


82p Congress | HOUSE OF REPRESENTATIVES { REPORT 


2d Nession 1 No. 2100 


f ; 


DISPOSITION OF SUNDRY PAPERS 


ViiC 


June 9, 1952.—Ordered to be printed . 


Mr. Garmatz, from the Joint Committee on the Disposition of 
Executive Papers, submitted the following 


REPORT 


{In compliance with the provisions of the act approved July 7, 1943 (57 Stat. 380)] 


The joint seleet committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representatves 
ie acting in compliance with the provisions of the act approved July 

1943 (57 Stat. 380), as amended by the act approved July 6, 1945 
(39 Stat. 434), respectfully reports to the Senate and House of Repre- 
sentatives that it has received and examined the report of the Archivist 
of the United States No. 52-22, dated June 6, 1952, to the Eighty- 
second Congress, second session, submitting the following lists or 
schedules covering records proposed for disposal by the Government 
agencies indicated: 











Job. No. Agency by which submitted JobN Agency by which submitted 
352-8220 Department of the Navy II-NNA-91 the Air I 
352-S370 Do. II-NN A-98 the Army 
II-NNA-l1 Department of Agriculture. II-NNA-101 Department of Justice 
II-N N A-25 Department of the Navy II-NNA-114 Department of the Navy 
II-N N A-32 Veterans’ Administration. II-NNA-115 Do 
II-NN A-33 Do II-NNA-125 I m 
II-NN A-35-. Do II-NNA-127 I 
II-N N A-36___- Do, II-NN A-135 Pr i: les Oanartenent 
II-N N A-37-_. Do. II-NN A-146 Federal Security Agenc 
II-N N A-45_. Department of the Navy. II-NLF-11 General Services Administratiot 
II-NNA-78 Department of the Army III-N LF-12 Do 
II-NN A-83 Department of the Treasury 


Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
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that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the afore-mentioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives. 
Epwarp A. Garmatz, Chairman, 
C. W. BisHop, 
Members on the Part of the House. 
Our D. JoHNston, 
WILuiIAM LANGER, 
Members on the Part of the Senate. 


O 


H. Rept. 2100 











82p CoNGRESS HOUSE OF REPRESENTATIVES ({ Report 
2d Session lt No. 2101 


DISPOSITION OF SUNDRY PAPERS 





JUNE 9, 1952.—Ordered to be printed 
I 


- 
Mr. Garmatz, from the Joint Committee on the Disposition of 
Executive Papers, submitted the following 


REPORT 


[In compliance with the provisions of the act approved July 7, 1943 (57 Stat. 389 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Repre- 
sentatives and acting in compliance with the provisions of the act 
approved July 7, 1943 (57 Stat. 380), as amended by the act approved 
July 6, 1945 (59 Stat. 434), respectfully reports to the Senate and 
House of Representatives that it has received and examined the report 
of the Archivist of the United States No. 52-20, dated May 12, 1952, 
to the Eighty-second Congress, second session, submitting the follow- 
ing lists or schedules covering records proposed for disposal by the 
Government agencies indicated: 


? 
I 










Job No. Agency by which submitted Job N Agel 
Economic Cooperation Administra- | 352-S291 Economie Cooperation Adr 
tion. 
352 Do. 852-8330 
35 Do. 352-S331 
35 Do. : S333 
3! Do. 352-S334 
3: Do 352-8359 Ager 
3: . Do. ge Asso 
352-S281 - - Do. 
352-8282... Do. II-NNA-19 
352-S283 Do. II-NNA -20 
-S284... Do. II-NNA-5O 
3285. - Do. II-N N A-58 
52-S287 _. Do. II-NNA-63 
52-S288 Do. II-NNA-S6 
352-8290 Do. II-N N A-87 


Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
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their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 
6 and the provisions of section 9 of the afore-mentioned act, as 
amended. 
Respectfully submitted to the Senate and House of Representatives. 
Epwarp A. Garmatz, Chairman, 
C. W. BisHopr, 
Members on the Part of the House. 
Ouin D. Jounston, 


WiLLiAM LANGER, 
Members on the Part of the Senate 


0 
VY 





H. 





Rept. 2101 
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Mr. Garmatz, from the Joint Committee on the Disposition 6 
Executive Papers, submitted the: following 


REPORT 


[In compliance with the provisions of the act approved July 6, 1945 (59 Stat. 434)] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 52-21, dated May 21, 1952, to the 
Eighty-second Congress, second session, submitting the following 
lists or schedules covering records proposed for disposal by the Gov- 
ernment agencies indicated: 





Job No. Agency by which submitted Tob N Agency by which submitted 
351-8394 Administrative Office of the II-NNA-74 
United States Courts II-NNA-7 
352-8319 General Services Administratior II-N N A-77 
352-8332 Economic Cooperation Admin II-N N A-S84 
istration. II-NNA-9%§ 1c€ 
II-NNA-12__- Federal Security Agency 
II-NNA-41 Department of Agriculture II-NNA-109 
II-NNA-52 Department of the Army. II-NNA-111 
II-NN A-53__- Do II-N NA-112 
II-NNA-59_ _- Department of the Navy II-NNA-118 
II-NNA-68 U. 8S. District Court, Denver, II-N N A-12¢ 
Colo. 


Your committee reports that the records proposed for disposal im 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
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that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the afore-mentioned act, as amended. 
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Respectfully submitted to the Senate and House of Representatives. 


H. Rept. 2102 


Epwarp A. GarMatz, Chairman, 
W. BISHOP, 


Members on the Part of the House. 
Ou D. Jounston, 
WILLIAM LANGER, 

Members on the Part of the Senate. 
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Mr WILSON ol Texas. {from the Committee on the dud arvasub- 


The Committee on the Judiciary to whon as lt ed the Dill 
(H. R. 1913) for the relief of Milagros Aujero, havin onside! the 
same, report favorably thereon without ar name! and recom re 
that the bill do pass. 


The purpose ol this bill $tlo vral { statis of perman t resid 
in the United States to Mrs. Milagros Labareon A ero citizen ol 
the Philippine Islands. The bill a » | Vides tor tl Viment ol 


the required visa fee and head tax 


deduction. 
GENEI ! 1 \f 
The pertinent facts in this case at Ontained WU tter dat 
October 4, 1951, from the Deputy Attorney Gener 0 chairman 


of the Committee on the Judiciary. The said letter reads as follows 


Hon. PManven C1 


lawf va | ~ f 
its enactment upon pavment of the 
further direct the Secretarv of Stat 
one number from the appropriate 
The files of the Immigration and Natur - 


was born on June 19, 1919, at Duet | Philip} s 
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MILAGROS AUJERO 


the United States on October 11, 1950, at Honolulu, T. H., at which time she was 
admitted as a temporary visitor pursuant to section 3 (2) of the Immigration Act 
of 1924. She was granted extensions of her temporary stav until May 8, 1951. 
The alien had previously resided in the United States as a temporary visitor from 
Julv 8, 1949, until June 1950. 

The files further reflect that the alien was married in the Philippine Islands in 
1939 to Thomas Gica, also a citizen of the Philippine Islands It appears that 
her husband was killed by the Japanese during the occupation of the Philippine 
Islands, and that she was unemployed during that period. Subsequently, in 
1949, she was employed as a domestie by Mr. and Mrs. Roy Farrell, of the United 
States, who were at that time residing in the Philippine Islands. Mrs. Aujere 
accompanied Mr. and Mrs. Farrel! to the United States in July 1949, and was 
emploved by them until June t950, when she returned to her native land She 
is presently employed by the Farrells in Vernon, Tex., receiving a salary of $40 
a month, plus room and board. The record indicates that as a result of the 
alien’s marriaye, she has one child, born in 1940, in the Philippine Islands, who 
is now residing with the alien’s sister in that country. 

The quota for the Philippine Islands, to which the alien is chargeable, is over- 
subscribed and a quota immigration visa is not readily obtainable. The records 
present no facts, however, which would justify the enactment of special legis'a 
tion grantinz her an exemption from the requirements of the general immigration 
laws. The enactment of special !egislation under the circumstances would 
undoubtedly encourage others in whose cases immiyration visas are not readily 
obtainable to enter this country as visitors and thereafter seek to have their 
status adjusted to that of permanent residence in similar manner 

Accordingly, the Department of Justice is unable to recommend cnactment of 
the bill. 

Sincerely, 
A. Devirr Vaneca, 
De puty All Mey Ge neral, 


Mr. Ikard, who succeeded Mr. Gossett, the author of this bill, in 
Congress, appeared before a subcommittee of the Committee on the 
Judiciary and submitted the following affidavits in support of this 
legislation: 

AFFIDAVIT 


Roy Farrell, of legal age, married and a resident of Santurce, P. R., after being 
duly sworn, deposes and says: 

That Miss Milagros Aujero is a Filipino citizen, 30 years old, born in Iloilo 
City, Philippine Islands, on June 19, 1919, and is in possession of Republic of 
the Philippines passport No. 12016 which was issued on July 8, 1949, and expires 
on July 8, 1951. Her passport is visaed for stay in the United States until May 8, 
1951. Miss Aujero was married in Pampanga, Philippine Islands, in 1939 and 
her husband was killed in the defense of Clark Field in December of 1941 or the 
early part of 1942; 

That Miss Aujero went to work for my wife, Kay Martindale Farrell, and me 
in Manila, Philippine Islands, in the early part of 1949, as a nurse for our son, 
tobert Farrell. When we returned to the United States in July of 1949 Miss 
Aujero accompanied us and remained with us until July 1950 when it was neces- 
sary for her to return to the Philippine Islands because her visa was expiring 
and it was impossible to get another extension. Shortly before Miss Aujero 
returned to the Philippines we had a second child, Katherine Elizabeth; 

That on an annual business trip to the Orient this last fall I was able to get a 
new visa for Miss Aujero to return to the United States. She now has been 
back with my familv since about the 21st of October; 

That my wife and I have come to feel that Miss Aujero is almost indispensable 

to us for in the 2 years she has been with us we have found that she is a person 
who is thoroughly competent in assuming all or part of all the duties in running 
our household and taking care of our children; 
That due to mv business activities being scattered out over a wide area with 
interests and offices in Sydney, Australia; Manila, Philippine Islands; British 
Crown Colony of Victoria, Hong Kong, Vernon, Tex.; New York, and San Juan, 
P. R., it is necessary for me to be gone from home over half of the time. This 
I could not feel justified in doing if Miss Aujero were not with us; 

That in addition, it is necessary for my wife to make periodic trips to market in 
} 


Chicago, New York, etc., to assist in buying for our department store in Vernon, 








MILAGROS AUJERO 


Tex. This essential part of our business probably would have to | 

if we did not have Miss Aujero to look after and 

absence, for when Miss Aujero is with our children we ve thi 

that they will be looked after properly and their health and 

every respect. My wife and I do not believe 

whom we could place this trust and confidence 
San Juan, P. R., January 12, 1951. 


Affidavit No. 2096. 

Sworn and subscribed to this 12th dav of January 1951. by Rov Fa 

personal circumstances described above, before me at San Juan, P. R 
[SEAL] 


r 


THE STATE oF TExXAs, 
County of Wilbarger: 


Before me, the undersigned notary public, in and for Wilbarger ¢ 
on this day personally appeared Roy Farrell, wt fL\ f 


duly sworn, upon his oath, deposes and savs 

“That on and prior to December 7, 1941, the husband of Mila oA 
working for the Quartermaster Corps of the United States Armed Fores 
Field, Philippine Islands, as a civilian emplovee 

“That when the Japanese attacked Clark Field all or practically all 
Filipino civilian employees joined with the United States Armed Forces 
defense of Clark Field, and upon the loss to the Japane f Clark Fi 
civilian employees moved on to Bataan with the United States Armed | 
codefenders. 

“That the husband of Milagros Aujero was killed in the initial defer 
Field while fighting in conjunction with the United States Armed Fore 


Subscribed and sworn to before me by the said Roy Farrell, this the 14 
of May A. D. 1952. 
[seaL] AMELIA L. WH 
Volary Public in and for Wi irger Co 
Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 1913 should be enacted and accordingly 
recommends that the bill do pass. 


O 
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JOHANN KOMMA 


S 

Ls 

Jt NE 10, 1952 Committed to the Commit f rf he Wt H a Chg Rae 
— 


Mr. Wa.terR, from the Committee on the Judiciarv, submitted thi 


following 


REPORT 
[To accompany H. R. 4634] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4634) for the relief of Johann Komma, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Johann Komma, a native of Czechoslovakia 
and a citizen of Germany The bill also proy ides for the payment of 
the required visa fee and head tax and for an appropriate quota 
deduction. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated 
April 7, 1952, from the Deputy Attorney General to the chairman of 
the Committee on the Judiciary, which letter reads as follows: 


API 7 ’ 2 
Hon. FMANUVEL CELLER, 
Chairman, Committee on the Judiciary 
House of Representatives, Washington, D. ¢ 

My Dear Mr. CuairRMan: This is in respe to vour reques r the views of 
the Department of Justice relative to the bill (H. R. 4634) for the relief of Johan1 
Komma, an alien. The bill would grant Mr. Kor v 
residence in the United States. 

The files of the Immigration and Natura tion S ( epart me 
disclose that Mr. Komma, a native of Czect and ; f (ley 
was born on 4 pril 27, 1929. He arrived in the United St = Sav: 
nah on April 3, 1950, and was admitted as a temporary visitor until J , 1950 









2 JOHANN KOMMA 





He has been granted two extensions of stay the last of whi pire lon July 2. 
LOS. Deportation proceedings were instituted agai: Mir. IKomma and he ‘ 
found to be deportable as an alien who had remained han perm 1 by 
or regulatio His case is! p ling befo ( ral Office of [mmigra- 
on and Natura mons 
Mir Komn ited ft it his purpo i ( r ] i j a ly 
insura busine nder the sponsorship of E. V. Howard, | 1 
Amer i es rs | Insurance ( Duri S i { ad Sta e 
s been engage l es ot cate | s t Hi S 
ha is t mn « the pay i of e comp has t ed S150 per 
»( ( ! exp nses from the personal = 0 \ir Ho ira \ir 
Howard, w sural to Arn I S Cad \ Is ime 
wequainted vho served as his ¢ vull Vir. H ul rred 
Vir. Komma ) Uni 1 Stat to lear ( Irance busine ‘ith the 
il ti hat Mr. Komma would thereafter return to Furope and oper branch 
< ice ¢ { COMpPDAaHV. This pian hpecause oft lili 1 condi ms 1 Ci rmany, 
has been postponed but not abandon 
Mr. Komma stated that his mother is performing forced labor in ¢ slovakia 
He believes bis brother and sister are with her He stated that bis father was 
released from slave labor in Czechoslovakia early in 1951 and is now in Frankf rt, 
Germany \ir. Komma who is single has no relative United States i 
illeged that although he had always hoped to become a citizen of the United 
States, at the time of his entry it was his intentior retur » Grormal and 
that it was ! intil April 1951, that he decided to try to seeure permanent 
residence in this country 
The quota for Czechoslovakia, to which the subject is chargeable, is oversub- 
seribed and an immigration visa is not readily obtainable. The record, however 
presents no factors which would justify the granting 
the ahen to the detriment of other natives { Czee! 
for entry into the United states and who have remail 
heir turns for the issuance of immigration visas thr 
Accordingly, the Department of Justice is unabk 
of the neasure 
Sincerely, 


this 
the 


Mr. Wilson of Texas, the author of 
subcommittee of the Committee on 
support of his measure as follows: 


STATEMENT OF J. FRANK Witson, M. C 





Mr. Johann Komma was born on April 27, 1929, in tl 
whicl Was hn over’ by Germany ll L938 He + | 

porary or on about April 3, 1950, under the 

Howard, president of the American Investors Life | 


nsurance busi 
s and aided the 


driver, anc 


tor en ain purpose of studying the 
it World War LI offered his servie 
in Czechoslovakia as an inter rpreter, 
served in sin ilar capacity in Ger 
Information available indi« 
forming forced in ¢ 


al forces I e 


clerk, 
many. 
hat 
zechoslovakia 





‘ates ft 
and 
is unable 


labor 


tates occupation 





pers ecution 

I have before me several Communications givin: 
indies g that Mr. Komma has made excel 
ind would be worthy of consideration for United Sta 





favorable consideration of his proposed leg 
Y 


submitted in Mr. Komn a's case shows among other 
and English fluently, a favorable asset to the insu 
shows he is fearful of returning to his native land; he 


and reliable insurance executive; and he is of 





lawal 
S1IOVARLA 


1Wrougn py} 


to recommend the 
A. Devirr V 


bill, 


Judiciary 


Firtsa District 


if section of Czeel 
tered the Uni 


Lec le is 
Unite 


i by other methods and later 


kKomma’s people 
because 
to return 


lent adjustment, 
tes citi 
slation be 
things he 
‘ance 


is spnonsore 


of permanent I sidence to 
who have applied 
d abroad ; aw 


seribed pro 


wd are aiting 
‘ed ires, 


enactment 


ANECH, 


Deput Attorney Gene 


ral. 

oF aie 
appeared before a 
and testified in 


TEXAS 


ioslovakia 
ed States as a 
mir, ¥. K. 
Dallas, Tex., 
and early 


ion forees 


Spo! sorship oft 
surance Co 
single 


“di States oeccupat 


are or have been per- 
the 


possibilit v of 


of his past 
due to the 


services to 


detail 


is of good 


information in and 
character 
fenship. 


use the evidence 





can speak German 
company involved; it 
{bv a very 


pro 
pte 


good moral character. 
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In addition, Mr. Wilson submitted the following letter oO! LIT 
information in support of his bill: 
JOHNS & A } 
Re H. R. 4634 For the 1 f of Joha Kot 
Hon. J. Fi WILSON 
f] f of Representa ii hay ) _ 
Dear Ft I want to take por 
Johann Kkomma, w » 1s sul j ea ‘ FI 
to Xp tt Om it ft re ! 
committ this to the end that i I I | { 
rhe writer has known Mr. Komma fi : ? 
to aT merous ot ittit des a } | 
tha mv opinic wy : Hubli : 
Hy 
i 
( ickeg | H 
i 1 { rsa 
I ; 
ii 
a I 
: 1 
! l i 1 i 
i ( i ’ 
I ; 
) i 
te pac 
\I i f 





I | S. Ja 

il i 

1s ba 1- 
ing the reasons why he cannot return to his countr 

The writer also is well acquainted v Mr. Virs kK. H urd, | 

principal stockholder of American Investors Li Insurance Co. of Dallas, T¢ 
Mr. Howard is a voung man, 44 vears of age, and LSD lid ¢ 
executive He is well regarded in the industr nd by 
and is financially responsible to carry « the 
ship of Mr. Komma Mr. Howard met Mr. Kor i (jer ~ f 
1947. Mr. Howard at that time was in Ger laj. ( N. HI 
who was Chief of Finance of the United Stat \ 
assist the general as an | rance specia WW i 
of transportatior e purchased an a ) \] 
acted as an 1 rpreter, and a 1 ! | 
Howard i tha oung Komma is an ¢ ( { 
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he is a man of good habits and morals and, in the event he is permitted to remain 
in this country, he proposes to permit him to continue the study of life insurance 
and also to assist him in doing school work, and, further, proposes to send him to 
Southern Methodist University, to the end that he might further his education in 
the insurance field. 

Certainly Mr. Komma is a refugee in this country. He rendered worth-while 
service to our occupying forces. He should not now be forced to return to that 
country and there be forced to undergo punishment because he was a benefactor to 
our boys who were carrying our colors. Certainly the remainder of his family 
have been forced to go through enough suffering 

Because I believe this young man would make a fine citizen of this country, I 
enthusiastically commend vou for introducing this bill in his behalf, and express 
the hope that this House resolution may be acted upon favorably at an early date. 

With renewed assurances of my very great esteem, and with every best wish, 
believe me to be 

Faithfully yours, 
J. EpDWARD JOHNSON. 

Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 4634 should be enacted and accordingly recom- 
mends that the bill do pass. 

O 
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MRS. MILDRED G. KATES AND RONALD KATES 


i 


Mr. Graunam, from the Committee on the Judiciary, submitted the 


following 
i a = 
REPORT 
[To accompany H. R. 4614] 
The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4644) for the relief of Mrs. Mildred G. Kates and Ronald 
Kates, having considered the same, report favorably th 
amendments and recommend that the bill do pass 


The amendments are as follows: 
On page 1, lines 4 and 5, strixe out the 


ereon with 


{ | HOW NS lan ‘ ( 


wWuaAL e wl Oo 
was born in the Union of Soviet Socialist Republics,” 
On page 1, lj ie 6, strike out the follow ny language ‘*who was born 
in Cuba,’’. 


PURPOSE OF THE BILI 


The puryp se of this bill is to erant the stat 


sol permanent 


i ~ t ‘t 
in the United States to Airs. Mildred G. Kates and her s R ld 
Kates. The bill also provides for the payment of the required sa 
fees and head taxes and for the appropriate quota deduct 
GENERAL INFORMATION 

The pertinent facts in this case are contained in a letter date 
April 2, 1952, from the Deputy Attorney General to the chair O 

I 
the Committee on the Judiciary, which letter reads as follows 

A ' ) > 
Hon. EMANUEL CELLER, 
Chairman, Comn eon the Judiciary 
House of; Pepresentat es Wa } nator D ( 

My Dear Mr. CuatrMan: This is i ponse ft ( 
of the Department of Justice relati e to t I hi RR } { 
pe rmanent residence to Mrs Mildre iG ! i | 


aliens. 








MRS. MILDRED G. KATES AND RONALD KATES 





There is enclosed a memorandum of information from the files of the Immigra- 
tion and Naturalization Service of this Department concerning tl 
of the bill 


The record in this case fails to present considerations sufficient to justify the 


» the pene ficiaric 





enactment of special legislation granting the 





san exemption from the opera- 
tion of the general immigration laws. 


Accordingly, this Department is unable to recommend enactment of thi 


measure 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fines Re Mrs. Mitprep G. Kates anp RONALD Kares, BENEFI- 
CIARIES OF H. R. 4644 


Mrs. Mildred G. Kates, nee Greenberg, was born in Russia on August 15, 1912. 
She first ent United States with her parents in 1913, residing in Chelsea, 
Mass., until when her family moved to Miami, Fla Mrs. Kates received 
a bachelors’ in musie from the Universitv ef Miami in 19383 or 1934, and 
thereafter studi the Cl cago Musical College in Chi ‘aco. In 1935, she was 
married to Mr. José H. Kates, a citizen of Cuba. Mr. and Mrs. Kates established 
their marital domicile in Habana, Cuba. She acquired Cuban citizenship. Two 
children were born of the marriage in Habana, a daughter, on November 8, 1936, 
and a son, who is a beneficiary of this will, on October 12, 1942. 

Mrs. Kates last arrived in the United States at Tampa, Fla., on June 27, 1950, 
in possession of a Cuban passport and a visitor’s visa. She was admitted as a 
visitor for pleasure for a period of 6 months. She was accompanied by her son, 
Ronald (Renaldo), and proceeded to Detroit, Mich., to visit her sister. The aliens 
are presently residing in Detroit, where Mrs. Kates is engaged in volunteer work 
in the Children’s Hospital and her son is attending school. 

\ccording to Mrs. Kates, her husband instituted divorce proceedings after she 








came to this country and a final decree was entered on March 6, 1951. It appears 
that under t he divorce decree she received S1LO.000 il cash and will recelve S500 a 
month alimony unless she remarries The decree further provides that $250 a 
month will be paid for the suppert of the son, as well as additional payments to 
cover his education and other special expenses. Irs. Kates has been awarded 
custody of the son, while Mr. Kates has custody of the daughter. Mrs. Kates 


has five sisters and two brothers residing in the United States. 
The quota of Russia, to which Mrs. Kates is chargeable, is oversubscribed, pre- 


clud'’»e the early issuance of an immigration visa in her hehalf Her son, being 
a netive of Cuba, is eligible to apply for a nonquota imm igration visa 


In addition, the committee files contain the following affidavit in 
support of the bill: 


AFFIDAVIT OF MILDRED G. KaTEs 
Ciry or Derroit, 
State of Michigan, ss: 
I. Mildred G. Kates, residing at 2740 Richton, apartment 203, Detroit 6, 


Mich., being dulv sworn, depose and state: 





i 

1. I was born in Russia on August 15, 1912 Mvy name at birth was Mildred 
Greenberg In the following year, 1913, my parents emigrated to the United 
States and brought me with them. Some of mv brothers and sisters were alread, 
permanent residents or citizens of the United States; and those of my sisters and 
brothers who were not came to the United States with my parents and me So, 
I and all of my family were permanently settled in the United States during my 
early infane' Mvy familv remained in the United States, and its direet de 
cendants to the fourth generation are still in the United States as native-bor1 
children of native-born parents 

2. From the age of 1 vear (1913) until I was 12 (1925), T was r: 
Mass I attended the publie school in Chelsea known as the 





In 1925. mv familv moved to Miami, Fla { 
Junior High Sehool, the Miami Senior High School, and the Univ 
I received mv bachelor’s degree in musie from the Uni ty of 


or 1934 In the vear 1934-35, I was a student at the Chicago 








MRS. MILDRED G. KATES AND RONALD KATES 


§. When at home i Niat | Q 
( Da, resid tin Ha i \ 
ship ensued 1 k ca eal | 
1 \t et ol irriange | 
NI natura atlol iD ca ’ vas I 
ments e onl a ‘ . 
ship Wi ither) necessitated |} 
Was not so tar away I } rT 
a Ie to be I and 
since | ic ‘ ra t | | ~ 
a) Ove e | 4 ( i¢ . 
the | ited Sta i c . 
trl tea fT i , I ! I 
remonstrat ( Inv } ba 
United Sta ‘ la 
I last entered the ~ . ( 
Miet \I | j j 
gether for { ike. if 1 
co ue ou i ‘ Divoree pr 
oe etn . \I 
her f: e! ( j \ } > 
Detroit ¢ try D ~ and 
7. Provisio s he ‘ 
los nv i a | { ] 
make to her ) ha 
have nowhere | ' 1 
quiet, and at le the se v of | \ ~ 
miy horn ( outs vd ga oo 4 
to legalize mv residence here and thet 
8. Iam now ta lee i 
good Ameri So es one 
hel ng other: | am a volunteer nur o ¢ 
troit, Mich., and act as play period 
too, volunteer work in ald cf the | 
line in Hab 
9. After coming here in 1913, my pare peas 
died in 1041 mv mother i LO36 t + \} | 
SI=ter, Ar a, Who Was a itizen of the | ~ y1 
in Miam 
10 Lhe li nt mem rs Of my fan t I { ss 
resident here in t} ited Sta | 
1) My sister, Sophie Zoh 
2) My nephews, Milton and Murray Z , ite 
are native-born citizens of the United Stats 
and Milton ar ul terans 
3 My Ste! Bar mura CGreenber WOT Cs) y ‘ . ie ( 
| My nep Ky ; Barbara’ 
pal ‘Tit 
5) My sister, Betty Utlev, an exe Ta ge eae ( 


Mvyar is married i native-bor N 
gave bir » her fi 1 a babv gir 
13) Mv neph Dr. Arthur 'S Sam S 
yt j y? 1 I 








MILDRED G. KATES AND RONALD KATES 


4 MRS. 


deceased sister, 


of my Anna. Herbert Hurewitz and Dr. Arthur Shapiro are 
war veterans. 

14) My grandnieces and grandnephews totaling 14 native-born children of the 
native-born children of my citizen brothers and sisters. 

11. I have never been convicted of any crime, or arrested for crime 
12. Perman United States for my boy, Ronald, will be 
‘ured for him by nonquota immigration as a child born in Cuba 

to be permitted t ntly in my home, 


residence in the 


» reside permane the 
tizenship as all 


ser 
13. It is my great hope 
United States, in the midst of my citizen familv, and to achieve « 
my family have done by naturalization or birth. 
MitprReEp G. KaTEs 


this 4th dav of May 1951, 
% 
Rosé FiscHer, 
} 


Votary Public. 


and sworn to before m¢ 


My commission expires April 17, 1953. 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 4644, as amended, should be enacted, and it 


accordingly recommends that the bill do pass. 


O 











es YEE CHIN-YING AND YEE WON-YI 
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Mr. GraHAM, from the Committee on the Judiciarv, submitted the 


= 
lOHOWID 


REPORT 


The (‘ommuiuttee on thre a idic v tO ho was at ‘ +} bill 
(H. R. 4719) for the relief of Yee Cl and Yee Won-) havine 


considered the same, report tavorab thereon wit ) ’ ent 
] 1 4 1 | 
and recommend that the bill do pa 
Pi ( ) 
it Wry fF thia hill bref , i 
he purpose O} HIS DUE IS tO - ! ad 
States of the Chinese minor children of A 
( N \ 
The pertinent facts in this case are »} I n ti LO tter 


from the Deputy Attorney General, d Lp { te. te LIr= 
man ol the Committee on the Judi 


r} él i 1 ! 
zation Dep 
overs ‘ } 
C} \ 
> 
W ( 
ent { S 


i) 


YEE CHIN-YING AND YEE WON-YI 


If the bill is to receive favorable consideration it would appear that it should 
be drafted so as expressly to waive the provisions of section 2 of the act of Decem- 
ber 17, 1943, as amended. It is suggested, therefore, that the bill be amended 
by striking out all after the enacting clause and substituting the following: 

“That, notwithstanding the provisions of section 2 of the Act of December 
17, 1943, as amended (57 Stat. 601; 60 Stat. 975; 8 U.S. C. 212a) Yee Chin-ying 
and Yee Won-yi, alien minor unmarried children of Mr. Chow Hin Yee, a United 
States citizen, shall be entitled to the status of nonquota immigrants in accordance 
with the provisions of section 4 (a) of the Immigration Act of 1924, upon compli- 
ance with the provisions of section 9 of said Act, provided said Yee Ching-ving 
and Yee Won-yi are otherwise admissible under the immigration laws.” 

Whether the bill in its proposed amended form should be enacted involved a 
question of legislative policy concerning which the Department prefers not to 
make a recommendation. 

Sincerely, 


A. Devitt VaNecu, Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SerRvVIcE Fitres Re Yer CHInN-YING AND YEE Won-Y1, BENEFICIARIES OF 
H. R. 4719. 


The alien children, according to their father, Mr. Chow Hin Yee, of Hyatts- 
ville, Md., were born in Kwangtung, China, on April 11, 1935, and October 24, 
1932, respectively. Mr. Yee was born in China on January 6, 1909, is of the 
Chinese race, and became a citizen of the United States at birth through his 
father, a native-born citizen of the United States. He resided in China from 
the date of his birth until April 20, 1939, when he arrived at Seattle, Wash., and 
was admitted as a citizen of the United States. He stated that his wife, Yao-Fong 
Fang, whom he married in China on November 25, 1927, and who is the mother of 
the children, is of the Chinese race, is not an American citizen, and is presently 
residing with him in Hyattsville, Md., having been admitted into this country 
for permanent residence at Washington, D. C., on January 4, 1951, She was 
born in China on June 11, 1911. 

Mr. Yee further stated that his children are presently residing in Hong Kong, 
with a friend, Mr. Bark Shang Chan. Apparently the children have never been 
in the United States. He stated that it is his belief that Won-yi is still attending 
school and that Chin-ying Yee attended school until 1949. He continued that 
he was employed by the Army Map Service in Washington, D. C. from 1943 to 1951, 
as a war-service appointee, and that in January of 1951, he received permanent 
status under civil service. He is classified as a military intelligence research 
specialist. He stated that the alien children have four uncles and two brothers 
residing in the United States. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 4719 should be enacted and accordingly 
recommends that the bill do pass. 
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DONALD JAMES DARMODY 


> o 
JUNE 10, 1952.—Committed to the Committee of the Whole House akd or@ered 
to be printe { = 
"a 


Mr. Lane, from the Committee on the Judiciary, submitted the 


following 


REPORT 


ry > my 


(To accompany H. R. 4758] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4758) for the relief of Donald James Darmody, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

The purpose of the proposed legislation is to pay the sum of $427.82 
to Donald James Darmody of St. Paul, Minn. Such payment shall 
be in full settlement of all claims against the United States arising out 
of personal injuries and property damage sustained by him on Feb- 
ruary 1, 1950, when his car, while legally parked near the intersection 
of East Seventh Street and Maria Avenue, in St. Paul, was struck by 
an Army vehicle. 

STATEMENT OF FACTS 

The Department of the Army, in its report dated February 28, 1952, 
gives in detail the history. of the proposed legislation, and recommends 
enactment of the bill. Therefore, your committee concurs in that 
recommendation. 

The report of the Department of the Army is as follows: 

DEPARTMENT OF TI ARMY, 
Washington, D. ¢ Fel ! S 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary. 

Dear Mr. Cetier: The Department of the Army would have no objection to 
the enactment of H. R. 4758, Eighty-second Cong a bill for t relief of 
Donald James Darmody. 

The bill provides as follows: 


‘‘That the Secretary of the Treasury is authorized and directed to pay it of 
any money in the Treasury not otherwise appropriated, to Donald James Dar- 
mody, Saint Paul, Minnesota, the sum of $427.82 rhe payment of such sum 


shall be in full settlement of all claims of the said Donald James Darmody against 








DONALD JAMES DARMODY 








the United States arising out of personal injuries ar lamage tained 
by him on February 1, 1950, when his ear, while leg: 1 near the inter- 
sectl of Fast Seventh Stre t and Maria Aver In wa ruck b 
an Army vehicle being operated by an enlisted man of the Ar 

() tebrua | 950, at about 2 a. 1 Donald Ja Da 1 693 Wilson 
Ave arin 1, St Pau M Wiis I LOSS Fe 1 ( { 
Was prope! parked on the east side of East Seventh Street in St. Pa headed 
north trar W. MeDonald, 1645 York Avenue, St. Paul, was sitt mn My 
Darmody’s car wit! im, Waiting for a street ear An Armv Plymouth seda 
Om ited ene \la ter sgt Paul |} Dike, 5306th Area Service l hilt \I l LDO 
M vho was l such vehicle without authority and while unde lu 
enc quo roached Mr. Darmody’s automobile from the south and era 1 
into the rear end eof. The civilian car was damaged in the ount of $363.60 
and Mr. Darm« und Mr. MeDonald both sustained mi: o7 per \ uries 

With respe ) e unauthorized use of the Art vehicl lved in tl 
accid n the morning of February 1, 1950, by Master Sergea Dike e latter’s 
ecomi nding office ( ipt R. Le rard I atit the follo = a I i { | 
March 16, 1950 

re at approximately 1100 hours [11 a. m.] on January 31, 1950, Sergeant 
Dike did report to me that he wanted to go to St. Paul at approximately 1300 
hours {1 p. m.} for the purpose of taking his son to the hospital. When he informed 

I | i4 p I I spec ncaiy gave 





me that he would return at approximately 1600 he , 0.1, 
him approval to do so. On the morning of February 1, 1950, I received a tele- 
phone call from Master Sgt. Robert F. Kreibich, the district motor pool sergeant, 


informing me that Sergeant Dike had been involved in a motor ve 





LICi4 accide lit 


at approximately 0100 hours [1 a. m.] of that morning. Interrogation at this 


point revealed that Sergeant Dike had returned to the motor pool at 
mately 17 hours [5 p. m.] January 31, 1950 (trip ticket also discl 
Pergeal turned to the motor pool at 1700 hours January 





irther ir tion discloses that Sergeant Dike, at the time of the accident 
Was drivir ernment vehicle USA registration No 23454, which he had 
reissued to him, or had reissued to himself, without my approval.”’ 


Master Sergeant Dike was arrested by a police officer of the city of St. Paul and 
t before the municipal court of that city, where he was charged with 


while intoxicated at the time of the aforesaid accident He pleaded 
o the charge, and on February 4, 1950, was sentenced to pay a fine of $100 
mprisoned for 10 days in the work house. The sentence was suspended by 
the court and the defendant released to the military authorities. 

On May 19, 1950, this soldier was tried before a special court martial for (1 


having knowingly and willfully applied to his own use and benefit a Plymouth 











sedan, property of the United States, and (2) having wrongfully and unlawfully 
operated such vehicle upon a publie street while under the influe rf jUOr 
He was found guilty of both charges and was sentenced to be reduced to th 
lowest er sted to he conduet dis- 
charge ) ( ied at ha 3 of | pa 
per n h for a like period ipproved a 
provided for reductic Oo the e of 335 pay 
per month for 3 mon 





On May 16, 1950, Dr. Herbert L. Stolpestad, 786 East Seventh Street, St 
Paul, Minn., made the following statement concerning the injt 
Mr. Darmody in this aecident: 





Regarding Donald Darmody, who presented himself at my office February 2, 


1950, complaining of pain in posterior chest and back muscle, due to wrenching 
of back muscles, caused by a car accident. Examination revealed patient in a 
‘nervous state,’ with tenderness to palpation and on movement of head and 
shoulder girdles. No fractures could be made out clinicall X-ray examina 
tion confirmed this opinion, as no fracture was present Clinical diagnosis was 
that of contusion of posterior chest wall and wrenched muscles and nervous 
reaction. Sedatives and supportive treatment prescribed, and patient made an 
uneventful recovery with no permanent disability. I believe patient missed 
several days’ work.”’ 


Darmody incurred medical and hospital expenses as the result of his injury 
in the accident of February 1, 1959, in the total sum of $15 and was unable to 





work at his usual occupation of railroad switchman for 3 days, thereby sustaining 


a loss of wages in the amount of $49.22. 
On June 12, 1950, Mr. Darmody filed a claim with the Department of the Army 
in the amount of $427.82 ($363.60 for damage to his automobile; $15 for medical 
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The Committee on tl a 
H. R. 4842) for the relief of J yh M 
same, report tavorab tI a 
that the bill do Pass 

The purpose of the proposed . 
to Joseph Manehion of 392 Pa \ J ( ( F I 
settlement of all claims against | “| 
judgment rendered in Hudson ¢ No 7 DE Lor 
October 18, 1949, in favor of ) ' 
a collision betweena U1 ~ ( ( 
Manehion and an automobile op |) \ B 
July 18, 1948 

| | 

The Postmaster Genera { histo 
this proposed lecisl On ( ( 

Therefore, your commit re 3 :1n ti 

The report from the Post OF ) 

0 ( 


The records of Depa 1 = a 
United State i Ni (Ob¢ | 
driver, and a private ed and ) ) 
Avenue, Union Citv, N ‘ 
‘ ° J ‘ I 
Fourteenth Stre l H 








JOSEPH MANCHION 
































In the statement made by Mr. Manchien it is alleged pped for a red 
raflic light at the interse on of Fourteenih Street and we in Hoboker 
it When the lig hanged green he began t rleftt Fourtec 
Stree that he was watching the northbound tr ‘ i { ‘ rl 
ind that ‘‘suddenly a 1947 Dodge seda whicl id fro ( ‘ mn Fow 

enth Street cu n tro. ot me to 1 Ke a i t | Par Ave e.” 

As a result of the 0 Oo he lett ft Lene f ep ite vehicle was 

lamaged 
In the repor { ‘ Spec r who ve rated ea { 

Mr. Dario Bog the owner of 4 private car,"st dt was drivin: 
west on Fourteenth Street and crossed th er " Par Avenue on a 
gsreen li » make a left turn into Park Avenue but t he ompleted the 

imn the mail truck came up to the intersect und ick the left front of | 
CAT \ir s0g1 is LCCOTN inied 3) \ly \ ) | Bu W)5 Ne \ YT 
Ave I nn i NY J whe orre ited i? 

\ir. Bog ‘ 1 lof his righ ‘ inde 

b¢ leral i I ( i \¢ wu fie e] ed rit i = ral ’ I ’ a echo! 
nt State dist court obtained a judg $144.07 1 r costs 
for damage to his vehicle. Che files show at a Mr. Richard Webb, who resides 
it 1112 Park Avenue, Hoboken, N. J., a ired as a Wi f \ir. Bogt Mi 
Webb testified that he was at the scene of t accident and saw the same, and 

at ‘ truck driver was at fault 

Althoug e court four he \ rucl is guilty of negli 
gence, the investigation n iInspe rra me doubt a 
o whethe he driver o | esponsible for the acci- 
lel In vie oO his fact ha ariver ¢ the li Lruct 

‘ ruct 1 would not have bee require 1 1 
ol ne a { ( ler | id Nii | Y i filed 
the Governm Linterpo »OoOnD ctiol ) ‘ 
this measure 
pertinent papers fro files of the Departm« ire attached 
The Bureau of the Budget h: i that f reasol rth in a letter 
received from the Department of enactm« yf t vil pre 
yuld be undesirabl 
Sincerely yours 
Pa N 
Postma Genera 
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EMMA GAZZANIGA, CECELIA TREZZI, CLELIA MAINETTT, 
BONOSA COLOMBO, EMMA BALDISSEROTTO, LINA 
DALDOSSO, LUCLA PAGANONI, AND REGINA PAGANI 


JUNE 10, 1952.—Committed to the Committee of the Whole House ar rderrd 


ij 


from the Committee on the Judiciary, submitted the 


following -_ 


Mr. CASI 


’ 


REPORT 


(To accompany H. R. 4866 


The Committee on the Judiciary, to whom was referred the bill 
HH. R. 4866) for the relief ol Kmma CGrazzanigca, Cecelia re ZY. 4 ‘lelia 
Mainetti, Bonosa Colombo, Emma_ Baldisserotto, Lina Daldosso, 
Lucia Paganoni, and Regina Paani hav ne considered the same 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILI 


The purpose of this bill is to grant the status of permanent residence 


in the United States to eight Catholie miss onary sisters The bill 
also provides for the paviment of the req ed visa fees and head 
taxes and for the appropriate quota deductions 


GENERAL INFORMATION 
The pertinent facts in this case are contained in a letter dated 


May 14, 1952, from the Deputy Attorney General to the chairman 
of the Committee on the Judiciary, which letter reads as follows: 


\] 14, 1952 
Hon. EMANUEL CELLER 
(hat? ( ommiattee ¢ J 
IT / ( 
My Dear Mr. Cuan i f 
Depa ‘ ( Hd . . 
CGiazzaniza, | elia ‘Tre Clelia Mia I ( | 
to, I Dall a Paga | | 





1Q49 





2 EMMA GAZZANIGA AND OTHERS 


There is attached a memorandum prepared by the Immigration and Naturali- 
zation Service of this Department setting forth the facts in these cases. 

Should the bill receive favorable consideration, it is suggested that it be amended 
by deleting the name ‘‘Bonosa”’ in the title and in line 5 and substituting the name 
“Bruna” 

The quota for Italy, to which the aliens are chargeable, is oversubscribed and 
quota immigration visas are not readily obtainable. In the absence of speci 
legislation thev will be unable to remain in the Lnited States for an indefinit 
period 

Whether, under the circumstances in these cases, the general provisions of the 
immigration laws should be waived presents a question ol legislative policy con- 
cerning which this Department prefers not to make any recommendation 

Sincerely 











A. Devirr VANECH 


Di puty Atiorney General 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires RE Emma Gazzanica, Crecevia TrRezz1, CLeELIA MAINeETTI, 
Bruna Cotomso, Emma Baupisserorro, Lina DaLDosso, Lucta PAGANONI, 
AND REGINA PAGANI, BENEFICIARIES OF H. R. 4866 





The aliens, who are members of the Roman Catholic Order of the Missionary 
Sisters of Verona, are natives and citizens of Ital Emma Gazzaniga was born 
on February 17, 1909; Cecelia Trezzi on September 29, 1918; Clelia Mainetti 


on Ja ary 28, 1915; Bruna Colombo on August 27, 1921; Emma Baldisserotto 
ol April 10, 1899; Lina DalDosso on December 7, 1913; Lucia Paganoni on 


December 9, 1925, and Regina Pagani on March 11, 1924. 7 
° 1 ‘ i 








nese 7 uUDS ATTLve d 





in the United Stat« at he port of New York on October 9 1950, i wert 
admitted as visitors for a period of 6 months. The last requests for extensions 
of stay of | a Gazzaniga, Cecelia Trezzi, Clelia Mainetti and Bruna Colombo, 
were denied on Ja ary 30, 1952, and they were given until March 30, 1952, to 
depart from the United States. The o r named nuns were given extensions 
of stay October 8, 1952 
| a Gazzaniga, Cecelia Trezzi, Clelia Mainet ombo, ar 
at present doing social work among the Negro pi i, Va 
under a program approved by the Bishop of Rich es incident 
to their maintenance are furnished by the Catholic ynd. 
mma Gazzaniga’s parents and sisters reside in Italy. zzi's mother 
and brothers reside in Itals Clelia Mainetti’s brothers reside in Italv. She has 


a sister, Sister | nriquetta, formerl\ Aurelia \lainetti a member of the Orde r of 


the Sacred Heart of Jesus, who resides in Oakmont, Pa Sister Enriquetta has 
been a United States citizen for 23 vears. Bruna Colombo’s parents, brothers, 
and sister reside in Italv. Emma Gazzani Cecelia Trezzi, and Bruna Colombo 





do not have relatives in the United States. 

Kkmma Baldisserotto, Lina DalDosso, Lucia Paganoni, and Regina Pagani ar 
presently engaged in teaching Negro children in Mobile County, Ala. In addition, 
these nuns care tor 20 Negro orp! an children who wert placed i a mission located 
in Chastang, Ala TI Sisters reside in the St. Peter’s Convent in Chastang, 
Ala. ‘Their mainte? is provided for by funds allocated through Father 


1 
Grossi, priest at St. Peter’s Conven 





which is located in a rural section and its 


t 
student bod Onsists of Negro children who live in the surrou ling area 


In addition, the committee files contain the following affidavit: 


public in and for said State and county, 
Toolen, bishop of Mobile, Khowh to me, 
who, being by me first dulv sworn deposes and savs as follows 

That affiant is the Roman Catholie bishop of the diocese of Mobile, Ala., and 





has been for 25 vears last past \s bishop of Mobile affiant is the chief spiritual 
shepherd of Roman Catholics residing in the State of Alabama and the State of 
Florida west of Apalachicola, Fla., such being the territory embraced within hi 
diocese, Affiant savs that a number of vears ago in Mobile County, Ala., in a 
remote rural part thereof known as Chestang, the Reverend Sabino Grossi, 
Ss. S. J., a Roman Catholie priest, established under the direction of affiant, a 
mission center Che people residing in this area are, for the most part, of mixed 


Indian, Negro, and white origin and are known locally as Negros or Cajm 











EMMA GAZZANIGA AND OTHERS 


At Chestang, Ala., there was erected a large and substantial Ca ( 











a large and substantial rector ind a ree a i 
home at which, under the direction o wnt a a G 
teaching school and home for the care of or ns and under} eg 
and Cajun children, not only in the Chestang, Ala., area 
a radius of approximately 30 miles to the nor and 
school, This institution is a charitable enterpr wa 
Most of the students and residents pay either tuition or a bar 
tuition. 

athe r Grossi required the services of Ca 1O tea 
care for the orphaned children (approxir ( 20 orphar ind aff 
to procure the Services of the ¢ atholie Sister {f the Order { ¢ \I 
Sisters of Verona, also known as the Pious Mothe f the ¢ rE 
Sisters have their mother house in Italy and ha 4 gaged 
missionary work in Africa particularly. Affiant is able to pre ( S 
| to come to Chestang Ita l ( 

catior Affiant wa nable t bta he 
‘ icl ng Sister i { ‘ > ‘ , 
ive bee tra { ‘ 

I i ae Sanvard al = ee ( | 
f ' e | 1. { ‘ 1) ( \ 
perso i 1 th ) i ‘ I a I 





ehildre I t there i eA “ io 
from tl \ ( t 
Chest ( | 
tion t! ( i 
) ( 
it 4 1 ( 
Can be 
wd a i 
ce lait Lhe ta rt 
Say hat 1 f 0 » 
referred to art H.R. 4st 


wil able to i in t { 
citizenship 
\ffiant i na { ( Sta 
1¢ Lin great rd t 2 
al Mnpensat ule wna 
cDarityv, ana e 1 I tre 
| er thal his a LVS 
| f i I 
Subscribed an ) befor 2 


Upon consideration of all the facets in this case, the com 
the opinion that H. R. 4866 should be enacted and accordin 
mends that the bill do pass 








2p Concress } HOUSE OF REPRESENTATIVES ({ REPORT 


ed Neo ss70N \ ) YO 110 


Mr. Cuer, from the Committee on the Judiciary, submitted the 


following = 


REPORT 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4890) for the relief of Mrs. Ruth R. Ekholm, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass 
PURPOSE O}] rH BILIT 

The purpose of this bill is to grant the status of permanent residence 
in the United States to a native and citizen of Finland. The bill also 
provides for the payment of the require d visa fee and head tax and ior 
an appropriate quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated March 
26, 1952, from the Deputy Attorney General to the chairman of the 
Committee on the Judiciary. The said letter reads as follows: 


Marc 26, 1952. 

Hon. EMANUEL CELLER, 
Chairman, Cor tlee on the J 
House of Representat ves, Washinat n, D. ¢ 


( 


My Dear Mr. Cuarrman: This is in respons request for t ( f 
the Department of Justice relative to the b H.R.4890) forther \Th 
R. Ekhoh un alice Phe bill ld ul I 
residence in the United State 
The files of the Immigration and Natura 
disclose that Mrs. Ekholm, a native and cit n of 
1909. She was admitted to the United States at port of N Yor O er 
31, 1947, asatemporary visitor for a period of | a S| at 
in coming to the United States was to obtair 


death and to visit friends On Februar 10 the a i} 
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ESTATE OF EMIL A. PESHEK 


JUN 10, 1952 ( 1 e ( é 
ae > = 
Mr. Lane, from the Committee on the 4 
aa sia 
REPOR’ 
| a ’ 

The Committee on the Judiciary Li VhomM Was | ) 
(H. R. 4891) for the rehef of the estate of Emil A. Peshe 1 On- 
sidered the Ssaume, report favorably thereor with an ment ana 
recommend that the bill do pass 

The amendment is as follows: 

Page 1, line 5, strike out ‘685,946, and insert S1,500' 

The purpose of the proposed levi lation Is 10 par the sum of 81.500 
to the estate of Emil A. Peshek, deceased, in full settlement of all 


claims against the United States for medical and funeral expenses and 
the death of Emil A. Peshek caused by injuries received in an accident 
involving a United States mail truck, in November 1940. in Pitts- 
burgh, Pa. 


* 
STATEMENT OF |] 


The Postmaster General states, in is report dated August 9, 195] 
that he has no objection tothe enactment of this bill. However, he 
stated that the amount as set forth in the bill was excessive and ree- 
ommended that it be reduced to $1,500 and the committee concurs in 
that recommendation. 

A report submitted to the Post Office Dy partment by W. V. Brown 
a post office inspector, gives a complete history of the investigation 
made in connection with this claim, and after careful consideration, 
your committee recommends the enactment of the bill as amended 

The report of Inspector Brown is as follows 
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Post Orrick DEPARTMENT, 
INSPECTION SERVICE, 
OFFICE OF INSPECTOR, 
Pittsburgh, Pa., May 15, 1941. 
Case No. 96253—-U 
Pittsburgh, Pa Accident on November 30. 1940. involving United States mail 
truck No. 17649, operated by Frank J. Deuerling, and pedestrian Emil A. 
Peshek, 1836 Diana Street, who died on January 24, 1941. 
INSPECTOR IN CHARGE, 
Philadelphia, Pa. 
1. Personal investigation was made in the case of above number and subject 
at Pittsburgh, Pa., on April 2, 5, 8, and 19, and May 10 and 13, 1941, in connection 


with other work. The case was also given some attention by telephone and 
through correspondence 
») 


1:30 p. m. on November 30, 1940. Regular Carrier Frank J. Deuerling, assigned 
to parcel post delivery and using United States mail truck No. 17649 made a 
delivery at No. 1414 Gardner Street and stopped his truck in front of that address, 
at a point about 50 feet north of the intersection of Gardner and Herman Streets. 
The carrier’s next delivery was at No. 1517 Lowrie Street and to reach that point 


2. ‘This case relates to an accident which Oecurred at Pittsburgh, Pa., at about 


it was necessary for him to turn. Instead of driving around the block he backed 
to the south and west into Herman Street. As the rear end of the truck entered 
Herman Street the carrier heard a groan and stopped immediately. Upon 


investigation he found that the car had struck and the right rear wheel had passed 
over a man, subsequently identified as Emil A. Peshek, 78 years old, of 1336 
Diana Street, Pittsburgh, Pa. Mr. Peshek was removed to the Allegheny General 
Hospital where it was found that he had suffered a fracture of the right leg at 
the thigh. 

3. Investigation was made by Robert C. Ripple, foreman and investigator in 
the Pittsburgh post office, who advised the postmaster that the facts were as related 
in the preceding paragraph and that there was no evidence of deliberate careless- 
ness on the part of the carrier. From Mr. Ripple’s report it is learned that Mr. 
Peshek was confined to the Allegheny General Hospital from the date of the 
accident to January 24, 1941, when he died, the immediate cause of his death 
being an attack of pneumonia which he suffered on or about January 21, 1941. 
Report of the post office investigator and letters from the postmaster to the 
Department on this matter are with the file, together with completed Forms 26, 
27, and 4560. Under date of May 13, 1941, Form 28 covering claim for personal 
injuries in the amount of $1,500 was filed by Emil A. Peshek, Jr., son and next of 
kin of the deceased, through Gustav M. Berg, an attorney with offices in the Ber- 
ger Building, this city. 

1. The scene of the accident is correctly shown on the back of Form 27. Gard- 
ner Street is 25 feet wide and paved with asphalt. Herman Street is 16 feet wide 
and is also paved with asphalt. There are no traffic lights or other controls at 
this intersection and there was no peace officer on duty when the accident occurred 
No investigation was made by the police. Neither street is geavily traveled and 
from the best information available there was no vehicular traffie on either street 
at the time. 

5. Carner Frank J. Deuerling has been on sick leave since February 23, 1941, 
and could not be interviewed until the 13th instant, although he was contacted on 
several occasions bv tele phone. His account of the accident is contained in an 
affidavit herewith in which he states that he has been emploved as a regular 
carrier in the post office at Pittsburgh since September 11, 1923; that on November 
30, 1940, he was assigned to parcel post deliverv, using Government truck No. 
17649, a l-ton Ford; that at about 1:30 p. m. on that date he made a delivery at 
1414 Gardner Street and his next stop was at 1517 Lowrie Street; that it was 
necessary to turn the truck and after satisfying himself that the way was clear he 
started to back from Gardner Street into Herman Street; that he had looked 
around before getting into the truck and looked back from the driver’s seat 
before the truck was moved but saw no one and was satisfied that he could back 





n safet that he did net sound the-horn or give any other signal of his intentio1 

that the streets were slippery in spots and the truck was equipped with chains; 
hat as the truck backed into Herman Street he heard a groan and stopped 
" ediat that on investigation he found that the truck had struck a peces- 
triar ibsequently identified as Fmil A. Peshek of 1336 Diana Street, the right 
wheel having passed over him; that the truck was moving so slowly 1 as stopped 
before the fro vheel touched the pedestrian; that he understand that while Mr. 
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11. The claim as modified by the claimant on May 24, 1941, for $946.39 is 





herewit! Concerning the statements submitted in support of the claim at- 
tention is respectfully invited to a letter from the superintendent of Allegheny 
General Hospital under date of April 7, 1941, herewith, advising that the charge 
ror sp er\ Ss Was as shown in the de led statement accompany the ciaim 
$216.15, and that payment has not been received, The file includes a letter from 
William Sirlit he f 
the claimant 
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Department at that time. The claim submitted by Mr. Ps 
filed with the same, relating to 1! i 
Congress. The only papers bearing o1 
attached. 
Since the amount incorporated in H. R. 4891 
claim filed by Mr. Emil A. Peshek, Jr., this Di 
to the passage of the proposed legislation. 
This Department has been advised by 
have no objection to the presentation of this r¢ 


Sincerely yours, 
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Post Orrice DEPARTMENT, 
OFFICE OF THE POSTMASTER GENERAL, 
Was/ ngton, D ate September 19, 1951, 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuarrMAn: Reference is made to your requestf or a report on H. R, 
$921. a bil! for the relief of Silas B. Morris. 

This measure provides: 

“That the Postmaster General is hereby directed to waive the collection of 
$505.46 from Silas B. Morris, Route 3, Temple, Texas, which is the amount paid 
him, less taxes, as a substitute rural mail carrier. Mr. Morris is a permanent 
employee at the Veterans’ Administration Hospital, Temple, Texas, and was 
advised by officials of the Post Office Department that he could act as a substitute 
rural mai! carrier notwithstanding the fact that his salary with the Veterans 
Administration exceeds $2,000.” 

Mr. Morris was emploved as a substitute rural carrier at Temple, Tex., after the 
postmaster had been erroneously informed by the rural disbursing 
that there would be no objection to his employment in a dual capacity. 

In view of the foregoing circumstances, this Department wouid interpose no 
objection to the enactment of this !eyvislation. 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this report to your committee. 

Sincerely yours, 


po tmaster 


J. M. DoNaALpson, 


Postmaster Gene-al, 


UnitreEp States Posr Orricr, 
Austin, Tex : July 11, 1951. 
Hon. Bos Poaas, 
Vember of Congress, Washington, D. C. 


Dear CONGRESSMAN: Thank you for your letter of July 6 inquiring about the 
situation with respect to Mr. Silas B. Morris, of Temple, Tex., whom we are 
requesting to refund the sum of $522.56 for services rendered as substitute rural 
carrier while he was emploved with the Veterans’ Administration in Templ In 
order that you might have the complete story, I am enclosing copies of correspond- 
ence with the Post Office Department, including the statement of fact that this 
office did advise Opal Roberson, postmaster at Temple, that we knew of no reason 
why Mr. Morris could not be employed as substitute rural carrier. You will note 
that the Department replied that we must issue orders discontinuing Mr. Morris 
as substitute rural carrier and call upon him for a refund for the entire amount 
paid for his substitute service. We, in turn, wrote the Department requesting 
authority to collect on the basic salary paid since we thought Mr. Morris was 
entitled to the equipment-maintenance allowance he had drawn during his 
service. The Department replied that they would give consideration to the 
question of authorizing payment of 8 cents per mile vehicle hire to him after he 
had refunded the entire amount. 

That’s the whole story, Congressman, and, of course, I regret the necessity of 
asking Mr. Morris for this refund, but under the law there is no out We have 
had other instances come up since this situation developed and my information i 
that the Department is calling on bondsmen in some instances for the refund, if 
it is not forthcoming from the individual. I do not konw what the Department 
will do in Mr. Morris’s case however. 

Be assured it is a pleasure to give vou this information and that I am always 
glad to hear from vou 

With kindest personal regards, 


Sinceretyv vours 


enclosures 
| 


>» S.—The equipment-maintenance allowance vill amount to appre mately 


$128 
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May 11, 1951 
Mr. Josern J. LAWLER, 
Assistant Postmaster General, Bureau of Post Office Oneratior 
Division of Rural Delive ry service, Was/ ngton, Bet 

Drar Sir: Reference is made to vour letter of May 9, 1951, initials RP:LM:CJ 
in which this office is instructed to collect a refund from Silas B. Morris, s 
rural carrier at Temple, Tex., because of his being empl 1} 
Administration at a salary in excess of 52,000 per annun 

In asking for the refund you state that we should collect t ent 
paid for substitute service. It is the belief of tl office that thi ‘ at w 
should collect only the amount paid as salary and that Mr. Morris is entitled to 


the equipment maintenance he has been paid inasmuch as it is reimbursement 
to him for expenses incurred in the use of his automobile in servici é 
route. 

Please advise us by return mail if tois is the case so that we sha ow what 
amount of refund must be collected. 

We recommend that section 135.26 of the Postal Laws and Regulati also 
be included in the Postal Laws and Regulations under dual ¢ pioyiment 1 pre 


vent such an occurrence as this happening again at this office or any other office 
that may have an occasion to hire a person working for another Gove ent 
agency. 

Sincerely yours, 


Post Orrict Dy PARTMEN 
ASSISTANT POSTMASTER CiENER 


S3UREAU OF Post Orrick OPERATIO 


Mr. R. L. PHINNEY, 
Postmaster, Austin, Tex. 
Dear Mr. Puinney: The receipt is acknowledged of vour letter of Ap: 
1951, ONB:hp, concerning the action taken by vour office in app > 
Morris as substitute rural carrier at Temple, Tex., effective April 1, 1950, and 


advising the postmaster that as long as his Veterans’ Administrat es did 
not interfere with his availability for service as substitute rural carrie new 
of no reason why he could not be emploved as substitute, and calling attention te 


the fact that Mr. Jim Harrison, personnel officer of the Veter: stratic 
Temple, had called the postmaster and informed her that Mr. Morris could 1 

serve as a substitute rural carrier for the reason that his aggregate salary from 
the Veterans’ Administration and as subst ‘ ! x ; 
$2,000 and of Mr. Harrison’s contention that it would be necessary that Mr. 





i =a i 

Morris resign at once as substitute rural carrier and refund the amount paid him 
in that capacity. 

In reply, you are advised that your office evide y overlooked thi 5 
of the law embodied in section 135.26 of the Postal Laws and Regulatio 

It will, aecordingly, be necessary for vou +t SStle rders co} g 
immediately the services of Mr. Morris as substitute rural earrier at Pn 
upon him for a refund of the entire amount paid for substitute service 

Section 137.23 of the Postal Laws and Regulations provides that posta 
ees may be employed in a dual capacity in the Post Office Department a id 
therefor regardless of the amount of compensat ' ed. b 
has no bearing whatever on the prohibition of the emplovees from serving i 
different departments when the aggregate salarv amounts to more than 82,000 } 


annum 
The papers submitted by vou are returned here 
Sincerely vours 
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1 , Postmast ( j ! } a of Post Ofhce Operation 
) , }? a D ‘ Ni Was) ng ; DD. ¢ 
Dear Mr. Law ter: There is enclosed a copy of an order dated Mar 28 
1950, appointing Mr. Silas B. Morris as substitute carrier, Route 3, Temp 
Tex., and subs lent correspondence relating to this appointment 
\\ master wrot us or Marcel ad 1950, a copy of w } List i 
tach it Mr. Morris was an emplovee of the Vet« s’ Adi 
tra Ce! I i } ve advised tl tina is I ows 
\ I i his \ ins Admit tration duties do 1 t intertere nt iva 
at r service a stitut rural Carrier, We tt reas VI Sua 
B. Mort - us emploved 
| ised on the fa at ri e Ma Inst S 
for Pos Per ol { Pos Laws and Re itions coul e find any 
rel ial emplovment in another governmental agenev with a $2,000 











, { egulations it istenece at that tin howe r during the war soul 
‘ mang tha se res lons Were relaxed and we ow ol order rest 
he rest! ons Chis, coupled wit! ( tha his subject matter is not 
er ! rel Dos reg ations, Wa Da ol i! i { ( he 
na 
\I hin Harri or personne oO CCT e \ i! Adi rat femple 
Postn rempl it April 18 advis © postmaster tha 
' \I I ryve a s I \ lor reat ha Ss ager 
, ilar fro! ( \ erans Adm istratiol i 1 as stitute rural Carrier 
ss of $2,000. Mr. Harrison contended that it would be necessary f 
! resign at ce and aiso reumbut the amount whie! id been paid 
isa subs e rural carrie! 
\\ I ul Pp ist 5 ( i> OUT - nt is thaatter ret ri 11! i 
Since} rs 
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JAROSLAV, BOZENA. YVONKA. AND JARDA ONDRICEK 
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YT | _ } 
Plhithi f Ol + ty 
() t) 7 - 
>t )D rp 
REPOR' 

The Committee on the Judician to whor ! t tre 
(H. R. 5111) for the relief of Jaros: Bozena, Yvo and Jarda 
Ondricek, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do ] 

PURPOSE O] 

The purpose of this bill is to grant the status of permanent residences 
in the United States to a native a 1 cH of Czechos a 1, tiis 
Czechoslovakian wife, and two Venez wn-borh chiidarel he bill 
also provides for the payment of the required visa fees and head taxes 
and for an appropriate quota deductio1 

GENI \] NEO I 

The pertinent facts in this case are contained in a letter dated 
March 4, 1952, from the Deputy Attorney General to the chairman of! 
the (C‘ommitter Ol} the a idic ary. W hyve i) le | ré ads as follow ~ 
Hon. EMANUEL CELLER 

Chairman. Con tf ; e J \ 
House of Representat MN 1) 

My Drar Mr. CHAIRMAN: Tl 
the Department of Justice relat 
Jozena, Yvonka, and Jarda Ondri 
permane! t resick nee in the I’nited St: 

The files of the Immigration and Natura Ser D 
disclose that the al col : : ‘ ' 
natives and citizens of C; < R00 
and August 27, 1914, respeet 


Venezuela. Y\ nKa Was DOoTn Jar ary | LJtU, a i Ja Lid \Lare Ss LY4Z 





x 


JAROSLAV, BOZENA, YVONKA, AND JARDA ONDRICEK 








The aliens last entered the United States on December 10, 1949, at Seattle, 
Wash., as temporary visitors for a period of 3 months. They were granted 
extensions of temporary stay until June 1, 1950. They are presently under 
deportation proceedings and have been granted the privilege of voluntary depar- 
ture, but they have not departed. 

Mr. Ondricek states that for 25 vears he was a resident of Venezuela where he 
was employed by the Shell Oil Co. He is presently retired and receives a pension 
of approxin ately 3146 a month In addition thereto, he derives an income of 
about $270 a month from real estate owned in the United States and a1 come of 
from $30 to $40 a month from real estate situated in Venezuela He states that 
the value of his real estate holdings totals approximately $101,000. 

Che children, being natives of Venezuela, ar eligible for nonquota status in the 

iance of immigration visas. Mr. and Mrs. Ondricek are chargeable to the 


Czechoslovakian quota which is oversubscribed and immigration visas are not 
readily obtainable. The record presents no facts which would justif) 
the aliens a preference over others who desire permanent residence it 





BE ' . 

: States but who nevertheless remain abroad and follow the procedur 

5 DV IAW In Obtaining entry tor permanent residence 

FS Accordingly, this Department is unable to recommend enactment of the 





measure 
Sincerely 
Deputy Attorney 
In addition, Mr. McKinnon, the author of this bill, submitted the 
following letter in support of his measure: 


BurLeR & WKAMINAR 
ATTORNEYS AND COUNSELOR \ | 
Sa Diego ,. te / 1, 196 


Re Jaroslav Ondricek and family. House bill No. 5111. 











H Crinton D. McKinnon, 
Ve House O fice Build nd, Wasi ngton, D. ¢ 
Dear Co i sMAN: The following a rés ‘ 1 i mn 
e petitioner in the above-entitled bill bases his plea for appr e action 
{ ress ( the | ted States 

J Ondricek a I family entered Is count! ega ( uve vermiit 
\ ! - this co trv, he w oO e Uz ( i ( i 

‘ } ! ied r 25 vea At tha ( e C ze, S Cc | re- 

i ad eRe venous d said he would o1 ( rave ( ent to 

( chosioy La 1 the! inofl 1 i pr ite 1a ( I ! Lo 
{ 
Mr. O ( Suited officiais of the She Oia e 1o! I had 
ind ilso asked him not to return to Czechoslovakia | e of 
1 {trail n the de ) vil field 
i i ipsta il tvpe of ecitizer iti »> po { I ) A 
irae He has k self i ra 1 sirable po ca 1 3 
ind sympa vith the present ( hoslovakian Govern I 
aste! 

Th ( choslovakian quota is at present only ehtlhy subser ed and i st 
eC i o be oper frer Julv 1, 1952. 

Tr} mans great exp ence d veiopu i i operating oi fi is t y 
the affidavit on file of the Shell Oil affilia should be allowed to re id the 
ro} irtain and p o use by the Russians He is at present doing experime ul 
work in oil field fir ontrol for the Shell Oil Co. of California 

I trus hat these facts w receive tavora Ltt ion DV \ I ) 1 Ss in 

e House 

s erely 


Joun D. BUTLER 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 5111 should be enacted and accordingly recom- 
mends that the bill do pass. 


O 
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MRS. PIA BIONDI f 





JuNE 10, 1952.—Committed to the Committee of the Whole House anéordered 


to be pri ¢ d 


mn 


Mr. Watrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 5188 


The Committee on the Judiciary, to whom was referrec’ the bill 
(H. R. 5188) for the relief of Mrs. Pia Biondi, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Mrs. Pia Biondi, a native and citizen of 
Italy. The bill also provides for the payment of the required visa 
fee and head tax and for an appropriate quota deduction 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
March 13, 1952, from the Deputy Attorney General to the chairman 


I 


of the Committee on the Judiciary, which letter reads as follows 


Maren 13, 1952 
Hon. EMANUEL CELLER, 
Chairman, Committee on the J j I 


House of Re prese? fatives, Wash nator D ( 
My DraR Mr, CHairMAN: This is in response to vour request 


the Department of Justice relative to the bill (H. R. 5188) for the relief of Mh 
Pia Biondi, an alien The bill would grant her permanent residence i he | ed 
States. 

The files of the Immigration and Naturalization Servic f tl 1) 
disclose that Mrs. Biondi is a native and citiz f Ita as bor J 
24, 1899 She last entered the United Stat December 23 (y4t) i Vew 
York City as a visitor for a period of 3 months ar va 
temporary stay until September 26, 1951 At the of r arriva he i 
destined to her daughter who had entered the | ted States sept ber 21, 


1949, as the fiancée of A membe r of the Unite | stat Armed | re he 7 ore 








2 


MRS. PIA BIONDI 


further shows that the alien’s daughter was married on December 17, 1949, to 
Howard V. Sweeney, a citizen of the United States, and a member of the United 
S.ates Armed Forces, and her status was adjusted to that of permanent residence 
oO} July 5, 1950. 

Mrs. Biondi states that her husband died in 1942 and that 











and two brothers-in-law residing in [Italy Mrs. Sweeney her only chil \Ir- 
Biondi is not employed but is being supported by her da er Mrs. Swe 
} been emploved since February 1950, in a clothing factory earning from $55 to 
S60 a week She also receives an allotment of S85 per month throue! r husband 
who is still in the United States Army, now stationed in Korea 
The alien is chargeable to the quota of Italy which is oversul bed and 
ration visa ) lily obtainable In this respect r cast ar te 
i ot I re o enter the | d St pet a1 resi 
d | record, | presents no considerat \ \ t 
oy 1 alien a preference over others who desire ) a uJ ! 
| i States | vho nevertheless have remained abroad and are following t 
procedure preseribed by law in obtaining entry for permanent residences 
Accordingly, tl Department is unable to recommend a ( { ( 
a 
Sj rely 


In support of this measure, Mr. King of Pennsylvania submitted 
the following letters 


LeEHIGH CouUNTY AMERICANIZATION Burt 











1on August 15, 1951, bv vour esteemed predecessor, the late Congressman 
Alb C. Vaught The bill is intended to aid in the adjustment of the 
atus Mrs. Pia Biondi, mother-in-law of Sgt. Howard \ 
United States Army 
As you are probably aware, Mrs. Biondi, a native and citizen of Italy and a 
low, has been residing with her only child, Mrs. Maria Grazia Sweeney, wife 
of Sergeant Sweeney, in Fullerton, Lehigh County, Pa., since December 1949, 
the latter was serving in the United States Army both here and in Korea 
It as mv privilege to have known Congressman Vaughn verv well and t ave 
own his views in this case: indeed, he, too, resided in the same comr it 
e beneficiary of this bill and her daughter 
Knowing Mr. Vaughn as well as I did, 1am certain he would not have itiated 
islatic less he isfied 1 nerit¢ S CAN L also fee is he 
i i\ Lhat } i ire ra { press { 
precia Oo Sergeat ein our Armed | Cs 
la ac ) be a tril ( 
. of a fine a Albert C. Va 
: Yo ve! Lie 
; ( I Ix Boy 
Be er 
\ r OVW N | \/ f i og 
; | KARL ¢ Ki \I. ¢ 
/ P 0 } q. Allento P 
DEAR ¢ nN Ki la W eCA ) i ert I H.R 
RS ( ’ sf | \ st 15, 1951, b rte C ongre i \ { 
\ enet \I Biond 85 | : i ert Pa 
| ( \I i] irra \ ~ } ary j 
\I Bio f ra 2 , . } 
| Sta of Amer } j 
| { and so ad | ( 
Roe ae nger ha 
Nat zi ; Sw \ . | ‘ Q 
} \1 \ Nove 19 ~ e \f ( ‘ 











MRS. PIA BIONDI vo 


her daughter to all the special functions of the school and ’ 
in its activities. sSoth she and her daughter poss t hie od ba i 
the type person we are desirous of having in ¢ ney \ 
in their home and there too is every evider fa ’ 

1 therefore hope that vou w promote the pa 
welfare of Mrs. Biondi, but as a tribute » tl i 

Thank you, 

Respectfully vours, 
s ( ) | 


Upon consideration of all the facts u | ( ( Ul 
of tl ISS should Te i( i 


Lie opinion that H. | 


recommends that the bil 
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Pd Ne ssion \ } 
MARTIN A. DEKKING 
JUNE 10, 1952.—Committed to the Committee of the W 


Miss THompson of Michigan, from the Comm 


submitted the followin: 


REPORT 


| a i I 2 
The (C‘ommiuttee Or) the Judiciary tO whon 3S 
(H. R. 5442) for the relief of Martin A. Dekking, ha 
the Sane, report favorably the reoh Without I Dare! 


mend that the bill do pass 


PURPOSE OF TH Bil 
The purpose of this bill is to grant the status of pi 
in the United States to Martin A. De 


| f } | 


for the paviment of the required Visa Tee ale id 
appropriat quota deduction, 
GENERAL INFORMATI( 
The pertinent facts in this case at Ohtained ina 


25, 1952, from the Deputy Attorney General to the cha 
Committee on the Judiciary, which letter reads as follow 


Hon, EMancven CEeLier 


My Dear Mr. CuatrMan: This eSD 
the Department of Justice relative t i 
A. Dekking, an alien. The bill ) t 
United States 

her attae la ! 
tion Service of tl 1d ‘ 

Whe ¢ rd ~ i 
special te i ra Mr. D 
i Ne ul ‘ 


REP 


pi 


NIV. 


es 
} 
+ 


JUN 


R 


1 











2 MARTIN A. DEKKING 


Accordingly, the Department of Justice is unable to recommend enactment of 
the bill. 
Sincerely; 
\. Devitt VANECH, 
be puly Altorney Gen ral, 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
ServicEk Fines Re Martin A. DekKING, BENEFICIARY oF H. R. 5442 


Mr. Dekking is a native and citizen of the Netherlands who was born on Feb- 
ruary iW. 1926 He entered the United States at Laredo, Tex.. on January 29, 
1949, when he was admitted as a student destined to Texas Christian | hiversity 
at Fort Worth, Tex. He had previously entered the United States as a non- 
immigrant during the vears 1946, 1947, and 1948. He has been granted numer- 
ous extensions of stay as a student, the last of which will expire on September 22, 
1952. He last entered this country at Laredo, Tex., on September 10, 1949, 
after a brief visit to Mexico. 

Mr. Dekking enrolled at Texas Christian University at Fort Worth, Tex., 
during January of 1949. Prior to that time he had been a student in Texas 
Wesleyan College at Fort Worth and the University of Tampa at Tampa, Fla. 
He aiso attended a university in Clairmont, Calif. He is still attending Texas 
Christian University, where he is presently taking a postgraduate course in Italian, 
German, and government. He has already obtained a_ bachelor-of-science 
degree in business administration from that university and is presently working 
toward a master’s degree in business administration. 

Mr. Dekking, in partnership witha Mr. Jack Housman, operates a small import- 
export business from which he derives an income of about $200 per month. Mr. 
Dekking and his partner are presently importing decorative articles, such as 
ceramics, but it is their intention to add a line of imported carpets in the near 


future. Mr. Dekking also draws a pension of about $200 per vear from the 
Netherlands Government because of injuries sustained while a member of the 
Dutch Marine Corps. The money from this pension is deposited in a bank in 


Holland, and in order to obtain it Mr. Dekking has to secure letters from the police 
department in Fort Worth and state that he needs such money to attend school 
and live on. Mr. Dekking has not other income. He is not married and he has 
no dependents. His parents reside in Mexico. His father at one time was a 
career diplomat for the Netherlands Government and was stationed for a time in 
Ne xico 

The quota for the Netherlands, to which Mr. Dekking is chargeable, is oversub- 
scribed, and an immigration visa is not readily obtainable. 


Mr. Wilson, the author of this bill, appeared before a subcommittee 
of the Committee on the Judiciary and testified as follows: 


Mr. Martin A. Dekking, a native of the Netherlands, is approximately 26 
vears of age and entered the United States at Laredo, Tex., on January 29, 1949, 
as a student, receiving several extensions. He is now also connected with tle 
Panther Oil & Grease Manufacturing Co. of Fort Worth, Tex., and with Jack 
Housman, manufacturers’ representative of Dallas, Tex. His knowledge, 
abilities, and understanding of foreign languages and foreign markets make him 
most valuable to these concerns or anyone in need of his services. <A lingu'st 
with his experience in all probability could not be replaced in that part of the 
country by these small businesses, and it would certainly work a hardship on 
them to lose the services of Mr. Dekking. 

I have met this young man personally and have also discussed with a number 
of citizens of Dallas the problem that would be created by his departure from the 
United States. I was favorably impressed with his appearance, ability, and 


attitude in general. Many prominent interested parties have contacted me, 
and I have here several of the communications received. A review of this cor- 
respondence will disclose that the people who know Dekking recommend him 
highly in his profession and as a prospective citizen. From evidence, his character 


is above reproach and he is worthy of being considered for permanent residence 
I urge favorable consideration of H. R. 5442 and call attention to a letter and 

personal data received from Mr. Dekking and a number of other communications 

n his behalf 

Im fil Ola . 


In addition, Mr. Wilson submitted the following letter in support 
of his bill: 








MARTIN A. DEKKING 3 


PANTHER Ort & GREASE MANUPAC RI 
Ba ; Vy} i} J 7 


Hon. J. FRANK WILSON, 
House of Representat es, Was/ 


DraAR Mr. Witson: Last year you introd oto ; 
friend, Martin A. F. Dekking. Unless t} passes bef J 


i i ( I } & és 
Martin will have to leave this country and ret Holland 

From my personal observation, he is al 
desirable for a United States citizer persona feel that | ha | 
his education here in the States would certa 
manent resident. I’ve known Martin for ind | ira 
reproach. 

Aside from the fact that Martin would make a good citizen, I realize it there 
are certain other requirements necessary before a s nat pa 1 
As an employee, he is valuable. He is doing a i vitl e Pa é 
Oil & Grease Manufacturing Co. As you probab al ( 
hard to find in this section of the country Before \la 1 ma r 
letters written in foreign languages had to go una ered because W ible 
to obtain translations. To lose him at this time would tinlv | 1 hardship 
on the Panther Co 

Other than being valuable to the Panther Oil & Grea \Ia acturing Co., | 
understand that he’s associated with a Mr. Housman of Dall H been work- 
ing with Mr. Housman on a part-time basis ever since he was a ident attend- 
ing TCU. It is my understanding that he’s als lispensable \ir. Housman’s 
business operation. 

It would be to the interest of many Americans that Martin be granted pr ege 
to remain in this country. 

Anything that you can do to secure favorable considerati 
getting the committee to refer it to the House is certainly app! i 

Trust that you are making every effort possible in getting a 
lution. 

Thank you very much for anything you ible 


Dekking. 
Sincerely, 


Upon consideration of all the facts in this case, the committee is 
of the opmion that H. R. 5442 should be enacted, 
recommends that the bill do pass. 


1 
and it accordaimgly 


O 
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PAUL MYUNG HA CHUNG Lf 


June 10, 1952.~—Committed to the Committee of the Whole Hous 


Vir. Cnecr, from the Committee on the Judiciarv. submitted the 


followine 


REPORT 


The Committee on the Judiciary, to whom was referred the bill 
H. R.5570) for the rehef of Paul Myung Ha Chung, having considered 
the same, report favorably thereon with amendment and recommend 
that the bill do pass 

The amendment is as follows 

On page 1, beginning on line 4, after the name “Paul Myung Ha 
Chung” strike out the following language: ‘*, who entered the United 
States as a student from Seoul, Korea, on August 28, 1947, and is 
not attending the University of Kentucky and residing at 918 Darely 
Drive, Lexington, Kentucky, 


The purpose ol this bill, as amended, is to grant the status of 
permanen residence in the United States to a native and citizen of 
Korea The bill also proy ides lor the pas ment ol the required \ isa lee 
and head tax and for the appropriate quota deduction 


GENERA INFORMATION 
The pertinent tacts in this case are contained in a letter dated 


(pril 14, 1952, from the Deputy Attorney General to the chairman of 
the Committee on the Judiciary, which letter reads as follows 


\ 14, 1952 
HH ku I Cy Et 
(tha 1? Com? } / 
I] f Rep nt MW hing ( 
\ly Dear Mr. Cuatro } : responst ) juest for views of 
the Depart t of J ce relat H. | 9970) fo f Pa 








PAUL MYUNG HA CHUNG 





Myung Ha Chung, an alien. The bill would grant him the right of permanent 
residence in the United States 

There is enclosed a report prepared by the Immigration and Naturalizatior 
Service of this Department setting forth the facts relative to the alien 

Inasmuch as the alien is of the Korean race he is ineligible for naturalization 
and therefore inadmissible to the United States for permanent residence 

Whether, under the circumstances, the general immigration laws should be 
waived in the case of this alien presents a question of legislative policy concerning 
which this Department prefers not to make a recommendatior 
Sincerely, 


\VIEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Fires Re Patt MyunGc Ha Cuunc, BENEFICIARY or H. R. 5570 


Paul Mvung Ha Chung, a native and citizen of Korea, was born on December 


1. 1929 He arrived in the United States at San Franciseo on August 28, 1947, 
and was admitted as a student destined to Asbury College, Wilmore, Ixy He 
has received several extensions of stay, the last of which expired on March 15, 
1YoZ 

Mr. Chung, who has never been married, resides with his parents, two brothers, 
and a sister in Lexington, Wy His father last entered the United States for 
pertmnanernt residence on November 21, 1949, as a nonquota immigrant, as a 
tninister Che other members of his family entered the United States on Septem 
ber 2, 1950, as nonquota immigrants, as the wife and unmarried children under 
IS vears of his father. Since he was over the age of IS he could not obtain 
nonquota status through his father. He is the only member of his family who 
does not have the right of permanent residence in this country lhe beneficiary 
completed his grade and high-school education in Korea and then attended a 
preparatory school in that country Upon entering the United States he at 
tended Asbury College where his father was located. He transferred to the 


University of Kentucky in 1949 and expected to graduate in January of this vear 
Mr. Chung plans to continue his work at the university in order to obtain his 


; master’s degree in mechanical engineering. He holds a scholarship at the un 
versity which pays for his tuition. After receiving permission from this service 
a part-time job which pays him approximately $5 a week. His room and board 


and other incidental expenses are furnished him by his father 
The alien is racially ineligible for entry into the United States for permanent 


residence 


Mr. Golden, the author of this bill, appeared before 2 subcommittee 
of the Committee on the Judiciary and testified as follows 


I wish again to state that I believe Paul Chung is a fine voung man and that he 
should be permitted to reside permanently in our countrys He is now the only 
member of his immediate family that has not been given the right to resid 
permanentiyv in the United States 

We have filed with vour committee heretofore many fine letters of recommenda 
tion for this voung man from some of the leading clergvmen and other outstandit 
citizers in our country 

We trust that your committee may soon favorably consider and report H. R 
5570 to the House for the relief of young Chung, and anything that vou and the 
other members of vour committee may do in this connection will be vreatth 
appreciated by me as well as by voung Chung, the members of | familv. and 
their legion of friends in our country 


Upon cousideration of all the facts ta this ease, the committee is 


of the opinion that H. R. 5570, as amended, should be enacted, an 
accordingly recommends that the bill do pass 








REPORT 
No. 2117 
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ROLLINS F. BAKER AND OTHER EMPLOYEES OF THE 
ALASKA RAILROAD 





Ji NE 10 1952.—( ommitted to the Committee of the Whole Hlouse and 1 red 
to be printed ma 


Mr, Lane, from the Committee on the Judiciary, submitted Ee 
follow ing 


REPORT 


[To accompany H. R. 5578] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5578) for the relief of Rollins F. Baker and other employees of 
The Alaska Railroad, having considered the same, report favorably 
thereon with amendment and recommend that the bill do pass. 

The amendment is as follows: 

Amend the title so as to read: 

A bill for the relief of Rollins F. Baker and other employees of The Alaska 
Railroad. 

The purpose of the proposed legislation is to pay to certain em- 
ployees of The Alaska Railroad specified sums, as reimbursement for 

personal effects and work tools destroved as a result of the fire which 
occurred on January 15, 1951, in the Anchorage Terminal Mechanical 


Building of The Alaska Railroad. 


~ 


STATEMENT OF FAC1 
The Secretary of the Interior recommends the enactment of this bill, 


and in his report dated March 10, 1952, gives the hi 
Therefore, after careful consideration, 


the recommendation of the 


story of the Dro- 
. ° . i 
posed legislation. the com- 
mittee coneurs In Department of the 
Interior. 
The report is as follows: 








ROLLINS F. BAKER AND OTHERS 





DEPARTMENT OF THE INTERIOR, 
Washington 25, D. C.. March 10, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 

House of Re prese ntatives, Washington 25, me 


My Dear Mr, Crevier: Further reference is made to your request for the 
views of this Department on H. R. 5578, a bill for the relief of certain employees 
of the Alaska Railroad. 

I recommend that H. R. 5578 be enacted 

The bill would authorize and direct the Secretary of the Treasury to pay to the 
persons enumerated below the sums specified, in full settlement of all claims against 
the Government of the United States, as reimbursement for losses sustained 
through the destruction of personal effects and work tools by a fire which occurred 
on January 15, 1951, in the Anchorage Terminal Mechanical Building ‘of the 
Alaska Railroad: Rollins F. Baker, $46.45; Claire G. Spensley, $132.05; Weston 
A. Hillman, $401.99: Walter W. Summers, $199.51; Richard C. Catherwood, 
$380.05; Dolores D. Runner, $2.35; Marcia Zahrobsky, $10.75; Arthur R. Strong, 
$100; Irwin ©. Rasmussen, $50.95; Calvin L. Barr, $50.95; Everett L. Shroll, 
$37.25; Harry A. Johnson, $38; Eske Eskesen, $41.60; Clinton R. Jenkins, $255.75; 
tichard D. George, $85.25; Dan A. Kraft, $42.25; Lemuel J. Smith, Junior, 
$54.25; Charles W. Smith, $94.01; Alvin W. Bratten, $73.50; Cary D. Everhart, 
$536.60; Phillip Kolganko, $71.90; Billie J. Hubert, $45.70; Flovd R. Baker 
$46.75; Fred M. George, $211.20; Botvid L. O. Kallman, $147.92; Lyle F. Me- 
Dermott, $98; Michael A. Jacobs, $30.70; Fred W. Bender, $238.47; Duane M. 
Woods, $91.50; Richard L. Moyer, $38.50; Harry R. Rank, $128; Ann G. Re- 
wolinski, $212.20; Joseph Fowler, $30; Guy Williams, $44.50; Charles 8S. Somers, 
$13.52; David H. Andrews, $96.50; Eugene W. Johannes, $22.98: Lewis G. 
Firmin, $52.78; Fred W. Nilsen, $76.40; Andrew E. Dennis, $111.06; Lester P. 
Corliss, $166; Russel W. Goddard, $176.30; Braham Latch, $96.55; Eugene 
McBride, $44.35; Estel 8. Phelps, $67.32; Albert N. Deary, $108; Neal E. Osgood, 
$244.60; Joseph Schneider, $97.80; Ralph R. Thomas, $1,071.65; Robert L 
Sellers, $53.69; Howard FE. Michou, $42.40; C. G. Barnett, $398.85; William H. 
Miller, $147.18; Harvey M. May, $568.65; William F. Cairns, Junior, $229.20; 
Daniel M. Leonard, $45.50; Donald C. Barnett, $423.40. 

In a memorandum dated March 20, 1951, the Solicitor of this Department 
advised counsel for The Alaska Railroad that the Federal Tort Claims Act (28 
U.S. C., 1946 ed., Supp. IV, sec. 2672, et seq.) provided no basis for making pay- 
ment on claims of The Alaska Railroad emplovees who sustained losses as a 
result of the fire in the Anchorage Terminal Mechanical Building in the absence 
of any evidence tending to show (1) that the fire occurred as a result of a negligent 
or wrongful act or omission upon the part of personnel of The Alaska Railroad 
while acting within the scope of their employment, or (2) that the failure to place 
the fire under control before it destroved the property was chargeable to negligence 
or misconduct upon the part of the railroad’s personnel responsible for fire fighting 
measures and activities. 

Affidavits have been submitted by the claimants concerning the incident 
covered by H. R. 5578, listing the property destroyed and the value of such 
property. These affidavits in duplicate are enclosed for your consideration. It 
should be noted that in several of these affidavits the current value of the articles 
listed corresponds with the original cost of these articles, and in some affidavits 
the current value of articles is listed as exceeding original cost. In view of the 
current inflationary situation there may be considerable justification in not 
following the usual practice of deducting from the original cost an amount which 
may be ascribed to depreciation. On the other hand, it is believed that a claimant 
should not be permitted an appreciation on any of these articles, and in this 
connection it should be noted that where any affidavit reveals an appreciation, 
the bill provides for payment of the claim on the basis of the original cost of the 
articles in question. 

The claims submitted seem to be reasonable. Since the losses sustained by 
these claimants occurred through no fault of their own, and as they involve per- 
sonal property of the claimants located on Federal property, [ believe that pro- 
vision should be made for reimbursement for such losses by the Government. 

The Bureau of the Budget has advised that there is no objection t 


] oO the sub- 


mission of this report 


Sineeretyvy vour- 


Dat | Dory, 
Assistant Secretar / of the Inter 0 
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FRIEDA MARGARETE ECKER 





JuNE 10, 1952.—Committed to the ( : , ' ’ 


Mr. GrauHam, from the Committee o he J t 


REPORT 
To a ompal i. | 


The Committee on the Judi ry. té : : 
(HH. R. O961 tor the relief oO} Ky da Nia ets he } 
sidered the same, report fay 


recommend that the bill do pa 


PURPOSE Ol} 


The purpose of this bill isto war ( 407 
eration laws concerning the comm! 


turpitude, in behalf of the German fiancée « lL) ~ 
serviceman 


The pe rtinent facts in this ease m 
ments which were submitted to tl eo 


Melkini OT, t | ce auth yr of this hyd] 
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In reply refer t« | th | 
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WILLIAM J. MARTIN 





<= 2 

nS 
JuNE 10, 1952.—Committed to the Committe \\ House ad ordered = 
to be printed - 

> : 


Mr. Lane, from the Committee on the Judiciary, subnittted the 


following 


REPORT 
[To accompany H. R. 6356 


The Committee on the Judiciary, to whom was referred the bill 
(Tt. R. 6356) for the relief of William J. Martin, hav ing considered the 
same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof 
the following: 


That the Comptroller General of the United States is hereby authorized and 
directed to cancel the indebtedness of William J. Mar e amount f S146 86 
arising out of the transportation of his household goods from Leland, Mississippi 
to Arlington, Virginia While he Was an employee of thi Lnited Stat Department 


of Agriculture in September 1947 


The purpose of the proposed legislation is to pay the sum of $146.86 
to William J. Martin, of Arlington, Va., in full settlement 


tlement of all claima 
against the United States for reimbursement for expenses in shipping 
household goods from Leland, Miss., to Arlington, Va., while an em- 
plovee of the United States Department of Agriculture, in September 
1947. 

STATEMENT OF FACTS 


The Department of Agriculture, in its report dated April 25, 1952, 
clVves in detail the history of the propose d ft ey slat on 
enactment of this bill. Therefore, after careful 
committee concurs in that reeommendation 
The report of the Department of Agriculture is as 


, and recommends 


considerat on. VoOur 


bo 


WILLIAM J. MARTIN 


DEPARTMENT OF AGRICULTURE, 
Washington, April 25, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Cetver: This is in reply to your request of February 1, 1952, for a 
report on H. R. 6356, a bill for the relief of William J. Martin. 

The records of this Department reveal that in September 1946 the official 
station for William J. Martin, employed as a cotton technologist, was changed 
from Stoneville, Miss. to Washington, D. C. Transportation for himself, his 
family and his household goods was authorized in accordance with regulations 
covering transfer from one official station to another, then current, namely, 
Executive Order 8588 of November 7, 1940, as amended, and Executive Order 
9743 of June 26, 1946, under the provisions of which the maximum weight for 
which payment would be made by the Government for movement of household 
goods in Mr. Martin’s case was 5,000 pounds. 

Upon arrival in Washington in September 1946, Mr. Martin experienced 
difficulty in obtaining family living quarters with the result that the moving of 
his household goods from Leland, Miss., to Washington, D. C., was delayed until 
September 1947. Because of this delay, the transportation authorized in Sep- 
tember 1946 was extended under date of July 1, 1947. 

In the meantime, the regulations governing payment of transportation expenses 
of employees of the Government when transferred from one official station to 
another were changed by Executive Order 9805 effective November 1, 1946. 
Under the provisions of this order the maximum weight for which payment would 
be made by the Government for movement of household goods was increased from 
5,000 pounds to 7,000 pounds. Mr. Martin has indicated that it was his under- 
standing that at the time his household goods were moved in September 1947 the 
regulations then current providing for a maximum weight of 7,000 pounds would 
cover the shipment. 

Since the actual weight of his shipment was 7,480 pounds, he paid the Govern- 
ment $35.25 to cover the cost of transporting the 480 pounds recognized as in 
excess Of the allowable weight. However, under the provisions of section 9 of 
Executive Order 9805, Mr. Martin is required to pav an additional $146.86 to 
the Government inasmuch as the original travel authorization issued to him is 
dated September 1946. Seetion 9 reads as follows: 


‘These regulations shall not be applicable in case of change of station which is 
ordered prior to November 1, 1946, and is incomplete on that date, but in such case 
the provisions of Executive Order No. 8588 of November 7, 1940, as amended, 
and Exeeutive Order No. 9743 of June 26, 1946, shall control.”’ 

In view of Mr. Martin’s statement relative to difficulty experienced in obtaining 

family living quarters on arrival in Washington and the further difficulty regarding 
interpretation of regulations governing actual weight allowance in connection with 
the transportation of his household goods, this Department reeommends that the 
bill be passed, provided the text thereof is amended in part to read essentially as 
follows: 
**Be it enacted by the Senate and House of Re prese ntatives of the U'nited States of 
America in Congress assembled, That the Comptroller General of the United States 
is hereby authorized and directed to cancel the indebtedness of William J. Martin, 
in the amount of $146.86 arising out of the transportation of his household goods 
from Leland, Mississippi to Arlington, Virginia, while he was an employee of the 
United States Department of Agriculture in September 1947.”’ 

The amended iext, as suggested above, is necessary in view of the fact that the 
Government has paid the carrier involved for the total cost of moving Mr. Martin’s 
household goods and the purpose of the bill would definitely be to relieve Mr. 
Martin of liability for payment to the United States of $146.86 rather than reim- 
bursing him in that amount for a payment he has not made as stated in the word- 
ing of the proposed bill. 

The Bureau of the Budget advises that, from the standpoint of the program of 
the President, there is no objection to the submission of this report 

Sincert ly yours, 
K. : Hur HINSON, 


Assistant Secreta 


j 
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The attached photostated copy of schedule A is a table showing 
allowable per 100 pounds which were used lt ni the n ( I} 
notes on the right-hand side were made by someone in one of the ad nists 
offices of the Department and indicate a rate allowance of 7,000 pound | 
date of this calculation or the person making it are unknown but it i ‘ 
that the information given mein connection with the move and all plans thereafter 


were made on the basis of a 7,000 pound allowance: 
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Name of initial transportation company: Washbut Storage Co Date B/L 


issued: 9—-2-47 

From (shipping point : Leland, Miss. Fron ru name or § pper): W i 5; 
Martin 

Consignee: William J. Martin, 2610 South Lynn Street Destination: Arlington, 
Va. 

Charges to be billed to 1 » Dey 
D. C Appropriation chargeable: 8-6-3 : ft a Admit ' 
ices Div... USDA, PMA, Atlanta, Ga. Name and title of issuing officer: W. K 


Scruggs, Property Officer 


Description of articles: Household Goods Weight 7,500 pounds app! 
actual 7,480, packing Freight: $6.78 Advan 07.14 4-27.00 =534.14 


LA No. 8-222—To be shiy 





CERTIFICATE OF ISSUIN FE IC 


Contract No. or Purchase Order No. or other authority { t: LA-—8-222 
Dated 7—-1—47. 

Name of transportation compan) Washbur Stora ( Da 
shipment: 9 10—47 


Signature of issuing omeer. 
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JACOB ATHIAS ROBLES AND ESTHER DE CASTRO ROBLIS 


J NI 10, 1952. ~( ommitted LO the (Committee of the WW f H use al ior lexgeal 


+ } nyrint 
LO He I i 


Mr. Donouvnz from the Committee on the Judiciary, submitted the 


follow Ing 


REPORT 


1 


[To accompany H. R. 6445 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6445) for the relief of Jacob Athias Robles and Esther de Castro 
Robles, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass 

The amendments are as follows: 

On page 1, line 3, strike out 404” and substitute ‘6404 (¢ 

On page 1, line 4, strike out 804” and substitute ‘S04 (¢ 


PURPOSE OF THE BILI 


The purpose of this bill, as amended, is to preserve United States 
citizenship for Jacob Athias Robles and Esther de Castro Robles, 
notwithstanding residence abroad 


GENERAL INFORMATION 


The pertinent facts in this case are contained in the following letter, 
dated February 25, 1952, from Mrs. R. B. Shipley, Chief, Passport 
Division, Department of State, to the chairman of the Committee on 


the Judiciary 


1) I MEN = 
ii / 
The Honorable EmManurtL CELLER, 
( ha man, Comittee or the 5 if 
House of Re} 

My Drar Mr. CeLuer: I have received vour trer of Fe La 5, 1952 
enclosing two copies of H. R. 6445, a | for e relief of Jacob Athias Robles 
and | sther de Castro Roblk = You requ ta noffie re report Co t the 
situation of this family as reflected in the passport files and the Depart t's 
recommendation respecting this proposed legislat 

Passports were issued to Mr. and Mrs. Robles by the Governor of th \ 


Islands on January 29, 1947, and February 16, 1948, pective to enal 
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JACOB ATHIAS ROBLES AND ESTHER DE CASTRO ROBLES 


to proceed to the Republic of Panama and the Canal Zone for residence. Accord- 
ing to Mr. Robles’ application and the evidence submitted in connection therewith, 
he was born at San Jose, Costa Rica, on March 3, 19038. His parents were both 
born at St. Thomas, Virgin Islands, Danish West Indies. He resided at San 
Jose, Costa Riea, from birth to June 6, 1914, and at St. Thomas, Virgin Islands, 
from June 7, 1914, until he proceeded to the Republic of Panama in February 
1947. It, therefore, appears that he was a former Danish citizen who resided it 
the Virgin Islands of the United States on January 17, 1917, and who was residing 
in those islands on February 25, 1927, and, therefore, was one of those who was 
declared to be a citizen of the United States under section 1 (a) of the act of Febru- 
ary 25, 1927. In connection with an application for registration as an American 
citizen which Mr. Robles executed at the American Embassy at Panama, Panama, 
on June 8, 1949, he informed the consular officer that he was employed by the 
United States Government in the Virgin Islands for 27 vears, his last position 
being that of director of the Office of Price Administration, that he had come to 
Panama to accept a position as an accountant with the Panamanian firm of 
Fidanque Hermanos & Hijos, and that he did not contemplate residing per- 
manently in Panama. 

Mrs. Robles was born in the Republic of Panama on May 2, 1900, of a father 
who was born at St. Thomas, Virgin Islands, Danish West Indies, and a mother 
who was a native of Panama. She resided in Panama from birth to 1906 and 
from 1948 to date and at St. Thomas, Virgin Islands, from 1906 to 1948. She 
also acquired citizenship of the United States under section | (a) of the act of 
February 25, 1927. 

Since Mr. and Mrs. Robles, who became nationals of the United States on 
January 17, 1917, resided in American territory for 30 years prior to going to 
Panama and since it appears that they have not abandoned the United States but 
are abroad temporarily because he was offered an opportunity for employment in 
a position for which he is professionally qualified, the Department is of the opinion 
that they are entitled to the relief which H. R. 6445 would afford them. It is 
pointed out that Mr. and Mrs. Robles would not lose citizenship under the pro- 
visions of either H. R. 5678 or 8. 2550 if enacted into law since they would come 
within the purview of section 353 (10) of these bills. 

Sincerely yours, 
R. B. SHrpeLey, 
Chief, Passport Division. 


Mr. Bow, the author of this bill, wrote to the chairman of the 
Committee on the Judiciary in support of his measure, as follows: 


Houskt oF REPRESENTATIVES, 
Washington, D. C., February 11, 1952 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrRMAN: On February 5 I introduced H. R. 6445, for the relief 
of Jacob Athias Robles and Esther de Castro Robles, copy of which bill is attached. 

Subsection (c) of section 404 of the Nationality Act of 1940 (54 Stat. 1137, 
1170, 8 U.S. C., 1946 ed., sec. 804 (c)) provides that any person who has become 
a national by naturalization shall lose his nationality by residing continuousls 
in any foreign state for 5 vears. Virgin Islanders, who acquired American citi- 
zenship by act of Congress, are considered to be naturalized citizens, and, as 
such, would lose their American nationality if they resided continuously in a 
foreign country for a period of 5 vears. 

Mr. Robles has resided on the Isthmus of Panama since 1947. He stands to 
lose his United States citizenship in 2 or 3 months unless he is exempted from the 
operations of section 404 (c) of the Nationality Act of 1940 

Mr. Robles was born in Costa Rica of parents who were subjects of Denmark 
He resided in the Virgin Islands on January 17, 1917. He did not exercise his 
option to retain Danish nationality, and thus became a citizen of the United 
States by act of Congress. He has previously proved his American nationality 
and has been issued passports as a citizen of the United States 

Mr. Robles worked for the United States Government in the Virgin Islands 
for 27 vears, his last position being that of director of the Office of Price Adminis- 
tration in the Virgin Islands during World War II. 

When the Office of Price Administration was abolished after World War II, 
Mr. Robles went to the Isthmus of Panama with the objective of obtaining a 
Federal position in the Canal Zone. Mr. Robles’ plans to obtain Federal employ - 
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ment did not materialize, but he secured ot! 


er em] ( | 

Panama where he has been residing since 1947 Nir Roble ( a 
is similar to that of Mr Robles, except that she i ! Pana i Her 
parents were Danish subjects, as were the parents of Mr. Rob 

Mr. Robles has established himself in a respo1 le posith nt fir f 
Fidanque He rmanos e Hijos, one of the oldest a 1 rg esale ( ~- 
mission merchants in the Isthmus of Panama » 7 re Mr. Rol to reestabe 
lish his residence in the United States { y 
give up his home, and force him to search for l 
impose a financial burden on Mr. Robles whic re a] 1 ( 
to sustain in view of his family obligations 

In view of the circumstances set forth, it is respect { \ 
mittee promptly consider H. R. 6445 for the re f of Mr..a vy tol and 
their dependents. 1 shall greatly appreciate an oppor fora ul earing 


before the committee, in support of the bi 
Sincerely yours, 


\ / 
Vl ermibe ( 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 6445, as amended, should be enacted and 
accordingly recommends that the bill do pass 


rN 
WN 
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ILONA LINDELOL 


Jt NI 10, 1952. Committed to the Committee of the Wt le House al t Or lexed 


to be pri ted 


Mr. Cuetr, from the Committee on the Judiciarv. submitted the 


See 
following 


REPORT 
[To accompany H. R. 6732] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6732) for the relief of the alien Ilona Lindelof, having considered 
the same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment ts as follows: 

Strike out all after the enacting clause and insert in heu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Hona Lindelof 
shall be held and considered to have been lawfully admitted to the United States 
for permanent residence as of the date of the enactment of this Act ipon the 
paymert of the required visa fee and head tay Upon the grantir f permanent 
residence to such alien as provided for in this Act, the Secretary of State shall 
instruct the proper quota-control officer to deduct one number from the imber 
of di place persons who shall bye ranted Lhe tatus of per ane! re-1dence puf- 


suant to section 4 of the Displaced Persons Act, as amended (62 Stat. LOI1: 64 
Stat. 219; 50 U. S. C. App. 1953 


PURPOSE OF THE BILI 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to IHlona Lindelof. The bill also 
provides for the payment of the required visa fee and head tax and 
for the appropriate quota deduction. 


GENERAL INFORMATION 
The pertinent facts in this case are contained in a letter, dated 


September 20, 1950, from the Deputy Attorney General to the chair- 
man of the Committee on the Judiciary, regarding a bill pending in 
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the Eighty-first Congress (H. R. 6788) with reference to the same per- 
son. The said letter reads as follows: 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERA 
1 hingtor Septe / 1g v, 


My Dear Mr. CuHatrmMan: This is in response to vour request for the views 
t 


of the Department of Justice relative to the bill (H. R. 6788) fe he relief of 
Lile llona Lindelof 

The proposed legislation would provide that, for the purposes of immigration 
and wura i iws, the vii liona | it i, residing el Ora I 
Ly ed States a i} the Distric i Cs nit :. & 1 be considered »> na Ce! 


lawfully admitted to the United States for permanent residence at New York, 
: 
J 





N. Oo anuaryv 1, 1950, the date she arrived a hat port Phe mea re also 
would d re the Secretary of State to instruet the quota-control officer to deduct 
one unber from the quota of Czechoslovakia of the firs vear that ich quota 


igration and Naturalization Service of this Department 


f is a single person who was born on February 4, 1921, at 
akia. She last entered the United States on Januarv 1, 
visit of 6 months. At the time of her entry she was em- 


M. Bentlev, who Was at that time an emplovee of the De- 


e alien stated that she lived in Neverice, Czechoslovakia 











(ross ntil 1947; that int it vear she OOK employment 
is Iie third secretar ) he Americar Legatio in 
) o the Czec OSLO i il yota ( ver pHscribe ] 
i is O bail ‘ l Hy ( ( S t { ( 1 
s who desire to enter t Ss count or permane Lt residence 
» Decaus of the overs ib ! wed CO i ) ot t = to 
ble Frequent Im rec i ma viit i ered 
sitors, as this alien has do und after re ining here for 
4 period of ft ( na f p | » ad { { Status to 1 Yt per went 
residence theret LAL ul jus pret Ce over the aiens are I 1 
abroad and ting eir turn for the issuance of Immigratio sas LCCOI 
ance with genet laws. The record presents no facts yuld 
warrant ra l i 4 pretere ee 
Accord uv tine D oO! Justice s unable to recom ( | e ¢ i t 
ot the measure 


D puty «At mney Gene 1] 
Mr. Boges, the author of this bill, appeared before a subcommittee 
of the Committee on the Judiciary and testified as follows: 


This is a most meritorious case. It came to my attention through the Spar 
family, of Wilmington, Del., a well-known and promi family Delawa 

Lhe tac in int | nK, are nusual in tha ! Mi | lelof ri 1 her 
| uid seeul n working for and ta y 1 America Budaype 
at a i" he Americans needed I Ip and wher Was ) ero ) 
I fr d to tl An ul it his it iri ‘ ecame associa i wit 
\ rica ) | in Budapest, Mr. 1 ley 2) Miss Lindelof came t 
ountry legall t \Ir. Be icv, Who Was, at t Lin n ti r e ol t 
I i sta “ta epartment, , \t pp s I VO i} l 
po \I Ll of to b DAC ) f ) i 1 I 

’ 1) She as done all | 1 id ( 
‘ I r, she is wel! educated and \ and ive 
a I di herselt SI | ( \ 0 

‘ ( 

| pe oOo ist Here i i ita Ol a 
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i will | oy { 
whatever may be 1 i » sa 
have 
| { CTelol ‘ { i 
herewit! t! CO nittes il 
action, 
The documents referred to in Mr. Boges’ statemet ( 
to the attention of the committe 
Upon consideration of all the facts in this case. th O! ) 
the opinion that HH. R. 6732 sho ild be enacted ahd acco \ - 


ommend that the bill do pass. 
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Mr. Cueur, from the Committee on the . Wear submitted the 


1] ARR 

| ceo | 

The Committee on the Judiciary to whom aus rererred thie bill 
H. R. 6884) for the relief of Yosiko Nakamura, having considered 
the Sime, report favorably thereon \\ nou hh ame! and reco - 
mend that the bill do pass. 

PURPOSE OF TH BILL 

The purpose of this bill is to facilitate e admission into the 
United States of the Japanes« ) | ‘ Ch 
serviceman, 

GENI INFO ) 

Mr. Morton, the author of this bill, submitted the follo . 
ment and documents containn Yr the pel l acts 1 this Cast 
STATEMI wv Tt on B. Mort Ix | R. 

OSS I ic R Y N | 


States Ar R ~ \ . i 
ville, Ixy S Phomps | } 
servi ) I r e 
ly iw i 

Vy } > > | 
4 ‘ | i} } 
State Her 

Sere | } | 
fri Tsar > 





YOSIKO NAKAMURA 


Whon It Vay Concern 
Ll believe that Miss Yoshiko Nakamura is a bright, gentle, kind, healthy girl. 





She is not ony fond of the tea ceremony and flower arrangement but also fond of 
sports and music. Her family belong to the upper class families of Japan, and 
her parents, brother, and sisters are very intellectual persons. 


} } 


| have confidence with describing her character here as I observed her character 
from her high school life. Miss Yoshiko Nakamura is an acquaintance of my 
younger sister from their high school life I believe she is one of the best girls 


among Japanese war brides who are about to go to the United States of America, 


MARRIAGE Data 


Name in full: Yoshiko Nakamura. 

Date of birth: February 22, 1928 

Place of birth: Saidaiji, Ikoma-gun, Nara-ken, Japan. 

ae al domicile in full: Saidaiji, [Ikoma-gun, Nara-ken, Japan 

Citizenship: Japan. 

6 i i mailing address in Japan: Saids re Ikoma-gun, Nara-ken, Japan. 
L, 
I 


{ , 


ength of last continuous stay at last idress: Since birt] 


*resent occupation: Unemployed. 


r 
9. Marital stat 





us: (check one) Single (y); widowed ; divorced ( ); previous 





10. Number of years of schooling: 13 years 
11. Schools from which graduated: Seimeigadka Grammar School, Tezukayama 


Gakuin Girls’ High School. 
2. Full me of father: Misao Nakamura. 


4 
Citizer aship of father: Japan. 
¥ s legal residence: Saidaiji, [Ikoma-gun, Nara-ken, Japan 
Is er living or deceased: Living. 
( sleet dil mother: Japan 
17. Mother’s legal residence: Saidaiji, [koma-gun, Nara-ken, Japan. 
18. Is mother living or deceased? Living 
f of Kamimura Wa cabavashi, Hamamatsu, Shizuoka-ken, 


oweeh feed emel feed 





ls ; . i ku, Kyoto, Honshu, Japan 
21. WI r first, second, ete., daughter of father and mother: Third daughter. 


sire to enter the United States for the purpose of marrying Sfe 


a citizen of the United States. Isubmit the above information 





the best of my knowledge. 
YOSHIKO NAKAMURA. 


WITNESSES TO SIGNATURI 


Name in full: Meiichi Mivatake 

Residence in full: 40 Minami-Horie, Nishi-ku, Osaka. 
Occupation: Doctor. 

Date and place of birth: January 11, 1920 Ichioka, Minato-ku, ¢ 





Nani f Toshiu Tsutsu 

] { full: 577 Oka’ Fujiiderachva Minamika-Wachigur Osaka 
Prefe re 

() yatior lirector of Tsutsunaka Celluloid Co. Ltd 

Dat nd piace of birt} 540 sur thas} \I nau inocho > chome I] I uku, 
Asaka, |J UT 

{ p: Japar 

Subs ‘ und s n to fore me this 13th dav of March 1952 

| JOSEKI YAMAMOTO 

Notary Public, 3-chome Kitahama, Higashiku, Osaka 
PrERSONAL HISTORY 
Nakamura Yoshiko. 


February 22, 1929. 


domicile: Saidaiji Fushimicho Ikomagun, Naraken 


ddress: aidaiji Fushimicho [Ikomagun, Naraken 
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April 1935: Entered Seimeigaoka Higher Elementary S ( 
March 1942: Graduated from the san 

April 1942: Entered the girls’ high sx ) L¢ avama Gat U 
March 1946: Graduated from the sar 


Nore.—After graduation, I studied do ul 
said school. 
Occupt on: Nol eC 


Rewards 








t pull \ { No 
I declare on my honor tha 1e informa 
‘ 
Marcu, 1952. 
( i 

N il i tt fam wi \ ei T i 

Permanent address: 2 of 1564 Sa I 

Nakamura Misa lal f i 
Takesaburo, dead { ( und ‘Tal 28, 18 

Qn Apr 10. L9OS ‘Takesa 
ti fam | Ss Te} i ; 

Hlis Pray Lut 3) \ i wn a ' 
accepted by Ka ivi | . 
for ira tt \ 2 


fa r, and Hat | 22, 1870 
() \la 21 eo I ii 
Ki ik HH i i 
repo! oO! i 1 
() Ay 1 10. OX , ? 
Nakamura Yo | ) SOS 
Un i \ i 4 
kvyoku, Kvoto. O Var 2‘) Ne 
marria repo! Wa ria 
Same m th of I¢ al 
Nakamura Chieko, eldest daug I is Do! n .\ | V2 
daughter of Nakamura Misa ra er, and \Y ! i 
Hamamatsuchi, Shizuokaken Nakamura M I uci thy 


On May 17, 1921 the report was formally r ( 

Nakamura Teruo, eldest son was born on April 27, 1923 as est n of 
Nakamura Misao, father, and Yor l S54 e y y ri | 
vyacho Higashinarigun, Osakaf Na 1 , ' 


report. This was accepted and entered in 1 t lav 7, 192 


formally accepted and entered ; ' 999 
I de are onl y nonor i : 
\ () 
/ 
JANUARY 17, 1952. 
G | 
f 
lar Cy 


Marcu 13, 1952. 

Up m consideration oO] all 
the opinion that H. R. 6884 should be enacted and accordingly recom- 
mends that the bill do pass. 
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SAYOKO UCHIDA 


JUNE 10, 1952 Committed to the Comn 


je f and ordered 
to be printed 


Mr. Grauam, from the Committee on t 


( 


he Judiciary, submitted the 
following 


REPORT o = 


[To accompat v H. R. 6940 


The Committee on the Judiciary, to whom was 


: referred the bill 
(H. R. 6940) for the relief of Savyoko Uchida, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass 


PURPOSE OF THE BILI 


The purpose of this bill is to facilitate the admission into the 
United States of the Japanese fiancée of a United States citizen 
serviceman. 

GENERAL INFORMATION 


The pertinent facts in this case are 


contained in the following 
documents which were submitted to the committee by Mr. Ribicoff, 
the author of this bill: 


NOTIFICATION OF MARRIAGE 


Kone, JAPAN, Janu 3] eG 
To: The director, Ikuta Ward Office, city of Kob 
MARRIAGE OF AND BETWEEN 
Groom 
1. Legal domicile and nationality: 
Address: 21 Woodmere Road, West Hartford, Conn., American, United States 
of America. 
Name of family head (in case of no Japanese nationality, name of his country 
James William Lombard—American 
2. Name: James Donald Lombard, sergeant, RA11172712 
Address (present): Five Hundred and Seventy 5 ( ction 
Company, Fort Belvoir, Va. 
3. Date of birth: May 21, 1928 
1. Name to be used by couple: Mr. and Mr i 1). | bard 
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New legal domicile in case of formation of new Family Register: 21 Woodmere 
Road, West Hartford, Conn. 

5. Legal domicile and names of parents and relationship to parents (i. e., 
whether first son, second son, ete.). (Legal domicile and names of foster parents 
and relationship to foster parents should be inserted under col. 13.) 

Father: 
Address: 21 Woodmere Road, West Hartford, Conn. 
Name: James William Lombard. 

Mother: 
Address: 21 Woodmere Road, West Hartford, Conn. 
Name: Mary Elizabeth Lombard. 

Relationship to parents: First son. 

6. Marital status (1. First marriage; 2. Remarriage after death of spouse; 
3. Remarriage after divorce; 4. Remarriage after annulment of marriage): First 
marriage. 

Date of termination of last marriage: Not applicable. 

Death: . Divorce: . Annulment: : 

7. Occupation prior to marriage ceremony: Soldier, United States Army— 
Sergeant. 

8. Place of birth (name of Ken, To or Fu) (In case of foreign country, name of 
country): Bridgeport, Conn. 

9. Education level (schools from which graduated): None: ————. Primary 
school: 6 years; Middle school: 2 years; High school: 4 years. University: 

Former higher technical school (college) : -, 
10. Address prior to marriage ceremony: Five Hundred and Seventy-eighth 
mal Construction Company, Fort Belvoir, Va. 
1. Date and place of marriage (religious) ceremony: 
lace: Fort Belvoir, Va. Date: -. 
2. Whether medical examination regarding venereal disease exchanged prior 
to marriage ceremony: Exchanged: Yes. Not exchanged: ————. 

13. Other items: None. 

Bri le = 

1. Legal domicile or nationality: 

Address: 182 Oaza Izumi, Otaka-mura, Saihaku-gun, Tottori-ken. 

Name of family head: Mr. Kanji Uchida. 

2. Name: Miss Sayoko Uchida, Japanese. 

Address (present): 182 Oaza Izumi, Otaka-mura, Saihaku-gun, Tottori-ken. 

3. Date of birth: Oetober 29, 1929. 
4. Name to be used by couple: Mr. and Mrs. James D. Lombard. 

New legal domicile in case of formation of new Family Register: 21 Woodmere 
Road, West Hartford, Conn. 

5. Legal domicile and names of parents and relationship to parents: 

lather: 
Address: 182 Oaza Izumi, Otaka-mura, Saihaku-gun, Tottori-ken. 
ne: Kanji Uchida. 


Si 


» 


pet fared jee J 


Address: 182 Oaza Izumi, Otaka-mura, Saihaku-gun, Tottori-ken. 
Name: Kimiko Uchida. 
Relationship to parents: First daughter. 

6. Marital status: First marriage. 

Date of termination of last marriage: Not applicable. 

Number of previous marriages terminated: Death: . Divorce: 
Annulment: : 

7. Occupation prior to marriage ceremony: None. 

8. Place of birth (name of Ken, To or Fu) (In case of foreign country name of 
country): Tottori-ken. 

9. Education level (schools from which graduated): None: . Primary 
school: . Middle school: 8 years. High school: . University: 
- Former higher technical school (college): ? 

10. Address prior to marriage ceremony: 182 Oaza Izumi, Utaka-mura, 
Saihaku-gun, Tottori-ken. 

11. Date and place of marriage (religious) ceremony: 

Place: . Date: ‘ 

12. Whether medical examination regarding venereal disease exchanged prior 
to marriage ceremony: Exchanged: Yes. Not exchanged: 

13. Other items: None. 
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14. Notification of the foregoing marriage is herewith submitted this 7th d: 
of March 1952. 

Signature seal of groom: James Donald Lombard 

Address of groom: Five Hundred and Seventy-eighth Signal Constructi 
Company, Fort Belvoir, Va. 

Signature seal of bride: Sayoko Uchida. 

Address of bride: 182 Oaza Izumi, Otaka-m 
15. Witnesses to marriage: 

Name in full: Clyde Burton Keene, Sgt. RA11172148. 

Legal domicile: Monponset Pe; ©.. Monponst t, Mass. 

Local address: ; 

Date of birth: April 29, 1930. 

Signature: Clyde Burton Kenne. 

Name in full: Eleanor C. Sakaki. 

Legal domicile: Yamaguchi-ken, Waki-mura, Aza Sekigahama, Yamaguchi 
Pref. 

Local address: 129 Uchi-machi, Yonago City, Tottori Pref 

Date of birth: November 3, 1906 

Signature: Eleanor C. Sakaki. 


CERTIFICATE OF ACCEPTANCE OF NOTIFICATION 
No.: 1546 


This is to certify that the foreoing notification of marriage has been filed with 
and accepted by me on this 7th day of March 1952 


[OFFICIAL SEAL] PaApDAAKI Hara, 
Director of Ikuta Ward Office, Kobe. 


AMERICAN CONSULAR SERVICES, JAPAN 


I, T. M. Manlev, vice cousul of the United State f America in and for 








consular district of Kobe, Japan, duly commissi 1 and qualified, do hereby 
certify that the annexed copy of the notificat of marriage of James Donald 
Lombard and Sayoko Uchida is a true and faithful eopy of the duplicate filed in 
this Consulate, the same having been carefully exa ed by me and compared with 
the said duplicate and found to agr erev { for word and figur figure 
I further certify that the origins the s ficat of marriag lired by 
article 739 of the Japanese Civil Code wa ed by James Donald Lombard at 
Fort Belvoir, Va., and witne 1 by ¢ le Bur Ix ( \I f \Iass 





and was signed by Sayoko U und was wi 
nessed by Eleanor (¢ Sakaki The said I i I the notibneat I S, as attest 
by receipt No. 1546, dated Mareh 7, 1952, i the archive f the Ikuta Ws 
Office, kobe, Japan. 

I further certify that there is on file in this offic n affidavit of nonimpediment 
to marriage executed by James Donald Lombard on February 25, 1952, before 
Harry Shepherd, notary public, Fairfax County, Va This affidavit requests the 
appropriate American consular authorities in Japan to render assistance in facili- 
tating the registration of this marriage with the appropriate Japanese authorities. 
A signed statement of James Donald Lombard is also on file at thi ffice to the 
effect that he resided in Japan previous to the registration of his marriage; that 
he was acquainted with Sayoko Uchida during his residence in Japan; and that 
he initiated his courtship in Japan. 

In witness whereof I have hereunto set my hand and official seal this 7th day of 
March, A. D., 1952 

[SEAL] T. M. Mantui 


Vice Consul of the United States « 1» 


me rvice Nos . 10962 and 10968. 
Tariff item Nos. 38 and 34. 
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HEADQUARTERS, THE ENGINEER CENTER, UNITED STATES ARMY, 
Orricr or Post Cuare. No. 8, 
Fort Belvoir, \'a., March 19, 1952 

Hon. ABRAHAM RIBICOFF, 

House of Representatives, Washington 25, D.C. 

Dear Mr. Risicorr:! am very happy to offer assistance in submitting the follow 

ing data in reference to: Sgt. James D. Lombard, RA11172712, 578 Signal Con- 
struction Company, Fort Belvoir, Va. 


I have known Set. James D. Lombard for approximately 3 months. He attends 
chapel services here regularly giving himself in religious activities where possible, 
and has exemplified himself as a Christian gentleman. He is reliable, respected, 


and faithful unto duty as a soldier of the United States Army He has a fine 
service record and shown to be a good soldier in every way. 
Sincerely yours, 
Lewis F. UHLENDORFF, 
Chaplain (Captain), ERTC. 





Five HUNDRED SEVENTY-BIGHTH SIGNAI 
ConstTRucTION ComMPANy (SEP), 
Fort Belvoir, Va., March 17, 1952 
To Whom It May Concern: 

Sgt. James D. Lombard, RA11172712, assigned (Oper) 9828 TSU CE (sta Com 
Company D, Headquarters Battalion, TECR, this station and presently on 
detached service with the Five Hundred Seventy-eighth Signal Construction 
Company (Separate) this station. 

His service record indicates his component is Regular Army. He will have 5 
years’ service as of June 19, 1952. 

His grade is E-5 and his base pay is $154.35 per month. 

KENNETH W. PIERCE, 
First Lieutenant, Signal Corps, Personnel Officer. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 6940 should be enacted and accordingly recom 
mends that the bill do pass. 


O 
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MASUKO KOSAKA 


9606TH T. S. V., S. W., Sic. Tr. Gpr., 


Camp San Luis Obispo, Ca a Feburary 16, 1952. 
The Right Honorable TurvusTton BaLLaRpD Morton, 











Co wv Kent / 

Drar Srr: I resy tfully request vour help in ob ‘ing legislation ranting 
permis for Miss Masuko Kosaka, a Japanes utional, residing 4-3 
Cho sal i ». Kha wrt i \Iachi Japa LO ¢ I Unit 1 Sta s per- 
mane \ beco if 

She is 28 vears old, bor la ary 23, 1924 5 f Bapti fait has 5 vears’ 
co majoring in domestic science, and speaks fair | 

| first met Miss Kosaka in Mav 1950 and have come to love her very 1 h and 
Want he to become mv wite, which she has promised to do. 

| would have married her while | Was in Japan but iv for er Wile tal ed a 


Mexican divorce about 2 years ago while she was in Mexico. 


Phe 





\ *in Japan advised me that the Army does not recognize 
Mexican a soldier’s home State does. Kentucky does not. I re- 
turned from Japan after three and a half vears of service there and obtained a 
divorces lth Kent icky. j 
Miss Kosaka come to the United States so that we can get married now that the 
divorce is legal. 

I am at present assigned to duty with the 9606th Picea Mag hte WN j . LE (ip., 
at San Luis Obispo, Calif. I have 23 vears service, three and a half in Japan 
and about 8 vears of it in the Pacific at various places. I was in the Army dur- 
ing all of World War II. I have always maintained Kentucky as my legal 
residence. 

Sir, | hope that vou can obtain this relief for me soon as I will become subject 
to foreign service again in June of this vear. (1 believe the present policy for 
officers is that they are subject to overseas service after 6 months’ duty in the 
zone of interior.) — 

I thank you very much for any relief that you can obtain and will be in your 
debt for a long time if you can do what I have asked. 


Sincerely yours 





ist retu ned it Decembe r 1951. | would like to have 








RAYMOND V. PRUBITT, 
Captain, Signal Corps. 


P. S.—Enclosed are letters attesting to the character of Miss Masuko Kosaka 
and to the attitude of my family, and a guaranty of no expense to the Govern- 
ment in eonnection with Miss Kosaka’s coming here . 


I, Raymond V. Prueitt, agree that I will bear all expenses incurred by Masuko 
Kosaka while she is in the United States awaiting marriage and further guarantee 
return passage to Japan if necessary. Further I guarantee that she will not 
become a publie charge while in the United States as an alien. 

] Aln the soie owner of N. 825 feet | LoS] 4 29 17 29, Lake Cour LV, Fla 
property of a value of over $2,000 and that said real property shall be deemed a 
guaranty. 

Raymonp V. Prvuerrt, 
Capta n, signa Corps. 








Signed and sworn to before me this 25th day of January 1952, at San Luis 
Obispo, State of California, county of San Luis Obispo. 
Witness my hand and official seal, 
Ratpn C,. KENNEDY, 
Notar / Publ cin and fo sa7 l Co imty ar d Ntate : 


My commission expires April 19, 1952. 


Camp San Luts Ortspo, Cari 
February 14, 1952 
To Whom It May Concern 


[ have known Miss Masuko Kosaka since June 1950. She is honest, intelligent 


and has high moral standards, and an excellent character 





MASUKO KOSAKA Oo 


To Whom It Va j Concern: } 
Miss Masuko Wosaka is, to the | 

of good character, and p! ic 
The undersigned found her 


was a privilege to hay 


Upon con ice ration of all the fact 


of the opinion that H. R. 7052 shou! 
recommends that the bill do pass. 
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JuNE 10, 1952.—Committec to the Committee of the Whole House an@ prdexed 


to be printed a 
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Mr. Lane, from the Committee on the Judiciary, submitted the 
following > 


REPORT 


[To accompany H. R. 7235] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7235) for the relief of Mr. and Mrs. Thomas J. Campion, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill, as amended, do pass. 

m The amendments are as follows: 
Wi. Strike out every thing after the enacting clause, and insert in lieu 
thereof the following: 


That the Secretary of the Treasury be, and he is hereby authorized and directed 


to pay, out of any money in the Treasury not otherwise appropriated, to Mr. and 
Mrs. Thomas J. Campion, of Pottsville, Pennsylvania, the sum of $8,280, in full 
settlement of all claims against the United States arising out of the death of their 


daughter, Lucy T. Campion, on March 3, 1945, from injuries sustained by her in 
an accident, involving an Army vehicle, which occurred on the same date on the 
Indiantown Gap Military Reservation, Pennsylvania; the driver of the said Army 
vehicle was not acting within the scope of his employment at the time the said 
accident occurred: Provided, That no part of the amount appropriated in this 
Act in excess of 10 per centum thereof shall be paid or delivered to or received by 
any agent or attorney on account of services rendered in connection with this 
claim, and the same shall be unlawful, any contract to the contrary notwithstand- 


ing. Any person violating the provisions of this Act shall be deemed guilty of a 


misdemeanor and upon conviction thereof shall be fined in any sum not exceeding 
$1,000. 


2. Amend the title to read: 
For the relief of Mr. and Mrs. Thomas J. Campion. 
The purpose of the proposed legislation is to pay the sum of $8,280 
to Mr. and Mrs. Thomas J. Campion, of route 2, Pine Knot, Pottsville, 
Pa., in full settlement of all claims against the United Siates arising 
out of the death of their daughter, Lucy T. Campion, on March 3 


o, 


1945, from injuries sustained by her in an accident, involving an 
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Army vehicle, which occurred on the same date on the Indiantown 
Gap Military Reservation, Pa. 


STATEMENT OF FACTS 


This bill was introduced to waive sections 15 to 20, both inclusive, of 
the Employees’ Compensation Act, and permit Mrs. Mary Campion, 
mother of Lucy Campion, to file a claim for employee’s compensation. 
However, upon investigation, it was found that the claim did not 
come within the jurisdiction of the Employees’ Compensation Act. 
The Department of the Army has recommended that the bill be 
amended to appropriate the sum of $8,280 to Miss Campion’s father 
and mother. 

Therefore, the bill has been so amended; and the committee, after 
careful consideration, concurs in the recommendation of the Depart- 
ment of the Army and recommends favorable consideration to the bill 
as amended. 

The report of the Department of the Army, dated May 9, 1952, 
gives in detail the history of this claim. The report is as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., May 9, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CreLLER: Reference is made to your letter enclosing a copy of H. R. 
7235, Eighty-second Congress, a bill for the relief of Mrs. Mary Campion, and 
requesting a report on the merits of the bill. 

This bill provides as follows: 

“That, notwithstanding the provisions and limitations of sections 15 to 20, 
both inclusive, of the Act entitled ‘An Act to provide compensation for employees 
of the United States suffering injuries while in the performance of their duties, 
and for other purposes’, approved September 7, 1916, as amended (U. 8. C., 1940 
edition, title 5, sees. 765-770), the Department of Labor (Bureau of Employees’ 
Compensation) is hereby authorized and directed to receive and consider, when 
filed, the claim of Mrs. Mary Campion, mother of Lucy Campion, deceased, for 
compensation under such Act, within six months from the date of enactment of 
this Act, on account of the death of the said Lucey Campion sustained on March 3, 
1945, while in the performance of her duties at Indiantown Gap Military Reserva- 
tion, Pennsylvania; and the Bureau, after such consideration of such claim, shall 
determine and make findings of fact thereon and make an award for payment of 
compensation to Mrs. Mary Campion, as mother of Lucy Campion, provided for 
in such Act of September 7, 1916, as amended: Provided, That no benefits shall 
accrue prior to the enactment of this Act.” 

On March 3, 1945, at about 7:30 p. m., Second Lt. Robert P. O’ Keefe, Trans- 
portation Corps, Army of the United States, who was then on duty at the Army 
Service Forces Training Center, Indiantown Gap Military Reservation, Pa., 
requested an Army reconnaissance car from the motor pool at said reservation, 
stating that it was to be used by him for “‘business.”” The car was duly delivered 
to Lieutenant O'Keefe at about 8:30 p.m. on that date. Lieutenant O’Keefe 
first drove the car to the quarters of Miss Luey T. Campion, a civilian employee of 
the Army at said reservation. Miss Campion entered the car with Lieutenant 
O’ Keefe and they left for the officers’ club on the reservation to attend a dance. 
Shortly after 9 p. m. they were traveling east on Fisher Avenue on the reservation 
en route to the club at a speed estimated at about 25 miles per hour. Upon 
reaching the intersection of Fisher Avenue with Coulter Road Lieutenant O’ Keefe 
attempted to make a right turn onto said road and, in so doing, he lest control of 
the car, which skidded and overturned. Both Lieutenant O’Keefe and Miss 
Campion were thrown out of the car and injured. They were taken from the 
scene of the accident to the Indiantown Gap Station Hospital, where Miss Cam- 
pion died from her injuries about 5 minutes after arriving there. 

Pfe. Raymond E. Lockart, who dispatched the Army reconnaissance car to 
Lieutenant O'Keefe on the night of March 3, 1945, testified before the officer who 
investigated this accident, in pertinent part, as follows: 
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1949 (63 Stat . 62), for the reason that the person responsible for this accident 
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“Question. Private first-class Lockart, you and I have discussed the events 
leading up to Lieutenant O’Keefe’s securing a vehicle on the night of March 3, 
1945. Let me ask vou the following questions. What was your duty on the 
night of March 3? 

*“Answer. Dispatcher, Motor Pool, ASFTC. 

“Question. And you received one or more telephone calls from a man who 
identified himself as Lieutenant O’ Keefe? 

“Answer. Yes, sir. 

“Question. What did Lieutenant O’ Keefe request? 

“Answer. A jeep. 

“Question. Did you ask Lieutenant O’ Keefe if this was for official use? 

“Answer. Yes, sir. 

“Question. What was Lieutenant O’ Keefe’s reply? 

“Answer. He said he wanted it for business. 

* ” . . * 

“Question. Private first-class Lockart, to the best of vour knowledge, at what 
time was the jeep in question dispatched? 

“Answer. 8:30. 

* * * * 

“Question. Let me ask you again Private first-class Lockart, did the person 
who identified himself as Lieutenant O’ Keefe over the telephone definitely make 
the statement to you over the telephone that this jeep was requested for official 
business? 

‘‘Answer. He told me it was for business.” 

Capt. W. D. Darling, who was provost marshal at the Indiantown Gap Military 
Reservation at the time of this accident and who investigated said accident, in a 
statement dated March 10, 1945, said: 


“The * * * report fof the accident] indicated that Lieutenant O’ Keefe 
did not have proper authority to use a Government vehicle for the purpose of 
transporting Miss Campion to a social event on the post. A statement of the 
ASFTC submotor pool dispatcher, Pfe Raymond FE. Lockart, is positive to the 
effect that Lieutenant O’ Keefe requested the jeep for business. It appears that 
Private First Class Lockart was operating within the rules and regulations per- 


taining to the use of Government vehicles in dispatching the vehicle to Lieutenant 
O’ Keefe. This was borne out by the statement of the motor-pool officer, First 
Lt. Henry A. Lebrecht. Lieutenant O’ Keefe is not positive as to his exact words 
in requesting the vehicle. It is the opinion of this officer that he did ask for it 
in such a manner as to lead the dispatcher to believe the vehicle was for official 
business.” 

Miss Lucey T. Campion, whose home address was R. F. D. No. 2, Pine Knot 
Pottsville, Pa., left surviving her father and mother, Thomas J. Campion and 
Mrs. Mary Campion, and two brothers and four sisters. The Department of 
the Army has been advised that Mr. Campion was 47 years of age at the time of 
his daughter’s death and that his other six children ranged in age from 15 to 27 
vears. The Department is not informed as to the age of Mrs. Campion. At the 
time of her death Miss Campion was 21 vears of age and was emploved by the 
Army at the Indiantown Gap Military Reservation as a clerk-typist (CAF-3) at 
a salary of $1,620 per annum, which position she had at said reservation since 
April 5, 1944. In astatement, dated May 16, 1946, Mrs. Mary Campion stated 
that her husband, Thomas J. Campion, was in ill health and could not work 
regularly, and that her daughter, Miss Lucy T. Campion, had been contributing 
$50 per month, or more, to the maintenance of the family. 

’ No medical or hospital expenses were incurred as a result of the injury of Miss 
Campion. Thomas J. Campion incurred burial expenses on account of the death 
of his daughter in the total amount of $780 

The evidence in this case indicates that the accident of March 3, 1945, and the 
resulting death of Miss Lucey T. Campion were caused solely by the negligence of 
Second Lt. Robert P. O’ Keefe in failing to perate the car in which he and Miss 
Campion were riding in a safe and prudent manner. There was no negligence 
on the part of Miss Campion. 

Inasmuch as Lieutenant O’Keefe was driving the Army car at the time this 
accident occurred upon an unauthorized mission, he, accordingly, was not at 
such time operating said vehicle within the scope of his employment as an officer 
in the Army of the United States. Neither the parents nor the estate of Miss 
Lucy T. Campion, therefore, have any remedy under the Federal Tort Claims 
Act (60 Stat. 843; 28 U.S. C. 931), as revised and codified by the act of June 25 


L. 
ii 


1948 (62 Stat. 933; 28 U.S. C. 1346 (b)), and as amended by the act of April 25, 
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1949 (63 Stat. 62), for the reason that the person responsible for this accident 
and the resulting death of Miss Campion was not at the time of the occurrence 
of said accident acting within the scope of his employment as an Army officer. 
There is no other statute under which any amount may be paid by the United 
States to the parents or the estate of Miss Campion on account of her death. 

A previous bill, H. R. 6212, was introduced in the Seventy-ninth Congress, for 
the relief of the estate of Lucy T. Campion, deceased. That bill provided for an 
award of $12,000 to the estate of Miss Campion on account of her death, but no 
action was ever taken on said bill by the Congress. 

The bill presently under consideration, H. R. 7235, Eighty-second Congress, 
would authorize and direct the Bureau of Employees’ Compensation, Department 
of Labor, to receive and consider a claim of Mrs. Mary Campion, the mother of 
Miss Lucy T. Campion, when filed, and to make an award for the payment of 
compensation to Mrs. Campion, under the provisions of the United States Employ- 
ees’ Compensation Act of September 7, 1916 (39 Stat. 742; 5 U.S. C. 751), as 
amended, ‘“‘on account of the death of the said Lucy Campion sustained on 
March 3, 1945, while in the performance of her duties at Indiantown Gap Military 
Reservation, Pennsylvania’, notwithstanding the provisions and limitations 
contained in sections 15 to 20, inclusive, of said statute. The enactment of this 
bill in the form in which it was introduced would constitute a legislative deter- 
mination, contrary to the facts, that the injury resulting in Miss Campion’s 
death was sustained by her while she was ‘“‘in the performance of her duties’ as 
a civil employee of the United States, a condition precedent to the approval of a 
claim under the United States Employees’ Compensation Act, as amended. 
Furthermore, the enactment of this bill in its present form would constitute 
discriminatory legislation in that it would grant to the mother of the decedent a 
special benetit which is denied by law to all other persons in similar circumstances, 
and there are no facts or circumstances present in this case which would warrant 
singling out this claimant for such preferential treatment. 

Inasmuch as the accident of March 3, 1945, was not caused by any fault or 
negligence on the part of Miss Campion, and as it does not appear that she had 
any knowledge that the Army car in which she was riding as a passenger at the 
time of her fatal injury was being operated by Lieutenant O’Keefe beyond the 
scope of his authority, the Department of the Army would have no objection to 
the granting of an award in a reasonable amount to the parents of the decedent 
on account of her death and in reimbursement of the expenses incurred in con- 
nection with her burial. Considering the age, occupation, and earnings of the 
decedent at the time of her death, and the fact that she was contributing $50 
per month, or more, to the support of her family, as well as all the circumstances 
of the case, it is believed that an award to Mr. and Mrs. Thomas J. Campion in 
the amount of $8,280 ($7,500 for the death of Miss Campion; and $780 for burial 
expenses) would constitute a fair and reasonable settlement of all their claims 
against the United States arising out of the death of their daughter. 

If the Congress should conclude that an award should be granted in this case, 
it is recommended that the title and text of H. R. 7235 be amended to read as 
follows: 

“A BILL For the relief of Mr. and Mrs. Thomas J, Campion 


‘*Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury be, and he is 
hereby, authorized and directed to pay, out of any money in the Treasury not 
otherwise appropriated, to Mr. and Mrs. Thomas J. Campion, of Pottsville, 
Pennsylvania, the sum of $8,280, in full settlement of all claims against the United 
States arising out of the death of their daughter, Lucy T. Campion, on March 3, 
1945, from injuries sustained by her in an accident, involving an Army vehicle, 
which occurred on the same date on the Indiantown Gap Military Reservation, 
Pennsylvania; the driver of the said Army vehicle was not acting within the scope 
of his employment at the time the said accident occurred: Provided, That no part 
of the amount appropriated in this Act in excess of 10 per centum thereof shall be 
paid or delivered to or received by any agent or attorney on account of services 
rendered in connection with this claim, and the same shall be unlawful, anv con- 
tract to the contrary notwithstanding. Any person violating the provisions of 
this Act shall be deemed guilty of a misdemeanor and upon conviction thereof 
shall be fined in any sum not exceeding $1,000.”’ 

The Bureau of the Budget advises that there is no objection to the submission 
of this report : 

Sincerely yours, 


FRANK PAcr, Jr., 
Secretary of the Army 
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STATE OF PENNSYLVANIA, 
County of Schuylkill, ss: 

Before me, the subscriber, Wm. A. Thompson, an alderman, in and for the 
county and State above mentioned, personally appeared Thomas J. Campion and 
his wife, Mary Campion, ages 56 and 53, respectively, of Pine Knot, R. F. D. 2, 
Pottsville, Pa., who, being duly sworn according to law, doth depose and say 
that their daughter, Lucy T. Campion, was killed at the Indiantown Gap Military 
Reservation on March 3, 1945, at 9 o’clock in the evening on her way to an 
officers’ dance at the request of the officer she worked for, a Captain Sweeney 
Her escort for the night was Lt. Robert O’ Keefe. She was killed when the jeep 
in which they were riding overtured at an intersection and she was killed in- 
stantly. She was a civilian employee at Indiantown Gap Military Reservation 
and lived on the reservation. She always gave me $50 per month to help out at 
home. Her funeral expenses amounted to over $900. My husband is living, and 
I have one girl at home and one son who has now been called for induction in 
the armed services. His name is James J. Campion. My daughter’s name is 
Margaret M. Campion. My daughter Lucy was killed when she went to this 
officers’ dance at the request of the officer for whom she worked, a Captain 
Sweeney. Her escort, Lt. Robert O’ Keefe, she met on March 2, 1945. Lieutenant 
O’ Keefe later was court-martialed and was convicted on two charges. One 
charge was taking the jeep from the motor pool without permission and the other 
was being drunk on the military reservation. We were never notified of his trial 
by court martial, and his counsel stated at his trial that Lucy’s family did not 
want to prefer charges against him. We did not know this until 2 vears later 
when one of the officers who served on the court-martial board informed us about 
this officer who is still connected with the armed services. His address now is: 
Lt. Col. W. W. Weidner, United States Army Transportation Corps, 1112 Frisco 
Building, St. Louis, Mo. 

This is all the information I can give. 

Tuomas J. CAMPION 
Mary CAMPION. 


Sworn to and subscribed before me this 17th day of May, A. D. 1952. 
Wa. A. THompson, Alderma 
My commission expires the first Monday in January 1956. 


Date of death, March 3, 1945 
Date of funeral, March 8, 1945. 
Interment, St. Kierans, Llevellyn, Pa 


Mr. Tuomas J. CAMPION, 
Pine Knott. 


To T. D. Brercen, Dr., FuNerAL Director, PoTrsviuLe, Pa 


Statement of fune ral expenses of Lucy T. Campion 


Casket : eee ’ $300 
Outside case : : 7 15 
Slippers p 3 
Underclothing 2 
Hairdresser 5 
Hearse 10 
Autos (2 5-passenger) 12 
Removing remains from hospital 25 
Cemetery charges: 
Opening grave _ ‘ 30 
Flowers _ 34 
Funeral notices_ ; 
Coroner’s certificate__-_- l 
Professional services, including washing, shaving, and laying out, em- 
balming with the latest scientific method 10 
Daily calls, securing permit, arranging for and conducting funeral, wit! 
personal and assistant’s services 10 
Amount of bill ees le ; 165 


March 20, 1945, by check, D. J. H., $465. 
Paid, T. D. Bergen. Date March 20, 1945. Per D. J. H 








o> 


MR. AND MRS. THOMAS J. CAMPION 


Summit Hitt MARBLE AND GRANITE Co., INc. 


SUMMIT HILL, PA. 


Sold to Mr. and Mrs. Thomas Campion, Pottsville, Pa.: 
May 26, 1945, memorial and four posts, $245 
Paid in full, May 29, 1945. W. Weiss 


O 
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Therefore, the bill has been so amended, and favorable considera- 
tion is recommended 
The letter from the Postmaster General is as follows: 
Post Orrice DEPARTMENT 


OFFICE OF THE POSTMASTER GENERAL, 
Washington. D. C.. May 6. 1952. 


(na man, Commit oO fy J fecrary, 
House Pe presenta 


Dear Mr. CuarrRMAN: This will acknowledge vour letter of April 3, requesting 


a report on H. R. 7331 for the relief of Andrianne Luis and John Luis 

The records of the Department show that Mrs. Luis was injured by a mail 
truck which was making a right turn at an intersection of streets in Brooklyn, 
N. ¥., on October 26, 1943 Although the pedestrian was not entirely without 
fault in that she was crossing the street with an open umbrella which partially 
obstructed her view and was not exercising that degree of care which might reason- 


ablv have been ¢ Xp ected of her, the Departime nt would not Oppose a reasonable 
award to this claimant unless the Congress should feel as a matter of polieyv that 
s not entitled to such relief because of her extreme laches in prosecuting her 
claim. However, should relief be granted, it seems proper to point out that the 
injured women’s expenses, including hospitalization, medicines, an 
amounted to only $512.93. Therefore the amount of compensation sought in 
the bill is grossly excessive Any award made, including an allowance for pain 
and suffering, should not be in exeess of $1,500. 

me This Department has been advised b> the Bureau of the Budget that it would 
have no objection to the presentatiol of this report to the committee. 


Sincerely yours 


d loss ot wages, 





J. M. DoONALDSON, 
Pos master General 





UnireD States Post OFFIcE, 
OFFICE OF SUPERINTENDENT OF Moror VEHICLE SERVICE, 
B ooklyn, NV, y.. Varcl I/, 1944. 
Memorandum of accident 
FourtH Assistant PostTMASTER GENERAL, 
Division of Motor Vehicle Service, 


Washington ay. ea. | 





ccident: October 26, 1943 
> tons Make: Autocar Service No. 6331—(P-6667 
injured person: Adrianne Luiz, 8732 Nineteenth Avenue, Brooklyn, 
\ 
and extent of injurv: Injury to right lower leg 
faken to Harbor Hospital, Brooklyn, N. Y., by private car from scene of 
accident 
Age: 37 vears. Sex: Female 
Discharged from said institution on December 7, 1943. 
Amount of claim filed for personal injury: $20,000 
Name of additional injured person: John Luiz, 8732 Nineteenth Avenue, 


Brooklyn, N es 
Nature and extent of injurv: Alleged wrist injury. Refused medical attention. 
Amount of claim filed for personal injurv: None 


STATEMENT OF ACCIDENT AND RECOMMENDATION 


Statement of the Government driver: “I was traveling south on Nineteenth 
Avenue and making a right turn into Benson Avenue, at about 4 miles per hour 


when IT saw a man and a woman with umbrellas over their heads, in the middle 
ot e roadway crossing from the south to the north side of the streets The 
ran back in a southerly direction and the woman ran in a northwesterly 
airect1or The right front of my truck struck the wo nan, knocking her down. 
Phe in helped pick the was taken to Harbor Hospital 
i private car Mr. J to Bath Beach Station from 

e hospital ime he ha very dark at this intersection, 
raining hard ‘ pe r heads, and as I was making 
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the turn at about 4 miles per hour, it is 1 
unavoidable.’ 


The investigation of this accider lisclosed 
at fault for the reason that he failed to use the requ 
right turn from Nineteenth Avenue into Ber Avenu 
truck striking a Woman pedestrian, one Adrienne | S732 N 
srooklyn, N. Y., who was crossing from the 
Avenue at Nineteenth Avenue, causing her t i 
band of the woman, one John Luiz ya i 
stated that his wrist was injured Howe ! 
has filed no claim for the alleged injury 
The said Adrienne Luiz was removed H r H 
o* the accident where her injury was diagnos ( | 
in right lower leg X-ray findings s} wed fh re fractul ‘ 
She was discharged from the Harbor Hospita Ly ber 7 
since filed claim for personal injury in 1 al ! 520,000, 
opinion of this office, is grossly excessive inasmuch a e bills fur t 


of the claim show financial loss only in the a f $512.9 \ ‘ rf 


the enclosed bills submitted shows 


Hospitalization 








S207 oO) 

Alleged loss of wages 995. 99 
Medicines, ete t Q4 
Transcript from Harbor Hospital OO 
Total__-_- 912. 93 

The Government driver was duly penalized ar er d 
from the motor-vehicle service Che mail ti us 

In view of the filed claim the papers i r 
such action in the prenmiises @5 VOU may deel i 

Very truly yours, 
| ) 
Mr. M. CarrigErReE: 

At 6:45 a. m. I was ordered by Dispa I i i 
accident on Benson Avenue and Nineteer \ il 
injuries to both Mrs. Adrienne Luiz, of 18732 { 
and Mr. John Luiz, of 8732 Ninete¢ \ ( r 
Barnett. truct No 6331. 

| arrived at Bath Beach Station at 7:25 a. 1 i { \ \ t 
Superintendent Mr. Fleischman that both Mr. J. I a Irs. Luiz n 
to Harbor Hospital by a clerk of Bath Beach P Office 

Therefore I went to the Sixtv-second Pr t 

Officer \lazzoni shield No 17299 said that bo a 1a i I f 
Benson Avenue walking south to north, on B oO AN anda er { + 
mail truck, traveling south on Nineteenth Avenue and B 

Dr. Rubin, of Harbor Hospital, d nosis ! | \dy 
crushing injuries to right leg, and husbar ! 

Respectfully, 
iN ) 

Summary of bills submitted in connection wit \ r- 

sonal injury in accident on October 26, 1943 


Hospitalization 07 


Alleged loss of wage co ov 
Medicines, ete 14 
Transcript from hospital 00 

Total 912. 93 
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ERIKA O. EDER AND HER SON, JAMES ROBERT EDER!  X 


Mr. CASE, from the Committee on the J idiciary, submitted the 


» 47 
iollowing 


REPORT 


The Committee on the Judiciary, LO vl In Was referred the bill 
(H. R. 7366) for the relief of Erika O. Eder, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

On page 1, line 6, after the words “Armed Forces’, insert ‘“‘and her 
son, James Robert Eder,’. 

On page 1, line 6, after the words “eligible for’, strike out the 
words ‘“‘a visa’ and substitute the word ‘‘visas’’ 

On page 1, line 7, after the word ‘‘as’’, strike out the word ‘‘a’”’ 

On page 1, line 7, after the word “‘temporary”’, strike out the word 
“visitor’ and substitute in leu thereof the word ‘‘visitors’’ 

On page 1, line 11, strike out the words ‘‘she is’? and substitute in 
lieu thereof the words “they are’’. 

On page 2, line 3, after the name ‘Eri W. Kder, wu tim leu 
thereof ‘Sand her son, James Robert Eder, t 

On page 2, line 4, strike out the word ‘she 

On page 2, line 10, after the name “Erika O. Eder,” insert ‘‘and 
her son, James Robert Eder,’’ 

On page 2, line 11, strike out the word ‘‘the” and insert in Ii 
thereof the word ‘‘their’’. 

On page 2, line 12, strike out the words ‘‘of the said Erika O. Eder,” 

On page 2, 
word “them” 

On page 2, line 13, and 14, strike out t! rds “‘visa fee and head 
tax.’ and substitute in leu thereof tl ds ‘‘visa fees and head 
taxes.” 

Amend the title so as to read 


fe > ss | ‘ | se) , , i } tit { +} 
line 15, strike out the wor and substitute the 
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PURPOSE OF THE BILL 


The purpose of this bill is to facilitate the admission into the United 
States of the fiancée of a United States citizen serviceman. The bill 
has been amended to provide for the admission of the minor child of 
the beneficiary of this bill. 


GENERAL INFORMATION 


Mr. Hays of Ohio, the author of this bill, submitted the following 
documents to the committee which contain the pertinent facts in this 
case: 


APRIL 8, 1952. 
Subject: Sworn statement 


To Whomdi May Concern: 


1. I, James D. Van Dyne, technical sergeant, United States Air Force, do 
hereby swear that the following statements and attached papers are true and 
correct to the best of my knowledge. 

2. I have been a member of the United States Air Force since January 1948 
and at the present time am serving a 6-year term of enlistment. I have no debts 
and have a savings account with the First National Bank of Southern Maryland, 
Drawer No. 6, Upper Marlboro, Md. If I am permitted to marry, my income 
will be $285 per month. I am sure that I can support my dependents, Miss 
Erika O. Eder, and her son, James Robert Eder, born December 1948. I am 
willing to adopt him as a son. 

3. My acquaintance with Miss Eder began in December 1949 through a mutual 
friend. From that date until May 1, 1950, we kept steady company. I have 
investigated her past with reference to the child born to her out of wedlock and 
find that she is a girl of high moral character and is a member of a family with a 
Christian background. Following that date, and with the full consent of her 
parents, whom I met, we became engaged. 

4. In view of the provisions of Twelfth AF Regulation 30—5, I was prevented 
from completing the requirements for our marriage, due to the fact that I had 
to return to the zone of interior on emergency leave because of a serious family 
affair. As a result, I was given a PCS (permanent change of station). This 
prevented my returning to Germany to complete the arrangements for marriage. 
Also, due to the large number of marriage applications to be processed at that 
time, my application was delayed beyond the time when I left Germany. The 
papers were forwarded to my present organization on March 21, 1952, for process- 
ing and approval. However, Civil Law 717, amendment 6, expired March 19, 
1952. All papers have been forwarded to me showing that investigations for 
screening foreign nationals have been completed and a copy is on file at Head- 
quarters, United States Air Force, Europe, APO 633, c/o Postmaster, New York, 
Mee 

5. Reference is made to attached papers. 

James D. Van Dyne, 
Technical Sergeant, USAF, AF 13268197. 


Subscribed and sworn to before me at Andrews Air Force Base, Washington 25, 
D. C., this 8th day of April 1952. 
Harotp M. McMaster, 
Second Lieutenant, USAF, Assistant Adjutant. 


AIRWAYS AND AtR COMMUNICATIONS SERVICE, 
1909tTH AACS Squapron, 
ANDREWS AIR Force Bask, 
Washington 25, D. C., April 7, 1952. 


’ 


To Whom It May Concern: 

I, Tech. Sgt. David C. Harrell, AF33870145, have known Miss Erika O. Eder, 
Robert Koch Str No. 3, Munich, Germany, for approximately 2 years and at all 
times Miss Eder has appeared to be one of high moral character. She has a 
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good command of the English language and could readily adapt herself to tl 
American wav of life 
Davip C. HARRELL, 
Technical Sergeant, LSAF, AF338870145. 


Subscribed and sworn to before me at Andrews Air Force Base, Washington 25, 
I) C., this 7th day of April 1952 
Haronp M. McMaster, 


Second Lieutenant, USAF, Assistant Adjutant. 


STATEMENT OF THE CHAPLAIN 


HeEADQUARTERS, 1050TH AiR Base WING, 
OFFICE OF THE CHAPLAIN, 
ANDREWS AIR Force Bass, 
Washington 25, D. C., April 8, 1952. 

] have interviewed Tech. Sgt. James D. Van Dyne, AF 13268197, 1909th AACS; 
concerning his marriage to a German national presently residing in Munich 2, 
Grunwald, Robert Koch Strasse No. 3, Germany. It is my sincere belief that 
no problem is involved to prevent this marriage. 

Subject airman is presently assigned on this base in a position of responsibility. 
He has the complete confidence of his superior officers in regard to his capability 
and dependability. 

I have discussed with Technical Sergeant Van Dyne the problems and responsi- 
bilities of marriage to a German spouse and it is my opinion he is mature and 
sapable of fulfilling all expectancies, and there is no reason to believe this marriage 
should not have an excellent chance to succeed. 

I recommend that provisions be made for obtaining a visa for this spouse to 
permit her to come to the zone of interior for the purpose of marrying Technical 
Sergeant Van Dyne. 

FRANK L. WHITE, 
Chaplain (Major) USAF 

Subscribed and sworn to before me at Andrews Air Force Bas:, Washington 25, 
D. C., this 8th day of April 1952. 

Joun E. Masspey, 
First Lieutenant, USAF (MSC), Adjutant. 





APRIL 7, 1952. 
Subject: Character reference Tech. Sgt. James D. Van Dvyne. 
To: Whom It May Concern 
From: Capt. Gene A, Wolz 


During the 13 months I have been acquainted with Technical Sergeant Van 
Dyne I have come to know him intimately. He is loyal, trustworty, dependable, 
and patriotic. 

The main interests of subject airman are centered around his duty, hunting, 
fishing, and various other seasonal sports. 

There are no known occasions where this airman has failed to live up to the 
code of conduct, militarily or socially, expected of a noncommission officer of 
the United States Air Force. 

GENE A. Wotz, 
Captain, USAF. 


Subseribed and sworn to before me at Andrews Air Foree Base, Washington 
25 D. C., this 7 day of April 1952. 


Harom M. McMaster, 
Second Lieutenant, USAF, Assistant Adj itant. 
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AIRWAYS AND AIR COMMUNICATIONS SERVIK 
1909TH AACS SQUADRON 
ANDREWS AiR Force BASE, 
Washington 25. D.C Lpril 7, 1952 


STATEMENT 


To When Tt Va 1 Concern: 
Tech. Sgt. James D. Van Dyne, AF13268197, has been under my command 


since January 5, 1952. Since coming under my command, I have come to know 
Technical Sergeant Van Dyne personally a formance of his 
duties and in participation of organizational il Sergea Var 


Dyne is of high moral character and a credit t 


Records of this organization indicate nothir 





\ UGHN 
Lieutena Cor ng 
Subscribe d and sworn to before me at Al drews Air Foree Bast W: hington 25 
D. C., this 7th day of April 1952 
Harotp M. McMaster, 
Second Lieutenant, USAF, Assistant Adjutant 


AIRWAYS AND AIR COMMUNICATIONS SERVICE, 
HEADQUARTERS 1972p AACS SQuapron, 
APO 407—A, care of Postmaster, New York, N. Y., July 31, 1951. 


Subject: Letter of consent to marry United States military or civilian personnel 
To: Commanding Officer, 1972d AACS Squadron, APO 407—A, United States 
Army. 
1. I, Erika Olga Eder, Miss, No. 17 Stren Strasse, Munich 22, Germany, of 
German nationality, hereby state my complete willingness to enter into marriage 
with Staff Sgt. James D. Van Dyne. 


stand the provisions of the local marriage laws and regulations, and 





they will be complied with if the marriage is approved. 
3. | understand the provisions of Twelfth Air Force Regulation 30-5, and other 
directives governing this marriage and my emigration he | 
] pendent children. James Robert Eder, 2 years, 6 months 
5. I have not been previously married. 
I understand that we will not necessarily receive preferential treatment after 
t 


marriage as to food, separa 


parate housing, and priority of return to or entry into the 


7. I underst that approval of marriage does hot insure issuance of an im 
migration visa for my entry into the United States. 
Erika O. Ever. 
Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 7366, as amended, should be enacted and 
accordingly recommends that the bill do pass 


co 
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REQUESTING THE SECRETARY OF THE ARMY TO FURNISH TO THI 
HOUSE OF REPRESENTATIVES FULL AND COMPLETE INKQRMA 
TION WITH RESPECT TO INSURGENCY IN) PRISONER-OF-WAR 
CAMPS IN KOREA AND COMMUNIST-INSPIRED DISTURBANCES 
OF THE PEACE IN JAPAN < 


JuNE 10, 1952 Committed to the Committee of the Whole House on tihe Stat: 


of the Union and ordered to be printed 


Mr. Vinson, from the Committee on Armed Services. submitted the 
following 


REPORT 


{To accompany H. Res 661) 


t 


The Committee on Armed Services, to whom was referred the reso- 
lution (H. Res. 661) requesting the Secretary of the Army to furnish 
to the House of Representatives full and complete information with 
respect to insurgency in prisoner-of-war camps in Korea and Com- 
munist-inspired disturbances of the peace in Japan, having considered 
the same, report thereon. 


Hon. Cart VINSON, 
Chairman, Committee on Armed Services 
ITouse of Representatives 
Dear Mr. Vinson: Reference is made to your request to the Department 
the Army for a report on House Resolution 661 and House Resolution 663, 
ke ighty-second Congress, and to your request to the Department of Defense for a 


‘ 


report on House Resolution 662, Eigh ty-second Cor gress. House Resolution 661 
and House Resolution 662 request the Secretary of the Army and the Secretary 
of Defense, respectively, to furnish to the House of Representatives full ir forma 
tion with respect to all Samah j surrounding every act of insurgency in 
Korean prisoner-of-war camps and every Communist inspired riot in Japan 
which have occurred since the departure of General Mac Art ir. House Resolu 
tion 663 requests the Secretary of the Army to furnish t« the House of Repre 
sentatives full information with respect to all circumstances surrounding the 
reduction in grade of Charles F. Colson from brigadier general to colonel. The 
Secretary of Defense has delegated to the Department of the Army esponsi 
bility for expressing the views of the Department of Defense on House Resoluti 
662. 

In accordance with your requests, there are enclosed the following declassifies 
documents: 

(a) Background narrative as prepared by Gen. Mark Clark, of incidents 


have oceurred through May 20, 1952, at | N prison camps i Korea; 
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b) A two-page chronological summary of events surrounding the capture of : 
Colonel Dodd and the negotiations leading to his release; 

c A Six-page, more extensive chronological account of the events taking place 
principally between the capture and release of Colonel Dodd; and 

d) Statements of Colonels Dodd and Colson and General Yount, setting forth 
their comments on the incident. 

Certain additional information on the Koje-Do incident which, in the national 
interest, remains Classified is also being supplied your committee 

The above documents were declassified because the Congress and the public 
are entitled to the essential facts and because the case of Koje-Do, when appraised 
in the light of prior and subsequent events, clearly shows the insidious nature of 
the Communist enemy whom we are fighting 

With the delivery of this information to the committee, I believe that the objec 
tives of House Resolutions 661, 662, and 663 are accomplished. Should your 
committee desire any further information, please do not hesitate to call on m« 

Sincerely vours, 
FRANK Pace, Jr 
Secretar j o} the Ap muy 

Enelosures 
BACKGROUND NARRATIVE, AS PREPARED BY THE UNITED NaTIONS COMMAND, 

or INcIDENTS Wuicuw Have OccurRED THrovuGH May 20, 1952, ar U. N 

Prison Camps IN KOREA 

In order to set the record straight once and for all, and to clarify the conflicting 
published accounts of incidents involving violence at U. N. POW camps, Head- 
quarters United Nations Command presents herewith a narrative account, 
based on official records, of what actually has transpired at U. N. POW camp 
No. 1 at Koje-Do and U. N. POW camp No. 10 at Pusan. 

Three major attempts by fanatical Communists leaders to wrest control of the 
POW and civilian internee compounds from U. N. authorities have erupted on 


Koje-Do since late in February of this year. However, it is now apparent that 
the build-up of trouble at the U. N. POW camp island off Korea’s south shore 
started many months ago, and the pattern and purpose of Communist plotting 
have now been clearly demonstrated. 

In the face of terrorism and open defiance on the part of the Communist leaders 
among the POW’s and civilian internees, the UNC has adhered scrupulously to 


the principles of the Geneva Convention. The International Committee of the 
Red Cross (ICRC) has had access at all times to U. N. prisoner-of-war instal- 
lations; it has submitted complete reports of its findings. These reports have 


indicated further that incidents of violence have stemmed directly from the 
action of the fanatical, die-hard Communists. 

Despite this humane treatment, the pattern of Communist plotting and violence 
has now become unmistakable. The United Nations Command has indicated in 
no uncertain terms that a continuance of this pattern will not be tolerated and 
that it is taking all necessary measures to secure and maintain uncontested 
control of all compounds in every prisoner of war installation, 

For a number of months, North Korean and Chinese Communists prisoners of 
war, along with the many civilian internees (persons of South Korean origin im- 
pressed into the North Korean Peoples Army and captured by the UNC who, 
after screening by ROK CIC, were determined to be in fact South Koreans who 
served involuntarily in the NKPA) were tractable and cooperative. Well fed, 
well clothed, and humanely treated, they indicated no dissatisfaction with the 
conditions under which they were held. However, on June 8, 1951, the two rank- 
ing North Korean Army prisoners of war, Senior Cols. Hak Ku Lee and Crol 
Hong, wrote a long, rambling, and completely fictional diatribe against the treat- 
ment prisoners allegedly had been receiving at the hands of the United Nations. 
This letter, addressed to the International Red Cross at Geneva, Switzerland, 
was received by the UNC in mid-> uly of 1951, but the two colonels took matters 
into their own hands by implementing what now appears to have been a carefully 
planned campaign to gain control over all prisoners and incite them to violence, 

The first incident involving violence was staged by the North Korean officers 
in one of their own compounds—compound No. 3 of enclosure 7—on June 18, 1951. 
Demanding that they be given control of all compounds in enclosures 7, 8, and 9 
on Koje-Do, these fanatical Communists attacked UNC work details sent into 
their compound and rushed the compound gate in an attempt at mass escape 
Republic of Korea guards broke up this attempt by firing into the group, leaving 
seven Communists dead and four wounded. Thus occurred the first incident of 
real violence on Koje-Do. 
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Following the riot of June 18 and 19, there was a period of quiet w \ 
e when trouble flared anew. On that date, shouting, singing, dem rating | 
; munists on Koje-Do whipped themselves into a frenzy and beg O > ( 
5 personnel who finally had to resort to force to control the riotir On ¢ 
f the same day, miles away from Koje-Do, in compound No. 6 at Pusan, a 
' COpy ¢ f the Koje-Do rioting took place with almost identical result Ca i 
at Koje-Do included +] prisoners kill d and 25 i! ire { al Pu al trie i 


numbered 8 prisoners dead and 22 wounded 





! During September Communist leaders wit! he various compe ls carried 
j nm systematic campaigns of intimidation and violence designed to establish their 
‘ leadership. POW’s who resisted such attempts were often the victims of atta 
; during the hours of darkness which resulted in injurv and oceasiona lea 
5 In the period September 17-19, 1951, two Compe inds, 78 and S85, ( ul Y 
North Korean enlisted men, were the scene of violence between « pposing fa Q 
battling for internal control. Casualties at the end of the period—a 
upon prisoners by other prisoners—totaled 31 injured and 20 killed 
On December 18, another major internal incident occurred—again created by 
North Korean Army enlisted men. This took place in compound 73— the firs 
disturbance in this compound-——-when the prisoners started a rock fight with the 
Chinese Communists POW’s in nearby compound 72 U. N. troops quelled this 
disturbance after three POW’s had been injured The next night, two POW’s 
were injured by beatings in compound 73 and on December 23, U. N. medica 
authorities were unable to save the lives of 10 POW’s fata beat by their 
fellow inmates of this compound. On the same night, following the same patter! 
civilian internees in compound 62 indulged in a mass demonstratior vO ( 
beatings of fellow prisoners, which brought death to 14 and injury to 24 Ni ost 
if not all, of these internal incidents among the POW’s were ivated by purely 
factional motives. ICRC reports indicate that camp authorities did their utmost 
to prevent these occurrences with the means available 
It was in compound 62 that the first of the three major riots occurred whi 
. involved U. N. personnel. On February 18, 1952, approximately 1,500 of 
5,700 inmates suddenly attacked United States military personnel in the course 
of their duties. The revolt was crushed promptly and order restored— at a cost 
in lives of 1 American soldier and 75 inmates One American soldie1 
22 suffered minor injuries, and 139 inmates were jured 
The clash followed the entranee into the compound of UNC per : r- 
tain which of these civilian internees were actually loval South Koreans id 
been foreibly impressed into the North IWorean armed forces It 
that the Communists leaders in the compound were determined to | ~ 
orderly procedure by Violence 1 tail d pat lit aud ryval é ) vere 
indicated by the collection of weapons secretly manufactured by the | 
terrorists for the assault Steel pickets, spiked wooden clubs, bart ’ 
blackjacks, metal tent pole spikes and sections of iron pipe were 
by the Communists, in addition to rocks and knive Less than one 
compound inmates took part in the riot 
On Mareh 138 violence flared anew in the second mayor eider 
| N. personnel Prisoners inside compound 92 stoned passil Repu rf 
Korea troops and a work party from another compound, touehing off ar cider 
which resulted in the death of 12 North Korean Communist prisoners and ( 
wounding of 26. One American officer was slight! njured and one Woreatr 


civilian was killed 

The third major incident on Koje-Do occurred o1 \pril 10 when Comm 
prisoners once again challenged camp authorities. This incident began with a 
violent Communist demonstration inside the barrier of compound 95 of enclosure 
No. 9. The several compounds of this enclosure containing North Korean Army 





enlisted men had been subjected to virulent Communist agitation, beatings, and 
intimidations since mid-September but never before had the leaders or the group 
as a whole openly challenged camp authorits In the efforts to restore order 
one POW Was wounded. \ | nited states Army captain at liwo Unit {i States 
soldiers, all unarmed, immediately entered the compound dispensary ist withi 


the compound gates, to remove the wounded man to the hospital. They were 
forced to withdraw by the swarming Communists 

Brig. Gen. Francis T. Dodd, then camp commandant, promptly rdered the 
Communist leaders in the compound to permit the evacuat of the wounde 


permi inded 
Communist When thev refused. General Dodd ordered 100 lard: armed 
Republic of horea soldic rs. into the enclosure to br ng out the casualty Phe 
guards were promptly set upon with clubs and stones, and one was seized by the 
Communists and disappeared in the rioting mass Phe armed guards outside the 
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perimeter, in an attempt to protect the unarmed ROK soldiers, fired into the 
enclosure—wounding, among others, a United States Army officer and some 
Republic of Korea guard personnel. 

At this point, the Communists staged a mass rush on the open gates. This 
attack was stopped by the prompt and determined action of an American officer 
and two American soldiers manning a jeep-mounted .30 caliber machine gun 
covering the gate to prevent any mass escape. In all, 3 Communists were killed 
and 60 wounded. Four ROK Army guards were killed, six wounded and one 
American officer was slightly wounded 

Following this third major incident, on May 7, Communist POW’s seized 
General Dodd, the prison camp commandant, under circumstances which are now 
well known to the public. On May 20, 1952, prompt and firm action by UNC 
personnel averted what might have been a serious incident at a hospital compound 
in Pusan. Communist POW’s who had been serving as hospital attendants in 
this compound had refused to admit medical personnel or to let their sick compat- 
riots leave the compound to get medical attention. U. N. authorities directed 
the prisoner attendants to report to the compound gate for transfer to another 
enclosure, in order that the patients could later be handled without interference 

For half an hour announcements designed to segregate the agitators from the 
other prisoners went virtually unanswered. It soon became evident that the 
Communist POW leaders could resist by violence. At 7 a. m. armed United 
States military personnel moved into the compound where thev met stiff opposition 
from prisoners wielding spears, barbed wire flails, rocks, and other weapons. 

The United States troops used a show of force to overcome the opposition. No 
shots were fired, the U. N. troops emploving only riot-control tactics. In gaining 
control of the compound, 1 prisoner was killed and 85 others suffered injuries, 
half of them minor. One member of the United Nations forees suffered a minor 
wound. The situation was well in hand by 9 o’elock in the morning. The 
remaining two compounds at Pusan have now been brought under complete con- 
trol by the U. N. authorities. No casualties resulted from these operations. 

It is to be anticipated that hard-core Communist POW’s will continue their 
attempts to provoke the U. N. authorities into the use of force, only if for the 
purpose of providing the Communist propaganda machine opportunity to distort 
necessary disciplinary and security measures into ‘‘acts of barbarism’’ and other 
equally vicious and ridiculous allegations. The UNC has indicated that it will 
not be deterred from its objective of implementing the provisions of the Geneva 
Convention and insuring that POW’s strictly observe their responsibilities. 


CHRONOLOGICAL SUMMARY OF Masor Events From Caprure To RELEASE OF 
GENERAL Dopp 


Koije time 

May 7 

3:15 p. m.: General Dodd seized by prisoners. 

$:40 p. m.: Colonel Craiz, chief of staff and deputy commander to General 
Yount, arrived to assume temporary command; demanded release of Dodd. 
May 8 

12:15 p. m.: General Dodd reported to Colonel Craig the prisoners’ demands for 
a PW association, office supplies, and telephones. 

1:50 p.m.: Genera! Ridgway directed General Van Fleet to take necessary action 
to release Dodd and authorized him to use whatever force might be necessary. 

9:30 p.m.: Message from General Van Fleet to General Yount directing prepa 
rations of plan to release General Dodd. 

9:50 p. m.: General Colson, having been made available to General Yount by 
Kighth Army, arrived to assume command, 


Ma yd 


3:55 a. n.: General Colson requested and received authority from General 
Yount to delay final demand for release until daybreak, 10 May, in order to aliow 
arrival of tanks from Korea. 

1:25 p. m.: General Ven Fleet and General Yount arrived on Koje to discuss 
tactics to be used in forcible entry. 

1:20 p. m.: General Van Fleet and General Yount departed. 

8 p. m.: General Yount informed General Colson that Eighth Army had 
authorized delay until 10 a. m., May 10, but directed forcible entry at that time 
if Genera! Dodd not released by then. 
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May 10 


e299, 


5:32 a. m.: General Colson received prisoners’ f 
agreement on specified terms. 


CAMPS IN KORI 


irst formal demand 


A 


8:45 a. m.: General Colson reported demands to General Yount, who 


the 10 a. m. dead line. 

10:05 a. m.: General Colson read to General Y« 
Yount approved. 

12:04 p. m.: General Dodd reported to General 
to first reply. 

1:45 p. m.: General Colson read to General Y« 


not all of which, according to the transcript of the 


int firs 


t 


Colso 


yunt his 


call, 


Yount. General Yount cleared this Jetter as received by 


Eighth Army. 
5:20 p. m.: Second reply received by prisoner 
correction. 


~ ret 


{ 


proposed rey 


onprweetion 


second propo 


was recelved 
him with Gen 


\ 
t) 


6:30 p. m.: Third reply (revision of second as requested by prisoners 


by prisoners, 
approval. Accepted by prisoners. 
9:30 p. m.: General Dodd released. 
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h May 10 
ation of a 
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“amps which could be used for propaganda purposes and which would disri 


United Nations’ screening of prisoners that had proved so embarrassit 
dicate 


Communists because such a great majority of pri 
they would forcibly resist return to Communist e 


BACKGROUND 


mntrol 


soners had freely 


On February 20, 1952, Brig. Gen. Francis T. Dodd assumed commat 
Nations prisoner of war camp No. 1, Koje-Do, Korea 


Dodd’s seizure, approximately 100,000 prisoners 
already declared that they would forcibly resist ret 
these had been removed from the island. Thus, 
seizure there were approximately 70,000 prison 
times the total number of Federal prisoners toda 


prisoners were housed in compounds, each of whic 


barbed-wire fence. The compounds were so close together that prisoner com 
munication between them was relatively easy Although the inner gat t he 
sally port to the compounds were locked, the outer gates were not always locked 
Outside each compound were static and walking guards, tower guards and 
perimeter lights, 

In compound 76 there were 6,400 North Korean prisoners, almost all of whom 
were zealous Communists and violently hostile to U. N. personnel. Most of the 
had been able surreptitiously to arm themselves with knives and what home-mad 
weapons they could fashion from sleeping cots, tent pegs, barbed wire, and work 
tools, Due to this serious threat of violence U. N. personnel had ered this 
compound since April when these prisoners began their violent demonstrations 
as they learned of the great number of prisoners in other compounds who were 
refusing to return to Communist control 
May 7, 1952 

ln midmorning General Dodd was informed by Lieutenant Colonel Raver ¢ 
commander of a military police battalion, that the prisoners in compound 76 we 
ah ge to be rostered and verified provided the were granted an inte ew 
with General Dodd 

\t 1:45 p. m., Colonel Raven arrived at compound 76 and, us y ( 
interpreter, ee eee fe Fence win a spokesman for the ners 

About a half hour later, General I> noch d ari 1 and joined the discuss s whicl 
concerned certain alleged grievances ¢ t the. risoners \t that time there were 
present at the prison gate, in sellin: to Ger neral Dodd and Colonel Raven, fi 
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armed U. N. guards carrying weapons with fixed bayonets and loaded magazines, 
a truck driver and General Dodd’s jeep driver. At the start of the discussions 
about 6 prisoners took part, but this number soon increased to about 15. 

Shortly after the discussion began, a work detail of about 40 prisoners was 
permitted to pass through the gates under the supervision of two American 
noncommissioned officers After the detail had come out, the gates were left open. 

During the next 10 to 15 minutes the spokesman and leaders for the prisoners 
were permitted to step outside the YATES, \t Bila D. Ta. General Dodd decided 
hat the interview was at anend. As he turned to leave, the prisoners closed one 
of the outside double gates, a whistle blew, and 20 prisoners rushed General Dodd 
and Colonel Raven. Colonel Raven, with the aid of the U. N. guards, managed 
to escape; however, General Dodd was so quickly surrounded that the guards 


could not use their weapons to secure his release. He was overpowered and dragged 
within the compound. The prisoners immediately = the gates and raised a 
sign painted on ponchos, about 25 feet long which re ‘We capture Dodd, as 


long as our demand will be solved his safety is secured: if there happen brutal act, 
such as shooting, his life is ee This sign cou'd not have been Painted in the 
interval between General Dodd's ‘apture and the time it was put up soon 
after this, General Dodd sent Siac the wires a note in his own handw : 
SAVING that he was unharmed and requesting that representatives from the other 
compounds be sent into compound 76 and that a telephone be installed to connect 
him with United States authorities on the island. 

The Second Logistical Command, Brig. Gen. Paul F. Yount commanding, was 
immediately advised of Dodd’s seizure and this eommand instructed that an 
effort be made to effect release of General Dodd through a senior PW officer 
\ccordingly, North Korean Col. Lee Hak Koo was summoned from another 
compound and directed to proceed to compound 76 to order General Dodd’s 
release 

In the meantime Col. W. H. Craig, deputy commander and chief of staff, 
Second Logistical Command, on orders of General Yount, had left Pusan to 
assume temporary command at Koje. Colonel Craig had been instrueted to 
demand General Dodd’s release and to avoid any incident that was likely to 
cause an outbreak Colonel Craig arrived at Koje at 4:40 p. m., direeted that 
firearms not be used excent as a last resort, placed the camp on full alert, and 
orally demanded General Do id’s release. 

Lee Hak Koo and representatives from other compounds were then permitted 
to enter compound 76 for a conference 

\t S p. m., General Yount was informed of developments by Colonel Craig 
and concurred in the actions taken The prisoners’ conference, with General 
Dodd present, began at 8 p. m. and lasted until approximately 11 p.m. The 
meeting was devoted to an attempt to gain General Dodd’s authorization for 
formation of a PW association of one representative from each compound, the 
details to be worked out later. At 11 p.m. General Dodd reported that he was 
safe and that the meeting would resume at 10 o’clock the next morning. He 
asked that no troops be sent into the compound. He further reported at intervals 
d ring the night 

Sometime in the evening Gen. Matthew B. R idgw ‘ U.N. Commander in the 
Far East, in Tokyo was informed of General Dodd izire 





Vay 8, 1952 


Colonel ¢ raig caused automatic weapons to b manned and ook other security 


measures At izZ:1o p. m the prisoners’ conference re ‘onvened and, t] rough 
General Dodd. submitted to Colonel Craig demands for (1) formation of a PW 
association 2) furnishing of certain supplies, such as tents, desks, pencils 


paper, mimeograph machine, and two trucks: and 3) a complete telephone net 


for the PW association. General Dodd suggested that all of the demands except 


that for a telephone net be satisfied At 3:45 p. m.. Colone! Craig gave thi 
prisoners until 5 o'clock that afternoon to present a list of terms for the release 
of General Dodd Ai 5 p. m., Lee Hak Koo refused a broadcast demand t 
release General Dodd, At 5:45 p. m., General Dodd telephoned to say that the 


prisoners had not vet formulated the conditions for his release which Colones 
Craig had requested 

At 9:50 p. m., Brig. Gen. (now Col.) Charles F. Colson, chief of staff, First 
Corps, who had been made available to Genera! Yount by Ei hth Army, arrived 
at Koje and assumed command. Meanwhile, General Ridgway and Gen. Marl 
W. Clark, who was to succeed General Ridgway, had flown to Korea and had 
discussed this problem with General Van Fleet and Admiral Joy at Munsan 
And at about 4:50 p. m., General Ridgway, in a message to General Van Fleet 
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commanding general of the Eighth Army 1) D 


take necessary action to bring about the releas 


(2) authorized u of whatever degree of force 
judgment, be required to accomplish this 


Van Fleet take such further action as he deemed ne 
control of all Communist prisoners 


Implementing these orders, General Van Fleet, a 


Yount to make written demand for the release of ¢ 

specified by General Yount; to issu 

General Dodd was no longer in command, that fo 

and that all prisoners in compound 76 would 

to General Dodd; and to enter the compound by 

Dodd was not released by the pecihed hou 
General Yount, in passing these orders o1 


directed 





him: (1) to make written and broadcast: 


Dodd; (2) if General Dodd were not released by day 


3) to advise General Yount of the earliest date pli 
compound At 1] o'clock that evening Csenera 1) 


Colson stating that if foree were used, the prisoner 


of all compounds, simultaneously. 


May 9, 1952 

At 2:30 in the morning, General Colson, 1 
General Yount, demanded General Dodd’s release 
answer later in. the 
received General Yount’s authorization to delay 
ultimatum threatening force in order to allow ta 


land. A second demand for General Dodd’s immedi: 


prisoners at 6:35 a. m. in response to their req 





Hak Koo replied to the 2:30 a. m. demand for Gene 


that General Dodd's seizure Ss proper and that th 





the Geneva Conventior tv-five minutes late 


in Which he alleged inhumane treatme 


earlier 
that General Colson attend a meeting with Genera 
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Generals Van Fleet and Yount departed at 4:20 p. m., while General Dodd’s 
conference with the prisoners was still in session. At 4:45 p. m., General Dodd 
read to General Colson over the telephone a message from Lee Hak Koo promising 
General Dodd’s release when the conference was finished. 

At 7:15 p. m., General Van Fleet reported to General Ridgway that General 
Colson had been directed through General Yount to demand release of General 
Dodd at 10 a. m., May 10. and if refused, to take positive action to empty the 
compound. 

At 7:30 p. m., General Colson reported to General Yount that the conference 
between General Dodd and the prisoners was apparently a trial of General Dodd 
by a “people’s court’? which General Dodd felt was generally favorable to him. 
General Colson reported that General Dodd had stated that he would probably 
be released by noon May 10. General Colson requested authority to delay 
forcible entry. General Yount stated that he would seek authority from the 
Fighth Army for further delay and at 8:00 p. m. General Yount called General 
Colson back and reported that the Eighth Army had authorized such a delay 
until 10 a. m., May 10, and directed forcible entry at that time if General Dodd 
had not been released by then. 


May 10, 1952 


In the early morning, preparations for forcible entry continued. Tanks were 
combat-serviced, and Navy gunboats and road blocks were strategically placed. 
At 5:32 that morning, General Colson received from Lee Hak Koo the prisoners’ 
first formal demands for a written reply on four points, namely, (1) allegations 
of mistreatment of prisoners and inhumane methods of warfare such as germ 
warfare, (2) issues involving repatriation, (3) issues involving screening and 
alleged rearming of prisoners, and (4) recognition of the PW association. General 
Colson faced the choice on the one hand of trying to work out an answer to these 
false allegations which would satisfy the prisoners, thus insuring General Dodd’s 
release, or on the other hand of using force, which might have caused a general 
prison break, widespread killing of prisoners and U. N. personnel, and the execu- 
tion of General Dodd. 

General Colson decided to attempt to draft a reply. At 8:45 a. m., General 
Colson reported Lee Hak Koo’s message to General Yount, discussed a proposed 
reply with General Yount and obtained General Yount’s approval to extend the 
10 a. m. deadline for forcible entry. During this conversation, General Yount 
stated that he would seek higher approval of certain aspects of the answer and 
informed General Colson that Eighth Army had, in general, authorized them to 
agree to anything reasonable. During these negotiations, General Van Fleet 
was at his command post in the north and his headquarters received the general 
substance of the negotiations piecemeal through General Yount who was directed 
through Maj. Gen. Orlando C. Mood, chief of staff of Eighth Army, to ‘‘admit 
nothing that was untrue.” 

At 9 o’clock General Colson read to General Dodd over the telephone his pro- 
posed reply, but General Dodd reported that the prisoners were insisting upon a 
Written response and in return had promised his release by noon. 

At 10:05 a. m., General Colson read to General Yount his first written reply. 
General Yount approved the reply as written. General Colson then dispatched 
his first reply to compound 76. At 12:04 p. m., General Dodd reported various 
objections that the prisoners had to this reply. In preparing his second reply, 
General Colson accepted General Dodd’s suggestions and discussed the gist of this 
proposed reply with General Yount by telephone at 12:45 p.m. This second 
reply created the false impression that the U. N. in the past had committed acts 
of violence against its prisoners by saying that “in the future’? prisoners can 
expect humane treatment. This reply also gave rise to further erroneous implica- 
tions by stating that there would be no “‘further’’ violence and no ‘“‘more”’ forcible 
screening or “‘rearming”’ of prisoners. 

At 4:45 p. m., General Colson read the text of this second reply to General 
Yount. The transcript of their telephone conversation indicates that certain 
keywords such as ‘future’ and “further”? were not received by General Yount. 
General Yount approved the letter as he heard it and reported it to General Mood. 
General Colson dispatched this second reply to compound 76, where it was 
received at 5:20 that afternoon. 

In the meantime, at about 2:25 that afternoon, General Van Fleet informed 
General Ridgwavy’s chief of staff, Lt. Gen. Dovle O. Hickey, that the prisoners had 
submitted terms for release of General Dodd, that General Colson had replied 
but that General Van Fleet did not have the substance of his reply; that General 
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Van Fleet felt agreement could be reached; and that General Van Fleet had 
authorized delay in using force if General Dodd’s release appeared imminent, 
General Ridgway, in a message of reply to General Van Fleet, ordered that bis 
directive of May 8, which authorized the use of whatever force might be required 
to attain the release of General Dodd, be implemented at or shortly after full 
davlight, May 11, unless the situation was materially altered by then. 

Upon the prinsoners’ insistence, General Colson’s second letter was rewritten 
to refer to KPA (Korean People’s Army) instead of NKPA (North Korean 
People’s Army) and to add a sentence which said “I do admit” that there had 
been past violence. These changes were not cleared with General Yount Phis 
third reply was received by the prisoners at 6:30 p.m. and accepted by them. 

General Dodd was released at 9:30 that evening. 





STATEMENT OF CoL, CHARLES F. COLSON 


In the light of events which have happened since the release of Brigadier 
General Dodd on May 10, 1952, and information which has been furnished me 
that action against me is under contemplation because of certain portions of the 
contents of the letter which I signed and sent to the PW leaders in order to secure 
the release of General Dodd, I am making this statement in full explanation of 
my action and in justification thereof. 

There seems to be two main issues concerned in contents of the letter which I 
signed and delivered to the PW leaders in compound 76, which was the letter 
finally accepted as satisfactory by them and resulted in General Dodd’s release. 

These issues concern the statement in paragraph 1 of the letter, reading “‘I 
do admit that there have been instances of bloodshed where many prisoners of 
war have been killed and wounded by U. N. forces,’’ and also the statement in 
paragraph 3 “there will be no more forcible screening or any rearming of prisoners 
of war in this camp.” 

With reference to the first point, this statement was not included in the first 
letter por in the second letter. Instead the statement “I am forced to tell vou 
that we are not (using) and have not used poison gas, germ werfare weapons, or 
used prisoners of war for atomic bomb tests.” 

The leaders refused to accept this statement and demanded that since we denied 
these things that the statement should be omitted from the letter. Sut they 
demanded that we admit that there had been instances of bloodshed and prisoners 
of war killed and wounded by U. N. guards 

I discussed this point with General Yount, comanding general Second Logistical 
Command, and I told him that they were the instances which were being used 
as allegations against General Dodd in the Peoples Court which was then trying 
him in the compound. General Dodd had advised me that he had admitted 
these instances, as they had occurred, and that full investigations had been made 
and reports rendered to the international committee of the Red Cross in each 
instance. The PW leaders would not permit any statement to be included in 
the letter which would clarify or modify it by indicating that these instances were 
brought about by their own acts, and were justified under the Geneva Convention 

In my discussion of this point with General Yount, he said that such a statement 
could be made provided that we did not admit committing any crime, such as 
those described in the first paragraph of Lee Hak Koos message No. 2, i. e.: 
‘*Barbarous treatment, torture, mass murdering, germ warfare, poison gas, and 
using PW’s for atomic-bomb tests.’ 

Based on this authority I agreed to include the statement admitting instances 
of bloodshed and the killing and wounding of prisoners of war by U. N. forces 
and included that statement in letter No. 3. 

Letter No. 3 was written twice. Through inadvertence that particular state- 
ment was omitted unintentionally. Dodd called my attention to it by phone and 
I agreed to rewrite the letter to include the statement. This I had done and was 
about to dispatch it when Dodd called again and said that in paragraph 2, the 
leaders wanted the letter ““N”’ deleted from abbreviation NIKKPA, so that it would 
read KPA as in paragraph 4 

I had the letter retyped with this change, destroyed the one which used the 
abbreviation NIKKPA, and dispatched the final letter No. 3 at 1815, May 10, 1952. 
This letter was accepted as satisfactory by the committee and lead to the subse- 
quent release of General Dodd at 2130 hours, May 10, 1952. 

Regarding the second point at issue, in paragraph 3, pertaining to “forcible 


screening,” the leaders had demanced that we include such a statement and 
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would not agree to any different statement. This was agreed to by General 
Yount who stated that as we were not employing forcible screening, any interpre- 
tation from this statement that we were could be forcibly denied later. This 


was agreed for inclusion in the first letter and was never subsequently changed, 
nor did I receive any instructions to change or delete it during the time which 
elapsed from the preparation of the first letter to the dispatch of the third 
Forcible screening is the term used by the PW’s for screening by use of force 
No such sereening had ever been done, although it had been contemplated. It 
was ruled out through action of higher headquarters because of the possibk 
bloodshed which would have ensued if force had been used. The leaders demanded 
that the words ‘‘no more’”’ be inserted in the letter and would not baek down from 
that stand. 

While being fully cognizant of the interpretation which could be placed on 
these statements for propaganda purposes, we felt that they were the least that 
the Communists would accept to meet their demands as a satisfactory answer 

We fully expected that these statements would be emphatically refuted, explained, 
and shown to have been made under duress, with the life of General Dodd in 
the balance, as well as the lives of several thousand prisoners of war, besides the 
lives of our own troops and of the local civilian population, if the use of fore 
was resorted to. 

Further, such action (foree) which would have resulted in the killing of thou 
sands of prisoners of war, would have provided far greater propaganda material 
than the statements and admissions, which were capable of refutation and denial, 
having been forced through threats on the life of General Dodd 

\nother factor involved was the possibility of the Communists using such an 
incident as a basis for retaliatory action against U. N. prisoners of war held by 
them. 

To us on Koje-Do trying to work out a solution to the situation facing us, time 
was an all important element and was running short I had been instructed to 
start the use of force by 10 o’clock on the morning of May 10, unless in my 
opinion the chances of securing Dodd’s release without force seemed to be possible 
Later on the 10th, I received definite instructions to start use of force by earls 
light on the morming of May 11 if Dodd Was not released by them We were 
prepared to do this. 

\s to the results of the use of force I would like to say this: The leaders had 
sent me a note on the 9th of May, when evidence of our massing force first was 
noticed, stating that if we used force to secure the release of General Dodd, he 
would be killed, they would resist, and there would be a simultaneous outbreak 


Im every compound on the island Further that thev were willing LO die for 
their principles There is no doubt but that these fanatical Communists meant 
this 


We were preparing a force to handle the situation in compound 76 and the 
adjacent compounds 77 and 78. There were over 6,000 prisoners in each of these 
compounds and a total of over 70,000 prisoners in the 14 occupied compounds 

These compounds can easily be breached by the masses of prisoners contained 
therein The fence posts in all except a very few are me lv wooden posts and 
small tree trunks about 4 inches in diameter. They have been in the ground for 
15 months and probably rotten. Many strands of wire on the inner fences have 
been loosened. The posts have not been brace ad on the outer side of either fence 
There was no question in anyone’s mind that a concerted effort on the part of 
the prisoners would be successful in breaching the fences in spite of the fire of the 


guards and machine guns. <A breach of the compound would result in many of 


he guards being over-run, their weapons and ammunition seized and turned 
against the troops. Whether such a simultaneous break could be contained was 
a serious question in our minds—so much so that we had boats available to cover 
the coastlines of the island and to quickly remove the nurses, female workers and 
hostesses. The set-up of the compound areas is such that many troops Wo ld be 
cut off by escaped groups of prisoners who could get between them and the camp 
area Which leads to the dock area where the warehouses are located 


This situation was so dangerous as to have a great weight in our plans and 
decisions. It was considered most important not to invoke force except as a las 
resort 


Weighing all these matters I felt that I was justified in giving in to some degres 
to the leaders’ demands in order to avoid having to use force 

These conditions were well known to the Army commander, as well as the 
danger involved if force was used. It was in view of these that a second phase of 
the operation was countermanded, that of driving the prisoners out of compound 
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76 into No 74 and subsequently into smallet mipart ( . 72 | 
was to be done even if General Dodd wa I i 1 l 
postponed untila 


a mass break-out 


compounds had been ma 


Furthermore S1nce¢ this meaident piar are 
pounds either on the island or at other locat ! t - ! 
insecure conditions of the present compounds 

The prisoners well recognize the insecurity of t r ¢ 


that such large masses of them in these compo ve i i 


They use this to the utmost as a threat, ar 


Another bad feature of the hoje -Do PW ea ID ce ¢ e pre 


cannot be controlled tO any degree 











native villages, bordering on the compound area on tance 
vallev, a native village is between two groups of compounds S 7.000 5 
Koreans live in these villages Chey fear that an outbreal 
result in many of them being killed \mong these na es there at | 
agents of the Communists. who through vari meant eontact e PW 
carry messages not onliv between compounds bu t the outel yoria | CT 
las been unable to stop or break up this menace 
Although not mentioned as a point of issu ould like to expla 
portions of the letter, partie in paragraph | 
The leaders demanded that they be assured i ! e future pr 
would receive humane treatment according to int ational ta I 
see that the camp was run according to the principles of the Geneva ¢ ve 
as it alwavs had been rut The PW’s refused to accept the stateme 
the first letter that I would eont ie to follow that p 
\lso they required a statement that I would do all i powell 
further violence and bloodshed would do that a \fter cor 
prisoners was regained, and they were secur confined ‘ ( 
about 500 each, they would be less likely 1 ! rd a 1 be ( 
more manageable 
The stateme: that I would be respo 
futur Is merely a statement of the responsi) t f a moma ! i 


ituation, but the PW’s demanded that 
Palagraph 2 needs mé mn 
Paragraph 3 has been adequately rvered 
Paragraph 4. This rtains to a PW organization ir ( 
Col Le Hak Koo Was 10 D Lik hic ad a i } i 


pound leader The: aders were to! allo 1 ! ! i 
their gmevane and ? ts Te I CAalny T i re (; 
thinking Of tting »)» i rganl £ i 

hrough holding lead | ) for a I 

qui ilar te t it! cl aia 
pounds were run during World War II | f 
could be accomplished through such an orga ution | t 
atry Higher ead il rie ited a i 

From the foregoing s ment of facts, and 
I feel, first that mv actions in preparing y 
Communist PW ider is nil { ! 
quarters abo. ! Kur r. that - ' i 
Serious situation that wo lhave | ! Titty 
to explain and refute the contents of the letter w va bta | 

After du deration of the offer made te I { S \ 
Services Committee mv side of t! Ca ) ( ! ! i>t ‘ ! | 
Dodd bv prisoners of war at Koje-Do, Korea, a 
quest that the pr ; ; ( ras : 
Armv. | 1! , 

~ reMt ( i i ) 

Following is submitted for consideration it ( | 
for which | have been reduced from the temporar 
the rank of colonel 

Since April 8 the command at Koje was invo ul operat 
classified naturt In these operatior =p ) ( Sse} Operations 


coneerned seleetion and segregation of certa 
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80,000 to new camps and subsequent preparation and submission of rosters to 
Pan Mun Jom. Tight deadlines had been placed on all these operations by 
higher headquarters. Many times Communist prisoners of war created small 
incidents with a view toward interrupting the operation in progress. Through 
interviews with compound leaders I was able in a number of instances to quell 
disturbances which would have retarded prescribed deadlines. My headquarters 
was an operating rather than a policy making agency. These interviews were 
conducted sometimes in my office, sometimes at the compound, depending upon 
the need for speed. I was often able to resolve the problem and continue the 
operation when the efforts of my subordinates had failed. In this particular 
instance I had gone to the gate to try to arrange for fingerprinting, which was 
absolutely necessary if we were to furnish accurate rosters. From the number of 
queries from higher headquarters concerning submission of rosters it was apparent 
that they were desired promptly and accurately. 

Concerning the statement signed by General Colson for which he is being so 
severely criticized, it was either a question of si ;ning that or accepting large scale 
bloodshed. I feel that I was in the best position to evaluate the reaction of the 
prisoners of war. Because of a messace which I had just seen from General 
Ridgway to Joint Chiefs of Staff, I feel that 1 was justified in assuming that large 
scale bloodshed was unacceptable to the United Nations cause. There can be no 
question that such would have been the result had force been used. Saving my 
life by use of force was an impossibility, therefore, this matter was not the mai 
point at issue. The solution was the very best that could be obtained. It is 
recretted that it is not so considered by higher headquarters. 

Notwithstanding my conviction that I acted honorably and in the best interest 
of my country, I accept the interpretation of my superiors without resentment and 
will continue to perform any assigned duty to the best of my ability. 


STATEMENT OF Bric. Gen. Paut F. Youn’ 


I do not desire to make any personal statement relative to the seizure and ulti- 
mate release of General Dodd. I believe that essential pertinent facts are now 
available to the Department of the Army. 


DEPARTMENT OF THE ARMY, 
Washington D. oie June 10, 1952, 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Re prese ntatives. 

Dear Mr. Vinson: Under letter dated June 6, 1952, I sent to vou certain 
material relating to House Resolutions 661, 662, and 663. This letter and the 
enclosed declassified material supplement my earlier letter by presenting material 
which is now available to the Department of Defense and the Department of 
the Army in Washington concerning Communist-inspired riots and disturbances 
of the peace of any consequence in Tokyo and other places in Japan which have 
occurred since the departure of General of the Army Douglas MacArthur. 

I hope that this additional material, together with that already supplied, will 
provide the information contemplated by the resolutions. If you should wish 
any further information, we shall furnish it promptly. 

Sincerely vours, 
FRANK Pace, Jr., 
Secre tary of the . Irmy. 


REPORT ON COMMUNIST-INSPIRED RioTs AND DISTURBANCES OF THE PEACE OF 
ANY CONSEQUENCE IN TOKYO AND OTHER PLAcEsS IN JAPAN Wuicu Hav 
OccuRRED FROM THE DEPARTURE OF GENERAL OF THE ARMY DovuGLas Mac- 
ARTHUR THROUGH JUNE 2, 1952 


In October 1951, at the Fifth National Representatives Conference, the Japa- 
nese Communist Party adopted a program of terrorism and militant anti-Govern- 
ment, anti-United States activity. Before that time, activities of Japanese 
Communists were marked by a general absence of violence; however, since 
October 1951, guided by periodic Party directives prescribing types of activity, 
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the Japanese Communists have carried on a campaign of riots and demo 
Most of these have been small incidents in whiel lividual shi 
attacked, a police box or tax office burned. In addition, however, ther 


ave 
several incidents of greater consequence 
On February 21, 1952, demonstrations in support of the ‘‘anticolonization f 
Japan were held in approximately 21 localities in Japar Demonstration groups 
200 to 300 students and laborers paraded carrying signs which called for oppositis 
to Japanese rearmament and to conscription of Japanese youth for military servic 
Several demonstrations were held in the vicinity of United States military installa 
tions. In Tokvo, several demonstrations resulted in clashes with Japan¢ pol 
in which at least 20 policemen were injured and approximately 30 demonstrato 


arrested, 

While most May Day rallies in Japan were orderly, in several places there 
disturbances In Tokvo, 180,000 members of labor unions and affiliated ¢ 
tions gathered at Meiji Park to hear speeches by labor leaders, left wing Jay 
politicians and American Socialist, Norman Thomas. The rally was sponsored 





by the left wing Socialist Japanese general counsel of labor unions (SOHYO 
available information indicates that members of the SOH YO unions did not par 
ticipate in the violence which ensued. At approximately 11:30) befor ( 
speeches began, an estimated 50 Communists rushed the speaker's platform and 
caused a small riot. Within 30 minutes order was restored and the speeches were 
then delivered. At about 2:10 p. m., in violation of a Government regulation 
which prohibited demonstrations in the Palace Plaza which is near United States 
military installations, 7,000 Communist demonstrators, mostly students and 
Korean laborers, armed with clubs, sticks, and bamboo spears, streamed into the 
plaza. Police armed with night sticks, side arms and tear gas attempted to bar 
the mob from the plaza, and hand-to-hand clashes resulted. Before the plaza 
was cleared, 33 United States vehicles were burned, and 2 United States sa 
and 5 Japanese policemen were thrown into the moat but were rescued withou 
injury. After the plaza was cleared, the mob threw stones which broke windows 
in a United States dispensary and damaged 19 United States vehicles. By 10 
p. m., demonstrations in Tokyo had almost ceased although small groups ied 
to demonstrate in outlying areas. The major targets of the rioters in thes 
outlying areas of Tokyo were apparently Japanese police boxes. Two hundred 


and eighteen Japanese policemen were injured, 3 very seriously and 11 serioush 
One demonstrator was fatally injured, 18 hospitalized, and 60 arrested. No 
United States personnel suffered casualties. 


In other May Day demonstrations, Communist students in Sendai clashed w 
police and three students were arrested. In Kyoto, 20,000 persons demonstrated 
and paraded. Some riots occurred in which 15 policemen were injured, a score of 


rioters arrested and one United States Army vehicle stoned 
On May 9, 1951, in an aftermath of the May Day demonstrations, another clas} 





between Japanese policemen and Communist students oecurr Pokvo ( 
National Students Self-Government Federation had taken a leading role in the 
May Day riots. Two policemen who entered the campus of Waseda University 
to check on the addresses of students who had participated in the May Day riot 
were seized by university students. When the students refused to release 

captured police, other police resorted to force and ae ash between 1.000 st lent 
and club-swinging police followed. Fifty-six students and twenty-five policeme 


were injured. 

In compliance with party directives, on May 30, 1952, Japanese Communists 
staged demonstrations to commemorate the 1949 killing of a Communist laborer 
bv police. Two rioters were killed when approximately 300 demonstrators 
attacked the Itabaski police box. The largest demonstration in the Tokyo area 
occurred around the Shinjuku police station where several hundred rioters clashed 
with police Smaller riots occurred in other cities including Osaka, Sapporo 
Fukuoka, and Kobe. 

p 








8Zp CoNGRESS HOUSE OF REPRESENTATIVES § REpPorT 
9d Session ' No. 2129 





REQUESTING THE SECRETARY OF DEFENSE TO FURNISH TQZTHSE 
HOUSE OF REPRESENTATIVES FULL AND COMPLETE INFORM & 
TION WITH RESPECT TO INSURGENCY IN PRISONER-OF-WAR 
CAMPS IN KOREA AND COMMUNIST-INSPIRED DISTURBAXCES 
OF THE PEACE IN JAPAN 


JUNE 10, 1952—Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H., Res. 662] 


The Committee on Armed Services, to whom was referred the reso- 
lution (H. Res. 662) requesting the Secretary of Defense to furnish to 
the House of Representatives full and complete information with 
respect to insurgency in prisoner-of-war camps in Korea and Com- 
munist-inspired disturbances of the peace in Japan, having considered 
the same, report thereon. 

JUNE 5, 1952. 
Hon. Cari VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. Vinson: Reference is made to your request to the Department ot 
the Army for a report on House Resolution 661 and House Resolution 663, 
Eighty-second Congress, and to your request to the Department of Defense for a 
report on House Resolution 662, Eighty-second Congress. House Resolution 661 
and House Resolution 662 request the Secretary of the Army and the Secretary 
of Defense, respectively, to furnish to the House of Representatives full informa- 
tion with respect to all circumstances surrounding every act of insurgency in 
Korean prisoner-of-war camps and every Communist-inspired riot in Japan 
which have occurred since the departure of General MacArthur. House Resolu- 
tion 663 requests the Secretary of the Army to furnish to the House of Repre- 
sentatives full information with respect to all circumstances surrounding the 
reduction in grade of Charles F. Colson from brigadier general to colonel. The 
Secretary of Defense has delegated to the Department of the Army the responsi- 
bility for expressing the views of the Department of Defense on House Resolution 
662. 

In accordance with your requests, there are enclosed the following declassified 
documents: 

(a) Background narrative as prepared by Gen. Mark Clark, of incidents which 
have occurred through May 20, 1952 at U. N. prison camps in Korea; 
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(6) A two-page chronological summary of events surrounding the capture of 
Colonel Dodd and the negotiations leading to his release; 

(c) A six-page, more extensive chronological account of the events taking place 
principally between the capture and release of Colonel Dodd; and 

(d) Statements of Colonels Dodd and Colson and General Yount, setting forth 
their comments on the incident. 

Certain additional information on the Koje-Do incident which, in the national 
interest, remains classified is also being supplied your committee 

The above documents were declassified because the Congress and the public 
are entitled to the essential facts and because the case of Koje-Do, when appraised 
in the light of prior and subsequent events, clearly shows the insidious nature of 
the Communist enemy whom we are fighting. 

With the delivery of this information to the committee, I believe that the objec- 
tives of House Resolutions 661, 662, and 663 are accomplished. Should your 
committee desire any further information, please do not hesitate to call on me, 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 
Enclosures. 


BACKGROUND NARRATIVE, AS PREPARED BY THE UNITED Nations CoMMAND, 
or IncipeENts Wuick Have OccurrED THrovucH May 20, 1952, ar U.N. 
PRISON Camps IN KOREA 


In order to set the record straight once and for all, and to clarify the conflicting 
published accounts of incidents involving violence at U. N. POW camps, Head- 
quarters United Nations Command presents herewith a narrative account, 
based on official records, of what actually has transpired at U. N. POW camp 
No. 1 at Koje-Do and U. N. POW camp No. 10 at Pusan. 

Three major attempts by fanatical Communists leaders to wrest control of the 
POW and civilian internee compounds from U. N. authorities have erupted on 
Koje-Do since late in February of this vear. However, it is now apparent that 
the build-up of trouble at the U. N. POW camp island off Korea’s south shore 
started many months ago, and the pattern and purpose of Communist plotting 
have now been clearly demonstrated. 

In the face of terrorism and open defiance on the part of the Communist leaders 
among the POW’s and civilian internees, the UNC has adhered scrupulously to 
the principles of the Geneva Convention. The International Committee of the 
Red Cross (ICRC) has had access at all times to U. N. prisoner-of-war instal- 
lations; it has submitted complete reports of its findings. These reports have 
indicated further that incidents of violence have stemmed directly from the 
action of the fanatical, die-hard Communists. 

Despite this humane treatment, the pattern of Communist plotting and violence 
has now become unmistakable. The United Nations Command has indicated in 
no uneertain terms that a continuance of this pattern will not be tolerated and 
hat it is taking all necessary measures to secure and maintain uncontested 
control of all compounds in every prisoner of war installation. 

For a number of months, North Korean and Chinese Communists prisoners of 
war, along with the many civilian internees (persons of South Korean. origin im- 
pressed into the North Korean Peoples Army and captured by the UNC who, 
after screening by ROK CIC, were determined to be in fact South Koreans who 
served involuntarily in the NKPA) were tractable and cooperative. Well fed, 
well clothed and humanely treated, they indicated no dissatisfaction with the 
conditions under which they were held. However, on June 8, 1951, the two rank- 
ing North Korean Army prisoners of war, Senior Cols. Hak Ku Lee and Crol 
Hong, wrote a long, rambling and completely fictional diatribe against the treat- 
ment prisoners allegedly had been receiving at the hands of the United Nations, 
rhis letter, addressed to the International Red Cross at Geneva, Switzerland, 
was received by the UNC in mid-July of 1951, but the two colonels took matters 
into their own hands by implementing what now appears to have been a carefully 
planned campaign to gain control over all prisoners and incite them to violence. 

The first incident involving violence was staged by the North Korean officers 
in one of their own compounds—compound No. 3 of enclosure 7—on June 18, 1951. 
Demanding that they be given control of all compounds in enclosures 7, 8, and 9 
on Koje-Do, these fanatical Communists attacked UNC work details sent into 
their compound and rushed the compound gate in an attempt at mass escape. 
Republic of Korea guards broke up this attempt by firing into the group, leaving 
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seven Communists dead and four wounded. Thus oceurred the first incident of 
real violence on Koje-Do. 

Following the riot of June 18 and 19, there was a period of quiet until August 15, 
when trouble flared anew. On that date, shouting, singing, demonstratin ! 
munists on Koje-Do whipped themselves into a frenzy and began to stone 
personnel who finally had to resort to force to control the rioting. On exactly 
the same day, miles away from Koje-Do, in compound No. 6 at Pusan, a carb 
copy of the Koje-Do rioting took place with almost identical results. Cas 
at Koje-Do included 9 prisoners killed and 25 injured: at Pusan the casu: 
numbered 8 prisoners dead and 22 wounded 

During September Communist leaders within the various compounds carried 
on systematic campaigns of intimidation and violence designed to establish their 
leadership. P< W's who resisted such attempts were often the vietims of attac 
during the hours of darkness which resulted in injury and occasionally deat} 


In the period September 17-19, 1951, two compounds, 78 and 8&5, containing 





North Korean enlisted men, were the scene of violence between opposing factions 
battling for internal control. Casualties at the end of the period—all inflicted 
upon prisoners by other prisoners—totaled 31 injured and 20 killed. 

On December 18, another major internal incident occurred—agai 
North Korean Army enlisted men. This took place in compound 
disturbance in this compound——when the prisoners started a rock fight with the 
Chinese Communists POW’s in nearby compound 72. U.N. troops quelled this 
disturbance after three POW’s had been injured. The next night, two POW’s 


were injured by beatings in compound 73 and on December 23, U. N. med 


rail 
gy l 
n ‘ 


> 
° 


authorities were unable to save the lives of 10 POW’s fatally beaten by their 
fellow inmates of this compound. On the same night, following the same pattern, 
civilian internees in compound 62 indulged in a mass demonstration, involving 
beatings of fellow prisoners, which brought death to 14 and injury to 24 Most 
if not all, of these internal incidents among the POW’s were activated by purely’ 
factional motives. ICRC reports indicate that camp authorities did their utmost 
to prevent these occurrences with the means available 

It was in compound 62 that the first of the three major riots occurred which 
involved U. N. personnel. On February 18, 1952, approximately 1,500 of the 
5,700 inmates suddenly attacked United States military personne! in the course 
of their duties. The revolt was crushed promptly and order restored — at a cost 
in lives of 1 American soldier and 75inmates. One American soldier was wounded, 
22 suffered minor injuries, and 109 inmates were injured 

The clash followed the entrance into the compound of UNC personnel to ascer- 
tain which of these civilian internees were actually loval South Koreans who had 
been foreibly impressed into the North Korean armed forces It was evident 
that the Communist leaders in the compound were determined to block this 








orderly procedure by violence. Detailed planning and rganizé vere 
indicated by the collection of weapons secretly manufactured by the Communist 
terrorists for the assault. Steel pickets, spiked wooden clubs, barbed wire flails 
blackjacks, metal tent pole spikes and sections of iron pipe were emploved freely 
by the Communists, in addition to rocks and knives Less than one-third of 
compound inmates took part in the riot 

On March 13 violence flared anew in the second major i lent involving 
U. N. personnel. Prisoners inside compound 92 stoned passing Republic of 
Korea troops and a work party from another compound, touching off an incident 
which resulted in the death of 12 North Korean Communist prisoners and the 
wounding of 26. One American officer was slightly injured and one Worear 


civilian was killed. 
The third major incident on Koje Do occurred on April 10 when Communist 
J J 
risoners once again challenged camp authorities This incident began with a 
| 


violent Communist demonstration inside the barrier of compound 95 of enclosurt 
No. 9. The several compounds of this enclosure containing North WKorean Army 


enlisted men had been subjected to virulent Communist agitation, beatings, and 
intimidations since mid-September but never before had the leaders or the group 
as a whole openly challenged camp authority In the efforts to restore order 
one POW was wounded. <A United States Army captain and two United States 
soldiers, all unarmed, immediatelv entered the compound dispensary, just within 
the compound gates, to remove the wounded man to the hospital Thev were 


forced to withdraw by the swarming Communists. 

Brig. Gen. Francis T. Dodd, then camp commandant, promptly ordered the 
Communist leaders in the compound to permit the evacuation of the wounded 
Communist When they refused, Genera! Dodd ordered 100 guards, unarmed 


A 
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Republic of Korea soldiers, into the enclosure to bring out the casualty. The 
guards were promptly set upon with clubs and stones, and one was seized by the 
Communists and disappeared in the rioting mass. The armed guards outside the 
perimeter, in an attempt to protect the unarmed ROK soldiers, fired into the 
enclosure—wounding, among others, a United States Army officer and some 
Republic of Korea guard personnel. 

At this point, the Communists staged a mass rush on the open gates, This 
attack was stopped by the prompt and determined action of an American officer 
and two American soldiers manning a jeep-mounted .30 caliber machine gun 
covering the gate to prevent any mass escape. In all, 3 Communists were killed 
and 60 wounded. Four ROK Army guards were killed, six wounded, and one 
American officer was slightly wounded. 

Following this third major incident, on May 7, Communist POW’s seized 
General Dodd, the prison camp commandant, under circumstances which are now 
well known to the public. On May 20, 1952, prompt and firm action by UNC 
personnel averted what might have been a serious incident at a hospital compound 
in Pusan. Communist POW’s who had been serving as hospital attendants in 
this compound had refused to admit medical personne! or to let their sick compat- 
riots leave the compound to get medical attention. U. N. authorities directed 
the prisoner attendants to report to the compound gate for transfer to another 
enclosure, in order that the patients could later be handled without interference. 

For half an hour announcements designed to segregate the agitators from the 
other prisoners went virtually unanswered. It soon became evident that the 
Communist POW leaders would resist by violence. At 7 a. m. armed United 
States military personnel moved into the compound where they met stiff opposition 
from prisoners wielding spears, barbed wire flails, rocks, and other weapons. 

The United States troops used a show of force to overcome the opposition. No 
shots were fired, the U. N. troops employing only riot-control tactics. In gaining 
control of the compound, 1 prisoner was killed and 85 others suffered injuries, 
half of them minor. One member of the United Nations forees suffered a minor 
wound. The situation was well in hand by 9 o’clock in the morning. The 
remaining two compounds at Pusan have now been brought under complete con- 
trol by the U. N. authorities. No casualties resulted from these operations. 

It is to be anticipated that hard-core Communist POW’s will continue their 
attempts to provoke the U. N. authorities into the use of foee, only if for the 
purpose of providing the Communist propaganda machine opportunity to distort 
necessary disciplinary and security measures into ‘‘acts of barbarism’’ and other 
equally vicious and ridiculous allegations. The UNC has indicated that it will 
not be deterred from its objective of implementing the provisions of the Geneva 
Convention and insuring that POW’s strictly observe their responsibilities. 


CHRONOLOGICAL SUMMARY OF Mayor Events From CaprurgE To RELEASE OF 
GENERAL Dopp 


(Koje time) 
May 7? 
3:15 p.m.: General Dodd seized by prisoners. 
1:40 p. m.: Colonel! Craig, chief of staff and deputy commander to General 
Yount, arrived to assume temporary command; demanded release of Dodd. 


Maz 8 


12:15 p. m.: Genera! Dodd reported to Colonel Craig the prisoners’ demands for 
a PW association, office supplies and telephones. 

4:50 p. m.: General Ridgway directed General Van Fleet to take necessary action 
to release Dodd and authorized him to use whatever force might be necessary. 

9:30 p.m.: Message from General Van Fleet to General Yount directing prepa- 
rations of plan to release General Dodd. 

9:50 p. m.: General Colson, having been made available to General Yount by 
Kighth Army, arrived to assume command, 


May 9 

3:55 a. m.: General Colson requested and received authority from General 
Yount to delay final demand for release until daybreak, May 10, in order to allow 
arrival of tanks from Korea. 

1:25 p. m.: General Van Fleet and General Yount arrived on Koje to discuss 
tactics to be used in forcible entry. 
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1:20 p. m.: General Van Fleet and General Yount departed 

8 p. m.: General Yount informed General Colson that Eighth Army had 
authorized delay until! 10 a. m., May 10, but directed forcible entry at that 1 
if General Dodd not released by then. 


May 10 


m.: General Colson received prisoners’ first formal demand for 





agreement on specified terms. 

8:45 a. m.: General Colson reported demands to General Yount, who extended 
the 10 a. m. deadline. 

10:05 a. m.: General Colson read to General Yount first proposed reply; General 
Yount approved 

12:04 p. m.: General Dodd reported to General Colson objections of prisoners 
to first reply. 

1:45 p. m.: General Colson read to General Yount his second proposed reply 


not all of which, according to the transeript of the call, was rece d by General 
Yount General Yount cleared this letter as received by | with General Mood, 
Eighth Army. 

5:20 p. m.: Second reply received by prisoners; returned for rewriting and 


correction. 

6:30 p. m.: Third reply (revision of second as requested by prisoners) received 
by prisoners, having been dispatched by General Colson without General Yount’s 
approval. Accepted by prisoners. 

9:30 p. m.: General Dodd released. 





SUMMARY OF EveEeNTs, Kosk-Do, Korea, May 7 THurovucu May 10, 1952 


The following is a chronological summary of circumstances surrounding the 
seizure of Brig. Gen. (now Col.) Francis T. Dodd and the negotiations resulting in 
his release. This summary covers only the period from May 7 through May 10. 


It nevertheless reveals that General Dodd’s seizure was the culmination of a 
carefully formulated Communist plan to create incidents of violence in the prison 
camps which could be used for propaganda purposes and which would disrupt the 
United Nations’ screening of prisoners that had proved so embarrassing to the 
Communists because such a great majority of prisoners had freely indicated that 
they would forcibly resist return to Communist control 


BACKGROUND 


On February 20, 1952, Brig. Gen. Francis T. Dodd assumed command of United 
Nations prisoner of war camp No. 1, Koje-Do, Korea. By the time of General 
Dodd’s seizure, approximately 100,000 prisoners had, in the sereening process, 
already declared that they would forcibly resist return to Communist control and 
these had been removed from the island. Thus, at the time of General Dodd’s 
seizure there were approximately 70,000 prisoners on this island—almost four 
times the total number of Federal prisoners today in penal institutions. These 
prisoners were housed in compounds, each of which was surrounded by a double 
barbed-wire fence. The compounds were so close together that prisoner com- 
munication between them was relatively easy Although the inner gates of the 
sally port to the compounds were locked, the outer gates were not alwavs locked. 
Outside each compound were statie and walking guards, tower guards and 
perimeter lights. 

In compound 76 there were 6,400 North Korean prisoners, almost all of whom 
were zealous Communists and violently hostile to U. N. personnel. Most of them 
had been able surreptitiously to arm themselves with knives and what home-mai 
weapons they could fashion from sleeping cots, tent pegs, barbed wire and work 
tools. Due to this serious threat of violence U. N. personnel had not entered this 
compound since April when these prisoners began their violent demonstrations 
as they learned of the great number of prisoners in other compounds who were 
refusing to return to Communist control 


May 7, 1952 

In midmorning General Dodd was informed by Lieutenant Colonel Raver , the 
commander of a military police battalion, that the prisoners in compound 76 were 
prepared to be rostered and verified provided they were granted an interview 
with General Dodd. 

At 1:45 p. m., Colonel Raven arrived at compound 76 and, using a prisoner 





interpreter, began discussions through the fenee with a spokesman for the prisoners. 
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\bout a half hour later, General Dodd arrived and joined the discussions which 
concerned certain alleged grievances of the prisoners. At that time there were 
present at the prison gate, in addition to General Dodd and Colonel Raven, five 
armed U. N. guards carrying weapons with fixed bavonets and loaded magazi 





























a truck driver and General Dodd’s jeep driver At the start of the discussions 
about 6 prisoners took part, but this number soon increased to about 15 
Shortly after the discussion began, a work detail of about 40 prisoners was 
permitted ) Dass through the gates nder the supervision of two American 
noncommissioned officers \fter the detail had come out, the gates were left open 
During the next 10 to 15 minutes the spokesman and leaders for the prisoners 
were permitted to step outside the gates 
tnat the interview in end As he 
of the outside doul tes, a whistle blew 
and Colonel Raven Colonel Raven, with 
to escape: however, General Dodd was so quickly surrounded that the guards 
could no ise their weapons to secure his releasc He was overpowered an tar gy or j 
Within the compound Che prisoners immediately closed the gates and raised a 
sign painted on ponchos, about 25 feet long which read: ‘‘We capture Dodd, as 
long as our demand will be solved his safety is secured; if there happen brutal act, 
SU is shooting. hts life is danger I} = sigh co d not have beer pamted in the 
mterva petweel Creneral Dodd S CADTUTE and tiie Lilie t Was pu 1) soon 
aiter this, Genera Dodd sent through the wires a note uv his owl nanawriting 
wing that he w: inharmed and requesting that representatives from the other 
COILpPO is be ser nto compound 76 and 1 ut a telephone be Sti ed to connect 
thi h I ted States author ics Oo e Isifre 
i eP SeCyH ] ) sft1ca ( omn } I) (y P | \ CO i 
tely i f Do is ( iT a 1 ! cr ul i truct 1 il i 
eCllor De 7 i elec release C.e! i Dodd throug i or P\ offies 
\¢ ! J Nor Korean Cx Lee Hak Koo wa LILO i from a 
Ol mund wd iirecteqd » proce 4] > a mpo i 76 oO oO er Ge! I | - 
reieas¢ 
| he mea ie ( W. H. Craig, dep commander and chief if] 
Seeond | al Cor ind mm OT s of General Yount id lef P un t 
issume temporar command at hoje Colonel Craig had be ected 
i 1 (ae a Wodd re ist i 1 »y avold any Cc i t Lo 
caus in outbreak { olo i Lrrive it Koje a 1:40 p ré tha 
int t f f Ce] as i resol jaced the ¢ ip ont ler i 
rally ce mded G ral Dod re in¢ 
Lee Ha ho i repr tives tre other ¢on oO i er { 
( compe 1 76 for a eonferer 
\ . l General Your was il rmed of a elope Colo ( 
ind irred it he acti taker he prisor s’ conte a i (genera 
Dodd pore t, Dbegar il Ss] nm. and usted unt wproximately 11 1 ! | 
neeting Was devote to an attempt to gain Gi ul Dodd’s a worization for 
i i mm ofa PV association of one representative from each compound Lie 
leta to be worked out later At 11 p. m. General Dodd reported that he was 
afe and that the meeting would resume at 10 o'clock the next morning ile 
asked that no troops be sent into the compound He further reported at intervals 


Sometime in the evening Gen. Matthew B. Ridgway, U. N. Commander in the 


Far East, in Tokvo was informed of General Dodd’s seizure. 


Colonel Craig caused automatic weapons to be manned and took other securit\ 





measures. At 12:15 p. m. the ners’ conference reconvened and, throug! 
General Dodd submitted to Colone} if demands for | fOrmatio! of a V\ 
association; (2) furnishing of certain supplies, such as tents, desks, pencil 

paper, mimeograph machine and two trucks; and (3) a complete telephone rn 

for thu PW association. Creneral Dodd sugve ted that all of the ce mands exc p! 
that for a telephone net be satisfied. At 3:45 p m., Colonel Craig gave the 
prisoners until 5 o’clock that afternoon to present a list of terms for the release 
of General Dodd. At 5 p. m., Lee Hak Koo refused a broadcast demand to 


release General Dodd. At 5:45 p. m., Genera! Dodd telephoned to say that the 
prisoners had not vet formulated the conditions for 
Craig had requested. 

At 9:50 p. m., Brig. Gen. (now Col.! Charles F. Colson, chief of staff 
Corps, who had been made available to General Yount by Eighth Army, arrived 
at Koje and assumed command. Meanwhile, General Ridgway and Gen. Mar 


} 


is release which Coione!] 
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ni é 
W. Clark, who was t cceed General R 
disc ed thi proble General \ | \ 
And at about 4:50 p Cx Ki 
command r ral ¢ I | \r ( 
take nec rv actio » by : role ( 
2) author 1 e of wha ( 
jud nN { ‘ a 
Van Fle ich f ra ( 
control o ( pl 
Implerme ! (i \ Q) 





i) | 4 t ( R | 
evi ores i i 
wa 1 to sa f | 
a cl i | ( ‘ ai ( i ( 
Otls } (; 1) 
Cree il ( t l i } i 
il ley ( a's? j } 





had been ¢ } 
ot 1. 
at dé ( i 1 
i} stat 1a i 
Ci ’ Dod ( rted 
ferences to dis a i ru 
screening and repatria ( ra JOU 
forced entry and repeated his opinion that a 


that day 
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Generals Van Fleet and Yount arrived at Koje at 1:25 that afternoon to discuss 
with¥General Colson the tactics to be used m making a forcible entry. During 
this visit they read the transcript of General Dodd’s last telephone message. 

Generals Van Fleet and Yount departed at 4:20 p. m., while General Dodd’s 
conference with the prisoners was still in session. At 4:45 p. m., General Dodd 
read to General Colson over the telephone a message from Lee Hak Koo promising 
General Doda’s release when the conference was finished. 

At 7:15 a. m., General Van Fleet reported to General Ridgway that General 
Colson had been airected through General Yount to demand release of General 
Dodd at 10 9. m., May 10, and if refused, to take positive action to empty the 
c IM po ind. 





At 7:30 p. m., General Colson reported to General Yount that the conference 
between General Dodd and the prisoners was apparently a trial of General Dodd 
by a “people’s court”? which General Dodd felt was generally favorable to him. 
General Colson reported that General Dodd had stated that he would probably 
be released by noon May 10. General Colson requested authority to d lay 
forcible entry. General Yount stated that he would seek authority from the 
Kighth Army for further delay and at & p. m. General Yount called General 
Colson back and reported that the Eighth Army had authorized such a delay 
intil 10 a. m., May 10, and directed forcible entry at that time if General Dodd 
ad not been released by then. 


Vay 10, 1952 


In the early morning, preparations for forcible entry continued. Tanks were 
combat-serviced, and Navy gunboats and road blocks were strategically placed. 
At 5:32 that morning, General Colson received from Lee Hak Koo the prisoners’ 
first formal demands for a written reply on four points, namely, (1) allegations 
of mistreatment of prisoners and inhumane methods of warfare such as germ 
warfare, (2) issues involving repatriation, (3) issues involving screening and 
alleged rearming of prisoners, and (4) recognition of the PW association. General 
Colson faced the choice on the one hand of trving to work out an answer to these 
false allegations which would satisfy the prisoners, thus insuring General Dodd’s 
release, or on the other hand of using force, which might have caused a general 
prison break, widespread killing of prisoners and U. N. personnel, and the execu- 
tion of General Dodd. 

General Colson decided to attempt to draft a reply. At 8:45 a. m., General 
Colson reported Lee Hak Koo’s message to General Yount, discussed a proposed 
reply with General Yount and obtained General Yount’s approval to extend the 
10 a. m. deadline for forcible entry. During this conversation, General Yount 
stated that he would seek higher approval of certain aspects of the answer and 
informed General Colson that Eighth Army had, in general, authorized them to 
agree to anything reasonable. During these negotiations, General Van Fleet 
was at his command post in the north and his headquarters received the general 
substance of the negotiations piecemeal through Genera! Yount who was directed 
through Maj. Gen. Orlando C. Mood, chief of staff of Fighth Army, to ‘‘admit 
nothing that was untrue.”’ 

At 9 o’clock General Colson read to General Dodd over the telephone his pro- 
posed reply, but General Dodd reported that the prisoners were insisting upon a 
written response and in return had promised his release by noon. 

At 10:05 a. m., General Colson read to General Yount his first written reply. 
General Yount approved the reply as written. General Colson then dispatched 
his first reply to compound 76. At 12:04 p. m., General Dodd reported various 
objections that the prisoners had to this reply. In preparing his second reply, 
General Colson accepted General Dodd’s suggestions and discussed the gist of this 
proposed reply with General Yount by telephone at 12:45 p.m. This second 
reply created the false impression that the U. N. in the past had committed acts 
of violence against its prisoners by saving that “‘in the future’’ prisoners can 
expect humane treatment. This reply also gave rise to further erroneous implica- 
tions by stating that there would be no “further’’ violence and no “‘more”’ forcible 
screening or “rearming”’ of prisoners. 

At 4:45 p. m., General Colson read the text of this second reply to General 
Yount. The transcript of their telepbone conversation indicates that certain 
keywords such as “future” and ‘further’ were not received by General Yount. 
General Yount approved the letter as he heard it and reported it to General Mood. 
General Colson dispatched this second reply to compound 76, where it was 
received at 5:20 that afternoon. 

In the meantime, at about 2:2! 

L 


2:25 that afternoon, General Van Fleet informed 
(ieneral Ridgway’s chief of staff, 


t. Gen. Doyle O. Hickey, that the prisoners had 
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submitted terms for release of General Dodd, that General Colson had replie« 


but that General Van Fleet did not have the substance of his repiv; that Ger 
Van Fleet felt agreement could be reached; and that General Van Fleet 
authorized delay in using force if General Dodd’s release appeared mine 


General Ridgway, in a message of reply to General Van Fleet, ordered 
directive of May 8, which authorized the use of whatever force might be r 
to attain the release of General Dodd, be implemented at or shortly af 
daylight, May 11, unless the situation was materially altered by the1 


Uy on the prisoners’ insistence, General Colson’s second letter wa rew! 
to refer to KPA (Korean People’s Army) instead of NKPA (North K 
People’s Army) and to add a sentence which said ‘I do admit” that there 
been past violence. These changes were not cleared with General 
third replv was received by the prisoners at 6:30 } nd accepted | 


General Dodd was released at 9:30 that evening 


(ome 
STATEMENT OF CooL, CHARLES F, (« N 
In the light of events which have happened since t release of Brigac 
General Dodd on May 10, 1952, and informatio: hich has been furnist 
that action against me is under contemplation b i f certain portions of 
contents of the letter which I signed and sent to the PW leaders in order to se¢ 
the release of General Dodd, I am making this statement in full explanatior 


mv action and in justification thereof. 
| There seems to be two main issues concerned in contents of the letter which 
signed and delivered to the PW leaders in compound 76, which was the letter 
finally accepted as satisfactory by them and resulted in General Dodd's release. 

These issues concern the statement in paragraph | of the letter, reading ‘“‘I 
do admit that there have been instances of bloodshed where many prisoners of 
war have been killed and wounded by U. N. forces,’’ and also the statement in 
paragraph 3 ‘‘there will be no more forcible screening or any rearming of prisoners 
of war in this camp.” 

With reference to the first point, this statement was not included in the first 
letter nor in the second letter. Instead the statement ‘I am forced to tell vou 
that we are not (using) and have not used poison gas, germ warfare weapons, or 
used prisoners of war for atomic bomb tests.”’ 

The leaders refused to accept this statement and demanded tliat since we denied 
these things that the statement should be omitted from the letter. But they 
demanded that we admit that there had been instances of bloodshed and prisoners 
of war killed and wounded by U. N. guards. 

I discussed this point with General Yount, comanding general Second Logistical 
Command, and I told him that they were the instances which were being used 
as allegations against General Dodd in the Peoples Court which was then trving 
him in the compound. General Dodd had advised me that he had admitted 
these instances, as they had occurred, and that full investigations had been made 
and reports rendered to the international committee of the Red Cross in each 
instance. The PW leaders would not permit any statement to be inelu led in 
the letter which would clarify or modify it by indicating that these instances were 
brought about by their own acts, and were justified under the Geneva Convention 

In my discussion of this point with General Yount, he said that such a statement 
could be made provided that we did not admit committing any crime, such as 
those described in the first paragraph of Lee Hak loos message No. 2, i. e.: 
‘‘Barbarous treatment, torture, Mass murdering, germ warfare, poison gas, and 
using PW’s for atomic-bomb tests.” 

Based on this authority I agreed to include the statement admitting instances 
of bloodshed and the killing and wounding of prisoners of war by U. N. forces 
and included that statement in letter No. 3. 





Letter No. 3 was written twice. Through inadvertance that particular state 
ment was omitted unintentionally. Dodd called my attention to it by phone and 
I agreed to rewrite the letter to include the statement This I had done and was 


about to dispatch it when Dodd called again and said that 
leaders wanted the letter ‘““N’’ deleted from abbreviation N 
read KPA as in paragraph 4. 

I had the letter retyped with this change, destroyed the one which used the 
abbreviation NKPA, and dispatched the final letter No. 3 at 1815, May 10, 1952 
This letter was accepted as satisfactory by the committee and lead to the subse- 
quent release of General Dodd at 2130 hours, May 10, 1952 
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Regarding the second point at issue, in paragraph 3, pertaining to ‘‘forcible 
screening,’ the leaders had demanded that we include such a statement and 
would not agree to any different statement. This was agreed to by General 
Yount who stated that as we were not emploving forcible screening, any interpre- 
tation from this statement that we were could be forcibly denied later. This 
was agreed for inclusion in the first letter and was never subsequently changed, 


y 
16" 


nor did I receive any instructions to change or delete whic 
elapsed from the preparation of the first letter to third 
Forcible screening is the term used by the PW’s for fore 





No such sereening had ever been done, although it hac 
was ruled out through action of higher headquarters f 
which would have ensued if force had been used. The leaders demanded 


that the words “‘no more” be inserted in the letter and would not back down from 


bloodshe 











While be ng fully cognizant of the nterpretatiol which co ild be placed o1 
these statements for propaganda purposes, we felt that they wer st that 
the Communists would accept to meet their demands as a satisfactory answer. 

We fully expected that these statements would be emphatically refuted, explained 
and shown to have been made under duress, with the life of General Dodd un 


the bala ce, as well as the lives of several tt ousand prisoners ot war, b¢ side the 
lives of our own troops and of the local civilian population, if t! use of force 
was resorte d t 


Further, such action (force) which would have resulted in the ki 





sands of prisoners of war, would have provided far greater propaganda material 
han the statements and admissions, which were capable of refutation and denial, 
having been forced through threats on the life of General Dodd 

Another factor involved was the possibility of the Communists using such an 
Incident as a basis for retaliatory action against U. N. prisoners of war held by) 
them 


To us on Koje-Do trving to work out a solution to the situation facing us, time 


Was an all important element and was running short I had been instructed to 
start the use of fores by 10 o'clock oO! the mornnig of \Ian 10, ul iless i} my 
pmo}! the chances of securing Dodd's release witho t force seemed to be possible 


Later on the 10th, I received definite instructions to start use of force by early 
light on the morning of Mav 11 if Dodd was not released by then We were 
prepared to do this 

\s to the results of the use of force | would like to sav this: The leaders had 
nt me a note on the 9th of Mav, when evic 


noticed, stating that if we used force to secure the release of General Dodd, he 


( 
lence of our massimg torce first Was 


Se 


would be killed, v would resist, and there would be a simultaneous outbreal 
in every compou. d on the island. Further that they were willing to die for 


their principles. There is no doubt but that these fanatical Communists meat 
this 

We were preparing a force to handle the situation in compound 76 and the 
adjacent compounds 77 and 78. There were over 6,000 prisoners in each of these 
compounds and a total of over 70,000 prisoners in the 14 occupied compounds. 

These compounds ean easily be breached by the masses of prisoners contained 
therein. The fence posts in all except a very few are mostly wooden posts and 
small tree trunks about 4 inches in diameter. They have been in the ground for 
15 months and probably rotten. Many strands of wire on the inner fences have 
been loosened. The posts have not been braced on the outer side of either fence 
There was no question in anyone’s mind that a concerted effort on the part of 
the prisoners would be successful in breaching the fences in spite of the fire of the 
guards and machine guns. A breach of the compound would result in many of 
the guards being overrun, their weapons and ammunition seized and turned 
against the troops. Whether such a simultaneous break could be contained was 
a serious question in our minds—so much so that we had boats available to cover 
the coast lines of the island and to quickly remove the nurses, female workers and 
hostesses, The set-up of the compound areas is such that many troops would be 
cut off by escaped groups of prisoners who could get between them and the camp 
area which leads to the dock area where the warehouses are located 

This situation was so dangerous as to have a great weight in our plans and 
decisions. It was considered most important not to invoke force except as a last 
resort. 

Weighing all these matters I felt that I was justified in giving in to some degree 
to the leaders’ demands in order to avoid having to use force. 

These conditions were well known to the Army commander, as well as the 
danger involved if foree was used. It was in view of these that a second phase of 
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I 
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Was to be done even if General Dodd é re i 
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postponed until all compounds had been ma I i 
a mass break out 
Furthermors since this incident, plans ar 
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Followit gis submitted for consideratio ! | 
for which | have been reduced from the temporar ra f briga r a 
the rank of colonel: 

Since April 8 the command at Koje wa 
classified nature In these operation peed wa ( , Onerat 


: 
concerned selection and segregation of certa 
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80,000 to new camps, and subsequent preparation and submission of rosters to 
Panmunjom. Tight deadlines had been placed on all these operations by 
higher headquarters. Many times Communist prisoners of war created small 
incidents with a view toward interrupting the operation in progress. Through 
interviews with compound leaders | was able in a number of instances to quell 
disturbances which would have retarded prescribed deadlines. My headquarters 
was an operating rather than a policy-making agency. These interviews were 
onducted sometimes in my office, sometimes at the compound, depending upon 
the need for speed. I was often able to resolve the problem and continue the 
hen the efforts of my subordinates had failed. In this particular 
stance I had gone to the gate to try to arrange for fingerprinting, which was 


operation W 


itely necessary if we were to furnish accurate rosters, From the number of 


queries from higher headquarters concerning submission of rosters it was apparent 
that they were desired promptly and accurately 


Concerning the statement signed by General Colson for which he is being so 
verely criticized, it was either a question of signir . at or accept ing large scale 
bloodshed I feel that [ was in the best position to evaluate the reaction of the 


prisoners of war Jecause of a message which | had just seen from General 


Ridgway to Joint Chiefs of Staff, I feel that I was justified in assuming that large 
scale bloodshed was unacceptable to the United Nations cause. There can be no 
question that such would have been the result had force been used. Saving my 
ife by use of force Was an impossibility, therefore, this matter was not the main 
point at issue. The solution was the very best that could be obtained. It is 
regretted that it is not so considered by hicher hea lquarters. 

Notwithstanding my conviction that I acted honorably and in the best interest 
f my country, I accept the interpretation of my superiors without resentment and 


vill continue to perform any assigned duty to the best of my ability. 





STATEMENT OF Bric. GEN. Paut F. Yount 


I do not desire to make any personal statement relative to the seizure and ulti- 
mate release of General Dodd. I believe that essential pertinent facts are now 
available to the Department of the Army 





JUNE 10, 1952 
Hon. CarRL VINSON, 
Chairman, Committee on Armed Services. 
House of Re prese niatives. 

Dear Mr. Vinson: Under letter dated June 6, 1952, I sent to you certain 
material relating to House Resolutions 661, 662, and 663 This letter and the 
enclosed declassified material supplement my earlier letter by presenting material 
which is now available to the Department of Defense and the Department of 
Army in Washington concerning Communist-inspired riots and disturbances 
f the peace of any consequence in Tokyo and other places in Japan which have 
curred since the departure of General of the Army Douglas MacArthur 

[ hope that this additional material, together with that already supplied, will 
provide the information contemplated by the resolutions. If you should wish 
any further information, we shall furnish it promptly. 

Sincerely yours, 
FRANK Paces, IJr., 
Secretary of.the Army. 


enclosure. 


REPORT ON COMMUNIST-INSPIRED Riots AND DISTURBANCES OF THE PEACE OF 
ANY CONSEQUENCE IN Tokyo AND OTHER PLaces IN JAPAN Wuicu Have 
OceuRRED From THE DEPARTURE OF GENERAL OF THE ARMY DouG.Las Mac- 
\rnTHUR THROUGH JUNE 2, 1952 


1 


In October 1951, at the Fifth National Representatives Conference, the Japa- 
nese Communist Party adopted a program of terrorism and militant anti-Govern- 
ment, anti-United States activity. Before that time, activities of Japanese 
Communists were marked by a general absence of violence; however, since 
October 1951, guided by periodic party directives prescribing types of activity, 

Japanese Communists have carried on a campaign of riots and demonstrations. 
Most of these have been small incidents in which an individual policeman is 














INSURGENCY IN PRISONER-OF-WAR CAMPS IN KOREA 13 


e 


attacked, a police box or tax office burned. In addition, howe 
several incidents of greater consequence 

On February 21, 1952, demonstrations in support of the 
Japan were held in approximately 21 localities in Japa Jen 
of 200-300 students and laborers paraded carrying ns ‘ Op l 
to Japanese rearmament and to conscription of Japanese vouth for ul ! 
Several demonstrations were held in the vicinity of United St 














a = i i 
tions. In Tokyo, several demonstrations resulted it ushes with Jay 
in which at least 20 policemen were injured and approximate 50) 
arrested 

While most May Day rallies in Japan were orderly, in severa 
disturbances. In Tokvo, 180,000 members of fal 
tions gathered at Meiji Park to hear speeches by labor lea 
politicians and American Socialist, Norma | i The r 
by the left wing Socialist Japanese genera ul f labor SOHYO 
available information indicates that member the SOHYO 
ticipate in the violence which ensued At ppl na 11:30 
speeches began, an estimated 50 Communists 1 speaker 
caused a small riot. Within 380 minutes ord stored and 
then delivered At about 2:10 p. m., in vi f Gover! a 
which prohibited demonstrations in the P er ‘ ( Sta 
military installations, 7,000 Communist ( ‘ I 
Korean laborers, armed with clubs, sticl and bamboo spears rea 
plaza. Police armed with night s rms 1 tear g: . 
the mob from the plaza, and hand-to-hand istie re 1 I a 
was cleared, 33 United States v é and 2 { 1 Sta 
and 5 Japanese policemen were thrown into the it but were 1 
injury. After the plaza was cleared, the mob threw ‘ 
in a United States dispensary and damaged 19 | i sta ) 
p.m., demonstratior sin Tokyo had almost ceas J a J 
to demonstrate in out ving areas The major t get I 
outlying areas of Tokyo were apparently Japanese pr boxe 
and eighteen Japanese policemen were injured, 3 vet 
One demonstrator was fatally injured, 18 hos} ed, and 60 arrests N 
United States personnel suffered casualties 

In other May Dav demonstrations, Co l lent s 
police and three students were arrested In Kvoto, 20,000 p 
and paraded. Some riots occurred in which 15 
rioters arrested and one United States Armv vi 

On May 9, 1951 an aftermath of the Mav D 
between Japane se poiucemer and C l l $ l | 
National Students Self-Government Federatio ike id ! 
May Davy riots Iwo policemen who entered t} ump f Waseda 1 
to check on the addresses of students who had par pa \ DJA 
were seized by university students Wher i 
captured police, other police resorte 1 to force and a cla bye een 1000 
and club-swinging police followed Fifty-six stud sand twe f 1 
were injured. 

In compliance with party directives, on Mav 30, 1952, Japane { 
staged demonstrations to commemorate the 1049 of a ( 
by police. Two rioters were killed when appro (00 d 
attacked the Itabaski police box rhe largest demonstra f ) i 4 
occurred around the Shinjuku police statio! He! t ired riote i 
with police. Smaller riots occurred in other cities i ling Osaka, Sappor 


Fukuoka, and Kobe. 








§82p Concress (| HOUSE OF REPRESENTATIVES = § REPORT 
Id Nession \ 7 No. 2L30 


REQUESTING THE SECRETARY OF THE ARMY TO FURNISH TO 
THE HOUSE OF REPRESENTATIVES FULL AND COMPLETE, }N 
FORMATION WITH RESPECT TO THE REDUCTION IN GRADFOI! 
COL. CHARLES F. COLSON ~ N 


JUNE 10, 1952 Committed to the Committee of t W le Hous t Metal 


Mir. Vinson. from the Committee on Armed Services, submitted the 


following 


REPORT 
(To accompany H. Res. 663 


The Committee on Armed Services to which was reterr d the resolu- 
tion (H. Res. 663) requesting the Secretary of the Army to furnish to 
the House of Representatives full and complete information with 
respect to the reduction in orade of Col. Charles I, (‘olson hay he 
considered the same, reports thereon. 


Hon. CarRL VINSON, 
Cha rman, Cloamn flee on A pie | S 


House of Re 


Dear Mr. VINSON: Reference is made to your request to the D 


the Army for a report on House Resolution 661 and He . Res ition Obs 
Kightv-second Congress, and to your request to the Department of Deft for a 
report on House Resolution 662, Kighty-second Congress. House Re ition 6f 
and House Resolution 662 request the Secretary of the Army and the Secretary 
of Defense, respectively, to furnish to the House of Representatives | nforma- 
tion with respect to all circumstances surrounding every act of Insurger ! 
Korean prisoner-of-war camps and every Communist-inspired riot in Jay 
which have oecurred since the departure of General MacArthur House Res 
tion 663 requests the Secretarv of the Army to furnish to the H ~f f Repre- 
sentatives full information with respect to a recumstances surrt g 
reduction in grade of Charles | (olson from brigadier generai t I I 
Secretary of Defense has delegated to th De partment of the Arn 
bility for expressing the views of the Department of Defense on House Res 
662 

In accordance with your requests, there are enclosed the fo 


documents: 
a Background narrative as prepare dt v . \ I 
have occurred through May 20, 1952 at U. N. prison camps in kh 
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(b) A two-page chronological summary of events surrounding the capture of 
Colonel Dodd and the negotiations leading to his release; 

(c) A six-page, more extensive chronological account of the events taking place 
principally between the capture and release of Colonel Dodd; and 

(d) Statements of Colonels Dodd and Colson and General Yount, setting forth 
their comments on the incident. 

Certain additional information on the Koje-Do incident which, in the national 
interest, remains classified is also being supplied your committee 

The above documents were declassified because the Congress and the public 
are entitled to the essential) facts and because the case of Koje-Do, when appraised 
in the light of prior and subsequent events, clearly shows the insidious nature of 
the Communist enemy whom we are fighting. 

With the delivery of this information to the committee, I believe that the objec- 
tives of House Resolutions 661, 662, and 663 are accomplished. Should your 
committee desire any further information, please do not hesitate to call on me, 

Since rely yours, 
FRANK Pack, Jr., 
Secretary of the Arm Y. 


BACKGROUND NARRATIVE, AS PREPARED BY THE UNITED Nations COMMAND, 
or IncipENts Wuicuh Have OccurrED THrovuGH May 20, 1952, ar U.N. 
PrRIsON CAMPS IN KOREA 


In order to set the record straight once and for all, and to clarify the conflicting 
published accounts of incidents involving violence at U. N. POW camps, Head- 
quarters United Nations Command presents herewith a narrative account, 
based on official records, of what actually has transpired at U. N. POW camp 
No. 1 at Koje-Do and U. N. POW camp No. 10 at Pusan. 

Three major attempts by fanatical Communist leaders to wrest control of the 
POW and civilian internee compounds from U. N. authorities have erupted on 
Koje-Do since late in February of this year. However, it is now apparent that 
the build-up of trouble at the U. N. POW camp island off Korea’s south shore 
started many months ago, and the pattern and purpose of Communist plotting 
have now been clearly demonstrated. 

In the face of terrorism and open defiance on the part of the Communist leaders 
among the POW’s and civilian internees, the UNC has adhered scrupulously to 
the principles of the Geneva Convention. The International Committee of the 
Red Cross (ICRC) has had access at all times to U. N. prisoner-of-war instal- 
lations; it has submitted complete reports of its findings. These reports have 
indicated further that incidents of violence have stemmed directly from the 
action of the fanatical, die-hard Communists. 

Despite this humane treatment, the pattern of Communist plotting and violence 
has now become unmistakable. The United Nations Command has indicated in 
no uncertain terms that a continuance of this pattern will not be tolerated and 
that it is taking all necessary measures to secure and maintain uncontested 
control of all compounds in every prisoner of war installation. 

For a number of months, North Korean and Chinese Communist prisoners of 
war, along with the many civilian internees (persons of South Korean origin im- 
pressed into the North Korean Peoples Army and captured by the UNC who, 
after screening by ROK CIC, were determined to be in fact South Koreans who 
served involuntarily in the NKPA) were tractable and cooperative. Well fed, 
well clothed and humanely treated, they indicated no dissatisfaction with the 
conditions under which they were held. However, on June 8, 1951, the two rank- 
ing North Korean Army prisoners of war, Senior Cols. Hak Ku Lee and Crol 
Hong, wrote a long, rambling and completely fictional diatribe against the treat- 
ment prisoners allegedly had been receiving at the hands of the United Nations. 
This letter, addressed to the International Red Cross at Geneva, Switzerland, 
was received by the UNC in mid-July of 1951, but the two colonels took matters 
into their own hands by implementing what now appears to have been a carefully 
planned campaign to gain control over all prisoners and incite them to violence. 

The first incident involving violence was staged by the North Korean officers 
in one of their own compounds—compound No. 3 of enclosure 7—on June 18, 1951. 
Demanding that they be given control of all compounds in enclosures 7, 8, and 9 
on Koje-Do, these fanatical Communists attacked UNC work details sent into 
their compound and rushed the compound gate in an attempt at mass escape. 
tepublic of Korea guards broke up this attempt by firing into the group, leaving 
seven Communists dead and four wounded. Thus occurred the first incident of 
real violence on Koje-Do. 
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Following the riot of June 18 and 19, there was a period of quiet until August 15 
I i 
when trouble flared anew. On that date, shouting, singing, det rating ( nt 





munists on Koje-Do whipped themselves into a frenzy and br 


personnel who finally had to resort to force to control the rioting. On exa 
the same day, miles away from Koje-Do, in compound No. 6 at Pusan, a carbe 
copy of the Koje-Do rioting took place with almost identical resu Casua 
at Koje-Do included 9 prisoners killed and 25 injured: at Pusan the casualties 
numbered 8 prisoners dead and 22 wounded 

During September Communist leaders within ympounds car 
on systematic campaigns of intimidation and viol esta i 
leadership. POW?’s who resisted such attempts ms atta 





during the hours of darkness which resulted in injurv and occasionally dea 
In the period September 17-19, 1951, two compounds, 78 and 85, contair 
North Korean enlisted men, were the scene of violence between opposing factio 
battling for internal control. Casualties at the end of the period—a nflicted 
upon prisoners by other prisoners—totaled 31 injured and 20 killed 











On December 18, another major internal incident occurred ‘ reated b 
North Korean Army enlisted men This took place in compound 73—the first 
disturbance in this compound when the prisoners started a ro v 
Chinese Communist POW’'s in nearby compound 72 | N. troop lelied tt! 
disturbance after three POW’s had been injured The next nigh \ POW 
were injured by beatings in compound 73 and on December 28, | \ edica 
authorities were unable to save the lives of 10 POW fatallv beaten by their 
fellow inmates of this compound. On the same night, following the same patter 
civilian internees in compound 62 indulged in a iss demonstrath ) 
beatings of fellow prisoners, which brought death to 14 and injury to 24 Most 
if not all, of these internal incidents among the POW’s were activated by purely 
factional motives ICRC reports indicate that camp authorities did t 
to prevent these occurrences with the means available 

It was in compound 62 that the first of the three major riots o irread 
involved U. N personnel On Februarv I8&. 1952 approximately 1500 of the 
5,700 inmates suddenly attacked United States military personnel in the course 
of their duties. The revolt was crushed promptly and order restored—at a 
in lives of 1 American soldier and 75 inmates One American soidier was woul! 

22 suffered minor injuries, and 139 inmates were injured 

The clash followed the entrance into the compound of UNC personnel to ascet 
tain which of these civilian internees were actually loval South Koreans who had 
been foreibly impressed into the North Korean armed fore It is 
that the Communist leaders in the compound were determined 
orderly procedure by violence Detailed plan ind = orga itions er 
indicated bv the collection of weapons secretly manufactured by the Con 
terrorists for the assault. Steel pickets, spiked wooden clubs, barbs 
blackjacks, metal tent pole spikes and sections of tron pipe were eny 
by the Communists, in addition to rocks and knives Less tha I 
compound inmates took part in the riot 

On March 13 violence flared anew in the second major it 1e1 ry ¢ 
U. N. personnel. Prisoners inside compound 92 stoned passing Rep 
Korea troops and a work party from another compound, touching off a 
which resulted in the death of 12 North Wore ( inis 
wounding of 26. One American officer was go} ired and lLorear 
civilian was killed. 

The third major incident on Koje-Do occurred on April 10 when Cor 
prisoners once again challenged camp authorities. This incident began with a 


1 
violent Communist demonstration inside the barrier of compound 95 of encl 

No. 9. The several compounds of this enclosure containing North Korean Art 
enlisted men had been subjected to virulent Communist ag : tings, 
intimidations since mid-September but never before had the leaders or the group 


as a whole openly challenged camp authority. In the efforts to restore order 
one POW was wounded \ United States Army captain and two United States 
soldiers, all unarmed, immediately entered the compound dispensary i 

the compound gates, to remove the wounded man to the hospital They wet 


forced to withdraw by the swarming Communists 

Brig. Gen. Francis T. Dodd, then camp commandant, promptly ordered 
Communist leaders in the compound to permit the evacuation of the wou 
Communist When they refused, General Dodd ordered 100 guards, unarmed 
Republic of Korea soldiers, into the enclosure to bring out the casualty Che 
guards were promptly set upon with clubs and stones, and one was seized by the 
Communists and disappeared in the rioting mass. The armed guards outside the 
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perimeter, in an attempt to protect the unarmed ROK soldiers, fired into the 
enclosure—wounding, among others, a United States Army officer and some 
Republie of Korea guard personnel. 

At this point, the Communists staged a mass rush on the open gates. This 
attack was stopped by the prompt and determined action of an American officer 
and two American soldiers manning a jeep-mounted .30-caliber machine gun 
covering the gate to prevent any mass escape. In all, 3 Communists were killed 
and 60 wounded. Four ROK Army guards were killed, six wounded and one 
American officer was slight!y wounded. 

Following this third major incident, on May 7, Communist POW’s seized 
General Dodd, the prison camp commandant, under circumstances which are now 
well known to the public. On May 20, 1952, prompt and firm action by UNC 
personnel averted what might have been a serious incident at a hospital compound 
in Pusan. Communist POW’s who had been serving as hospital attendants in 
this compound had refused to admit medical personnel or to let their sick compa- 
triots leave the compound to get medical attention. U. N. authorities directed 
the prisoner attendants to report to the compound gate for transfer to another 
enclosure, in order that the patients could later be hand'ed without interference. 

For half an hour announcements designed to segregate the agitators from the 
other prisoners went virtually unanswered. It soon became evident that the 
Communist POW leaders could resist by violence. At 7 a. m. armed United 
States military personnel moved into the ec ompound where they met stiff opposition 
from ar ere rs wielding spears, barbed wire flails, rocks, and other we apons. 

The United States troops used a show of foree to overcome the opposition. No 
shots were fired, the U. N. troops employing only riot-control tactics. In gaining 
control of the compound, 1 prisoner was killed and 85 others suffered injuries, 
half of them minor. One member of the United Nations forces suffered a minor 
wound. The situation was well in hand by 9 o'clock in the morning. The 
remaining two compounds at Pusan have now been brought under complete con- 
trol by the U. N. authorities. No casualties resulted from these operations. 

It is to be anticipated that hard-core Communist POW’s will continue their 
attempts to provoke the U. N. authorities into the use of force, only if for the 
purpose of providing the Communist propaganda machine opportunity to distort 
necessary disciplinary and security measures into ‘acts of barbarism” and other 
equally vicious and ridiculous allegations. The UNC has indicated that it will 
not be deterred from its objective of implementing the provisions of the Geneva 
Convention and insuring that POW’s strictly observe their responsibilities. 


CHRONOLOGICAL SUMMARY OF Mayor Events From Carrure To RELEASE OF 
GENERAL Dopp 


(Koje time 
May 
15 p.m.: General Dodd seized by prisoners. 
1:40 p. m.: Colonel Craig, chief of staff and deputy commander to General 
Yount, arrived to assume temporary command; demanded release of Dodd, 


May 8 


12:15 p. m.: General Dodd reported to Colonel Craig the prisoners’ demands for 
a PW a office supplies and telephones. 

£:50 n.: General Ridgway directed General Van Fleet to take necessary action 
to reles Dodd and authorized him to use whatever force might be necessary. 

9:30 a m.: Message from General Van Fleet to General Yount directing prepa- 

rations of plan to release General Dodd. 

9:50 p. m.: Genera! Colson, having been made available to General Yount by 
Kighth Army, arrived to assume command, 


May 9 


3:55 a. m.: General Colson requested and bangeane authority from General 
Yount to delay final demand for release until daybreak, May 10, in order to allow 
arrival of tanks from Korea. 

1:25 p. m.: General Van Fleet and General Yount arrived on Koje to discuss 
tactics to be used in forcible entry. 

4:20 p. m.: General Van Fleet and General Yount departed. 

8 p. m.: General Yount informed General Colson that Eighth Army had 
authorized delay until 10 a. m., May 10, but directed forcible entry at that time 
if General Dodd not released by then. 
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May 10 

5:32 a. m.: General Colson received prisoners’ first formal demand for writtet 
agreement on specified terms. 

8:45 a. m.: General Colson reported demands to General Yount, who extended 
the 10 a. m. deadline. 

10:05 a. m.: General Colson read to General Yount first proposed reply ; General 
Yount approved 

12:04 p. m.: General Dodd reported to General Colson objections of prisoners 
to first reply. 

4:45 p. m.: General Colson read to General Yount his second proposed 
not all of which, according to the transcript of the call, was received by General 
Yount. General Yount cleared this letter as received by him with General Mood 
kighth Army. 


5:20 p. m.: Second reply received by prisoners; returned for rewriting and 
correction. 
6:30 p. m.: Third reply (revision of second as requested by prisoners) received 


by prisoners, having been dispatched by General Colson without General Y« 
approval, Accepted by prisoners, 
9:30 p. m.: General Dodd released. 


SuMMARY OF Events, Kosyre-Do, Korea, May 7 Tuoroucu May 10, 1952 


The following is a chronological summary of circumstances surrounding the 
seizure of Brig. Gen. (now Col.) Francis T. Dodd and the negotiations resulting 1 
his release. This summary covers only the period from May 7 through May 10 
It nevertheless reveals that General Dodd’s seizure was the culmination of a 
sarefully formulated Communist plan to create incidents of violence in the prisor 
camps which could be used for propaganda purposes and which would disrupt the 
United Nations sereening of prisoners that had proved so embarrassing to the 
Communists because such a great majority of prisoners had freely indicated that 
they would forcibly resist return to Communist control. 


BACKGROUN 


On February 20, 1952, Brig. Gen. Francis T. Dodd assu nand of United 
Nations prisoner-of-war camp No. 1, Koje-Do, Korea ne of General 
Dodd’s seizure, approximately 100,000 prisoners had, ( process, 
already declared that they would foreibly resist return nist ¢ ol and 


these had been removed from the island Thus, at the 
seizure there were approximately 70,000 prisoners on 
times the total number of Federal prisoners today in pe 
prisoners were housed in compounds, each of which was 
barbed-wire fence. The compounds were so close together that prisoner con 
munication between them was relatively easy Although the inner gates of the 
sallyport to the compounds were locked, the outer gates were not always locked 
Outside each compound were static and walking guards, tower guards and 
perimeter lights. 

In compound 76 there were 6,400 North Korean prisoners, almost all of whom 
were zealous Communists and violently hostile to U. N. personne! Most of them 
had been able surreptitiously to arm themselves with knives and what home-made 
weapons they could fashion from sleeping cots, tent pegs, barbed wire and work 
tools. Due to this serious threat of violence U. N. personnel had not entered this 
compound since April when these prisoners began their violent demonstrations 
as they learned of the great number of prisoners in other compounds who were 
refusing to return to Communist control. 

May 7, 1952 

In midmorning General Dodd was informed by Lieutenant Colonel Raven, the 
commander of a military police battalion, that the prisoners in compound 76 were 
prepared to be rostered and verified provided they were granted an interview 
with General Dodd. 

At 1:45 p. m., Colonel Raven arrived at compound 76 and, using a prisoner 





interpreter, began discussions through the fence with a spokesman for the prisoners. 

About a half hour later, General Dodd arrived and joined the discussions which 
concerned certain alleged grievances of the prisoners. At that time there were 
present at the prison gate, in addition to General Dodd and Colonel Raven five 
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armed U. N. guards carrying weapons with fixed bayonets and loaded magazines, 
a truck driver and General Dodd's jeep driver. At the start of the discussions 
about 6 prisoners took part, but this number soon increased to about 15. 

Shortly after the discussion began, a work detail ef about 40 prisoners was 
permitted to pass through the gates under the supervision of two Anm.erican 
noncommissioned officers. After the detail had come out, the gutes were ieft open. 

During the next 19 to 15 minutes the spokesman and leaders for the prisoners 
were permitted to step outside the gates. At 5:15 p. m. General Dodd decided 
that the interview was at anend. As he turned to leave, the prisoners closed one 
of the outside double gates, a whistle blew, and 20 prisoners rushed General Dodd 
and Colonel Raven. Colonel Raven, with the aid of the U. N. guards, managed 
io escape; however, General Dodd was so quickly surrounded that the guards 
could not use their weapons to secure his release. He was overpowered and dragged 
within the compound. ‘The prisoners immediately closed the gates and raised a 
Sign painted on ponchos, about 25 feet long which read: ‘‘We capture Dodd, as 
long as our demand will be solved his safety is secured; if there happen brutal act, 
such as shooting, his life is danger.’? This sien could not have been painted in the 
interval between General Dodd's capture and the time it was put up. Soon 
after this, General Dodd sent through the wires a note in his own handwriting, 
saving that he was unharmed and requesting that representatives from the other 
compounds be sent into compound 76 and that a telephone be installed to connect 
him with United States authorities on the island , 

The Seeond Logistical Command, Brig. Gen. Paul F. Yount commanding, was 
immediately advised of Dodd’s seizure and this command instructed that an 
effort be made to effect release of General Dodd through a senior PW officer. 
Accordingly, North Korean Col. Lee Hak Koo was summoned from another 
compound and directed to proceed to compound 76 to order General Dodd’s 
reiease. 

In the meantime Col. W. H. Craig, deputy commander and chief of staff, 
Second Logistical Command, on orders of General Yount, had left Pusan to 
assume temporary command at Koje. Colonel Craig had been instrueted to 
demand General Dodd’s release and to avoid any incident that was likely to 
cause an outbreak. Colonel Craig arrived at Koje at 4:40 p. m., directed that 
firearms not be used except as a last resort, placed the camp on full alert, and 
orally demanded General Dodd’s release. 

Lee Hak Koo and representatives from other compounds were then permitted 
to enter codpound 76 for a conference 

At 8 p. m., General Yount was informed of developments by Colonel Craig 
and concurred in the actions taken. The prisoners’ conference, with General 
Dodd present, began at 8 p. m. and lasted until approximately 11 p.m. The 
meeting was devoted to an attempt to gain General Dodd’s authorization for 
formation of a PW association of one representative from each compound, the 
details to be worked out later. At 11 p.m. General Dodd reported that he was 





hit 
1 


safe and that the meeting would resume at 10 o’clock the next morning. He 
asked that no troops be sent into the compound. He further reported at intervals 
during the night. 

Sometime in the evening Gen. Matthew B. Ridgway, U. N. Commander in the 
Far East, in Tokyo was informed of General Dodd’s seizure. 


May 8, 1952 


Colonel Craig caused automatic weapons to be manned and took other security 
measures. At 12:15 p. m. the prisoners’ conference reconvened and, through 
General Dodd, submitted to Colonel Craig demands for (1) formation of a PW 
association; (2) furnishing of certain supplies, such as tents, desks, pencils, 
paper, mimeograph machine and two trucks; and (3) a complete telephone net 
for the PW association. General Dodd suggested that all of the demands except 
that for a telephone net be satisfied. At 3:45 p. m., Colonel Craig gave the 
prisoners until 5 o’clock that afternoon to present a list of terms for the release 
of General Dodd. Ait 5 p. m., Lee Hak Koo refused a broadcast demand to 
release General Dodd. At 5:45 p. m., General Dodd telephoned to say that the 
prisoners had not yet formulated the conditions for his release which Colonel 
Craig had requested. 

At 9:50 p. m., Brig. Gen. (now Col.) Charles F. Colson, chief of staff, First 
Corps, who had been made available to General Yount by Eighth Army, arrived 
at Koje and assumed command. Meanwhile, General Ridgway and Gen. Mark 
W. Clark, who was to succeed General Ridgway, had flown to Korea and had 
discussed this problem with General Van Fleet and Admiral Joy at Munsan. 
And at about 4:50 p. m., General Ridgway, in a message to General Van Fleet, 
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commanding general of the Eighth Army: (1) Directed that General Van | 
take necessary action to bring about the release without delay of General Dodd 
(2) authorized use of whatever degree of force might. in General Van | 
judgment, be required to accomplish this missior 3) directed that Ge 
Van Fleet take such further action as he deemed necessary to es 
control of all Communist prisoner 

Implementing these orders, General Van Fleet, at 9:30 p. n lirected Genera 
Yount to make written demand for the release of General Dodd | I 
specified by General Yount; to issue an ultimatum to the | 





General Dodd was ro longer in command, that foree would be used to fre 
and that all prisoners in compound 76 would be held ac ntable for at Y 
to General Dodd: and to enter the compound bv torce after full da Cr ra 
Dodd was not released by the spee fied hour 

General Yount, in passing these orders on » Creneral 
directed him (1) to make written and broadcasted d and for release of G 


Dodd; (2) if General Dodd were not released by davlight, to repeat such dema 
(3) to advise General Yount of the earliest date planned for foreil 

compound \t 11 o'clock that evening, General Dod ent a message to Genera 
Colson stating that if foree were used, the prisonet ild } ind brea 


of all COMpoul is. simultaneous 
May 9, 1952 
At 2:30 in the morning, Genera (‘o 1 r) sua ty his inst et 
General Yount, demanded General Dodd’s release ee Ha Koo said he would 


answer later in the morning At 2:30 a. (General Colson re ested ar 

received General Yount’s authorization to dela til davbreak sending the 
ultimatum threatening foree in order to allow ta s to arrive from the main 
land. A second demand for General Dodd’s immediate release was made on the 
prisoners at 6:35 a. m. in response to their request for paper At 9a. Lee 


Hak Koo replied to the 2:30 a. m. demand for General Dodd's release Vy assert 





that General Dodd’s seizure was proper and that 1 United ud ate 
the Geneva Conventior Forty ‘ i es la I ‘ a ( il | 
earlier reply, in which he alleged inhumane treatment of prisoners at lemanded 
that General Colson attend a meeting with General Dodd 

General Colson reconnoitered the area for the foreible entr vhich wa 
planned for May 10. General Dodd told ( nel Craig by telephone of a 
to begin at 10 a. m. and said that the prisoners wanted to be assured the would 


not be attacke 1 atl 1O a. m beca ise thev planned to re awe Grenera 1) id whe 
the meeting was over at 12 noor General Ci n authorized Colonel Cra 
state that if the prisoners would release General Dodd at noon, no foreible entr 
would be made between 10 a. n and noor Later General Dodd reported that 
the meeting 
bevond that time 

At 11:10 acu Brig. Gen. Charles W. Christenberry, assistant d 


would extend bevond noon, but General ¢ son gave no assuranes 











i 
staff for the Eighth Army, ealled to get General Col s plans s ut Gaenera 
Van Fleet could discuss the matter with General \ { (iene! Christenberr 
stated that it was the wish of Generals Ridgeway, Clar ind Van Fl that 

event torce Was sed, anno ements were t te mad that 

wanted to save himself could come out with his hands over his head and m« to 
a designated spot General Christenberry stated that General ¢ son had 
authority to use vigorous methods to get Cener Dodd out and to ma 
complete cor trol Crere 1 ¢ rist perry L1ISO A I { tela ‘ if 
force as long as General Colson felt he could free General Dodd without it, and s 
long as matters did not get out of hand 

At 11:45 a. m., General Dodd again reported by telephone fron thin the 
compound that he had been conferring with the prisoners and that he might be 
released by 5 p. m., that dav if certain allegations of the prisoners were answered 
satisfactorily. He also stated that he had approved certain details cor 
PW association. 

At 12:15 p. m., General Dodd reported the prisoners’ demand for further co 
ferences to discuss alleged past mistreatment of prisoners and also issues « cerning 
screening and repatriation General Dodd, in his miversation, ad ed against 
forced entry and repeated his opinion that agreement could be reached by 5 p 


that aay 

Generals Van Fleet and Yount arrived at Koje at 1:25 that afternoor {1s Ss 
with General Colson the tactics to be used in making a forcible ent: Durir 
this visit thev read the transcript of General Dodd’s last telephone messag« 
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Generals Van Fleet and Yougpt departed at 4:20 p. m., while General Dodd’s 
conference with the prisoners was still in session. At 4:45 p. m., General Dodd 
read to General Colson over the telephone a message from Lee Hak Koo promising 
General Dodd’s release when the conference was finished 

At 7:15 p. m., General Van Fleet reported to General Ridgway that General 
Colson had been directed through General Yount to demand release of General 
Dodd at 10 a. m., May 10, and if refused, to take positive action to empty the 
compound. 

At 7:30 p. m., General Colson reported to General Yount that the conference 
between General Dodd and the prisoners was apparently a trial of General Dodd 
by a ‘‘people’s court’? which General Dodd felt was generally favorable to him 
General Colson reported that General Dodd had stated that he would probably 
be released by noon May 10. General Colson requested authority to delay 
forcible entry. General Yount stated that he would seek authority from the 
Fighth Army for further delay and at 8:00 p. m. General Yount called General 
Colson back and reported that the Eighth Army had authorized such a delay 
until 10 a. m., May 10, and directed forcible entry at that time if General Dodd 
had not been released by then. 


MAY 10, 1952 


In the early morning, preparations for forcible entry continued. Tanks were 
combat-serviced, and Navy gunboats and road blocks were strategically placed. 
At 5:32 that morning, General Colson received from Lee Hak Koo the prisoners’ 
first formal demands for a written reply on four points, namely, (1) allegations 
of mistreatment of prisoners and inhumane methods of warfare such as germ 
warfare, (2) issues involving repatriation, (3) issues involving screening and 
alleged rearming of prisoners, and (4) recognition of the PW association. General 
Colson faced the choice on the one hand of trying to work out an answer to these 
false allegations which would satisfy the prisoners, thus insuring General Dodd’s 
release, or on the other hand of using force, which might have caused a general 
prison break, widespread killing of prisoners and U. N. personnel, and the execu- 
tion of General Dodd. 

General Colson decided to attempt to draft a reply. At 8:45 a. m., General 
Colson reported Lee Hak Koo’s message to General Yount, discussed a proposed 
reply with General Yount and obtained General Yount’s approval to extend the 
10 a. m. deadline for forcible entry. During this conversation, General Yount 
stated that he would seek higher approval of certain aspects of the answer and 
informed General Colson that Eighth Army had, in general, authorized them to 
agree to anything reasonable. During these negotiations, General Van Fleet 
Was at his command post in the north and his headquarters received the general 
substance of the negotiations piecemeal through General Yount who was directed 
through Maj. Gen. Orlando C. Mood, chief of staff of Eighth Army, to “admit 
nothing that was untrue.” 

At 9 o’clock General Colson read to General Dodd over the telephone his pro- 
posed reply, but General Dodd reported that the prisoners were insisting upon a 
written response and in return had promised his release by noon. 

At 10:05 a. m., General Colson read to General Yount his first written reply. 
General Yount approved the reply as written. General Celson then dispatched 
his first reply to compound 76. At 12:04 p. m., General Dodd reported various 
objections that the prisoners had to this reply. In preparing his second reply, 
General Colson accepted General Dodd’s suggestions and discussed the gist of this 
proposed reply with General Yount by telephone at 12:45 p.m. This second 
reply created the false impression that the U. N. in the past hed committed acts 
of violence against its prisoners by saying that ‘in the future’ prisoners can 
expect humane treatment. This reply also gave rise to further erroneous implica- 
tions by stating that there would be no “further” violence and no ‘‘more”’ forcible 
screening or “rearming”’ of prisoners. 

At 4:45 p. m., General Colson read the text of this second reply to General 
Yount. The transcript of their telephone conversation indicates that certain 
keywords such as “future”? and “further” were not received by General Yount. 
General Yount approved the letter as he heard it and reported it to General Mood. 
General Colson dispatched this second reply to compound 76, where it was 
received at 5:20 that afternoon. 

In the meantime, at about 2:25 that afternoon, General Van Fleet informed 
General Ridgway’s chief of staff, Lt. Gen. Doyle O. Hickey, that the prisoners had 
submitted terms for release of General Dodd, that General Colson had replied 
but that General Van Fleet did not have the substance of his reply; that General 











REDUCTION IN GRADE OF COL. CHARLES F. COLSON 9 


Van Fleet felt agreement could be reached; and that General Van Fleet had 
authorized delay in using force if General Dodd’s release appeared imminent 
General Ridgway, in a message of reply to General Van Fleet, ordered that hi 
directive of May 8, which authorized the use of whatever force might be require 
to attain the release of General Dodd, be implemented at or shortly after ful 
daylight, Mav 11, unless the situation was materially altered by then 

Upon the prisoners’ insistence, General Colson’s second letter was rewritten 
to refer to KPA (Korean People’s Army) instead of NKPA (North Korean 
People’s Army) and to add a sentence which said ‘I do admit’’ that there had 
been past violence. These changes were not cleared with General Yount. This 
third reply was received by the prisoners at 6:30 p.m. and accepted by them. 

General Dodd was released at 9:30 that evening. 


ow bees 


STATEMENT OF Cou. CHARLES F. CoLson 


In the light of events which have happened since the release of Brigadier 


General Dodd on Mav 10, 1952, and information which has been furnished me 
that action against me is under contemplation because of certain portions of the 
contents of the letter which I signed and sent to the PW leaders in order to + ire 


the release of General Dodd, I am making this statement in full explanation of 
my action and in justification thereof 

There seems to be two main issues concerned in contertts of the letter which I 
signed and delivered to the PW leaders in compound 76, which was the letter 
finally accepted as satisfactory by them and resulted in General Dodd’s release. 

These issues concern the statement in paragraph 1 of the letter, reading “‘] 
do admit that there have been instances of bloodshed where many prisoners of 
war have been killed and wounded by U. N. force gr and also the statement in 
paragraph 3 “‘there will be no more forcible screening or any rearming of prisoners 
of war in this camp.” 

With reference to the first point, this statement was not included in the first 
letter nor in the second letter Instead the statement ‘I am forced to tell vo 
that we are not (using) and have not used poison gas, germ warfar eapons, or 
used prisoners of war for atomic bomb tests.” 

The leaders refused to accept this statement and demanded that since we denied 
these things that the statement should be omitted from the letter But they 
demanded that we admit that there had been instances of bloodshed and prisoners 
of war killed and wounded by U. N. guards 

I discussed this point with General Yount, commanding general, Second Logistical 
Command, and I told him that they were the instances which were being used 
as allegations against General Dodd in the Peoples Court which was then trving 
him in the compound. General Dodd had advised me that he had admitted 


these instances, as thev had occurred, and that full investigations had bee mad 
and reports rendered to the international committee of the Red Cross in each 
instance. The PW leaders would not permit any statement to be cluded in 
the letter which would clarifv or modify it bv indicating that nese instances were 


brought about by their own acts, and were justific d under the Geneva Convention 

In my discussion of this point with General Yount, he said that such a statement 
could be made provided that we did not admit committing any crime, such as 
those described in the first paragraph of Lee Hak Koo’s message No. 2 e.: 
‘“‘Barbarous treatment, torture, Mass murdering, germ warfare, poison gas, and 
using PW’s for atomie-bomb tests 

Based on this authoritv 1 agreed to include the statement admitting instances 
of bloodshed and the killing and wounding of prisoners of war bv | F N. torees 


and included that statement in letter No. 3. 

Letter No. 3 was written twice. Through inadvertence that particular state- 
ment was omitted unintentionally. Dodd called my attention to it by phone and 
I agreed to rewrite the letter to include the statement This I had done and was 
about to dispatch it when Dodd called again and said that in paras he 
leaders wanted the letter ‘“‘N’’ deleted from abbreviation NKPA, so that it would 
read KPA as in paragraph 4. 

I had the letter retyped with this change, destroyed the one which used the 
abbreviation NKPA, and dispatched the final letter No. 3 at 1815, Mav 10, 1952 
This letter was accepted as satisfactory by the committee and lead to the subse- 


quent release of General Dodd at 2130 hours, Mav 10, 1952 


fegarding the second point at issue, in paras raph o, pertair ing to forcible 
screening,’ the leaders had demanded that we include such a statement and 
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would not agree to any different statement. This was agreed to by General 
Yount who stated that as we were not employing forcible screening, any interpre- 
tation from this statement that we were could be forcibly denied later. This 
was agreed for inclusion in the first letter and was never subsequently changed, 
nor did I receive any instructions to change or delete it during the time which 
elapsed from the preparation of the first letter to the dispatch of the third. 
Forcible screening is the term used by the PW’s for screening by use of force. 
No such screening had ever been done, although it had been contemplated. It 
was ruled out through action of higher headquarters because of the possible 
bloodshed which would have ensued if force had been used. The leaders demanded 
that the words “no more” be inserted in the letter and would not back down from 
that stand. 

While being fully cognizant of the interpretation which could be placed on 
these statements for propaganda purposes, we felt that they were the least that 
the Communists would accept to meet their demands as a satisfactory answer. 

We fully expected that these statements would emphatically be refuted, explained 
and shown to have been made under duress, with the life of General Dodd in 
the balance, as well as the lives of several thousand prisoners of war, besides the 
lives of our own troops and of the local civilian population, if the use of force 
was resorted to. 

Further, such action (force) which would have resulted in the killing of thou- 
sands of prisoners of war, would have provided far greater propaganda material 
than the statements and admissions, which were capable of refutation and denial, 
having been forced threugh threats on the life of General Dodd. 

Another factor involved was the possibility of the Communists using such an 
incident as a basis for retaliatory action against U. N. prisoners of war held by 
them. 

To us on Koje-Do trying to work out a solution to the situation facing us, time 


was an all-important element and was running short. I had been iistructed to 
start the use of force by 10 o'clock on the morning of May 10, unless in my 
opinion the chances of securing Dodd's release without force seemed to be possible, 


Later on the 10th, I received definite instructions to start use of force by early 
light on the morning of May 11 if Dodd was not released by them. We were 
prepared to do this. 

As to the results of the use of force I would like to say this: The leaders had 
sent me a note on the 9th of May, when evidence of our massing force first was 
noticed, stating that if we used force to secure the release of General Dodd, he 
would be killed, they would resist, and there would be a simultaneous out break 
in every compound on the island. Further that they were willing to die for 
their principles. There is no doubt but that these fanatical Communists meant 
this. 

We were preparing a force to handle the situation in compound 76 and the 
adjacent compounds 77 and 78. There were over 6,000 prisoners in each of these 
compounds and a total of over 70,000 prisoners in the 14 occupied compounds. 

These compounds can easily be breached by the masses of prisoners contained 
therein. The fence posts in all except a very few are mostly wooden posts and 
small tree trunks about 4 inches in diameter. They have been in the ground for 
15 months and probably rotten. Many strands of wire on the inner fences have 
been loosened. The posts have not been braced on the outer side of either fence. 
There was no question in anyone’s mind that a concerted effort on the part of 
the prisoners would be successful in breaching the fences in spite of the fire of the 
guards and machine guns. A breach of the compound would result in many of 
the guards being overrun, their weapons and ammunition seized and turned 
against the troops. Whether such a simultaneous break could be contained was 
a serious question in our minds—so much so that we had boats available to cover 
the coast lines of the island and to quickly remove the nurses, female workers and 
hostesses. The set-up of the compound areas is such that many troops would be 
eut off by escaped groups of prisoners who could get between them and the camp 
area which leads to the dock area where the warehouses are located 

This situation was so dangerous as to have a great weight in our plans and 
decisions. It was considered most important not to invoke force except as a last 
resort. 

Weighing all these matters I felt that I was justified in giving in to some degree 
to the leaders’ demands in order to avoid having to use force 

These conditions were well known to the Army commander, as well as the 
danger involved if force was used. It was in view of these that a second phase of 
the operation was countermanded, that of driving the prisoners out of compound 
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76 into No. 74 and subsequently into smaller compartments in 73 and 72. This 
was to be done even if General Dodd was released. This operation has been 
postponed until all compounds had been made thoroughly secure so as to prevent 
a mass break-out. 

Furthermore, since this incident, plans are being made to construct new com- 
pounds either on the island or at other locations. ‘This is in recognition of the 
insecure conditions of the present compounds. 

The prisoners well recognize the insecurity of their compounds, and the fact 
that such large masses of them in these compounds gives them an advantage 
They use this to-the utmost as a threat, and it is the major reason why they 
cannot be controlled to any degree. 


native villages, bordering on the compound area. In one instance, in the central 
valley, a native village is between two groups of compounds. Some 7,000 5 h 
Koreans live in these villages. They fear that an outbreak of prisoners would 


result in many of them being killed. Among these natives there are undoubtedly 
agents of the Communists, who through various means contact the PW’s and 
carry messages not only between compounds but to the outer world The CIC 


has been unable to stop or break up this menace. 

Although not mentioned as a point of issue, I would like to explain the other 
portions of the letter, particularly in paragraph | 

The leaders demanded that they be assured that in the future the prisoners 
would receive humane treatment according to international law I intended to 
see that the camp was run according to the principles of the Geneva Convention, 
as it always had been run. The PW’s refused to accept the statement made in 
the first letter that | would continue to follow that policy. 

Also they required a statement that I would do all in my power to eliminate 
further violence and bloodshed. I would do that anyhow After control of the 
prisoners was regained, and they were securely confined in smaller compounds of 
about 500 each, they would be less likely to ignore orders, and would become 
more manageable. 

The statement that I would be responsible if such incident appen in the 
future is merely a statement of the responsibility of any commander in such a 
situation, but the PW’s demanded that such a statement be included 





Paragraph 2 needs no comment 
Paragraph 3 has been adequately covered in the preceding remar} 
Paragraph 4. This pertains to a PW organization in which the senior officer, 


l 1: } 


Col. Lee Hak Koo, was to be the chief leader, and each compound to have a com- 


pound leader. These leaders were to be allowed to meet periodica : pl f 
their grievances and requests to the camp commande General Dodd had beet 
thinking of setting up such an organization wit! vy to gaining better control 
through holding leaders responsible for acts of the other prisoners Che system 


is quite similar to that with which the Italian and German prisoner-of-war com- 
pounds were run during World War I] It is firmly believed that ( good 





could be accomy lished through such an organizati und | is WI ( it 
a try Higher headquarters indicated a like attitude on this matter 

From the foregoing statement of facts, and con ons to be drawn from then 
I feel, first, that my actions in preparing, signing, and delivering the letter to the 
Communist PW leaders was not only justified, but bore the approval of head- 
quarters above me Further, that use of foree would have created a far more 
serious situation that would have been more difficult to explain and counter, than 
to explain and refute the contents of the letter which was obtained under dures 

After due consideration of the offer made to me to present to the Senate Armed 
Services Committee mv side of the case involving the seizure of Brig. Gen. Frank 


Dodd by prisoners of war at Koje-Do, Korea, and his subsequent release, I re- 
quest that the previous statement sent by me to the Chief of Staff, United States 
Army, be prese nted to the committee in lieu of any further statement 


STATEMENT OF Cou. Francis T. Dopp 


Following is submitted for consideration in connection with recent Koje incident 
for which I have been reduced from the temporary grade of brigadier 


to 

the rank of colonel: 
Since April 8 the command at Koje was involved in several operations of highly 
classified nature. In these operations speed was of the essence Operations 


concerned selection and segregation of certain prisoners of war, shipment of some 
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80,000 to new camps, and subsequent preparation and submission of rosters 
to Panmunjom. Tight deadlines had been placed on all these operations by 
higher headquarters. Many times Communist prisoners of war created small 
incidents with a view toward interrupting the operation in progress. Through 
interviews with compound leaders I was able, in a number of instances, to quell 
disturbances which would have retarded prescribed deadlines. My headquarters 
Was an operating rather than a policy-making agency. These interviews were 
conducted sometimes in my office, sometimes at the compound, depending upon 
the need for speed. I was often able to resolve the problem and continue the 
operation when the efforts of my subordinates had failed. In this particular 
instance I had gone to the gate to try to arrange for fingerprinting, which was 
absolutely necessary if we were to furnish accurate rosters. From the number of 
queries from higher headquarters concerning submission of rosters it was apparent 
that they were desired promptly and accurately. 

Concerning the statement signed by General Colson for which he is being so 
severely criticized, it was either a question of signing that or accepting large-scale 
bloodshed. I feel that I was in the best position to evaluate the reaction of the 


i 


prisoners of war. Because of a message which I had just seen from General 
Ridgway to Joint Chiefs of Staff, 1 feel that I was justified in assuming that larce- 
scale bloodshed was unacceptable to the United Nations cause. There can be no 


question that such weuld have been the result had force been used. Saving my 
life by use of force was an impossibility, therefore, this matter was not the main 
point at issue. The solution was the very best that could be obtained. It 
regretted that it is not so considered by higher headquarters. 

Notwithstanding my conviction that I acted honorably and in the best interest 
of my country, I accept the interpretation of my superiors without resentment and 
will continue to perform any assigned duty to the best of my ability. 


is 


STATEMENT OF Bric. GEN. Paut F. Yount 


I do not desire to make any personal statement relative to the seizure and ulti- 
mate release of General Dodd. I believe that essential pertinent facts are now 
available to the Department of the Army. 


O 
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INSURGENCY IN PRISONER-OF-WAR CAMPS IN KOREA 
AND COMMUNIST-INSPIRED DISTURBANCES OF THE 
PEACE IN JAPAN 


Ji NE 10, 1952. Committed To the Committee of the W hole He use on the state 


of the Union and ordered to be printed Ae" 
< Re 
Mr. MansFie.pD, from the Committee on Foreign Affairgy subniitted 
the following YY & 


REPORT > 


{To accompany H. Res. 664 


The Committee on Foreign Affairs, to whom was referred the 
resolution (H. Res. 664) requesting the Secretary of State to furnish 
to the House of Representatives full and complete information with 
respect to insurgency in prisoner-of-war camps in Korea and Com- 
munist-inspired disturbances of the peace in Japan, having considered 
the same, report favorably and unanimously thereon without amend- 
ment and recommend that the resolution do pass 

For the information of the House there is inclided in this report 
the following letter received fromthe Secretary of State: 

DEPARTMENT OF STATI 
Washington, June 9, 1952 


Hon. James P. Ricuarps 
Chairman, Committee on Fore ign A ffa s, House of Representative 
My Dear Mk. Ricuarps: Reference is made to your letter of May 29, 1952 
requesting the comments of the Department of State on House Resolution 664 
With respect to that portion of the resolution relating to uprisings in prisoner-of- 
war camps in Korea, I must poirt out that this is a matter pertaining primarily to 


responsibilities of the Department of Defense. 1 understand that the Department 
of Defense has made available to the appropriate committees of the Congress 
detailed information on this subject and has commented on House Resolutions 


661 and 662 at the request of the Armed Services Committee 

With regard to that portion of the resolution relating to Communist-inspired 
riots in Tokyo, I must point out that any such occurrences during the period 
between the assumption by General Ridgway of his responsibilities as Supreme 
Commander for the Aliied Powers in Japan and the effective date of the Treaty 
of Peace with Japan on April 28, 1952, would also relate primarily to the responsi- 
bilities of the Department of Defense. However, I have no knowledge of any 
serious riots or disturbances during that period. The disturbances that have 
taken place following April 28, 1952, relate of course to the internal affairs of a 
sovereign government. The Department of State has in the past made available 








> 


se 
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to the Committee on Foreign Affairs all possible information relating to develop- 
ments in foreign countries of interest to the committee, and will be glad to continue 
to do so in the future. 

According to our information the Communist-inspired riots which took place 
in Tokyo on May 1, 1952, and the subsequent, relatively minor occurrence on 


May 30 were less serious than first reports in the press seemed to indicate ‘he 
May 1 disturbance resulted when approximately 7,000 Communist rioters took 
advantage of a normal, orderly May Day rally by Japanese labor. It was 
promptly repudiated by the labor organizations which the Communists had 
attempted to involve. The second incident, much narrower in scope, Was a 
largely abortive attempt on the part of the Communists to develop violence in 
connection with a memorial service for certain so-called labor martyrs. The 


Japanese Government, through its police, handled both situations in an effective 
manner, \ 

Mr. Allison, Assistant Secretary for Far Eastern Affairs, will be glad to discuss 
either of these events with the Committee on Foreign Affairs. If additional 
information is desired, the Department of State will, of course, do everything 
possible to obtain and make available to the committee such information, 

Sincerely yours, 
Dean ACHESON, 

Information has been received by the committee both from the 
Department of State and the Department of Defense which is perti- 
nent to this resolution. The committee believe, however, that a 
more complete and coordinated report should be made available to 
the Congress. 


O 
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FEDERAL-AID HIGHWAY 


JUNI 


Mr. Fatton, from the committee of conference, submited Me 


follow Lhe 


CONFERENCE REPORT 


[To accompany H. 


The committee of conference on t 
Houses on the amendments of the Senate 
amend and supplement the Feder: 
1916 (39 Stat. 355), as 


appropriations for continuing the constr 


other purposes, having 


il- Aid Road Act,approved duh 
lemented 
on of highways. an 


amended 


agreed to recommend and do recommend to thei 


as follows: 


That the House recede from its dis: 
of the Senate and agree to the sam 

In lieu of the matter proposed to be inserted 
ment insert the following: 

Strike out all after the enacting clause and 


pose of carrying out the 
July 11, 1916 (39 Stat. 


rreement 


an amendment 


supple we] fary th reto. the } 


Suni of S550 000 OOO foy 


like sum for the fiseal Year ending June 


The sum here mn author i 


EL pK nditure ads follows: 

(a) $247 500.000 for 
syste m. 

(h) $165.000.000 for 
system. 

c) $137 500.000 for 


syst moan urban areas, 


=e] for each 
proye ets on 
provects On 


projects G7 


Thi SUIS authori ed hy 
shall hy apportior ( d aqarnondgd the Sere ral States 
i ‘ 


by law and in accordar 


iC¢ with the form ila 
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Federal-Aid Highway Act of 1944, approved December 20, 1944 (58 
Stat. 838). 

Any sums apportioned to any State under the provision of this section 
shall be available for expenditure in that State for two years after the 
close of the fiscal year for which such sums are authorized, and any 
amount so apportioned remaining unerpended at the end of such period 
shall lapse: Provided, That such funds for any fiscal year shall be deemed 
to have been expended if a sum equal to the total of the sums apportioned 
to the State for such fiscal year is covered by formal agreements with the 
Commissioner of Pp. ae Roads for the improvement of specific projects 
as provided by this Act. 

Sec. 2. For the purpose of expediting the construction, reconstruction, 
and Lm prove ment, inclusive of MECESSQATY bridge s and tunnels, of the na- 
tional system of interstate highways, designated in accordance with the 
PrOvisions of section 7 of the Federal-. lid Highway Act of 1944 (58 
Stat. 838), there is hereby authorized to be appropriated the additional 
sum of $25,000,000 for the fiscal year ending June 30, 1954, and a like 
additional sum for the fiscal year ending June 30, 1955. The sum 
herein authorized for each fiscal year shall be apportioned among the 
several States in the manner now provided by law for the apportionment 
of Federal-aid primary | funds: Provided, That the Federal share payable 
on account of any project provided for by funds made available under the 
provisions of this section shall be determined in the same manner as now 
provide i by law for projects on said Federal-aid primary system. 

Src. 3. For the purpose of carrying out the provisions of section 23 
of the Fe leral Highway Act (42 Stat. 218), as amended and supplemented, 
there is hereby authorized to the appropriated ( (1) for forest highways the 
sum of $22,500,000 for the fiscal year ending June 30, 1954, and a like 
sum for the fiscal year ending June 30, 1955; and (2) for forest develop- 
ment roads and trails the sum of $22,500,000 for the fiscal year ending 
June 30, 1954, and a like sum for the fiscal year ending June 30, 1958: 
Provided, That with respect to any proposed construction or reconstruction 
of a timber access road, advisory public hearings shall be held at a place 
convenient or adjacent to the area of construction or reconstruction with 
notice and reasonable opportunity for interested persons to present their 
riews as to the practicability and feasibility of such construction or 
reconstruction: And be it further provided, That the appropriation herein 
authorized for forest highways shall be apportioned by the Secretary of 
(Commerce for expenditure in the several States, Alaska, and Puerto Rico 
in accordance with the provision of section 3 of the Federal-Aid Highway 
Act of 1950. 

Sec. 4. (a) For the construction, reconstruction, and improvement 
of roads and trails, inclusive of necessary bridges, in national parks, 
monuments, and other areas administered by the National Park Service, 
including areas authorized to be established as national parks and 
monuments, and national park and monument approach roads authorized 
by the Act of January 31, 1931 (46 Stat. 1053), as amended, there is 
hereby authorized to be appropriated the sum of $10,000,000 for the 
fiscal year ending June 30, 1954, and a like sum for the fiscal year 
ending June 30, 1955. 

(b) For the construction, reconstruction, improvement, and maintenance 
of parkways, authorized by Acts of Congress, on lands to which title is 
vested in the United States, there is hereby authorized to be appropriated 
the sum of $10,000,000 for the fiscal year ending June 30, 1954, and a 
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like sum for the fiscal year ending June 30, 1955: Provided, That the 
limitation of $15,000,000 on the cost of construction of the Paltimore 
Washington Parkway prescribed by the Act of August 3, 1950 (64 Stat 
400), is hereby increased. to $14,500,000 and the additional sum of 
$1,500,000 hereby authorized shall be available for contract immediately 
upon the passage of this Act. 

(c) For the construction, improvement, and maintenance of Indian 
reservation roads and bridge s and roads and bridge s to provide access to 
Indian reservations and Indian lands under the provisions of the «Act 
approved May 26, 19 2S (45 Stat. 750), there is hereby autho ized to be 
appropriated the sum of $10,000,000 for the fiseal year ending June 30, 
1954, and a like sum for the fiscal year ending June 30, 1955: Provided, 
That the location, type, and de sign of all roa ls and bri dges constructed 
shall be approved by the Commissioner of Publie Roads before any 
er pe nditures are made thereon, and all such construction. shall be under 
the ge neral SU PELL ision of the Commissione) oO} Publie Roads. 

SEC. 6. Recognizing the mutual be neftis that will acerue To the Re- 
public of Nicaraqua and to the United States from the com pletion of the 
road from San Benito to Rama in said Republic of Nicaragua, the con- 
struction of which road was be gun an i parti al lly compl leted pursual tto a) 
agreement between said Republic and the United States, there us hereby 

authorized to be ap propriated 4 O00 COO for the fiseal year end ng Jun. f 
30, 1958, and a like Sum for the fiscal yea ending June JO 19 M4. fol 
completing the construction of such road. to he available until EL pe nded 
No CL pe nditure shall be made hereunder for the construction of said roa 
unti ila ener therefor | shall have heen received by the Se retary of State 
from the Government of the Re public of Nicaragua nor until an agreement 
shall have been entered into by said Republr u with thee Secretary of State 
W hich shall provide, ¢ in part, that said Republi ic 

(1) will provide, without partic (pati on of funds herein authorized, 
all necessary right -of-way for the construction of said h igh way, which 
right-of-way . shall he of a minimum width where practicable of one 
hundred meters mn rural aréas and fifty meters in mun ici palitie sand 
shall forever be held inviolate as a part of the high way for public USE; 

(2) will not impose any highway toll, or permit any aha ag ll to 
be charged for the USE of said h rh way by vehiele S or perso? os 

(3) will not levy or ASSESS, directly or indirectly, any fee, tar, 01 
other charge for the USE of f said road by vehicles or Persons from the 
United States that does not apply equally to vehicles or persons of 
such Republic; 

(4) will continue to grant reciprocal recognition of vehiele reqis- 
tration and drive rs’ lice NSES in accordance with the Provisions of the 
Convention for the Re qulation of Inter-American Automotive 
Traffic, which DAS 0 pe ned for sugnature at the Pan American 
Union in Washington on December 15, 1943, and to which such 
Re public and the United States are parties > or any other treaty or 
international convention establishing similar reciprocal recognition ; 
and 

(5) will maintain said road afte? its com ple tion im proper con- 
dition ade quately to serve the needs of present and future traffic 

(6) The funds appropriated pursuant to this authorization shall be 
available for expenditure in accordance with the terms of this Act for the 
SUrvey and construction of the said road from San Benito to Rama and 
for the survey but not for the construction of a road from Rama to El Bluff 
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r the Re public of Nicaragua without be ing maiched by said Republic, 
ia all é I pe ndi tures made under the Provisions of this 2 (ct for materials, 
equipment, and supplies, shall, whenever practicable, be made for products 
of the United States or of the Republic of Nicaragua. 

Sec. 6. For the pur pose of carrying out the Provisions of section 1 of 
the Act entitled “‘An Aet to provid for cooperation with Central American 
Republics in the construction of the Inter-American Highway” approved 
December 26, 1941 (55 Stat. 860), as amended by section 11 of the Fed- 
eral-Aid Highway Act of 1950, approved September 7, 1950 (64 Stat. 
785), there is hereby authorized to be appropriated, in addition to the 
sums heretofore authorized, the sum of $8,000,000 for the fiscal year 
ending June 380, 1953, andali ee sum for the fiscal year ending June 30, 

1954, to be available until ex pe nded, to enable the United States to co- 
operate with the Governments of the American Republies situated in 
Central America—that is, with the Governments of the Republies of 
Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua, and Pan- 
ama—in the survey and construction of the Inter-American Highway 
within the borders of the aforesaid Republics, respectively. Not to exceed 
one-third of the appropriation authorized for each fiscal year may be 
expended without requiring the country or countries in which such sums 
may be expended to match any part thereof, if the Secretary of State shall 
find that the cost of constr ucting said highu My in such country or countries 
will be beyond their reasonable capacity to bear. 

Sec. 7. There is hereby authorized an emergency fund in the amount 
or $10,000,000 for expenditure by the Commissioner of Public Roads, 
in accordance with the provisions of the Federal-Aid Highway Act, as 
amended and supplemented, after receipt of an application therefor 
from the highway department of any State, in the re pair or reconstruction 
of highways and bridges on the Federal-aid highway systems, which. he 
shall find have suffered serious damage as the result of disaster over a 
wide area, such as by floods, hurricanes, tidal waves. earthquakes, severe 
storms, landslides, or other catastrophes in any part of the United States. 
The appropriation of such moneys as may be necessary for the initial 
establishment of this fund and for its replenishment on an annual basis 
is hereby authorized: Provided, That, pending the appropriation of 
said sum, or its replenishment, the Commissioner of Public Roads may 
expend, from existing Federal-aid highway appropriations, such sums 
as may be necessary for the immediate prosecution of the work herein 
authorized, such appropriations to be reimbursed from the appropria- 
tion herein authorized when made: Provided further. That no ex pe nd- 
itures shall be made hereunder with respect to any such catastrophe in 
any State unless an emergency has been declared by the Governor of such 
State and concurred in by the Secretary of Commerce: And provided 
further, That the Federal share payable on account t of any repair or 
reconstruction project provided | for by funds made availabl. under this 
section me not exceed 50 per centum of the cost thereof. 

SEC. For the pur pose of carrying out the Provisions of section 10 
of the Roda lid Highway Act of 1950 (64 Stat. 785) there is hereby 
authorized to be appropriated for the survey, construction, reconstruction, 
and maintenance of main roads through unap »propriated or unreserved 
public lands, nontarable Indian lands, or other Federal reservations the 
sum of $2,500,000 for the fiscal year ending June 30, 1954, and a like 
sum for the fiscal year ending June 30, 1955, to remain available until 
ér pe nde d. 
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ORC. Y. The Com MISSiONE , of Public Roa ls is aut] ) edt a L hirecte l 

to assist in carrying out the action program of the President's H ay 
Safety Conference and to COO pe rate with the State | ighway ( arty ts 
and other ¢ age neies in this program to advance the cause of safety « the 
streets an high WAYS? Provided, That not to exceed $150,000 sha he 


én pe wind « ann nally for the PUT POSES 0 f this section 
Sec. 10. For the pur pose of carr yon q out the pro caons of section 6 of 
rs Defense Highway Act of 19/ | 55 Stat. 765). as amended. and section 
2 of the Federal-Aid Highway Act of 1950 (64 Stat. 785). as ame? led, 


— iS hereby authorized to be appropriated the additional sum of 


PP] 
$50,000,000 to remain available until expended: Provided, That when- 
CVE? any project for the const uction o7 imp? Clie nt ofa CIreUn fe rel tial 
highway around a city or of a radial intracity route thereto submitted by 
any State, is ce rti fied by the Secretary of Defense, or such other official as 
the Pre sident may de signate, as he ing in porta) t for exnilian or m itary 
defense, such project may be constructed under the authorization in this 
section and in accordance with the conditions contained therein: And be 


} 


it further pro ided. That with respect to any proposed construction or 
reconstruction of a timber access road under the authority contained in 
th is section, advisory public hearings shall be held at a place convenient 
or adjace nt to the area of construction or reconstruction with notice and 
reasonable op portun ity for interested persons to prese nt thei 7” EWS as to 
the practicability and feasibi lity of such construction or reconstruction 

Sec. 11. All provisions of the Federal-Aid inion Act of 1944, 
approved Dec alt 9 ZU, 1944 d8 Stat. S388); the Federal-Aid Highway 
Act of 1948, ap - ed June 29. 1948 (62 Stat. 1105): and the Federal- 
d Lid Highway . let of hi 150, approved Py P item he? f 1980, not inconsiste nt 
with this Act, shall remain in full force and effect. 

SEC. 12 , Tf any section. subsection. oO} other Provision of th iS Act O7 the 
ap yplication thereof to any person or circumstance is held ain valid, the 
remainder of this Act and the application of such section. subsection, or 
other provision to other persons or circumstances shall not be affected 
the re by. 

Sec. 13. That all Acts or parts of Acts in any way inconsistent with 
the provisions of this Ajct are here by repealed, and this ciet shall take 
éffect on its passage. 

SEC. 14 This Act may be cited as the Federal-Aid ITighway cict of 


1952. 
And the Senate agree to the same. 


Grorce H. Fatioy 

James W. TRIMBLE, 

Joun J. Dempsey, 

Ropert E. Jones, Jr., 
Gro. A. DonpeEro, 

J. Harry MecGrecor, 
Homer D. ANGELL, 

Manage rs on the Part of the Tlouse. 


DENNIS CHAVEZ, 
SpEssarp L. HoLuaNp, 
Ropert S. KERR, 
Harry P. Carn, 
FRANCIS _ASE. 
Vanagers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 7340) to amend and supplement the Federal Aid 
Highway Act approved July 11, 1916 (39 Stat. 355), as amended and 
supple mented, to authorize appropriations for continuing the con- 
struction of highways and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon and 
recommended in the accompanying conference report as to such amend- 
ment, namely: 

The Senate struck all after the enacting clause of the House bill and 
inserted in lieu thereof an amendment which was a complete substitute 
for the text of the House bill. However, the provisions of the House 
bill and the Senate amendment were in large part identical. The 
following statement indicates the differences between the House bill 
and the Senate amendment and the action of the conferees with respect 
to these differences. 


BILL AS AGREED CARRIES AMOUNTS IN HOUSE BILL FOR PRIMARY, 
SECONDARY, AND PRIMARY ROADS IN URBAN AREAS 


Section 1 of the conference agreement and section 1 of the House bill 
authorize $550,000,000 for appropriations for the fiscal years ending 
June 30, 1954, and June 30, 1955, on the basis of 45 percent for the 
Federal-aid primary system, 30 percent for the Federal-aid secondary 
system, and 25 percent for the Federal-aid urban system, thus 
authorizing $247 500,000 for the primary highway system, $165,000,000 
for the secondary highway system, and $137,500,000 for the primary 
system in urban areas. 

The House conferees prevailed upon the Senate conferees to agree to 
the House authorizations for the Federal-aid highway system and the 
House conferees further prevailed upon the Senate conferees to accept 
the 2-year grace period for matching funds provided for in the House 
bill in lieu of the 18-month period in the Senate amendment. 

The Senate amendment did not carry any provision relative to per- 
mission to transfer up to 25 percent of the primary and secondary 
funds in either direction and after conference the House conferees 
agreed to the Senate amendment in this respect. 


INTERSTATE HIGHWAYS 


Section 2 of the Senate amendment authorized the sum of $50,- 
000,000 for the fiscal year ending June 30, 1954, and a like sum for 
the fiscal year ending June 30, 1955, for projects on the interstate 
highway system. No such authorization was contained in the House 
bill and the conferees finally compromised on the sum of $25,000,000 
for each fiscal vear. 


6 
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FOREST HIGHWAYS, FOREST DEVELOPMENT ROADS AND TRAILS 


The conferees agreed to the authorization of $22,500,000 for forest 
highways in lieu of $22,000,000 authorized by the House bill and 
$25,000,000 authorized in the Senate amendment. 
>» The House conferees accepted the authorization of $22,500,000 for 
forest-development roads and trails contained in the Senate amend- 
ment with the understanding that not less than $5,000,000 of this 
amount will be applied to timber-access roads, as stated in the Senate 
committee report on S. 2437. 


PARK SERVICE ROADS, PARKWAYS, AND INDIAN ROADS 


The only difference between the House and Senate versions with 
respect to section 4 was the provision in the House bill to increase the 
authorization for the Baltimore-Washington Parkway to $14,500,000, 
an increase of $1,500,000. The Senate amendment did not contain 
this provision and the Senate conferees agreed to its inclusion. 


RAMA ROAD 


Section 5 of the House bill provided funds for construction of the 
Rama Road. The Senate amendment did not contain such a 
provision and the Senate conferees agreed to its melusion. 


INTER-AMERICAN HIGHWAY 


The Senate amendment provided an authorization of $56,000,000 to 
complete this project. The Senate conferees agreed to the House 
version providing for $8,000,000 for each of two fiscal vears, reducing 
the total authorization by $40,000,000. The House conferees accepted 
certain technical drafting improvements. 


EMERGENCY FUND 


The Senate amendment carried an authorization of $15,000,000 for 
an emergency fund. The 1950 act carried a similar provision. The 
Senate language, therefore, is in effect a reauthorization of the previous 
emergency fund to establish it upon an annual replenishment basis. 
The House version had no such provision but the conferees agreed to 
its inclusion with a reduction of the annual limit of expenditure from 
$15,000,000 to $10,000,000. Since under the 1950 act there remains a 
balance of $8,000,000 in the emergency fund, the new language in 
effect results in an increase of only $2,000,000 at the present time. 


PUBLIC LANDS ROADS 


Section 8 of the conference agreement (Sec. 7 of the Senate amend- 
ment) is the same as section 10 of the 1950 act but with the authoriza- 
tion reduced from $5,000,000 to $2,500,000. There was no such 
authorization in the House bill. The House conferees agreed to the 
Senate amendment with respect to this section. 
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HIGHWAY SAFETY CONFERENCE 


The House version authorized $200,000 annually for the President's 
Highway Safety Conference. The Senate amendment authorized 
$100,000 annually for the same purpose and the conferees agreed to an 
authorization of $150,000. 


DEFENSE ACCESS ROADS 


The House bill authorized the sum of $12,000,000 for access roads 
to timber and mineral resources with the expectation that the subject 
needs for defense access roads generally would be considered in sepa- 
rate legislation. The Senate amendment authorized the sum of 
$50,000,000 to be applied generally to all types of defense access 
roads. The Senate felt that it was too late in the session to hold this 
matter up for separate legislation. Its authorization was, therefore, 
based upon consideration of the entire subject of defense access roads 
generally. The House conferees took into consideration that there 
would have to be separate legislation if the matter was not included 
in the manner in which the Senate had provided for it in its amend- 
ment. In agreeing to the Senate amendment the House conferees 
felt that the subject of access roads to timber and mmeral resources, 
as provided for in the House bill, was adequately covered in the lan- 
guage with respect to forest-development roads and trails appearing 
in the Senate Report S. 2437. 

There was no disagreement among the conferees on the remaining 
sections (secs. 10, 11, 12, and 13) of the Senate amendment. 

GeorGe H. Fattron, 
James W. TRIMBLE, 

Joun J. Dempsey, 

Rosert E. Jones, Jr 
Geo. A. DoNDERO, 

J. Harry McGreaor, 
Homer D. ANGELL, 

Managers on the Part of the House, 
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82p CONGRESS l HOUSE OF REPRESENTATIVES ({ Reporr 
2d Session \ / No. 2133 


AMENDING THE ADMINISTRATIVE PROCEDURE ACT, 
AND ELIMINATING CERTAIN EXEMPTIONS THERE- 
FROM 


JuneE 10, 1952.—Committed to the Committee of the Whole House on the=St: 
of the Union and ordered to be printed s 


Pilit 


Mr. Wa ter, from the Committee on the Judiciary, submitted: the 
following 


REPORT 
[To accompany §. 1770] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 1770) to amend the Administrative Procedure Act, and eliminate 
certain exemptions therefrom, having considered the 


i 


same, report 
favorably thereon with amendment and recommend that the bill do 
pass. 

: : 

ihe amendment is as follows: 

On page 1, line 9, strike out the words ‘All laws or parts’ and 
insert in lieu thereof the word “Parts’’. 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to delimit the exemptions 
of certain functions of various Federal agencies from the operation of 
the Administrative Procedure Act, by amending the exemption 
clause in section 2 (a) of said act, and by repealing the various pro- 
visions in the several subsequent acts which have extended such 
exemption to the functions of said agencies. 

The purpose of the amendment is to obviate any problem in con- 
struction in that the legislative intent of this particular phrase might 
be construed to repeal an entire act mstead of the true purpose, 
namely, to repeal a particular section which exempts from the opera- 
tion of the Administrative Procedure Act. 
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GENERAL INFORMATION 


ine act of June 11, 1946 (60 Stat. 237, 5 U.S. C. see. 1001) brought 
forth what is commonly known and referred to as the Administrative 
Procedure Act. The general purpose of that act was to improve the 
administration of justice by prescribing fair administrative procedure, 
and it was carefully designed to effect reasonable regulation of ad- 
ministrative process in order to maintain government according to law. 

Prior to the enactment of the Administrative Procedure Act there 
had been widespread demand, and many proposals, for general 
statutes respecting administrative law and procedure. This subject 
is not expressly mentioned in the Constitution and there was no 
recognizable body of such law, in contradistinction to the body of 
law governing judicial tribunals existent in the Judicial Code. The 
creation of general law regulating administrative process had become 
a virtual necessity as the result of the development of what had be- 
come, for all practical paneanes, a fourth dimension to our original 
tripartite form of government, i. ¢., by the creation of manifold admin- 
istrative agencies an piiainetive branch had been added to the 
legislative, executive, and judicial branches. When the bill that was 
later enacted as the Administrative Procedure Act was before the 
Senate, the following observations were made by Senator McCarran: 

Pe oe there are reasons for that arrangement. We found that the legislative 
branch, although it might enact law, could not very well administer it. So the 
legislative branch enunciated the legal precepts and ordained that commissions 
or groups should be established by the executive branch with power to pro- 
mulgate rules and regulations. These rules and regulations are the very things 


that impinge upon, curb, or permit the citizen who is touched by the law, as 
every citizenis. * * * 


Mr. President, Calendar No. 758, Senaie bill 7, the purpose of which is to 


improve the administration of justice by prescribing fair administrative pro- 


cedure, is a bill of rights for the hundreds of thousands of Americans whose 
affairs are controlled or regulated in one way or another by agencies of the I ederal 
Government. It is designed to provide guaranties of due process in adminis- 


trative procedure. 

Such legislation as that which brought forth the Administrative 
Procedure Act manifestly required long and careful preparation, and 
it is probable that no measure of like character had the painstaking 
and detailed study and drafting that preceded enactment of that 
measure. The passage and approval of the Administrative Procedure 
Act was the culmination of careful inquiry and consideration, extend- 
ing over a period of 10 years, by the C ommittees on the Judiciary in 
both Houses of Congress, by the President’s Committee on Adminis- 
trative Management, by the Attorney General’s Committee on Ad- 
ministrative Procedure, and by many public, quasi-public, and private 
groups, committees, and organizations representing the bar, business, 
and industry. During that period exhaustive hearings were held, at 
which scores of witnesses were heard by the respective committees. 
When the measure reached the floor of each House of Congress it 
represented the fruit of careful preparation in the best tradition of the 
National Legislature. 

The Administrative Procedure Act was intended to frame an out- 
line of minimum essential rights and procedures applicable to every 
administrative agency of the Federal Government. Certain fune- 


tional exemptions were made in section 2 (a) (4) of the act, but no 
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agency was specially exempted from the provisions of the act. The 
functional exemptions granted by the carefully considered terms of 
the act concerned the functions of certain te mporary agencies which 
had been set up to deal with the war emergency, and which were 
expected to wind up their affairs’in a reasonably short time, and the 
functions conferred by the Selective Training and Service Act of 1940, 
the Contract Settlement Act of 1944, and the Surplus Property Act 
of 1944. The purpose in exempting these emergency functions from 
the Administrative Procedure Act was only to avoid upsetting existing 
organizations which were nearing termination by imposing the re- 
quirement for establishing new procedures in suc A organizations. It 
was not intended that the specific functional exemptions contained 
in the original act should form a pattern for future exemption of all 
similar functions. 

Nevertheless, since the date of approval of the Administrat 
Procedure Act, three laws have been specifically added to the list of 
exemptions in section 2 (a) of the act, and seven other laws have been 
exempted in whole or in part from the act, as enumerated in section 2 
of this bill (S. 1770). These added eo have not been con- 
sidered by the Committees on the Judiciary in either House of Con- 
gress, Which handled the ee Precehnn Act itself, but 
instead have been inserted in bills which have been handled by other 
committees. Generally spe acai these added exemptions have not 
been Saati to the specific attention of the committees handling such 
bills, have not — made the subject for consideration in hearings 
on those bills, and, in the broadest sense, have not been ee 
by those committees. Examination of the several committee reports 
accompanying the bills providing these added exe mptions disclose no 
explanatory basis for the granting of such exemptions. The iieien 
statement appears in Senate Report 31, Kightv-first Cor 
session, regarding the exemption contained in the Export Control Act 
of 1949, at page 6: 


There is continued a limited ex 


iwress, first 





( } ir ( 
Act. By section 7, provision is made that section 3 a ( public informa- 
tion requirement) of the Administrative Pro l \ all be applicab! ( 
export control program in view ‘of the tem porars character of this legislation and 
its intimate relation to foreign policy and nat \ - rd 
with the policy expressed in section 2 of the Ac li \ Proce \ f. 
Other temporary regulatory activities authorized s e that act have granted 
comparable exemptions. Examples of such are contained in e Sugar Control 
Extension Act (50 U. S. C. App. 981-985); Housing and Rent Act of 1947 (50 
U. S. C. App. 1881-1884, 1891-1902); Veterans ] reencey H f Program 
(50 U. S. C, 1821-1833); War Housing Insurance Act (12 U. S. C. 1738, 1739 
1743, 1744). The essential safeguards of consultatior ith the tra in pro- 
muleating requiati and of an opportunity to be heard on appeal from hard- 
ship, are obtained throuch the afore-mentioned 1 Ol 1 (4 und 
existing agency procedures for review and appeals from licensing and compliance 


actions, 


In addition, there was a statement in House Report 2987, Eighty- 
first Congress, second session, regarding the exemption of deporta- 
tion proceedings before the Immigration and Naturalization Service 
contained in the supplemental appropriation bill for 1951, as follows 


7 


(pp. 13-14): 


Immiaralion and Naturalization Servi ce. salaries a 7 ernenece The supple- 
menta! amount of $3,980,000 was requested by t Bureau of the Budget + 


provide the Immigration and Naturalization Service with additional heari 
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examiners and supporting personnel to enable the Service to comply with the 
requirements of the Administrative Procedure Act of 1916 in deportation hearings. 
The recent decision of the United States Supreme Court in the case of Wong 
Yang Sung v. McGrath (339 U. 8. 33), held that deportation proceedings before the 
Immigration and Naturalization Service are subject to the provisions of the 
Administrative Procedure Act. Language is proposed which will allow the 
Immigration and Naturalization Service to proceed in deport*tion hearings in the 
same manner as before the decision in the Sung case. The ado; ti m of this 
languace will obviate the necessity of making the supplemental appropriation 
requested, thus saving the sum of $3,980,000 for the remainder of this fiscal year. 
In this connection, there was testimony before the committee to the eTect thet if 
the Immigration and Naturalization Service is required to follow the Adminis- 
trative Procedure Act in deportation hearings the added cost may eveniually 
run as high as 25 to 30 million dollars. 

Furthermore, the absence of explanatory matter from the committce 
reports on bills containing exemptions from the Administrative Pro- 
cedure Act has not been rectified by explanation in debate, for these 
exemptions have found their way into law with nothing more than 
passing mention on the floor of either House of Congress. 

In view of the broad and general application intended for the Ad- 
ministrative Procedure Act, it is apparent that the successive granting 
of exemptions to certain administrative operations from the terms of 
the act serves only to chip away the framework of what wes intended 
to be a uniform structure of safezuards for the citizen in his dealings 
with Federal administrative agencies. The argument of emergency 
necessity for such exemptions hes been overstated in the absence of 
careful examination, for the Administrative Procedure Act was pre- 
pared with cognizance of emergency requirements and provided 
therefor. It need only be noted, for example, that section 4 (2) of the 
act, which is concerned with rule-making, provides that the require- 
ments of that section shell not epply “in any situation in which the 
agency for good cause finds that notice and public procedure thereon 
are impracticable, unnecessary, or contrary to the public interest.” 
Similar exe eptions: are contained elsewhere in the act to meet the public 
interest in time of emergency, as the exigencies of ihe situation may 
require. 

The economy argument in behalf of these added exemptions is also 
subject to criticism upon close examination, upon the ground that it 
has been overstated. Towever that may be, it is more important 
to note that when the Administrative Procedure Act was enacted it 
was recognized that additional cost was being added to the exnense 
of government, but that the benefit to be derived from a uniform 
system of administrative procedure would far outweich the added 
cost. Furthermore, it is a basic American concept that the cost of 
insuring justice under law is worth whatever it may cost. 

The Administrative Procedure: Act is a fundamental enactment. 
Shortly after it came into being Senator Smith of North Carolina, 
then president of the American Bar Association, reflected the wice 
recognition of its fundamental importance when he said: 


For our day the Administrative Procedure Act is in many ways 2s important as 
the Judiciary Act of 1789 was in the founding of our Federal Government, 


In the first 5 years that this act has been in foree it has become 
apparent that it ‘has done much good, and also that the greater por- 
tion of its beneficial effect is yet to be fe It. Nonetheless, the Congress 
has acted, during those formative years under the act, to narrow 


rad ALSO NWATA TEE ANMarrarTemp antiue monrensesce sam 




















AMENDING THE ADMINISTRATIVE PROCEDURE ACT 5 


its scope by granting the exemptions which this bill seeks to repeal. 
That the time is ripe to halt this trend, and to take the necessary 
steps to restore full vigor to the Administrative Procedure Act by 
repealing those exemptions, is illustrated by a statement of a promi- 
nent speaker before the Southwestern Regional Convention of the 
American Bar Association in April of this year, as follows: 


% 


Five years of experience under the Administrative Procedure Act demonstrates 








that the bar cannot rest on its oars and assume that with the adoption of that 
act everything needed to curb arbitrary, capricious, ant oppressive action by 
Federal administrative agencies was accomplished. Seuttling of the b 3 
of the act, insofar as emergency agencies are concerned, at the 1 

those agencies have or are getting ready to expand their control so as to aff 
directly or indirectly nearly every person in the Nation is already an accomplished 
fact. * * * ‘This experience demonstrates the necessity for a - 
lance * * * to prevent congressional nullification of the act. 


The Administrative Procedure Act answered an urgent need for 
improvement in the administration of justice by prescribing fair 
adininistrative procedure, by the enactment of a formula upon which 
opposing social and politic ‘al forces came to rest only ae 10 vears of 
intensive study, inquiry and consideration. While it was hailed as a 
bulwark against unfairness in the procedure of educa agencies that 
bulwark has been weakened ies time the Congress subsequently 
has assented to another exemption from the provisions of the act. 
It is the underlying purpose of this bill to restore the strength of that 
bulwark by repealing those exemptions and, thereby, reinstate the 
broad coverage of the act in its original ‘form. 

The bill provides that, should it be enacted, it shall not be construed 
to invalidate, or to require any change in, any proceedings conducted 
by or before any Federal agency commenced prior to its effective date 
which, as provided, would be the thirtieth day following the date of its 
enactment. 

For the foreroing ressons the committee recommends favorable 
consideration of the bill (S. 1770). 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIIT of the Rules of the 
Tlouse of Representatives, changes in existing law made by this bill 
are shown as follows (existing law in which no change is made is 
printed in roman; omitted matter is printed within black brackets; 
the new matter is printed in italics 

(1) Act of June 11, 1946 (60 Stat. 237 


Sec. 2. As used in this Act— 

(a) Acency.—‘‘Agency”? means each authority (whether or not within or 
subject to review by another agemcy) of the Government of the United States 
other than Congress, the courts, or the governments of the possessions, Terri- 
tories, or the District of Columbia. Nothing in this Act shall be construed to 
repeal delegations of authority as provided by law. Except as to the require- 
ments of section 3, there shall be excluded from the operation of this 
Act * * * {[(4) functions which by law expire on the termination of 
present hostilities, within any fixed pe riod thereafter, or before July 1, 1947, and 
the functions conferred by the following statutes: Selective Train ing an d Service 
Act of 1940; Contract Settlement Act of 1944; Surplus Property Act of 1944.] 
(4) the functions conferred by the gs tig staiutes: the Universal T' ining and 
Service Act; the Contract Settlement Act of 1944; and the Surplus Property Act 


of 1944. 
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(2) Act of August 8, 1946 (60 Stat. 910, 918): 


[Sec. 302. Section 2 (a) of the Act of June 11, 1946 (Public Law 404, Seventy- 
ninth Congress), is amended by striking out the period at the end thereof and 
inserting a semicolon and the following: ‘‘and the Veterans’ Emergency Housing 
Act of 1946.”J 


(3) Act of August 10, 1946 (60 Stat. 978, 993): 


[Sec. 601. Section 2 (a) of the Act of June 11, 1946 (Public Law 404, Seventy- 
ninth Congress), is amended by striking out the period at the end thereof and 
inserting a semicolon and the following: ‘‘and the Veterans’ Emergency Housing 


Act of 1946”.] 
(4) Act of March 31, 1947 (61 Stat. 35, 37): 


[Sec. 6. (a) Section 2 (a) of the Administrative Procedure Act, as amended, 
is amended by inserting after “Surplus Property Act of 1944;” the following: 
“Sugar Control Extension Act of 1947;”.] 


(5) Act of June 30, 1947 (61 Stat. 193, 201): 


[Sec. 210. Section 2 (a) of the Administrative Procedure Act, as amended, is 
amended by inserting after ‘Selective Training and Service Act of 1940;”’ the 


following: ‘Housing and Rent Act of 1947;’.] 
(6) Act of March 30, 1948 (62 Stat. 93, 99): 


[Sec. 301. Section 2 (a) of the Administrative Procedure Act, as amended, is 
arsended by inserting after ‘‘Housing and Rent Act of 1947” the following: “, as 
amended’’.J 


(7) Act of July 15, 1947 (61 Stat. 321, 323): 


[sec. 5. The functions exercised under title III of the Second War Powers 
Act, 1942, as amended (including the amendments to existing law made by such 
title), and the functions exercised under section 6 of such Act of July 2, 1940, as 
amended, shall be excluded from the operation of the Administrative Procedure 
Act (60 Stat. 237), except as to the requirements of sections 3 and 10 thereof.J 


(8) Act of March 31, 1948 (62 Stat. 101, 108): 


[Sec. 16. Functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act except as to the requirements of 
sections 3 and 10 thereof.] 


(9) Act of February 26, 1949 (Public Law 11, SIst Cong.) 


[Sec. 7. The functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act (60 Stat. 237), except as to the 
requirements of section 3 thereof.J 


(10) Act of October 27, 1946 (Public Law 421, 81st Cong.): 

Sac. 3. * * * 

[(i) The functions exercised under authority of this Act shall be excluded from 
the operation of the Administrative Procedure Act (60 Stat. 237) except as to 
the requirements of sections 3 and 10 thercof.J 


(11) Act of September 8, 1950 (Public Law 774, 8ist Cong.): 


Sec. 709. [The functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act (60 Stat. 237) except as to the 
requirements of section 3 thereof.J]) Any rule, regulation, or order, or amend- 
ment thereto, issued under authority of this Act shall be accompanied by a state- 
ment that in the formulation thereof there has been consultation with industry 
representatives, including trade association representatives, and that considera- 
tion has been given to their recommendations, or that special circumstances 
have rendered such consultation impracticable or contrary to the interest of the 
national defense, but no such rule, regulation, or order shall be invalid by reason 
of any subsequent finding by judicial or other authority that such a statement is 
inaccurate. 
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(12) Act of January 12, 1951 (Public Law 920, 81st Cong. 

[Sec. 305. During the period of such emergeney, the functions and duties 
exercised under this Act shall be excluded from the operation of the Adminis- 
trative Procedure Act (60 Stat. 237), except as to the requirements of section 3 
thereof.] 

After initial consideration of this bill, the Senate committee directed 
that expressions of views be obtained from the Federal agencies whose 
functions would be affected, and subjected to analysis by the com- 
mittee staff. The staff memorandum, together with the agencies’ 
views are printed hereafter as an appendix to this report. 





APPENDIX 
Juty 27, 1951. 

Memorandum re S, 177 

At the committee meeting held on July 24, 1951, further consideration of 8. 
1770 was deferred for a period of 2 wecks, in order to afford the members of the 
committee an opportunity to study the several Ietters from various Federal 
agencies expressing the views of said agencies regarding the anticipated effect of 
S. 1770, if enacted. In this connection, the undersigned staff member was 
requested to prepare a memorandum summarizing his statement before the com- 


mittee concerning said letters, which is here submitted. 


At the outset it should be noted that, upon the advice of the committee counsel, 
a proposed amendment has been prepared which would delete subsection (10 


of section 2 (a) of the bill, dealing with the exemption of proceedings relating to 


the exclusion or expulsion of aliens conducted by the Immigration and Naturaliza- 
tion Service of the Department of Jusice. This matter is being dealt with, more 
properly, in 8. 716, an omnibus bill to revise the immigration and nationality la 

which is also pending before the committee. Such amendment of 8. 1770 effec- 
tively meets the suxgestion of the Deputy Attorney General in the Department 
of Justice letter, which letter is generally addr ito a discussion of subse 1 


(10) of section 2 (a) of S. 1770. 

Generally, the several agency letters present an argument that compliance 
with Administrative Procedure Act requirements, as would be necessitated 
enactment of S. 1770, would result in such time-consuming delays as to seriously 
hamper the agency operations under the statutory functions affected by 38. 1770, 
which are now exempted in varying degree from said requirements. 

This arzument was anticipated, and it was expressly stated, at the time th 
agencics were requested to state their views on 8. 1770, that the committee de- 
sired information concerning the possible utilization of the exceptions basically 
provided in the Administrative Procedure Act, to meet the exigencies of emerg- 
ency situations, in place of the express exemptions from the act which would be 
repealed by enactment of S. 1770. Generally, again, it does not appear from the 


agencies’ responses that there has been any real attempt to proceed from their 


D\ 











basic arzument and meet this point with comprehensive discussion. 

The Administrative Procedure Act was designed with cognizance of emergency 
situations and, therefore, provides various exceptions and exemptions from i 
specified procedures when a certain functional operation or exigeney requiri 
expeditious process. For instance, section 4 of this act, dealing with rule-making 


procedure (with which most of the agencics are primarily concerned in assuming, 
arguendo, enactment of S. 1770), provid s at the outset that the procedural re- 
quirements shall not apply to those matters involving ‘“‘any military, naval, or 
foreign affairs function of the United States.” Further, subsection 4 (a), relat 
ing to notice of proposed rule making, provides that said subsection shall not 
apply “* * * in any situation in which the agency for good cause finds (and 
incorporates the finding and a brief statement of the reasons therefor in the rules 
issued) that notice and public procedure thereon are impracticable, unnecessary, 
or contrary to the public interest.” Continuing in section 4, subseetion 4 (e 
requiring publication of a rule 39 days prior to its effective date, contains an ex- 
ception thereto where the agency provides Olicrwise ‘upon good cause found and 
published with the rule.” 











W 
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In addition to the various exceptions and exemptions provided within the 
Administrative Procedure Act, that Act also contains certain limitations which 
restrict its application. This is succinctly observed in the memorandum prepared 
by Mr. Hale, Assistant Solicitor of the Department of Commerce, with reference 
being made to the Defense Production Act of 1950 and the Export Control Act 
of 1949, as follows: 

“At the outset it should be noted that repeal of the exceptions would not affect 
the Department’s operations under these two acts insofar as sections 5, 7, 8, 10, 
and 11 of the Administrative Procedure Act are concerned. 

“Section 5, Adjudication, would not apply because it is limited to cases of 
adjudication required by statute to be made on the record after opportunity for 
an agency hearing. Neither of the two acts contains such a requirement. 

“Section 7, Hearings, section 8, Decisions, and section 11, Examiners, would 
not apply because they are limited to cases where hearings are required by statute. 
Neither of the two acts requires hearings. 

“Section 10, Judicial Review, would not apply because it contains an exception 
for cases where agency action is by law committed to agency discretion. The 
authority to regulate exports under the Export Control Act of 1949 and the 
authority to allocate and to take other action under the Defense Production Act 
of 1950 are committed by those statutes to the President’s discretion.” 

The Secretary of Commerce, in his letter, has gone beyond the basic argument 
of the agencies in opposition to enactment of S. 1770, and has made a point con- 
cerning possible misconstruction of the purpose underlying the (assumed) repeal 
of the express exemptions through enactment of 8. 1770. 

This point, as amplified by Mr. Hale in conference, is that (1) the act vests 
certain discretion in the agencies to invoke exemptions provided in the act; 
(2) Congress subsequently provided “blanket exemptions,” more or less, for 
certain statutory functions committed to those agencies; (3) repeal of the ‘“‘blanket 
exemptions” may serve to prejudice, in any future judicial review of an agency’s 
action to invoke an exemption under the basic act, interpretation of the legislative 
intent regarding use of the discretionary exemptions from the requirements of 
the act. To meet this point, proposed amendments to the bill and the proposed 
committee report have been drafted (and are attached hereto) for the purpose of 
avoiding such possible misinterpretation. ‘The proposed amendment (addition) 
to the report would expressly state an intention to simply reinstate the original 
form and application of the Administrative Procedure Act, as though the “blanket 
exemptions’’ had never been granted. 

With regard to the deficiency of the agency letters in failing to point up specific 
examples of anticipated disadvantageous results to agency operations if 5. 1770 
is enacted, as averred hereinabove, attention is directed to the Office of Price 
Stabilization letter. Therein Mr. DiSalle has summarized, by way of example, 
several situations encountered by OPS in which expeditious action has served 
admirably to dispose of matters ‘‘where a 30-day delay would have interfered 
with necessary production and distribution of items important to military and 
civilian needs or would have perpetuated a hardship situation and impeded 
normal operations of industry.”’ This statement quoted from Mr. DiSalle’s 
etter has reference to the rule-making procedural requirements of section of 
the act; the statement prompts agreement but it also prompts the suggestion 
that in such situations as Mr. DiSalle described the basic exemptions in section 
4 could properly be invoked to negate the delay inherent in meeting the require- 
ments of that section. 

By its own terms the Administrative Procedure Act is not intended to apply 
in circumstances of emergency. With particular reference again to section 4 of 
the act, it only requires in these circumstances that the agency shall incorporate 
in the rule a finding of good cause, and the reasons therefor, “‘that notice and 
publie procedure thereon are impracticable, unnecessary, or contrary to the public 
interest.” None of the agency letters set forth any substantial hardship in meet- 
ing such requirement, however. The Senate report on the Administrative 
Procedure Act verifies an intent to require only the exercise of reasonable discre- 
tion by the agencies in waiving requirements of the act for good cause shown, 
and it would seem, therefore, that the requirement of making a finding to support 
such waiver raises no substantial impediment to expeditious action, where such 
is necessary. (See S. Rept. No. 752, 79th Cong., Ist sess. (1945); S. Doc. 248, 
79th Cong., 2d sess., pp. 199-201.) 

Minor statements in two agency letters are in error, and may be removed 
from consideration. In the letter from the Office of the Housing Expediter it is 
pointed out, on page 2 thereof, that pending legislation contemplates making 
said Office a part of the Economic Stabilization Agency. Thereby the functions 
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under the I! Rent Act of 1947 (the exemption of would be 
repealed 2 1) and of 8S. 1770) would be istered by 
the latter A . At pi t of the said letter it is asserted that repeal of the 
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Sincerely 
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~ 
~ 
nN 

~T 

bs, 


Hon. Ps IcCARRAN, 


Chairman, Commitice on t! } eM. 


My DEAR SENATOR MecCarran: ‘1 is in response to your letter of July 9, to 
which you attached a cor ential committee print dated July 7, 1951, of S. 1770 


Your letter states that to facilitate the work of the committee on this bill it is 


H. Rept. 2133, S2-2 = 
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requested that we submit our views regarding the anticipated effect of section 2 (a 


1), (2), (4), and (5) of the bill, if enacted, upon the operations of the Office of the 
Housing Expediter under the laws affected by said provisions of the bill. 

Section 2 (a) of 8. 1770 provides that all laws or parts of laws enacted prior to 
‘date of the approval of 8. 1770, which granted exemption from the provisions 
of the Administrative Procedure Act, are repealed and specifically repealed are 
ection 210 of the Housing and Rent Act of 1947 and section 301 of the Housing 
and Rent Act of 1948. As vou know, the Housing and Rent Act of 1947, as amend- 
ed, 1s the ba aw under which the Office of the Housing I xpediter now operates. 


Sections 210 and 301 have the effect of exempting the operations of this Office 


| of the Administrative Procedure Act exee pt section 3 and the effect, there- 
of S. 1770 would be to eliminate this exemption 





the considered opinion of this agency that to eliminate this exemption 

\ i uuslvy hamper the operations of this Office under the functions of the 
H and Ri Act of 1947 amended. It would critically image the 
of this agency in its efforts to combat inflation, and, if enacted in its 


form, S. 1770 would require substantial revision of the Housing and Rent 











l le a » historv of the Administrative Procedure Act indicates that one 

| he act was to provide for the publication of information, 

r opinions, orders, and pu » records and other materials concerning the 

atiol and functions of Governmen agencies so that the publie would 

be properly informed. Chest quiremen ire set out in s¢ n 3 of the Adminis- 

tra » Procedure Act and under the present exemption under whi this Office 

One! es, there is no e emption from tl ( i Irements ney has, 

t e, complied and omplving, with th ts in section 3, among 

other things, by pub] ‘ation the Federal Re; ole by pres ea , by special 
collations of the re ations and laws, etc. 

\ vou | yw, ur le legisiation which the Senate has alreadv passed (Ss. 1717) 

and under legislation now being considered in the House 1) if enacted 












LW, Office of the Housing Expediter will become f the Economie 
Stabilization Agency and a part of the general defense ization effort. In 
compliance W & request of the Office of Defense Mobi ization, we are in the 
process of preparing for publication, in abstract form, all OHE orders, regulations, 

nd forms in effect. In cooperation with the Director of the Federal 

| ! ) ion of Natior ives and Records Services, a periodical is to 
i ) poss li in a single place in abstract form, all 

re wtior di ns, and forms issued bv all agencies of the Govern- 

( I : the Defense Production Act, together with pertinent 
ion as to responsible organizational units, report filing dates, ete. Every 

effort, thus, is currently being made to make available to the public as much 

( is possible. 

Anot he of the Administrative Procedure Act pertains to the 
ce rule making), adjudication, hearings, and review of 
i cy ppear from the legisletive history that the intention 


‘ting the Administrative Procedure Act was to provide 





er ng in many instances extended periods of time, more 
a t agencies rather than for temporary emergency agencies 
ch as the Office of the Housing Expediter. House Report 1980, May 3, 1946, 


Seventy-ninth Cor ss, states, among other things, that in the various hearings 
| {1 over a period of vears on bills culminating in the Administrative Procedure 
itted ora] or written 
agencies were all permanent agencies as distinguished from 


. } 
te norar emervencyv agencies. 








\ me 35 ( ‘ ent agencies were consultea and subm 


led such agencies as the Depart- 

Civil Service Commission, Federal 

Reserve System, Federal Security lederal Trade Commission, Depart- 

nent of Labor, Federal Communications Commission, Treasury Department, and 

similar agencic p. 1201, 1946 U. S. Code Congressional Service) In addition, 

tive Procedure Act exempts functions which by 

aw expire on the termination of present hostilities or within a fixea period there- 

after, or before July 1, 1947, and at the time of enactment specifically exempted 

the Selective Tr i and Service Act of 1940, Contract Settlement Act of 
1944, and t Surpl Property Act of 1944 





section 2 (a) of the Administra 





] 


The major function of this ageney is the administration of Federal rent control, 
a function which was previously administered under the Emergency Price Control 
Act of 1942. This act was exempted from the Administrative Procedure Act 
under the specific terms of section 2 (a) since it expired prior to July 1, 1947; 
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It should be pointed out also that the Economie Stabilization Agency, which 
operates under the Defense Production Act of 1950, is also exempted from the 
Administrative Procedure Act (by see. 709, Public Law 774, 8lst Cong.). As 
mentioned above, S. 1717 as passed by the Senate, and H. R. 3871, now pending 
in the House, both direct that the functions und 








r the Housing and Rent Act of 
1947 be administered by the Economie Stabilization Agency. An obvious in 
consistency would result, therefore, if the present exemption in the H and 
Rent Act were eliminated. 

For the foregoing reasons, it is submitted that the climination of the present 
exemption of the Housing and Rent Act of 1947, as amended, ¢ 
section 210 of the Housing and Rent Act of 1947 and section 301 of the Jlousing 





i containe d Ih 
and Rent Act of 1948, would not be for the best national interests during this 
period of emergency and we, therefore, respectfully request that it not be 
eliminated. 

S. 1770 also provides, in section 2 (a) (1) and (2), for the climination of the 
exemption for the Veterans Emergency Housing Act of 1946. This act expired 
on December 31, 1947; however, this Agency is charged with the enforceme: 
violations which have occurred under that act. Some of such enforcement 
actions are now pending. It would seem inadvisable at this period, therefore, to 
remove the exemption for the Veterans Emergency Housing Act of 1946. 

We shall, of course, be pleased to submit any additional information you may 
request. 

Sincerely yours, 








DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 12, 1951 
Hon. Par McCarran, 
Chairman, Senate Judiciary Committee, 
United States Senate. 
Deak SENATOR McCarran: Mr. Clair Nelson of the staff of vour committee 
has asked the Department of Agriculture for its views on the bill to amend the 


Administrative Procedure Act and eliminate certain exemptions heretofore made 

The bill is known as 8. 1770. An expression of our views will be confined to the 

bill as it affects the programs of this Department 
The affected programs of the Department are the Sugar ¢ rol Extensior 


Act of 1947, title III of the Second War Powers A he I:xport Cont Act of 
1949, the International Wheat Agreement Act of 1949 ithe Defense Productio1 


Act of 1950. ‘These programs are now exempt from the operat of the Adminis 
trative Procedure Act by virtue of specific provisi of sul tive islation, 
except that section 3 of the act is applicable to all progra d secton 10 i 
applicable to the first two programs mentioned above. These t sections of the 


Administrative Procedure Act relate respectively to publication and judicia 
review of administrative action. 

The Sugar Control Extension Act of 1947 has expired by its own terms. The 
program of the Department under title III of the $ nd War Powers Act i 
confined to restrictions on the importation of fats and oils and rice and rice 
products under an extension of the act by Public Law 590, Kighty-first Congress, 
and Public Law 69, Eighty-second Congress. The Export Control Act of 1949 
is administered by the Department of Commerce: The Department of Agricul 
ture is vitally interested, however, insofar as agricultural commodities are affected 





The Department of Agriculture is authorized to regulate imports and exp of 
wheat under the International Wheat Ag nent Act of 1949 y 1 necessary to 
effectuate the purposes of that act. The Department also exercises important 


functions under the Defense Production Act of 1950 w respect to food, including 
allocation, priorities, and requisitioning. 


The departmental programs under all of these statutes, except the International 
Wheat Agreement Act of 1949, are of such a nature as to require expeditious 





emergency action of the promotion of the national defense and frequently involv: 


the military needs of the Nation. The Administrative Pr lure Act itself con 
tains substantial exemptions therefrom of administrative func ns related to the 
national defense. The reasons for exemptions are just as compelling today a 
they were at that time. ‘Lhe application of the meticul procedural require- 


ments of the Administrative Procedure Act to programs of this nature can only 
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and consequent 


f 


be productive of serious delay in the inaugura 
impairment of mobilization for def 


The functions under the Wheat Az ent Act of 1949 are international in 
nature, and may involve emergen: ‘ fol ea evement of the purpose 
of the agreement. Jor exam] ( ul \ anv delay in imposing 
export or import restrictions may make ! h a diversion of wheat 
to nonagreement countries : ) pa ol ul \a n to carry out 


its obligations under the agr 
Sincerely yo 


Hon. Par McCarran, 
Char nan. Com liee oO 
United States Senate, Vb 
DearR Mr. CHAIRMAN: In a t from vour committee 
staff for the views of 7 { nd th 
Administrative Procedure A¢ and therefrom; we 
have reviewed the effect of the | { s activities ler the 
Export Control Act of 1949 and t 1) i Act 1950 Enclosed 
is a copy of a memorandum from the & ! the matter 
In the light of the considerati t re m, I recommend 
that the exceptions for the Exp ( \ t l ! Production Act 
should not be repealed. Most of t ild not be applicable 
peal: to this « t essar) 








even with the re} 
The chief effect whi pea 
ment would be to ca t doubts 1 t I of t Office of Inter- 
national Trade and the National P: \ ler section 4 of the Ad- 
ministrative Procedure A 
In my judgment the regulati cies are so intimately 
related to the foreign px nd nt that they should 





be excepted from the Administrati I for most part they 
would be excepted under provisions of | militarv, naval, and 
foreign affairs functions, ever he pr the act were repealed 


For example, stopping shipments to ¢ ( and 1 ating shipments 


to the Soviet bloe and to other nsshipments might be 
made, are, in my judg C4 ry ¢ ct The same is 
true of allocations of ma 1a { ipporting industries, 
and to friendly foreign el unee program and 
other similar program 

Under section 4 the req ment o } 1ived where it is 
impracticable or contrary to t] ! nt of a 30-day 


waiting period may be waiy fo 

If the present except 3 were repe: ( nal Trade and 
the National Producti Au tv we ey lired in the 
interest of national securi to ‘ ) ( ! n the majority 
of cases. I shoul g e } 
and intent of the repeal of the « 1 i be following the 
original provisions of the Admi A In addition to this 
unfortunate result, there is t ! might result, as 
to the effect of the repeal on 1 e} 1 and fe rn affairs fur 
tions. Such litigs 1 mig f 
export control and allocat S 

It would seem far better, in the « 4 ry statutes, so inti- 
mately related to foreign | and to continue the present 
policy of providing specifie exce} 

I am in complete sympat \dministrative 
Procedure Act. In mv ad rat | ( ! ree generally, 
and in particular in my administr: ! rity delegated to 
me under the Voluntary Agr \ rt Control Act and 
the Defense Production Ac t, hay need for giving the 
maximum consideration to the 1 sa \ ials, businesses 
and industries affected by our action irgenucy of the situation 
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at hand. Without consultation with the persons affected by orders and regula- 
tions, and without an opportunity for them to present their views on the proposed 
action, ill-considered and ineffective orders and regulations are likely to result, 
which may do more harm than good. 

But, as you are aware, and as the Administrative Procedure Act specificalls 
recognizes, matters which involve foreign policy and the national security must 
at times be handled without all the formal procedural steps which peacetime 
activities require. Even in these matters, consultation with the persons affected 
is desirable, but a more limited and less public form of consultation is appro 
priate. 

The Office of International Trade and the National Production Authority have 
been very active in consulting the industries affected by their regulations, through 
the industry advisory committees established in those agencies, as provided under 
the Export Control Act and the Defense Production Act, and through consulta- 
tion with trade associations and individual businessmen. On the basis of my 
experience under the voluntary agreement program in 1948 and 1949, and under 
the Export Control Act and the Defense Production Act, it is my conviction that 
such consultations provide an effective means of assuring, and they have in fact 
assured, the essentials of due process to the industries affected by the orders and 
regulations of the Office of International Trade and the National Production 
Authority. 

In view of the request that these comments be submitted by July 16, 1951, we 
have not been able to obtain the advice of the Bureau of the Budget on the relation 
of S. 1770 to the program of the President. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


MEMORANDUM 
Juty 16, 1951. 

To: Secretary. 
From: Matthew Hale, Assistant Solicitor. 
Subject: S. 1770. 

The Senate Committee on the Judiciary has requested the views of this Depart- 
ment concerning 8. 1770, a bill to amend the Administrative Procedure Act, and 
eliminate certain exceptions therefrom. 


The bill would eliminate the exceptions from the Administrative Procedure 
Act which have previously been made by th: Congress with respect to activities 
under a number of statutes. Of the statutes so amended, this Department is 


now exercising authority under two, the Defense Production Act of 1950, and 
the Export Control Act of 1949 (the provision in section 5 of the Second Decontrol 


Act of 1947 which the bill would repeal is no longer applicable so far as the func- 
tions under section 6 of the act of July 2, 1940, as amended, are concerned, because 
that act has been superseded by the I:xport Control Act of 1949). Consequently 


these comments, which have been prepared on the basis of information furnished 
by the Office of International Trade and the National Production Authority 
will be limited to the effect of the bill upon this Department’s activities under 
these two acts. 

These exceptions from the Administrative Procedure Act were made after careful 
congressional consideration. In the case of the Export Control Act of 1949, 
there was discussion of the need for the exception in the hearings on 8. 548 (hear- 
ing of the Senate Banking and Currency Committee on S. 548, 8lst Cong., Ist 
sess., pp. 182-184, 199-201). The report of the committee specifically reviewed 
the matter and expressed the committee’s reasons for granting the exception 
S. Rept. No. 30 to accompany 8. 548, S8lst Cong., Ist session). In the House of 
tepresentatives, a motion was made to eliminate the exception, which was 
rejected (Congressional Record, February 17, 1949). The reports of the House 


and Senate Banking and Currency Committees on the Defense Production Act 
specifically pointed out the proposed exceptions from the Administrative Pro- 
cedure Act (H. Rept. No. 2759, to accompany H. R. 9176; S. Rept. No. 2250, to 
accompany 8. 3936; 81st Cong., 2d sess.). 

The Department’s activities under these two acts are now subject to section 3 
of the Administrative Procedure Act, relating to public information. The bill 
would make no change in this requirement. 
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At the outset it should be noted that repeal of the exceptions would not affect 
the Department’s operations under these two acts insofar as sections 5, 7, 8, 10, 
and 11 of the Administrative Procedure Act are concerned 

Section 5, Adjudication, would not apply because it is limited to cases of adjudi- 
cation required by statute to be made on tl 
agency hearing. Neither of the two acts contains such a requirement 

Section 7, Hearings, section 8, Decisions, and section 11, Examiners, would not 
apply because they are limited to cases where hearings are required by statute 
Neither of the two acts requires hearings 

Section 10, Judicial Review, would not apply becau contains an exception 
for cases where agency action is by law committed to ag discretion. The 
authority to regulate exports under the Export Control Act of 1949 and the 
authority to allocate and to take other action under the Defense Production Act 
of 1950 are committed by those statutes to the President’s discretion, 

Sections 6 and 9 would be made applicable to the Department’s operations 
under these acts. In the actual operations of the Department, however, no 


rd after opportunity for ar 








| 
change would be made, because it appears that every requirement of those sec- 
tions is already complied with Manv of these pr ms restate existing lav 





Attorney General’s Manu: l 
and pp. 88-92). The right of a person compelled to appear before the OIT o1 
the NPA to representation by counsel! is recognized, as he privilege of obtainir 





copies of transcripts of testimony in compliance proceedings and appeals, except, 
of course, that copi of documents containir nformation classified from the 
point of view of military security are not made available; ne anctions or orders 
are issued, and no reports are required or investigati« are made, except to the 


extent authorized by statute and by delegation thereunder; and, unless downward 
adjustments of allocations of materials previously granted, because of changing 
conditions, are considered revocations of licenses, it can be said that licenses are 
not revoked without giving due notice and an opportunity to be heard 

The effect of the repeal of the exception from section 4 is not clear. The 
repeal might accomplish nothing; i i 
Department’s functions under these acts; or it might result in such uncertainty 
and litigation that the achievement of objectives of the acts might be seriously 
hampered. 

Section 4 requires advance notice of rule-making, by pul ition in the Federal 
Register, with an opportunity to the public to make comments, and a 30-day 
waiting period before orders and regulations become effect 

There are two kinds of exceptions: First, all military, naval, or foreign affairs 
functions are excepted from the entire section; second, the advance notice may be 
waived if “impracticable, unnecessary, or contrary to the public interest and 
the 30-day waiting period may be waived pon good cause found and published 
with the rule.” 

Both the Export Control Act of 19 and the Defense Production Act of 1950 
involve, to a very considerable extent, military, nav ind foreign affairs func- 
tions. 





EXPORT CONTROL ACT O} 


“* * * the quantity of United States exports and their distribution among 
importing countries * * * have an important bearing u the fulfillment 
of the foreign policy of the United States” (section 1 

“* * * the unrestricted export of materials wit! t regard to their potential 


military significance may affect the national security = 

“Sec. 2. The Congress hereby declares that it the policy of the United 
States to use export controls to the extent necessary dette b) to further the 
foreign policy of the United States and to aid in fulfilling its international 
sponsibilities; and (c) to exercise the necessary vigilance over exports from the 
standpoint of their significance to the national security.” 


DEFENSE PRODUCTION ACT OF 


“Tt is the intention of the Congress that the P lent shall use the powers 
conferred by this Act to promote the national defense, by meeting promptly and 
effectively, the requirements of military programs in support of our national 
security and foreign policy objectives * * *.” 
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For example, the determination of what materials, if any, may be permitted 
to go to Communist China or the Soviet bloe or to other destinations from which 
they might be transshipped, and the allocation of materials to military orders, to 
defense supporting industries and to the Mutual Defense Assistance Program and 
similar objectives, clearly involve military and foreign-affairs funetions. The ap- 
propriateness of an exception from the Admi rative Procedure Act on this 
basis in the case of the Export Control Act was recognized by the Senate Com- 
mittee on Banking and Currency in its report on 8. 548: 

“By section 7, provision is made that section 3 ne (the public information 
requirement) of the Administrative Procedure Act ll be applicable to the ex- 
port-control program in view of the tempor: character of this legislation and 
its intimate relation to foreign policy and national security” (8S. Rept. No. 31, to 
accompany 5. 548, 8Ist Cong., Ist sess 

Accordingly, even if this exception were repealed, it appears probable thet most, 
if not all, of the Department's activities under the Export Control Act of 
1949 and the Defense Production Act of 1950 would be relieved from the require- 
ments of section 4 by reason of the provision for military, naval, and reign 
affairs functions. 

The second class of exceptions from section 4 covers those cases where notice and 
public procedure are “impracticable, unnecessary, or contrary to the public 
interest’ or where there is ‘“‘good cause” to waive the 30-day waiting period. The 
effect of the proposed bill on the operations of this Department would also depend 
on the extent to which use was made of these exceptions. 

More than 40,000 applications for controlled material allotments for the third 











quarter were received under the NPA controlled plan: 18,000 to 20,000 
export license applications are received each w by the Office of International 
Trade. These applications cou not practicably be subjected to the public 
notice requirements and the 30-day waiting period. In any event, it appears 


that these actions would be exempted from section 4 on the ground that they 
constitute “‘licenses”’ rather t : 

Most of the orders and regulations of general applicability issued by OIT and 
NPA, however, would be classed as “rules”? under the Administrative Procedure 
Act. As indicated above, these regulations involve military, naval, or foreign 











affairs functions to a greater or Jesser extent. Most of them must of necessity be 
issued without any 30-day waiting period. > a delay in the issuance of an 
export control regulation would ri ca defeat the purpose of the regulation. 
A foreign purchaser, whether in a friendly tion or in an unfriendly nation, might 
well acquire a 2 or 3 vear supply of a rial if he had 30 days advance notice. 
The same is true in the case of the allocation iterials in this country. A 30- 
day warning would in many cases give hoarders and speculators an opportunity 
to take advantage of the situation, and the materials needed by military and 
defense supporting industries would | bv t] me the order became effective. 

In the majority of cases, therefor he OIT a he NPA would be compelled 
to say that there was good cause to ( \ }0-day waiting period before 
their orders and regulations becat j 

The basic purpose of the public no r nt in the Administrative 
Procedure Act is provided for in the Exp Contr \ und the Defense Produc- 
tion Act by the requirement of consu \ he affected industries, through 
industry advisory committees and other ( is Was expressly recognized in 
the report of the Senate Banking and Currency Committee on §. 548 mentioned 


above: 
“The essential safeguards of consultation with the trade in promulgating regu- 
lations, and of an opportunity to be heard on appeal from hardships, are obtained 





through the afore-mentioned provisions of the b tb) and existing as ency pro- 
cedures for review and appeals from lic: ng and compliance actions.’ 
Sections 701 (b) and 709 of the Defense Production Act contain provisions 





for consultation with industry in issuing regulations and orders comparable to 
those of section 4 (b) of the ‘ | Act As of June 6, 1951, 387 industry 
advisory committees had been forme PA, and 407 committee meetings had 
been held. 

Full information concerning committees was fur- 
nished to the Senate Banking and Currenev Committee in connection with the 
hearings on 8S. 1397, Lightv-second Congres e pp. 875-885, pt. 1, hearings on 
S. 1397, 82d Cong., Ist sess 

In the majority of cases, therefore, the OIT and the NPA could say that the 
necessity for giving formal public notice had at least been minimzied by the prior 
consultation with industry advisory committees. Jn many cases also, the reasons 


~ 





A. 
— 
- 
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which would preclude the 30-day waiting period would require a waiver of t 
public notice requirements on the basis of the public interest. 

The exceptions provided in section 4 of the Administrative Procedure 
military, naval, and foreign affairs functions and for cases where formal publication 
would be impracticable or contrary to the public interest or where there would be 





good cause to waive the 30-day waiting period, would make it possible to prevent 
much of the delay and the frustration of the objective f the act h might 


otherwise occur. These exceptions might, in fact, be used to nullify completely 
the effeet of the repeal of the present exception. 









But if it should be necessary to make extensive use of these exceptior ! 
section 4, it would seem more appropriate to call this necessity to the atter I 
of the Congress, and to request that the present exceptions be continued for 
these two temporary statutes which are so closely related to the nationa 
and foreign policy. 

This would avoid the appearance of acting contrary to the purpose and intent 
of the repeal of the exception, and it would also a i probable litis n over the 


effect of the repeal, litigation which might well hamper the effectiveness of the 


‘culations and orders during its pendency. 


EXECUTIVE OFFI OF THE PRESIDENT, 
OFFICE oF Det \NIOBILI ION 


J. G. Sourwine, Esq., 
Counsel, Senate Judiciary Committee, 





Senate Office B ting, Washington 25, DC 
My Dear Mr. Sourwine: Pursuant to the telephone conversation between 
Mr. Nelson of your staff and Mr. Guggenheim of this office I hay requested 


agencies carrving out the major functions under the Defense Produ n Act te 
furnish your committee their comments regarding the effect that S. 1770 wou 
have upon their operations. 


Since this office is concerned primarily with the mobilization policy and has 
no direct operating functions, it does not generally issue rules and regulations to 
the public. Therefore, it sould not be directly affected by the repeal of the 


i 
exemption to the Administrative Procedure Act now granted by section 709 of 
the Defense Production Act 
If I can be of any further assistance, please call upon me. 
sincere vou! 


RCiy VOUT 


Ropotro A, Correa, General Counsel. 


DEFENSE TRANSPORT ADMINISTRATION, 


} hington J j a1. 
Mr. J. G. Sourwine, 
United States Senate, Wash ington, Ey 
Dear Mr. Sourwine: This is in response to your telephonic request through 
the Office of the General Counsel of the Office of Defense Mobilization for our 
comments upon 8. 1770, Lighty-second Congress, first session. Owing to the 
brevity of time accorded us to present our comments, we have | unable to 





devote to the subject that degree of study and thought which it meri 

By the repeal of the first sentence of section 709 of the Defense Production Act 
of 1950, as proposed in 8. 1770, the rule making and adjudication functions in the 
administration of that act would become subject to requirements « f the Adminis- 
trative Procedure Act (10c. cit., see. 12) to the extent of their applical \ 
Discovery of the extent of applicability is in itself not an easy task. ‘There have 
been few helpful judicial decisions to mark the limits of the reach of the act the 
terms of which are not alwavs readily understood. The Supreme Court in 
Wong Yany Sung v. McGrath (339 U.S. 33), alludes to the ambiguity of its text 
and the complexities of the administrative proceedings it is designed to affect. 
The history of Riss Co. v. The United States (341 U. 8. 907) before the Interstate 
Commerce Commission and the courts illustrates the uncertainty. Subjection of 
Defense Production Act functions to the Administrative Procedure Act will be 
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productive of perplexing legal problems and their attendant delays in the taking 
of actions for the national defense. 

With respect to rule making under the Defense Production Act, it appears that 
the contemplated repeal would subject that process to the requirements of both 
section 709 of that act requiring consultation with industry and trade associa- 
tion representatives and section 4 of the Administrative Procedure Act requiring 
advance public notice and opportunity for public participation, unless in each 
case the defense agency is able to find and state that consultation or notice and 
public procedure are impractical, ete. It would seem that satisfaction of the 
requirements of one or the other of these two acts would suffice to carry out the 
congressional intent. It would, at the same time, reduce delay and expense in 
rule making. 

In those cases in which the agency would have to meet the requirements of 
section 4 of the Administrative Procedure Act with respect to notice of rule 
making and participation therein by interested persons, there is little doubt that 
more delay and expense would be involved than is the case with respect to con- 
sultations with industry and trade representatives. Furthermore, consultation 
is usually accomplished through industry advisory committees whose composition 
is provided for in section 701 (b) of the Defense Production Act with an assurance 
of the participation of small business which would not be assured if the rule- 
making process of the Administrative Procedure Act were followed. 

Vith respect to adjudication, there is a distinet possibility that if the conduct 
of functions under the Defense Production Act is subjected to sections 5, 7, and 8 
of the Administrative Procedure Act, the courts may come around to the view 
that the denial of permits required by regulations issued in the administration 
of title I (priorities and allocations) must be predicated upon agency hearings 
conducted in accordance with those sections. That such a possibility is not 
remote despite the provision in the first clause of section 5 is reasonably deducible 
from the opinion of the Supreme Court in the Wong Yang Sung case, and its 
decision in the Riss case. The courts might well conclude that denial of a per- 
mit required, for example, for a private activity upon private property could not 
constitutionally be made without affording an opportunity for a hearing and 
further, that such a hearing must, because of the provisions of the act, be accorded 
by the agency rather than by the courts. In such event, it would be necessary 
to set up a staff of hearing examiners pursuant to section 11 of the act and accord 
a full-fledged agency hearing comparable to that of a court. Were such a 
possibility to become reality, the discharge of the emergency responsibilities 
arising from the Defense Production Act would undoubtedly be hampered, slowed 
down, and rendered more costly. 

Very truly yours, 
Francis A. Strver, General Couns 


WaGe STaBILizATION Boarp, 
Washi gton, dD. oa J ily 16, 1 I5 1, 
Mr. J. G. Sourwine, 
Counse i Se nale Committe eon the Ji dic rary, 
Senate O flice Buildty q; Wash ington Re. 20.3, 

My Dear Mr. Sovurwine: I understand that the Committee on the Judiciary 
is considering 8. 1770, which would remove the exemption from the Administrative 
Procedure Act now provided in certain statutes. The Defense Production Act, 
for example, the statute under which this agency operates, contains such a pro- 
vision. Section 709 of that act provided as follows: ‘The functions exercised 
under this Act shall be excluded from the operation of the Administrative Pro- 
cedure Act (60 Stat. 237) except as to the requirements of section 3 thereof’. 

An amendment of section 709 of the Defense Production Act would apparently 
not affect the status of the Wage Stabilization Board under the Administrative 
Procedure Act. This is because the Board falls within an exemption in the Admin- 
istrative Procedure Act itself. Section 2 (a) of the act provides as follows: 
“Except as to the requirements of section 3, there shall be excluded from the 
operation of this Act (1) agencies composed of the representatives of the parties 
or representatives of the organisations of the parties to the disputes determined 
by them * * *,’ Inasmuch as the Board is composed of representatives 
of the public, labor, and business and industry, it seems to fit the terms of the 
statute, 
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: 
The Railroad Retirement Board, which has a similar tripartite comp: 
Was expressly mentioned as an example of the coverage intended by secti 2 in 
the legislative history of the Administrative Procedure Act, (H. Rept. Ne SO 
79th Cong., 2d sess., p. 19; 92 Congressional Record 2152, 5649 AK 
Administrative Act was not intended to, and d extend to ag ‘ ; 
of representatives of the parties involved i program which the age a 
isters. 
Furthermore, other sections of t Ad t Procedure A ! t 
terms would exclude this age Sectio ‘ \ 1 
the Board, inasmuch as \ | ) ure | 
determined on the record after oppor heat 
Section 4 (b) contains a like pro app »> the Boar 
to rule making. The inapplical t and ( fee. 
11 inapplicable. Finally 10 pr 1D | 
preclude judicial revi or (2) a \ ww ed ( 
discretion.” Board enfor re i i 1 ] I ict ) 
wage adjustment or ot ror ( | 
lative history of the Dx Pre \ 0 I 
sional intention to re Ove we al 1 
review. And sections 402 ind 40 1) Act « 0 
ndicate that enforcement re ' 
ment or other relief are com i 
Without the exemption of se ) 2 \ A Proc \ 
Sec mn 700 of the De fi nse Pre ( \ 3 1 











its pr aust \ rative lure A 
This would require the Board | ul R 
at least 30 dave before prop Ly mid are ( 
interested parties an opportu \W Board 
hearings before j mia fou 
the daily a lministrat of t i a t t I 
of these requireme! ‘ It 1 | i 1] 
ceptions, when ‘The Ag 1 
pul ic procedure thereo 1 i ( a ( ‘ 
publie interest.”’ 
~ Tf there is any further a a i i 
not hesitate to Iet us Ww. 
Yours very truly, 
i 
i > 7 
| a 
Hon. Par McCarra: 
Senate Office B HW" Dp 

DEAR Senator McCarr \I ] ’ 
effect on the operations « Oy ] a ‘S 1770 
prese v inder cor ler ! - J I ( I 

At prese ( TOU 1) P Act of 0 ¢ 
OPS from the r el f Ad ra Proce \ 
ti of the publication pr | of s §. 1770 re 
and make it necessary that OVS ] I ( » all the p 
Administrative Procedure Act 

Briefly, S. 1770 wo require OPS, before i price re it ( 
ment, to file in advance with the Federal R r 1 I pr 
regulation or amendment, or a description of e sub s and 1 
It would require OPS to “afford interested persons an opportunity to ] t 
in the rule making thre subml of writ te lata, \ or arg 
All relevant matter presented would the have ) consi 1, after w a 
reculati mn could not no allv become effective l 30 avs r ) 

In my opinion adoption of S. 1770 would adverse affect the entire price- 
control program without at the same time adding to anv significant extent to the 
rights granted by the Defense Product Act of 1950 to per bic or 
affected by price regulations It would impose time-consuming procedures upon 
a program which, because of its emergency nature, must be both flexible and im- 
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mediately responsive to constantly changing economic pressures. My con- 
clusions are based on the following reasons: ; 

In many instances the number of persons affected by OPS price regulations is 
so great and their interests so varied that it would be entirely impracticable to 
give everyone an opportunity to participate in the rule making. Many OPS 
regulations affect thousands if not tens of thousands of sellers. Indeed, CPR 7 
dealing with retailers of consumer goods involves at least 1,500,000 sellers. 
Similarly, CPR’s 14, 15, and 16 cover thousands of food wholesalers, chain stores, 
grocery stores, and food markets. Directly or indirectly these regulations affect 
wagon wholesalers, health food stores, delicatessens, food departments of de- 
partment stores, food mail-order houses and food brokers. CPR 11 affects the 
many thousands of persons and firms who operate restaurants. To permit all 
such sellers to participate in the formation of regulations or amendments through 
submission of ‘written data, views, or arguments’? would hamstring the issuance 
of proposed regulations or amendments. 

In Bowles v. Willingham (321 U. 8. 502), the Supreme Court pointed out that 
a requirement for hearings for thousands of landlords before any rent-control 
order could be made effective might have defeated the program of rent control. 
The Court stated: 

“National security might not be able to afford the luxuries of litigation and 
the long delays which preliminary hearings traditionally have entailed.” 

The Defense Production Act of 1950 affords ample safeguards for those affected 
by price regulations. The Defense Production Act already provides for all 
practicable consultation with persons affected by price regulations. Section 404 
of the Defense Production Act requires the President insofar as practicable to 
establish and advise and consult with industry advisory commitiees. And in 
order that industry advisory committees reflect varving points of view, section 
701 (b) requires that in their formation, fair representation shall be granted 
independent small, medium, and large business enterprises. As a general rule, 
before a price regulation is adopted the views of industry advisory committees, 
trade associations, and industry representatives are obtained. All varying points 
of view are carefully considered by OPS before a regulation is issued. 

The Defense Production Act also insures the right of adminisirative and 
judicial review of price regulations. Any person subject to a price regulation may 
file a protest objecting to that regulation. Action on the protest must be taken by 
OPS within a reasonable time. As a matter of right, any protestant may obtain 
oral argument before a Board of Review which then makes written recommenda- 
tions to the Director of Price Stabilization. 

Any person aggrieved by a denial of a protest may file a complaint in the 
Emergency Court of Appeals seeking reversal of the Director’s order. If the 
complainant fails to get relief in that court, he may petition for certiorari to the 
Supreme Court, which is required by statute to give priority to cases arising 
from the Emergency Court of Appeals. 

The Senate Banking and Currency Committee in reporting out the Export 
Control Act of 1949 exempted operations thereunder from the Administrative 
Procedure Act principally because “‘the essential safeguards of consultation with 
the trade in promulgating regulations, and of an opportunity to be heard on appeal 
from hardship, are obtained through the afore-mentioned provisions of the bill. 
* * *” (S. Rept. 31, 8lst Cong., Ist sess.) These considerations apply with 
even greater force to price-control operations. 

The requirement that 30 days must elapse before a regulation or amendment 
could become effective would delay the effective date of price actions necessary to 
facilitate normal operations of industry. In many cases amendments to price 
regulations must become effective immediately after issuance. Such action may 
be necessary (a) to stimulate immediate production, (b) to relieve hardship situa- 
tions, and (c) to meet seasonal conditions and needs. <A 30-day delay, coupled 
with a requirement of advance notice and an opportunity for submission of indi- 
vidual views, might well destroy the ability of OPS to take necessary action in 
such cases, L 

For example, the Office of Defense Mobilization on July 13, 1951, advised OPS 
that an immediate price adjustment was necessary in order to give an additional 
incentive for increased production of machine tools which are essential to the de- 
fense effort. Three days later on July 16 GOR 15 was issued which became effec- 
tive on the same date modifying price controls for manufacturers of machine tools 
to the extent necessary to give them the incentive to expand their production for 
essential needs. Immediate action under such circumstances was clearly neces- 
sary. A 30-day waiting period on the other hand would have delayed the placing 
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of contracts with machine-tool builders for that length of time. Such a delay 
would be most unfortunate in view of the importance of machine tools to the 
defense effort. 

It was necessary similarly to take immediate action to exempt sales to Gov- 
ernment agencies of tungsten concentrates processed from ore produced outside 
of the United States. Tungsten is one of the strategic materials vitally needed 
in the defense program. OSA informed OPS that an exemption from ceiling price 
regulations for tungsten concentrates was urgently needed in order that the stock 
piling prograin not be impeded. Five days later on May 1, OPS issued GOR 9 to 
become effective on the same day exempting from price control sales to Govern- 
ment agencies of tungsten concentrates processed from ores produced outside of 
the United States. 

Frequently immediate action is necessary to relieve sellers from a squeeze or 
hardship situation. Normally the Administrative Procedure Act would make such 
immediate action impossible. For example, industry representatives advised 
OPS that the margins of flour millers under the general ceiling price regulation 
were not sufficiently broad to enable them to absorb increased grain costs and 
that substantial hardship would follow unless OPS took immediate action to 
enable them to establish ceiling prices bearing a normal relation to their base 
period raw material costs. Immediately upon receipt of this information OPS 
not only made a survey which confirmed these statements but issued a regulation 
effective 2 days later alleviating this situation. 

In connection with CPR 7 retailers, particularly of furniture, urgently requested 
a change in rule 4 of that regulation to eliminate substantial hardships and 
squeezes. On June 18 OPS issued amendment 7 to CPR 7 rectifying this situa- 
tion. This amendment became effective on the date of issuance and enabled 
furniture dealers to proceed with their business at the annual show and conven- 
tion then in progress. 

Similarly immediate action was necessary so that retail coal dealers could be 
relieved from a squeeze caused by an authorized increased ceiling on coal prices 
at the mine. A regulation was accordingly issued on February 2, effective on 
February 3. Any delay would have not only disrupted the retail coal industry, 
but would have cut off supplies while a large part of the heating season remained. 

Immediate action was likewise necessary to alleviate a price squeeze on tide- 
water coal dock dealers. To rectify this situation a regulation was issued Feb- 
ruary 14 to become effective February 15. Delay would have had serious con- 
sequences on numerous industrial power plants in New England which were 
reliant on the dealers affected by this regulation. 

Frequently it becomes necessary to take immediate price action to prevent an 
imminent shortage of a commodity caused by seasonal and other factors. For 
example, OPS ascertained that an emergency adjustment in the ceiling price of 
cottonseed meal was necessary to prevent an imminent shortage of this important 
commodity. Accordingly SR 31 to the CCPR was issued on June 1 to become 
effective June 6, 

These are only a few of the many situations encountered by OPS where a 30- 
day delay would have interfered with necessary production and distribution of 
items important to military and civilian needs or would have perpetuated a 
hardship situation and impeded normal operations of industry. 

Sincerely yours, 


Micuaet V. DiSatwe. 


FEDERAL Civit DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 


Washington 25, D. C., July 16, 1951. 
Hon. Patrick A. McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 

Dear Senator McCarran: In accordance with the committee’s telephonic 
request of July 1, 1951, there are submitted herewith the views of this Adminis- 
tration relative to S. 1770, Eighty-second Congress, a bill to amend the Adminis- 
trative Procedure Act, and eliminate certain exemptions therefrom. 

Briefly, the purposes of the bill are: 

1. To amend clause (4) of section 2 (a) of the Administrative Procedure Act, 
as amended, to read as follows: 

““ (4) the functions conferred by the following statutes: the Universal Military 
Training and Service Act; the Contract Settlement Act of 1944; and the Surplus 
Property Act of 1944,’ ” 
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3: Ta repeal all laws or parts of laws heretofore enacted which grant exemption 
from the provisions of such act, including section 305 of the Federal Civil Defense 
Act of 1950. 

_The comments of this Administration will be limited to section 2 (11) of the 
bill, which is the provision which would repeal section 305 of the Federal Civil 
Defense Act. 

At the present time, section 305 of the Federal Civil Defense Act, which will 
expire on June 30, 1954, or on such earlier date as may be prescribed by concurrent 
resolution of the Congress, reads as follows: : 

“Sec. 305. During the period of such emergency, the functions and duties 
exercised under this Act shall be excluded from the operation of the Administra- 
tive Procedure Act (60 Stat. 237), except as to the requirements of section 3 
thereof.” 

A review of the legislative history of our act discloses that section 305, supra, 
was (1) enacted by the House of Representatives, (2) deleted by the Senate, and 
(3) reinstated by the conferees of the two Houses. The chairman of the Senate 
conferees, Senator Kefauver, in discussing on the floor of the Senate the reasons 
for such reinstatement, gave the following explanation: 

“Section 305 as contained in the House bill was reinstated in its entirety. This 
section merely excludes during an emergency the requirements of the Administra- 
tive Procedure Act with the exception of the requirement for publication. Care- 
ful study of the requirements of this act indicated no area where the conferees 
believed that the Administrator should be impeded by the requirements of this 
act. Of course, neither of these sections applies other than during a civil defense 
emergency as defined in title IIT. 

“On December 28 the chairman of the conference committee received a very 
cogent letter from the senior Senetor from Nevada (Mr. McCarran) which was 
fully considered. In that letter the Senator from Nevada pointed out that the 
Administrative Procedure Act, by its own terms, was not supposed to applv under 
unusual circumstances, but the conference concluded that during a time of emer- 
geney the Civilian Defense Administrator should not have to make the particular 
finding that he could not apply the sections of the Administrative Procedure Act, 
and therefore, decided to reinstate the provision exempting the Administrator 
from the Administrative Procedure Act during a time of emergency” (p. 17272, 
daily Congressional Record, January 2, 1951). 

In our opinion, the foregoing statement sets forth sound reasons for retaining 
the provisions of section 305 of our act. Accordingly, we are unable to recom- 
mend favorable consideration of section 2 (11) of S. 1770. 

Due to the urgent request of the committee for a report on this measure, there 
has not been suflicient time to ascertain from the Bureau of the Budget the rela- 
tionship of the proposed legislation to the program of the President. We will 
advise you later if it is determined that the proposed legislation is in accord with 
the President’s program, 

Sincerely, 
MILLARD CALDWELL. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., July 138, 1951, 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to the teleplionic request from your 
committee for the views of the Department of Justice relative to the bill (S. 1770) 
to amend the Administrative Procedure Act, and eliminate certain exemptions 
therefrom. 

Insofar as applicable to this Department the bill would repeal the paragraph 
headed “General provisions, Department of Justice” in chapter IIT of the Supple- 
mental Appropriation Act, 1951 (Publie Law 843, 81st Cong.). That paragraph 
reads: “Proceedings under law relating to the exclusion or expulsion of aliens 
shall hereafter be without regard to the provisions of sections 5, 7, and 8 of the 
Administrative Procedure Act.” : . 

From the very inception of Federal regulation of immigration, it has been 
recognized that the power to exclude or to expel aliens is a necessary attribute of 
national sovereignty. The Chinese Exclusion case (130 U, 8. 581, 603); Fiku v. 
United States (142 U. S. 651, 653, 659, 660); Lem Moon Sing v. United States 
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(158 U. S. 538, 548). In its most recent expression on the subject the Supreme 
Court stated in Knauff v. Shaughnessy (338 U.S. 537, at 542): 

“The exclusion of aliens is a fundamental act of sovereignty. The right to do so 
stems not only from legislative — r but is inherent in the executive power to 
control the foreign affairs of the Nation.” 

It must be borne in mind that immigration procedures are de mone “to secure 
the prompt, vigorous action contemplated by Congress.” The Japanese Immi- 
grant Case (189 U,8., 86, 101). While the Supreme Court in W ong Yang Sung v. 
McGrath (339 U. 8., 33), pointed out that deportation hearings must conform 
with current concepts of fairness, it must not be overlooked that because of their 
nature, immigration proceedings must be resolved expeditiously. See Tang 
Tum v. Edsell (223 U.S. 673). 

Since the constitutional command of due process requires that determinations 
in expulsion cases must be rendered only after a fair hearing, it is evident that a 
respondent in such proceedings is protected by sturdy safeguards. It seems hardly 
open to question that the established procedures in the deportation process meet 
high standards for fair dealing. Under the present pr: orp each alien against 
whom deportation proceedings are brought is given notice of the charges against 
him and full opportunity to meet those charges. Generally, a is permitted to 
remain at liberty on moderate bail while the charges against him are being con- 
sidered. He is entitled to a full and open hearing at which the evidence against 
him is offered. He may be represented by counsel and may cross-examine oppos- 
ing witnesses. He can testify and offer proof on his own behalf. In appropriate 
cases he can apply for certain discretionary remedies which may forestall or alle- 
viate the deportation order. Any decision against him must be based on evidence 
in the record, and he is afforded es for administrative appeals to the 
Commissioner of Immigration and Naturalization and the Board of Immigration 
Appeals in the event of an adverse decision. (See 8 C. F. R., pts. 150-152.) It 
seems evident that this procedure is scrupulously fair and affords no justifiable 
basis for complaint. Of course, deviations from accepted standards of fair play in 
an individual case can be dealt with, as they always have been, by the courts in 
habeas corpus proceedings, 

The invocation of the Administrative Procedure Act requirements in deporta- 
tion hearings would saan no greater assurance of a fair hearing. Its principal 
effect ultimately would be to insist on the assignment of two examiners—one to 
prosecute and the other to adjudicate—in each deportation ease, regardless of 
how simple the issues may be. In approximately 95 percent of deportation cases 
the only issue is whether the alien entered without proper documents or whether 
he has overstaved the allotted period of his temporery admission, and the faets 
are generally uncontested. In such cases the additional procedures would hamper 
effective administration and would impair its flexibility, without supplying any 
compensating advantage. 

The utter futility of these added procedural limitations is exemplified in the 
Wong Yang Sung case (339 U. 8S. 33), in which the Supreme Court held that 
deportation hearings had to conform with the procedural requirements of the 
Administrative Procedure Act. Sung concededly was a seaman who had jumped 
his ship and who was in the United States illegally. His case was heard by a 
deportation examiner who necessarily ruled that he was subject to expulsion, 
On appeal to the Commissioner of Immigration and Naturalization and the Board 
of Immigration Appeals, Sung did not contest the finding that he was deportable 
but requested merely that he be given certain discretionary relief. In attacking 
the order of deportation in the courts, Sung did not question his amenability to 
deportation but urged only that the case should be sent back to the administrative 
authorities so that two examiners could be assigned to its prosecution and consider- 
ation and that the hearing examiner should be selected under the Administrative 
Procedure Act. It was not suggested that such an examiner, operating under a 
more restrictive procedure, could have arrived at any different conclusion 

Following the Sung decision, the Immigration and Naturalization Service sub- 
mitted a request to Congress for additional appropriations of approximately 
$4,000,000 in order to comply with the Administrative Procedure Act. When 
Congress considered the request it learned that there were thousands of immigra- 
tion cases in which the issues are quite simple and can be resolved expeditiously 
by a single examiner, without resort to the dual-examiner system or to the 
tracted process commanded by the Administrative Procedure Act. (As a matter 
of fact in @ small minority of cases involving narcotie violators, subversives, 
criminals, prostitutes, procurers, and mental defectives, present immigration pro- 
cedures and practices do provide for the assignment of two examiners, one to 
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present the Government’s case and the other to hear the evidence and make a 
determination. (See 8 C. F. R. 151.2 (f).) It has been found, however, that the 
provisions of the regulations requiring a hearing officer and an examining officer 
serve no useful purpose in cases based on criminal or narcotic charges, there being 
in the majority of such cases little contest by the alien once a prima facie case is 
established on the basis of a record of conviction.) Congress also ascertained that 
there was urgent need for flexible, inexpensive, and’ effective administration in 
dealing with the vast numbers of Mexican nationals who cross the border illegally 
each year. The enforcement officers who apprehend hundreds of thousands of 
such illegal entrants annually have fashioned satisfactory procedures to return 
almost all of them, with their consent in writing, quickly to their homeland with- 
out the need for conducting a formal hearing in each case. However, if the pro- 
cedural limitations of the Administrative Procedure Act were to govern such cases, 
many of such illegal entrants soon would learn of the opportunities for extended 
delay afforded by the new procedures. In insisting upon their full legal rights they 
doubtless would increasingly demand that such hearings be conducted in their 
cases. This prolonged process would afford them no advantage, other than the 
opportunity for delay and would necessitate the expenditure of enormous sums to 
provide such futile hearings. 

If only 25 percent of such persons demanded formal hearings, it has been esti- 
mated that the additional cost might well total $25,000,000 annually as against 
a total present proposed budget for the Immigration and Naturalization Service 
for 1952 of $36,000,000. 

Faced with the prospect of such vast commitments, Congress directed that pro- 
cedures for the exclusion and expulsion of aliens shall not be subject to the Ad- 
ministrative Procedure Act—Public Law 843, Eighty-first Congress, second 
session—approved September 27, 1950. In doing so, it evidently concluded that 
no alleged benefit to the alien could justify the expenditure of such huge sums of 
money. Additionally, it evidently expressed the view that the current processes 
for the exclusion and ejection of undesirable aliens furnished every reasonable 
assurance of fair dealing and that the formalized procedures demanded by the 
Administrative Procedure Act had no place in such processes. 

It is the view of this Department that the determination of what procedures 
should be provided for hearings in immigration cases should be made in consider- 
ing the whole problem of immigration as proposed in the pending omnibus bill 
(S. 716) to recodify and revise the immigration and nationality laws. That bill 
in its present form provides in sections 236 (a) and 242 (a) that immigration 
proceedings shall not be subject to the procedural requirements of the Adminis- 
trative Procedure Act. 

In recent years Congress has been deeply concerned with strengthening the 
immigration statutes in relation to subversives, criminals, and violators of the 
narcotics laws. The Internal Security Act of 1950 commanded the invocation of 
stern measures against these groups. The omnibus bill proposed penalties of 
even greater severity. And the Kefauver committee urged that additional 
sanctions be directed against aliens engaged in criminal activities. There should, 
therefore, be no weakening of the enforcement of the immigraton laws; and 
there are more ways than one by which procedures may preserve all essential 
rights and privileges and assure fairness. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
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submitted~the 
following ee i 


Mr. Coorry, from the Committee on Agriculture, 


REPORT 


lo accompany 8. 36 


The Committee on Agriculture, to whom was referred the bill (S 
1536) to stabilize the economy of dependent residents of New Mexico 
using certain lands of the United States known as the North Lobato 
and El Pueblo tracts, originally purchased from relief program fund 
and now administered under agreement by the Carson and Santa Fe 
National Forests, to effect permanent transfer of these lands, and for 
other purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass 

The purpose of this bill is to transfer to the Forest Service of the 
Department of Agriculture title to 91,820 acres of land in New Mexico 
which is how the property ol the New \Iexico Rural Rehab litation 
Corp. The property has been administered by the Forest Service, 
under agreement with the State ageneyv, for the past several years 
and the proposed transfer of tithe will be made at the request of and 
with the consent of the State of New \Lexico 

The lands in question are grazing lands which wet 
character at the time they were purchased during the ] | 
by the Government, on behalf of the New Mexico Rural Rehabilita- 
tion Corp., with funds made available in the Federal Emergene 
Rehef Act of 1933. 

In the entire period since their purchase, the lands have been 
administered by the Secretary of Agriculture, pursuant to an agres 
ment entered into with the New Mexico Rural Rehabilitation Corp 
In 1937. 


Under the provisions of the Rural Rehabilitation Corporation 
| 

Trust Liquidation Act the assets of these corporations must b 

liquidated One of the authorized methods of disposing of sueh 


assets is their transfer to the Federal Government for permanent 
management, which is the method selected h 
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The lands are currently being used for grazing by a large number 
of small grazing permittees. The Forest Service has indicated its 
intention of continuing this grazing policy on these lands. 

Hearings were held by the committee on H. R. 4236 by Mr. 
Fernandez, of New Mexico, which is identical to the Senate bill 
1536) reported herewith except for clarifying and technical amend- 
ments relating to 116 acres of public domain land suggested in -— 
letter of the Acting Secretary of Agriculture regarding H. R. 423¢ 

Approval of the legislation is recommended by the Departme nt of 
Agriculture in a letter which is appended hereto and made a part of 
this report. The Bureau of Land Management of the Department of 
the Interior has indicated it also concurs in the proposal to transfer 
to the Forest Service. Also appended is a letter from the Chief of the 
Forest Service setting out the policies under which the lands will be 
operated if they are transferred to that agency. 


DEPARTMENT ” , RICULTURE, 
Washington, D. C., January 29, 1952 
Hon. Haroup D. Coo.tey, 
Chairman, Committee on Agriculture, House of Re presentatives, 

Dear Mr. Coo.ey: This is in response to vour letter of June 9, 1951, requesting 
a report from this Department on H. R. 4236, a bill to stabilize economy of dé 
pendent residents of New Mexico using certain lands of the United States known 
as the North Lobato and EI Pueblo tracts, originally purchased from relief pro 
gram funds, and now administered under agreement by the Carson and Santa Fe 
National Forests, to effeet permanent transfer of these lands, and for other 
purposes. 

This bill if enacted would authorize and direct the Secretary of Agriculture, 
with the consent of the New Mexico Rural Rehabilitation Corp., to transfer and 
convey to the United States, not later than May 3, 1953, certain lands in the 
State of New Mexico acquired for the purposes of rural rehabilitation and now 
administered by the Secretary of Agriculture, as successor to the Administrator 
of the Resettlement Administration, under an agreement of transfer with the cor- 
poration dated 9 av 16,1937. The land thereupon would be administered under 
the laws and regulations applicable to acquired national forest lands, with due 
regard to reve purposes for which the lands were originally acquired by the United 
States, on behalf of the corporation, in its program of rural rehabilitation. Under 
section 3 of the bill, any mineral deposits owned by the United States within 
these lands would be subject to utilization under the Mineral Leasing Act of 
August 7. 1947 (61 Stat. 913: 30 U.S. C. 351) and section 402 of the President’s 


Reorganization Plan No. 3 of 1946 (60 Stat. 1099), as appropriate These au 
thorize the issuance of leases or permits by the Secretary of the Interior, with 
concurrence of the administering ageney, for utilization of minerals in lands ae 
quired by the United States Section 3 would become effective immediately 
upon approval of the bill. 

The land descriptions on page 3 of the bill include 116.03 acres of public domain 


which adjoins the acquired lands. Since the bill otherwise relates solely to acquired 
lands, we recommend that the descriptions be amended to eliminate such publie 
lomain, as follows: 


Page 3, line 12, strike out ‘“‘lot 1, Section 25;” 

Page 3, lines 17 and 18, strike out “lots 1, 2, 3, and 4, Section 36,” and place 
1 comma after ‘section 35.” 

Page 3, lines 23 and 24, amend to read ‘‘meridian, containing twenty-six thou 


sand four hundred sixty-four and forty-six one-hundredths acres, more or less 
In line 13 of page 3 a semicolon should follow ‘'26” instead of the comma 
This small parcel of public land, however, intrudes into the second described 
red tract and its administration in connection therewith is desirable to avoid 
fencing and other costs. It is recommended, therefore, that the bill be 
amended by adding, at page 4, an additional section as follows: 
s t. The following public domain lands are hereby reserved for adminis- 
trat ler the act of June 4, 1897 (30 Stat. 35,16 U.S. C., 1946 ed., sec. 475 
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as amended or supplemented: Lot 1, Section 25 and Lots 1, 2, 3, and 4, Section 36 
all in township 13 north, range 15 east, New Mexico principal meridian, 
116.03 acres, more or less.’’ 

We understand that such amendments have the approval of the Department of 
of the Interior. Enactment of H. R. 4236, amended as above, 
recommended 

The lands described in this bill are situated in two tracts The first-described 
tract, which is in Rio Arriba County and often referre ito as the Nort! Half | obate 
tract, includes 65,356 acres, more or less Of this area. about 13.725 


Is stron 


i °, o> aCTCS ATE 
predominantly pine timberland, about 34,640 acres are woodland type—mostly 
pinon pine and juniper, about 5,880 acres are grassland, about 9,150 acres are 
sagebrush, and the remainder is barren or semibarrenu It is estimated that abou 


3,000 acres of this tract can be successfully reseeded to forage grasses TI 
second-described tract in San Miguel County, known as E] Pueblo project, 
cludes 26,464 acres, more or less, of which about 16,000 acres is woodland an ! 
balance is grass. The 116 aeres of public domain above-mentioned adjoin t! 
acquired areas in this project and are similar in character 

These lands are suitable for grazing use, for the production of forest products 
from the timber types, and are quite important from a watershed standpoint 
The North Half Lobato tract is in the watershed of the Chama River and tt 
Pueblo project is in the watershed of the Pecos River, both tributaries of the R 


I i i 


Grande Conservative use of timber and forage is essential as overgrazing or 
other abuse could result in excessive erosion and water runoff, with conseq 
increase in the silt load carried by these streams 

The described lands were purchased by the Government on behalf of the New 
Mexico Rural Rehabilitation Corp. during the period 1939-42 with funds made 


vailable under the Federal Emergency Relief Aet of 1933 (48 Stat. 55), the act of 
February 15, 1934 (48 Stat. 551), and the aet of June 19, 1934 (48 Stat. 1055 
The North Half Lobato tract cost $73,000, and El Pueblo projeet cost $58,755 
The first mentioned tract was acquired subject to reservation by the vendor of 
minerals in certain parts of it. Gold, silver or quicksilver, however, were re- 
served to the United States in the patent 

These lands were acquired as part of an effort to give stability to the operations 
and to bolster the incomes of the nearby resident population. Phes people live 
on very small farms in the river valleys. Such farms through constant sub- 
division due to sales and inheritances had, at the time of purchase of the lands 
with which this bill is concerned, become so small that incomes therefrom were 
insufficient to support the people on them. Other sources of income were meager! 
or absent. Many families were wholly or partly dependent on publie relief pro 
grams. However, increased livestock production, with consequent increased 
income, appeared possible if the necessary range land could be assured these 
people on a permanent basis. The two tracts herein discussed were purchased 
to that end. These lands have since contributed substantially toward bettering 
economic conditions of the area. Last year the North Half Lobato tract furnish- 


ed about 1,500 animal-months (cattle and horses) of forage, the major part of 
which was used by 32 permittees having paid permits The Pueblo project 
furnished about 4,340 animal-months of forage to 23 permittees 

The described lands are now administered by the Secretary of Agriculture under 
he trust agreement with the corporation. Since 1947 the necessary field activi 
ties have been handled by the Forest Service as the problems involved and methods 
of management are similar to those on nearby national forests. Costs have beet 
met from funds of the corporation 

Under the provisions of the Rural Rehabilitation Corporation Trust Liquidation 
Act (Public Law 499, S8ist Cong.), upon receipt of an appropriate application 
meeting the requirements of that act, the Secretary is required to either transfer 
these lands to the New Mexico Rural Rehabilitation Corp. or to liquidate the 
lands and transfer the resultant funds to the corporation. The corporation has 
no administrative organization with which to protect and administer the lands 
under conservation practices. Sale of the lands would in all probability deprive 
the dependent people of their use, and would work a hardship on these people and 
create again the problems which these projects were designed to solve In 
recognition of these facts, the New Mexico Rural Rehabilitation Corp. has 
temporarily excluded these lands from its request, pursuant to Public Law 499 
for return of the corporation assets, and by resolution of March 29, 1951, has 
endorsed the legislative measures necessary to authorize permanent management 
by the Forest Service 

Enactment of H. R. 4236 will permit these lands to be given permanent status 


and management under the policies and regulations applicuble to acquired 
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national forest lands. It will assure continued use of the lands by the local 
people to whom such use is vital. Pursuant to section 2 of the bill, management 
will be with due regard to the purposes for which the lands were acquired. It is 
our understanding that this section does not contemplate special concessions in 
the matter of fees or land-use practices, but rather intends that the resources, 
and particularly the forage resources, shall, within the limits of sound and con- 
servationwise management, continue to be available to the people dependent 
upon them. This may involve the modification of certain requirements appli- 
cable to the grazing use of national forest lands, such as those for commensurate 
private property. Enactment of H. R. 4236 will also permit immediate use of 
any mineral resources the lands may contain, subject to reserved rights, under 
procedures which will protect the surface values of the properties. Utilization 
of minerals, if any, does not now appear authorized. 

The costs involved will be the pro rata costs of administering under national 
forest regulations the approximately 92,000 acres of lands, together with costs{of 
such reseeding, or other improvement measures as may he undertaken later. 
The lands can be effectively administered in connection with the Carson and 
Santa Fe Forests, re spectively. 

The Bureau of the Budget advises that from the standpoint of the program of 
the President there is no objection to the submission of this report 

Sincerely, 


(,. J. MeCormicx. Acting Secretary. 


UNITED StTaTeES DEPARTMENT OF AGRICULTURE, 
FOREST SERVICE, 
Washington, June 4, 1952. 
Hon, Harotp D. Coo.ery, 
Cha rman, Con mittee on Agri ult ve. 
House ol Represe ntatlives, 

Dear Mr. Coo.iry: This is in response to a request from Mr. Heimburger of 
vour committee staff for additional information relative to H. R. 4236, now before 
your committee. Mr. Heimburger requested information as to Forest Service 
policies relative to grazing use of the lands described in this bill, particularly by 
the holders of small grazing permits who now use the areas, should H. R. 4236 be 
enacted. 

\s noted in the Department’s report of January 29, 1952, these lands were 
acquired about 12 vears ago as part of an effort to give stability to the operations 
and holster the income of nearby residents who live on very small farms or ranches. 
Section 2 of H. R. 4236 specifies that, subject to adequate protection and con- 
servation of the soil and vegetative resources, the lands in question shall be 
administered with due regard to the purposes for which they were acquired. — If 
this bill is enacted, the Forest Service will, of course, comply with this provision. 

Forage conditions on the El Pueblo project of 26,580 acres appear good. Graz- 
ing permits for this area therefore appear to be on a stable basis and there are no 
plans for reductions in grazing use of the lands. Grazing on this project is 
handled through the El Pueblo Livestock Association, comprised of the per- 
mittees on the area, and this arrangement can be continued. 

The North Half Lobato grant (the other tract described in H. R. 4236), com- 
prising about 65,356 acres, is used seasonably by nearby residents who also use 
national forest lands at higher elevations. If H. R. 4236 is enacted, it is hoped 
to more closely integrate use of the Lobato grant with use of the national forest 


to achieve more balanced use of the two areas About 3,000 acres of this project 
is suitable for reseeding to forage plants, and if this were done considerable more 
forage would he available. Administration of these lands under laws applicable 


to national forests would allow such reseeding to be done We believe this 
project can be so managed and developed as to increase, rather than decrease 
forage available to local users. 

Chere is no policy or plan of the Forest Service which would result in eliminating 
a majority of the permittees on these areas, as has apparently been asserted. 
father, if H. R. 4236 is enacted, the Forest Service definitely plans to continue 
the present policies and objectives of taking care of local dependent inhabitants 
with small livestock permits to the full extent that available forage and protection 
of the soil resource all 


OWS 


At present these two areas are subject to the provisions of the Rural Rehabili- 
tation Corporation Trust Liquidation Act, Public Law 499 of the Fighty-first 
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Congress. his act requires that the Secretar ip recely 
application, either transfer the lands to the Ni Mi R 
Corp. or liquidate them and transfer the funds to the corporat \ 
this act must be taken by May 3, 1953. 

The Rural Rehabilitation Corporation has 1 


vhich to protect and administer the lands unde rva Sa 
the lands would in all probability deprive the dep 
there is little likelihood that they could pure | 
hardship on these people and create agai 
designed 10 SOLVE We by lie ve, theretore that t he IY y? t } } 2S 
Which will give these lands a stable status, offer the best assura 
remain available for continued use by the small farmers and livest . 
dependent upon them Both tracts have be vdmini re | I 
Service since 1047 Due to their proximi i 
administration can be given at a minimum of | 
We understand that the present users of the la ( 
of continued administration of these tra | ( I S ‘ rda 
with the principles of H. R. 4236 at recent heari Ni | ) tirma 
by Senator Chavez and at other times to their represe atives in ( 
Very sincerely, 
Ly ] \\ ( f 
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AUTHORIZING THE ESTABLISHMENT OF FACILITIES NECESSARY 
FOR THE DETENTION OF ALIENS IN THE ADMINISTRATION 
AND ENFORCEMENT OF THE IMMIGRATION LAWS 


JuNE 10, 1952 Committed to the Committee of the Whole House on the Staten 
of the Union and ordered to be printed 


Mr. Walter, from the Committee on the Judiciary, submitted the 
following 2 


REPORT 


(To accompany S. 1932 


The Committee on the Judiciary, to whom was referred the bill 
(S. 1932) to authorize the establishment of facilities necessary for the 
detention of aliens in the administration and enforcement of the 
immigration laws, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BIL! 

The purposs of the bill is to authorize the Attorney General to 
expend from the appropriation for the administration and enforcement 
of the immigration laws such amounts as may be necessary to estab- 
lish facilities for the detention of aliens who are illegally in the United 
States and subject Lo deportation 


GENERAL INFORMATION 


The authorization for the establishment of detention facilities set 
forth in the bill S. 1932 is identical with the language appearing in 
section 242 of the revision Measure, Ey. 5. 5678. which is now through 
conference. 

In view of the imminent need of suitable detention stations to 
permit the housing and processing of the large number of illegal 
entrants and bearing in mind that the effective date of the revision 
bill is set for 6 months after its enactment into law, the Immigration 
and Naturalization Service has urgently requested the consideration 
of the bill S. 1932 at this time. 
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The following letter addressed to the chairman of Subcommittee 
No. 1, Committee on the Judiciary, on May 19, 1952, expresses the 
views of the Commissioner of Immigration and Naturalization on the 
need for early enactment of the bill. 


May 19, 1952 
Hon. Francis WALTER, 
Chatr man, Subcommittee No. l, Hlouse Committer on the J udiciar oR 
Washington, >. €3. 


Dear Mr. CHarrMan: At the informal request of a member of your staff, I 
am pleased to furnish you with the reasons why it is desirable that S. 1932 
should be passed by the House at the earliest possible date 

As you are aware, the bill was originally introduced at the request of the De- 
partment of Justice. It is founded on the requirement that there shall be sub- 
stantive language upon which any appropriations made by the Congress may 
rest and in the need of providing the Immigration and Naturalization Service 
with the means for carrying out the last sentence of paragraph (a) of section 20 
of the Immigration Act of February 5, 1917, as amended by section 23 of the 
Internal Security Act of 1950 (64 Stat. 1010; 8 U.S. C. a That sentence 
provides that ‘The Attorney General is hereby authorized and directed to arrange 
for appropriate places of detention for those aliens whom he shall take into custody 
and detain. The section from which the foregoing sentence is quoted provides 
that the Attorney General may, upon arrest of aliens illegally in the United 
States and pending final determination of their deportability, in his discretion, 
continue the aliens in custody, release them under bond or on conditional parole 
and, in certain circumstances, for a period of 6 months continue their detention 
after a final order of deportation has been entered in their cases. This authority 
extended by Congress was the subject of Supreme Court review in the recent 
eases of Carlson v. Landon and Butterfield v. Zydok (842 U.S. 524), which de- 
cisions upheld the authority of Congress to provide for such detention and of 
the Attorney General to exercise a reasonable discretion in detaining aliens 
Moreover, the recent act of Congress approved March 20, 1952 (Public Law 283 
82d Cong., 2d sess.), has strengthened the hands of the Foukuniiics and Naturali- 
zation Service in the apprehension and consequent detention of aliens illegally 
in the United States. 

The Immigration and Naturalization Service has but few and small detention 
facilities wholly inadequate to the program which Congress has authorized with 
reference to the apprehension, arrest and detention of aliens illegally in the 
United States. It has long been the practice of this Service to obtain detention 
facilities under contract with local authorities in local jails which meet the stand- 
ards established by the Service for the care and detention of aliens. These oppor- 
tunities, however, are increasingly being denied the Service by thse local authori- 
ties. If this program is to be effective it is of the highest importance that authori- 
zation be provided so that any appropriations afforded by Congress may be 
utilized for the purpose of establishing such additional facilities as the program 
may require. There is immediate need for the establishment of two detention 
facilities—one near Chula Vista, Calif., and another near Brownsville, Tex 
While the Senate act, if adopted by the House, would not be limited to any 
particular fiscal year, the need for the immediate concurrence on the part of the 
House is to make possible the initiation of steps toward the,-erection of these two 
facilities even prior to the close of the present fiscal vear from any appropriations 
which Congress shall have made available for that purpose. 

It should be mentioned that the bill H. R. 5678 recently passed by the House 
to revise the laws relating to immigration, naturalization, and nationality, and for 
other purposes, in section 242 (c) contains exactly the same language as appears 


in S. 1932. The Senate, however, has not as vet acted with reference to H. R. 
678 but has passed 8. 1932. Thus, in different measures, both the Senate and 
the House have already concurred in the provisions of 8. 1932. Even if the Senate 
were to concur with the House in H. R. 5678, the bill does not provide for its effec- 
tiveness until 180 days following its enactment. It is, therefore, a matter of 


great importance that, if possible, S. 1932 be coneurred in by the House in order 
that it may become effective at the earliest possible date. 
sincer 


ARGYLE R. MACKEY, 
Commissioner. 
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The Department of Justice requested the enactment of this legis 
lation in a letter dated July 24, 1951, to the chairman of the Senate 
Committee on the Judiciary, which letter reads as follows 

JuLny 24, 1951 
Hon. Par McCarran, 
Chairman, Committee on the Judicia 


U'nited States Senate, Washington, D. ¢ 


My Dear Senator: The Department of Justice recommends thy 


legislation to authorize the establishment of facilit ecessaryv for 
of aliens in the administration and enforcement of the immigratio 

Public Law 7s, Lightyv-second Congress, appro. hy 12 ’ 
the reeruitment of Mexican laborers for agricultural empl nent { 
States (pursuant to arrangements between the | ted States and Mi 
While approving this law. the President asked Congress for supplen : 
lation to deal more effectively with the wetback proble Loo 
has been Introduced (S. 1851) making it an offer to bring into t | 
States anv alien not lawfully entitled to enter, o 0 4 r harbor l i 
alien while in the United States 

To provide for the effeetive enforcement of Publie Law 78 and 1 additiona 
proposed legislation the lmmigrat on and Naturalization Service of tl Depart 
ment will need several detention centers to hold for deportatio uile Vin 1a 
illegally entered the | nited States or who have st their status a awl 
grants. It has been estimated that some 500,000 illegal a - te i th 
country during 1950. The Immigration and Naturalization Service do 
have the facilities necessary to find and return these aliens ost of whom are 
Mexicans, to their native lands. The legislation herein proposed will be of ute 
rial assistance In enforcing the imimmnigration aWs Insofar as thev perta ty 
deportation of illegal aliens 

There is an urgent and immediate need for a detention camp at Browns, 
Tex., for the assembling and processing for removal to Mexico of Mexican aliens 
who have entered the United States illegally Hundreds of these gal ¢ ra 
are being apprehended by the border patrol dailv, and the Immigration and 
Naturalization Service anticipates that beginning t! mont Hliegal entries t! 
lower Rio Grande Valley area will increase by tens of thousands As the Service 
does not have an adequate detention facilitv, it can neither proper carr l 
duty under the immigration laws nor give effeet to the requirement of the inter 
national agreement with Mexico that Mexican nationals who are in the nited 
States illegally be apprehended and removed to Mexico Additional det 
facilities are also required for the same purpose in the State of Califorr 

\ copys of the Department s propose | INeASUTE s attached to thi etter, ana 
will be greatly appreciated i vou willl arrange tor the ntrodadueth f 


The Direetor of the Bureau of the Budget has advised that the ecnaetment 
proposed legislation would be in aceord with the pre vTAll of the resident 
Yours sincerely, 
Peyton Forp. Deputy Attorney Genera 
The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1932) should be enacted 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule NIIT of the Rules of the 
House of Representatives, changes in existing law made by this bill 
are shown as follows (existing law in which no change is made is 
printed in roman; omitted matter is printed within black brackets 
the new matter is printed in italics 

‘Sec. 20. (a) That the deportation of aliens 
other immigration laws of the United States shall be directed bv the Attor: 


- 


Creneral to the eounery specified by the alrer if 1 ~ \ ne ft accept h rm oirit 
its territory; otherwise such deportation shall be directed by the Attorney Genera 
within his diseretion and without priority of preference because of their order 
as herein set forth, either to the country from whieh such alien last entered t} 
United States: or to thre eountry in which Is loeated the fore rl port it hie? 


such alien embarked for the United States r tor rely ( t 


i 








4 ESTABLISHMENT OF FACILITIES FOR DETENTION OF ALIENS 


or to any country in which he resided prior to entering the country from which 
he entered the United States; or to the country which had sovereignty over the 
birthplace of the alien at the time of his birth; or to any country of which such an 
alien is a subject, national, or citizen; or to the country in which he was born; 
or to the country in which the place of his birth is situated at the time he is ordered 
deported; or, if deportation to any of the said foregoing places or countries is 
impracticable, inadvisable, or impossible, then to any country which is willing 
to accept such alien into its territory. If the United States is at war and the 
deportation, in accordance with the preceding provisions of this section, of any 
alien who is deportable under any law of the United States, shall be found by the 
Attorney General to be impracticable or inconvenient because of enemy occupation 
of the country whence such alien came or wherein is located the foreign port at 
which he embarked for the United States or because of other reasons connected 
with the war, such alien may, at the option of the Attorney General, be deported 
1) if such alien is a citizen or subject of a country whose recognized government 
is in exile, to the country wherein is located that government in exile, if that 
country will permit him to enter its territory; or (2) if such aiien is a citizen or 
subject of a country whose recognized government is not in exile, then, to a country 
or any political or territorial subdivision thereof which is approximate to the 
country of which the alien is a citizen or subject, or with the consent of the country 
of which the alien is a citizen or subject, to any other country. No alien shall be 
deported under any provisions of this Act to any country in which the Attorney 
General shall find that such alien would be subjected to phvsical persecution. 
lf deportation proceedings are instituted at any time within five vears after the 
entry of the alien, such deportation, including one-half of the entire cost of removal 
to the port of deportation, shall be at the expense of the contractor, procurer or 
other person by whom the alien was unlawfully induced to enter the United States, 
or, if that cannot be done, then the cost of removal to the port of deportation 
shall be at the expense of the appropriation for the enforcement of this Act, and 
ithe deportation from such port shall be at the expense of the owner or owners 
of such vessels or transportation lines by which such aliens respectively came, or 
if that is not practicable, at the expense of the appropriation for the enforcement 
of this Act. If deportation proceedings are instituted later than five vears after 
the entry of the alien, or, 1f the deportation is made by reason of causes arising 
subsequent to entry, the cost thereof shall be payable from the appropriation 
for the enforcement of this Act. A failure or refusal on the part of the masters, 
agents, owners, or consignees of vessels to comply witn the order of the Attorney 
Genera} to take on board. guard safely, and transport to the destination specified 
any alien ordered to be deported under the provisions of this Act shall be punished 
by the imposition of the penalties prescribed in section 18 of this Act: Provided, 
That when in the opinion of the Attorney General the mental or physica! condition 
of such alien is such as to require personal care and attendance, the said Attorney 
General shall when necessary employ a suitable person for that purpose. who shall 
accompany such aiien to his or her final destination, and the expense incident to 
such service shall be defrayed in the same manner as the expense of deporting the 
accompanied alien is defrayed. Pending final determination of the deportability 
of any alien taken into custody under warrant of the Attorney General, such 
alien may, in the discretion of the Attorney General (1) be continued in custody 
or (2) be released under bond in the amount of not less than $500, with security 
approved by the Attorney General; or (3) be released on conditional parole. It 
shall be among the conditions of any such bond, or of the terins of release on parole 
that the ahen shall be produced, or will produce himself, when required to do so 
for the purpose of defending himself against the charge or charges under which 
he was taken into custody and any other charges which subsequently are lodged 
against him, and for deportation if an order for his deportation has been made 
When such aa order of deportation has been made against any alien, the Attorney 
General shall have a period of six months from the date of such order within which 
to effect the alien’s departure from the United States, during which period, at the 
\ttorney General’s discretion, the alien may be detained, released on conditional 
parole, or upon bond in an amount and specifying such conditions for surrender 
of the alien to the Immigration and Naturalization Service as may be determined 
by the Attorney General. If deportation has not been practicable, advisable, or 
possible, or departure of the alien from the United States has not been effected, 
within six months from the date of the order of deportation the alien shall become 
subject to such further supervision and detention pending eventual deportation 
as is authorized hereinafter in this section. The Attorney General is hereby auth- 
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orized and directed to arrange for appropriate places 
whom he shall take into custody and detain 
Whe re no Fede ral buildings are avdai able Oo fyi { gd pl 


for the purpose are available for rental, the Attorney Genera he hy } 
notwithstanding section 3709 of the Revised Statute Sl 
or section 322 of the act of June 30, 1932, as ame? | a 4 S 
from the approp ration p ovided for the administration ’ ? 
tion laws, such amounts as may be necessary for the acquisition of 
acquisition, maintenance, ope ration, remode ng. ¢ epa yf ff ng } 

/ f th } ) ft} 


office quarters (incl iding living quarters for office 


/ fhe leler on ¢ ! ; 


and adjgunct facilities, necessary to 





REPORT 
i No. 2136 


82p CONGRESS t HOUSE OF REPRESENTATIVES 5 
2d Session 


SOLDIERS’ AND SAILORS’ CIVIL RELIEF ACT AMENDMENT 


Junge 10, 1952.—Committed to the Committee of the W 


J 


of the Union and ordered printed 


— 


1952 


\Ir. RANKIN, from the Committee on Veterans’ Affairs, submittedthe 


followime 


REPORT 


The Committee on Veterans’ Affairs 


Lo whom Was Lt L¢ rreqd the bill 
~ > )/ | 


4 \*) ¢ 
to amend section »02 1) olf the S 


Relief Act of 1940, as amended, relating 


oldiers’ and Sailors’ Civil 
Lo penalties hay ne consid 
ered the same, report favorably thereon without amendment and 
recommend that the bill do pass 


EXPLANATION OJ} | 


The purpose of this bill is to amend sect 


»? ()‘? { ot 1} Soldiers 
and Sailors’ Civil Rehef Act of 1940, as amended Inits present form, 


that section of statute prohibits 


persons trom causing certai cts to 
he done. It does not however prohibit versons themselves om 
dome such acts. 

The purpose of this bill, therefore, is to amend th oO pro 
hibit the makine of sales, foreclosures, or seizures of p rity defined 
as invalid by this section of the Soldiers’ and Sailors’ ¢ relied Act 

It is the opinion of the committee that this bill is a merito s one 
and one which would further strengthen this aet and provide addi 


tional protection to men of the Armed Forces while th \ 
their homes on active duty 

The legislation is requested by the Department of Justice, and the 
Veterans’ Administration interposes no objection No additional 
cost is involved 

The reports of the Department of Jus e 4 
\dministration on an identical bill (H.R. 5952) f 


1 
i¢ 


\ 








_ 





SOLDIERS’ AND SAILORS’ CIVIL RELIEF ACT AMENDMENT 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., December 5, 1951. 
The SpeaAKER OF THE House or REPRESENTATIVES, 
Washington, p.-C. 

My Dear Mr. Speaker: The Department of Justice invites your attention to 
section 302 (4) of the Soldiers’ and Sailors’ Civil Relief Act of 1940, as amended 
(56 Stat. 772, 50 U.S. C. War App. 532 (4)), and requests your good offices toward 
effecting a most desirable amendment thereof. 

The section provides: 

“Any person who shall knowingly cause to be made any sale, foreclosure, or 
seizure of property, defined as invalid by subsection (3) hereof, or attempts so to 
do, shall be guilty of a misdemeanor and shall be punished by imprisonment not 
to exceed 1 vear or by fine not to exceed $1,000, or both.” 

In its present form the statute prohibits persons from causing certain acts to 
be done. It does not, however, prohibit persons from themselves doing such acts 
Whereas section 2 (b) of title 18, United States Code, provides that ‘‘whoever 
causes an act to be done, which if directly performed by him would be an offense 
against the United States, is also a principal and punishable as such,” there is no 
provision for the reverse situation—making one who performs an act punishable 
as one who causes an act to be done. 

As a matter of fact, in a recent case brought under the above-quoted statute 
involving an unlawful seizure of an automobile from a person in military service 
the court found the corporate defendant, a finance company, guilty, but on the 
ground that they could not be guilty of having, in the language of the statute 
“caused to be made any * * *- seizure,’’ the court acquitted the two individ- 
uals who had personally seized the vehicle. 

It would therefore appear appropriate to amend the statute to prohibit the 
making of sales, foreclosures, or seizures of property defined as invalid by sub 
section 3 of section 302 of the Soldiers’ and Sailors’ Civil Rehef Act of 1940, as 
amended. 

There is attached for your consideration a draft of a measure which would 
effectuate the foregoing recommendation. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this reeommendation., 


Sincerel\ 


A. Drevirr VANECH 
De puty Atlorney Genera 
\ BILI 


Re it enacted by the Senate and House of Re prese ntatives of the United States of 
Ame ain Congress assembled, That section 302 (4) of the Soldiers’ and Sailors’ 
Civil Relief Act of 1940, as amended (56 Stat. 772, 50 U. S. C. War App. 532 
(4)), is amended to read as follows: 

“Any person who shal]l knowingly make or cause to be made any sale, fore- 
closure, or seizure of property, defined as invalid by subsection (3) hereof, or 
attempts so to do, shall be guilty of a misdemeanor and shall be punished by 
imprisonment not to exceed one year or by fine not to exceed $1.000, or both.’ 


VETERANS’ ADMINISTRATION, 
Orrick OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS 
Washington 25, D. C., January 16, 1952 
Hon. Joun EE. RANKIN, 
the | 


an, Commi eon \eterans’ Affairs, 


Ho is iy Re p esentat DES, Wash nat mn 5 D e 


Drar Mr. Rankin: This is in reply to your request for a report on H. R. 5952 





Kightv-second Congress, a bill to amend section 302 (4) of the Soldiers’ and Sailors’ 
Civil Relief Act of 1940, as amended, relating to penalti 

The purpose of the bill is to amend section 302 (4) of the Soldiers’ and Sailors 
Civil Relief Act of 1940, as amended, which makes it a penal offense to “cause to 
be raade”’ any sale, foreclosure, or seizure of property which is defined as invalid 
by section 302 (3) during the period of the serviceman’s military service or withit 
months thereafter The proposed amendment would make such penal provision 
ippliceble to persons who themselves perform any of the acts declared | the 


1 } 


statute > nvalid as well as to those who “cats =uch acts 
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This bill embodies a proposal of the Departin if Justices Phe 
mission by the Deputy Attorney General to the Speaker of 1 Ho f rT hey 
sentatives. dated December db, 195] Committee Print N 226 t 
technical OULSSION Th thre eCNIStihg provi j I I 
in which the court found euiltv the orporate Lote itt = i ( 


which apparently had instigated through others eof ana f 
a person in military service, but acquitted 1 { lua be all 
seized the vehicle on the ground that they ‘ , t | ' —— 
language of the statute covering only thos | at 
other actions defined as invalid by t! 
of the statut 
It is apparent that this proposal would have i . , 
safeguarding the interests of service! 
seizures of property in those situations in wt eva 


statute to be invalid 
The Veterans’ Administration according a> 


proposal 


It is noted from the mentioned letter i 1 Vepa t j 
Jureau of the Budget advised that Depart 
the submission of its recommendati 
Siricerely Vours 
() \\ ( 
ly | 
I wid e of eA i 


RAMSEYER RULI 


In accordance with clause 2a of rule NLT of the Rules of the Hous: 
of Representatives, the changes made in existing law by the bill a 


shown as follows (new matter is in italies: existing law in which 
changes are proposed Is shown hk roman 


Section 302 1) of the Soldic rs’ an 1 Sailor ( t f \¢ {) 
56 Stat. 772, 50 U. S. C. War App. 932 (4 
‘Any person who shall knowingly » ( LLLNt } uci 
closure, or seizure of property, defined a va by 
attempts so to do, shail be guilty of a jemeanor and sha ished | 
IMprisonmer tf not to exceed one eal r | f t ty exees ~ 
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AMENDING THE CAREER COMPENSATION ACT OF 1949 


AS AMENDED, WITH RESPECT TO PHYSICIANS AND 
DENTISTS 


Mr. Kinpay, from the Committee on Armed Services. submitted 
the follow he 
REPORT 
Po ace i - 

The Committee on Armed Services, to whom was referred the 
(S. 3019) to amend the Career Compensation Act of 1949. as ( 
to extend the application of the special-inducement pay provides 
thereby LO phvsicians and dentists, and for othe | oses, havi 
considered the same, report favoral ly thereon without amen 
and recommend that the bill do pass 

The purpose of the proposed legislation to extend from Septem bs 
1, 1952, to July 1, 1953, the time limit O v pula 
for the special pra of $100 per mont } horized ( al ane 
dental officers of the uniformed services while ser ron aetive d 
In addition, the proposed legislation will corre 
ing law which now pres ludes retire qd med ila 
back to active duty from being paid the S100 0 | 
applicable to all other physicians arm sts s 
in the Armed Forces 

The Armvy-Navv-Pubhe Health Service Medical Officer Pro 
ment Act of 1947 cor tained the mit autho allo hor tt Sp 
pavment of S100 per month for physicians and dentists ea 
Was authorized to meet a eritical shortage of physicians and dentis 
facing the Armed Forees at that tu vhnd to redue tive rv hey 
exodus of physicians and dentists who w ( ( Y ITO 
services 1?) ordet to partieipat ) 
Lue rative than the pav provided at that 

There was. of course. no Sele e ‘ 
did th President have author Ri 
components to ¢ ded acer a 
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the only means of obtaining medical and dental officers for the Armed 
Forces was through a volunteer system. At the time the special pay 
was authorized in 1947 there was a shortage of over 1,900 physicians 
in the Regular Army, sufficient to impair the ability of the Medical 
Corps to carry out its assigned functions. 

The Career Compensation Act of 1949 reenacted the provisions with 
respect to the pay for physicians and dentists which had been contained 
in the Medical Officer Personnel Act of 1947. However, this special 
pay only applied to officers serving on a voluntary basis, and authority 
to qualify for this special pay was to spply only to persons who 
entered on active duty prior to September 1,1952. It should be noted, 
however, that any person entering the Armed Forces as a physician 
or dentist prior to the terminating date for qualification is entitled to 
the special pay for as long as the individual remains on active duty. 

The act of September 9, 1950, frequently referred to as the Doctor 
Draft Act, made an important change in the criteria governing the 
eligibility for special pay for physicians and dentists. 

Prior to the enactment of that act, individuals ordered to extended 
active duty without their consent could not qualify for the additional 
compensation, because of the original requirement that it be limited 
to persons voluntarily in the Armed Forces. During the hearings on 
the Doctor Draft Act it was pointed out that this requirement im- 
posed a very real mjustice on physicians and dentists, inasmuch as 
these individuals were io effect nominated for active military service 
by the Advisory Committees of Physicians and Dentists, and conse- 
quently the great majority deemed it to be in the public interest to 
wait until selections had been made by the advisory committees 
before volunteering their services. Likewise, many physicians and 
dentists were in organized units and could not actually “volunteer” 
their services. 

It should be noted that the bill does not grant any additional pay to 
physicians and dentists now on active duty. It merely extends the 
qualifving date for those who may enter the Armed Forces either as 
Reserves or Reg pnsty or vn the retired lists between the dates Sep- 
tember 1, 1952, and July 1, 1953. The bill is retroactive only with 
respect to one small group of retired medical and dental officers who 
were ordered back to active duty after the outbreak of hostilities in 
Korea, but who, because of a provision in the law which was inadver- 
tently overlooked, were precluded from receiving the $100 a month 
extra pay provided for all other phy siclans and dentists Since the 
law did not intend to preclude these doctors and dentists from the 
special pay, the proposed bill removes the limitation, retroactive to 
the date of original enactment. 

There is still a very definite and continuing need for attractive com 
petent career medical and dental personnel in our Armed Forces. To o 
remove this very important incentive at this time for physicians and 
dentists who now plan to enter the service, particularly on a career 
basis, would seriously impair the medical and dental requirements of 
the Armed Forces. Even with the incentive-pay provision and even 
though resignations of Regular officers have not been accepted since 
the outbreak of hostilities in Korea, there is still a shortage of 2,292 
physicians and 276 dentists in the Regular services. Failure to enact 
the proposed legislation would undoubtedly seriously aggravate this 
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situation so as to very seriously impair the medical and dental func 
tions of the uniformed services. 

The present shortage is indicative of a precarious status insofar as 
the structure of the career medical and dental officers’ corps is con 
cerned. A shortage of career officers means an inability to provide 
the minimum standards of care, because involuntary and short-term 
programs cannot possibly substitute for the absolute requirement of 
the permanent career officers necessary for the specialized supervisory 
and administrative duties, in addition to professional responsibilities. 
Without adequate career officers in these fields, the splendid and effec 
tive medical services of our Armed Forces would disintegrat: 

The Medical Officers Procurement Act of 1947 proved itself to b 
an effective instrument. Prior to its enactment the Navy Peet 
ment had been able to secure only 103 appointments annually. Sub 
sequent to the enactment of the Medical Officers Procurement Act 
however, this rate increased to 339. Likewise, the number of resigna 
tions prior to the enactment of that statute had averaged 445 during 
the period 1945-47. Thereafter, this number declined to approxi- 
mately 81. These statistics would strongly indicate that the special 
pay authorized for physicians and dentists is an effective procurement 
instrument. 

The committee recognizes the fact that there is, in addition to the 
other factors involved, a marked financial discrepancy between th: 
pay received by a career doctor and dentist, over a period of a normal 
career in the armed services, compared with that received by line 
officers. The extra pay of $100 a month goes far toward reducing 
this discrepancy. But the committee is more impressed with the very 
basic practical problem which faces the — Forces. There is a 
shortage of physicians and dentists in the Armed Forces; and, insofar 
as career officers are concerned, there is no doubt that this shortage 
would become extremely serious if the special inducement pay of $100 
a month were not continued. Doctors and dentists obviously would 
elect the more attractive civilian incomes to those provided by the 
pay scales of the Armed Forces unless the special-inducement pay is 
provided. While it is true that a temporary situation can be met 
through the doctor-draft law, this will not provide the career physicians 
and dentists who must continue to serve the personnel of our Armed 
Forces for years to come. 

In ~~ the situation from the simple question of supply and 
demand, it is obvious that, without the special-inducement pay pro- 
vided in this proposed legislation, there would be, at the first available 
opportunity, a marked exodus of physicians and dentists from the 
Armed Forces comparable to that which took place in 1947 prior to 
the enactment of the original law that provided inducement pay. 

In summary, therefore, the bill extends from September 1, 1952, to 
July 1, 1953, che auchori.v for officers hereafter coming on duty to 
qualify for this special pay. 

The bill also authorizes the payment of this special pay to retired 
medical or denial officers who have been ordered back to active duty 
subsequent to their retirement. As was stated earlier in this report, 
the exclusion of these individuals from the original statute was unin- 
tentional. For that reason, their reinstatement is on a retroactive 
basis. The Department of Defense estimates that the total cost for 
the retroactive payments for all services will approximate $45,000 
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The bill also contains certain clarifying language relating to medical 
and dental officers of the Air Force, which language embodies no 
change in substance. 

It is estimated that the retroactive provisions of the bill with respect 
to retired physicians and dentists will cost approximately $45,000. 
The remaining portion of the bill, considering the additional doctors 
and dentists who it is anticipated will enter on active duty after 
September 1, 1952;/-will cost for the 16-month period between Septem- 
ber 1, 1952, and July 1, 1953, approximately $382,000. The net cost 
of the bill, therefore, for fiscal 1953 will be approximately $427,000 

The Committee on Armed Services unanimously recommends 
enactment of the proposed legislation. 

Enactment of the proposed legislation is urged by the Department 
of Defense, as indicated by the following letter, hereby made a part of 
this report: 

ASSISTANT SECRETARY OF DEFENSE, 
Washingion, D. ¢ Ip 12, 1942. 
lion. Carn VINSON, 
Chairman, Committee on Armed Services, 
Hous of Re prese nlalives, 

Dear Mr. CuHarrmMan: The Department of Defense has today submitted to 
the Speaker of the House of Representatives a legislative proposal to amend the 
(‘areer Compensation Act of 1949, as amended, to extend the application of the 
special inducement pay provided thereby to doctors and dentists, and for other 
purposes 

This proposal is a part of the Department of Defense legislative program for 
1952. The Bureau of the Budget advises that it is in accord with the program 
of the President The Department of Defense recommends that it be enacted 
Vv the Congress 

Copies of the letter transmitting the above-mentioned legislative proposal to 
the Speaker of the House of Representatives, together with the draft of bill and 
sectional analvsis, are enclosed for vour information and appropriate action 

Sincerely vours, 
CHARLES A. CooLipat 
Enclosures 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, re 4" Ap) 12, 1952 
Ilon. Sam RayYRvURN, 
Speake or the Hlo ine of Re prese¢ ntiatives 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
amend the Career Compensation Act of 1949, as amended, to extend the applica- 
tion of the special inducement pay provided thereby to doctors and dentists, 


and for other purposes, together with a sectional analvsis thereof. 


Phis proposal is a part of the Department of Defense legislative program for 
1952. The Bureau of the Budget advises that it is in accord with the program 

he President. The Department of Defense recommends that it be enacted 
by the Congress, 
P po of the] qisiation 

‘I prineipal purpose of this proposed legislation is to extend the application 
of sect 203 (a) of the Career Compensation Act of 1949, whieh now provides a 
$100 per month special pay for certain medical and dental officers of the uniformed 
ervices active duty, bv extending the time limitation for eligibility thereunder 
rom September 1. 1952. to Julv 1. 1953. which is the expiration date generally 
of the provisions of the so-ealled Doctors’ Draft Act (Public Law 779, SIst Cong 

In 1947, when the Congress originally enacted the S100 monthly special-pay 
provision, it Was clearly demonstrated that it was necessary to correct a basic 
inequity in the pay strueture for physicians and dentists in the uniformed services. 
At that time, it was determined that over a 30-vear period the average medical 


er would suffer a deficienev of $36,000 as compared with the nonmedical 











AMEND CAREER COMPENSATION ACT OI 


officer: SLOO per 


per month for 30 vears Ould amo! it equitable eficer 
The figure of $36,000 is far short of the actual defici: Inder present la 
conditions 


Che correction of this inequity in 1947 by tl 


\ ( it Thi rhe Ari Na 
Public Health Service Medical Officer Procurem: Act of 1947 (Pu OD 
did provide an incentive which improved the procurem« progra 
then at a dangerously low level The etfect f Pul La S65, for al 
tthe Nledical Corps of the Navy Ss Sho I trv t 
| ea . 
Ap] t 
Resignatior . 
Inter ndut 
Applicant 
July 4 
October 4 
( oln parable benefit were experienced Dy thre t ‘ ( 
In spite of the Wnpetus given to procurement, t pre ai f i r 
officers of the medical and dental services is at a ¢1 a Vv } ! 
Army: Authorized Regular Army strength of the Medieal Corps, 2,281 
actual present strength, 1,678 Dental Corp 545. actual pre nt stre { {2° 
| ' 


: ~ ngtl 2o 
actual shortage. more than 600 Medical Cor and 12 Dent: | 











Navy: The Regular Naval Medical Corps is 1,543 (24 Mareh 1952 Accord 
Ing to present strengths, this number should be 2,901 career ( 1 shortage of 
1,358 Phi ngth is at present S25 It i be S92 

Air Fores ular Air Force strenet f medical officers 000 
iclua present trengt! is 650 denta Servic 350 att j t i ' ent 
strength, 250; actual shortage, 350 medical officer LOO de ; } 

figures show the precarious stat f pres LreeT edical 
al er structure in the Armed Force: \ lecreast ould ur 
an inability to provide the mintmum standards a SOT eS 
No involuntary short-term program can substit il ( iuirement 
of the permanent career officer necessary for specialized supervisory and admin 
strative duties: without them, the entire comple, { 








were ( ( 
disparity bety an and the based upo 
this Congres l led i Any t ft ce the j al 
phvsician to enter a career tl med Forces we Lhe f Vill { e STOO 
a-month special pas In 1! e 1 I i sicla 
vas $10,726 Poday, at e - ( S12,000 

SECTION 2 ot Pul | i t I ~ { i | rf I 
Dratt Act author ( hie w STOO , j a 
wid le 1 off I OMMiss erve ? r ( 
vnet he the \ vO teered for ar Ve | ! I ( Irit rl 
proposal would i orporate that provisior nto the ¢ r Compe! tic \ ot 
1949 and extend the application of the $100-a-1 1 
dentists ente he uniformed ser ‘ J } ‘ 
called Doctors’ Draft Act wi enera ire 
Career Compensation Act of 1949, the proy | orn 
at istics wheretl ned § {1 cle . i { 
rviee ho had retired prior to Se mber 1, 1947 ed 
’ e dut j ( TeCOTYVE he STOO | 
(‘ reo. lid no ntend » wre idice t} r ) 
retulr or r service in their prof 











6 AMEND CAREER COMPENSATION ACT OF 1949, AS AMENDED 


Cost and budget data 

It is estimated that the cost of the retroactive payments with respect to retired 
medical and dental officers recalled to active duty would approximate $45,000 
It is impossible to make a reasonable estimate of the additional cost in the future 
that would result from the enactment of this proposed legislation. 


De partment of Defe nse action age ney 
The Office of the Secretary of Defense is the representative of the Department 
of Defense for this legislation. 
Sincerely yours, 
CHARLES A, COOLIDGE 
Enclosures 





SECTIONAL ANALYSIS 


Section 1 (a) of the bill would amend section 203 (a) of the Career Compensa- 
tion Act of 1949, as amended, in the following ways: 

1. By extending from September 1, 1952, to July 1, 1953, the period during 
which persons could be commissioned as Regular or Reserve medical or dental 
officers of the uniformed services and be eligible to receive the $100 monthly 
special pay for periods of active duty. 

2. By making Regular medical and dental officers of the uniformed services 
who were retired prior to September 1, 1947, and were subsequently recalled to 
active duty, or are recalled prior to July 1, 1953, eligible for the $100 special pay 
available to other medical and dental officers on active duty. Such officers are 
not now eligible for this special pay. Their eligibility would be made retroactive 
to October 1, 1949, the effective date of the Career Compensation Act of 1949, by 
section 3 of this bill. 

3. By making Reserve medical and dental officers called to active duty without 
their consent eligible for the $100 monthly special pay. This provision should be 
read in conjunction with section 1 (b) of this bill. Together, they would incor- 
porate the provision in section 2 of the Doctors’ Draft Act (Public Law 779, 81st 
Cong.) which would be repealed by section 2 of this bill. 

1. By making minor technical changes of language, particularly so as to refer 
to medical and dental officers in the Air Force rather than to a Medical or Dental 
Corps thereof. 

Section 1 (b) of the bill would amend the second proviso of seetion 203 (b) of 
the Career Compensation Act of 1949 so as to incorporate the provisions in see 
tion 2 of the Doctors’ Draft Aet which would be repealed by section 2 of this bill 
Reserve officers called to active duty without their consent prior to September 9, 
1950, the date of enactment of the Doctors’ Draft Act, would continue to be 
ineligible to receive the $100 monthly special pay for any period prior to Sep- 
tember 9, 1950. 

Section 2 of the bill would repeal section 2 of the Doctors’ Draft Aet. Its 
provisions are incorporated in the amendments to section 203 (a) and (b) made 
in section 1 of this bill. 

Section 3 of the bill would make the effective date of section 1 of this bill 
retroactive to October 1, 1949, the effective date of the Career Compensation Act 
of 1949. This provision is aimed specifically at the regular medical and dental 
officer who was retired prior to September 1, 1947, and was subsequently recalled 
to active duty. The section would also make current appropriations for pay and 
allowances available for retroactive payments to such officers for periods of active 
duty. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of Rule XII1i of the Rules of the 
House of Representatives, changes in existing law made by the bill 
are shown as follows: (Existing law in which no change is made ts 
in roman; new language is in italics, and that part which is omitted 
is enclosed in black brackets.) 
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82p Concress | HOUSE OF REPRESENTATIVES | REPOR' 
2d Nession \ { No. 2138 


CONSIDERATION OF HOUSE JOINT RESOLUTION 


Mr. Lyte, from the Committee on Rul | tted the follow 


The Committee on Rules, having had unde onsideration House 
Resolution 677. reports the same to the Hous { the recom! nada 


tion that the resolution do pass 








82p CONGRESS HOUSE OF REPRESENTATIVES § REPORT 
2d Session j No. 21239 


CONSIDERATION OF H. R. 812( 


JUNE 10, 1952.—Referred to the House Calendar a 


Mr. Smrru of Virginia, from the Committee on Rules, submitted the 


following 


REPORT 


The Committee on Rules, having had unde! consideratio1 House 
Resolution 678, reports the same to the House with the recommen- 
dation that the resolution do pass. 
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CONSIDERATION OF S Ss 
JUNE 10, 1952. Referred to the He ( i 
Mr. Mircue.yu, from the Committee on R s, sub he follo y 
nwEPORT 
To a H. Res. 679 
The Committee on Rules, having had under consideration Hous 
Resolution 679, reports the sume to thie Ho Ise W ith th ecomMmme! 
tion that the resolution do pass 
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bridge is owned or jointly owned by a State, county, municipality, or 
other political subdivision, in the same manner as it now applies to 
any bridge carrying railroad traffic. It would remove the distinetion 
under the existing law under which public highway authorities are 
denied the same reli tT now off rrded ratlroads where bride alterations 
are required in the interests of navieation 

Prior to the act of June 21, 1940, under a prece dent long established 
by early river and harbor legislation, permission by Congress for con- 
struction and operation of any bridge over navigable waters, whether 
the bridge carried railroad or highway traflic or both, was granted 
upon the condition that the United States shall not bear any portion 
of the cost of any alterations as mary be later required to remove unh- 
reasonable obstr tions to Nay imation, and the bridge owher Was fully 
appraised of such condition before construction. of the bridge was 
undertaken. The act of June 21, 1940, therefore, relieved the rail- 
roads of an obligation which they theretofore had in common with 
public highway authorities, and in so doing it has discriminated in 
lavor of the railroads and aguiust highways The committee feels 
that public highway authorities aud the railroads should have un 


+t) 


equal responsibility and should receive equak treatment in the matter 


! 


of bearing the cost of alterations needed to remove obstructions to 
ser tion ts fun ‘tions and d ities exercised under the net of 
the provisions of the Administrative Procedure 


Act (60 Stat. 237 except as to the requirements of section 3 thereof. 





June 21, 1940, 
This action is taken asa result of testimony presented to the committee 
Iyy the Deputy Chief of Civil Works for Rivers and Harbors, Corps 
of Eneineers, to the effeet that under present law the attendance of 
the Secretary of the Army as ageney head is required at all hearings 
held in connection with administering the Truman-Hobbs Act. The 
exemption granted by section 3 will permit the Secretary of the Army, 
orany offi eror employee designated I him, to conduet such hearings. 

The right of judicial review of findings and orders is pre 
section 10 of the Truman-Hobbs Act and would not be affected yy this 
exemption 

Section 3 of the Administrative Procedure Act provide s for “‘nublie 
information” and iS preserved SO that all interested parties will be 
fully informed and protected in connection with any project or work 
contemplated relative to bridges affected hereunder. 

Letters from the Secretary of Commerce and the secretary of the 
Army, reporting on the legislation, follow 
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Hon. Crarues A, BuckLey, 
Char man, Committee or Public Wo KS, 
House oT Rep eseniatives, Wa hington, I?) ( 


Dear Mr. CearrmMan: ‘This letter is in further reply to vour communication 
of June 8, 1951, requesting the comments of the Lepartment concerning | R. 
3764. a bill to amend the act of June 21, 1940, relating to the alteration of certain 


bridges over navigable waters, so as to include highway bridges, and for other 
purposes 


ihe act presently provides that the United States shall bear a portion of the 
cost of alteration bridges, used and operated for the purpose of carrying railroad 
traflic or both railroad and highway traffic, when such alterations are ound to be 
necessary by the Secretary o° the Arnvy to render navization reasonably free and 
nobstructed It provides that, except for direct and special benei.ts which will 


accrue to the bridge wner as a result of such alterations and which shall be 
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DEPARTMENT OF THE Army, 
Washington, D. C., May 16, 1952. 
Hon. Cuaries A. Buckley, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. Buck.iey: Reference is made to your request to the Secretary of the 
Army for the views of the Department with respect to H. R. 3764, a bill to amend 
the act of June 21, 1940, relating to the alteration of certain bridges over navigable 
waters, so as to include highway bridges, and for other purposes. The Secretary 
of Defense has delegated to this Department the responsibility for expressing the 
views of the Department of Defense. 

The Department of the Army has considered the above-mentioned bill, the 
purpose of which is to extend the provisions of the act of June 21, 1940, to any 
bridge used and operated for the purpose of carrying highway traffic if a State, 
county, municipality, or other political subdivision is the owner or joint owner 
thereof. 3efore discussing the merits of H. R. 3764, it is believed advisable to 
relate some of the history concerning the alteration of bridges unreasonably ob- 
structing navigation. 

The first general legislation on this subject was contained in sections 9 and 10 
of an act of Congress approved August 11, 1888 (25 Stat. 424). That act author- 
ized the Secretary of the Army to order the alteration of bridges unreasonably 
obstructing navigation. It was amended and reenacted by sections 4 and 5 of 
the act of September 19, 1890 (26 Stat. 453), and was superseded by section 18 
of the act of March 3, 1899 (30 Stat. 1153 

In cases arising under these acts the brid re owners bore the cost of alterations. 
In 1907 the Supreme Court, in the case of Union Bridge Company v. United States 

204 U.S. 364), held that such alterations did not amount to a taking of private 
property for a public use and therefore there was no obligation on the part of 
the United States to compensate the owner therefor. 

After operating for 52 vears on this basis Congress made its first general depar- 
ture therefrom by passage, over a Presidential veto, of the act of June 21, 1940. 
That act provides for the alteration of lawful railroad bridges, or combined railroad 
and highway bridges, found to be unreasonable obstructions to the free navigation 
of any navigable waters of the United States, and for the apportionment of the 
cost of such alterations between the Unite 1 States and the owners of such bridges. 

Since passage of this act, 10 bridges have been ordered altered under its pro- 





visions. Final apportionment has been determined upon in six cases, the total 
cost to the Government having beer approximately $5,000,000. The propor- 
tionate share of the Government has varied between 61.5 and 90.3 percent, the 
average being 76.2 percent. It is estimated that the total cost to the Govern- 





ment of altering the other four bridees will be in the neighborhood of $7,500,000. 

Prior to the passage of the 1940 act, Congress had made a special departure 
from the 1888 policy in the act of August 16, 1937 (50 Stat. 648), which placed on 
the United States the expense of making alterations to the Hood River and 
Cascade locks highway bridges over the Columbia River to fit in with the newly 
created Bonneville pool 

Subsequent to 1940, Congress made another special departure from its ear! 
policy. The act of November 21, 1941 (55 Stat. 773), provides for compensatin 


< 


IS 


bridge owners for altering, reconstructing, relocating, replacing, or protecting 
highway and railroad bridges, trestles, and structures adversely affected by, or 
requiring alteration to meet the needs of navigation and flood control resulting 
from, the construction of dams under the provisions of the Tennessee Valley 


Authority Act. 

Whether or not the departure from the policy obtaining prior to 1940 should be 
further extended, as provided for in H. R. 3764, is believed to be a matter for 
congressional determination. The Department of the Army, therefore, refrains 
from commenting thereon. 

The fiseal effects of the bill cannot be estimated at this time, but it is believed 
that the cost to the Government of altering obstructive highway bridges owned by 
States, counties, municipalities, and other political subdivisions would be not less 
than the cost of altering railroad bridges under existing law The percentage of 
highway bridges which are publicly owned has been increasing for many years, 

This report has been coordinated among the departments and boards of the 
Department of Defense in accordance with procedures prescribed by the Secretary 
ot 1 fense 
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The Bureau of the Budget advises that there is no objection to the submi n 
of this report. 
Sincerely yours, 


CHANGES IN EXISTIN( I \\ 


In compliance with paragraph 2a of rule XLIL of the Rules of 
House of Representatives, changes IT) casting law made bv tl 1) 
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printed in roman; omitted matter is printed within black brack 
the new matter is printed in italics 
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be made on the foll basis: The bridg 
as is attributable to the direct and specia 
owner as a result of the alter 
maintenance cost and that of ( 
of traffic bv railroad or highway, or bot 
ecarrving capacity of the bridge, and 
‘apital cost of the old bridge or of su nart 
or changed or re! t, as the used sery 


mav be, bears to the total estimated set f { { ! CP 


vided, That the part of the cost of alterat 





wnd railroad tra ittributable to r ( 
be borne bv the ) prietor of the ! t i J | 
the alte won or re ca ) of anv | ive ma t 
bridge INnrTeasSONAabHily struct navigate 
secre ‘Vv require equitable cont 
asso ) rporatiol l ipa ~ 
aaah ars ti h other reaso as 
order for such al ition or relocatio | - 
f the cost, ir | it part attril J 
If the owner of anv bridge [used for railroad traffic] and t > 
agree that in order to remove an obstruction t tio! I 
purpose, a relocation of such bridge or the constr n of a new br } 
new location would be pre ferable to an alterat 
relocation or new construction may be cart 
such terms as may be acceptable to the bridg I ithe Ss 


cost of such reloecatio or new econstruet 


in and additions to rights-of-way, sta ra 
and other railroad fa und prope! ‘ 


railroad connection with the bridge at 
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between the bridge owner and the United States in the manner which is provided 


for in section 516 of this title in the case of an alteration and the share of the 
United States paid from the appropriation authorized in section 518 of this title: 
Provided, That nothing in this section shall be 


State 


construed as requiring the United 
s to pav any part of the expense of building any bridge across a navigable 
stream which the Secretary of War shall not find to be, in facet 


existing bridge. 


, a relocation of an 
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v 
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Mr. Vinson, from the Committee.on Armed Services, submitted the 


following 


REPORT 
lo accompar H. R. 8120} 


The Committee on Armed Services, to whom was referred the bill 
H. R. 8120) to authorize certain construction at military and naval 
installations, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

GAQENERAITI 


As the ynzveney of the executive branch concerned with national 
security, the Department of Defense continuously reviews questions 
relating to the size, equipment, and deployment of the military forces 
of the United States. Major problem areas which have arisen 
in the periormance of this review are those pertaining to military 
personnel, those pertaining to equipping and supplying military 
personnel with the multitude of items required for the conduet of 
modern warfare, and those pertaining to military installations needec 
to train and support the personnel assigned to the defense of ou 
Nation. Proper balan ce between these three « leme nts of the defense 
program must be maintained so as to insure the necessary state of 
readiness required by existing nite national condi 1Ons 

The first of these problems. that relating to mititarv. personne 
was dealt with in detail by the Armed Services Committee hearings 
during the past vear on selective service, universal military tra 


and the Reserve program. The second major problem, that of equip- 
ment and supplies, is being dealt with by Congress in conn On 
with the appropriation request for the fiscal vear LY¥5oo now penal 
before the Congress. The military pub works authorizat 

how before the (‘oneress deals with the third 1 ayor area oO 
expansion problems; namely, the provision of adequate rhelas, pos 
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camps, stations, depots, bases, and other facilities needed to meet the 
operational requirements of the approved forces, and to permit the 
training of troops and the utilization of the new items of equipment to 
be delivered to such forces in the near future. 

All three of these areas are mentioned herein because of the inter- 
dependence of each area upon the other. The manpower, without 
adequate guns, tanks, ships, airplanes, ammunition, and other supplies, 
would be of limited value and, even though fully equipped, they would 
not be fully effective in the performance of their mission unless ade- 
quate training facilities and bases are made available from which to 
operate. 

Action to develop the current military public works program was 
initiated shortly after submission to the Congress of the public works 
program for the fiscal year 1952. The initial estimates of ‘require- 
ments by the three military de ‘partme nts for additional publie works 
projects were in excess of $6 billion. These estimates, as submitted 
by the three military departments, represented the items of construc- 
tion which, taken with the public works programs authorized by the 
Congress during the fiscal vears 1951 and 1952, were considered to be 
essential in meeting the operational, logistical, and administrative 
needs of the approved Armed Forces. In addition, it also included a 
substantial amount of family housing within the continental United 
States and in certain overseas areas. 

Subsequent to the collation of these programs within the Office of 
the Secretary of Defense and with a realization of the potential im- 
pact of continued large military construction activities upon the 
national economy and more particularly upon the economies of the 
many local areas affected, the requirements of the services were sub- 
jected to long and critical screening within the military departments 
and the Office of the Secretary of Defense. Particular consideration 
was devoted to the construction requirements at those major military 
establishments where relatively large authorizations had been provided 
in the fiscal years 1951 and 1952 programs. In those instances, the 
unexpended balances were critically examined and, as a general rule, 
no further authorization was retained in the current program except 
in those instances where failure to provide for the new requirements 
might seriously jeopardize the Defense Establishment. The family 
housing requirements were cut to a minimum and were restricted by 
the Department of Defense to a continuation of housing programs in 
certain overseas areas and to a few isolated installations within the 
United States with primary limitation to construction at new stations. 
It is well to note here that the Department of Defense is relying in a 
large measure upon title VIII of the National Housing Act to meet its 
requirements for permanent housing within the continental United 
States. It should be further noted that the successful use of title 
VILL housing is in serious peril as a result of the virtual disappearance 
of low-interest-rate financing. However, the pending amendment 
of the Housing Act of 1952 (S. 3066) should alleviate this condition 
by providing additional funds to the Federal National Mortgage 
Association and thereby assure the continued availability of low- 
interest-rate financing for the development of sufficient housing con- 
struction to meet the current military needs. It is estimated that 
the military housing programs can utilize profitably a precommitment 
authorization to the Federal National Mortgage Association of 
$300 million. 
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In general, the committee, in reviewing H. R. 8120, recognizes the 
interdependence of the previously mentioned major areas of concern 
to the Department of Defense in its development of the over-all 
military plans. It recognizes that the programs developed and sub- 
mitted by the military departments were considered to be the essential 
levels of construction necessary for the efficient operation of the ap- 
proved Armed Forces. Pursuant to this interpretation, construction 
items were reviewed and subjected to detailed examination and the 
individual construction items which are contained in H. R. 8120 are 
considered to be those items which are of the utmost urgency at this 
time. 

The committee is in accord with the general policy voiced by repre- 
sentatives of the Department of Defense during hearings on its public 
works program with regard to family housing within the United States 
and is very much aware of the importance of the problems involved 
in providing housing for military personnel and their dependents. 
While it recognizes that the volume of military operational construc- 
tion may curtail the construction of any substantial quantity of 
family housing, the committee is fully in accord with the attempts of 
the Department of Defense to obtain the housing necessary for its 
personnel under the provisions of title VILL of the Federal Housing 
Act. 

Provision for family housing in foreign countries is of like concern 
to the committee and to the Congress. The solution of this problem 
which appears most readily available is that of obtaming foreign 
private capital to construct the units required. However, in most 
foreign countries the cost of constructing the housing facilities required 
for our personnel is such that rental charges would have to be well 
above the normal rental standards of existing facilities within these 
countries. Foreign investors are, therefore, hesitant to embark upon 
such cooperative construction in the absence - some form of guaranty 
from the United States that this housing would be occupied by United 
States personnel for a sufficient period of time to amortize “their In- 
vestments down to that poimt where they could be rented to national 
tenants at a rental which would insure profitable amortization sub- 
sequent to our departure. A collateral question pertaining to this 
tvpe construction involves the uncertainty as to the specifications 
and standards to be used by the builders in the development of these 
projects which would have considerable bearmyg upon the attitude 
this committee as to the advisability of underwriting foreign invest- 
ments. Therefore, the Department of Defense was mstructed to ob- 
tain the agreement of the committee as a prerequisite for the develop- 
ment of anv family housing projects in foreign countries in accordance 
with international arrangements in which the United States 
writes the investors who are engaged therein. 

The public works authorization included in H. Ro S120. reflects 
the committee’s conception of the minimum construction n 
supplement existing facilities and the maximum new development 
which can be presently undertaken and still permit  t] 
expansion programs previously authorized to proceed in an orderly 
and efficient) manner. The supplemental requirement ncluded 
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result from three factors, namely: increased militar) 
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facilities. In the same manner, facilities in support of the research 
and development facilities of the three military departments have 
been reviewed so as to limit them to those requests which support 
directly the most promising elements in this field. Finally, the addi- 
tional storage and warehousing facilities which have been approved 
have been limited to the requirements generated by firm delivery 
schedules. 

It should be noted that a number of installations appearing in the 
public works program presented in this bill are facilities which are 
being used for the first time since World War IT and that others are 
new installations. This is particularly true with respect to the 
Department of the Air Foree. The previous construction programs 
submitted to the Congress authorized the construction and develop- 
ment of facilities necessary for the training and maintenance of a 95- 
wing Air Force. However, the current public works program is the 
first postwar program in which Department of Air Force facilities are 
needed to support a strength of 143 wings. These new installations 
represent an attempt to provide the minimum operational require- 
ments of an increased air arm. This is consistent with the previous 
deliberations of the committee which have recognized the necessity 
of substantial authorizations for the Department of the Air Force 
as a means of increasing the construction base thereof so as to place 
it on a parity with the construction base of the Army and the Navy, 
which have been in the process of development for more than 100 
vears. Additionally, the Air Force construction program recognizes 
the fact that the development and utilization of jet aireraft has re- 
quired considerable structural changes and improvements to existing 
airfield facilities and it should be borne in mind that much of the 
authorization therein approved is required in direct proportions to 
the increased acquisition of these weapons. 

The committee heard considerable testimony from the military 
departments regarding authorization for construction in foreign 
countries where we now have obtained firm base rights under inter- 
ne — al agreements. This construction includes lines of communica- 
tions for logistical support for United States forces and also projects 
for the development of maintenance and repair facilities, supply 
depots, and troop-support elements for use in making effective our 
troop contribution to the integrated forces in Europe, particularly 


the Air Foree. In these areas the European nations do not have the 
same need for such facilities inasmuch as they can rely upon national 
resources to satisfy their requirements on an emergency basis. How- 


ever, these resources are not adequate to meet our requirements as 
well as those of the nations concerned and it is, therefore, mandatory 
that these facilities be developed as a means of conserving the man- 
power and material strength of our foreign base units. 

In addition, the committee heard testimony pertaining to proposed 
construction of similar fac iti ies in Other foreign countries for which 
firm base rights have not yet been obtained or details as to participa- 
tion of foreign governments on a bilateral basis have not yet been 
completely negotiated. While the committee agreed to the authori- 
zation, the problem of planning construction of this nature and the 
practical difficulties involved in these negotiations led the committee 
to decide that it was not appropriate to decide finally upon the expendi- 
ture of any funds prior to the time that firm base rights were obtained, 


i 
| 
i 
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Therefore, the Department of Detense was requested O 2avist the 
committee of the compl tion of all such negotiations leading to firm 


i tt eral 


foreign base rights prior to the execution of such programs 


Joint FINANCING OF EUROPEAN Arr Basi 


On the subject of overseas construction, the committer iso heard 
Mr. Frank C. Nash, the Assistant to the Secretary of Defense for 
International Security Affairs. Mr. Nash's testimony described the 
evolution and importance of NATO multilaterally financed infra- 
structure. Infrastructure is the word given to the program of air base 
and signal facilities construction in Europe which has been deemed 
necessary to support the operational defense plans for Western 
Kurope, devised by SHAPE and approved by the United States and 
the other NATO governments. In short, it is a form of military public 
works. Under this program the country where the installation is 
located provides the land and utilities, and also shares in the multi- 
lateral financing of the cost of the installation itself. Programing for 
this infrastructure has been divided into slices, or annual segments 
The first slice was approved at Brussels in 1950 and contained no 
United States contribution. The second and third slices were ap 
proved at Ottawa and Lisbon respectively, and did contain substantial 
United States contributions. <A fourth and a fifth slice are contem- 
plated i) round out the basic airfield and support item defense require- 
ments. This program creates the airfields from which tactical support 
and air cover will be proy ided for our troops 1m Kurope should hostili- 
ties occur. It was made clear to the committee that the program is a 
vitally important element, not only to the build-up of our Air Forces to 
the 126-wing goal, but also to the creation of an over-all balanced 
force in Kurope to serve as a deterrent to and to provide minimum 
adequate defense against attack. 

The Department of Defense sought the inclusion of 250 million 
dollars in authorization for this air-base program in this bill. It was 
explained that earlier authorizations had been obtained in the Mutual 
Security Act, partly because at the time they were needed, that act 
was the only remaining vehicle through which they could quickly be 
obtained, but that it was deemed more appropriate now by the execu- 
tive branch to seek this year’s authorizations in the military construc- 
tion bill. This decision was taken because military construction and 
only military construction is involved 

The committee also noted that Mr. Lovett and Mr. Harriman, in 
their testimony before the Foreign Relations Committee and the 
Foreign Affairs Committee on the Mutual Security Act extension, 
had stated that all additional authorizations and appropriations 
needed this year for infrastructure facilities in Europe would be 
sought in the military construction bill. 

The committee agreed that the military requirements for air bases 
and signals facilities in Europe for the United States and the other 
NATO forces under General Ridgway were valid. The committee 
also agreed that it was essential for the United States to contribute 
to the financing of these facilities. Strong ground support and air 
cover, and the air superiority which these cannote, are vital to any 
thorough plan of defense of Western Europe. Such support and air 
superiority cannot be provided without a network of air bases with 
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depth and flexibility of use. Such a network will also act as a strong 
deterrent to attack. 

The committee, however, felt that it would be more appropriate to 
seek the necessary authorizations as part of the over-all Mutual 
Security Program. The committee therefore declined to include any 
authorizations in the military construction bill either for NATO- 
financed air-base construction, or for related support items 

t is of substantial interest that the three military departments have 
aut this time relatively large unobligated balances from prior appropria- 
tions. This was a matter of considerable interest and concern to the 
Armed Services Committee at the beginning of the hearings. When, 
however, it was mt that much of the unobligated money was 
from the fiscal vear 1952 appropriations which did not become avail- 
able to the deminniote nts until after the first part of this vear, it was 
understood that the fault lay not with the departments but with the 
circumstances attendant upon the availability of money. Persuasive 
testimony was given to the effect that these unobligated funds are 
far advanced with respect to planning and will be the subject of obliga- 
tion at a rapid rate during the remaioder of this vear. The Armed 
Services Committee felt, therefore, that it should have no hesitancy 
in authorizing the appropriation of further funds to continue the con- 
struction programs of the departments. The committee was assured, 
and during the testimony was convinced, that the obligation of funds 
authorized for appropriations by this bill will be promptly effected and 
well-considered evidence was furnished substantiating the capability 
of the departments to do this. 


Titite I—Army 


Perhaps the most precipitant demobilization in our armed services; 
following VJ-day, occurred in the Army. 

At the peak of World War II, the Army had a troop strength of 
over 5,335,683. By June 25, 1950, the strength was 592,000. Today 
it stands at 1,552,000. 

At the peak of World War II the Army had 603 installations in the 
zone of interior, exclusive of industrial installations, national ceme- 
teries, and subposts of main installations and small satellite bases. 
That number had been reduced to 170 installations in the zone of 
interior, exclusive of industrial installations and national cemeteries, 
as of July 26, 1951. At the present time there are a total of 23 
installations within the zone of interior under Department of Army 
jurisdiction. Twenty of these are in an inactive status. 

Most of World War I1 construction at Army posts, camps, and 
stations was either of the mobilization tvpe, an all-frame building, 
or the theater of operations type, a wooden frame with tar-paper 
siding. Much of this type of construction, particularly the theater- 
of-operation type, has completely disappeared through normal wear 
and tear and deterioration by the weather. It was never intended 
that this tvpe of construction would last for a long period of time. 
It was emergency construction which served its purpose and has now 
disappeared. 

In addition, as the Army rapidly demobilized following VJ-day 
and funds became less available for defense purposes, the Army 
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withdrew into its permanent installations and large numbers of posts, 
camps, and stations, which had been used for the support of the 
Army, were declared surplus. They then came within the jurisdic- 
tion of the War Assets Administration and were disposed of to State 
and local municipalities and various groups under the provisions of 
the Surplus Property Act. Some of the disposals provided recapture 
clauses, others did not. 

As the result of the demobilization of personnel and the wholesale 
disposal of Army facilities, the Army simply does not have the mini- 
mum facilities to support its present strength, which strength was 
established by the Joint Chiefs of Staff. 

During fiscal year 1949, 1950, and 1951, Congress appropriated a 
total of $741,500,000. Of this amount, $660,000,000 will have been 
obligated by June 30, 1952, with an unobligated balance of $81,500,000. 
For fiscal year 1952, late in the fiscal year, a similar appropriation of 
$1 billion was made and by June 30, 1952, $398,500,000 will have 
been obligated, leaving an unobligated balance of $601,500,000. 
These unobligated balances of $683.0 million will be reduced at an 
accelerated rate during fiscal year 1953. The committee approves 
for authorization the sum of $383,291,000 for “ Military construction, 
Army” for fiscal year 1953. 


SECTION 101 


2 
the total being requested, $171,644,000 or 44.7 percent is for con- 
struction in the continental United States and $68,617,000 or 17.9 
percent is for overseas construction. 

The authorization within continental United States is broken down 
by commands or services as follows: 

1. Army Field Forces, $101,646,000 or 26.5 percent. The mission 
of the six continental armies which comprise the Army Field Forces, 
is the training and general support mission of the Department of the 
Army. 

This sum is for the erection of barracks, mess halls, administrative 


Of the section 101 authorization of $240,281,000 or 62.6 percent of 


buildings, firing ranges, classrooms, and other similar type facilities 
for the support of the troop bases in this country. 

The authorization for Army Field Forces is further broken down 
by United States continental Army commands as follows: 

(a) First Continental Army, $8,937,000 or 2.3 percent for troop 
housing, administrative, operational, maintenance, ammunition, open 
and closed storage, community and medical facilities, and utilities. 

(6) Second Continental Army, $23,515,000 or 6.1 percent for troop 
housing, administrative, operational, maintenance, training, research 
and development, and communication facilities, ammunition storage, 
land acquisition, training buildings, and utilities. 

(c) Third Continental Army, $25,440,000 or 6.1 percent for troop 
housing, administrative, operational and maintenance  facilties, 
ammunition, liquid fuel, covered, cold and open storage, land acquisi- 
tion, traming buildings, and utilities. 

(dq) Fourth Continental Army, $20,995, 000 or 5.5 percent for troop 
housing, administrative and maintenance facilities, training buildings, 
open and covered storage, land acquisition, and utilities 

(e) Fifth Continental Army, $10,380,000 or 2.7 pereent for troop 
housing, administrative, operational and maintenance facilities, open 
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and ammunition storage, traming buildings, and troop-support 
facilities. 

(f) Sixth Continental Army, $14,379,000 or 3.8 percent for troop 
housing, administrative, operational, maintenance, communications, 
medical and training facilities, research and development and test 
facilities, ammunition, open, covered, and liquid fuel storage facilit 
training buildings, and utilities. 

2. Military Academy, West Point, $280,000 or 0.1 percent. The 
mission of the United States Military Academy is the training of the 
officer cadre of the Department of the Army. This sum is for a 
training building. 

3. Ordnance ( Corps, $26,961,000 or 7.0 percent. Kor storage. in 
cluding ammunition, research and development, supporting facilities, 
and utilities. 

Chemical Corps, $24,247,000 or 7.0 percent. For storage, re- 
search and development, operational facilities and utilities. 

5. Signal Corps, $9,857,000 or 2.6 percent. For troop housing, class- 
rooms, research and development laboratories, and supporting utilities. 

6. Corps of Engineers, $3,814,000 or 1.0 percent. For troop hous- 
ing, warehousing and storage, research and development. facilities, 
training facilities, and utilities. 

Transportation Corps, $3,854,000 or 1.0 percent. ‘Troop housing 
and supporting utilities, construction of staging areas for oversea move- 
ment, ammunition-loading terminal. 

8. Army Medical Service, $1,005,000 or 0.3 percent. For hospital 
wards, troop housing, and supporting facilities and utilities. The 
mission of the corps and services of items 3 through 8, above, is the 
appropriate technical and logistical support of all Department of 
Army Forces. 

The authorization within continental United States is also broken 
down by types of project as follows: 

858,358,000 or 15.2 percent for Army research and development 
projects and research and development projects for which the Army 
has joint responsibility. 

$38,144,000 or 9.9 percent for troop housing. 

$17,830,000 or 4.7 percent for land acquisition, primarily tank 
firing ranges. 

$15,454,000 or 4.0 percent for training facilities. 

$13,559,000 or 3.5 percent for utilities. 

$13,479,000 or 3.5 percent for maintenance and shop facilities at 
training and school installations. 

$9,574,000 or 2.5 percent for administrative and operational! 
facilities. 

$341,000 or 0.1 percent for family housing. 

$4,925,000 or 1.3 percent for roads, community, airfield and com- 
munication facilities and other miscellaneous minor projects. 

$171,664,000 total or 44.7 percent of total authorization request of 
$416 million. 

The need for 58.4 million for Army research and development 
projects is considered highly essential by eminent scientists of the 
panels and committees of the Research and Development Board 
and should be provided at an early date to meet specific research and 
development program objectives. There are no existing Army-owned 
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or ciyihan buildings available for this purpose as the reques 
facilities are generally unique tvpes of structures 
The 38.1 million item asked for troop housing is for the construction 


° > ) OQ 1] ] ‘ 7 } 
of 16,892 permanent spaces costing 37,027 million and 1,040 modified 


emergency spaces costing 1.1 million. These troop spaces are planned 
for stations with an aggregate strength of 215,52 
officers. This compares with approximately 210 million authorized in 
fiscal year 1952 for 78,600 permanent, 14,000 modified emergency, and 
2,250 emergency types. 

The 17.8 million requested for land acquisition is for 153,826 
acres at 8 locations. Thre major portion of this acqu 
expansion of three installations (Forts Brage, Hood, and Knox) to 
provide adequate land area to fire the 90 and 120 mm. tanks and for 
maneuvers. 

The 15.5 million for training facilities is for schools, classrooms, and 
field training aids. The major portion of this amount is for two 
schools, the Artillery School at Fort Bliss, 3.1 million, and combined 
AG and Finance School at Fort Benjamin Harrison, 7.6 million. 

The 13.6 million for utilities is for the construction of new facilities 
and the extension and rehabilitation of eXISting facilities Included 
in the list are water supply, distribution, treatment and storage; 
electrical distribution and substations: sewage treatment plants and 
collection systems; heating plants; street lighting; sprinkler systems 
and storm drainage. 

The $13.5 million for equipment maintenance and shop facilities 
included in this item are mainly due to the assignment of new or ex- 
panded troop training missions which require the use of new, heavier, 
bulkier, more complex troop equipment. The requirements for repair 
of this equipment make necessary the expansion of existing 


enlisted men and 


quisition Is tor the 


mainte- 


nance shops and structures. Floors and hardstanding will not bear 
the heavier loads, higher roofs are required, and larger capacity travel- 
ling cranes are needed to handle the equipment Inder re pair. Also, 


the added workload due to increases in the amount of heavy combat 
equipment assigned to Infantry and Armored divisions, as compared 
to World War Il allowances, requires large! capacity Maimtenance 
shops. 

The $9.574 million for administrative and operational facilities 
includes approximately 1 million for administrative facilities and 9 
million for operational facilities at Field Force installations. Included 
in the administrative facilities portion of this category is an addition 
to the post headquarters at 
in the shop area at Fort Eustis, a headquarters and administrative 
budding in the Engineer Replacement Training Center at Fort 
selvoir, and an administration building at Camp Gordon, Ga. Some 
major items included in the operational portion are a fire-security 
building at Detroit Arsenal, a map-reproduction building for the Army 
Map Service, materials laboratories at Fort Bliss, a parachute storage 
and issue building at Fort Bragg, an addition to t tral heating 
plant at Madigan Army Hospital, and related operationa 
and issue facilities at various Army installations 

The $341 thousand for family housing is for the construction of 24 
family on-post housing units at Vint Hills Farm, Va. This is just a 
token amount of the over-all shortage of approximately 85,000 housing 


Kort Mleade, an administrative building 


VpDe storage 
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units required for the support of the pe: ne Regular Army. Part 
of this housing requirement is being met by Wherry housing. There 
has been completed for occupancy 23 Wherry projects of 9,214 units; 
under construction are 21 Wherry projects of 7,177 units; construction 
is imminent on 6 projects of 1,398 units; and 29 projects of 4,566 units 
are under development or are being considered. 

The remaining 4.925 million is for roads, railroads, community, 
airfield and communication facilities, and other miscellaneous 
minor projects not included in the above general broad categories 
of construction. 


Overseas permane nt and gene ral areas 


Section 101 includes projects ieee $68.6 million for continuation 
of the program in Alaska, Okinawa, Caribbean, and Hawaii, and for 
unforeseeable emergency-type projects in all overseas areas. The 
mission of these overseas garrisons is for the defense and protection 
of our territories and possessions and the perimeter defense of the 
United States. The break-down is as follows: 

$39.826 million or 10.4 percent for continuation of construction in 
support of a permanent Army Force in Alaska. Family housing, 
troop housing, ammunition, liquid fuel, open, closed and cold storage, 
community, ‘operational, administrative, maintenance, water front, 
research and development and test facilities, training building and 
utilities. 

$20.700 million or 5.4 percent for contmuation of construction in 
support of a permanent force in Okinawa. Family housing, troop 
housing, administrative, operational, maintenance, training buildings 
and facilities, ammunition and covered storage, and utilities. 

$5 million or 1.2 percent overseas unforeseeable emergency projects. 
For restoration or replacement of facilities damaged or destroyed 
and provision for other urgent unforeseeable construction require- 
ments. 

$3.052 million or 0.8 percent for operational and administrative 
facilities in the Caribbean, 50 percent of which is for an Ordnance 
repair shop at Corozal. 

$39 thousand for a communication facility in Hawaii to support 
Army operations in that area. 

$68.6 million total, or 17.9 percent of total authorization requested. 


SECTION 102. CLASSIFIED CONSTRUCTION IN CONTINENTAL UNITED 
STATES AND FOREIGN AREAS 


$143,010,000 or 37.4 percent. The mission of units in these areas 
is classified. Of the above amount, $6,960,000, or 1.8 percent is for 
the continental United States and the remainder, or $136.350 million 
or 35.6 percent is for overseas temporary areas. 

The appropriation of $1 billion by Congress during November of 
1951 for fiseal year 1952 Army construction occurred 5 months after 
the beginning of the fiscal year. This appropriation of funds after 
the seasonal termination of favorable weather for construction pre- 
cludes maximum opportunity for obligation of funds during any cur- 
rent fiscal year. This fact coupled with time of reprograming by the 
Department of the Army (necessitated by congressional action in an 
across-the-board reduction of the fiscal vear 1952 appropriation of 
from $1.234 billion to 1 billion), deferred until December the submis- 
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sion of Oe ee Bureau of the Bude mr release 
of funds. Additional project justifications required by the Bureau of 
the Budget in its det ailed reviews ot these Dp tionment requests 
resulted in further delavs in the actua elense oO nas Ir nuch 
as advertisement of bids for construction projects cant made by 
the Corps of Engineers until funds have been released to thet rh 
from 1 to 3 months are required for advertising at warding of con 
tracts, appre ‘able obheation of these funds di not oceur unt thie 
second or third month of 1952 Considermeg the above iets ie 
Corps of Engineers are to be complimented in their progress in the 
obligation of more than one-third of the $1 billion appropriates 


SECTIONAL ANALYSIS OF iT! [ 


The new dollar uwuthorizations ure COontaIMed TW Ssectl - md 102 
They are summarized in section 402 

Section 101 contains projes ts within the nui L thane 
United States amounting to $171,664,000 and ps ts 
overseas areas amounting to $68,617 00! The total section I 
is $385,291,000. 

Section 102 contains projects for construction at classified locations 


The dollar authorization is $143,010,000 


TitLte JI—Navyi 


Title I] authorizes the Department of the Navy to improve and 
expand its shore facilities to the extent of $285,750,000 This sum 
covers only the highest priority construction projects essential to 
the present shore establishment 

The Naval Shore Establishment’s primary purpose is to provide the 
necessary logistic support for the fleets and Fleet Marine Force. The 
continuing, obvious, and possible threats to our National Security 
together with the incredible advancement in technology, have directly 
increased the scope, character, and magnitude of the Shore Establish- 
ment’s responsibilities. 

During fiscal vears 1946 through 1950, both inclusive, there have 
been appropriated approximately $415,000,000 for Navy and Marine 
Corps public works projects. 

In the regular 1951 public works program, $62,928,000 was appro- 
priated. 

These pre-Korean public works programs emphasized research and 
development, and, included funds for capital maintenance and im- 
provements. However, these sums—totaling about $478,000,000 
although substantial, proved to be insufficient to - vent certain de- 
terioration of the shore establishment and a degree of obsolescence of 
shore facilities. 

With the beginning of Korea, the Navy and Marine Corps’ respon- 
sibilities increased substantially in all respects, thereby a corres- 
ponding increase accrued to the shore establishment. Hence, public 
works funds were made available in three supplemental appropriations 
amounting to approximately $406,856,000. These supplemental 
appropriations were made primarily in view of the operations in 
Korea. 

During the second quarter of fiscal year 1951, the Navy Depart- 
ment prepared estimates of requirements for the shore establishment 
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to meet its needs, acting upon guidance laid down by the National 
Security Council and the Joint Chiefs of Staff. 

The present Bill will enable the Department of the Navy to under- 
take only about 13 percent of the total construction presently required 
to place the naval shore establishment in a full state of readiness. 
The authorizations include no items which are merely useful or de- 
sirable. All are necessary and critical items of the highest priority. 

The Navy's effort in the fiscal year 1953 program is divided into 
13 classes. ‘The following is a summary of the character and extent 
of the Navy proposal! in each of these categories. 


1) Shipya d facilities 
New authorization: Continental (6.5 percent of program $19, 095, 000 


The proposal this vear for the Bureau of Ships totals $19,095,000 
or 6.5 percent of the total Navy proposal covered in title I]. This 
amount of new authority will permit construction of a facility at one 
shipyard to give crane service for the Forrestal type carrier when 
drydocked. It also will permit correction of part of the deficiencies 
at east coast shipyards so that they can handle the increased submarine 
overhaul and conversion workloads; the provision of urgently needed 
electronics overhaul facilities at two east coast shipyards; and, the 
completion of the reconstruction of a large drydock at the Brooklyn 
Shipyard. 

2) Fleet facilities 
New authorization: 


Continental (3.7 percent of program) $10, 557, 000 
Overseas (6.6 percent of program ‘ IS 897, 000 
Total ee 29, 454, 000 


The next category covers facilities at naval bases and stations which 
furnish direct support to the operation of fleet units. New authority 
proposed under this category amounts to $29,454,000 or 10.3 percent 
of the total proposal for the Navy. It provides needed dredging and 
mooring facilities for deep-draft ships at fleet anchorages; repair and 
construction of berthing piers, and other supporting shore facilities 
and headquarters facilities for fleet major commands. 


Ai ation tacolities 


Ne it ( 
(‘o) tal (7.7 percent of program $22, 242 000 
Overseas (27 percent of program 77, 197, 000 
Total ‘i 99 439, 000 


This area of our shore establishment, which is under the Bureau of 
Aeronautics, has suffered the greatest degree of obsolescence since 
World War II as a result of rapid advances in aircraft design, pro- 
pulsion, and equipment. The Bureau of Aeronautics portion of title 
i amounts to $99,439,000 or to 34.8 percent of the total proposal 
for the Navy in this title. Of this sum $22,242 ,000 is for construction 
at one naval air station, a Marine Corps air station, three Navy 
auxiliary fields, and three research and development activities in 
continental United States, and $77,197,000 is for construction and 
improvements at Overseas air installations. 
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Sx ppl ii 
Authorization: 


Continental (9.5 percent of program >Z » OOO 
()verseas 0.2 percent of program WD 
Total SZ SS OOO 


The Bureau of Supplies and Accounts has the responsibility fo 


depot storage of logistic supplies, equipment ama Mhateriais, a 

the training of personnel involved im depot management Under 
the current proposal $27,119,000, or 9.7 percent of tl 

is allocated to this category for construction at four major de} 


for the provision of a traming facility ior cargo hanadiil 
at Norfolk, Va.; and, for the provision of bulk ter it 1 cl 
bution facilities for aviation fuel operat rements supp 
of three major jel complexes on the west coast New author 

proposed at overseas istallations for supp | 


POL storage, in support of fleet requireme! 


5 Varine Co 


Authorizatior Continental (5.1 perce) of pr 


: t ) 

New authority for Marine Corps facilities in this pro 
to $14.626.000 or 5.) percent of the total Na propos: t eS 
not cover Marine Corps air facilities whicl 0 
control of the Bureau of Aeronautics 

The current proposal for the Marine Corp l pn S 
major imcrement of construction at th ecded ne 
supply depot, and a small addition to the Amphibio Wa - 
at Quantico Va NO new authority Ss pro] 
struction 

é Ord , 
Authoriza 
Cont i iO 
Overseas (2.8 f prog { 
| 2 00 

New authority for construction of tacility ra 
control of the Bureau of Ordnance amounts to $36,652 
12.8 pe reent of the Navy total nt 14 1 | ss tl } | 
will permit construction of additiona os 
overseas locations, to provide StOrace .) l LY a ho 
munition procurement and improvement of 
facilities It will also permit correction 
ammunition depots, the construction o 
tizing ships and augmentation of researe| ( 
Authorization: ( t ntal (5.7 per . 2 

This category covers facilities for 1) 1) sted 
personnel, facilities for technical train : 
facilities for officer schooling from initial indo 
grad late to the war college schoo! 1i¢ fi ive 
ment control of the Burean of Naval Pet rin TI ODO 
current program allocated to sery ‘ Choo 


S16 2290 000 or to 
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pernut the correction of deficiencies and the continuation of develop- 
ment at existing training establishments including the naval am- 
phibious bases at Little Creek, Va., and Coronado, Calif, 


8) Medical facilities 


\uthorization: Continental (4.9 percent of program _ _ $13, 970, 000 


This portion of the program amounts to $13,970,000, or to 4.9 
percent of the Navy total. It provides a major increment for the 
construction of an 800-bed hospital on a 1,500-bed chassis at Norfolk, 
Va., and a small second increment for the construction of a medical 
supply depot at Edgewater, N. J. 


9 Communteation facilities 
Authorization 
Continental (1.1 perecert of program $3, 136, 000 
Overseas (1.5 percent of program +, 318, 000 
Total 7. 454, 000 


The objective with regard to communication facilities is to provide 
an efficient system which will properly meet the needs of fleet opera- 
tional and administrative communications, of security and intelligence 
and of joint service operations. The portion for communications in 

itle II, the bill now before vou, ganas to $7,454,000, or to 2.6 per- 
cent of the Navy total in title Il. It will permit continued develop- 
ment of two existing facilities within the continental United States, 
and further development of networks overseas. 

10 On oa al Research 
\ rization: Conti tal (0.2 pereent of program - $500, 000 


Under the Offiee of Naval Research a small item is budgeted in the 
eurrent bill. amounting to $500,000, to improve and modernize the 
resent facilities at the Naval Research Laboratory, Anacostia, D.C 


} y 
\ atio { ti tal 2.7 per ent of program _ $7, 865, 000 
(Overseas 1.2 p reent of pr wram 12, OOO, OOO 
Total 19, 665, OOO 
For facilities under the management of the Bureau of Yards and 
Docks new authority is proposed in the amount of $19,665,000 which is 
C.J percent of the total proposal for the Nav yi title Il. Of this 
amount approximately ee million dollars is for construction of a Hew 
ype floating drydock to handle the new LST’s, improvement of 
eonstruction battalion training facilities at Davisville, R. ® and 
improvements to the Key West aqueduc The remainder, 12 million 
dollars is proposed for the replacement of interim family housing 


facilities at Guam, Kwajalein, Philippines, and Cruantanamo Bay. 
—? was originally improvised from Quonset huts and 
similar temporary construction has deteriorated badly and now 
constitutes a serious maintenance and morale problem. [t is planned 
to replace approximately 2.400 of these units with ste end HA 


tropical-type construction now being used for title VIIT projects in the 


mm } a 
his hous 


Pearl Harbor area. With the use of military construction personne! it 
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is estimated that the maximum unit cost of these units would not 
exeeed $5,000 and the replacement program could be phased over a 3- 
year period. 

12) Hydrograpl 


Authorization: Continental (0.2 percent of progran S687. 000 


ls Na al Obs wory 
Authorization: Continental (0.1 pereent of progran SOH OOO 


These last two categories contain one item each 

The item for the Hydrographic Office wil provide additional space 
at the chart production facility at Suitland, Md., to relieve the Oo 
crowded conditions at that installation This is to be an addition to 
the present building at a cost of S6S7.000 

The item for the Naval Observatory is to provid at a cost of 





SUB .Q00, a permanent facilitv at Richmond, Fla oO ouse delreate 
instruments used in time determination 

The foregoing summarizes briefly the N program as it is dis 
tributed among the various classes of fa: 

Some over-all statistics applying to the program at 

‘Troop housing inh the proposal includes accommodations for a total 
of 5 253 enlisted men ana for 687 bacl elor officers ()j these 5.059 
barracks spaces and 500 bachelor officer iw S are overseas In the 
continental United States the barracks spaces are OF permanent con 
struction ata cost of $3,875,260 Overseas 2.059 barracks spaces a 
of permanent construction at a cost of sb 976,750; 1,000 barracks 
spaces are of temporary construction a st of $1,125,000. With 
regard to BOQ’s, the 187 units of permanent construction in tl on 
tinental United States will cost $ ve ) ()y eas : I ) 
permanent construction will cost $550,000 

rey family housing in the continental Unit States Ul Nay 5 ( 
pending primarily on Wherry housing to me Hee In the Navy 
Wherry housing program 2,974 u1 hay dy | onstructed 
9 379 units are under constru mand 13.975 units are anned for 
the future. Public quarters are included in the program for only 2 
officers and 12 enlisted men at an isolated st: Ol ta st of SZ267,.600 

Overseas, the major item of family HOUSHI I he Na proposal 
for replacemy nt of 2.400 hits OL Dare { ) Li hous ne 
as deseribed above under ‘ Yard hal chor Ss Tnecnitie In addition 
to this replacement program the Navy proj to construct a total o 
38 married officers quarters at a cost of S1,176.462 rie ( rters [or 
married enlisted personnel at a cost of > (2.254 at four overseas 
bases. 

The locations of the weulVville vhere replas ent ob mtel m housing 
and augmentation of housin by eo | mm OF addit ial UNITS Is 
proposed as such that developme! ( ‘ { Vill Holl iy projet 
not feasible 

The only recreational facilities include n the Na program are 
for enlisted pe rsonnel at one isolated ove 

The bill neludes authorization for an u yf a to f SOO be 

\ 


at one naval hospital, 16 beds in dispensa at 3 activities, in 
continental United States, and 10 be« 


overseas 
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Land acquisition in the program amounts to a total of 2,315 acres 
at 12 locations at a cost of $1,991,000 plus an avigation easement of 
600 acres at a cost of $66,000. 

The Navy’s active construction program, exclusive of the authoriza- 
tions contained in this bill, total approximately $1,440,000,000. ‘This 
includes all post-Korea appropriations and represents the funds 
heretofore appropriated for the necessary modernization of the naval 
shore establishment. As of today, about $842,000,000 has been placed 
under contract and, of this amount, approximately $483,000,000 has 
been expended. 

The balance still remaining to be obligated totals approximately 
$600,000,000. Plans and ican have been prepared, and bid 
openings scheduled for the next 8 weeks, for contracts totaling about 
$280,000,000. The schedule provides that the remaining sums will 
be arenes) obligated by November 1, 1952. 

The Navy has accepted certain delays in carrying out the program 
by preparing plans and specifications, formally advertising for com 
petitive bids, and awarding contracts on a fixed-price basis, rather 
than incur possible additional costs involved in awarding contracts 
by negotiation on a cost-plus-fixed- fee basis. 

Virtually all of the public works funds appropriated for fiscal vear 
1952 will have been obligated within 12 months after the ‘Vy were mi ade 
available. 

Based on past performance, and following the same conservative 
business procedures heretofore mentioned, the Navy estimates that 
approximately 75 percent of the fiscal vear 1953) program will be 
placed under contract within 8 months after funds are made available 


SECTIONAL ANALYSIS OF TITLE II 


The new dollar authorizations are contained in sections 201 and 
202. The are summarized in section 402 

Section 201 contains projects within the continental limits of the 
United States amounting to $164,514,000 and projects planned for 
overseas areas amounting to $34,839,000. The total for section 201 is 
$199,353 000. 

Section 202 contains projec ts for construction at classified locations 
Tha dollar nt ithoriz: ation is $8$6.397.000 


Tirte I][—Atr Force 


The Air Force would be authorized $2.089 billion in this bill This 
includes proj ets outside the Am ntal United States to proy ide for 
construe tion in support of the NATO forces in Weste rh Kurope, and 
fora number of air bases overseas where the Air Foree does not as vel 
have firm base rights 

The base program covered by title II] is vital to the Air Force. 
The program provides an increment of the operating and support 
facilities needed for the 126 ecombat-wing force. ‘These facilities must 
be “in place’? within the next 2 vears, so that the Air Force will be 
prepared to defend our country at a time when possible enemies will be 
stronger than they are now-——especially in atomic weapons. This 
authorized base construction will not only be vital to our safety, but 


t 


also to the rest of the free world, at a time when the power and 
at l ; | 
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carrying capacity of United States air will have to be much greater 
than it is now. 

The Air Force program is tokconstruct asvstem of bases ahd mstalila- 
tions which is adequate to support the men and the equipment that 
will be developed and maintained with the funds contemplated by 
H. R. 7391, the Department of Defense Appropriation Act. 195° 
which was passed by the House on April 9, 1952. 

As General, Vandenberg recently informed the Congress, there will 
be in existence by 1954 the means of launching a lone-ranve atomic 
attack against the United States. Unless effectively opposed, this 
attack could neutralize our own ability to retaliate and at the same 
time could seriously cripple certain key centers of the industrial 
productivity that we depend upon for ultimate victory in war. Of 
course such an attack on the United States could be made at any 
time between now and 1954; but it is doubtful if it could be a sustained 
attack, prior to that time. 1954, then, is the most critical vear to be 
considered in the Air Force construction build-up 

The construction experience of the Air Force indicates that after the 
authorizations and appropriations are obtained, and thi property 
rights are secured, an average of 20 months will elapse before the 
Air Force can have a complete and usable operational base. The 
point the committee wishes to emphasize is that the entire bas 
program the Air Force requires for 1954 ought to be “under constru 
tion” how, so that the Air Force will be prepared LO resist anv attack 
and to retaliate if such an attack be launched 

Unfortunately, the bases and installations program of the Air Force 
has lagged far behind its personnel and procurement programs. Of 
the three main pillars of the Air Foree, the machines, the men who 
fly the machines, and the bases which thes nen and machimes use 
the last, the base structure, is the weakest The committce is aware 
that the Air Force is no stronger than the weakest of these three basic 
elements. 

The effort of the Air Force has been to phase the men, the equipment 
and the bases so that each will come into | + at approximately the 
same time. In other words. the men will be available to use th 
equipment when it becomes available, and the bases and installations 
will be ready for both men and machines : thnev come no, 
While this has not always been accomplished successfully, due to the 
great complexity of the Air Force program and the slippages which 


occur in different degrees in its many phas t is the goal of the Air 
Force; a goal toward which the Air Force devotes very considerab! 
effort. 

The other basic aspect of the program is really a part of the 
broad problem already discussed —is the overseas base program upon 
which so much of the power and defense of this country depends. 


This overseas program, aside from the logistical support factors that 


are involved, is intended primarily for the support ol the Strategie 
Air Command of the Air Foree. It is this command that ts prepared 
on short notice to take off from bases within the United States to 
retaliate against anv aggressors on the face of the glol It is this 


command, with its heavy and medium bombers, that is considered 
by the Department of Defense and by the entire NATO organi 
as the No. 1 deterrent to aggression by any possible foe. While this 
command now has its ‘at home” bases the United Sta d 


H. Rept. 2143, 82-2 3 
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additional bases within the United States will be necessary as the Air 
Force grows, it is also essential that some of the wings of this command 
be based abroad; and, that the Air Force have additional bases 
abroad: (1) for the use of fighter planes to protect the bombers; (2) for 
the use of bombers in landing, after a raid, for refueling and repair; and 
for landing and refueling on the way to a raid. It is essential to 
avoid a lengthy and disastrous atomic campaign of attrition that - 
command be in a position to saturate any enemy within the space of : 
few days with any of the weapons whic h we have at our command. 

Basically, the foreign installations program of the Air Force is 
designed to enable the Strategic Air Command to carry out this vital 
mission. The cost of foreign bases is high; nevertheless, their value 
may be incalculable. Because of the cost, however, the Air Force has 
reduced the construction of its overseas bases to bare essentials, which 
include minimum operational and support facilities. 

In considering the entire base structure of the Air Forece—it must 
be recognized that the investment which the committee believes must 
be made in these bases is part of the investment which has been made 
in our atomic weapons program. No purpose will be served if we 
develop the best and largest quantity of atomic weapons but fail to 
provide the Air Force adequate facilities for it to accomplish its 
responsibilities in delivering this weapon. 

The Air Force’s foreign base program for the use of the Strategic 
Air Command is spread across the world from the Far East, across 
the southern part of Asia, across North Africa, across the west of 
Europe, and back through the northeast approaches of the United 
States. The Air Force must have this overseas base structure. 

The major command breakdown of the Air Force authorization 
request is as follows: 


Continental United States (contained in sec. 301) 


Percent 

Strategic Air Command $410, 336, 000 48. 6 

Air Defense Command 59, 365, 000 7.0 
Tactical Air Command 94, 826, 000 La. 2 

Air Training Command 137, 187, 000 16. 4 

Air Matériel Command 23, 802, 000 2.8 
Military Air Transport Service 1, 200, 000 14 
(‘ontinental Air Command 2, 340, 000 a7 
Resear md Development Command 70, 941, 000 Ss. 40 
vcial Wea (‘Command lO. TSO, OOO 1. 20 

r or d Command 3, 242, 000 37 

wid 707, 000 . 07 
| 14. O85, 000 1. 66 
. \ledicine & O00. 000 . 95 

7. 990. 000 Q4 

The total of th amounts in the zone of interior is $844,240,000. 

The comparable amount for overseas are as follows: 
Ala \ Air Command S7S, 344, OOO 70. 3 
Far Kast Air Fe 382, 752, 000 29. 4 
Strate 2 A nma 3, 000 a 
The total for these operations overseas is $111,099,000, 

Classified facilities (conta . 902): Various locations $1, 1338, 938, 000 


The committee has consistently held that family housing should be 
built by the military only in those cases where private capital cannot 
or will not provide adequate rental housing. The Air Force has been 
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exploring the possibility of providing rental housing by such a plan 
in various overseas locations. It is apparent to the committee that 
such rental housing can be provided only if some form of guarantee, 
indemnity or other participation, is made available to assure the re- 
duction of the invested capital through amortization to a level which 
can be supported by the local economy. Seetion 302. includes 
$100,000,000 in authorization for this purpose or for direct construe- 
tion. The services have agreed that no direct construction of family 
housing facilities will be performed under this authorization without 
prior clearance with the committee. It should be noted that this 
fund will be administered by the Air Foree against the needs of all 
services. 

A knowledge of the following facts and the statistics may result 

better understanding of the Air Foree proposals in title LI 

The build-up from 95 wings (SO combat wings plus 15 troop car- 
riers) to 143 wings (126 combat wings, plus 17 major troop carriers 
groups) will provide the United States with an increase of Air Force 
striking power to the extent of 50 percent. This is being achieved 
by a military strength increase of only 13 percent, going from 1,061,000 
to 1,210,000 military personnel. The increase in striking power gen- 
erates a need for a greatly expanded base structure, both in the United 
States and abroad, to meet the strategic and tactical requirements. 
As previously pointed out, the base construction has lagged consider- 
ably behind the aircraft and personnel programs. 

This lag has created an urgent necessity for bases to be provided 
rapidly, by the expansion of active bases wherever possible, the acti- 
vation of former Air Force bases, and by providing minimum opera- 
tional and support facilities at many new locations overseas. With- 
out adequate supporting bases, the build-up in aircraft and personnel 
contemplated under the Defense Appropriation Act, 1953, cannot be 
utilized effectively. 

The amount of dollars unobligated from funds made avallahle to 
the Air Force in prior fiscal vears is as follows: 


{In millions of dollars] 


estimated estimated 
. Potal appr I Ser E 

Fisca] year riatio unobligated unexpended 

I Apr. 30, 1952 Apr. 30, 1952 
1950 Sold is — 194.2 ) os. 3 
1951 ; i ; 1, 455.7 110.0 |) heeled 
1982... Sd eee a : 2, 173.5 1, 727.1 |f aero e 
I iN a ia 3, 823. 4 1, 837 2, 739.4 


The Air Force forecasts that total obligations will reach $2.37 
billion or 61 percent on July 1, 1952; and $3.72 billion or 97 percent 
by January 1, 1953. 

Air Force programs totaling $3.192 billion had been released as of 
June 1, 1952. The Air Force expects to have released $3.6 billion, 
or 94 percent, by August 1, 1952. Delay in obtaining the release of 
these funds was due prim: arily to tWo Cc onditions 1) the authorizations 
and funds prov ided for the 95-wing program had to be reviewed and 
adjusted to the 126 combat wing program; and (2) apportionment re- 
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quesis that reflected these adjustments were reviewed by the Office, 
Secretary of Defense, and the Bureau of the Budget; and, in many 
instances it was recessaryv to obtain congressional clearances for the 
required reprograming 

Obligation rates tend to lag behind the Au Force release of funds 
bv about 3 to 5 months. This time lag resulis from the administra- 
tive procedures incident to obligation of the funds, such as: (1) pro- 
cessing funding documents, by the At Force to its construction 
agencies, and by the construction agencies down Lo the field offices: 
(2) and the normal 30 to 45 days required for the advertising and 
review of bids. 

The above two considerations on release of funds and normal time- 
lag in obligating, together with the fact that the fiscal vear 1952 funds 
in the amount of $2,173,500,000 were noi appropriated by the Con- 
gress until November 1, 1951, account for the large unobligated bal- 
ance of 1.8 billion dollars as of April 30, 1952. 

The committee considered 40 installations within the United States 
where no authorization was requested by the Air Force under title ILI. 
At these so-called zero bases, involving a total of $94,484,000, a 
definite requirement exists for specified facilities to meet planned acti- 
vation of units. The Air Force was given approval to merge these 
new facility requirements with those already authorized in Public 
Law 155, Eighty-second Congress, so that the combined programs 
could be prosecuted in an orderly manner, obligating those items of 
the combined list that can be obligated most rapidly. This merger, 
or combining of projects, will not exceed the total cost of work author- 
ized under Public Law 155 with respect to such installations 

An example of the foregoing is Bergstrom Air Force Base, Austin, 
Tex., for which $16,465,000 was authorized in title IIL, Public Law 
155, Eighty-second Congress. It is now necessary to increase the 
Scope of the authorized armament and _ electronic shop by 7,900 
square feet to meet Air Force requirements; a 10,000 gallon lubricating 
oil storage facility is needed; and, an additional small utility item is 
required. These new items total $124,000 and each falls within the 
authorized categories of construction for this base, as set forth in 
Public Law 155, Eighty-second Congress. In the transition from 95 
wings to 126 combat-wings, a reduction in airmen’s dormitory spaces 
has resulted in savings within which the new authorization require- 
ment of $124,000 can be absorbed. Such excess authorization does 
not exist in every case, and since the new requirements are as urgent 
as the existing authorizations, the Air Force will request new author- 
izations in supplemental public works programs to complete required 
facilities at such ‘‘zero bases.”’ 


The Air Force’s effort in its housing program is divided into airmen 
dormitories, bachelor officer quarters, and family housing, as follows: 
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The following information pe rtaimns to \\ Herry-ly pe fan VY housil 


Status of project 


Complete as of Mar. 31, 1952 S, 02 
Under construction as of Mar. 31, 1952 7. ai 
Plant if the f ‘ 
| al Q Qa” 
In order that the Congress may have presented to it nu COl 
manner the highhy detailed functional responsibilities of i 
elements of the Air Force ther set out. below the missions of 
major commands tn the ord: » which the pperi title If] 
Strategue Au Command Oreanize U1 quip, adn Cl 
prepare a force capable of condueti Strate fir operatio 


Air Defense Command.—To provide for the au ense of the I ti 
States 
Tactical Air Command.—To provide for Air Fore 
land, naval, and/or amphibio is toreces and of 
Air Foree units therefor 
acronautical rating: ai crew traiming: tech 
training: mobile training 
Aw Matériel ¢ midid To pro\ ( vaequacle ala ¢ I 


of procurement, production, 1 mce, ame pply | ie | 
States Air Force Provides general over-all logistical support 
all activities and agencies OF 1) Unite Sta \ Io ‘| 
specialized units for the accomplishn ‘ fic los cI ct 
in Overseas areas and theat S | 
lead time to fill requirements 
aetivation and to fill replace! | Od 

Military Air Transport S To 


support ol approved nt War plans; s hie { Ll to ! ) 
ment of Defens thar ihe ) Peni Cy ads { i 


continental United States and « ( nd between and x 
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overseas areas, as directed by higher authority; world-wide air trans- 
port, air weather, airways and air communications, and air rescue serv- 
ice systems; flight service within the zone of interior and as further 
directed; organization and training of Air Resupply and Communica- 
tions Service and all elements thereof; supervision, control and main- 
tenance of primary facilities required for performing its assigned mis- 
sion; theater jurisdiction in overseas areas where MATS units are 
stationed but which are outside the jurisdiction of any other theater 
commander. 

Continental Air Command.—Discharge within the continental 
United States the field responsibilities of the Chief of Staff, USAF, 
with respect to: The Reserve Forces for the Department of the Air 
Force that are assigned to Continental Air Command, including 
supervision and inspection of the Air National Guard of the United 
States. Administration and training of engineer aviation units 
assigned to Continental Air Command. Domestic emergencies 
Miscellaneous administrative functions. In the event of war or other 
emergency, mobilize the units and/or individuals of the Air Force 
Reserve that are assigned to the Continenaal Air Command.  Dis- 
charge within the continental United States such other responsibilities 
as the Chief of Staff, USAF, may direct. 

Research and Development Command. To attain and maintain 
qualitative superiority of matériel and to conduct or supervise scien- 
tific and technical studies required for the accomplishment of the Air 
Force missions. To seek new basic knowledge from which improved 
ee equipment, matériel, weapons, and techniques can be 

leve lope dd. To undertake the dev elopment and recommend the adop- 
tion of appropriate new and improved devices and systems for the 
conduct and support of air warfare, including aircraft, missiles, weap- 
ons, techniques, and procedures applicable to Air Force purposes. 

Special Weapons Command. The mission of this command Is 
included in the mission of the Research and Development Command, 
above 

Air Proving Ground Command.—Deve lop improved operational 
techniques, determine the operational suitability of Air Force equip- 
ment, monitor and conduct field testing of armament in the research, 
levelopment, and engineering fields, and provide and operate facili- 
ties for testing in their fields. 

Air University.—To prepare officers for command of large Air Force 
units, wings, groups, and squadrons, and for staff duties appropriate 
to those command positions. To provide education to meet the 
scientific requirements of the Air Force. To provide instruction in 
aviation medical services. To function as an Air Force doctrinal, 
educational, and research center. 

Alaskan bot Command,.—To organize and conduct the air defense 
of Alaska with appropriate support 

Far east ‘Ab Foree.—To conduct tactical operations in Korea, in 
the air defense of Japan, Ryukyus, Marianas, and United States 
nstallations in the Philippines. To conduct troop carrier, airborne, 
air-transportation opere ations, and medium-bomber operations in the 
Far East. To provide logistic support to FEAF force 
Fee title to and isan Air Foree requirement at inetallation s where 
permanent construction is contemplated. This poliey has been imple 
mented by purchase or donation of all required land in previous fiseal 
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Zo 


years, and the requested land acquisitions contaimed in title IIT wil 


be carried out in conformance with this policy. Donation of exi 
airports from municipalities will be obtained wherever possible ai 
land for required additions thereto will be also obtamed by donatio1 
if possible; otherwise, it will be purchased. 

Land required at installations where semipermanent construction is 
contemplated will continue to be obtained bv donation, long-te 
leases periodically renewable at the option of the Government, o 
purchase. Wherever possible, leases will be at nominal considerati 
Only that land will be purchased at these bases which cannot 
obtained by the other two methods 

Construction of the following medical facilities is provided fo 


title 111: 


L interior 


Overseas 


\s for recreational facil CS within the continental Uni ed Stat 


there are nine service clubs programed \ll are on semipermanet! 
bases and are priced ab SIS pe square Loo except the two LOOM 
square-foot clubs which are on permanent bases and priced ‘ 
per square foot. There are 14 combined sé ce clubs, tl 
chapels, 7 000 square feet en h, priced at SI3 per squa foot: ol 
6 are at Air Defense (¢ ommand stations and Set ACKV\ OO} 

Abroad, there are five service clubs pr uned, each of & 
square feet, and priced at $13 per square foot (belore aq 
overseas COs mdex 

The total Amount of land to be aequn ne C4 tine! ( 
States 1s 47.828.3 acres, estimated to cost $7,915,000 On: pet 
easement will be acquired overseas, estin ost $3.00 

SECTIONAT ANALYSIS O} 

The Hew dollar authorizations are co! Libie ections 
They are summarized in section 402 

Section 301 contains projects with Lhe ontinental | ol 
United States amounting to $844,240,000 and projects 
overseas areas amounting to $111,099 000 he total fo 
$? O89 277 O00. 

Section $02 contains projer Sior const! LOvT) 2 baASSLiTed Lo¢ 
The dollar authorization is $1,133,938,000 

This bill is in substance very similar to Pubhe Lav 
second Congress, Which was last year’s 1 tarv publie wor 

There are some new. or changed, provisior thi 
oO} particular interest a hie Sse are set 

lor eXaly le, ection 2ZO4A re pea 
section 201, Publie Law 910, Eighty CCongress, re 
CONSTPUCLION OF 2h Gat at Camp P let ( i I 


the Armed Services Committee that th ould me 
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indeed, any further funds authorized for construction at that installa- 
tion until the critical water situation ts finally settled. 

Also, within title II] was added a new section 304 which provides 
that the Department of the Air Force may utilize the services of either 
the Army Corps of Engineers or the Navy Bureau of Yards and Docks 
in the prosecution of military public works projects authorized by 
that title. It is realized that this choice has heretofore been available 
to the Department of the Air Force and it was inserted only as an 
indication of the sense of the Armed Services Committee that full 
utilization of these two construction agencies should be made by that 
Department. 

Subsection 401 (b), the so-called Abernethy amendment, is some 
What different from its counterpart in Public Law 155. Kighty-second 
C‘oneress. The new subsection, like 1is predecessor, will permit the 
making of additional payments to persons required to move because 
of the acquisition of land by one of the military departments. Last 
vear’s provision embraced only land acquisition contemplated by that 
measure. The new subsection will be permanent legislation and will 
have the added difference that it will cover, im addition to purely 
military acquisition of real estate, acquisitions of real estate in con- 
nection with the civil works activities of the Corps ol Engineers 
Department of the Army 

Consideration was given to permitting this authority to be used in 
connection with the acquisition of industrial installations. The 
(rmed Services Committee decided, however, that this permissive 
authority should be available to the departments with respect to this 
type of acquisition only where there is mvolved the movement of 
persons and personal property under circumstances similar to that 
involved in the normal acquisition of property for an airfield or camp 

Section 407 of the bill is entirely new and is designed to exclud 
H. R. 8120 from the limitations imposed by section 638 of the Depart 
ment of Defense Appropriations Act of 195 


ry f 0 ritho ation, f I 4 14 on nent J’, ted Sta 
\ arma S30. 461. OOO 
\rr 7. 436. 000 
Fort MeClellan, Annistor 843. 000 
Redstone Arsenal, Huntsville 6. 447, 000 
Camp Rucker, Daleville 6). OOO 
Na 
Air Fores 23, 025, 000 
Craig AFB, Selma 2. 402. OOO 
Birt gyhan Modification Center Bir 
! ghnam 1 6038. OOO 
Brookl AFB. Mobil 1, O35. OOO 
sunt AFB, Montgomery, G71. OOO 
\la ( AFB. Montgomery 2 114. 000 
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Summary of publi ork tutho ation, fisca 


Arizona 
Army e (2 


Fort Huachuea, Nogales S2 
Yuma Test Station, Yuma , Oe 
Navy 
Air Foree 1 430 


Day Is 


Monthar 


Yuma County Airport, Yuma 2, 14 
Luke AFB, Phoenix >, 174 
Williams AFB, Chandle1 77 


Little Rock AFB, Litth tock 31, 165 
Blytheville Municipal Airport B ‘ 
ville 16. 203 
California 
Army 268 
California Institute of Technolog - 
dena R07 
Camp Cooke, Casmalia 50 
Fert Ord, Monterey 7: San 
Camp Stoneman, Pittsburg 1. 476 
Two Rock Ranch, Petaluma 564 
U.S. Disciplinary Barracks, Camp C ‘ 293 


Navy 20, 137 


Naval Amphibious Base, Corona 2, 100 
Naval Ordnance Ty Station, Invoke 629 
Post Graduate School, Monter , 500 
Fleet Air Defense Training Center, I 

Loma 300 
Naval Air Missile Tra gy | P 

Mugu SLE 
Naval Station, San Diego 288 
Naval Supply Depot, San Dieg 3, 933 
Naval Ordnance Depot, San Pedr 1, 670 


Air Force 10. S6] 


Castle AFB, Merced 029 
March AFB, Riversid cee 
Hamilton AFB, San Rafa SS 
Oxnard AFB, Oxnard 782 
Palmdale-Lo Ange] C \ 


Palmdak SO) 
Mather AFB, Sacramento 8 379 
Norton AFB, San Bernardit 1 SOO 
Long Beach Municipa Airport | 

Beach ) 


un 


(090) 


266, OOO 
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Summary of public works authorization, fiscal year 1958, continental United States 


dil 


Continued 





Delaware . $2. 611, 000 
Army 7 
Navv ; 
Air Force $2. 611, 000 
New Castle County Airport, Wilmington 2, 611, 000 
Florida 125, 522. 000 
(Army 
Navy 5, 007. 000 
Naval Supply Depot, Jacksonvill 682, 000 
Kev West Aqueduct, Florida City to Key 

West 145, 000 
Marine Corps Air Station, Miami 3, 734, 000 
Richmond 96, 000 

Air Force__ 120, 515, 000 
Homestead-Dade County Airport, Home- 

stead 31, 516, 000 
Lakeland Airport, Lakeland 19, 167, 000 
MacDill AFB, Tampa 8, 669, 000 
Charlotte County Airport 3, 000, 000 
Pineeastle AFB, Orlando 11, 044, 000 
Tyndall AFB, Panama City 1, 835, 000 
Lynn Haven (Petroleum Storage Area 

Panama City 72, 000 
Palm Beach County International Airport, 

West Palm Beach 1, 200, 000 
Patrick AFB, Cocoa 10, 770. 000 
Eglin AFB, Valparaiso 3, 242, 000 

Georgia $3. 951, 000 
(rmy 6, 944, 000 
Fort Benning, Columbus 5. 753. 000 
Camp Gordon, Augusta 125, 000 
Fort McPherson, Atlanta 12, 000 
Camp Stewart, Hinesville 1, 024, 000 
Navy 27, 785, 000 
Marine Corps Depot of Supply, Albany 14, 463, 000 
Naval Supply Center, Byron 11, 072, 000 
Athens Supply School 2, 250, 000 
\ir Force 9, 222, 000 
Hunter AFB, Savannah 6, 027, 000 
Moody AFB, Valdosta 2, 112, 000 
Dobbins AFB, Marietta 1, O83, 000 
Idaho 15, 265, 000 
Army 
Navy 
Air Force F ‘ ; 5 15, 265, 000 


Mountain Home AFB, Mountain Home- 15, 265, 000 
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Summary of Pp iblic works authorization fis f ( 
Continu 
y Illinois 
Army 
Navy S32 IR] 
, Naval Supply Depot, Great Lakes 3, 281 
Air Force 5. S64 
O’Hare International Airport, Chicago 1, 146 
Scott AFB, Belleville L, 448 
Indiana 
Army 4, 915 
Camp Atterbury, Indianapolis 315 
Fort Benjamin Harrison, Indianapolis 7, 600 


Navy 


Air Force 24 777 
Bunker Hill Naval Air Station, Peru 24.777, 
Iowa 
Army 
Navy 
Air Force 29, 041 
Sioux City Mur icipal Airport, Sioux Cit 29 O41 
Kansas 
Army $370, 
Fort Rilev, Junction City 370 
Navy- 
Air Force 31, 728 
Forbes AFB, Topeka 15, 737 
Smoky Hill AFB, Salina 6, 120 


Wichita AFB, Wichita 9, 87] 
Kentucky 


Army 21, 919, 
Fort Campbell, Clarkville, Tenn 5, 125 
Fort Knox, Louisville 16, 794 

Navy 

Air Force 1, 145 
Godman AFB, Fort Knox 1, 145 

Louisiana 

Army 668 
Camp Polk, Leesvill 608 
New Orleans Army Base, New Orleans 60, 

Navy y 

Air Force 16, 533 
Barksdale AFB, Shreveport 3. 356 
Lake Charles AFB, Lake Charl 12, 098 
Selman Field, Monroe 93.755 
Houma Gunnery Range, Houma 2 000 
Alexandria Municipal Airport, Alexandria 1, 324 


OUU 


VOU 


OOO 
OOU 


OUOV 


OOO 
OOO 


OOD 


OOO 


OOO 


OOO 


OOO 


OOO 


000 
000 
000 
000 


OOO 


OOO 
O00 


000 


000 


O00 


OOO 
OOO 


OOO 


OOO 
OOO 
OOD 
OOO 
OOO 


96 


9° 


17 


am @ 


2 OOS. OO 


3. 064. 006 


201. 000 
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Sum mary of public works authorization, Jiscal year 1953, continental l'nited States— 
Continued 
Maine $34, 038, 000 
Army 
Navy 2 
Air Force $34, 038, 000 


Dow AFB, Bangor 8, 890, 000 
Limestone AFB, Limestone 93, 971. 000 
Limestone AFB, Aux \ and B Limestone 546. OOO 


Presque Isle, Presque Isle 581, 000 


Marvland 37, 838, 000 
Army) 26, 301, 000 
Aberdeen Proving Ground, Baltimore 6, S50, OOO 
Army Chemical Center, Baltimore S00, OOO 
Camp Detrick, Frederick 17, 197. 000 
Fort George G. Meade, Baltimore L, 454, 000 
Navy 9 891, 000 
Naval Academy, Annapolis 1, 800, 000 
Naval Communication Station, Annapolis 1, 616, 000 
Alleghany Ballistics Laboratory, Cumber- 
land 593. 000 
Naval Air Test Center, Patuxent River 1, 767, 000 
Hvydrographie Office, Suitland 687. 000 
Naval Ordnance Laboratory, White Oak 128, 000 


Air Force 1. 646. 000 


Headquarters, Air Research and Develop- 


ment Command, Baltimore 1, 646, 000 

Massachusetts 15, 199, 000 
Army) 3, 773, 000 
Fort Devens, Worcester 2 356. 000 


Watertown Arsenal, Waltham ss 320, BOO 
Camp Wellfleet, Wellfleet 1, 097, 000 


Navy 3. 996. 000 


3. 996. 000 


~ 


Naval Shipyard, Boston 
Air Force 37, 430, 000 


Westover AFB, Chicopee Falls 24, 334, 000 


Otis AFB, Falmouth 2, 576, OOO 
Hanscom Field (Bedford Research Cen- 
ter), Bedford ' 10, 520. 000 
Michigan 5, 349, 000 
Army 2,513, 000 
Fort Custer, Battle Creek 115. 000 
Detroit Arsenal. Detroit_. 2 398. 000 
Na 
\ir Force 2. 836, 000 
° 
Kinross AF Auviliary Airfield, Kinross 879, 000 
() la AFB, Oscoda 660, 000 
s loe AFB, Mount Clemens 1. 207. One 
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S dma? of p iblie works authori zation, fis il year 1953 ontinental L'nite States 
Cor tl! 
Minnesota = 293, O00 
Army) 


a 
Al For ~ ) 

Dulu \I i \ |) 4 

\iinneap Ia | i 

Mi Lp ) 
Missouri UNO) CH 

Army) ast) mith 

(‘amp ( | \l X 
Na 


Nav mm OOD 
Naval Air Station, Omaha 00, OOO 
Air Force QO. O74. OOE 
I \irpor I + OY OO 
Otfu AFB. Omaha KR ray 
Nevada 7 S00. OOF 
Arm\ 
Nav 
Air Fores 7. SOO. OOO 
Stead AFB, Re ) ? 2940. OOO 
Nellis AFB Las Ve i SHO OO 
New Hampshire SO, OOF 
Arm. 
Navi SSO) OM) 
Naval Shipyard, Portsn { SO, OOK 
Air Force 
New Jersey SO 641. OOK 
Army 1. 963. 000 
Fort Dix, Trenton 5. 007. 000 
Fort Monmouth, Red Bank 8, 600, 000 
Picatinny Arsenal, Dover 1. 356, 000 


Navy -- asl 1, 155, 000 


Naval Medical Supply Depot, Edgewater 1, 155, 000 
Air Force 73. 523. 000 
Hammonton AFB, Hammontor 73. 523. 000 
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Summary of public works authorization, fiscal year 1953, continental U 


Continued 
New Mexico 
Army 


White Sands Proving Ground, Las Cruces 
Navy 


Air Force . 
Walker AFB, Roswell 
Clovis AFB, Clovis 
Holloman, Alamogordo 
Kirtland AFB, Albuquerque 
New York 
Army 


Brooklyn Army Base, Brooklyn 
Malta Test Station, Saratoga Springs 
Fort Tilden, Rockaway Park 

Fort Totten, Whitestone 

Fort Wadsworth, Staten Island 

U.S. Military Academy, West Point 
Fort Terry- 


Navy 


Naval Shipyard, Brooklyn 
Naval Supply Depot, Scotia 


Air Force 


Plattsburgh Municipal Airport, Platts- 
burgh 

Niagara Falls Municipal Airport, Niagara 
Falls 

Stewart AFB, Newburgh 

Suffolk County AFB, Westhampton Beach 

Griffiss AFB, Rome 

North" Carolina 
Army 


Fort Bragg, Fayetteville 
Navy 


Naval Auxiliary Landing Field, Edenton 
Naval Air Facility, Weeksvill 


\ir Force 
Raleigh-Durham Municipal Airport, 
Raleigh-Durham 
Seymour-Johnston Field, Goldsboro 
Army 
Navy 
\ir Force 


Lockbourn s Columbus 
Lockland Plant, Cincinnati 


$8, 


10, 


oa, 


y 


16, 


36, 


18, 
9, 


16, 


—e & 


m DO OO bo 


214, 


, 214, 


core 
noe 


— wer 


561, 
$79), 


—— 


id, 
1S, 


9-9 


D2, 
280. 
386, 


, 950. 
», O20, 
, 625, 


398, 


261, 
, OO6, 
520, 


8O5, 
, S06, 


000 


QUO 


, 000 
, 000 
000 
000 
000 


, 000 


000 
000 
000 
000 
000 
000 
000 


000 


000 
000 


000 


000 
000 
000 
000 
000 
000 


, OOO 


32, 000 


9, OOO 


, 000 


, 000 


, 000 


26, 000 


», 445 


645. 
2. 800 


000 


O00 
~ O00 


ited States— 


24, 


63 


14 


Lb, 


225, 000 


521, 000 


378, 000 


145, OOO 
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Summary of publ l wrk tuthorization, fisca 


Oklahoma 


Army G4 274 O00 


SoZ, 450, OOU 


+, OOO) 


056. 000 


( lintor Nay i Air Station, C‘lintor 13 556. OOO 
Ardmore Municipal Airport, Ardmor | ; 

Vance AFB, Enid 7. 621. 000 
Tinker AFB, Oklahoma City » 642. 000 


Cyt) 


Oregon 
Army 


O72 OOD 


Navy. 


Air Force 973. 000 
Portland Internationa \irport Portland 973. 000 
Pennsylvania 7, 369, 000 
Army 


i SLO. OOO 


Indiantown Gap Military Reservat 


Harrisburg 1. 467. 000 
Tobyhanna Signal Depot, Tobyhanna 352, 000 
Navy 1, 280, 000 


Naval Air Material Center, Philadelphia 2, 300, 000 
Naval Shipyard, Philadelphia 1, 065, 000 
Penusyly ania State College 915, 000 
Air Force_. 1. 270. 000 
Greater Pittsburgh Airport, Coraopolis 1, 270, 000 
Rhode Island_ - - 7 810. 000 
Army 


Navy 7 


i. SLO. OOO 


Construction Battalion Center, Davisvill 2, 670, 000 
Naval Base, Newport 5, 140, 000 
Air Force 
South Carolina_ 91. O81. 000 
Army 182. OOO 
Fort Jacksor Columbia 1S2. 000 


Navy 





| H56. OOO 

Marine Corps Auxiliary Landing 
Beaufort 3.792. 000 
Naval Ammunition Depot, Charlestor 535. 000 
Naval Shipyard, Charlestor 7. 329. 000 
Air Forcee_- 4 243, 000 
Myrtle Beach Airport, Myrtle Beact 4 243 000 
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al l nated States 


000 


OOO 


O00 


OOO 


OOO 


2, OOO 


sliss, El Paso 


AFB, El Paso 


OOO 
O00 


. 000 


3, 000 


, YOO 


3, 000 
23. 000 


Municipal Airport, Galveston 
AFB, Big Spring 

AFB, Bryan 
AFB, Houst ) 
Foster Field, Victoria 


AFB, Waco 
Municipal Airp 
augh AFB, Del Rio 
Moore Field, Mission 
i AFB, Shermar 


AFB, Lubbock 


DPAN SOSH 


Dugway Proving Ground 


O00 
000 
O00 
000 
, OOO 
O00 


O00 
O00 
OOD 
O00 
000 
000 
O00 
O00 
OOO 
OOO 


, 000 


, 000 


000 


000 


O00 


O00 





$3, 185, 000 


Virginia 
Army 
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S2p Coneress {| HOUSE OF REPRESENTATIVES | { REPORT 


Id Nession { j \ 144 


ANIENDING SECTION 3 OF THE PUBLIC 
SERVICE ACT, AS AMENDED, CONCERNING CARE AND 
TREATMENT OF PERSONS AFFLICTED WITH LEPROSY 


7 
\f 1» : ow 
Lil iy Db ) (*t) 1CkL 4 iem 
LOLHOW ~ C 
- < < 
Tr. PTAA SY >rvT mn =5 a 
( N] i REN | REPORT : 
( ) il e of cone ) S 4 ) 
Ilo se «) th mmendl a a} R ‘ ’ ) 
amend sectio ol of the P 1] : ‘ Oo 
ceroine the care and ti { fi] i with lepros 
having met, after fall an COM ( to 1 mend 
ana do recommen l tot 3 ) { Ho 5 1oiioOWS 
That the House recede from its « ent to tl mendment 
of the Senate, and agree to the samy than amendment as follows 
In liew of the matter inserted by the Senat ert the following 
When SO pro / fl appre at / tery “Wp 
the mainte Hae if ho j iy ’ f } ‘ (54 rq 


autho / la l directed fi mak pa l hod /]/ aitt t the 
Ti rritory of Llawai for the ca l [ / / [ Of ] NOTIN 
afilicted with li DPrOsy at a pol dig [ ( / fon Tionie 
hy the SN Lr ge ol (: hie ral wo} Y / } (] ‘ f Cr Ft T/ ‘] ah 

priat ONS, hy app Ow niat / gud f / yf I ¢ t 
patie nt of & Tai facilities, ¢ f that » (MT¢ S/id Pr by 
qreate) than the con pardao } l ST ] patient at the 
National Li p ONG 4? (a f / 


And the Senate agree to 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendment of the Senate to 
the bill (H. R. 1739) to amend section 331 of the Public Health Service 
Act, as amended, concerning the care ps treatment of persons afflicted 
with leprosy, submit the following statement in explanation of the 
action agreed upon by the conferees and recommended in the accom- 
panyving conference report: 

As passed by the House, the bill provided that States, Territories, 
or possessions outside the continental limits of the United States which 
have facilities for the care of persons afflicted with Hansen's disease 

deprosy) and which conform to reasonable standards for patient care 
may make application to the Surgeon General of the United States 
Public Health Service and he shall arr: inge to make payments to the 
health authority of the State, Territory, or possession, as the case 
may be, for treatment of those patients “subject to the availability 
of appropriations.” 

The Senate struck out all of the House bill after the colon on page 1, 
line 8, and inserted an amendment in the nature of a substitute. ‘The 
Senate amendment confined treatment under this bill to persons in 
Hawaii afflicted with leprosy and provides that payment for the same 
shall be made “out of funds available for the maintenance of hospitals 
of the Public Health Service.” 

The House recedes from its disagreement to the amendment of the 
Senate, with an amendment which is a substitute for both the House 
bill and the Senate amendment. ‘ihe substitute amendment agreed 
upon by the conferees is similar to the Senate amendment, con.ning 
treatment under this bill to lepers in Hawaii except such treatment 
shall be available “when so provided in appropriations for any fiseal 
vear for the maintenance of hospitals of the Service.’ 

Thus, under the conference substitute, treatment would be available 
in Hawaii only when provided for that purpose in appropriations to 
the United States Public Health Service. 

Monrort M. Reppen, 

Luoyp M. Bentsen, Jr., 

Frep L. Cpawrorp, 
Managers on the Part of the House. 











2 EXCESS-LAND PROVISIONS SHALL NOT APPLY TO CERTAIN LANDS 


Interior of July 20. 1949. which were filed with the Senate committee. 





82p Coneress {| HOUSE OF REPRESENTATIVES § REPORT 


Pd Session \ )} No. 2145 


PROVIDING THAT EXCESS-LAND PROVISIONS OF THE FEDERAL 
RECLAMATION LAWS SHALL NOT APPLY TO CERTAIN LANDS 
THAT WILL RECEIVE A SUPPLEMENTAL OR REGULATED WATER 

UPPLY FROM THE SAN LUIS VALLEY PROJECT, COLORADO 


JUNE 11, 1952 Committed to the Comn tec f \\ ile H ‘ he S 
rf he I ’ 1 j } } } 
Mr. AsSPINALL, from the Committee on Interior and InsularAlfagers, 


submitted thre follow me 


REPORT 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (5S. 2610) providing that exeess-land provisions of 
the Federal reclamation laws shall not apply to certain lands that will 
receive a supplemental or regulated water supply from the San Luis 
Valley project, Colorado, having considered the same, report favor 
ably thereon without amendment and recommend that the bill do 
pass 


EXPLANATION OF THE BILI 


The bill affects only the San Luis \ alley Federal reclamation project 
in Colorado. It provides that the existing land-limitation provisions 
of Federal reclamation laws shall not apply to lands in this project 
In lieu of such limitations, the bill specifies a limitation on the quantity 
of water a landowner may obtain from the project. Under the bill 
no landowner could receive an amount of water greater than that 
quantity reasonably necessary to irrigate 480 acres of land 


LEGISLATIVE HISTORY 


In the first session of the Eighty-first Congress, a similar bill, 5 
1. 385, as ame nded by the Senate and passed by that body on September 

, 1949, passed the House without amendment on October 17, 1949. 
The bill failed to become law because of a pocket veto on October 
29, 1949. 

The memorandum of disapproval of the President of October 29, 
1949, conforms in every way to the objections of the Secretary of the 
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Interior of July 20, 1949, which were filed with the Senate committee, 
and to the testimony of the Bureau of Reclamation at the Senate 
committee hearing (July 21, 1949). These objections are that the 
bulk of the existing landholdings is now held in compliance with the 
160-acre limitation in existing reclamation; that most of these are 
fully capable of supporting a family; that the relief sought by the bill 
is unnecessary for the poorer lands because a man and wife are now 
permitted to own 320 acres of irrigated lands under a decision of the 
Solicitor of the Department of the Interior. 

The memorandum of the President and the Interior Department 
comments and testimony indicated that a study was being made of 
the excess-land limitation provisions in reclamation laws to discover 
where exceptions should be allowed. The general tenor of the several 
pronouncements in this particular, — ‘rr with the admitted fact 
that the first storage unit of the San Luis Valley project, the Platoro 
Reservoir, would not be completed until 1951, was that some amend- 
atory legislation would be recommended to the Congress. It is 
nearly 3 years since these pronouncements were made, while the 
problems were known to the Government when the project) was 
authorized mn 1940. 

The Senate Committee points to the suggestion in its report on 3S. 
1385, which report is made a part hereof, bearing on these statements 
by the Bureau of Reclamation and the Secretary of the Interior. 
Neither the Senate nor House Committee on Interior and Insular 
Affairs bas received any communication, whatever regarding the 
matter. 

CONSTRUCTION OF PLATORO DAM 


The San Luis Valley project was authorized in 1940 by the Secre- 
tary of the Interior under the Reclamation Project Act of 1939. 
Construction of the first unit of the project, the Platoro Dam, was 
commenced in 1949. 

During the Kightieth Congress it was proposed in 5S. 912 to exempt 
the project from the land-limitation provisions of reclamation law. 
Considerable testimony was heard in the course of hearings on this 
bill in 1947. At that time Senator Edwin C. Johnson, in referring 
to the application of land limitations to the project, stated as follows: 

As long as that limitation remains as part of the Reclamation Bureau’s plan, 
this valley and the Conejos water district cannot take advantage of it. It is an 
absolute block. There is no possible way that we can use a reclamation project 
in that area with that limitation, because our agriculture is just not adapted to 
that size farm. 

The preside nt of the Cone jos water-conservancy district appeare “ 
before a Senate subcommittee on May 7, 1947, and filed a resolution 
of the district, stating the people of the district would not approve a 
repayment contract for the Platoro Reservoir if land limitations 
were to be applied by the Bureau of Reclamation. One of the mem- 
bers of the board of directors also appeared on that day, and stated 
as follows: 

I have talked to many of the farmers in the district about the 160-acre limita- 
tions in the reclamation laws. All with whom I have talkec agree with me that 
the reservoir-construction project, which is proposed by the Bureau of Reclama- 
tion, will not be acceptable to the people of the district unless the district is 
exempted from the land-limitation provisions. 
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accordance with the testimony before Senate cammittpec an twa need. 
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A second member of the board appeared and testified to the same 
effect. 

On May 12, 1947, the attorney for the Conejos water-conservancy 
district, Mr. Jean S. Breitenstein, testified: 


The people in the Conejos district say frankly that they will not approve 
a repayment contract with the Bureau for their project unless their project 
exempted from the land-limitation provisions of the reclamation laws 


Is 
i 


In his written statement, Mr. Breitenstein explained the financial 
factors underlying the position of the people of the district. In this 
connection he stated: 


The assurance of repayment of construction charges to the United Stat 
requires the removal of the limitations on land ownership 

(a) Under the existing farm-ownership pattern, the water users are confident 
that they can repay the construction costs allocable to irrigation 

(b) The owners of certain lands devoted to livestock have consented to have 
their lands within the district and thus subject to the ad valorem tax imposed by 
the district. If the land-limitation provisions are not removed, such landowners 
will undoubtedly petition for the removal of their lands from the district, and 
thus the district will lose a profitable source of revenue 

(c) The possibilities of avoiding the operation of the land-limitation laws are 
such that benefits accruing from the project could inure to owners of excess land 
without their contributing anything except the ad valorem tax: 

(d) The district may not compel a landowner to take project water. So lo 
as the land-limitation provisions are in effect, the landowners will not sign up 
for water but rather will wait to secure the indirect benefits which will result 
from project construction. 


On March 24, 1949, S. 1385 was introduced to exempt the San Luis 
Valley project from the excess-land provisions of reclamation law. 
On March 31, 1949, the Conejos water-conservancy district entered 
into a repayment contract with the Bureau of Reclamation, providing 
for the construction of the Platoro Dam and Reservoir. In the con- 
tract the district expressly reserved the right to renegotiate the excess- 
land provisions of the contract in the event that exemption legislation 
became law. Under these conditions the Bureau commenced con- 
struction of the Platoro unit later that vear 

When hearings were held on 5. 1385 in July of 1949, it was made 
clear that the success of the project would depend on the negotiation 
of individual contracts with the owners of direct-flow water rights, 
since there would be no water for storage in the reservoir unless these 
individuals agreed to forego their diversion rights. In his testimony 
Mr. Breitenstein explained this condition as follows: 

The Platoro Reservoir will not store any water which is not already covered 
by appropriated rights. That is, the farmers have decreed rights to the entire 
flow of the Conejos River. 

To permit storage of the water in the Platoro Reservoir, it will be necessary to 
negotiate contracts with the holders of these direct-flow rights, to permit the 


storage of the water in the reservoir, and those contracts have not vet been 
negotiated. 


In his written statement Mr. Breitenstein said: 
For the project to be successful, the owners of the presently existing direct-flow 
rights will have to forego diversions previously made by them during the early 
part of the irrigation season, and permit the storage of such water in the reservoir 
for use during periods of low stream flow. Such an arrangement may be 


COnsSUnMI- 
mated only through voluntary agreement of the water users. 


S. 1385 was passed by the Congress and vetoed by the President. 


Notwithstanding this action by the President, construction on the 
Platoro unit was continued. Last vear the dam was completed. In 
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accordance with the testimony before Senate committees on two occa- 
sions, the owners of the direct-flow water rights have refused to enter 
into individual storage contracts with the Bureau of Reelamation, 
and thus subject themselves to land-limitation provisions. The Pla- 
toro Dam stands completed but unused. This condition exists be- 
cause of the failure of the Bureau to recognize the consistent warnings 
over a period of vears that the project would be neither financially 
feasible nor administratively practicable if excess-land limitations were 
to be applied 
CONCLUSIONS 

The committee notes that section 2 of the act of February 21, 1911 

also asin as the Warren Act, provides for limiting the quantity of 


water supplied to an owner, and not to his landownership. Many of 
the eto, ‘rs in the San Luis Valley project have old water rights 
and suffer little or no shortages in supply. If these owners agree to 


pool their rights to use natural flows so that storage may be provided 


for the general improvement in the valley's agriculture, they should 
not be penalized for it. Only about one-sixth of the total supply in 
the valley is to be regulated by the proposed reservoirs The record 
is clear that no new supply will be made available by the Platoro unit 
and little or none by the rest of the project, if and when constructed. 
Water-right owners are not willing to surrender their rights in either 
water or in landholdings when to do so is impractical, physically and 
financially 

914 (43 L. D. 339-341), which holds that when construction charges 
ure paid the excess-land limitations no longel apply to the affected 
holdings Landownership limitations, even if applicabl ‘to this proj- 


The committee takes notice of the decision of the Secretary, July 22 


ect, are, at best, temporary law. They were related originally to the 
ee i homestead limitation. It would benefit no one in the San 

ius Valley to cause a break-up of family holdings to comply with an 
aration: rule for a few years only. To attempt to do so will insure 


the failure of the project. The committee further notes that the proj 
ect report of the Secretary of the Interior, on which a finding of feasi- 
bility was had. considers the project's feasibility on the basis of 60 
pereen of the cost allocated to irrigation and 40 percent to flood 
control. 

\s the Senate committee pointed out in its report on 1385 in 
1949, the altitude, physical conditions, and the climate in the San 
laus Valley create special problems in. agricultural «levelopment 
The land limit ition provisions of Federal reclamation law were never 
designed to apply to such conditions. Legislative action in this in- 
stance is not construed the committee as evidencing a solution of 
other problems created | land-limitation policy It is the OpimMton 
of the committee that eae h ease should be determined on its merits 

senate Report No. 825. Lo accompany ‘> See. Mighty first C‘on- 
gress, first session, is included, as a part hereof 


S. Rept. 825, Sist 
The Senate Committee on Interior and Insular Affairs, to whom was referred 
the bill (S. 1385) providing that the excess-land provisions of the Feder: al reclama- 
tion laws shall not apply to lands within the San Luis Valley project, Colorado, 
having considered the same, report favorably thereon without amendment and 


with the recommendation that the bill do pass 
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standards as might be provided, the irrigable area required in the light of the 
circumstances of each case for the adequate support of a family. 
Sincerely yours, 
J. A. Krua, Secretary of the Interior. 


At the hearing on this bill, representatives of the Department of the Interior 
stated that they are working on material for consideration by the committee in 
connection with the possible formulation of over-all legislation of the type referred 
to bv the Secretary 

The committee will appreciate the receipt of this material. However, they are 
fully aware of the controversies surrounding the standards which would have to be 
considered in connection with a revised over-all approach to the whole subject of 
land limitation for all reclamation projects. 

It cannot be hoped that the report referred to will result in a prompt disposition 
of the matter. Hearings at times convenient to the committee will be necessary. 
Past experience indicates that there will be numerous witnesses with conflicting 
testimony and activated by differing philosophies of approach, and that whatever 
action might be recommended will be subjected to extensive congressional debate. 
There, of course, can be no assurance that such legislation will pass the Congress 
and meet with the approval of the President. At best, a considerable delay, 
perhaps of several years, may be involved. 

The committee are of the opinion that the San Luis project is clearly entitled 
to the requested exemption and that it is not fair to subject the grant of it to the 
further delays involved in the solution of questions which are not present here. 

Moreover, this committee are of the opinion that exemption from the limita- 
tion, so far as this project is concerned, will not in any way prejudice a later 
approach to over-all revision legislation. Indeed, it is difficult to understand how 
such over-all legislation could be intelligently drafted without setting up standards 
which would exempt projects from the limitation where the conditions are 
analogous to the one which is the subject of this report. 

The concern of the Secretary of the Interior lest funds from the Federal 
Treasury be used to encourage or perpetuate industrial, factory-size, corporate or 
large-scale irrigated farming operations has no application to this project. The 
exemption called for by this act is entirely in accord with the Secretary’s recogni- 
tion of the fact that the limitation should have sensible relationship to the ade- 
quate support of a family. These facts, together with affirmative reasons for the 
exemption, will now be presented. 

The testimony at the hearings shows that 

1. The United States does not own any of the water supplying the project; 
this water is in private and local ownership. 

2. The United States does not supply any new unappropriated water to the 


roe 
3. The United States does not own any of the lands under the project 

!. There are no industrial, factory-size, corporate-operated farms. 

5. The farms under the project are family-operated. 

6. The situation is not complicated with land speculation 

7. The landowner cannot make a decent living under the existing acreage 
Lnitatior 

These lands lie between 7,740 and 8,000 feet above sea level. In this mountain 
valley, the frost-free season is less than 100 days. This means that the volume 
per acre of the crops adapted to a growing season of such short duration is sharply 
limited. Longer ecrop-rotation cyeles are required than in areas where longer 
groWing seasons prevail. Efficient use of the land under such handicaps requires 


a large investment in equipment, so that the crops can be gotten in and out quickly 

The best chance of making a decent living from lands in this project comes from 
combining livestock operations with farming. The herds are run in the forest 
lands of the surrounding mountains during a short ranging season, after which 
they are brought back to the home farm for further feeding. A farm complying 
with present acreage limitation does not produce sufficient crops to warrant the 
maintenance of a herd of economical size; it does not warrant the expense of 
necessary equipment for efficient operations; it does not produce enough crop 
volume and value to maintain a decent living for a farm family. This is sum- 
marized by the fact that the average net annual farm earnings from a 120-acre 
tract is $656, from a 160-acre tract is $930, and from a 320-acre tract is $1.630. 

Due to family division of land by inheritance since the days of the first settlers 
there are numerous small tracts. The owners of these small tracts cannot live 
on the earnings from their land. They lease to other farm operators and work 
for other farmers or in the neighboring towns 
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In the Conejos division of the project, there are 843 landowners averaging 121 
acres each. In the Rio Grande division, there are 1,208 landowners averaging 
278 acres each. The lands are owned by families who for the most part have 
resided there from 30 to 100 years. 

There has been an insignificant amount of trading of lands in the vallev for 
many years. There is no corporate farming. No land is held for colonizat 

Ground water is heavily used; and, since this ground water does not compart- 
mentalize itself to fit the boundaries of landownership, acreage limitations are 
impractical and cannot control the enjoyment of the water generally availabl 
to all. 


The Committee on Interior and Insular Affairs of the House of 


; 1 


Representatives unanimously recommends the enactment of 5. 2610 


DEPARTMENTAL REPOR' 


Following is the report of the Department of the Interior, dated 
June 6, 1952, on H. R. 6518 and H. R. 6524, similar bills to 5. 261 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY 
Washington, D. C., June 6, 19 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insula Affa 
House of Re presentat ves, Wasi ngton, tot 


My Dear Mr. Mvurpock: An expression 
H. R. 6518 and H. R. 6524, bills providing that excess-land provisions of 
Federal reclamation laws shall not apply to certain lands that will receive a 
supplemental or regulated water supply from the San Luis Valley project, Colorad 
has been requested bv your committee 

I recommend that these bills be not enacted 

H. R. 6518 and H. R. 6524 are quite similar to S. 1385, EKighty-first Cor 
from which the President withheld his approval hey 
however, in that they would permit a landowner under t 
project to receive ‘‘a supplemental or regulated water supply’ equal to that 
“reasonably necessary to irrigate 480 acres of land’’ whereas S. 1385, as it passe 
the Congress, would have substit ited a limit of 480 acres in singie ownershiy 
(960 acres in the ownership of husband and wife) for the limit of the 160 acres 


of the views oT this Departn nit 











single ownership (320 acres in the ownership of isband and wife) which may 
now be served by a Federal reclamation project in the absence of a recordable 
contract entered into under the Federal reclamation laws 

In the memorandum dated October 29, 1949 h accompanied his dis- 
approval of 8. 1385, the President said in part: 

“One great objective of the Federal reclamation program is to foster the estab- 
lishment and maintenance of farm homes throug it those portions of our 
country where agricultural operations Cannot rely HET por e ior a it¢ 
supply. The excess-land provisions of the law provide thi iechanism for 
assuring that the benefits of the irrigation svstems wv nure v-size farming 
enterprises. This is true whether the purpose of 4 ect is ope 
up new land for settlement by providing an original water supply, or to stal 
an existing irrigation economy as in the case of the San Luis Vallev project. Ih 
the absence of requirements designed to channel the iter ) vho a 
striving to build or conserve farm homes for their far es, the heavy investment 
of interest-free funds being made for the reclamati rograln we i I ( ( 
their justification. 

“The San Luis Valley project, when completed, will provide a supplemental 
supply of water for approximately 500,000 acres Phe only unit of the San I 
Valley project planned for construction at tl es ‘ ( s di 
The great bulk of the 86,000 acres that wou ( ed Dy) IS dl\ is airea 
held in farm units that comply with the excess-land provisions of the Federal 
reclamation laws Most of these existing farm units will be fully capable of sup 
porting a farm family at an acceptable standard of ng, once a regulated water 
supply is made availabl On the other hand, ap) cimately 24,000 acres of 
within the Conejos division are of such quality nsidering the comparat 
short growing season of the region, as to make questionable their capacity to pr 


vide satisfactory family livelihoods if the farming operations must be in uz 
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meeting the present limitations. The enrolled bill, however, is not restricted 1 
these 24,000 acres, or to the Conejos division, but would apply to the San | 


suis 
Valley project as a whole. In striving to meet the problems of a small part of the 
area, it would relax the existing acres 





re limitations for a much larger block of 


lands where adequate familyv-size farms can be maintained within these limitation 
“It does not seem to me to be desirablk or necessary to enact a bill of this 
sweeping character in order to achieve whatever corrective action may be needed 


to adapt the principle of aiding family-size farms to the particular conditions of 
the San Luis Valley project.” 





\ repayment contract with the Conejos water conservancy district was enters 
into on March 31, 1949 This contract includes provisions consonant with the 
acreage limitation provisions of the Federal reclamatio AWS It also conta 
provisions adequate, o1 compliance therewith, to assure a storable water SUPPL 
for the district’s lands Construction of Platoro Reservoir was commenced aft 
this contract was entered into. It snow read to store water and tf erve the 
lands of the Conejos divisior Phe sooner can be put to its intended use 
accordance with the terms of the repayment contract above mentioned, the I 
the manv landowners on the Conejos division whose lands are now ) 
receive water under that contract will be benefited it 

rhe Bureau of the Budget has advised that enactme of S. 2610 lentica 
wit! HH R 6518 ind H R 6524, would not ( i ray e program of ( 
President \ copy of a letter dated June 2, 1952 >t Depar f uf tie 

“IT ere ) r~ 
Oscar T.. Cu MAN 
‘ ( ( [nite ) 
EXECUTIVE OFFICE OF THE PRESIDEN 





The honorable the SECRETARY OF THE INTERIOR 
Attention: Mr. H. J. Slaughter, 635S Interior Building 

My Dear Mr. Stcretary: Receipt is acknowledged of vour letter of March 31 
1952 requesting advice concerning the re ationship to the President's program ol 
your proposed report on S. 2610, a bill providing excess-land provisions of the 
Federal reclamation laws shall not apply to erta ands that \ recelve i 
supplemental or regulated water supply from the San Luis Valley project, Colorado 

We find that S. 2610, while having broader provisior is generally similar ts 
S. 1385 of the Eightv-first Congress from whicl e President withheld his ap 
prova The President’s position with respect to maintaining the principle « 
family-size farms as provided under reclamation law remains as expressed in } 
memorandum of October 29, 1949, accompanving e disapproval of S. 1385 

According \ are advised that enactment of S. 2610 should be c« idetr 
to be not vccord with the program of e Preside ind the would be 
objection to the submission of your proposed report to the Senate Committee ¢ 
Inter r and Insular Affairs | med Tor vo iIntormatior 1 ) or ou 
etter to the chairman « e committee p \ relationship of S. 2610 


exe \ Orr OF THE PRESIDEN’ 
But OF THE BupDGET 
i ) ID. ¢ June ; 
Hlo Joserpu C. O’ MAHONEY 
( man, Coammittee on Inte ywand Ty 1/7 
United States Senate, Washi om. D. ( 


My Dear Mr. CHAIRMAN: Dp acknowledged of vour letter of Februar 
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S2p CONGRESS ) HOUSE OF REPRESENTATIVES 
Id Session \ } No. 2] 


+?) 
CANCELING IRRIGATIO) MIAINTI LD RATIO 
CHARGES ON THE SHOSHONE INDI S| ~ 
ON THE WIND RIVER INDIAN RESERVATIO? 
JUNI .2. 1952 (‘ommitted to he ( I f Wt ~ 
oft he | 
Mr. Enaur, from the Committee on Interior and Insular Affairs 
l } = a 
submitted the followin re “ 
: —_ alias se 
REPO 
Lo acco S. 264 i 
The Committee on Interior ane \ {] to | rs 
referred the bill (S. 2646) to cance ) 1} 
tion charges on the Sh shone Ind \ Scq) 
Wind River Indian Reservation, h onsidered the 
favorably thereon without wHienahte 
do pass 
EXNPI N A li) «>t 
The purpose of this bill is to suspend the rato all rn 
operation charges on he Shoshone Indian M on Sv | lands o} 
the Wind River Indian Reservation, Wvo., for a period of not to 
exceed 5 vears from the date of tis ena \ an o cancel all ley 
maintenance and operation charges, if a1 vhicl e 
assessed againsi said lands prior io the daie of the bill’s enacin 
The land des ribed in this bill, consisting of LOO acre Ss Sl eo 
on the Wind River Indian Reservation, Wvo., and was acquired by 


the Domesiic and Foreign Missionary Society of the P 
Episcopal Church in the United Staies, from the Uniied States by 
fee simple paient, No. 60637, dated May 11, 1909 

All irrigation mainienance and operation charges : 
the land up to and including 1951 have been fully p: 


i i 


Records reveal thai the Operation ana Thaincenanes chat res) an 
assessments against the land herein involved for the period 1932 to 


1951, inclusive, amounting to $3,898.31, have been paid by the said 
i piscopal mission 
The Protestant Episcopal mission, commonly known as the Shoshone 


Indian Mission, Wiis constructed 1y\ thre Ri Vere na John R } 


LODE: rts, who 
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arrived on the Wind River Indian Reservation in 1883. In 1884 he 
built the Church Redeemer at Wind River, and in 1889 made the 
bricks and started building the Shoshone Indian Mission, which was 
subsequently used as a boarding school for Shoshone [Indian girls. 
This school was dependent upon charity for its maintenance and on 
the products that came from the school farm. In order to develop the 
school farm for the purpose of maintaining a dairy and producing dairy 
products, vegetables, and other farm produce for use of the school, 
Mr. Roberts obtained in 1890 a permit from the Indian Bureau to 
construct a private ditch for the purpose of irrigating the school farm 
This ditch was constructed and water was delivered to the school farm 
in 1892. 

In 1894, Capt. P. H. Ray, United States Army, then in charge of 
the Wind River Indian Reservation, received authority to construct 
a ditch from the South Fork of Little Wind River to Trout Creek. 
This ditch was known as the Ray ditch and in subsequent vears was 
enlarged and extended to irrigate a considerable area now known as 
the Ray unit. It so happened that the most suitable location for a 
section of the Ray ditch paralle led or overlapped the location of the 
private ditch constructed by Mr. Roberts and, at the request. of 
Superintendent Ray, Mr. Roberts agreed to give up his ditch with 
the understanding that he was to receive water from the Ray ditch 
for the Shoshone Indian Mission lands. 

The private citeh constructed by Mr. Roberts Was, as above indi- 
eated, eliminated in 1894 by agreement between Mr. Roberts and the 
Indian Bureau officials. The Indian Bureau, through its superin- 
tendent, guaranteed the mission school a permanent supply of water 
through the Ray ditch free of charge in compensation for the elimi- 
nation of the school ditch, 

Mr. Roberts consistently maintained that the agreement with 
Captain Ray guaranteeing the school a permanent supply of water 
through the Ray ditch free of charge was interpreted by him to mean 
that no Ope ration and maintenance charge, as well as construction 
charge, would be assessed against the school lands. 

Notwithstanding such claim of Mr. Roberts that the school lands 
were entitled to a permanent free supply of water, the Indian Bureau 
insisted on assessing the lands for operation and maintenance costs 
Jeginning in 1924, negotiations were conducted with Mr. Roberts 
ouidinn the payment of operation and maintenance costs, which 
negotiations, on June 2, 1933, resulted in the execution of an agree 
ment that the accrued operation and maintenance charges be stricken 
and that thereafter the Protestant Episcopal Church be responsible 
for the payment of such operation and maintenance costs. Thi 
records show that the operation and maintenance assessments against 
the Shoshone Indian Mission lands for the vears 1932 to 1951, inelu- 
sive, have been paid. No construction charges have been assessed 
and none collected. 

This bill vould suspe nd the assessment and collection of operation 
and maintenance costs assessed against the lands deseribed in the 
bill for a period of not to exceed 5 vears 

A copy of the report of the Secretary of the Interior. dated May 5, 
1952, and a copy of the re port of the Director of the Bureau of the 
Budget. dated May B. 1952. addressed to the Senate Committee 
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on Interior and Insular Affairs : attached here 


of this report, as follows 


ire 
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CEE I 
1} : 
Hon. JosepH C. O'MaAauoney, 
Cha pan. Committee on Trnte tnd fo | 
United States Senate, Was} yton, DD). ¢ 
My Dear Senaror O’Manoney: Further refer 
February 13 requesting a report on S, 2646, a bill t ance 


and operation charges on the Shoshone [1 \Liss s 
River Indian Reservation 

This Department does no object to the ‘ 
Inaintenance assessments that accrued agains es ) 
lands prior to the execution of a contract by and be 
Church and the United States Indian irrigation ser) ay 
ment on June 2, 1938. under which the missik acres 
operation and maintenance assessments levied ands 
gation project The re lease of the mission from ‘ 
ments levied after the date of the contract. however 
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irrigating the school farm. This ditch was constructed and water is delivered 
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was recommended that the mission be issued a paid-up water right. This was 
accomplished by letter of August 13, 1925, from FE. B. Merrit, Acting Commis- 
sioner of the Bureau of Indian Affairs, to the Secretary of the Interior. In addi- 
tion to granting the paid-up water right this letter specifically stated that the 
mission would be required to pay its pro rata share of the operation and main- 
tenance cost of the project. This letter was approved by Assistant Secretary 
John FE. Edwards on August 24, 1925. Paragraph 5 is quoted as follows: 

‘It is the practice on Indian reservations where ditches constructed by privat 
individuals are later utilized by the project, to recognize in all proper cases what 
is known as a paid-up water right. In no such cases, however, has there ever been 
recognized to exist what is known as a paid-up operation and maintenance assess 
ment. To do so would result in other water users under the gor paving more 
than their share of the cost of operating and maintaining such system Further 
more, it is not believed that a prac tice of this nature should rae initiated as these 
charges are of annual recurrence and are for the actual cost of operating and 
maintaining the system. To recognize a paid-up operation and maintenance 
right in this case would result in a precedent of far-reaching effect. It is believed, 
however, in view of the fact that the original ditch was constructed by the mission 
and the work that was accomplished subsequent the re to in effecting a change in 
the original mission ditch, a paid-up water right should be recognized as existing 
for and on behalf of the mission. It is accordingly recommended that such a 
water right be recognized but that the mission be required to pay its pro rata 
share of the operation and maintenance cost.” 

By letter of June 30, 1931, from the project engineer, Mr. Roberts was informed 
that accrued operation and maintenance assessments in the sum of $1,936.64 
must be paid before further delivery of water could be made to the Shoshone 
Mission School lands. After considerable discussion with Mr. Roberts and with 
Mr. E. N. Schmuck, bishop of Wyoming, it was agreed that the accrued charges 
mentioned above would be stricken from the records in the course of time, pro- 
vided the Domestic and Foreign Mission Society of the Protestant Episcopal 
Church would henceforth be responsible for the operation and maintenance 
charges assessed against the lands of the Shoshone Indian Mission. Therefore, 
an agreement between the United States and the Protestant Episcopal Church 


was negotiated as of April 13, 1933. This agreement was duly signed by Bishop 
one and executed by the Assistant Secretary of the Interior, Oscar L 
Chapm: un, on June 2, 1933. Article 6 of the agreement reads as follows: 


The contractor agrees to pay all such annual operation and maintenance assess 
ments at such times, and with such penalties for delinquencies, as shall be pre- 
scribed by the Secretary of the Interior for lands of said project receiving similar 
water service 

As a result of negotiations with the Protestant Episcopal Church and the 
consummation of the above agreement, the project records show that operation 
and maintenance assessments for the Shoshone Indian Mission have been collected 
for the years 1932 to 1951, inclusive. No construction charges have been assessed 
and none collected. 

The act of August 1, 1914 (88 Stat. 583), authorizes the Secretary of the Interior 
to fix operation and maintenance charges on Indian irrigation projects to be col- 


lected as he may direct. A basic prin iple followed in the fixing of such charges 
is that the costs of operation and maintenance shall be apportioned on a per-acre 
basis against all lands served by the irrigation system, irrespective of the identity 
of their owners 


e light of the above it appear 
1. That the Bureau of Indian Affairs is authorized to assess the land of the 
Shoshone Indian Mission for the purpose of operation and maintenance. 

2. That the release of Shoshone Indian Mission lands from the obligation 
of paying all future operation and maintenance assessments so long as they 
continue to be held by the present owners would be inequitable because it 
would place an added obligation upon other water users who would be obliged 
to assume this assessment for benefits they in fact would not receive. It 
would also create a precedent for other religious organizations that have 
three other project holdings of considerable size. 

However, because of the uncertainty and difficulty of collecting operation and 
maintenance assessments during the early years of irrigation operations on the 
Wind River project, I have no objection to the cancellation of delinquent assess- 
ments which accrued against the Shoshone Indian Mission prior to and includ- 
ing the year 1931. 
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I therefore reeommend that 8. 2646 be enacted only if it is amended as follows 
On page 2, line 1, place a period after ‘‘canceled’’ and delete the rest of lines 
1, 2, and 3. 
The Bureau of the Budget has advised that ther: no objection to the sub 
mission of this report to vour committe 
Sincerely yours, 


Hon. Josperpu CC. O' MAHONEY, 
Chairman, Committee on Inte rior and In ilar Aff 
United States Senate, Washington, D. ( 

My Dear Mr. CuatrMan: This is in reply to your letter of Februar 3 1952 
requesting a report on S. 2646, to cancel irrigation maintenance and operatio 
charges on the Shoshone Indian Mission School lands on the Wind River India 
Reservation. 

The Department of the Interior has informed tt Bureau 1t the S 


Indian Mission covers an area of 160 acres in W) { ructed b 
the Reverend John Roberts in the 1880's In order farm on t lar 
Mr. Roberts obtained in 1890 a permit from the Indi: to ¢ tr a& pl 
vate ditch for irrigation \ few vears later the agent the Wind Rive 
Reservation received authorization to construct lite! The Os 
suitable location for this latter ditch paralleled or oy ( a of 
already constructed ditch Mr. Roberts agreed Is dl it! 





understanding that the mission lands would receive water from the new dite} 
Beginning about 1924 negotiations were conducted with Mr. Roberts regardi 








the payment of operation and maintenance costs He maintained that the agree 
ment guaranteeing a permanent supply of water was interpreted by him to mea 
that no operation and maintenance charge, as well as construction charge, would be 
assessed against the mission lands. Because the mission ditch was absorbed into 
the Wind River Indian irrigation project syste) he mission Was issued a paid-up 
water right, but at the same time it was required to pay its pro rata share of the 
operation and maintenance cost of the project By June 30, 1931, the accrued 
operation and maintenance assessments aga the nissiol ands totaled 
S1,936.64 As a result of negotiations, these chars ere to be dropped (subje 
to future confirmation), and the Protestant | y Chureh, sponsoring 
mission, agreed that future operation and maintenance assessments would be 
paid. Such assessments were collected for the vears 1932 through 1951] 

The Department of the Interior advises this Bureau tha et of Augus 
1914 (388 Stat. 583), authorizes the Seeretary of the Interior to f yperation ay 
maintenance charges on Indian irrigation projects to b e {as he may direet 
and that the release of Shoshone Indian Missi ands fro ( bligatior f 
paying all future operation and maintenance a 1 be tabl 
because it would place an added obligation upon other water users who would b 
obliged to assume this assessment for benefits they would not receive 

In light of the above, the the Interior | gana 1 t 
to S. 2646 to delete the phr: cance i | re charges 

For the reasons stated concurs recom latior ft the 
s cretary 

Sincerely yours, 
ELMER B. STAATS, A tant Directo 


The Committee on Interior and Insular Affairs unanimously recom- 
mends the enactment of S. 2646 
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OF THE UNIVERSITY OF HAWATI 


JUNE 11, 1952 Committed to the Com \\ HH wuts ~ 


of the Union and orders to | f 


Mr REDDEN, from the Committee on Interior and Tstilas Aifpirs 
submitted thi fol 


> _ 
REPORT] 
Te ice fl I 
The Committee on Interior { | \{I 
referred the bill CH. R. 5226) to ap \ 
Legislature of the Territot f Haw )- 


relating to the University of Haw: nO { ard of 
revents thereof, and to vest 


title to all university propert 


favorably thereon with amendment ! ommend | do 
pass 

The amendments are as follows 

Strike out all after the enacin i 


XI 

I kt 5226 ?ts simmenae | )\ {| . 
Federal Grovernment to the gor Lit) ‘ ) of Haw 
the title to all real and persona yop 
use of the University of Hawau 

By resolution of the Senate o thé Re | II 
ry 1 ar 4 , 'Y 
Treatv of Annexation of 1897, the Rey Pia 


United States the absolute fee 


‘ J ' 4 Tt e 
ment or Crown lands in he HH, Vi ! ! thre iT esol 
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of Congress (approved July 7, 1898), providing for the annexation of 
the Hawatian Islands stipulated that 


eXISTING laws f the U1 i States reiati » public lands shall ot appl oO 
i 1 I e Ha i Isla is Dut the Cx« ' ) e | ( States hall 
a | 1 tor rie anAUCE ent a 


( ed He ) i] I ‘ ct i j 1 { ‘ 
P | ed States | Ie Il ( esol 1 io 
Lp] J 7 SOS, shall be and rema ! 1 wna mitrol of 
{ Perri I of Haws 
F Thus, although the approximately 396 acres of former Crown land 


ised for the university, has been in the Possession of the lerritory of 


Hlawan, the title has remained with the United States 

HY 1 cvislature of Hawa soucht to have (‘o YTess approve nhonet 
of that legislature conveying title to this land to the regents of the 
l niversit, of Hawa. ‘Title to the land s soucht by the universitv in 
order that it mav qual \ for Federal aid and for certain loans for 
construction of dormitories and other buildines 

The committe of the opi ion that if title to th land on whi h the 


university Is located is to be transferred by an aet of Con rress, the 
transfer sho id bet » the Territory of Hawa. 
The Passare Ol this bill involves the expel (| ture of no Federal 
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f Hawaii ind lation is reavired in order to enable 
the university for loans for housing or related 
projects ken: concomitant approval of Act 178 


would provide 


Hawaii with the type of adminis- 
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ative autho! 





the sound administration | USIT affairs of the university. 
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AMENDING THE ACT TO EXTEND THE PROVISIONS TO 
FURTHER REGULATE THE INTERSTATE SHIPMENT 
OF FISH 


JUNI 11, 1952 Committed to the I ttee of the W} H é tt “tT ( 


of the Union and ord 


Mr. Bonner, from the Committee on Merchant Marme and Fisheries 
| 


submitted the follow 


> 
REPORT 
Po accomy n.d . 

The Committee on Merchant Marine and Fisheries to whom w 
referred the bill CH. R. 5803) to prever { hipment terst 
commerce of illeval unde rsized. fish Ii ! considered tl see 
report favorably thereon with amendments and recomm that the 
bill do pass 

The amendments are as follows 

Strike out all after the enaeting claus | 
following 

| ha. 4 i ‘ 
tra portatl f bla 9 
is amends ere} ‘ ce ud | \ 
the 1 ‘ns : des Da ne 
( Carrier 

Si 2. St \ ' 

ame fish erey hev appe n i 


Amend the title so as to read 
\ bill to extend the provi fthe Act of May 2? 


further regulate the interstate shipment f fis! 
PURPOSE OF THI 


The purpose ol this bill is to amend the Black Bass Act of 
1926, which now relates to the interstate transportation of black bass 
and other game fish so as to include within its provisions all fish 
whether game fish or commercial species 
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The Black Bass Act, as amended, prohibits transportation of game 
fish from anv State or Territory if the fish was obtained or is being 
transported in violation of the laws of the area affected, and prohibits 
receipt or purchase of game fish under such circumstances. Any 
package contaiming 


game fish transported or delivered for transporta- 
tion in interstate commerce must be clearly labeled to show the 
number and species of fish contained therein and the names and 
addresses of the shipper and consignee. All suck black bass and other 
game fish when transported into any State, Territory, or District of 
Columbia shall be subject Lo the laws of such State. Territory, or 
District of Columbia. The aet has been an extremely effective means 
of supplementing State laws applving to protection of game fish 

H. R. 5808 was introduced for the purpose of developing a means 
tlleeal pri tices which have 
with reference to the interstate transportation of undersized and 


owa up in recent vears 


. : ae : 

otherwise egal commercial species of fish (s originally introduced 
j ale ] 
the bill provided 

That the sending iipping, and transportation interstate commerce of fish, 

lersized or otherwise illegal according to the law of the State where such 

fish were netted, taken, possessed, transported, or shipped, shall be a Federal 


j 
sf 


The bill also provided pecuniary penalties for each offense. Upon 
eareful consideration of the bill, as introduced, in relation to the 
Black Bass Act. vour committee beheves that the objectives of the 
bill can best be accomplished yy amending the Black Bass Act so as 
to substitute the word ‘“‘fish’’ in heu of the words “Orme fish’? wherever 
they appear in sald act 

Testimony before your committee showed convineinely that with 


the great eXpansion of the true 





r cing industry within recent vears large 
quantities of undersized or otherwise illegal commercial fish have been 


transported in interstate commerce to the great detriment of this 


important natural resource as well as the commercial fishing industry 
vrenerall Kifective local enforcement ts almost impossible in view 
of the relative ease with which truckers of illegal fish can load up in 
oul of-the-wa\ piace s or at night, disappear over the highways, and 


i 
be hundreds of miles away and safely bevond State-police jurisdiction 
before discovery of illegal shipment. The regulatory provisions and 


penalties provided by the Black Bass Act should prove to be most 
effective deterrents to the illegal practices mentioned above 
Your committee know of no objection to the bill as reported hereby 
and, in fact, received strong testimony from the Director of Fish and 
Wildlife Conservation of the Department of the Interior, and from 
witnesses representing conservation groups, in favor of the bill. 
The report from the Department of the Interior is as follows 
Unirvep StTaTes DEPARTMENT OF THE INTERIOR, 
OrricE OF THE SECRETARY 
Washington, D. C., Ap 3 1952 
Hon. Epwarp J. Hart, 
Cha mar Cloammittee on Vere hant Var ne and PF cherie 
House of Representative Washington. D. ¢ 
My Dear Mr. Hart: Reference is made to your request for a report on H. R 
9803, a bill to prevent the shipment in interstate commerce of illegal undersized 
fish. 
While IT am in accord with the general objectives of the proposed legislation, I 


recommend that it be not enacted in its present form 
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AMENDING THE ACT OF JUNE 28, 1948 (62 STAT. 1061), 
RELATING TO THE ESTABLISHMENT OF THE INDE- 
PENDENCE NATIONAL HISTORICAL PARK 


JUNE 11, 1952. Committed to the Com t rf \\ e Hl St: 
of the U1 and ordered - 


Mr. Benrsen, from the Committee on Interior and Insular Affetes 


submitted the follow = 
» }> [2 
R | re i | 
| ice ) c 
The Committee on Interior and Insular Affairs, to whom was 
referred the bill i R. 6544 to amend the a r] Ju 2s 1948 
62 Stat. 1061), relating to the establishment of ie Independence 


National Historical Park, having considered the same. rep favorab 


thereon with amendments and recomin 


do Pass 


‘| hie amendments are as foll \\ 

Page |, line 6, strike the word ‘‘to”’ and ! ni tf | the 
words “‘, 271, 273, and”’ 

Page 1, strike all of lines 8 to 11, inclusive 

Page 2, strike all of lines 1 to 6. inelusive 

Pace 2 hin 7 ie umber "SOK } » 7 ~ 

Page 3, line 1, renumber ‘‘S« i?’ to.read *“*S 

Page 1, line 5, strike the figure ‘*S9,857,01 and i 3 Heu 
thereof the figure ‘87 ,700,00! 

EXP n rl Oy] { 

As amended, H. R. 6544 provides for the following changes in ihe 
act of June 28, 1948 (Public Law 795, SOth Cor establishu thie 
Independence Naiional Hision cal Pray ! t ad DI P 

1) The properues at 269, 271, 273, and 275 South Fifth Street 
Wo ild be authorized for acquisi Lon by the Federal Governmer! Wn 
ovder to adjust the park boundary, permit wt ne of th 
narrow Mifth Sree t entrance. and provid recy sary permanent 


re TN ral storage, Inaintehnance, ana shop Lael if 
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(2) The Secretary of the Interior would be authorized to permit 
the American Philosophical Society to construct, operate, and main- 
tain, at its own expense, a building in the park. This building would 
house the library and scientific and historical collections of the 
American P hilosophie ‘al Socie Ly, the oldest scientific society in 
America. It is understood that the society plans to spend approxi- 
mately $2,000,000 to construct a replica of the old Library Hall, 
which was erected in 1789. 

(3) The original authorization of $4,435,000 would be increased to 
$7,700,000, to permit the acquisition of all the properties authorized 
by the 1948 act. The National Park Service testified before the 
committee that rising real-estate costs in recent years have made 
the original authorization inadequate. 

As introduced, H. R. 6544 would have authorized the acquisition of 
a portion of the site of the house in which Thomas Jefferson wrote the 
Declaration of Independence. Since no part of the original house is 
now in existence, the historical significance of this site appears to the 
committee to have been completely lost. The bill therefore has been 
amended to delete the authorization for acquiring that property 

The Bureau of the Budget hes suggested that for the time being the 
Department of the Interior should withhold nequiring a modern office 
building known as the Irwin ae. located within the park 
boundaries. ‘The building is valued at $2,000,000 and is constlered 
too useful to demolish for park pur aa S sy withholding ee 
of the Irwin Building and the Thomas Jefferson house site, the total 
appropriation authorization requested in H. R. 6544 has been reduced 
from $9.857.000 to $7.700.000. 

The Department of the Interior has reported favorably on this bill. 
The Department’s report is set forth below in full and further explains 
Its purpose 

DEPARTMI NT OF rHI INT! RIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C.. Ap »Q. 1952 
Hon. Jonn R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
Tlouse of Representatives, Washington, D. ¢ 


My Drar Mr. Murpock: Your committee has requested a report from thi- 
Depart me on H. R. 6544, H. R..6545, H. R 6572. and H. R. 7106, all of wi 
would amend the aet of June 28, 1948 (62 Stat. 1061), relating to the establishm 
of the Independenee National Historical Park. Sinee H. R. 6544, H. R. 6545 
H. R. 6572, and H. R. 7106 have the same purpose and effeet, the enactment of 
al ne of the four bills would accomplish the desired objective 

We strongly recommend the enactment of this proposed legislation, but beli 
that consideration should be given to the adoption of the amendments hereinafter 
liscussed. 

Mnacti of viion along the lines of 1 ills is ¢ ul f yisum 
tion of the Independence National Historical Park project, as autho 1} 

1948 act The first feature of this proposed legislation is a compa 

change the park boundar This change is necessary to p lit acqouisl 19 
three additional contiguous properties or lots, identified a 299 to 275 Sout! 
Fifth Street.’”. The property at 271 South Fifth Street is a part of, anl 
cluded in, the ownership of certain garage property at 413-17 Man Sul 
Which is within the authorized park boundary \s the Manning Street and 

271 South Fifth Street property are in a single ownership and are operated as o 
garage facility, it is impracticable, in land-acquisition procedure, to s*oa 
them, and it is necessary, therefore, to acquire both properties Leq sition of 
this additional property will provide necessary permanent general storare, mai 
tenance, and shop facilities for the park Acquisition of the two properties at 269 


and 273-275 South Fifth Street, which abut the 271 South Fifth Street propert 
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useful to demolish at this time for park purposes, especially since it is on the edge 
of the authorized park boundaries and if allowed to remain would in no way 
detract from the beauty or historical significance of the park. If the building is 
to be allowed to stand, it would appear desirable that it remain in private owner- 
ship. 

A minor typographical error in H. R. 7106 is called to vour attention in the event 
that bill should be acted upon. The word ‘‘times” on page 2, line 20, should be 
changed to the word ‘“‘time’’. With this correction, H. R. 7106 will be identical 
to H. R. 6544 and H. R. 6545. 

Sincerely yours, 
Dae E. Dory, 
Assistant Secretary of the Interior. 


The Philadelphia National Historical Park is designed to preserve 
and commemorate, for the benefit and inspiration of the people of 
the United States, historical sites and buildings intim: - Iv associated 
with the establishment of American independence and the founding 
and growth of our National Government. The State of Pennsyl- 

Vania is participating in development of the project and has spent 
$3,500,000 to date, with an additional $2,600,000 appropriated. 

The Committee on Interior and Insular Affairs believes the com- 
pletion of the park desirable and recommends the enactment of 
H. R. 6544 as amended. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


Act oF JUNE 28, 1948 (62 Srar. 1061 


pecmon i. * * * 

b) A memorial thoroughfare, or mall, extending generally from the south 
side of Walnut Street to the north side of Manning Street, identified as part of 
“project B”’ in the report of the Commission. The pro pe rlies ide ntified qe nerally 
as 269, 271, 278, and 275 Sout} Fifth Street am ** project 7 in the report of the 
Commission, 

* * * * * * * 

Sec. 3. The Secretary of the Interior, in his discretion, is authorized to con- 
struct upon a portion of the land described in section 1 of this Aet, or upon other 
land that may be donated for such purpose, which property he is hereby author- 
ized to accept, such offices and administration buildings as he may deem advis- 
able, together with a suitable auditorium for the interpretation of the historical 
features of the national historical park. The Secretary of the Interior is also 
authorized to accept donations of property of national historical significance 
located in the city of Philadelphia which the Secretary may deem proper for 
administration as part of the Independence National Historical Park. Any 
prope rty dongs ate “d for the purposes of this SOC tion shall become a part of the park, 
following its establishment, upon acceptance by the United States of title to such 
donated property. 


T) Se4 ‘ary o the TInt ) s authorized to permit t} lane can P} las } h rl 
Se f CO ation, withou ) » th l ed States ) ” 
0 1 / wkah ld ) 1 fan Lipp ! } ( - 
} Library Hall to ho } of the American PI »phica 
Soar wddit » said lth } yn to ! d th ) J 
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the 7 lans for the construction of the ha fir ] and any addittor f} 
proved by the Secretary of the Int 

Src. 6. For thre purpose of acquiru the pror rtv described 
Act, there is herebv authorized to be iwpropriated not 
[$4,435,000.] $7,700,000. 

Funds appropriated pursuant to \ct all be availal 
incidental to acquisition of property as pt ! 1 by tl \ 
employment of the necessary servic in the District of ¢ imat 
to the extent deemed necessar vt ~ ul e | ! t 
without regard to the ecivil-service la orthe Cla cat \ é 
ed, of such experts and other fice wd iS a i 
the rOVISIONS OF t s Act effiei 1 1 
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APPROVING CONTRACTS NEGOTIATI WITH H ( I> 
FORT LARAMIE IRRIGATION DISTRI Hk GOs 
TION DISTRICT, AND THE PATHFI ) RIGATIO? ISTRI 
AND AUTHORIZING THEIR EXE ()? \ HOR] 
EXECUTION OF CONTRACTS WITH INDIVIDUAL WA } 
CONTRACTORS ON THE NORTH PLATTE FEDERAI LAMA 
TION PROJECT AND WITH HI] ) HPORT IR Ga () 
DISTRICT 


— 
nme 
x 
_ 
— 
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The Committee on Interior and Th r Affairs 
ferred the bill (HT. R. 6723) to wp] 
Gering and Fort Larami Irrigatro Ur 
district. and the Pathfinder ir 
execution: to authorize th 
water-right contracto 


I { | eect ! 
project and with thre Northport rigatio { d fon 


poses, having considered the san repo vorab 
amendments and recommend thi n : 

The amendments are as follows 

Page 3, line 9, strike the words ‘State and’? and 
thereof “States” 

Pages 5 and 3 strike all of s i sect1o Irom p { | 


through page 4, line 8 
Page 4, lines 183 and 14, strike the words “and for the Northport 
Irrigation District’’. 


Page 4, lines 16 and 17. strike the words “or to the Northport 
Irrigation Distriet”’ 
Page 5, following line 7, add the following new section 
Sec. & No extensie avila 
transmission line, or accompa ain - 
gation Distri e ( ( Ir i 1D 1D 
or Northport Irrigat Dist: ill | ed f 








fA AUTHORIZE EXECUTION OF CERTAIN NEGOTIATED CONTRACTS 
Amend the title to read: 


To approve contracts negotiated with the Gering and Fort Laramie Irrigation 
District, the Goshen Irrigation District, and the Pathfinder Irrigation District, 
and to authorize their execution; and to authorize the execution of contracts with 
individual water right contractors on the North Platte Federal reclamation proj- 
ect, and for other purposes, 


. 
EXPLANATION OF THE BILL 


The principal project works in Nebraska involved in the bill are 
Pathfinder Dam and Reservoir, with an initial storage capacity of 
1,075,000 acre-feet; Guernsey Dam and Reservoir and Whalen 
diversion dam all on the North Platte River; the Lingle and Guernsey 
hydroelectric power plants; miscellaneous power transmission and 
distribution facilities; and the several main canals, laterals, ditches 
and drains serving the project lands. The project works were in- 
tended originally for irrigation purposes only but, after construction 
of the irrigation works, the production of hydroelectric power was 
found to be feasible. The Lingle power plant, which was constructed 
to provide electric energy for project construction, furnished energy 
commercially to nearby towns following completion of project con- 
struction. In 1925 the plant was enlarged to its present capacity of 
1,400 kilowatts. In 1927 the Guernsey plant, with a capacity of 
1,800 kilowatts, was placed in operation. 

The costs of these power facilities became a part of the total project 
costs and were included as part of the repayment obligation of the 
irrigation districts and the individual water-right contractors. 

The water users have been assisted in their repayments by receiving 
credits from power revenues and other miscellaneous sources, totaling 
$4,846,178 as of June 30, 1950. They have also paid in cash $5,340,- 
141, so that the original obligation of $20,987,730 has been reduced 
to $10,801,111. 

The costs of operation and maintenance and replacement expenses 
are increasing with the increased costs of today and the annual power 
revenues of the future will decrease because the cost of operation and 
maintenance is increasing and because present rates are considerably 
in excess of rates which will be available in the general area from the 
Missouri Basin project when that project comes into fuller operation. 
In other words, the maintenance of the present high level of rates for 
the North Platte project power, in order to maintain a high level of 
net power income to be used as a credit against repayment install- 
ments that would otherwise be due the United States under the irriga- 
tion repayment contracts of the North Platte water users, creates an 
island of high-cost power in the midst of areas where power can be sold 
at substantially lower rates. 

In order to relieve the situation the Department of the Interior has 
negotiated with the water users of the project for amendment of their 
existing repayment contracts and for the purchase of their power rights 
on the North Platte River. The contracts with the Goshen, the 
Gering, and Fort Laramie, and the Pathfinder irrigation districts 
referred to in H. R. 6723 were negotiated as provided in the Reclama- 
tion Project Act of 1939. Each has ap approved by a vote of the 
electorate of the district concerned in an election held pursuant to 
State law. 

The proposal as set forth in the bills would grant the water users, 
for application against their construction obligation, $6,636,873 as a 
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consideration for their interest in the power revenues. This payment 
is based upon the estimated replacement cost of the present powe: 
system, taking into consideration its present condition. 

The Government by acquiring the water users’ interest in the pow: 
revenues for this consideration, would then be free to coordinate th 
power operations with other Government power operations in the area 
which would permit the establishment of lower power rates, charge 
generally throughout this region by the Government. At the sam 
time by such coordination and integration the return of the costs o! 
the investment would be assured to the Government. 

At the present time the water users do not use the optimum powe 
potentialities at the existing dams of the project and are in no position 
to extend the facilities to accomplish such optimum power use. Thi 
Government, on the other hand, through integration and coordination 
could do this and thereby utilize to the fullest degree the resources 
now going to waste. 

If approval of the contracts now negotiated is authorized by legisla 
tive action, the following results will be obtained: 

The water users would receive a credit for their future interest 
in the potential power revenues, this credit being applied to reduce th: 
water users’ construction charge obligation to the United States. 

The United States would receive power revenues throughout 
the future life of the project, which would assure the coverage of all 
power-operating and maintenance cost, the providing for replace- 
ments with the repayment period, and the return to the United States 
of the credit proposed to be allowed the water users in return for thei 
future interest in power revenues. 

(3) Wasting power potentialities which the water users cannot 
properly develop on an isolated project basis could be utilized by the 
United States to realize the optimum power production. At the sam 
time the additional power produced would be of great benefit to this 
rapidly growing area which needs additional power. 

(4) By integration and coordination of the power facilities, the 
Government could establish rates for this project uniform with rates 
from other Federal projects in the same area and still not harm the 
repayment ability of the water users, nor jeopardize the return of the 
investment of the Government in the project power facilities, 

(5) The proposed credit for the water users’ interest In power reve- 
nues would enable the water users to meet the annual construction 
installments which are now increasing and which, with the prospect 
of decreasing returns from project power operations, could create a 
serious repayment problem; 
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MINORITY REPORT 


The bill H. R. 6723, to approve contracts negotiated by certain 
Nebraska and Wyoming irrigation districts, on one hand, and the 
Bureau of Reclamation, on the other hand, appears to the under- 
signed to be a striking illustration of the Bureau’s program to win 
“5a of the economy of any State in which the Bureau is authorized 
by law to operate. 

This Nebraska-Wyvoming case, indeed, reflects the philosophy of 
the administration now in office. That philosophy embodies the 
continued increase of bureaucratic control over water and hydro- 
electric energy, which provide the4ifeblood of the so-called 17 reclama- 
tion States. 

The phrase, ‘Whoever controls the water controls all,” is a truism 
especially applic ‘ab le he ‘re. 

It is, and has been for several vears, the policy of the Bureau of 
Reclamation to attain control wherever possible. This policy has 
been consistently advanced through numerous channels before Con- 
gress. It underlies virtually every bill having to do with reclamation 
and power development presented before congressional committees 
with the endorsement and approval of the Bureau. 

In the case at hand, it has been testified that the irrigators in the 
Nebraska-Wyoming projects have been under pressure from the 
Reclamation Bureau to surrender their holdings and to re linquish the 
operation and management of their projects. The result, in the words 
of witnesses, means practically a confiscation of the businesses built 
by the farmers on the projects. 

It was shown in the hearings that the few individuals who voted 
against such proposals did so as a futile protest against what they 
believe to be a socialistic trend. It was also shown that the voters 
realized the hopelessness of attempting to defy the overwhelming 
strength of the Bureau and the REA’s in the areas of the projects. 

The questions of energy production, costs, financing and other 
technical problems are of far less importance here than the practice 
of bureaucratic expansion made manifest both by the situation and 
the testimony before the committee. Revealed is a theory of Govern- 
ment that is entirely foreign to American life, and governmental 
procedures proposed here reach beyond the borders of socialism into 
the realm of communism. 

The Americans involved in these issues plainly find themselves in 
2 more-or-less hopeless position. They admittedly are the victims 
of circumstances which have been created yy the Bureau’s program 
of seeking to wrest from private individuals, or organizations born of 
private initiative and enterprise, the authority and right guaranteed 
by the American system of constitutional government. 

The Bureau’s program would deprive the individual citizen of his 
right to build as he desires, and would supplant that right with 
absolute control of the tools with which the private citizen must 


4 
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make his own living and secure his own welfare and that of his de- 
pendents. 

As was explained, the power venture in these areas was originally 
entered upon as a business venture for profit. Then the Govern- 
ment, 1. e., the Bureau of Reclamation and the REA, entered the 
picture with a different philosophy involving the contention that 
power should be sold at cost. When the farmer-owners of the power 
projects realized that they were to be forced to relieve themselves of 
their power interests, they made an effort to work out a plan with 
the Bureau. 

Other testimony showed that unless the irrigators made such a 
deal with the Bureau, they would be forced into bankruptcy. 

The Bureau used the weapon of undercutting to the extent that 
no profit-making development could compete. The Bureau told the 
irrigators they must surrender because of a downward trend in their 
revenue. Yet, testimony showed that gross power sales on the proj- 
ects had increased vear after vear 

Another witness told the committee that farmers had invested ‘‘a 
lot” of money to develop their lands, and that now they were going 
to be forced to abandon them, 

With the adoption of the 1948 contracts with the Bureau, many 
people developed land in the areas, bought up tracts and otherwise 
invested money. If they were to be included in this proposed bill, 
they would be, in effect, forced into bankruptes 

Proponents of the bill, in some instances accepting it as the lesser 
evil, admitted that through no fault of their own the irrigators found 
themselves in the unfortunate position of being victims of the social- 
istic policies of the administration. 

Another witness declared that the proposed reduction in rates, under 
Bureau ownership, would mean little or nothing to the ultimate 
consumer. 

The point was well made that the Bureau is not supposed to retail 
power. Yet, it is apparent that is what the Bureau is doing. By 
using complicated and involved methods, the Bureau is circumventing 
the law and the policies of Congress. 

Nor is the REA supposed to compete with small rural distribution 
agencies, yet that is what the REA, working hand-in-hand with the 
Reclamation Bureau, is doing. Small private enterprise has no chance 
against the crushing streneth of Government svstems which sell power 
atl cost 

The issue ot publi and private power need not be consid red he I 
The issue is whether the Government will b permitte d to continue its 
program of gaining absolute control of the economy of the West 

The Bureau defends itself on the premise that it is obeving the law, 
as was pointedly explained in the words of one witness: 


It is the duty of the Bureau of Reclamat 
administration in power and it is a part of the . t 
administration in power to give ¢ . rt 
of the administratio Oclalist ) i i S 
charged for North Platte power to car ic 
program, 

That statement was not made origu ally vefore this committee. 
It was made originally to the irrigators in the North Platte powe1 
area, when those irrigators were faced w th Surrendermge to ne 


Bureau or enduring bankruptey. 
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A witness was asked by a member of the committee to point out 
where the law, as written by Congress, instructed the Bureau to sell 
power at cost. The witness was unable to do so, and answered that 
the law did not so instruct the Bureau. Rather, the witness, a high 
official of the Bureau, explained that the law indicated a policy on 
the part of the Federal Government to sell power at the lowest rates 
consistent with sound business principles. 

The defiance of the Bureau and of the REA in this respect is 
plainly apparent. Instead of adhering to the law, as written by 
Congress, they are interpreting it to suit their own policies of expansion 
and of acquiring economic control. 

Not only does the Bureau retail power, but the Bureau has felt it 
incumbent upon itself to see that the power is delivered to the ulti- 
mate consumer at the lowest possible cost, and this self-awarded 
responsibility excludes municipalities using Bureau power from di- 
recting their own distribution systems. The Bureau dictates rates, 
instructs a district as to how books shall be kept, and otherwise directs 
the management and operation of power enterprises. This makes of 
the Bureau a public utility, something that Congress has never in- 
tended it to be. 

The extremes to which the Bureau assumes control of a utility is 
illustrated in the fact that the Bureau has enough authority to prevent 
a municipality from donating power for a community Christmas tree. 

With regard to the rights of municipalities which purchase Bureau 
power, the words of the author of this bill provide a clear illustration 
of the conditions and situations confronting Congress. 

It is apparent that this committee, or some committee, must create 
a firm policy and see that that policy is properly interpreted and car- 
ried out. As suggested by the bill’s author, instructions to the 
Inte ‘rior Department should say: 

‘Gentlemen, you are selling power derived from public funds, and 
when it comes down to the substations we are going to let town X 
buy at the price agreed upon, and then they shall distribute it and sell 
it and keep the’ ir own books, and give it away, if they want to, or charge 
more. 

“Tf the people are not satisfied with it, they can change their mayor, 
or city council. They should be able to run their own affairs. 

“T know you do not like it. I am a little disturbed sometimes as to 
how far you reach out and tell the litde communities what they have 
to do. 

“Thev have come to me and said: ‘Shall we buy power from the 
Reclamation people?’ But when you (the Bureau) tell them what to 
do, I have frankly told the little towns to tell you to go to the hot 
spot; that I thought you were getting clea r beyond any authority 
given you by law. They thought so, too. So they went out and 
bought their own power, and they are doing a good job. 

“Tt disturbs me no end when these towns want to purchase power 
from the Reclamation people and you say, ‘Yes, you shall have it; 
but we will keep your books and tell you how to run your business.’ 
Those people are the elected officials in those towns.”’ 

The situation disclosed in this measure presents a trend which we, 
the undersigned, recognize as a major threat to the guaranteed rights 
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of individuals, and it throws a bright light on a policy being practiced 


which might well destroy the economic freedom of the Nation 


JoHn P. Sayue 


i \ yt 
NORRIS Pot LSON 
| 

Frank T. Bow 


We feel that it is proper that the views expressed above be brought 


: to the attention of the Congress and the people of the Natior his 
| is but one of many examples of the trend to centralized government 


and rule by bureaus that could illustrat the reason for the great 
concern many have for our form of constitutional government 
However, beeause of the fact that the eit ns of western Nebraska 
and eastern Wyoming are the unfortunate \ ms of the Bure of 
Reclamation we shall with reluctance support the bill 
: This support must not be construed as support of the principles 
contained in the legislation but only the protection of the citizens of 


two great States who now suffer from a failure of Congress to limit 
the action of the Bureau of Reclamation 
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AUTHORIZING THE CONSOLIDATION OF THE AREA OF 
VICKSBURG NATIONAL MILITARY PARK, IN THE STATE 
OF MISSISSIPPI 


Mr. Bentsen, from the Committee on Interior and Insular Affairs 


submitted the following 


REPORT 
To a pa rH. R.. 4298 
The Committee on Interior and Insular Affairs, to whom was re 
ferred the bill H. R 7298) to author the consolidat n of the area 
of Vicksburg National Military Park, in the State of Mississippi, and 
for other purposes, having CONS ce red the Side report favorably 


thereon with amendments and recommend that the b 
do Pass. 

The amendments are as follows 

Page 2, line 7, strike the comma after the word “conveyed” 


Page 2. lines 14 and 15, strike the words “‘situated which monu- 
ments’ and insert in heu thereof the words situated, and such 
monuments and land”, 

Page 2, line 25, following the word ‘‘to’”’ insert the word “‘suel 

age 3, ine 2, strike le Wore conveyance.” and insert in lieu 
E 5 2, strike tl a | 


thereof the following: 


convevance Pro ded f ihe Phat Nel | | of 
Vieksburg shall enter into an undertaking that in tl ent citv of \ 
obtains from a resale of parcels 1 to 13 referred t n a ¢ sidera nin exc 
of 10 per centum of the sum of 814,500 and a : Dor t t ! nneetion 
with such resale (including development cost t} such exeess shall be paid 
to the United States 

Page 3, line 6, following the word “procurement”, insert the words 


“by purchase only”’. 
EXPLANATION OF THI 


The intent of H. R. 7298 is to permit consolidation of the lands in 
the Vicksburg. Miss.. National] Military Park thro oh the convevance 
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to the city of Vicksburg of certain lands surplus to the needs of the 
park. No appropriation of Federal funds is re: juested, 

Subsection (a) of the bill authorizes the Secretary of the Interior to 
transfer to the city without cost approximately 81.40 acres of land 
on which are located 4% miles of gravel roads. These roads would be 
made a part of the city road system and their conveyance to the city 
would relieve the Federal Government of the responsibility of main- 
taining them. At hearings held on the bill, a representative of the 
National Park Service testified that last year maintenance of these 
roads cost the United States $1,990. The city plans to pave them at 
a cost of approximately $128,600. 

Subsection (b) authorizes the Secretar y tose ‘Il to the ¢ itv for $14,500 
approximately 52.83 acres of park lands that are not being utilized for 
park purposes. ‘The revenues derived from the sale would be placed 
in escrow by the National Park Service for the eventual purchase of 
additional lands in the park area that are better qualified for park use 
than the lands to be sold. It was testified that the ¢ ity of Vie ksburg 
badly needs these lands for residential expansion. 

The sales price of $14,500 was set by an appr: List al board of the Corps 
of Engineers. ‘The committee has amended H. R. 7298 to provide that 
if the city, in reselling the property, realizes a gine # of more than 

$1,450 (10 percent of the sales price) the excess shall be paid to the 
U tad States. 

The committee also adopted an amendment requiring that the pro- 
curement of any additional park property shall be by purchase only 
and not by conde ‘mnation. 

A favorable report has been submitted by the Department of the 
Interior. It is set forth below as follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE oO} THE SECRETARY, 
Washington, D. C., May 27, 1952. 
Hon. Joun R. Murpoc 


Chairman. Committe on Inte or and Insular A ffa eo 
Hlouse ( Representative 3, Wasi ngton 25. DD. 
My Dear Mr. Murpocr: Your committee has requested a report on H. R. 


7208. a bill to authorize the consolidation of the area of Vieksburg National 
Military Park, in the State of M ississippi, and for other purposes. 

We recommend the enactment of this proposed legislation 

H. R. 7298 will permit a desirable consolidation of the area of Vicksburg 
National Militarv Park This will be to the mutual benefit of the park as we Ti 
as to the city ot Vicksburg. The city has « Xpar led to such an extent and the 


highway problems involved in such expansions are such that it is desirable, in 
our opinion, as provide 1 by this bill, that a portion of the park highwavs be con- 
veyed to the city for future maintenance and development. As stated in subsee- 


tion (a) of the bill, the Secretary of the Interior would be authorized to convey 
to the city without cost approximately 81.40 acres of land to be used by the city 


for a park-like right-of-way to improve the city road system. This conveyance 
would be made excluding therefrom the historical monuments and the lands on 
which they are situated. The property to be conveyed to the city under this 
subsection would not be available for commercial use or development and would 
relieve the Federal Government of further responsibility for these particular 
roadways 

Subsection (b) of the bill would authorize the Secrotary of the Interior to sell 
to the city of Vick .b rg certain tracts of land comprising 52.83 acres, which are 
identified on te map referred to in te bill as parcels I to 13 These properties, 
which ar itable for residential or comm -reial is:, and wl ich may not be classi- 
fied as hig ay properties, by the terms o is bill arc appropriate!'y made the 
sibject of a ‘ to t e citv of Vicksb irg The eval-ation placed iIpon these 
pr yy Fties is based upon an appraisal thereof by an impartial agency We con- 


sider this appraisal to be accurate and appropriat The bill contains certain 
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limitations concerning t! 


he use of certain of parcels » be { 
city which we believe to be desirable for rotect f Vicks : 
Military Park We enclose for 


our 1S¢ iY wile? 


to in this bill a copy of the map which is referred to thereir 


We are informed that the city of Vicksburg 
of this proposed legislation. It 


ts enactment will benefit 


administrative problems relating to Vicksburg National M 


¢ 4 tary Parl I 
elimination from the park of some of the highway properties w nermit 
in costs of administration 

For purposes of clarification, the follow au 
are suggested 

1. Page 2, line 7. Strike out the comma 1 

2. Page 2, lines 14 and 15. Str 1 at 
and insert in lieu thereof the word 

3. Page 2, line 25. After the word 

The Bureau of the Budget has 
mission of this report \ col 

Sincerely yours 
KEnactment of it. R. 7298 as amended ADL O | 


by the Committee on Interior and Insular Af 


cf™~ 
VY 
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S9pn Concress ) HOUSE OF REPRESENTATIVES  ( REPORT 
Id iN¢ SZ70)N \ } NO é Ls > 


GOVERNING THE HOSPITALIZATION OF THE MENTALLY 
ILL OF ALASKA, AND FOR OTHER PURPOSES 


June 11, 1952.—Committed to the Committee of the W! lH 


- hoe 
State of the Union and ordered to be printed = c 
Mr. Reppen, from the Committee on Interior and Insular Affitn 
submitted the following - 


REPORT 
[To accompany H. R. 8086 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (il. R. SOS6) to govern the hospitalization of the 
mentally ill of Alaska, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

H. R. S086 is a bill to govern the hospitalization of the mentally 
ill of Alaska. This bill was originally introduced as H. R. 4966 and 


included an authorization for the construction, equipping and Oper- 


ation of a hospital in Alaska for the mentally ill of the Territory 
H. R. SO86 is a ‘clean bill” providing for the care of mentally il in 
which the provision for construction of a hospital in Alaska is elimi- 
nated and certain perfecting amendments are included in line with 
departmental suggestions which had been made on H. R. 4966 

Under the Organic Act of the Territory of Alaska, passed in 1912, 
the responsibility for the care and treatment of the insane of Alaska 
rests with the Federal Government. At the preseat time there is no 
mental health program in Alaska dealing with the critical problem of 
mental health and there are no facilities for in- or out-patient clinical 
treatment. There is only one psychiatrist in Alaska 

For half a eentury the insane of Alaska have been cared for on a 
contract basis and for the greater part of that time at the facilities of 
the Morningside Hospital operated by the Sanitarium Co., near 
Portland, Oreg. At the present time there are approximately 340 
Alaskans being cared for at Morningside 

As presently operated, the plan for handling the mentally ill in 
Alaska provides for use of the jury system sanity hearings and in- 
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carceration of the patient in a Federal jail with criminals and other 
prisoners while awaiting transfer to Morningside. 

In 1949 the Department of the Interior named a committee of 
eminent specialists in psychiatry and in the field of mental health 
programs to study the problem of the mentally ill of Alaska. 

This committee made its report and recommendations on February 
10, 1950. The committee found that 
the present method of detaining, committing, transporting, and treating persons 
resident in Alaska who become metally ill is highly unsatisfactory. It is archaic 
and utterly out of line with present concepts and methods of psychiatric treat- 
ment, reflecting the practices and attitudes of an era when persons who became 
mentally ill or psychotically disturbed were commonly “apprehended,” ‘‘adjudged 
insane,’ and removed from society by being placed in seclusion in ‘‘asylums’’ 
which were custodial institutions rather than treatment centers. 

H. R. 8086 contains the principles of many of the recommendations 
made in the report of the investigating committee. It also contains 
many of the features of the Federal Security Agency’s Draft Act 
Governing Hospitalization of the Mentally Ill. 

Part LI of H. R. 8086 provides for voluntary hospitalization of any 
person who is mentally ill or who has symptoms of mental illness as 
well as for procedure for the discharge of voluntary patients. 

Part III deals with involuntary hospitalization under nonjudicial 
procedure as well as under judic ial procedure, the latter to be held 
before the United States commissioner under provisions designed to 
avoid as far as possible any harmful effects on the patient’s condition. 
If, under judicial procedure, the United States commissioner finds the 
proposed patient is mentally ill, or because of his illness is likely to 
injure himself, or is in need ‘of care in a mental hospital, the commis- 
sioner shall order his hospitalization for an indeterminate period or for 
a temporary observation period not exceeding 6 months. 

This bill provides that persons awaiting removal to a hospital shall 
not, except during an extreme emergency, be detained in a non- 
medical facility used for detention of individuals charged with or con- 
victed of penal offenses. 

Part IV of the bill contains provisions for the exercise of civil rights 
in behalf of the mental patient, the right to communication and 
visitation, and for writ of habeas corpus. 

Reports of the Department of the Interior, the Department of 
Justice, and the Federal Security Agency on H. R. 4966 are attached 
and were considered by the committee in drafting the clean bill, 
H. R. 808€, which is similar in principle with the exception of pro- 
visions for the construction of a new hospital in Alaska for the care of 
the mentally ill. 


——— 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 27, 1952. 
Hon. Jonn R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Drar Mr. Murpock: Further reference is made to your request for the 
views of this Department on H. R. 4966, a bill governing the hospitalization of 
the mentally ill of Alaska, and authorizing the Secretary of the Interior to locate, 
establish, construct, equip, and operate a hospital for the mentally ill of Alaska, 
and for other purposes. 

I recommend that H. R. 4966 be enacted promptly with certain amendments 
as hereinafter indicated. 
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In its report the committee records the following principal observations: 

“1. There is no mental-health program in Alaska today to deal with the 
critical problem of mental ill health. There are no in- or out-patient clinical facili- 
ties in the Territory for the treatment of the mentally ill of Alaska, and there is 
only one practicing psychiatrist in the Territory. 

“2. The present method of detaining, committing, transporting, and treating 
persons resident in Alaska who become mentally ill is highly unsatisfactory. It 
is archaic and utterly out of line withe present concepts and methods of psychiatric 
treatment, reflecting the practices and attitudes of an era when persons who 
became mentally ill or psychotically disturbed were commonly ‘apprehended,’ 
‘adjudged insane,’ and removed from society by being placed in seclusion in 
‘asylums,’ which were custodial institutions rather than treatment centers. 

“3. The fundamental principle of contract care of mental patients in proprie- 
tary institutions is wrong. It has long been outmoded in the United States and 
no situation comparable to the one which pertains with respect to the treatment 
of Alaskan patients exists elsewhere in the Nation. It is subject to criticism on 
sound humanitarian grounds, 

‘4. The history of the care of the Alaskan insane is now sufficiently long and 
the number of patients sufficiently stabilized and predictable to warrant per- 
manent provision for their treatment.”’ 

The committee strongly urged that certain steps be taken for the initiation of 
a sound long-range program for the care of Alaska’s mental patients. 

H. R. 4966 would implement the principal recommendations of the committee 
with respect to legislation to be enacted by the Congress to further the establish- 
ment of a sound long-range program for the care of Alaska’s mental patients. 
As a unit, parts I through IV of the bill, with modifications to meet the Alaskan 
situation, is substantially the model law relating to the hospitalization of the 
mentally ill which the Federal Security Agency prepared on the recommendation 
of the National Advisory Menial Health Council. The fundamental objectives 
of this model law, as stated by Federal Security Administrator Oscar R. Ewing, 
are to assure persons who are mentally ill: ‘First, maximum opportunity for 
prompt medical care; second, protection against unnaturally harmful or degrad- 
ing treatment: and third, protection against confinement and deprivation of 
rights.”’ 

I believe it would be well at this point to review briefly some of the more sig- 
nificant features of H. R. 4966. Part I of H. R. 4966 is composed of definitions. 
Part II of the bill relates to the voluntary hospitalization of persons who are 
mentally ill. Under this part, the administrator of the Alaska mental health 
program would be authorized to make arrangements with the head of any hos- 
pital to admit for observation, care, and treatment any individual who is mentally 
ill or has symptoms of mental illness. Part III of the bill prescribes proeedures 
for the involuntary hospitalization of persons who are mentally ill Soth non- 
judicial and judicial procedures are provided for. Significantly, in accordance 
with the practices now predominating in the States, the judicial procedures pro- 
vided for would replace the archaic jury system of sanity hearings which now 
prevails in Alaska. This part also places primary responsibility in the adminis- 
trator of the Alaskan mental health program to make suitable provision for the 
transportation and temporary detention, when necessary, of persons who are 
mentally ill, Under this provision of the bill the administrator would be re- 
quired to take such reasonable measures, including provision of medical care, if 
necessary, to assure the proper care of a mentally ill individual who is temporarily 
detaines Part IV of H. R. 4966 deals with the rights of mental patients who are 
hospitalized, and establishes standards which are designed to insure humane 
care and treatment of such patients. Part V would authorize the Secretary of the 
Interior to make arrangements with the Department of Health of the Territory 
of Alaska, for that department to assume, under the supervision of the Secretary, 
responsibility for the administration of the Alaska mental health program. This 
provision is designed to place operating responsibility for the mental health pro- 
grain in a Territorial agency with the ultimate objective of transferring complete 
responsibility for the care of the mentally ill of Alaska to the Territory of Alaska. 
In order that the Territory may eventually assume this responsibility, and also 
to fulfill the Federal Government’s present responsibilities with respect to this 
matter, this part would authorize the Secretary to locate, establish, construct, 
and equip a hospital in the Territory of Alaska for the care and treatment of the 
mentally ill of the Territory, together with such appurtenant buildings and in- or 
out-patient mental health facilities as may be required. 
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As I have indicated, the provisions of H. R. 4966 are 
conclusions and recommendations of highly qualified 
care and treatment of mental illness Moreover, the bill represents an eff 
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would be making a most significant and profound contribution to 1 en 
well-being of the people of Alaska 
Attached hereto is a list of proposed amend h at 





ing in nature and would also correct certain clerical errors 
The only sul 





ntial amendment of the |} 
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conveved to the Territory and for the care and treatment ‘a1 enta 
Alaska. 

The Bureau of the Budget has advised a 
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amended to provide that such facilities for care of ma 






constructed in Alaska under section 26 of 
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the above recommendation of the Bureau of the B 


sincerely yours 





1. Page 2, line 2, strike out the word “and” ar 
word “or” 
2. Page 6, line 15, strike out the words 
thereof the words “‘that section” 

3. Page 7, lines 12 and 19, strike out the word ‘‘court 
the word ‘‘Commissioner’’ 

4. Page 8, line 12, strike out the word “it’’ and insert ir i thereof the 
"he. 

5. Page 15. line 14, insert immediately after the word ‘Discharge 
‘of Involuntary Patients’ 

6. Page 20, line 15, insert the word ‘‘judicia 
“proceedings,” and delete the word ‘‘judicial”’ whict 

7. Page 21, line 7, strike out the word “‘it’’ and insert in lieu the 
“ae. 

Page 21, line 20, add at the end of the line the words ‘‘appoint the Adminis 
trator and to 

8. Page 22, line 8, insert immediately after the word “equip” the rds ‘‘ar 
operate re 

9. Page 24, add a new section 32 to read as follows 

“Sec. 32. If any provision of this Act or the application such provi 


any person or circumstance is held invalid, the remainder of the Act and ( 
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(b) the establishment of a 50-bed treatment center at the Mount Edgecumbe 
Health and Education Center, Sitka, to care for acute cases from southeastern 
Alaska on a short-term basis, and (c) an agreement to be worked out with the 
Territorial government to take over and operate the facilities after they are com- 
pleted. 

The report of the investigating committee we assume, will be made available to 
the committee by the Secretary of the Interior. H. R. 4966, as stated, is based or 
that committee’s report, 

The bill has two major facets. Parts I to 1V would usher in a program for the 
hospitalization (voluntary as well as involuntary) of the mentally ill. The pro- 
cedures are patterned after the provisions of the draft act prepared by the Public 
Health Service but with some modifications to take account of Alaskan conditions 
Under part \V of the bill, the Secretary of the Interior would be authorized, pend- 
ing ultimate transfer of full iesponsibility to the Territory, to make arrangements 
with the department of health of the Territory whereby that department would 
assume, under the supervision of the Secretary, responsibility for the administra- 
tion of the hospitalization provisions of the bill. Part V would also authorize the 
Secretary of the Interior to construct and equip in Alaska a hospital and other 
permanent buildings for the care and treatment of the mentally ill of the Territory, 
together with such other in- or out-patient mental health facilities as may be 
required for the establishment and operation of a comprehensive mental health 
program in Alaska. The location of the facilities would be determined by the 
Secretary in consultation with the Department of Health of Alaska and the 
United States Public Health Service. As soon as practicable after the completion 
and equipment of such hospital and of the facilities, the Secretary would be re- 
quired to order the transfer to such facilities of all Alaskan mentally ill patients 
being cared for at the expense of the Federal Government outside the Territory. 
Upon certification by the Governor that the lezislature of the Territory has made 
funds available for the care and treatment of the mentally ill in Alaska, the Secre- 
tary would have to convey to the Territory title to such facilities, and thereupon 
all responsibility of the kederal Government with respect to the care and treat- 
ment of the mentally ill of Alaska would cease and be assumed by the Tertitorial 
government. The Sec.etary then would be authorized to transfer to the Terri- 
torial government any unexpended Federal funds appropriated for the care and 
treatment of the mentally ill of Alaska. 

This Agency is in complete accord with the purposes of H. R. 4966. The bill 
would establish a legislative base for the inauguration of a mental health program 
in the Territory of Alaska as such and would authorize the local administration 
of the program. The provisions for hospitalization follow generally the provisions 
of the Draft Act Governing Hospitalization of the Mentally Ill published by the 
Public Health Service (Public Health Service Publication No. 51, 1951) and 
reflects modern concepts of approach. The adoption of the provisions of the bill 
establishing new procedures for hospitalization of the mentally ill would place 
Alaska in line with the movement for reform and modernization of hospitalization 
and commitment prodecures for the mentally ill and would go hand in hand with 
the establishing of a progressive mental health program for the Territory. 

1. Hospitalization—General comment.—The procedure now in effect in Alaska 
is governed by Federal statute (48 U.S. C. 47). The investigating committee 
concluded that the present procedure is incompatible with modern concepts 
and methods of treatment of the mentally ill and reflects “the practices and at- 
titudes of an era when persons who became mentally ill or psychotically dis 
turbed were commonly ‘apprehended,’ ‘adjudged insane,’ and removed from 
by being placed in seclusion in ‘asylums’ which were custodial institu- 
tions rather than treatment centers.”” Whatever may have been the true intent 
of its authors, the existing procedure, which includes a “‘trial’’ by jury coupled 
with the current practice of detaining “‘insane persons” in jail while awaiting 
adjudication or transportation to Morningside Hospital, is charged with the at- 
mosphere of criminal proceedings, is humiliating in the extreme to the patient, 
and is calculated to aggravate his condition. 

So long as the Federal Government retains the responsibility for the treatment 
and care of the mentally ill in Alaska, it seems appropriate and may be necessary 
that any reform in hospitalization and commitment procedures for the mentally 
ill of Alaska be accomplished by act of Congress. However, it would seem desir- 
able to insert in part V of the bill express provision to the effect that, upon the 
transfer to the Territorial government of all responsibility with respect to the care 
and treatment of the mentally ill of Alaska, the Territorial legislature shall be free 
to amend the hospitalization procedures established by the bill as experience may 
indicate. 


societ V 
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As already stated, in the main the bill departs from the draft act published 
the Public Health Service only so far as necessary to meet problem 
Alaska. <A copy of the draft act which has been recommended to 1 Sta 
favorable consideration by the Council of State Gover nts (program for 195] 
is enclosed herewith 
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improvement of the hospitalization provisior f H. R. 4966 
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GOVERN HOSPITALIZATION OF MENTALLY ILL OF ALASKA ll 


administrator with reé spect to detention, custody, transfer, conditional release, 
or discharge of patients, will probably be effective only if the State has adopted 


the provisions of paragraph 2) of section 10 of the form Veterans’ Guardiar 
ship Act 

2. Hospital facilities The provision of adequate facilities for in- and out 
patient treatment of the mentally ill in Alaska, as well as facilities for their g 
term hospitalization in the Territory, is intimat related to the enlightened 
hospitalization procedures envisioned by the other parts of the W 
such facilities and adequate qualified staff to maintain and operate e1 
would be gained by ushering in the new procedut he 
dealt with in humane and considerate fashio1 » far as these procedures ar 
concerned but would have to be transported for tremend lista to rea 
his destination in the Morningside Hospital, Orego y to receive there ‘ 
more than custodial care 

The State plan developed by the Alaska Territorial Department of Hea 
under the provisions of the Hospital Survey and Construction Act, a ipp! 1 
by the Surgeon General of the Public Health Service, confirms the need for add 
tional mental hospital facilities and shows the planned location of 
Under that act, the Territory of Alaska receives an annual all ent Federal 
funds, currently only $200,000, to be used for the purpose of paying 50 


of the cost of constructing public and other nonprofit hospitals and 
centers. In view of the small size of this allotment, wl fh IS AV 
types of hospitals and related facilities, not only mental hospitals 


of a mental hospital and other mental-health facilities in Alaska as envisioned 
by this bill would assist in meeting the great over-all need for all health facilities 
in the Territory. The requirement of the bill that the locat I [ i 
health facilities constructed under the bill is to be determined by the Secretar 
after receiving and considering the advice and recommendations of the Territorial 


department of health and of the United States Public Health Service is substan- 
tial assurance that the location of the new mental hospital will conform as nearh 
as possible to the over-all plan for the Territory approved under t Hospital 
Survey and Construction Act and will thus be in harmony with the nee 
hospital service in Alaska. 


We assume, of course, that the Department of the Interior w e more de- 
tailed information on the new facilities aspects of the | Also, the ade at of 
the provision for the transfer of the facilities, one mpleted, and for the attendant 
transfer of functions and authority to the Territory seems to be a matter for the 
Department of the Interior, and we are not attempting comment on this aspect 


of the proposed legislation 
Time has not permitted us to obtain advice from the Bureau of the Budget as 
; } 
to the relationship of this bill to the program of thi President 


Sincerely vours, 


The Committee on Interior and Insular Affairs unanimously recom- 
» 


mends that H. R. SO86 be enacted. 
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CONTINUING AUTHORITY FOR THE TRUST TERRITORY 
OF THE PACIFIC ISLANDS 


JUNE 11, 1952 —Committed to the Committee of the W eH emStat 


Mr. Reppen, from the Committee on Interior and Insular Affair 


i 


submitted the following 


REPORT 


(To accompany H. J. I 





The Committee on Interior and Insulat Affairs, to whom was 
referred the joint resolution (H. J. Res. 421) to continue authority 
for the Trust Territory of the Pacifie Island having considered the 
same, report favorably thereon with amen 
that the joint resolution as amended do pass 

The amendments are as follows 

Page 2, line 6, following the word ‘“‘vested’’, insert the words “until 
June 30, 1953,”’. 


} 
j 
i 


ments and recommend 


EXPLANATION OF THE JOINT RESOLUTION 


House Joint Resolution 421 was introduced at the request of the 
Department of the Interior which advised this committee that the 
legislation is necessary to comply with the advice of the Committee 
on Appropriations of the House of Representatives with respect to 
appropriations for the administration of the affairs of the Trust 
Territory of the Pacific Islands 

House Joint Resolution 121, as amended provides that all execu- 
tive, legislative, and judicial au 
ministration of the trust territory shall continue to be vested in such 


persons or agencies as the Preside nt of the Un ted States may dire t 


: : 
thority necessary for the civil ad- 


until June 30, 1953. Responsibility for the civil administration of 
the trust territory has been conferred upon the Secretar uf the 
Interior by Executive order. 

The Department of the Interior feels that th legislation l meet 
the require ment of the Committee o1 Appropriations, pe n aclior 


on legislation providing for civil government for the trust 





2 CONTINUE AUTHORITY FOR THE TRUST TERRITORY 


The Department of the Interior appropriation bill, carrying the 
Department's funds for the vear ending June 380, 1953, as passed by 
the House of Representatives, provides: 


I} it Dp i ) priat ) in act i ) ~ | { 1 tlo 
of tl | | I r fic Islands for a yury i 1 by 
LAW 


The Trust Territory of the Pacific Islands is administered by the 
United States under the international trusteeship svstem. The trust 
territory contains 96 distinct island units composed of 2,141 individual 
islands in an area of about 3 million square miles. The combined land 
area is approximately 687 square miles. The population of the area 
Is approximately 55,730 persons. 
The trusteeship agreement between the United States and the Se- 
curity Council of the United Nations went into effect July 18, 1947, 
with the approval of a joint resolution of Congress. On that day an 
Executive order delegated the responsibility for the civil administra- 
tion of these islands to the Secretary of the Navy. The commander 
in chief, Pacific and United States Pacifie Fleet, served as High 
Commissioner until January 8, 1951, when he was succeeded by a 
civilian High Commissioner. By Executive Order 10265, dated June 
29, 1951, the President of the United States transferred administrative 
responsibility for the trust territory from the Secretary of the Navy to 
the Secretary of the Interior, effective July 1, 1951. 
At the present time there is no organic law for the trust territory. 
The favorable report of the Department of the Interior, pointing 
to the need for this legislation, is attached 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Wash ngion LO, D. a sce J une ? 1952, 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insula 1 ffa rs, 
House of Representatives, Washington i ee. 


My Dear Mr. Murpock: This is in reply to your request for the views of this 
Department on House Joint Resolution 421, to continue authority for the Trust 
Territory of the Pacifie Islands. 
I recommend that House Joint Resolution 421 be enacted 

By joint resolution dated July 18, 1947 (61 Stat. 397) the Congress authorized 
the President to approve the trusteeship agreement between the United States 
and the Seeuritv Council of the United Nations for the Trust Territory of the 
Pacific Islands (formerly the Japanese mandated islar to Execu- 
tive Order No. 10265, dated June 20, 1951, responsibility | administra- 
tion of the trust territory was transferred from the Secretary of the Navy to the 
Secretary of the Interior effective Julv 1, 1951. 

In its report on H. R. 7176, the Interior Appropriation Act, 1953, the House 


Committee on Appropriations expressed the view that in the absence of legislation 








t had considerable doubt hat there vas ack uate authority for Making appro 

priations for the administration of the trust territory 
There are now pending in the Congress H. R. 7427 and S. 2992, ide 

to provide a civil government for the Trust Territory of the Pacifie Isl: 
for other purposes., organic legislation for the trust ter ry, whiel 
ize appropria | vdimit ration of I i ver, | 
their ¢ el ature. there ttle lela} rd that eit t 
before he next fiscal vear Ho Joint Reso 
serve is ! eg Live a horitv per ling i i ent ol I i ( 
for the trust territory The joint resolution would provide that until 
Shall mar ro\ I e governnmit it t te oO! ull ¢ cuti : 
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JOSE LUIS SEGIMONT DE PLANDOLIT AND FUENCISLA 
SEGIMONT 


Mr. Granam, from the Committee on the Judiciary, submittedgthe 


following 
BE PORT 
To accompa H. R. 4590 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4590) for the relief of Jose Luis Segimont de Plandolit ane 


Fuencisla Segimont, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass 
PURPOSE OF THE J 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Jose Luis Segimont de Plandolit and Fuencisla 
Segimont, husband and wife, who are natives and citizens of Spain. 


GENERAL INFORM LON 


The pe rtinent facts in this case are contained in a letter from the 
Deputy Attorney General to the chairman of the Committee on the 
Judiciary, Which letter reads as follows 


Hon. EMANUEL CELLER, 
Chairman, Comn 


ee on the J 
House of Representat i ) D. ¢ 


My Dear Mr. CnatrmMan: This is in resp r request for tl iews of 
the Department of Justice relative to the | H. R. 4590) for ! f of 
Luis Segimont de Plandolit and Fuencisla 8 { The } vuld gra 
them permanent re sidenee in the U1 ed Sta 

The files of the Immigration and Natura a f Depart 
disclose that the aliens are husband and al i { 
Spain, and were born on July 8, 1908, and January 8 16, <p ely Nir 
Segimont de Plandolit last entered the | ed \p S$, 1949, as a visite 
for a period of approximately 3 mont! Mrs. t de Pla 
as a visitor on May 25, 1949 They were bott ‘ 


August 20, 1951. 








2 JOSE LUIS SEGIMONT DE PLANDOLIT AND FUENCISLA SEGIMONT 


The record further discloses that Mr. Segimont de Plandolit is the vice president 
of the Seal Peel, Inc., a New York corporation, and president of the Featherweight 
Corp., a subsidiary of the Seal-Peel, Inc. These concerns are stated to be engaged 
in the manufacture of plastic coatings and to have defense contracts with the 
United States Government of approximately $3,000,090. His wife is employed 
as a secretary in his office. They state that they are members of the Spanish 
royalty and have an income of approximately $25,000 a year. They are the 
parents of four children who are presently attending school in Madrid, Spain, 
and who, according to the parents, will eventually apply for admission to the 
United States for permanent residence. 

he aliens are chargeable to the quota for Spain which is oversubseribed and 
immigration visas are not readily obtainable. In this respect, their cases are 
similar to those of many other aliens who desire permanent residence in the 
United States but who nevertheless remain abroad and follow the procedure 
prescribed by law in obtaining entry. The record presents no facts which would 
justify granting the aliens a preferenee over others in like circumstances. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Sincerely, 
A. Devirr VANECH, 
De puty Attorney General. 


Mr. Rabaut, the author of this bill, wrote to the chairman of the 
Committee on the Judiciary, on June 9, as follows: 


CONGRESS OF THE UNITED STATEs, 
Houst oF REPRESENTATIVES, 
Washington, dD. 7 J une 9. 1952. 
te: H. R. 4590 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
Flo iS¢ oJ Pe presentative s, Washington, dD. iM 
Dear CoLLEAGcueE: I have been advised that the private bill which I introduced, 
H. R. 4590, for the relief of Jose Luis Segimont de Plandolit and Fuencisla Segi- 
mont, has been ordered reported favorably by vour committee, and I wish to 
submit some additional information. Enclosed are the following: 
Copy of letter from M. E. Funk, president, Seal-Peel, Inc., February 6, 
character reference. 
Copy of letter from M. E. Funk, February 6, regarding defense work of 
Seal-Peel, lr 
Photostatic copy of pages 69 and 70 of the February 11 issue of Newsweek, 
entitled, ‘“‘Seal-Peel Suecess.”’ 

Although the Department of Justice does not recommend enactment of this 
measure, the report is otherwise favorable and it establishes the fact that this 
case is far different from that of.the ordinary case. In his association with Seal- 
Peel, Ine., Mr. Segimont has shown exceptional abilitv and he is contributing 
valuable services in our defense effort. In closing, may I mention that it appears 
to be the present intention of the Judiciary Committees of the Congress to favor 
the immigration of aliens of exceptional ability whose presence in this country 
would be ‘‘substantially beneficial prospectively to the national economy, cultural 
interests, or welfare of the United States.””. Mr. Segimont has already proved 
that he has these qualifications. 

Sincerely yours, 
Louis C. Rapaut, M. C 

En ‘losures: 3. 


The enclosures in Mr. Rabaut’s letter read, in part, as follows: 


SEAL-PEEL, INC., 
Van Dyke, Mich., Fe bruary 6, 1952. 
Hon. Lovis C. RaBavt, 
2163 Guardian Building, Detroit, Mich. 

Dear CONGRESSMAN: This is to inform you that on March 15, 1951, Mr. Jose 
Luis Segimont was appointed vice president of this corporation, and received an 
aw rd of a special bonus, for the excellent services rendered to the company. 

During the past several years of our close business association with Mr. Segi- 
mont, we have found his integrity absolutely beyond reproach. We have also 
learned that his business acumen is very superior, and thus enables him to cope 
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quickly and efficiently with any situation. We feel that our firm is 1 








to have such a competent and outstanding executive to bring « | 
attention of top echelon executives in both industry and the Armed For 
order that they may be informed of the great sa £ I 

effected by the use of the products. 

Mr. Segimont is handling personally, some of our largest Govern 
and made available through our lal Ol Armed For 
materials, which we understand | prese! atisfa 
United States atomic equipment in the Pacif Said 
cently developed and patented a ‘‘depreservat 
deal of interest among the packaging and pr rva Sel 
Forces. 

If the writer, or anv member of our firm, can be of furt 
be happy to have vou contact us 

Thanking vou for vour kindness and co lera ra 

Very trulv vours, 
\] | 
S > | 
Re Jose Luis Segimont’s immigration cas¢ 
Hon. Louis C. Rapavut 
2163 Guardian Building, Detroit, Mich. 

DrarR CONGRESSMAN: Since Mr. Segimont e executive capa 
president of this firm, we believe vou Will be Le! ted ir ay gy I I g 
information in support of such cas 

Seal-Peel, Inc., is engaged in Government bu : » the exter f ap 
mately 90 percent of our total volum« We are both prime ar ‘ 
for the Armed Forces 

In addition, we are also suppliers of the Ato nergy Commiss at veral 
points of their laboratory operations We we 1 LLi\ i 
mation, but we feel free to give it to vou for reasons One 
tion is the Mound Laboratories and another e AEC at Oak Ridg | 
that some detail would be of interest, we list below exa f 
we serve: 

Bu 
Ordnance Department, Rarita Arsenal ’ )A-28-)24-ORD . S68, 2 
U.S. Marine Corps, Depot of Supply, Nebco, Ca N52-M-28284 2s 
U.S. Navy Aviation pply, Philadelphia, Pa 38 2 s 
Air Material Command, Wright-Patterson Air F« Ba AF 3 s s 
Navy Supply Depot, Mechanicsburg, Pa_-_- N 38 5-412 5, LON 
Ordnance Department, Red River Arsenal A 28-024-OR D-199 

Do : A 28 ORD R58 
Columbus General Depot, Columbus YA 28-024-ORD | 

| i 
We anticipate orders from the same and similar sources for this year of 1952 


of approximately $5,000,000. We are also engaged in considerable experin 
work in designing new types of Government packaging, as well ( ( 
types of materials. If you wish to have any additional information, please advise 
Yours very truly, 
M. E. Funr, Pre 


Upon consideration of adl the facts in this case, the committee is of 
the opinion that H. R. 4590 should be enacted and accordingly recom- 
mends that the bill do pass. 


rn 








82p Coneress | HOUSE OF REPRESENTATIVES § REPORT 
od Ne ssion \ } Ni y1-- 


AI-LING TUNG TSOU AND HER SON, MOODY TSOl 


JUNE 11, 1952. Committed to the Committee of 1 \\ e Fi 
o be vr E; 
Mr. Grauam, from the Committee on the™.J submited 
following 2 
> Tp >mM 
REPORT 
lo accompany H. R. 8052 
The Committee on the Judiciary, to whom was referred th 


(H. R. 8052) for the relief of Ai-Ling Tung Tsou and her son. Moody 
Tsou, having considered the same, report favorably thereon without 


amendment and recommend that the bill do pass 


PURPOSE OF THE BILI 


The purpose of this bill is to facilitate the admission into the | 
States of the wife and minor child of a law! il res de { ale I) 


GENERAL INFORMATIE 


This legislation involves the matter of tl wife and tl 


child of a native of China, Dr. Szu-Tai Tsou, who has been granted 
status of permanent residence in the United States under seetio. 4 
of the Displaced Persons Act of 1948, as amended The bill is worded 
so as to grant to the wife and minor son of Dr. Tsou the same prefer 
tial quota immigration status as that enjoyed by other immigrants 
related to permanent residents of the United States Under t! 
eral laws, Chinese persons do not enjoy such preferential status and 
therefore, this legislation is necessary in order to prevent the separation 
of this family. 

Mr. Walter, the author of this bill, submitted the following cor 


respondence which contains certain additional! facts in this eas 








AI-LING TUNG TSOU AND HER SON, MOODY TSOU 





CoMMONWEALTH OF PENNSYLVANIA, 
DEPARTMENT OF WELFARE, 
CoaLDALE State Hospirat, 
Coaldale, Pa., July 5, 1951. 
Hon. Francis E. WALTER, 
House Office Building, Washington, D. C. 


Dear CONGRESSMAN WALTER: May I again impose against your good nature 
to make inquiries concerning the possibility of having Dr. Tsou’s wife brought 
to this country? 

At the present time they are in Hong Kong, having gone there from Shanghai 
when the Communists took over China. Of course, Dr. Tsou is very much 
concerned about the welfare of his wife and boy who is 9 years old. 

If you can give me some definite assistance in this matter it will be greatly 
appreciated. Dr. Tsou wishes me to say that he is very much pleased to know 
that the concurrent resolution for displaced persons in which he is included has 
been introduced. 

I want you to know that I also appreciate your efforts very much in this matter. 

Sincerely, 
Joun G. Scorr, Superintendent. 


THE FOREIGN SERVICE OF THE 
UNITED STATES OF AMERICA, 
AMERICAN CONSUL GENERAL, 
Hong Kong, Ne ple mber 16, 1950. 
Mr. Joun G. Scorrt, 
Superinte ndent, Coaldale State Hospital, 
Coaldale, Pa. 

Dear Sir: The receipt is acknowledged of your letter of August 29, 1950, 
expressing your interest in having Mrs. Tsou Tung Ali-Ling visit her husband, 
Dr. Szu-Tai Tsou, who is now employed in your hospital at a salary of $304 per 
month while receiving full maintenance. 

I have reviewed Mrs. Tsou’s case carefully, but she has failed to provide 
convincing proof of her intention to return to Hong Kong after her visit to the 
United States. 

Section 3 (2) of the Immigration Act of 1924 defines a temporary visitor as 
“an alien visiting the United States temporarily as a tourist or temporarily for 
business of pleasure.’”’ The regulations issued under the same section provide 
that ‘‘the burden of proof rests on an alien to establish nonimmigrant ststus as a 
temporary visitor.” 

It is noticed that your hospital is endeavoring to have a bill introduced in 
Congress to have Dr. Tsou a permanent resident of the United States. Such a bill 
would not alter Mrs. Tsou’s status but would tend to convey the impression that 
her visit to her husband would be of more than a temporary nature. 

Mrs. Tsou is the daughter of a reputedly well-to-do Hong Kong businessman 
who is the manager of the Dah Chung Industrial Co., Ltd. Mrs. Tsou is also a 
qualified registered nurse and has recently been admitted by certification to the 
nurses board for the British Crown Colony of Hong Kong. 

Under the circumstances, it would not appear that Mrs. Tsou and her son are 
experiencing any particular discomfort other than the absence of their husband 
and father. 

Nevertheless, in view of the fact that Mrs. Tsou has not yet established her 
status as a bona fide nonimmigrant under the provisions of our laws and regula- 
tions, | am sorry to have to inform you that it is not possible to reopen her appli- 
cation at this time. 

If any further data are furnished which would warrant a reconsideration of 
Mrs. Tsou’s application, you may be sure that her case will receive every con- 
sideration consistent with existing laws and regulations. 

Very truly vours, 


{OBERT S. Hoarp, 
American Vice Consul. 
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LEHIGH NAVIGATION Coat Co., Ine 
Lansford, Pa., January 26, 1951. 
Hon. Francis E. Wa.LrTeEr, 
House O flice Building, Wash ngton, dD. ¢ 


My Dear CONGRESSMAN: As a member of the board of trustees, Coaldale State 


Hospital, I wish to thank you for your assistance in clarifying the right of 
Dr. Szu-Tai Tsou to remain in the United States 

Dr. Tsou has been performing his duties as resident physician in @ very efficient 
manner and would be very difficult to replace if we were to los m 

Your help in this matter is greatly appreciated by both Dr. Tsou and the 


members of the board of trustees 
Sincerely vours, 





LEHIGHTON MermortAL Post, No. 256 
VETERANS OF FoREIGN Wars OF THE UNITED Stat 
Lel htor Pa Vay 
Hon. Francis E. Water, 
Me mbe r of Congre SS, Washinaton, dD. ( 

Dear Mr. WALTER: Post 256, Veterans of Foreign Wars, Lehighton, Pa., 
respectfully requests that you use your influence and efforts to expedite t 
trance of Mrs. Tsou, wife of Dr. Tsou, now at that Coaldale Hospital, Coaldale 
Pa., into this country, that she and her child may rejoin her husband 

Dr. Tsou has been well and favorably known to many of t] 
post, including many who have been patients in the Coaldale Hospital, and under 
his personal care. 

Dr. Tsou enjoys a reputation for his ability, friendliness, and loyalty that is 
above the average. 

Whatever you can do to have such a measure approved will be appreciat 
by the members of this post 

Very truly, 
Commander and Ne e Office 

Upon consideration of all the facts in this case, the committee is 

, ae. ~ | 1 Bak, 
of the opinion that H. R. 8052 should be enacted and accordingly 
recommends that the bill do pass. 


c™ 
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AUTHORIZING THE SALE OF LAND ON THE CROW RE&- & 
ERVATION, MONT., ALLOTTED TO WILLIAM BIG DAY = 


nittee of the W hole Ho ise al { ordered 
to be printed 


JUNE 11, 1952.—Committed to the Cor 


Mr. McMut en, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


- 7 


[To accompany H. R. 5917] 

The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 5917) authorizing the Secretary of the Interior 
to issue a patent in fee to William Big Day, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

Strike all after the enacting clause and insert in lieu thereof the 

following: 
The Secretary of the Interior, upon application in writing, is authorized to sell 
under applicable regulations the homestead land contained in allotment numbered 
1997 of William Big Day, described as the northwest quarter of the southeast 
quarter, the northeast quarter of the southwest quarter, and the west half of the 
southwest quarter, section four, township 6 south, range 31 east, principal meridian 
Montana, containing 160 acres. 


Amend the title to read as follows: 


A bill to authorize the sale of land on the Crow Reservation, Montana, allotted 
to William Big Day. 


EXPLANATION OF THE BILL 


The bill as amended authorizes the Secretary of the Interior to 
sell, under applicable regulations, 160 acres of the homestead allot- 
ment of William Big Day, Crow Indian. The land is located on the 
Crow Indian Reservation, Mont. 

Mr. Big Day is 61 years of age and is unable to do physical labor 
or to make beneficial use of his land. He desires to sell the 160-acre 
tract and use the proceeds to repair his home. He will retain over 
775 acres of land and considerable inherited interests which will 
continue to be leased for his livelihood. 











| 


— 





AUTHORIZE SALE OF LAND ON THE CROW RESERVATION, MONT. 


The committee adopted the proposed Department of Interior 
amendment which provides a supervised sale of Mr. Big Day’s land 
in view of their suggestion that a supervised sale would assist Mr. 
Big Day in obtaining the full value for his property. The title of 
the bill was also amended to conform with the supervised sale 
amendment. 

The Committee on Interior and Insular Affairs unanimously reports 
and urges the passage of the bill, as amended. 

The favorable report of the Department of the Interior reads as 
follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Wash ngton, D.C... May 12. 1952 
Hon. Joun- R. Murpocr, 
Chairman, Committee on Interior and Insular Affairs, 
Ho ise of Re presentalives. 

My Dear Mr. Murpock: Reference is made to vour request for a report on 
H. R. 5917, a bill authorizing the Secretary of the Interior to issue a patent in fee 
to William Big Day. 

I reeommend that the bill be e1 acted, if amended as suggested below. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to William Big Day for a portion of his allotment No. 1997, com- 
prising a part of his homestead on the Crow Reservation, Mont. This particular 
acreage represents more than one-half of Mr. Big Davy’s agricultural land, and the 
issuance of a patent in fee is presently precluded by section 13 of the act of June 4, 
1920 (41 Stat. 751), whieh prohibits a Crow Indian allottee from selling more 
than one-half of his agricultural land. 

The applicant is 61 vears of age and is unable to do physical labor or to make 
beneficial use of his land. He desires to sell the 160-acre tract and use the pro- 
ceeds to repair his home. Mr. Big Day will retain over 775 acres of land and 
considerable inherited interests which will continue to be leased for his livelihood. 
Sale of the land described in the bill would not interfere with the economic use of 
other Indian lands in the area. In order for the owner to obtain full value for his 
property, however, I believe that the tract should be sold under supervision 
rather than made the subject of a fee patent to Mr. Big Day. It is therefore 
suggested that the bill be amended as follows: 

1. Change the title of the bill to read ‘To authorize the sale of land on the Crow 
Reservation, Montana, allotted to William Big Day.” 

2. Delete everything after enacting clause and substitute in lieu thereof ‘‘The 
Secretary of the Interior, upon application in writing, is authorized to sell under 
applicable regulations the homestead land contained in allotment numbered 1997 
of William Big Day, described as the northwest quarter of the southeast quarter, 
the northeast quarter of the southwest quarter, and the west half of the southwest 
quarter, section four, township 6 south, range 31 east, principal meridian Mon- 
tana, containing 160 acres.”’ 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to vour committee. 

Sincerely yours, 
DALE kK. Dory, 
Assistant Secretary of the Interior. 


O 
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AUTHORIZING THE ISSUANCE OF A PATENT IN FEE TO 
JOHN B. CUMMINS 


JUNE 11, 1952.—Committed to the Committee of the Whole House and ord 


to be pr nite j 


Mr. McMvutuen, from the Committee on Interior and InsulaecAffairs 


ie 


submitted the following 


REPORT 
[To accompany H. R. 6681] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6681) authorizing the issuance of a patent 
in fee to John B. Cummins, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 


EXPLANATION OF THE BILL 


The bill authorizes and directs the secretary of the Interior to issue 
a patent in fee to John B. Cummins for the remainder of his allotment 
on the Crow Indian Reservation, Mont., comprising 797.21 acres 
The allotment includes all of Mr. Cummins’ homestead land 

Legislation is necessary in this matter due to the fact that the act 
of June 4, 1920 (41 Stat. 751) provides that a Crow Indian allottee 
shall not sell more than one-half of his homestead, or 320 acres thereof 

Apparently Mr. Cummins is well qualified to conduct his affairs 
without governmental supervision. Therefore, the Committee on 
Interior and Insular Affairs unanimously reports and urges the 
passage of the bill. 

The favorable report of the Department of the Interior reads as 
follows: 

DEPARTMENT OF rH INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 5 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Re presentatives. 

My Dear Mr. Murpock: Reference is made to your request for a report or 
H. R. 6681, a bill authorizing the issuance of a patent in fee to John B. Cummins. 

I recommend that the bill be enacted. 





2 ISSUE A PATENT IN FEE TO JOHN B. CUMMINS 





The bill would authorize and direct the Secretary of the Interior to issue a patent 
in fee to John B. Cummins for the remainder of his allotment No. 3163 on the 
Crow Reservation, Mont., comprising 797.21 acres, which includes all of his home- 
stead land. The act of June 4, 1920 (41 Stat. 751) provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead, or 320 acres thereof, 
For this reason the enactment of legislation is necessary to authorize the issuance 
of a patent in fee to the allottee for all the land described in the bill. 
» It appears that Mr. Cummins is well qualified to conduct his affairs without 
governmental supervision or protection. He has considerable livestock operations 
and desires to sell this land, which is so located that it cannot be used by the Cum- 
mins family, and to use the proceeds to acquire other lands near their present base 
of operations. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to your committee. 
Sincerely yours, 

Ropwert R. Rose, Jr 
Assistant Secretary of the Interior. 


O 
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AUTHORIZING THE ISSUANCE OF A PATENT IN FEE TO 
FRANKLIN YARLOTT 


JuNE 11, 1952.—Committed to the Committee of the” Whole’ House antT order 


to be printed 


Mr. McMvutten. from the Committee on Interior and Insftlar Affairs 


submitted the following 


REPORT 
[To accompany H. R. 7009 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H R. 7009 authorizing the issuance of a patent in fee 
to Franklin Yarlott, having considered the Same, report favorably 


thereon without amendment and recommend that the bill do pass. 
EXPLANATION OF THE BILI 


The bill authorizes and directs the Secretary of the Interior to issue 
a patent in fee to Franklin Yarlott fora portion of his allotment on the 
Crow Indian Reservation, Mont., comprising 480 acres, which includes 
more than one-half of his agricultural land 

Legislation is necessary in this matter due to the fact that the act of 
June 4, 1920 (41 Stat. 751), provides that a Crow Indian allottee shall 
not sell more than one-half of his agricultural land 

It appears that Mr. Yarlott is well qualified to conduct his own 
affairs without governmental supery ision, and that the alienation of his 
land will not adversely affect the land-use program of the Crow Indians, 
Therefore, the Committee on Interior and Insular Affairs unanimously 
reports and recommends the enactment of this bill into law. 

The favorable report of the Department of the Interior reads as 


follows: 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 5, 1962. 
Hon. Joun R. Murpocr, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

My Dear Mr. Murpock: Reference is made to your request for a report on 
H. R. 7009, a bill authorizing the issuance of a patent in fee to Franklin Yarlott. 

I recommend that the bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to Franklin Yarlott for a portion of his allotment No. 3656 on the 
Crow Reservation, Mont., comprising 480 acres, which includes more than one- 
half of his agricultural land. Section 13 of the act of June 4, 1920 (41 Stat. 751), 
provides that a Crow Indian allottee shall not sell more than one-half of his 
agricultural land. For this reason the enactment of legislation is necessary 
before a patent in fee may be issued to the allottee for all the land described in 
the bill. 

It appears that Mr. Yarlott is well qualified to conduct his affairs without 
governmental supervision or protection, and that the alienation of the land will 
not interfere with the administration of the land-use program of the Crow Indians. 
The land is not in an area where Indians live or operate any livestock or farming 
enterprises. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Rosert R. Rose, Jr., 
Assistant Secretary of the Interior. 


Oo 
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ISSUE A PATENT IN FEE TO VIOLA DELANEY = 





JUNE 11, 1952.—Committed to the Committee of the Whole Hous« ant ordered 
to be printed : 
} 


oo 


Mr. McMvtuen, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
{To accompany H. R. 7301] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 7301) authorizing the Secretary of the Interior 
to issue a patent in fee to Viola Delaney, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

EXPLANATION OF THE BILL 


The bill authorizes and directs the Secretary of the Interior to issue 
a patent in fee to Viola Delaney for her 87.58-acre homestead allot- 
ment on the Blackfeet Indian Reservation, Mont. 

Legislation is necessary in this matter due to the fact that the act 
of June 30, 1919 (41 Stat. 16), provides that 
of the lands so allotted 80 acres of each allotment shall be designated as a home- 
stead by the allottee and be evidenced by a trust patent and shall remain inalien- 
able and nontaxable until Congress shall otherwise direct. 

Apparently Mrs. Delaney is competent and well qualified to conduct 
her affairs without governmental supervision. The Committee on 
Interior and Insular Affairs therefore unanimously recommends and 
urges the passage of this bill. 

The favorable report of the Department of the Interior reads as 
follows: 








ISSUE A PATENT IN FEE TO VIOLA DELANEY 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 21, 1952. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Represe ntatives. 

My Dear Mr. Murpock: Reference is made to your request for a report on 
H. R. 7301, a bill authorizing the Secretary of the Interior to issue a patent in fee 
to Viola Delaney. 

I recommend that this bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to Viola Delaney for her 87.58-acre homestead allotment No. 2090 
on the Blackfeet Indian Reservation, Mont. The enactment of legislation is 
necessary to permit the issuance of such patent in fee because the act of June 30, 
1919 (41 Stat. 16), provides that ‘‘of the lands so allotted 80 acres of each allot- 
ment shall be designated as a homestead by the allottee and be evidenced by a 
trust patent and shall remain inalienable and nontaxable until Congress shall 
otherwise direct.”’ 

It appears that Mrs. Delaney is a competent person well able to conduct her 
business affairs without supervision by the Federal Government. She has not 
resided on the reservation for years and the alienation of this land will not interfere 
with the consolidation of Indian lands for the use of the tribe or its members. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretar y of the Interior. 


O 


a 
a 
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AUTHORIZING THE SECRETARY OF THE INTERIOR: TO 
ISSUE PATENTS IN FEE TO CERTAIN ALLOTTEES& of 
THE CROW INDIAN RESERVATION ; 


JUNE 11, 1952.—Committed to the Committee of the Whole House and Srdertd 


to be printed 


Mr. Mi Mit LLEN, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
(To accompan H. R. 7303 


The Committee on Interior and Insular \ffairs, to whom was 
referred the bill (H. R. 7303) authorizing the Secretary of the Interior 
to issue patents in fee to certain allottees on thi (‘row Indian Reserva- 


tion, having considered the same, report favorably thereon without 


amendment and recommend that the bill do pass 


EXPLANATION OF TH Il 


The bill authorizes the Secretary of the Interior to issue patents in 
fee to the following Crow Indian allottees on the Crow Indian Reser- 
vation, Mont.: Reba Yarlott, for the remainder of her allotment 
comprising $2.59 acres of acquired land, or a total of 962.59 acres; 
to Florence Mary Yarlott, a portion of her allotment comprising 608.80 
acres; and to Charles Edward Yarlott, his entire allotment containing 
1,040 acres. In each case more than one-half of the homestead lands 
are involved. 

Legislation is necessary in this matter due to the fact that the 
act of June 4, 1920 (41 Stat. 751), provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead, or 320 
acres thereof. 

Apparently all of the above-named Crow allottees are fully compe 
tent to handle their own affairs; therefore, the Committee on Interior 
and Insular Affairs unanimously reports and ure 
the bill. 

The favorable report of the Departme nt of the Interior reads as 
follows: 


es the passage of 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 5, 1942. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House oj Represe niatives. 

My Dear Mr. Murpock: Reference is made to vour request for a report on 
H. R. 7303, a bill authorizing the Secretary of the Interior to issue patents in fee 
to certain allottees on the Crow Indian Reservation. 

I recommend that the bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue patents 
in fee to Reba Yarlott for the remainder of her allotment No. 3653 and 42.59 acres 
of acquired land, or a total of 962.59 acres; to Florence Mary Yarlott for a portion 
of her allotment No. 3654, comprising 608.80 acres; and to Charles Edward 
Yarlott for his entire allotment No. 3658, containing 1,040 acres In each case 
more than one-half of the homestead lands are involved. The act of June 4, 1920 
(41 Stat. 751), provides that a Crow Indian allottee shall not sell more than one- 
half of his homestead, or 320 acres thereof. For this reason the enactment of 
legislation is necessary to authorize the allottees to sell all the lands described in 
the bill. 

It appears that all of the above-named Crow allottees are fully competent to 
handle their own affairs, and that the alienation of the land will not interfere with 
the administration of the land-use program of the Crow Indians. 

The Bureau of the Budget has advised that there is no objection to the submis 
sion of this report to your committee 

Sincerely vours, 


{oBERT R. Ross, Jr., 
Assistant Secretary of the Interior. 
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2 CONFER JURISDICTION ON CALIFORNIA 


““(c) Nothing in this section shall deprive any Indian or any Indian tribe, band, 
community, or group of any right, privilege, or immunity afforded under Federal 
law, treaty, or agreement with respect to the ownership or taxation of trust or 
restricted Indian property, or with res»ect to hunting, trapping, or fishing or the 
control, licensing, or regulation thereof.’’ 

Sec. 3. Chapter 53 of title 18, United States Code, is hereby further amended 
by inserting at the end of the chapter analysis preceding section 1151 of such title 
the following new item: 

"1162. Application of Indian liquor laws.”’ 


Sec. 4. Title 18, United States Code, is hereby further amended by inserting 
in chapter 53 thereof immeciately after section 1161 a new section, to be desig- 
nated as section 1162, as follows: 

“$1162. Application of Indian liquor laws. 

“The provisions of sections 1154, 1155, 1156, 3113, 3488, and 3618 of this title, 
and the provisions of seccion 2141 of the Revised Statutes (25 U.S. C., see. 251) 
shall not apply within those areas of Indian country that are subject to the pro- 
visions of section 1161 of this title, nor within those areas of the 
said section 1161 that are not Indian country 

Sec. 5. The courts cf the State «f California shall have jurisdiction, under the 
laws of the State, in civil actions and proceedings between Indians or between one 
or more Indians and any other person or persons to the same extent that the 
courts cf such State have jurisdiction in other civil actions and proceedings: 
Provided, That as long as the title to any real or pers nal pr: perty, including 
water rights, belonging to any Indian or Indian tribe, band, group, or community 


States named in 


is held in trust by the United States or is subject to restrictions against alienation 
under any law, treaty, or agreement cf the United States, nothing in this section 
shall authorize the alienation, encumbrance, or taxation of such property or the 
adjudication or reculation ef its use, or shall confer jurisdiction upon the State 
courts in any civil action, probate, or other proceeding affecting the ownership, 
title, possessivn, or any other interest in such preperty. 

Src. 6. Section 1 cf the Act of October 5, 1949 (63 Stat. 705, ch. 604), is hereby 
repealed, but such repeal shall not affect any proceedings heretofore instituted 
under that section. 


Amend the title so as to read: 
A bill to amend title 18, United States Code, entitled “Crimes and Criminal 
Procedure,’ with respect to State jurisdiction over offenses committed by or 


against Indians in the Indian country, and to confer on the State of California 
civil jurisdiction over Indians in the State. 


EXPLANATION OF THE BILL 


The purposes of H. R. 3624 are (1) to extend the criminal laws of 
the State of California to the Indian country within such State, (2) 
except the State of California from the provisions of the Federal 
Indian liquor law, which, in effect, prohibits the sale of intoxicating 
liquors to Indians, and (3) confer jurisdiction on the courts of the 
State of California to adjudicate civil controversies affecting Indians 
within such State except where trust and restricted property is 
involved. 

At present (except for a few areas specifically provided for by 
statute) State criminal law is not applicable within Indian country, 
which is defined by section 1151, title 18, United States Code, as 
follows: 


The term ‘Indian country,’’ as used in this chapter, means (a) all land within 


the limits of any Indian reservation under the jurisdiction of the United States 


Government, notwitstanding the issvance of anv patent, and, including righ ts- 
of-wav running through the reservation, (b) all dependent Indian communities 
} 


1 


within the borders of the United States whether within the original or subse- 
quently acquired territory thereof, and whether within or without the limits of a 
State, and (c) a'll Indian allotments, the Indian titles to which have not been 
extinguished, including rights-of-way running through the same. 
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Section L153, title 18, United States Code, provides: 


Any Indian who commits against the person or property of another India 
other person any of the following offenses, namely, murder rT \ 
incest, assault with intent to kill, assault with a da eA ‘ y 
robbery, and larcency within the Indian country, i ‘ 
laws and penalties as all other persons committing a1 if 
within the exclusive jurisdiction of the United State 

Anv Indian who commits the offense of rape 
the Indian country, shall be imprisoned at the d 

As used in this section the offenses of burglary a 1 Ly 
punished in accordance with the laws of the State 
committed 

Pursu: th sts ) he State e rts hs »roled that “if 

ursuant to such statutes the State courts have ruled th ‘ 
has no jurisdiction over offenses committed within the exterior 
boundaries of any Indian reservation. It has been held that munici- 
pal court or State law-enforcement officers do not have jurisdiction 
to arrest an Indian for the commission of a crime within ndian 
country, and it therefore follows that there can be no prosecution 


for any such offense in the State courts. 
All arrests on such reservations or within Indian country 


] l 


criminal offenses, must be made by Federal officers, and such offenses 
must likewise be prosecuted in Federal courts. This procedure | 
proved inadequate for proper maintenance of law and order The 
bill as amended will give the State concurrent jurisdictio: t | 
Federal Government over offenses committed by or against Indian 
within the Indian country of the State of California 
Another provision of the bill would repeal certain acts of Cong 

known as the Indian liquor laws with respeet to the Stat if ¢ 
fornia. Present law prohibits the sale or disposal of any intoxicati 
liquor to anv Indian within the United Stat 


The Indians have universally complained that this Federal law 


most discriminatory im nature The Indians f that Irrespectiy 
of the merits or demerits of prohibition, it is unfair to legislate specif 
ically to him as to the matter of liquor. The repeal of the Indian 
liquor law for the Indians of California is considered to be fair inas 
much as the bill as a whol has the purpose OL beginnings the ibsol il 
freedom of the Indians of California from all supervision and control 
of the Federal Government. The Indians feel that it unfair fo 
them to be discriminated against in this respect, and vet at the sam 
time ask them to assume all other responsibilities which have h 

fore been provided by the Federal Government. The comm 
therefore has recommended the repeal of these Indian | quo laws 
this bill for the State of California on the grounds that such laws 
discriminatory to the Indian. The committee, however, desires to 


point out that this action is taken on such basis and not on the | 
of the merits or demerits of the prohibition issue 

The last-mentioned provision of the bill related to civil jurisdictior 
is designed to give the courts of the State of California jurisdictios 


over civil controversies involving Indians except that the bill makes 
special provision during the process of removing the trust status of 
anv Indian-owned lands. 

In general this bill is the beginning of the ending of the operatio: 
of the Bureau of Indian Affairs in the State of California. This is the 
first in a series of steps for the complete liberation of the Indians of 
California from their so-called status as wards of the Federal Govern- 
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ment. It seems apparent that this legislation has the hearty endorse- 
ment of all the Indians within the State of California. The committee 
unanimously recommends its favorable consideration and passage 
as amended. 

The favorable report of the Department of the Interior .reads as 
follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25. dD. el February 2 , 1958. 
Hon. Joun R. Mvurpockx, 
Chairman, Committee on Interior and Insular Affairs, 


House of Representatives, Washington 25, D. C. 
My Dear Mr. Murpock: This refers to your request for a report on H. R. 3624, 


. 
a bill to confer jurisdiction on the State of California with respect to offenses 
committed on Indian reservations within such State 

I recommend that H. R. 3624 be enacted if its title and text are amended to 
conform to the enclosed draft. 

This draft would extend the criminal laws of the State of California to all the 
Indian country within that State. Concurrently, it would withdraw the entire 
State from the operation of the Federal Indian liquor law Finally, it would 
permit the courts of the State of California to adjudicate civil controversies of 
any nature affecting Indians within the State, except where trust or restricted 
property is involved. 

Approximately 24,000 Indians live in the State of California. They are divided 
into many different groups, widely dispersed throughout the State. Their lands 
include a large number of small rancherias and allotments, which are also widely 
scattered. The State lacks jurisdiction to prosecute Indians for most offenses 
committed by Indians against Indians on Indian reservations or other Indian 
country as defined in title 18, United States Code, section 1151, except in the 


case of the Agua Caliente Indian Reservation State civil and criminal jurisdiction 
over this one reservation was conferred by. the act of October 5, 1949 (63 Stat. 
705). Except for the Agua Caliente Reservation, the United States district court 


is the only tribunal that has jurisdiction over offenses committed on Indian 
reservations by or against Indians, and in cases of offenses committed by Indians 
against Indians that jurisdiction is limited to the so-called 10 maior crimes as 
listed in section 1153 of title 18 of the United States Code. The enforcement of 
law and order among Indians in the Indian country has been left largely to the 
Indian groups themselves, and they are not adequately organized to perform that 
function. The Indians of the Hoopa Valley Reservation and the Yuma Reserva- 
tion have a form of tribal law enforcement, but none of the other reservations in 
the State have any means of preserving law and order. Consequently, there is a 
serious hiatus in law enforcement authority that can best be remedied by confer- 
ring civil and criminal jurisdiction on the State 

At the direction of the Commissioner of Indian Affairs the area director of the 
Sacramento, Calif., area office consulted with the various Indian groups on a 
legislative proposal similar to H. R. 3624. No opposition to the enactment of 
the proposed legislation was voiced by any of the Indian groups. The Hoopa 
Vallev Indians, comprising the largest single group within the State, have adopted 
resolutions favoring the proposal to confer civil and criminal jurisdiction on the 
State. Representatives of other groups have also indicated their approval. 

Proposed legislation similar to H. R. 3624 has been discussed with the Governor 
of California and he has indicated his approval of the objective of the proposal. 

The enclosed draft of substitute language would recast the criminal jurisdiction 
provisions of the bill in a form that would fit them into the framework of the 
Federal criminal laws, as recently revised and reenacted in title 18 of the United 
States Code, and that would facilitate the enactment of similar legislation for 
other States, where appropriate. In addition, the jurisdiction of the Federal 
courts over offenses punishable under Federal law would be preserved, and Indian 
rights, privileges, and immunities with respect to property ownership and taxation 
and with respect to hunting and fishing would be safeguarded. 

A further important feature of the substitute language is the exclusion of the 
entire State of California from the operation of the Federal Indian liquor law. 
One of the foremost objectives of the proposed legislation is to place the Indian 
citizens of the State, where they so desire, on an equal footing with the non- 
Indian citizens by making them both subject to the same laws. That objective 
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would be partially defeated if the Federal Indian liquor law, which discriminates 
against Indians, remains applicable to these Indians and their reservati 
is no doubt but that these Indians are as prepared to be subjected to State laws 
regarding intoxicants as they are to be subjected to other laws of the Sta 


The provisions relating to civil jurisdiction are designed to give the courts of 
the State of California jurisdiction over civil controversies involving Indians to 
the fullest extent consistent with the discharge of Federal responsil { ior the 
protection of trust or restricted property. rhe State courts could not take any 
action that would affect the status of this property in any way or deprive the 
Indians of any of the benefits therefrom. However, once the trust or res tion 
was terminated by the United States, the Jurisdiction of the State courts would 
automatically attach. The civil jurisdiction provisions are so drafted as to per- 


mit the State courts to give effect to relevant Indian customs or tribal ordinances 
where these are of such a nature that they would be entitled to recognition under 
applicable Federal or State laws. 


The substitute draft would repeal section 1 of the act of October 5, 1949 (63 
Stat. 705), which confers on the State of California civil and criminal jurisd on 
over the land and residents of the Agua Caliente Indian Reservatior Phe enact- 
ment ot H. R. 3624, applicable to the entire state, hould be accomnpal ed bv the 
repeal of section 1 of this act in order to make the same ur fictional statute 
applicable to all Indian country within the State 

The Bureau of the Budget advises that there is no objection to the submissior 


of this report to vour committee. 
Sincerely vours, 


PrRoposEp AMENDMENTS TO H. R. 3624 


Strike out all after the enacting clause and insert in lieu thereof the follor 








“That chapter 53 of title 18, United State. Code, is hereby amended | g 
at the end of the chapter analysis preceding section 1151 of such title the following 
new item 

“1161. State jurisdictior ‘ fens mmitted | 

“Sec. 2. Title 18, United States Code, is bereby amended by inserting in 
chapter 53 thereof immediately after section 1160 a new section, to be designated 
as section 1161, as follows: 

‘$1161. State jurisdiction over offenses committed by or against Indians in the 

Indian country. 

a) Each of the States listed in the following table shall have jurisdiction 
over offenses committed by or against Indians in the areas Indian country 
listed opposite the name of the State to the same extent tha ch State 
jurisdiction over offenses committed elsewhere within the State, and 
laws of such State shall have the same foree and effect within such India ountry 
as the \ have elsewhere within the State 

State | I ( 
California All Indian country within the State 

b) Nothing in this section shall deprive the courts of the United States of 
jurisdiction over offenses detiz ed by the laws of the ty it d states committed by 
or against Indians within the areas of Indian countr isted in this section 

c) Nothing in this section shall d ea Indian or at India eC, 
band, community, or group of any right vilege. o1 in afforded ler 
Federal law, treaty, or agreement with respec the ownership or taxa if 
trust or restricted Indian property, or with respect to hunting, trapping, or 
fishing or the control, licensing, or regulation thereof.’ 

“Sec. 3. Chapter 53 of title 18, United States Code, is hereby further amended 
by inserting at the end of the chapter analysis preceding section 1151 « h 
title the following new item: 

“ ‘1162. Application of Indian liquor laws.’ 

“Sec. 4. Title 18, United States Code, is hereby further amended by ert- 

ing in chapter 53 thereof immediately after section 1161 a new sectio be 


designated as section 1162, as follows: 


6 CONFER JURISDICTION ON CALIFORNIA 


**$ 1162. Application of Indian liquor laws. 

“*The provisions of sections 1154, 1155, 1156, 3113, 3488, and 3618 of this title, 
and the provisions of section 2141 of the Revised Statutes (25 U. 8. C., see. 251) 
shall not applv within those areas of Indian country that are subject to the pro- 
visions of section 1161 of this title, nor within those areas of the States named in 
said section 1161 that are not Indian country.’ 

“Src. 5. ‘The courts of the State of California shall have jurisdiction, under 
the laws of the State, in civil actions and proceedings between Indians or between 
one or more Indians and any other person or persons to the same extent that the 
courts of such State have jurisdiction in other civil actions and proceedings: 
Provided, Vhat as long as the title to any real or personal property, including 
water rights, belonging to any Indian or Indian tribe, band, group, or community 
is held in trust by the United States or is subject to restrictions against alienation 
under any law, treatv, or agreement of the United States, nothing in this sectior 
shall authorize the alienation, encumbrance, or taxation of such property or the 
adjudication or regulation of its use, or shall confer jurisdiction upon the State 
courts in any civil action, probate, or other proceeding affecting the ownership, 
title, possession, or any other interest in such property. 

“Sec. 6. Section 1 of the Act of October 5, 1949 (63 Stat. 705, ch. 604), is 
hereby repealed, but such repeal shall not affect any proceedings heretofore 
instituted under that section.” 

Amend the title so as to read: “A bill to amend title 18, United States Code, 
entitled ‘Crimes and Criminal Procedure,’ with respect to State jurisdiction over 
offenses committed by or against Indians in the Indian country, and to confer on 
the State of California civil jurisdiction over Indians in the State.” 


CHANGES IN EXISTING LAW 


The bill as introduced does not specifically amend or repeal existing 
law, and does not, therefore, fall within the requirements of paragraph 
2a of rule XIII of the Rules of the House of Representatives. For the 
information of the House the bill as reported by the Committee on 
Interior and Insular Affairs changes existing law and such changes are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


UNITED STATES CODE 
TirTLe 18,—CrRIMES AND CRIMINAL PROCEDURE 
* * * * * * * 


CHAPTER 53 INDIANS 





Se 
1151. Indian country defined 
1152. 1 governing 
1153. Offenses committed within Indian country. 
1154. Intoxicants disyensed in Indian country. — 
1155. Intoxicants dis" ensed on school site ; 
1156. Intoxicants } essed unlawfully 
1157. Livestock sold or removed : 
ll Covntert g Indian Arts and Crafts Board trade-mark 
ll Misre n in sale of products 
1160. Pro erty damaged in committing offense. 
1161. State jurisdiction over offenses committed by or against Indians in the Indian countr 
1162. Application of Indian liquor laws 
* * Be * * x * 


Sec. 1160. Property damaged in committing offense 

Whenever a white person, * * * 

Sec. 1161. State jurisdiction over offenses committed by or against Indians in 
the Indian country. - 

a) Eacel of the States listed in the following table shall have turisdiction over 
offenses committed by or against Indians tn the areas of Indian country listed opposite 
the name of the State to the same extent that such State has ju isdiction over offe nses 
committed elsewhere within the State, and the criminal laws of such State shall have 
the same force and effect within such Indian country as they have elsewhere within 
the State > 





CONFER JURISDICTION ON CALIFORNIA d 











State of ( 
California i A | ’ / f S 
(b) Noil ng in this section shall deprive the co fe oft th TInate \ 
1720n over offe nses defined by the lau yf he Tl% 1 State j 
Indians within the areas of Indian country f } or 
(c) Nothing in this se tion shall de prive ly “0 
COMMUNITY, O} group of ar J, right, p eg 
treaty, o7 agreement Pe hi esi f to the owne Dp 
Indiar prope ty, Oo biti respect to hunting, t pping hing ; en ng 
or regulation the 
SEC. 1162. App ition of Indiar que 
The Provisions f sections 1154, 1155, 115¢ / s 
and the prov ons of section 2141 of the Re 1 Sta » | re 
not apply f n those wea oO} Ind n country / é hv j } 
section IT1I61 of this ft tle. no fhin those ea oO he sS 
1161 that are not Indian country 
THe Act or Ocroper 5, 1949 (63 S 705. ( a0 
AN ACT, 7 ‘ | , : ( 
il it 
Be it enacted by the Senate and House of Re tative f the l dS f 
America in ¢ ss assembled, [That on and after Ja { | 150 1s 
located on the Agua Caliente Indian Reservation in the State of California, and 
the Indian residents thereof, shall be subject to the laws vil and erimina f 
the State of California, nothing contained in tl eC 3] onst 1 
to authorize the alien: ent ibranece, or taxa of the la ey i 
tion, or rights of inheri e thereof whether triballv or individua \ 1 ) 
long as the title to such is is held in trust | ed S 2 } 5 h 
alienation, encumbrance, or taxation is specifically authorized by the ¢ gress. J 
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REMOVING THE LIMITATION ON THE NUMERICAL 
STRENGTH OF THE WHITE HOUSE POLICE FORCE 


JUNE 12, 1952 Committed to the Committee of the Whele Houseor 


State of the Union and ordered to be printed J 


Mr. Davis of Georgia, from the Committee on the District of @olufm- 
bia, submitted the following 


REPORT 


[To accompany 8. 1283 

The Committee on the District of Columbia, to whom was referred 
the bill (S. 1283) to remove the limitation on the numerical strength 
of the White House Police force, having considered the same, report 
favorably thereon without amendment and recommend that the bill, 
S. 1283, do pass. 

The purpose of this bill is to remove the present statutory limitation 
of 133 on the strength of the White House Police forces Present 
appropriations have raised the authorized strength to 170, which is 
the number considered necessary for the security of the President and 
of the White House grounds. 

Until the act is amended, present appropriations bills are subject to 
a point of order. The House Appropriations Committee has recom- 
mended this change in order to accommodate existing law to actual 
practice. 

The limitation on the size of the White House Police force will, of 
course, continue to be imposed by annual appropriations acts. 

This legislation has the approval of the Board of Commissioners of 
the District of Columbia. 


CHANGES IN ExistTING LAw 


In compliance with paragraph 2a of rule XILL of the Rules of the 
House of Representatives, changes on existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman 








a REMOVE LIMITATION ON STRENGTH OF WHITE HOUSE POLICE 


Tite 3, 203 U. S. Cops 


(a) The White House Police force shall consist of such number of officers, with 
grades corresponding to similar officers of the Metropolitan Police force, and of 
such number of privates, with grade corresponding to that of private of the 
highest grade in the Metropolitan Police force, as may be necessary, but not 
exceeding [one hundred and thirty-three] one hundred and seventy in number. 
Members of the White House Police shall be appointed from the members of the 
Metropolitan Police force and the United States Park Police force from lists 
furnished by the officers in charge of such forces. Vacancies shall be filled in 
the same manner. 

(b) Any vacancy in the Metropclitan Police force or in the United States 
Park Police force caused by appointments to the White House Police force shall 
be filled in the manner provided by law. 


“™ 
— 
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REDUCING FROM 20 TO 15 YEARS THE PERIOD OF SERVICE RE- 
QUIRED FOR PERMISSIVE RETIREMENT OF JUDGES OF THI 
MUNICIPAL COURT, THE MUNICIPAL COURT OF APPEALS, AND 
THE JUVENILE COURT, IN THE DISTRICT OF COLUMBIA 


JUNE 12, 1952. Committed to the Committee of the Whole House o1 th Stat 
Toa? ~ tO 
of the Union and ordered to be printed ~ oS 


Mr. Harris, from the Committee on the District of ( olumbysi, = 


lif 
| 


submitted the following > 


} 


REPORT 
[To accompany H. R. 7380] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 7380) to reduce from 20 to 15 vears the period of 
service required for permissive retirement of judges of the Munic ipal 
Court, the Municipal Court of Appeals, and the Juvenile Court, in 
the District of Columbia, having considered the same, report favor- 
ably thereon with an amendment and recommend that the bill H. R. 
7380 as amended do pass. 

The amendment is as follows: 

Strike out lines 10 and 11 and insert in lieu thereof the following: 
by striking out ‘‘twentyv vears or more, whether continuously or not’’ and in- 
serting in lieu thereof ‘fifteen vears or more, whether continuously or not, if he is 
not less than sixty-two vears of age”’ 

The purpose of this legislation is to reduce from 20 to 15 years the 
pe riod of service re quire id for the retirement of judges of the Municipal 
Court, the Municipal Court of Appeals, and the Juvenile Court, of the 
District of Columbia. 

Under existing law, the judges of any of the above-named courts 
must serve 20 years before they are eligible for retirement. ‘The 
judges of these three courts do not have the same protection as 
Federal judges, nor are they considered as Federal judges for retire- 
ment purposes or any other purpose. 

The only persons that could be affected by this bill are the judges of 
the Municipal Court, the Municipal Court of Appeals, and the Juve- 
nile Court, of the District of Columbia. 














2 REDUCE SERVICE REQUIRED FOR RETIREMENT OF CERTAIN JUDGES 


The purpose in the amendment adopted by the committee is to 
prevent the possibility of any judge of any of the hereinbefore-named 
courts retiring after 15 years of continuous service before such judge 
had attained the age of 62 years. 

This legislation has the approval of this group as well as the Board 
of Commissioners of the District of Columbia. This legislation would 
involve no cost to the Federal Government or the District government. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of Rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets; new matter is printed in italics; 
existing law in which no change is proposed is shown in roman): 

District of Columbia Code 11-777: 


Retirement of judges—Length of service—Salary—Definitions—Recall to 
service. 

(a) Any judge of the Municipal Court for the District of Columbia, any judge 
of the Municipal Court of Appeals for the District of Columbia, as established 
by subchapter II and this subchapter, or any judge of the Juvenile Court of the 
District of Columbia, may hereafter retire after having served as a j..dge of such 
court for a period or periods aggregating [twenty years] fifteen years or more, 
whether continuously or not. Any judge who so retires shall receive annually 
in equal monthly installments, during the remainder of his life, a sum equal to 
such proportion of the salary received by such judge at the date of such retire- 
ment as the total of his aggregate years of service bears to the period of thirty 
years, the same to be paid in the same manner as the salary of such judge. In 
no event shall the sum received by any such judge hereunder be in excess of the 
salary of such judge at the date of such retirement. In computing the years 
of service under this section, service in either the Police Court of the District of 
Columbia or the Municipal Court of the District of Columbia, or the Juvenile 
Court of the District of Columbia, as heretofore constituted, shall be included 
whether or not such service be continuous. The terms “‘retire’’ and “retirement” 
as used in this section shall mean and include retirement, resignation, or failure 
of reappointment upon the expiration of the term of office of an incumbent. 

(b) Any judge receiving retirement salary under the provisions of this section 
may be called upon by the chief judge of the Municipal Court for the District 
of Columbia or the chief judge of the Municipal Court of Appeals for the District 
of Columbia to perform such judicial duties as may be requested of him in either 
of said courts, or in the Juvenile Court of the District of Columbia, but in any 
event no such retired judge shall be required to render such service for more 
than ninety days in any calendar year after such retirement. In case of illness 
or disability precluding the rendering of such service such retired judge shall be 
fully relieved of any such duty during such illness or disability. 


O 
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AMENDING THE ACT OF JUNE 6, 1924, AS AMENDED, 
RELATING TO THE NATIONAL CAPITAL PARK AND 
PLANNING COMMISSION 


JUNE 12. 1952 Committed to the Committee of the W hole Ho ise on the State 
of the Union and ordered to be printed 


Mr. Situ of Virginia, from the Committee on the District of & 
Columbia, submitted the following 


REPORT 
[To accompany H. R. 7502 


The Committee on the District of Columbia, to whom was referred 
the bill CH. R. 7502) to amend the act of June 6, 1924, as amended 
relating to the National Capital Park and Planning Commission, and 
for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 

The amendments are as follows: 

On page 3, beginning with line 22, after the word ‘‘counties’’, and 
continuing through line 25 and on page 4 line 1, preceding the semi 
colon, strike out the following: 

, and such other counties or portions of counties in Maryland and Virg a located 
immediately adjacent to the herein defined region as may hereafter be added 1 
such region in accordance with the terms of section 3 (b) of this A¢ 

On page 11, line 13, strike the word ‘recognize’ and insert ‘give 
consideration to’’. 

On page 21, line 6, strike out “606” and insert 603”. 

On page 26, beginning with line 22, after the word “complete” and 
continuing through line 25 and on page 27, lines | through 12, before 
period strike the following: 


; except that in the discretion of the National Capital Planning Commission, upon 
agreement duly entered into with such park authority (and other public bodies) of 
the State of Virginia to reimburse the United States as hereinafter provided, the 
Commission may advance the full amount of funds necessary for the acquisiti 
of the lands acquired for such unit. Such agreement shall provide for reimburse 
ment to the United States to the extent of two-thir f the cost of such lands 
without interest within not more than eight vears after e date 


* 


—~ 
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expenditure, and shall be a legally binding obligation of such park aut 


thority (and 
other public bodies) of the State of Virginia. The appropriation of the amount 
necessary for such advance, in addition to the contribution by the United States, 


is hereby authorized from any money in the Treasury not otherwise appropriated. 

The most two important features of this bill are (1) the reorganiza- 
tion of this Commission, and (2) the creation of the National Capit: : 
Regional Planning Council. The proposed Council is unique for 
will be the first official body for the coordination of planning acti ‘ties Ss 
throughout the metropolitan region comprising the District of Colum- 
bia and _ surrounding jurisdictions in nearby Maryland and Vir- 
ginia. ecause of continuing growth of metropolitan Washington 
and partic ularly the more rapid rate of growth of suburban territory, 
wen is a widespread opinion that a body such as the proposed National 

Capital Regional Planning Council is now essential to the orderly 
planning and development of the District and neighboring juris- 
dictions. 

The bill proposes to change the name of the existing National Capital 
Park and Planning Commission to the National Capital Planning 
Commission. This change should eliminate confusion which now 
exists because the Commission is often erroneously identified as being 
connected with the National Park Service or as one of its subdivisions, 
the Office of National Capital Parks. Further, the use of the word 
‘Park’ in the present name of the Commission is misleading as to the 
Commission’s duties. Its authority to acquire land for park and 
playground purposes is only one of the Commission’s var lous functions. 
Its planning functions are now more important. The Commission 
has no connection with the operation and maintenance of parks. 

The present Commission is composed of four ex officio members, 
two Members of Congress, and four citizen members appointed by 
the President. The bill provides that the Commission be composed 
of five ex officio members, two Members of Congress, and five citizens 
appointed by the President. Three of the ex officio members and the 
two Members of ¢ ‘ongress provided for in the bill are the same officials 
as those in the existing act. The two new ex officio members will be 
the Commissioner of Public Roads and the Commissioner of Public 
Buildings. The Chief of the Forest Service, who is a member under 
the 1924 act, will be eliminated by the bill. As to the citizen mem- 
bers, under the act the President may appoint any four citizens “well 
qualified and experienced in city planning” and only one of them must 
be a bona fide resident of the District. The bill provides that the 
President shall appoint all five citizen members, who must be ‘‘well 
qualified and experienced in city or regional planning” but specifies 
that two of such members shall be bona fide residents of the District 
or the environs, one of whom the President is to appoint from among 
three nominees of the Board of Commissioners of the District of 
Columbia. 

As to employees, the act authorized the Commission “to employ the 
necessary personal services, including the personal services of a 
Director of Planning,” and other experts to be paid at rates not in 
excess of those paid for similar services elsewhere. The bill provides 
for substantially the same type of staff except it specifically authorizes 
the appointment of a “ Director’ in lieu of a “ Director of Planning.”’ 
The bill also authorizes the creation of a staff position of Executive 
Officer. 
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The bill provides that the Commission may establish advi 
coordinating committees for the purpose oO] fleeting tl 
cooperation among various agencies of the Federal and District 
Governments. Such committees nfay include, by invitation from 
time to time, representatives of planning bodies of the eviron The 
act. does not contain provision for any such coordinating gr 
Nevertheless, the need for them has been realized 
known as the Coordimating Committee has been in existet 


ii 
Or 


25 vears, holding meetings at least biweekls Che bill will give 


and one cComimictee 


official status to such advisory and coordinating groups 

Both the act and the bill in substance authorize the Commission to 
prepare, develop, and maintain or amend a comprehensive plan f 
the development of the National Capital and its environs. The bill 
specifically provides oo recommendations relat - 
hensive plan be made by the Commission te al 
agencies. The bill denominates and authorizes the Commission to be 
the eentre al planning agency for Federal and District Go 
within the National Capital region (the District and its environs) and 
to be the official he eon itive of the aforesaid gvovernments for 
collaboration with th ‘ Re ‘ional Planning Council. Both the 
the bill authorize the ( ‘ommission to include in the comprehensive 
plan, and to make recommendations on, subjects such as. traffie, 
transportation, plats of subdivision, highways, bridges, parks, park- 
Ways, recreational areas, public buildings, land use, ZOnMeY and 
waterway and water-front development. The bill includes additional 


Ss ade fleil 


Ing to the comprt 


. } 
»’> Various deve lopme nt 


vernments 


act and 


subjects, such as viaducts, subways, major thoroughfares, me 
and memorials, public reservations, or property such 


rilirynent 
muments 


as airport 
parking areas, stitutions, Open spaces, publy utilities and surveys 


for transportation, redevelopment of obsolescent, blighted or slum 
areas, and specifically adds the all-important subject of density o1 
distribution of population. The foregoing subjects which the bill will 


Lhe 1 
add are customary in planning legislation elsewhere and are now 
impliedly authorized by the present Commission’s authority in 
connection with questions of planning generally. However, it is 


deemed advisable to specifically add the items contain: 
which are not expressly set forth in the act 

The equally important feature of the bill to that 
Commission is the establishment of the National 
Planning Council, hereinafter referred to as the “C | 

It is stated in section 1 of the existing act, as part ol the general 
purposes of the act, that its meee is to develop a comprehensiy 
and coordinated plan “for the National Ca nital and its environs” and 


d 1 Line bill 





“provide for the comprehensive * * development of park, 
parkway and playground systems of the National Capital and its 
environs.” [E mpht isis supplied.] Section 1 makes it the duty of the 
Commission to develop a comprehensive plan “for the National Capi- 
tal and its environs, which plan shall include,”’ inter alia, ‘“‘proper 
elements of citv and regional planning.”’ [Emphasis supplied.] Not- 
withstanding the foregoing, the existing act does not contain any 
provision for a regional body or any other specific means for the co- 
ordination of the several jurisdictions involved either for developing 
plans or carrving them out for the environs. It merely provides that 
the Commission may “act in conjunction and cooperation with such 
representatives” of the adjacent States ‘fas may be designated by 


A 
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such States for this purpose.’’ Thus, it is evident that a body such as 
the proposed Council is necessary to comply with duties imposed upon 
the Commission in the existing act. 

The National Capital region is defined in the bill as the District of 
Columbia; Montgomery and Prince Georges Counties in Maryland; 
Arlington, Fairfax, Loudoun, and Prince W ‘illiam Counties in Vi irginia; 
and all cities now or hereafter existing in Maryland or Virginia within 
the geographic area bounded by the outer boundaries of the combined 
area of said counties and such other counties or portions thereof as 
may be later added to the region. Additions to the region may be 
made upon request by the governing body of an area not included 
by the definition if approved by both the Commission and the Council, 
but such additions shall not increase the number of members of the 
Council. 

The Council, as created by the bill, shall consist of 10 members, 
two of whom shall be the Chairman of the Commission and the Engi- 
neer Commissioner of the District of Columbia. Out of the other 
eight members, four shall be appointed from Marvland and four from 
Virginia. Each of the members from Maryland and Virginia shall 
have an alternate. These members and alternates of the Council shall 
be appointed by the Commission after the respective planning com- 
missions or governing bodies, as the case may be, of each jurisdiction 
select the respective members and alternates and make nominations 
to the Commission. The members of the Council shall not receive 
compensation for their services on the Council. The bill provides 
for selection of members and delegates by different types of bodies 
because the different jurisdictions involved have different systems of 
government. 

Such technical, clerical, and other personal service assistance as 
is necessary for the performance of the functions of the Council are to 
be made available by the Commission. However, the Council may 
accept such personal services and facilities as may be made available 
to it by State and local governmental authorities in the areas included 
within the region. 

The Council is authorized to adopt, and from time to time amend or 
extend, a general plan for the development of the region, each part of 
which may be planned in more detail by the pertinent local planning 
agencies, respectively. The regional plan shall include, with respect 
to the region, many of the subjects authorized in the comprehensive 
plan of the Commission but the Council must take into consideration 
the pertinent features of any plan duly adopted by the Commission 
or any planning agency for incorporation in the regional plan. The 
Council shall consider and attempt to accommodate the land-use 
requirements of the Federal and District Governments in the environs. 
The Council shall be authorized to propose changes, additions, or 
substitutions for consideration by any of the planning agencies of the 
region. The Council may periodically provide opportunity, such as 
by public hearings, for review and comments by various groups and 
the general public. An annual report shall be made by the Council 
on the progress of its work to the represented agencies. 

Actions of the Council in recommending, adopting, or approving 
any proposal shall be by majority vote of the entire Council. However, 
no action directly affecting a single jurisdiction may be approved 
except by the affirmative vote of the member representing that juris- 
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diction and, when an action involves more than one jurisdiction, the 
negative votes of a minority of the Council shall be made a matter of 
record. 

One of the Commission’s presently implied duties, plans for high- 
ways and thoroughfares, has been expressly and more completely 
provided for in the bill. The bill authorizes the Commission to pre- 
pare and adopt, as an element of the comprehensive plan, both a 
major thoroughfare plan and a transportation plan. These plans are 
to be developed in conjunction with the District government together 
with the advice of the Council, the planning agencies affected and 
certain Federal agencies such as the Bureau of Public Roads and the 
pertinent State highway agencies. 

The present functions of the Commission pertaining to zoning are 
more completely stated in the bill than in the act, and the bill provides 
for a more efficient and practical method of performing such functions. 
The Commission is authorized to create a Zoning Committee consisting 
of not less than three of its members to perform these functions subject 
to certain safeguards. 

A new feature of the bill, which is regarded by both the Commis- 
sion and the suburban planning agencies as of considerable importance, 
provides for consultation by Federal and District developmental agen- 
cles with the Commission and the Commission in turn with the Council 
and the local planning agencies in connection with the acquisition of 
land or a major change in the use of land in the environs. This will 
permit the desired coordination of Federal and District developments 
in accordance with the regional plan as well as adjustments in local 
plans based upon these decisions at Federal and District levels. The 
bill also specifically provides for the general procedure for consultation 
with the Commission within the District of Columbia and appropriate 
exceptions from such consultation. 

Section 3 of the bill is to amend the act of May 29, 1930 (46 Stat. 
482) (not appearing in either the United States or District Codes), as 
amended,? known as the Capper-( ramton Act. That act provided 
for the extension of certain stream valley parks and parkways from 
the District of Columbia into nearby Maryland as might be agreed 
upon between the Commission and the Maryland-National Capital 
Park and Planning Commission. It did not carry any provision for 
the extension of similar stream valley park and parkway systems of 
the National Capital in Virginia. The purpose, therefore, of section 3 
of the bill is merely to provide the same aid for nearby Virginia parks 
and parkways as have been provided in adjacent and nearby Maryland 
since 1930 under the Capper-Cramton Act. 

In purpose and in substance, this bill is very similar to S. 1931, 
introduced in the Eighty-first Congress and which passed the Senate. 
That bill was never reported out of the House committee because it 
met meritorious objections by representatives of the Maryland and 
Virginia planning and governing bodies. Except for those objections, 
it was the general concensus of opinion expressed to the House com- 
mittee that a bill such as S. 1931 with certain changes should be 
enacted into law. 

After a series of conferences between representatives of the Com- 
mission and those of the various Maryland and Virginia bodies con- 
cerned, the present bill was drafted and now meets the approval of 


—— 


1 Amended by the act of August 8, 1946 (60 Stat. 960 
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all groups involved. Objections were raised during the consideration 
of S. 1931 to two major features of that bill. The other objections 
were directed to items of mere form. 

One of the objections to the enactment of 5S. 1931 was to a provision 
which would have given the Commission the authority to extend 
its plans and studies over an area within a distance of 50 miles from 
the District of Columbia if it should become necessary to locate any 
Federal development at any place within such 50-mile radius. That 
provision has been eliminated from the bill and there is no provision 
in it which would give the Commission any function beyond the 
National Capital region as defined in the bill. 

The second principal objection made to S. 1931 was that section 
| (c) (3) provided for the appointment of three citizen members, one 
a member of the Maryland-National Capital Park and Planning 
(ommission, one a member of the Northern Virginia Regional Plan- 
ning Commission, and one a bona fide resident of the District of 
Columbia, to be nominated by the Governors of Maryland and Vir- 
vinia and the Commissioners of the District, respectively, It was 
claimed by various representatives of the planning and governing 
agencies in the environs that their respective local jurisdictions would 
not have adequate representation on the Commission under that 
provision. The composition of the Commission in the present bill 
as set forth in propose «d section 2 (p. 5 of the bill) and the composition 
of the National Capital Regional Planning Council as is contained in 
penne section 3 (pp. 8-10 of the bill) meets with the approval of 

the proper representatives of the local planning and governing bodies 
of all areas which are to comprise the National Capital region. 

This legislation bas the approval of the National Capital Park and 
Planning Commission, the Northern Virginia Regional Planning Com- 
mission, the Maryland National Capital Park and Planning Commis- 
sion, the Arlington County Planning Commission, the Upper Mont- 
gomery County Planning Commission, and the Board of Commis- 
sioners for the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIIL of the Rules of the 
House of Representatives, changes in existing law made bv the bill, as 
introduced, are shown as follows (existing law propos di to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman 
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[Section 1. (a) That to develop a comprehensive, consistent, and coordinated 
plan for the National Capital and its environs in the States of Maryland and 
Virginia, to preserve the flow of water in Rock Creek, to prevent pollution of 
tock Creek and the Potomac and Anacostia Rivers, to preserve forests and 
natural scenery in and about Washington, and to provide for the comprehensive, 
systematic, and continuous de ‘velopment of park, parkway, and may eroune Sys- 
tems of the National Capital and its environs there is hereby constituted a com- 
mission to be known as the National Capital Park and Planning ( aeinhileds. 
composed of the Chief of Engineers of the Army, the Engineer Commissioner of 
the District of Columbia, the Director of the National Park Service, the Chief 
of the Forest Service, the Director of Public Buildings and Public Parks of the 
National Capital, the chairmen of the Committees on the District of Columbia 
of the Senate and House of Representatives, and four eminent citizens well 
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into adjoining territory in Maryland and Virginia; that effective memes hensive plan- 
ning is necessary on a regional basis and of continuing importance to the Federal 
establishment; that the distribution of Federal installations throughout the region has 
been and will continue to be a major influence in determining the extent and character 
of development; that there is needed a central planning agency for the National Capital 
region to coordinate certain developmental activities of the many different agencies of 
the Federal and District Governments so that such activities may conform with general 
objectives; that there is an increasing mutuality of interest and responsibility between 
the various levels of government that calls for coordinate and unified policies in plan- 
ning both Federal and local development in the interest of order and economy; that 
there are developmental problems of an interstate character, the planning of which 
requires collaboration between Federal, State, and local governments in the interest of 
equily and constructuve action; and that the instrumentalities and procedures herein 
provided will aid in providing the Congress from time to tume with information and 
advice requisite to legislation. The general objective of this Act is to enable appro- 
priate agencies to plan for the development of the Federal establishment at the seat of 
government in a manner consistent with the nature and function of the National Capital 
and with due regard for the rights and prerogatives of the adjoining States and local 
governments to exercise control appropriate to their functions, and in a manner which 
will, in accordance with present and future needs, best promote public health, safety, 
morals, order, convenience, prosperity, and the general welfare, as well as efficiency 
and economy in the process of development. 

““(b) As used in this Act, (1) ‘region’ or ‘National Capital region’ means the 
District of Columbia; Montgomery and Prince Georges Counties in Maryland; 
Arlington, Fairfax, Loudoun, and Prince William Counties in Virginia; and all 
cities now or hereafter existing in Maryland or Virginia within the geographic area 
bounded by the outer boundaries of the combined area of said counties, and such other 
counties or portions of counties in Maryland and Virginia located immediately 
adjacent to the herein defined region as may hereafter be added to such region in 
accordance with the terms of section 3 (b) of this Act; (2) ‘environs’ means the territory 
surrounding the District of Columbia included within the National Capital region; 
(3) ‘National Capital’ means the District of Columbia and lerritory owned by the 
United States within the environs; and (4) ‘planning agency’ means any city, county, 
bicounty, part-county, or regional planning agency authorized under State and local 
laws to make and adopt comprehensive plans whether or not its Jurisdiction is exclusive 
or concurrent, 


THE NATIONAL CAPITAL PLANNING COMMISSION 


Creation of Commission 


Sec. 2. (a) The National Capital Planning Commission, hereinafter called the 
“Commission,” is hereby created and designated as the central planning agency for 
the Federal and District Governments to plan the appropriate and orderly development 
and redevelopment of the National Capital and the conservation of the important 
natural and historical features thereof. 


Composition of Commission 


b) The Commission shall be composed of — 

(1) ex officio, the Chief of Engineers of the Army, the Engineer Commissioner 
of the District of Columbia, the Director of the National Park Service, the Com- 
missioner of Public Buildings, the Commissioner of Public Roads, the chairmen 
of the committees on the District of Columbia of the Senate and the House of 
Representatives (either of which chairmen if unable to serve in person may desig- 
nate another member of his committee to serve as a member of the Commission in 
his stead) and, in addition, 

(2) five eminent citizens well qualified and experienced in city or regional planning, 
to be appointed by the President, at least two of whom shall be bona fide residents of the 
District of Columbia or the environs, including one of such residents who shall be 
appointed from among not less than three nominees of the Board of Commissioners of 
the District of Columbia: Provided, That the foregoing professional requirements may 
be waived in the case of the nominees of the Board of Commissioners if in the opinion 
of the Board of Commissioners said nominee has demonstrated capacity for leader- 
ship in the planning and development of the District of Columbia: And provided further, 
That appointive members of the National Capital Park and Planning Commission in 
office on the effective date of this amendatory Act shall serve out their unexpired terms, 
as members of the Commission, in lieu of an equal number of members provided for 
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on this paragraph (2). The terms of office of other membe first ADD 
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and tn ar jy such case the rate of compensation shall he fired b he Clamn - 
not to erceed the tte sual for similar services 

Idvisory and Coordinating Committ 

1) The ¢ ssion may establish, with the consent of eacl 
to ats epreser fation such advisory and ¢ yordinat nd comonilte ) ) ‘ 
sentatives of sucl genctes of the Federal and Dist t of ¢ nh Gra nmer 
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ec) 1s here nafler more sper ifically described in sections 4 to 8 t ehall he an ong 
the prim ipal a ilies of the ( ommission lo / pre pare, adopt I? mend acon pre 
hensive plan for the National Cap tal and make related recommendations to the 


: } 7 . 
appropriate developme nial agencies; | 7) serve as the central pianning agen for th 


Federal and District Governments, within the National Capital region, and 1 
capacity to review their development programs in order to advise as to consistency 
with the com pre hensive plan: and (3) be the re presenti utive of the Federal and Dis ct 


Governments for collaboration with the Regional Planning Council, as heretnafte 
prov de d 


NATIONAL CAPITAL REGIONAL PLANNID 


Establishment and Composition of the Council 
Sec. 8 a) There is hereby established a National Cap tal Regional Plannina 
Council, here inafter refe rred to as the ‘‘Council’’, to be composed, whenever possible, 
of representatives of the planning agencies of the region, of demonstrated capacity for 
leadership in the planning of the region. The Council shall consist of the Chairman 
of the Commission, ex officio, Engineer Commissioner of the District of Columb 
and not to exceed eight other members who, with their alternates, shall be appointed by 
the Commission, pursuant to nominations as hereinafter provided. For the Maryland 
environs, the Maryland-National Capital Park and Planning Commission may 
nominate two of its members, one each for the portions of the Maryland-Washington 
regional district within Montgomery and Prince Georges Counties, respectively, and 


or the portion of ether county without the said Maryland-Washington regional dis- 
Y g 


trict, the governing bodies of each county may nominate a member of the planning 
agency for each such portion: Provided, That if any portion of either county is u tthout 


a planning agency the governing hody of such count J ma nominate a qualified person 
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An equal number of alternate members of the Council from the Maryland and Virgin a 
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Preparation of Regional Plan 
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pore on ih the gene al plan for the region, The (Counc shall aiso con (lé md aim 
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0 accommodate the land-use requirements of the Federal and District Gevernments in 


fhe environs. The S€ provistons shall nol ope rate to prevent the Coun l fron proposing 


hanges, additions, or substitutions for consideration by any of the planning agencies 


of the eqgion, 


Additional Re sponsibilitic 8 


‘ The Council shall collaborate with the (C'ommission and promote co thoration 
and cooperation hetween the Commission and the planning agencies of the environs 
and the Maryland and Virginia State planning agencies. To that end, it may 


; 


assemble and interchange information, conduct surveys essential to its work, and in 
dere ral Se¢ k to reconcile the plan s and proposals of the planning age nmcles of the region, 
It may also cooperate with the planning or other public agencies having jurisdiction 
n the area beyond the boundaries of the region. It may, at its discretion, periodically 
provide opportunity by public hearings, meetings, or conferences, exhibitions and 
publication of its plans, for rewrieu and comments by nongovernmental groups ane the 
general public. The Council shail report annually on the progress of its work to the 

Commission and to the agencies which are represented thereon. At any = sub- 
sequent to three years afte r the approval of this Act, the Council may make recommen- 
dations to the Commission or other agencies represented on the Council for any legisla- 
tion which, as the result of its experience, it may deem desirable to make its general 
pur pow. more effective. 
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Progressive Adoption, Amendment, or Review 


(d) The Commission may, as the work of preparing the comprehensive plan 
progresses, adopt any element or a part or parts thereof and from time to time shall 
review and may amend or extend the plan, in order that its recommendations may be 


kept up to date. 
Consultation With Interested Agencies 


(e) Prior to the final adoption of the comprehensive plan or any element thereof, 
or any subsequent revision, the Commission shall present such plan, element, or 
revision to the appropriate Federal or District of Columbia authorities for comment 
and recommendations. Presentation of proposed revisions may at the Commission's 
discretion be made annually in a consolidated form. The said recommendations by 
Federal and District of Columbia authorities shall not be binding on the Commission, 
but it shall give careful consideration to such views and recommendations as are sub- 
mitted prior to final adoption. The Commission may, in addition and at its dis- 
cretion, periodically provide opportunity by public hearings, meetings, or conferences, 
exhibitions and publication of its plans, for review and comments by nongovernmental 
agencies or groups, and, in consultation with the Commissioners of the District of 
Columbia, encourage the formation of one or more citizen advisory councils. 

In carrying out its planning functions with respect to Federal developments or 
projects in the environs, the Commission may act in conjunction and cooperation and 
enter into agreements with any State or local authority or planning agency, as the 
Commission may deem necessary, to effectuate the adoption of any plan or proposal 
and secure its realization. 


PROPOSED FEDERAL AND DISTRICT DEVELOPMENTS AND PROJECTS 
General Procedure for Consultation With Commission 


Sec. 5. (a) In order to insure the comprehensive planning and orderly development 
of the National Capital, each Federal and District of Columbia agency prior to the 
preparation of construction plans originaled by such agency for proposed developments 
and projects or to commitments for the acquisition of land, to be paid for in whole or 
in part from Federal or District funds, shall advise and consult with the Commission 
in the preparation by the agency of plans and programs in preliminary and successive 
stages which affect the plan and development of the National Capital: Provided, 
however, That the Commission shall determine in advance the type or kinds of plans, 
developments, projects, improvements, or acquisitions which do not need to be sub- 
mitted for review by the Commission 18 to conformity with its plans. Afier receipt 
of such plans, maps, and data, it shall be the duly of the Commission lo make promptly 
a preliminary report and recommendations to the agency or agencies concerned. Tf, 
after having received and considered the report and recommendations of the Com- 
mission the agency does not concur, it shall so advise the Commission with i's reasons 
therefor, and the Commission shall submit a final report. Afiler such consulta'ion 
and suitable consideration of the views of the Commission the agency may proceed 
to take action in accordance with its legal responsibilities and authority. 


Exceptions 


(b) The procedure prescribed in subsection 5 (a) hereof shall not apply to projects 
within the Capitol grounds or to structures erected by the Department of Defense 
during wartime or national emergency within existing military, naval, or Air Force 
reservations, except that the appropriate defense agency shall consult with the Com- 
mission as to any developments which materially affect traffic or require coordinated 
planning of the surrounding area. 


Approval of District Government Buildings in the Central Area 


(c) The provisions of section 16 of the Act approved June 20, 1938 (52 Stat. 802), 
are extended to include public buildings erected by any agency of the Government of 
the District of Columbia within the boundaries of the central area of the District as 
said central area may be defined and from time to time redefined by concurrent action 
of the Commission and the Board of Commissioners of the District of Columbia, 


Additional Procedure for Consultation on Developments and Projects in the Environs 


(d) Within the environs, general plans showing the location, character, extent and 
intensity of use for proposed Federal and District developments and projects involving 


ee 
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¢ 
the acquisition of land, shall be submitted to the Commission for report and recom- 
mendations before final commitment to said acquisition, unless such matt 
been specifically approved by an Act of Congress. Before acting on any general 
plan, the Commission shall advise and consult with the Council and the appropriate 
planning agency having jurisdiction over the affected part of the environs. When, 
in the judgment of the Commission, proposed developments or projects submitted to the 
Commission under subsection (a) hereof involve a majo cl ange in the character or 
intensity of an existing use in the environs, the Commission shall likewise adv 
consult with the Council and the aforesaid planning agency The report and recom- 
mendations required under this subsection shall be submitted within sixty days and 
shall be accompanied by any reports or recommendations that may have been pre- 
pared by the Council or the aforesaid planning agency. 

(e) It is the intent of the foregoing provisions of this section to obtain cooperation 
and correlation of effort between the various agencies of the Federal and District 
Governments which are responsible for public developments and projects, including 
the acquisition of land. These agencies, therefore, shall look to the Commission and 
utilize it as the central planning agency for the Federal and District Governments in 
the National Capital region. To aid the Commission in carrying out this function 
plans, data, and records, or copies thereof, necessary to the Commission shall be 
furnished upon its request by such Federal and District governmental agencies: and 
the Commission shall likewise furnish related plans, data, and records, or copies 
thereof, to Federal and District of Columbia governmental agencies upon request 


shall have 


se and 


THOROUGHFARE PLAN 


Preparation and Adoption of Thoroughfare and Transportation Plans for the 
District of Columbia 


Sec. 6. (a) As elements of the com pre hensive plan described in section 4 above, 
the Commission shall prepare a major thoroughfare plan and a mass transportation 
plan. The major thoroughfare plan may include established and proposed routes 
Following the preparation and adoption by the Commission of the major thoroughfare 
plan, or parts thereof, it shall be submitted to the Board of Commissioners of the Dis- 
rick ‘of Columbia and if ap proved by the said Board shall be deemed to be the approved 
plan. Revisions in the major thoroughfare plar or parts thereof shall similarly 
aie the adoption by the Commission and approval by the Board of Commissioners 
of the District of Columbia. The mass transportation plan shall be prepared, ado pted, 
approved, or revised in the same manner as pl ‘escribed here in, for the major thoro igh- 
fare plan except that the Joint Board pi ovided for in section 6 (e) of the District of 
Columbia Traffic Act, 1925, as amended (sec. GOB (¢ , title 40, D. C. Code), shall be 
responsible | for its ap :proval and approval of subsequent revisions. Revision of the 
major thoroughfare plan or parts thereof and the mass transportation plan may be 
proposed by the eeceaio and may also be proposed by the Board of Commissioners 
of the District of Columbia with respect to the thoroughfare plan and by said Joint 
Board with respect to the mass transportation plan. 


Thoroughfare Plan Serving Federal and District Needs in the Environs 


(b) Prior to final adoption of the throughfare plan and its submission to the Board 
of Commissioners of the District of Columbia for app ‘oval under the fore going sub- 
section, the Commission shall consult with the Council and the planning agencies 
affected regarding the Commission's recommendations for extension of the thoroughfare 
system of the District of Columbia to serve Federal and District developments and 
projects in the environs. Such recommendations shall be made after consultation 
with the Bureau of Public Roads, the National Park Service, the Poard of Com- 
misstoners of the District of Columbia and the appropriate State highway agencies 
its general plan for the region and submit a report thereon, which the Commission 
shall transmit with its own recommendations to the Rureau of Public Roads as a 
quide to portions of the regional thoroughfare plan included or to be included in the 
Federal-aid highway system. After consideration of such report and recommenda- 
tions. the Rureau of Public Roads may proceed to take action in accordance w 
legal responsibilities and authority. 


The Council mau review the Commission's recommendations as to consistency with 
} 


rth its 


SIX-YEAR PURLIC WORKS PR i Tf 


Sec. 7. The Commission shall recommend a six-year program of public wi 
proge cts which il shall review ann nally uw th the aqgencte concerned To th end eac 
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hHmit to the Commission in the first quarter Of each ftisca fear a copy oj ULVance 
program of capital improvements within the Vational ¢ apital and Ss en ” 


ZONING AND SUBDIVISION FUNCTIONS 
Amendments of Zor ing Re gulations and Maps 


Sec. 8. (a) The Commission may make a re port and recommendation to the Zoning 


Commission of the Driastrict oj Columbia on propos d emendments of the Zoning 


equialions ar d maps as fo the retation or conformity of such amendments with the 
comprehensive plan of the District of Columbia. The Commission may also subm 
fothe said Zoning ¢ OMISSION propose 1 amendments or general re SiON Oo The SOnNING 


regulations or the zoning map for said District. 


Furthe r Re por t on Zonir q Vatte rs 





h Wher equest i b ia proper ly author >¢ l re prese? lative f the ¢ ymin / 
Fo ng (Commission may at S discretion recess for a reasor able Dp od of time a / 
public hea ng held by it to consider a propose fl amendme? to the zoning reg mlions o7 
map, tn order that the Commission or its representative may have an 0 nity to 
pre ni to the Zonit? g Commission a f irthe eport on thre propose ! amendment. 
Zoning Commitlee 
T} fu? ms vested he Commission p nt fo this sec ) ie oO / 
ent ¢« he Commission sha delern €, and subject (o cor firme oO hu the Comn 
8707 her requested hay the Zor ng Commission of the Dis rict of Colun hia, be per- 
ymed by a commiitee of the Commission which sha he known as the Zor ng Con 
, hive } he Va ona Capra Pianning Commis on nd sha co) ‘ oO; no €Ss 
than three members of the Commission dé signaled by the Commission fo } pur pose, 
The number of members s rving on the Zona gq Commitee may be 1 tried fron LE 
fo mie 
Pecomme , dalior sas lo Piat ing ai / S thdivid ng Lar as 
/ Ay / proposed char ge inora Mdi'ion to he equiatvor or general orders reg 
“a ng the platy gar d subdivi liv qd of ( nds and gro rds n th DD Ss tof Columl a 
shy firs! he submitted to the Commission |! the Board of Commissioners of t] Dis- 
trict of Columbia for report and recommernda‘ion prio 0 adopiion by such Board. 
Should the Boa d not concur in the recommendations of the Commiss on, t! sha Oo 
lnise the Commission with fs reasons therefor and the Commission sha ibn a 
fire epo within thirty days. Afler considera‘ion of this fina eport. th Board 
may proceed to take aclion in accordance wiil s lega sponsila sand autho 
[i ha he the dul v i the Comm*Pssio7 fo submit ar uv preposcd charges in or a end 


ments to the general o ders that the Commission consid sap ypriate and the Roa d 
} 


of Commissioners sha treat the amendments proposed in the same mar as othe 


TRANSFERS FROM PREDECESSOR AGENCY 


Sec. 9. All other functions, powers, and duties of the National Capital Park and 
Planning Commission, including those formerly vested in the Highway Commission 


fahblished by the Act of March y 18938 27 





» a 
at. 532), and those torme 1% eain 





the National Capital Park Commission by the Act of June 6, 1924 (43 Stat. 463 
together pith the pe sonnel, records. property, and unexpended balances (available o7 
to be made available) of appropriations, aliocations, and all other funds, including 


frust funds, of the Vational Capital Park: tnd Pl Lining Commis ion, are hereb 
anstferred to the Commission. 


1PPROPRIATIONS 


; we : ‘ : . . 
Sec. 10. There are hereby authorized to be appropriated, out of any moneys in 
the Treasury of the United States not otherwise approp) ‘ated and in any appropriate 
pp opriation Act other than the ann zal D strict of Columbia Approp ation Act 


: ; ; ae 
ich sums as may be necessary to carry out the provisions of sections 1 to 10 of this 





Act. as amended, any ex sling provis ons of law to the contrary no 


16 Sratr. 482) 


That there is hereby authorized to be appropriated the sum of [$9,000,000], 
$13,500,000 or so much thereof as may be necessary, out of any money in the 





AMEND ACT OF JUNE 6, 1924, AS AMENDED LS 


Treasury not otherwise appropriated, for acquiring and develoy ‘ 

this section otherwise provided. in accordance v { provis f tl \ f 
June 6, 1924, entitled ‘‘An Aet providing for : 
the park and plavground system of the National Capital,’’ as amended, such lands 
in the States of Maryland and Virginia as are necessary and desirable for the park 
and parkway system of the National Capital in the enviro1 f Washing 
Such funds shall be appropriated as required for the expeditious, econo al, a 


f } 


efficient development and completion of the following projects 


an 


* " 4 i ~~ 

b For Lie extension of Rock Cree K Park Mito \I LT and ul I L\ ) aures j 
upon between the National . i c § l y j l 1 
Maryland National Capital Park and Planning Commission, for the pres 








of the flow ot water in Rock Cree] for the ext WO? OT thre Ay ) Pat 
system up the valley of the Anacostia River, I in Creek, Paint bra i! 
Little Paint Branch, the Northwest Branch and Sligo Cree e Oxon R 


Parkway from the District of Columbia line to Marlboro Road ind Of t Cy 
Washington Memorial Parkway u | ¥ a John | 
Branch, and Willet Run, as may be agreed upon between the Na ial ¢ 
Park and Planning Commission and the Marvland Na al Capital Park a 
Planning Commission, $1,500,000: Provided, That no appropriat au ri 








in this subsection shall be available for expenditure u a suitable agree 
entered into bv the National Cay ital Park and Pla 1! Li Il oo a 1 the 
Washington Suburban Sanitary Commission as ewa lisposal and storm wat 
flow: Provided further, That no mone hall b mtributed | he United St 


for anv unit of such extensions until the Nat il Capital Par ind Pia 
Commission shall have 1 i 
tional Capital Park and Planning Commission for 1 balance of ( 


acquiring such unit of said extensions deemed by said commission suff 
complete, other than lands now belongi I United States or donated to 
United States: Provided further, That in the diset fthe Na il Capital P: 
and Planning Commission upon agreement du ntered into w the Marvlar 
National Capital Park and Planning Commis irse the | eds 
hereinafter provided it mav advance he f fn int of fund ‘OSSAI f 
the acquisition of the lands required for such ext referred to in tl para 
graph, such advance, exclusive of said contr mn Of $1,500,000 by the | ted 
States, not to exceed $3,000,000, the appropria ! { hi mount fre 

in the Treasury of the United States 1 Otherwise appropriated is hereby aut! 
ized, such agreement providing for reimbursement to the United States of 
advance, exclusive of said Federal Ci ribut hout interé 

more than eight vears from the date of ar l expenditur Che title to 
lands acquired hereunder shall vest in the State of Ma ind | eve 


administration thereof sh: 





and 

and Planning Commission and in accordance with plans approved bv the Nationa 
Capital Park and Planning Commissior Che United State 

construction of roads in the areas me ned j is paragray ( 


f 
if and as Vederal-aid highways 


the cost o 


( For the extension of the pa lL and parl ] fo» f} \ ( 
(anita Pla intna Commission mda ) } f est } ; P 
juthorities Act of the State of \ yinia (a j } ; 
auth ed under the laws of the Stat | j I] ( 
(amero? R ? Hi nies P in / pps hi . 2D \/ P P | \ 
( et a if mutaries ¢ such 4 tims. and o tf é { ‘ 7 
No wart of euch sum chall be expended bu the United Stat 
tension until the National Capital Plan» ( on |} 
mitments from such pa auth ar oll } ( } ‘ 
for two-thirds of th cost of acd rind thie ane é hi 
nit of the extension deemed bu the Co ,y 870) fTy ni ) } 
disc lror of the Vationa Ca f Pla } ( f 


to mburse the l ed States as hereinat pre he ( t 
the l amount of nds neces ar for the ¢ ( hie } 
} Sucl agreement shall pro de fo el? f ‘ { fn the 
extent of two-thirds of the cost of sucl ind } not ? +} 
eight years atte oF any } spend f , oO 
gation of su h pe ty und othe put é [ ‘ | gir T} 











16 AMEND ACT OF JUNE 6, 1924, AS AMENDED 


appropriation of the amount necessary for such advance, in addition to the contribution 
by the United States, is hereby authorized from any money in the Treasury not other- 
wise appropriated. The titie to the lands acquired hereunder shall vest in, and the 
development and administration thereof shall be under, such park authority or the 
State of Virginia, in accordance with pians approved by the National Capital Plan- 
ning Commission Such lands shall not be used for any purpose other than the de- 
velopment and completion of the extension of the park and parkway system provided 
for in this paragraph, except with the approvat and consent of the National Capital 
Planning Commission. No appropriation authorized in this paragraph shall be 
available for expenditure until a suitable agreement has been entered into between the 
National Capital Planning Commission and the appropriate local authority as to 
sewage disposal and storm-water flow. 
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PAYING A GRATUITY TO FLORENCE WRIGHT 
JUNE 12, 1952.—Referred to the House Calendar and orders 


Mr. Drang, from the Committee on House Administration, submitted 
the following 


REPORT 


[To accompany H. Res. 665] 


The Committee on House Administration, to whom was referred 
House Resolution 665, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass, 
© 
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FRANCIS P. CASEY 
JUNE 12, 1952.—Referred to the House Calendar and ordered to be printe¢ 


Mr. Deanz, from the Committee on House Administration, sub- 
mitted the following 


REPORT 
{To accompany H. Res. 673] 
The Committee on House Administration, to whom was referred 


House Resolution 673, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
O 
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ESTATE OF LAWRENCE MITCHELL, LATE AN EMPLOYEE 
OF THE HOUSE OF REPRESENTATIVES 


JUNE 12, 1952. teferred to the House Calendar and ordered to be printed 
’ I 


Mr. Drange, from the Committee on House Administration, sub- 
mitted the following 


REPORT 
{To accompany H. Res. 683 


The Committee on House Administration, to whom was referred 
House Resolution 683, having considered the same, report favorably 
thereon without amendment and recommend that the resolution 


do pass. 
O 
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EXTENDING THE RUBBER ACT OF 1945 


( QAv () 
Mr. Vinsox, from the committee of confere) bmithed the 
follow U) 
CONFERENCE REPORT 
i 6787 

The COMM Lee Of conte "enhice ON thre bisa’ Clie 
Houses on the amendments of the Senate to the bill (HI. R. 6787) to 
extend the Rubber Act of 1948 ublic Law 469, SOth ¢ y 
amended, and for other purposes, having met afte 
conference, have agreed to recommend and do ePcom me! » the 


respective Houses as follows 

Amendment numbered 1 

That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be mserted b the Senate amen 
ment insert the following: Mareh 1, 1953: and the Senate agree to the 
same. 

Amendment numbered 2 

That the House recede from its disagreement to the amendment ol 
the Senate numbered 2, and agree to the same with an amendment 
as follows: 

On page 1 of the House bill, line 8, strike out the date *f “January 15 
1954’ ” and strike out the matter proposed to be inserted by the 
Senate amendment, and in each insert in lieu thereof the date “Ap: 
15, 1958”: and the Senate agree to the same 


Amendment numbered 3 


That the House recede from its disagreement to the amendment of 
the Senate numbered 3, and agree to the same with an amendment as 
follows: 


On page | of the House bill, line 11, strike out the date “ ‘J 









2 EXTENDING THE RUBBER ACT OF 1948 


1954’ ”’ and strike out the matter proposed to be inserted by the 
Senate amendment, and in each insert in lieu thereof the date ‘‘ March 
31, 1954”; and the Senate agree to the same. 
CarL VINSON, 
Pau J. Kiupay, 
DrEWEY SuHort, 
Paut W. SHAFER, 
Manage rs on the Part of the House. 
LYNDON JOHNSON, 
LEVERETT SALTONSTALL, 
LEesTER C. Hunt, 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 6787) to extend the Rubber Act of 1948 (Public 
Law 469, 80th Cong.), as amended, and for other purposes, submit 
the following statement in explanation of the effect of the action 
agreed upon ‘by the conferees and recommended in the accompanying 
conference re port: 

The House bill extended the Rubber Act of 1948 until June 30, 
1954. It likewise required a preliminary report on a disposal oa 
gram to be submitted to the President and to the Congress by April | 
1953, and in addition required the President to recommend to the 
Congress legislation with respect to the disposal of the Government- 
owned rubber-producing facilities not later than January 15, 1954. 

The Senate amendments, on the other hand, would have extended 
the Rubber Act of 1948 until June 30, 1953. In addition they would 
have required a preliminary report on disposal to be submitted by 
December 1, 1952, and a legislative disposal program to be sub- 
mitted by the President by January 15, 1953. 

The conferees agreed to extend the Rubber Act until March 
1954. 

In addition the conferees agreed to require a preliminary report on 
a disposal program to be submitted by March 1, 1953, and to require 
the President to recommend to the Congress legislation with respect 
to the disposal of the rubber-producing facilities not later than 
April 15, 1953. 

The result of the agreement of the conferees is that the Rubber 
Act will be extended for 21 months from its present termination date 
of June 30, 1952. The preliminary disposal report will be a Yonge d 
by March 1, 1953, at which time a new administration and a new 
Congress will have an opportunity to study the preliminary cial 
program. Then not later than April 15, 1953, the President will be 
required to submit to the Congress a legislative proposal for the 
disposal of the synthetic-rubber facilities. The agreed dates will give 
the Congress an opportunity to carefully study the disposal program 
submitted by the President prior to the expiration of the Rubber 
Act on March 31, 1954. 

The conferees recognize the desirability of placing this great industry 
in the hands of private enterprise. At the same time, the conferees 
recognize the fact that the security of the Nation and particularly its 
security with respect to rubber must be foremost in the consideration 
of any disposal program. Before the Congress enacts legislation au- 
thorizing the disposal of these facilities the conferees are of the opinion 
that the Congress must be satisfied that there is no longer any neces- 
sity for any Government controls with respect to the production and 
consumption of synthetic rubber. The disposal program should envi- 
sion a clean-cut separation of Government from the rubber industry. 


3] 


3 
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EXTENDING THE RUBBER ACT OF 1948 


Once the Government is out of the rubber business there should no 
longer be any required consumption or guaranteed market. Favor- 
able action on the disposal of the plants must depend entirely upon 
existing world conditions. If world conditions and our national secu- 
rity indicate the desirability and advisability of selling the present 
Government-owned rubber facilities to private industry then the Con- 
gress will undoubtedly look with favor upon the complete disposal by 
sale of the rubber-producing facilities. If, on the other hand, the 
natural-rubber-producing areas of the world are in jeopardy, or if 
world conditions indicate the necessity for continuing the authority 
to require the production and consumption of synthetic rubber, then 
undoubtedly the Congress must act with these considerations upper- 
most in mind. 

Cart VINSON, 

Pau J. Kitpay, 

Derwky SHORT, 

Paut W. SHAFER, 

Vanagers on the Part of the House 
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AUTHORIZING APPOINTMENT OF WOMEN AS PHYSICIANS 
AND SPECIALISTS IN THE ARMED SERVICES 


JuNE 16, 1952.—Ordered to be printed 


Mr. Vinson, from the committee of conference, submitted =they 


following 


CONFERENCE REPORT 
[To accompany 8. 2552 


The committee of conference on the disagr eing votes of the two 
Houses on the amendments of the House to the bill (S. 2552) to 
authorize the appointment of qualified women as physicians and 
specialists in the medical services of the Army, Navy and Air Foree, 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Hlouses as follows: 

That the House recede from its amendment and agree to the same, 

Carut VINSON, 
DreWrEY SHort, 
Managers on the Part of the Tlouse. 
Lester C. Hunt, 
JOHN C. STENNIS, 
LEVERETT SALTONSTALL, 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSI 


The managers on the part of the House at the conference on the 
disagreeing Votes of the iwo Houses On the amendment of the House 
to the bill (S. 2552) to authorize the appointment of qualified women 
as physicians and specialists in the medical services of the Army, 
Navy, and Air Force, submit the following statement in explanation 
ot the effect ot the action agreed upon Ivy the conterees and recom- 
mended in the accompany ing conference report 

LEGISLATION IN CONFERENC] 


The Committee on Armed Services reported S. 2552 without amend- 
ment, The bill was placed on the Consent Calendar and on the first 
eall of the calendar met objection. On May 19, 1952, the bill again 


came up and was amended as follows 


On page 2, line 22, add the following: “The second, third, and fourth sentences 
of section 201 of the Act of August 5, 1947 (61 Stat. 777), Are amended by in- 
serting the words ‘or osteopathy’ immediately after the word ‘medicine’.”’ 


The Senaie disagreed with the House amendment and asked for a 
conference. The House agreed and appointed conferees. 

The amending language of the House amended section 201 of the 
\rmy-Navy-Publie Health Service Medical Officer Procurement Act 
of 1947, which reads as follows 

sec, 201. Subject to any limitation of the commissioned strength of the Army 
and Navy prescribed by law the President, by and with the adviee and consent 
f the Senate, is hereby authorized to make original appointments to permanent 
commissioned grades, with rank not above that of colonel in the Medical and 
Dental Corps of the Army, and not above that of captain in the Medical and 


Dental Corps of the Navy in such numbers as the needs of the services may 
require. Such appointments shall be made only from qualified civilian doctors 
of medicine and dentists who are citizens of the United States, and who shall 


have such other qualifications as the Secretary of War and the Seeretary of the 


NAVY May preseribe for their re p etive services The doctors of medicine and 
dentists so appointed in the Navy shall be carried as additional numbers in rank, 


i 
lI 
but shall not inerease the authorized numbers of commissioned officers of the 


Medical and Dental Corps of the Regular Navy. The doctors of medicine and 
lentists so appointed in the Army shall be eredited for purposes of promotior 
with the minimum number of years of service now or hereafter re quired for pro- 


motion of officers of the Medical and Dental Corps to the grade in which appointed. 


The effect of the House amendment was to include doctors of 
osteopathy within the provisions of the foregoing section and thereby 
authorize their appointment in the Medical Corps of the Army and 
Navy 

The Senate conferees were of the opinion that it has been, and is, a 
policy of the Armed Forces to limit appointments in the Medical 
Corps of the services to persons who possess, among certain other 
qualifications, the degree of doctor of medicine. This policy is based 
on the administrative and professional necessity arising out of the 
very nature of the military service 


) 








wo 


Thi 


membe 


of stu 


MEN AS PHYSICIANS 


matter of | 
rs of the Medi 
1\ by the 


AND SPI 


l 


ssible ILLLEZUTION 


cal Corps of ti 


Surgeons Gene ral charged as they ; 
phvsical and mental health of the m 
has been considered that this respo 
the absence ot fixed standards o 
procedures, and therap 

The Vital Necessity Lo! thre | ( 
Lou ove has precluded the use OL tw 
the Armed Forces This Can by I 


realized 


the Ait 
the Ch 
psvehi 


the preseription and 
cals, operative surevery 
of these facts, 


of doe 


airy thre 


that under 


Fores i lone 
tire oymit of 
trea 
| 


tor ot medien 


: , 
doctors ot osteopat 


Sittiations 


| 


i 


rhea 
} 
medare 


medical pract 


tment and man: 


1 
VaMINIStration 


ana pu 


le are not qual 


Medical Corps officers must be abl 


renera 


lly ih ceptable 


military service, A 


to the 


t 


use of Osteopaths as suc 


cong reasons 


ry 
| he 


Armv-Nav\ 


337. 80th Cone... 61 


doctors of osteopathy in 


Navy. 
The 


power 


This bill is intended to provide add 
other specialists for which there is ai 


medical standa 


t this time the 


NMledical Servier 
Stat. 734 Wo 


the medics 


However, at this time there 


cleag PpUurposs 


resourees mm 


the expansion ol the 
fore, it would seem that an amendm 


of Ost 


bill 


‘opathis in the 


The House 1"¢ 


in the Armed Forces 


; ‘) > 
OI » ee iS 


those 


Armed Forees ii 


medical Service 


( edes 


Ma 


( 


( 


( 


Arm a Forees \] dien 


- 1 
fields in whiel 


(sé 











82p CONGRESS t HOUSE OF REPRESENTATIVES ( REpPorT 
No. 2170 


HUMBOLDT BAY, CALIF. 


JuNE 16, 1952 Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed Bs 


Mr. Larcapg, from the Committee on Public Works, submitted the 


following 


REPORT ?, 


[To accompany H. R. 6007 


t 


The Committee on Public Works, to whom was referred the bill 
(H. R. 6007) to authorize the improvement of Humboldt Bay, Calif., 
as recommended by the Chief of Engineers in House Document No 
143. Right, -second Congress, first session, having considered the same. 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The River and Harbor Act approved March 2, 1945, authorized a 
preliminary examination and survey of Humboldt Bay, Calif. That 
report has been completed, was transmitted to Congress on May 24, 
1951, and is designated House Document No. 143, Eightv-second 
Congress, first session. 

Humboldt Bay is on the coast of California, 225 nautical miles north 
of San Francisco. The bay is about 14 miles long paral | to the coast 
and 0.5 mile to 4 miles wide. 

The proposed plan of improvement, which this bill authorizes 
includes deepening of the entrance channel to Humboldt Bay and ol 
the channels in North Bay to Eureka and Samoa. The plan includes 
deepening the entrance channel to 40 feet, widening it to 1,600 feet 
at the outer end at seaward mile 0.91, thence tapering to 500 feet at 
seaward mile 0.18 and continuing at that width to mile 0.75; deepen- 


1 7 
epth OL sv Teet 
i 
| 


ing the natural channel in North Bay to provide a « 
for a width of 400 feet from mile 0.75 to mile 4.29 including easing 
the bend at mile 0.75; deepening Eureka Channel between miles 4.29 
and 5 to 30 feet over the existing project width of 400 feet: and dee p- 
ening Samoa Channel to 30 feet from mile 4.29 to mile 5.84 for thi 
existing project width of 300 feet. The proposal is subject to certain 
conditions of local cooperation. 
The estimated cost to the United States OL the IN prove ments ree 


1 l 


ommended is $406,500, exclusive of $3,500 for establishing navigatior 
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aids, and the Federal annual carrying charges are estimated at $65,450 
including $49,500 for additional maintenance. 
The Board of Engineers for Rivers and Harbors computes the pro- 
spective benefits at $141,800 annually and the benefit-cost ratio at 2.17. 
Humboldt Bay serves as an outlet for the timber resources of 
Humboldt and Del Norte Counties, and adjacent areas. These two 
counties have a population of 61,500 including 21,380 at Eureka, the 


largest citv. They contain nearly 70 percent of the world’s stand of 
redwood timber. Processing of forest products is the most important 
industry in the tributary area. Lumber production in 1948 ap- 


proached 1 billion board-feet, or 1,500,000 tons. During the period 
1920 to 1948, inclusive, the ocean-borne commerce on Humboldt Bay 
averaged 316,390 tons annually, principally shipments of lumber and 
receipts of petroleum products 

The Corps of Engineers estimates the prospective annual commerce 
for transport on these channels, in vessels requiring depths of between 
26 feet and 30 feet in the interior channels, at 195,000 tons of lumber 
shipments and receipts of 200,000 tons of petroleum products. 

The committee believes the proposed improvement has ample 
justification because of anticipated general savings in shipping costs 
of commodities and the importance of these ssaanadine: s to the defense 
program. 

The report of the Chief of Engineers, Department of the Army, as 
set forth in House Document 143, follows: 


REPORT OF THE CHIEF OF ENGINEERS, UNITED STATES ARM} 


DEPARTMENT OF THE ARMY 
OFFICE OF THE CHIEF OF ENGINEERS, 


Washin jton, D. C’., Octobe 25, 1951 
subwect: Humboldt Bay, Calif 
To: The Secretary of the Army. 
[ submit for transmission to Congress my report with accompanying papers 


m preliminary examination and survey of Humboldt Bay, Calif., authorized by 
he River and Harbor Act approved March 2, 1945 


2. Humboldt Bay is on the coast of California, 225 nautical miles north of San 


Franciseo The bay is about 14 miles long parallel to the coast and 0.5 mile to 
t miles wide. Natural depths in the bay are in general insufficit a for large sea- 
voing cargo vessel Its ocean entrance, about 4 miles north of the south end of 
t bay, is a jetty-protected opening about 0.5 mile wide + nce a narrow land 
strip which forms the west shore of the bay Zero of the mileage system for the 
bay channels is between the jetties and approximately in line with the ocean shore. 
North of the entrance the bay is known as North Bay and scuth of the entrance, 
as South Bay The city of Kureka fronts on North Bay midway along its eastern 
hore \rcata is at the north extremity of North Bay and Samoa is near the mid- 

int of its west shore. Fields Landing is on the east shore of South Bay he 


completed Federal project for Humboldt liarbor and Bay provides for rubble- 
mound jetties, 4,500 feet and 5,100 feet long, at the entrance; an entrance channel 
30 feet deep and 500 feet wide from which a channel with natural depths of 26 

t or more extends to the vicinity of Eureka: a « Sail 26 feet deep and 400 feet 
wide from that deep water to ‘‘N”’ Street, Eureka, mile 6.3; a channel 26 feet deep 
ind 300 feet wide from the same deep water in the bay to Samoa, mile 5.84; a 
hannel 18 feet deep and 150 feet wide to a wharf at Arcata; and a channel 26 
feet deep and 300 feet wide to Fields Landing, mile 3.16, with a turning basin 26 
feet deep. 600 feet wide. and S00 feet long at its inner end Costs to the United 
States for improvement t » June 30, 1949, were 85,040,259 for new work, exclusive 


ree 


of $95,000 contributed by local interests, and $4,819,162 for maintenance. Tides 
have a mean range of 6.7 feet at Kureka. The wharf and project ae at 
\reata have not been used for many vears and are not maintained The prit — 
terminal facilities adjacent to the deep-water channels are a lumber whe an ishin 


wharf, and whaling station at Fields Landing; a lumber wharf at Samoa; two oil- 
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company wharves on North Bay south of Eureka: a lu ( 
1.9 at Eureka; and a number of other whar 
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HUMBOLDT BAY, CALIF. 


6. The district engineer recommends modification of the existing project for 
Humboldt Harbor and Bay to provide for further improvement of,the entrance 
channel and the channels in North Bay in accordance with his described plan, 
subject to the condition that local interests,through the medium of a suitable 
public body, give satisfactory assurances that they will provide and maintain, 
adjacent to the Eureka and Samoa Channels, adequate wharf and terminal 
facilities open to all on equal and reasonable terms for the storage, handling, 
and shipment of lumber and general commerce; provide and maintain adequate 
depths in the approach and berthing areas of these wharves; provide rights-of-way 
and spoil areas, and if they desire the dredge spoil placed in areas of their selection, 
bear the cost in excess of the cost of the most economoical method of dredging 
otherwise applicable; and hold the United States free from claims for damages. 
The division engineer concurs. 

7. The Board of Engineers for Rivers and Harbors, after consideration of the 
additional information presented by local interests at a hearing before the Board 
and in separate communications, agrees that additional improvement of Hum- 
boldt Bay as reeommended by the reporting officers is advisable. It computes the 
prospective benefits at $141,800 annually and the benefit-cost ratio at 2.17. The 
Board recommends further improvement of the harbor and bay in general accord- 
ance with the plans of the district engineer subject to certain conditions of local 
cooperation. 

8. After due consideration, | concur in the views of the Board and accordingly 
recommend modification of the existing project for Humboldt Harbor and Bay, 
Calif., to provide for a bar and entrance channel 40 feet deep at mean lower low 
water, tapered from a width of 1,600 feet at seaward mile 0.91 to 500 feet at 
seaward mile 0.18 and thence 500 feet wide to mile 0.75, thence a new North Bay 
Channel 30 feet deep and 400 feet wide to mile 4.29 with easing of the bend at 
mile 0.75, and depths of 30 feet in Eureka and Samoa Channels over their existing 
project widths from mile 4.29 to miles 5 and 5.84, respectively; generally in accord- 
ance with the plans of the district engineer and with such modifications thereof 
as in the discretion of the Chief of Engineers may be advisable; at an estimated 
cost to the United States of $406,500 for construction and $49,500 annually for 
maintenance in addition to that now required; subject to the condition that local 
nterests, through the medium of a suitable public body, agree to (a) provide and 
maintain, adjacent to Eureka and Samoa Channels, suitable wharf and terminal 
facilities with approach and berthing areas fully adequate for large modern cargo 
‘Is, open to all on equal terms for the storage, handling, and shipment. of 
umber and general commerce; (6) furnish without cost to the United States all 
lands, easements, and rights-of-way, and suitable spoil-disposal areas for the new 
work and for subsequent maintenance when and as required, and if they desire 


Vess¢ 


the dredge spoil placed in areas of their selection bear the excess Cost over and 
above the cost for the most economical method of dredging otherwise applicable; 
and (c) hold and save the United States free from damages due to construction 


and maintenance of the project. 


Lewis A. Pick, 
Major Ce rie ral. 
Chief of ke? queers, 
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IMPROVEMENT OF GOWANUS CREEK CHANNEL 
NEW YORK 


JUNE 16, 1952 Committed to the Committe f e Whole H es 


of the Union and ordered 


) 


Mr. Buckuey, from the Committee on Public Works. submited the 


following 


REPORT 


To accompany H. R. 7855 


The Committee Ol Publie Works. LO whom Wis I¢ ferred thie 
(H. R. 7855) for improvement of Gowanus Creek channel, New Yor! 
having considered the same, report favorably thereon without amet 
ment and recommend that the bill do pass 

The House Committee on Rivers and HH: rbors On Ma eh 19, 1946 
adopted a resolution authorizing the Board of Engineers for Rive 


and Harbors to review reports previously submitted on Gowan 
Creek channel, New York, with a View to determining Wit would 
advisable to modify the existing project That evle eCDpo 
been completed, was transmitted to Congress on January 8, 1952 

is designated as House Document No. 318, Eighty-second Congres 
second session. 

Gowanus Creek is a tidal waterway on the cast side of | pp Ni 
York Bay, in the Borough of Brooklyn, about 4 miles by water sou 
east of the Batterv, New York City It extends 1.8 miles no 
easterly from the north end of Bay Ridge Channel in Gowanus Ba 
includes the 1l-mile upper portion known as Gowanus Canal, wl 
local interests have improved to depths ranging from 12 feet at the 
lower end to7 feet at the head The lowe part of Gowanus Creek has 
been improved bv the United States under a project Known as Gowat 
Creek channel. The locally dredged Henry Street) Basin enters 
Gowanus Creek channel from the north, 750 feet Ipstveam trom the 
lower end of the Federal project This basin, about 2,000 feet lor 
and 200 feet wide, has depths decreas ng from 21 feet ina strip LOO fe 
wide in the lowe; 1.000 feet of the basin to 5 feet at the head 

Local interests han e expended Appronimate ly $6,000,000 in d 
ing water-front terminals and berthing facilities in the section 
Gowanus Creek under consideration. Insufficient depth tn thi 
foot section of the waterway preclude s efficient Operation of hel 


deep-diaft vessels and, during high tide ONnGestioh is aggravated | 
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the concentration of deep-draft vessels taking advantage of the addi- 
tional depth of water. Depths in the Henry Street Basin are insufhi- 
cient to accommodate the cargo ships and tankers that use, or expect to 
use, the basin, 

The proposed plan of improvement, which this bill authorizes, and 
which local interests claim would produce annual benefits estimated 
at $525,000, provides for deepening the existing 26-foot project of 
Gowanus Creek channel to 30 feet at mean low water, including 
extension of the deepened channel about 500 feet into the 18-foot 
project, and widening of the channel at the junction with the existing 
40-foot project of Bay Ridge and Red Hook Channels, and for a 
branch channel 30 feet deep and 150 feet wide in the lower 1,000 feet 
of Henry Street Basin. 

The estimated cost is $428,000, of which $287,000 is Federal, 
consisting of $227,000 for enlarging the main channel and $60,000 for 
dredging the channel in Henry Street Basin; and $141,000 is non- 
Federal, consisting of $116,000 and $25,000 for deepening the 
approaches and berths along the Gowanus Creek and Henry Street 
Basin channels, respectively. The Federal annual cost of mainte- 
nance is estimated at $1,500. 

Representatives of the Corps of Engineers testified that the im- 
provement would relieve congestion on the waterway by spreading 
the traffic of deep-draft vessels throughout the day instead of only 
during the hours of high tide, and would eliminate the hazards of 
erounding. 

The recommended project has an indicated benefit-cost ratio of 
2.65 for Gowanus Creek channel, 1.22 for the channel in Henry Street 
Basin, and 2.28 for the total improvement. 

The committee believes that further improvement of the project, 
as recommended by the Engineers, is justified since two large ship- 
yards on the Gowanus Creek 26-foot channel are engaged in the repair 
of all types of vessels from many ports, including the latest type of 
oceangoing tankers and cargo vessels, and the project thus contributes 
materially to national-defense requirements. In view of this, the 
committee is of the opinion that this is a meritorious project. 

The report of the Board of Engineers for Rivers and Harbors is set 
forth below: 


REPORT OF THE BOARD OF ENGINEERS FOR RIVERS AND HARBORS 


DEPARTMENT OF THE ARMY, 
BoaRD OF ENGINEERS FOR RIVERS AND Harpors, 
Wash ngton, D. C., June 20. 1950 


Subject: Gowanus Creek Channel, N. Y. 


To: The Chief of Engineers, United States Army 
1. This report is submitted in response to the following resolution adopted 
19 March 1946: 
Resolved by the Committee on Rivers and Harbors of the HTouse of Representat ; 
l’nited States, That the Board of Engineers for Rivers and Harbors be, and is 
I rer ted to review the reports heretofore submitted on Gowanus Creek 
( yne N Y., with a view to determining if it is advisable to modify the 
existing project in any way at this time.”’ 
2. Gowanus Creek is a tidal waterway on the east side of Upper New York Bay, 
! Borough of Brooklyn, about 4 miles by water southeast of the Battery, 
New York City It extends 1.8 miles northeasterly from the north end of Bay 
Ridge channel in Gowanus Bay and includes the l-mile upper portion known as 
Gowanus Canal, which local interests have improved to depths ranging from 12 
at the ower end to 7 feet at the head. The lower part of Gowanus Creek 


as been improved by the United States under a project known as Gowanus 
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Creek channel. The locally dredged Henry Street Basin enters Gowa1 
channel from the north, 750 feet upstream from the lower en 
ect. This basin, about 2,000 feet long and 200 feet wide, h: 
from 21 feet in a strip 100 feet wide in the lower 1,000 feet of the basin to 5 fe 
at the head. The mean range of tide in Gowanus Creek channel is 4.7 | 
improvement authorized by Congress provides for a channel 26 feet deep at mean 
low water from Bay Ridge channel at Twenty-eighth Street to the foot of Perciva 
Street, with the width decreasing from 300 feet at Twentvy-eighth Street to 200 
feet at Percival Street, and thence 18 feet deep at mean low water to the Har 





Avenue Bridge, gradually decreasing in width to 100 feet at the bridge I} 
project was completed in 1904. The cost to June 30, 1949, was $140,122, of wt l 
$70,000 was for new work and $70,122 was for maintenance. The latest approved 
estimate of annual cost of maintenance is $6,000. Local interests have expended 
approximately $6,000,000 in developing water-front terminals and bert 
facilities in the section of Gowanus Creek under consideration. Insufficient depthit 
the 26-foot section of the waterway precludes efficient peratior of the arger aet p 
draft vessels and, during high tide, congestion is aggravated with the concentra 
tion of deep-draft vessels taking advantage of the additional depth of water 
Depths in the Henry Street Basin are insufficient to accommodate the cargo s 















‘} 
and tankers that use, or expect to use, the basil 
3. The tributary area includes the Boroughs of Brooklyn, Quee1 \lanhattar 
and Bronx, of the citv of New York, with a combined population of 7,065,000 
1949, and to some extent parts of Nassau and Suffoll Counties r} irea 
immediate vicinitv of Gowanus Creek cha AS ( trausp i fi 
ties. Commodities are distributed locally by truck, from the water termina 
over a network of hi: s and bridges to poit New Ye ( ind J v 
Island. Two large shipyards on the Gowanus Creek 26-foot channel are engaged 
in the repair of all tvpes of vessels from many port ! iding t atest tvpe 
oceangoing tankers and cargo vessels Commerce Of Gowanus © ree hannel a 
canal, including Henry Street Basin, for the 25-vear period wid 1 1947 
averaged about 4,000,000 tons annually with a ! of al t 3.000.000 
in 1923 and a maximum of about 5,000,000 O30. « 
the section below Twentv-eighth Street Dur period 1924 { 
average annua ‘Ommerce CONSISTE | of 2.500.000 ¢ tra rm 
Gowanus Canal and 1,500,000 tons handled in 1 tion be 
18-foot channel. During the vears prior to the late war ( er 
of petroleum products coal, grain, ores al coa bea i i uy 
In addition, car ferry traffic handled in the 26-for ( mm during t ! rd 1924 
to 1947 averaged 97,400 tons annually During M6 and 1947 
26 feet or more made 208 trips in Gowa { t ' 
vessels with drafts between 28 and 30 fee« und 29 trips bi ess raf 
between 30 and 52 eet During | 47 | st re¢ ) 
1 trips of steamers draw SS ) 1) HES 
paired 917 vessels « 240) PAS] 
aft and ocea y ( ( i 
Wa aqurin The Vea};r LOANS ty ( i 
estimated at 1.227.400 tons for the 26-foot cha | 79.71 
Henry Street Basin Prospect i i I 
vessels is estimated at 1,317,000 tons wi Henry St 
68.000 tons of grain, 12,000 tons of gener: il and YO.000 
t. Local interests desire deepening of the existing 26-foot and 18 a 
in Gowanus Creek to 30 feet to a line opposite the upper end of the Colonial Sa 
«& Stone Corp. bulkhead: 1g] ola i ‘ Hlenr mtr i 






30 feet deep and 100 feet wide for a dista e of 1.000 feet. thence 15 feet ‘ 
100 feet wide to the head of the basi L tye ial? that ‘ mipre emel 


produce annual benefits estimated at 8525.000, ¢ of S100.000 





elimination of delavs in waiting for tides, 850,000 





iF l a | 
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branch channel 30 feet deep and 150 feet wide in the lower 1,000 feet of Henry 
Street Basin. He states that existing depths in the upper part of Henry Street 
Basin are adequate for the type of vessels using that part of the basin. The cost 
is estimated at $428,000 of which $287,000 is Federal, consisting of $227,000 for 
enlarging the main channel and $60,000 for dredging the channel in Henry Street 
Basin; and $141,000 is non-Federal, consisting of $116,000 and $25,000 for deep- 
ening the approaches and berths along the Gowanus Creek and Henry Street 


Basin channels, respectively. The Federal annual cost of maintenance is esti- 
mated at $1,500 in addition to that now required, ali for the channel in Henry 
Street Basin. The annual carrving charge is estimated at $18,670 of which $13,770 


is for Gowanus Creek channel and $4,900 is for the channel in Henry Street Basin. 
The district engineer states that the improvement would relieve congestion on 
the waterway by spreading the traffic of deep-draft vessels throughout the day 
instead of only during the hours of high tide, and would eliminate the hazards of 


grounding. It would also facilitate access to the new grain pier of the Port of 
New York Authority and another pier along the Henry Street Basin. Based on 


present commerce carried in deep-draft vessels, the annual savings from elimina- 
tion of delays are estimated at $36,500 for Gowanus Creek channel and $6,000 
for the channel in Henry Street Basin. The indicated benefit-cost ratio is 2.65 
for Gowanus Creek channel, 1.22 for the channel in Henry Street Basin, and 2.28 
for the total improvement. He concludes that the further improvement of the 
project is justified and therefore recommends it subject to the conditions that 
‘al interests provide without cost to the United States all lands, easements, and 
hts-of-way for the construction and maintenance of the project, when and as 
required; deepen the approaches and berths at the ship terminals in order to 
secure the full advantages of the deeper channels; and hold and save the United 
States free from claims for damages as a result of the improvement. The division 


engineer concurs 


rig 
Piss 


6. Local interests were informed of the recommendations of the reporting 
officers and invited to present additional information to the Board. Careful 
consideration has been given the communications received. 


VIEWS AND RECOMMENDATIONS OF THE BOARD OF ENGINEERS FOR RIVERS AND 
HARBORS 


7. The Board of Engineers for Rivers and Harbors concurs generally in the 
views and recommendations of the reporting officers. The improvement would 
relieve congestion in the Gowanus Creek channel and provide suitably for the 
needs of deep-draft navigation both in that waterway and in the Henry Street 
Basit The anticipated benefits are considered sufficient to justify the expendi- 

ire required for the work. 

8. Accordingly, the Board recommends modification of the existing project for 
Gowanus Creek Channel, New York, to provide for deepening the existing 26-foo 
hannel to 30 feet at mean low water, including extension of the deepened channe! 
about 500 feet into the existing 18-foot channel and widening of the channel at 
tt WINCcttIO! with t} e ‘XIStINg 10-foot proj ct of Bay Ridge and R d Hook Chan- 

ls, and for a branch channel 30 feet deep at mean low water and 150 feet wide 
n the lower 1,000 feet of Henry Street Basin, all generally in accordance with th 
plans of the district engineer and with such modifications thereof as in the di 





r of the Chief of Engineers may be advisable, at an estimated cost to the 
\ d States of $287,000 for construction and $1,500 annually for maintenance 
n addition to that now required, subject to the condition that local interests giv 
assurances satisfactory to the Secretary of the Army that they will: (a) Provide 
without cost to the United States all lands, easements, and rights-of-way for the 
mstruction and maintenance of the project hen and as required; (6) deepen 
he approaches and berths at the ship terminals in order to secure the full advat 
tages of the deeper channels; and (c) hold and save the United Stat free from 
lamages due to the construction works; and also subject to the condition that no 
lredging shall be done by the Federal Government within 50 feet of anv wharf o1 
tructure unless a waiver of damage is signed by all parties having an interest it 
ich wharf or structure or by the port authorities or other financially competent 
ave1 

For Board 


J. S. BraGcpon 
I) gad er ¢ eve ral. ( hatrmarn 


The Clief of Engineers concurs in the views and recommendations 
of the Board. 
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THE ILLINOIS WATERWAY —DIVERSION OF WATER FROM 
LAKE MICHIGAN 


JUNE 16, 1952.—Committed to the Committee of the Whole House on (Te Staite 


of the Union and ordered to be printed 


Mr. Larcapg, from the Committee on Public Works, submitted the 


following 


REPORT 
(To accompany H. R. 8165 


The Committee on Public Works, to whom was referred the bill 
(H. R. 8165) to authorize the State of Illinois and the Sanitary District 
of Chicago, under the direction of the Secretary of the Army, to help 
control the lake level of Lake Michigan by diverting water from Lake 
Michigan into the Illinois waterway, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The committee held hearings on H. R. 6080, TH. R. 6098, H.R. 6100, 
H. R. 6956, and House Joint Resolution 372, during which time testi- 
mony was offered by Federal, State, and local officials, Members of 
Congress, and others interested in leoislation providing for diversion 
of water from Lake Michigan. 

At the conclusion of the hearings, the committee adopted certain 
amendments to these bills, and H. R. 8165 was introduced as a sub- 
stitute measure. 

The Illinois River and connecting channels, including the Chicago 
drainage canal, constitute the Illinois waterway which is under Federal 
improvement by the construction of locks and dams, supplemented by 
dredging, to provide a 9-foot channel] betwe en the Mississippi River 
and the head of the Federal project for lake-boat navigation on the 
Chicago River. The River and Harbor Act of July 3, 1930, authorized 
improvement of the Illinois waterway and provided that the water 
authorized to be diverted hy the decree of the Suprenry Court “‘Is 
hereby authorized to be used for the navigation of said waterway.” 

The act provided further that, as soon as practicable after comple- 
tion of the waterway, the Secretary of the Army was to report to the 
Congress ‘‘the minimum amount of flow that will be required annually 
to meet the needs of such waterway and that will not substantially 
injure the existing navigation on the Great Lakes to the end that 
Congress ma take such action as it may deem desirabl 
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House Document 184, Seventy-third Congress, contains the report 
called for by the act of July 3, 1930, with these findings, among others: 


aside from sanitary requirements, the minimum average flow from Lake 


lichigan required to meet the needs of a commercially useful waterway in the 
Illinois River is a direct diversion of 1,500 cubic feet per second in addition to 
domestic pumpage by the city of Chicago. It does not appear possible to arrive 
at a conclusive determination whether this flow will afford suitable sanitary con- 


ditions on the waterway after the sewage purification plants at Chicago have been 
completed and placed in operation, 

That report was submitted to the Congress on December 7, 1933. 
Commerce on the Illinois waterway, which amounted only to about 
200,000 tons in 1933, has increased to over 16,000,000 tons in 1950. 
The diversion since 1938 has remained at 1, cubic feet per second, 

Testimony was presented to the committee by the Sanitary District 
of Chicago that $191,000,000 has been expended toward sewage treat- 
ment since 1930, and that substantially all (99 percent by volume) 
of the sewage has been receiving complete treatment since April 1950. 
Even with complete treatment there still appears to be serious pollu- 
tion in the upper reaches of the waterway. It was testified that ex- 
haustive studie ‘'s by competent sanitary engineers indicate an increased 
diversion of 2,000 cubic feet per second above the present 1, - cubic 
feet per second would remedy the conditions complained of in the 
Illinois waterway from Chicago to the Mississippi River. 

The committee feels that in view of the radically changed conditions 
since the 1933 report was made to Congress, the Secretary of the Army 
should cause a new study to be made. Testimony of the Deputy 
Chief of Civil Works for Rivers and Harbors, Corps of Engineers, 
indicated that such a study should extend over a period of 3 years and 
also that experimental temporary increases in annual average diver- 
sion of not to exceed 1,000 cubic feet per second should be authorized 
during the course of the study. This smaller diversion, during the 
study, could have little adverse effect on lake or river interests and 
would afford an opportunity to secure much valuable information on 
the exact effects of an increased flow. The lowering effect on the 
Lakes of the additional 1,000 cubic feet per second would be less than 
| inch on Lakes Michigan-Huron and about one-half inch on Lakes 
Erie and Ontario, and these effects would not be realized until several 

ears after the increased diversion commenced. 

H. R. 8165 incorporates these recommendations of the committee. 
The bill authorizes the State of Illinois and the Sanitary District of 
Chicago, under the supervision and direction of the Secretary of the 
Army, to withdraw from Lake Michigan, in addition to all domestic 
pumpage, a total annual average of 2,500 cubic feet of water per 
second, to flow into the Illinois waterway for a period of 3  vears 
from enactment of this act. It further provides that the Secretary of 
the Army shall study the effects of the increased diversion so authorized 
and shall report to the Congress the results of such study on or before 
January 31, 1955. 

The committee is of the view that the experimental increases and 
the study authorized in this bill will afford an opportunity to secure 
much valuable information on the exact effects of an increased flow 
through the Ilinois waterway. 

lhe committee has been advised by the Corps of Engineers, De- 
partment of the Army, that it has no objection to the provisions of 
this bill. 
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AMENDING SECTION 3115 OF THE REVISED STASU EHS 


JUNE 16, 1952 Committed to the Committee of the Whole House en the Stats 


of the Union and ordered to be printed 


Mr. Kina of California, from the Committee on Ways and Means, 


submitted the following 


REPORT 


Po accompany H. R. 6245 


The Committee on Ways and Means, to whom was referred the bill 
(H R. 6245) to amend section 3115, Revised Statutes, as amended, 
having considered the same, report favorably thereon with amend- 


ments and recommend that the bill, as amended, do pass 
The amendments are as follows: 


Page a line 5, insert after the quotation marks and befor sal 
the following: “Src. $115." 

) ‘ ‘ , é 4] ] 4 

Page 2, line 12, insert after ‘‘ecargo the following 
i 1 tha (} I — { ‘ 
reasonably have been foreseen when t! e | ted S 


Section 3114 of the Revised Statutes Miposes a dl ity on  equip- 
ments, or any part thereof, including boats, purchased for, or thy 
repair parts or materials to be used, or the expenses of repairs made U 


a foreign country’? upon American-flag vessels engaged in the foreign 
or coasting trade. Section 3115 of the Revised Statutes provides 
for the remission or refund ot the duties imposed by section 3114 
in certain cases. The effect of the bill as reported is to add a new 
paragraph (3) to section 3115 of the Revised Statutes to provide for 
the remission or refund of duties upon equipments, or parts thereof 
or materials, or labor, used as dunnage for cargo, or for the packing 
or shoring thereof, or in the erection of bulkheads or other simular 
devices for the control of bulk cargo, or in the preparation of tanks 
for the carriage of liquid cargo, if the need for such equipments, or 
parts thereof, or materials could not reasonaly have been foresee 
when the vessel left the United States 

The committee has been advised that the provisions of the bill 
would be beneficial to foreign trade in American-flag vessels and that 
there would be no actual loss of business to our shipyards as a result 
of its provisions. 





AMENDING SECTION 3115 OF THE REVISED STATUTES 





The following reports on the bill, as introduced, were received from 
the Department of Commerce and the Department of the Treasury. 


THE SECRETARY OF COMMERCE, 
Wasi ngton 25, np ¢ 
Hon. R. L. Dovauron, 
(ha man, Committee on Ways and Veans, 
House of Representatives, Washington, D. ¢ 
Dear Mr. CuarrmMan: This letter is in reply to vour communications of 
February 1, 1952, and March 31, 1952, requesting the comments of the Depart- 
ment concerning H. R { 


{ ii 
alrne nde d 


6215, a bill to amend section 3115, Revised Statutes, as 


The bill would amend section 3115 of the Revised Statutes, as amended (19 
U.S. C., see. 258), relating to remission of duties imposed on foreign-made equip- 
ment or repairs for vessels under section 31 


or refund of duties on foreign equipment, materials, or labor used in connection 


14, in order to provide for remission 


with dunnage for cargo or for packing, bulkheads, or other devices for cargo 
control. 
The amendment would permit installation abroad, without payment of duty 


of facilities on vessels for handling shipments of a tvpe not usually carried, and 


thus enable vessels to seeurt cargoes for home Wal» 1 vovage which thev wo ild not 


otherwise be eq lipped to handle The proposal should benefit all operators of 
the United States flag vessels and would appear to have no adverse effeet on the 
activities of the Department. It is believed that it would be beneficial to foreign 


trade in American-flag vessels and that there would be no actual loss of business 
to our shipvards from this provisior 
Che proposed amendment was included in a bill, H. R. 6512, of the Eightv-first 


Congress, which, however, contained other amendments which were of a contro- 





versial character, by reason of alleged adverse effect upon the shipbuilding and 
‘epair industry 
The Department of Commerce believes that it is desirable to condition remission 
or refund on a showing that the need for the repairs or equipment could not 
reasonably have been foreseen when the vessel left the United States. 

Subjeet to the suggestion made above, this Department recommends enactment 
of H. R. 6245 


Due to the urgenev of 


f vour request, we have been unable to secure clearance 
from the Bureau of the Budget If we can be of further assistance in this matter, 
please call upon u 
Sincere] irs 

THoomas W. S. Davi 
Ieting Secretary of Commerce 
AprRiIL 2, 1952 
HHon. Ronerr L. DouGcuron, 


Cha man, Committee or Ways and Means, 
Hlo ise ol Rep esentative s, Wasi ngton, D ( 
My Dear Mr. CuarrmMan: Further reference is made to vour letter of February 
», 1952, requesting a statement of this Department’s views on H. R. 6245, to 
amend section 3115, Revised Statutes, as amended. 
Sect i 





3115, Revised Statutes, as amended, provides for the remission or re- 
fund of duties for repairs to vessels and the parts used therein when a vessel is 
compelled, by stress of weather or other casualty, to put into a foreign port and 
purchase equipment or make repairs to secure the safetv and seaworthiness of the 


vessel in order to enable her to reaeh her port of destination The pronvosed 
} 
ill 


legislation would amend this section to extend such exemption from ¢ itv to equip- 
ment, or parts thereof, or materials, or labor, used as dunnage for cargo, or for 
the packine or shoring thereof, or in the erection of bulkheads or other similar 


devices for the control of bulk cargo, or in the preparation of tanks for the car- 
of liquid cargo 





lhe Department anticipates no unusual administrative difficulties and, there- 
12} 


fore, woule have no objection to the enactment of the proposed legislation 
The Department has been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to vour Committee 
Very truly vours, 





Joun S. GRAHAM, 
leling Necretar { of thie Tre rsury 











AMENDING SECTION 3115 OF THE REVISED STA 


CHANGES IN EXISTIN(¢ LAW 


In compliance with paragraph 2a of rule XIIT of the R 
House of Representatives, changes in existing law made b 
as introduced, are shown as follows (existing law propose: 
omitted is enclosed in black brackets, new matter is printe: 
existing law in which no change is proposed is shown in rot 


SECTION 3115 OF THE REVISED S1 AS AME? 4 ~ 








vas compelled Dv stres ) wea I 
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the safetv and seaworthiness of the f ( il 
of destination Or 
2) CThat]that such equiy 
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then the Secretary of the Treasury is author 
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license, or renewal of eit hi sha reafter | 
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TO INCLUDE HORTICULTURAL COMMODITIES WITHIN THE TERM 
“AGRICULTURAL COMMODITIES” FOR THE PURPOSE OF THI 
AGRICULTURAL EXEMPTION FOR MOTOR CARRIERS IN THI 
INTERSTATE COMMERCE ACT 


JuNE 16, 1952.—Committed to the Committee of the Whole House on the St 


ace 
of the Union and ordered to be printed 
ae ONE: oe 
Mr. THornperry, from the Committee on Interstate Sind or¢ign 


Commerce, submitted the following 


REPORT > 


{To accompany 38. 2357 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 2357) to provide that horticultural commodi- 
ties shall be included within the term “agricultural commodities” 
for the purpose of the agricultural exemption for motor carriers in 
the Interstate Commerce Act, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The report of the Interstate Commerce Commission dated June 9, 
1952, is attached herewith. 


PURPOSE AND NEED OF LEGISLATION 


The purpose of this legislation is to clarify the meaning of para- 
graphs (4a) and (6) of section 203 (b) of the Interstate Commerce 
Act bv specifically including horticultural commodities, such as 
nursery stock, flowers, and bulbs, within the definition of agricultural 
commodities. Under these sections, exemptions from certain re- 
quirements of part IL of the Interstate Commerce Act are extended to 
‘motor vehicles controlled and operated by anv farmer when used in 
the transportation of his agricultural commodities and products 
thereof, or in the transportation of supplies to his farm’? and also to 
“motor vehicles used in carrving property consisting of ordinary live- 
stock, fish (ineludine shellfish, or agricultural commodities ot 
including manufactured products thereof).”’ 

The Interstate Commerce Commission has held in its report in 
Determination of exempt Agricultural Commodities (52 M.C.C. 511) 
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AGRICULTURAL EXEMPTION FOR MOTOR CARRIERS 


that nursery stock, flowers, and bulbs are not agricultural commoditics 
within the meaning of the sections quoted above. Testimony 
presented to the Senate Committee on Interstate and Foreign Com- 
merce has clearly demonstrated that horticultural commodities, such 
as nursery stock, flowers, and bulbs, are agricultural commodities; and 
therefore, that motor vehicles transporting horticultural commodities 
should be treated in the same manner, so far as the foregoing sections 
of the Interstate Commerce Act are concerned, as motor vehicles 
transporting other agricultural commodities. 

This legislation is needed in order to correct the present inequity 
applicable to the growers of horticultural commodities, such as nursery 
stock, flowers, and bulbs, since the Interstate Commerce Commission 
has excluded horticultural commodities (with some exceptions) from 
the definition of agricultural commodities. It is the belief of the com 
mittee that there is no sound basis for distinguishing horticultural 
commodities from “agricultura commodities” as used in paragraphs 
(42) and (6) of section 203 (b) of the Interstate Commerce Act 

S. 2357 will remove this inequity upon the transportation of horti 
cultural commodities. No objections have been pre sented to the inelu- 
sion of horticultural commodities within the meaning of “agricultural 
commodities” as used in the above-mentioned sections. 


LETTER FROM INTERSTATE COMMERCE COMMISSION 


INTERSTATE COMMERCE COMMISSION, 
Washington, 25 D. C., June 9, 1952. 
Hon. Rosert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Re pre sentatives, Washington, Dt. 


My Dear CHATRMAN CrossER: Your letter of June 4, 1952, addressed to the 
Chairman of the Commission and requesting a report and comments on 38. 2357, 
to provide that horticultural commodities shall be included within the term “agri- 
cultural commodities” for the purpose of the agricultural exemption for motor 
carriers in the Interstate Commerce Act, which was passed by the Senate on June 
2, 1952, has been referred to our legislative committee. After careful consideration 
by that committee, | am authorized to submit the following comments in its behalf: 
S. 2357, as passed by the Senate, would amend clauses (4a) and (6) of para- 
graph (b) of section 203 of the act to read as follows (new matter italicized) : 

‘(b) Nothing in this part, except the provisions of section 204 relative to 
qualifications and maximum hours of service of emplovees and safety of operation 
or standards of equipment shall be construed to include * * * (4a) motor 
vehicles controlled and operated by any farmer when used in the transportation 
of his agricultural (¢ncluding horticultural) commodities and products thereof, 
or in the transportation of supplies to his farm;or * * * (6) motor vehicles 
used in carrying property consisting of ordinary livestock, fish (including shell 
fish), or agricultural (including horticultural) commodities (not including manu- 
factured products thereof), if such motor vehicles are not used in carrying any 
other property, or passengers, for compensation; * * = *” 

This amendment is evidently a result of the Commission’s decision in Determi- 
nation of Exempted Agricultural Commodities (52 M. C. C. 511), wherein we 
interpreted the meaning of the words ‘‘agricultural commodities (not including 
manufactured products thereof)’’ in section 203 (b) (6). In that proceeding we 
examined the legislative history of this partial exemption, and found that in 
explaining the object of this provision, a committee member had stated: 

“The object was to help the farmer and keep him out of any regulation what- 
soever or insofar as handling unprocessed agricultural products or livestock on 
the farm. (P. 12213, Congressional Record, pt. II, vol. 79, 74th Cong., Ist 
SesS. ) 

We concluded that Congress had in mind generally the commonly understood 
meaning of the word ‘‘farm,’’ so as to embrace the edible products usually grown 








MOTOR CARRIER 


AGRICULTURAL EXEMPTION FOR 





by the farmer and those commodities generally ¢ . red to be 1 
farming’’ or attached to the farm Pherefore mn 
stock, flowers, and bulbs were not consider as prod i 
term is generally used 
There is some question as to whether the ter: wricultural 
cultural) commodities’? would include rser toch I) f the explana 
tion in the Senate report. however, that the purpo f ymend 
“horticultural commodities such as nurse toc] flower | 
amendment would probably be interpreted id nurs 
with the obvious legislative intent 
For your convenience we are attachi ! t M 
1952, addressed to Senator Edwin ¢ J 
Interstate and Foreign Commerce of the | ted St: ~ 
commented on S. 2357, as originally introdue - WV 
attaching two copies of our testimony befor Sena 
Senate hearings, pp. 428-431 
Respectfully submitted 
\ | ). VV ~ 
Cy j 
CHANGES IN. EXISTING 
la compliance with paragraph 2a of rule XII of the Rules of the 
House of Representatives, changes in existing law made by the bill 
as passed by the senate, are shown as follows (new matter is printed 
in italics, existing law in which no change is proposed is Shown in 
roman) : 
INTERSTATE COMME! \. 

See 203. (b ta motor vel IK les controlled 1 poe Lb i 
used in the transportation of his agricultural } 1 
and products thereof, or in the transportation supplies to his far ir (Oo 

+ * * * * 

Sec. 208. (b) (6) motor vehicles used in carrving property consistl t ord 
nary livestock, fish (includi rr agricultural (2 nq hort lura 
commodities (not including tured prod thereof if suc 
vehicles are not used in ec: er prope or passe I ( 
perrsation; or (7) * * * 

‘ x * r ‘ ‘ 


* 
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AMENDMENT TO INTERSTATE COMMERCE ACT, 1 INCR 
AMOUNT OF SECURITIES WHICH MAY BE ISSUED BY MOTOR 
CARRIERS WITHOUT COMMISSION APPROVAI 


JUNE 16, 1952 Commit ed to the (Committee | \WV I ( He ( tiie Sta ( 


of the Union and ordered to be printed 


Mr. Harris. from the Committee on Interstate and Foreign Commerce 
submitted the following 


REPORT s 


{To accompany S. 2360 


The Committee on Interstate and Foreign Commerce, tosvhem 
was referred the bill (S. 2360) to amend the Interstate Copi¥merée 
Act to increase the amounts of securities issued by motorogarritrs 
without requiring approval by the Interstate Commerce Commission, 
having considered the same, re ce favorably thereon without amend- 
ment and recommend that the bill do pass 


PURPOSE AND NEED OF THE LEGISLATION 


This legislation is designed to make more realistic the dollar limits 
to the issuance of securities by motor carriers, above which carriers 
must secure the approval of the Interstate Commerce Commission, by 
doubling the amounts which may be issued without Commission 
approval. 

Section 214 of the Interstate Commerce Act (a section of the Motor 
Carrier Act of 1935) provides that motor carriers shall be subject te 
the provisions of section 20a (pars. 2 to 11, inclusive), which require 
railroads to secure Interstate Commerce Commission approval to the 
issuance of new securities. Section 214, however, exempts from this 
requirement the issuance of securities, the par value of which, together 
with the par value of the securities then outstanding, does not exceed 
$500,000. It also exempts the issuance of notes maturing in 2 years 
or less, including all outstanding obligations maturing in 2 years or 
less, aggregating not more than $100,000. 

The Interstate Commerce Commission was first given control ovet 
the issuance of securities by carriers (railroads) in the Transportation 
Act of 1920 for two reasons: 
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AMENDMENT TO INTERSTATE COMMERCE ACT 


(1) To make certain that the basis for a fair return on invest- 
ment (one of the standards used in rate making) was not unduly 
expanded, and to prevent the capital structures of carriers from 
being unduly broadened. 

(2) To prevent the issuance of securities for purposes designed 
to promote the private interests of stockholders. 

Reviewed in the light of present-day conditions, however, the 
committee feels that the dollar limits for motor-carrier securities fixed 
in 1935 should be revised. Inflation alone since that time makes the 
present dollar worth much less. Limits which might have been 
considered adequate in 1935 should be approximately doubled simply 
to give effect to the impact of inflation. It is worthy of note that, 
in view of inflation, the Commission itself has doubled the amount of 
dollar revenue by which it classifies carriers. 

‘The need for short-term money to supplement working capital has 
also been particularly pronounced in the past 2 vears, due in part to 
the heavy volume of Government traffic. Many carriers have found 
it necessary to borrow money in order to earry a Government account, 
the United States being relatively slow in paving its freight bills. 

Under existing conditions, the filing of applications for the issuance 
of securities by motor carriers has proved burdensome and, to a large 
extent, unnecessary. The committee feels that the increased limits 
proposed in this bill will preserve for the Commission all of the 
authority required to protect the public interest, and it will also tend 
to reduce some of the burdens bogging down Commission activities 
and procedures. 

Hearings were held on this bill before the Senate Committee on 
Interstate and Foreign Commerce in March and April of 1952. 
Several witnesses representing the trucking industry and the Inter- 
state Commerce Commission testified in favor of the bil. 


SCOPE OF THE LEGISLATION 


The bill applies only to motor carriers coming under the provisions 
of section 214 of the Interstate Commerce Act, 1. e., common and 
contract carriers by motor vehicle. The bill simply deletes the figures 
“$500,000” and “$100,000” in the first proviso of section 214, and sub- 
stitutes therefor the figures “$1,000,000” and ‘‘$200,000”, respectively. 


LETTER FROM INTERSTATE COMMERCE COMMISSION 


INTERSTATE COMMERCE COMMISSION, 
Washington 25, D. C., June 11, 1952 
Hon. Rorert CROSSER, 
Chairman, Committee on Interstate and Fore qn (‘ommerce, 
House of Re presentatives, Washington, dD. Cc’. 

My Dear CuarRMAN Crosser: Your letter of June 4, 1952, addressed to the 
Chairman of the Commission and requesting a report and comments on 8, 2360, to 
amend the Interstate Commerce Act to increase the amounts of securities issued by 
motor carriers without requiring approval by the Interstate Commerce Commis- 


sion, which was passed by the Senate on June 2, 1952, has been referred to our 
legislative committee, After careful consideration by that committee, I am au 
thorized to submit the following comments in its behalf: 
Section 214 of the act now reads as follows: 
Common or contract carriers by motor vehicle, corporations organized for the 
purpose of engaging in transportation as such carriers, and corporations authorized 


by order of the Commission to aequire control of any such carrier, or of two or 
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more such carners, shall be subject to the provisions of paragraphs 2 to 1 
sive, of section 20a of part I of this Act (ineludir penalties app 


violations thereof): Provided, however, That said pr Lons | a} 


such carriers or corporations where tle par 











together with the par value of the securiti yuitstandit 1 ot « 
$500,000, nor to the issuance of notes of a u I I 0 ea or i 
aggregating not more than S100,000, which notes ager it 
Ing all outstanding obligations maturing tw ( 
reference to the percentage which sal a t 
stand ecuriti i he « of ( \ 
for the purpose of section shall be the fa 
issue: Provided, furts That, the exempti ' Secu 
Act, 1933 herebv ame led to read a \ r | , 
COoTmInOn r contract carr the Issua ) ) 
section 20a of the Interstate Commerce A 

Ss. 2360 would amend section 214 by tr f I S500.000 
first pro Oo and inserting the fleu 41.000.000 ( ‘ 
out the figure S100.000°7 in the first pro re S200.000 
n lieu t! reaf 

This Commission has uniformly held that er the S500.000 
first proviso of section 214 it is unnece ry fora I rrier t 4 
from the Commission to issue securith : ( hye ota un} t { s¢ \ri- 
ties Outstanding after such issue does not exceed $500,000 By our order dated 
September 21, 1944, in Docket No. Mé 2628 I (‘om { ! 1. 
dismissed the application of the East Texas Motor Freight nes for ; 
to issue $150,000 of short-term notes for the reas« i fter the ance of 
proposed short-term notes, the total amount of the earrier’s outst ling secul 
would not exceed $500,000, and the proposed shor erm notes for SL50.000 e 
be issued under the exemption referred to above hu he $100,000 limitation 
on the issuance of short-term notes without Com1 suthor rie nite 
plav only when the total amount of securitis { na 
templated short-term issue, exceeds $500,000 
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likewise be doubled, as provided ~ 2260 

We have 0 objection to the LdoODp ) f SS. 2560 

fespectfull it) tte { 
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AMENDMENT TO INTERSTATE COMMERCE ACT 
CHANGES IN EXISTING LAW 
In compliance with paragraph 2a of rule XITI of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
passed by the Senate, are shown as follows (new matter is printed in 


italics, matter Laer psa to be omitted in bri ackets, existing law in 
which no change is proposed is shown in roman) 


INTERSTATE COMMERCE ACT 


Sec. 214. Common or contract carriers by motor vehicle, corporations organ 
ized for the purpose of engaging in transportation as such carriers, and corpora 
i 


tions authorized by order of the Commission to acquire control of anv such carrie: 
or of two or more such carriers, shall be subject to the provisions of paragraphs 2 
to 11, inelusive, of section 20a of pert 1 of this Act (including penalties applicable 
in cases of violations thereof): Provided however, That said provisions shall not 
upp! to such ete a or comnerations tine the pal value of the se curities to be 


issued, together with the par value of the securities then outstanding, does not 
exceed [$500,000] $1,000,000, nor to the issuance of notes of a maturity of two 
vears or less and aggregating not more than [$100,000] $200,000, which notes 
aggregating such amount including all outstanding obligations maturing in two 
years or less may be issued without reference to the percentage which said amounts 
bear to the total amount of outstanding securities. In the ease of securities havin: 
no par value, the par value for the purpose of this section shall be the fair marke 
value as of the date of their issue: Provided further, That the exemption in section 
3 (a 6) of the ‘‘Securities Act, 1933” is hereby amended to read as awe: * </? 
Any security issued by a common or contract carrier, the issuance of which is sub 
ject to the provisions of section 20a of the Interstate Commerce Act, as amended; 


a 


© 
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DEFENSE PRODUCTION ACT AMENDMENTS OJ] 52 


June 16, 1952 Committed to the Committ f \\ H State 


Mr. Srence, from the Committee on Banking and Currency, sub- 
mitted thre follow Hie 


REPORT 


{To accompany H. R. 8210 
The Committec Ol Banking and Cu rel \ LO hom is I I i 
the bill (H. R. 8210) to amend and extend the Defense Production 
Act of 1950, as amended, and the Housing and R t Act of 1947 
aS amended, having considered the S.Altit port tavo ably hereo! 
without amendment and recommend that the bill do pass 
INTRODUCTORY STA MI 
In 1950 following the North Ko enlh attack Ol Ulie Rep Ol 


Korea, the United States launched a program for mobilization of its 
military and economic strength to carry out its policy of opposing acts 


of aggression and promoting peace The Congress provided thi 
statutory foundation for this effort in the Defense Production Act of 
1950. The defense-mobilization program has been described in pre- 
vious reports of your committee and of the Joint Committee on 
Defense Production authorized by the act for the purpose of rev Ving 
the execution of programs established unde 

The Defense Production Act will expire on June 30, 1952. Your 
committee has held extensive hearings on the desirability of extending 
and amending that legislation At these hearmgs which were con- 


ducted on H. R. 6546, and were held during the period April 21 to 
Mav 28, comprehensive testimony was received from Government 
officials conducting the mobilization program and from spokesmen 
for many private groups and organizations representing all segments 


of the economy. 











DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


NEED FOR EXTENSION OF THE DEFENSE PrRopUctTion At 


One aspect of mobilization was presented clearly and without dis- 
pute in the testimony. The basic and controlling fact fact bearing on 
the extension of the act is that the Nation is only about half way 
through its program of rapid build-up of its armed strength and its 
industrial mobilization base and continuing tensions in the interna- 
tional situation require that this build-up be completed 

The program was originally conceived as covering the 3  vears 
1951-53, inclusive. By leveling somewhat the peaks and declines of 
production, it has been modified to a so-called plateau pattern cover- 
ing 4 vears. The vear of making ready was 1951 This vear, 1952, 
is to be one of acceleration of military production. The delivery levels 
scheduled to be attained near the end of 1952 are then to be main- 
tained during 1953 and 1954. 

Deliveries as a whole are scheduled to climb to about S10 billion a 
quarter by the end of this vear, and remain at that level for the next 
2 vears. Of the approximately $94 billion av: ailable to date for mili- 
tarv procurement, about three-fourths has been ob lig ited in contracts 
with industry and orders to Government arsenals and shipyards. 
The S38 billion estimated for milits ary procurement and construction 
in the 1953 budget brings to $132 billion the total now appropriated 
and requested for these purposes. Against this, an estimated $26 
billion has been delivered. 

Thus, depending on legislative action on the 1953 budget, there 
will remain in excess of $100 billion to be converted into delivered 
items of military production. Last vear, $20 billion were expended 
on our military rearmament. During the current fiscal vear, we will 
spend about $43 billion, and during 1953, depending on legislative 
action now pending, about $60 billion. 

This vast sum should be thought of in terms of its effects upon our 
national economy. It means millions upon millions of components, 
subcomponents, and assemblies moving through the production 
system. For the necessary raw materials, it means the military and 
atomic energy programs will in the coming fiscal vear take by them- 
selves a fifth of all our steel, a third of all our copper, and two-fifths 
of-all our aluminum; and already are taking from one-half to nine- 
tenths of such metals as magnesium, nickel, cobalt, and columbite. 
It means intensification, with Government assistance, of the research, 
exploration, and development needed to increase our supplies. It 
means additional private expenditure over the next vear or two of 
about $13 billion for expansion of production capacity for electric 
power, chemicals, machinery, steel, petroleum, machine tools, and 
transportation equipment. It means corresponding amounts of pur- 
chasing power going tato our economy. In sum, it means a vast 
increase in military and civilian demand, seeking a supply — of materials, 
facilities, housing, food, and other items—which is not vet suffi- 
ciently expanded to absorb it without dislocation and ioflation. It 
means pressure upon materials, away from defense needs and toward 
more profitable and long-range civilian customers; and potential up- 
ward pressure upon prices, wages, and rents. ‘This pressure must be 
contained until the combined expansion in supply and reduction in 
defense-created demand create a better balance. 
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Until this better balance is achieved, it is clear, in the opinion of 
vour committee, that the powers contained in the Defense Production 
Act will continue to be needed in order to insure completion of the 
last half of the defense mobilization program, which is the key to our 
security as a nation. 


Propt CTION 


MILITARY REQUIREMENT? 


Present military goals call for an Air Force of 143 wings, an Arm 
of 21 full-strength divisions, a Navy with 408 active combat ships and 
16 large carrier air groups, and a Marine Corps of 3 divisions 

The production of Yuls and plane Ss and anks tO meet thes oals 
must increase until the spring of 1953 t| 
throughout 1953 and 1954 

In the first quarter of 1952 deliveries of these milita I 1 OO 
reached $5.1 billion, or six times the rate o first quarter after th 
invasion of Korea. This is two-thirds of the way from the rate of 
mid-1950 to the peak rates scheduled for m MiUCtIO! i 
whole. Many individual items must rise much fast Production 
of combat aircraft, for example, is scheduled to increase during the 
vear to 2.5 times the rate ot Decemb« ¢r LOO] These high Vi ls rf 
production mean that military and A [¢ programs will call for 20 
percent of all our steel, over 30 percent of all our copper, and 40 
percent of all our aluminum during this coming vear. In certain 


other metals and minerals, the requirements of the military program 


are far greater. The military and AEC programs are taking 55 
cent of the total current consumption of magnesium, of nickel 7 
cent, and of columbite 95 percent, And these fractions do not reflect 
the additional indirect military demands which will be re 
plant maintenance and expansion, power development, machine tools, 
transportation equipment, strategic stocky 

supporting activities, 

Another aspect of this problem is the supply of raw materials for 
stockpile. We have completed only 33 percent of the objectives 
which have been established. Because of immediate demands, the 
rate of deliveries on many stockpile items has been slowed or halted 
and, in some cases, withdrawals from the stockpile have been made. 
As supplies are increased, more and more of these increases must be 
channeled to the stockpile. There are compelling reasons, in many 
cases, for completing some stockpile objectives in the shortest possible 
time—which means adding to the stockpile at rates faster than prior 
to Korea—even though an accelerated rate of stockpile deliveries 
delays a return to unrestricted levels of civilian production. 

These programs cannot be accomplished except by using the legal 
powers provided by the Defense Production Act. 


and othe aerense 


PRIORITIES AND ALLOCATIONS 


Under the authority granted in title I of the act, a system of priori- 
ties and allocations is in operation which diverts the necessary portion 
of flow of basic materials from normal civilian uses into defense 
production, and at the same time provides for allotment of the re- 


mainder among nondefense uses with a minimum of hardship, espe- 
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cially to small business. The basic purpose of such controls as the 
controlled materials plan is to bring down the leg: ly effective dem: ad 
to the approximate level of supply through the system of allotments. 
Enormous quantities of materials are necessary to accomplish defense 





objectives, and the diversion, as indicated above, is stringent in many 


instances. 


The allotments under the CMP from the fourth quarter of last vear 
through the third quarter of this vear are shown in the following 


summary as of April 22, 1952. It should be noted that because 


of 


rounding, the totals of individual allotment figures given above do 


not always equal the figure given for ‘*Total allotments.” 


Allot- 
ments exceed estimated supply, as experience has shown there 


Is 


inevitable nonuse of some CMP tickets due to changes in plans and 


other reasons. 


Carbon steel 


Chou is o 

Fourt! First 

juart art qu 

10° ] ) 
~ 19, 264 19,385 > 20,093 19. 946 
] ‘ll 710 2 hy 23. 488 
Def S If 149 9 2 120 
Cor 4+ 800 1AY $4 5, 460 
Mac \ j § 463 3. 16 3 69 3, SS7 
ry juip 9 148 S09 re 129 
( 1) sH4 l 2s WB? 
( . 633 ] Hu 546 
} ort 1. ( 1, 386 35 
All other 1, 337 1, 540 1, 649 1, 688 
Cor iT r coods 126 27 iu 1, 212 
M ‘ 3, O5t 2 714 » 688 2. 938 

Copper 
{Millions of pound 

Fourt! | t s nd 1 

jual I q 1 r 

105) 152 152 
Supply 166 42 1. 301 
lo sllot g } 494 4% 1, 512 
D 214 09 OND 269 
Cc 214 244 252 228 
Ma ery and equipmen 279 207 116 
Tra I mn july ent 9 l i 105 
Comp 104 22 2 237 
Con 
Exp 13 f 8 14 
All he t ] 139 
Co i “wt 5 Ro 
Mot 14 129 122 





| 
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Aluminum 


IM f 

{Million h 

} 
, 

Sup} 
4 
I ila 
Defer 
Cc ‘ 
{ 
Mact I 


As CMP has taken hold and holders of allotment ti ; became 
assured of obtaining their share of steel, pper, and aluminun 
any time during the allotment period, pressure on the mills has 
Some increases in supply and decreases in military demand have made 
possible additional allotments to less essential users n the second 
quarter of this year it was possible to distribute to the civilian economy 
about 1.5 percent more of the total supply of copper and 3 percent 
more of the supply of aluminum. But the current softening in de- 
mand is neither large nor uniform. For instance, when the general 


category “steel” IS CIV ided into its tvpes, this variation in the suppiv- 


| | 
demand balance is apparent. Sheet steel, at the time of the hea: Os, 
was generally in good supply. Light structural st was in fairly 
good supply On the other hand, heavv seamless tubing, used in a 
variety of military and defense supporting activities, was and will 
be in short supply. There was a shortage of heavy plat Iscal 1 
ship and atomic energy construction, and this shortage will continue. 
Those types of steel, particularly Dar Stee hich go into the ammuni- 


tion program, are extremely tight. The wl range of alloy steels 
presents the most acute shortage Situation 

In addition to granting increased allotments, it has been possible 
for the Defense Produetion Administr: LIOT bhial Che Vationa ) C= 
tion \uthority to relax or revoke controls : 
under the flexible powers granted in the act, in respons changing 


{¥ , 1 7 7% : 
CONAGLLLONS Your committee betleves tha he Poe O I wXa nh 
or removal of controls wherever and whenever possib hnouid be 
; 1 re 1 

vigorously pursued. The evidence presented to vour con ee shows, 


however, that the relaxation or revoca “viread accomplished 
do not demonstrate that all controls can be abandoned, or that the 
period ahead can be one of movement entirely in the direction of 
decontro] As various stages of the mobilizatio effort ar reached, 
areas. While plant expansion is being emphasized, construction 
materials are very short. When the new plants come into production, 
construction materials ease off 

facture STOW ticht. lt has b en necessal tO institul new mat is 


1 ] a ont ‘ { : 
some shortages are removed, but are replaced V ormers 1 ( { 


off and raw materials for actual manu- 
] ; l . } l ! ‘ rr} 

controis in recent months as defense aqdelanas Have Siw vec i i1e 

following table Ot materials-controls actions or the tirst quart of 


1952 shows this pattern. 


H. Rept. 2177, 82-2 
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REMOVAL AND RELAXATION OF ConTROLS ALREADY ErrecrEp BY NPA 


1. Sole leather, M-—34, revoked July 31, 1951: Rescheduling of military pro- 
curement and increase in domestic and foreign hides assured adequate supplies. 

2. Deerskins, M-29, revoked October 1, 1951: Decline in military demands 
for combat gloves resulted in revocation of order which reserved deerskins for 
military uses. 

3. Glass containers, M-—51, simplification and use, revoked December 29, 1951: 
Sound demand estimates for 1952 indicated that a sufficient level of production 
could be achieved despite increased use stemming from limitations imposed in 
active container areas. 

t. Sulfuric acid, M—45, schedule 3, revoked December 29, 1951: Under this 
schedule sulfurie acid had been subject to full allocation in 11 Western States. 
On the same date NPA Order M-94 was issued, retaining a minimum control over 
sulfuric acid. This order simply requires that each producer of sulfuric acid who 
is also a user of this material must maintain the same ratio between his monthly 
production and use of acid which he maintained during the calendar vear 1950. 
Thus sulfuric acid has been substantially decontrolled. 

5. Plastic tvpe nvlon, M—45, schedule 4, revoked January 15, 1952: Installa- 
tion of additional facilities during the summer of 1951 and the overcoming of raw 
material shortage in October 1951 resulted in a supply sufficient to meet all 
demands. 

6. Methyl chloride, M-—45, schedule 8, revoked January 15, 1952: Increased 
efficiency of operations and installation of new production facilities during the 
fall of 1951 overcame the estimated shortage (at the time of issuance of order) of 
500,000 pounds per month. Supply and demand balance achieved. 

7. Poly tetra-fluor ethvlene, M-45, schedule 2, revoked February 20, 1952: 
The sole producers’ limited supply capacity was increased slightly during the 
summer of 1951 and military demands dropped because of design changes incor- 
porating other materials. Future Munitions Board schedules remain at low levels. 

8. Storage batteries, M—93, revoked February 26, 1952: Increase in lead sup- 
plies due to break in world prices and settlement of strike, together with suspen- 
sion of import duty has resulted in a great easing of the supply. 

9. Cattle hides, calfskins, and kips, M-—35, revoked February 29, 1952: Mili- 
tary and civilian demand had fallen sharply and supplies increased. Allocations 
were increased to 100 percent or more of base since September while purchases 
sharply declined. 

10. Horsehides, cabrettas, sheepskins, sherlings, and kangaroo skins, M-—62, 
revoked February 29, 1952: Decline in military and civilian demand plus soft 
supply situation and inventory holdings indicated necessity for revocation. 

11. Steel strapping, M-—59, revoked March 25, 1952: The order was originally 
issued May 1, 1951, to conserve steel by preventing certain uses of strapping on 
light packages. Increase in supplies of steel strapping and substantial achieve- 
ment of the order’s objectives made revocation possible. 

12. Chemical wood pulp, M-72, revoked April 8, 1952: The supply of chemical 
wood pulp has eased sufficiently to permit revocation of the order. 

13. Cans, M-25, amendment, effective February 23, 1951: Permitted the use 
of tin in packing some products not previously permitted, including hams, spa- 
ghetti with meat balls and a few other items. 

Amendment, effective January 22, 1952, increased the quantity of cans that 
may be used to pack four low-cost basic food products (spaghetti and macaroni, 
chile with beans, nonseasonal soups and dried soaked beans) and two essential 
nonfood products (baby powder and mechanics’ hand-paste soap). 

Amendment, effective March 13, 1952, permitted canners and packers to use 
quota-free cans made from certain off-quality material which was specially 
allotted to can manufacturers by supplemental allotment. 

14. Construction, revision of CMP Regulation 6, effective March 6, 1952: 
Relaxed limitations on construction bv (1) increasing the amount of steel that 
may be obtained by self-authorization for smaller commercial, school, and other 
nonindustrial constructions; (2) increasing the amount of steel that may be 
obtained by self-authorization for road and highway construction; and (3) per- 
mitting use of foreign and used steel in addition to quantity which builder may 
obtain by allotment or self-authorization, provided that he will not thereby 
require greater amounts of copper or aluminum controlled materials than those 
for which he has received an allotment. 

15. Small users of controlled materials, direction 1 to CMP Regulation 1: 
Kiffective June 8, 1951, permitted manufacturers who use only small quantities 
of steel, copper, and aluminum to self-authorize their purchase orders in amounts 











DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 7 


up to 5 tons of carbon steel, one-half ton of alloy steel (except stainless), 500 
pounds of copper and 500 pounds of aluminum 

Amendment to direction 1, effective November 23, 1951, permitted a manu- 
facturer, beginning with the second quarter of 1952, to self-authorize his orders 
for controlled materials in amounts up to 30 tons of carbon steel, & tons of alloy 
steel (except stainless), 500 pounds of stainless steel, 3,000 pounds of copper, and 
2,000 pounds of aluminum, provided he does not self-authorize for a quantity 
in excess of his average quarterly use during 1950 

Amendment, effective April 30, 1952, increased the self-authorization limits 
beginning with the third quarter of 1952, to 60 tons for carbon steel, 16 tons for 
alloy steel (except stainless), and 4,000 pounds for aluminum, 

16. Rubber, M-—2: Amendment, effective Julv 17, 1951, removed the ban 
on spare tires for new passenger automobiles and raised the permitted use of 
rubber by small users from 25,000 to 150,000 pounds per quarter 

Amendment, effective January 1, 1952, eliminated control over total quantities 


of new rubber which can be consumed, This action was due to increased pro- 
duction of synthetic rubber and to improvement of inventories of finished rubber 
goods. Manufacturing specifications in the yrder continued tO Maimmtain a Liver 
ratio between natural and synthetic consumptior GR-1, butyl synthetic 


continues under allocation, 

Amendment, effective February 4, 1952, removed the 30-day inventory limita 
tion governing purchases of synthetic (GR-S and increased by about 20 
percent the amount of high tenacity yarn whicl be used by rubber 
facturers 

Amendment, effective March 26, 1952, removed restrictions on the manufacture 
of white sidewall tires and increased the amounts of natural rubber which may 
be used in the manufacture of automotive tires. 

Amendment, effective April 21, 1952, removed all controls on rubber, except 
for the restriction on the use of pale crepe and sole crepe in the manufacture of 
pneumatic tires, shoes, soles, and heels, and the continued limitation on the 
purchase of cold GR-3S. 

17. Cadmium, M-19: Amendment, effective July 30, 1951, added about nine 
new classes of permitted items, relaxing specifications on a few more, and per- 
mitting 60 percent base period use in production of pigments instead of 40 percent. 

Amendment, effective March 13, 1952, relaxed the use controls of the order to 
permit the civilian economy to share directly in the improved supply-require- 





ments balance on cadmium. Amendment allowed unrestricted use of cadmium 
in certain items or processes and to fill orders bearing military and atomie energ 
ratings. For other items, a 70-percent base period use was permitted instead of 


60 percent. 
18. Bismuth, M-48: Amendment, effective August 10, 1951, increased per- 
mitted use of bismuth to 100 percent of base pe riod usage, instead of 60 percent. 

Amendment, effective January 15, 1952, rescinded the previous restrictions 
over the use of bismuth, both in regard to type and quantity of use, and the set- 
aside provision. Inventory limitations relaxed to permit a 60-day inventory or 
a “practicable minimum working inventory,” whichever is less. 

19. Cotton duck, M-53: Amendment, effective September 17, 1951, permitted 
looms, which had been reserved exclusively since April 8, 1951, for the production 
of flat duck, to be used to manufacture other fabrics 

20. Carded cotton yarn, M-23: Amendment effective November 6, 1951, 
permitted varn manufacturers to use their spindles to produce any type of carded 
cotton varn. Previously, M-—23 required that spindles producing varn in one 
classification could not be used to produce varns in another classification 

21. Non-nickel-bearing stainless steel: Direction 9 to CMP Regulation 1, 
effective January 28, 1952, removed non-nickel-bearing stainless steel from tl} 
category of controlled materials under CMP, thus permitting it to be purchased 
Without an authorized controlled material order 

22. Lead, M-88: Amendment effective March 3, 1952, removed limitations 
on use of lead. Inventory control was retained. Order M--76 covering distribu- 
tion of pig lead will be continued but allocations are being increased and system 
liberalized. 

23. Quebracho, M—-57: Amendment, effective March 26, 1952, removed the 
restriction which had limited the use of quebracho in o 
of base period consumption. 

24. Steel shipping drums, M-—57, revoked April 29, 1952: This order was 
originally issued July 6, 1951, to distribute critically short supplies of steel shipping 





il well drilling to 60 pereent 


drums equitably. It limited the use of new shipping drums to an amount equal 








S DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 
























to 90 percent of the tonnage of such drums used in 1950; limited inventories of 
new and used drums to a 45-day supply; and prohibited the packing of certain 
products in new or used drums. Now that sheet steel is available in adequate 
quantities and the number of drums manufactured is sufficient to take care of all 
requirements, M-—75 is no longer necessary. 

25. Sebacic acid, M-—45, schedule 7, revoked April 30, 1952: As a result of 
increased production capacity, supplies of sebaciec acid are now meeting current 
requirements. Plans for further expansion of sebacic acid production are expected 
to take care of estimated future increases in demand. 

Your committee is of the opinion that so long as the mobilization 
programs divert from civilian use such substantial percentages of 
total supply, and until supply reaches more of a balance with total 
mulitary and civilian requirements, the Government must have con- 
tinued authority for materials and facilities control. Flexible but 
effective controls can msure that military, defense-supporting, and 
essential civilian needs are met, and that there is a fair division of the 
remaining supply among less essential needs. 


EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Our ability to resist aggression is not measured only by our stocks 
ol planes, ships, and other weapons. It is measured also by our basie 
economic strength in productive capacity and our supply of the 
basic raw materials of industry, including strategic and critical metals 
and minerals 

By the use of the tools provided by the Defense Production Act, 
productive capacity and the output of machine tools, aluminum, 
electric power, petroleum, copper, Magnesium, zinc, and many other 
materials have been substantially increased. Further new capacity 
in these and other basic industries will be coming into production 
continuously throughout the coming vear. 

The defense expansion program undertaken by private industry is 
now well under way and extends over virtually the whole of the 
industrial economy. However, only approximately one-half of the 
program has been ore to date. At the end of 1953 it 1s 
anticipated that there will have been another 9-percent increase in 
the country’s crude as produc tion capacity and a 7-percent increase 


in refining capacity. Capacity for the production of chemicals will 
be up 12 percent. There will be a further increase of 9 million ingot 
tons in the capacity of the steel industry by the end of 1953. The 


anus m industry is scheduled to add 415,000 short tons of primary 

Capacity in 1952 to the 50,000 tons pre ‘viously added since the Korean 
invasion. In 1953, approximately 200,000 additional tons are planned. 
In the field of transportation, 90,000 new freight cars and 2,000 Diesel 
locomotives will be produced during 1952 alone. Electric generating 
capacity by the end of 1954 will be 57 percent larger than it was at 
the end of 1950. In the same period domestic copper production ts 
expected to increase 20 pereent. 

It was estimated by Government officials that out of a total contem- 
plated cost of approximately $19.6 billion for new fac ‘ilities, aided by 
the issuance of certificates of necessity, Repeoniionte ‘ly $6 billion was 
in place as of March 31, 1952. As of December 31, 1951, the railroad 
operating equipment program Was the closest to gai with 77 
percent in place. Plant expansion for the production of industrial 
organic chemicals followed with a reported 57 percent in place. Next 
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machinery programs, electric and nonelectric with 48 percent and 4 
percent respectively. Plants for the product on of aircratt urcral 











The steel works and rolling mills expansion program was about 4 





percent 

To make possible this necessary expansion, and to provide 
materials for the necessary finished prod icts for both military ane 
civilian needs, expansion of our basic resources is imperat 


in minerals and metals such as Coppel ehrome. ¢ ybalt 


iron ore, lead nickel, maneanese Citar iP tungstel 

Under the defense program, known reserves of met 

are being exploited ata rapid rate, at the ime time that 
nondefense uses are increasing. Using the powers granter ler t] 
Defense Production Act and the internal venue law, the Gov 
ment has engaged In a program of expanding Ol! Sti Ou! vi 


ever possible 
In some cases firms need long-term Hhanelai assistance no t Lie 


from private lenders: for others, n Quaranty that I 


percent in place, and the aluminum expansion program about 26 


} 


in order were the electric light and power program with 50 percent; 
the Great. Lakes transportation program, with 49 percent; and the 


U 


parts, engines, and accessories were approximately 42 percent in place 


additional facilities thev will have a market TY parh or 

ata feasible price is sufficient; still others can undertake the expansiot 
if they can amortize it for tax purposes more rapidly than wo ld 
normally be allowed. In those cases where we are dependent upor 
foreign supply, such as tin, nickel, and cobalt, steps are b 

to stimulate additional production in ether areas of the fr orld 
As of May 1, 1952, the Defense Materials Procurement Ac | 
approved 369 applications for assistance. The following 

with respect to copper chrome, coba lu pe ) 

nickel, manganese ore, titanium, tungsten, an S 
of the wav in which this progran. is wor! 

Copper: Six commitment-to-purchasi mitracts Ou 
certificates of necessity are expected to 1 | llitio 100) 
short tons of copper for the period 1951—At 
annnal expansion by 1956 of 165,200 tons 
production contracts have be Hn appro, » TAMA () 
eXIStINn¢E operations during 1952 and 195 thient th ry ( VOUT Thay 
had to shut down. because of unusual] 1 pro 
Korea copper consumption in the United Stat abo 
short fons a vear 

Chrome: One purchase depot has beer tablished to 
ore at an overmarket price and one commitment-to 
has been negotiated for 900.000 short tons of chrome ore fo 
1952-56. Pre-Korea consumption of chrom is al G50 

| short tons 

Cobalt: Seven domestic and = foreigi 
against production, and one certifieats 
result in an additional 22,313,000 pounds of cobalt « F m 
peri «cf with id maximum annual assisted. pre CLIO! ft 5,126,000 
pounds by 1954. Pre-Korea consumption was about 1 00.00 
pounds a veal 

Fluorspar (acid-grade): Expanded production of 240,000 
over the 1952-56 period is expected to result from two , 
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floor-price contracts and four certificates of necessity. Maximum 
annual production resulting from these commitments is estimated at 
60,000 short tons in 1955. Pre-Korea consumption—about 155,000 
short tons. 

Iron ore: Expanded produce tion of 41,000,000 long tons of iron ore 
annually by 1955, and 7,800,000 long tons of taconite annually by 
1956, is expected to anne from 106 certificates of necessity. Pre- 
Korea consumption—about 103,000,000 long tons. 

Lead: Expanded supply of lead is the result of 1 commitment-to- 
purchase contract from a foreign source and 22 certificates of neces- 
sity, some of which are primarily assistance to zine production. 
Maximum annual expansion of production by 1955 is estimated at 
50,000 short tons with a total accumulative increase for 1951-56 of 
194,600 short tons of lead. Pre-Korea consumption—about 1,250,000 
short tons. 

Nickel: Four commitment-to-purchase contracts, domestic and 
foreign, and one certificate of necessity are expected to result in a total 
of 112,750 short tons of nickel during the 1951-56 period, with maxi- 
mum annual expansion in production by 1956 of 28,900 tons. Some 
of this assistance is responsible also for part of the expanded cobalt 
production. Potential production now under review would add 
approximately 45,800 tons annually by 1956. Pre-Korea consump- 
tion— about 101,000 short tons. 

Manganese ore: Three purchase depots have been established, at 
Butte and Philipsburg, Mont., and at Deming, N. Mex., and one in 
Wenden, Ariz., is being set up to assist production from small proper- 
ties in these areas. Other assistance to manganese producers includes 
nine accelerated tax amortization certificates, one commitment-to- 
purchase contract, numerous small purchase and resale contracts with 
advances against production, and one loan. Total expanded produc- 
tion resulting from this assistance over the 1951-56 period is estimated 
at 1,070,000 long tons with a maximum annual expanded production 
of 247,000 tons by 1953. Pre-Korea consumption—about 1,850,000 
long tons. 

Titanium: Production of this presently high-cost “wonder metal” 
has been assisted by three certificates of necessity and one commitment- 
to-purchase contract with an advance against production, and a 
revolving fund of $5,000,000 has been established for short-term pur- 
chase and resale of sponge. This assistance is expected to result in 
19,150 short tons additional primary titanium over the 1951-56 
period with a maximum annual production of 4,510 short tons by 1954. 
Plans for still greater expansion to start in 1953 are under considera- 
tion. Pre-Korea consumption—about 140 short tons. 

Tungsten: Tungsten production has expanded following the assur- 
ance of a guaranteed price of $63 per short ton unit of tungsten tri- 
oxide authorized May 10, 1951, under a domestic purchase program. 
This action plus other domestic assistance, three certificates of neces- 
sity, three loans, and one commitment-to-purchase contract, will 
increase the total supply of tungsten substantially. Pre-Korea con- 
sumption —about 12,500,000 pounds. 

Zine: Total expanded production of zine through Government 
assistance is estimated at 856,600 short tons over the 1951-56 period 
with a maximum annual expansion of 214,500 tons by 1954. — Assist- 
ance has been given by three loans, 34 certificates of necessity, and 
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eight commitment-to-purchase contracts. Pre-Korea consumption— 
about 1,100,000 short tons. 

Assuming normal production, Government officials felt it probable 
that programs now in effect for increasing scarce materials will be able 
to satisfy all needs for some materials by 195% and 1954, and for most 
materials by 1955. However, there are some fields in which expansion 
programs are not yet capable of insuring adequate supply. Supplies 
of many minerals are not enough to meet consumption requirements. 
Additional amounts are required for stockpile goals. In some eases 
shortages have occurred which caused withdrawals from stockpile 
for current industrial use. Projects for the exploration, development 
and procurement of strategic materials from foreign sources, now 
under consideration, are expected to yield important quantities of 
copper, manganese, nickel, cobalt, tantalite, chrome and tungsten. 

The accelerated tax amortization authority of the Revenue Act of 
1950 has been widely used in the expansion of productive capacity and 
supply described above, and in other instances which cannot be de- 
tailed in this report. Of proposed investments of $19.6 billion, now 
covered by certificates of necessity, the actual amount which has been 
allowed for rapid amortization is $11.7 billion, or 59.4 percent. 

When a private lending agency is unable to extend the capital 
required by a defense contractor without a Federal guaranty, such a 
guaranty may be requested under the Federal, guaranty procedure 
authorized by section 301 of the Defense Production Act. Almost all 
of the guaranties to date have been made by the Department of 
Defense and more than 95 percent of the loans are for working capital 
purposes. Through March 31, 1952, guaranties had been approved 
in 971 cases for a total of $1.7 billion. 

The direct loans, purchase contracts, and other financial aids 
expansion of productive capacity and supply are authorized by 
sections 302 and 303 of the Act, and financed by the borrowing 
authority granted in section 304. The total borrowing authority, 
based on probable ultimate net cost to the Government of the transac- 
tions, is $2.1 billion outstanding at any one time. As of March 31 
1952, the total certifications against this authority amounted to S1.1 
billion, leaving a balance of $1.0 billion available for future certifica- 
tions. Your committee has concluded that an increase in the total 
amount of the borrowing authority granted by section 304 will not be 
necessary for the period through June 30, 1953. 

Extension of the authorities granted in title IIL for these forms of 
financial assistance is necessary, in the opinion of your committee. 
The completion of necessary expansion of production capacity and raw 
materials supply, particularly strategic metals and minerals for 
stockpile and other purposes, is dependent upon these powers which 

can assure that the necessary contracts, financial assistance and con- 
struction materials will be available when needed. 


STABILIZATION 


U p to the time of the hearings before your committee, the period 
of relative price and wage sti ability that began early in 1951 had 
continued, despite the absorption by the economy of defense expendi- 
tures averaging about a billion dollars per week 

During the 8 months between the Korean attack and the imposi- 
tion of the general price freeze in early 1951, consumer prices, as 
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reflected in the index computed by the Bureau of Labor Statistics, 
rose 8 percent. Since that time, consumer prices have risen a total 
of 2.7 percent, or to 10.7 percent above the pre-Korean level. 

The stability attained is illustrated by a comparison made by the 
Director of Price Stabilization with cost-of-living figures in other 
countries. Since the general freeze in the United States, the cost of 
living has gone up 2.7 percent. In the same period it has gone up 
13 pereent in England, 8 percent in Canada, 22 percent in France, 
and 6 percent in Belgium. 


Wholesale prices for all commodities, according to the revised: 


BLS index, rose 16.3 percent from Korea to the price freeze. At the 
time of the hearings, the index had sloped off from its 1951 peak to 
11.7 percent. above the pre-Korean level. Spot-market commodity 
prices, which had risen more than 45 percent between Korea and the 
price freeze, had fallen to 12.3 percent above the pre-Korean level. 

Analysis of the components of these indexes showed an economy in 
which there were both “hard” and “soft” areas. An analysis was made 
by the Bureau of Labor Statistics of the prices of all goods and services 
entering into its Consumer Price Index for March 1952, weighted 
according to the relative importance of each item, and presented to 
vour committee. It showed 50.03 percent of these consumer expendi- 
tures were still at their 1951-52 peak prices. A total of 64.74 percent 
were less than 1 percent below their peaks, 70.77 percent were less than 
2 percent below, 84.99 percent were less than 5 percent below, 90.21 
percent were less than 10 percent below. A total of 9.79 percent were 
10 percent or more below their peaks. 

An OPS analysis of the distribution of primary market prices early 
in 1952 in relation to 1951 peak prices (or ceilings where ceilings were 
set below the peak) showed that of total wholesale transactions 
amounting to approximately $273 billions a vear, 63 percent were at 
peak prices or at ceilings rolled back from the peak, 16 percent were 
less than 4 percent below peak or ceiling, and 21 percent were 4 percent 
x more below peak ceiling. 

Segregating prices of wide general public interest, such as wool, 
cotton, grains, processed foods, textiles, clothing, passenger auto- 
mobiles, and tires, the study showed that 41 percent were at the 1951 
peak or ceiling, 20 percent were less than 4 percent below, and 
percent were 4 percent or more below peak or ceiling. The remaining 
prices were of interest primarily to business and Government procure- 
ment agencies (exclusive of strictly military items) such as fuels, 
paper, lumber, metals, chemicals, machinery, trucks, and busses, and 
covered slightly more than half of all transactions in primary or whole- 
sale markets. Of these 84 percent were at peak or ceiling, 12 percent 
less than 4 percent below, and 4 percent at prices 4 percent or more 
below peak or ceiling. 

The April 1, 1952, quarterly report of the Director of Defense 
Mobilization reports that in metal and metal products and machinery, 
which together account for over half the total value of commodities 
primarily of interest to manufacturers, practically all prices were at 
1951 peak levels, almost 90 percent of chemicals and allied products 
were still at peak, about 40 percent of wholesale processed food 
prices were at 1951 peaks, automobiles were at peak, half of textile 
and apparel prices were well below peak, and hides, leather, and leather 
products were about 20 percent below 1951 wholesale peaks. 


TA NneOPAWwenr PRMMITOTTAR Acer cALrrarmarceurea Aw eArce 
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Raw materials and wholesale prices rose much faster and further 
after Korea than retail prices. Therefore, declines in raw-material 
or wholesale prices will not necessarily be followed by declines on the 
same scale in prices to consumers. In many cases, a considerable 
decline in the price of a raw material—making it “soft”? in comparison 
to its 1951 peak, merely brings it into more reasonable relationship 
with a retail price which is still at its 1951 peak. 

The price stability of recent months has resulted from many factors, 
including fiscal and monetary measures adopted earlier, the stretching- 
out of the mobilization program, and increased production, as well as 
the application of credit, wage, and price controls. A very potent 
factor has been self-restraint by the American consumer himself. 
With confidence restored that the total of stabilization measures would 
proteet against run-away inflation, millions upon millions of Americans 
incre: ased their pe ‘rsonal Sav ings and exerted resistance on those pric es 
they felt had risen too far. 

Prior to the development of the limited “soft” areas in the economy, 
described above, the OPS had removed price control from a number 
of commodities and services whose significance on the economy was 
slight, or for special reasons relating to production. It had not 
previously relaxed controls on any item on the basis of abated price 
pressure. After a study of production and productive capacity, in- 
ventories, factors influencing demand, and the relation of market to 
ceiling prices, OPS has recently suspended price controls on the 
following commodities: Cattle hides, kips, calf skins, tallow, lard, 
animal waste materials, vegetable soap stock, crude cottonseed oil, 
crude soybean oil, crude corn oil, burlap, wool, wool waste, wool 
tops, wool noils, alpaca, raw cotton, and, at the manufacturer’: 
level, all cotton, wool, and synthetic yarns and fabrics (except tire 
cord), and cotton blankets and bed linens. Provision has been made 
for recontrol in the event prices rise above specified recontrol points. 

The fact that price stability has so far been maintained with the 
aid of direct and indirect controls, and that more normal market 
conditions have returned to some areas, making possible suspension 
of some price ceilings, does not mean that all need for price controls 
has disappeared. As the figures previously given show, large areas 
of the economy are still under inflationary pressure, with prices at 
or very close to their peaks. In April consumer prices were. still 
almost at their all-time high. In food and defense materials, markets 
are still hard. The Department of Agriculture’s Index of Prices 
Paid by Farmers in April was at an all-time peak, 14 percent above 
pre-Korea. Food prices were more than 13 percent above pre-Korea. 
The BLS spot mark index of food prices rose 4.1 percent during the 
4 weeks between the open and elose of the commiftee hearings. 

In the opinion of your committee the continuing danger of inflation 
is to be found in the impact of the defense expenditures which le 
ahead of us. Earlier in this report it was pointed out that in excess 
of $100 billion in funds appropriated or requested must be turned 
into military items in a relatively short time. Prior to Korea, national 
security expenditures were about 6 percent of our national output. 
In the first quarter of this vear, these expenditures were at a rate 
equal to slightly less than 14 pereent of the gross national product 
Late this vear or early in 1953, this defense spending is expected to 
reach a rate in the ne ighborhood of $65 million, or about IS percent 
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of the national product. In addition there are the added private 
expenditures involved in the program for expansion of productive 
capacity, which do not as such produce goods available for current 
civilian needs. The Treasury is now operating at a deficit and we 
are faced by the likelihood of a larger deficit in the coming fiscal year 

A Federal deficit has a strong inflationary impact which tends to 
result in bank credit expansion and an upward spiral of prices. In 
view of the inflationary impact of huge defense spending ahead, and 
the uncertainties of the international situation, the dismantlement of 
the statutory authority for price-stabilization measures would involve 
the risk of a wave of inflation which the Nation should not take. 
Your committee believes that the authority for the price-stabilization 
program should be continued for a period of 1 vear. 

In the area of wage stabilization, a period of relative stability 
obtained from the date of the general freeze to early in 1952. The 
following tables submitted by the Wage Stabilization Board show the 
extent of the increases in wage rates, and comparisons with previous 
periods. In this table adjusted average hourly earnings of production 
and related workers in manufacturing following January 1950 repre- 


sent gross average hourly earnings excluding overtime and the effect 
of inte naitektiy shifts In sie eine nt rar January 1950. Adjusted 
average hourly earnings in World War II exclude overtime and the 


effect of interindustry shifts in iiisosieunaat after January 1941, 
Since the figures are available only for January 15, and February 15, 
1951, and since stabilization controls were established between these 
two dates (i. e., January 25, 1951), both dates are shown for the 
beginning of the control period. 


Average monthly rate of increase in adjuste 


merage ho nings before and since 


stabilization 


Postfreeze: Dollars Percent 
January 1951—February 1952 0.005 0.4 of 1 
be bruary 1951—Februa ry 1952 005 3 of 1 
Pre-Korea, prefreeze: 
January 1950—January 1951 009 7 of 1 
January 1950-K* bruary 1951 009 7 of 1 
Post-Korea, prefreeze: 
June 1950—January 1951 013 9 of 1 
June 1950—-February 1951 012 9 of 1 


Pe reent ncrease in adjusted ave rage hourl 4 earnings stabiliz ition pe rl vil compared 
with postwar years and comparable period of World War Il stabilization 


i 


Postfreeze: Percer 


it 
January 1951—February 1952 (13 months) 1.7 
February 1951—February 1952 (12 months 1.1 
Post-World War IT: : 
January 1948—February 1949 (13 months) 8.0 
January 1947—February 1948 (13 months 11.8 
January 1946—February 1947 (13 months 16.6 
February 1948—February 1949 (12 months 1.2 
February 1947—February 1948 (12 months) 10.7 
February 1946—February 1947 (12 months 15.2 
World War II wage stabilization: 
October 1942—-November 1943 (13 months : . oe 


October 1942—October 1943 (12 months) 6.9 
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CREDI1 


In enacting the Defense Production Act in 1950, the Congress 
provided authority for credit controls to meet the imflationary situ- 
ation then existing. Three types of credit control were imposed under 
those provisions: Installment sale credit controls and construction 
credit controls under title VI, and a voluntary credit restraint program 
under section 7@8. 

In the Defense Production Act amendments of 1951 and the Defense 
Housing and Community Facilities Act of 1951, the Congress found 
it necessary to force the relaxatioa of these consumer credit and con- 
struction credit controls, by imposing statutory maximum limits upon 
the down payments and maturities that could 


he required by the 


regulations issued under the act. Until very recently, the administer- 
me agencies continued to maintain the credit controls at the most 


restrictive levels permitted by law, although there had been further 
developments pointing in the direction of further relaxation and 
decontrol. 


1 


lon the the ry that they 
were needed to prevent inflationary credit expansion and to help con- 
serve and channel scarce materials. The evidence presented to your 
committee tended to show that the threat of dangerous consumer- 
credit expansion had been abated for some consid rable time. In the 
construction field, the easing of the situation in constr 
had made it possible to relax many materials c¢ 


The controls were imposed and maintaines 


iction materials 
WTOES ftOr CONSLPFUCTLION 


. . : 4 _~ ¥ 1 ! ] 
purposes, and permit more building without harming the channeling 


of essential materials to defense needs Kvidence was presented to 
vour committee that the mevitable discriminatory aspect of credit 
controls, namely, that they bear most heavily upon those in the lower 


1 +} ‘ 
d in the existing s 


income groups, who have less ready cash, ha 

overshadowed the anti-inflationary aspect. 
Yet it was not until May 7, 1952, that consumer-credit controls 

and May 12, 1952, that the voluntary credit-restraint 


{ program were 
suspended by the administering agency. It was not until June 11, 
1952, that housing-credit controls were relaxed. 

Your committee has concluded that these credit controls should be 
completely removed at this time and that no credit controls should be 
reimposed under the Defense Production Act. Your committee 
accordingly recommends that the authority for these controls be 
allowed to expire on June 30, 1952. 


RENT CONTROI 


The present Federal rent-control program is set up ona basis that 
assures that it will not be unduly prolonged in any area. ‘The govern- 
ing body of every incorporated municipality, and of every county, 
has full authority to terminate Federal rent control whenever it 
finds that such a program is no longer required. The fact that local 
governing bodies with over 53,000,000 persons in their jurisdiction 
have refused to exercise their decontrol authority under this provision, 
is emphatie proof that these local officials are:convinced the Federal 
rent-coutrol program is still urgently needed in their communities. 

Last year the Congress, recognizing the impact of the mobilization 
effort on rental accommodations, extended and amended the Housing 
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and Rent Act so as to permit imposition of Federal rent controls in 
critical defense-housing areas. The law now provides for the joint 
certification of critical defense-housing areas by the Secretary of 
Defense and the Director of Defense Mobilization. In such areas, 
rents may be stabilized for all types of housing accommodations, 
without exception. The law specifically restricts certifications to 
areas where the following conditions exist: 

(1) A new defense plant or installation has been or is to be pro- 
vided, or an existing defense plant or installation has been or is to 
be reactivated or its operation substantially expanded; 

(2) Substantial in-migration of defense workers or military 
personnel is required to carry Out activities at such plant or 
installation; and 

(3) A substantial shortage of housing required for such defense 
workers or military personnel exists or impends which has 
resulted or threatens to result in excessive rent increases and 
which impedes or threatens to impede activities of such defense 
plant or installation. 

The Office of Rent Stabilization is one of the agencies represented 
on the Advisory Committee on Defense Areas, which makes recom- 
mendations for the certification of critical defense housing areas to 
the Director of Defense Mobilization and the Secretary of Defense. 
For each area considered by the Advisory Committee, the Office of 
Rent Stabilization is responsible for reporting to that Committee 
information on rent increases, its judgment as to whether in view of all 
the circumstances excessive rent increases have resulted or threaten to 
result, and its own recommendation as to whether the area should be 
certified as a critical defense housing area. 

Since August 1, 1951, 108 critical defense housing areas, the majori- 
ty of which are adjacent to military installations, have been certified. 
Of these, 58 are areas where the rent stabilization program was not in 
effect immediately prior to the certification, and 50 are areas where the 
rent-stabilization program was in effect just before certification. In 
these latter areas, the effect of the certification was to extend the 
program to housing accommodations which had been decontrolled 
by the 1947 legislation, such as new construction, conversions, hotels, 
tourist courts, ete. 

As a result of these designations the rents of approximately 555,000 
additional housing accommodations have been stabilized. The total 
population of these communities is approximately 8,000,000. 

Federal rent control in critical defense housing areas 1s subject Lo 
local option termination in the same manner that termination may be 
effected in other areas. Upon the advice of local rent advisory boards 
decontrol actions have been taken in 10 critical defense housing areas. 
With one exception these actions affected only certain types of 
accommodations, such as hotels or tourist courts, which the advisory 
boards found to be in ample supply in their communities. Local 
gzove ‘rming bodies have acted to remove Federal rent praene com- 
pletely in 13 areas which had been designated as critical are: 

The committee believes that present Federal rent-control prov isions 
provide ample authority to stabilize rents in areas where the mobiliza- 
tion effort brings sudden and unforeseeable shifts of population as 
defense plants and military installations are opened or reactivated and 
at the same time only continues Federal rent control where local 
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governing bodies accept the existence of continuing need for such 
control. The committee recommends extension of this authority to 
the close of June 30, 1953. 


SMALL Drerenske PLANTS ADMINISTRATION 


The Small Defense Plants Administration (SDPA) was established 
under section 714 of the act, which was added by the Defense Produe- 
tion Act amendments of 1951. Its function is to carry out the policy 
of the Congress that small business concerns be encouraged to make 
the greatest possible contribution toward achieving the objectives of 
the act. 

Section 714 f (2) sets up a procedure for carrying out jointly by 
SDPA and the procurement agencies the congressional policy that a 
far proportion of total Government purchases and contracts be 
awarded to small business. SDPA has been engaged in putting this 
procedure inio effect, by arrangements with the armed services and 
other procurement agencies. Under this plan, procurement requests 
will be screened for work which can be done by small concerns, and an 
appropriate portion of the procurement will be reserved for placement 
with small business. On March 27, 1952, the Defense Depariment 
issued a directive providing the necessary administrative framework, 
with details to be provided by each of the services. The Air Force 
has issued a directive covering actual operation for that service, and 
representatives of SDPA have been assigned to the headquarters of 
the Air Matériel Command at Wright Field, Dayton, Ohio, where the 
great bulk of Air Force procurement is handled. Similar directives 
have not vet been issued by the Army and Navy, but the Army has 
authorized assignment of SDPA representatives to certain of its pur- 
chasing offices as a preliminary step. 

Under sections 714 (e) (6) and 714 (f) (1), SDPA is authorized to 
certify small business concerns as competent, with respect to capacity 
and credit, to perform specific Government contracts. The certifi- 
cate is conclusive upon Government procurement officers, and affords 
a method of aiding small business to meet requirements as to quali- 
fication. At the time of the hearings, 14 certificates of competence 
had been issued, and 12 concerns so certified had received contracts 
totaling more than $10,500,000. 

Under its authority to recommend smail-business loans to the 
Reconstruction Finance Corporation, SDPA has acted on 185 appli- 
cations, making favorable recommendations on over 100, totaling 
approximately $14,500,000, and to date 55, totaling $6,000,000 have 
been approved by RFC. Several hundred other applications are 
under consideration by SDPA 

The Administration is also entering upon the task of rine 
any procurement practices which have effects disadvantageous to 
small business. Arrangements have been made with Ty y ee to 
eliminate bid and performance bonds on supply contracts where the 
interests of the Government can otherwise be protected, relieving 
small concerns of the difficulty they find in obtaining such bonds. 
Changes in the renegotiation regulations have been obtained to 
encourage subcontracting to small firms. Greater availability to 
small business of V-loan guaranties by the authorized agencies is being 
sought. SDPA has also recommended to the Department of Defense 
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that it liberalize its standards for granting adjustments in Government 
contract prices under title I] of the First War Powers Act, so as to 
enable small business to qualify more readily for such adjustments 
where unforeseen developments justify it. By cooperation between 
SDPA and NPA the latter has established a special reserve of steel, 
copper, and aluminum to take care of small-business hardship cases, 
and by April 15, 1952, nearly 400 small firms had obtained materials 
relief from this reserve. 

In the field of tax amortization, SDPA and DPA are engaged in a 
program to insure that small manufacturers will receive their fair 
share of tax amortization assistance in expansion programs. 

Under this set-aside program, a definite small-business share of 
each industrial expansion goal will be established, based on the pre- 
Korean position of small business in the industry, or segment of in- 
dustry being expanded. Where added capacity is being sought the 
Defense Production Administration will hold open the small-business 
share for 30 days, while SDPA notifies small concerns of this BpROr- 
tunity to take part in the program if they can otherwise qualify for 
accelerated tax write-offs. Where goals have already been established, 
and it appears that a disproportionate share of certificates has been 
going to larger firms, SDPA and DPA will urge small-business partici- 
pation with a view to restoring the pre-Korean balance between larger 
and small firms. These small manufacturers have received only 10 
percent of the value of tax amortization certificates, although the 
same firms in fiscal 1951 received 20.9 percent of military prime con- 
tracts. 

The Government is now the largest single purchaser in our economy, 
and Government procurement will play a major and increasing role 
in our economy for a considerable time to come. The factors, in a 
large mobilization program, which tend to pinch out the small manu- 
facturer, have not been eliminated. Cut-backs in the allocation of 
critical materials for civilian use, which present especial difficulty for 
the small concerns, will continue for an indefinite period. Extra 
difficulty in obtaining financing for defense and essential civilian 
production will always be one of the problems of small business. 
The necessity for a Government program, on a stable and effective 
footing, to assist small business to obtain its fair share of defense work 
is even more acute than it was when the original authority was granted. 
Your committee recommends, therefore, that the Small Defense Plants 
Administration be continued until June 30, 1953. 


ComMMITTEE ACTION 
SUMMARY 


H. R. 6546, upon which your committee conducted its hearings, 
would have amended and extended the authority of the Defense 
Production Act for a period of 2 years, namely to June 30, 1954. 
Authority would have been given for the reimposition of slaughtering 
quotas at 100 percent of available supply, and the fats and oils import 
control authority of section 104 would have been repealed. The bor- 
rowing authority contained in section 304 of the act would have been 
increased from $2.1 billion to $3 billion. The so-called Capehart and 
Herlong amendments would have been repealed, and there would 
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have been removed Lr the ceonsumer- redit control and housing 
credit-control Sth nitica ‘the limitations that had been imposed D\ 
the Congress last year. The bill would also bave extended thi 


Housing and Rent Act of 1947 without change for an additional period 
of 2 vears, namely, to June 30, 1954. 

The committee bill extends all titles of the act, except title VI 
which would be repealed, for a period of 1 year. It does not grant 
authority for imposition of slaughtering quotas and continues the 
section 104 fats and oils import authority on a modified basis. No 
change was made in the borrowing authority of section 304 inasmuch 
as the present authority is sufficient for the 1-year extension of the 
act dee ide d upon by the committee. The so-« all dl ¢ ‘apebart amend- 
ment was retained as was the so-called Herlong amendment which, 
however, Was ad to make it generally applicable Lo all whole- 
salers and retailers. No authority whatsoever was left in the Defense 
Production Act for the imposition of consumer credit controls, real- 
estate credit controls or operation of a voluntary credit-restraint 
program. 

Other changes provided by the committee action limits restrictions 
that can be placed on slaughterers of meat, modify the present meat 
allocation authority of the Office of Price Stabilization without dis- 
turbing its meat-grade meee authority, and provide minimum 
ceiling formulas with respect to price controls on milk products for 
fluid consumption. "ssa is made for not less than 90 percent 
announced support prices on the six basic agricultural commodities 
under the Agricultural Act of 1949 so long as title LIV of the De- 
fense Production Act is in existence. Fresh fruits and vegetables are 
exempted from price control. Rates charged by any common ear 
riers or other public utility are presently exempt from the price control 
provisions of the Act. Limited right of the Office of Price Stabilization 
to intervene in rate cases before regulatory bodies would be denied. 
A provision would be added which also wor id exempt marine terminals 
from price control. Bowling alle Vs Wo id be included in the exe Inp- 


tions made to imposition of price and wa Sa regulations, 


Wages paid to agricultural labor would be exempt from wage regula- 
tions. Wages, salaries and other compensations paid LO employees 
of a small business establishment with eight or less employees generally 
would be exempt. Price ceilings could not be set below minimum 
sales prices fixed by State laws or regulations now in effect and pro- 
vision would be made to recognize the effect of certain State anti- 
trust laws on distributors margins. 

A great many complaints had been received as to the burden on 
business of making reports to the Office of Price Stabilization and 
avoid this reporting burden when sales are made below ceiling prices 
the bill provides that a person shall not be required to furnish reports 
to the Office of Price Stabilization with respect to the sale of materials 
or services at prices which are 7 percent or more below ceiling if such 
person certifies to the President that such sales are made at such 
ices, 

The production loan authority of title II] of the act would be 
amended so as to make clear that loans could be made to the producers 
of newsprint. The exculpatory provisions of section 707 of the act 
were broadened, and a statute of limitations was provided for actions 
brought as a result of the invalidating of certain producer payments 
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authorized by Federal milk orders promulgated pursuant to the Agri- 
cultural Marketing Agreement Act of 1937. 

The Housing and Rent Act of 1947 would be extended for a period 
of 1 year to June 30, 1953. A provision would be added calling for 
rents and services charged on quarters owned by the Federal Gov- 
ernment and supplied to Federal employees and members of the 
uniformed services to be brought into conformity with regulations 
promulgated by the Bureau of the Budget by July 15, 195 The bill 
would apply the same procedures for testing the validity of pric e regu- 
lations to the testifying of the validity of rent regulations. 

A more detailed discussion of the provisions of the bill by subject 
matter follows herewith. 

MEAT 


The Congress last year eliminated the authority of OPS to impose 
slaughter quotas but left unaffected the authority to require registra- 
tion as a condition of engaging in slaughtering operations. In ad- 
ministering its registration program the OPS has required separate 
registration for each species of livestock. Thus a registered slaugh- 
terer of cattle could not, under the existing OPS regulation, engage in 
the slaughter of hogs unless he obtained further authority by way of 
a new registration or amendment of the existing registration. 

The first clause of the committee amendment to section 101 of the 
act changes this requirement. A lawfully registered slaughterer of 
any species of livestock may, under the amendment, slaughter any 
other species, type or grade of livestock without the necessity of 
further registration. Also, the committee amendment makes it clear 
that persons authorized to slaughter livestock may shift from kosher 
to nonkosher slaughter or vice versa without restriction. Apart from 
these changes, the present slaughterer registration program of OPS 
may be continued under the commitiee amendr rent. 

The second clause of the committee amendment provides that meat 
may not be allocated except upon a determination and certification 
by the Secretary of Agriculture that the over-all supply of meat and 
meat products is inadequate to meet the civilian or military needs 
therefor. 

The Office of Price Stabilization presently requires the grading of 
beef, veal, and lamb preparatory to an allocation of these types of 
meat, if further circumstances require such allocation. The proviso 
at the end of the committee amendment makes it clear that the present 
OPS grading and grade-marking program, which is also the basis of 
the price controls on beef, veal, and lamb, may be continued and is 
not affected by the limitation on the OPS’ authority to allocate. 
Apart from this consideration, the present grading and grade-marking 

requirements of OPS are essential to permit compliance, in adminis- 

tering price controls on beef, veal, and lamb, with last year’s amend- 
ment to section 402 (d) (3) which provides that no ceiling shall be 
established or maintained for any agricultural commodity below 90 
percent of the price received (by grade) by producers on May 19, 
1951, as determined by the Secretary of Agriculture. 
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IMPORT CONTROLS ON FATS AND OII 


The present section 104 of the act, which was added by the Dy 
Production Act Amendments of 1951 provides for 


ministered by the Secretary of Agriculture, on imports ¢ 
and oils, peanuts, butter, cheese, and other dairy products, and 
and rice products. Under this provision, regulations were issued 


embargoing, in general, butter, butter oil, flaxseed, linseed o SKININ 
and dried milk, peanuts, and rice produets. Quo 

the wmounts permitted to be Imported Were Tnposed Oh Ccaselh oO} 
Jactarene, cheese, and rice starch. 

Your committee received and considered ext ve testimony both 
in favor of retention and extension of section 104 and in favor of 
repeal 

Your committee has coneluded that sectior O4 shout modified 


in order to make it less restrictive Accordingly, committ 

recommends a revised form of section 104 This will continue to 
vive protection to domestic prod cers OL thi products from inqury 
by reason of Imports [t makes clear that the statem«e nthe original 
section that import controls on the specified products were necessary 
in the existing emergency was not intended to mak mandatory 
upon the Secretary of Agriculture to establish across the board 1 


f 4] 


strictions on all types and varieties of the product named, and that 
he may consider types and varieties s para le t aiso adds a pro 
viso authorizing relaxation of anv import restriction to 


permitting 10 percent additional imports of each type and vari 
where the Secretary of Agriculture deems this necessary taku O 


| 
*( 
} 
i 


I 
consideration the broad effects upon 


LOANS FOR THE MANUFACTUI OF } Wl 


The attention ef vour committee has bi i i} ( 
of newsprint supply for the United States. It appears ertif 
cates authorizing accelerated tax amortizath Vi ( arte lt 
a number of manufacturers of hewsprint ii orae tO as t thet 
expanding production of this commodity. By this action the ( 
ernment acencies involved recognizes Ypa ed hey 
facture as essential to our defense effor The same recog r 
however, has not been granted in the matter of d L ion 
ance to expansion of production and supp ier Sectiol ()? 

To remove this apparent inconsistency vou cOmMntte recy 
mends that the manufacture of newsp & De express 
section 302 as an activity to which such loans may be granted undet 
the provisions of the section It is th ntention Of VO comn te 
that the loan authority with respect: to hewsprin rie lacture be 


exercised only with respect to encouraging domestic production 
PARITY 


Section 104 (a) of the bill would amend secti (2 i 3) of the 


act to require the Secretary of Agriculture, during the period that 
title IV of the Defense Production Act is 1 effect s ipport th 
basic agricultural commodities at 90 percent of parity, or such higher 
level as may be established under section 402 of the Agricultural Act 
of 1949 ; 


H. Rept. 2177, 82-2 { 
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It is obvious that price stabilization requires not only fair priges to 
consumers but also fair prices to producers. In the field of agricul- 
ture, we know from experience that unless agricultural producers re- 
ceive a fair price for the commodities they produce we are not likely 
to have the high level production we need. 

From this standpoint, this provision which protects prices to farmers 
for the basic commodities from dropping below certain levels while 
title LV of the Defense Production Act is in effect is closely related to 
the other provisions of the act which protect consumer prices of these 
commodities from going above certain levels. 

Continued high-level production of the basic commodities is essen- 
tial during the present emergency to provide the supplies required to 
meet immediate needs, to rebuild depleted reserves to desirable 
levels, and to keep prices from advancing unduly 

During the current emergency, American agricultural producers of 
basic commodities have gone all-out in their efforts to keep agricul- 
tural production of these needed commodities at high levels sut a 
situation has arisen which threatens to impair our ability. to keep 
production at high levels. Prices of most basic commodities have 
declined, largely due to this high-level production On top of this, 
there is uncertainty as to level of support. 

Existing agricultural legislation does not give any definite assur- 
ance of a price floor on the basics at a fair level, because the sliding 
scale provisions of the Agricultural Act permit the support level for 
basic commodities to drop as low as 75 percent of parity. The amend- 
ment would correct this problem by establishing as the support level 
while title IV is in effeet 90 percent of parity, the same level at which 
prices are now being supported. 

This action would be in accord with the program of the President. 
As the President pointed out in his economic report to the Congress 
on January 16 


] ir) tI 


The sliding scale in existing price-support legislation has aroused concern in the 
minds of many farmers, who fear that their cooperation in expanding production 
to meet the present emergency might later result in serious losses to then The 


of 
production objectives, and they should not penalize producers for their full and 
patriotic cooperation with the agricultural program. I therefore recommend that 
the sliding-secale provisions of the present agricultural legislation be repealed for 
this purpose 


Covernment’s price-s pport ope rations Obviously should further attainment 
] 


Furthermore, the Secretary of Agriculture has supported the elim- 
mation of the sliding scale during the emergency. In his testimony 
before the House Committee on Agriculture on June 12, the Secretary 
stated: 


The Nation today is confronted by an emergency calling for high-level produc- 
tion. We need favorable prices and adequate price protection to provide an 
economic climate favorable to high-level production * * *. We are faced this 
year with the biggest and perhaps the most difficult farm-production job in all of 
our history * * *, Fora long time now we have recommended that the sliding- 
seale provisions of the law be eliminated * * *. By its terms, when farmers 
produce abundantly in response to national needs and have earned fair and com- 
pensating protection, the sliding scale operates to deny them that protection by 
eutting the level of support. 


In recommending this floor on prices of the basic commodities for a 
limited period, the committee recognizes that permanent price-support 
legislation does not come within its scope. Nevertheless, the question 
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of a fair price for agriculture while le IN 
part of the stabilization effort 1] 
to consider this chan reas part of th 1 \ 

The committee has ilopt 
intended to assist small dau i) 
milk marketing area will be able t 
for changes In cost in them thr Thi 
CHns onc ¢ mel | Vdd 
ceiling-price i tions pe 
attain the earnings level p ()] 
Standard 

\ further provision ol the an 
with fluid milk applicable wh 
State reculatory body to fix b 
sales of fluid mills In such Stat QPS 
be below the level oO! minimum price ] t | % 
must be adjusted to make them not l the St mint 


Moreover, if maximum prices have been establisl the St 
body OPS ceilings must equal sueh m 


The committee bill also, by amen 


exempts fresh fruits and vegetables fron ce contro Fresh fi ~ 
and vegetables are perishable commodities recuse thr re pers 

able market prices are extremely sensitive and fluet if \s 
a result there has developed a complex marketing mi saat wotikolh 
makes it difficult to control prices. The perishabil the p 
and the fluctuation of the prices make thy wing of fresh fruits and 


vegetables an extremely risky business for farmers. Price controls 
may therefore interfere with the opportunity of growers to offset losses 
on one crop with profits on another crop. Moreover, many of these 
crops are produced within a very short eycle and c 

high, new plantings can rapidly increase production and bring down 
prices to a reasonable level. For this reason, the committee believes 
that the exemption will not result in unduly high prices for consumers 


rices t too 


COMMON CARRIERS AND PUBLIC UTILITIES 


Section 402 (e) (v of the Act presently exempts from price control 
rates charged by any common carrier or other public utility. The 
committee would include in this exemption marine terminals which 
are subject to the Shipping Act of 1916. It is the understanding of 
the committee that publicly owned marine terminals have been 
administratively decontrolled by the Office of Price Stabilization 
In many areas privately owned marine terminals have entered into 
agreements which cover publicly owned marine terminals to the effect 
that uniform rates would be charged by both publicly and privatels 
owned terminals In view of the fact that such agreements exist 
and also the fact that the charges levied by privately owned 1 
terminals are subject to review by thy 
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comunitiee is of the opinion that the status of the privately owned 
marine terminals should be the same as publicly owned terminals 

Section 402 (ce) (v) now provides that after any price or wage stabili- 
ration order has been promulgated under title LV, no common carrier 
or publie utility shall make any increase in its charges for property 
or services sold for resale to the public unless it first gives 30 davs 
notice to the President, or such agency as he may designate, and con- 
sents to the timely intervention by such agency before the Federal, 
State, or municipal authority having jurisdiction concerning such 
increase. Seetion 105 (a) of the bill would re peal this provision 

Your committee wishes to take this opportunity to reemphasize the 
fact that where the Congress has refused to grant statutory authority 
to the price control agency to intervene in any proposed rate increase 
affecting common carriers or other public utility before any Federal, 
State, or municipal regulatory authority having jurisdiction to con- 
sider such an inerease, that suc Ah refusal to grant a statutory right of 
intervention meant that the Congress did not deem it advisable for 
the agency to so intervene under any circumstances. The attention of 
vour committee has been brought to many cases in which the Office of 
Price Stabilization has intervened before rate making regulatory bodies 
notwithstanding the fact that statutory authority to so intervene had 
been denied by the Congress. The committee desires this practice to 
cease. 


BOWLING ALLEYS 


The committee felt that the application of price control to bowling 
alleys was not necessary. Accordingly the bill exempts bowling alleys 
from price and wage controls. 


EXEMPTION OF AGRICULTURAL LABOR 


The bill exempts from control wages voc for agricultural labor 
The committee was aware of the measures t: i bv the Wage Stabili- 
zation Board in G WR ll to adapt the Satta fioh program to the 
particular needs of farmers but believed that a statutory exemption 


should be provided in the case of wages paid for agricultural labor 
Agricultural ee includes labor performed for a farmer or on a farm 
as an incident to or in conjunction with farming as ig tions in all its 
branches, italia preparation for market, delivery to storage or to 


market or to carriers for transportation to mark 


EXEMPTION FOR SMALL EMPLOYERS 


Exemption from wage and salary stabilization regulations of enter- 
prises having eight or less persons in all their units is provided for in 
section 105 (d) of the bill. This provision is in accordance with 
section 701 of the act, which was intended as an encouragement to 
the administrative agencies to exempt small-business enterprises 

The committee is aware, however, that there are dangers in a 
blanket exemption. In some industries a blanket wage exemption 
for small business would make it difficult to maintain price controls. 
In World War II, moreover, the War Labor Board adopted a flat 
exemption for employers of eight or less, at the very inception of the 
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wage-stabilization program. It found that it could not maintain a 
blanket exemption because of unstabilizing pressures in certain in- 
dustries, types of businesses, occupations, or areas. Within a month 
after it had adopted the general exemption, it had to except the tool 
and die industry. Thereafter, it was forced to adopt a number of 
other exceptions, because it found unst: abilizing effects; for example, 

that small employers were recruiting or retaining manpower in Classi- 
fications in short supply, at the expense of other employers and the 
war effort. 

For these reasons, this amendment permits the President to except 
enterprises from the exemption where he believes they fall into a 
general category the exemption of which would be unst tabilizing with 
respect to wages, salaries, prices, or manpower; or would otherwise be 
contrary to the purposes and policies of the Defense Production Act. 
The amendment is made effective 30 days after enactment in order 
to give the agencies involved sufficient time to make the requisite 
determinations. 

The amendment defines a small-business enterprise as one having a 
total of eight or less employees in all its branches or other units as 
presently constituted, and including employees of all types, regard- 
less of whether their compensation is at present subject to the Wage 
Stabilization, the Salary Board, or has some other status under 
this act. 

HERLONG AMENDMENT REVISION 


Section 402 (Kk), the so-called Herlong amendment, as originally 
enacted did not apply to regulations issued prior to its effective date. 
It has been pointed out to the committee that in some cases this may 
result in different standards applying to distributors who are still 
covered by regulations which were in effect prior to the enactment of 
the section. The amendment has therefore beon revised to make those 
provisions applicable to all distributors 

Under the new provisions, distributors who can show that under the 
existing regulations they are not receiving the prescribed margins will 
be entitled to margins conforming to the requirements of this section. 
The amendment has also been revised to make clear the committee’ 
intention that in such instances OPS shall revise its regulations 
promptly to bring them in conformity with the provisions of 
tion 402 (k 

The section has been further amended to make it clear that where 
whosesalers and retailers of materials have not customarily operated 
during the p! re-Korean period on the basis of a percentage Thargin 
OPS regulations must conform to the customary pricing 
of such sellers. 

A provision has been added to give recognition to the impact of 
State anti-trust laws on distributors’ margins. The committee's 
attention has been specifically called to the fact that the Texas anti- 
trust statute has been construed to prohibit the establishment of 
uniform resale prices for automobiles sold at retail, resulting in pre- 
Korean margins for dealers in that State different than those prevail- 
ing in other States. The amendment requires OPS to issue regula- 
tions giving full consideration to the pre-Korean margins resulting 
from this construction of the State anti-trust statute. 


S 


SsCcc=- 


practices 
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STATE MINIMUM PRICES 


The committee’s attention has been directed to some cases where 
ceiling-price regulations interfere with the enforcement of State mini- 
mum-price laws. The amendment contained in section 108, therefore, 
provides that ceiling prices for materials sold or delivered in any State 
shall not be below the minimum prices of such materials as fixed by 
that State’s minimum price law or regulation which is now in effect. 
Fair-trade laws have been excepted from the operation of this amend- 
ment. Under this amendment where it ts shown that the ceilings are 
less than the minimum price level in effect in a State the President 
must adjust ceiling prices to make them conform to the provisions of 
the amendment. 


SUSPENSION OF PRICE REPORTING 


The committee is of the opinion that where a seller's effective 
ceiling prices for a material or service are substantially above the 
selling prices, there is no need to continue his OPS reporting require- 
ments as to these ceilings. The amendment therefore provides that 
when a seller files a certification showing that his selling prices for a 
material or service are 7 percent or more below his ceiling prices, the 
requirements of OPS ceiling-price regulations relating to reporting 
and furnishing of information will be suspended. The reporting 
provisions remain operative only as to sales made at a price higher 
than 7 percent below the applicable ceiling price. 

Apart from relieving sellers of the burden of price reporting in 
cases where prices are 7 percent below ceilings, the amendment has 
the advantage of providing an inducement to sellers to reduce and 
keep prices 7 percent or more below ceilings in order to avoid the 
burden of making reports to the OPS. 

Your committee has received complaints from witnesses appearing 
during its hearings about the burden imposed on business by record- 
keeping and reporting requirements contained in ceiling-price regula- 
tions. Your committee recognizes that some such requirements are 
inevitable in any price-stabilization program. It seems, however, that 
such requirements have not always been confined to those which are 
essential as, in the opinion of your committee, they should be. Exces- 
sive requirements are especially objectionable where soft market 
conditions currently prevail, and are particularly irksome and undesira- 
ble in the case of small business. Your committee, therefore, urges 
that these requirements be confined to the keeping of normal business 
records, except where additional records or reports are indispensable 
to the fair administration of the price-stabilization program. Con- 
stant and vigilant review of price regulations should be used to assure 
adherence to this policy. 

The provision for suspension of price-reporting is directed to the 
price-stabilization program. Reports and other information required 
to be furnished pursuant to other programs under the act, such as those 
for priorities and allocations, wage stabilization, and financial assist- 
ance, are not affected. 
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REPEAL OF CREDIT CONTROLS 


As previously stated, vour committee determined that authority 
for credit controls should be removed entirely from the Defensi 
Production Act Accordingly, title \ I, which contained the author L\ 
for exercise of consumer credit. and real estate credit controls, ha 
been repeated The bill further provides that after the date of 
enactment of the Defense Production Act Amendments of 1952. n 


voluntary program or agreement for the control of credit shou 


approved or carried out under section 7OS of the act 


t 


ld bye 


CONTRACT LIABILITY 


Section 707 of the aet now contains an exculpatory provision 
under which a person who is unable to perform a contractual obliga- 
tion because of his compliance with any rule, regulation, or order 
issued pursuant to the act cannot be held liable for damages or 
penalties under such circumstances. The provision as now written 
might be construed to limit its application to those cases where the 
person is unable to perform a contract due to his compliance with a 
rule, regulation or order issued under the act. Beeause of the general 
application of allocation controls it was not the imtention of the 
committee to so restrict its application Kor example, to make it 
clear that 1t is intended also to cover the situation where a contractor 
is unable to perform because his source of supply is prohibited from 
manufacturing the article by such a regulation or order, the first 


sentence of section 707 is amended by ce le ting the word ‘his a 


STABILIZATION OF INTERSTATE MILK MARKETS 
A new subsection (d) relating to the stabilization of prices and 
marketing conditions in certain interstate milk markets 
an amendment to section 717 of the act. 

The Agricultural Marketing Agreement Act is an important factor 
In maintaining orderly and stabilized interstate markets for fluid milk. 
Under the supervision of the Secretary of Agriculture, strife and dis- 
order are eliminated, adequate supplies of milk are assured, and prices 
are set at levels which are fair and reasonable in relation to the cost 
of feed and other economic factors. Cooperative associations of 


} 
aaaded as 


farmers in the regulated markets assist in accomplishing these results. 

Congress has recognized the stabilization of prices and marketing 
conditions under Federal marketing orders as an integral part of the 
over-all stabilization program and has provided that price controls 
under the Defense Production Act shall not be permitted to interfere 
with the effective operation of the marketing orders. 

It would be a useless gesture to enact legislation designed to stabilize 
prices, encourage production, and maintain the orderly distribution of 
essential commodities if at the same time conditions which appear 
likely to produce directly opposite results are not corrected 

In several large interstate milk markets, regular payments have been 
made for many vears to cooperative associations for market-wide 
services performed in good faith by the cooperatives. The payments 
were authorized by official quasi-judicial orders of the Secretary of 
Agriculture, issued after public hearings and not appealed from. The 
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cost of the services to the market was deducted from producer funds 
and was thus spread equally over all producers who sold milk on the 
market. 

A recent decision of the Supreme Court invalidated a provision in a 
Federal milk-marketing order authorizing such payments. Coopera- 
tives in affected markets are threatened with suits to recover past 
payments. Unless some reasonable regulation is provided, such suits 
may seriously impair the effective and orderly marketing of milk 
interstate commerce. Prices and production which it has taken years 
to stabilize into orderly patterns will be disrupted. 

This amendment provides a short uniform statute of limitation to 
prevent the uncertainty of such suits from clouding the market for the 
various periods of the State statutes. It regulates such suits by 
eliminating class actions, thus limiting the suits to those producers 
who desire to sue. In addition, it requires the claimant to show a 
reasonable degree of diligence in protesting the deductions. These 
requirements are in addition to other defenses, and are needed to 
prevent a burden on interstate commerce and to prevent the dis- 
organizing and unstablizing of important markets contrary to the 
purpose and objective of the Defense Production Act. 


EXTENSION OF THE ACT 


The President in his message to the Congress on the Defense 
Production Act requested that it be extended for 2 years, until June 
30, 1954. H. R. 6546 would have authorized such an extension. 
Your committee, however, feels that annual review by the Congress 
of any program of economic controls is a wise procedure. It has, 
therefore, extended the life of the act for only one additional vear, 
until June 30, 1953. 


CERTAIN TECHNICAL VIOLATIONS 


Your committee has received several complaints concerning the 
general ceiling price regulation affecting lumber distributors in 
southern areas with respect to which your committee believes relief 
must be afforded. The general ceiling price regulation was issued in 
January 1951 shortly after the general price freeze. The provisions 
of the regulation as it affected such distributors was ambiguous in 
many respects, and attempts were immediately made to bring this 
to the attention of the agency. However, a period of a vear elaps v« 
before a new regulation was issued correcting and clarifying the 
matters complained of. During this period it is the understanding 
of your committee there were some technical violations of the general 
ceiling price regulation of a nonwillful character. Such technical 
violations would not be violations of the order now in effeet and but 
for the long period of time it took to issue the current order would 
probably never have occurred. It is not the intention of your com- 
mittee to condone willful violations of any price regulation or order 
in this instance or any other. But in view of the circumstances of 
these cases it is the opinion of your committee that there should be 
no prosecution of technical violations, which were novw'l!f tl, and 
which would not constitute any violation of the order currently in 
effect. 
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RENT CONTROL 


The bill would extend for 1 year, until June 30, 19538, the provisions 
of title I] of the Housing and Rent Act of 1947, as amended, which 
pertains to rent control and would likewise extend section 4 of that 
act which provides veterans preferences in the purchase or rental of 
new housing accommodations. Section 202 of the bill provides at 
unendment to title I] of the Housing and Rent Act of 1947, 
amended, pertaining to rentals charged on housing accommodations 
owned by the Federal Government. The attention of this committe: 
was called to the fact that some agencies of the Government which 
owned housing accommodations which were made available to thei 
employees were charging rents at levels which were substantially 
lower than the levels required by regulations promulgated by t] 


bit’ 
Bureau of the Budget. In order to remedy this situation the bill 
would require that all affected agencies, departments, and establish 
ments of the Federal Government shall by July 15, 1952, establis! 


and administer rents and service charges lor quarters supplied lo 


Federal emplovees and members of the uniformed services furnished 
quarters on a rental basis in accordance with regulations promulgat 


by the Bureau of the Bud 


ret Where such accommodations 
located in areas now subject to rent control, such rentals and servic 
| 


are 
charges so established must be consistent with the other provisions 
of the Housing and Rent Act of 1947, as amended 

Some witnesses who testified before the committee with respect to 
rent control recommended that authority be granted to test the 
validity of rent regulations and orders in the Emergency Court of 
Appeals. It was claimed that at the present time the validity of a 
rent regulation or order could not be tested unless the person who 
desired to test it was either brought into court Ina elvil action brought 
by someone else, or sued the Rent Administrator in the District of 
Columbia. In order that the validity of rent regulations and order 


A 


may be tested by the persons affected without requiring them either 
to sue the Rent Administrator in the District of Columbia or be the 
subject of a civil action instituted I someone else, it was the Opinion 
of the committee that the same procedure now applicable to the review 
of price control orders and regulations in the Emergency Court of 
Appeals should apply likewise to the review of the validity of rent 
regulations and orders. The provisions of the bill which amend 
sections 407 and 408 of the Defense Production Act of 1950, 
amended, would provide for such review, 


as 


SECTION BY SECTION ANALYSIS OF THE BILI 


TITLE |! AMENDMENTS TO DEFENSE PRODUCTION A¢ 
AMENDED 


l O} 1950, LS 


Ser tion 101 


This section would add a new sentence pertaining to the slaughtering 
and allocation of livestock to section 101 of the Defense Product 


Act of 1950, as ame nded. The proposed amendment would prok Dit 


On 


restrictions or limitations upon (1) the species, tvpe, or grade of live- 


A 
stock killed by any slaughterer and (2) the types of slaughtering 


operations, including religious rituals, emploved by gyniy slauel terel 


It would further prohibit the establishment of any requirement 








‘ 
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regulations relating to the allocation or distribution of meat or meat 
products unless, and for the period for which, the Secretary of Agricul- 
ture determines and certifies to the President that the over-all supply 
of meat and meat products is inadequate to meet the civilian or 
military needs therefor. It is made clear, however, that nothing in 
the amendment shall be construed to prohibit the President from 
requiring the grading and grade marking of meat and meat products. 
Section 102 

This section would rewrite the present section 104 of the Defense 
Production Act of 1950, as amended, pertaining to import controls 
of fats and oils, peanuts, butter, cheese, and other dairy products and 
rice and rice products. The proposed new section 104 would differ 
from existing law in the following respects: (1) It is made clear that 
the import controls may be exercised with respect to types and vari- 
eties of a commodity or product and (2) the Secretary of Agriculture 
would be authorized to increase the import limitations established 
under section 104 up to an additional 10 percent for each type or 
variety which he may deem necessary, taking into consideration the 
broad effects on international relationships and trade 


Section 103 

This section would amend section 302 of the Defense Production 
Act of 1950, as amended, by including within the loan authority 
presently provided in that section loans for the purpose of increasing 
the manufacture of newsprint. 
Section 104 

Subsection (a) of this section would amend section 402 (d) (3) of the 
Defense Production Act of 1950, as amended, to require that under 
any price-support program announced while title IV of the Defense 
Production Act of 1950, as amended, is in effect the level of support 
to cooperators shall be 90 percent of the parity price, or such higher 
level as may be established under section 402 of the Agricultural Act 
of 1949, for any crop of any basic agricultural commodity with respect 
to which producers have not disapproved marketing quotas. 

Subsection (b) of this section would further amend section 402 (d) 
3) of the Defense Production Act of 1950, as amended, | DY adding 
three new sentences thereto, the first two of which pertain to ceiling 
prices affecting fluid milk. The third sentence of the proposed amend- 
ment would decontrol fresh fruits and vegetables. The first s ntence 
of the proposed amendment would provide formulas for establishing 
minimum ceilings for milk products for fluid consumption for dairies 
in any milk-marketing area. The amendment would require that 
OPS ceilings for such fluid milk for dairies in any milk marketing area 
cannot be below the higher of (1) the level of prices prevailing during 
the period January 1, to June 30, 1950, or during such other nearest 
represents ative pe ‘riod determined under se ee 402 (c) and adjusted 
for all increases and decreases in the cost of ) clirect labor. including 
distribution labor and commissions, (11) cans, containers and cases, 
and (iii) raw milk and other agricultural ioamaoaiias. or (2) the level 
of prices which permit the dairies in the area the level of earnings 
assured under the Industry Earning Standard now published by the 
Office of Price Stabilization. The second sentence of the pre posed 
amendment would require in any State in which a State regulatory 
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body is authorized to establish and maintain both minimum and 
maximum prices for the sale of fluid milk, that ceiling prices established 
by the OPS for such fluid milk shall not be less than the minimum 
prices esti ab lished by the regulatory body, and in the case of maximum 
prices so estab lished, OPS ceiling rs must be Cq ial to such mMaxunum 
prices 


Section 105 


Subsection (a) of this section would amend paragraph (v) of section 
402 (e) of the Defense Production Act of 1950, as amended, in two 
respects. Section 402 (e) (v) presently exempts from price control 
rates charged by any common carrier or any public utility and further 
provides that any common carrier or other public utility shall not m 
any increases in its charges for property or services sold by it for resale 
to the public after the institution of any wage or price stabilization 
regulation unless it first gives 30 das s’ notice to the President, or such 
agency as he may designate, and consents to the timely intervention 
by such ageney before the Federal, State, or municipal authority 
having jurisdiction to consider such increase. The amendment made 
by this subsection would repeal the present statutory notice require- 
ment and intervention authority presently applicable in the case of 
propose i increases in charges for property or services nel by common 


carriers or public utilities for resale to the public. In addition, the 
ame no a nt would exempt from price control, prices charged by marine 
terminals. This exemption is effected by exempting “rates charged by 
any person subject to the Shipping Act, 1916 (Public Law 260, 64th 
Cong ,as amended bs 

Subsection (b) of this section would amend etion 402 of the 


Defense Production Act of 1950, as amended, by exempting bowlin 


allevs from price and wage controls; and subsection (ec) of this section 
would exempt wages paid for agricultural labor from wage controls 
Subsection d of this section would further amend section 402 


of the Defense Production Act of 1950, as amended, by exempting 
vages, salaries, and other compensation of persons emploved in small- 
business enterprises from the wage-control provisions of title IV 
The amendment defines a small-business enterprise for this purpose 
as one in which a total of eicht or less persons are emploved in all 
its establishments, branches, units, or affiliates. The amendment 
would exempt all such sm all-busime SS enter] rises Trom wage controls 
30 davs after enactment. The President would be given authority 
however, to exclude from this exemption, from time to time, small- 
business enterprises on the basis of industry, types of business, occu- 
pations, or areas if their exemption would be unstabilizing with re- 
spect to wages, salaries, or other ¢ OMpensation, prices, or manpower, 
or would otherwise be contrary to the purposes of the act. Thus the 
amendment would automatically exempt from wage controls all such 
small-business ente dig ma 30 days after becoming law, unless the 
were excluded by the President for the reasons previously enumerated 
Section 106 

This section would amend section 402 (Kk) of ' Defense Produe- 
tion Act of 1950, as amended the sadiele "rae amendment, 
pertaining to percentage mark-ups for wholesalers and retailers. At 
the present time the so-called Herlong amendment is applicable only 
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to regulations affecting wholesalers and retailers which were issued 
subsequent to July 31, 1951. The amendment would make the so- 
called Herlong amendment applicable to all wholesalers and retailers 
oad would further clarify this provision by making it applicable in 
the case of wholesalers and retailers who operate on a customary 
dollar-and-cent basis rather than a percentage mark-up. 
Section 107 

This section would further amend section 402 (k) of the Defense 
Production Act of 1950, as amended, by adding at the end of the first 
sentence thereof a new proviso. The proviso would be applicable 
in those States having antitrust laws which have been construed to 
prohibit adherence by sellers of materials for wholesale or retail to 
uniform suggested retail resale prices, and would require the President 
in such States to issue regulations giving full consideration to the 
customary percentage margins of such sellers during the base period. 
Section 108 

This section would amend section 402 of the Defense Production 
Act of 1950, as amended, by adding thereto a new subsection (1). 
The new subsection would prohibit the Office of Price Stabilization 
from establishing selling prices on the price paid or received on the 
sale or delivery of any material in any State below the minimum sales 
price of such material fixed by the State law (other than any so-called 
fair-trade law) or regulation now in effect. 
Section 109 


This section would amend sections 407 and 408 of the Defense 
Production Act of 1950, as amended, so as to make the protest, review 
and Emergency Court of Appeals provisions which are now applicable 
to test the validity of any price control regulation or order likewise 
applicable in the case of any rent-control regulation or order. The 
protest and review procedures, and the Emergency Court of Appeals 
provisions do not now apply to rent-control regulations and orders 
issued under the Housing and Rent Act of 1947, as amended 
Section 110 

This section would add a new section 411 to title IV of the Defense 
Production Act of 1950, as amended, which would require the suspen- 
sion of reporting requirements now applicable in connection with price 
controls under certain conditions. The proposed new section would 
suspend price-control reporting and information requirements for any 
seller with respect to sales of materials or services which he certifies 
to the President were made at 7 percent or more below applicable 
ceiling prices. 

Section 111 

Subsection (a) of this section would repeal title VI of the Defense 
Production Act of 1950, as amended, which tithe now authorizes the 
imposition of controls over consumer and housing credit. It would 
thus eliminate the authority contained in this act under which regu- 
lation W (consumer eee? and: regulation X (housing credit) have 
been put into effect by the Federal Reserve Board Subsection (b 
of this section would amend section 708 of the Defense Production 
Act of 1950, as amended, by adding a new subsection thereto pro- 
hibiting the establishment of any voluntary program or agreement 
for the control of credit. A program such as the voluntas eredit 
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restraint program which was operated under authority of section 708 
would hereafter be prohibited 


Section 112 


This section would amend the first sentence of section 707 of the 


Defense Production Act of 195C, as amended, so as to extend the 


exculpatory provisions of this section to those cases where a person is 


unable to perform a contract due to the facet that his source of supply 
of materials is unable to furnish such materials because of the supplier 
comphance with a regulation or order issued under this act. Th 
section as now written frees from liabilitv for damages or penalties a 
contractor who is unable to perform his contract because of his owt 
complhance with a regulation or ord ssucd hale | 
Section is 

This section would add a new subsectior ad) to section 7 Oo } 
Def lise Produc tion \e to] Qt) asumel 1*} ' wee } 4 OT 
would provide a st: te of limitations on actions brought to 
any cooperntl \ 1) | I } ) ) 
market adminis or u il ) 
order iss ed Dy th Sec ry ) \ ( \ 
tural Nark« ting Agreement Act of iT ! ada ! tive hs 
would provide that no such action may be n ntamed ! 
action is brought DY producers spec liv named p t\ ? 
unless each claimant shall all ve and | ) { 
time of hearing to the provision of the orde ! I 
were made and that he either ref d to | men ( 
accepted them nae protest 
Voehin 17 

Subsection i of this section ) 
Defense Production Act of 1950, as Le] 
a ine SO 1953 thre Provisiol oO} {14 } ) 
Small Defense Plant Corporation Ub 110} ) Oy} 
is amended, so as to ex a ( ) \ 
of thre 1) ens Pro etiotr , ) ys 
yea to hint Q) LTO55 ) ( 
s Jur ) 92 
riTvLe til AM DM 5 14 I I | 
NE ‘t) 

This section Would extend Vee ns p I 
purchase of new housing accommodation ) 
one additional year to -h ( ee 
NSectio I}? 

This section would amend section 204 of Lire Ho Si] ‘ ( Cel \ 
of 1947, as amended OV Aaah? the to a I lh)s 
would require all affected acencies, « part ert hd est ytist 
of the Federal Gaovernment to establish i 
members of the iniformed services furnishes qual Or 
basis in accordance with reculations pro ted | t} 3 


the Budget not late than Julv 15 Q52 
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CHANGES IN Existina Law 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


DEFENSE PRODUCTION ACT OF 1950, AS AMENDED 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act, divided into titles, may be cited 
as ‘‘the Defense Production Act of 1950’’. 


TABLE OF CONTENTS 





I sand allocations 
Pith y to requisition 
I 1 of productive capacity ar a supply 
l wage stabil ion 
I t of labor di putes 
Pith f consumer and real estate credit. [ Pepealed]} 
| visions 
+ * * * * x * 


rITLE I—PRIORITIES AND ALLOCATIONS 


Sec. 101. The President is hereby authorized (1) to require that performance 
inder contracts or orders (other than contracts of employment which he deems 
necessary or appropriate to promote the national defense shall take priority over 
performance under any other contract or order, and, for the purpose of assuring 
such priority, to require acceptance and performance of such contracts or orders in 
preference to other contracts or orders by any person he finds to be capable of 
their performance, and (2) to allocate materials and facilities in such manner, 
upon such conditions, and to such extent as he shall deem necessary or appropriate 


o promote the national defense. No restriction, quota, or other limitation shall 
be placed upon the quantity of livestock which may be slaughtered or handled 
»\ any processor. Nor shall any restriction or other limitation be established or 


maintained ipon the species. type, or grade of livesiock killed by any sla ighte rer, nor 


pon the types oft slaughte ring operations, including religious rituals, employed 
‘ ae ? . 
by any slaughterer; nor shall any requirements or regulations be established or main- 


tained relating to th 


allocation or distribution of meat or meat products unless, and 


( 

for the period for wh ch, the Secretar / of Agari ilture shal have determined and cer- 
fied to the Pre lent that the over-al supply oj meat and meat products is inade quate 
’ an or military needs therefor: Provided, That nothing in this Act 
<} be construed to prohibit the President fron requiring the grading and grade 
na of meat and meat prod icts. 


attv acids, and soap and soap powder, but excluding petroleum and petroleum 


Sec. 104. Import controls of fats and oils (ineluding oil-bearing materials, 
products and coconuts and coconut products), peanuts, butter, cheese and other 
dairy products, and rice and rice products are necessary for the 


} 


protection of the 
’ . rit niar te and een ry f th ly ted Stat n th 
esse IAL SCCUriLyv 1 erests and economy ot tie Hive {abes 1 


i@ eXISting emer- 
geney in international relations, [and no imports of any such commodity or prod- 
uct shall be admitted to the United States until after June 30, 1952, which the 
Secretary of Agriculture determines would) and imports into the United States of 
ch commodity or product, by types or varieties, shall be limited to such quant 
ties as the Secretary of Agriculture finds would not (a) impair or reduce the domestic 
production of any such commodity or product below present production levels, 
or below such higher levels as the Secretary of Agriculture may deem necessary 
in view of domestie and international conditions, or (b) interfere with the orderly 
domestic storing and marketing of any such commodity or product, or (c) result 
in any unnecessary burden or expenditures under any Governme it price support 
programs: Provided, however, That the Secretary of Agriculture after establish ng 


umport timitations, may permit additional imports of ¢ wh tyve and variety of the 


commodities specified in this section, not to exrcee d 10 per centum of the import limita- 
tion with respect to each type and variety which he may deem necessary, taking into 
consideration the broad effects upon inte rnational re lationships and trade. he 


President shall exercise the authority and powers conferred by this section. 


* * + * * * * 
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TITLE III—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


* * * * * - * 


Sec. 302. To expedite production and deliveries or services to aid in carrying 


out Government contracts for the procurement of materials or the performance of 
services for the national defense, the President may make provision for loans 
including participations in, or guarantees of, loans) to private business enterpr 


(including research corporations not organized for profit) for the expansion of 
i 


l 
i 
i 


capacity, the development of technological processes. or the production of essent 


i 


materials, including the exploration, development, and mining of strategie a 














critical metals and minerals, and manufacture newsprint Such loans mav be 
made without regard to the limitations of existing law and on such terms and 
conditions as the President deems necessary, except that financia arice 
mav be extended only to the extent that it is not otherwise availab reasonable 
terms, 

»* * * * x x - 

TITLE IV—PRICE AND WAGE STABILIZATION 
* * * * ye x * 
Sec. 402. (a ss 

* 

d l * * * 

3) No ceiling shall be established or maint: { i 
moditv below the highest of the following price The p! for 
commodity, as determined by the Secretary f Agric ture AC i 
the Agricultural Adjustment Act of 1938, as amended, and a 
Secretary of Agriculture for grade, location, and seasonal differentials, or ( 
highest price received by producers during the period from May 24, 1950 ) 
June 24, 1950, inclusive, as determined by the Secretar f Ag i re and 
adjusted bv the Secretary of Agricult re for grade i I i | ma liffers 
tials, or (iii) in the case of anv commodity for which the ar i 
during the period May 24 to June 24, 1950, the average price reé ed | ! 
ducers during the most recent representative perio prior to Ma 24 1950 
which the market for such conmodit Was act e as determined a 1 adj ted 
bv the Secretary of Agriculture to a leve ! ne with the level of pr ree i 
by producers for agricultural commodities genera luring the per i M 24 
to June 24, 1950, and adjusted bv the Secretary for grade ocat ‘ 
differentials, or (iv) in the case of fire-cured tobacco a prie 1 by 
Secretarv of Agriculture and adjusted for rac lifferentials i » 75 
centum of tl e parity price ot BR eyv toba of the orrespond rol j 
the case of dark air-cured tobacco ar Virg a ed au ) ‘ 

a price (as determined bv the Secretary of Agr ture and ad 
ditferentials) equal to 6624 per centum of the parit price of } 

the corresponding crop No ceilings sha He estat ec i 

for any commodity processed or manufactured < 

anv agricultural co odit | ( I 
agricultur commod i p I 

highest price therefor specified in t bsect p? ry 

and maintaining ceilings on products re ting fre the proce 

commodities, including livestock a generally ta i ‘ 

allowed for such processing: at ible ea ( all be | 
such processors Whenever aA ce 8 Le mM ¢ tai i nder 

respect to anv agricultural ce modityv, or ar } 

factured in whole or in substantial part theref) e Presid 

time shall adjust such ceilit ord ike ‘ ul 
stantial reduction in merchantable crop yields, u ial increase | 
tion, and other factors which result from ZA! I ¢ ( 

the productior and marketing of such agric ira i 
the ceiling (1) for anv agricultural commodity f 1950 ! y 
season commenced prior to the enactment of \ ‘ rs 

areas have different periods of marketing during ason or (2) for 
cultural commodity the same ge ral u i ) y de 
in (1), the President shall give due consideratior fTording ¢ tal tY 
to all producers of the commodity for whi the y ‘ y esta 
No ceiling shall be established or maintained l 
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below 90 per centum of the price received (by grade 
1951, as determined by the Secretary of Agriculture. 
Act shall be construed to modify, repeal, 
either (1 

announced 








pe rcentum of the parity price, or such higher level as may ve established nder section 
402 of that Act. for any crop of any basic agi cultural commodity wit! espect to 
wi ch producers have not disapproved marketing guotas oI 2 he Agricult iral 
Marketing Agreement Act of 1937, as amended, or to invalidate a mnarketing 
agreement license, or order, or any provision thereof or amendme: thereto, 
heretofore or hereafter made or issued under the provisions of the Agricultural 
Marketing Agreement Act of 1937, as amended. Ceiling prices to producers for 
milk used for distribution as fluid milk in any a not under a market 
ing agreement, license, or order issued under iral Marketing Agres 
mel Act of 1937, as amended, shall not be less than (1) parity pric rr such 
n or (2) prices Which in such marketing areas w bear tl ime ratio te i 
average farm price of milk sold wholesale in the United State t price 
such fluid n n such marketing areas bo ) ch ave mn ( hu 
the base perio as determined by the Secretarv of Agricu ‘ ‘ 
higher: Provided, howeve That whenever the Seer ! f Agric re finds th 
the | so fix ire not reasonable in view of the price of fe ivailab 
supplic it feed and other economie conditions which affeet market Ppiy a 
femia ) a Its products in al Sut na ng area Ts 
pri a ei reflect such factors, in re a ficient ¢ i pure 1 
w ome milk, and be in the publie interes hich pr ) ermined 
sha ) ed as the ceiling prices to producers for fluid mill such mat ny 
areas No et I prices to produeers for milk or butterfa ( for mianutact 
ing da products shall be issued until 1 uniess e Secretary of Agri¢ ! 
shall determine that such prices are reasonable in view of the price of feeds 
available ippll of feeds, and other economic conditions w eh atte tt supp! 
and demand for dairy products, and will insure a su ent quantity of dair 
products and br the public interest. The prices so determined shall be adjusted 
i hi ior use vracde lMlIbLV, lOocaLION, and Season ol he veal Vo ce ng p ¢ 
( ? od / fia msumption sha he esta ed o ; eda to ha é 
i” } area hich are belo the } of / fhe ( ) ) pre 
’ / thie to Jur ; 195 yr d , h oti 
y é CSE at @, oO A rel ty i " ( 
! } neluding distrib b0 »”” 
»” fy 7 / ( , , oll f ’ 
/ ) py to mane } e Ne | ture 
oO iy ij i ‘ ; } ] } ‘ ? & 
. , he } pu she fhe ©) / 
Si Wy State requlatory bo horized to establisi 
1? é xr sales of fluid n f ’ ] s/ / 
not be less than tl mini? ) } ty th 
ma ; ) ‘ ‘ ! } i by s&s } thy ) } ) Vo 
( or maintained unde ti ) f hilé 
| ! conferred by this tit ‘ ) s \ 4 
the | \ 
Pr r rentals for real propert 
Rat I é d for professional set s: Wa tlaries, and other 
ce ( i paid to PNVSICIANS ¢ mploved in a profe Ona t} C4 ed 
h | ! and KE mstitutions tor the ire O f K « 1 ed 
wa ilaries and other compensation paid to attorneys licensed to practice 
law e! oved t professional capacity by an attorne yr firt ittorne 
el ’ di he practice of his oi their profes Ol 
Prices or rentals for (a) materials furnished for publica ‘ pres 
asst i n or feature service, or (b) books, magazi es, motio pict eriodical 
ol pape other than as waste or scrap; or rates charged by any pers t hie 
bu ( pera or publishing a newspaper, periodica nagazin " 
I a I Lic broadcasting or television statioy b mot hn-piretlure oO! ther 
ster rpl or outdoor advertising ihit ie 
\ Rates charged by any person in business of sé gy or unde riting 
Insurance 
Rat I i DbV anv common carrier or other p fut Pro 
That no common carrier or other public utility shall at a me after e Pre 
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by producers on May 19 
Nothing contained in this 
supersede, or affect the of 


Hrovisions 


the Agricultural Act of 1949, exce pt that under any price support program 
le this title is in effect the level of support to cooperators shall b 
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in accordance with such regulations as may be prescribed by the President 
Within a reasonable time after the filing of any protest under this section, but 
in no event more than thirty days after such filing, the President shall either 
grant or deny such protest in whole or in part, notice such protest for hearing, or 
provide an opportunity to present further evidence in connection therewith. In 
the event that the President denies any such protest in whole or in part, he shall 
inform the protestant of the grounds upon which such decision is based, and of any 
economic data and other facts of which the President has taken official notice. 

(b) In the administration of this title and the Housing and Rent Act of 1947, as 
amended, the President may take official notice of economic data and other facts, 
including facts found by him as a result of action taken under section 705 of this 
Act, or section 206 of the Housing and Rent Act of 1947, as amended, as the case may 
be 

c) Any proceedings under this section may be limited by the President to the 
filing of affidavits, or other written evidence, and the filing of briefs: Provided, 
however, That upon the request of the protestant, any protest filed in accordance 
with subsection (a) of this section shall, before denial in whole or in part, be con- 
sidered by a board of review consisting of one or more officers or employees of the 
United States designated by the President in accordance with regulations to be 
promulgated by him. Such regulations shall provide that the board of review 
may conduct hearings and hold sessions in the District of Columbia or any other 
place, as a board, or by subcommittees thereof, and shall provide that, upon the 
request of the protestants and upon a showing that material facts would be ad- 
duced thereby, subpenas shall issue to procure the evidence of persons, or the 
production of documents, or both. The President shall cause .to be presented 
to the board such evidence, including economie data, in the form of affidavits or 
otherwise, as he deems appropriate in support of the provision against which the 
protest is filed. The protestant shall be accorded an opportunity to present 
rebuttal evidence in writing and oral argument before the board and the board 
shall make written recommendations to the President. The protestant shall be 
informed of the recommendations of the board and, in the event that the Presi- 
dent rejects such recommendations in whole or in part, shall be informed of the 
reasons for such rejection. 

(d) Any protest filed under this section shall be granted or denied by the 
President, or granted in part and the remainder of it denied within a reasonable 
time after it is filed. Any protestant who is aggrieved by undue delay on the 
part of the President in disposing of his protest may petition the Emergency 
Court of Appeals for relief; and such court shall have jurisdiction by appropriate 
order to require the President to dispose of such protest within such time as may 
be fixed by the court. If the President does not act finally within the time fixed 
by the court, the protest shall be deemed to be denied at the expiration of that 
period, 

Sec. 408. (a) Any person who is aggrieved by the denial or partial denial of 
his protest may, within thirty days after such denial, file a complaint with the 
Emergency Court of Appeals specifying his objections and praying that the 
regulation or order protested be enjoined or set aside in whole or in part A copy 
of such complaint shall forthwith be served on the President, who shall certify 
and file with such court a transcript of such portions of the proceedings in connec- 
tion with the protest as are material under the complaint. Such transcript shall 
include a statement setting forth, so far as practicable, the economic data and 
other facts of which the President has taken official notice. Upon the filing of 
such complaint the court shall have exclusive jurisdiction to set aside such regu- 
lation or order, in whole or in part, to dismiss the complaint, or to remand the 
proceeding: Provided, That the regulation or order may be modified or rescinded 
by the President at any time notwithstanding the pendency of such complaint. 
No objection to such regulation or order, and no evidence in support of any 
‘bjection thereto, shall be considered by the court, unless such objection shall 
have been set forth by the complainant in the protest or such evidence shall be 
contained in the transcript. If application is made to the court by either party 
for leave to introduce additional evidence which was either offered to the President 
and not admitted, or which could not reasonably have been offered to the President 
or included by the President in such proceedings, and the court determines that 
such evidence should be admitted, the court shall order the evidence to be pre- 
sented to the President. The President shall promptly receive the same, and 
such other evidence as he deems necessary or proper, and thereupon he shall cer- 
tify and file with the court a transcript thereof and any modification made in the 
regulation or order as a result thereof; except that on request by the President, 
any such evidence shall be presented directly to the court. 
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(b) No such regulation or order shall be enjoined or set aside, in whole or i: 
part, unless the complainant establishes to the satisfaction of the court that thi 


regulation or order is not in accordance with law, or is arbitrary o1 Lene ious 
The effectiveness of a judgment of the court enjoining or setting asi de, hole or 


in part, any such regulation or order shall be postponed until the raaieedl 1 
thirty days from the entry thereof, except that if a petition for a w rit of certiorar 
is filed with the Supreme Court under subsection (d) within such t v days 
effectiveness of such judgment shall be postponed until an order of "th Suprer 
Court denying such petition becomes final, or until other final disposition of the 
case by the Supreme Court. 

(c) The Emergency Court of Appeals is hereby continued for the purpose 
the exercise of the jurisdiction granted by this title, with the powers herein specified, 
together with the powe rs heretofore granted by law to such court which are not 
inconsistent with the provisions of this title. The court shall have the powers of 
a district court with respect to the jurisdiction conferred on it by this title: except 
that the court shall not have power to issue any temporary restraining order 
interlocutory decree staying or restraining, in whole or in part, the effectiveness 
{of any regulation or order relating to price controls issued under this title] a7 
such requlation or order The court shall exercise its powers and prescribe r es 
governing its procedure in such manner as to expedite the determination of cases 
of which it has jurisdiction under this title. 

(d) Within thirty days after entry of a judgment or order, interlocutory or 
final, by the Emergency Court of Appeals, a petition for a writ of certiorari may 
be filed in the Supreme Court of the United States, and thereupon the judgment 
or order shall be subject to review by the Supreme Court in the same manner as 
a judgment of a United States court of appeals as provided in section 1254 of 
title 28, United States Code. The Supreme Court shall advance on the docket and 
expedite the disposition of all causes filed therein pursuant to this subsection. 
The Emergency Court of Appeals, and the Supreme Court upon review of judg 
ments and orders of the Emergency Court of Appeals, shall have exclusive juris- 
diction to determine the validity of [any regulation or order relating to pric 


o> * t 


controls issued under this title J any such requlation or order, al id of any provisior 
of any such regulation or order. Except as provided i section, no court 


Federal, State, or Territorial, shall have tentadiation or eae to consider the 
validity of any such regulation or order [relating to price controls], or to stay, 
restrain, enjoin, or set aside, in whole or in part, any provision of this title or the 
Housing and Rent Act of 1947, as amended, authorizing the issuance of su ! 
tions or orders, or any provision of any such regulation or order, or to restrain or 
enjoin the enforcement of any such provision 


e) (1) Within thirty days after arraignment, or such additional time as the 
court may allow for good cause shown, in any criminal proceeding, and within 
five days after judgment in any civil or criminal proceeding, brought pursuar 
section 409 or 706 of this Act, S¢ ne 205 or 206 of the Hous ng and Rent Ac 
1947, as amended, or section 371 « title 18, United States Code, involving alleged 


violation of any provision of g 
issued under this title] any such regulation or order, the defendant may apply to 
the court in which the proceedit ig is pending for leave to file in the Emergency 
Court of Appeals a complaint against the President setting forth objections t 
the validity of any provision which the defendant is alleged to have violated or 
conspired to violate. The court in which the proceeding is pending shall gr: 
such leave with respect to any objection which it finds is made in good faith and 
with respect to which it finds there is reasonable and substantial excuse for 

defendant’s failure to present such objection in a protest filed in accordance wit! 
section 407 of this title. Upon the filing of a complaint pursuant to and withir 


i regulation or order relating to price controls 








tie 
thirty days from the granting of such leave, the Emergency Court of Appeals 


shall have jurisdiction to enjoin or set aside in whole or in part the provision of the 
regulation or order complained of or to dismiss the complaint The court may 
authorize the introduction of evidence, either to the President or directly to the 
court, in accordance with subsection (a) of this section. The provisions of sub- 


sections (b), (c), and (d) of this section shall be applicable with respect to any 
proceeding instituted in accordance with this subsection. 

(2) In anv proceeding brought pursuant to section 409 or 706 of this Act 
section 205 or 206 of the Housing and Rent Act of 1947, as amended, or section 371 
of title 18, United States Code, involving an alleged violation of any provisior 
of any such regulation or order, the court shall stay the proceeding 

’ (i) during the period within which a complaint may be filed in the Emerger 
ey Court of Appeals pursuant to leave granted under paragraph (1) of this 
subsection with respect to such provisior 
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(ii) during the pendeney of any protest properly filed by the defendant 
under section 407 of this title prior to the institution of the proceeding under 
section 409 or 706 of this Act, section 205 or 206 of the Housing and Rent Act 
of 1947, as amende d, or section 371 of title LS, I hited State s Code, seLiting 
forth objections to the validity of such provision which the court finds to 
have been made in good faith; and 

iii) during the pendency of any judicial proceeding instituted by the de- 
fendant under this section with respect to such protest or instituted by the 
defendant under paragraph (1) of this subsection with respect to such pro- 
vision, and until the expiration of the time allowed in this section for the tak- 
ing of further proceedings with respect thereto 

Notwithstanding the provisions of this paragraph, stays shall be granted there- 
inder in civil proceedings only after judgment and upon application made withir 
five days after judgment Notwithstanding the provisions of this paragrap! 

in the case of a proceeding under section 409 (a) or 706 (a) of this Act or section 


206 (b) of the Housing and Rent Act of 1947, as amended, the court granting a stay 
under this paragraph shall issue a temporary injunction or restraining ord 

enjoining or restraining, during the period of the stay, violations by the defendant 
of any provision of the regulation or order involved in the proceeding. If ar 

provision of a regulation or order is determined to be invalid by judgment of the 
Kimergeney Court of Appeals which has become effeetive in accordance with see 
tion 408 (b) of this title, any proceeding pending in any court shall be dismissed 
and any judgment in such proceeding vacated, to the extent that such proceedit 

r judgment is based upon violation of such provision Kxcept as provided it 


is subsection, the pendency of any protest under section 107 of this title. o1 
judicial proceeding under this section, shall not be grounds for staying any pro 


ceeding brought pursuant to section 409 or 706 of this 





he lrousing and Rent Act of 1947. as amended. or section 371 of title 18. United 


States Code nor, exce pt as provided i! tl is SUDsSecliol sl 








retroactiy effec 
be given to anv judgment setting aside a provision of a regulation or order issued 
inder is tith 
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FTITLE VI—CONTROL OF CONSUMER AND REAL ESTATE CREDIT 


[ru rITLE AUTHORIZES THE REGULATION OF CON MER CREDIT AND REA ESTA 
CONSTRUCTION CREDIT ONL‘ 


[SeEc. 601. To assist in carrying out the objectives of this Aet, the Board of 
ri leral Reserve System is authorized, notwitl 

Visio! of Publie Law oS6, Kightieth { ongress 61 Stat. 921), to exercise 
controls in accord 


ln ua ith and I } \ ( 
executive Order Numbered 8843 (August 9, 1941 ntil such time as the Presi- 





f 
i 














rmines that the exercise of suc ce rois is O el eCeCSSH ) 
yond the date on tich this s yn termina 
[| he exercise of its authority under this section, the Board shall not (1) 
require a down payment of more than one-third or fix a maximum maturity of 
ghteen months in connection with instalment credit exte fi f 
rchase of a new or used automobil 2) re lire a down pavment of 1 ) 
> per centum or fix a maximum n irity of less t eighteen 1 
( ( with instalment eredit extended for the pur of a | st { 
ance (including phonographs and radios and television sets), or (3) require 
payment of more than 15 per centum or fix a maximum maturity of less 
in eighteen months in connection with instalment credit extended for the pur- 
chase of household furniture and floor coverings (the down payments required 
e Board in the exercise of its authority under paragraphs (1), (2), and (3 
1ay be made in cash, or by trade-in or exchange of property, or by a combinatior 
of cash and trade-in or exchange of property), or (4 juire a de payin 
of re than 10 per centum or fix a maximum matul of | un thirt x 
months in connection with instalment credit extended for residential repairs, 
alterations, or improvements or require ling 


‘epau aiterations or lnprovements in 
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or State, which are availal and appropriat 
following terms shall ha e the toiow ff meal t tiie Pr : 1 i 
regulations further define such terms and, in additi ma 1 
trade, accounting, and other terms, insofar as a! let ons are 
sistent with the provisions of t! ion: 
Ca “Real estate construction credit’? means ar re 
partly secured by, (ii) is for the purpose of purchasing « arrvil s for 
purpose of financing, or \ ives al t to acquire or use, nev y! 
on real property or real property on whi there ew constructior \ 
in this par ph the ter ew construct means 4 ructul I 
addition or major improvement to a structur as not been begun bef 
12 o’clock meridian, August 38, 1950. As u t paragral] the ter! ! 
property” includes leasehold and other interests thi ! Not withstand 
foregoing provisions of this paragraph, t te! l estate constr I 
shall not include any loan or loans mad sured, or guaranteed by anv depar 
ment, independent establishment or age! n the exeeutive branch of the | 
States, or by a vholly owned Gi rl rat al 
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ownership Government corporation as defined in the Government Corporation 
Control Act, as amended. 

{[(2) ‘‘Credit”’ means any loan, mortage, deed of trust, advance, or discount; 
anv conditional sale contract; any contract to sell or sale or contract of sale, of 
property or services, either for present or future delivery, under which part or all 
of the price is payable subsequent to the making of such sale or contract; any 
rental-purchase contract, or any contract for the bailment, leasing or other use 
of property under which the bailee, lessee, or user has the option of becoming 
the owner thereof, obligates himself to pay as compensation a sum substantially 
equivalent to or in excess of the value thereof, or has the right to have all or part 
of the payments required by such contract applied to the purchase price of such 
property or similar property; any option, demand, lien, pledge, or similar c!aim 
against, or for the delivery of property or money; any purchase, discount, or other 
acquisition of, or any credit under the security of, any obligation or claim arising 
out of any of the foregoing; and any transaction or series of transactions having a 
sumuar purpose or effect. 

[Sec. 603. Any person who willfully violates any provision of section 601, 





602, or 605 or any regulation or order issued thereunder, upon conviction thereof, 
shall be fined not more than $5,000 or imprisoned not more than one year, or 
potn. 

{sec. 604. All the present provisions of sections 21 and 27 of the Securities 
Exchange Act of 1934, as amended (relating to investigations, injunctions, juris- 
lictions, and other matters), shall be as fully applicable with respect to the exercise 
bv the Board of Governors of the Federal Reserve System of credit controls under 
section 601 as they are now applicable with respect to the exercise by the Securities 
and Exchange Commission of its functions under that Act, and the Board shall 
have the same powers in the exercise of such credit controls as the Commission 
now has under the said sections 21 and 27. 

[sec. 605. To assist in carrying out the objectives of this Act the President 
may at any time or times, notwithstanding any other provision of law, reduce, 
for such period as he shall specify, the maximum authorized principal amounts, 
ratios of loan to value or cost, or maximum maturities of any type or types of 
loans On real estate which thereafter may be made, insured, or guaranteed by any 
department, independent establishment, or agency in the executive branch of 
the United States Government, or by any wholly owned Government corporation 
or by any mixed-ownership Government corporation as defined in the Govern- 
ment Corporation Control Act, as amended, or reduce or suspend any such 
authorized loan program, upon a determination, after taking into consideration 
the effect thereof upon conditions in the building industry and upon the national 
economy and the needs for increased defense production, that such action is 
necessary in the public interest: Provided, That in the exercise of these powers, 
the President shall preserve the relative credit preferences accorded to veterans 
under existing law: And provided further, That no more than 4 per centum down 
payment shall be required in connection with the loan on any home made or 
guaranteed by the Veterans’ Administration pursuant to the Servicemen’s Read- 
justment Act of 1944, as amended, and the sales price of which home does not 
exceed $7,000; and no more than 6 per centum down payment shall be required 
in connection with any such loan where the sales price exceeds $7,000 but does 
not exceed $10,000; and no more than 8 per centum down payment shall be re- 
quired in connection with any such loan where the sales price exceeds $10,000 but 
does not exceed $12,000. Subject to the provision of this section with respect to 
preserving the relative credit preferences accorded to veterans under existing 
law, the President may require lenders or borrowers and their successors and 
assigns to comply with reasonable conditions and requirements, in addition to 
those provided by other laws, in connection with any loan of a type which has 
been the subject of action by the President under this section. Such conditions 
and requirements may vary for classifications of persons or transactions as the 
President may prescribe, and failure to comply therewith shall constitute a 
violation of this section. 

[Sec. 606. Not more than 10 per centum down payment shall be required pur- 
suant to section 602 or section 605 of this Act in connection with the loan on any 
home not made or guaranteed by the Veterans’ Administration and the trans- 
action price of which home does not exceed $7,000; nor more than 15 per centum 
in connection with any such loan on any home the transaction price of which 
exceeds $7,000 but does not exceed $10,000; nor more than 20 per centum in con- 
nection with any such loan on any home the transaction price of which exceeds 
$10,000 but does not exceed $12,000. The term of any loan referred to in the 
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preceding sentence or in the last proviso of section 605 sha 
less than twenty-five vears. ] 


Src. 707. No person shall be eld lial a 
or failure to act resulting direct r indirectly from [his] 
regulation, or order iss led pursuant to thi \ i 
rule, regulation, or order shall thereafter be 
authority to be invalid No person 
to Which priority is a rned or for w! 1 a 
title I of this Act or under anv rule, reg r ord 
charging higher prices or by imposing ¢ 1 
or contracts than for ther generally ol 
other Mann 
Sec. 7O8. (a) The Presid ‘ ( 
ndustry, business, finaneing, agric 
t co) ivi ‘ 
0 buitay i sa i 
bD No ae? ¢ ol ~ ‘ to ne rs ( 
is in effeet, if 1 ‘ 1 } the Pre ti 1 iT 
program approved ( ect 1 Pre 
publie interest as eontributing to 
within the prohibitio:s of the antitrust la Feder ( 
Act of the | ed Stat \ 
coverage Of this sectio A 1a 1 ( 
furnished to the Attorne General and tt ( ‘ i 
Commission when made, and it ull be publist e | t | 
publication thereof would, i oO ion of t P i 
SeECUrIt’ 
c The aut rity granted Subsector | t é eed 
officials who shall for the purpose of such delegat er re 
bv the President by and with the advice and « ( tT S 
wise required to be so appointed, and (2) upon the eond 
consult with the Attorney General and wit! { i 4 f | 
Commission not less than ten davs before ma ul 
under, and (3) upon the condition that such off \ bta 
Attorney General to anv request thereunder before ma y 
purpose of carrving out the objectives of tit L of 1 Let, tl withor granted 
in subsection (b) of this section shall not be delegated except is I il 
of the Government 
(d) Upon withdrawal of any request or finding made hereunder the prov ns 
of this section shall not apply to any subsequent act or Omission to act by reas 
of such finding or request. 
e) The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 


small business, or otherwise promote undue concentration of economic power 
the course of the administration of this Act The Attornev General shall submit 
to the Congress and the President within ninety davs after the approval of this 
Act, and at such times thereafter as he deems desirable, reports setting forth the 
results of such survevs and ineluding such recommendations as he mav deem 
desirable 

f) After the date of enactment of the Defense Production Act Amer 
no voluntary program or agreement for the control o edit s} by proved o 
out under this section. 


~*~ * ~~ * * * 


Sec. 714 a) 1) It is the sense of the Congress that small-business concerns 
be encouraged to make the gr@atest possible contribution toward achieving the 
objectives of this Act In order to carry mut ti ti | i \ ‘ 
an ageney under the name ‘Small Defense Plants Administratiot hereinafter 
referred to as the Administration), which Administration shall be under the ge 
eral direction and supervision of the President and shall not be affiliated with 
be within any other agency or department of the Federal Government. The 
principal office of the Administration shall be located in the District of Columbia, 
but the Administration may establish such brane! flices in other places in the 
United States as may be determined by the Administrator of the Administ 
For the purposes of this section, a small-business concern shall be deemed to be 
one which is independently owned and operated and h is not dominant in its 


4 
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of operatior The Administration, in making a detailed definition, may 








these crite a. among others independency ot ownership and operat or num- 

f empl es, di volume of business, and nondominance in its field 
} The Administration shall not have UCCeSSLOI beyond Jur 8) [1952] 
19 pt tor purpose of mquidation uniess ts if Ss extel iT a | yond suc! 
date p lant to an Act of Congress It shall have power t idopt aiter. and use 
a seal, which shall be judicially noticed; to select and employ such officers, em 
ployees, attorneys, and agents as shall be necessary for the transaction of business 


of the Admin Stration: to letine the ir authorit\ an | j ities, require | nas of then 





and fix the penalties thereof. The Administration, with the consent of anv board 
commission, independent establishment, or executive department of the Govern- 
ment, mav avail itself of the use of information, services, facilities, including at 
field service thereof, officers, and employees thereof in carrving out the provisi 
of this sectiol 
2 * * + * 

Sec. 717. (a) This Act and all authority conferred ereunder sha erminate 
at the close of June 30, [1952] 1983. 

(D Notwithstanding the foregoing 

1) The Congress by concurrent resolution or the President by proclama- 


tion mav terminate this Act prior to the termination otherwise provided 


2 T e Congress may also provide DV col irrent resolutio that any 
section of this Act and all authoritv conferred thereunder shall terminate 


prior to the termination otherwise provided therefor 


3) Anv agenev created under this Act mav be continued existence for 


purposes of iquidation for not to exceed six mont 


the provision authorizing the creation of such ager 


‘ 
c) The termination of any section of this Act. or of 
utilized under this Act, shall not affect the disbursemet 


\ mr corporation 





inds under, or the 
carrying out of, any contract, guarantee, commitment or other obligation entered 


into pursuant to this Act prior to the date of such termination, or the taking of 


anv action necessary to preserve or protect the interests of the L nite 1 States 1b 
ANY &! Munts @ay anced or paid out in carrying on operations under this Act 
L Vo actio or the recovery cf any cooperative payment ma letoa cooperat ve 

asso ition by a Market Administrator under an invalid provision of a milk marketing 
order sued by the Secretary of Agriculture pursuant to the Aari« tural Marketing 
Agreement Act of 19387 shall be maintained unle ich actior brought by produce 
spe fically named as party plaintiff. to recover the espective share of h payment 
within ninety days afte? the date of enactment of the Defense Prod {207 ict Amend 
ments of 195 th respect to any cause of action heretofore a ied and ot otheru é 
ha ed oO th ninety days atte r accrua rill espect to { é payne ts, Ind 

niess each clarmant sha alle ge an i prove ] that he Hiected at the i a ng to the 
pro yns of the order under which such payments were made and (2) that he either 
refused to accept payments computed with such deduction or accepted then nde? 
protest to erthe the Secretary or the Admin frato The dist t courts of the [") ted 
State ha have exclusive original jurisdiction of a ich actions regardle of the 
amount nvolved T} s subsection shall not apply to fund heta n escrow pursuant 
to co order Notu thstanding any other prot on of thia Act, not mination 
date ha he applicahle to this subsection 





HOUSING AND RENT ACT OF 1947, AS AMENDED 


TITLE I—AMENDMENTS TO EXISTING LAW 


S { : x * 
* ‘ ‘ « ‘ : * 
r ‘I S section shall cease to be in effect at the =e Of June 30 (i! 
or upon the date that the President proclaims that the protection to \ 


World War II or their families provided by this section is no longe 
whichever date is the earlier, except that as to offenses committed, or 


liabili 





t 
ities incurred, prior to such termination date, the provisions of 











82p CONGRESS | HOUSE OF REPRESENTATIVES ( REPORT 
2d Nession \ f No 2178 


AUTHORIZING PAYMENT FOR TRANSPORTATION OF DEPENDI 
BAGGAGE, AND HOUSEHOLD GOODS AND EFFECTS OF CERT 


OFFICERS OF THE NAVAL SERVICE AND COAST GUARD UNDI 


CERTAIN CONDITIONS 


JUNE 17, 1952 Committed to tl Cor rhitte I Wi} 


Mr. Kinpay, from the Committee on Armed Services, subtitéed 
— — 


followin 
REPORT x 
[To accompany H. R. 5065 


The Committee on Armed Services, to whom was referred thi 


(H. Kt. 5065) to authorize pavment for transportation of dependet ts 


‘ 
' 


baggage and household goods and effects of certain officers of 


naval service under certain conditions. and for other purposes hav Ing 


considered the same, report favorably thereon with amendments 
recommend that the bill, as amended, do pass 

The amendments are as follows: 

On page 8 line 1, delete the words “Secretary of the Navy 
insert in leu thereof “Secretaries of the Nav \ and Treasury 
respect to the Coast Guard”’. 


On page 1, line 5, delete the words “and Marine Corps” and in 


1 


the words “, Marine Corps and Coast Guard”’ in leu thereof 


On page e lines 7 and oS, delete the words ‘‘o1 VMiaring (‘or ps Re ser 


and insert in lieu thereof “, Marine Corps Reserve officers or C 


Guard Reserve” 
Amend the title so as to read: 


A bill to authorize payment for transportatior of dependent: a 


household goods and eff ets of certain officers of t}! aval service a 1 { A (, 


under certain conditions. and f r other purposes 


The purpose of H. R. 5065, as amended s to pro. de for 


pavment of the transportation of dependents and transportati 
| 


baggage and household effects within the preseribed weight allowa 


from home of record to first duty Station in the ease of He 
officers of the Navy, Marine Corps, and Coast Guard appoint: 
officers of the Regular Navy, Marine Corps, and Coast Guard d 
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the period May 8, 1945, the date of the surrender of Germany, 
through March 31, 1951, the effective date of the Joint Travel Recula- 


pursuant to section 303 of the Career Compensation 


tions, issued 
Act of 1949 

Prior to April 1, 1951, there was no authority for the payment of 
transportation and household effects of ofhies rs ol the Re oular com- 
ponents of the Armed Forces from home to first duty station, although 


there is such authority now under regulations promul; 


to the Career Compensation Act. However, prior to April 1, 1951, 
= 
i 


ated pursuant 


there was authority for Reserve officers of the Armed orces lo 
1 : 

port their dependents and household effects at Government e (pense 

. 1 } } ! 

irst duty station when such personnel were ordered to 


from home to 


active dutv ahd trom last duty Station to home Upon release Lo 


This latter privilege is likewise provided for in the 
regulations issued 


pursuant to the Career Compensation Act 


The officers involved transported their household effects on Govern- 
nent bills of lading or at their own expense contemplating reimburse- 
ment thereof and transported their dependents on transportation 

( StS 1s { | th Crovernment or at thi ir own ypens eontem- 
plating reimbursement at a time when the Navy and Coast Guard 
W Cheoul l thre oflicers nvolved \< become Ri rl il ollie Ts clue 
to the creat LOdus f Reserve personnel dur he the p riod of sudden 
( oli} r ) 

Ihe yf Tie rs wu vol rar Wel ss ied Ol lers to report tot i yhvsical 
eX nh tion atl he pol ne est to then home where such CXamMiha- 

ms wer en and upon passing their physical examination, re- 

ved orders to report to their first duty station After a number of 
these amounts had been paid, the Comptroller General | qd that 
nder such circumstances, since the officers were given Regul com- 

issions, they could not have their household effects and transporta- 
lon OF depen ents paid for at Government expense to the first duty 
Station 

Had these officers been commissioned in the Regular Navy ftey 
reporting to their first dutv station, which was the case in a large num- 
Del of milital \ personnel, there would have by en ho que sti mn of their 
right to transportation of dependents and shipments Ol household 
effects 

Since the Navy and Coast Guard officers had prey iously made ship- 

i! vhile on active duty as reservists, they had rood reason to 


expect payments of shipments and transportation ol dependents at 
Government expense when they accepted commissions in the Regular 
In many cases it would work an extreme hardship on the 


junior officers recalled to pay the cost which in many cases amounts to 
over S500. In addition, it would be unfair to them since other officers 
n the Army and Navy in similar situations had such expenses paid 
lor at Government expense. 

Cases of this type will not reoecur since regulations issued pursuant 
to the Career Compensation Act permits such transportation and 
shipments. 

The legislation would legalize the erroneous payments made at 
Government expense by the Navy and Coast Guard and would author- 
ize payments to those officers who made the shipments of household 


effects and transportation of dependents at their own expense. 
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AUTHORIZING THE SECRETARY OF THE AR ro 
TRANSFER CERTAIN LAND IN THE VIRGIN ISLANDS 


Mr. DurHaAM, from the Committee on Arn Sery sul teFihce 


following 2 


REPORT s 


The Committee on Armed Services, to whom was 


(H. R. 5198) authorizing and directing the Secretary of tl \rmy to 
transfer certain property located in S Thomas, V. | oO the co ) 
and administrative supervision of tl Department of the ] 


having considered the same, report favorably ther 


ment and recommend that the bill do pass 


The purpose of this measure is to direct the Secret ( Art 
to transfer, without reimbursement, to | Departi ( 
Fort Segarra and Crown Mountain ’ 


the Virgin Islands. 

Fort Segarra, which comprises approximat ‘ 
quired in 1944 at a cost of $10,000 and as unproved e Col 
tion of barracks anc attendant tacilities a uv COS is SH U00 


During the war it was used as a harbor defense installatio Sine 
August 1950 it has been under permit to the Department of tl 


Interior. There is no further need for this property by the Depart 
ment of Defense and there is no objection therefore to its transfet 
the Department of the Interior. The estimated current market valu 
of the installation in its present state is approximately $60,000. — Its 
estimated net salvage value is approximate ly 820.000 less the X] 
involved in the demolition and removal of any cone! or concrete 
block walls and other sumilar permanent constructiotr 

Crown Mountain air warning site, which comprises 26.72 acres, Was 
acquired by the United States in 1941 and 1942 at $3,462 and 
was improved at a cost of approximately sz OF i ; tiliz 
during the war as an air warning station There no { her need 
for this property by the Department of Defense at thi : 
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objection therefore to its transfer to the Department of the Interior. 
The estimated current market value of this installation is $35,000 
[ts net salvage value is approximately $3,300 which does not take into 
consideration the cost of removal of concrete structure and other 
similar permanent construction. 

Knactment of this measure into law would not involve the expendi- 
ture of any Department of Defense funds. 

The Department of Defense favors the proposed legislation and the 
Bureau of the Budget advises that it interposes no objection, as is 
evidenced by the letter of the secretary of the Army which is hereto 
attached and made a part of this report. 


j | 2s Q52 
Hy { RI VIN 0 
C} in, ¢ ee on Armed S s 
House of I 
DEAT \Irn. VINSON Reference is made to our ( ~ of 
Defense for the views of the Department of Defense with respect to H. R. 5198, 
highty-second ( ress, a bill authorizing and directing the Secretary of the Army 
transfer certain property located in St. Thomas, V. 1., to the control and admin- 
ipervision of the Department of the Interior he Secret; f De- 
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of the Department of Defense thereor 
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\MENDING THE ACT 


y 17, 1952.— i wth ata 
T Pa > 
Mr. Kinpay om the Co { bat tot e 


} 1? ] R 
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( OrDps hal ( ) i Cy iva ihe { 

July lt LSOY 1() | ~ ( a | 

Army and the Air F Pres | 

Operation of section 1766 Re \ a I 
the Army and Air Force, except ( - : 

it special order of the Se | ) ! ti 

adoes not ¢crant this suspension to N \I &. ( 
Guard officers. And under section 1766, R sed St 

can be paid to any person for his compet I 0 I ) 
the United States until he has accounted for and paid into the 71 : 


all sums fo which lv minay oe 


ur abl] 
{ the present time. the Na hia oO author LO |} I 


Tr 
| hus, it 


accountable othieer any pav or allowal ‘ a ue 
even when caused by theft bya tI | i this ) Ss hl v1 ‘ 
hardship on the officer and his dependent he proposed 
would permit the suspension of section 1766, Re ds 

Cuses where accounting or disburs! wr OLLLE il uw Ne 

involving failure to account for mon 

and in anv case where the Comptrol ( | 
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outstanding in the final settlement of a disbursing officer’s account, 
unless the Secretary of the Department concerned, in his discretion, 
issues an order to the contrary, or unless the indebtedness is admitted 
or shown by the judgment of a court. It would authorize the Secre- 
tary, at his discretion, to withhold part of the officer’s pay and at the 

same time allow payment as might be required for the subsistence and 
pe rsonal welfare of the officer and his dependents. 

The advantages of discretionary application of section 1766, Revised 
Statutes, are considered to outweigh the need for compulsory and 
speedy liquidation of occasional shortages. No cost to the Govern- 
ment is involved. 

The Navy Department on behalf of the Department of Defense 
recommends enactment of the proposed legislation from the stand- 
point of social justice and in the interest of interservice uniformity. 

The Bureau of the Budget has stated that there is no objection to 
the presentation of subject legislation for the consideration of Con- 
oTeSs 

The Department of Defense recommends enactment of the proposed 
legislation as indicated by the following letter, hereby made a part of 
this report: 

ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., February 4. 1952. 
Hon. Sam RayBuRN, 
Spe akey of the House of Re prese ntatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of proposed legis- 
lation to amend the act of July 16, 1892 (27 Stat. 174, ec. 195), so as to extend to 
the Secretary of the Navy, and to the Secretary of the Treasury with respect to 
the Coast Guard, the authority now vested in the Secretaries of the Army and 
Air Force with respect to the withholding of officers’ pay. 

This proposal is a part of the Department of Defense legislative program for 
1952 and the Bureau of the Budget has advised that there would be no objection 
to its presentation for the consideration of the Congress. The Department of 
Defense recommends that it be enacted by the Congress 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to extend to the Navy, Marine 
Corps, and Coast Guard the provisions of the act of July 16, 1892 (27 Stat. 174; 
10 U.S. C. 877), now applicable only to the Army and the Air Force. This act 
suspends the operation of section 1766, Revised Statutes, in the case of officers 
of the Army and the Air Force except under certain circumstances or upon a 
special order issued in the discretion of the Secretary concerned. Under seetion 
1766, Revised Statutes, no money can be paid to any person for his compensation 
who is in arrears to the United States until he has accounted for and paid into the 
Treasury all sums for which he may be liable. Although section 1766, Revised 
Statutes, has been the subject of various interpretations by the legal and account- 
ing officers of the Government and by the Court of Claims, the statute generally 
has been held to apply only to persons engaged in the collection and disburse- 
ment of public funds who are required to render accounts therefor. It has been 
held not to apply to ordinary debtors of the United States, 

Enactment of the proposed legislation would permit the suspension of the 
operation of section 1766, Revised Statutes, in cases where accountable or dis- 
bursing officers are awaiting final action on charges involving failure to account 
for moneys or property for which they are accountable, and in any case where 
the Comptroller General has reported an amount outstanding in the final settle- 
ment of a disbursing officer’s account, unless the Secretary of the Department 
concerned, in his discretion, issues an order to the contrary. It would authorize 
the Secretary at his discretion to withhold part of the officer’s pay and at the 
same time allow payment as might be required for the subsistenee and personal 
welfare of the officer and his dependents. 





AMENDING THE ACT OF JULY 16, 1892 3 


The advantages of discretionary application of section 1766, Revised Statute 
are considered to outweigh the need for compulsory and speedy liquidation of 
occasional shortages. The Department of Defense further recommend - 
ment of the proposed legislation from the standpoint of social justice and in the 
interest of interservice uniformity. 

Legislative references.—None. : 

Cost and budget data No additional cost to the Government 


this legislative proposal. 
Department of Defense action agency.—The Department of the Navy has beer 
designated as the representative of the Department of Defense for t} it 
Sincerely yours 
( ae 


CHANGES IN EXISTING LAW 


In compliance with clause 2a of rule XIII of the Rules of the Houss 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amende 
by the various provisions of the bill 


EXxIsTING LAw I Bi 


10 U. 8. C. 877 provide S: 





The pay of officers of the Army may Che pay of officers of the Art Na 
be withheld under section 82 of Title 5 Air Fore Marine ¢ rps, and Coa 
on account of an indebtedness to the Guard may bi thheld under se 
United States admitted or shown by the 1766, Re 1 Statutes, o a 
judgment of a court, but not otherwise ar it dri ) i Sta 
unless upon a special order issued a aa lag 
cording to the discretion of the Secretary a 
of War (July 16, 1892, ch. 195, 27 Stat. a i I 1a g t 
177). 1 etio r 4 Secreta! f tl 1) 

pa { 
oN 
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participation in qualified trust plans in the same tax light as thos 
acquiring securities directly. 
The principal difference between direct acquisition of securiti 


ana the purchase of; see ivities through a qualified trus plan ela 


to delivery Direc acquisition results in mmmectiate deliv y while 
under the (Tust plan the securities are purchased in the name of tl 
trustees and held for delivery to the emplovee at a future date. Di 
Sp te the element of delaved delivery, equitable owne: hip of a ithe 
purchased by a trustee for an emplovee from the emplovee’s contrib 
tions to a q ialified trust is vested in the emplovee from the date the 


securities are purchased by the trustee Your committee Hbeileve 


therefore tha thre emplovee should be in the same position i ‘\ 
as i he hac pu chased such securities direct 


Under the amendment, any net unrealized appreciation which is 


excluded from income in the veal of distribution is subjeet to tax 
when the securities are later sold (or otherwise disposed of in a taxabl 
transaction The amount of such excluded appreciation 

hands of the rec pient shall not be included in the basis of the sto 


or other securities distributed. 
The Treasui \ Department has no objection LO the echactment of the 


propose (| leo is 


mittee. 


ution which Was inanimously reported Dy Vou CO] 
CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XTIT of the Rules of th 





> } l i 
House of Rep esentatives, changes in exisung law made by the bil 
as introduced, are shown as follows CXIStING law proposed to bet 
4 ] ] ] ; | 
omitted is enctosed nm black brackets, hew mabbler is printed Ub watics 


existing law it} wh ch ho change is proposed is shown hh Yor: 





Sec. 165. Emptoyegs’ Trusvs. 

i \Al Y I I EFIi¢ RY I} itt i it) i 
i rit el ny l il 
i ade availab ler s¢ Ze (I 2) a i 
i ( era for which is e amoun ! b 1 ‘ 
r i i dis MUTTON pavabl I ) ( i ) i 
pa ! ( \\ Kable ea 1! ‘ 
( ( i irom | ( iT he NOU! ( 1) ) ( 
( l I im l s contributed b he ¢ WD | i 
i ) ile or ex unge of a capital ass¢ I { I ( 5 
W al dil if) lol clude securitic ( 1O ra 
{ } } ext led from such exe he 1 i 1 app i i 

) mfr ( he otal list IMNULIONS nh = ‘ [ 
t} ‘ rp! r “ oOrarior SO dis ribute i | ( Line i 
appreciatio d the resulting adjustments to basis of the securities of the 
cory atlor distributed shall be determined i LAce 1 re i 
\ } all | ) ! he Secretary For purpose rf | 
te ecu | neal | ires of st and bonds or debe ! { 
2 rp , ! COUPONS or in Tre red form, and tt f ( I 
of employ corpe io includes secur of a parent o1 ysiciia po 
tu is det ~ 130A (d 2) and (3) « he ¢ love rp Lt1o 
no ; no hua dist ) cad ) na y ) 
f J ; ( f ) , 

( ; ! ; f the em Our » / 
a } ! ts to basis ¢ h se shall ¢ 
ie canis j taos hich si he ( ed 








Union Calendar No. 682 


82p Conaress (| HOUSE OF REPRESENTATIVES § Report 
2d Nession \ No. 2182 
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AND COSMETICS 


JUNE 17, 1952 Committed to the Committee of the Whole House n the State 


of the Union and ordered to be printed 


> . ‘ oa P wo at 
Mr. Detaney, from the Select Committee To Investigate the Use of- 
Chemicals in Foods and Cosmetics, submitted the follof*ine= 


REPORT 


{Pursuant to H. Res. 74 and H. Res. 447, 82d Cong., Ist sesa4 


COsMI rics 


IL. INTRODUCTION 


The Select Committee To Investigate the Use of Chemicals in Food 


Products was created under the provisions of House Resolution 323 
(Sist Cong., Ist sess.), agreed to June 20, 1950. The committee was 


appointed by the Speaker of the House on July 20, 1950 Hous 
Resolution 739, agreed to August 21, 1950, appropriated $30,000 fron 
the contingent fund of the House to finance the investigatior Pub 
hearings were held during the months of September, Novem! 


December 1950. Twenty days were devoted to these hearings, 
which 74 witnesses were heard. 
On January 3, 1951, the committee submitted its report (H. R 


3254, Sist Cong., 2d sess.), which summarized the testimony presented 


to it and recommended that further study and investigation be und 
taken before final conclusions were reached At the close of tl 
Eightv-first Congress, the committee had expended § 181.43 of the 
$30.000 appropriated for its investicatior The u xpended balances 
of $16,818.57 was returned to the contingent fund of the Hous Ot 
the sum expended, $3,668 14) were paid to the exe C1 branch of the 
Government {o1 the Sf rvices ot person el | mned to } committee o 
a reimbursable basis. 

On February 2, 1951, the House agr Ho Reso! yn 74 (S2d 
Cong., Ist sess which authorized the committe LO OM 
Investigation during the life of the Eighty-second Congres Hi 
Resolution 128 (S2d Cone... 1st ‘ ; o Februar OF 


appropriated $75,000 from the conti i of th Ho 
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finance the committee’s operations. Of this amount, approximately 
$45,000 will have been expended by the committee at the conclusion 
of its deliberations. It is estimated that $30,000 will be returned to 
the contingent fund of the House. Approximately $25,000 of the 
expended amount will have been paid to the executive branch of the 
Government for the services of personnel borrowed by the committee 
on a reimbursable basis. 

On October 15, 1951, the House agreed to House Resolution 447 
82d Cong., Ist sess.), which extended the scope of the committee’s 
authority: to include 
* an investigation and study of the nature, extent, and effect of the use of 
chemicals, compounds, and synthetics in the production, processing, preparation, 
and packaging of cosmetics to determine the effect of the use of such chemicals, 
-ompounds, and synthetics upon the health and welfare of the Nation. 


i 


Pursuant to the instructions contained in House Resolution 74 and 
House Resolution 447, public hearings were held during April, May, 
June, October, and November 1951, and January, February, and 
March 1952. The committee devoted 39 days to public hearings, in 
which 143 witnesses were heard. During the whole life of your com- 
mittee, 59 public hearings were held and 217 witnesses presented their 
views. These witnesses included representatives of the American 
Medical Association, American Public Health Association, New York 
Academy of Medicine, American Dental Association, National Re- 
search Council, United States Public Health Service, United States 
Food and Drug Administration, United States Department of Agri- 
culture, Association of State and Territorial Health Officers, American 
Cancer Society, Grocery Manufacturers of America, National Canners 
Association, National Agricultural Chemicals Association, Manufac- 
turing Chemists’ Association, National Fertilizer Association, Ameri- 
ean Plant Food Council, General Federation of Women’s Clubs Co- 
operative League of the U.S. A., American Home Economics Associa- 
tion, National Council of Farmer Cooperatives, National Grange, and 
National Farmers Union. 

Various other witnesses, representing the chemical industry, the 
fertilizer industry, the pesticide industry, the food industry, the 
cosmetic industry, professional groups and consumers’ groups, as well 
as expert witnesses from colleges, universities, and agricultural experi- 
ment stations, were also heard. Leading dermatologists, allergists, 
endocrinologists, and other medical experts presented their views and 
recommendations on the problems presented by the use of cosmetics. 

In view of the large number of chemicals presently used in or on 
foods, and in cosmetics, it was manifestly impossible for this com- 
mittee to study exhaustively every phase of food and cosmetic pro- 
duction, or every chemical used in these industries. The chemicals, 
and phases of food and cosmetic production, which were subjects of 
more intensive investigation than others, were selected on the basis of 
their importance to the public health and economy of the Nation. 

In the interest of simplicity, your committee proposes to divide the 
subject matter of its investigation into four or five sections and pre- 
pare, as far as possible, a separate report for each section. 

The first report, which was submitted on May 12, 1952, was en- 
titled “Fertilizers.” The second report, which is respectfully sub- 
mitted, is entitled “Cosmetics.” 
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c 
II NATURE AND SCOPE OF THE PROBLEM 


Literally hundreds of chemicals are utilized in cosmetics, and the 
number of chemicals entering the cosmetic supply of the Nation in- 
creases each year. Many millions, men and children as well as wom li, 
use cosmetics every day In one form oO! anothe I The hy Ue ral Food, 
Drug, and Cosmetic Act, which was enacted in 1938, is the only led- 
eral regulatory statute specifically concerned with fet: 
metics distributed in interstate commercs The act sets forth the 
circumstances under which cosmetics shall be deemed to be ad 
ated or misbranded, but does not ree 
tested prior to distribution to imsure that consumers will not be in- 
jured. 

Prior to the passage of the act, blindness and even fatalities re- 


f 


juil that these prod ts be 


sulted from the use of cosmetics. These occurrences were primarily 
responsible for the inclusion of cosmetics aldaw which hac here to. 
fore concerned itself solely with the r culation of foods and drugs (] 

The partial regulation of cosmetics in the Federal Food, Drug, and 
Cosmetic Act of 1938 has appreciably decreased the incidence of seri- 


OUS harm, but insufficiently tested cosmetics still constitute a source 
of considerable annovance, discomfort, and disability 

Under existing law, a dangerous cosmetic can be removed from the 
market by the institution of seizu 
protection offered the public by this procedure is somewhat illusory 


re procecalngs. tC Tor unately, the 


i y 
Before the Government can avail itseli of this remedy adata must 
first be assembled which will sustain the Governme: burden of 
establishing to the satisfaction of a court ana rv, bv a preponderance 


of the evidence, that the cosmetic Thar wus injul Vy to users. The 
Commissioner of the Food and Drug Administration adv d the 
committee that 


We have been able to take positive regulat 
hair straighteners, depilatories, and othe 
corrective action came after people were o 
Government to be able to establish that the cosme mia he : a7 ‘ 
assemble evidence of potential injury before we ul 
actions. While we are developing the necessa i s 


often occur (2). 


When a cosmetic which may cause injury has been shipped in 
interstate commerce, the Government may also institute criminal 
prosecution of the shipper and, under certain circumstances, may 
request a court to enjoin further violations. But as in the case of 
seizure proceedings, these provisions of the Federal Food, Drug, and 
Cosmetic Act do not operate to prevent injury in the first instance 
the sanctions provided by the statute are designed, in the case of 
cosmetics, to prevent additional cases of injury This is in sharp 
contrast to the provisions of the act dealing with a new drug, which 
provide that before such a product is introduced into interstate com- 
merce, proof of its safety under the recommended conditions of use 
must first be submitted to the Food and Drug Administration 


III, INJURIES DUE TO COSMETICS 


The normal human skin may be injured in several ways as a result 
of cosmetic application. Many of the ill effects encountered are in 
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the form of contact dermatitis. Contact dermatitis can be caused 
by both primary irritants and sensitizers. A primary irritant causes 
injury by direct action at the site of contact if permitted to act in 
sufficient intensity or quantity for a sufficient length of time. 

A sensitizer is an agent which does not necessarily cause demon- 
strable changes on first contact, but may effect such alterations in 
the skin that, after a period of time, further contact of the substance 
on the body will cause a dermatitis. Once sensitivity develops, the 
reactions, on later contact, may appear at the site of original applica- 
tion or in areas which were never in contact with the chemical. A 
primary irritant, if used in dilute concentration, may also act as a 
sensitizer. There are chemicals which have such a high potential for 

‘ausing sensitization reactions, and whose use may affect such a large 
number of persons, that their use in cosmetics should not be per- 
mitted (3). 

The cosmetic industry, like every other group, has its fringe of the 
careless, indifferent, or unscrupulous (4). Products and preparations 
utilizing new chemical ingredients have been placed on the market 
without the benefit of adequate pretesting to insure their safety to 
users (5). There are cosmetic manufacturers who have been more 
interested in the speed with which they could place a product on the 
market than in taking the precautions which are necessary for the 
protection of the public, and to which the public is entitled (6). Even 
large, reputable firms, which usually employ innocuous materials, have 
marketed products which caused injury (7). 

The incidence of untoward reactions from cosmetic use is relatively 
Jow, and serious harm has not been a frequent occurrence (8). How- 
ever, there has been a considerable number of injuries, some of serious 
nature, from many types of cosmetics, when applied under customary 
conditions of use and even as specifically directed by the labeling (9). 
Considering the hundreds of millions of cosmetic units sold every 
year, the millions of people using them, and the injuries which have 
occurred, the problem is an important one. 

Approximately 11 years ago, a fatality was reported to have been 

caused by the use of a cold permanent wave lotion containing ammo- 

nium hydrosulfide. The Food and Drug Administration instituted 
over 200 seizure actions to remove this product from the market after 
establishing that, when used as directed, the lotion produced death 
in laboratory animals (10). 

During World War Il, an outbreak of dermatitis occurred as a 
result of the substitution by a cosmetic manufacturer of synthetic 
resins for shellac in the manufacture of a hair lacquer very popular 
at the time. Governmental regulatory aa resulted in the with- 
drawal of this product from the market, but not until painful and 
disfiguring injury had occurred (1 

Some 4 years ago, a fingernail lacquer was marketed which resulted 
in painful inflammation of the ends of the fingers and loosening of the 
fingernails in large numbers of women. In many cases, complete 
loss of fingernails resulted, although these eventually grew back (12). 
The lacquer consisted of a new type of formulation never before used 
in nail coatings. Analysis of the product defied the ablest chemists 
(13). Industry representatives contended that the nail coat had 
been adequately usetested before marketing (14). On the other 
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hand, there was testimony that adequate pretesting would have 
prevented the injury (15) 

During the summer of 1951, two hair shampoos were marketed 
which, when inadvertently introduced into the eyes by users whil 
shampooing their hair, produced an opacity of the cornea which 
impaired vision for a persistent period of time. ‘The Associate Com- 
missioner of the Food and Drug Administration informed the com- 
mittee that although these shampoo products had been studied and 
rejected by some cosmetic manufacturers, other manufacturers 
had employed the products in ignorance or disregard of the available 
facts (16 

Early in 1952, the Food and Drug Administration ascertained that 
a color shampoo on the market was unsafe because it contained a 


particularly dangerous dye and a highly irritating detergent. It was 
shown to injure seriously the eyes of laboratory Eaasade de blac 
experience also indicated injury (17). At the insistence of the Food 


and Drug Administration, the product was recalled from the market 
These are by no means the only injuries which have occurred from 
the use of cosmetics (18). Some of the types of cosmetics which have 
caused injury are hair dyes, hair straighteners, nail polish, lipsticks, 
wave lotions, depilatories, deodorants, antiperspirants, soaps, sham- 
poos, and perfumes (19). Among the injuries resulting from the use 
of such cosmetics have been skin eruptions, itching, change in skin 
pigmentation, brittleness and temporary loss of hair, loosening and 
temporary loss of fingernails, inflammation of finger ends, and bron- 


chial asthma (20). There has been serious eye injury (21). There 
was testimony that the so-called cold waves alone have caused severe 
dermatitis on the scalp, face, and neck of susceptible individuals, as 
well as temporary loss of hair, although one expert declared that in- 
stances of injury from these waves are now infrequent (22). The 


severity of injuries caused by cosmetics has varied from mild dis- 
comfort to situations requiring hospitalization 
It is clear that substances and combinations of substances have 
been used in cosmetics which, because of their injurious effects, would 
have been excluded if a law had existed requiring that adequate 
information concerning their safety be obtained before the cosmetics 
were sold to consumers. It is quite likely that other substances will 
be developed in the future which will appear, from a technical point of 
view, to constitute desirable cosmetic ingredients, but which should be 
excluded because of their injurious effects (24). Many experts testi- 


mt) 


fied that the likelihood of such harm can be minimized by proper 
legislation (25). 
IV. THE TESTING OF COSMETICS 


There is probably no cosmetic ingredient which can be used with 
impunity by every human being. In the case of virtually every 
cosmetic preparation, some particular person or limited number of 
persons may experience an unfavorable reaction, although all others 
may suffer no ill effects. Allowance must necessarily be made, there- 
fore, for some incidence of untoward effects. The incidence of damag 
from a given cosmetic preparation which should be tolerated must be 
decided in each instance by the particular circumstances. Among the 
factors to be taken into consideration are the type, severity, duration, 
and correctability of the damage, and the permanence or evanescence 
of the changes consequent or secondary to the damage (26 


re 
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No particular series of tests to predict safety can be devised which 
will be satisfactory for all cosmetics. For example, lipstick may be 
applied three times per day, every dav of the year, and some portion 
of this cosmetic is inev itably ingested by the user. Among the safety 
tests which should be conducted for lipstick are ingestion studies. 
Face powder may be applied as frequently as lipstic k, but some por- 
tion of this cosmetic is necessarily inhaled. Thus, among the safety 
tests which should be conducted for face powder are inhalation studies. 
Evelash dyes and hair shampoos may be used only once per week, 
but these may find their way into the eves of the user, and tests should 
provide for this contingency. 

Likewise, it is not feasible to specify a rigid series of tests which 
would be adequate to disclose the possible incidence of local contact 
dermatitis, of scarring, of loss of hair, or of eve injury—to name but 
some of the various forms of damage which have been known to result 
from various applications to the human skin. Each newly introduced 
preparation must be subjected to tests designed by experts, and which 
take into consideration the tvpes of ingredients, the intended manner 
of use of the product, and its estimated potentialities for producing 
particular kinds of harmful effects (27). This is essentially the 
proce <dlure prese ‘ntly employe d by the responsil le cosmetic manufac- 
turers, who comprise the bulk of the industry. 

Some of the leading scientific authorities in the field testified that 
there is a real necessity for adequate pretesting. They were in sub- 
stantial agreement concerning the general types of testing which 
should be conducted prior to the marketing of a cosmetic. In any 
eareful pretesting procedure, experiments should be performed on 
suitable laboratory animals to rule out the possibility of systemic toxie- 
ity as well as injury due to primary irritants (28). Primary irritaney 
and sensitization potential should be determined by conducting re- 
peated multiple site patch tests on a significant number of human 
subjects for an extended period of time. 

Whatever the number of patch test subjects, it was agreed that the 
patch test alone does not constitute sufficient pretesting. All medical 
witnesses urged the inclusion of controlled and supervised use tests, 
duplicating conditions of actual use for a period of some months and 
utilizing a relatively large number of subjects (29). Furthermore, it 
was generally agreed that safety testing of a cosmetic formulation is 
meaningless unless each succeeding batch of the product is identical, 
in every respect, with the tested batch. It is essential, therefore, 
that adequate manufacturing controls be instituted and maintained 
to insure continued product identity, quality, and purity (30) 

While many cosmetic companies have excellent testing procedures, 
facilities, and personnel, a number of those who appeared before the 
comunittee did not. A leading medical expert and industry consultant 
in this field advised the committee that some cosmetic concerns con- 
sider a favorable result from the patch tests sufficient evidence to 
place their product on the market, ignoring the necessity for the actual 
usage test. This misuse of the so-called prophetic patch test is eom- 
pounded by the fact that some cosmetic manufacturers employ mex- 
perienced personnel, or dermatologists who delegate actual perform- 
ance of the tests to subordinates or even to technicians. Some have 
their products tested by laboratories or industrial foundations, where 
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} 


the actual testing may be pertormed by inadequately quailled pr 
sonnel (31). 

Evidence before the committee indicates that, for minor segimnents 
of the cosmetic industry, a serious problen exists not only because of 
the employment of unqualified employees to conduct tests, but 
with respect to the number and type of test subjects used 
competence of personnel to decide, in the first instance, whether ; 
pretesting is hecessary at all. Thus, in the recent instances of ha 
shampoo which caused serious eye injury, the only tests conducté 
by one Company prior to distribution of this new ly formulated | rod 
were use tests on perhaps one dozen plant employe es SupervisLo 
and evaluation of these tests were made by the president of the com 
pany, who is a lavinan, and the firm’s chemist (32 Another con 
pany involved m this incident relied upon its chemists in concluding 
that its newly formulated shampoo was safe for use and required 
testing (33 


It is no criticism of chemists to point out that t wy do not possess 
the requisite education or traming to supe se or evaluate S 
conducted on human beings or animals which a en 
indicate the mjury potential of substances under consideration fo 
employment in cosmetics. The results of such studies may be difficult 
to evaluate, and in order that subtle and sece nhalar'y damage m: 72 
recognized these studies should be conduet DV those who are spe 
cally trained for such purposes { (Chemists are hkew1 ot qual 
fied to determine ia the first instance Woh) hy wv satetv test \ 
should be conducted Nevertheless, the number of cosmet firms 
Which rely on chemists or laymen to perfo such tests and evalua 
the hazard potential to human beings is Iniel this pract sy 
confined to the marginal operators iu ‘or example, one mat 
facturer testified that it maintaimed its own laboratory for the safets 
testing of those cosmetics thought to require testing a v 
laboratory employees num ( rec three none of vhos } ha ianv ed 
tional deerees Thes emplovees eonducted and evi lated thre pat 
and other tests performed The number of patch test subjects 
ordinarily used varied from 10 to 20 ¢ mplovees (5 

\ COSMETICS CONTAINING ESTROGENIC HORMONES 
The marketing of cosmetic creams, lotions, and oils containing 


ased 


estrogenic hormones (female sex hormones) has stead ly heres 
in volume during the past few years. These preparations are being 


recommended for use on the hands scalp, face, hair, neck, shoulders 
and arms, primarily for improving the texture and appearance of the 
skin. Some are to be applied as a night cream, before retiring 
others are to be applied in the morning and at various times during the 
day. It is conceivable, therefore, that large areas of the body will be 
covered by these substances 24 hours of every day (37 


Estrogenic hormones are powerful substances, and administration 
in sufficient quantity may cause undesirable physiological changes 
It is established that estrogens are absorbed through the skin, and 
effective dosages THi\ be obtains din that manner (38 There seems 
to be little agreement, among medical men who have experience in 
this field, concerning the appropriate dose which can be administered 
safely by a woman without professional supervision (39 In facet 
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there is disagreement among the medical authorities‘concerning almost 
every phase of the use of the estrogenic hormone preparations. Esti- 
mates of the quantity of estrogen absorbed by the body through the 
medium of estrogenic cosmetics range from 10 to 100 percent (40). 

A number of expert witnesses testified that there is no affirmative 
evidence indicating that the use of these cosmetics has injured human 
users (41), and that the use of hormone creams containing, on the 
average, 20,000 international units of estrogenic substances per 2- 
ounce jar for a month’s supply, is safe (42). On the other hand, there 
was testimony that cases of estrogen poisoning have resulted from the 
use of these preparations, and that while the use of any one of them 
may be safe, the effects of prolonged simultaneous use of several of 
the preparations is not known (43). Some expert witnesses took the 
position that these products should be dispensed only upon pre- 
scription and used under medical supervision (44). 

It is the committee’s view that more information on the long-range 
physiological effects of the extended use of such cosmetics on con- 
siderable areas of the human body would be desirable. 


VI. RECOMMENDATIONS AND CONCLUSIONS 
1. Prete sting 

Most of the representatives of the cosmetic industry took the posi- 
tion that existing legislation was adequate to protect the public fully. 
Some of these witnesses declared that better enforcement of existing 
law, rather than additional legislation, was needed, but on being 
questioned, admitted that existing law, no matter how vigorously 
enforced, could not have prevented the injuries discussed earlier (45). 
Several indicated that legislation re anes pretesting before marketing 
could prevent some cosmetic injuries (46). The incongruity of the 
position of some industry representatives is exemplified by their testi- 
mony that the companies they represent conduct rigorous and exhaus- 
tive tests, and maintain strict controls over their products, as a 
necessary precaution to protect both themselves and the health of 
their customers. Nevertheless, they were opposed to a requirement 
that all cosmetic manufacturers observe essentially the same safety 
standards, 

Other industry witnesses took the rather puzzling attitude that 
although cosmetic injuries have occurred, the need for legislation to 
prevent further injuries is hypothetical and the danger to the public 
is not of sufficient magnitude to justify further regulatory control (47). 
Thus, one dermatologist, consultant to a member of the cosmetic 
industry, testified that a cosmetic manufacturer should be free to use 
any substance, no matter how dangerous, until the facts proved him 
wrong, and that if a female user of such a product was blinded in the 
interim, it would be ‘‘unfortunate”’ (48). 

The view that the cosmetic A a is responsible only to itself is 
apparently not confined to just a few manufacturers and distributors. 
Recently, in a public address, an official of one of this industry’s 
trade associations imputed ulterior motives to, among others, the 
entire Congress as well as the members of this committee for con- 
ducting an investigation of cosmetics. Similarly, the motives of the 
American Medical Association in advocating pretesting were attacked, 
and dermatologists were said to possess a “fantastic”? ignorance of 
cosmetics. This intemperate speech was significant, however, in at 
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least two respects. Although this official purported to explain away 
the examples of injury originally reported to the committee by the 
Food and Drug Administration, no mention whatever was made of 
one of these examples, the recent eye injuries caused by certain un- 
tested hair shampoos. A significant admission was the statement, 
on the one hand, that the members of the industry carefully test the 
raw materials, the product in process, and the finished produet, so 
that nothing harmful or poisonous will be distributed; but on the 
other hand, that if cosmetic manufacturers are required to present to 
the Government evidence of the safety of a cosmetic before distribu- 
tion, more than two-thirds of the industry would be driven out of 
business because of the expense involved (49). Since the expense 
involved is in the testing, and not in the submission of the testing 
results to the Government, it appears that either two-thirds of the 
industry presently are not testing their products adequately or that 
this industry spokesman has not presented an accurate picture. 

This attitude is not representative of the entire cosmetic industry. 
Several industry members felt that it would be in the best interest 
of the public health to _ an impartial body of competent authority 
“ag upon the safety of a cosmetic before it is generally distributed 
to the public. It was sdmiilied that new legislation is necessary to 
cope with the use in cosmetics of new substances, concerning which 
there is no toxicological background and which are used without 
adequate pretesting (50 

As stated earlier in this report, expert medical witnesses testified, 
for the most pari, that existing controls are inadequate, and urged 
that legislation be enacted requiring a cosmetic manufacturer to 
submit to competence authority evidence of proof of the safety of his 
products before they ave permitted distribution, A leading consultant 
to the cosmetic industry advised the committee that considering the 
millions of persons who use cosmetics, the number of injuries, per- 
centagewise, is small, but that 
if there would be some law requiring all cosmetic manufacturers, large and small, 
to rationally test cosmetics containing untested chemicals or new formulations 
as is now done by many cosmetic manufacturers to determine their safety before 
placing them on sale, it would add another safeguard to protect the publie (51). 

The fact that, in the very recent past, an innocuous-appearing hair 
shampoo « ‘aused serious eve injury to users is but a foreshadowing 
of more serious injury that will inevitably re sult if some control is not 
exercised by the Federal Government to review the evidence of safety 
of cosmetic products before they are put into the hands of consumers. 
For most cosmetic firms, a law providing for such review will impose 
no hardship, since the necessary procedures ave already being followed. 
It will furnish merely another means of checking ihe results obtained— 
an additional safeguard. Many firms, in effect, do presently provide 
such a safeguard by submitting their products for acceptance to the 
American Medical Association’s committee on cosmetics or by informal 
discussions with officials of the Food and Drug Administration (52). 
The reputable, conscientious manufacturer of cosmetics will find that 
such a law will not affect his operations or cosis. The secretary of the 
council on pharmacy and chemistry and of the committee on cosmetics 
of the American Medical Association advised your committee that a 
“new cosmetic’? amendment to the Federal Food, Drug, and Cosmetic 
Act, patterned generally after the new drug section, ‘should not 
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present any hardship to the conscientious and reputable manu- 
facturer of cosmetics” (53). The manufacturer who gives the benefit 
of the doubt to profits rather than to the safety of the public will indeed 
find that his method of operations must be revised, and undoubtedly 
will find it necessary to expend more money to improve his testing and 
control procedures. This is precisely what is needed. 

Cosmetics were first subjected to regulation under the Federal 
Food, Drug, and Cosmetic Act of 1938, because of evidence of fatali- 
ties and blinding due to cosmetic use. It is only common sense to 
take reasonable measures to prevent similar types of injury from 
occurring in the first place, rather than to take extreme measures to 
prevent additional injuries in the future. The eye injuries which 
occurred recently might well have been permanent blindness. The 
fingernails and hair which were temporarily lost might just as readily 
never have grown back. It is suggested that the public has been for- 
tunate so far in the fact that more serious and permanent injuries 
have not occurred, and that a pretesting requirement, similar to that 
presently existing with respect to new drugs, would create a safe- 
guard against the likelihood of such harm to the public. 

Present cosmetic industry opposition to pretesting legislation is not 
appreciably different from the attitude of the drug industry in 1938, 
prior to the inclusion of the “new drug section” in the Federal Food, 
Drug, and Cosmetic Act. This section was enacted as a result of a 
considerable number of deaths from the sale of untested drug products. 
In 1938, a drug manufacturer who wished to distribute sulfanilamide 
in liquid form added diethylene glycol to the drug’ as a solvent. 
Diethylene glycol, which is the chief ingredient in an antifreezing 
agent employed in refrigerating systems, is a deadly poison. Without 
testing the possible toxicity of the mixture, the manufacturer put 240 
gallons on the market. Its use resulted in more than 100 deaths. 
Shortly thereafter, several deaths occurred from a so-called cancer 
serum made from pieces of meat which had become contaminated with 
tetanus organisms (54). 

The new drug section prohibits the distribution of a new drug in 
interstate commerce unless the Federal Security Administrator is 
satisfied, on the basis of evidence submitted by the party sponsoring 
the use of the product and other evidence, that it is safe for use as 
recommended in its labeling. Sons itely 8,400 new drug applica- 
tions have been filed since 1938, of which about 5,850 have been ap- 
proved. Almost all of the remaining 2,550 applications were either 
found to be based on incomplete data or to pertain to products which 
were not in fact new drugs, or were voluntarily withdrawn by the 
manufacturer after the Food and Drug Administration had de- 
termined that evidence of safety was insufficient. Only 11 applica- 
tions were formally rejected, and only 1 such rejection resulted in an 
appeal by the manufacturer to a United States district court, which 
sustained the decision reached by the Government. 

A leading drug manufacturer has pointed out that, under the new 
drug section, not only has the public been given needed protection 
from irresponsible drug marketing without any hampering of free 
enterprise or drug discovery, but pharmaceutical research has been 
stimulated and a large majority of the industry would ‘‘recommend a 
head examination for any manufacturer who wanted to repeal the 
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new drug provisions of the law at this late date.” This drug manu- 
facturer concluded as follows: 

It is true that most of the big-name, full-line houses—houses like Lil I 
Squibb, Abbot, and Parke-Davis, for example-—-had long mainta I 
manufacturing controls, high quality standards, large-scale pharmacological and 
clinical testing of new products, and other standards which the new 
compelled the whole industry to adopt But there is no indicat 1 F 
has wrought hardship on any company, large ot all, except perhaps for its 
desirable discouragement of flv-bv-nighters who m otherwise ‘ ( 
and possibly endangered the public, On the contrary, the law has profit 
whole industry to the extent that the public, including the medical } 
now takes for granted the purity and quality of all drugs on the market a 
safetv when used in accordance with labeled instruetion (55). 


The evidence has convinced this committee that a number of cos- 
metic companies are not adequately testing their preparations; that 
the public is entitled to greater protection with respect to prod 


Lucts 
as widely used as cosmetics; and that such protection is not afforded 
by existing legislation, under any a manufacturer may be punished 
and his product seized, after injury has occurred. Your committi 

recommends, therefore, that the iF ae ood, Drug, and Cosmetic 
Act be amended to require that cosmetics be subjected to essential \ 
the same safety requirements as now apply to new drug Under 
such an ame at ‘nt, data would not be required to be submitted to 
the Food and Drug Administration with respect to cosmetics which 
are generally recognized by qualific d ex perts as safe under the condi- 
tions of use for which they are sold. Adequate provisions for a com- 
prehensive judicial review of administrative decisions should be in- 
cluded in such an amendment. 


) 


e. Soaps 

The Federal Food, Drug, and Cosmetic Act defines a “cosmetic” 
as any article intended to be rubbed, poured, sprinkled, sprayed on, 
introduced into, or otherwise applied to the human body for cleansing 
beautifving, promoting r attractiveness, or altering the appearance 
While this obviously encompasses soaps, the act specifically exempts 
such products from the definition of cosmetics and, conse quently, from 
the coverage of the statute. Thus, a law which provides some protee- 
tion to the public in their use of cosmetics removes from 7 scope 
of this protection the cosmetic which is used more frequently, by more 
people, and applied to larger areas of the bedy, than any other cos- 
metic in existence. 

Soaps which have been on the market for vears, and are generally 
recognized by competent authorities as being safe, would be unaffected 
by pretesting legislation. As indicated, however, inadequately tested 
hair shampoos have caused injurv to the eve. There is an even greater 
possibility of injury from soaps containing new ingredients, for soaps 
are used to wash the face and, therefore, more readily make contact 
with the eye than do shampoos. Soaps are also frequently employed as 
ashampoo. Representatives of cosmetic manufacturers who market 
soaps testified that their companies test soap as vigorously as other 
cosmetics, and that there is no sound reason why the same precau- 
tions should not be taken for both (56). Your committee is of the 
opinion that the Federal Food, Drug, and Cosmetic Act is in need of 
amendment to bring soaps within the definition of cosmetics 
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8. Labeling of ingredients 

The Federal Food, Drug, and Cosmetic Act requires that the label 
of a drug bear a statement of the active ingredients, and that the label 
of an unstandardized food bear the common or usual names of the 
ingredients. The statute does not impose a similar requirement for 
cosmetics. Physicians who specialize in the fields of allergy and der- 
matology testified that the labeling of cosmetic ingredients would be 
most helpful in their diagnosis and treatment of patients who may be 
suffering from the effects of some cosmetic ingredient. In the event 
it is determined that certain cosmetic ingredients give rise to unfavor- 
able physiological reactions in a particular individual, it is essential 
that such an individual refrain from using cosmetics containing these 
ingredients. If such information is not available, unnecessary suffer- 
ing will result. However, many firms insist on operating in an atmos- 
phere of secrecy, and refuse to divulge to anyone the nature of the 
ingredients used in their products. Some cosmetic manufacturers 
refuse to divulge the identity of their ingredients even to inquiring 
physicians (57). 

Industry representatives testified, generally, in opposition to the 
labeling of ingredients, on the ground that cosmetics are composed 
of a large number of ingredients and that a long list affixed to the 
product would destroy the attractiveness of the package. The com- 
mittee recognizes the importance of packaging attractiveness in the 
sale of cosmetics, and that in some instances it would be most difficult 
to set forth on the label of a cosmetic preparation a list of its numerous 
ingredients. It is the committee’s view, however, that a list of in- 
gredients need not in all cases be physically affixed to the cosmetic. 
Where the number of ingredients is quite large, the list can be con- 
tained, in most instances, in the cosmetic package in the form of an 
accompanying circular. This constitutes “labeling” under the Fed- 
eral Food, Drug, and Cosmetic Act. Such a circular would not affect 
the attractiveness of the cosmetic package and would serve a most 
useful purpose. 

The act presently provides, in the case of both drugs and Feo, 
for the establishment of exemptions by regulations where the Food 
and Drug Administration determines that compliance with the label- 
ing provisions is impracticable. A similar provision should be made 
in the case of cosmetics. It is the recommendation of the committee 
that the act be amended so as to require the labeling of cosmetic in- 
gredients, with provision for exceptions where required. 

4. Coal-tar hair dyes 

Coal-tar hair dyes have long been a source of difficulty for cosmetic 
users. Paraphenylenediamine, a coal-tar color base for a large num- 
ber of hair dyes, has a high sensitizing potential. There was con- 
siderable testimony that there have been reactions to this substance 
varying from slight dermatitis around the forehead, ears, scalp, face, 
and neck, -to generalized dermatitis requiring hospitalization (58), 
although one expert declared that the incidence of reported cases of 
dermatitis from this source has been decreasing appreciably (59). 

Coal-tar hair dyes are permitted special privileges under the present 
Federal Food, Drug, and Cosmetic Act. Section 601 (a) of that 
statute authorizes the Government to take legal action against a 
cosmetic containing a poisonous or deleterious substance which may 
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render the cosmetic injurious to users under the recommended condi- 
tions of use or under conditions of use which are customary or usual 
Coal-tar hair dyes are exempted from this provision if their labels 
bear the legend 

Caultion.—This product contains ingredients which may cause skin irrita- 

tion on certain individuals and a preliminary test according to accompanyil 
directions should first be made. This product must not be used for dyeii 
the evelashes or evebrows; to do so may cause blindness, 

and the labeling contains directions for such patch testing. 

These provisions of the law have proven inadequate to provide the 
protection intended, for they are founded on the canta that the 
average user or beauty shop operator is qualified to evaluate the re- 
sults of patch ioe A number of medical experts testified, however, 
that reactions to pi atch tests of coal-tar hair dyes (as \ ell as of other 
chemicals) may appear at sites other than in the area applied; that 
minor or border-line reactions may be significant and even train: 
medical experts have difficulty at times in interpreting patch tests; 
and that the ordinary person and beauty parlor operator cannot make 
such interpretations and evaluations (60 

Furthermore, shampoos, rinses, and lotions containmg such dyes 
have recently been appearing on the market in considerable numbet 
Hair dyes can get into the eyes, and this is particularly true when the 
dye is applied as a shampoo, rinse, or lotion. Lf such products are 
to be permitted on the market, a warning on the label that they 
should not be deliberate ly used as an e Vi lash or e Vi ‘brow dye will he Ip 
prevent blindness from such obvious misuse, but this will not prevent 
the dangerous ingredient irom inadvertently getting mto the eves and 
perhaps causing injury when used as rec ommended (61 

lt is this committee’s considered opinion that the exemption in the 
Federal Food, Drug, and Cosmetic Act with respect LO the use in 
cosmetics of coal-tar dyes should be modified to bar those which are 
determined by regulation issued hy the Food and Drug Administration 
to contain the greatest potentiality for harm. Provision should also 
be made w hereby those cosmetic preparations contamimeg coal-tar dy S 
which are dangerous but are permitted use in cosmetics should bear a 
specific warning that, regardless of the purpose for which the cosmetic 
is emploved or the area where applied, it must be kept out of the eyes 

r blindness may result. 

"Re ‘spec tfully submitted. 

James J. DELANEY, New York, Chai 
Tuomas G. AnerNneruy, Mississippi 
KE. H. Heprick, West Virginia 

Pauut C. Jones, Missouri. 

A. L. MILuEr, Ne braska 

GORDON L.. McDonovcn California 
Wart Horan, Washington 
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S2p Conoress | HOUSE OF REPRESENTATIVES ¢ REPORT 
Id Ne ss7z0n j t No. 2183 


SECRETARY OF COMMERCE TO CONVEY CERTAIN LAND 
IN RICHMOND, CALIF, 


\M[r. Roaurs of Texas, from the Committee on Interstate and Foreign 


j 


Commerce submitted the following 


REPORT 
[To accompany H. R. 7126] 


The Committee on Interstate and For ign Commerce, to whom Was 
referred the bill GH. R. 7126) to authorize and direct the Secretary of 
Commerce to convey certain land and grant certain easements to the 
State of California for highway construction purposes in Richmond, 
Calif., having considered the same, report favorably thereon with an 
amendment and recommend that the bill, as amended, do pass. 

The amendment IS as follows 

Page 4, line 12, change the word “forty” to “four” (typographical 
error 

The report of the secretary of Commerce dated April 30, 1952, is 
attached herewith. 

THE SECRETARY OF COMMERCE, 
Washington, April 30, 1952, 
Hon. Roperr Crosser, 
Chairman, Committee i interstate and Fi at: 
House of Representa Vas} jton, D. ( 
My Dear Mr. Crosser: You have requested the views of this Department 


with respect to H. R. 7126, a bill to authorize and direct the Secretary of Com- 
meree to convey certain land and grant certain easements to the State of California 
for highwav-construction purposes in Richmond, Calif 

The real estate involved in the bill is a small part of a 20-acre tract acg ilred 
in 1943 by the United States for the purpose of ereeti warehouse facilities it 
connection with the maritime Richmond Shipyard. The installation has been 
retained bv the Maritime Administration for ‘ its warehouse program, as 
well as for a records manace! I ‘enter [ofr I \ t coast area 

The bill would authorize and direct the Secretary of Commerce to donate and 
convey to the State of California a tne ment title, and interest of the | nited 
States to a plot of land located betwee Railroad Avenue and Castro Street in 
the city of Richmond, Calif. The said plot contains approximately 11,178 square 


feet, and is to be used by the State for 1 construction and maintenance of a 
public highway and for no other purpos There is reserved to the United States 
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CONVEY CERTAIN LAND IN RICHMOND, CALIF. 


‘fall oil, gas, coal, and other mineral deposits in such land, including al! materials 
determined pursuant to section 5 (b) (1) of the Atomic Energy Act of 1946 to be 
peculiarly essential to the production of fissionable material, together with the 
right to prospect for, mine, and remove such minerals.” 

The Secretary of Commerce would also be authorized and directed to grant to 
the State of California an easement for the construction and maintenance of a 
highway embankment, and for the construction and maintenance of trenches 
and pipes as required for proper drainage, upon, over, under, and across an 
adjoining plot of land, which contains approximately 402 square feet. 

The Secretary of Commerce is further authorized and directed to grant to the 
State of California a temporary easement to be effective until January 1, 1955, 
for the construction and maintenance of a highway embankment on another 
adjacent plot of land containing approximately 5,612 square feet. 

The bill requires that the conveyance and easements authorized by the bill 
shall expressly provide that the State of California will at all times maintain such 
public highway, embankments, and drainage systems in good order, condition, 
and repair, wholly at its own cost and expense, and that such drainage systems 
will be constructed and maintained by the State of California in such manner as 
to provide sufficient and adequate surface drainage at all times from the adjacent 
or contiguous lands owned by the United States. 

The land covered by this bill is marshy and not usable by the Maritime Adminis- 
tration in its present state. The construction of a publie highway over this land 
by the State of California will improve the contiguous remaining land owned by 
the United States, and will afford additional means of ingress and egress to the 
property. 

There is a slight error in the description on page 4, line 12, namely, the word 
“forty”? should be ‘four’ instead. 

Subject to the correction above noted, the Department of Commerce recom- 
mends favorable consideration of the bill. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this report to your committee. 

If we can be of further assistance to you in this matter, please call upon us. 

Sincerely yours, 
Tuos. W. Davis, 
Acting Secretary of Commerce. 


STATEMENT 


This bill is necessary in order to convey to the State of California 
title to certain portions of a 20-acre tract of land that was acquired 
in 1943 by the United States for the purpose of erecting warehouse 
facilities in connection with the Maritime Richmond Shipyard. The 
installation has been retained by the Maritime Commission for use in 
its warehouse program as well as for a records management center for 
the west coast ares 

The committee was advised that the property originally cost 
approxim: ately $30,000. The amount being conveyed by this legisl: a- 
tion is about one-quarter acre in extent. In other words, we might say 
this quarter acre cost the Government approximately $375. However, 
the property transferred by this bill is marshy and, therefore, 
not usable in its present condition. Consequently, it is of doubtful 
value in its present state. 

The committee is advised that the public highway and drainage 
system to be constructed and maintained by the State of California 
will improve the contiguous lands owned by the United States and will 
afford additional means of entering or leaving the property. The com- 
mittee knows of no opposition to this transfer. 

The committee has been advised that immediate action is necessary 
in order to take advantage of certain funds that have been set aside for 
this purpose by the State of California for the fiscal year ending June 
30, 1952. 


rn 
- 
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LOAN OF TWO SUBMARINES TO THE GOVERNMENT OF 
THE NETHERLANDS 


JUNI 17 1952 Committed to the ¢ tmittee of e W lio t | “tate 
of the | ion and ler ) L. 
a \ 


Mr. Kiupay, from the Committee on Armed Services, subrattet the 
following a 


REPORT 


The (¢ ommittee on Armed Services ! ( | 


H R 7993) to authorize the loan « , a | ( 
r ] } 1 . 
ment of the Netherlands having cons 
+] : 
thereon with an amendment ane he 1 | dud 


do Pass 

The amendment is as follows 

On page 1, line 7, after the word “complet t ut the perio 
and insert the following ‘‘but in no event bevond a ] | ve 


year 


The purpose of the bill is to author the temporat to the 
Government of the Nethe has oO ‘ rire 
States Navv reserve fleet The bill 
of the submarines an agreement be co de ith the ¢ 
of the Netherlands providing tor the retul if th ‘ ! [)= 
stantially the same condition as when loans pon the Lio! f 


the first two of four submarines to be onstructe rv that G 
Section } of Publhie Law 3 of the I r| iVv-seconad ( one! = ADDI df 
March 10. 1951. forbids the transfer of battleships. e 


Pata. 

destrovers, or submarines which h heen stricken { he N 

ede ee coe 7 e 4 , eA . 

vegister as provided DV section 2 ot the wa 1 A | ‘aT Ss 
; 1 ’ { ' \ I> 4 

amended.. Vessels are stricken from the Navy Register unc act 

of August 5, 1882, as amended, only when tl ire determined to be 


“unfit for further service 

The Government of the Netherlands h: tod +) le re 
two submarines from the United States in ler to impr 
of training of Netherlands an 1] ee : ! Lo 
mamtain the proficr ney of Netherland ! 1) Den 
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program. It is estimated that the first two new Netherland 
marines will be in operation by 1956 





The Ni therlands (sovernment now has in service i ur ¢ 
sritish submarines and three O-class Netherlands submari 
the submarines of the latter class are in poor material conditu 


thos ol both classes are obsolete. 


No additional appropriations will be required in connectior 


the activation and modernization of these two submarines 


estimated that the cost for activating and converting each subi 


i } ‘ ~ | 
will be $2.450.000 which will inelude the cost of providine sno! 


} 


streamlinin wna ordnance material Nor ey will b a real 


this purpose from appropriated Mutual Security Act funds 


thi completion of the first two submarines included in their buildin 


rut 
nna 
1 
With 
ws 
rine 


Lol 


The amendment proposed by the committee is self-explanatory, 


and \ il] not affect the contemplated completion dates 


l 


Upon the termination of the loan of these submarines to the 
ernment of the etherlands the United States Navy Will rece 


benefit of their modernization inasmuch as they will be com 


to submarines which have been modernized DV the Navy during 


\ ¢ 


Cr0ovV- 


the 


arable 


the 


past vear. The committee is therefore of the opinion that the enact- 


ment of the bill will result in a direct benefit to the United 
Navy at no additional expense lo the United States in addition 


~ 


ste 
YLELLES 


Lo the 


benefits to be derived from the strengthening of the navy of a country 


Which is a party to the North Atlantic Treaty. 


The Department of Defense recommends enactment of the proposed 


legislation, as indicated by the following letter, herebv made 
of this report 
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Od Ny Ss70N \ j No 


CONSIDERATION OF H. R. 7778 


The Committee on Rules having had under consideration House 
Resolution 694, reports the same to the House with the recommenda 
tion that the resolution do pass 
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Ss 4 REPORT 
2d Session \ NO. 218¢ 
CONSIDERATION O} .. TASS 
JUNE 17, 1952 lteferred e Ho ( 
Mr. Surra of Virginia, from the Committ 
following 
» ’ ae F 
REPORT 
» ACE pa H. | 
The Committee on Rules. havine had under consideration House 
Resolution 695, reports the same to the Hous th the recommenda- 


tion that the resolution do pass 
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CONSIDERATION OF H.R. 82 


JuNE 17, 1952 teferred to the House C; 


\ir. Suita of Virginia, from the Committee on R - 


followin Q) 
— si 
REPORT 
[To accompany H. Res. 696 
The Committee on Rules, having had under consideration Hous 


Resolution 696, reports the same to the House with the 
tion that the resolution do pass 
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Od Session ; lt No. 2188 


CONTINUING SUPPORT OF AGRICULTURAL 
COMMODITIES 


June 17, 1952.—Commi 1 to the Cor \\ i] S 
I he Union and rok d } j 
Mr. Coorry, from the Committee on Agriculture, submitted the 
following JN 
op 
REPORT 
| ( H. | 81992 


The Committee on Agriculture, to whom was referred tke bill 
(H, R. 8122) to continue the existing method of computing ‘parity 
prices for basic agricultural commodities, and for othe pury oses 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass 


STATEMEN 

The purpose of this bill is to continue the present support program 
for the basie agricultural commodities through 1955 

Section 1 of the bill is identical with the bill (S. 2115) reeently 
reported with a favorable recommendation by the Senate Committee 
on Agriculture and Forestry. This section of the bill would continue 
for two ade litional vears (through 1955) the provisior s of the Agri- 
cultural Act of 1949 which provides for a transit 
the adoption of the modernized parity formula in which parity for the 
basic commodities is to be not less than the level 1 under th formula 
in use prior to 1949. 

When the modernized parity formula was adopted in the act of 1949, 
it was assumed that ne was entering a period of retrench- 
ment when there would be a diminishing demand for American aericul- 
tural exports, less necessity for prod iction of cereals, and a general 
shift to grass farming and livestock products to meet the demands 
of American consumers. Accordingly, the modernized parity formula 
established in the act of 1949 was intended to encourage and assist 
the adjustment of American agriculture in this direction. 

Unfortunately, the period of normal, peaceful world relationships 
and consumer demands conte mpl ited at that time did not materialize. 


ne = ri od follow 
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On the contrary, the Nation has found itself involved in the Korean 
war and a far-flung defense effort which has virtually put American 
agriculture again on a wartime footing, with unprecedented demands 
for cereals, cotton, and similar agricultural commodities. 

Under these circumstances, extension for 2 years of the alternative 
parity provision of the 1949 act is in direct conformity with the 
principles of the act and is much more in keeping with the policies 
established therein than would be adherence to the existing letter of 
the law and termination of that provision at the end of 1953. 

The Secretary of Agriculture has recommended the adoption of the 
provisions of section 1 of the bill and his letter to Senator Ellender, 
recommending approval of S. 2115 reads as follows: 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., June 4, 1952. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Drar Senator: On April 18, in connection with my testimony before your 
committee on 8. 2115, a bill to continue the existing method of computing parity 
prices for basic agricultural commodities, I indicated that there was merit in 
delaying the shift from the ‘‘old”’ to the “new” parity price until the emergency 
is over. As requested by your committee, I am furnishing additional informa- 
tion as to why this shift should be delayed. 

The Agricultural Act of 1949 provides that the parity price for any basic agri- 
cultural commodity during a 4-vear period beginning January 1, 1950, shal! not 
be less than the parity price computed according to the formula in effect prior 
to the enactment of the Agricultural Act of 1949. The practical effect of this 
provision is that the effective parity price of the basic commodities through 
1953 is the “old’”’ or ‘‘new”’ parity, whichever is higher. 

In October 1949, when the Agricultural Act of 1949 was approved, “new” 
parity prices were lower than the ‘‘old”’ parity prices for wheat, corn, cotton, and 
peanuts. However, there appeared to be at least a fair possibility that the gap 
between the “old” and “‘new”’ parity prices for these commodities would narrow 
during the 4-vear ,eriod s_ ecified. The possibility that the gap would narrow 
was based on an assumption that the general level of prices received by farmers 
would continue to decline and that prices of wheat, corn, and cotton, buttressed 
by price supports and production adjustment measures, would be at least as high 
if not higher in relation to parity than the general level of agricultural prices. 

These price prospects did not materialize to a large extent due to the emergeney 
which arose with the outbreak of hostilities in Korea. Actually, the general level 
of agricultural prices started increasing in early 1950 and it increased sharply 
after the Korean outbreak. 

Production plans also had to be altered due to the emergency. High-level 
production again became necessary to take care of increased current needs and to 
replenish reserve stocks. 

Farmers responded to the Government’s request for high-level production of 
certain major commodities. Production of some commodities went up more 
than others. Price changes varied between commodities. For example, prices of 
livestock items went up sharply as compared with most of the basic commodities. 

Under these emergency conditions, prices of corn, wheat, and peanuts did not 
advance as rapidly as did the general level of prices received by farmers. As a 
result, the general level of agricultural prices was more favorable in relation to 
parity in both 1950 and in 1951 than were prices of wheat, corn, and peanuts 
relative to parity. This situation is continuing in 1952. 

In other words, as a result of developments arising from the emergency, the 
prospect that the gap between “old”? and ‘new’ parity price would narrow has 
not materialized 

“Old” parity prices for wheat, corn, cotton, and peanuts have been higher than 
the ‘“‘new’’ parity prices all during the period sinee 1950. This is still true. It 
now appears fairly definite that by the end of 1953 “cld’”’ parity prices will still be 
well above the ‘‘new’’ parity prices for wheat, corn, and peanuts. 

It seems unwise to permit a sharp drop in the price support levels for the basie 
commodities at a time when farmers are being asked to increase and maintain 
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production during an emergency period. One way to avoid this w 
continue to use the “old” or “new” parity price through 1955 
Sincerely yours, 
( I I } +} J \ 
THE SUPPORT PROGRAM 
Section 2 of the bill will extend for the same period of time hrouch 


1955) the present price-support program for the basie commodiiles 
at 90 percent of parity. It is the behef of the committee that the 
enactment of this provision is absolutely essential to assure the Nation 
adequate production of these important agriculiural commodities 
during this emergency period 

All of these commodities are being supported at 90 percent of parity 
at the present time. It is probable that the Secretary of Agriculture 
would continue to support them at that level for the pet 
by this bill. It is unlikely, therefore, that this bill will add anythin 
whatever to the responsibility of the Government with respect to th 
support of chese commodities 

On the other hand, it is certain that the bill will add tremendously 
to the response which may be expected from farmers to the Govern- 
ment’s request for high-level agricultural production. Farmers have 
shown time and again since 1940 their willingness and their ability to 
meet unprecedenied goals established by the Department of Agri- 
culture. They know full well, however, that under the provisions of 
the Agricultural Act of 1949 they are acceding to the Government's 
request and meeting these high production goals ai their own risk 

Production goals are established on the basis of the average out- 
turn which is expected per acre for the various crops. Good weather 
can boost that out-turn by as much as 20 or 25 percent, resuliing in a 
crop even larger than thai requested by the Department of Agriculture 
A decrease in antic ipated demand, either for « ‘Xports, for stockpilin 
or for domestic consumption can also oceur. In etiher event, farmers 
who had pairioticalls underiaken to meet the Nation’s prod ition 
goals would find that they had created a situation in which their over- 
abundant production had destroyed their price at the market place 
and that price support would be reduced correspondingly at the very 
time when it was most needed. 

U — the provisions of the Agricultural Act of 1949, th requ ured 
level of price support for these basic commodities is determined by 
the eee Which exists at the beginning of the marketing vear 
If this carry-over is larger than normal, the support level 
duced in proportion to the size of the carry-over 

Obviously, the Government is going to have a much more certain 
assurance of the tremendous agricultural spinsratast it requesis during 
these important vears if farmers have the assurance that by acceding 
to the Department of Agriculture’s high production goals they are 
not going lo produce themselves out of a fair market price and ut 
the same time produce themselves out of a fair support price 

Hearings were held on the bill on June 11 and 12. Extensive testi- 
mony was presented by the Secretary of Agriculture and by all of the 
major farm organizations. 


lod prescrl rec 


DEPARTMENT REPORT 


Approval of Hl. R. 8122 is recommended by the Department of 
Agric culture and the letter from Secret: ary Brann: an to Hon. Harold D. 
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Cooley, chairman of the commiitee, recommending such approval is 
appended hereto and made a part of this report. 


DEPARTMENT OF AGRICULTURE, 
Washington 25. D. es. J une 10, 1952. 
Hon. Haroip D. Coo.ry 
Chairman, Committee on Agriculture, 
House of Representatives, 

Dear Mr. Cootey: This is in reply to your request of June 6, 1952, for a 
report on H. R. 8122, a bill to continue the existing method of computing parity 
prices fer basie agricultural commodities and for other purposes. 

This bill would make two changes in existing legislation relating to price 
support: 

1. It would extend for two additional years the requirement that the effective 
parity price for the six basic commodities shall be the parity price computed under 
the eld or new parity formula, whichever is higher. Currently, under section 301 
a) (1) (G) of the Agricultural Adjustment Act of 1938, as amended, this require- 
ment applies for 4 years be¢inning with January 1 1950. Under H. R. 8122, this 
requirement would extend for two more vears through 1955. This change would 
affect only four of the six basic commodities—corn, wheat, cotton, peanuts—since, 
at the present time, the new parity price is hicher for both rice and tobacco. 

It would require the 1953, 1954, and 1955 crops of the basic commodities to 
be supported at 90 percent of parity, except where producers have disapproved 
marketing quotas. This would have the effect of suspending temporarily the 
operation of the sliding-seale provisions of section 101 of the Agricultural Act of 
1949 under which support for the basic commodities can range between 75 and 
90 percent of parity. The level of support proposed by H. R. 8122 is the same level 
at which the Department has announced it will support the 1952 crops of the basic 
commodities, 

The Nation today is confronted by an emergency calling for high-level agri- 
cultural production. We need favorable prices and adequate price protection 
to provide an economic climate favorable to high-level production. Both of 
these changes should help maintain high-level production of the basic commod- 
ities during the current emergency. 

There appears to be considerable merit in delaying the shift from the old to 
the new parity in the case of the basic commodities during the present emergency. 
When the Agricultural Act of 1949 was approved in October 1949, there appeared 
to be a fair possibility that the gap between the old and new parity prices for 
wheat, corn, cotton, and peanuts (the four basic commodities on which new 
parity prices were lower than the old parity prices) would narrow during the 
!-vear period specified. This prospect was based on the assumption that the 
general level of prices received by farmers would continue to decline and that 
prices of wheat, corn, and cotton, buttressed by price support and production 
adjustment measures, would be at least as high, if not higher, in relation to parity 
than the general level of agricultural prices. These price prospects did not 
materialize to a large extent due to the emergency which arose with the outbreak 
of hostilities in Korea. Old parity prices for wheat, corn, cotton, and peanuts 
have been higher than the new parity prices all during the period since 1950. 
It also appears fairly definite that by the end of 1953 old parity prices will still 
be well above the new parity prices for wheat, corn, and peanuts. Under these 
circumstances, an additional period for readjustment is desirable. By extending 
this requirement for the use of the old or new parity price for a limited period of 
two additional vears, we would merely be postponing the objective of reaching a 
single parity standard rather than abandoning it. 

The provision in H. R. 8122 which would eliminate the sliding scale for the 1953, 
1954, and 1955 crops of basic commodities would be in accord with the President’s 
recommendation to the Congress. The philosophy inherent in the sliding scale 
that farm production should be adjusted downward by decreasing the level of 
support provides farmers with the least protection when protection is most needed, 
and is neither a fair nor logical approach to the price-support problem. As the 
President pointed out in his Economie Report to the Congress on January 16, 
“the ‘sliding scale’ in existing price-support legislation has aroused concern in the 
minds of many farmers, who fear that their cooperation in expanding production 
to meet the present emergency might later result in serious losses to them. The 
Government’s price-support operations obviously should further attainment of 
production objectives, and they should not penalize producers for their full and 
patriotic cooperation with the agricultural program. I therefore recommend 
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that the sliding-scale provisions of the present agricultural 
for this purpose.’’ 


In an emergency situation such as the present when farmers are being asked 
increase and maintain production, it seems unwise to permit a sharp d1 t 
price-support level for basic commodities. H.R. 8122 1} 
tion by continuing the old or new parity price through 1955, and by 1 ' the 
basic commodities to be supported at 0 percent Of par ‘ 
have disapproved marketing quotas during this p 

The Department recomm RK. 8122 ip] 

In view of your request that be subn d 
obtained from the Bureau of id i he 





to the program of the President. 


Sincerely yours 


CHANGES IN EXISTIN¢ W 


In compliance with paragraph 2a of rule NIIL of th Rules ot 
House of Representatives, changes made by the b 
follows existing law proposed to be omitted is enclosed 1 Dla 
brackets; new matter is printed in ilaies; eXistin Law 1 Which ) 


change is proposed Is show hin roman 


AGRICULTURAL ADJUSTMENT ACT OF 1938, AS AMENDED 


Sec. 301 (a) (1 geen Tis 
* * * 

Lo Notwithstanding the foregoing provisions ol t} sectlol the parity 
for any basie agricultural commodity, as of any date during the [four-vear] 
year period beginning January 1, 1950, shall not b ss tha parity 
computed in the manner used prior to the enactment of the Agricultural A f 
1949. 

AGRICULTURAL ACT OF 1949, AS AMENDED 
riITLE I—BASIC AGRICULTURAL COMMODITIES 

Sec. 101. The Secretary of Agriculture (hereinafter called the ‘“Seeretar 
authorized and directed to make available throu IOaNns, Purchases r ot 
operations, price support to cooperators ror al crop ol anv basi c 
commodity, if producers have not disapproved marketit quotas for ! 
ata level not in exeess of 90 pe rcentum of the parity price of the commodity 
less than the level provided in subseectio1 a), (b), and (ce) as fol 
(a) For tobacco (except a therw pro led hereir ry 

rice, if the supply percentage as of t 


year is 


Not more than 102 an 





More than 102 but not more thar 4 su 
More than 104 but not more than 106 SS 
More than 106 but not more thar OS 87 
More than 108 but not more than LI SO 
More than 110 but not mor { I 12 So 
More than 112 but not more tha 14 S4 
More than 114 but not more thar 16 83 
More than 116 but not more than 118 S2 
More than 118 but not more than 120 QI 
More than 120 but not more than 122 SO 
More than 122 but not more than 124 ry 
More than 124 but not more than 126 78 
More than 126 but not more than 128 77 
More than 128 but not more than 130 76 
More than 130 7 


8) 


CONTINUING 


SUP 


PORT 


OF 


AGRICULTURAL COMMODITIES 


than the follow 

(b) For cotton at peant fthe supply percentage as of t i! perc I 
beginning I larketing year Is tl ID wice. 
Not more than LOS a 
More than 108 but not more than 110 89 
More than 110 but not more than 112 SS 
More than 112 but not more than 114 87 
More than 114 but not more than 116 86 
More than 116 but not more than 118 85 
More than 118 but not more than 120 S4 
More than 120 but not more than 122 83 
More than 122 but not more than 124 82 
More than 124 but not more than 125 S| 
More than 125 but not more than 126 SO 
More than 126 but not more than 127 79 
More than 127 but not more than 128 78 
More than 128 but not more than 129 77 
More than 129 but not more than 130 76 
More than 130 75 
c) For tobacco, if marketing quotas are in effect, the level of support shall be 


OO per centum ol the parity price. 





d) Notwithstanding the foregoing provisions of this section 

1) if producers have not disapproved marketing quotas for such crop, the 
level of support to cooperators sball be 90 per centum of the parity price tor 
the 1950 crop of any basic agricultural commodity for which marketing 
quotas or acreage allotments are in effect: 

2) if producers have not disapproved marketing quotas for such crop 
the level of support to cooperators shall be not less than 80 per centum of 
the parity price for the 1951 crop of any basic agricultural commodity for 
which marketing quotas or acreage allotments are in effect; 

3) the level of price support to cooperators for any crop of a basic agri- 
cultural commodity, except tobacco, for which marketing quotas have been 
disapproved by producers shall be 50 per centum of the parity price of such 
commodity; and no price support shall be made available for any crop of 

baceo for wl ich marketing quotas have been disapproved by producers 

| the level of price support for corn to coo yp rators outside the econ 
mercial corn-producing area shall be 75 per centum of the level of price 
support to cooperators in the commercial corn-producing area 

5) price support may be made available to noncooperators at such levels 
not in excess of the level of price support Lo cooperators, as the Secretary 
letermines will facilitate the effective operation of the program. 

6) the level of support to cooperators shall be 90 per centum of the parity 
price for the 1953, 1954, and 1955 crops of any basi agru iltural commodity 
vith respect to which producers have not disapproved marketing quotas. 

f Not withstanding any of the pro Visions of this Act, section of the Act 


Jul 


2S 


1i\ 


1945 


59 Stat. 506 


shall conti 


ie in effect. 
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VU 
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Mr. DeLANrEy, from the Committee on R 


REPORT 


The Committee on Rules, having had under conside 
Resolution 697 reports the same to the House with the ct 
tion that the resolution do pass 
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INVESTIGATION OF THE WAGE STABILIZATION BOARD 


JuNE 17, 1952 Committed to the Committe ot 1 \\ He 


Mr. Barven, from the Committee on Educat 


the following 


REPORT 


P INTRODU¢ rlOoN 


On April 24. 1952, the House of Representatives, by 
to SS passed House Resolution 532 authorizing and clires ting the 
Committee on Edueation and Labor to conduct a full and complete 
investigation and study of the Wage Stabilization Board 
The text of the resolution is as follows: 


nu vote of 2 


Resolved, That the Committee on Edueation and Labor 
subcommittee, is authorized and directed to conduct a full and com 
gation and study of the Wage Stabilization Board, including 


1 f 11 boat 
and panels, for the purpose of and in order to detern whether and to wha 
extent the Wage Stabilization Board, its regional boards, and panels (1 a 
violated or failed to respect the national labor policy as expre Lak 
Management Relations Act, the Defense Production Act i 
laws with regard to collective bargaining and the settlement of labor met 
disputes, including but not limited to disputes with respect to the on shop 
(2) have adopted policies or made decisions or recommendations ‘ v 
the intent of Congress with respect to stabilization and in contrave 

public interest. 

The committee shall report to the House (or to the clerk of the House if the 
House is not in session) as soon as practicable during the present Congress the 
results of its investigation and study, together with such recommend: is 
deems advisable. 

For the purpose of carrving out this resolution 1 nu ee oF t mmit tee 
is authorized to sit and act during the present Congress at such tit { places 
within the United States, whether the House is in session, has recessed, or s 
adjourned, to hold such hearings, and to require topo eT eC 
attendance and testimony of such witnesses and prod " fs Oo} 
records, correspond nee, memoranda, papers, al dad ae rie : { ieems ect 
sary. Subpenas may be issued under the signature « e chair rf th on 
mittee or anv member of the committee designated na rved 


by any person designated by such chairman or member 
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Pursuant to this directive, the Committee on Education and Labor 
held hearings in Washington, D. C., on May 6, 7, 8, 9, 13, 14, 15, 16, 
21, 22, 23, 27, 28, and 29; June 3, 4, 5, and 6, 1952. Seventeen wit- 
nesses appeared before the committee and over a half-million words 
of testimony were taken. 


Il. BACKGROUND OF THE WAGE STABILIZATION BOARD 


On September 8, 1950, the President approved the Defense Produc- 
tion Act of 1950. This act authorized the President to impose price 
and wage controls at such time as he determined such action was 
necessary. 

On September 9, 1950, the President issued Executive Order 10161. 
Part 1V of the Executive order dealt with economic stabilization and 
established the Economic Stabilization Agency, the Office of Price 
Stabilization and the Wage Stabilization Board. It reads as follows: 


Part IV. Economic STABILIZATION 


Section 401. (a) There is hereby created a new and independent agency to 
be known as the Kconomic Stabilization Agency, hereafter in this Part referred 
to as the Agency. There shali be at the head of the Agency an Economie Stabili- 
zation Administrator, hereafter in this Part referred to as the Administrator, who 
shall be appointed by the President by and with the advice and consent of the 
Senate. 

(b) The Administrator shall seek to preserve and maintain the stabilization of 
the economy. To this end he shall 

(1) Plan and develop both short- and long-range price and wage stabilization 
policies and measures and create the necessary organization for their adminis- 
tration. 

(2) Inform the public, agriculture, industry, and labor concerning the need 
for stabilization and encourage and promote voluntary action to this end, 

(3) Consult and advise with the Government officials responsible for procure- 
ment, production, manpower, and rent control, and for fiscal, credit and monetary 
policies, concerning measures within their jurisdiction which will assist 
stabilization. 

(4) Establish price ceilings and stabilize wages and salaries where necessary. 

(c) The functions conferred upon the President by Title IV of the Defense 
Production Act of 1950 are hereby delegated to the Administrator, 

Section 402. There shall be in the Agency a Director of Price Stabilization, 
who shall be appointed by the President by and with the advice and consent of 
the Senate, and who shall perform such functions with respect to price stabiliza- 
tion as may be determined by the Administrator. 

Section 403. (a) There shall be in the Agency a Wage Stabilization Board 
composed of nine members who shall be appointed by the President. Three of 
the members so appointed shall be representative of the public, three shall be 
representative of labor, and three shall be representative of business and industry. 
One of the members representing the public, to be designated by the President, 
shall be Chairman of the Board. 

(b) The Wage Stabilization Board shall make recommendations to the Ad- 
ministrator regarding the planning and development of wage stabilization policies 
and shall perform such further functions with respect to wage stabilization as 
may be determined by the Administrator after consultation with the Board. 

Section 404. The Administrator is hereby designated to initiate such consulta- 
tions and conferences with management, labor, and representatives of the Gov 
ernment and publie as he deems appropriate and to advise the President of such 
action as may be called for in carrying out the provisions of Title V of the Defense 
Production Act of 1950. 


There were at least two significant points in part IV of the Executive 
order: (1) The Wage Stabilization Agency was established as a nine- 
man tripartite board on which labor, business and industry, and the 
public were given equal representation, and (2) the Wage Stabilization 
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Board was given the duty of making recommendations to the Stabi 
lization Administrator in the field of wage stabilization. The Board 
did not have authority to assume jurisdiction of any labor disputes. 

It was not until January 30, 1951, that the Wage Stabilization Board 
issued General Wage Regulation 1. This regulation, in conjunction 
with General Wage Stabilization Regulation 1 of the Economic Sta- 
bilization Administrator which had been issued on January 26, 1951, 
in effect froze wages, salaries, and other compensation at the January 
25, 1951, level. It required prior approval of the Wage Stabilization 
Board for any increased payments to employees. 

The work of the Wage Stabilization Board was brought to a stand- 
still on February 16, 1951, when the three labor members of the Board 
withdrew in protest. The immediate cause of the protest was the 
adoption of General Wage Regulation 6 by a vote of 6 to 3, with labor 
dissenting. This regulation permitted general increases in wage and 
salary levels of 10 percent from the base date of January 15, 1950 
The 10 percent did not include fringe benefits which had been in effect 
at the time of the regulation. On the other hand any fringe benefits 
granted after General Wage Regulation 6 would have to be included 
in the 10 percent allowable increase. 

The labor members stated they were withdrawing on the instructions 
of the United Labor Policy Committee representing the American 
Federation of Labor, the Congress of Industrial Organizations, the 
Railway Labor Executives Association, and the International Associa- 
tion of Machinists. At that time the labor members called the for- 
mula in General Wage Regulation 6 unfair and unworkable. On the 
other side, Clark Kerr, a public member of the Board at that time, 
made the following statement in the newspapers: 

We are fully convinced this is a very fair and equitable policy It matches the 
highest figure that could be called a pattern and it exceeds the increase in the cost 
of living. 

The public members of the Board at the time Ixbor withdrew were 
Cyrus 8. Ching, Clark Kerr, and John P. Dunlop 

The President referred the question of how the Board should be 
reconstructed and with what functions to the National Advisory 
Board on Mobilization Policies which consisted of representatives of 
the public, business and industry, agriculture, and labor under the 
chairmanship of the Director of Defense Mobilization. On April 17, 
1951, the National Advisory Board on Mobilization Policies voted 12 
to 4, with industry dissenting, to recommend that the Wage Stabili 
zation Board be reconstituted on the basis of an 18-man tripartite 
Board having authority not only over stabilization of wages but also 
over certain labor disputes. 

As a result of this recommendation, the President issued Executive 
Order 10233 on April 21, 1951, the provisions of which are as follows 


EXECUTIVE ORDER 10233 


AMENDING EXECUTIVE ORDER NO, 10161: WITH RESPECT TO WAG! rABILIZATION 
AND SETTLEMENT OF LABOR DISPUTES 


Whereas the meintenance of wage stabilization under the Defense Productio1 
Act of 1950 is essential at this time in the interest of the national defense; and 

Whereas the maintenance of effective wage stabilization imposes limitations 
on the processes of free collective bargaining, making necessary the development 
of machinery to facilitate the settlement of labor disputes in conjunctiot 
administration of wage stabilization; and 
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Whereas on April 17, 1951, the National Advisory Board on Mobilization Policy 
made the following recommendation to the President: ; 

“1. The Wage Stabilization Board shall be reconstituted as an 18-man tripartite 
Board with six representing the public, six representing management, and six 
representing labor. 

“2. The reconstituted Wage Stabilization Board shall be empowered to assume 
jurisdiction of any labor dispute which is not resolved by collective bargaining 
or by the prior full use of conciliation and mediation facilities and which threatens 
an interruption of work affecting the national defense where— 

(i) The parties to any such dispute jointly agree to submit such dispute 
to the Board, or 

(ii) The President is of the opinion that the dispute is of a character which 
substantially threatens the progress of national defense and ¢ertifies such 
dispute to the Board. 

“3. In any such ease certified to the Board by the President or in any such 
case where the parties jointly agree to submit the case to the Board for their 
recommendations, the Board shall investigate and inquire into the issues in 
dispute and promptly report to the President thereon with their recommendations 
to the parties as to fair and equitable terms of settlement. 

‘4. In any such ease where the parties jointly agree to be bound by the decision 
of the Board, the Board shall render a decision on the issues in dispute which 
decision shall be binding on the parties.” 

And whereas I deem it necessary and desirable that such recommendation be 
carried out, 

Now, therefore, by virtue of the authority vested in me by the Constitution 
and statutes, including the Defense Production Act of 1950, and as President of 
the United States and Commander in chief of the Armed Forces, it is hereby 
ordered as follows: 

Section 1. Part IV of Executive Order 10161 of September 9, 1950, is hereby 
amended by revoking sections 403 and 404 thereof and by inserting after section 
402 thereof the following new sections: 

“Src. 403. (a) There shall be in the Agency a Wage Stabilization Board (here- 
after in this Part referred to as the Board) composed of eighteen members who 
shall be appointed by the President. Six of the members so appointed shall be 
representative of the publie, six shall be representative of labor, and six shall be 
representative of business and industry. There shall be a Chairman and a Vice 
Chairman of the Board, each of whom shall be designated by the President from 
among the members representative of the public. 

“(b) In addition to the functions assigned to it by the provisions of the following 
sections of this Part IV, the Board shall perform such other functions with respect 
to wage stabilization as may be determined by the Administrator after consultation 
with the Board. 

“Sec. 404. To the maximum extent consistent with the maintenance of effec- 
tive economic stabilization, the provisions of this Part shall be administered in 
such a way as to preserve collective bargaining between labor and management. 

“Sec, 405. The Board may assume jurisdiction of any labor dispute which is 
not resolved by collective bargaining or by the prior full use of conciliation and 
mediation facilities and which threatens an interruption of work affecting the 
national defense where— 

(a) The parties to any such dispute jointly agree to submit such dispute 
to the Board for recommendation or decision, if the Board agrees to accept 
such dispute, or 

“(b) The President is of the opinion that the dispute is of a character which 
substantially threatens the progress of national defense and refers such 
dispute to the Board. 

“Sec. 406. In any case referred to the Board by the President under section 405 
the Board shall investigate and inquire into the issues in dispute and promptly 
report to the President thereon with its recommendations to the parties as to fair 
and equitable terms of settlement. 

“Sec. 407. In any case where the parties jointly agree to submit the case to the 
Board for its recommendations under section 405, the Board shall investigate and 
inquire into the issues in disputeand shall advise the parties of its recommendations 
for fair and equitable terms of settlement. 

“Src. 408. In any case submitted or referred to the Board under section 405 
where the parties jointly agree to be bound by the decision of the Board, the 
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Board shall render a decision on the issues in dispute, which decision sh: 
binding on the parties. 

“Sec. 409. Any wage action taken by the Board with respect to anv ca 
submitted or referred to it under section 405 shall be consistent with stabilization 
policies. 

“Sec. 410. Such panels and subsidiary agencies of the Board as may be deemed 
necessary may be constituted under this Part, and in order to carry out its function 
under this Executive Order, the Board may promulgate rules, regulations, order 
and directives.”’ 

Section 2. All orders regulations, rules, certificates, directives, and other 
actions relating to any function affected by the amendment made by the provi 
sions of section 1 of this Exeeutive Order (including the appointments of members 
of the Board in office on the date thereof) shail remain in effect except as thev are 
inconsistent herewith or hereafter amended, revoked, or terminated under proper 
authority 

Srction 3. Nothing in this Executive Order shall be deemed to supersede any 
provision of Executive Order No. 10193 of December 16, 1950 

SeEcTION 4. No action inconsistent with the provisions of the Fair Labor 
Standards Act of 1938, as amended, other Federal labor standards statutes, the 
Labor-Management Relations Act, 1947, or with other applicable laws shall be 
taken under this Executive Order. 


Harry S. TRUMAN. 

THe Wuite Hovuss, April 21, 1951. 

It should be noted that Executive Order 10233 specifically amended 
sections 403 and 404 of Executive Order 10161. These sections had 
given authority to the Wage Stabilization Board regarding the 
planning and development of wage stabilization policies. The sig- 
nificant facts in Executive Order 10233 were (1) the Board continued 
its tripartite character with labor, industry, and the public being 
equally represented and (2) the Board was given jurisdiction over 
labor disputes in addition to wage stabilization. The Board was 
given authority to assume jurisdiction over any labor dispute which 
was not resolved by collective bargaining or by prior full use of con- 
ciliation and mediation facilities and which threatened an interruption 
of work affecting the National defense where (1) the parties agreed 
to submit such dispute to the Board or (2) the President certified a 
dispute to the Board. The cases certified by the President were to be 
limited to those which substantially threaten the progress of National 
defense. In those cases over which the Board had jurisdiction it was 
directed to— 
investigate and inquire into the issues in dispute and promptly report to the 
President thereon with its recommendations to the parties as to fair and equitable 
terms of settlement. 

At the same time the Board was given authority in dispute cases, it 
was specifically instructed as follows: 

No action inconsistent with the provisions of the Fair Labor Standards Act of 
1938, as amended, other Federal labor standard statutes, the Labor-Management 
Relations Act, 1947, or with other applicable laws shall be taken under this 
Executive order. 

At least part of the price which the labor groups demanded for 
any renewed participation on the Wage Stabilization Board was that 
it be granted disputes functions. After the Executive order was 
issued, the labor members returned and participated in the activities 
of the reconstituted Board. It is significant that both the American 
Federation of Labor and the Congress of Industrial Organizations 
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have publically informed the Members of Congress that they will 
not participate in a wage-stabilization program which is not controlled 
by a tripartite board on which labor groups are represented. 

In general, the functions of the Wage Stabilization Board are divided 
into two parts: (1), The development and issuance of regulations 
and orders to stabilize wages, salaries, and other compensation as 
authorized in title IV of the Defense Production Act, and (2), disputes 
settling functions as authorized by Executive Order 10233. 

A summary of the most important general wage regulations and 
resolutions which have been issued by the Wage St: abilization Board 
follows: 


SUMMARY OF WaGE STABILIZATION BoaRD REGULATIONS AND IMPORTAN’ 
RESOLUTIONS 


ESA-GWR 1, issued January or 1951: Stabilizes wages, salaries, and other 
compensation at January 25, 1951, levels. Requires prior approval of the Wage 
Stabilization Board for any ine ee payments to employees. 

GWR 1, issued January 30, 1951: Restates and clarifies the definition of “wages, 
salaries, and other compensation”? appearing in section 702 (e) of the Defense 
Production Act. 

GWR 2, issued January 30, 1951: Permits prior approval of the Wage Stabilization 
Board, increases decided upon prior to January 25, 1951, in written agreements 
and arbitration proceedings and effective not later than 15 days after that date. 
Purpose was to give effect to collective-bargaining agreements and arbitration 
awards made prior to the freeze order. 

GWR 8, issued January 31, 1951: Permits, without prior approval, increases up 
to the Minimum wage provided by Federal and State minimum-wage laws. 
This regulation was necessary because of requirement in the Defe 7. Produc- 
tion Act that no action be taken by the Board inconsistent with the Fair Labor 
Standards Act. 

GWR 4, issued January 31, 1951: Permits, without prior approval, increases to 
employees of non-Federal governmental agencies, Whose compensation is fixed 
by statute, ordinance, or regulation. In making increases, the affected agencies 
are expected to conform to national wage stabilization policies 

GWR 5, issued February 12, 1951, revised July 27, 1951: Permits, without prior 
Board approval, subject to certain conditions, (1) merit or length of service 
increases, (2) promotions and transfers, (3) rates for new and changed jobs, 
and (4) rates for new employees. Purpose of this regulation is to permit 
the administration of existing wage and salary structures to continue in a 
normal manner with a minimum of governmental interference, and at the same 
time make certain that these wage and salary ‘“‘housekeeping’’ practices are 
not abused in order to pirate labor or cumulated so as to amount to general wage 
or salary increases. 

GWR 6, issued Februarv 27, 1951: Permits, without prior Board approval, general 
increases in wage and salary levels in appropriate units up to 10 percent over 
the wage and salary levels in effect on January 15, 1950. Different base period 
mav he used where January 15, 1950, period is shown to be abnormal. Section 
5 of GWR 6 permits more than 10-percent inerease in rate and unusual cases 
where increase is indispensable to attract or retain labor in essential civilian 
or defense industries or plants. 

GWR 7, issued February 15, 1951: Permits, without prior approval by the Board, 
increases to emplovees of nonprofit religious, charitable, and educational organ- 
izations. The organizations affected are expected to conform to national wage 
stsbilization policies. 

GWR 8, issued March 8, 1951; revised August 23, 1951: Permits oneration, with- 
out prior Board approv al, of cost-of-living provisions in collective-bargaining 
agreements, and written wage and salary plans which are based on an accept- 
able cost-of-living index; and in the absence of formal plan, permits semi- 
annual cost-of-living increases based upon an acceptable index, dated on or 
after January 15, 1951. 

GWR 9, issued Mareh 8, 1951: Provides procedures and criteria for obtaining 
approval of rates of wages for employees of new plants. The purpose of the 
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regulation is to keep wage rates in new plants in line 
enterprises in the same industry or local labor market area 
GWR 10, issued March 8, 1951; revised Mav 23, 1951: Permits, 1W \ 
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tinuation of historical ‘“‘tandem”’ relationships, whereby s of 1 
for one group of employees have been dir etlv related to those of ot I 
in timing, amount, and nature. 
GWR 11, issued May 18, 1951: Adapts the wage stabilization program to a 
cultural labor. Establishes the level to which agricultural wage ates may 
I be brought without prior Board approval. 
; GWR 12, issued May 31, 1951: Establishes a tripartite Commission to ad I 
I wage stabilization functions in the building and construction industr i 
‘ Commission has jurisdiction over all mechanics and laborers in the building 
; and construction industry, employed directly upon the site of the work lhe 
} Commission stabilizes wages on the basis of area rates, so far as practicabl 
' GWR 13, issued July 19, 1951; revised April 11, 1952: Provides procedure for ob- 
i taining approval of fringe benefits which d t exeeed preva ¢ industr 
or area practice, as to both amount and type Applies to paid vacations paid 
| holidays, premium pay, shift differentials, ca pay, and other types of frir 
benefits. For minor fringe benefits, e. g., voting time, industry or area prae- 
} tice test may be disregarded where bene cost a \ I uy ibil- 
| izing. It does not cover health and welfare pial pensi plans, or profit- 
sharing plans of the deferred compensation t 
GWR 14, issued July 25, 1951: its, without prior Board approval payment 
of bonuses under established plans, subject to certai t lards Also per- 
mits bonuses in the absence o in ¢ i | i ‘ ) ot exceed same 
amount or percentage paid during the prec R I ip- 
proval of other bonus payments 
GWR_ 15, issued July 27, 1951 Perr rior | 1 i 
establishment or adjustment, under specified ( 
rates in plants which use that method of e ensAtlor 
GW R 16, ISS ied August 30, LOD] | Cry P I Ri i t \ I 
from wage-stabilization controls, beeause f tt ‘ 
upward wage pressure in those area 
GWR IGA. issued October 5. 1951 j i { 
Zone from all wage-stabilization contre 
GWR 17, issued Oetober 17, 1951: Per t be filed 
\ ments in order to eorrect 3 terplant | ( ' 
establist el 1 | one } 
of wage-set Y 
GWR IS, i ed December 7, 195 \ 
nequities hrough comprehe 10) i 
rate adjustment Wage ad ! ! { i 
not be used as a substitute for general Ave c 
GWR 19, issued December 23, 1951: Estal ( ( ( . 
ment of plans and the amendment ‘ pla I for « 
health and welfare benefits The regulat a ! 
for approval of such plans. It is supplemented Board Re 7s 
contains a set of standards called 1 ( { { i 
a feature listed in Resolution 78 a confo i! 
30 days after the filing of a report 
GWR 20, issued Februarv 13, 1952 Adapts Ag il i 
employees compensated in whole or part on a@ con 
GWR 21, issued February 22, 1952: Governs t estal 
plans and profit-sharing plans of leferred-« ) itio ! wid 4 { 
ment Of existing plat 
RESO! \ 
AY nual Improvemetl { factor: 
fesolution 22, issued June 6, 1951: A 0 ppre I 
ment factor merease »GM-UAW Ler’ j 
26, 195] Requires O price inerea irra 
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filed before March 27, 1952, and payments were to be effective before 

January 1, 1952. 

Equal pay for equal work: 

Resolution 69, issued November 15, 1951: Authorizes approval of wage ad- 
justments to eliminate sex, race, color, or national-origin differentials. 





Under its wage-stabilization authority, the Board has issued num- 
erous regulations and orders most of which are self-administering. At 
the same time, the Board and its various regional Boards have handled 
more than 60,000 cases where either the employer, or employer and 
employees together, have submitted a petition for wage increases or 
the payment of other compensation which required Board approval 
under its regulations. About 5,500 of the petitions filed with the 
Board have either been modified or denied, the rest have been ap- 
proved. 

Under its dispute settling functions, 33 cases have been handled of 
which 12 came to the Board by certification from the President and 21 
by voluntary submission of the parties. The Board has established 
a policy that it will not act upon a case where a strike is in progress 
until the men are back at work. 

The following is a chart showing the status of all dispute cases as of 
June 16, 1952. 
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III. Conciustons 


As a result of its investigation of the Wage Stabilization Board, the 


House Committee on Education and Labor has reached the following 
conclusions: 


A. The Wage Stabilization Board has failed to respect the 
national labor policy as expressed in the Labor-Management 
Relations Act, the Defense Production Act, and other applicable 


laws with regard to collective bargaining and the settlement. of 
labor-management disputes. 


1. In panel lin gd that the parties agree to some kind of union shop 
in the Steel case, the Do) wlas Aireraft Co. case, and the Boei ing Airplane 
Co. case the Was Stabilization Board failed to respect the national 
labor policy as set forth in the Labor-Management Relations Act. 


_ In the steel dispute the Wage Stabilization Board made the follow- 
ing recommendation: 


\ majority of the Board recommends that the parties include a union-shop pro- 
vision in their new contracts, the exact form and condition thereof to be determined 
by them in their forthcoming negotiations. 


On the subject of the union-shop the Labor-Management Relations 
Act, 1947, contains the following limitations: 


Section 8 (a). It shall be an unfair labor practice for an employer _ * 4 

(3) by discrimination in regard to hire or tenure of employment or any term 
or condition of employment to encourage or discourage membership in any labor 
organization: Provided, That nothing in this Act, or in any other statute of the 
United States. shall preclude an employe r from making an agreeme nt with a labor 
organization (not established, maintained, or assisted by any action defined in 
section (a) of this Act as an unfair labor practice) to require as a condition of 
employment membership therein on or after the 30th day following the begin- 
ning of such employment or the effective date of such agreement, whichever date 
is later, (i) if such labor organization is the representative of the employees as 
provided in section 9 (a), in the appropriate collective-bargaining unit covered by 
such agreement when made; and has at the time the agreement was made or 
within the preceding 12 months received from the Board a notice of compliance 
with sections 9 (f), (g), (h), and (ii) unless following an election held as provided 
in section 9 (e) within one year preceding the effective date of sueh agreement, 
the Roard shall have certified that at least a majority of the employees eligible to 
vote in such election have voted to rescind the authority of such labor organiza- 
tion to make such an agreement. [Italics added.]} 


There can be no doubt that a recommendation coming from a public 
board such as the Wage Stabilization Board exerts great pressure on 
the parties to accept the recommendations so made. At a hearing 
before the subcommittee of the Committee on Education and Labor 
in the House of Representatives, Eighty-second Congress, first session, 
concerning the disputes functions of the Wage Stabilization Board, 
Mr. Clark Kerr, a public member of the Board, testified in part as 
follows: 


* * * My belief is, however, that recommendations of the Board such as 
ours do involve some actual and some potential compulsion. I think this is 
necessary but I also state it as a fact. At least they involve the compulsion of 
publie opinion. The recommendations of the Board form a center around which 
publie opinion can be focused and brought to bear upon the parties, and the side 
which doesn’t accept the recomme ‘ndations then stands to lose publie support. 
That is a kind of pressure and a kind of compulsion. I think that happens any 
time recommendations are made. I think the compulsion further is potential in 
that the President taking these recommendations, if the dispute were serious 
enough, might perhaps foree them upon the parties by seizure. So, I would say, 
‘Yes,’ there is potential and actual compulsion involved. T[ think it is necessary. 
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If a dispute is important enough to the national welfare, then it is n 
regrettable. 

In addition to the compulsion of public opinion which normally 
develops behind the recommendation of a public board, in the Steel 
case, there was an obvious attempt on the ace of some public officials 


to throw the weight of the Government behind the Board’s recom- 
mendations. For example, the public statements of the Secretary of 
Labor and the Vice President of the United States before a recent 
steel-union convention were clearly intended to influence public opin- 
ion. The statement of the Vice President in particular attacked 


management for not following the recommendations of the Board 
At that time Mr. Barkley was quoted in the papers as saying: 


It is as un-American for any group to openly defy a Government agency set up to 


settle matters intended for it, as it is for a defendant to defy the verdict of a 
jury set up to administer justice. 

Another example of the compulsive effects of the recommendation 
by the Wage Stabilization Board is graphically illustrated by an 
organizing poster of a local union on the west coast which was brought 
to the attention of the committee. The headline of the poster stated: 
“United States Government through its Wage Stabilization Board 
says union shop at Douglas.”’ This poster was issued after the Wage 
Stabilization Board had recommended that the Douglas <Aireraft 
Corp. grant a union shop to its employees at 2 plant involved in a labor 
dispute. The poster issued was distributed at a plant where no dis- 
pute existed and by a union which was not involved in the dispute 
Obviously, the union was attempting to impress the eee clas employ- 
ees with the fact that the United States Government had recommended 
a union shop at Douglas. 

It is the belief of this committee that the national labor policy 
concerning the union shop as expessed in section 8 (a) (3) of the Labor 
Management Relations Act, 1947, merely provides that such 
arrangement between labor and management is legal. It was con- 
templated by the Congress that the parties should meet at the bar- 
gaining ts able on e qual terms to negotiate this issue It was not con- 
templated that the United States Government would in effect enter 
into the negotiations to throw its weight on either side on this con- 
troversial issue. 

It is sheer evasiveness to claim that the actions of this Board were 
only recommendations and that parties were not under any compul- 
sion to agree. It has been clearly demonstrated that there is great 
compulsive force behind these recommendations and it is our belief 
that the Board in taking a position on the union-shop issue threw the 
weight of the Federal Government on the side of one of the parties 
in a situation in which the Government’s position was intended to be 
one of neutrality. 

Some members of the Board in their testimony argued that the 
Board was obliged to make a recommendation on 


an 


the unmion shop 
issue because this issue Was In dispute and the funetion of the Bo ard 
was to assist in settling the dispute. It should be noted that this 
rationalization of the Wace Stabilization Board’s action appears in 
the Chairman’s statement on the steel dispute just | hes his explana- 
tion that certain other important Issues Were Ir fo ‘rred back. 1 


ce 


» thre 
parties without recommendations and without the retention of 
jurisdiction 
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Furthermore, it seems to the committee that if a union has not seen 
fit to make an all out fight over the union shop issue until this period 
of emergency permitted them to take the case before Wage 
Stabilization Board it is not unreasonable to expect that the Board 
should have refrained from throwing the weight of the ena mt 
into this issue. 

The committee believes that since the Board has taken a position 
on the union-shop issue, which the Chairman indicates will be fol- 
lowed in future cases, its policy is vastly more likely to provoke 
than to avoid serious labor disputes. 


2. In retaining jurisdiction for approximately 75 months of the labor 


di spute between the United . Lutomobile Workers of 4 {merica. CTO. and 
the Borg- Warner Corp. involring the issue of a multi- plant contract, the 
Wage Stabilization Board interfered in a matter desis uithin the 
exclusive jurisdiction of the Nati onal Labor Relations Board. 

On October 10, 1951, the Wage Stabilization Board accepted juris- 
diction of a labor dispute involving the United Automobile Workers 
of America, CIO, and 12 subsidiaries of the Borg-Warner Corp. On 
May 28, 1952, the Board by majority vote declined to issue a recom- 
mendation on the question of a multiplant agreement because “We 
believe that the essential problem presented by this case is primarily 
within the jurisdiction of the National Labor Relations Board.’ 
At the same time the Board referred all other issues back to the parties 
for collective-bargaining and retained jurisdiction advising the parties 
to keep the Board informed of the progress of their negotiations. 

There can be no question but that it was recognized generally that 
the central issue in the Borg-Warner dispute from its inception was 
the question of whether or not the company should sign a master 
contract with the union involving all 12 of its subsidiaries. The 
letter from the Defense Department to the Director of Defense 
Mobilization concerning this case clearly showed a recognition of 
this issue. The letter said: 

Il understand that there have been some negotiations conducted under the 
auspices of the Federal Mediation and Conciliation Service, but there is little 
hope of their successful culmination prior to October 10—the date set for the 
strike—due to the fact that the company and the union (United Automobile 
Workers, CIO) cannot agree on the bargaining unit for which the negotiations 
are to be conducted. 

The Federal Mediation and Conciliation Service was also aware of 
this central issue, for Mr. Ching in his letter to the White House in- 
volving the Borg-Warner dispute said: 

These disputes arise as result of negotiations for renewal of contracts or under 
reopening provisions in existing contracts with the principal issues pertaining to 


wage demands, union security, and other economic benefits. These negotiations, 
however, have been deadlocked as the result of the insistence bv the union for 
corporation-wide bargaining. The corporation has taken the position that 


bargaining must be on an individual plan basis in accordance with past practices 


Mr. Childs and Mr. Sigal, CIO members of the Wage Stabilization 
Board when this decision was made, dissented vigorously on this issue. 
They also pointed out, in the following language, that they were well 
aware of the issue from the time the case was certified. They said in 
their dissent: 

* * * The Board knew at the time the cise was certified to it by the 
President that the question of the master contra*t was the central issues in the 








See” 
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dispute. The Board was apprised of the comp 





i S pos 4 A 
time. 

On October 16, 1951, immediately after the case was certified, the D 
Director held a conference with all the parties to the dispute at it me 
emphasized the central problem in the disput is the negotiation of a ma 
contract, and the ¢ MNpPANVY representat t mad irl roy ‘ Uhh the Ws: 
Stabilization Board had no jurisdicti: ver t | 
panel to which the dispute was referred ri 
and limited their recommendations to that item a 

it may be said by the public members of the Board se} stifleat 
Board cannot take notice of the issue i : potite ! tte ! 1 Tre} 
1 it offic intl Such an ey pla 1 ) ! 
ol the W ave Stabilization Boare nr Pigs Or ai a 1 
pretense to declare that the Board could not | eemed 
all the members of the Board knew fr 

| Vi of these facets it is chfl It to f f \' 

) 
Stabilization Board upon i iving the cas ( the Pres 
not mamedintely quest t National Lal Relatio Bo 
an opinion concerning the central issu the cas Inst 
Board referred the disput to a pa i and s t | ) ) 
1 o 7 

lengthy and expensive hearings 

The Board, by retaining jurisdiction, subject the parties to th 
pressure of a panel report recommending that the companies negotiat 
nh company wide contract on certain specific issues which it no Inds 
would eneroach upon the jurisdictions of t National Labor Rel 


tions Board 

A further criticism of the Board action in this case arises out of the 
fact that it took jurisdiction of cases allegedly involving 12 subsidiaries 
of Borg-Warner when, in fact, no dispute existed at two of the pl ints 
namely, Warner Automotive Parts Division and Warner Gear Divi 
sion, 

U Vrus ( ‘hing, Director of the Federal Mediation and Conciliation 
Service, in his le tter of October 9, 1951, concerning this dispute pointed 
out that these two plants had reached local agreements at the writing 
of that letter and before the cases were certified to the Board. In 
spite of the fact that the Board’s jurisdiction in labor dispute cases 
can result only when labor disputes have not been resolved and when 
they threaten an interruption of work affecting the National defense, 
the Board took no action to divest itself of juris liction in these two 
cases. Even the panel report was not clearly limited to the 10 plants 
at which disputes existed, although the fact there was no dispute at 
the other 2 plants had been called to the attention of the panel mem- 
bers during the long hearings. Thus, the Board not only retained 
jurisdiction in 10 plants involving an issue which was within the 
exclusive jurisdiction of the National Labor Relations Board but it 
retained jurisdiction of two cases in which no dispute existed 

It would seem to be significant that the Board’s inquiry to the 
National Labor Relations Board concerning the propriety of its 
retaining jurisdiction of these cases was not initiated until after this 
investigation had begun. 


3. The existence of the Wage Stabilization Board with jurisdiction in 
dispute CASES IN itself reduces the € fective ness of the Federal Mediation and 
Conciliation Service and interfere s with collective bargaining. 

Section 203 (a) of title I] of the Labor-Management Relations Act. 
1947, places a specific duty on the Conciliation Service: 

* * * to assist parties to labor disputes in industries affecting commer 
to settle such disputes through conciliation and mediation, 
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There was general agreement among the witnesses who appeared 
before this committee that the existence of the Wage Stabilization 
Board with jurisdiction over labor disputes weakened the Federal 
Mediation and Conciliation Service and interfered with collective 
bargaining. 

In a letter to the chairman of the committee, Cyrus Ching, the 
Director of the Mediation and Conciliation Service, pointed out the 
effect which the dispute functions of the Wage Stabilization Board 
had upon the Mediation and Conciliation Service as follows: 

* * * experience has shown, not only in the present defense effort but also 
during World War II, that whenever another labor-relations agency is created to 
which the parties can resort, there is an inevitable hampering of the collective- 
bargaining process. The parties to a labor dispute are often, under these circum- 
stances, reluctant to recede from prior positions if there is a possibility that the 
dispute may be resolved by another agency with greater powers than the Service. 

The placing of dispute functions in an emergency body such as the 
Wage Stabilization Board, rather than in an ad hoc board established 
for each dispute as it might become necessary, creates constant inter- 
ference both with the Conciliation Service and with collective 
bargaining. 

A continuing Board having disputes functions establishes a body of 
precedent which interferes with collective bargaining. For example, 
after the Wage Stabilization Board recommended a union shop in the 
steel, Boeing, and Douglas cases, the Chairman stated that unless the 
circumstances were unusual he felt the Board would recommend 
union shop when that issue is before the Board in future cases. It is 
obvious the union shop will no longer be something to be sought 
through the give and take of free collective bargaining. No union 
will make any concession on this point when it has a chance to go 
before the Board where it will be recommended. The existence of a 
known board to handle important disputes enables the parties to judge 
the personnel of such a Board over a period of time and to make fairly 
sound decisions as to how its members will react to given situations. 
As each party can observe to some extent the way in which the Board 
has disposed of dispute cases, he can therefore judge whether or not 
it will be to his advantage to get his case before the Board. It is 
obvious that under these conditions mediation and conciliation, as 
well as true collective bargaining, becomes a farce. 

Further interference with collective bargaining and with the 
Conciliation Service arises out of the fact that the Board is not bound 
by its own regulations in cases which come before it. This policy was 
stated by Chairman Feinsinger in his statement on the Board’s 
recommendations in the steel dispute. He said: 

On the other hand, in either a voluntary or dispute case, the Board is free to 
take whatever action it deems to be fair and equitable and not unstabilizing, 
whether that involves merely an interpretation of its regulations, or requires an 
exception to or general modification of such regulations. 

Collective bargaining for a wage beneath the maximum permitted 
becomes futile. Mr. Aaron, a public member and now Vice Chairman 
of the Board, stated that in any major dispute case which came before 
the Board he could not conceive of a panel or of the Board recom- 
mending less than what the parties were entitled to under regulations 
6 and 8, whether or not the employer had agreed to make such pay- 
ments. This, in effect, means that the amounts due under regulations 
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6 and 8 on a self-administering basis can become a floor for collective 

bargaining rather than a ceiling because all parties know the Board 

will give at least that much if they can just get their case before it 
The popular conception of wage regulations as a floor rather tl 


i thal 
as a Maximum ceiling was succinctly stated by Mr. Doherty, 


ati l 
dustry member of the Board: 
ies Ironically, in our national effort to restrair ( S sh e 
we have erected so-called ceilings which actual operat iva 
management’s “first offer” in a contract negotiatior How else can you exp 
the 30,000 to 40,000 above-ceiling petitions? 


Another way in which the existence of disputes functions in the 
Board has interfered with free collective bargamminge and with labor 
relations in general lies in the tripartite nature of the Board on which 
both labor and management are represented with the public. The 
committee was presented with evidence showing that some local 
unions when engaged in an organizing drive or ina jurisdictional dispute 
with a union which is either independent or not represented on the 
Board, have plaved heavily upon the fact that their union had a direct 
representative on the Board and their cases would be favorably han- 
dled. This, of course, would be used even if the Board did not have 
disputes functions because the argument could still be used that thi 
representative of the union on the Board was intent on getting higher 
wages. However, to the extent the Board does have disputes func- 
tions, the unions are able to use it as an argument for getting new 
members or for campaigning against a competing union in a repre- 
sentation election. 

In addition to the above facts there was testimony before the com- 
mittee that independent unions feel their cases are not handled as 
fairly or as quickly before the Board since they do not have any direct 
representation and in Many cases are competing with either AFL or 
CIO unions who do have representation on the Board. 

Another danger in a Government board whose membership is ap- 
pointive lies in its political implications. Continuance of the labor 
disputes function in the Wage Stabilization Board can ony weaken 
private bargaining processes and establish reliance upon Government 
in collective bargaining. This will cause the energies of organized 
labor to be concentrated upon the objective of political control of the 
Government rather than upon its time-honored and historical place in 
our free society. An expression of the foregoing appears also in the 
testimony of Mr. Doherty: 

* * * Inherent in the national dispute settlement processes of the WSB is 
the growth of the collective-bargaining pattern underlying the | 
Labor movement. In these countries, unions have accepted governmental 
intervention, and ultimate decision, regarding major industry negotiations and 
disputes. In fact, these disputes have frequently been involved in a@ union- 
political objective. Always, there has been the convi 
could influence the government. To do so, unie 


suroOpean Sociailst- 


tion that they the unions 

s¢ mism has intentionally built 

itself into a political machine. The inevitable result has beet E 

private enterprise and the expansion of governmental ownership. 

Very unfortunately, these same trends in the United States are not equally 
beneficial to all unions and to all groups of wor 


kers. The establishment of 
national patterns, including industry-wide dispute settlement, favors industrial 


Moms Obviously no proce 
mental regulation should discriminate between differ 
between union and nonunion W 


1 a withering oft 
unions to the detriment of trade or craft ur 


orkers but nis 2 an 


inherent in national regulations over wages and 
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B. The Wage Stabilization Board has adopted policies and 
made decisions and recommendations inconsistent with the intent 
of Congress with respect to stabilization and in contravention of 
the public interest. 


1. The policies and regulations of the Wage Stabilization Board hav 
been wn usually Libe ral in an emergency pe rod. As applied to‘ ‘petition 
CASE 3" they have heen ertre mely libe ral and as inte rpre ted and modi fied 
in dispute cases Uicy have been highly unstabilizing and inflationary. 

The committee recognizes that after the original wage freeze, it 
was necessary for the Board to give careful consideration to the 
development of policies and regulations that would correct situations 
where inequities or hardships existed because of unusual circumstances, 
Hence there seemed to be some sound justification for the development 
of regulation 6 supplemented by regulation 8 in collateral relation to 
regulations 5, 9, and 10. 

Regulation 6 was designed to accomplish three things: 

(a) Permit certain unions whose contracts were caught in the freeze 
to adjust themselves with those unions which had negotiated a new 
post-Korean round of wage increases prior to January 25, 1951. (It 
should be noted here, however, that when regulation 6 (the 10 percent 
catch-up formula) was adopted, only about 8 percent was needed to 
catch up with the cost-of-living changes. ) 

(6) Furnish a working tolerance for wage increases to nonunion 
employees, many of whom had received no wage increase during 1950. 

Afford a general catch-up in wage levels to cost-of-living caanges 
and to establish a foundation for adjusting the money income of 
workers to dollar buying power. 

Beyond regulation 6 the wage control program required certain 
other adjustments in order to adapt itself to the needs of a defense 
economy and in the interest of sound employee-employer relation 
patterns. Within this area, regulation 10 (tandem), regulation 9 
(new plants), regulation 5 (relating to internal wage adjustments 
Within a given company) seem to be justified. Regulation 8 estab- 
lished the basic step in the evolution of a general wage-control pattern 
Assuming the margin of allowable wage rate adjustments under 
regulation 6, the continued adherence to a cost-of-living formula as 
provided for in regulation 8 probably would have furnished a workable 
basis for maintaining wage stabilization during the emergency period. 
However, the deve lopme nt of all the other regulations provide “l for a 
liberality in their application which made it impossible to hold the line 
or effectively control inflation. In commenting on this phase of wage 
stabilization Mr. Doherty, an industry member of the Board, stated: 

What is not generally appreciated is the liberality of Board policy—both as 
regards general wage increases and fringe and welfare benefits. Hourly wage 
rates have been increasable, in the aggregate, by some 28 to 30 percent since the 
January 1950 base under regulations 6, 8, 5, and 18. Obviously, this is extreme 
liberality during a period of so-called anti-inflation stabilization 

Even a hold-the-line policy along these liberal and generous provisions might 
have given the Nation some slight semblance of stabilization in ‘‘wages and other 
compensation” had the Board not adopted an open-end approach to fringes, 
health-welfare and pension costs. Actually, the Board sets no limits on the total 
package of labor cost increases allowable within the area of nonwage or so-called 
hidden labor costs. 
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By way of illustrating the liberality of the Board’s regulations 
Mr. Doherty made the following statement during the committee 
hearings: 











Let us assume that a company had a straight-time average rate of $2 
January 1950, which is the base period And, mind you, | am going 
servative in this approach. 

Let’s assume they gave those increases during 1950 and ive 
crease after regulation 6 was effective, and therefore thev onlv gave 10 px 
which would be 20 cents, bringing it p to $2.20 

Regulation 5 later on permitted that firm, whether it ever had a merited y 
of service practice or not, to take 4 6-percent fund, ca ited by taking © pert 
of their straight-time average hourly rates for J irv 1951] 

Now, if they did as some firms have done, if they took the full 6-percent f 
and passed it all out in varving forms throughout the vear under merited leng 

t service, tha. fund obviously would exceed the strais time rate by 6 p 
But I am being conservative. I am applying that to the $2 bas That is 12 
cents, thereby bringing them at the end of the vear to $2.52 

Then let us assume that during the vear, during the latter part of the vear 


they increased their rates under the cost-of g ind reguiation & Phere 
Was a time when they could have 4 percent, and one time re than 4 percent 
And we apply that conservatively to the $2 bass Phat is $2.40 we have nov me 








to. Now, for the vear 1952 they are again permitted to apply regulat D 
Which means a new 6 perce! hi vi pp ‘ rate that preva | 
January of this vear, which was $2.40 That is 14.4, which brings you up to 
$2 544. Regulatior IS which does rec re tbr oO to the Board } t is 
automatic, virtu V automat {1 l | e |] perce s regula 
allows 1 percent for internal wage readjustment I tt wage fabr of the 
company So we will apply th: Ril ) SK? is 9 S 
That is $2.564, which is a little over 28 perce! 


Now, had this firm given an increase in 1950, and s n, you would have a 


cumulated even a hi r figure and co 1 i arr 1a 52 r 3d0-pel nt 
increase, 

In other words, | Sa at t! i | 
reased virtually wit Board approvs And fact 
that heaven knows t Board i i i 


During a discussion of the oil cases the followin lloguy between 


application of the Board’s regulations: 
Mr, Forsyrue, Mr. Doherty, in your discussion rning al 


committee counsel and Dr Doherty Is significant with respect to the 
1; 


case, vou stated that the industry members and e public met u ast 
among themselves agreed that under the Board ( itiol 10 cer vas a hat 
the case wi 1 stal without break 1! re ) nh se i | it 


correct? 
Mr. Donertry. That is correct. 
Mr. Forsyruet. Well, was any explanatio ude to you or 1 e il Stry 








members as to why the public members voted f Ld ; 

\ir. Donets ! ’ e- 
where in tl o bea I ce g 
abou ettiement t} nke, neidentally, before we pul that, I ild 
ike I mentio I is Par ‘ ( f 
report ot the CA I ( a 1 
expre es oO OD he tac 

There were is nO a a ise period, and 
hen there is OU ; ‘ He 
permissible f it eguia S, 
und these fig 1 i s repo! vho 
is doing a straig b, no availal sre det 
regulation 6 and 9.7 cents under regu ion Sw eh n LO ee Ss] nce off 

The second assumption is that vo had an abnormal base period, At no 1 e 
in the discussions with the public members—and we had quite a few caucuses 
was there any indication given to me, and I have alked to other industrv members, 
that would lead us to believe that the public members involved in those diseus- 


I 
sions believed that there was an abnormal base lherefore we rule that 
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And, incidentally, had there been an abnormal base, approximately 18 cents 
would have been permissible. 

Therefore, I think the actions would tend to indicate that there were none 

Therefore I submit for the record this statistical report, that shows there was 
only 10 cents available. 


The wide latitude in the regulations as interpreted by the Board 
in disputes cases is again illustrated by the following colloquy relative 
to the steel case between Mr. Aaron, a public member of the Board, 
and committee counsel. 


Mr. Forsytue. Wovld you break that down for me in terms of so many cents 
per regulation to arrive at 26 cents? How would you divided it up, in other 
words? 

Mr. Aaron. By regulation? . 

Mr. ForsytHe. Yes; however you are going to justify it without breaking your 
stabilization rules and regulations. In other words, I understand you to sav that 
you could have given 26 cents as of March 20 without revising or breaking your 
wage stabilization regulations, or whatever it is that you follow in these cases 
You know, I am just asking you to break that down and show me which regula- 
tion would have permitted how much money. 

Mr. Aaron. I would have to make all of this subject to further check, and I am 
just not prepared for that question. I am giving you something off the cuff 
But, just offhand, you have got 16 cents for general wage increase. 

Mr. Forsytue. That is using 

Mr. Aaron. Using the exceptional case theory under regulation 8. 

Mr. Forsytue. Under regulation 8? 

Mr. Aaron. Yes; and we could have given Saturday and Sunday premium pay 
Gee, that would have run into a considerable cost, and there alone, if you had 
given them the full demand, I think that would have run you away up over 26 
cents right there and then I have some figures here that show the cost of the 
union demand, according to the companies’ own estimate, would have come to 
23.34 cents 

Mr. Forsytue. How much is that? 

Mr. Aaron. 23.34 cents for Saturday and Sunday pay 

Mr. Forsytue. Could you give that without violating your regulations? 

Mr. Aaron. I do not know why not 

* * + Ea * + * 

Mr. ForsyrHe. And that just leads to the next question: What effective con- 
trol do you have over fringe issues if you could recommend within your own regu- 
lations 23 cents on that one issue alone, without violating vour regulations? 

Mr. Aaron. Well, it seems to me the effective control we have is to use the 
judgment that the President thought we had when he appointed us, and not to do 
things which we would regard as clearly unstabilizing 


* * * * * * * 
Mr. Forsyrue. Now, if I understand what you have just read, the Board’s 
limit on fringe issues under 13 will be the area or industry practice. In a case 


such as the steel case that may go as high as 20-some cents on the one issue of pay 
for Saturday and Sunday alone 

Mr. Aaron. You are talking obviously of a purely hypothetical situation 

Mr. Forsytrue. I am talking of what you ean grant under the Board’s regula- 
tions without breaking the regulations, and I believe vou said vou could have 
granted that much without breaking the regulation; is that not right? 

Mr. Aaron. Well, vou asked me what the hypothetical limits of our authority 
were, and I would give you that answer; ves 

Mr. ForsyrHe. You could have done that, and the only reason vou do not 
give that is because the Board in their judgment feels that that is not a proper 
amount to be given? 

Mr. Aaron. Yes 

Mr. Forsyrur. Now, we have touched on the pay for Saturday and Sund: 
work, and now what were some of the other fringe benefits and how much could 
you have granted under them? 

Mr. Aaron. Well, the union wanted a shift differential of 10 cents for the 
second shift, and 15 eents for the third shift, neither of ~which is uncommon in 
American industry in certain areas. We granted only 6 cents for the second shift 


i 


and 9 cents for the third, and the full cost of the union’s demand in terms of cents 
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per hour as estimated by the companies would have bee: 


of our recommendation bv their ¢ timate Was onl 1.2 cents 
Mr. Forsyrue. And vou feel, however, that without violating egula 
vou could have given the full union demand in that case on the basis of 1 


industries having a 1O0- and 15-cent differential? 
Mr. Aaron. Wel 

hore carefully 
Mr. ForsytHe. Well, Tam not limiting vou 


ll, L say it is possible lw ! ant ft hye 


Mr. Aaron. It was never seriously considered that would « 

Mir. Forsyrue. My questions are obvir g g What can t Boa 
Without violating their regulations, and | am A 
eent or half a cent The ye Int Is, Vou Could a u en more that i 
that? 


Mr. Aaron. Yes, indeed 

Mr. Forsyrue. Without violating the regulat 

Mr. Aaron. That is quite true 

Mr. ForsyrHe. What about the other fringe issues? 

Mr. Aaron. Holidavs, the union wanted eight paid holidays to be paid at the 
; 


rate of 2's times the regular rate, if worke« hat ild ha in to about 6.13 
cents. As vou know, we recommended only six paid holidays, and double time 
when worked, which came to only 3.3 cents I think it is conceivable that we 
might have gone higher. , 

+ ' ni 


Mr. Forsyrue. On the last two issues that we have discussed, the holidays and 
vacations, | wonder if we could get clear on the record whether you have a feeli 
definitely that vou could have gone above it | think vour answer was not very 
clear. You said that you might have, or something of that sort. If vou want to 
qualify it, qualify it, but explain why you have doubts it could go above or you 
think it could have been whatever your answer should be 

Mr. Aaron. I think we probably, just looking at some figures that prevail 
generally in the other major industries, we probably would not have gone above 
six holidays, and I think that there is some room for question whether we might 
not conceivably have gone to two and one-half times the regular rate for holidays 


» 


worked instead of just double time. There is that possibility. What is involved 
is really making a careful survey of existing practices, and all | know is that what 
we did recommend was certainly either not up to or certainly not beyond prevail 
ing practice in major industries. Of that I am certain. 

Mr. Forsytuk. That covers the fringe issues, does it not? 

Mr. Aaron. I think so. 

Mr. Forsyruet. Was there anything given for job increments as sucl 

Mr. Aaron. Well, we took that question into account in considering the amount 
of the general wage increase, and left it to the parties themselves to decide whether 
or not they would use any of that general wage increase for the purpose of increas 
ing the increments between the job grades 

Mr. Forsyruk. But the job increments was not a separate figure from the 
general money recommendations? 

Mr. Aaron. No, sir. 

While the Board’s function is to set upper limits on compensation 
adjustments, its policies and particularly its self-administering regula- 
tions have a strong tendency to also become lower limits. Regulations 
set up by the Board on a self-administering basis have been accepted 
by labor as providing the bare minimum which it is entitled to as a 
matter of fairness and justice. Many unions take the attitude that 
they automatically should be entitled to the full amount permissible 
without any argument and without making any concessions on their 
part. Thus, the Board’s regulations generally have had a strong 
magnetic, or target, effect. The very existence of a distinction 
between what can be done by prior approval and what can be done 
with only Board approval leads to this result 

In cases coming to the Board the labor members have taken the 
position that anything agreed to by the parties should be approved 
regardless of the regulations. And one public member, Mr. Aaron, 
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has taken the position that in cases coming to the Board at least the 
full amount permissible under the regulations should be recommended, 
as revealed in the following excerpt from the hearings: 


Mr. Forsyrue. You were discussing the Curtiss-Wright case. 
Mr. Aaron. Yes, that is right. And I don’t recall my remarks, but I think 
the general tenor of them was pretty much as I have said now. 
Mr. Forsyrue. Well, I think, just to refresh your memory, I will read what 
you said. 
On page 57 of the record of March 10, before the Wage Stabilization Board, 
1—and this is lifting it out of context, but I don’t think it is doing any 


damage, because I don’t want to read the whole thi 


Vou sar 


I cannot conceive of the major kind of dispute case that we get before us in 
which I would regard it fair and equitable for the panel to recommend less for the 
parties that have parties coming to them under the cost-of-living adjustment, 
because it seems to me the basic principle in fairness and equity is that the workers 
be able to retain the real value of their wages.”’ 

Mr. Aaron. I subseribe to that, and I think that is what I said 
Mr. Forsytue. And then later, on page 59, the same day, you were discussing 
the problem with Mr. Denise, and you said: 

I said in any dispute case of the magnitude of the kind that comes here I 
could not conceive of a panel recommending less than what the parties had 

ming to them under regulations 6 and 8.” 


Mr. Aaron. That is right. I reaffirm that. 


Also pertinent to this point are the following excerpts taken from 
the testimony of Mr. Doherty: 


\ liberal wage stabilization format encourages substantial wage and benefit 


improvements. Thus, by way of example, WSB rules and regulations have been 
universally accepted, by unions and workers, as indicating minimum available 
floors. ‘‘Under WSB regulations we are entitled to get at least X cents per hour 


plus these fringe benefits” is a common concept 
x , + ' ‘ ‘ ' 

Thus, every dispute settlement, above Board regulations, renders such regula- 
ions impotent; it confers benefits upon those who refuse to live within the stabili- 
zation rules of the Board; it serves notice to other unions that they stand to gain 
greater wage and fringe increases by resorting to a strategy of dispute.  Further- 
more, recommendations tailored to settle a dispute at terms beyond Board 
ceilings make it impracticable for the Board to be any less lenient toward petitions, 
arising out of negotiated agreements, which are themselves beyond the allowable 
limits of WSB rules. 

When the Board undertook the settlement of disputes it broke the dike of 


stabilization. It also undermined the colleetive-bargaining process of the Nation. 
It, moreover, generated a process which was substantially more adaptable and 
favorable to industrial unionism than to trade or craft unionism. It furthered 


the pattern of industry-wide bargaining and the techniques of industry-wide 


* 


It is entirely possible that the line of stabilization defense would have broken 
inder the growing pressure for relaxation in Board rules or under the cumulative 
impact of petitions well beyond the regulations. However, the settlement of the 
copper dispute cases did make the then prevailing rules a bit ludicrous. Once 
this kind of treatment was accorded in a dispute it beeame evident that tight 
handling of petitions would minimize the chances of peacefully coneluded nego- 
iations in major industries. 

This—and other disputes—focuses attention on the incompatible funetions of 
stabilization and dispute settlement. 





Facing a major strike, covering a company or industry of importance to the 
national economy and welfare, the WSB finds itself squarely facing two 
alternatives. 


One of these is to apply existing regulations and insist that the parties sub- 
merge their differences according to this interpretation of policy. The one 
intrinsic flaw with this approach is that every dispute coming to the Board 
involves above-ceiling demands. 

Insistence that the dispute be settled within the strict limits of existing regu- 
lations of the WSB is practically academic as a means of terminating the strike. 
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Had the union accepted these terms, in the first place, undoubtedly ther 


have been no strike. Should the Board stick to its wage policy there proba 
would not be acceptance by the union, and, as a result, no settlement of 
dispute. 
as 

Another inherent inconsistency is that the process of wage stabil 
with disputes settlement, tends either to stimulate greater increase 
than otherwise would ensue or it promotes more strikes than otherwis 
oceur 

Mr. ForsyTuHe. You say that is the problem vou inevitably are going to ze 
When you mix stabilization with disputes settlemt f tions? 

Mr. Donertry. I don’t see how vou can avoid it \s | said this mor! o, 
think it is aeademie to think that a major strike we { come before this agenev or 
other disputes agency within the clear permissil imits of the 1 tla 

I think that your normal bargaining table ld operate there, and there would 
be a strike Therefore, to me it is almost acad i lis} 
would not involve d mands above the ceilir i ther T eles t ui the nat a 
tendency is inevitably to think in terme of ( ury ’ ( ervativel 
necessary, above the ceiling, in order to bring a ui 

ee Recommendations by the Board i? dispute S CASES have hee } M7 ade 
without consideration of their effect Oh prices and have thereby COnM- 


tributed to the fai ‘lure of the stabilization program to hold the line agai) ft 
inflation. 


It seems to the committee to be elementary that wages and pri es 
are so related as to require full consideration of the effect of the action 
of one on the other if any anti-inflation stabilization is to prevail 
Board decisions and policies have been made solely on wage facts and 
without knowledge or information as to their effect upon prices 
Such a procedure makes it utterly impossible to develop and meintain 
adequate national price-wage stabilization. It has been official polies 
for the W age Stabilization Board to decide wage matters on their own 
equities without reference to price problems. Price problems are in 
another agency which is left to deal with the consequences of wage 
policies and not to participate in their formulation. To put it 
briefly, price controls are imposed by government; wage controls ar 
bargained out by government with the interested parties. 

Board recommendations in disputes cases indicate clearly that 

wage increases can be recommended in disputes cases without thi 
necessity of being justified on any of the specifie bases normally 
employed by the Board in processing voluntary eases. It also indi- 
cates that increases in excess of established polici les May be forth- 
caine: Hence the Board is making it more immediately edvan- 
tageous for a union to come to Washington with a dispute than settle 
it back home. 

The following testimony by Mr. Doherty is pertinent to this aspect 
of wage stabilization: 


ce 

Another incongruous phase of Board stabilizat pre | i eel 
are made on labor cost increases without any consideration bei viven to the 
consequent effect on production costs and consumer price In fact, the Board 
normally never has, or never uses, any such cost-price information arriving at 
major decisions on “above-ceiling’’ petitions or disputes 

Decisions concerning wage and labor cost inereases are ade in @ vacuum as 
though they were isolated affairs in our economie svstem What eventually 
happens to these added costs seems to be of no econeern to the Board Mavhbe 
they will be translated into higher consumer prices; naybe they will put a squeez 
on profit margins; may be they will affect some companies, in an industry, to a far 
greater extent than other companies Once made, the labor cost decisions of 


the WSB are a matter for management to coneern itself with as best it can Cor 
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sequently, stabilization policy and practice tends to tie direct wage changes to 
cost-of-living increases but, under present economic controls, there is no semblance 
of establishing price changes to labor cost changes. 

Wages and prices are two blades of the inflationary scissors. The action of one 
relates to and affects the action of the other. WSB and OPS have their separate 
areas of functioning, but both should be related if anti-inflation stabilization is to 
prevail. If Board decisions and policies are made solely on wage facts, and with- 
ut full knowledge and information as to the effect of these policies and decisions 
upon prices, there cannot be adequate national wage-price stabilization. The 
coordination of these two spheres—wage costs and prices—is vested with the 
Office of Economie Stabilization. Therefore, it seems logical that Board regula- 
tions and major decisions should require prior approval of the Economic Stabilizer 
before becoming effective. The WSB should not have autonomous rights to aet 
in the area of national stabilization designed for th» goo 1 of all the people of the 
Nation. 

* * * * * a . 


Mr. Donerry. In the Farmers Exchange case, there was a petition submitted 
to the Board. It happened to be chronologically the first petition. I think we 
were all well aware of the fact that, acting on that petition, we would set a 
pattern which, it was hoped, would then be followed by the companies and unions 
in dispute, and eventuaily result in the settlement of the dispute throughout the 
the oil industry. 

I think unquestionably it not only set a precedent but did lay, as history has 
proven over the past few weeks, a basic pattern of settlement 

Mr. GREENWOoOop. And also a pattern for price increase; is that right? 

Mr. Donerty. You see, Congressman, I can’t answer that question, because 
I go back to what I have said before. To me one of the incongruities of the Board 
is that we never have any price and cost information in front of us. We just do 
not seem to care about it. 

Now, in the oil case, as a perfect example: To the best of my knowledge we never 
marshaled any information to prove whether or not that would result in a price 
increase or not, whether it would increase the cost 5 cents or 3 cents or $5 a gallon 
If we have individual opinions, it is merely an individual opinion, but certainly 
it was not information put on the table for consideration. 


Regarding the application of regulations and holding the line against 
inflation the following excerpt from the hearings is significant: 


Chairman Barpen. How did you make any contributions toward holding the 
line and stopping inflation, by giving 5 cents more than your regulations provided 
for’ 

Mr Aaron. Well, Mr. Chairman, the only way I can explain that is to tell 
you that this regulation which says that the parties can have 10 cents, says they 
can have that without ever coming to the Board to have the Board look into any 
other equities which may exist. Thousands and thousands of parties 

Chairman BarpEN. Why have you not had 80,000 applications instead of just 
40,000, then? 

Mr Aaron. I don’t know. 

Chairman Barpen. That is just putting a premium on coming to Santa Claus. 

Mr. Aaron. Well, we have denied and modified a good many, Mr. Chairman. 
We haven't always approved the applications just because the parties submitted 
them. We have turned a number of them down and statistics are in the record, 
and we have also — a great many more. We did that in the oil case, Mr. 
Chairman, because the agreement we acted on requested 18 cents and we didn’t 
approve 18 cents. 

Chairman BarpeN. You mean that the regulation you had in there was a regu- 
lation to control voluntary action by the parties, but no regulation controls you 
gentlemen? 

Mr. Aaron. Well 

Chairman Barpen. You did not write regulations to control vourself, and you 
do not like controls, do you? 

Mr. Aaron. Mr. Chairman, vou have it. I do not like controls one little bit. 


With respect to the importance of the relationship of wages and 
prices in a control program, it seems clear to the committee that all 
wage policies and regulations should be carefully considered in relation 
to their effect on prices and coordinate with price regulations prior to 
their approval. In the present stabilization program that study and 
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coordination seems clearly to be the function and responsibility of th: 
Economic Stabilization Administrator. Obviously that correlation 
and coordination has not. been carried out. Undoubtedly the handling 
of disputes by the Board has been a major reason for this failure 
although there have, of course, been others. 

During the course of the hearings, the Chairman of the Wage 
Stabilization Board, Mr. Feinsinger, presented certain data which he 
said proves the effectiveness of the wage stabilization program 
Included in this material was the following table which appears to 
support his contention: 


TABLI \ Percent change ih adjyusted average how earning and BLS Consut ers” 
P e Index (between stated base date nd Fet 198 


/ 


Post freez 
January 195] February 1952 
February 1951-February 194 
Pre- Korea, prefreeze 


January 1950-January 1951 } KS 7 
January 1050-February 19 : m5 1. 4 
Post-Korea, prefreeze: 
June 1950-Januaryv 1951 ‘ ‘ ‘ 
June 1950-February 1951 ae | xO 
Entire peri January 1950-Februs 1952 13.0 12.8 | ? 
Korea to date: June 1950-February 1952 5 0. 0.4 
Adjusted average hourly earnings of productior 
1950 represent gre ‘ e hourly earnings excludir 
employment after January 1950 
Since the figures are available only for Jan. 1 nd Feb. 14 
established hetw e 2 dates (i. ¢., Jan. 25, 1951), both dates are she the ? ng of the trol 
period 
Source: Wave Stabilization Board, Office of Eeonomic Analy Apr. 20 


Any consideration of this information, however, should be given 
with the following facts in mind: 

The principal reason why hourly earnings rose less rapidly during 
the 12 months following January 26, 1951, is because most employers 
and major unions had hurried to complete the fifth postwar round of 
wage-rate increases prior to the imposition of wage controls. The 
bulk of the major increases took place in the last few months of 1950 
(including the steel increase of 16 cents per hour) and, therefore, it 
was only natural that there should be a lull in wage-rate increases 
during the months following the institution of wage controls on Janu- 
arv 26, 1951. 

It was obvious to everyone that the first major test of wage stabili- 
zation would oceur when the industry-wide unions would present 
demands near the end of 1951 fora sixth post-World War [I round of 
wage-rate increases. The demands of the Steelworkers’ Union were 
expected to set the pace and most of the other unions have held back 
until the steel settlement is made. How well the Board has met the 
first major test of its stabilization program is indicated by the fact 
that it has recommended a package which would cost the steel eom- 
panies approximately 30 eents per hour and would, if granted, en- 
courage similar demands to be made on other industries 
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While the wage stabilization program thus far probably has had 
some restraining effect upon the rate of increase in average hourly 
arnings, there have been other similar lulls following major rounds"of 
increases, even when controls were not present. Thus, the third 
postwar round of wage increases was made principally during the 
6-month period prior to September 1948, during which pe riod average 
hourly earnings of emplovees in manufac turing rose 7.9 cents; and 
during an next succeeding 12 months the earnings of wack employees 
increased only 1.8 cents per hour. 

The extent to which there has been a greater increase in wages 
than in prices is shown in the following charts which were made by the 
Bureau of Labor Statistics, United States Department of Labor. one 
covering a period from January 1950 to the present and the othe 
covering the period from 1939 to the present. 
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RECOMMENDATION 


In view of the foregoing conclusions, the Committee on Ed 


qaucation 
and Labor recommends that the Wage Stabilization Board be 
abolished. 








MINORITY REPORT 


We disagree with the majority contention that the Wage Stabiliza- 
tion Board in recommending a union shop in the Steel case, the Boeing 
Airplane Company case, and the Douglas Aircraft Company case 
failed to respect the national labor policy as set forth in the Labor- 
Management Relations Act. It is our opinion that this conclusion on 
the part of the majority, m effect, accuses the Board of violating the 
Labor-Management Relations Act, 1947, in making this reeommenda- 
tion. It is our position that the Board’s action either violated the 
Labor-Management Relations Act, or it did not violate it, and we 
believe that the Board’s action was not a violation. 
Under section 8 (a) (3) of the Labor-Management Relations Act the 
union shop is clearly a bargaimable issue which may be legally adopted. 
The union shop was an issue in these cases. The most which may be 
said about the Board’s action is that it used poor judgment and that 
had it returned the union shop question for further bargaining wich- 
out recommendations the issue may well have been resolved. 
The testimony of Mobilization Director Charles E. Wilson was to 
the affect that the Wage Stabilization Board on the whole had done 
reasonably well and had “met this very difficult situation reasonably 
well.” We believe that the Board has done a creditable job, the Steel 
ease being the only exception. We feel that the Board should not be 
condemned on this one issue. If we were to direct criticism against 
the Board’s policies it would be to criticize the Keonomic Stabilization 
Director for failure to keep a closer liaison between the Wage Board 
and the Price Board so as to vuarantee a proper ceilmg on both wages 
and prices. 
We also believe that the wage stabilization program should be 
administered by a board tripartite in nature. We believe that it is 
proper to require Senate confirmation of the public members but we 
do not believe that Senate confirmation of labor and industry members 
should be required We believe that a tripartite board is HeEecessary 
because it maintains a measure of collective bargaining procedures 
in dispute issues. 
In conclusion, we believe that the Board has not violated or failed 
to respect the national labor policy as expressed in the Labor-Manage- 
ment Relations Act, the Defense Production Act, and other applicable 
laws with regard to collective bargaining and the settlement of labor- 
management disputes including but not limited to disputes with 
respect to the union shop nor has it adopted policies or made decisions 
or recommendations inconsistent with the intent of Congress with 
respect to stabilization and in contravention of the public interest. 
AuGustINE B. KELLEY 
Joun F. KenNepy. 
CLEVELAND M. BaliLey 
LEONARD IRVING. 
Cart D. Perkins. 
Cuarutes R. Hower 
Roy W. Wier. 
ErNest GREENWOOD 
Cart Exvuiorr. 
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2d Session } 





DISPOSITION OF SUNDRY PAPERS 
JUNE 18, 1952.—Orders 
Mr. Garmatz, from the Joint Committee on the Dis) 
Executive Papers subm ollovw 
>» ’ } > 
I I PO h i 
ursuant to the act approved July 7, 1943 (57 Stat. 380), a I 
fy pI July 7, 194 
approved July 6, 1942 > 
The joint select committee Ol the Serarte na Ho ise Of he ( 
tives, appointed on the part of the Senate and House of Represet 
tives and acting in compliance with the provisions of the ac ypre 
July 7, 1943 (57 Stat. 3S0 as amended bv the act proved uly 
1945 (59 Stat. 434). respectfullv report othe Senat Hous 
Representatives that it has received and examined the port 
Archivist of thre { nited States NO 52-23 Luted Ju 2. te 
Kichtv-second C‘ongress, sSeK ond SESSLOT ibn ittine thy HOW] | 
or schedules coverine records propos ! ISDOS (; 
ment agencies indicated 
| 
Jol 

iI ’ 

I] \ i ( 

II-NNA ny \ 

I] \ 

I] NA 

Your committee reports that the records propos for disposal in 

said lists or schedules reported yy the \; hivist of the | a ed St 
do not, or will not after the lapse of the perio en L, have suffi 
administrative, legal, research, or oth ilue to rrant then 
tinued pre servation by the Government na ‘ mend tha thre 


Report 
No. 2191 








DISPOSITION OF SUNDRY PAPERS 





disposal be accomplished subject to the proviso of section 6 and the 


provisions of section 9 of the afore-mentioned act, as amended 
Respectfully submitted to the Senate and House of Representatives 
Epwarp A. Garmatrz, Chairman, 
C. W. Bisuopr, 
Me mobe rs on the Part of thie Hlouse. 
Ourn D. JoHNsTON, 
Wittiam LANGER, 
Me mbers On the Part oF the Sé nate. 
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AMENDMENT OF SECTION 3268 (a) OF 1 
REVENUE CODE AS IT RELATES TO RECREATIONAL 
FACILITIES FOR MEMBERS OF THE A 


J IS, 1952. Co rite ) ( \\ UY en 
State of the | ad = 


Mr. DovGuron, from the Committee on Ways and Means, 2 


’ 
submitted thie LOLLOW II 


The Committee on Ways and \leans to whom was 1 i the b 


(H. R. 5734) to amend section 3268 of the Internal Revenue Code so 


as to exempt certain recreational facilities from the tax preseribe 
therein, havine considered thre Sibiive | ( i ‘ ’ 
an amendment and recommend that the b as end 

The amendment is as follows 

Page 1, line 3, after “That section 3268 nsert “of [nite 
Reve nue Code” 

GENI AL STA I 

This bill would amend section 3268 of tl nternal Revenue Cod 
so as to exempt from the occupational! tax bowling allevs and b 
or pool tables where such allevs or tables are sed exclusive by men 


bers of the Armed Forces on anv property owned, reserved, or used. | 


or otherwise acquired for the use of, the United States if no charge ts 
made for their use. The o« cupational tax 1s $20 per vear ior eacl 
bowling allev, billiard table or pool table 

In the usual case these allevs and tables are operated from profits 
derived from ships service stores and post exch: nees sucl pro ts 
are devoted to recreational programs for members of the armed serv- 
ices and the occupat mal tax t due th nds available mr these 


purposes. 

This legislation was requested by the Department of Defens \ 
letter received from Hon. Daniel K. Edward Assistant Se ‘ Ol 
Defense, dated December 26, 1951, to Hon. S Ravbur Speaker 








AMEND SECTION 3268(A) OF INTERNAL REVENUE CODE 


of the House of Representatives, enclosing a draft of this legislation, 
stated: 

The imposition of this tax imposes a hardship on the military departments in 
connection with their recreational programs as generally no charge is, or should 
be, made for the use of recreational facilities of these types. In the case of re- 
training command activities, the provision of an adequate recreational program 
is considered essential for morale, vet no charge can be made for the use of recrea- 
tional facilities by those confined in a nonpay status. 

Your committee is advised that there would be no appreciable loss 
of revenue if this bill should be enacted. 

The bill was reported unanimously by your committee. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XII] of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman 


SECTION 3268 (a) OF THE INTERNAL REVENUE Cops 


Sec. 3268. TAX ON BOWLING ALLEYS, AND BILLIARD AND POOL TABLES 


a) Rate——Every person who operates a bowling alley, billiard room, or pool 
room shall pay a special tax of $10 per vear! for each bowling alley, billiard 
table, or pool table. Every building or place where bowls are thrown or where 
games of billiards or pool are played, exeept in private homes, shall be regarded 
as a bowling alley, billiard room, or pool room, respectively No tax shall be 
imposed under this section with respect to a billiard table or pool table in a 
hospital if no charge is made for the use of such table The tar imposed under 
this section sha not apply for any peri rd he yinning uffer June 0, 1952, with re spect 
fo any bou lina alley, hj urd ta le. or pool fapole maintained erctusiveiy 107 the ise of 
members of the Armed Forces on any prope fy owne 1. res rved, or used hy, 0 ither- 

acquired for the use of, the United States if no charge is made for their use 

s I q f I I R 1’ CO \ I 
| i ppl il ( i I $20 7 & e i ‘ SIM ied n 
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PROVIDING THAT THE EXISTING PROJECT OR A AVIGAT 
CHANNEL ON THE GUADALUPE RIVE] wBA., BE INCOI 
WITH AND MADE A PART OF THE PROJECT FOR TH 
COASTAL WATERWAY 


\Ir. Larcapbr, from t C‘ommittee on Pub Wok submit @d 


OLOW LI aa <= 
REPORT 
= 2 

The Committee on Public Wo o Whom is rele 

e. 6812 LO provide that the existu ropes Ol! \ mn Ol 
Guadalupe River, Tex., be incorporate: ( 
project for the Gulf Intracoastal Wat CO 
same, report favorably thers : 
that the bill ado Pass 
t& The amendments are as follows 
™ Page 1, line 4, after the word ‘] 
River and Harbor Act approved Marel F 

Amend the title to read 
A bil »proy 1 at 

River ‘exa i rT 

Gulf Intracoastal Wa 

Guadalupe River has its source u ( ) 
mately 32 miles south of Junction, Tex. : flow ha south 
tion a distance of about 458 miles and empties into the head of = 
Antonio Bay, 60 miles northeast of Corp Christi ane 
southwest ol CGalve ston 

The existing plan of INnprovement proy ) 
9 feet deep and 100 feet wide extendim rbout 4¢6 > mite a>! ( 
Intracoastal Waterwav by wav of Seadrift to a pomt on | ( 
lupe River 3 miles above Victoria, Te Phe proy Vi 
\ thre Rive and Harbor Let approved \I en 2, 1948 

Under the provisions of H. R. 681] | ( t r pro 
tion on the Guadalupe River would be int ated witl 








Za NAVIGATION CHANNEL ON THE GUADALUPE RIVER, TEX. 






part ol th project for the Gulf Intracoastal Waterway Guadalup 


lupe River ts actually 
coastal Waterway whic 
Mexican border 


Similar channels in other Texas rivers, such as the Colora 


i tributary or feeder channel of the Intra- 
1 extends from Apalachee Bay, Fla. to the 


< 
' 
i 


Arro o ¢ olorado have heretotore been meorporated 


part Ol th Crulf Intracoastal Wate rwav proj 

representative Clar! \W Thom son of Texas, a sponsor of the 
appeared before the committee Lo expla n that when the Gua i I) 
Rivet havigation channel was authorized the enacti J li Csi nd 
not designate it as a part of the Gulf Intraco: Waterwa Hle to 
the committee that enactment of H. R. 6812 is desirable to avoid t] 
contusion brought about beca Ise Ol th s separate designatio 

The bill does no involve the expend ure Oo] Federal i ic 

The Department of the Army has no object to th oO! 


H.R. 6812 subject to the amendments which have been adopted by tl 





i 
committe as set forth below: 
1) \ 
i. } 1) ¢ 

H ( i A. Buct y 
; ( man, Cor - Vork 
E House of Re} enta 
E 1) t \I i> t bY Refe ce I TOL S 

Depar ‘ e Arn wi resp o H. R. 6812. I f ( 4 

» provide ‘ sting p ( r navigation « Gua 

1eX., D corporated w and made a part of the pr ( ) " j : : 

Wate i 

The ] rtm of the Army has c lered iboy ed | 
rpose « stated in the ti 
E | ~ | ect or Cradalune River mT i fo 1 , ‘ al 
und 100 fe vide extendi 15.5 miles fro eG [ i Wa 

A bv wa f Seadrift. l'ex.. to a point on the river 3 mi above Victoria "] 
: project is authorized by the River and Harbor Act approved March 2, 1945 
i Che item authorizing the navigation channel a buthori construction of the 

Canvo Reservoir considerably farther upstre: re vO ‘ i it b 





f 


no ohiection to the enactment. of H. R 6812. subiect 


the following suggested changes: : 

1) Insert in line 4, after the word ‘“‘Texas,’’ the clause “‘authorized by the 
River and Harbor Act approved March 2, 1945’ 

2) Change the word “navigation” in the title to ‘‘a navigation 

The bill does not involve the expenditure of funds by the United States in 


addition to that heretofore authorized 


This report has been coordinated among the Departments and Boards of the 


and 
Department of Defense in acc ordance with procedures prescribed by the Secretar 
of Defe ‘ 
The Bureau of the Budget advises that there no objection to the tbmissio1 
‘ his repor 
srncere urs 
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AMENDING THE ARMY AND ALR FORCE VITALIZATION 
AND RETIREMENT EQUALIZATION ACT 


Junt 18, 1952.—Committed to the Committe f the Whole Housbn Bk 


State of the Union and ordered to be printed 


Mr. Rivers, from the Committee on Armed Services, submikted ¢he 


following i. te 


REPORT 
[To accompany H. R. 1222 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 1222) to amend the Army and Air Force Vitalization and Re- 
tirement Equalization Act of 1948 to provide for the crediting of 
certain service in the Army of the United States for certain members 
of the Reserve components of the Air Force of the United States, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass 

The purpose of the bill is to amend section 302 (a), Public Law 810, 
Kightieth Congress, by striking out the following language 


except that any member of a Reserve Component of the Air Force of the 1 
States shall be entitled to inelude service as a member of a Reserve Component 
of the Army of the United States performed on or prior to July 26, 1949 


Section 2 of the bill would make it effective from June 29, 1948 
which is the date Public Law 810, Eightieth Congress, was approved 

Public Law 810 provides that to qualify for retirement unde 
title IIT of the act a person must have served the last & vears of 
qualifying service as a member of a Reserve component. Other 
than the language which the bill would repeal there is no restriction 
in the law preventing a person from having served in more than one 
Reserve component and computing the total of the service in order to 
obtain the 8 vears’ qualifving service as specified by the act. In othe: 
words, an Army reservist might transfer to a Reserve component of 
the Navy and, likewise, a Navy reservist might transfer to a component 


of the Army and be able to compute the total perlod OF service Nn 
order to qualify for retirement under the act 
However, due Lo the Proviso, which the bill seeks to repeal, th 


Comptroller General has ruled that an Air Force reservist is precluded 
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from counting service performed in the Army Reserve subsequent to 
July 26, 1949 as part of the 8 years of Reserve service required by the 
subsection. Therefore, those Air Force reservists who transferred 
from the Army Reserve subsequent to July 26, 1949, are not allowed 
to count both periods of service for retirement and, consequently, an 
injustice is brought about insofar as such reservists are concerned. 

Enactment of the bill would have the effect of placing Air Force 
reservists in the same status as members of the other Reserve 
components. 

When the bill which was to become Public Law 810 was reported 
from committee, it contained a proviso which read as follows: 
‘Provided, That for the purpose of this subsection the last 8 years of qualifying 
service for retirement under this title must have been service as a member of a 
Reserve component of the service to which application is made for retirement. 

It is obvious that if this language had remained in the bill, service 
in a Reserve component of one of the armed services could not have 
been combined with service in a Reserve component of another of 
the armed services in determining whether or not an individual’s 
last 8 years of service were such as would meet the terms of the statute 
because of the qualifying words, “of the service to which application 
is made for retirement.” 

When the bill reached the House floor it was amended by excepting 
Air Force reservists who had transferred from a Reserve component 
of the Army prior to July 26, 1949. This date is the last date which 
members of the Army could automatically transfer to the Air Force 
under the provisions of the National Security Act of 1947. If the 
amendment had not been offered on the floor of the House, the bill, 
as reported by the committee, would have prevented all Air Force 
reservists who had transferred from the Army from being given credit 
for their Army service. 

After the bill had passed the House of Representatives, the Senate 
amended the main part of the proviso by striking out the words, 
“of the service to which application is made for retirement.’’ The 
purpose of the Senate amendment was to permit service in Reserve 
components of two or more of the several armed services to be com- 
bined during the last 8 years of qualifying service for the purpose of 
determining an individual’s eligibility for retired pay but for some 
reason, which is now unknown, the provision originally inserted for 
the purpose of permitting members of a Reserve component of the 
Air Force to include in their last 8 years of qualifying service service 
in the Army Reserve was not deleted. 

The House later concurred in the Senate amendment thereby 
creating the anomalous situation referred to by the Comptroller 
General, a portion of whose opinion on this question reads as follows: 

In view of the clear intent of the Congress in the matter as evidenced by the 
Senate amendment, concurred in by the House of Representatives, the only con- 
clusion which appears to be tenable is that, generally, the last 8 years of an individ- 
ial’s qualifying service may be composed of service in Reserve components of 
two or more of the several armed services. However, the provision relative to 
members of Reserve components of the Air Force may not be ignored—even 
though an anomalous situation may result from giving it effeet—and, as to such 


members, [ arn constrained by the plain words of such provision, and in the 
absence of clarifying legislation, to conclude that they may not inelude the 
service in a Reserve component of the (Army performed after July 29, 1949, for the 
purpose of determining whether their last 8 years of service are the type of service 


contemplated by the statute. 
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« 


Inasmuch as this is remedial legislation, there would be no direct 
cost to the Government by reason of enactment of the bill. Sines 
was the intent of Congress to allow all reservists to compute service 
more than one Reserve component, the bill merely places Air Fors 
reservists, who have transferred, or may hereafter transfer, from an 
Army component, in the same position as members of other Reserve 
components and presumably in the same position that the Congress 
intended for them when Public Law 810, Eightieth Congress was 
enacted into law. 

This bill is a proposal of the Department of Defense and has been 
approved by the Bureau of the Budget as is indicated bv the following 
letter: 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., January 5, 19 
Hon. Sam RayYBURN, 
Speaker of the House of Representatives. 

My Dear Mr. Speaker: There is forwarded herewith a draft of legislatiot 
amend section 302 (a) of the Army and Air Force Vitalization and Retiren 
Equalization Act of 1948. 

This proposal is a part of the Department of Defense legislative program for 
1951 and it has been approved by the Bureau of the Budget Che Department 
of Defense recommends that it be enacted by the Congress. 

Purpose of the legislation.—The purpose of the proposed legislation is to over 
come a ruling by the Comptroller General which excludes service in a Reserve 
component of the Army performed after July 26, 1949, as part of the last 8 years 
of qualifying service, for Air Force reserves applying for retirement under the 
Army and Air Force Vitalization and Retirement Equalization Act of 1948 
Although the decisions of the Comptroller General (B-83703, 28 Compt. Gen 
655, May 20, 1949; B-83703, June 28, 1950) recognize that the Congress intended 
to permit service in Reserve components of two or more of the Armed Forces to 
be combined during the last 8 vears of qualifying service for the purpose of 
determining the individual’s eligibility for retired pay, the Comptroller General 
states that he is constrained to exclude Army service after July 26, 1949, for 
Air Force reserves in the absence of clarifying legislation. The proposed legisla- 
tion would provide that all of the first proviso of section 302 (a) of the Army and 
Air Force Vitalization and Retirement Equalization Act of 1948 after the word 
“component” be deleted. This legislation would permit Air Force reserves to 
qualify for retirement under that act in the same manner as reserves of the Arm) 
and Navy. 

Legislative references—There has been no related legislation in the Eighty- 
first Congress. 

Cost and budget data.—It is not possible to estimate the potential cost of the 
enactment of this remedial legislation at this time 

Department of Defense action agency.—The Department of the Air Force | 
been designated as the representative of the Department of Defense for this 
legislation. 

Sincerely yours, 


CHANGES IN EXISTING LAW 


In comphance with clause 2a of rule NIL of the Rules of the 
House of Representatives, there is herewith printed tn parallel colummuis 
the text of provisions of existing laws which would be repealed or 


1] 


amended by the various provisions of the bill 





ExisTinGc LAw 





PUBLIK LAW &10, EIGHTIETH CONGRESS 
(62 STAT. 1087) 
SKE 302 a * " " Provided, 


That for the purposes of this section the 
last eight years of qualifying service for 


retirement under this title must have 
been service as a member of a reserve 
component except that any member of 
a reserve component of the Air Force 
of the United States shall be entitled 
to include service as a member of a 


reserve component of the Army of the 
United States performed on or prior to 
July 26,1949 * * * 
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Tue Bint 


That the first proviso of section 302 (a 
of the Army and Air Force Vitalization 
and Retirement Equalization Act of 
1948 (62 Stat. 1087) is hereby amended 
by striking out the following: ‘‘ xcept 
that any member of a reserve component 
of the Air Force of the United States 
shall be entitled to include service as a 
member of a reserve component of the 
Army of the United States performed 
on or prior to July 26, 1949” 

This Act 


from June 29, 1948 


Sec. 2. shall be effective 
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2d Session \ ' No. 2195 


LOAN OF CERTAIN NAVAL VESSELS TO GOVERNMENT 
OF JAPAN 


JUNE 18, 1952 Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed =~ 


r\ 


a " 
Mr. Vinson, from the Committee on Armed Services, submitted the 


following 


REPORT 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 8222) to authorize the loan of certain naval patrol-tvpe vess« Is 
to the Government of Japan, having consi lered thr sume, report 
favorably thereon without amendment and recommend that the 


bill do pass 


The purpose of the bill is to authorize the President to lend to the 
Government of Japan not to exceed 18 patrol frigates and 50 lan 
craft suitable for patrol purposes, for an initial period of 4 
upon request of the Government of Japan, for an additional period 
5 vears. The bill requires that, prior to the delivery of th 
agreement be concluded with the Government of Japan wit 
to the loan of the vessels which would ( ® DrOVIsior 
of the vessels t! subst ith al , the say ) Lo} 

The patrol frigate (PF), standard pin 
landing ship, support, large (LSSL.), light displacement 250 tons 
the two classes of vessels available for this lo Phe 
not designed to ear uph 
for close-in Hire SUppoli ( ( Ol 7s) ana to ) | 
island barge tral i] 
type vessels 

The Governm«: of J Fr ha 
States Governme) 
landing ships support lare. es Dio 
as the nucleus of coastal 
guard functions I ( Ls 


presi t nevi its | quire! ts 
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for advances made to them but will merely allow these departments of 
the Government, making such advances, to write off noncollectible 
items and thus be able to balance the department books. Prior to 
this legislation, this has been done, from time to time, in appropria- 
tions bills but it is believed that a standard procedure, such as out- 
lined in section | of the bill, should be established. The Comptroller 
General has reported approval of this method. 

Section 2 of the bill will relieve the De ‘partment of the Nav \ of its 
obligation to replace binoculars which were loaned to the Navy 
during World War II. The bill establishes a terminal date, December 
31, 1952, after which the United States would have no obligation to 
return, replace, or pay for binoculars for which a claim is made. The 
Department of the Navy has made peer effort to contact those 
people who loaned binoculars to the Navy Department during the 
last war. Now, approximately 7 years after the war, there are ap- 
proximately 30 sets of binoculars which cannot be returned to the 
owners thereof because they cannot be located. At the present time, 
it is a continuing administrative burden to continue to keep the 
binoculars on hand, and to continue to attempt to locate the owners 
thereof, and the Navy Department is of the opinion that some term- 
inal date should be established. The committee recommends the 
date set forth in the bill. 

Section 3 of the bill provides authority for the Navy to sell fuel 
and other supplies to merchant ships in ports where such fuel and 
supplies cannot be procured from private sources. The bill provides 
that only such emergency supplies and fuel can be sold so as to allow 
the vessels in distress to proceed to the next port where fuel and 
other supplies can be locally procured. 

The ie are several ports where military installations exist, but no 
private facilities are maintained to supply merchant vessels. There 
is no sateen in present law for the Navy to sell fuel or supplies to 
vessels in distress and this section of the bill will supply this authority. 

Section 4 of the bill, under such regulations as the President may 
prescribe, makes appropriations charegable for payment of reim- 
bursement of general average contributions in connection with the 
transporting of Dage age and household goods of military or civilian 
personnel of the Government. Under existing laws and regulations, 
household effects of personnel of the Army, Ni avy, and Air Force are 
transported by ese yi oe under change-of-station orders 
either by commercial or Government means. The means by which 
shipment is made is determined by the military departments and not 


by the individual. If the shi ip) ments are made in Government vessels 
and losses are incurred, the Secretaries of the military departments 
are authorized to settle date ol oo s, destruction, capture, or aban- 
donment of personal property which may have been lost at sea 

On the other hand if house] old elects are lost w he Nn shipped hy 
commercial vessels and an expenditure of a general average nature is 
incurred, the individual must stand the loss, notwithstanding the fact 
that iY had ho choice il} whi hh Tye thod OF tral Ortation would be 
used. The Comptroller General has disallowed Government expend 
Lure Ol reneral average costs as transportation expenses when the cost 
ol general average were neurre | when shippip Inn com unr 
vessel, The COUrLS hen e ruled b\ Wavy Of dietun that thie Grover) 
ment should hy liable ior this cost but the Com troller (seneral h 
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ruled that in the absence of statutory authority. such 
cannot be made. 

The language in section 4, which follows recommendations of the 
Comptroller General, would authorize reimbursement for payment of 
ceneral average contributions but not in those cases where the } 
(a) is allowed under any law or regulation a commutation in Ji rf 
the actual transportation expenses, or 6) has himself selected the 
means of shipment. Furthermore, no appropriation would be avail 
able for the payment or reimbursement of general average contrib 
tions required in connection with and applicable to q 


payments 


baggage and household goods and effects in excess of quan ~ 
authorized to be transported by law or regulation pursuant to law 
Seetions 1, 2, and 3 will entail no cost to the Government Section 
F ] t t rl’ ‘ ; 
t of the bill would entail some cost Che Department of Det 
estimates that thre cost for the thre piihital Si] ce WOLLLE 
‘? i . . r ] ! ‘ 
imately $50,000 per vear. The Department of Stat 
the cost in its behalf would be approximat 8? 000 D Q TI 
Commerce Department and the D parimMey) of Agricul 1 
that the cost would De nev] oily] leo 1S } 1). pa 
Agriculture advises that its emoplo sh had bp ) ! O} 
reneral average Con bution ! th past | - Thi B 1 ot 
the Budget advises that insofar as othe aeencres are concel 
1) ? } 
cost Would be \ ‘TN small wha co ila De wbsorbd . i 4) 
in the transportation appropriations of the department conce | 
H R. 8177 is a clean bill which supersed: H. R 228 wl fh Was 
the original legislative proposal of the Departn t of Defer The 
original proposal was coordinated b he D in t of D ‘ 
l 1 1 } 
the Bureau of the Budget with the gcovernn departme on- 
eerned who interposed no ob pectior H RR ew ontanr ay = 
\ sions recommend: dl hy thr (‘on pt Obits ( tous t | = 
rection of certain technical errors and is app! ( tl Jeopr ni { 
of Defense, as indicated by the follow rhe 
‘) 
ll ( VIN , 
( re ( | \ 
Ilo iH 
\ly D R (HATRMA \ I ( Rs 
lor Te a id ! Cc 
uariy the Arm Va \ | i Sta 
poses, has bee assigned to t - Department ~ Def 
the preparatior fa report thereon expre ‘ ( 1) 
Defense. 
This legislation if ni 
affecting the Federal Government marticiuia the A \ Na Air Fores i 
State Department and is similar » sector | ! , 
tion reconiumended to the © onere t t Depart ‘ tof Def a 
as H. R. 1228, Eightv-second (| 
Section | of the bill prov 
bursing Officers of \r Na Air | s ) 
f ha hye oTAl ( hyilr 
igainst the accou i 
rtifi i} | : ~ 
j Iw | fae) ate i oO i 
1 istic charac \ | 
lefinitel otp and i 
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amend the Fede 


} . 
and tree contere! 


to their respect 


That the sehnat 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 5990) to amend the Federal Civil Defense Act of 
1950, submit the following statement in explanation of the effect of 
the action agreed upon by the conferees and recommended in the 
accompanying conference report: 


LEGISLATION IN CONFERENCE 


The bill passed the House on May 5, 1952. It passed the Senate in 
amended form on May 12, 1952. The House disagreed with the 
Senate amendments and asked for a conference. 

The House bill provides authority for the Federal Civil Defense 
Administration to lease real estate. Heretofore, subsections 201 (e) 
and (h), Federal Civil Defense Act of 1950, have restricted the Admin- 
ministrator from acquiring any land or buildings or any interest 
therein without specific authorization of Congress. 

The Senate amended the bill by striking all after the enacting clause 
and inserting the following language: 

That, in accordance with the provisions of subsection 201 (h) of the Federal 
Civil Defense Act of 1950 (64 Stat. 1249: 50 U.S. C. App 2281), the Federal 
Civil Defense Administrator is hereby authorized to acquire by lease or license, for 
civil defense purpose Ss, not to exce ed a total of three hundred and fourteen thou- 
sand gross square feet of warehouse space situated in or near the following places: 
Sikeston, Missouri; Zanesville, Ohio; Downingtown, Pennsylvania; and Paw Paw, 


West Vir 


The Senate amendment would have granted authority to lease only 
four specific warehouses and in the future the Civil Defense Adminis- 
tration, when desirous of leasing space, would have been required to 
maintain specific congressional authority for each transaction. 

The Senate conferees agreed that the Senate language was too 
restrictive and that the House bill should prevail. The Senate recedes. 

The Senate also amended the title of the bill to conform with the 
Senate amending language. As amended by the Senate, the title 
would read: 

\ bill to authorize the Federal Civil Defense Administrator to acquire, by 
lease or license, warehouse space for civil defense purposes at Sikeston, Misso Irl; 
Zanesville, Ohio; Downingtown, Pennsylvania; and Paw Paw, West Virginia, 
respectively. 

Inasmuch as the Senate agreed to accept the House version of the 
bill, there no longer existed any necessity for a change in the title 
of the bill as it passed the House. The Senate recedes. 


Cari VINSON, 

Cart T. Duruam, 

Derwey SHorT, 
Managers on the Part of the House. 
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AMEND SECTION 457 OF INTERNAL REVENUE CODE 


exclude therefrom any amount which is payable to the Maritime 
Administration for such year as reimbursement of operating differ- 
ential subsidy. 

The de posited earnings referred to in the bill are the type referred 
to as “tax-deferred”? under the provisions of closing agreements 
executed by the subsidized lines and the Bureau of Internal Revenue. 
‘Tax-deferred” deposits do not include depreciation computed 
according to tax basis, but do include any depreciation in excess of 
tax depreciation which is deposited in the reserve funds. The term 
“earnings” does not include amounts which would be treated as 





; capital gains under the Internal Revenue Code. 
i CHANGES IN EXISTING LAW 
i 
5 In compliance with paragraph 2a of rule XIII of the — of the 
; House of Representatives, changes in existing law made by the bill, 
2 as introduced, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman 
5 SECTION 457 OF THE INTERNAL REVENUE CODE 
. SEC. 457. CORPORATIONS COMPLETING CONTRACTS OR MAKING DEPOSITS UNDER 
q MERCHANT MARINE ACT. 
the Fed eral Maritime Board certifies to the Secretary that the taxpaver 
has completed within the taxable year any contracts or subcontracts which are 
subieet to ae provisions of section 505 (b) « the Merchant Marine Act of 1936, 
as amended, then the tax imposed by this subchapter for such taxable vear shall 
be, in heu of a tax computed under section 430, a tax computed under subsection 
b) of this seetion, if, and onl if, the tax computed under subseetior D) IS Less 
4 than the tax computed under section 430 
2) ‘| he Tax comp ited unde r this subsee mon shai be the excess of 
f l A tentative tax computed under section 430 with the normal-tax net 
income increased by the amount of anv payments made, or to be made, to 
the Federal Maritime Board with respect to such contracts or subcontracts: 
over 
(2) The a int of sueh pavments 
(c) Base Periov Earnines Crepit ror Deposits Unper Mercuaint Marini 
Act, 193¢ The excess profits net income computed under section 453 (b) for an 
hase pertod yea shall be increased by the amount, lj) any, OY which 1) the tarpayer’s 
tax-deferred de posits of earnings, made in or act ed to reserve funds unde section 
6 of the Merchant Marine Act, 1934, in respect of such base p od year, exceeds 
the amount of such deposits of earnings for the tarable year. The Secretary shall 
provide, by requlation, to prope! a dju iment of the de posits made in or a rued to 
t} rese € funds tor anu taxable jear so as to er ide th efrom any amount pa jah é 
fo such ea as rein hiurse ment oft operating-d ferent il sub ul 
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matter does not concern the United States Marine Cor ‘ps, the Commandant 
of the Marine ( Corps shall meet with the Joint Chiefs of Staff when such 
matter is under consideration by them and on such oceasion and with 
respect to such matter the Commandant of the Marine Corps shall have 
c0- -equal status with ~ 7 mbers of the Joint ¢ hie fs of Staff.” 
Sec. 8. Section 2 ( ) of the Act of April 18, 1946 (60 Stat. 92), is 
hereby repealed. 
And the House agree to the same. 

Cart VINSON, 

OverTON Brooks, 

Cart T. Durnam, 

Dewey SuHorr, 

Lesuizt C. ARENDS, 

Managers on the Part of the House. 

Estes KEeEFAUVER, 

JoHN C. STENNIs, 

Russet, Lona, 

LEVERETT SALTONSTALL, 

Rauteuw E. FLANpDERs, 

Manage rs on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing antes of the two Houses on the amendment of the House 
to the bill ( . 677) to fix the personnel strength of the United States 
Marine C orps, and to establish the relationship of the Commandant 
of the Marine Corps to the Joint Chiefs of Staff, submit the following 
statement in explanation of the effect of the action agreed upon by the 
conferees and recommended in the accompanying conference report: 


LEGISLATION IN CONFERENCE 


S. 677, a bill to fix the personnel strength of the United States 
Marine Corps and to establish the relationship of the Commandant 
of the Marine Corps to the Joint Chiefs of Staff, was passed by the 
Senate on May 4, 1951. 

Subsequently, the House Committee on Armed Services, after 
detailed hearings, struck all after the enacting clause of the Senate 
bill and inserted substantially different provisions governing the 
personnel strength of the Marine Corps and the status of the Com- 
mandant with reference to the Joint Chiefs of Staff. 

Section 1 of the Senate bill provided that the United States Marine 
Corps, within the Department of the Navy, would include four full- 
strength combat divisions, four full-stre neth air wings and the required 
supporting units organic thereto and placed a personnel ceiling of not 
more than 400,000 on the personnel strength of the regular Marine 
Corps. 

As amended by the House, section 1 provided that the United 
States Marine Corps, within the Department of the Navy, should 
include not less than three full-strength combat divisions, three full- 
strength air wings and supporting units which were organic thereto. 
The House version further provided a personnel floor of 220,000 
regular enlisted personnel and prescribed that the authorized enlisted 
strength of the active list of the regular Marine Corps should be not 
more than 400,000, such ceiling to be suspended during time of war 
or national emergency declared by the Congress. 

The House version further prescribed the formula for computing the 
commissioned strength of the active list of the regular Marine Corps 
and provided that such strength would be attained not later than 24 
months after the date of enactment of the legislation. Obviously 
there were substantial differences in the two versions of section 1 of 
the bill. 

The agreement reached by the conferees on the different provisions 
governing Marine Corps personnel provides that the Marine C orps, 
within the Department of the Navy, shall be so organized as to in- 
clude not less than three combat divisions and three air wings, and 
such other land combat, aviation, and other services as may be 
organic thereto, and except in time of war or national emergency 
hereafter declared by the Congress, the personnel strength of the 
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regular Marine Corps shall bé maintained at not more than 400,000. 
The net result of this action is that the three Marine Corps divisions 
and three air wings are to be combat divisions and air wings but the 
“full strength’’ requirement of the House version has been deleted. 
The numerical floor of 220,000 regular enlisted personnel has likewise 
been deleted. However, the section states that there will be not less 
than three combat divisions and three “ag wings and while the nu- 
merical floor of 220,000 has been deleted, it is the obvious intent of 
the language that the minimum divisions yt wings prescribed in 
the section will be maintained at whatever strength the Congress 
may determine through the appropriations which it grants in support 
of Marine Corps personnel. 

Heretofore the United States Marine Corps has had no statutory 
organization in the normally accepted sense of the word. Marine 
Corps proponents have consistently expressed the fear that they would 
be reduced to and maintained as regimental combat teams or even 
units of less size and importance. When it is recognized that the 
Marine Corps personnel had decreased to a total of approximately 
70,000 at the time of the outbreak of the Korean war, their fears are 
understandable. As a result of the conference agreement the Marine 
Corps is assured for the first time in its history, of a division organ- 
izational structure. The 400,000 personnel ceiling which appeared in 
the original provisions of both the Senate and House bills and remains 
in the conference agreement is to insure that there is no intention of 
converting the Marine Corps into a second land army. The managers 
on the part of the House are cognizant of the outstanding combat 
accomplishments of the United States Marine Corps but would be 
remiss is they failed to poiat out their conviction that this outstanding 
record is largely attributable to the fact that the Marine Corps has 
heretofore largely been maintained on a voluntary basis. It neces- 
sarily follows that if the Marie Corps should be established and 
maintained at a size which could not be supported by voluntary 
enlistments that the high morale and the accomplishments of the 
Marine Corps would be adversely affected. 

Section 2 of the Senate bill provided that the Commandant of the 
Marine Corps would be a consultant to the Joint Chiefs of Staff on 
all problems before the Jomt Chiefs of Staff. And provided that on 
matters in which the Marme Corps was concerned the Commandant 
would be permitted to be heard and file a supporting memorandum 
for consideration by the Secretary of Defense and the President 

The House version amended the National Security Act of 1947 and 
provided that the Commandant of the United States Marine Corps 
would be a member of the Joint Chiefs of Staff. 

With reference to the Senate version, it seemed to the House 
conferees that there was no justification for making the Commandant 
a consultant to the Joint Chiefs of Staff on all problems before the 
Joint Chiefs of Staff. That provision appeared to require the Com- 
mandant to attend all meetings of the Joint Chiefs of Staff, whether 
or not the matter under discussion concerned the Marine Corps. 
It also appeared to the House conferees that the Senate version, in 
providing that the Commandant would be heard and could file a 
supporting memorandum for consideration by the Secretary of Defense 
and the President, on matters concerning the Marine Corps, gave the 
Commandant of the Marine Corps a latitude which was not even 
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permitted to the members of the Joint Chiefs of Staff, who must 
submit supporting memorandums to the Secretary of Defense and the 
President through the Chairman of the Joint Chiefs of Staff. The 
conference agreement provides that 


The Commandant of the Marine Corps shall indicate to the Chairman « 
Joint Chiefs of Staff anv matter scheduled for consideration by the Joint Cl 
of Staff which directly concerns the United State Marine (¢ = \ - 
Secretary of Defense, upon request from the Chairman of the Joint Cl 
Staff for a determination, determines that such matter does not I 
United States Marine Corps, the Commandant of the Marine Corp a 
with the Joint Chiefs of Staff when such matter is under consideration 
and on such oceasion and with respect to such matter, the Commanda f 
Marine Corps shall have co-equal status wit! embers of the Joint C! 
Staff. 


This conference agreement recognizes that the Commandant of the 
Marine Corps, by virtue of his broad experience in land, sea, and ait 
WwW arfare, is best able to present Ihhatters of dir et concern lo the Nia ine 
Corps to the Joint Chiefs of Staff. And it is the clear intent of the 
language that on those occasions when matters directly concerning 
the Marine Corps are before the Joint Chiefs of Staff for consideration 
that the Commandant shall appear, not as a consultant, but with 
Status co-equal to that of members of the Joint Chiefs of Staff, exc pt 
for membership in the Joint Chiefs of Statl 

While there mav be a fine line between co-equal status and mem 


bership, the House conferees recognize the difference. Lt simply means 
that when the Commandant of the Marine Corps meets with the 
Joint Chiefs of Staff on a matter of direct concern to the Marine 
Corps Which is under consideration by the Jomt Chiefs of Staff, that 
the Commandant shall sit as a co-equal with the members of th 
Chiefs of Staff, he shall have the right to be | lly heard and, if a vote 
is taken, to vote in the same manner as members of the Joint Chiefs 
of Staff. The Congress has been repeatedly told that members of thi 
Joint Chiefs of Staff do not vote. Whatever the v may do in reaching 
a decision, it is the intent that the Commandant of the Marine Corps 
enjoy those same prerogatives when meeting with members of the 


Joint Chiefs of Staff on a matter of direct concern to. the \Narine 


il 


Corps. By the same token it is fully intended that he shall be bound 


in the same manner as the members of the Joint Chiefs of Staff in 
presenting his appeal to an adverse decision through the Chairman 
of the Jomt Chiefs of Staff to the Secretary of Defense and the 
President. 

It is obvious that it will be hecessary for the Commandant of the 
Marine Corps to receive a COP of the agenda of the Joint Chiefs ol 


’ Joint 





Staff. Otherwise he would be io a position of being unable to know 
whether or not a matter directly concerning the Marine Corps was 
under consideration by the Joint Chiefs of Staff. It should also be 
noted in this connection that numerous items on the agenda of the 
Joint Chiefs of Staff are defined at lower levels by the other three 
services, such as the Joint Strategic Survey Committee, the Joint 
Strategic Plans Committee, ete. The House conferees do not attempt 
to precisely define or indicate the exact staff levels and agencies, com- 
plementary to the Joint Chiefs of Staff, to which the Commandant of 
the Marine Corps should have staff representation. But it is clear 
beyond all doubt that the Commandant will be in a most difficult 
position to determine whether or not matters directly concern the 
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Marine Corps unless he is accorded a reasonable staff representation 
at appropriate supporting echelons of the Joint Chiefs of Staff. 

It is important to note in the conference agreement on this section 
that the initial decision as to whether or not a matter is of direct 
concern to the United States Marine Corps lies with the Commandant. 
There may be those who fear an abuse of this authority. However, 
the following provisions of the section provide that after the Comman- 
dant has indicated to the Chairman of the Joint Chiefs of Staff that a 
matter scheduled for hearing by the Joint Chiefs of Staff directly 
concerns the Marine Corps, the Chairman of the Joint Chiefs of Staff 
may refer that request on the part of the Commandant to the Secretary 
of Defense for a decision as to whether or not the matter in question 
does in his opinion directly concern the Marine Corps. And so the 
provision as drawn provides a system of checks and balances as 
between the Commandant on the one hand, and the Joint Chiefs of 
Staff on the other which, in the opinion of the House conferees, will 
insure that each will adhere to the principles enumerated and exercise 
the greatest of caution to insure that neither shall abuse the preroga- 
tives of the other. In the final analysis the Congress is making an 
attempt to insure that matters of national defense at the level of the 
Joint Chiefs of Staff be decided on the basis of the broadest military 
experience available. Failure to implement this intent would produce 
most unfortunate results. The House conferees are confident that 
such results will not occur. 

Section 3 of the conference agreement was an original provision in 
the House version but was absent in the Senate version. It merely 
repeals existing law which relates the strength of the Marine Corps to 
a percentage strength of the Navy. Having established the strength 
of the Marine Corps in section 1 of the conference agreement, there is 
no longer a necessity to relate the strength of the Marine Corps to the 
strength of the Navy. Therefore, the House and Senate conferees 
were in full agreement that the conference agreement should include 
the House provision in this respect. 

Cart VINSON, 

OvrERTON Brooks, 

Cart T. Duruam, 

Dewey Suort, 

Lesitie C. ARENDs, 
Managers on the Part of the House. 
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AMENDING SECTION 508 OF TITLE 14, UNITED STATES 
CODE 


JUNE 19, 1952 Committed to the Conn t¢ f e WI HH { Stat 
of the Union and ordered 1 prit | ~_ q 

ia 

as ~ 

=. 


Mr. Bonner, from the Committee on Merchant Marine and Fisfreries 
submitted the followimeg = 


REPORT 
[To accompany H. R. 7654] 


1 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill GH. R. 7654) to amend section 508 of title 14, United 
States Code, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass 

The purpose of this proposed legislation is to amend section 508 of 
title 14, United States Code, so as to give the Coast Guard, pursuant 
to regulations prescribed by the Secretary of the Treasury, authority 
to make such expenditures as may be deemed necessary for the 
apprehension and deli Cry of cl servers, stra rove rs, ana prisonel 


The existing laneuace of 14 ti nited States Code 50S (a ‘ t | Or} 
only the reimbursement of necessary expenses to certain d nates 
civil officers who deliver deserters. This bill woul 
reimbursement of necessary expenses to includ CTSO! ther 
civil officers, and it adds two additional classes of offenders, name! 


stragglers and prisoners 


At the present time, the interservice policy of the Department of 


Defense relative to the delivery of deserters and absent : to reim 
burse anv person or agency for re asonabl expenses eurred meicde 

to the return of such persons. Thus this bill would give the Coast 
Guard specific statutor authority to cont l Lo he announced 
policy of the other armed forces. The discipline of the Coast Guard 
would thereby he more completely nte ted WwW th that of 1 other 
armed forees, in accordance with the intent of th Uniform Code of 


Military Justice. 

The authority whieh this bill would rant to the Coast G 
similar to that eranted to the Seeretary of the Navv | SeCTIO »*) 
of the act of August 2, 1946 (60 Stat. 856), and to the Secretary of 
the Army by section 1 of the act of July 16 16 (60 Stat. 5A4t 
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The Treasury Department requested the introduction of the bill 
and the Navy Department, on behalf of the Department of Defense, 
recommended its enactment. No objection to the bill has been 
received by your committee. 

The executive communication from the Treasury Department 
requesting the introduction of this bill, and a favorable report thereon 
from the Department of the Navy, are as follows: 


TREASURY DEPARTMENT, 
Washington, April 23, 195 
The SPEAKER OF THE House or REPRESENTATIVES. 
T is enclosed herewith a draft of a proposed bill to amend section 508 
of title 14, United States Code. 

The purpose of this proposed legislation is to amend 14 United States Code 508, 
‘“‘Deserters; arrest of by civil authorities; penalties” so as to give specific statutory 
authority to the Coast Guard to conform to the Department of Defense policy for 
the apprehension and delivery of deserters and absentees. 

The interservice policy of the Department of Defense relative to the delivery 
of deserters and absentees is to reimburse any person or agency for reasonable 
expenses incurred incident to the return of such persons. The present language 
of 14 United States Code 508 (a) authorizes only the reimbursement of necessary 
expenses to certain designated civil officers who deliver deserters 

The proposed amendment would authorize the reimbursement of necessary 


expenses to persons other than civil officers, and it includes the two additional 


classes of offenders, stragglers and prisoners; thus it would give the Coast Guard 
specific statutory authority to conform to the announced policy of the other 
Armed Forces The proposed amendment would support a more complete 


integration of Coast Guard discipline with that of the other Armed Forces, in 
accordance with the intent of the Uniform Code of Military Justice. 


lhe proposed amendment is in essentially the same language as 34 United States 
Code 606 forthe Navy. Similar authority for the Army is contained in 10 United 
States Code 1431 , 

Che eatch line has been reworded to reflect the contents of the section as 
amended 

Changes which would be made in existing law are indicated in the comparative 
LV pe vhicl ( closed for conve ( refers ce 


It would be appre iated if vou would lav the proposed bill before the House of 





Representative \ similar proposed bill has been transmitted to the President 
O he Senate , 

Che Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this proposed legislation to the Congress 


JOHN S. GRAHAM 


OFFICE ¢ roe JupGeE ApvocaTe GENE! 
Washington 25, D. C., June 10, 195 


Chairman. Committee on Merchant Marine and Fishe 
House of Rep esentatives, Washington 95. D. 

Miy Dear Mr. CuHatrmMan: Your request for comment on H. R. 7654, a bill to 

amend section 508 of title 14, United States Code, has been assigned to this De- 

partment by the Seeretarv of Defense for the preparation of a report thereon 


expressing the views of the Department of Defens 
rhe purpose of this bill is to authorize the Coast Guard, under regulations pre- 


eribed by the Secretary of the department in which the Coast Guard is operating, 


to make expenditures as are deemed necessary for the apprehension and delivery 
of deserters, stragglers, and prisoners. 

Che authorit hich this bill would grant to the Coast Guard i milar to 
that granted to the Seeretaryv of the Navy by section 22 of the act of August 2, 
1946 (60 Stat. 856), which reads as follows 

The Seer tary of the Navy is autl orized to make such expel ditures out of 


available naval appropriations as he may deem necessary for the apprehension 
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y 
and delivery of deserters, stragglers, and prisoners and for rat Y 
patrols.”’ 3 


The Department of the Navy on behalf of Depart: tof D 
the enactment of this bill 


This report has been coordinated within 1 Department of D 
ance with procedures prescribed DV the secretar Defens 
The Department of the Navy has been ad Bur 
that there is no objection to the subi m of ti re rt H ( 
Conert Ss. , 
Sincerely yours 
{ | HN 
Re | l ‘ 
/ | ( \ 
| ~; 


CHANGES IN EXISTING 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes Ui CX 
as introduced, are shown as follows (existing law proposed to be 


A 
jf 


omitted is enclosed in black bracke ts, new matter is priate mn ital 
existing law in which no change is proposed is shown 


SeEcTION 508 or Tire 14, [ ys ( 


i 


§508. [Deserters; arrest of by civil authorities; penalties.] 


Deserters; payment of expenses incident to apprehension and 
delivery; penalties. 


a) [Any ci 


il officer havi 














the United States or of any State, Territor r D 
a deserter from the Coast Guard and deliver the custod ( ( 
authorities The Commandant ma pul ‘ pile res i | 
vide for reimbursement for the transportat ind eY cessal 
effeetua such d erv.} The Co ( ) ) 
apprel ” na ery o ¢ [ ( 1q 

b d | I ( ( 
Guard he re ( ( 
honoral lischarged the Coast Guard ifterwal i 
pointed any 
States, unless the disability resulting fri 
section is removed by a board of com: . l | I ( 1 ( i 
vened for consideration of the case, and t} 
the Secretary; or unless he is re 7 i 
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JERRY J. LENCIONYI 


Mr. Jonas, from the Committee on the Jud rv, submitted the 


follow in 


REPORT 


i cc SS Ze 
The Committee on the Judiciary. to whort Vas reterred t! bill 
S. 1422) for the relief of Jerry J. Leneioni, having cor lered the 
same, report favorably thereon without amendment and rv mmend 


that the bill do pass. 
The purpose of the proposed legislation is to pay the sum of $5,012.13 


to Jerry J. Lencioni in full satisfaction of | laim against the United 


States for reumbursement of medical and hospital expenses incurred 
as a result of injuries sustained by him on August 5, 1942, in an aircraft 
accident. 

SI] TEM 


Jerry x La neon enlisted in the Naval Ri nh ol t é ra 
period of | Vears as a seaman second class for primat {] 
and was transferred to inactive duty on the same dat lwo days 
later he received a telegram from a Naval Reserve officer Ly if 
(junior grade) ‘Templin, United States Naval Reserve, marked ‘‘Gov’t 
Chicago, Ill.”’ (the place where Mr. Lencioni enlisted) stati 

You have been assigned to a civilian pilot traini ind e expected to 
report to Frederick L. Caudle at the University of W 13 J 


Building, Madison, Wisconsin, by 9 a | ), 1942 


Pursuant to this telegram, Mr. Lencioni reported to Mr. Caudle at the 
University of Wisconsin and commenced training in the elementary 
civilian pilot training course at the University of Wisconsin on July 
9, 1942. Ground instruction was furnished by the University of 
Wisconsin and flicht instruction by a private commercial onipany, 
both under contract with the Federal Government Che ground 
school contract required the university to carry insurance in the 
amount of $1,000 for reimbursement of hospitalization and medical 
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JERRY J. LENCIONI 


expenses for injuries sustained during the course. The only insurance 
required under the flight school contract was a public liability con- 
tract, not material to Mr. Lencioni’s claim. 

On August 5, 1942, while Mr. Lencioni was engaged in a solo flight 
as a part of his flight instruction, the engine of the plane which he was 
piloting failed and the plane crashed. As a result of this accident, 
Mr. Lencioni sustained a skull fracture, a compound fracture of the 
left arm, a broken leg (in three different places), a torn kidney and 
numerous aaa and Sete He was hospitalized from the date of 
the accident until the 17th of May the following vear. 

As a result of the accident Mr. Lencioni has incurred hospital and 
medical expenses in the amount of $6,012.17. He has received $1,000 
under the insurs oi policy required in ground school contract. 

On December 15, 1942, the Navy Department changed the policy 
of placing aviation cadets on inactive status until they reported to a 
Nav Vv pre flight school. Thereafter cadets were plac ed on active duty 
with pay and allowances prescribed for the grade and continued on 
active duty throughout the period of their training. According to 
the Navy Department, this change was made for two reasons: (1) The 
number of aviation cadets totaled 24,400 at that time and was rapidly 
increasing and (2) it was deemed advisable to prov ide protection such 
as hospitalization, medical treatment, and life insurance for all naval 
personnel engaged in aerial flights. 

The committee feels that this claimant is entitled to reimbursement 
by the Government for his medical and hospital expenses since he was 
seriously mjured while carrving out an assignment of the Navy De- 
partment. There is no evidence before the committee that his in- 
juries were in any way caused by any negligence on his part. On the 
contrary, the evidence before the committee establishes that the crash 

Which he was injured was caused by a mechanical failure in the 
engine of the plane which he was piloting. Further, it is readily 
apparent that the insurance required by the Civil Aeronautics Ad- 
ministration under the flight school contract was totally inadequate. 
The De partment of the Navy appar: antly recognized that the insurance 
required in this case and others was inadequate in the change of policy 
by that De partme ent with reference to the active duty status of avia- 
tion cadets. In view of these circumstances and because the award 
provided represents only out-of- poc ket expenses the committee 
recommends favorable ¢ ‘onside ‘ration of this le gish ation 

The committee received the reports of the Civil Aeronauties Ad- 
ministration, the Department of the Navy, and the Department of 
Justice on this bill. The Department of Justice has no sg nag to 
the enactment of this legislation. The Department of the Navy felt 
that the case should be determined on the basis of the recommenda- 
tions of the Civil Aeronautics Administration but that agency made no 
recommendations 

Since the report of the Department of Justice contains a summary of 
the other reports, the report of the Department of Justice has been 
appended to this report. Also a is an itemization of the 
hospital and medical expenses of the claimant which was forwarded 
to the committee by the sponsor of this legislation and a letter ad- 
dressed to a member of the ] srofessional staff of the committee relative 
to the change in policy of the Department of the Navy with respect to 
active-duty status of aviation cadets 
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i I) ¢ Jan 
Hon. Par McCarran 
Chairman, Committee on the Jud 
United States Senate. Washinaton. D. 

My Dear Spnaror: This is in response 
Department of Justice concerning the } s 122 r the relief of Jem 
Lencioni. 

The bill would provide for payment of the sum of 85,012.17 to J 
of Geneva, Ill, in full satisfaction of his 1 ) e | 1 Stat 
reimbursement of medical and hospital expeuse rred Dv i I re 
injuries sustained when a plane he was pilot ished Aug 5 42 
which time he was an aviation cadet in the | i States Na Reser 


participating in a civilian pilot training cé rs ponsored Dy t ( \ 
Administration but was not entitled to fu dical care ar 
Government expense due to his inactive d 

In compliance with your request, reports were obtained from t Depart 
of the Navy and the Civil Aeronautics Adn ration of e Departms 
Commerce, and are enclosed According to tl Na repo! appear 
claimant enlisted in the Naval Reserve on July 6, 1942, for a] { 
seaman second class for primary 
inactive duty on the same date 
seaman second class to aviation cadet and on © r 9 143 was d 
from the naval service under honorable condit . I pl i) CGiisal 
resulting from injuries sustained while undergoing training a i 
training course conducted under the authority of ( \erona \ 
tration. He performed no act of service Nay 
his injuries was attending the University of Wise ' in stat i] 


was therefore not entitled to pay or subsi 


Prior to December 15, 1942, aviation cad i \ 
Status in the naval service until they reported to a Na 1) 
the period between enlistment and as 
nactive duty, in the status of civiliai 
ing courses under the a ithority of the ¢ L sae iu \ ra | 
not mandatory, however, that aviatio 
training. After December 15, 1942, avia 
ordered to active duty wit! par wd a 
continued on active duty throughout the « \ 


claimant was a member of the Naval Resery ’ i 
while participating in training conducted | Lerona \ 
and therefore is not entitled to payment ‘ 


Naval Reserve 








The Department of the Navy states tha 
which should be determined on the ba he 3 aiaeaa 
Aeronautics Administration, but that vould appr ! f she | 
that available to other persons similar! 

The report of the ¢ \< uuties A 
} tostatic ¢ bl 1 }) 1 ( I I i 
training 1 the ¢ enta ( i t | 
Wisconsin on July 9, 1942 ry 
the Administrator of Civilia \er i 
Civilian Pilot Training Act of 3 , St 
furnished bv t | t Wisc 
commercial ¢ MNPANy Hot er cont 
ground school contract earried ra Ut 

( t for ny t ( 
to \ ist 5. 1942 | 

conclude i that t he ( 
caused the accident It ( 
(‘lai mit reer 14 the } 
The Ci \ ( Aci t 
( unt Nay Rt t 
tal no reco rrit lato t 

The bill proposes to 

( as meurred, | t 
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2 DETROIT AUTOMOTIVE PRODUCTS CO. 


Such a petition was prepared in behalf of the company, Greeuted 
by the proper corporate officers on June 20, 1951, and mailed by the 
company’s counsel on June 26, 1951 (first-class mail, postage prepaid) 
to the Tax Court of the United States in Washington, i. <. Said 
petition was thereafter stamped “Received” in the Tax Court as of 
July 5, 1951. As me inpannie above, the statutory 90-day period 
applying to the filing of this petition expired on. July 3, 1951, 

Subsequently the general counsel for the Bureau of Internal Revenue 
filed a motion with the Tax Court to dismiss shia petition for failure 
to file within the prescribed period. A hearing was held on this motion 
before the Tax Court on September 12, 1951, at which evidence was 
adduced and oral arguments were presented. The matter was taken 
under advisement, and on December 11, 1951, Chief Judge Kern 
issued a memorandum decision (unreported) dismissing the petition. 
It was held that the Court lacked jurisdiction to entertain the petition 
for the reason that it was “filed” after the expiration of the statutory 
period. This decision is not appealable, since under the provisions of 


1 et » 


section 732 (a) and (c) of the Internal Revenue Code there is vested 
in the Tax Court exclusive and nonreview: ab le jurisdiction in matters 
involving section 722 claims (as here), and therefore the company has 
no further administrative or judici: * remedy in his present situation. 

The committee Dea s that the Tax Court was bound, on legal 
principles, to rule against the company on the aforesaid motion. 
Howe ver, it is clear on the ey idence before the committee and it Was 
assumed as an evidentiary fact by the Tax Court that this ts axpayer 
took all needful action to assure delivery of its petition in ample time 
to accomplish timely filing of the petition. Similarly, there is no 
question raised as to the competence of counsel retained by the tax- 
paver in this manner, nor as to said counsel’s contention that the 
petition was actually mailed from his office, and in proper manner, 
to the Tax Court on June 26, 1951. This was 7 days prior to the 
deadline for receipt and filing at the Tax Court, and the mystery 
regarding the unexplained delay in the transmission of this petition 
through the mails is only heightened by the unusual (and unexplained) 
absence of the letter of transmittal and the envelope in which said 
letter and the petition were mailed. 

It is upon equitable grounds, therefore, with cognizance of the undis- 
puted facts negating negligence on the part of the taxpayer as the 
cause of the tardy filing, that the committee is moved in this specific 
instance to recommend that this bill (S. 2252) be considered favorably. 

Reference is made to Senaté Report No. S65, Kighty-second 
Congress, first session (accompanying H. R. 1596), and the citations 
included therein pertaining to analogous cases. 

Appended hereto, and made a part of this report, are the order and 
memorandum sur order entered on December 11, 1951, in Detroit 
Automotive Products Corp. Vv. Commissioner of Internal Revenue. 
Docket No. 35592, relating to the motion to dismiss the petition 
involved herein, and the report of the Department of the Treasury on 
S. 2232, contained in a letter dated January 24, 1951, from Hon. 
Thomas J. Lynch, Acting Secretary of the T ‘easury, to Hon. Pat 
McCarran, chairman of the Committee on the Judiciary 
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Derrorr Aeromotive Pro ( i ‘ RN N- J 


On Au 7, 195] ond hiied ( 
for i I - 
to e pet ( ! re tered i ! 

t Tax Co 1 f i } ) 
of ( na f er { 4) ) 
tr { ‘ ’ 
\\ ¢ Cu | 1} ( ie) i ; 
bot part or thefl ft br P ( 
1 1951. and resy dent a4 

! e pury ( 1 
es shed ( it ike 

On Ap | ) resp ent i : 
ullowat petitione! py { 
Revenue Cod Said s di \ 
of Toe | R 
until Ju | | 1 ! vii t file 
redet« ation « t i wit 

i ‘ reta 1 C:eorge L. ¢ 
the Tax Court said couns has be a) } 

He prepared the petition in question 1 1 95 
prepare 1a letter of transmittal to aec pa f i 
by mail to the Tay Court 

Said counsel instructed his office staff t { fe J ZF 
upon receipt of a check for the filin ree I ‘ Or su a 
received im counsel’s office on Ju 20 5 1c 
CleT of the | i Cour and not I Vy 1 Sta 
the Tax Cour . practice | i t 
re vil t heek and the pet ‘ } 2 

Ory thre » of June 26, 1951, ¢ 
had not bee tiled Coun | 
prepared ned ind tr ( 

I office mail the petition and the ¢} 

In ‘accordance with counsel’s instructi the } tie { he Tax Court was 
mailed on June 26, 1951 The petty ish disbur Cy ( I 
for said date indicates the disbursement of $1.26 for postage for ce 
petition. Said disbursement entry was made after virl wt mailed 
tion returned from the post office one block fror ( ! V’s office and advised 
counsel’s senior secretary of the amount of postage required to ma 
Counsel’s accounts receivable records in his general ledger indicate a ul 
petitioner on June 26, 1951, in the amount of $1.26 for postage to ma 
to the Tax Court 

The mailing list of the Tax Court indicates tha e petit wa 1 92 davs 
after the mailing of the notice of disallowance, or « J », 1951 

It is the practice of the Tax Court mail room to make five uections OF mall 
daily at the Benjamin Franklin Station, box 70, w h is s ' re than two 
blocks from the office of the clerk of the Tax Cour said collect ns are made at 


6 to 6:30, a. m., 7:30 to 8 a. m., 11:30 a. m., and 2:30 and 5:15, | 
When mail is brought to the Tax Court mail roon it is customarily checked by 


the senior mail clerk to see that it is official ma ended for e coul Phe 
contents of each envelope are stamped ‘Received and, together with the ¢ 


velope itself, taken to the office of the clerk of the Tax Court 
The docket clerk in the office of the clerk of the Tax Cour 





office after it has come from the mail room, including lett tal and 
the envelopes The docket clerk stamps the petitior Filed,’ stamps the docket 
number on the check, and customarily clips the envelope to the original copy of 


the petition. 


The messenger who picks up Tax Court mail at the post office reports at the 
clerk’s office before making his final trip of the day at about 5:10 p. n Upon 
his return from the post office, he reports in at t} el office and states whether 
he has brought back mail for the court A time record of his departure and return 
on the last trip each day is maintained in the « offies Said record for the 


pericd froin June 27, 1951, through July J 95 as follows 
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eda» 1) 
Der Returr | , K 
Lure I! 
( 2 Friday, July ¢ 1) 
l 23 N 1 July 9 | ( 
5210 x) Puesday, Jul ) 2 
10 520) Wednesday, July 11 | »”) 
5-10 S18 Chursd July 12 
510 | 2» 
| 
The assistant docket clerk of the Tax Court makes tries he et ok 
of the petitions filed each da. The number petiti Ss Licd ea da mn 


June 27, 1951, through July 11, 1951, were as follows: 





Wednesday, June 27 14/ Thursday, July 5 35 
Thursday, June 28 15| Friday, July 6 24 
Friday, June 29 15| Monday, Julv 9 12 
Monday, July 2 = 5 , July 10 21 
Tuesday, July 3 : 5| Wednesday, July 11 21 

The petition here involved was mailed by first-class mail. First-class mail 
from Detroit usually reaches Washington, D. C., the morning after it is mailed, 


if it is placed in the mail before 3 p. m., and if mailed after 3 p. m., reaches Wash 
ington the second morning after mailing. 
Although the official Tax Court file of a case ¢ 


istomarily contains the letter of 
transmittal, and although the original envelope in which the petition is mailed 
is customarily clipped to the original petition in said file, in the instant case the 
official file does not contain the transmittal letter or the original mailing envelope. 

Under the provisions of section 732 (a) and (c) of the Internal Revenue ( ode, 
which vest in the Tax Court exclusive and nonreviewable jurisdiction in matters 
involving section 722 claims, petitioner will be forever deprived of a day in court 
if the instant petition is dismissed. 

Upon due consideration of the facts set out above, and the arguments of the 
parties advanced herein, and for reasons set out in the memorandum attached 
hereto, it is 

Ordered, That respondent’s said motion be, and it hereby is, granted, and this 
proceeding is dismissed for lack of jurisdiction. 

Joun W. Kern, Chief Judge 


MEMORANDUM SUR ORDER 


his court is a tribunal of limited jurisdiction and the burden of establishing 
its) juris liction is o1 the petition. Southern Cal forn a Loan lssociatio } 
B. T. A. 223), Fred Shingle (34 B. T. A. 875). We have taken as the evidentiary 
facts in this proceeding all those facts set out in petitioner’s brief as having been 
established by the record Ne vertheless, we are unable to conelude that the 
petitioner has shown that the petition herein was received or filed by the court 
until July 5, 1951 Even though negligence on the part of employees of the court 


were shown (and we do not consider that it was), it cannot furnish an explanation 
of the delay from June 28, the day when it should have been received in Washing- 
ton if there had been no unusual delays in the Post Office Department, until July 
5. We cannot assume that there was no such delay; nor can we conclude, as 
petitioner urges, that the petition “beyond any reasonable doubt reached the 
Benjamin Franklin Post Office in Washington, D. C., on or before July 3, 1951.” 
Under present rules of law, the Post Office Department is the ageney chosen by 
petitioner for the delivery of the petition to the Tax Court and the risks of delays 
incident to transportation of mail must be upon petitioner. 

We are not unmindful of the unfortunate effect, so far as the petitioner is con- 
cerned, of our decision upon this motion, and we have reached our conclusion with 
reluctance. While it can be of small comfort to this petitioner, it may be pointed 
out that the American Bar Association has proposed the amendment of sections 
272 (a) (1), 871 (a) (1), and 1012 (a) (1) of the Internal Revenue Code to provide 
that if a petition to the Tax Court is sent by registered mail, it should be deemed 
filed when mailed. This would relieve the taxpayer of the uncertainty of prompt 
mail delivery; and it would also relieve this court of the unpleasant necessity of 
making such a distasteful ruling as this. 


\W ASHINGTON, D ype December 11. 1957 




















Under the circumstances, therefore, the 


of the enactment of S. 2232. 


The Director, Bureau of the Budget, 
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P. DIACON ZADEH 


JUNE 19, 1952.—Committed to the Committee of the Whole House and ord 


to be pril ted 


Mr. Miuuer of New York, from the Committee on the Judiciary 
submitted the following 


REPORT 
[To accompany H. Res. 685 


The Committee on ~ Judiciary, to whom was referred the re- 
solution (H. Res. 685) for the relief of P. Diacon Zadeh, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

This resolution is to merely refer H. R. 8159, a bill for the rehef of 
P. Diacon Zadeh, to the United States Court of Claims for the findings 
of fact and report its conclusion to the Congress. Your committee 
is of the opinion that it is a case that should be referred to the court 
and, therefore, recommend favorable consideration to the resolution 

On February 19, 1942, P. Diacon Zadeh, a citizen of Lran, now 
temporarily residing in the United States in New York, N. Y., was the 
sole owner of the tanker Oils hipper then located in the port of Istanbul, 
Turkey. The Oilshipper was registered in Panama and flew the Pana- 
manian flag. 

On that date, February 19, 1942, the United States requested th 
Panamanian Government to requisition Mr. Zadeh’s tanker. In 
asking the Government of Panama to requisition the tanker, the 
Department of State, for and on behalf of the United States, agreed 
that so far as any financial claims arising out of the taking were 
concerned, the Government of the United States would save the 
Government of Panama harmless. 

Pursuant to this request and in accordance with the agreement by 
the United States to assume any and all financial responsibility 
resulting from the requisitioning, the Panamanian Government issued 
an executive resolution authorizing the commandeering (incautacion 
of Mr. Zadeh’s tanker. Panama, at that time, had no diplomatic or 
consular officers in Turkey, and the American diplomatic and consular 
officers in Turkey were used to accomplish the taking of the Oi/shipper 








ee 


GL a 


aS 


pac rmerae 


P. DIACON ZADEH 


On February 20, 1942, the tanker Oclshipper was seized at Istanbul, 
Turkey, by the American diplomatic and consular officers for and on 
behalf of the Panamanian Government. On August 6, 1942, the 
American diplomatic and consular officers in Turkey sold, transferred, 
and delivered the Oilshipper to the Government of Turke ‘v for the sum 
of $300,000. That sum was paid by Turkey to the United States and 
is now being held by the Department of State 

Since February 20, 1942, the owner of the tanker Od/shipper, has 
been attempting to obtain compensation and redress for the taking 
and use of his property. The Government of the United States, 
acting by and through the Department of State, acknowledges its 
liability arising out of the requisitioning of the tanker but maintains 
that it is limited to the payment of compensation for the value of 
the tanker, which the Department claims was requisitioned for title, 
and that the compensation to be paid is to be limited to the balance 
of the amount paid by the Government of Turkey and_ presently 
in the Department’s possession. The owner of the tanker, P. Diacon 
Zadeh, maintains that under the applicable provisions of the Pana- 
manian executive resolution, Constitution, and laws his Previa Was 
requisitioned for temporary use only, that the title was not requisi- 
tioned and that he is entitled to the return of his tanker plus just 
compensation for its temporary use and occupancy. 
The respective positions taken by the owner and the Department 


of State and the issues raised thereby cannot be reconciled. A 
determination, therefore, of the nature of the taking and the amount 
ol just compe ‘sation to be paid to the owner is nece ssary It is for 


that purpose that the claim has been submitted to the Congress for 
consideration. 


{H. R. 8159, 82d Cong., 2d sess 
4 BILL For the relief of P. Diacon Zadeh 


Ise at enacted by the Senate and ee of Te presentatives of the United States of 
America in Cong ess assembled, Thi the Secretary of the Treasury be, and } 
hereby, authorized and directed to saa out of any money in the Treasury not 
otherwise appropriated, to P. Diacon Zadeh, such sum as will constitute just 
compensation for the requisitioning by the United States, on February 20, 1942, 
at Istanbul, Turkey, of the tanker Oilshipper; the payment of such sum shall be 
in full settlement of ali claims of the said P. Diacon Zadeh on account of such 


requisitioning 


1@ is 
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Mr. Minter of New York, from the Committee or e J 


Submitted thy LOouUowWw hl 


REPORT 


1 ! 

The Committee on the Judiciary » whom was rele eq th ti} 
H. KR. 1711 for the reliet ol Mrs \iargar ( D.S Hhikt Davine 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass 

The purpose of the proposed legislation that Mrs. Margaret D 


Surhan, of Dunkirk, N. Y., shall be considered and 
presumed to be the law ful widow of the late los ph pos han for th 


purpose of receiving benefits under at re United Stat 


| 
relating Lo widows of veterans ol World War |. and that the Adminis 


j Ol 
iW I 


i 


trator of Veterans’ Affairs is authorized and directed to pay to Mrs 
Surhan any benefits to which she ts e1 titled as the law WlGOW of said 
Joseph D. Surhan, provided that benefit nder the shall not 


accrue prior to enactment of this act 


STATEMENT OF FACTS 


It appears that in the District Court for the Western District of 
New York in 1929 it was established that Mrs. Surhan was the 
common-law wife of Joseph Surhan and, as such, was entitled to his 
war-risk insurance. Such decision was not binding upon the Vet 
erans’ Administration for all purposes. The Veterans’ Admin 
tion refused to grant a widow’s pension to Mrs. Surhan because the 
Veterans’ Administration decided that a common-law. relationsh 


iwionship 

had not been established In other words, Mrs. Surhan would have 

been cranted a pension at that time if the Veteran Ldministration 
had decided that a common-law rt lationship had been establ shed 

The Veterans’ Administration claimed that Mrs. Surhan had been 

legally married in 1898 to another man. This man disappeared in 
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1907, and at the time of the trial in 1929 he had not been heard of in 
22 vears. In the State of New York a person is presumed to be 
legally dead after an absence of 7 years. 

At the trial, Mrs. Surhan’s attorney established her common-law 
marriage to Joseph D. Surhan by various papers signed by Mr 
Surhan acknowledging the relationship of husband and wife and by 
the conduct of the parties in the community and the testimony of 
several outstanding citizens of Dunkirk, N. Y., that they lived 
together for many years prior to Mr. Surhan’s death and were com- 
monly known as husband and wife. 

Mrs. Surhan is about 78 years of age and has been in ill health for 
several Vears. 

According to a sworn affidavit made by Mrs. Surhan on July 16, 
1951, she lived with Mr. Surhan in Arkansas and in New York; they 
had a child who was born dead, and the physician in attendance 
ge Mr. Surhan to come and take care of “your wife who is having 

i baby.” This physician, a Dr. eee testified to the relationship 
ie n the trial was being conducted, in 1929. 

The only point upon which the Veterans’ Administration opposes 
enactment of this bill is their refusal to accept the absence of Mrs. 
Surhan’s first husband as conclusive of death. 

The committee, however, believing that the judgment of the court 
should be regarded as conclusive, is of the opinion that Mrs. Surhan 
should be declared as entitled to the benefits sought, and recommend 
favorable consideration to this bill. 


VETERANS .DMINISTRATION, 
Orrick OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS 
Washington, D. C., June 6, 1952 


Hye ba EL LER 
(na ” , (onin / or the Judicia 
lHiouse of Representatives, Washington, D.C 
Dear Mr. Crevirer: This is in reply to vour letter of May 26, 1952, requesting 
a report on H. R. 1711, kFightv-second Congress, a bill for the relief of Mrs 
Margaret ID. Surhan., which provid es follows 
‘That Mrs. Margaret D. Surhan, of Dunkirk, New York, shall be considered 
and conclusively presumed to be the lawful widow of the late Joseph D. Surhan 
for the purpose of receiving benefits under anv law of the United States relating to 
widows of veterans of Worid War I, and the Administrator of Veterans’ Affairs 
aut rized and directed to pav to Mrs. Margaret D. Surhan any benefits to 
<he is entitled as the lawful widow of the late Joseph LD). Serhan, a de 
21 
\ecording to a report from the Department of the Army, Joseph D. Surhan 
\C 47 625) entered active service on Julv 22, 1918, and died in service October 3, 
LOIS. of pneumonia On July 27, 1918, Mr. Surban applied for and was granted 
S10,090 wer-risk insure nes He designated his estete as beneficiary and directed 
that . surance certificate be sent to Moses Grav, Box 51, Douglas, Ariz 
Hle ga as bis emergeney ade bess the name of Miss Marvaret Delanco, Dunkirk, 
N. 4 escribed es “friend” On the same day, in executing Form 1-B of the 
Bureau of War Risk Insurance (application for family allowance and information 
for f i ent of pay Nir Surh im renresent¢ 1} rr elt AS WhmnAarr ed 
On November 8, 1918, the Bureau of War Risk Insurance sent a form letter 
to the emergeney addressee, Miss Margaret Del lanco, requesting certain informa- 
coneerning the veteran \ week later the form was returned by Mrs. Mar- 
y t Surhan Delaneo with handwritten answers to the questions. ‘She advised 
that Mr. Surhan left no widow and that she was his dependent mother. There- 


after formal application for compensation and insurance was filed with the Bureau 

of War Risk Insurance by Mrs. Margaret Delaneo Surhan, alleging that 

<ervieeman’s relation to her was that of common-law husband. — In applving for 
ben tt ims acknowledged a prior marriage, and stated that she 


‘former husband Investigations made by the Burea 
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of War Risk Insurance disclosed the claimant was married to Joseph F. Di 
at Buffalo, N. Y.. on March 8, 1898, of which marriage three children we 
It was alleged by the claimant that her husband, Joseph Delanco, deserted her 
1906 or 1907, and shortly thereafter this marriage was terminated by his 

However, no record of the alleged death has been furnished the Veterans’ A 
istration or its predecessor agencies. The evidence of record also d ( 

the claimant and Joseph D. Surhan commenced living together at Dunkirk 





N. Y., on or about March 7, 1912, and continued to live together that State 
until the fall of 1917, when they moved to Arkansas They cont 1 to é 
together in Arkansas until shortly before Mr. Surhan’s entrance into service 
Based upon the evidence of record, it was determined that a common-law mat 
riage was not contracted between the claimant and Mr. Surhar Accordingly 
her claims for compensation and insurance as the widow of Joseph D. s al 
were denied. 

Subsequently, Margaret D. Surhan, individually and as administratrix 
estate of Joseph D. Surhan, deceased, brought suit on the contract of i rane 
in the United States District Court for the Western District of New York Phe 
court found the claimant was the common-law wife of Joseph ID. Surhan and 
as such, to be within the designated class of beneficiaries under the War Risk 
Insurance Act, and in 1930 rendered final judgment in her favor. In accordance 
with this judgment, payment of the insurance in question was made to the Li 
ant Following this decision, the claimant filed another application for compensa- 
tion which was denied. Of course, the court’s finding, althoug! clus is 
insurance matters, does not necessarily affect other benefits under laws I 


istered bv the Veterans’ Administration 

This case has been the subject of extensive investigation and review by 
Bureau of War Risk Insurance, the United States Veterans’ Bureau, and the 
Veterans’ Administration, and it has been consistently held that she is not the 


widow of the veteran for the purpose of benefits administered by those ager 


Ci 
The most recent review was by the Solicitor of the Veterans’ Administration after 
completion of a field investigation in 1951. He held that the evidence in the cas 
is insufficient to warrant a finding that Mrs. Surhan may be recognized as the 
widow of the veteran for compensation purpo: and accordingly confirmed the 


prior holdings to that effect 
The denial of this claim has been predicated upon the failure of the clai 


nant to 
establish the dissolution of her marriage to Mr. Delanco. Moreover, there has 
been no contention that the claimant and Mr. Surhan entered into a ceremonial 
marriage, and it has been decided that the evidence presented fails to establish a 
common-law relationship between the parties uring the time they lived it 
New York there was no present agreement to regard themselves as husband and 





wife—a prerequisite to a common-law marriage in that State—-al 
ship while residing in Arkansas could not constitute a valid common-law mar- 
riage, since the doctrine of common-law marriage has never obtained in that State 

H. R. 1711. if enacted. would be a conelusive determination by legislative aetion 
that, Mrs. Margaret D. Surhan, of Dunkirk, N. Y., shall be considered and con- 
clusively presumed to be the lawful widow of the late Joseph D. Surhan for the 
purpose of receiving benefits under any law of the United States relating to widows 


* relation- 


of veterans of World Warl. The Administrator of Veterans’ Affairs is authorized 
and direeted to pay to Mrs. Surhan any such benefits to which she is entitled as 


the widow of a veteran. It is not known what effect, if any, the enactment of 
this bill would have with respect to the claimant’s eligibility for benefits under 
laws which are administered by Federal agencies other than the Veterans’ Ad 
ministration. Insofar as laws administered by the Veterans’ Administration are 
concerned, it appears that the bill would render her potentially eligible upon 
application to payment of service-connected death compensation in the amount of 
$75 per month. Before any payment could be authorized, of course, it would 
be necessary for the Veterans’ Administration to determine whether the claimant 
meets all requirements of governing laws other than the requirement that she be 
the lawful widow of the veteran, which requirement would be satisfied by H. R 
1711 if enacted. It is assumed in this connection that, if such requirements are 
met, the bill is not designed to require payment for any period prior to date of 
filing of the mentioned application. However, clarification in this regard 
indicated. 

Attention is invited to section 131 of the Legislative Reorganization Act of 1946 
(60 Stat. 881), which provides in pertinent part as follows: 

‘No private bill or resolution (including so-called omnibus claims or ] 
bills) and no amendment to any bill or resolution, authorizing or directing (1) tl 
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payment of money * * * forapension * * *_ shall be received or con- 
sidered in either the Senate or House of Representatives.” 

There appears to be for consideration the question as to whether H. R. 1711 is 
consistent with the congressional policy expressed in the quoted section. 

The circumstances of the case have been carefully considered. No reason is 
apparent why it should be singled out for special legislative treatment. To grant 
legislative relief in this case would be discriminatory against others in the same, 
or similar circumstances, and might form a precedent for similar legislation in 
other cases. 

Due to the urgent request of the committee for a report on this measure, there 
has not been sufficient time in which to ascertain from the Bureau of the Budget 
the relationship of the proposed legislation to the program of the President. 

Sincerely yours, 
O. W. Cuark, 
De puly Administrator, 
For and in the absence of the Administrator 


Law OFFICES OF 
RoGerson, Cuary & HEWEs, 
Jamestown, N. Y., October 24, 1945 
Hon. Danieut A. REED, 

House of Re prese ntatives, 
Washington, D. C. 


Dear Dan: Mrs. Margaret D. Surhan of Dunkirk has handed your letter of 
July 25th to me so that I may make available to you any information necessary 
to establish her claim for death pension as the widow of Joseph D. Surhan. 

I tried this ease for Mrs. Surhan back in 1929, and I have made a thorough 
investigation of the file so as to refresh my recollection. There was voluminous 
correspondence in connection with her claim, which was handled by Harry 
Laughlin at that time. It is my judgment that a gross injustice has been and is 
being done to Mrs. Surhan. We brought the action in the United States district 
court before Judge Adler and a jury, and the jury and the court both found that 
the common-law wife of Joseph D. Surhan at the time of his death, and 
as such was a proper person to receive the benefits of the Government insurance 
he carried in the last war. The Government contested the validity of the com- 
mon-law marriage and also attempted to prove that a former husband was 
living and that, therefore, she could not have been the wife of Joseph Surhan. 
The court and the jury found in our favor on both propositions and, as a result, 
final judgment was entered on July 8, 1930, directing payment of the money 
due her under the insurance policy. Between the trial and the entry of final 
judgment the Government appealed, but subsequently the appeal was withdrawn 
and the final judgment entered on stipulation. 

The evidence disclosed that Mrs. Surhan’s first husband disappeared about 
1907 and he has never been heard of since, so that at the time of the trial he had 
been gone 22 years, and now he has been gone 38 years. ‘The probability, there- 
fore, that he is alive is so remote as to be nil and, of course, you are familiar with 
the law in this State which creates a presumption of death after an absence of 7 
years, 

We established her common-law marriage to Joseph D. Surhan by various 
papers signed by Mr. Surhan acknowledging the relationship of husband and 
wife and by the conduct of the parties in the community and the testimony of 
several outstanding citizens of Dunkirk that they lived together for many years 
prior to his death and were commonly known as husband and wife. 

[ do not know what further proof the Veterans’ Administration could ask for 
beyond that which was brought out at the trial and, of course, the Veterans’ 
Administration was represented on the trial of the action by counsel. It would 
seem to me that the judgment should be conclusive; but if the Administration is 
still arbitrary about the matter i suggest that proper legislation should be pre- 
sented to establish the validity of her claim, not only as to future payments but 
payments to which she has been entitled, retroactively. 

I sincerely trust you will be able to do something for Mrs. Surhan and, if you 
desire, I will send on our correspondence and exhibits and other pertinent 
information in my bulging files. 

I arm enclosing a copy of the judgment which was finally entered, under which 
payment was made. 

Very truly yours, 


she was 


{USS 


CC AIRS NWARGARET TF. STRHAN 





MRS. MARGARET D. SURHAN 5 


No. 3314.—UNirep Srates Districr Courr ror THE WeSTERN DISTRICT « 
NEW YorK 


MARGARET D. SURHAN, INDIVIDUALLY AND AS ADMINISTR I PAT 
JOSEPH D. SURHAN, DECEASED, PLAINTIFF, \ rHE UNITED STATES i IERIS 
DEFENDANT 





The judgment in the above-entitled act 
of July 1929, and filed in the office of the « LEN 
on October 16, 1929, and an amended judgment thereon having been filed with t} 
said clerk on June 3, 1930, and it appearing that such judgment and amende 
judgment are in error and providing for fixing the amount ther 
$7,302.50, whereas the correct amount ot such judgment should be 37,360 
judgment as amended is hereby further amended to read as follo 

T 


The issues in the above-entitled action having been brought on for il before 
the Honorable Simon L. Adler and a jury, at a trial term of this court, held 


for the western district of New York, at the Federal Courthouse int} tv of 
Jamestown, county of Chautauqua, State of New York, on the 19th day of 
July 1929, and the defendant having duly tried, and the jury hav 

19th day of July 1929 duly rendered its verdict in favor of the plaintiff, and 
having been stipulated in open court that, upon the verdict of the jury, the court 
would fix and determine the amount of damages to be assessed against the 
defendant, under the pleadings in the action, and the law applicable thereto, and 
it appearing, by reason of such verdict, and the stipulation of the parties, that 
the said plaintiff was the common-law wife of Joseph D. Surhan, the insured 
under the policy of war-risk insurance issued by the United States Government 
and, as such, is within the designated class of beneficiaries entitled to take, under 
the War Risk Insurance Act, and it appearing furt! insuran 
is in the principal sum of $10,000, payable in monthly installments of $57.50, 








1 2 
commencing on December 1, 1918, until the said sur f $10,000 has been fully 
paid, and the said defendant having failed to pay the installments due, commer 
ing with the one due December 1, 1918, and including all of the subsequent install- 
ments due, up until the time of the trial of said action, including the one 
July 1, 1929, being a total of 128 months, and the total of such installment 
being $7,360: Now, on motion of Rogerson, Clary & Hewes, attorneys for the 


plaintiff, J. Russell Rogerson, of counsel, it is 
Ad idged, Phat the plaintiff recover of the defendant t} - OT 84,000 na 


by the jury and the court as aforesaid, without costs: and it is furt} 
Adjudged, That the fees and compensation of Rogerso Clary & He 


attorneys for the plaintiff, be and they hereby are fixed at the sum of $736 and 
in addition thereto, 10 percent of all payments to be paid by the defendant 


reason of said policy of insurance issued in the name of Joseph D. Surha 
ceased, when and if future installments become due and are paid, and e sa 


defendant is hereby directed to make such payments directly to the said attorney 
and to deduct the amount so paid to said attorneys from the amount of this jud 
ment, paid to the plaintiff, and from any and all future payments made under 
said policy. 

Amended judgment this 8th day of July 1930. 


To Whom It Vay Concern 


I, Mrs. Margaret D. Surhan, was the common-law wife of the late Joseph D 
Surhan. 

I lived with him as his wife in Arkansas and in the State of New York 

Mr. Surhban and I had a child which was born dead Dr. William Sulliv: 
my physician. When Mr. Surhan called Dr. Sullivan he asked him to come and 
take care of ‘‘my wife who is having a baby.” 

In the District Court for the Western District of N 
established that [ was the common-law wife of Joseph D. Surhan ¢ ¥ 
entitled to his war-risk insurances The Veterans’ Administration decided that 
a common-law relationship had not been established and refused to grant me a 
widow’s pension At the trial, my attorney established my common-law marriag 
to Joseph D. Surhan by various papers signed by M ledgin 
relationship of husband and wife and by the testimony of several outstal 





r. Surhar 


Deo nee 


. 
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6 MRS. MARGARET D. SURHAN 


Dunkirk, N. Y., that we had lived together for many years prior to 


citizens of 
as husband and wife. Dr 


Mr. Surhan’s death and were commonly known 
Sullivan, who attended me when the baby was born, testified in mv behalf 
MARGARET DD. SURHAN, 

Box 97, Dunkirk, N.Y. 


STaTE OF NEW YORK, 
County of ( ‘hautauqua, 8s: 
says that she is the person named in 


Margaret D. Surhan, being duly sworn, 
the foregoing instrument, and that every statement or thing contained therein is 
true 

MARGARET D. SURHAN. 

Subscribed and sworn to before me this 16th day of July 1951. 

FLORENCE T, Rornu, 
Votary Pubic in and for the State of New York, residing in Chauta qua 


County. 
\lv commission expires March 30, 1952 (No. 1529). 


O 
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A: C. ISRAEL COMMODITY CoO.. IN¢ 
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JuxE 19, 1952 Committed to the Commit rf \\ 


to be printed 


Mr. Fine, from the Committee on the Judiciary 


following 


REPORT 


[To accompal H. R. 207 


The Committee on the Judiciary, to whom was refer 
(H. R. 2075) for the relief of the A. C. Israel Commodity 
having considered the same, report favorably thereon with : 


ment and reco.wmend that the bill do pas 
The amendment is as follows: 


Page l, line 6, alter Ne eee Od strixe Oul the Conn 


in lieu thereof a period. Strike out everything in lines 7 a1 
9 down to and including the period. 


The purpose of the proposed legislation is to pay to th 


Commodity Co., Inc., of New York, N. Y., $7,582.57, in full 


of all claims against the United States for retmbursen 


amount paid, under protest, by such company on Di 
1945, as damages for alleged violation, in connection 
by such company of imported chocolate bars, of p 
established by the Office of Price Administration 


STATEMENT OF FACTS 


The secretary of ( ‘ommmerce and thi 1) partment ol a ist 


reports, recommended enactment of this bill. Their 

detail the history of the proposed legislation \fter 
sideration, the committee CONCUTS in the recomMiDperne 

these departments, The reports are as lollows 


REPORT 


No 2205 


i the bill 
( jae Tie 
l i? Lire! i- 
L ahd imsert 
aS, an ne 





a.) 4 ISRAEL COMMODITY CO., IN¢ 


DEPARTMENT OF JUSTICE, 
OrricE OF THE Deputy ATTORNEY GENERAL, 
Washinaton. November §. 196 





Hon. EMANUEL CELLE! 


My Dear Mr. CuatkMaANn: This is in response to vour request for t! ews 
the Department of Justice concerning the bill (H. R. 2075) for the relief of the 


\. C. Isreal Commodity Co., Ine 











The bill would provide for pavine of the sur of $7.582.57 1s interest an 
such sum at the rate of 6 percent per annum for the period beginning December 13, 
1945, and ending on the date of enactment of the bill, to the A. ¢ Israel Com 
modity Co., | New York, N. Y., in full settlemer ull claims against the 
United States for reimbursement for the amount pai inder protes by ch 
ompany on December 13, 1945, as damaves for an alleged violatio1 in connection 
with the sale of imported chocolate bars, of price regulations established by the 
Office of Pr Cc Administrat ol 

[In compliance with your request, a report was obtained from the Department 
of Commerce concerning is legislation According to that report, which is 
nelosed that ageney ha ited a photostated record which verifies the fact that 
oa ti) juestion as damages to the OPA It states 


een a technical 


e i that the company was 


rr the particular chocloate bars, and fearing loss 














! . ame price which had previously been set for an 
eal l Subsequentiv, a price wa et W Was 
SCVC! the sale price, and the company was held to be it 
\ iat n of the re ia O! 
Although the statute of itations had run on a large part of the Government’s 
claim, the company was subject to considerable pressure due to the fact that the 
reatened litigation would tie up commercial credit until it was resolved and 
would also cause ¢ sick mbarrassment to the company’s president who w¢ 
serving a dollar-a-vear emplovee of the Agriculture Department \ suit 
ins itec Dv the ce pat tO asser ts claim was filed | ler the Tucker Act and 
was opposed by the Department of Justice on jurisdictional grounds. The 
yepartment of Commerce stated that, in view of the apparent substantiation of 
the claim iv ‘ ould inter ‘tion to enactment of the bill 
From tt i in thi ’ \ that there are equiti favor of 
claimant. However, it is the policy of the Department of Justice to lool 
lisappr al upon bi which provide tor payment of mterest pon Claim 
ire lega meoll tible and w fh Cal ot be said to be lebts against the 
(rover l ! ne da >< \ 1é the bills pre viding for their pa ent are 
acted 
I ew of this, the Depa of Justice would have objection to enact 
t of the | t should be amended so as to delete therefrom a reference 
p rhc { f teres 
| i) Cl¢ of the Burea ( the Budget has advised t ~ fice 1 it there 


THE SECRETARY OF COMMERCI 


Devariment of Justice, Washinaten £5. D. ( 


Dear Mr. ArroRNEY GENERAL: This will reply to vour letter of February 9 


. ’ 

1951, requesting the views of the Department concerning H. R. 2075, for the 
relief of A. ( Israel Commodity Co.. Ine. 

Phis ! 1 \ i ‘ Orize al d airect the secretar of the ire asury to pav to 


the A. C. Israel ¢ modityv, Ine., of New York, N. Y., the sum of $7,582.57 plus 
6 per t interest ] annum sinee December 13, 1945 his money would be 


im f settle ( t 1a ciaim ot t company tor reimburseme t of the money 

aid December 13, 1945, as damages for alleged violation of 
price I iblished by the Office of Price Administratio 

As yi I Os the files of the OPA were destroved with the consent of 

( I I i cA la p ostated reeord ] nes tt fact that 























A. C. ISRAEL COMMODITY 0 \ 3 
the supyec? COMpPerry did PA S7 782 77 () } 
extent of t! LNIOrMatIOn AaValay ro i 
case files in the Department of J Ls We 
of the attornevs familiar with the case, 1 i \ ( 
ably has an equitable claim. 
The violation in question appears to have be 
company Was unable to secure a price ruling I i a 
fearing loss by spoilage, sold them for the same ( 
set for an earlier stock of similar merchandis« s i ‘ 
which was several cents lower per unit than the ul 
held to be in violation of the regulati It furtl irs ‘ 
statute of limitations had run on a large part of e Gove ‘ 
company Was > ibject to considerable pressure d e fs , 
litigation would tie up commercial credit unt t was resolved a ‘ 
considerable en sment to tl COMPpal pre if ! 
dollar-a-vear ¢1 of the Agi ture Depa A la 
the subject company to assert its claim was filed undet e Tu r A 
opposed by the Justice Department On Jurisdict ry as 
In view of © apparent substantiation of the ‘ a » 1 ) i t 
of | mie! iid interpose no obj ( ( I 207 
Sincere ours 
Wo : 
f ( 
Re ¢ iM ¢ A.C. Israket Commo ( ~ \ 
l ri SIA ~ ys? | 
ind the ear a f A. ( ( 
New Yo N. Y., engage 
r ’ ate ’ 
Office of Price Administration at 17 cent ‘ 
then General Maximum Price Regula } Price R 
Lio! Va th ‘ | rovernit re i t 
On Septeml LO, O44. effec Ser } ) \ 
Maximum Import Price Regulati { { | 
importers of food commodit were required 
port Section of the OPA, w DY 
fixed for all imported food commoditic 
Immediately after the effective date of tl a israel ¢ 
Co., Ine., prepared and filed such an application for emainder of e cola 
bars which it had on hand \fter waiting 30 da tor ul a ol ap! De 
ipon the application which it had filed, A. ¢ isra , 
to Washington and appealed to the Chief of e Import Seet for the a ova 
of a price, so that the merchandise which was ! anger of sy] we { 
be dis} osed of Unfortunately, however, no order f ( ‘ ‘ 
Therefore, in the latter part of November ar 1) ( fF 1944. A. ¢ ra 
Commodity Co., Ine., finding that e chocol: re in imminent danger of 
spoilage, sold them at the price of 17 c¢ per ‘ rice ‘ 
been previously authorized to sell at under the f the Cr il Ma 
Price Regulation 
Thereafter, and after the chocclat: urs had heer 1 he OPA on Ja ul 
15, 1945, issued an order fixing a price for the ute bars ver than that a 
which they were sold On February 8, 1945, A. C. Israel ¢ modity ¢ Ir 


filed a protest to the order fixing the lower price pursuant the rules and recu 
tions of the OPA As a result of 1 protest ‘1 nferences wer j 





with the OPA and, no June nan ( ed ( re 
order raising the price to an hicher tl had be pre 
ously fixed but the price was still lower than 1 h the bars had bee 
sold \ further protest was 1 XN M5 as : } 
ment was made to the orde the ! 
amount previously fixed, but leavine the f 
the hoec lete bers had been previ ] } 4 \ ( ( 
( Fina ty nt OP: reer ¢ ry) 

T urit he penten f these pr 1) I’ 





4 A. C. ISRAEL COMMODITY CO., INC. 


ment of an action against the A. C. Israel Commodity Co., Inc., unless treble 
damages were paid. The damages were to be computed as the difference bet ween 
the price fixed in the order in effect on November 15, 1945, and the amount of 
17 cents per chocolate bar, at which price the bars had been s ld 

Mr. Nathaniel R. Kaplan, of the firm of Tenzer, Greenblatt, Fallon & Kaplan, 
of 1501 Broadway, New York, N. Y., as counsel of A.C. Isracl Commodity C 


Inc., discussed the matter with the Enforcement Division, and pointed out that 





a protest had been filed to the order then pending, and that it would be mani 
festly unfair for a suit to be commenced by the Enforcement Division to collect 
treble damages during he pendency of the eXisting protest, and prior to the 
time that a final order would be issved in t! is metter 

He furtner pointed o.t that sue) a suiv wo resil, in irr par: Lo 
the name and reputation of his client, and that in view of the fact that one Division 
of the OPA, namely, the Review Division, was handling the protest, the Enforce 
ment Division should not take action until the protest had been acted upon 
The Enforcement Division was cooperative to the extent that they wit! eld 
action for a considerable period of time but finally informed Mr. Kaplan that they 
could not withhold action any longer unless they were requested to do so by the 
Division handling the protest Thereupon, the Review Division was requested 
to instruct the Enforcement Division to withhold action until the protest was 
determined It is important to note that the original protest referred to was 
filed on February 8, 1945, and the above conversations took piace in September, 
October, November and December of 1945 The Review Division, however, 
disclaimed any ability to control the actions of the Enforcement Division, and 


refused to take any action to withhold proceedings by the Knforcement Division 

Finally, in the early part of December 1945, the Enforcement Division stated 
that unless the sum of $7,582.57 was paid by A. C. Israel Commodity Co., Inc., 
suit would be instituted immediately against it. Again, a protest was made that 
irreparable harm would be caused to the corporation, due to the publicity attend- 
ant to the suit, but the Enforcement Division was deaf to all of our protestations 
and on December 13, 1945, A. C. Israel Commodity Co., Inc., paid under protest 
the sum of $7,582.57, by check payable to the order of the Treasurer of the 
United States, together with a letter of protest, a copy of which is annexed hereto 
as exhibit A. 

Thereafter, and on October 31, 1946, the Review Division of the OPA made 
its report and recommendation to the Administrator determining the protest of 
A. C. Israel Commodity Co., Inc., and upholding its contentions that it had not 
violated any OPA regulations. The exact language of the report is as follows 

“We therefore recommend that the protest be granted to the extent of recogniz- 
ing that protestant’s sales to wholesalers during the period following September 
11, 1944, were at prices not in excess of its maximum allowable prices for such 
sales under valid regulation.” 

This recommendation was given to the Administrator and on April 17, 1947, the 
Administrator, in his opinion, said the following 


The Board recommended that the protest be granted. If there were any 
present vitality to this protest, the Administrator would adopt the report and 


recommendation of the Board, and enter an order granting the protest, issued 
April 17, 1947, Philip B. Fleming, Temporary Controls Administrator.”’ 
Predicated upon this determination by the Review Division, it is obvious that 


the Enforcement Division had no right to require A. C. Israel Commodity Cc 
Ine., to pay any damages to the Office of Price Administration, and had no right 


to threaten a lawsuit, as a result of which these damages were paid, in order that 
the name and r plutation of A. C. Israel Commodity Co Inc., would not be 
harmed It is also pertinent to know at this point that these damages were paid, 
despite the fact that the statute of limitations had run on any suit which might 
have been brought by the Enforcement Division, and were paid solely to protect 
the corporation’s name and reputation 

A request was made for a return of the damages which had been illegally 
collected by the Enforcement Division, but the Comptroller General’s office refused 
to recognize the claim Thereupon, suit was filed against the United States of 
America by A. C. Israel Commodity Co., Inec., in the District Court of the United 
States, Southern District of New York, and bears Civil Action No. 46-622 

Numerous conferences were had with regard to this suit with Karle N. Bishopp, 
E’sq., assistant United States attorney, and Mr. Floyd Cook, of the Criminal 
Division of the Attorney General’s office. During these conferences both at- 
torneys for the United States indicated to Nathaniel R. Kaplan and Herbert 
Berman, of the firm of Tenzer, Greenblatt, Fallon & Kaplan, Esqs., 1501 Broad- 








A. C. ISRAEL COMMODITY CO., INC. o 


way, New York, N. Y., counsel for A. C. Israel Commodity Co., Inc., that they 
thought the claim of the plaintiff in the action which had been brou 
meritorious and should be recognized However, they said that because of 
fact that the suit brought by the plaintiff in the district court involved a juri 


dictional question, which was not connected with the merits of the case é 
would not be able to settle this matter by permitting a judgment to be entered 
against the United States. The reason given was that if i al 

was settled adversely to the claim of the United States, it would open the door for 
millions of dollars of suits against the United States Governn t, wl vould be 
entirely different in nature from that brought by the plaintit! 

For this reason it was suggested by Mr. Bishopp and Mr. Cook that the pla 
tiff have a bill introduced in Congress to tain a ref l of the $7,582.57 whicel 
plaintiff paid under protest, and that said proposed bi he ibmitted to the 
Justice Department in normal course, would be approved by that Department 
In that manner the plaintiff would obtain justice and there wi i be risk of 
the United States Government being liable for n . 3 ar <traneous 
Cialis 

Therefore, it is respectfully submitted that a \ i 


i ; ‘ 4 | Lisii 
of the A, C. Israel Commodity Co., Ine., in the sum of $7,582.57 ntere 





Ikexuipir A 
TENZER, GR 
OFFICE OF PRICE ADMINISTRATION, 
350 Fifth Avenue, New York, N. Y. ° 
Attention: Mr. Harry Pfeffer.) Re A. C. Israe! Cor odity ¢ 
Drank Mr. Prerrer: At our conference of even date vou advised me that the 





sum of $7,582.57 must be paid as single damages by the A. ©. Israel Commodity 
Co., Ine., bv reason of its sales of Aguila bars, and that CVE f ri i ( 
thereof suit for treble damages and for injunctive rehef \ tituted 
with During the course of this conference you advised me f t pav: 
if made, would be without prejudice to the rights of thy i to proceed 
under its protest Docket No. MII 1 P filed with the Ad trator f the Office 
of Price Administration on February 8, 1945 
Accordingly, we herewith transmit to vou our check No. 3678 to the order of 
the Treasurer of the United States in the sum of 87,582.57 © am which vou 
have claimed to be due to the Administrator of the Offiee of Price Administrat 
This payment is made without prejudice to the right of the A. C. Israel ¢ 
modity Co., Ine., to proceed under its protest filed Februa 8, 1945 th t 


Administrator of the Office of Price Admit tratiol Washingt 1), ( and 
bearing Docket No. MIL-4-P. We further protest pavment of such damages on 
the ground that in our opinion the A, C, Israel Cor lity ¢ lid not 
violate any OPA regulation and the payment is made solely by reason of the 
threatened suit which would seriously impair our ent ame a reputatio 
in the trade 

Very truly vours, 
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ROBERT E. ROBINSON AND GERALD L. HARRIS 


JuNE 19, 1952.—Committed to the ( WI | ed 


Mr. Mitter of New York, from the Committee on the J ry, 
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2 ROBERT E. ROBINSON AND GERALD L. HARRIS 


THe SECRETARY OF COMMERCE, 
Washington 25, D. C., February 19, 1952 





Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Re presentatives, Washington, i. 

DrarR Mr. CHarrRMAN: This letter is in further reply to vour request of January 
31, 1951, for comments on H. R. 2171, a bill for the relief of Robert I. Robinson 

Information available from the files of the Weather Bureau reveals that Mr 
fobinson suffered a loss of property of the value and in the manner described 
in the bill 

It appears that a final decree was issued on December 13, 1949, in Admiralty 
Petition No. 15344 by the District Court of the United States for the Western 
District of Washington, Northern Division. In the decree, the United States of 
America, the Alaska Railroad is forever exempt, exonerated, and discharged 
from anv and all liability for loss, destruction, damage, or injury resulting from 
the stranding and total loss of Barge ARR No. 738 and her cargo which included 
the loss of Mr. Robinson’s property 

In this instanee, the Government is involved in two separate capacities, i. e. 
as a barge owner and as a shipper of the goods which were lost. In the firs 
capacity it has been exonerated from any and all liability and in the second 
it does 1 ot, aS @&a matter of policy, Insure the goods il ships 

The Depart m« nt of Commerce believes that under the circumstances of this 
case Mr. Robinson should be reimbursed for his loss, and, therefore, we recom- 
mend favorable action on this measure. 

We invite the attention of your committee to the fact that Gerald L. Harris, 
also an emplovee of the Weather Bureau, lost household goods of the value of 








$450, which goods were shipped under similar circumstances and lost in the sinking 
of the same barge. We recommend that your committee give cot sideration to 
the granting of similar relief for Mr. Harris. 

We are advised by the Bureau of the Budget that it would interpose no objec- 
tion to the submission of this report If we can be of further assistance in this 
matter please call upon us 

Sincerely yours, 
rHos. W. S. Davis, 
Acting Secreta 


/ of Commerce 


AFFIDAVIT OF Ropertr E. ROBINSON 


STATE OF CALIFORNIA, 
County of Los Angeles 


1. . . 
It iIndersigned, Robert ] Robinson, does hereby attest that the enclosed are 
true copies of letter stating the conditions inder which personal household goods 


were s lipped from me attle, W ash . vo Anch rage, Alaska, VIAa barge No. 738 under 
Government bill of lading No. CW B-7S8S8668 
That the attached list of personal effects lost on said barge No. 738 and the 
cost of said items is true to the best of his knowledge and belief. 
Ropert FE. Ropinson, 
Subseribed and sworn to before me this 10th day of March 1952. 


[SEAL] ReGina F. Ryan, 
Notary P h in and for the County of Los 1 ng es, State of €% forntvda, 


My commission expires January 1, 1955. 
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No. 738 in November 1948 
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Mr. Jonas, from the Committee on the Judiciary, submitted the 
following 


LEPORT 
[To accompany H. R. 2181] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2181) for the relief of Trust Association of H. Kempner, having 
considered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Page 3, line 3, after the period 


» Insert: 


Provided, That such payment shall not be made unless it leaves such war clain 
fund in a position to discharge all payments therefrom authorized and directed to 
be paid under the War Claims Act of 1948. 

The purpose of the proposed legislation is to confer jurisdiction 
upon the United States Court of Claims to hear the claims of the Trust 
Association of H. Kempner, of Galveston, Tex., against the Govern- 
ment of Germany and nationals of Germany for reimbursement for 
losses alleged to have been sustained as a result of the sale of certain 
cotton by such trust association to certain mills in Germany and to 
determine the total of the various amounts wrongfully paid out of the 
trust of Germann & Co. while its property was being administered by 
the Alien Property Custodian. 











bo 


TRUST ASSOCIATION OF H. KEMPNER 
STATEMENT OF FACTS 


The subcommittee held hearings on this bill, and after careful con- 
sideration, it was the opinion of the committee that this claim should 
be referred to the Court of Claims. 

The bill wes favorably reported by the committee and was carried 
over on the Private Calendar by unanimous consent on June 3, 1952. 
On June 10, by unanimous consent, the bill was recommitted to the 
committee for further study of a proposed amendment. The bill has 
been amended! accordingly. 

The facts are given in a memorandum submitted in the support of 
this bill in the Eightyv-second Congress, which is appended hereto and 
made a part of this bill. 





[H. Rept. No. 1947, 82d Cong., 2d sess.] 


The subcommittee held hearings on this bill, and after careful 
consideration, it was the opinion of the committee that this claim 
should be referred to the Court of Claims. 

The facts are given in a memorandum submitted in the support of 
this bill in the Eighty-first Congress, which is appended hereto and 
made a part of this bill. 

DEPARTMENT OF JUSTICE, 
Orricr OF THE Deputy ArrorNiy GENERAL, 
Washington, February 19, 1951, 
Iton. EMANUEL CELLER, 
Cha man, Commitlee on the J wiciar /, 
House of Rep esentatives, Washington, D. C. 

My Drar Mr. CnrartrmMan: This is in response to vour request for the views of 
the Department of Justice relative to the bill (H. R. 2181) for the relief of the 
Trust Association of H. Kempner. 

The bill would confer jurisdiction upon the Court of Claims to determine the 
losses sustained by the Trust Association of H. Kempner, of Galveston, Tex., 
as a result of the sale of cotton by that firm to certain mills in Germany during the 
vears 1923 and 1924, and to determine the amount of funds “wrongfully” paid 
out of the trust account of Germann & Co. by the Alien Property Custodian 
following the seizure of that company by the Alien Property Custodian during 
World War I, The bill would also direct the Secretary of the Treasury to credit 
the Germann & Co. trust account with the amount found by the Court of Claims 
to have been “wrongfully” paid out of the trust and to charge the amount against 
the war claims fund, created by section 13 of the War Claims Act of 1948, or from 
any funds or property of the Government of Germany “or of nationals of Ger- 
many’’, which are now or may hereafter come into the possession of or under the 
control of the United States Government. A further provision of the bill would 
provide for the payment of the sum so credited to the trust account of Germann & 
Co. to the Trust Association of H. Kempner in the amount of the losses found by 
the Court of Claims to have been suffered by the last-mentioned company and 
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for an assignment by the H. Kempner association of all claims against the Gert 
Government or German nationals arising out of its cotton sales during 1923 : 
1924 to the account of Germann & Co. 

There appears to be no connection between the claim of the H. Kempner 
association for losses sustained in its dealings with German cotton mills in 1923 
and 1924 and the claim of Germann & Co. for damages allegedly suffered because 
of the acts of the Alien Property Custodian during World War I. Although the 

















bill purports to enable the Germann «& Co, trust account to recov he damages 
alleged to have been suffered, the amount so determined would be paid to the 
H. Kempner trust association. By this coupling of claims the H. Kempner asso- 
ciation would recoup losses suffered by it in 1923 and 1924 out of funds specially 
reserved for the payment of war damage claims 

Enactment of the bill which provides for payment from the war claims fund 
would serve to accord to this claim unjustified priority over claims for war damage 
arising from World War II. The War Claims Act of 1948 (62 Stat. 1240), author- 
ized establishment of a War Claims Commission to studv compensati f 
damage to American nationals. It also authorized payin f compensa ) 
certain American nationals who suffered damage as a r 
during internment or imprisonment by enemy natio a expenses a Lwal 
of the War Claims Commission and the compensation to internees and prisoner: 
of war are all payable from the war claims fund established pursuant to seetion 13 
of the act which consists of the proceeds of enemy property seized during World 
War II. Presumably the later awards of the Commission will be made payat 


from this fund. 
Any payment by the United States to the Trust Association of H. Kempner 
for its losses incurred in peacetime trading in a foreign country would cor 


a departure from the existing policy of the Government. Moreover, as a prece- 
dent it would invite a tremendous number of similar requests for compensation 
by other traders and investors who suffered losses by reason of the dislocation 


ower the Court 


of the German economy after World War I. The bill fails to emp 
of Claims to entertain evidence of any compensation received by claimant « 
account of the losses incurred and it does not authorize that court to entert 
any evidence concerning the existence of leg: : which might execu 
bility for the losses. A similar measure which differed from the instant bill 
only in the source from which the funds would be originally derived was disap- 
proved by the President on August 10, 1948. 








For the reasons hereinbefore stated, the Department of Ju ible to 
recommend enactment of the bill. 

The Director of the Bureau of the Budget has advised this Department ut 
there would be no objection to the submission of this report since enactm«¢ of 


the legislation would not be in accord with the program of the President 
Yours sincerely, 
Pi YTON I ORD, 
De P Aly Alttorne j Gene al, 
Marcu 8, 1951. 
Memo prepared by Harold G. Aron re H. R. 2181 in behalf of Trust Associat 
of H. Kempner. 

This is as brief a summary as I can give you to date, My study of your cla 
when you came to me in 1944 resulted in my drafting a bill which Senator ( 
nally, after interrogating me closely as to its justice and the soundne f its | 
and facts, introduced 8. 1948, Seventy-eighth Congress, second session. Thi 
bill was referred to the Finance Committee and I told you at the tiny 


1On 
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to my respect for him as a lawyer, I would stand or fall and stake your case on 
Senator George’s opinion of the merits of the bill. He accorded me most of one 
afternoon in discussing it. In the Seventy-ninth Congress, second session, Senator 
George appointed a subcommittee to consider the bill, reintroduced in the Seventy- 
ninth Congress by Senator Connally as 8. 334. The subcommittee, consisting of 
Senator Walsh, Senator Byrd, and Senator La Follette heard me in support of 
the bill and unanimously approved it, as did the Finance Committee, the United 
States Senate, the Foreign Affairs Committee of the House, and the House of 
Representatives. The bill was opposed throughout by the Department of State, 
the Department of Justice, and the Treasury Department. 

Despite its unanimous approval by the legislative branch, President Truman 
vetoed it on August 10, 1946. His message of disapproval was totally erroneous 
in reasoning and completely unsound in law. I later learned that it was prepared 
by a youthful minor employee of the Department of Justice and went to the 
President without the knowledge of the Attorney General, then Mr. Justice Clark. 
One vear later, the German special deposit account in the Treasury of the United 
States, out of which your claim would have been paid, after being proved in the 
Court of Claims, was cleaned out by legislation introduced in the closing days of 
the session on behalf the so-called sabotage claimants and award holders of the 
Mixed Claims Commission consisting of the wealthiest and most powerful corpora- 
tions in the country. 

Senator Connally reintroduced the bill in the Eightieth Congress, first session, 
8. 247; again in the Eighty-first Congress, first session, 8.1072. It went to the 
Judiciary Committee, by force of the Reorganization Act and a subcommittee 
was appointed under the chairmanship of Senator O’Conor but official duties 
took him abroad and he was unable to complete his study of the bill or to hold 
any hearings thereon. A new chairman, Senator Withers, was appointed, who 
held an all day hearing attended by Senator Connally and Senator Lyndon 
Johnson, at which you were present, as were representatives of the Department of 
Justice and at which both you and I testified under oath. Senator Kefauver, 
because of his crime investigation, and Senator Donnell, because of his campaign, 
the other members of the committee, did not attend. Senator Withers refused to 
act alone and then resigned from the Senate. This was late in the session but 
Senator McCarran responded to my request and reappointed Senator O’Conor 
as chairman and I am informed that he was prepared to report at the last meeting 
of the session of the Judiciary Committee but your bill was too far down on the 
calendar to be reached 

To avoid a similar jam, we decided to introduce the bill in the House, which 
was done by Congressman Clark W. Thompson, as H. R. 2181, Eighty-secona 
Congress, first session. It is now referred to the Subcommittee No. 3 which has 
jurisdiction over claims referred to the Judiciary Committee of the House and is 
waiting hearing. 

The Depar tnent of Justice has, in response to the customary request from the 
Judiciary Com mittee, which is made as to all bills, filed a restatement of the same 
objections it has made throughout the 7 vears’ history of the matter, all of which 
have been answered time and time again by bri memoranda, hearings, and 
arguments. 

Because there is no longer a German special deposit account, for reasons previ- 
ously stated, out of which the vetoed bill directed payment of your claim to be 
made, when and if established to tne satisfaction of the United States Court of 
Claims, the grounds of the Presideat’s veto no longer exist, whether they were 
sound or unsound at the time. 

Payment under the pending bill will be made out of the war claims fund, con- 
sisting only of German seized enemy property, which fund under the War Claims 
Act is put at the sole disposal of the Congress. While, under this legislation, 
the President has the power to interfere with what the Congress does with the 
fund, it seems quite clear that the Department of Justice is egregiously wrong in 
contending that the policy of the executive branch is controlling on the Congress 
in the disposition of funds placed by law at its sole disposal. Such a position is 
in direct conflict with that taken by Mr. Hull, as Secretary of State, when called 
upon to deal with a quite similar situation and stated ‘‘whether such legislation 
should be enacted is one of legislative policy.”” Congress passed the measure and 
President Roosevelt approved it. 

It should be noted that vour will cannot possibly take anvthing out of the 
United States Treasury or from the taxpaver money vour claim wher proved 


in the Court of Claims, if the bill again passes, will be payable only out of German 
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funds, against which no other claim presently « n | f of nee 
any payment to you could and would come on! it of Is] in 
: 
f 


the war claims fund after payment in full of all claims made under the War Claims 
Act. 


rHE PURPOSE OF THE BILL AND THE FACTIt 


IS ADDRESSED 
The counterpart of this bill, since however amended becausi 
of the War Claims Act of 1948 and Publie Law 375 | \ 
removed the grounds of the President’s veto of ‘ irlie! \ 6 
Was first introduced in 1944 by Senator Conna e Sey ( 
vhich passed it without objection and al 
At that time a ted met { is ( 
f Senate and r to the Foreign A ( 
we shall hereinafter refer to as the v 
ynclu 1On, 
LR 1 
Phe b li based ) | propo rT) ft ( ° 
Or the | I Cd STA »> aca \ { 
ol equity by avoiding any confiscats 
would a court of chancery, to lo s suifered i 
through either extraordinary war measures I i I ter 
foreign nations : 
For many centuries courts of equity ha 
presented by this bill, where innoe 
losses through no fault of their own; where ther I { f] nt a ts t n- 
demnify all such losses; where prioriti 
must be established; and where, in general, 1 rt t | had \ i to 
the King’s conscience’ because the law failed to p1 adequate remedy 









Oo! Was too infle xible to do jus we, 
As shown by the foregoing report of the For R ns ¢ 
the rationale of t} policy of the United Sta \ { l pre- 








and dc é i 
ment, inthe indispu > control of the ¢ I S ry 
of the Treasury of tl nited States monevs of Ger i? ! t I the 


terms of the Treatv of Peace with Germany after t ir, bsequent agree- 
ment between the United States and Germany a! € Congr *h as 
the Trading With the Enemy Act of 1917, the Set t of the War Clair Act 
of 1928, and the Harrison resolution of 1934 (Pul R \ 53 
As to these moneys, the United States s f 
the Secretary of the Treasury, the Attorney G and the Ali 
( 





Custodian. As to these moneys, the Congr n f po on of ac! 
or court of equity 

Under the proposed bill, the Congress is called upon to deal witt 
in which, on the one hand, reputable citizens of the United States, cor 
the Trust Association of H. Kempner, have been cheated and defra 


{ 
large amounts by act of or connived in by the Government of Germa 
other hand, it confronts the fact that, in the administration of a 
it was solely responsible, wrongs have been committed whereby hon 
man nationals have suffered large losses, which a private or corporat 
would be compelled to restore to the tr 

The task before the Congress, sitting as a cha r or irt of equity, is to do 
that which is found to be ‘‘ex aequo et bono’’. 

Neither of the wronged parties has any re Iirse against the governments 
involved. One has good claim 7 , F 
efforts extending over a quarter of a century, by e denial of justice in the Ge 
man courts. The other is barred, it will be said, theoretically | he Treaty of 
Peace with Germany, and, whether this be accurate, under present cond 
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is certain that practically the German national can never expect the United 
States government to appropriate its own money to make good the losses to the 
trust, from which the German national would long since have received 80 percent 
in cash, under the Settlement of War Claims Act. 

But there factually exists a means of doing, at least, partial justice to each in 
the existence of funds of German origin in the United States Treasury, to which 
neither the United States Government or any national thereof has any legal 
claim and as to which neither the German Government or any national thereof 
has today any legal or moral claims. 

It is, therefore respectfully submitted that the bill, S. 1943, does equity (1) by 
restoring to the trust of Germann & Co. out of these Boece funds, the moneys 
wrongfully taken from it, as that amount is established by common law evidence 
in the Court of Claims; (2) by paying out of the trust, thus made whole, an amount 
equal to 80 percent (in conformity with the Settlement of War Claims Act) of the 
— restored, to the Trust Association of H. Kempner; (3) upon the assign- 
ment by the Trust Association of H. Kempner to the trust of Gorme unn & Co. of 
all its claims against the German Government and German natior wt provided 
these claims of the Trust Association of H. Kempner are, to the satisfac tion of 
the Court of Claims, established in an amount equal to that which mona be paid 
to them out of the trust of Germann & Co., so that this German national might 
pursue such claims to judgment and recovery against the German Government 
and German nationals. 

The purpose of the bill is to rectify two violations of international law: one; 
suffered by the American citizen, Kempner, at the hands of the German Reich; 
the other by the German firm of Germann & Co. at the hands of the United 
States, both sequela of the First World War and both constituting actionable 
denial of justice by the respective sovereignties, as that term is defined and under- 
stood in long settled principles of international law. 

‘Denial of Justice may consist either of denial of access to the courts (Germann 
& Co.) or of injustice at their hands (Trust Association of H. Kempner).” 

Quoted (parenthetical matter ours) from Hackworth’s Digest of International 
Law —published by Department of State 1927. (See vol. 5, pp. 526 to 555.) 

The gist of the matter is summed up in the following paragraph from the report 
made by Senators Walsh, Byrd, and La Follette to the Finance Committee on 
July 19, 1916 (R ept. No. 1761): 

“Both of the concerns involved are of known integrity and international repute 
for over 50 years and have diligently for over 20 years, at great expense, pursued 
every possible action, by litigation and otherwise, to recover compensation for 
the injuries suffered by them, but without success. Three ambassadors and 
and numerous other ranking officials of our Foreign Service have intervened on 
behalf of the Kempner firm, but without success. The German concern unre- 
mittingly from 1922 to 1937 sought justice through the State Department, the 
Alien: Property Custodian, and the Department of Justice, but without success. 
Neither firm has any hope or possibility of restitution or even a modicum of 
justice, except through the provisions of this bill. In lengthy communications 
from the State Department over a period of 3 years as to the provisions of this 
bill, there are presented no cogent objections to its enactment. On the other 
hand, the bill seems to be within the principles of international law and equity, 
stated in the unanimous report of the Foreign Relations Committee (Rept. 
No. 1300, 76th Cong., 3d sess.) concurred in by Secretary of State Hull and 
enacted into law by the unanimous action of the Congress of the United States 
and ap »proved by President Roosevelt, and now Statute 54, 1341, Private Law 
509, Seventy-sixth Congress.” 

As to integrity and repute of the Kempner firm, the Congressional Record of 
this year on May 10 contained pertinent remarks of the junior Senator from 
Texas. As to the firm of Germann & Co., it will be found on historical research 
that they provisioned Admiral Dewey’s fleet just before the Battle of Manila 
and thereby substantially contributed to American victory. 

During the First World War, the extensive assets of Germann & Co. in the 
Philippine Islands were seized, as enemy property, and liquidated by the then 
Alien Property Custodian. In the process of liquidation, while in sole Govern- 
ment control, $971,640.03 disappeared, 30 years ago, by wrongful action of 
officials of the United States. 

At the end of the First World War, H. Kempner, an American concern of 
Galveston, Tex., following the then policy of the United States to aid in and 
encourage assistance in the rehabilitation of German industry, sold cotton to 
a group of German mills, on which it had suffered a loss of $1,237,272.57 as of 
December 31, 1928. 
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The financial and factual details of the Kempner claim are set forth at pages 
13 to 17 of the white book, previously referred to as submitted to the Finance 
Committee on September 14, 1944. This was supplemented, at the recent hear- 
ing, by the introduction of a letter signed by D. W. Kempner under date of 
January 19, 1950, giving more precise detail and by Mr. Kempner’s testimony 
before Senator Withers. [ 

The financial and factual details of the claim of Germann & Co. were furnished 
to the State Department and the Department of Justice in 1937, as summarized 
at pages 30 to 43 of the white book, in the form of a 50-page petition to tl 
Congress ‘“‘for reimbursement of moneys wrongfully taken from the trust fund 
known and designated by the Alien Property Custodian as Trust No. 50229.’’ 


A complete trial brief for the prosecution of their claim was furnished the Depart- 
ment of Justice, since, as a matter of law, the wrongdoing could not be pr cuted 
and recovery sought except in the name of the Alien Property Custodian, 


REASON FOR COMBINING THE CLAIMS IN ASKING RELIEF 


Neither Kempner nor their counsel have any financial interest in Germann & 
Co. or personal interest or expectation of reward from any benefits which may 
accrue to Germann & Co. under this bill. Such benefits would, as a matter of law, 
revert to the United States by virtue of the War Claims Act. Kempner and 
Germann & Co. are total strangers to each other and have never had any kind of 


connection or transaction with each other. 
The purpose of combining these two claims in a single bill is 
the Congress by a single measure, without cost to its taxpayers t 





injustices, for both of which the United States was responsible ngful 
depletion of the Germann & Co. assets while held in trust and the consequent 
failure of Germann & Co. to receive back 80 percent of this amount under the 


Settlement of War Claims Act of 1928; (6) the failure of the United States to take 
any effective action to prevent or rectify the German denial of justice to Ke 
in its costly effort to recover its losses in the German courts. 


THE EQUITIES OF THE BILI 


Nothing is more fundamental in international law of our times than that as to 
private property seized as a war measure the most scrupulous honesty and care 
is called for until its disposition has been determined. It is likewise fundamental 
that in dealing with the claims of nationals for private war losses, between nations 
there must be the most complete fidelity to the merits. It is historically the fact 
that there was not a single ground of criticism, much less claim of wrongdoing, in 
the handling of seized American property by the German Reich during the First 
World War. On our side, the one known departure from t} tandards of inter- 
national law and integrity was the administration of the seized assets of Germann 
& Co. as specifically shown on pages 39 and 40 of the white book. It is interesting 
in this connection to make note of the comments of the Comptroller General and 
to observe that had he then possessed the power r given to him, it is highly 
probable that Germann & Co. would have had their relief three decades ago, since 
on April 10, 1928 (C. 334—45 Stat. 413) (81 U.S. C. A., see. 236) Congress provided 


n thes 


that the Comptroller General had power whenever ‘“‘a claim or demand against the 
United States that may not lawfully be adjusted by the use of an appropriation 
theretofore made but which claim or demand in the judgment of the Comptroller 
General of the United States contains such elements as to be deserving of the con- 
sideration of the Congress” he ‘‘shall submit the same to Congress by a report 


containing the material facts and his recommendation thereon.’ 

As to the Kempner losses, the recorded facts, as set forth at pages 9 to 17 of the 
white book and in Mr. Kempner’s testimony before Senator Withers, make crystal 
clear how far short the United States fell in protecting its citizens in a laudable 
private attempt to support the policy of the Nation in the commercial and indus- 
trial reconstruction of Germany after the First World War. In this connection, it 
may be observed that any semblance of the protection the Government 
to establish in the so-called point 4 program was denied to the Ken rs, ! ‘ 
the State Department and its Foreign Service done their clear duty, this case woul 
not now be here, 27 vears later. 

In the very recent report of the War Claims Commission, just released to the 
public, the Commission (H. Doc. 580, Slst Cong., 2d sess.) cor 1 
words: 

“It has been suggested that with the amount of uncompensated war damage 
still unresolved, private capital will not go abroad in sufficient volume to meet the 
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demands of reconstruction economies until some guaranty is extended to cover 
loss as a result of war or revolution, loss through expropriation, exchange or depre- 
ciation or nationalization arising indirectly from political upheay al. 

The War Claims Commission discerns in this situation an urgent present need 
for the formalizing of a legislative program for resolving war damages. If it is 
reasonable to prepé ire in other ways for a war we hope will never come, it i is equally 
reasonable to plan and prepare stand- by war damage legislation that will aid 
ordering and ame a iting the devastation and chaos of wars as now conducted. 
If we ask American risk = il to forego the quick profits of i imperialistic ventures, 
then precedents must exist for the calculation of risk in long-term constructive, 
and more vulnerable investments. This is a most propitious time for creative 
legislative thinking and action for the regularization of war-damage compensation 
—for offenses against both person and property.” 





THE OPPOSITION T¢ THE BILL 


The veto message of the President on August 10, 1916 (( 1 Record 
August 12, 1946, p. A5251) was prepared by tl Depar t of 

id signed by the President, without any knowledge of its contents by the 

ey neral. now Ir co { irk It ws i ey I } t its 





veto of ti 
his veto on th 








States Tr y, out of which the Kempner claim, after its adj by the 
Claims, would have been paid under the vetoed bill, o1 ement? 
count is in the nature of a trust fund and was set up after 
his bill makes th 1 subject to a claim which apparently 


t 

l or property seized bi 
l which is alleged to have been ille lly paid out of t 
171,000 without interest. Thissum bea cl 
special deposit account and would be a most xe oTR r al 
allocated and earmarked for awardees by the ced 
There was later brought to the : 


the Alien Propert 






i it 
co 3s Co 


ttention of Senators Cor nally 














Byrd, La Follette, and Millikin, a memorandum filed in the State 

counsel for the holders of certain sabotage awards of the Mixed ( 

sion, United States and Germany, in support of the bill which am 

Law 375, a year after the Kempner bill was vetoed upon t} rrounds above quoted 
from ’s message of disapproval. This drained off the last dollar in 
the cial deposit account, about $10,000,000 in all, out of which pay- 
me! been made under the vetoed Kempner | lhe following is 
q! memorandum f mn wv t rounds ited in the 
Pi ige of disapproval 1 fro 








itute (Settleme ain { yf 192 no further DAV- 
ments can be made to United St: til certa prior payments have 
been made on claims of Germar ’ Kven if t stat rv dead- 
lock should be broken by the elimin: ‘ priority accorded by the 1928 act 
as to German nationals, the funds (in the German special account) then 
available for futi ayments on the awards would be limite about $225,000 
The Harrison resolution of 1934, however, also froze additional monevs from World 
War I otherwise pavable to German nationals estimated at present to be about 
$10,000,000. The German nationals from whom these latter monevs were withe- 


held have no vested right therein and the moneys may, as the Supreme Court has 
specifically held, be di posed by the Congress at its pleasure (Cu? ngs V. Deutsche 
Bank, 300 U.S. 115 (198 


Thus, by the di senna ce of the German special deposit from the Treasury 
of the I ited States is the result of P Law 375 in L947 he President’s 
o ctions on whi he vet 1 the 1946 Ik pner bi ul ren 1. The 
present bill omits any rence to the German special deposit account and pro- 


out of the war claims fund or other German 
ted States is or may become seized and possessed. In 
the drafting of the bill, it was assumed that, as a matter of law, any payment 
ler i bject to prior payment out of the war claims fund of 


t i 
¢ b tt : ‘ : Pe er .. 
those classes of claims already authorized to be paid under War Claims Act of 


| be mace 








“awe 
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1948, to prisoners of war et al. In order to make this unquestions ear, 
counsel for Kempners suggested at the hearing before Senator Withers that the 
bill be amended to make this explicit, although it already appears to | mt t 
in the bill as drafted. According to statements made at t ul Gove 
ment witnesses and contained in the report of the War ¢ Com p. 58 
there will remain upward of $40,000,000 in the war cla 

are satisfied under the War Claims Act of 1948 \ 

no one in the world has any claim, nor cat i I 

of the Conere as with the present b Section l3a of t War ¢ 
1948 specifically states, as to the war cla s fund t I { | 
moneys in such fund shall be available for eX] 1 


act or as may be provided hereafter bv the ¢ 


be “‘a departure from the ey 1) of the Government | 
three answers: T iter ti historically ac rat 0 ve 
of Mr. Adams is recall the Spanish T1 i 
poliey in Private Law 509, appr i bv President Ro velt and Mr. H 
hor is it correct as to tl \ int } of the Ut 
point 4 program now before the Senate, Finally as to this object ( 
of the United states unar ! 8) Ti’ 1 ( DWOLUuCY Oot the i 
principles of the present bill 1946 a it i { roper fun ( . 
tive branch of Government to dictate policies to the Congress 
The statesmanlike po ol f the executive departments as to me: r rf 
Government policy is embodied in the following telegram from Mr, Hull ¢ 
bill, which later became Priva Law 509, heretofore referred to; 


SD4 81 GOVT DL=SD WASHINGTON DC 4 150P 
HAROLD G ARON 
52 WILLIAM STREET=NYK 

FROM MOORE REFERENCE YOUR TELEGRAM NOVEMBER TWO 
REGARDING DRIER CLAIM IF APPROPRIATE LEGISLATION IS 
INTRODUCED IN CONGRESS DIRECTING SECRETARY OF THI 
TREASURY TO MAKE PAYMENT TO HER OUT OF GERMAN SPECIAL 
DEPOSIT ACCOUNT AND IF MATTER IS REFERRED TO THIS DE- 
PARTMENT FOR CONSIDERATION IT WILL FURNISH CONGRESS 
WITH ALL AVAILABLE INFORMATION AND JIT WILL NOT OPPOSI 
SUCH LEGISLATION BUT WILL TAKE THE POSITION THAT THI! 
QUESTION WHETHER SUCH LEGISLATION SHOULD BE ENACTED 
IS ONE OF LEGISLATIVE POLICY FOR DETERMINATION BY CON- 
GRESS 


= CORDELL HULL SECRETARY OF STATI 


invite a tremendous number of similar requ for pensation by ot raders 
and investors who suffered losses by dislocatior German ¢ my ter e 
World War.” We have repeatedly challenged the Department of Justice, as was 
done at the recent hearing, to conjure up even imagina elv a single clai which 
could be premised on the present bill or i ratio _ whieh is grounded in a 
denial of justice under international law a ym any curr re ms of 
foreign nations This is in lisp ttablv true not oniyv as to the Kemp er clain it 
also the German claim and no principle is better settled than that the denial of Jus 
tice to citizens and nationals of other countries a breach of international law 
While it is true that German curreney restrictions and manipulations after the 
Hitler regime came to power, so to speak, cemented the Kempner losses, this was 
vears after those losses were ffered and it perfectly clear that had the German 
Government not hindered, delayed, impeded, and denied justice to the Iwempners 
during those vears, long ibseque t curreney restrictions and manipulat of 
Nazi Germany would not have affected t mi ar ( {1 not have injured them. 
No lawver has to be t - Cc al } 
centuries ago, that it Is the proximate cau I which estat rie DAasis 


of liability. 

A third objection of the Department of J ties the a rtion that pr nal 
the awards for private war los Tered e Se 1 Wor War ‘‘w ; ide 
from the ar claims f | it of a 
the IKkempuers the amount found to be due them Dy the Court of Claims Not to 
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be facetious, this is a good trick if the Congress can do it. As shown by the very 
recent report of the War Claims Commission, there is no way of knowing how much 
such World War II claims for private war losses will amount to, and, if the recom- 
mendation of the War Claims Commission on this point is followed, this will not 
be known for another 3 to 5 years (p. 53). Such losses will certainly run into 
claims in the billions and the War Claims Commission is frank in saying that it 
is “idle to contemplate that more than a fraction of the cost of World War II 
and the claims arising out of it can be settled from enemy property now held or 
indemnities later recovered” (p. 60). 

Hence the objections of the Department of Justice are totally chimerical, violate 
settled principles of law and equity and disappear in a reductio ad absurdum. We 
confidently state, from something more than a casual knowledge of the subject, 
that no informed person will assert that enemy property plus recoverable indemni- 
ties will amount to 1 cent on the dollar for private war losses suffered by Ameri- 
can nationals in the Second World War. So if we grant any validity to the Depart- 
ment of Justice contention that if this bill is passed it will reduce pro tanto the 
amount in the war claims fund, this would, at most, as we figure it, make a differ- 
ence of approximately one twenty-five-hundredth of 1 percent to American nationals 
who suffered private war losses in World War II, assuming any legislation is ever 
passed making any provision for them. It is a rare kind of justice to be advocated 
by a department of that name to suggest that the beneficiaries of this bill, having 
waited for justice for more than a generation shall wait another generation or two, 
because of World War II—why not considering the state of international affairs 
suggest that they also wait until it is known whether there are to be claimants 
from a world war III? 

It is a long established maxim of the law that ‘“‘where the equities are equal 
priority in time will prevail.”’ In time and equity, the rights of the beneficiaries 
of this bill should be recognized and justice no longer postponed. ‘The interest 
losses alone on these claims run into the millions, 


THE LAW OF THE CASE AND PRECEDENTS FOR THIS BILL 


In the 6 years in which this bill, in one form or the other, has been before the 
Congress, remaining however unchanged in its legal rationale, no Government 
official or citizen, lawyer or layman, has challenged the power of the Congress 
to enact it. 

The enactment of Private Law 509 by the Seventy-ninth Congress, with the 
approval of President Roosevelt and Mr. Hull, furnishes adequate and recent 
precedent for the passage of this bill. The full report of the Foreign Relations 
Committee on that measure is printed at page 44 of the white book. It is of 
interest to note that in that case the wrongful act of the German Government 
occurred, as in the case of the Kempners, after World War I had ended in the 
armistice of 1918, which tends to vitiate the following comment of the veto message 
prepared for the President by the Department of Justice in August 1946: ‘‘ Under 
existing law, the Kempner Trust Association is ineligible as a claimant under the 
Trading With the Enemy Act, since its claim arose subsequent to October 6, 1917.” 


THE SAFEGUARDS OF THE BILL 


By no possible construction, if enacted, can this bill take a single dollar out of 
the United States Treasury that has come from the taxpayers of the United States. 

The Kempner losses must be proved by common law evidence to the satisfaction 
of the Court of Claims before they can recover a dollar, and, per contra, in the 
same Manner, must be determined the amounts wrongfully paid out of the trust 
of Germann & Co. while its seized properties were being administered by the 
Alien Property Custodian of the United States. 

S. 1072 should be promptly enacted. 

Respectfully submitted by— 

Haroip G. ARon, 
Counsel for the Trust Association of H. Kempner, 726 Jackson Place, 
Washington, D. C. 
Jury 5, 1950. 
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JUNE 19, 1952.—-Committed to the ¢ 


2 ( \\ I 
Mr. Lane, from the Committee on tl Pudiciary 
LOLWOW NEY 
> WD > 
REPORT 
[To aeco H. R. 2780 

The Committee on the Judiciary, to whom was ( 
(H. R. 2780) for the rehef of Clara Gabriel kaving considered tl 
Sane, report fave rably thereon without amend ] CCOM ITD 
that the bill do pass 

The purpose of this bill is to lift for Clara Gabriel } 3} Cols 
consideration of her just and meritoriou claim against th | ec 
States, because of her failure to file her claim within the time In 
There is nothing unusual about such a bill. Similar legisla S 
been enacted frequently by past Congresses nia ote! ESS 1) 
State legislatures. The bill does hot all mw the claim It merely 
gives the claimant the opportunity of filing her claim, whi s then 
determined upon the merits. It is just like giving party to 
litigation a day in court, Which is regarded as a cons oO} privilege 

S1 rTEMENTS OF FA(¢ s 

Clara Gabriel isa German national During the war ve irs she was 

of course, although persecuted herself nh enemy eb ands IE’ ) 


the Trading With the Knemy Act She had i sists r. The resa Crabriel 


who was an American citizen residing in the State of New Jersey 
Theresa Was possessed ol a small estate Clara Gabriel is how n 
elderly woman, 78 vears of age. Her occupation rouchout he 
life, has been that of a houseke: per and houseworker at th D shy 
houses and homes ol clergy men ot hie r faith B th the sisters pp i 
to have been devout communieants of the Roman Catholhie Cl 1} 

In 1944 Theresa Gebriel made e® will by which she bequeath hie 
estate to her only sister Clare, the perso 0 WO e tl post 
natural recipient of her bounty. Theresa G t at 
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the time she made her will her sister Clara came under the general 
ban of an enemy alien to whom no direct bequest could then take 
effect. Theresa, however, looked forward to the time when the war 
would be over and Clara would no longer be classed as an enemy. 
To take care of the interval during which the enemy-alien status of 
her sister Clara should continue, Theresa created a trust. The trustee 
an American) was to invest that trust in United States war bonds 
and was to keep it so invested until it was proper and possible for 
payment to be made to Clara Gabriel. Theresa directed the trustee 
to terminate the trust when it was considered desirable with regard 
to conditions arising from termination of the then state of war be- 
tween the United States and Germany. Theresa died shortly after 
the execution of her will, which was admitted to probate in the Essex 


a 


County Surrogate’s Court in the State of New Jersey about June 20, 
1944. Shortly thereafter the trustee set up a trust in xecordance 
with the will. The trust property was valued at $11,952.53. On 


February 27, 1946, the Alien Property Custodian proceeded to vest 


title in such property in himself. Shortly thereafter the property was 
actually delivered to the Alien Property Custodian, who now has it. 
Clara Gabriel’s claim to the funds is based on the fact that, as a 


persecuted person, she is recognized as an exception in the trading 


with the enemy law. That law justly permits sufferers from perse- 
eution to clanm such funds. She is a person who has suffered per- 
secution, especially when she was advanced in vears. Clara G ibriel 
lives in the French zone. To expect a woman situated as she was 


to have knowledge of her situation with respect to this matter and 
her need to file a claim within a certain time is hardly reasonable. 
During the war vears she was persecuted She was afraid of govern- 
ment officials and sought to remain anonymous. This was a natural 
state of mind after vears of suffering during the war and in consequence 
of the confusion in Germany unmediately after the war and even now. 


This woman, of course, was in a state of complete wWhnorance about 
our laws and had no place to go for friendly and proper advice. When 
she finally did learn of her rights, it was too late; her time to file a 
claim had expired only months before The Circumstances cal for 
considerate and humane treatment of her. The basis of her claim 


hist she Comes within section 32 i of the Trading With the 
Enemy Act in that she was substantially deprived of liberty by laws, 
1 


qdeerees, or reg lations of Germans whieh diserumiaated agaist the 
s denomination to whieh sh by longed it will, Ol course, 

be a matter for the Di partinent of Justice to determine thi validity 
her circumstances. All that the bill in question does is to grant 
her the opportut l V to present hye r ela In and remove the bar which 


save of time has created. 


DEPARTMENT OF JUSTICE, 
OrricE OF THE Deputy ATTORNEY GENURAL, 
Washington, June ok, 1951, 
Hon. EMANUEL CELLER, 
Cha rman, Committee on the Judiciar 'P 
House of Re presentalives, Washington, D. C 
My Drar Mr. CuarrmMan: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 2780) for the relief of 
Clara Gabriel. 
The bill eontains two sections. Section 1 would waive the limitation placed 


by section 33 of the Trading With the Enemy Act, as amended,(50 U. 5. C. 
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CLARA GABRIEL 


rHeE Marrer or H. R. 2780, ror rH 
RANDUM IN RepLy TO THE REPORT OF THE DEPARTMENT OF JUSTICI 





| The report raises two objections: 
Tha no Ypianatio has been offe red as to why t Was not possibie for 
(lara Crabriel tof a timely claim 


Phe answer is that she did not know of her rights and of e necessity for the 





< 





| 
) i 1 | r wa » be he f ‘ er oft ta- 
! R it whe he w is executed tl : Vas t \ an 
en enen estatrix carefu pr led i I eficial 
is (lara Gabri sller . iniged 
\ i utter ol pr CT might ive D i ! @s ves ! ( istee 
t he 1 of pronvert vhi ar eond r iired f the 
t und oy e | ed States \ coy f © 1 s annexed 
i. J a q it Clara Gabi be give ie needed legislation 
bta ‘ lera ( ( a eve f the pending | is approved, the 
f her clait st » De er! Lbvt Departme of Justices This bill 
o more than give her an opportunity of having the Departine of Justice 
| her right to us | hould have at right under the 
ces te - er tha I I » fe vert st tha res ilt, 
1. R. 2780 shoul rted 
Dated Mineola, N 1951 
kt pectTully subtl ted 


27 FRANKLIN AVENUE, MINEOLA, N. ¥ 


Last Witt AND TESTAMENT 


| Phere sa Grabmel. of the eity of Newark in the co nity of Kessex. State of New 
Jersey, being of sound and disposing mind, memory, and understanding, do hereby 
make, publish, and declare the following to be my last will and testament 

First, | hereby revoke all my prior wills 

Second, | direct my executrix to pay all my Just debts, the expenses of my 
funeral and of the administration of my estate and to pay $100 to the St. Peter’s 
Roman Catholic Chureh of Newark, N. J., for masses for the repose of my soul 

Third, I direct that all arrangements in connection with my funeral shall be 


ler the supervision and direction of my executrix, and I hereby give her full 
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HAROLD JOE DAVIS 


JUNE 19, 1952.—Committed to the Committee of the Who t{ 


Mr. Lane, from the Committee on the Judiciary, submitted 


following 


REPORT 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2972) for the relief of Harold Joe Davis, having considered th 
same, report favorably thereon with amendment and recommend that 
the bill do pass 

The amendment is as follows: 

Page 1, line 6, strike out $16,748", and insert ‘S10,000 

The purpose of the proposed legislation is to pay the sum of $10,000 


to Harold Joe Davis of Tulsa, Okla., in full setthement of all his 
claims against the United States arising out of the permanent injuries 
and expenses he sustained, as a civilian, while serving in line of duty 


under orders of the United States Navy as fire chief of the United 
States Naval Air Station, Dutch Harbor, Alaska, during 
attacks which occurred on June 3 and 4, 1942 


enemy all 


STATEMENT OF FACTS 


Letter dated May 17, 1951, addressed to the Honorable Emanuel 
Celler, chairman of the House Judiciary Committee, from Harold Joe 
Davis gives in detail the history of his injuries, together with numerous 
affidavits of witnesses who know of his service and injuries. Letters 
from officials of the United States Navy and one from former President 
Franklin D. Roosevelt, dated March 9, 1945, to Mr. Davis, testily 
to the merit of his claim and indicate a promise that special legislation 
would be enacted for lus relief. There is conflicting evidence as to 
whether or not Mr. Davis was an employee of the United St 
civilian employee coming within the jurisdiction of tl 
plovees’ Compensation Act. 













HAROLD JOE DAVIS 





In an affidavit dated January 25, 1952, signed by William N. 
Updegraff, rear admiral, United States Navy, retired, it is stated: 


From the dav of his arrival at the Naval Air Station, Dutch Harbor, Alaska, 
he Navy pr ice Mir Davis’ salary not the eontractor TI 1s | | 


) vke 

pert cleat Mr. Davis was our naval fire chief; he was injured by eM 

action while ting in obedience to military orders and was promised cot ‘ 
s by officers of the Navy. acting for the Government in t e of 


This is in direct conflict with the report of the secretary of Labor 
to the effect that Mr. Davis was a civilian employee. 

Now, as to his disability. On June 10, 1952, Dr. Fred D. Halladay, 
of Tulsa, Okla., Mr. Davis’ physician, wired the Honorable William 
G. Stigler, the author of the bill, the following telegram: 


Harold Joe Davis has spinal arthritis, sear tissue both lungs, hard tumors right 
arm, legs, back, impaired kidney function, high blood pressure, severe headaches 
from concussion; vision right eve poor. Have known Mr. Davis 20 vears; con- 
vineced injuries resulted from his experience suffered Dutch Harbor; injuries 
permanent 


Therefore, after careful consideration by the committee, it was its 
unanimous opinion that Mr. Davis should be compensated for his in- 
juries and expenses. It is recommended that the sum of $10,000 be 
paid him, and the bill is amended accordingly. 

Reports from the Navy and Labor Departments, together with 
other pertinent evidence, is attached hereto and made a part of this 
report. 

DEPARTMENT OF THE NAVY, 
Washington. D hee Vay Ss 1951. 
Hon. EManvuen CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C, 

My Dear Mr. Cuarrman: The bill (H. R. 2972) for the relief of Harold Joe 
Davis, was referred by your committee to the Department of the Navy with 
request for report thereon. 
The purpose of the bill is to authorize and direct the Secretary of the Treasury 
to pay to Harold Joe Davis of Tulsa, Okla., the sum of $16,748 “‘in full settlement 
of all claims of the said Harold Joe Dav is against the United States arising out of 
the permanent injuries he sustained, as a civilian, while serving in line of duty 
il der or 1 rs of the Unite d States Navy as fire chief of the Uy ited States Naval 
\ir Station, Dutch Harbor, Alaska, during enemy air attacks which occurred on 
June 3 and 4, 1942.” 

The records of the Department of the Navy disclose that the claimant named 

the bill WAS ©@! ploved by the Siems Drake Puget Sound Construction (0.. 





contractors nder contract NOv-3570, as a fire chief at the Naval Operating 
Base, Dutch Harbor, Alaska, for a monthly compensation of $250 plus time and 
a half for overtime over 48 hours a week. 

On June 3, 1942, about 6 o’clock in the morning, the Japanese bombed the 

val operating base. The base fire truck, with Chief Davis aboard, started for 
he Fort Mears side of the island, where the bombing appeared to be heaviest. 
in route, according to a report of June 6, 1942, by the safetv engineer of the con- 
tracting company, ““Two bombs lit, one on back edge of the fire truck.” The 
report states that Lhe CONCUSSIO1 from such bombs injured the right eardrum of 


Mr. Davis 





\ copy « epor enclosed. While it indicates no permanent disability, 
Mr. Davis by letter of December 27, 1949, furnished copies of certain statements 
by forn members of the fire department to which he was attached at Dutch 
Harhe sa Alaska fal j other certificates in support f his claim that his injuries 

permanent Copies of these statements and certificates and of the forward- 
Or ic ire enclosed for the cor ttee’s information 
\s Vir. Har | Da is not an employe f the I ted States a he time 
( 1 = ! } is not Ce ered b the provislo s of the | ed States 
Comy uti \ As a mplove Ht contractor 
ep Vi f the Defe Be = npel it} \ fA t 
6, 1941, a led (42 U.S. C. s 1651-1654 ich afforded en s- 
= ALA ANULY FU VAY IS 


Tuusa, OKxiA., January 12, 1943. 
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Tuusa, OKua., January 12, 1943. 
Loca Drarr Boarp, No. 4, 
105 Philtower Building, Tulsa, Okla. 

GENTLEMEN: This is to certify that on January 9, 1943, Mr. Harold Davis 
was in my office for an examination. Due to injuries received in action at Dutch 
Harbor, he is unable to do anv heavy work and is unfit for military services. 

Yours truly, 
Frep D. Hauuapay, D. O. 


Winuiam A, Wacker, M. D., November 8, 1945. 
Name: Harold Davis. 
Address: 4312 South 26. 
Nitroglycerine, grain, 1/100; 100 tablets. One tablet under tongue as needed. 


W. A. WALKER. 


ALHAMBRA SQUARE, TuLsa, OxKua. 
The bearer, Mr. Harold Davis, was examined by me the 28th day of October 
and find him suffering from the following symptoms: He is very unsteady on 
standing with eyes closed; right eve, no vision; left, poor, impaired by explosion 
injury. Some nerves from lumbar region; also some of nerves have been impaired 
from brachial plexus. This man might be able to work as a director but not 

manual labor. 
tespectfully, 
L. C. Presson, M. D. 


Ciatsop Post No. 12, AMertcan LEGION, 
Astoria, Oreg., Ne ple mber 22, 1949. 
To Whom It May Concern: 

I, Lawrence Weigel, of 13 Moffat Way, Astoria, Oreg., do solemnly swear and 
affirm that the following statement is true and correct, to the best of my knowl- 
edge and belief: 

During my employment with Siems-Drake Puget Sound Construction Co., at 
Dutch Harbor, Alaska, from September 5, 1942, to December 14, 1942, as fire 
fighter under Harold Joe Davis, who was fire chief at that time, between the dates 
of September 5, 1942, and December 14, 1942, Mr. Harold Joe Davis was receiving 
treatment for a head injury from United States Navy doctors, which Mr. Davis 
and the firemen I was working with said had happened during the bombing of 
Dutch Harbor, Alaska, by the Japanese. 

Further, deponent saith not. 

LAWRENCE WEIGEL. 

Subscribed and sworn to before me this 22d day of September 1949 in the city 
of Astoria, Oreg 

Ropgertr EF. MINER, 
Notary Public for Ore gon, 
My commission expires September 30, 1949. 


SEPTEMBER 26, 1949, 
To Whom It May Concern: 

On the morning of June 3, 1942, around 6, the Japs hit the Duteh Harbor 
Naval Operations Base. They seemed to concentrate on the Fort Mears side of 
the island. We of the fire department, upon being awakened by the man on 
watch, proceeded under the direction of Chief Davis and myself to our pre- 
arranged position. 

\s soon as a lull came in the bombing, we started for Fort Mears, which had 
been hit hard, and was on fire in several places at once. About half of the way 
there, we saw a plane headed for us. As soon as the truck stopped, we tried to 
hit for eover. Chief Davis, in his attempt to look out for the safety of his men, 
did not make it off the truck. 

Two bombs of a good size hit less than 30 feet from the truek. By the grace 
of God, we are still here. One man (‘‘ Red” Rebo) was hit in the head with a 
rock. I was knocked down by I don’t know what. Chief Davis was all this time 





HAROLD JO! 





till getting the men to the safest place, pa . 
well-being. The next time I talked to Chief Dav he had a hea 
it Only when he would be full of pills w t f 

Krom almost tl da © we ) 1) ) 
or at the sick bay Phe headache and the pai ! neck a 
never to leave 

Alwavs before this time Chief Davi \ ' 
pofamo i i ‘ i 

\\ 
} j 

To Vi ji V ( 

As a forme mber of fire a 
emploves tT Sel Dr e & ( I feel i 

Fire Chief Joe D is a | ) 
remember the day, but it was during tl J 
The men all talked abs i ] t 


about 4 feet from the 





area where the bomb | ida 
the Chief Wa the only 0 re | il } lo 


Chief Davis spent lots of time going to and from t k | 


have the appearance of a person trying to hold up ler a 
a noticeable limp, and it was very difficult for him to ve very 
I arrived in Seattle on the same ship as Chief Davis, and « 
being back in the States made » visible char rrie 
Chief Davis’ face. 
R. Demi 
Blake Street. I 
() 
Date of accident: June 2. 1042 
Time of accident: 6:15 a 
Person injured: Harold Joe Davis (No. Li6s 
l an ww oa full-time ( er of lia Fire D 
June 3 1 was a volunteer Tha rning | i 
when the antiaircraft fire started I rush 
fire station The pumper was already ther 





the hill we heard a Jap plane comin ind ( ( ( 
jumped off the truck before it e nplete stopne 
side of the road | had been rid 1 f ! 
left side of the truck 
Robo got a bump on the head, and the fire tru as f 


to scoop it out before w Corl ad proceed 


Chief Davis staved with the truck until we were a nder cover 
it’ bombs blew Chief Da i pit tiie air ¢ 
bunch of rock Although Chief Davis was severely i ired, he took 


he thought of himself - 


to the fire and directed fire fighting both at Fort ) 
following day it was under attack. Every time | ld look 


fighting tasks and see Chief Davis still covered with blood, direct 


operations without regard to the Japs, it fi 

Since the bombing, Chief Davis has suffered deat h injurie 
his head and back | 
out of his mouth, eves, and ears 
arm and leg only with great effort and pair 


Hat Ie D 


\ hen we saw the smoke at Fort \iear we starte er. Nea 


He can hardly see out of his right eve, and bloo 
His back is affect: i! he es 
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S HAROLD JOE DAVIS 


One of the two articles written by myself exposing communism during this 
brief period is attached for your information 


Befor my it jury at Dutch Harbor I had become firmly established in nV 
chosen branch of engineering. The results of nv research were in great demand 
throughout American industry (supporting evidence attached). The injuries 
received at Dutch Harbor while serving under naval orders have so affected my 
body that it has since failed to function pro} erly. l am s ibject to black outs, 
heart attacks, nol! have I recovered from the shock these explosic - aused Lo 
my nervous system. Hard growths have formed throughout my entire bodv. 
This has made it impossible for me to obtain employment or to work in my chosen 


field on which I had to depend for a living. 
that the services rendered by myself at Dutch Harbor were of 


“al ar lasting value to our war effort. That the special scientific knowledge 


rom my own research and not obtainable from anv other source, made 





available to the Government without charge, did much to aid our war effort. 


Refer to letter in vour file from White House dated March 9, 1945 In addition. 
I volunteered to serve in the ‘Shuman torpedo”’ attacks against the Japanese while 
still seriously ill if any way could be found to use my services. (Refer to letter in 


vour file by Colonel Groves. 
For this | have been forced to spend endless vears in suffering, humiliated before 
friends and my profession, and neglected by those agencies committed to furnish 


relief. ‘Treatment received from the above-mentioned departments has been 
arbitrary and constitutes an abuse of discretion on the part ol the officials 
involved. The Navy, by failing to maintain proper records of its action in my 


case, has made me the victim of circumstances over which I could have no control. 

You will notice from the evidence now in your files that the Navy at Dutch 

Harbor even required me to prepare publicity material for the home-front war 

effort and did release this material in newspapers within the United States under 

my name together with official naval photographs. They have also failed to ; 
mention this fact to vour committee in its report. 

1 submit that T am now without funds for counsel, foreed to make my home 
with relatives, and to depend upon them for substance, and that this was brought 
about by action taken by officers of the United States Navy and conditions 
beyond my power to control. I therefore ask of your honorable committee to act 
favorably on H. R. 2972, introduced by Congressman Stigler for my relief, in 
order that I may reestablish my life and obtain the relief prayed for 

Respectfully and prayerfully submitted. 

Haroutp Jor Davis, 
4028 South 29 West Avenue Tulsa, Okla. 


To Whom It May Concern: 


\s the officer who was in command of the United States naval air station and 
all other naval activities at Dutch Harbor, Alaska, at the time of the Japanese 
bombing and machine-gun attacks during the period 3 June 1942 to 4 June 1942, 
1 am making this certificate to state that Mr. Harold Joe Davis was in charge 
of our naval fire department at the time; that he was injured in line of duty pro- 
ceeding to the scene of fires resulting from the Japanese attacks; that he required 
treatment consequent to these attacks, and that I know these facts of my own 
knowledge. Mr. Davis was guaranteed full compensation for his injuries by the 
Navy. I recommended him to the Secretary of the Navy for a commendation 
for outstanding service during enemy action in time of war. 

Wa. N. UppreGrarr, 
Rear Admiral, United States Navy (Retired 
Formerly in command of all United States naval activities at Dutch 
Harbor between August 1941 and August 1942 


STATE OF CALIFORNIA, 
County of San Francisco, ss: 
On this 14th day of June 1951, before me, the undersigned officer, personally 
appeared Wm. N. Updegraff, known to me to be the person whose name is sub- 
cribed to the above instrument and acknowledged that he executed the same 


for the purposes therein contained. 
In witness whereof, I hereunto set my hand and official seal 


JoHN H. CoKELey, 
Votar Publr n and for the City and County of San Fran co, State of 


-s 


\Iy mmission expires September 3, 1953 
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HAROLD JOE DAVI 


I, Wm. N. Updegraff, rear admiral, United Stat: 
officer of all naval activities at Duteh Harbor d 
June 1942, strongly urge of the Congress to 


of Mr. Harold Joe Davis. Sinee World War I] 


established its greatness by substantial assistane 
tional sun sed to eare for former enen ( 
slaughtered thousands of our young met! \ 
Hero WArtitnie service Al d is higt Vy Cle 
incompensated for his juries lf MM m 
pres¢ at Duteh Harbor to tess the per 

he In! ol lttis SAVE | he Ciove t 

ta i si day would pas 

I ( f what has happ 1 o1 Co 
of restoring to Mr. Davis | consti ona 

= “As he adit fo » t ( 
Ovatt are leVOLLO iat ha rrigact 
confronted Dv tore ! wore I 

In further ipport of mv atliidavits of J ( 
would like to clear up o point Mir. Day 
civilian contractor working at Duteh Harbor 3 


naval air station, Japan was at war with the | 


the Navy took command of all fire protect i \\ 


of our naval fire department, working at a 


At that time our staff was small. Skill 
able due to a rapidly expanding war progr 


the western Aleutians. ‘To protect Alaska and 
to act with all possible speed, using the mea 


civilian contractor had the only established 
or paying salaries. Necessity forced us to 





materials, pay naval personnel rushed to Dutch | 
to reimburse Mr. Davis for his services until tra 
supplied from the States, to establish our ow? 

each month all of these expenses were added toget! 
in full to the contractor. War made it impossib] 


way during this period 


From the day of his arrival at the Naval Air Stat 
the Navy provided Mr. Davis’ salary, not the cont 


perfectly clear; Mr, Davis was our naval fire 
action while acting in obedience to military orders 
for his injuries by officials of the Navy, acting for 


Rea Admira 


Subseribed and sworn to before me at San Fra 


January, 1952. 
[seat] 





ene 


and was promised « 


ne Grovernment il 


Wma. N. Uppec 


necisco, Cal 


\ 
\ 
My commission expires December 15, 1953 
AFFIDAVIT FOR THE CONGRESS OF THE UNITED S11 
On June 3 and 4, 1942, when the Japanese carried out bombi 
the military installations at Duteh Harbor, Alaska, I was on duty 


executive officer of the Naval Air Station, Dutch Harbor, Ala 


capacity I was the second in the chain of comman: 


then commanded by Commander (now Rear A 
United States Navy My dut 


; 
i 
for the defense against attacks by the enen 


Of considerable concern to us was the hazard 
result from bombing attacks. Our fire-fighting 
direct military supervision of Maj. Gould P. ¢ 
Corps, and the chief of the fire department its 

On the morning of June 3, 1942, the Japan 
bombing attacks on Duteh Harbor Some of 


at Fort Mears, adjacent to the naval air statior 


and setting on fire several building- 


1 of the air statio 

Wnira William N 
i T t } 

1 f t \ t { ‘ 

1 I wa 

: | ed St 
iS A ¢ ‘ Hear 

mad fh 
ij) T it¢ 
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Nir Day 1 dis} tie ito | rt Ne ur my Major Crrove oO tet 
While proceed to Fort Mea na fire truck, two bombs fell clos 
und the bla ) ! irned the fire turek and it jul i Mi Davis In 
Mr. Day nd | crew, with great courage and devotion to duty 
righting the fire truck and proceeded to the scene of the fire, where 
the fire until it was extinguished 

In spite of his injuries, Mr. Davis continued on duty the followi1 
D Harbor was agai: ibjected to bombing attacks w resul 
ber of fir it the naval air station He and |} fire hte ) 
Ul ( fires were brought under control 

| t follown weeks Mr. Davis was treated for ir ar 
( evacua dt tt Unit i State It was the exp tation ol 
it D eh Harbor that mean would be mind for the Government 
S iedieal treatments for Mr. Davis as might be required and t« 
ul I inca mpensatiol 

1) t! itt Nx Davis wa not a menith of { irmed ser 
pe I and wer HEC order f the military as rewards 
lk f His ] ies were caused by the explosio Ol ( Japa Ose 
ne wa wrvil it orders of the mili Vy to proceed t e fire, and 
l red i ine of duty Chroughout these attac Mr. Davis acte 
courage and fortitude ind his successi action in fighting tl fire 
fire damage to Gov ment propert lr nv op oO \Ir Davis st 


Ay ) 
Notary Public in an 


My commission expires February 25, 195 


NAVAL RESERVE OFFiceRs’ TRa 


AFFIDAVIT FOR THE CONGRESS OF THE UN 








I have learned that the Congress has not vet acted uy 
compensate Harold Joe Davis for injuries received as a re 
Dutch Harbor, Alaska, on June 3—4, 1942 In order tl 
additional mntormaty. non which to judge the case, 1 woul 
affidavit of September 26, 1951 

Now that the war is over and we have access to the Ja 

irned tha ieir plan for the Aleutian campaign, taker 
attack on Midway, was to deal Duteh Harbor a devasta 
cral . > KNOCK | completels out of tI picture I 
at Lc} ) ned ond ine 3 1, dropping Many DOM Ds W 
{ 1 proper und in ma fires Phe de 
greater had it not been for the gallant efforts of Mr. Da 
\\ ! 1 rie pre id Of Tie lames ny WOTKIT l! ea 
( wd wmngerou rcumstance Che oO ied 
( \ i i ui 1 tCKRINY 

Dune ef} ‘ of he fic tin effor thie 
HI] i va nimi ze ind stead of Dute! 
( ul ( | a 2 ction as 2 base for off 
J i ere n seizing bases j I we I Ak 

\ | ere ri po ind hada hance \it 

Ty ‘ vy these facts to be and 
Da ! e spread of fire saved the Governing 
and \ LO! tribution toward C ( e of 
Harb 

1 we i ) | wain that juric 
\ i i 1 a enem yit> W ( \ 

oO f | \Mlears and that he i bed 

\I 1) ' he def ( Fr eS 
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Tue Wuire House, 
Washington, March 9, 1945, 
Mr. Haroup Jor Davis, 
Tulsa, Okla. 


My Drar Mr. Davis: The services contributed by you during the attacks on 
Dutch Harbor and the excellent work vou performed has been reviewed with 
great interest. I have been deeply shocked to learn of the injustice that has 
occurred in regard to the disability vou acquired in this experience. 

You are assured the Government will not overlook its obligation to vou, In 
order to provide for vour medical care and well-being, I will have a bill introduced 
in Congress to provide vou with necessary funds. 

At this time I should like to extend to you my sincere appreciation for giving so 
unstintingly of your time and effort in our war effort. The special knowledge vou 
have made available to the Government without charge has helped the Nation- 
wide campaign to reduce inexcusable waste of manpower, time, and material. 

Very sincerely yours, 
FRANKLIN D, Rooskve cr. 


NOVEMBER 4, 1949. 
To Whom It May Concern: 

This statement has to do with Mr. Harold Joe Davis. While serving with the 
United States Navy as security officer under the commander Alaskan sector, I 
first came in contact with Mr. Harold Joe Davis on July 30, 1952, at Naval Oper- 
ating Base, Duteh Harbor, Alaska. He was at that time civilian fire chief in 
charge of the fire department on that base. He had arrived at Naval Operating 
Base, Dutch Harbor, early the preceding December and was on duty on June 3, 
1942, when the Japs struck the Base. 

At the time of our first meeting, I noted he was bothered to a considerable 
extent by pain in one of his legs, which definitely impaired his movements. He 
also seemed to have considerable pain in his head, neck, and one shoulder, ac- 
companied by an almost constant headache. 

This was the result of injuries caused when he was blown from his fire truck 
during the bombing attack, I learned. 

He was an efficient and conscientious man who had carried out his duties with 
credit to the fire department and himself. Following his injury, and during my 
contact with him, it was noted he required a good deal of medical treatment. 
While he continued to carry out his assigned duty, this was done, to my knowledge, 
with considerable attendant pain and discomfort to himself. 

He continued in his job as fire chief, Naval Operating Base, Duteh Harbor, 
Alaska, until he was shipped out when fire defenses were taken over by naval 
personnel, the latter part of November 1942. 

RicHarp R. ROBERTSON, 
Lieutenant Commander, United States Naval Reserve, 
Former Security Officer, Commander, Alaskan Sector. 


To Whom It May Concern: 


I was the officer in over-all charge of the fire department at the United States 
Naval Air Station, Dutch Harbor, Alaska, during the air attacks on 3 and 4 June 
1942. Harold Joe Davis was the civilian fire chief under me. As such, he was in 
active charge of all fire equipment and personnel, 

On the morning of June 3 1942, Dutch Harbor was subject to a fairly severe air 
attack. Fort Mears, the Army post adjoining the naval air station, received 
several hits at the beginning of the attack and several warehouses were set on fire. 
I sent Chief Davis with the fire truck and crew to aid in fighting the fires in Fort 
Mears. I did not see him after that until he returned with the truck to his original 
station. He then informed me that they had suffered a near miss and that his 
crew had been blown off the truck. However, the truck was back in operation 
although somewhat damaged and choked with mud. The fire at Fort Mears was 
brought under control without spreading to nearby buildings. 

In the afternoon of June 4, 1942, the air attack on Dutch Harbor continued. 
Several oil tanks were hit and the old ship U. 8. 8. Northwestern and several nearby 


warehouses set on fire. This latter fire was within 50 to 75 feet of a nest of fuel-oil 
tanks, which threatened the entire air station. Fire fighting was commenced 


immediately, and while the air assault was still in progress. The fire was finally 
stopped without spreading, after an all-night struggle against it. 

Soon after the air attacks, I noticed a definite change in the personality of Chief 
Davis. He became moody, depressed, nervous, and very anxious about the prog- 
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ress Of the war. I was informed by the executive officer of the station that he 
came in onee to volunteer for the then somewhat publicized “human torpedo 
attack duty”’ against the Japs. He was released and evacuated to the mainland 
a little later, around the time the naval construction battalions came into Dut 
Harbor to relieve the civilian. 
Goutp P. GRovEs 
Lieutenant Colonel, United States Marine Corp 
Formerly in command of Marine barracks, Naval Air Station, D 
Harbor, Alaska), 


To Whom lt May Conce rma: 

On June 3, 1942, when I was stationed at NAS, Dutch Harbor, the Japanes 
executed a bombing raid against us As intelliy mv du 
make a report of the raid. As I now reeall, the following facts we 
connection with that report: 

The attack was directed pritnarily against the fire truck, with Mr. H. J. Day 


ice O1llCcer, It Was 


charge, as it proceeded to the Army area to fight the fires set there. About half wa 
to the Armv area a bomb struck alongside the road in the immediate vicinity of 
the fire truck, throwing it off the road and turning it over on its side Mir. Da 


and some of the truck crew were injured at this time, but they righted the tr 
and continued to the Army area, where they effectively limited the fire damage 

At asubsequent meeting of the naval officers it was the consensus that the most 
courageous acts noted during the 2-day raid were those of Mr. Davis 

Several months later Mr. Davis was forced to resign his position as fire chief 
because of the injuries received, as above noted 


+. H. Neuson, LODE; U.S. Noi 


Marcu 30, 1950. 
To Whom It May Concern: 

As the officer who was in command of the United States naval air station and al! 
other naval activities at Dutch Harbor, Alaska, at the time of the Japanese 
bombing and machine-gun attacks during the period June 3, 1942 to June 4, 1942, 
I am making this certificate to state that Mr. Harold Joe Davis was in charge of 
our fire department at the time; that he was injured in line of duty proceeding to 
the scene of fires resulting from the Japanese attacks, that he required medical 
treatment consequent to those attacks, and that I know these facts of my ow: 
knowledge. 

Wa. N. UppeGRaFrF, 
Rear Admiral, United States Navy, (Retired), 
Formerly in Command of All United States Naval Activities at Duich 
Harbor Between August 1941 and August 1942 


AFFIDAVII 


I recently learned that Congress has not vet acted upon such legislation to 
compensate Harold Joe Davis for his injuries as a result of enemy action at Dutch 
Harbor, Alaska, on June 3 and 4,1942. I am making this affidavit to point out to 
Congress the history and merits of Mr. Davis’ claim for personal injuries and ure 
the Congress to enact such legislation as to compensate Mr. Davis for his injuries 
and suffering. 

As executive officer of the United States Marine barracks at Dutch Harbor, 
Alaska, I know that Mr. Davis, who came to Dutch Harbor as a civilian fire | f 


but at the time of the attack on Dutch Harbor was acting under naval order, was 


injured on June 3, 1942, when a bomb was dropped near one of the fire ti 

The naval base at Duteh Harbor was bombed on June 3 and 4, 1942, and mai 
bombs which resulted in the destruction of life and property were dropped on the 
naval base. Manv fires were started, and destruction would have been muctl 
greater had it not been for the excellent work of Chief Davis and his fire fighters, 
who limited the spread of the fires and probably saved the naval base Part of 
this fire-fighting work was conducted while the naval base was still under attach 
and Mr. Davis continued to work after he was injured I was at Dutch Harbor 
during the entire period of the Japanese attack and remained at Dutch Harbor 





\ ( i} Lt Cc I 4 i t ( t it ( ( 
1 aay i he nava Os] al at Du Harh nd tha { i Vacuatl 1 
ar ors 
As Mir Vis suffer i s health seri mpa La ( ) e fa 
} ) biog ‘ I tor t Spel! } } ) { { } } } ve 
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/ nt Ce l S / ( fi 
Former cecut oft { ed States Ma ra 


> Oo (OREGON 
Co ty of Alultno } g 
I, Richard R. Robertson, being duly swor ler oath, depose and sa 
That I ama Navy veteran of both World Wa I am now employed by the 
Northern Assuranee Co., Ltd., Portland, Oreg.; that I first 


Davis as civilian fire chief of tl g 
fire department, during the calendar vear of 1942; that I ws 
commander, United States Naval Reserve, on d 
to the staff, commander Alaskan sector 

During the attack on Duteh Harbor by the Japanese, Mr. Harold Joe Davis, 
while serving in his capacity as fire chief, responded to an alarm. The concussion 
of a bomb blew the fire truek in which he was riding over into a ditch and blew 
him out of the truck onto the ground, where he struck on his head ar 
After the period mentioned, I observed that Mr. Harold Joe Davis s 
recurrent headaches, which at times totally incapacitated him and 4 
attention to duty His condition increas 
resulted in his being evacuated to the Unit 
from his position 

This affidavit is based upon my personal observation, recollections, and belief 

In witness whereof, I have hereunto affixed my signature this 30th day of 


March 1951. 





} 
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yrrevente { his 
d as time elapsed, which eventually 
1 States for treatment and separation 


e 


( 


RicHARD R. ROBERTSON 
Subseribed to and sworn before me the 30th day of March 1951 
[SEAL] LEONARD TD. ALLEY, 


Notary Pub for Oregon 


My commission expires October 23, 1953. 


[Western Union telegr 


Puusa, OKvA., June 10, 1952, 
Hon. W. G. STIGLER, 
House of Representatives, Washington, D. C 


Harold Joe Davis has spinal arthritis, scar tissue both lungs, hard tumors right 


arm, legs, back, impaired kidney function, high blood pressure, severe headaches 
from concussion; vision right eye poor. Have known Mr. Davis 20 years; con- 
vinced injuries resulted from his experience suffered Dutch Harbor; injuries 


permanent 


Dr. Frep D. HaAaLiuapay 
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82p Concress |} HOUSE OF REPRESENTATIVES ( REPORT 
Id Nession \ } No. 2210 


MRS. JANE P. MYERS 


June 19, 1952 (‘committed to the Committee of the Whole H 


to | 


Mr. Lane, from the Committee on the Judiciary, submitted 


it 


following 


REPORT 
Po accompa 1] R. 32268 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3268 for the relief of Mrs Jane re \vers, hay Ine consid red 
the same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert 


ge 
if lollowineg 
That the Secretary of the’ 


Treasury is autl 


oO i ecte i l 
money in the Treasury not otherwise appropriate \I | to 

faton, New Mexico, the sum of S953, repre rn atio 
she would have received for the pet beg 1 irv 1 4 

March 27, 1946, had her claim filed w n one ir afte { 

Department of the Army as the date of the deat f her husband, Staff Sergeant 
Johr \ Myers, been completed bv the timely f y of eertined eS t 
marriage certificate and of her child’s birth certificate: P | ‘ 
the amount appropriated in this Aet sha ( 

anv agent or attornev on account ol I ( 

claim, and the same shall be unlawfu ( a ( 

standing. Anv person violating the provisiotr \et sha rie 


of a misdemeanor and upon 
exceeding 51,000 


convictio 


The purpose of the proposed li r lati 


1 visintion is to authori and direct 
the secretary of the Treasury to pay to Mrs. Jane P. Mevers, of 
Raton, N. Mex., the sum of $953, representing the amount of com- 
pensation she would have received for the period beginning Januar 
1, 1945, and ending March 27, 1946, had het m. filed withu 


vear after the date fixed by the War Department as the date of tl 


i Cia Ol il¢ 
death of her husband, Staff Set. John A. Myers, been completed by the 
timely filing of certified cOples | het I rreia eertifieate and of he 
ehild’s birth certificate 
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STATEMENT OF FACTS 


The Veterans’ Administration opposes this legislation. However, 
a bill, S. 858, for the relief of Mrs. Pauline J. Gourdeaux, whieh is 
similar in character, was approved by the President on April 14, 1952 
and became Private Law 556. 

Therefore, vour committee recommends favorable consideration 


to this bill, as amended. 
The circumstances involved in this claim are given in detail by 
Representative Fernandez, which is as follows: 


STATEMENT OF A. M. FERNANDEZ REPRESENTATIVE IN CONGRESS FROM TH! 
STATE OF NEW MeExiIco 


The facts which I desire to relate to the committee in support of H. R. 3268 
a bill for the relief of Mrs. Jane P. Myers, which I introduced, were collected by 
me from the records of the Veterans’ Administration in that case, unless otherwise 
specified. 

Those records show that John A. Myers, husband of Jane P. Myers, was missing 
in action as of July 28, 1944, and was carried in that status until December 4, 
1944, when evidence of his death was received. He was killed in action in the 
Kuropean area 

At the time she was receiving a class E allotment in the sum of $50, and class | 
allowance in the sum of $450, and entitlement to pay was declared ceased as of 
December 4, 1944, though she was paid through December 

On December 23 she was sent a form letter, Adjudication Form 605, stating in 
effect that under existing laws she might be entitled to a pension, and enclosi 
Application Form 534. 

Mrs. Myers took the form to Mr. E. C. C-ampton, an attorney in the law office 
of Crampton and Robertsor : Mr. Crampton, whom ] know personally, Is a very 
fine gentleman of quite an advanced age, probably between 80 or 90 vears of agi 
Senator Crampton, as we know him, assisted Mrs. Myers as a matter of charity 
as he has advised me, in preparing the form, which was forwarded to the Vet 
erans’ Administration It was received there on Janua 8, 1945 In the forn 
Mrs. Mvers stated that she was expecting a child. Shortly thereafter she was 
confined and | 


it 


her child was born February 2, 1945 

The records show that a letter dated February 19, 1945, was mailed by the 
Veterans’ Administration, Dependent Claims Service, advising her that it would 
be necessary for her Lo submit evidence of her marriage to the veteran and or the 
birth of the expected child, vhen born. The letter further Savs ‘Failure to sub 
iit the evidence requested herein within l vear from the date of this letter 
mav preclude any pa, ments based on the pending claim.’’ The letter als 1 
that if the evidence relating to the marriage has already been submitted in con 
nection with an insurance claim, a duplicate need not be furnished. The instruc 
tions sent her about her claim for insurance benefits required such a cert 

Mrs. Mvers had also filed her claim for national service life insurance, and that 
claim was granted February 23, 1945, 4 days after the above letter of February 19 
194° 

Whether Mrs. Mvers received the letter of February 19, 1945, I have been in 
able to ascertain, because Mrs. Myers has a very vague idea of what transpired 
the next few months following her confinement, which is natural 

The record also shows that she did obtain certified copy of her marriage certifi 
cate on January 9, 1945, before the letter of Februarv 19 was written, and that 
shortly after the child was born, she did on March 14, 1945, obtain certified cop 
of the ehild’s birth certificate. This is shown in the reeord by the date on the 





certificates of the certifying officer who certified the copies. 


I am unable to determine where the certified copies of the marriage certifica 
and birth certificate werein the ensuing months, but these identical certified copi 
show up in the case as filed on the 22d of August 1946, by the DAY. [tis possible 
that whe \Irs \Ilvers started receiving her insurances pavinents, shortly after 
her confinement, she thought they represented both insurance and her own } 
sion, for the record sl} ws that on September 25 1945, a letter Was written to the 
Office of Dependency Benefits, Newark, N. J., by Senator Crampton which reads 
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In re John A. Mvers. deceased, No. 18122047 Ay it I or A 

X 1602004, Jane P. Myers, widow 
War DEPARTMENT 

O fhice of De pe nden« j I ne ful Veu \ 

GENTLEMEN: Referring to the above allotme as yh A. M 

is known to his family, was killed in action in Europe leaving a ine | 
M vers whose residence IS $24 Cook Ave R il N le \ i I 
them named lohn AY dre W Ml vers ly I DOruay;4 5 | t.) i 1 I ri 
pital, Raton, N. Mex 


Mrs. Mvers has asked me to write vi re i 
sion on account of the infant sor I do not | ether 
vou about this matter before, bu 
sion benefits or allotment benefits or some recog) fina 


the Government 
Will vou please write My Jane P. Mvers at 424 (¢ Ave e. R 
and give her the proper information to take care of a va 


behalf of her infant son 


he records show that o1 December 28, 194 se mt iter i! 





Dependents ar i Benefi laries Claims Ser re} eq t The lette! { 
Re Myvyers, John 7. \ 3,409,744 


Mrs. JANE PreSIKAN Myers, 


D1 AR MADAM Ch Ss Is to aecknowiled 


( c 
from Crampton & Robertson, Rato N. M 
the status of the application for death pens f | T 
of the above-named vetera 
The reeords of this office disclose tha ler dat ' 


communication was addressed to 
that further consideration could be g 


that vou furnish the following evidence 

















1. Proof of vour relationship to the above i i veterar 
certified copy of the publie or chureh record uN arriag 

2. Proof of relationship of John Andrew Myer I} the ve ra 
in the form of a certified copv of the publie reeord of ! ra 
the church record of his baptism 

The above-requested records must be certified tri g 
custodians of said records, bearing their signature und the pres f 
official seals 

It is also reque sted that vou inform t s offies I pre v 
address of the veteran’s father, Mr. Ralph Myers, if it is knov te 

This is to inform vou that failure to submit the above-req 1 1 
within 1 year from February 19, 1945, date of original request ay pl le a 
payments based on the pending claim 

All communications relative to this ease should bear the vetera ul 
refer to the XC-number shown above 

Respectfully, 
Si, ats 
Director. De pendents and / net ¢ ( 120? S¢ 
The records show, however, that this letter we tiled bv error to Margaret A 


Clark, at Long Island, N. Y., and she immediately returned it with the followin 
letter: 


VETERANS’ ADMINISTRATION, 
Vew York 16, N.Y 

DEAR Sirs: I amin receipt of vour letter of fy 
award of death pension from my deceased husband, Francis W. Clark, XC—3,521 
Vfe 

Included in my letter was a letter to Mrs. Jane P Myers I presume thiS was 
a mistake so I am returning same. 

Also I would like to remind vou of mv change of address I notified 
change of address, but it must have failed to have been changed on my case record 

Thanking vou, I am 
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his letter from Margaret Clark, returning the letter intended for Mrs. Mvers 
along with the letter to Mrs. Mvers, was reccived by the Veterzus’ Adiministratior 
on January 4, 1946, and the letter to Mrs. Mvers was filed in the case instead of 
being forwarded to Mrs. Myers. 

Notwithstanding the fact that the Veterans’ Administration was on notice that 
Mrs. Myers did not know any proof was lacking, no further communications wer 
sent to Mrs. Mvers until March 9, 1946, when the following letter was sent to her 


te Mvers, John A., XC 3 759 774 
Mrs. JANE PESIKAN MyYBRS 
5 Raton, N. Mex. 


Dear Mapam: On February 19, 1945, a letter was addressed 1 infor 
you of the { Vick nee necessary to complete vour claim at ad to secure additiona 
pel SiO! after the | irth of the vete ran’s child Chere has beer no repiv to thi 
Pere 


Inasmuch as more than a vear has elapsed since the evidence was requested 
is suggested that vou submit another claim on the enelosed Form 534, together 
with a certified copy of the public record of vour marriage to th veteran a d of 
the birth record of John A. Myers, Jr. 

Prompt submission of your application will be to your inter 

All communications relative to this case should bear the veteran’s name a 
refer to the XC-number shown above. 
Very truly vours 


Director, Dependents and Beneficiaries Claims Ne 


! reatter in compliance with that letter she proceeded to hie anew applieatior 


eCTes 
on Mareh 28, 1946, through the DAV organization, and the certified copies of the 
birth certificate and marriage certificate procured back in early 1945, were later 
filed through the DAV on August 22, 1946, and her awards were mi: 
from the date of the new application, March 28, 1946 
The Veterans’ Administration has ruled that beeause of her failure to file 
0 certificates Within 1 vear after February 19, 1945, she cannot receive the pay 


ments for her pension an i that of her ¢| 1 to which she would have been entitled 








from the date of her first application to Mareh 28, 1946. 

In my efforts to get everything that would throw any light on the subject, | 
examined the veteran’s record file very carefully here is an at 
record which I ascertained was prepared for Mrs. Mvers, by another local veterat 
organization representative in Raton, to whom Mrs. Mvers appealed in 1950 


This affidavit attempts to relate What occurred wav back in 1945 From it I first 
realized that Mrs. Mvers, whom I did not know, had the sequence of events ver 
vaguely in her mind. But I attach a copy of it hereto for what it is worth (exhibit 


\ 

In the affide.'t, it will be noticed, she says that from January 1945 until 1950 
all papers rel: to her claim were handled through Mr. Oscar Ketchum, New 
Mexico Serviecn.en’s Commission representative (actually he was the DAV 
representative at that time); that her marriage license was attached to the appli 
cation; that the birth certificate of the child was obtained after the birth of t 
child and handed to Mr. Ketchum for forwarding to the Veterans’ Administration ; 
that when she filed her second application new certificates were obtained and 
turned over to Mr. Ketchum for transmittal to the Veterans’ Administration 


he 
iit 


INFORMATION NOT IN THE RECORD 


In my efforts to get all information I could, I had Mrs. Myers call on the dis 
trict attorney, whom I know quite well, and he confirmed my opinion that she 
has no clear recollection of those events, and seems unable to distinguish between 
what was done with the first application and then with the second 

Further in my efforts to obtain facts I wrote to Mrs. Myers and asked her to 
call on Senator Crampton and to have him send me a letter giving me his recol 
lection of what occurred. He did so my letter, copy of which I attach herewit! 
marked ‘Exhibit B.’’ ; 

In that letter he said that she had submitted the pape. to a representative of the 
Veterans’ Administration in Raton. Further inquiry from me as to the Veterar 
Administration representative referred to, elicited the following from Senator 
Crampton: 

‘When Mrs. Mvers placed ber payers in the hands of Oscar Ketchum, of Pato 


I had understood that he was representing the Veterans’ Administration or some 
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other body as a Federa repre sO 
It was very unfortunate, for he was entire mncompetetr due perhaps t enta 











condition. He did not forward the papers as he should have done, and | am afraid 
he did not forward any of them Whether he ) or destr ( } 

would not explait Hlis failure \iver ‘ v aiff 

of course bevond tt is Were the wd negiice I j i 





n reference to the correspol dence after 
I requested Mr. Kete 
for what it worth, At r | to marked t 
I also attach herewith a letter | wrote to Mr. Willis Howard, A tant Adi 
istrator for Claims, Veterans Administratior an effor I ave ‘ i 


bv letter to give me | recolle 


reopened, and wa. advised tha eC! i liscretion on the par f the depar 
ment to reopen the Case I do not atta 3 Te} CAUSE r report to the 
committee substantially states the san facts. except at il s letter te ‘ ‘ 
savs with respect to the letter miss Ne Yor 
By the time the returned letter, | vever. rea i the file the 

mitting the evidence to complete tl a ad expired and ne seful purpose 
would have been serve ad by re maili yr tive etter to the ViIdoOW 

That is not true, of course, since more than a month remained, a 0 by ‘ 
re cords 

In the re port to the committee thev say I ead. t i wri\ ( t ‘ { 


have filed the two eertified coples in the reman ! hight Ie 41 ‘ 
sinee it took her almost 3 months to get them he second applicatior It 


be observed that the first deadline \ { 11 ( short A e | the 


second she had a vear and the DAV apparet heir tire 144 a 


should 


may, to sav that her being able to do so was *'} Hiv spe itlve the poore 
excuse IT have ever heard for not doing what com: se 8 


enough that this vetrear y what ¢ ress 


( 
intended for her, without adding insult to iz I 





t Cast Nii i ‘ { 
o submit | t 
und as it ( ' 1 
ade from ( | ler P 1 
second © \) 152 soa ’ 
nting the amount of pens l hie ’ y ‘ } t for th 
» Veterans’ Administration under t} <9 rey ation as here 
I feel that the aetion taken by | (or ? 1 vas ery 
remedy an injustice I think it is proper here, part - view of the tact that 
Mrs. Mvers through Senator Cra npton tried to find it the tr as. and 


through the negligence of the Veteran Adn stra t lnab to find 
out what was lacking until too late 
{ 


't stands to reason that no widow would fa rt ed poi Ol 
Inarriage and birth certificates which had alread een |] red by her if she 
known they were not filed or that they were ! red i Ul ist f ilé 
thought the eertificates were o1 file, Wher press r ( tha handed 


them to Mr. Ketchumin 1945is correet, orshe did ow were still required 
Che fact remains she timely tried to find out na i Lt ie et & resp S¢ 
from the Veterans’ Administratior 
To brush asi failure to forward 1 replv 1 \Ir \l vers ury 
returned on January !, bv saving it Highlv spre ial ( l it she could have 
+} 


mitten the cer 





or tifieates in by the followi Februar ‘) me Os onable as to sa 
+} 


that the case should have been rejected the and ther on the rounds that 
she had failed to comply in the previous 10 m il lavs sie ud not da 
it in the remainit 15 days 

It took the Veterans’ Administration 30 n t i r Mr. Cram; 
letter and they had it back in the files within 7 davs, on January 4, and it remained 
there and still remains in the ease record, It ay rently | rmoved except 
+} +} t ] ? 


with the fol 


Congress in ¢ vy 


approving these regulations en Masse did not intend or anticipate 
any such harshly exacting treatment as would result in a patent injustice, but if 
injustice does result from this sort of automaton adm istration of those 1 es ar 
regulations, Congress fortunately can and should see that justice is done as it d 
in the Gourdeaux case 

The denial of this monev to this widow is manifestly unfair and inequital 
view of the fact that she, through Mr. Cramptor uit the Veterar Admit i 
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tion on notice, by her inquiry, that she did not know any proof Was lacking. Had 
the letter of December 28, 1945, been forwarded, as it should have been, to Mrs. 
Myers, she could have filed the certificates in time, for she still had more than a 
month within which to comply. 

The rule invoked for the denial of these payments, is undoubtedly a salutary 
and a necessary one, Where a claim for pension is filed by a widow or other de- 
pendent of a non-service-connected veteran, and the question of income is per- 
tinent, or Where some such other question of a variable fact might be involved. 
But in this case her status as the wife of the decreased soldier had been determined 
by the fact that she was receiving dependency benefits as late as December 1944, 
and by the fact that her insurance to her as the wife had been processed and 
payments were being made on it. 

Here we have a widow, giving birth to and nursing the child of her husband who 
gave his life for his country in the battlefield, appealing for information to perfect 
the claim of compensation to assist her in raising that child, and that information 
is not vouchsafed to her. 

It places the Government in the position of waiting behind a log until she 
loses her right, and then on March 9, 1946, she is advised that she has lost it 
through a technicality. 

The Veterans’ Administration objects to the bill because, they say, it diserimi- 
nates against other cases in the same circumstances. ‘They made the same ob- 
jection in the Gordeaux case. If there are others in the same circumstances, 
common justice and compassion would seem to require that they be called to the 
attention of Congress for relief and redress. 


RECOMMENDATIONS FOR AMENDMENT 


At the time the bill was filed the amount which Mrs. Myers would have re- 
ceived had not been ascertained. The report shows that that amount is $953. 
If the committee approves the claim and reports the bill, it is respectfully sug- 
gested that the bill be amended to show the exact amount to be paid Mrs. Myers. 

| would also like to suggest, if I may, that instead of amending the bill to carry 
the proviso limiting any fee for the services of any agent or attorney, to 10 percent, 
that the proviso be worded so that none of this money may be paid or delivered 
to or received by any agent or attorney on account of services rendered in connec- 
tion with this claim. 

I would recommend, if relief is granted, that the bill be amended to conform 

with the form in the Gourdeaux case. I would recommend that the bill be 
amended by striking everything after the enacting clause and inserting in lieu 
thereof the following: 
‘That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to Mrs. Jane P. Myers, 
of Raton, New Mexico, the sum of $953.00, representing the amount of compensa- 
tion she would have received for the period beginning on January 1, 1945, and 
ending on March 27, 1946, had her claim filed within one year after the date fixed 
by the War Department as the date of the death of her husband, Staff Sergeant 
John A. Myers, been completed by the timely filing of certified copies of her mar- 
riage certificate and of her child’s birth certificates: Provided, That no part of 
the amount appropriated in this Act shall be paid or delivered to or received by 
any agent or attorney on account of services rendered in connection with this 
claim, and the same shall be unlawful, any contract to the contrary notwithstand- 
ing. Any person violating the provisions of this Act shall be deemed guilty of a 
misdemeanor and upon conviction thereof shall be fined in any sum not exceeding 
$1,000.”’ 

Respectfully submitted. 

A. M. FERNANDEZ, 
Representative in Congress From the State of New Mexico. 





AFFIDAVIT 


Jane Pesikan Myers, being first duly sworn according to law, deposes and says 
that she is the unremarried widow of John A. Myers, \C3759774, residing in 
Raton, Colfax County, N. Mex., and that following statements are made in 
defense of her claim for widow's pension from August 1944 through March 27, 
1946: 

1. That from January 1945 until February 1950 all papers relative to her claim 
for pension were handled through Mr. Osear Ketchum, representative for the 
New Mexico Service Men’s Commission, Raton, N. Mex. 
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view of the fact that she, through Mr. Crampton, put the Veterans’ Administ ra- 
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2. That at the time the first Form 534 was submitted a certified copy of mar- 
riage license was attached. That after the birth of John A. Myers, Jr., on Feb- 
ruary 2, 1945, a copy of his birth dertificate was given Mr. Ketchum, and a second 
certified copy of marriage certificate, to be forwarded to the Veterans’ Adminis- 
tration. 

3. That, after waiting several months for action in her case, Mrs. Mvycrs went 
to Mr. Edwin C. Crampton, asking if he would find out, if possible, what was 
sausing the delay. Mr. Crampton sent her to one Mr. Frank Quintana, veterans’ 
contact representative, who had an office in the Federal Building, Raton, N. 
Mex., and Mr. Quintana, after taking all necessary data, advised Mrs. Myers he 
would check the case and inform her when he had any information. That Mr 
Quintana never did contact her. 

4. That when Mrs. Mvers received the second Form 4534, in March 1946, she 
took same to Mr. Ketehum, who filled it out and forwarded it to the Veterans 
Administration. That when the request for evidence was received in May 
1946, she again obtained certified copies of marriage certificate and baby’s birth 
certificate turning them over to said Mr. Ketchum for transmittal to the VA. 

Further, Mrs. Myers states that, in view of having complied with all letters, 
through Mr. Ketchum, she feels she should be given consideration in her appeal, 
since it was not directly her fault that the papers were not forwarded at the proper 
time. 

Further deponent saith not 

(Signed) Jane Pesikan Myers. 
JANE PESIKAN MYERs. 


Subscribed and sworn to before me this 2lst day of Mareh 1950, at Raton, 
County of Colfax, N. Mex. 


Jay To. Conway, Notary Public 


My commission expires December 14, 1950. 





VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 17, 1951 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
Washington 25, D. C 


Dear Mr. Ce.uer: Further reference is made to your request for a report on 
H. R. 3268, Eighty-second Congress, a bill for the relief of Mrs. Jane P. Myers 
which provides as follows: 

“That notwithstanding the provisions of paragraph I, part I, Veterans Regula- 
tion Numbered 2 (a), as amended, the Administrator of Veterans’ Affairs is 
authorized and directed to pay to Mrs. Jane P. Myers, widow of John A. Ivers 
(XC-3759774), a World War II veteran, who was killed in action on July 28, 
1944, the amount of compensation which would have been pavable to her on her 
own behalf and on behalf of her infant son if evidence of her marriage to the 
veteran and of the birth of her son had been furnished to the Veterans’ Adminis- 
tration in strict conformity with the provisions of said regulation.” 

According to a report from the Department of the Army, John A. Mvyers 

(XC-3759774) entered upon active service in the United States Army November 
3, 1942; was held to have been in a missing-in-action status from July 28, 1944, 
until such absence was terminated on, December 4, 1944, when evidence considered 
sufficient to establish the fact of death on July 28, 1944, was received. 

After receipt of notice from the Department of the Army of the death of the 
serviceman, the Veterans’ Administration on December 23, 1944, mailed a letter 
to the widow of the deceased serviceman, Mrs. Jane Pesikin Mvers, 424 Cook 
Avenue, Raton, N. Mex., expressing regret and giving instructions for the com- 
pletion of an application form for death compensation, which was enclosed, and 
its return to the Veterans’ Administration. The widow was advised that such 
benefits were payable in addition to any Government life insurance benefits to 
which she might be entitled. The form was completed by Mrs. Myers and 
received in the Veterans’ Administration on January 8, 1945. Information 
set forth in the application indicated that Mrs. Myers was expecting the birth of 
a child. The Veterans’ Administration, in a letter dated February 19, 1945, 
requested Mrs. Mvers to furnish proof of her marriage to the serviceman and ad- 
vised her that a certified copy of the public record of the birth of her child would 
be required before consideration could be given the payment of benefits on behalf 
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of the child. Mrs. Myers was further advised that failure to submit the evidence 
requested within | year from the date of the letter would preclude any payments 
based on her pending application. 

Mr. BE. C. Crampton of the law offices of Crampton and Robertson, Raton, 
N. Mex., in a letter dated September 25, 1945, addressed to the War Department, 
Office of Dependency Benefits, 213 Washington Street, Newark, N. J., requested 
information regarding pension or allotment on behalf of Mrs. Mvers’ infant son. 
This letter was forwarded to the Veterans’ Administration, which acknowledged 
receipt thereof in a letter dated December 28, 1945, addressed to Mrs. Mvers, 
and made reference to the prior letter requesting proof of marriage and the publie 
record of the birth of her son. This letter was erroneously placed in an envelope 
addressed to another claimant, and was reteirm »> the Veterans’ Ad tnis’ ration 
in January 1946. The letter was not forwarded to Mrs. Myers, but by letter of 
March 9, 1946, she was advised that since she had failed to furnish the required 
information within the period of a year from the date of the original request, it 
yas suggested that she submit another claim for death compensation together 
with the evidence previously requested The second applicaiton form Was COln- 
pleted and returned to the Veterans’ Administration on March 28, 1946, however 
proof of Mrs. Myers’ marriage to the serviceman, and the certified copy of the 
public record of the birth of her son were still not fortheoming, and the Veterans’ 
Administration again, in a letter dated May 23, 1946, advised Mrs. Mvers of the 
necessity for furnishing such evidence. Not until August 22, 1946, did the 
Veterans’ Administration receive the requested evidence. On September 3, 1946, 
Mrs. Myers was awarded death compensation for herself and minor son at the 
monthly rate of $65, effective March 28, 1946, the date of filing the second appli- 
cation with the Veterans’ Administration. Mrs. Mvers is presently in receipt 
of such payments in the amount of $105 monthly. 

The award of death compensation in this case has been made from the earliest 
date permitted by law. The widow’s entitlement to death compensation, based 
upon her original application, was dependent upon the timely furnishing of any 
necessary proof in support thereof as prescribed by paragraph I (a) (2), part I 
Veterans Regulation No. 2 (a), as amended, which provides as follows: 

“In the event the claimant’s application is not complete at the time of original 
submission, the Veterans’ Administration will notify the claimant of the evidence 
necessary to complete the application and if such evidence is not received within 
one vear from the date of request therefor, pension Mmav not be paid by Virtue 
of that application.’’ 

\s previously noted, by letter dated February 9, 1945, the Veterans’ Adminis- 
tration, in conformity with the quoted law, notified Mrs. Mvers of the evidence 
necessary to complete her claim and the time within which it must be furnished 
to permit an award thereon. 

It has been contended, in effect, that had the letter of December 28, 1945 
which merely restated the information contained in the letter of February 19, 
1945) been properly dispatched, the evidence i question would have been fur- 
nished by the claimant within 1 vear from February 19, 1945, and thus an award 
could have been made on the original application. While it is unfortunate that 
the letter of December 28, 1945, was misdirected, as described above, anv such 
contention appears highly speculative.@In this connection, it may be noted 
that Mrs. Mvers failed to submit the required evidence with her second applica 
tion, and when requested, took almost 3 months to furnish such evidence 

Although it is not entirely clear from the text of the bill, it appears from 
information available to the Veterans’ Administration that H. R. 326s is designed 
to pay Mrs. Myers the amount of death compensation to which she would have 
been entitled if she had timely furnished the necessary evidence in support of 






her first application for such compensation. In the event of favorable con- 
sideration, clarification of the bill is indicated. Had Mrs. Myers timely furnished 
the mentioned evidence, she would have been entitled to death compensation 
from January 1, 1945, the date following the last day on which she received 
allotment and allowance from the Department of the Army. Such death com- 
pensation payments for the period in question would have amounted to $953. 
This amount represents death compensation computed at the rate of $50 monthly 
from January 1, 1945, through February’ 1, 1945, and at the rate of 865 monthly 
from February 2, 1945, the date of the birth of the veteran’s posthumous child, 
through March 27, 1946, the date preceding the day of the award of death com- 
pensation in her case. 

For the information of the committee it is observed that Mrs. Mvyers was 
named beneficiary of two policies of national service life insurance, totaling 
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S1.000. 
Approved April 14, 1952 
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ARTHUR STAVELEY 


Whom It May Concern: 





The following information is, to my knowledge, a true and accurate statement 


of the amount of repair bills paid vv me tor repair of damage to mv house as 
the result of the plane ¢ rash on November 2, 1942. 
The amount of the bills was $500 for all materials and labor. These bills have 


aid by me. 


Ast resu ol the pla ras ( ecurred on Nove er 2, 1942 front 
of o house, damage was dom ) NV automob 

Che repair bills amo ted to $100 and all these bills have bee paid b 

The above stateme Is I and accurate to e be of my know Lor 


Witnessed by: 


[SEAL] ARCHIBALD R. Oniver, N P 


Ju 1. 1942 S200. 00 
Office visits (33 140. 00 
Jan. 1. 1950 259. OO 


June 3, 1942 33. 00 


Jum i 142 35. OO 
| - 4 - 

J 4, 1942 35. 00 
ine 21, 1942 16. 00 


J 

Nov. 21, 1949 & OO 
I 7. 00 
I 7. 00 
1) 10, 1949 5 OO 


1947—50 IS. 60 
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the continuation of his education at this time, and the father is in 
debt at the present for such schooling. So that the delav which would 
be coincident to his suit under the Federal ‘Tort Claums Act would 
defeat the present need. 

Your committee believes that the claim is meritorious, and that the 
boy should be compensated tor this permanent INyUry 

A similar circumstance was the basis of a bill which provided for the 
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the United States Government laundry at the Mesealero Indian 
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is authorize 
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and directed to pay, 
appropriated, 
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$1,000 to Harvey Marden 
- of $4,000 to the Commissioner of Indian Affairs, to be expended 


f of Harvey Marden in such manner as in the judgment of the Commis- 
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the phvsicai and eco- 


nomic rehabilitation of Harvey Marden: Provided, That no part of the amount 
appropriated in this Act in excess of 10 per centum thereof shall be paid or de- 


liverec 
c 
. 


by 


al 





o or received by any agent or at 
this claim, and the same shall 
Any person violating the 


qaemeanor ant 


rroved Septemb 


f services rendered in 


any contract to the 


sions of this Aet shall 


reof shall be fined in 
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COLUMBIA BASIN ORCHARD AND OTHERS 


Mr. LANE, from the Committee on the Judiciary. submitted the 


7 
follow Ine 


The Committee on the Judiciary, to om was referred the bill 
H. R. 4398) to confer jurisdiction upon tl United States Court of 
Clain s to hear, determine, and rie ( L Uupeo tt Clailis of 
the Columbia Basin Orchard. the Sentt \ssocintio Credit Men. 
and the Perham Fruit C Ei, Hea ONSIGCT’ tiie Same eport 
favorably thereon without amendment and 1 ommend that the bill 
do pass. 

The purpose of the proposed legislation is to cor irisdiction 
upon the United States Court of Claims to hea determine and 
render judgment upon certain claiurs of the Columbia Basin Orchard, 
the Seattle Association of Credit Men, and tl Perham | > <JOFrp. 


This bill is merely to refer these claims to the United States Court 
of Claims for determination and judemet 

Therefore, vour committee recommends favorable consideration of 
the proposal, 


Hon. EMANUEL CEI KE} 


My Dear Mr. Ce R: We are Yt t ror t for a report 


on H. R. 4398, a bill to confer jurisdictior e Court of Cla to hear. 
determ Ti¢ and rel ler } | ment } ! i ova ( } ) 1 
Orchard, the Seattle Association f Credit \ and 1 Perham Fr 


I recommend that this bill be not enac 
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The facts in connection with this claim, as viewed by this Department, are set 
forth herein. The Columbia Basin Orchards, located approximately 26 miles 
south of Grand Coulee Dam and about 4 miles north of Coulee Citv, Wash., 
contained 560 acres of land, more or less, of which about 196 acres were irrigated 
and planted to orchard. The majority of the trees were apple. There were a 
substantial number of pear, and a few cherry, peach, prune, and apricot trees 
About one-half mile west of the orchard, there is an alkaline flat area in which 
water collected in the spring from melting snow and spring rain, In the summer 
time this area usually dried up, except for small sections fed by springs At the 
eastern edge of this area, generaliv known as Orchard Lake, there was a 
spring from which water was pumped to the orchard for irrigation purposes 
During the period from 1936 to 1940, personnel of the Bureau of Reclamation of 
this Department were engaged in determining whether this particular area and 
other lands within the Grand Coulee would be suitable for use in connection with 
the Grand Coulee equalizing reservoir, which was subsequently constructed and 
which is now being filled. On or about June 16, 1939, a test shaft known as the 
Ankeny shaft penetrated an underground flow of water. 

Krom that date until April 10, 1940, water was pumped from the shaft by 
Bureau of Reclamation employees. Part may have flowed into Orchard Lake 
though the Bureau personnel involved testified that they saw no evidence of this. 
By April 1940 the somewhat alkaline waters of the lake had risen and had inun- 
dated the claimants’ spring. The claimants, with full knowledge thereof, started 
irrigating the orchard on April 28 and performed one complete irrigation and 
part of another before their spring cleared up around the middle of June. The 
spring of 1940 was a season of unusually high runoff and precipitation, a fact 
established by official Weather Bureau records. No water was pumped out of 
Ankeny shaft by the Bureau after the spring of 1940, but it appears that the 
lake reached equally high levels in the springs of 1941 and 1942, which were also 
unseasonably wet ; 

It also appears that during the late summer of 1940 some of the trees and 
fruit of the orchard exhibited deleterious effeets which the claimants alleged were 
caused by contamination of their irrigation water by reason of the flooding of 
their spring, but which were, in the Judgment of personnel of the Bureau of 
Reclamation, attributable to other factors such as fire blight. Notwithstanding 
this situation, the orchard bore a better-than-usual crop during that season. 
Because the property ultimately was to be acquired for the equalizing reservoir, 
suggestions were made by the claimants in the spring and summer of 1940 that 
the Bureau of Reclamation purchase the orehard, but it did not have the authority 
or funds todosoat that time. Inthe spring of 1941 the Columbia Basin Orchards, 
which was indebted to the other claimants in excess of $100,000 and which was 
having difficulty financing operations for that vear, spraved a large portion of 
the orchard with tar oil spray to kill the bloom and prevent the orchard from 
bearing a commercial crop that season. ‘The orchard was not irrigated or operated 
after 1941. 

A claim was filed June 27, 1942, with this Department, which, after thorough 
consideration, was denied on November 19, 1942, forthe reason that the claimant 
failed to establish that the contamination of the spring was caused by pumping 
operations of the Bureau of Reclamation or that the deterioration of the orchard 
was caused by any contamination of the irrigation water. After denial of the 
claim in 1942, no further action in the matter was taken until 1946 when the 
United States, with the urging of claimants’ attorneys who were concerned about 
the statute of limitations running against their claim, resorted to condemnation 
proceedings to acquire the land for reservoir purposes. In 1946 the orchard, 
which had not been irrigated since 1941, plus the spring and appurtenant diversion 
and distribution works, was appraised for the Bureau of Reclamation as an 
abandoned orchard and valued at $17,700. The property had also been appraised 
on June 13, 1940, as a going orchard, and was then valued at $61,826. The 
condemnation proceeding was concluded on September 25, 1947. There was a 
verdict of $70,000 in favor of the claimants. 

On May 17, 1948, action was instituted in the Court of Claims to recover 
$165,000 on the theory that the act of the United States in pumping water from 
Ankeny shaft constituted a taking of the orchard property without Gue process of 
law. It was alleged that alkali from Orchard Lake had contaminated the spring 
and it was the theory of the action that the contaminated water, by damaging 
the orchard, constituted a confiscation of the claimants’ property, as fully as 
though it had been physically appropriated. This suit resulted in an opinion 
dated March 6, 1950 (116 Ct. Cls. 348), dismissing the case on the ground that it 
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was barred by the statute of limitations, inasmuch as the acti a 
menced within 6 vears after plaintiff was aware of the damage allegedly caused | 





the United States. The court did not consider the defenses which were raised 
by the United States, because it did not consider that it had jurisdicti 
Prior to the filing of the claim in 1942, a t! orough investigation mia 
the amount of water being pumped from Ankeny shaft. Thes v 
were made by competent engineers of the Bureau of Reclama te 
direction and supervision of Mr. Frank Banks, t!} t he per ng engineer for 
the Columbia Basin project The conclusion as reached tha water 
irom the shaft reached the lak ho appr b ! « jal resulted fron 
pumping operations of the Bureau of Reclamatic uring is sa per 
exhaustive examinations of the orchard and the s« onditions ther id of 
waters of the lake and spring were also made | perienced Burcau pers 
and others None of the officials engaged in th \ ivatio Y led \ 
the orchard dainage was in anv way attribttab to Lnited States 
It appears, therefore, that the claim has beet lered by this Depart 
ment, that the claimants have already recovered 870.00! he cond 
action above-mentioned, and that t bey ! ! DeCNSLV cat ic 
in the Court of Claims Much time and effort have been expended in investigat 
ing the claim and every consideration hes en a rrded 1 Lima The 
claimants have been accorded a full and adequate hearing, a there is, I believe 
no warrant for further litigation A= early as Ni miber 1942 1 aimants had 
received an authoritative decision concerning their rights and, had t » desired 
thev could bave brought action at that time 
In view of its full participation in this claim, this Department is { aware ¢ 
all the pertinent facts and arguments, many of them confli ‘ laimat 
have advanced from time to time. Based on the ire record ! w tl 
the claim is not justified and that the United Stat ould not be } to further 
expense in defending i It also appears that the claimants have already recovered 
more than the value placed upon the orchard on June 18, 1940, just prior 
time the alleged damage became apparent accord tot Claimant a board 
of disinterested appraisers who were well experic! rchard ations 
Furthermore, if the claimants are permitted to bring an actior ( rt of 
Claims, as proposed by H. R. 4398, notwithstanding t! ay of tin nd prov 
sion of law to the contrary, the result would be t era i xtra r 
such claimants In the absence of a much more meritor < Ca for f er of 
the statute of limi ( . | au 
ment of sucha bills \ Sel ZE is ap 
the doors of the BF oa 1 rmi if per 
claims against the w! iT I r . 





tations. 
The Bureau of the Budget has advised that there is no objection to the subn 
sion of this report to your committee 
Sincerely yours, 


Hon. EMANUEL CELLER, 
Chat man, House J id eiary ('omm llee, 
Old House O flice Bu ding, Wasi ingl rn, D c 


DEAR Mr. CHAIRMAN: H. R. 4398 for the relief of ¢ imbia Basin Orehat 


Seattle Association of Credit Men, et a pendi ee ee 64 iat’ 
understand the report from the department coneerned requested 
mittee has been received 

This is a measure to provide for the Court of Claims to hear the Columbia Ba 
Or:‘hard case notwithstanding the satute of limitations | reas 


int-oduction of this legislation will be found in the decision of t ( rt of Clat 
(S88 Fed. Supp. 738 In this connection there is attached the report the co 
missioner filed July 28, 1949, in the United States Court of Cl: 


hihi 
The commissioner took testimony for a period of al t6éorsSd | lerstand 
and it is hoped this testimony may be considered and \ 
going through the entire litigation again It nit ed that { 
to the Columbia Basin Orchard, a large orchard tract rth of ¢ nas “A 


State of Washington, due to activities of the Burea f R ama n as described 
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in the report of the commissioner The orchard was abandoned and in 1946 tl 

Bureau of Reclamation filed condemnation proceeding The situation is out 
lined in the following information received from Mr. Charles I Powe fi the law 
firm of Moulton, Powell & Gess, Kennewick, Wash., representing the orchard 





he Columbia Basin Orchard was well known, being the large orchard tract 


north of Coulee Cit In 1940 damage appeared We think it was established 
that the damage was due to the Bureau’s activits Later the o ird wa 
abandoned and in 1946 the Bureau filed condemnation, The case was tried in 
1947, in October in Spokane, and resulted in a verdict fixirg the value of the 


property and orchard in its then damaged condition, at $70,000 as of sh 


‘The Court mstructed the jurv that it was not to take it to consideration t] 


damage to the orchard Thereafter and on May 17, 1948, a2 complaint was filed 
in the Court of Claims and evidence was taken before a commissioner in February 
1949; be made his report July 28, 1949 The ease was set for argument and 


argued in February 1950, and resulted in a dismissal because the Court of Claim 
held it was without jurisdiction, the action not havine been filed within 6 vears 
from the date of lamace 

“You can see the dilemma Mr. Wonn (Columbia Basin Orchard) was placed in. 
The Bureau withheld condemnation till 6 vears after the damage started. At the 
trial, the court in the condemnation case said the jurv should not consider the 
damage. In Julv or June of 1942 Mr. Wonn determined that he could then 
ascertain the extent of damage. We flelin the Court of Claims within 6 vears 
thereafter but the court held that the 6-vear statute started earlier and in 1940, 
and held it was without jurisdiction.” 

Further information received from Mr. Powell is as follows: 

“The act as drafted appears to be entirely in order and if it is passed I am sure 


it will solve our diffieulties in that respect We had hoped that there was some 
wav by which we could use the examiner’s report on the Court of Claims hearing 
without the necessity of going through the entire litigation again. We took 
testimony before the commissioner of the Court of Claims, Mr. Vanee, starting 
on February 22, 1949, for a period of about 6 or 8 davs. There are a number of 


pages of testimony, which testimony was submitted to the Court of Claims at the 
time of the argument in February of 1050. 

‘l am wondering if vou would mind going over the matter with the counsel 
handling the type of legislation with the House Committee on the Judiciary. 


lease refer him to the decision of the Court of Claims (S88 Fed. Supp. 738). Also, 
we have sent vou the report of the commissioner If there is some way bv which 
the matter could be perhaps stopped in the middle to save us taking the testimony 


all over again, it would be an immense benefit and saving to everybody concerned, 


and the Court of Claims could then reconsider the testimony and hear the case on 
its merits On reargument rather than taking the testimony all over again.” 
I will greatly appreciate having the proper subcommittee go into this matter 


and determine the merits of the proposed legislation 
Very truly vours, 


Hat Houmes, M. C. 
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JULIO MERCADO TOLEDO 


Mr. Lane, from the Committee on the Judteiar subr 


followin 


REPORT 


mpa a. 5 <0 
The Committee on the Judiciary, to whom was referred the bill 
(HH. ht D207 for the reliet Ol Jul oO Mer vHdo Lotedo th} Wine CONnSIderes 
the same, report favorably thereon withou mmendment nd recon 
mend that the bill do pass. 
The purpose of the proposed legislation O pa. the sum of 82.06 


to Julio \lercado Toledo, of Puerto Rico, in settlement of al clain 
against the United States for injuries suffered Mareh 9, 1944, whe 
he was struck by a United States Army true n Ponee, P. R 


STATEMENT OF FACTS 


On March 9, 1944, at about 10:20 a. m 


— 


truck, operated by an enlisted man on military police-patrol duty, 
with whom another enlisted man was riding as a passenger, was 
proceeding south on North Mavor Cantera Street in Ponee. P. R 

approaching the intersection of that  stre with Estrella Street 
After entering such intersection the Army driver suddenly stopped 
his truck and started to back out of the hntersectiohn, as he desired 
to interrogate a solider whom he had observed on the street While 


backing out of the intersection the Army vehicle struck Julio Mercado 
Toledo, 75 vears of age, S82 Coto Street, Ponce who was crossing North 
Mavor Cantera Street from west to east, and knocked him to the 
pavement, Asa result of the accident Mi Mercado Toledo sustained 
a fracture of the right humerus, a fracture of the right external malleo 
lus, contusions of the fronto-parietal region, an incised lacerated 


wound of the left gluteal reg rion, and shock For the treatment of 
his injuries Mr. Mercado Toledo incurred medical and hospital ex 
penses in the aggregate amount of $239.25 $150 for medical expenses 


and $89.25 for hospital expenses). 

On March 26, 1944, Julio Mercado Toledo filed a claim with the Wa 
Department (now Department of the Army) for damages in the 
aggregate amount of $2,300 on account of his injury in the aeciden 
of March 9, 1944 $2,000 for personal injuries; and $300 for medical 
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JULIO MERCADO TOLEDO 
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aid hospital expenses). The claim was duly considered under the 
at of July 3, 1943 (57 Stat. 372; 31 U.S. C. 223b), and was approved 
01 June 30, 1944, in the amount of $239.25 (the medical and hospital 
expenses actually incurred), and that amount was paid to the claimant 
on February 8, 1945. There was no statute then, and there is nore 
now, under which any amount might be paid to the claimant en 
account of the personal injuries, pain and suffermg, and physical 
disability sustained by him as the result of this accident. 

The Department of the Army, in its report dated June 9, 1952, 
states: 


The evidence in this ease clearly establishes that this accident and the resulting 
injury of Julio Mercado Toledo were not caused by any fault or negligence on his 
part, but were caused solely by the negligence of the driver of the Army truck 
involved in said accident in attempting to back his vehicle out of an intersection 
without exercising the proper precaution to ascertain whether anyone would be 
endangered by such a maneuver. The Department of the Army, therefore, 
believes that the claimant should be compensated in a reasonable amount for the 
personal injuries, pain and suffering, and physical disability sustained by him as 
the result of this accident. The proposed award of $2,060 provided in H. R. 5207 
appears to be fair and reasonable and the Department, accordingly, has no 
objection to the enactment of the bill. 


Therefore, your committee concurs in the recommendation of the 
Department of the Army, and recommends favorable consideration 
of the bill. 


DEPARTMENT OF THE Army, 


Washington, D. C., June 9, 1952. 
Hlon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Ceiter: The Department of the Army has no objection to the 
enactment of H. R. 5207, Eighty-second Congress, a bill for the relief of Julio 
Mereado Toledo. 

This bill provides as follows: 

‘That the Secretary of the Treasury is authorized and directed to pay, out of 


anv money in the Treasury not otherwise appropriated, the sum of $2,060 to 
Julio Mereado Toledo, who was injured on March 9, 1944, when struck by a 
United States Army truck, in Ponce, Puerto Rico. The payment of such sum 


shall be in full settlement of all claims against the United States on account of 
such accident.” 

On March 9, 1944, at about 10:20 a. m., an Army one-quarter-ton truck, oper- 
ated by an enlisted man on military police patrol duty, with whom another 
enlisted man was riding as a passenger, was proceeding south on North Mayor 
Cantera Street in Ponce, P. R., approaching the intersection of that street with 
Kstrella Street. After entering such intersection the Army driver suddenly 
stopped his truck and started to back out of the intersection, as he desired to 
interrogate a soldier whom he had observed on the street. While backing out 
of the intersection the Army vehicle struck Julio Mercado Toledo, 75 years of age, 
82 Coto Street, Ponce, who was crossing North Mayor Cantera Street from west 
to east, and knocked him to the pavement. As a result of the accident Mr. 
Mercado Toledo sustained a fracture of the right humerus, a fracture of the right 
external malleolus, contusions of the fronto-parietal region, an incised lacerated 
wound of the left gluteal region, and shock. For the treatment of his injuries 
Mr. Mercado Toledo incurred medical and hospital expenses in the aggregate 
amount of $239.25 ($150 for medical expenses; and $89.25 for hospital expenses). 

On March 26, 1944, Julio Mercado Toledo filed a claim with the War Depart- 
ment ((now Department of the Army) for damages in the aggregate amount of 
$2,300 on account of his injury in the accident of March 9, 1944 ($2,000 for per- 
s-nal injuries; and $300 for medical and hospital expenses). The claim was duly 
considered under the act of July 3, 1943 (57 Stat. 372; 31 U.S. C. 223b), and was 
approved on June 30, 1944, in the amount of $239.25 (the medical and hespital 
expenses actually incurred), and that amount was paid to the claimant on Febru- 
ary 8, 1945. There was no statute then, and there is none now, under which 
any amount might be paid to the claimant on account of the personal injuries, 
pain and suffering and physical disability sustained by him as the result of this 
accident. 
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While the claimant in correspondence with the Department of the Army has 
stated that he is ‘‘a family man,” the Department is not informed as to whether 
anvene is actually dependent upon him fer su 

The evidence in this case clearly establishes that this accident and the resulting 
injury of Julio Mercado Tcledo were not caused | ! 
his part, but were caused solely by the neclicence of the driver of the Army truck 
involved in said accident in attempting to back his vehicle out of an intersecti 
without exercising the proper precaution to ascertain whether anyone would be 
endanvered by such a maneuver. The Department of the Army, therefore, 
believes that the claimant should be compensated in a reasonable a int for 
the personal injuries, pain and suffering and physical disability sustained by him 
as the result of this accident. The proposed award of $2,060 provided in H. R 
5207 appears to be fair and reas*nable and the Department, accordingly, has no 
objection to the enactment of the bill. 

The claimant has no remedy under the Federal Tort Claims Act (60 Stat. 843 
28 U. 8S. ©, 931 as revised and codified by the act of June 25, 1938S (62 Stat 
933; 28 U.S. C. 1346 (b)), and as amended bv the act of April 25, 1949 (63 Stat 
62), for the reason that the accident in which he was injured occurred prior to 
Januarv 1, 1945, the effective date of said statute 

The Bureau of the Budget advises that there is no objection to the submi I 
of this report. 

Sincerely yours, 





FRANK Pace, Jr., Secretary of the A 





Hospital! SANTO AsILo DE DAMAS 
Ponce, P. R., July 6, 1949. 

To Whom It May Concern: 

This is to certify that Mr. Julio Mercado Toledo was admitted to this hospital 
on March 3, 1944, until April 10, 1944, suffering from the following 

1. Fracture of the surgical neck of the right humerus 

2. Fracture of the right external maleolus (rig i 

3. Severe contusion and laceration of the gluteal regio 

t. Contusion and laceration of the right fronto-parietal regio 


Patient was discharged from the hospital improved 

Examination of the patient on this date (July 6, 1949) shows him to be well 
nourished, white male of about 80 vears of age, not appearing acutely il 

Examination of the right shoulder joint (site of fracture) shows the fracture 


well healed and the movements at the shoulder joint are about 75 perce! f the 
normal movements. 
The right leg appears entirely normal and the movements at the right ankle 
joints (site of fracture) are normal. 
Americo Serra, M. D. 


SworRN STATEMENT OF Luis RENTA MARTINEZ 


Luis Renta Martinez, appeared, and under oath, states: That his first and 
second names are as stated above; that he is of age, resident of the city of Pon 
an employee of the firm of Valois Pagan; that he lives at Mayor Street, corner of 


Estrella Street, in the citv of Ponce, P. R.; that on the 9th of March 1944, from 
9 to 10 in the morning, at the corner of Estrella Street and Mayor Street, witnesse | 
the following: 

That Mr. Julio Mereado Toledo, at the moment when he was crossing Mayor 
Street from west to east was hit by a jeep belonging to the United States Arn 
driven by military men, and which was running in reverse, throwing Mr. Julio 
Mercado Toledo against the fence at the east side of Mavor Street, leaving him 1 
a state of unconsciousness; that after the accident the occupants of the above- 
mentioned vehicle, got off and picked Mr. Julio Mereado Toledo up, and took him 


to their jeep; that everything here stated by the witness, is the truth and was what 
he saw, and swore to this statement to confirm that everything stated is the trutl 


> t 


and signs this statement, at the city of Ponce, P. R., today, September 28, 1949 
Luis Renta MARTINEZ 
Sworn to before me by Luis Renta Martinez, of age, resident of the city of 
Ponce, P. R., an employee at Valois Vagan; and whom I know personally, 
Ponce, today the 28th of September 1949, 
[SEAL] RaFraEL AtitES Morev, Notary Publ 








Fest 





JULIO MERCADO TOLEDO 


SWORN STATEMENT OF JOSE COLON 


Jose Colon appeared, and under oath, stated: That he is of age, resident of 
Ponce, P. R.; an emplovee in the firm of Valois Pagan, who tives at Mavor Street, 
corner of Estrella Street, in Ponee. That on the dav of March the 9th, 1944 
from 9 to 10 o'clock in the morning, in the corner of Estrella and Mavor Streets, 
witnessed the following 

That Mr. Julio Mereado Toledo, at the time he was crossing Mavor Street 
from west to east, was hit by jeep of the Army of the United States, driven by 
military men, and which was running in reverse, hitting Mr. Julio Mereado 


Toledo, and thr>aing him against the fence, at t 





1 east side of the above-men- 

; that the 
occupants of t! thove-mentioned jeep, after the accident, picked Mr. Julio 
Mercado Toledo up, and took him in their jeep; and that evervthing above 
stated was what the witness saw; and that be swears this statement to be the 
truth of what he saw; and for its confirmation, signs this statement in Ponce 
today, the 28th of September 1949 


tioned street, leaving said gentleman in a state of unconsciousness 
rr 


Josk& Conon 
Sworn and subscribed before me by José Colon of the firm Valois Pagar 
whom I know personally in Ponce, P. R., today the 28th of September 1949 


RarakEL Arites Morev, Notary Pub 


SWORN STATEMENT OF JULIO MeérRcAbDoO ToLepo 


Mr. Julio Mercado Toledo, of age, resident of Ponce, P. R., proprietor, married, 
appeared, and under oath, states: That his first and second names are as stated 
above, that on the 9th of March 1944, between 9 and 10 in the morning, on the 
section from Estrella to Mavor Streets, was hit by a vehicle belonging to the 





United States Army, due to negligence on the part of a military policeman who 
was driving the mentioned vehicle; that he was taken to the “Damas” Hospital 
of the citv of Ponce, where he was attended by Drs. Serra and Rodriguez of this 
city; resulting from the medical examination, the following: Bruises on forehead 
wound under left thigh; dislocation of left arm; fractured left leg and aukl 
that this case had been discharged after 32 days of hospitali mm, Causing the 
partial loss of eve and hearing; by the wound in the left thigh, the inabilit) 


of sitting dow the arm has remained disabled for work; resulting in the 


impossibility of continuing my radio studies for lack of sight; that my fractured 





leg and ankle have remained disabled, preventing my normal walking and missing 





mn step when trving to do so; that on account of the wounds and bruises received 
in the above-mentioned accident, I have remained completely incapable of per- 
forming any kind of work: that evervthing stated by the plaintiff is the truth, 
atement for confirmation of the whole truth, and for the legal 
proceedi uv mi this ety, today the PSt of S« ptember 1949 


Juno Meércavo ToLepo 


Sworn and subscribed before me by Mr. Julio Mercado Toledo, of age, married 
resident of Ponce, P. R., proprietor whom I know personally in Ponce, today the 
28th of September 1949 


[SEAL] RarakL AtTiLES Morev, Notary Public. 


STATEMENT OF AMERICO SERRA, M. D., oF Santo Asito DE Damas Hospirat 


To Whom It May Concern: 

This is to certify that Mr. Julio Mereado Toledo, was admitted to this hospital 
on March 3, 1944, until April 10, 1944, suffering from the following 

1. Fracture of the surgical neck of the right humerus 
2. Fracture of the right external maleolus (right fibula 

3. Severe contusion and laceration of the gluteal region 

t+. Contusion and laceration of the right fronto parietal region 

Patient was discharged from the hospital improved 

Examination of the patient on this date (July 6, 1949) shows him to be well 
nourished, white, male of about 80 vears of age, not appearing acutely ill. 

Examination of the right shoulder joint (site of fracture) shows the fracture 
well healed and the movements at the shoulder joint are about 75 percent of the 
normal movements 

Che right leg appears entirely normal and the movements at the right ankle 
joints (site of fracture) are normal, 
PONCE, P. 4 July 6G, 1949, 
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Mr. Jonas, from the Committee 


The Committee on the Judi 
(H. R. 4909) for the relief of Arth 
same, report favorably thereon w 
the bill do pass 

The amendment is as follows 

Page 1, line 11, after the figur 


Thre Dil pose of thr proposed 


Ld to DO) « | the Federal Emplovees’ 
Mr. Arthur J. Boucher to { le his cl 


allegedly caused by his employment as 


Naval Shipvard, Boston, Mass., 


Your committee recommends ¢ 


for mi) vson H.R ie) 
H. R. 4909 
Emp C 


injurv and vim for ) 
Bureau of Fmy 0 
consider a bith) Tor 
from t 

prior 


First, I would 
omitted som ord \ 


claim’ hould 


iil @ 


BOL ¢ 





2 ARTHUR J. BOUCHER 


An examination of the records of the Bureau of Employees’ Compensation 
reveals that on October 11, 1950, a written notice of injury and an original claim 
for compensation were received from Arthur J. Boucher, in which he alleged that 
in August 1943, he suffered a muscle strain on the left side of his body caused by 
heavy lifting while in the performance of his duty at the Boston Naval Shipyard. 
On November 9, 1950, formal claim for compensation for disability for the period 
from September 6, 1944, to December 31, 1945, was received from this employee 
Upon receipt of such forms, the Bureau made inquiries concerning his alleged 
injury and the employing establishment advised that there was no record of any 
official report of the injury by the emplovee at the time it was alleged to have 
occurred, Since it was clear from the record that the emplovee did not file his 
claim within the maximum period of limitations provided by the statute, the claim 
was rejected on such ground. 

The provisions of this bill, in singling out one person to receive special considera- 
tion under the Federal Employees’ Compensation Act, would violate the concept 
of equal treatment, which is a basic principle of the act, as enacted by Congress. 
I am, therefore, opposed to the enactment of the bill 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Yours very truly, 
Maurice J. Tosi, 
Secretary of Labor. 


LAWRENCE, Mass., April 29, 1952. 
Hon. Tuomas J. LANE. 

Dear Sir: I have put in a claim for compensation long after the specified period 
of time allowed me by law. Because my injuries sustained at Boston Naval 
Shipyard in 1944 keep me from doing so, my illness lasted many months after the 
specified period of time and was hoping to get well before putting in a claim for 
compensation, but I never did recover from such injuries so you will note in my 
doctor’s statement you will find attached to this letter. 

Yours sincerely, 
Artuur J. BoucuHeEr, 
48 South Broadway, Lawrence, Mass. 


AnpboverR, Mass., April 29, 1952. 
To Whom It May Concern: 

This is to certify that I have examined Arthur Boucher of South Broadway, 
Lawrence, Mass., who complains of weakness and pain in his side, caused by an 
injury while he was empleyed at the navy vard at Boston. I find that he has 
tenderness over the muscles of abdomen and side and that his muscles are weak. 

He cannot follow his usual work of pipefitting. 


JEREMIAH J. Daty. 
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2 ALEXEI FRANK 
same year he purchased a house in La Faviere, France; and that he 
was domiciled in France at the time of the outbreak of World War II. 

The Department of the Army has been informed that during the 
German occupation of France in World War IL Mr. Frank served 
with the French Forces of the Interior in France, but that he was 
released therefrom in August 1944; that he thereupon sought employ- 
ment as an interpreter with the United States Army or enlistment 
in the Army as a soldier; that upon being informed that he could 
neither enlist in nor be employed by the Army he informally attached 
himself to the One Hundred and Eightieth Infantry Regiment, Forty- 
fifth Division, which it appears was then in or near Grenoble, France; 
and that he received the necessary equipment of a soldier and accom- 
panied the American forces until October 18, 1944, when he was 
severely injured by the explosion of a land mine near Epinal, France. 
Mr. Frank was struck by many fragments of the mine. Fragments 
of the mine penetrated his right eve and the right side of his face, 
destroying the eve and leaving a permanent disfigurement of the right 
side of the face. His right hand also was severe ‘ly injured. Mr. Frank 
was hospitalized and treated in various United States Army hospitals 
in France and in England for a long period of time without any cost 
to him. He now resides in London, England. 

On November 2, 1951, Dr. C. R. MeLaughlin, East Grinstead, 
England, made the following statement concerning Mr. Frank’s 
injuries: 

Mr. Alexei Frank was admitted under my care on July 7, 1947. He stated 


iat he had been blown up by a mine in October 1944, and had been treated at 


rious United States military hospitals. His condition on admission was as 
rollows 
There was a serious disfigurement of the whole of the right side of the face due 
oO tattooing wit rdite The whole of the right eve and surrounding tissues 
ad been destroyed Che right frontal bone was fractured and depressed. There 
Was CX ive carring below the right orbit 
Rig irm: There were extensive healed lacerations involving the whole of 
right forearm and hand. The ring and middl fingers were missing, together 
with the central part of the bones of the palm Phere was serious limitation of 
movements of the thumb, index, and little fingers Movements of the wrist 
wer i ) rio imited 
Major plastic surgery was necessary and operations were carried out on July 9 
und mber 1, 1947. These ineluded extirpating the remains of the right eye 
ket and moving skin flaps to close the whole of the cheek At the second 
yperation elaborate repairs were carried out on the wri dons with extensive 
pia Lic surge! tO ODtalIhn proper SKIN COVCT including a large skin graf An 
at was made to conceal the gross disfigurement in the right orbit areca 
a prosthetic appliance, but the wearing of this proved difficult, and eventu- 
ally the patient preferred a simple blac] — 
W he last seen on November 2, 19 51. pat ient was still covered with multiple 
scars, Which are beyond the range of plastic surgery, and there is also considerable 
rav tatto The right eve socket is grossly deformed and extremely disfigur- 
appearance of the right hand it grossly deformed, and his use of it is 
the ou me of intelligent persistence rather than a satisfactory reconstruction 
which is in fact impracticable 


In view of the fact that Alexei Frank served with the American 
orces in France and rendered faithful service and was severely in- 
jured as the result of such service, it is the opinion of the committee 
that he should be compensated for such services and injuries in the 
amount of $10,000, and it is therefore recommended that favorable 
consideration be given the proposed legislation. 
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June 19, 1952. Committed to the Committee of the Whole House and ordered 


Mr. Lane, from the Committee on the Judiciary, submitted the 


following 


REPORT 


{To accompany H, R. 6738) 


The Committee on the Judiciary to whom was referred the bill 
H. R. 6738) for the relief of Mary Fox, hav ine considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass 

The purpose ot the proposed le cvislation Is tO pay the sum of $5,000 
to Mary Fox, of Hialeah, Fla., in full settlement of all claims against 
the United States on account of personal injuries sustained by her 
on January 25, 1945, when a Miami Transit Co. bus in which she 
was a passenger, was struck by a United States Army truck at the 
intersection of Southwest Fifth Avenue and Southwest Sixth Street, 
Miami, Fla., the operator of which Army vehicle was not acting 
within the scope of his employment 


STATEMENT OF FACTS 


‘) 


The Department of the Army in its report, dated April 2, 1952, 
vives in detail the history of the propose d le cislation and recommends 
enactment of the bill 

After careful consideration your committee concurs in 
mendation of the Department 

The report of the Department ts as follows 


Hon. EMANUEL CELLER 
Sintec Canmitites oa the Teil 


Hlouse of Re} 


Drar Mr. Creiver: Reference is made to vour er ¢ ng a copy of H. R. 
6738, Eightv-second Congress, a bill for the relief « lar and requesting a 
report on the merits of the bill 

This bill provide s as follows 

“That the Secretary of the Trea ry i 


ANY nonev im the Treasury no he! 











) 


MARY FOX 


Fla., the sum of $5,000. The payment of such sum shall be in full settlement 
of all claims of the said Mary Fox against the United States on account of per- 
sonal injuries sustained by her on January 25, 1945, when a Miami Transit 
Co., bus in which she was a passenger was struck by a United States Army 
truck at the intersection of Southwest Fifth Avenue and Southwest Sixth Street, 
Miami, Fla., the operator of which Army vehicle was not acting within the 
scope of his employ ment.”’ 

On January 25, 1945, an enlisted man stationed in the Homestead Army 
Airfield, Homestead, Fla., was detailed to drive a 1!s-ton Army truck from the 
field to Coral Gables, Fla., to furnish transportation for certain USO personnel 
who were to take part in a special services program at the field. He was duly 
dispatched from the field with the truck and drove to South Miami where he 
arrived about 7 p.m. At that point, instead of proceeding on a direct route to 
Coral Gables, he decided to drive on up to Miami to the home of a girl friend 
on personal business of his own. The girl friend lived on Southwest Fourth 
Street, near Southwest Fifth Avenue, in Miami. The Army driver drove into 
Miami and was about 12 miles off his authorized route as he approached the 


intersection of Southwest Fifth Avenue and Southwest Sixth Street, Miami. 
The Army truck was proceeding in a northerly direction on Southwest Fifth 
Avenue At the intersection the Army driver failed to heed prominently dis- 


played traffic signs which required him to stop before entering the intersection 
He slowed down, shifted into low gear and proceeded into the intersection where 
the right front portion of his truck collided with the left center portion of a bus, 
owned by the Miami Transit Co. and operated by one of its employees, which 
was lawfully proceeding through the intersection at a reasonable rate of speed 
in a westerly direction on Southwest Sixth Street. As a result of the collision, 
Mrs. Mary Fox, 75 West Twenty-forrth Street, Hialeah, Fla., one of the pas- 
sengers On the bus, received personal injuries and her eyeglasses, dentures, and 
some of her clothing were damaged. 

Mrs. Fox was removed from the scene of the accident to the Jackson Memorial 
Hospital in Miami where she remained until May 25, 1945. 

Lhe following statement was made on June 13, 1945, by Dr. Hart E. Van 
Riper, medical director of the Jackson Memorial Hospital: 


Lhe records of this hospital indicate that she [Mrs. Mary Fox] was admitted 
1945. The record indieates that 





to the emergeney ward at 8 p. m., January 2 
she was involved in an accident at Southwest Fifth Avenue and Sixth Street at 











aprroximately 7:35 p. m., on the night of admission. This aecident involved a 
Miami Transit Co. bus and Mrs. Fox sustained injury to the left leg. The X-ray 
diagnosis was ‘comminuted subt o@ianteric fracture of the left femur. The 
fragments are displaced upward.’ Mrs. Fox remaired in the hospital until May 25 
and the last X-ray examination rey o‘ted April 2, 1945, is as follows: ‘Reexamina 
tion of the left hip shows the previously menti med fractures. The position and 
alinement are satisfactory. There ‘s evidence of callus formation. The fracture 


lines are still visualized’ 


Che following is a1 





‘eport of a physical examination of Mrs. Fox made by Capt 

W.J. Neweomb, Medical Corps, United States Army, on May 9, 1946: 
‘Iexaminati s made of the left shoulder which showed complete abductior 
mid rotation was @ minimal amount of crepitation as the shoulder was 
many i was found to also be present in the right shoulde The 
muscles compared with those on the right side It was difficult to obtain the 
patient's entire cooperation due to her nervousness but the power of this shoulder 
Was judged as normal compared with the right shoulder Kk xamination of the left 
hip: Abduction 35°; internal and external rotation normal as compared with the 
right; flexion of the left thigh 90°; measurement of the left limb showed that it 
Was one-quarter inch shorter than the right Examination of the left knee 


Observation shows a 5° Valgus of the right knee: there is no lateral, anterior, or 
antero-posterior instapiits of either knee: flexion of the left knee was compl tt 
but the patient complained of pain in the area of the patellar tendon on complete 
flexion; there were several small areas of abrasion on the right knee which the 


‘ 


patient stated were the result of her falling down. She states the falling was 
precipitated by inability to use the left limb normally and caused her to fall 





ition of the left ankle: There is no abnormality noted X-ravs show 
ation of the pelvis shows considerable selerosis in the region of the right 


sacroiliac joint and some irregularity of the right upper third of the sacrum which 
is believed to represent an old well healed fracture in this area 
In addition there is seen a solidly united intertrochanteric type of fracture 


of the left femur. The position and alinement of the parts is excellent. Study 








MARY FOX 3 









of the left clavicle, left shoulder and left knee j t Is negative i here 
gross bony deformity in the left ankle joint although the AP view i 
tomical alinement. There is believed to be no definite pat! cy i 
If any question exists please return tl yatient the department f 
tion of the left ankle. The patient was observed 1d e ha 
she demonstrates very little evidence of limp or f il disak . Impre 
The patient has very good result of the previous i lisa 
noted at the present time.’ 
On Mav 6, 1946, the following statement was made | Mrs. | 
‘Tl was born on August 7, 1875, and am a widovy lam not « ved al \ 
not employed on January 25. 1945 Some of m relat ‘ I I ( Por 
support 
“On January 25, 1945, 1 was riding as a passenger i Mia ( 
and was severely injured when the bus collided with an Army k a ‘ 
section of Southwest Fifth Avenue and Southwest Sixth Street, Miar bla 
‘] lost no earnings as a result of being laid up | 
I sustained in the said accident No one is depender pon n 
‘l haven't paid any medical bills to date and I s Wwe 
I’ve incurred because of my injuries. I was treated | no Ma 
28, 1945, his bill was $350 which I haven't paid to date I've see Dr. Vi ‘ 
great number of times since May 28, 1945, but he has not sent! ore 
to date. I am still supposed to be under treatment by Dr. Vogt, but | 
going to him because of the unpaid bills Phe Jackson Memorial Hospital has 
also presented me with a bill totaling $777.50 which | have 
“T lost a pair of glasses which cost me $20. [ bought the n | 
Ohio, some time in 1943. I lost a shoe in the aceick rhev « ! SR a 
and thev were in good condition ost a oth t and a sw 
accident. The sweater was almost new and ¢ me al S10. M ‘ 
about $30 and was about 3 vears old but i ! Ml M 
teeth, uppers and lowers, were lost in this accid \Iy ost e S75 
I had them made in Cincinnati Outside ot l | 
damagi 
“T sustained a broken left ankle, brok« 
severe bruises all over my body I wa pi 
Jackson Memorial Hospital on May 25, 1942 All t ! | 
ment by Dr. Vogt and I still am At pr 
shoulder and my left ankle and leg bother 
! carry no insurance of any kind for hospita i " ! ! 1 
no monev from anvone on account of 
against anvbodyv except the United State t 
It appears that Mrs. Fox incurred m« and 28 
1945, in the aggregate amount of $1,127.50 and 
her physician a great number of times bu 
On Julv 30, 1947, Mrs. Fox filed a suit agair \ is 
States District Court for the Southern D 
2167—M) for damages on account of the per 
sustained bv her in the aecident of January 2 
judgment in the amount of $10,000, it cost Vhereat ‘ 
complaint so as to inerease the amount of the dama i i S25 000 
suit came on for trial in June 1949 Che plaintiff ¢ 
Was entitled to maintain the suit under the | ( Port Cla \ HO Ss 
843: 28 U.S. C. 931), as revised and codified by the act of Ju 2 M48 (625 
933: 28 U.S. C. 1346 (b)), and as amended | he a of April 2° 49 (b5 S 
62), which provides that the United States di 
shall have exclusive irisdic 
the United States, for mone lama ace! ter J | 4 
for injury or loss of property, or persona 
or wrongful act or oOmlssle ol a mploves 
within the seope of his offies 1 plo 
United States, if a private perso vould 
with the law of the piace where t! get 
On June 9, 1949, after a trial o 
this case in which it found that 
‘ix * ut the tin of } ecide t \r 
member of the Armed | f e | i Sta 
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contained in the trip ticket, and was on a private mission of his own so that at 
said time he was not acting within the scope of his offiee or employment or within 
his line of dutv as required by the United States Tort Act in order to visit liability 
upon the defendant.”’ 





The court further found as a matter of law that ‘“‘* * * the plaintiff has 
not shown herself entitled to reeover damages of the defendant under the Federal 
Tort Claims Act * * *,”’ and that the United States, was, therefore, not 
legally liable for the damages arising out of the accident The court thereupor 


entered a final judgment in the case in which it was ordered and adjudged that the 
plaintiff's suit be dismissed with costs. From that judgment no appeal w: 
taken by the plaintiff to the United States Court of Appeals for the Fifth Circuit 
and the time for the filing of an appeal has long since expired 

The evidence in this case fairly establishes that the accident of January 25, 1945 
and the resulting personal injuries and property damage sustained by Mrs. Mary 
Fox were caused solely by the negligence of the driver of the Army vehicle i 
volved in said accident in entering an intersection without stopping in obedience 
to stop signs prominently displaved and in failing to maintain proper control of 
his vehicle so as to avoid striking the bus in which Mrs. Fox was riding as a 
senger. 

Under the circumstanees of this case the Department of the Army would have 
no objection to the granting of an award in a reasonable amount to Mrs. Fox to 
compensate her for her personal injuries and preperty damage. The award of 
$5,000 proposed by H. R. 6738 is fair and reasonable, and the Department, accord- 
ingly, has no objection to the enactment of the bill 

The Bureau of the Budget advises that there is no objection to the submissior 
of th's report, 

Sincerely yours 


Da 
tr. 


FRANK Pace, Jr., 
Secretary of the Army. 
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MRS. MURIEL J. SHINGLER, DOING BUSINESS AS 
SHINGLER’S HATCHERY 


June 19, 1952.—Committed to the Committee of t Whole H e al rdered 


Mr. Lane, from the Committee on the Judiciary, submitted the 


i 


following 


REPORT 


lo accompany H. R. 6788 

The Committee on the Judiciary, to whom was referred the bill 
H. R. 6788) for the relief of Mrs. Muriel J. Shingler, doing business 
as Shingler’s Hatchery, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass 

The purpose of the proposed legislatior | to pay to Mrs \I riel J. 
Shingler, doing business as Shingler’s Hatchery, of 11543 South Para- 
mount Boulevard, Downey, Calif., the sum of $305.15, in full settle- 
ment of all claims of said hateherv against the United St lor relm- 
bursement tor the loss of approximately 1,795 baby chi vere 
contained in a shipment of 9,000 baby chicks mailed by Shingler’s 
Hatchery on November 30, 1950, to Peterson Feed & Supply Co. 


Tucson, Ariz. 
STATEMENT OF ] 


The Post Office Department, in its letter to the chairman of this 
committee, dated May 2, 1952, gives the history of this proposed legi 
lation and interposes no obj ction to the enactment of the bill 

After careful consideration by the committee, it concurs in the 
recommendation of the Postmaster Genera] 

The report of the Post Office Department is as follows: 


() O Po M G 
a ED if 
Hon. EMANUEL CELLER, 
Cha ( ‘ ) j a 
/] 
1) R Mir. CHair™M Refer 
6788. ab ( { For the re \] ~ 
~} er’s Llatehe 
I} AsUre | 1 
| i rec;re 








2 MRS. MURIEL J. SHINGLER 


doing business as Shingler’s Hatchery, of 11543 South Paramount Boulevard, 
Downey, California, the sum of $305.15. Payment of such sum shall be in full 
settlement of all claims of the said Shingler’s Hatchery against the United States 
for reimbursement for the loss of approximately one thousand seven hundred and 
ninety-five baby chicks which were contained in a shipment of nine thousand baby 
chicks mailed by the said Shingler’s Hatchery on November 30, 1950, at Downey, 
California, to Peterson Feed and Supply Company, Tuscon, Arizona. Such ship- 
ment was not insured by employees of the Post Office Department although such 
insurance was requested by the said Shingler’s Hatchery prior to the time such 
shipment was made. Such claims are not cognizable under the provisions of title 
28 of the United States Code relating to tort claims against the United States by 
reason of section 2680b of title 28 of the United States Code exempting from such 
provisions those claims arising out of the loss, miscarriage, and negligent transmis- 
ison of postal matter. . 7 : a 

The reeords of this Department show that it has beer the practice of the 
Shingler’s Hatcherv at Downey, Calif., to leave a deposit with the post office at 
Downey to cover the postage on shipments of baby chicks made by the hatchery 
so that it would not be necessary for representatives of the hatchery to wait at the 
post office until the parcels were weighed and the postage charges computed. 
Apparently, it had been the practice of the hatchery to have the baby chicks 
transmitted by ordinary mail instead of by insured or collect-on-delivery mail 

It appears that sometime prior to November 23, 1950, Mrs. Shingler discussed 
with the assistant postmaster at Downey the possibility of having the shipments of 
baby chicks sent by insured mail, and that some of the shipments were so handled. 
However, it appears that through misunderstanding all of the clerks in the 
Downey, Calif., post office, who handled the shipments of baby chicks, were not 
informed that the sender desired to have the shipments sent by insured mail. 
Accordingly, the shipment mailed on Nobemver 30, 1950, addressed to the Peter- 
son Feed & Supply Co., Tueson, Ariz. (the subject matter of H. R.6788), was sent 


bv ordinary mail No portion of the amount deposited by the hatchery was used 
for insurance fees, and it appears that the remainder of the amount on deposit 
was applied as postage to cover later shipments. 

Copies of statements made by the assistant postmaster, Superintendent of 





Mails, and elerk in Charge at the Downey, Calif., post office, are enclosed for the 
information of the committee 

. claim for indemnity was filed against the Department for the death of the 
baby chicks contained in the shipment of November 30, 1950. This claim was 
- z 





llowed on November 21, 1951, as the evidence showed that the parcels were 
insured and there is no appropriation available for the payment of indemnity 
in the case of loss or rifling of, or damage to, the contents of parcels sent as domes- 
tic ordinary mail 
In view of the circumstances in this case, this Department will interpose no 
objections to the enactment of this legislation, if it be the sense of Congress that 
the measure is meritorious. 
The Bureau of the Budget has advised that there would be no objection to the 
presentation of this report to vour committee. 
sineerely 


1u1Ts 
oul 


\ 


J. M. DoNALpson, 
Po fmaster-Genera 


YOWNEY, Caurp., January 19, 19 
Hon. Crypre Doyut 
House of Representative 
Dear Concer “an: Thank vou for vour letter of January 10 enelosing report 
from the Post Office Department I also wish to thank vou for your tine and 
trouble in getting this action 
I am enclosing a full and eo nplete statement of facts including the financia 
loss in the hope that vour suggestion to get further action mav be suces | 
Assuring vou of un incere appreciation for vour time and effort 
Ver r 
SHINGLER S HATCHERY 


Mvuriet J. SHINGLER. 


My commission expires Ap) 30, 1954 














MRS. MURIEL J. SHINGLER 3 


Downey, Cauir., Ja 
Hon. CiryprE Doyter, 
House o} Re presentatives, Was! ingtor dD. ¢ 


DEAR CONGRESSMAN: Prior to my husband leat n Januar 949° he | 








been shipping chicks by Railwav Expres We were assured of protectior 
in case of loss, when the rates ros¢ » rapid | lired at tl 

about insuring baby chicks and was informed that I could 1 

could ship them c. 0. d This was impossible for me as I shiy ! ay on- 
ment so sent some by mail and lost a shipment 1.500 about N ember | iO 
Then one of the postal emplovees suggested IT insure them and I fe 1 J ’ 
misformed So on November 23, 1950, I insured 10,000 « | Pete Feed 
& Supply, Tueson, Ariz., and they went through it od shape 

week | 11 red Y OOO to the same fir Ou ns Ts j a 
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82p Concress }) HOUSE OF REPRESENTATIVES ({ REPORT 


2d Nession \ } No. 2919 


PIO VALENSIN 


JUNE 19, 1952.—Committed to the Committee of the Who House and ordered 


Mr. Lane, from the Committee on the Judiciary, submitted the 


following 


REPORT 
[To accompany H. R. 7094 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 7094) for the relief of Pio Valensin, having conside 
same, report favorably thereon with amendment and recommend 
that the bill do pass 

The amendment is as follows 


At the end of bill add 


Provided, That no part of the amount appropriated t Yer ccess of 
10 per centum thereof shall be paid or delivered r received by anv agent or 
attorney on account of services rendered it ( ection \ this aim, and 
the same shall be unlawful, any contract to the Ntrary notwithstanding \ny 


person violating the provisions of this Act shall be deemed guilty of a misdemeanor 


and upon conviction thereof shall be fined in any ] not exceeding S1t.000 


The purpose of the proposed legislation is to pay $452 to Pio 
Valensin, route 2, Box 684, Galt, Calif., in full settlement of all claims 
against the United States for property damage sustained as a result 
of a fire caused by a United States Weather Bureau balloon on Sep- 
tember 27,1951. This claim is not cognizable under the Federal Tort 
Claims Act of 1946 


STATEMENT OF FACTS 


An affidavit signed by Mr. Valensin, dated May 3, 1952, gives the 
history of this claim, and the Secretary of Commerce recommends 
enactment of the bill 

Therefore. vour committee concurs I that recommendation at | 
recommends favorable consideration 

The affidavit, together with the depart: tal report is as follows 








PIO VALENSIN 





THE SECRETARY OF COMMERCE, 
Washington 25, May 7, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Re prese ntatives, Washington, 2 ~€>. 

Dear Mr. CuatrMAN: This letter is in further reply to your request of March 
20, 1952, for the views of this Department concerning H. R. 7094, a bill for the 
relief of Pio Valensin. 

The bill would authorize the payment of $452 to Mr. Valensin in full settlement 
of all claims against the United States for property damage resulting from a fir¢ 
caused by a United States Weather Bureau radiosonde 

The records of this Department show that on September 27, 1951, a Weather 
Bureau radiosonde attached to a parachute came into contact with and short 
circuited an electric power line, and fell in flames into the pasture of Mr. Valensin, 
setting fire thereto. 

The claim of Mr. Valensin for $452 appears to be reasonable and just. Although 
this Department recognizes the validity of Mr. Valensin’s claim against the 
Government, payment of the claim under the Federal Tort Claims Act of 1946 
is not authorized since there is no showing that the loss resulted from any negligent 
or wrongful act or omission to act on the part of any employee of the Federal 
Government 

For these reasons, we recommend the enactment of H. R. 7094. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this letter. If we can be of further assistance in 
this matter, please call upon us. 

Sincerely yours, 
Tuomas W.S. Davis, 
Acting Secretary of Commerce. 


AFFIDAVIT OF P10 VALENSIN 
STATE OF CALIFORNIA, 
County of Sacramento, ss: 

Pio Valensin, being first duly sworn according to law, deposes and says: 

That affiant resides about 7 miles north of Galt, Sacramento County, Calif., o1 
Highway No. 09; that at about 11 a. m. on September 27, 1951, affiant saw smoke 
coming from a field owned by him about half a mile from affiant’s residence; that 
affiant took a fire truck owned by him and drove to the source of the smoke and 
found that there was a fire on a field of pasturage belonging to him; that the fire 
was extinguished y affiant and perhaps 30 neighbors who gathered at the scene 
after the fire had destroyed about 113 acres of pasture land belonging to affiant; 
that there are electric power lines crossing said property where the fire occurred 
that when affiant arrived at the fire he found that a balloon owned by the Weather 
Bureau had fallen on the power line causing a short circuit and the wind blew the 
ignited balloon from the power line across a road so that it landed in the pasture 
land of affiant thus causing the pasturage to ignite; that the instrument which was 
attached to the balloon by the Weather Bureau was picked up by Charles N. Wil 
liams, a traffie officer of the California Highway Patrol, and was delivered by him 
to the Weather Bureau office at the Sacramento Municipal Airport on the date of 
the fire; affiant understands that R. A. Kissell and his wife, of Route 2, Box 674 
Galt, Sacramento County, Calif., saw the balloon fall upon the power lines and 
drop to the ground and cause the fire in the pasture land. 

Pro VALENSIN. 

Subscribed and sworn to before me this 23d day of May 1952. 


[SEAL] Herpert E, Wuire, 
Notary Pub 
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Mr. Lang, from the Committee on the Judiciary, s 
the following 
aa saa ae 
REPORT 
[To accompany S. 3195.] 
The Committee on the Judiciary, to whom was refer 
(S. 3195) to confer jurisdiction upon the United Stat 
Claims to hear, determine, and render judgment upon 


1 


having considered the same, report favorably thercoz 
ment and recommend that the bill do pass 


The purpose of the proposed lecislat on is to auth ! 


States Court of Claims to have jurisdiction to hear, 
render judgment, notwithstanding any statute of li 
or lapse of time on the claim of any owner o1 
or gold placer operation for losses incurred allegedly 


closing or curtailment or prevention of operations of 





placer operation as a result of the restrictions im] 


Production Board Limitation Order L-—208 during 
thereof, 


STATEMENT 


On October 8. 1942. the War Production Board iss 
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which summarily closed the gold mines in this country. 


j 


was rescinded on July 1, 1945, having been in effect ap 


| 
2'3 vears. 


‘The records of the War Production Board show that the 


industry was selected as a guinea pig to test the pol 


down so-called nonessential industries during the wat 


The order failed completely to make any substantial 
the war effort and inflicted ruinous costs on the gold n 


No similar order was issued against any other 
during the war years. 
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In the United States Court of Claims, War Production Poard 
Limitation Order L-208 was the subject of the case of Idaho Maryland 
Mines Corporation v. The United States, and the court issued a decision 
on May 6, 1952, denying the cefendant’s motion to dismiss the 
amended petition of the plaintiff. The defendant’s position was 
based upon a previous decision rendered in Oro Fina Consolidated 
Mines, Inc. v. United States (118 C. Cls. 18), but the United States 
Court of Claims in the instant case held in part as follows: 

As stated above, on a motion to dismiss for failure to state a cause of action, 
all facts well pleaded must be deemed to be admitted for the purpose of such 
motion, although this does not constitute an admission of such facts upon which 
judgment can be rendered without adequate proof. A careful consideration of 
the facts alleged, and a comparison of those facts with the facts considered by 
the courts in analogous cases, persuades us that if plaintiff is able, by competent 
proof, to establish the existence of such facts, the result may follow that despite 
its ostensible purpose of protecting the public in time of war, the action of the 
War Production Board in issuing Limitation Order L—208 was not in fact reeson- 
ably calculated to accomplish such purpose and that no state of facts existed 
sufiicient to justify the Board’s order as an exercise of its war power, and that 
the action was in fact arbitrary. Under such circumstances as outlined in the 
petition, we believe the plaintiff is entitled to a trial on the merits to prove its 
claim that the action of the War Production Bogrd was far more than a rezula- 
tion and amounted to a taking of plaintiff’s right to mine and sell gold. This is 
a valucble property right for which plaintiff would be entitled to just compensa- 
tion under the Fifth Amendment to the Constitution, if there was a taking. 
United States v. Dickinson, (831 U. 8S. 745). The establishment at a trial on the 
merits of proof of facts by plaintiff to rebut the presumption that the particular 
exertion of the Government’s war powers represented by L-208 was justified, is 
a most diflicult burden, and it may well be that even then, as in such cases as 
Hamilton v. Kentucky Distilleries Co. (251 U. 8S. 146), Perrin v. United States (232 
U. 8. 478), and United States v. Doremus (249 U.S. 86), defendant will come for- 
werd with sufficient facts to justify Order L-208 as a proper regulation. At this 
stage of the proceeding, however, plaintiff hes alleged facts sufficient to consti- 
tute a cause of action within the jurisdiction of this court and defendant’s motion 
to dismiss the amended petition must be overruled. 


A reading of the above clearly indicates that the court is of the 
opinion that suffcient facts have been alleged to justify a trial on the 
merits in the claim of the Idaho Maryland Mines Corp., which insofa 
as this legislation is concerned is one of the type of instances which 
require adjudication by the court. 

At the present time many other claimants who may have as cood a 
rizht for an adjudication of their claims as does the Idaho Maryland 
Mines Corp. may not prosecute such claims due to the running of the 
statute of limitations. Many of the claimants after the ruling in the 
Cro Fina case undoubtedly felt that to file in the Court of Claims 
would be useless and, therefore, allowed the statute to run against 
them. It must be noted that the great majority of the mine operators 
affected by the order were the small operators who were mining in 
many out-of-way places and did not have the facilities to employ 
legal staffs to keep them informed of their possible rights. They 
accepted the order under duress and then had no facilities with which 
to overcome the great prestize of Government. 

In order that the background of this situation can be fully under- 
stood and appreciated, it is deemed proper to set forth in part the 
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report on H. R. 4393 of the Seventy-ninth Congress, which Ceals with 
the promulgation and effects of Order L—208. 


On October 8, 1942, the War Production Board issued Order L-208, which 
summarily closed the gold mines in this country. ‘lhe order was rescind 
July 1, 1945, having been in effect approximately 2% years. ‘The evidence in 
support of the bill shows that the gold-mining industry was selected as a guine 
pig for the purpose of testing the feasibility of closing what was calle 
industries. No similar order was issued against any other segment of American 
industry. The order completely failed to accomplish its purpose, or any purpose 
whatever, and inflicted irreparable and unjustified loss on the gold-mining 
industry. Your committce believes that this order inflicted a sacrifice on the 
gold-mining industry which the Federal Government in common fairness should 
trv to relieve. 

‘Four main points were developed at the hearings through the testimony of 











industry witnesses, Government witnesses, and the introduction of a detailed 
report on the history and operation of War Production Board Order L—208, 
known as the gold-mine-closing order. In the opinion of your committee the 
evidence presented, both oral and documentary, overwhelmingly supports the 


following contentions: 
1. WPB Order L-208 was unique in that it was the only Government order 
closing a productive industry. 


2. Issuance of the order was an administrative error, based upon a statistical 
misconception, and may, furthermore, have been illegal 
3. ‘The net results of the order in 2ccomplishing its avowed primary purpose of 


channeling manpower to “essential’’ mines were negligible. 

4. ‘The economic loss to the gold-mining industry has been great and in some 
cases the damage may be irreparable. 

All the above points are discussed at length in the afore-mentioned WPB his- 
torical report on L-208, entitled “The Closing of 1 Gold Mines (August 1941 
to March 1944),” June 1, 1944—Report ». 9, Policy Analysis and Records 
Branch, Oilice of the Executive Secretary, War Production Board, printed in the 
appendix of the hearings on H. R. 4393, and were generally corroborated by 
Dr. Wilbur A. Nelson, who administered L—208 for the War Production Board. 


his report was written for the private use of WPB Chairman Donald M 


Nelson and, until recently, was classified as ‘‘confid ial.” It is interesting to 
note that the testimony of both industry and Government witn 3 merely 
tended to corroborate the statements and conclusions from this WPB report 
which are quoted below in support of your committee’s recommendations. Tur- 


ther corroboration may be found in Senate Subcommittee Print No. 6 of the 
Senate Small Business Committee, entitled “Survey of tl 
Strategic Minerals and Metals Program,” issued in June of 1944, 
effect of L—208 is discussed in some detail. 

An elaboration upon the four points outline 


—_ 


THE UNIQUENESS OF THE ORDER 


The star witness at the hearings, Dr. Wilbur A. Nelson, who ¥ ntimately 


1a 
connected with all phases of the issuance and adm tration of L-208 during his 
term with the War Production Board, participated in the following exchange: 
“Mr. Encuie. The fact that this industry was the test cas he guinea pig— 
for such policy, and that similar nonessential industries were not shut down, 
throws emphasis on the controversy as to the method of closing the gold mines, 


a controversy that otherwise might be passed lightly over. 

“Mr. Neuson. I think that is a very true and correct statement 

“Mr. Encuir. And it is true that the gold-mining industry was a guinea pig? 

“Mr. Nexison. Definitely. 

“Mr. Encuie. And no other segment of American industry was treated in an 
identical manner? 

““Mr. Netson. I know of no one.” 

The above opinion was corroborated by other witnesses and also by the special 
WPB report, to Donald M. Nelson, previously referred to. This adverse selective 
treatment, in the opinion of your committee, places the closed or curtailed gold 
mines in aspecial category and subject in turn to special treatment by the Congress, 
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ORDER L-208 WAS AN ADMINISTRATIVE ERROR 


The testimony before your committee conclusively showed L—208 to have been 
issued as the result of an error in compiling labor statistics. The agencies gener- 
ally classified as gold mines those mines which produced a material amount of 
gold as well as strategic and critical minerals. The Mining Branch of WPB, 
which constantly fought against issuing L-208, took a more realistie vie wpoint. 
The War Manp: »wer Commission and the Labor Divisions of WPB had a wholly 
exaggerated idea of the number of miners to be released by closing what thev 
considered ‘‘gold’’ mines, many of which were known by the Mining Branch of 
WPB to be producing essential minerals and which could not be closed without 
damaging the war effort. The figures furnished the Army and Navy by the 
agencies laboring under this misconceived definition indicated that a large pool 
of miners would be made available by the issuance of L-208. The voice of the 
Mining Branch of WPB was not strong enough to reach the higher policy levels, 
nor were the figures submitted by the industry credited. ‘The Secretaries of War 
and Navy therefore demanded action and got it. 

Gold-mine operators had informed the Government that if all gold mines and 
dredges in the United States were closed approximately 3,270 men would be 
released, of which only 896 would be miners and muckers. Some 300 of these 
would be required to maintain the larger mines on a stand-by basis. Of the 
balance some were physically unfit for work in copper mines. It appears from 
the record that as far as transferrals could be checked through USES, the opera- 
tors’ estimates exceeded the eventual results in manpower captured for strategic 
metal mines. ‘The War Production Board report on L-208 reaches this con- 
clusior 

‘“e * * jit may be concluded that since the number of gold miners actually 
reemployed was negligible, their contribution in increased production of copper, 
lead, zine, ete., was likewise small, and probably was counterbalanced by the 
of such metals as are normally produeed as byprodue ts of gold mining.” 

This conclusion is amply supported by the evidence placed before your com- 
mittee. 

It appears from the above that the American gold-mining industry was wrecked 
to no good purpose, while at the same time presumedly precious mining equipment 
was being steadily exported to keep whole our a gold-mining industries 
Writing in Mav 1948, Gustav Peck, labor advis » Donald M. Nelson, stated 
in a memorandum to William L. Batt: 

“The mines are beginning to deteriorate; if they are once allowed to cave or 
flood to any appreciable extent, subsequent dewat« 
costing millions of dollars may prove prohibitive.” 

In the 3 years which have since passed, this deterioration has become 
serious factor, as many industry witnesses informed vour committee. 

Dr. Peek raised still another issue when he stated: 

“The political and ¢ economie factors underlying the continuance of foreign gold 
mining are recognized, but a long-range view of the domestie situation raises the 
issue of whether the 4 ymestie gold-mining industry may be facing extinction while 
foreign gold mining anticipates an ore return to prewar status 

It may be noted that a distinct thread of thought runs through the testimony to 
the effect that certain economic fonain were delighted at the prospect of cutting 
off the production of domestic gold by any excuse. In support of this contention 
it may be noted that Milo Perkins stated: 

‘It isessential * * * that a reduction in gold mining should be envisaged 
for the postwar period.” 

It is well known that the War Production Board had no authority to issue orders 


» loss 


‘Ting and reop ‘ning operations 


a very 


l 


concerning manpower. That was a function of the War Manpower Commission. 
Yet it is a well-understood fact that Order L-208 was issued primarily for the 
purpose of rechanneling manpower, and at the imperative instance of the Army, 
which threatened otherwise to curtail essential copper production by refusing to 
return drafted miners to the mines. 

The testimony and exhibits before vour committee show that the then general 
counsel! of the War Production Board, Mr. John Lord O’Brien, had grave doubts 
as to the legality and force of an order from WPB, an ageney peer ey. author- 
ized to be concerned only with materials, but actually designed to have the effeet 
of a manpower directive. Dr. Wilbur A. Nelson stated before your committee: 

“T ean sav it-was a grave question in the minds of certain members of the War 
Production Board. They definitely used their priority authority to handle the 
manpower problem.” 
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The opportunity has been perfect for mines and mining securities to be picked 
up by large financial interests at low values. * * * Many mines cut off from 
current income and unable to sustain high maintenance costs have been abandoned 
with consequent heavy loss of investments. Some mines so abandoned may never 
be reopened because of the prohibitive cost of dewatering and restoring the caved 
and flooded workings. Some mining companies continue the losing battle to main- 
tain their mines in working condition. * * * Most of the damage has been 
done and the principal victims were the smaller operators.” 

The testimony given at the hearings on H. R. 4893 before your committee bears 
out the above statements in detail. Witness after witness appeared and explained 
in detail the physical damage and financial loss resulting from L-208. This testi- 
mony not only was not controverted by any Government witness but was largely 
substantiated by the WPB report on L-208. 

David Strickler, president of the Stratton Cripple Creek Mining & Develop- 
ment Co., stated: 

‘“* * * it affected the little fellow worse than it did the big fellow. The big 
fellow * * * had some money in reserve, but the little fellow busted: that 
is what it did to him.” 

According to Julian D. Conover, secretary, American Mining Congress: 

“The gold mines had already contributed a major part of their manpower to 
the armed services and to war industries. The order did not accomplish its pur- 
pose. It was arbitrary and no provision was made for reimbursement.” 

Neil O’Donnell, of the Idaho Maryland Mines, showed that the entire cash 
reserve of his company, amounting to $451,845, had been spent on maintenance 
by June 1944, and the company had to resort to borrowing to preserve the mine. 
Up to January 1, 1946, $726,843 had been paid out for maintenance and repair 
of the mine. In spite of these expenditures, a further $694,045 is estimated to be 
necessary to rehabilitate the workings. This company is faced with a total loss 
of $1,419,000 and an empty treasury. It formerly gave employment to nearly 
900 men. 

The loss to small mines which were put out of business by foreclosure by credi- 
tors and forfeitures of leases and purchase contracts is impossible to estimate. 

Philip R. Bradley, Jr., chairman of the mining board, State of California, 
while substantiating generally the situation outlined above, added, for an example, 
“the Central Eureka Mine in the Mother Lode District, which was one of the 
leading mines in the State, when L-208 shut them down; their expenditures for 
the maintenance of that mine averaged about $160,000 in each of the last 3 years. 
That company went broke.” 

Actual testimony by those who appeared before or filed statements with your 
committee showed losses of more than $2,816,000. Fizures presented by the 
American Mining Congress gave an estimated total of $18,420,000 (including 
Alaska) as the probable aggregate of claims that might be payable under the 
proposed legislation. This does not, of course, include loss of production or 
profits. It represents out-of-pocket outlay to preserve mines in working order 
for stockholders, owners and operators. 


CONCLUSION 


In the opinion of your committee there is no better evidence substantiating 
the necessity for speedy passage of H. R. 4393 than the following statements 
from the War Production Board’s report on L—208: 

“With regard to the question as to whether or not the results achieved by 
1-208 compare favorably with the results anticipated at the time the order was 
issued, the answer would appear to be in the negative. 


* * * * * * * 
“The effects of the closing of the gold mines on community and individual 
economy have been great. Gold mining was a major industry in many western 


States. State taxes on gross value of gold-mine output constituted a considerable 
proportion of State revenue. * * * It is impossible to estimate the loss to 
the individual miner and home owner in affected mining communities, but appeals 
and protests against the relinquishing of leases and the necessity for forfeiting 
equity in equipment are on file in the War Production Board.” 

* * * * * * * 


It is clear, in the opinion of your committee, which opinion is supported by 
expert testimony and is uncontroverted by Government witnesses, that there 
was little or no basis for issuing Order L-208, and that it was not only an admin- 
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istrative error but that the War Production Board pro 


The conclusion further has been reached that the order should provided a 
mechanism for compensation and that, as such wa ot provided, t! Congress 
should so provide, even while realizing that much of the loss and damage is 
irreparable. Your committee believes that the prompt repayment of such losses 
as are covered in the pen ling bill, H. R. 4595, will nly do substantial c 
to an industry which was selected for a unique experiment, but will greatly aid in 
reestablishing an important indus try, provide thousands of jobs to veterans and 
start a flow of taxes into county, 5 tate, and the Federal treasuri 


The committee has carefully studied the facts relating to the 
situation that arose as a result of the proclamation of the War Pro- 
duction Board Limitation Order L—208 and is convinced that the gold 
mining industry was dealt with in a fashion which mei 
sideration of the court in the adjudication of the losses which may 
have been occasioned by this aden. The Idaho Maryland Mines 
Corp. decision is ample evidence of the fact that the least that can be 
done is to allow those persons affected by Order L-208 their day in 
court for such recompense as may seem justified. The committee 
further feels that in order to afford a more thorough understanding 
of the entire — m, the decision of the United States Court of Claims 
decided May 6, 1952, should be included as an appendix to this report. 

The eaggeitane is of the opinion that the bill (S. 3195) is extremely 
meritorious, and urges favorable consideration of the measure by the 
Senate at an early date. 
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APPENDIX 
IN THE UNITED STATES COURT OF CLAIMS 
No. 50182 
(Decided May 6, 1952) 
IpAHo MArYLAND MINES CorroRATION V. THE UNITED STATES 


Mr. George Herrington for the plaintiff. Afr. Herbert H. Salinger; Bacigalupi, 
Elkus & Salinger; and Orri k, Dahlquist, Neff & Il ngton, were on the bricfs. 
Mr. Thomas L. McKevitt, with whom were Mr. Assistant - ; 
Wm. Amory Underhill, and Mr. Assistant Attorney General Holmes Ba 
the defendant. Mr. R. W. Koskinen was on the brief, 


ON DEFENDANT'S MOTION TO DISMISS THE AMENDED PETITION 


LitrLETon, Judge, delivered the opinion of the court: 

This case arises out of an alleged taking, under and within the meaning of the 
Fifth Amendment to he Constitution, of plaintiff’s gold mining properties in the 
County of Nevada, California. by virtue of the complete closing of plaintiff’s 
mine by the War Roe Board pursuant to Lim ation Order L-208, issued 
by that Board, which order, plaintiff insists, upon the fact alleged, was arbitrary 
and violative of plaintiff’s property rights with respect to the operation of its 
gold mining properties. 

The original petition in this case was filed on June 4, 1951 Defendant’s 
answer, filed August 3, 1951, contained special defenses challenging the suflicieney 
of the complaint and, upon defendant’s motion, an order was entered directing 
that the case be calendared for hearing by the court on the special defenses 
Arguments in this case and in two other cases! involving similar issues were 
heard on November 5, 1951. At the oral argument, counse. for this petitioner 
and counsel for Central Kureka Mining Company (ease No. 49468) were granted 
permission to file amended petitions. Plaintiff herein filed its amended petition 
on November 19, 1951 

Defendant i moved to dismiss the amended petition on the grounds that it 
fails to state a claim upon which relief can be granted and also fails to state 
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dated Mines, Inc. v. United States,? 


and the petition dismissed; 


court. 
} 


ition in reality contains nothing new, but merely sets out in 
ial in 


support of this mi- 


not 


laintiff’s claim that Li 
was 





unwil and 


within the meaning of our decision in the Oro Fina case nothing was 


iited States need not pav compen 


Sat 

3 
Board; that 
‘less luxury in time of war and an i! 
rial and work« it of m 
» Oro Fina case that 


ion Board’s decision t 


rs oO1 ines produ in 


— 
~ 

















O 1.7F.R EF 


oO 
y Pub, Laws 


iec { 


na. 








GOLD MINERS 9 








307, purported on its face to be necessary and appropriate in the ] terest 
and to promote the national defense by the preservation of critical materials for 
defense, for private account and for export ich ma r 1 
maintenance and operation of gold mines. It determined that gold 1 r 
lode or placer, were nonessential mines. It provided it on and after 1 ance 
of the order (October 8, 1942), the operators ¢ f nh ‘ i ne ! 1 { l 


mines should immediately close down the mines in t 








that no new ore could be broken or any development or new oper: i 
with after 7 days from the issuance of the order; that after 60 da ! l- 
ance of the ‘der, operators of gold mines might not remove ore or wa m the 
mines, or ct any other operations in or about the mines, except » the 
minimum it necessary to maintain the buildi ma nerv and ¢ De 
ment in repair, and the access and developn t worl 

Certain small mining operations were except from t rder, pi led t rrate of 
production did not th reafter exceed 100 tons per! t mines) or 100 « 


vards per month (placer mines); that the Director General for Oper I t 


issue preference ratings to permit the ol I r of t ! Im al nt of 
material necessarv to r De 





ment in repair, and its acce 
no other purpose. The order provided that ar perso! ati any pl n 
of the order would be deemed guilty of a crime, and 1 ! ! n t be 
punished by fine or imprisonment, and might be pr from making or 
obtaining further deliveries of, or from using, materia nder pr ntrol 
and might be deprived of priorities assistance; that a ni bv t order 




















night appeal to the War Production Board and that t Din tor General for 
Operations might take such action thereon as he deemed approm 

Ir port of its motion to dismiss, the Governt I ( | t co "3 
decision in the Oro Fina case, supra, sustainir fendant’s d r. In the 
Oro Fina case, the petition alleged, in substance, that plaintiff was the vner 
of the mining rights of a gold mining property; that pur n? to L ation 
Order 1-208, which elassifid plaintiff’s gold n r pl rty ¢ ba ntial 
mine, the mine I laintiff ine ed « expr yn 
of its closed i on ¢ rv I . 
therefore en ation for t i ) 
compliance with such arbitrary order. Defendant d rred for the 
reason, among others, that the action of the Dir r G { I e 
did not constitute a taking under the Fifth Am t to ( yn, but 
was rather an act of the Government in the proper ¢ ( \ wer from 
which ean arise no cause of action against the G y 

The court sustained the Government’s demurrer and | T tior 1 
not allege facts sufficient to establish a taking pla pr \\ 1 
that the petition in the Oro Fina ease, when co 1 () r L298, re i 
no more than a valid exercise by the Governt yf ij il war } r 
in connection with the national safety. F 

The original petition in the instant ease a ] ime facts 
as were alleged in the Oro Fina ease. 

In sustaining the Government’s demurrer to t} mn in the Oro F ( >, 
we were mindful of two fundamenta yell 
pleaded facts and does not admit a tions ( Ww 
or general conclusions of fact: and (2) t 1 rf 
the constitutionaltyv of &@ regulation or a | S 3 
Box & Basket Co. v. White, 296 U.S. 176 ( \ 
rules in a matter somewhat sin to ti I : P t 
there in, Pacifie States Box & Bas t Co pre ‘ court in 
Oregon to enjoin enforeement of an order of the O State D ment of 
Agriculture on the ground that the order, and 
it, violated rigl he plaintiff trant 1} | \ { : 
Constitution lant, Director of tft s 1) \ ( . 
moved to dismi petition on t rround t t 
to entitle tl plaintiff »T | sta i eC 
Chief of the Division of Plant Ind ft ind 
subjeet to the approval of t 1) r of A e 
officia standard ior ¢ ta I ( 
protect, further and develop the rtieu - \ a 
public hearing held as preserib n tl iet, a con- 
tainers of certain prescribed yuld b - 
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berries. Plaintiff. had been manufacturing and selling for many years a type of 
container used for raspberries and strawberries which did not conform to the 
newly prescribed standard. The petition alleged that the effect of the order was 
to prevent the sale by plaintiff of such nonconforming containers; that plaintiff 
had no facilities for manufacturing containers of the newly prescribed “standard” 
variety; that because of the expense of installing the requisite machinery and the 
cost of transporting the appropriate supplies to its plant, it was impractical for 
plaintiff to make the standard containers; and that the effect of the order was to 
exclude plaintiff’s containers from use in Oregon. Plaintiff then alleged, among 
other things, that the order violated its rights under the due process clause of the 
Fourteenth Amendment because the order was arbitrary, capricious, and not 
reasonably necessary for the accomplishment of any legitimate purpose of the 
police power. Plaintiff further contended that since the case was heard on a 
motion to dismiss, all allegations in the petition must be accepted as truce, including 
the charge that there was no necessity for the particular orders relating to straw- 
berries or raspberries based on considerations of public health, or to prevent fraud 
or deception, or any other legitimate use of the police power; that the particular 
container described did not of necessity promote, protect, further or develop the 
horticultural interests of the State; and that its necessary effect was to grant a 
monopoly to manufacturers of the so-called “‘hallocks.”” In affirming the lower 
court’s dismissal on the petition, the United States Supreme Court, at pp. 185, 
186, stated in part: 

Fifth—* * *® The order here in question deals with a subject clearly 
within the scope of the police power. See Turner v. Maryland, 107 U.S. 38. 
When such legislative action ‘‘is called in question, if any state of facts 
reasonably can be conceived that would sustain it, there is a presumption of 
the existence of that state of facts, and one who assails the classification must 
carry the burden of showing by a resort to common knowledge or other 
matters which may be judicially noticed, or to other legitimate proof, that 
the action is arbitrary.” Borden’s Farm Products Co. v. Baldwin, 293 U.S. 
194,209. The burden is not sustained by making allegations which are 
merely the general conclusions of law or fact. See Public Service Comm'n. v. 
Great Northern Utilities Co., 289 U. S. 130, 136, 137. Facts relied up to 
rebut the presumption of constitutionality must be specrfically set forth |italics 
supplied]. See Aetna Insurance Co. v. Hyde, 275 U.S. 440; O'Gorman & 
Young v. Hartford Fire Insurance Co., 282 U.S. 251; Hegeman Farms Corp. v. 
United States, 267 U. S. 346,349. 

Sizth—It is urged that this rebuttal presumption of the existence of a& 
state of facts sufficient to justify the exertion of the police power attaches 
only to acts of legislature; and that where the regulation is the act of an 
administrative body, no such presumption exists, so that the burden of prov- 
ing the justifying facts is upon him who seeks to sustain the validity of the 
regulation. The contention is without support in authority or reason, and 
rests upon misconception. Every exertion of the police power, either by 
lezislature or by an administrative body is an exercise of delegated power. 
Where it is by a statute, the legislature has acted under the power delegated 
to it through the Constitution. Where the regulation is by an order of an 
administrative body, that body acts under a delegation from the | gislature. 
* * ¥* ‘But where the regulation is within the scope of authority legally 
delegated, the presumption of the existence of facts justifying its specific 
exercise attaches alike to statutes, to municipal ordinances, and to orders of 
administrative bodies. Compare Aetna Insurance Co. v. Hyde, 275 U.S. 440, 
447. Here there is added reason for applying the presumption of validity; 
for the regulation now challenged was adopted after notice and public hearing 
as the statute required. 

Applying those rules to the petition in the Oro Fina case, and, indeed, to the 
original petition in the instant case, it is apparent that no facts were alleged 
sufficient to rebut the presumption of constitutionality operating in favor of 
Limitation Order L-208. The bare allegations that the regulation was “arbi- 
trary’’ and ‘‘without reasonable justification’’, were totally inadequate to show 
that the real effect of the regulation was not to promote the public safety in time 
of war but was rather to deprive the owner of his property without due process 
and without any real or reasonable expectation that the ostensible purpose of 
the regulation would be thereby effected. See also Leventhal v. District of Colum- 
bia, 100 F. (2d) 94. 

It is apparent that in its amended petition herein, plaintiff has attempted to 
cure the deficiency of its original petition, and the deficiency which made the 
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Ora Fina petition vulnerable to defendant’s demurrer. The amended pet 


alleges a full and detsiled statement of facts in su rt of the u 
alleged to the effect that the Order L-208, was arbitrary and thu 
deprivation of due process and a taking of plaintiff's property wit! 


pensation, But defendant savs that a consideration of 1 
alleged would be futile because the United S 
compensation for the exercise of a regulatory power; that ( 

jurisdiction to review the decisions of the War Production Board, and 
anv event it is common knowledge that gold mining in time of war is a 





injurious to the public salety as a waste of manpower and materia 
In the Oro Fina case we said that the Federal Government may n t] 7 ner 

exercise of its police powers, greatly restrict the use of property w 

ing liable under the Fifth Amendment. We did not sav, as defendant ap; 

to believe, that the Umited States will never be liable to pay c 

damage S caused by tl e exercise of a regi lator power lhe ame! T 


herein, which we shall later analyze in detail, has presented gener: a 


he 





where a segment of the mining industry has been singled out f 
plained of; that action, that is, the closing of the mir v iv i 
and the interference resulting therefrom—the prohibition of plaintili’s 1 


property to mine and sell gold—was the natural and probable cor lence of 
such action, and this interference with plaintiil’s property right is as tan- 
tial one. Up to this point the amended petition has by the facts : red, pre- 
sented most of the elements requ ite to establish a taking of } } } 

The only element usually present in a taking case and liter absent here, is 
the element of positive invasion of plaintiff’s property. There is ¢ d here 
only a negative prohibition, or, stated in another way, the pla © of a servitude 
upon the use by plaintiff of its property, and it is for that reason that defendant 
contends this action amounts only to a regulation and not a re tion. Sucl 
negative prohibitions embodied in statutes and regulations have held, ina 
number of cases, to be unconstitutional and violative of due pr It is true 
that those cases. unlike the amended petition of plaintiff in this case, did not 
involve claims for just compensetion, but involved actions by plaintiffs adversely 
affected to enjoin the taking threatened by the enforcement of the particular 
statute, regulation or order. or involved criminal prosecutions in which the un- 
constitutionality of the statute or regulation was asserted by way of defens« In 
some of those cases the negative prohibition was held to be unconstitutional 
because it was arbitrary and bore no reasonable relation to its ostensible purpose 
of protecting the public health, safety, or morals,’ and the enforcement of the 


offending order was either enjoined, or the defense to the criminal charge was 
held to be good. In other cases, the negative prohibition was held. upon the 


facts, to be constitutional because it was not s! own to | arbitrary but rather 
had a real relation to the purpose of protecting the public health, safety, or 
morals. Jt does not necessarily follow, however, that in the cases where the 
courts have held the regulation or statute to be unconstitutional as violative of 
due process, just compensation would not have been decreed if an a al taking 
had been alleged, proved, and loss established, and tl t question involved 
in this and the related gold mine cases. <A regulation whic unconstitutional 
as violative of due process, because arbitrary, may well re tinat ng of the 


property effected for which just compensation would be due to the extent of tl 
face value of the property rights so taken. 

It seems clear that whether a regulation or a statute promu!zated under the 
police power of the ststes, or under the war powers of the Feder (;,overnment 


runs afoul of the Fourteenth or Fifth Amendments t the Constitution, denends 
upon the facts in each particular case. In C ¢ of M v. I ipra 





referred to in the Oro Fina decision, the Unite i States Supre me Court hel 1, at 
p. 662, that the Kansas statute prohibiting the manufacture and sale of intoxi- 


cating liquor in tl 
police powers becat 





marbitrary exercise ol the states 


* * * fairly adapted to the end of protecting the community against 


the evils which confesse¢ 
* * * 


ilv result from the excessive use of ardent spirits 
for we cannot shut out of view the fact, within the knowledge of all, 


An excellent analvsis of the distir 





contained in a Note (1950), 19 G 
Thomnson v. Cons vled Gas Ut } Tl) ¢ \f Cn. x T ted 
States, 9 F. (24) 429: Lonisrille & Nas i2U.S fi F ] i& P. Ry 
Co. v. United States, 284 U. S.8 Pe 1 I 2 | 
® Mugler v. Kansas, 123 U.S. 623: Nevhia v. New York, 2011. S. 5 Perr U 1S ¢, B20. S. 478; 
Hamilton v. Kentucky Distilleries Co., 251 U. 8. 146; Ainsworth vy. Barn Ballroom C F. (2d) 97 
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health, the publie mor 





Is, and the publie safety, may be 
oxicating drinks; nor the fact, established 
‘ssible to every one, that the idlene s, disorder, pa iperism, 





1e general use of int 





ting in the country are, in some degree at least, traceable to 
this evil. 
The Supreme Court, however, at p. 661, gave the following warni: 
It does not at all follow that every statute enacted ostensibly for the promo- 
tion of these ends [the protection of the public morals, health and safety] 
is to be accepted as a legitimate exertion of the police powers of the State. 
here are, of necessity, limits beyond which legislation cannot rightfully go. 
ile every possible presumption is to be indulged in favor of the validity of 
a statute, Sinking Fund Cases, 99 U.S. 700, 718, the courts must obey the 
Constitution rather than the lawmaking department of the Government, and 








I 


must, upon their own responsibility, determine whether, in any particular 





se, these limits have been passed. +* ' ‘The courts are not bound by 
mere forms, nor are they to be misled by mere pretenses. They are at 
liberty—indeed, are under a solemn duty—to look at the substance of 
things, whenever they enter upon the inguiry whether the legislature has 
transcended the limits of its authority. If, therefore, a statute purporting 
to have been enacted to protect the public health, the public morals, or 
the public safety, has no real or substantial relation to those objects, or is a 
palpable invasion of rights secured by the fundamental law, it is the duty 


of the courts to so adjudge, and thereby give effect to the Constitution. 
In Thomp on Vv. Consolidated Gas Utilities Co p., 300 U.S. 55, the Court held 
that a gas proration order issued by the Railr we 
handle fields was violative of p iff i 
Amendment. Under the chalienge 





order the producti 
plaintiff's wells was limited to an amount below its 1 
existing contracts, below its present production, and below the capacity of its 
transportation and marketing facilities. Plaintiff sought and obtained an injune- 
tion, charging that the purpose of so limiting its production was not, as declared 
in the order, to prevent waste, or the invasion of the legal rizhts of co-owners in 






the common reservoir, but was solely to compel plaintiff, and others similarly 
situated, to purchase gas from the well owners who had not provided themselves 
with a market and marketing facilities, and that the order took plaintiff's property 
without due process of law. Plaintiff therein did not contest the power of the 
state to legislate to protect natural resources, or to confer power on the Railroad 
Commission to make and enforce regulations to that end. In holding the regula- 
ion arbitrary and violative of plaintiff's rights under the Fourteenth Amendment 
the Court, at p. 69, stated: 

It is settled that to all administrative regulations purporting to be made 
under authority legally delegated, there attaches a presumption of the exist- 
ence of facts justifying the specific exercise. * * * But, obviously, the 
proration orders would not be valid if shown to bear no reasonable relation 
either to the prevention of waste or the protection of correlative rights 


+} 


, 
or if shown to be otherwise arbitrary. The plaintiffs have assumed the heavy 
burden of overcoming the presumption and of establishing that the order is 
an arbitrary taking of their property. * * * We think the plaintiffs 


have sustained the burden resting upon them. 
In B ind-White Coal Mir ing Co. Vv. United States, 9 F. (2d 129, the court 
found e in ear distribution regulations of the Intersta 
confiscatory in violation of the Fifth Amendment to the Constitution in that 
thev deprived the railroads of the use of their mines, and the private car owners 
f the use of their mines and cars, and constituted an unreasonable and arbitrary 
of power. See also Louisville & Nashville R. R. Co. v. United State 
Ss 60: Chicago Rock Tsland Vv P. Ry Co. v. Unite l States, 284 U.S. 80 
ns Baking Company et al. v. Bryan, 264 U.S. 504. 
But defendant says that in this case the court cannot question the wisdom of the 
War Production Board’s decision that continued mining of 





‘Commerce Commission 
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ye ot 


gold was injurious to 

the war effort, citing our decision in the Oro Fina ease, and the eases of Datlola 

Central Tel. Co. v. South Dakota, 250 U.S. 163. 184, and Ainsworth v. Barn Ball- 
d \ 


room Co., 157 F. (2 7. The principal which defendant appears to have in mind 
: 





Qy 

and with which plaintiff does not quarrel, was discussed in Nebbia v. New Yo 
291 U.S. 502, where the Court, at pp. 525 and 537, said: 

The Fifth Amendment, in the field of federal activity, and the Fourteenth, 

as respects state action, do not prohibit governmental regulation for the 

public welfare. They merely condition the exertion of the admitted power, 








bv securing that the end shall be ace 








due process And the 

demands only that the ni 

and that the means selt 1 ' 

object sought to | { ta 

oOo. Dn ess. ori i ' re ( : 
the same business under other cireut ce 


proper | ul ind ar \ ‘ 
require! ts of d proc s are 1, 

b to curb unre I ] 1 1 } l il ¢ ) } \ 

arbitrary and d imit \ d oO 

the rule 1 ? e K > ” 7 | +} } t ‘ . fix 
inconsistent wit! e wisdom of the law, it! ay be an! palpa- 
bly in exc s of ke lative ne 


See also United States v. D 


U.S. 478 Hamilton v. Kentucky Disti Co., 231 U.S. 146 





We have not | n asked by plaintiff, nor have we ) 
wisdom of Order L-208. Plaintiff does not allege that t Boar edt } t 
to issue the order or that the order was invalid. Th 
alle we | in the amended petiti mm, ar 2 2 ich we autl rity t ioe oa 1 
decide, is whether, on the facts so alleged, the order q / what 
was required bv the ¢ encv of the tuation eX . () 
reasonable relation to its ostensible purpose of ¢ t 
time of war, and was so arbitrary as to constitute a taking of va 
rights belonging to plaintiff. See, J B v.R 995 U.S. 555 ‘ 


gold mining in time of war is a luxury injurious to the p safety asa 
manpower and materials is not, we think, a fact of wl we 1 
notice. Although def lant contends that such a fa 
believe it is rather a matter of pro 
We now turn to a consideration of t 
tiff’s amended petition to determin a i 
is entitled to a trial on the me s to prove, if it can, that t rder of the War 
Production Board was ar rarv and confiscatory 
Plaintiff alleges that whereas Order L—208 ri land purported face t 
be necessary and appropriate in the publie interest, a 
defense, for the preserva n of critical materials f 
and for export, which materials were used in the 1 1 1 oF n of 
gold mines, numerous circumstances conclusively rebut the p1 hat t 
order was reasona | 
order was in fact arbitrary and confiseatory. 
It is alleged that the particular critical materials u rold mini were, at the 
time the order was iss ls 
virtue of duly issued War 








relatively small amount i 1 lr 

the the limitation order dic if 

ment but merely prohil ! 

or below ground; that me ! 
ing was nonessential to the I mor 
than $300,000,000 was prod ; - : . 


the vears 1942 through 1945, and exported to foreigt tt Hint tr thaeel 
of such exports. both the 





produce such equipment 
of defendant 

It is alleged that defendant at no time found or determined that gold mining 
was a public evil requiring regulation for the protection of the public peace, hea 
or safety; that defendant prepared and issued the order hastily, without any notice 
to, or opportunity to be heard by plaintiff or the gold 1 ! industr who were 
thus deprived of their right to be heard on their « n behalf bv the War Produc- 
tion Board before the mines were summarily closed: that no other industry was 


directly and completely closed down by defendant dur t . . lespite 
the fact that gold and s ( n lustry 
and as the basis of the the ( 1 erate 





at all time 
It is alleged that the true purpose of defendant in closing the 1 was to 
alleviate the manpower shortage in the nonferr ' ly ‘ nal larlv the 
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copper and zinc mines; that in issuing the order, the War Production Board did 
not exercise its own independent judgment, but acted under pressure from the 
War and Navy Departments; that as a manpower measure, the order was unen- 
forceable and no attempt was ever made to so enforce it because no agency of 
the defendant, including the War Production Board, had the right or power to 
compel the transfer of labor from one employer to another, or from one industry 
to another. 

It is further alleged that (1) any hope of defendant that the closing of the gold 
mines would cause gold miners to seek employment in the copper and other non- 
ferrous metal mines, Was unreasonable and without foundation because many of 
the gold miners, including plaintiff's employees, were middle-aged or elderly men, 
with homes and families in the communities surrounding the gold mines, who would 
not voluntarily leave their homes and families to seek employment elsewhere 
when the gold mines were closed; (2) gold miners generally are in a class by them- 
selves, have spent the better part of their lives in the gold mines in their own 
communities and have become intimately acquainted with the character of the 
rock formations and the underground workings of the mines in which they and 
their ancestors have worked; (3) the processes employed in mining gold are not 
the same as in hard rock mines; (4) specific techniques employed in gold mines 
vary from those of copper and other nonferrous mines; (5) gold miners work 
mainly narrow quartz veins in hard rock, whereas copper mines when worked 
underground, comprise Mainly large deposits worked on a larger scale with come 
plicated methods of timbering and stoping; (6) a gold miner would have to learn 
an entirely new type of ore deposit, master new drilling, blasting, timbering 
techniques, and become accustomed to a new set of underground hazards, to 
work in copper Mines; (7) plaintiff’s mine at Grass Valley, California, is at least 
a thousand miles from the nearest working copper mine; (8) workin conditions 
and living conditions in Grass Valley were far better than those in the far distant 
copper Mines; (9) most gold mining communities were largely, if not wholly, 
denvendent upon the operation of the gold mines for their continued existence 
and prosperity. It is also allezed that on October 8, 1942, when Order L—208 
was elective, plaintiff employed approximately 252 men, 137 of whom were 
underground workers; that 48 of such underground workers were over 50 vears 
of ate, leaving 89 underground workers under 50 vears of ace; that the character 
of plaintii’s underground workin’s was such that it would have required all of 
the 137 underground miners then employed by plaintiff to maintain the access 
and development workin’s of plaintifi’s mine safe and accessible as permitted 
by paragraph (b) (3) of Order L—298; that the character of the underground work- 
ints in substantiallv all other gold mines was such that all or nearlv all of the under- 
ground workmen then employed in the gold mines would have been required to 
maintain their access and development workings safe and accessible, and thus 
by its very terms, Order L—208 would nc: have yielded a single underground miner 
for work in the nonferrous mines. It is further alleced that all these facts were 
either known to the War Production Board at the time it issued Order L-208, or 
could have been readily ascertained upon a reasonable investfaation of the facts 
and circumstances. It is alleted that during the winter of 1912-43, the Legisla- 
tures of Nevada, California, South Dakota and Alaska passed resolutions calling 
for the withdrawal of Order L—208, but despite the fact that the War Production 
Board knew that te gold mines were deteriorating rapidly, that undertround 
workings were caving and eollansing, and the mines were being flooded, with 
cons?quent huge exvens2 to the mine owners, no action was taken to rescind the 
order until June 39, 1915. 

It is also alleved that any hone defendant may have had that closing the gold 
mines would alleviate the manpower shortage in the nonferrous metal mines was 
without any reasonable foundation for the further reasons that most of the 
nonferrous mines are located in Western States where mining and agriculture 
comprise the main industries; that at the time of the issuance of Order L—298 and 
thereafter, agricultural workers were being deferred and that the Selective Service 
quota of each of those Western States could only be made up by drafting miners 
fron the nonferrous mines; that such nonferrous miners were in fact drafted in 
great numbers: that others left the poor working conditions and relatively low 
pay of such mines to work in war industries and at Army camps and cantonments; 
that the manpower shortage in the nonferrous mines was thus created by de- 
fendant which had the power and duty to correct and eliminate such underlying 
causes of the labor shortages without destroying plaintiff’s property and the 
entire gold mining industry; that defendant knew, at the time it issued Order 
L-208, that its enforcement would not correct the manpower shortage which 
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defencant itself was evesting and fostering; that, in M: (nel 


and Records Branch of the War Production Board lar t to the War 
Production Re ard, point ng out sn 


i LiCall I Y 
its hoped-for object, and thet under the most f I terpl of labor 
statistics, not more than one hundred gold n 3 
and re ed fo re than a vear; that, in fa n 





1 \ ( e 

fect that ferrous miners were stream from f . 
mines to the West Const tos ( } \ 
the War | luction Board t t - 
petent n hor empiove I t » 
most cl Ya I trie { i 1 I 3 
allezed that no steps to that I d I f 
issuance of Order | OS clos es 

Based on t fact sumn ull T ] hat of the 
War Production Board wa i ¢ f ( 
process and resulted in a t: Ss proper nd 
sell gold in violation of tl I oO 1 | I W et 
plaintiff alleges that it is ent np ul 

As stated above, on at i i for failure t ife a ¢ f actior 
all facts well pleaded must be deer 1 to be admitted for t | 1 





motion, although this does not constitute an adn i WW h 
judgment can be rendered without adequate proof. A car consideration of 
the facts alleged, and a comparison of those facts with the facts cor iered by 
the courts in analo is cases,’ persuad us that if ] ( petent 
proce e to establish the existence of su the re lit y I V ( t e 
its ostensible purpose of protecting the public in time of war, t a n of the 
War Production Board in issuing Limitation Order L—-208 was not a \- 
ably calculated to accomplish such purpose and that no stat f facts existed 
suflicient to justify the Board’s order as an exe! ( war ] r, and that 
the action was in fact arbitrary Under such circumst: a 1 1 in the 
petition, we believe the plaintiff is entitled to a tr on t to prove : 
claim that the action of the War Production Board \y far more t a re l- 
tion and amounted to a taking of plaintiff’s right to r ind i ‘I 4 


a valuable property right for which plaintif 





tion under the » Al ment to the ( r 1 ng 
United States v 331 U. S. 745 he « I ( e 
merits of proof icts by plaintiff to rebut t p! pai ir 
exertion of the rnment’s war powers repr nted bv L-208 \ ed a 
most difficult burden, and it mav well be that « cases as 
Hlamiilton v. ke ry Dist ies Co., 251 U.S. 146, / y. ( S +, 232 
U. 8S. 478, and United States v. Doremus, 249 U.S. 86, defer nt v come for- 
ward with sufficient facts to justify Order L-208 as a proper r I At 
this stage of the proceeding, however, plaintiff ha i fa ent to con- 
stitute a cause of actior hin the risdic¢ 3 
motion to dismiss the amended petition must be overruled.3 

It is so ordered. 

Howe ., Judge; Mappen, Judge; Wuitraker, Judge; and Jones, of J e, 
concur. 
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§ Def r as the newly a ghee Sager . dees 
allegat n the first count, pr tt ite a Ww ¢ f 
Limitations A comparison of the original and amended | t 1 
are presented by the mended The « ; f+} v 
matter of ranization of n r j t 1 int] ; , 
& matter of organization of Material already contained in the I 
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Pave 10. line ee. strike out the words Sac follows:’? and tha ramainda? 


82p Concress } HOUSE OF REPRESENTA’ 
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referred the bill (S. 241) to amend the Merchant Maz 
amended, to further promote the developn 
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AMERICAN MERCHA? 


from the Committee on Nii 1¢ 


submitted the follow 


REPORT 


The Committee on Merchant Marine and Fishe 


e 


Amer 


considered 
and recommend that the bill do pass 


ican merchant marine, and for othe 
the same, report favorabiy Uf reo 


pal 


The amendments are as follows 


Pave , line Y, after the word ‘fixed - thre 


(‘ommission 
Page 7 
Page 7 
Page 7 
Pave 


P. 
through 17 
Page 9, line 1S, strike out 


S 
s 


age 


line 17, strike out 

line 22. strike out ‘(A 

line 25, strike out B rhe l 
line 14, strike out “(B 

strike out lines 22 and 2 ! 1 


Page 9, line 21, after the words “tby the taxpay 
] ] 
ana strike 


strike out lines 1 through 7 


P 
P 
P 
P 


age 10 


age 10, 
re 10, 


LS 
wre 10 


of such Ae 


| ) 


nee LO 


Ht. Re 


out the remainder of line 21 a ine 22 


line S, strike out ‘(4 
line 9, strike out “(A)” and inse 
line 10, strike out B)”’ 

amend lines 13, 14, and 15 io re: ~ 
i is amended to read as follows 

line 16. sirtke oui “OI 


~*) , 1 
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Page 10, line 22, strike out the words “‘as follows:”’ and the remainder 
of seciion 11, through and including line 18, on page 13, and insert in 
lieu thereof the following: 
reduced by that portion of the deposits in the fund expended in the construetion 
reconstruction, reconditioning, acquisition, or liquidation of purchase-money 
indebtedness of the new vessel which represents gain not recognized for tax pur 
poses under subsection (¢). 

Page 13, line 19, strike out all of section 12 through and including 
line 2 on page 14. 

Page 14, line 3, strike out “Sere. 13” and insert in lieu thereof 
‘Sac. 12” 

Page 14, line 22, strike out the parenthetical clause “(other than a 
deposit of earnings)” 

Page 15, line 19, strike out all of paragraph (2), section 13, through 
and including line 6 on page 16. 

Page 16, line 7, strike out ‘6(3)”’ and insert in lieu thereof (‘'2)"’. 

Page 16, line 18, strike out all of seciton 14, through and ineludine 


line 22. 
Page 16, line 23, strike out all of section 15, through and including 


line 7 on page 18, and inseri in lieu thereof the following: 


Sec. 13. Seetion 511 Gi) of sueh Act is amended by inserting after the word 


| 


t reot mn the si eond sentence t he followin "wi } respect to a cle pos t 


~ portion 


made in any taxable vear e! ding on or before June 30, 1945 


Page 18, lne 8, strike out “Sree. 16”? and insert in lieu thereo! 
‘Sec. 14” 

Page 18, lines 14 and 15, strike out the words ‘“‘by an affirmative 
vote of not less than three members” 

Page 18, after line 20, insert a new section to read as follows: 


Sec. 15. Seetion 605 (b) of such Act is amended to read as follow 

| No operating-cifferential subsidy shall paid for the operation of a vess 
that is more than twenty vears of age exeept one whose life expectant las b i 
determined as provided lt eetio O07 D) tor a period Wm no CAs to exceed 
lift expectancy termined thereunde inless the Cormmission finds that it is to 
| } if ( to ant id eal 10 e opera io of LIC vessel a { 
( ter ormal rele ’ I Co I S10 =hall ine each a ial 
ré » full ( COD i each ease baie ich exeeptio ma itl 
reasotlis were 

> 1 > » ‘ : 4 €6 prryr . 2 a a ¢ 

Pave 18. line 21, strike out “Sec. 17” and insert in leu thereof 
or Ene i> 


Page 19, line 1, strike out “Src. 18” and insert in leu thereof 
OS 1, 1 ’ 

Page 19, line 8, insert word “subsidized” before the word ‘‘vessels”’ 

Pave 19, lme 15, strike out ‘Sec. 19”? and insert in lieu thereof 
‘“SEc. 18” 

Page 19, line 19, strike out “Sec. 20” and msert in lieu thereof 
SEC ; 19”’, 

Page 19, line 25, strike out the semicolon and insert a period after 
the word “Commission”? and strike out lines 1 and 2 on page 20. 

Page 20, line 3, strike out all of section 21, through and including 
line 19, page 27, and insert in lieu thereof the following: 

Sec. 20. Section 607 (h) of such Act is amended, effective with respect to 
taxable years ending after July 31, 1951, to read as follows: 


“(h) The earnings or gains of any contractor receiving an operating-ditlerential 


t 


subsidy under authority of this Act, which are deposited in the contractor's 
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extent such amount would not be recognized in the determination of tax basis 


under paragraph (5) or under the provisions of any closing agreement entered into 


-  * . Tt 
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reserve funds as provided in this section, shall be treated as follows for Federal 
tax purposes: 

(1) Amounts required to be deposited as depreciation in the capital reserve 
fund shall be deductible in computing income subject to income and excess profits 
taxes 

‘““(2) The proceeds of any insurance or indemnities received by the contractor 
on account of the total loss of subsidized vessel and the proceeds of anv sale or 
other disposition of a subsidized vessel, to the extent such proceeds rey 
gain, and earnings or gains on amounts deposited in the capital reserve fund (other 
than amounts transferred from the special reserve fund) shal! not be recognized 
for income or excess profits tax purposes. 





3) Amounts deposited as depreciation in the capital ‘rve fund i 
exceed the depreciation which would be allowed under the Internal Re ie te 
(assuming the life expeetanev determined under seetion 607 (4 ay 
deseribed in paragraph (2) which are not recog d for tax } 
recognized in the determination of the tax basis of any propert 
econstruetion, or reconstruetion of whieh such amounts are expended or 
determination of equity capital or total assets for exeess profit 1X 1 rh 

‘“*(4) Earnings deposited in the capital reser f 1, ot! a 
described in paragraphs (1) and (2), and earnings deposited in t! pecial re 


fund shall be treated as ‘partially tax deferred Partially tax defert art 
shall not be recognized for purposes of the normal tax on corp 

be recognized for purposes of the surtax and xcess pre Tray 
corporations. ‘Partially tax def 





rred amo t cha nirvt } ea “4 





ce posited in the capital reserve Lor tt sp i | 
(5) Amounts treated as ‘partially tax deferred car 
recognized in the determination of the tax basis of anv property ne = 
structed, or reeonustructed therewith and in the d Ca 
or total assets for excess tax purposes as follow 
A) So much of the ‘partially tax deferred’ deposit in a t i j 
be subieet. but for paragr. ir os a 5 
nized in determining basis or in deter i equity cap al a 
for exeess profits purposes, ar a 
“(B) The amount of the ‘partiall ta { rred’ deposit exes f 
portion of the depe if described mn ft 1)? } rs mara i “ 
ognized in the determination of ba and +} let 
capital or total assets for excess profits tax purpe . e 
sum of the surtax and the excess profits tax attributa 
bears to the total tax which would hav CO! Dos 


for paragraph (4). 
If ‘partially tax deferred’ amounts are used to reduce indebtedness, proper a 





ment shall be made in the basis of the property subject to the 
"to In computing the net income of the contractor f ( 
profits tax purposes 

‘““(A) The amount of operating-differential subsidy accrual pava 
contractor for anv taxable vear, including amounts wi | he ( 
mnission, shall be included in the income of the contractor fo ch vear 

B) A deduction shall be allowed for t} axal yea { trie f 
subsidy reimbursement determined by the Commission be chargeal 
the contractor for sueh vear;: and 
C) Any amount previously withheld from subsidy payime . fTset 
such reimbursement liability which is relea land paid to contractor al 
be included in the income of the contractor in the vear paid 
“(7) Earnings or gains on deposit in the reserve funds at the termination o 
the contract, or withdrawn from the special reserve fund and paid into the e 
tractor’s general funds (other than for reimbursem of operati OSSeCS A 
provided under section 607 (e or distributed as dividends or bonus s, shall 
taxable as follows: 

“(A) ‘Partially tax deferred’ amounts shall, in the vear of termination 
withdrawal, be subject to the amount of normal tax which would ha 
been imposed but for this section in the year in which such amounts wer 
deposited, and 

*(B) Other earnings or gains shall, to the extent not taxable upon deposit 


in the funds, be taxable, in the vear of termination or withdrawal, under 
the tax rates and provisions applicable in the year of deposit. 
Amounts withdrawn from the special reserve fund and used to reimbur tt 
contractor’s general funds for operating losses under section 607 (c¢) shall, to tl 
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United States ana which would be avatlable as a iXiliarv to th \y 
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KD 

extent ich amount would not be recognized in the determinatio of ta iSIS 

ler paragrap! 5) or under the provisions of anv closing agreement entered inte 
betwee the contractor and the Bureau of Internal Revenue applicable with 
respect to deposits made prior to the first taxable vear ending after July 31, 1951, 
be included in income of the ¢ mtractor 1 the vear of withdrawal fro the fund 

8) Amounts deposited in the capital or special reserve fund hal t co 
stitute an accumulation of earnings or profits within the meaning of section 102 of 
the Internal Revenue Code 

4) In computing the net operating led f ti mtractor ler 
Se ¢ 22 of the Internal I venue ¢ le 

\ The gross income of the mtractor for purpe 122 (a 
wd { icome ol e contra rv for purposes of 22 (1 and ( 
le amou treated as ‘partia ax deferred ler paragraph (4 

B \ nOrmal-Lax me ome of contractor fo ) ) ) 
ioe a De a ano equai to es i lit ) i 1 

( The net income of e col i r, for purpos of ( yuitat 

S 122 ( S be increased by ea f ré ) bh 
gALIONS ¢ { ed States its sti ( i s de th Se ) 
26 (a 
10 fhe exeess profits cred t the rac i ‘ ween i 
ance W e following provisions 

\ | average base period m eon if contractor : e com 
puted | ding in excess profits me come deter 1 I ection 
133 (b) of the Internal Revenue Code for any taxal ur the amount, of 
eal rs Ot mchuaing Capllal Lalns agdeposited py e contrac I nm the 
r ( ls in such vear other thar 

Required deposits of depreciatior 
ii) The amount of subsidy reimbursement determined by the 
(‘omimission to be chargeable to the contractor for such vear: and 
Lil Karnings on amounts deposited in the capita reserve fund 
other than amounts transferred from the special reserve fund). 

B) The equity capital of the contractor for purposes of seetion 437 (« 
of the Internal Revenue Code and the total assets of the contractor for pur 
poses of sections 435 (¢ 3), 440 (b) and 442 (f) of the Internal Revenue Code 
shall be computed by determining, to the extent applicable, the adjusted 
basis of assets of the contractor in accordance with the pro ons of para 
graphs (3) and (5) or the provisions of 
| t eontractor and the Bureau of 
respect to amounts deposited in the res 
vear ending after Julv 31, 1951, and by a 
the reserve funds the basis which woul 
3) and (5) or under such closing agreement, to property acquired therewit! 
| he e purposes of this section, amounts withdrawn from the reserve 

funds or expended accordance with the purposes of such funds shall be co 
sidered to represent the deposits in such funds in the order of depo ‘ 


> oO- 1 ‘ hese se " spsy?? . . . ° 
Page 27. lme 20, strike out “Sec. 22”’ and insert in leu thereof 


Page 28, line 3, strike out the word ‘‘constructed” and msert in 
li hereof the word ‘“oconstrued”’ 
Page 28, line 9, strike out “Sec. 23” and insert im leu thereof 


Page 28, line 11, strike out ‘‘(1)”? and insert in lieu thereof ‘‘(e 
PURPOSE OF THE BILI 


The purpose of this bill is to implement the Merchant Marine Act 
of 1936 and, thereby, Lo strenethen its effectiveness to carry out the 
purposes and policies expressed therein for the needs of the national 
defense and the promotion of the foreign and domestic commerce of 
the United States 

The Merchant Marine Act of 1936 provided the basis for the develop- 
ment of an American merchant marine, privately owned and operated 
by the citizens of the United States, to promote the commerce of the 
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United States and Which would be : able 3 i ary \ 
Forces in time of war or national I reviCy it 
ch a merchant marin permits th Lit ! ( hal 
of the know-how necessary fi by ( 
their operation so that there mil 
bemeg m the event of a tragic! \ 


’ ' } 
a aequat ii vell-b 
| y 7 4} ‘ ] 
hil ( mIWVeVeE l hes trot ~ - ~ 
! | ! 
a Pts ~ | mere! ; 
COSSHLY Due to existing ec ) 
Litre I ton esse] { 
rac itie i | vill ala iis 
( iy 1 ylions W th it} 2) 
. ' \ 
Mh pl I ies tl DOLL i 1 ¢ \ 
of 1936 have proven aiter 16 vears ¢ 
| t ; 
for rallowins thie yreadtest eXereis | 
with the necessary degree of regulatio 


program involving « hirect Government a 
Hlowever, since the enactment of the Mer \ t Mari \ | ’ 


there has been not only a great and deva Ul! rbut ISO ( ho 
changes Ona world-wide scale Ol equ | mac! 1d wecompa 

past 2 vears by the Korean crisis. The necessity for co 
development of the merehant marine, which contributed ) ) 
the winning of World War II, has.b 

military readers In order to avoid t i Vastetul expenaitu ( 

Sums ana t yCOnserve Precious | 1h) } ( s ( 
how than CVO! hat Wwe should Trends Las NH 

polices as we do for other ay mnche of the Gio Hhimentl Comes I 


1 i 
national defense ana securit 


Viee Adm. Edward LL. Cochrane, Adn strate \l \ 


istration, Department of Commerce, in testimor 

mittee pointed out that we have come to point 

drafted some 17 vears ago in times far diff nt from those obta 
today does need some modification to ] Vide lor tlie ail eal 


future. As of 1950 and 1951 we fortunat: did hay escrve fleets 
of ships, provided for under the Merchant Ship Sales Act of 1946; we 
did have a reserve of trained seafar ne mel both leensed and 
censed : ana, what Is equally Important, Vv did have con petent ship- 
ping management to operate the ships. With regard to the conditions 
with which we have been contronted In the past > Vears \dmiral 
Cochrane stated: 
We learned two things from the Korean affair | Phe Ar 


marine has been able so far to accomplish evervt r it Was called 

and (2) it demonstrated the need for newer irge) eedier ‘ 
Maintain our position ol the sea lanes of t Deg : 
war. We must not become overconfident or be lulled int Fry Sant : 
In Mmaritvne matters If } Nation = to rema ' f hres ' ind 
dangerous role of leader of the free world, we nes ‘ y of eff . crag 


dry-c argo =} LIps to bolste rour economic and n 
As sti ited above, the Merchant Marine Act rf 1936 has, « ym tha Whole 


( 
proven itself as a sound instrument for establishing a framework for a 
strong, well-balanced, and adequate merchant marine, with provision 
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for Government aid in those circumstances where it was required in 
the light of conditions which prevailed at the time of its enactment. 
Since its enactment, however, experience has shown that the act could 
be strengthened, and also that certain results following the last war 
should be countered. It is for such purposes that this bill is proposed 
and is hereby reported favorably by your committee. 

At a time when our foreign commerce was being carried largely by 
foreign-flag vessels, a primary consideration was the reestab lishment 
of substantial trade eae the American flag on the principal trade 
routes serving the United States. Under the 1936 act, as an induce- 
ment for operators to enter into such trades, and in recognition of the 
much higher capital costs of American ships in comparison to those 
constructed abroad, operators were allowed to purchase American- 
built vessels under a ee subsidy contract pro- 
vided they agreed to employ the vessels in certain prescribed essen- 
tial trade routes. This has worked extreme fe well in practice and our 
American-flag water-borne commerce has been revived. 

Since that time, the revival of our commerce hes elso made it feas- 
ible in certain instances for American-flag operators to operate success- 
fully without the aid of the so-called operating-dilferential subsidy 

in cases where they are not bound by the restrictions imposed by the 
requirements of the operating-differential subsidy applicable to pro- 
viding regularity of service on essential trade routes). This has, 
in large part, been possible through the favorable price formula evail- 
able to all American operators under the Merchant Ship Sales Act of 
1946, under which the Government disposed of the most desirable 
commercial elements of its war-huilt fleet. Now, peer, it’ is 
recognized that because of the very much hicher cost of American 
construction over foreign construction, operators who do not receive 
an operating Sut bsidy must be placed In a pos ition where they can 
modernize their fleets at costs compe titive with those of other nations 
in order to survive and continue the important contribution which 
they are making to our economy and security. The provisions of 
this bill go far to alleviate the inequalities which exist for these oper- 
ators in relation to the subsidized American operators, and more 
particularly, - —- to foreign-flag competition. 


The first principal point of this bill provides for amendment to the 
Merehant \I; arine Act of 1936 so as to allow operators to receive the 
advantage of construction-diferenital subsidy Irrespecive of whether 
they also receive an operating subsidy. Your committee believes 


that by enac me nt of this provision, a significant stride will be made 
in achieving the balanced merchant marine coniemplated under the 
basi act . 

It is noted in connection With the above that the Department of 
Commerce recommended that the provision re lating to this proposal 
be deleted from the bill. The Depariment pointed out that 


l'nder present circumstances of mobilization and the material controls incident 


thereto, it appears highly improbable that any construction would develop out of 


ear Tuture. 


Your committee regrets that it cannot subscribe to the argument 
presented by the Department of Commerce and wishes to point out 
that this is purely enabling legislation which is believed to be sound 
for the reasons pointed out above Whether new construction will 


TR 
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resuli can be determined only by the availabilitv of the author \ 


Mhe material controls incident to the ‘present circumsiances of mo 


: 
E 
t 


bilization” are sufficient to prevent the use of the amendment if 


particular cases If should be deemed that other national-defense cor 
siderations outweigh and therefore preclude new merchani-vessel con- 
struction. This proposal is similar to that which has been consistently 


approved by your commiitee in other bills in both of the two pre- 


ceding Congresses. 


wegen eR 


One of the grreatest contributions made | he PXIStiIn merehant 
Marine at the time of World War I | Was © Nhe part ¢ those ope 
tors Who owned passenger-carryving vessels These were immediately 
taken into service and converted into troop-carrvil els, head 
quarter vessels for the military or naval high comma LOS] 
ships. They were of incalculable value the winning of the wa 


1 


Now. however. because ol obsole eence and the ravacges ’ Val \ 


asa Maritime nation, are almost completely defierent 1 catego! 
of passenger vessels which would be suitable for wartin 

| since VJ-day only SIN of Ss ich ships have Deel COWS this 
country, three of Which have already been t: n bv tl ral Se“ 
Transportation Service. Your committ es in 1 connection 


that the report of the President's Adviso Committ On | Nii 
chant \Iarine subn itted 1h No emb 47 rvred ail 


vram for as Many as 46 passenger-carrvu Vessels to beri 
the ChHsulne?e ft vears be wuse Ol thre reat ( ior Sule . . 
potential troop carriers. The fact that t of the six which | 
been constructed were taken by the militas fore they were 
pleted for use in the Korean affai Illus Lé I Wipe LPAce Cine 
availability of this type of vess 

B CUUSE ¢ thre rhe i us 
fainties of econom OperatLol 1 I 
1 rmal lives i} bil] provictes 
type ol passenge! 5 | Dp 7 i) 3 
being desirable fou | defer 

in the event of d 
to the preferred mortga hereo ! 

of the ves ind the for Ire 
said mtg Phe vessel would b 
ll liens and must be u Ln 
I] inary wear and teal KC | | 
In othe re thre voul 1) 
Crovernme! to proces mal 
COMPU 

Under the existing law, provision or a dete! mn Dy 
the United States Maritime Conn ( i I 
obsol gna inadequate tor service rh thie Cl init e alt 
ly; acl | tha ; 17 on 1 f | , 4 ' 
Has rencned thre ere 4) ‘ \ ils O 0 1} 3) 
uppropriate application | micht f { ( 1 to the Cor SIO! 
upon an agreement on the part of the op to! 
with one or more new vessels of sult: le t : At tl e OL the 
enactirent of this Drovision, if seeme pore I that it ( (| 
be sufficient to assure a soul rey ( ro 
enable us to develop I foreseeable time ¢ are Cc 1 1] 
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basic nevis necessary in order to allow flexibility In the encouragement 
of a balanced merchant marine. Your committee feels that it 


essential that the situation following World War I, when almost the 
entire merchant marine becan « obsolete at the Same time, should 
hever avcain he allowed Lo happen Therefore. this bill pore poses to 
grant to the Commission the discretion to determine that a vessel 
may pe trac ed ink as ‘obsolete’ when it ts a emed to bye cl sirable to 
I'¢ place Sli¢ ly vesse] With a new and more nh odern type = ana when thi 
vessel to be traded in has reached a maximum age of 12 vears. The 
Dill also amends section 507 of t hae ae which provides for thi pu tha 
by tine Grovernment of vessels which have been or mented Inder thre 
United States flag for at least 10 vears if thev are found to be ‘obsolete 
Ol Inadequate’ for their trade so as to extend the authorit to vessel 
engaged in the domestic trade as well as the LOreidl trade fils 
seems a desirable alternative author 

n 1940 by amendment to the Merchant \larine Act of 1936, provi 
sion Was made for promoting the construction of vessels necessary to 
carry out the policy of the aet whether such vessels would be used in 
the foreign or domestie commerce of the United States or in the fish 
eries. This provision embodied in section 511 of the 1936 aet, pro 
vided for the establishment of construction-reserve funds for the 


! j — 
construction or acquisition of new vessels to be composed of deposits 


ol proceeds irom sales 0 vessels iIndemnities on account of losses ol 


I 
vessels, earnings from the Operation ol vessels. and reeeipts in the 
form of interest or otherwise with respect to the amounts previously 
deposited Certain tax deferments are allowed with respect to @ams 
from sales of vessels or indemnities from the loss of vessels when such 


sums are deposited in the funds if used for the intended purpose within 
the preseribs cl Lilie 

Sections 9 through 14 of the bill amend section 511 of the Merchant 
Marine Act, 1936, in several important respects. Section 511 as now 
written is somewhat comparable to the involuntary conversion pro 
Visions if the Internal Revenue Code No LEVRTVNE liste taxable Call) is 
realized from a sale or loss if the proceeds are spent within the statutor 
period for the pri rchase of vessels The tax basis of a vi ssel sO pul 
chased is reduced to the extent it is purchased from a tax-deferred 
capital vain With such a reduced basis, the owner is allowed a 
small I annual depreciation sO that if the vessel is operated or sold al 
ul profit the Government recoups the deferred capital Pains tax eithe 
by increased income taxes in each vear of profitable operation or the 
equivalent, but deferred, capital-gains tax when it is sold 

The amendments to that section of the act as made by sections 9 
through 14 of the bill are designed to broaden the availability ol 
construction reserve funds thereunder for use in the reconstruction 
and reconditioning of vessels and the liquidation of purchase money 
indebtedness on vessels 

One of the most significant aspects of the amendments to section 511 
is that which permits the modernization of vessels employed in service 
on the Great Lakes. In the case of shipping on the Great Lakes there 
are many vessels having sound hulls which have been operating in the 
fresh water of the Lakes for as much as 40 to 50 years. They have, 
however, become obsolete, or inefficient, or worn out in their machin- 
ery, quarters, and cargo-handling equipment. 1f this bill becomes law, 


f 
i 
f 
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0 
bill as originally iIntrodueed the Si at oil ae , ; 
the President had advised that it appear lesirable as a matter of 
Lax policy to etleet certain adjustments in 1 kane tees endl 
Merchant Marine Act of 1936 The Seeretat e ( ne 
ingly transmitted for consideration amendments \ ie. ian || 
the following effeets: 


a) Granting full tax-defermet ts Ol CC rea OS 
into the capital reserve Tuna 
h Crranting dete ment on ne J ! Ory ‘ . On OTT 
deposits of such subsidized ope O 
porate surtaxes OF eXCess-prolits tare 
In Its cons deration of the bill the Senate mptod thie ! 
tion of the Secretary of Comn ce ) ) I 
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secretary of Commerce, as discussed abov vour committee { 
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concern with regard to the problem of replacement of vessels in the 
merchant marine in view of the greatly increased cost of construction 
over the period since the enactment of the 1936 act. In this connec- 
tion Admiral Cochrane testified as follows before your committee 

It is true, of course, that the time the 1936 act was written, a somewhat 
Static situation Was enviss 





static as to the level of the trade-route require- 


Te 
ments, static as to the cost of ships And it Was assumed that if an operator who 
had acquired a new vessel deposited her original contract price at 5 percent a 
vear on the basis of a 20-vear life, that at the end of her life he would have re- 


established a fund sufficient to buy a replacement vessel 


So that today operators are confronted with the problem of having to repla 
vessels some vears from now, roughlv 8 to 10, which thev cot through the opera 
tion of the Ship Sales Act at perhaps $100 or $120 a dead-weight ton with vessels 
which will cost them, even allowing for construction subsidies, something on thr 
order of $500 a ton—four to five hundred dollars, somewhere in that zone “o that 
the monev that they will require to have available to replace he present fleet 


very substantially higher than would be accumulated through the operations sim 
ply of the required deposits in the capital reserve fund 

It is our opinion clearly, then, that if the services are to survive, that the com 
panies Must amass additional capital in order to be able to meet their require 
ments in the vears ahead. 

In the light of the foregoing the seriousness of the replacement 
problem is obvious, and your committee ts pleased to note that the 
Board is studving and developing a policy which will permit a more 
accurate evaluation of the needs of subsidized operators for the 
replacement of their vessels. In view of Admiral Cochrane’s testi- 
mony and the development of the policy of which he spoke, it appears 
desirable that the next Congress give early consideration to the 
whole vessel replacement problem and give further consideration to 
the principle of tax deferment as a means of developing an adequate 
replacement reserve. This principle has worked too well in the past 
to completely abandon it now until some effective substitute means 
can be formulated. 

In connection with the foregoing, the bill as it passed the Senate 
contained provisions which would vrant to nonsubsidized operators 
substantially similar tax benefits with regard to tax deferment on 
earnings from the operation of vessels placed in the operators’ COol- 
struction reserve funds. Your committee feels that this problem 
merits more careful consideration and hopes that the subj et will be 
gone into again in detail in the next Congress. It is obvious that the 
nonsubsidized operators are faced with the same problems brought 
about yy present-day replacement costs as are the subsidized opera 
tors. \ careful study, therefore, should be made of the extent to 
which the nonsubsidized segoment ot the shipping Industry is essential 
to effectuate purposes of the act and the extent to which additional 
aid should be granted to that portion of the industry 

Section 805 (c) of the 1936 act prohibits payment by a subsidized 
operator of a salary in excess of $25,000 per year. This limitation 
was imposed in 1936 and reflected a justifiable salary ceiling as of that 
date. It is common knowledge, however, that salaries and wages in 
comparable fields have risen tremendously since 1936. Evidence 
before the committee shows that this I6-vear-old limitation has 
resulted in freezing the salary range of every shipping organization 
affected by this section below the general level of competing industries 
Consequently, these shipping operators have found it difficult to 
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employ or retain able executive, managerial, or adiminist 
yersonnel, 

This bill would amend section SO5 (¢) so as to remove the p 
prohibition against salaries in excess of $25,000 per annum, but ¢ 


not permit the amount of any excess to be charged to subsidy accou 


opt ean eee 


ing Your committee believes that this permission to iner 
salaries to levels comparable to other industries for the same sery 
is consistent with the principles and policies set forth in wage stab 
tion provisions of the Defense Production Act of 1950, as 
In administering the law, the Wage Stabilization Board and « 
cognizant agencies should recognize as one ot the factors u ts ael 
minations the limitation heretofore imposed by law that has pt 
normal wage and salary increases in this important segment 
shipping industrv. In connection with the administering of thi 
relative to operations pursuant to titles VI and VII 
committee urges that the Maritime Administration mainta onsta 
watchfulness to prevent the establishment of more top salary posit 
than the SIZC and Capa ity of the operations ot in lividual COT palile 
would require 





CON rSITON 


On the whole, vour committe concludes that the Merchant Ma 
Act of 1936 has served its purpost wel] But the ever-ch 
world is less static than ever and the changes must therefore be fre 


quently examined and acted upon to keep up to date Che provisio 
of this bill are designed to meet at least some of these changes Oth 
will undoubtedly arise from time to time—or even now may be nee 

attention—and we will wish to examine them as they are perceive 


In the meantime, it is the hope of your committee that all will 
realize that in the world of today the United States is not onh 
maritime Nation, having a coast line of 5.90) miles, but can and must 
be a significant factor in the promotion ol th peace and security 
of the world. Much can be accomplished through a sound merchant 
marine policy, which can contribute immeasurably to the creation 
and development of understanding among the peoples of the world 
It is with the hope that our merchant marine will, with the under- 
standing and encouragement of the people of the United States, 
be a potent force in the direction of world peace as ellasanavatlal 
auxiliary to the Armed Forces that vour « 
ment of this bill 

The reports of the Department of Commerce and the Bure rot the 
Budget, commenting on this bill, and the House companion bill (HT. R 
4729) are as follows: 
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sections 2 and 


Sections 2 and 4 of the bill as introduced are supplementary to section 1 and 


enactment should accordingly be deferred until seetion 1 is considered again. 
Seciion 3 


Section 3 presents a matter of verv considerable importanee to the Government 
and to the shipping lines which undertake the purchase and operation of lar 
passenger vessels. ‘The seetion provides that payments due under a purchase 
contract under seetion 503 would be secured by a first mortgage on the vessel and 


‘would be di scharged by surrender of the vess land 











all rights therein to the Government. In view of the urgent eed of passenger 
vessels and their value to the Government as troop ships, we recommend approval 


f such section, amended as hereinafter suggested. “Lhe considerations in suprort 
of this section are clearly set forth on page 9 of Senate Report No. 295, Eight 
econd Congress, on the bill, S. 241, identieal with H. R. 4729, 

In the lirht of present technological trends the minimum characteristics for 
vessels to be elizible under this provision should be increased so as to provide 
that t minimum s ip to be elizibl for the benefits of the nonrecourse pro\ isions 
proposed should be not less than 10,000 gross tonnage and not less than IS knots 
speed with accommodations for not less than 200 passengers and be approved by 
he Secretary of Defense. It should further be provided that the non-recourse-loan 
pre io ould be available only with the approval of the Federal Maritime 
Board The limitation of construction cost of not less than $10,090,000 has 

i i ! be of ibstat i] | ificany nd ( ( er lin ations 
Osea vuld il the ection ade itelv, if is considered this econstruec- 
on cost ' could well be d te Subject to the amendments proposed, it is 
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a I ed 
\ é 
“ 6 of th would extend to passeng ( to be b lers 
’ we aid but wit if constr ti Ssubsid ( ce ( sted 
n 3 for vessels built for foreign trade route Under pres ircum- 
it appear probable that many appli t ould D . id 
i I ‘ ( on oi the nonrecourse provision On t! oO eT ind here 
i » obiection to it on the basis of « 1a} treatment and it is aceord ly 
led for approval with the same amendments as in section 3 relating to 


upproval by the Federal Maritime Board 


Section 7 stemmed from one of the recommendations of the President's Advisory 


Committee on the Merchant Marine to assure prgressive replacement of the large 
ck of war-built tonnaze now in the American merchant marine and thereby to 

wvoid what will in the not too distant future be an overwhelming block obsoles- 

cence in the drv-cargo fleet As it stands, the section substitutes 12 ve: 

17 veirs as the aze limit in the definition of the term ‘obsolete vessel.” 


obiectives of the seetion will have been met by June 30, 1958. It should, there- 
fore, bz limited in operation to not later than that date. 

It is recommended that section 7 be amended Dy adding a provi ion to section 
110 (a) (1) permitting until such date, the Government to acquire for an allowance 
inder section 510 vessels 12 years old without regard to the present requirement 
of such vessels being ‘‘obsolete or inadequate for successful operation in the 


domestic or foreign trade of the United States. 


Section 8 merely requires that the allowance rate for use of an obsolete vessel 
pending the availability of the new ship to be fixed for the entire period of such 
use be determined at the time of execution of the contract for the new vessel, 
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whereas the present language leaves the date of such determination ope 
desirable to fix this rate initially and the section should be approve 











Sections 9 to 13 
Section 9 of the bill would revise section 511 (1 of the SO as exte 1 the 
availability of the construction reserve fund approved for nonsubsidized « 
not only for the construction or acquisition of new vessels but for reconstruction 
and reconditioning of their vessels or for other purposes authorized i 
hould be approved 
Section 10 extends to nonsubsidized operator a leferred benef ror . 
leposited in a construction reserve fund correspond ot se pro ted 
607 (h) for ibsidized operators. Section 10 also pla on the time w ! 
which earnings from operations mav be depositec order to gain the tax be 
This question is one of difficulty fraught wit t Over-i Ad nist! 
pol tna principles 
Che whole question of tax benefits to shipp i ( 
tudy by e Department of the reasul i L; ! 
I w of the mobilization emergenc 
iting oO} ] 1! the s Dp y I i 
hary I eration he 1936 a 
lr f é ona S a ldh 
f the a juiring depos t 
i i ep 1) 
\"« i ‘ } i i! i 
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fleets « rage ch re ul i 
yperators, and to ae pa \ i i 
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i! » ’ 
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CO ( i ( ’ ‘ ‘ ) 
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Gra " to 
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( . 2 ’ { T { ) ; 
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inder the eireumstances I hie t ef 
fixed original period to 3 vears, t! i i 
of 5 yea the maritime agenev exercises its discr appro un addit a 
extension for pe riods not exceceedarig 2 CH { I { 
While present time limitations o1 e comn ent f 1s rnew construe 
tion or reconstruction seem fairly liberal, experier ’ tha 
difficulties tend to postpone the new construc and prot s afford 
Government by the requirement that funds 1 1 or committed withi 
requirements of the seetion are taxable as of t! f withdrawa 
placing a considerable risk on the depositor in respect ncreased, ratl thar 
decreased, tax rates 
Section 14 
The material covered in section 14 of the bill as introduced has already beer 


enacted into law (see Publie Law 50, SIst Cong., approved Apr Y 1949 
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bill amends section 905 of the 1936 act and tl 
ecord with Reorganization Plan No. 21 of 1950, effective May 
lished the United States Maritime Commission and created 


Joard and the Maritime Administration in t 
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herewith a draft of amendments to the bill H. R. 4729 
above rec mimendations and the advice of the Pri ident wit! 
respect to Tax me d fications ‘| his draft me nica and clari ne ame ] 





ments made necessary bv the substantive an 
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For your information there is enclosed a copy of a letter from the Director, 
Bureau of the Budget, containing the advice of the President with respect to the 
bill S. 241, an identical bill, and the views of this Department thereon 

Sincerely yours, 
THOMAS VW Ss DAVIS, 


Ici ng Secretary o Commerce 


aon eee 


AMENDMENTS ProposeEpb to H. R. 4729 


Page 1, strike out lines 3 through 10. 

Page 2, strike out lines 1 through 22 and insert in lieu thereof That section 
503 of the Merchant Marine Act, 1936, as amended, is amended | l 

Page 3, line 8, strike out the words ‘‘the date of enactment of 
Act”’ and insert ‘‘March 8, 1946’’. 

Page 3, line 10, strike out ‘‘seven”’ and insert ‘‘ten’ 

Page 3, line 11, strike out “sixteen’’ and insert ‘“‘eighteen 

Page 3, line 13, strike out “(1V) has a total construction cost of not less thar 
$10,000,000, and (V)’’ and insert in lieu thereof “‘and (1\ 

Page 3, lines 14 and 15, strike out ‘‘Navy Department’ and insert ‘‘Secretary 
of Defense’’. 

Page 3, line 15, strike out ‘‘shall’’ and insert in lieu thereof ‘‘may, with the 
approval of the Commission,” 

Page 3, line 18, strike out the words ‘‘The sole resource’’ and insert in lieu 
thereof the following: “With the approval of the ¢ MIMISSION, s ich first pre- 
ferred mortgage may provide that the sole recourse’ 

Page 4, strike out lines 12 through 19 


Page 4, line 20, strike out ‘‘Sec. 5’? and insert in lieu thereof ‘Sec. 2’ 
Page 4, line 23, strike out ‘Sec. 6” and insert in lieu thereof ‘Sec. 3 
Page 5. line 20, strike out “‘shall’’? and insert il ieu thereof mav with the 


approval of the Commission’’. 

Page 5, strike out lines 23 through 25 and insert in lieu thereof the following: 

“Sec. 4. Paragraph (1) of section 510 (a) of such Act is amended by inserting 
before the period at the end thereof a colon and the following: Provided, That 
until June 30, 1958, the term ‘obsolete vessel’ shall mean a vessel or vessels, each 
of which (A) is of not less than one thousand three hundred and fifty gross tons, 
(B) is not less than twelve vears old, and (C) is owned by a citizen or citizens of 
the United States and has been owned by such citizen or citizens for at least 
three years immediately prior to the date of acquisition hereunder.” 

Page 6, line 1, strike out “Sec. 8” and insert ‘‘See. 5’ 

Page 6, line 6, strike out ‘‘Sec. 9°’ and inser 

Page 7, line 9, strike out ‘See. 10’’ and insei 

Page 7, line 10, strike out lines 10 to 16 and the part of line 16 preceding the 
word ‘‘by”’. 

Page 7, line 20, beginning with the word “except’’ strike out through line 25, 
and on page 8 strike out all of lines 1, 2, and 3 down to the period in line 3 

Page 8, line 4, strike out ‘‘Sec. 11’’ and insert ‘‘Sec. 8’. 

Page 8, line 16, strike out the comma and the words “‘earnings, or receipts”’ 

Page 8, line 17, strike out the sentence beginning in line 1 
lines 1 through 19 on page 9. 

Page 9, line 20, strike out all of section 12 beginning in line 20 and ending on 
page 10, line 4. 





Page 10, line 5, strike out ‘‘Sec. 13”’ and insert ‘‘Sec. 4” 

Page 10, line 24, strike out the parenthetical claus 

Page 11, line 22, strike out all of lines 22, 23, and 24, and on page 12 strike out 
lines 1 through 10. 

Page 12, jine 11, strike out ‘‘(3)’’ and insert 2 

Page 12, line 21, strike out the proviso beginni e 21 throug ne 25, and 
on page 13 strike out all of lines 1 through 11 

Page 13, line 12, strike out all of section 14 

Page 13, line 17, strike out ‘‘Sec. 15” and insert ‘Se 10’ 

Page 13, line 17, strike out ‘‘(1)’’, all of lines 18 and 19, and strike out 2)" w 
line 20. 

Page 14, line 1, strike out ‘‘Sec. 16’ and insert ‘‘S i 

Page 14, lines 7 and 8, strike out the word bv an affirmative vote of not less 


than three members’”’ 
Page 14, line 14, strike out all of section 17 through page 19, line 11. 
Page 19, line 12, strike out ‘‘Sec. 18’ and insert ‘‘s« LS 


H. Rept. 2221, 82-2 3 
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Page’19, line 17, strike out ‘‘Sec. 19” and insert ‘“‘See. 137’. 

Page 20, line 2, strike out ‘‘by the’ and insert ‘‘jointly by the Secretary of the 
‘Treasury and the’’. 

Page 20, line i, before the word ‘“‘determined”’ insert the word eae 

Page 20, line 4, insert a period after the word “determined’’, strike out the rest 
of the line and strike out alt of lines 5 through 25 on page 20, strike out all of page 


21, and strike out lines 1 through 21 on page 22. 








Page 22, tine 22, strike out ‘‘Sec. 20’’ and insert ‘‘Sec. 14” 
Pag , line 1, strike out ‘‘See. 21’’ and insert ‘“‘See. 15” 
Page line 15, strike out ‘‘See. 22”’ and insert ‘‘Seec. 18”’ 


[TAX AMENDMENT TO BE ADDED! 


Page 23, insert between lines 14 and 15 new sections to read as follows: 
“Sec. 16. Section 607 (h) of such Act is amended, effective with respect to 
taxable vears ending after July 31, 1951, to read as follows: 

h) The earnings or gains of any contractor receiving an operating-differential 
subsidy under authority of this Act, which are deposited in the contractor's 
reserve funds as provided in this section, shall be treated as follows for Federal 
tax purposes 

“(1) Amounts required to be deposited as depreciation in the capitai reserve 
fund shall be deductible in computing income subject to income and excess profits 
taxes. 

2) The proceeds of any insurance or indemnities received by the contractor 
on account of the total loss of subsidized vessel and the proceeds of any sale or 
other disposition of a subsidized vessel, to the extent such proceeds r present 
gain, and earnings Or gains on amounts deposited in the capital reserve fund (other 
than amounts transferred from the special reserve fund) shall not be recognized 
for income or excess profits tax purposes 

‘(3) Amounts deposited as depreciation in the capital reserve fund which 
exceed the depreciation which would be allowed under the Internal Revenue 
Code (assuming the life expectancy determined under section 607 b)) and 
amounts described in paragraph (2) which are not recognized for tax purposes, 

all not be recognized in the determination of the tax basis of any property in the 
acquisition, construction, or reconstruction of which such amounts are expended 
or in the determination of equity capital or total assets for excess profits tax 
purposes 

1) Earnings deposited in the capital reserve fund, other than the amounts 
described in paragraphs (1) and (2), and earnings deposited in the special reserve 
fund shall be treated as ‘partially tax deferred’. ‘Partially tax deferred’ earnings 
shall not be recognized for purposes of the normal tax on corporations, but shall 
be recognized for purposes of the surtax and excess profits tax imposed upon 
corporations. ‘Partially tax deferred’ amounts shall not include capital gains 
leposited in the capital reserve fund or the special reserve fund. 

5) Amounts treated as ‘partially tax deferred’ under paragraph (4) shall 
be recognized in the determination of the tax basis of any property acquired, 
constructed, or reconstructed therewith and in the determination of equity capital 

ir total assets for excess tax purposes as follows 
\) So much of the ‘partially tax deferred’ deposit in any year as would 
be subject, but for paragraph (4), only to the normal tax shall not be recog- 
nized in determining basis or in determining equity capital or total assets 

for excess profits purposes, and 

“(B) The amount of the ‘partially tax deferred’ deposit in excess of the 
portion of the deposit described in the preceding subparagraph shall be recog- 
nized in the determination of basis and in the determination of equity capital 
or total assets for excess profits tax purposes in such proportion as the sum 
of the surtax and the excess profits tax attributable to such amount bears 
to the total tax which would have been imposed on such amount but for para- 

graph (4 


If partially tax deferred’ amounts are used to reduce indebtedness, proper adjust- 
ment shall be made in the basis of the property subject to the indebtedness. 
“(6) In computing the net income of the contractor for income and excess 
profits tax purposes 
“(A) The amount of operating-differential subsidy accrual payable to the 
contractor for any taxable year, including amounts withheld by the Com- 
mission, shall be included in the income of the contractor for such year; 











AMEND MERCHANT MARINE 


AC 


ie 


““(B) A deduction shall be allowed for the 


subsidy reimbursement determined b 
the contractor for such year; and 

C) Any amount previously wit 
such reimbursement liability which 
shall be included in the income of the 


7) Earnings or gains on deposit in the 





contract, or withdrawn from the special 1 
tor’s general funds (other than for reimbu 
inder section 607 (e or ¢ 
follows: 

\) ‘Partially tax deferred’ amou 
withdrawal, be subject to the amour 
imposed ut for this seetion in the Vea 
and 





in the fund 
tax rates and provisions applicable i 
Amounts withdrawn from the 


contractor’s general funds for operating 





extent such amount would not be reco 
under paragraph (5) or under the pro 
into between the cor tractor and the Bu 


respect to deposits made prior to the first 


be included in income of the contractor it 








\ 


distributed as div 


+} 





taxal 





s Amounts deposited in the eapital or sj 
stitute an accumulation of earnings or profits 
of the Internal Revenue Code 

9) In OMmputing rhe ( perating ds 
section 122 of the Internal Revenue Cod 

e co act 
actor for 
maT i 
{ ra 
e ra 
ance with the following provisio1 
“(A) The average base period 

puted bv including excess profit 

133 (b) of the Internal Reve e ( 

earnings (no ( ling ca i i 

reserve funds ji ch vear othe a 

i) Required deposits of dept 
ii) The amount of subsidy re 
Commissior To be ¢ irgeabie to the 
iii) Earnings o t lepe 
other than am ts transf ed 
B) The equity capital of the contrac 
of the Internal Revenue Code and the 
purposes of sections 435 (¢ ; 140) ) 
Code shall be computed |} etermn 
adjusted basis of assets of the contractor 
paragraphs (3) and (5) or the provisio 
into by the contractor and t} B ( ) 
respect to amounts deposited in the re 
vear ending after Julv 31, 1951, and | i 
the reserve funds the basis whic! V6 1 
and (5) or under such closing agreen 
11) For the purposes of tl sect 
funds or expended wcecordancee th t ) 
sidere j to represe tt! leposit ( f 


i 
I 
cl 
i¢ 
} 
a 
i 
Té 
i 











20 AMEND MERCHANT MARINE ACT, 1936, AS AMENDED 


Section 17. Section 607 (g) of such act is amended by adding at the end thereof 
the following new sentence: ‘‘If a voluntary deposit of earnings approved by the 
Commission under this subsection after December 31, 1950, results in an over- 
payment of Federal taxes for any year, interest shall not be allowed on such over- 
payment for any period prior to the date of approval of the deposit by the 
Commission.” 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupDGET, 
J uly 23, 1951. 
The honorable the SECRETARY OF COMMERCE. 

My Dear Mr. Secretary: Receipt is acknowledged of your letter of July 16, 
1951, transmitting the views of the Department of Commerce and the Maritime 
(Administration on 8. 241 which is known as the long-range shipping bill, and which 
is entitled, ‘To amend the Merchant Marine Act of 1936, as amended, to further 
promote the development and maintenance of the American merchant marine, 
and for other purposes.” 

In accordance with instructions received at the time of presentation to the 
President of the report of the Treasury Department, entitled ‘‘Scope and Effect 
of Tax Benefits Provided the Maritime Industry,’”’ your views have been com- 
municated to the President and I have been authorized by him to advise you as 
follows: é 

1. There is no objection to the transmittal to the Congress, for its consideration, 
of such report on 8. 241 as you may deem appropriate. However, in the light of 
information set forth in the Treasury study and as a result of subsequent confer- 
ences thereon, it would appear desirable as a matter of tax policy to effect certain 
adjustments in the tax provisions of the Merchant Marine Act. Specifically the 
President requests that there be transmitted to the Congress, for its considera- 
tion, as proposed amendments to 8S. 241, language which would have the following 
effects: 

a) Granting full tax deferment benefits on required deposits in the capital 
reserve fund. 

b) Granting deferment on the normal corporate tax for other deposits of sub- 
sidized operators, without deferment of corporate surtaxes or excess-profits taxes. 

(c) Permitting the construction reserve fund of nonsubsidized operators to be 
extended to cover reconstruction and reconditioning of vessels, and extending by 
1 vear the period within which such funds must be committed, fwithout broaden- 
ing the tax benefits applicable to these funds. 

Staff of this Bureau and of the Treasury Department would be glad to cooperate 
with you in the preparation of amendments designed to accomplish these purposes. 

2. With respect to the other provisions of S. 241, the President concurs in the 
positions taken and the recommendations made in your report. In particular, it 
seems wise to defer at this time, without prejudice, the extension of construction 
subsidies for vessels other than those to be used on essential trade routes, for the 
reasons set forth in your report. Similarly, it appears unnecessary for the reasons 
set forth in your report, to take action at this time on the accelerated depreciation 
provisions of section 17 and a portion of section 19 of the bill. 

Iixcept as indicated above, the provisions of 8. 241 are without objection and 
enactment of the measure, if amended in accordance with this letter, would be in 
accord with the program of the President. 

In view of the fact that S. 241 is now pending on the Senate calendar and early 
action on a companion bill may be desired by the House Committee on Merchant 
Marine and Fisheries, the President requests that your report, this statement of 
his views, and the text of suggested amendments, be transmitted to the appro- 
priate committees at the earliest practicable time. 

There is enclosed for vour information, a copy of a letter from the President 
transmitting to the Congress the report of the Secretary of the Treasury referred 
to above. 

Sincerely yours, 


F. J. Lawron, Director. 
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Enclosure: Copy of President’s letter transmitting to Congress repo 
Secretary of the Treasury. 
Hoe Wuire Hovst 
Washington. July 31 
Hon. Sam RayBurn, 
Speaker of the House of Re presentative 
Wash noton 4 D ( 


] 

My Dear Mr. SPEAKER: On January 19, 1951, I requested the Secretar f 
Treasury, in consultation with the Secretary of Commerce, to prepare a st 
the assistance to the United States maritime indu i 
special tax provisions of the Merchant Marine Act of 1936 and the various r¢ 
acts. In response to my request, the Secretary of the Treasury transmitt 
his report to me on March 8, 1951. Copies of this report, together with the letter 
of transmittal from the Secretary of the Treasury, are attached. I recommet 
that the report be referred to the appropriate committees of the Congress for 
consideration. 

The importance of maintaining a healthy maritime industry in the United 
States has been clearly demonstrated in recent years. To assur l \ 
the Merchant Marine Act of 1936 authorizes various forms of Federal assistanc: 
for this industry. Although direct operating ar tl idi p 
tended to provide the primary method of assistance under that act, the less-direct 
assistance of tax benefits has become increasingly important as a result of higher 
tax rates since 1936. 

The Treasury study raises a number of objections to the use of tax benefits as 
a means of providing financial assistance to t 
these benefits conflict with sound over-all tax policy, and that their amount and 
their distribution among individual companies i 
the needs of the industry for financial aid. Fu 
plexity of our internal revenue statutes, the tax assistance to the maritir 
dustry is so difficult to calculate that it has become, in effect, a hidden subsidy 


lustrvy which is pre 
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I agree in principle with the basic conclusion of the Treasury study aX 
benefits do not represent the most suitable means for providing necessary t 
ance to our merchant marine. However, if these benefits are to be comp 
eliminated, careful consideration will have to be given to the possible effects 
such action on our maritime industry, and to the development of alternati 
forms of assistance that might be ne assure the 1 1 if a 
adequate merchant fleet. I am sure he Congress w : consider 
these questions carefully in the light of the Treasury study and the views of thi 


Department of Commerce and other interested agencies. A copy of the report 
of the Secretary of Commerce is attached 











In the meantime, I believe that immediate action should be taken to curta 
somewhat the level of the tax benefits that are now available to the shippii 
industry. Whether or not it eventually appears desirable to retain some forn 
of tax benefits for the merchant marine, it is inequitable to continue sparing 
tions of this industry almost completely from the heavy tax burd: vhich the 
Nation as a whole must now sustain. The Treasury study demonstrates that 
benefits realized under the 1936 act have been verv libera In mv judgment 
they are greater than would be re juired to encourage ship operators to set aside 


adequate funds for vessel replacement and improvement According I have 
requested the Secretary of Commerce to present to the Senat 
Interstate and Foreign Commerce and to the House Committee on Merchant 
Marine and Fisheries, proposed legislation which wou t tl xt 
of existing maritime tax benefits. 

These proposed adjustments in tax benefits woul 
of eliminating hidden subsidies to the maritime industr and o1 hich ca be 
taken without impairing the kind and degree of assistance needed under p1 











foreseeable conditions 1 also believe that the proposed adjustment e | 
consistent with the scope of assistance which was contemplated when the tax 
provisions of the Merchant Marine Act were originally enacted. With these 
adjustments, the tax benefits would still pr le ample incentives, particularly 
when taken together with other benefits nder the Merchant Marine Act 
assure the sound promotion of the maritime industry as required for this Nation’s 
defense and commerce. 

Because of the relationship of these proposed tax adjustments to certain pro- 
visions of the so-called long range shipping bill—S. 241 and H. R. 47290—they are 


being presented to the Congress in the form of suggested amendments to that 
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legislation. Il recommend that the Congress give prompt and favorable considera- 
n t } bill, amended in accordance with the suggestions presented by the 





eretary of Commerce 
Sincerely yours, 


Harry S. TRUMAN. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 

Was} nator D. dD. cr Ne ple mbher 4% 19451. 

Hon. Fpwarp J. Harr, 

Char man. Committee on Verchant Var ne ar 
Hlo cy at Pepresentat ves, i ! hinator 5. D ( 

My Dear Mr. Harr: This letter presents the comments of the Bureau of the 
Budget on S. 241, a bill to amend the Merchant Marine Act, 1936, as amended, 
to further promote the development and maintenance of the American merchant 





marine, and for other purposes. This bill has been passed by the Senate, and is 
now pending before your committee 

The vie f the with respect to this legislation were transmitted by 
his Bureau t ( t of Commerce, and in turn were communicated 
vy that Department to the Senate Committee on Interstate and Foreign Com- 
merce in a letter of July 25, 1951. T understand that a similar letter was sent to 
vour committee on August 10, 1951, with respect to H. R. 4729, the companion bill 
to S. 241 Since S. 241 as passed by the Senate differs in several important 
respects from the President’s recommendations, this Bureau wishes to take this 
ypportunity to restate and clarify the President’s position o1 this subject 





Under existing legislation, the Federal Government already provides substantial 
assistance to the shipping industry in a variety of forms. It provides construction 
and operating subsidies, liberal tax concessions, long-term mortgage loans at low 
interest rates, preferential treatment in connection with the movement of ECA 
and other emergency cargoes, and various other forms of assistance. In addition 
o these continuing measures, the Government has recently undertaken special 
programs, expressly designed to meet emergency needs for additional shipping 
capacity. In particular, the Government is constructing 35 modern, high-speed 
cargo vessels, incorporating design features important for defense requirements. 
It is also Operating, through the National Shipping Authority, a large number of 











merchant ships needed to supplement normal shipping capacity in the present 
nergze ne 
S. 241, which has been popularly designated the “long-range sh pping bill,’’ 
proposes to broaden in a number of ways the Government aid now provided to 
shipping industry Among other things, it would 
1. Extend construction subsidy eligibility to vessels which are not operated 
) xt ial trad PrOUTLeS 5 
2. Broaden substantially the tax benefits of nonsubsidized operators; 
5. Limit the mortgage liability of purchasers of new passenger vessels; 
t+. Reduce the age at which vessels can be traded in to the Government 
der section 510 of the Mere Act 
laken together, these various d represent a major expansion of 
= bsidy aid already being civen to this industry While a number 
he provisions of S. 241 appear sound, the President is opposed to the first two 
of the proposals listed above, for reasons which are indicated in detail in this 
etter Furthermore, the President feels that there is a clear justification for 
restric » the unduly liberal tax benefits which are now available to the shipping 
industry He feels that any legislation providing long-range modifications of 
‘thant Marine Act should include an adequate adjustment of these present 


ommerce Department letter of July 25, 1951, and this Bureau’s letter of 
1951, which was transmitted therewith, indicated the amendments to 
ich would be necessary in order to bring this legislation into accord 
he program of the President. The principal issues on which S. 241 (as 
passed by the Senate) differs from the President’s recommendations are indicated 
below: 





/ a / 


1. Exter 0 of constructior subsidy to vessels not cperated on essentia ade 


routes.—The Department of Commerce recommended that 





r the provisions relating 
to this proposal be deleted from the bill. The Department pointed out that 
‘Under present circumstances of mobilization and the material controls incident 
thereto, it appears highly improbable that any construction would develop out 
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of this section in the near future However, S. 241 as passed ; ~ 
retains the sections in question (secs. 1, 2, and 4 

The extension of construction subsidy to ve | ther tha 
routes would alter drastically the basie phil phv of the Mercha \I 
Under that act, Government subsidy assistance rovided . 
are found to be essential to the Nation’s defense and erce I ‘ 
such assistance, the subsidized operators undertal erta oa regal 
the maintenance of adequate service, and the order 





This present concept treats Federal su Ly 
ping industry as a whole, but rather as a f f sp i 


designed to assure the maintenance of essential 
S. 241 would depart from this fundar 4 eC} It 1 rel et 





present standard of essentialitv of the service, and wi taut ( tr 
subsidy for anv operator in foreign trad ) d i 
to satisfy existing standard of essentiali as well as tho ho have beet 
unwilling to assume the obligations of subsidized a a Hecome 
eligible for construction subsidy under tt Chis proposed ad f 
the subsidy base for the maritime industry d potentia the G 
ernment in considerable additional expenditur t al issura 
resulting program wou d be closely related t the ¢ el a t er! nal 
needs of this country. 

The President feels that the justification for 1 proposed departure ft 


present philosophy of the Merchant Marine Act | t been ac atelv estal 











lished especially In View of the Commerce Depart! pul I at this proposa 
would not result in additional vessel consti g 
It is strongly recommended that sections 1, 2, and 4 of S. 241 be deleted is pre 
viously recommended by the Department of Con 

3 Taa Dbenents fo ') ze ppt [ ()r tiie t i I al i al 1 <1 ld\ 1D) t 
Treasury Department of tax benef ts il le tiie Mer al \Ia \ wna 
comments thereon by the Department of Commerce, the P ae! as r 
mended that the Congress take immediate action t« irtail the pe of these 
tax benefits As indicated in his letter of July 31, 1951, transmit the Treas 
study to the Cor vre trie Pre ide! { agrees ‘ Ut rhe DA ( I I al 
study that tax benefits do not represent the 1 tabdle eal ) i ti! thie 
merchant marine Chev are in effect a hidde I m ol DOsia I al 
readilv be controlled in relation to the chang c 1 
In fact, the benefits from these tay nee i are it ! er eriod 
when aid is least required, and thev are als greatest for tl pane \ s( 
profits make them least dependent up Gove 
' The President believes that such benefit uy me { wO 
possible, and replaced if necessary with more dir und oF for f aid Wi 
such a step is y stu apy ti I erested ex LY ( ( 
the President recommended immediate actio ( 
tax benefits to a more reasonable lev Detailed amenda { 
to carry out this recommendation was trar nit 1, a t! Pr I re 
the Commerce Department letter of July 25. Ir urt ul Is TEC Le 


that full tax benefits continue to apply onlv to requir leposits of dep a »! 





the operators’ reserve f inds, and to capital gains « 
vessels, It was furtl ecommended at ea ) { s 
operators be giv tax deferment on o \ t i i i 
be subjeeted to both the surtax and the exeess prot a \ i { the Senat 
section 21 of S. 241 ) Sir 
the bill does not Subyé oO the e¢ ) ate i j i 
limited correction of iO 

The Treasury study I | il | 


subsidized lines as a res 
tax benefits under 
and technically that is a correct designatior Howev he Treasur idv po 
out that this deferment is tantamount to tax exemptio! » long : he operat 





retain their subsidy contracts. 

It is questionable whether any sp i ncent { I ot i hbenent 
should be necessary to ¢ oOurage the | | 1 f i ! for ESSE 
replacement. As one of the obligations assumed in ¢ for ( 
the subsidized operators agree to undertake at 
The accumulation of cash reserves needed for i} 


be regarded as an mherent part of this ot 
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However, quite apart from this basic policy question, the present tax benefits 
appear unnecessarily liberal, even as an incentive device. As pointed out in the 
letter of transmittal accompanying the Treasury study: 

‘These tax benefits are far in excess of the amounts envisaged by the Congress 
when it enacted this legislation in 1936. Their value has multiplied as a result 
of unexpected increases in the level of shipping profits and corporation tax rates,”’ 

Thus, increases in tax rates (which could not reasonably have been foreseen in 
1936) have converted a relatively limited benefit into one of major proportions. 

As an immediate adjustment, the President has recommended that the tax 
benefits on earnings of the subsidized lines be limited to the normal tax rate. At 
the present normal tax rate of 25 percent, this benefit would in itself represent a 
substantial degree of assistance to the shipping industry; it would of course be 
correspondingly greater with the increased normal tax likely to be enacted in 
pending tax legislation. Even if it is assumed that some form of tax benefit on 
earnings is appropriate as an incentive for the accumulation of vessel replacement 
funds, it seems clear that virtual exemption from the normal tax should provide 
more than enough incentive for this purpose. As pointed out by the President 
in his letter of July 31, 1951: 

‘These proposed adjustments in tax benefits would be a first step in the direction 
of eliminating hidden subsidies to the maritime industry, and one which can be 
taken without impairing the kind and degree of assistance needed under presently 
foreseeable conditions. I also believe that the proposed adjustments would be 
consistent with the scope of assistance which was contemplated when the tax 
provisions of the Merchant Marine Act were originally enacted. With these 
adjustments, the tax benefits would still provide ample incentives, particularly 
when taken together with other benefits under the Merchant Marine Act, to assure 
the sound promotion of the maritime industry as required for this Nation’s defense 
and commerce.” 

In view of the above considerations, this Bureau urges that S. 241 be amended 
so as to require the payment of corporate surtax, as well as excess profits tax, on 
earnings deposited in the subsidized operators’ reserve funds. 

3. Tax benefits for nonsubsidized lines.—As indicated in the Commerce Depart- 
ment letter of July 25, the President has recommended that the limited tax 
benefits now available to nonsubsidized lines should not be broadened in amount. 
S. 241, however, would give the nonsubsidized lines major new benefits in the 
form of deferment of normal tax and surtax on earnings deposited in construction 
reserve funds. 

In view of his recommendations for the curtailment of existing maritime tax 
benefits, the President feels that it would be a serious step in the wrong direction 
to increase the benefits for the nonsubsidized operators at this time. It should 
be kept in mind, in this connection, that the basic framework of Government 
assistance under the Merchant Marine Act is directed toward the support of 
operations on essential trade routes. It has been indicated that tax benefits are 
questionable even for subsidized operators, who assume definite obligations for 
the maintenance of service on these routes, and for the timely replacement of 
their vessels. Broadened tax benefits would certainly seem inappropriate for 
other operators, who are not required to assume any such obligations. Accord- 
ingly, this Bureau urges the deletion of those provisions of 8. 241 which expand 
tax benefits for nonsubsidized companies. 

1. Other provisions.—In addition to the principal issues discussed above, it is 
noted that S. 241 in its present form differs in a number of detailed provisions 
from the suggested language submitted in the Commerce Department letter. 
To the extent that these detailed changes raise substantive issues, comments will 
be submitted in reports being prepared by the Department of the Treasury and 
the Department of Commerce. There is, however, one such change which this 
Bureau wishes to call particularly to the committee’s attention. 

Section 21 of the bill as passed by the Senate provides that the tax benefits 
on earnings of subsidized operators would apply to any operator ‘‘holding an 
operating-differential subsidy contract.’’ This would change the present language 
of the act, which extends these benefits only to operators ‘‘receiving an operating- 
differential subsidy.’”’ The importance of this proposed change is indicated by 
the experience during World War II. During the war vears, the normal services 
of the subsidized lines were of course disrupted, their vessels were taken over by 
the Government, and subsidy payments were suspended. While the subsidy 
contracts remained nominally in force, the subsidy program was in effect dis- 
continued for the duration of the war. In a closing agreement concluded between 
the Bureau of Internal Revenue and the subsidized operators in 1947, it was agreed 
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owner to the Government for an allowance of credit to be applied upon 
the purchase of a new vessel. 

(c) Section 8 requires the rate for the use of the traded-in “obsolete 
vessel”’ during the construction period of the new vessel be fixed at 
the time the contract for the new vessel is entered into in lieu of the 
present requirement that the allowance of credit be reduced by an 
amount representing the fair value of such use. This section merely 
provides for certainty as to the rights and liabilities of the operator 
and the Government during the construction period to be established 
at the outset of the trade-in transaction. 


h Construction reserve funds (sees. 511 (6b), (c), (d), (q), (1). Merchant 
ints Act, 1936) 

(a) Section 9 of the bill amends section 511 (b) of the 1936 act so as 
to extend the availability of construction reserve funds to include not 
only the construction or acquisition of new vessels, as under existing 
law, but also for the reconstruction and reconditioning of vesse Is and 
for the liquidation of ges hase-money indebtedness on vesse 

(4) Section 10 of the bill is a technical amendment whic! h : deine 
obsolete language contained 4 section 511 (e). 

(ec) Section 11 amends section 511 (d) so as to provide for the adjust- 
ment in the tax basis of a vessel if the reserve funds are used for re- 
constructing, reconditioning, or in the liquidation of a purchase- 


money inde btedness On Vess le 


Section 12, in addition to expanding the purposes for which the 
construction reserve fund may be used to include the reconstruction 
and reconditioning of “new vessels” (as defined in the 1936 act), and 
the liquid: ation of purchase-money indebtedness, furthe : amends 
section 511 (2) of the act by extending the time Ol require d commit- 
ment of deposits so as to avoid the aapostieon of taxes at the estab- 
lished rate. As to existing deposits this section r _ s tl e shipowner 
to commit or expend the funds within 2 vears from the date of deposit 
or the date of any extension granted by the Maritime Administration L. 
In the case of future de] Osits the limitation pe ‘riod is 3 vears from date 
of deposit. The exist ee discretionary authority of the Maritime 
Administrator to extend the time for committing or expending the 
funds for an additional 2 years is continued. 

(¢) Section 13 amends section 511 (i) of the act so as to limit the 
additional 1.1-percent tax imposed on deposits in lieu of the capital- 
stock tax or declared value excess-profits tax to d ‘posits made in a 
taxable year ending on or before June 30, 1945. Both the capital- 
stock tax and the declared value excess-profits tax were repealed with 
respect to taxable years ending after June 30, 1945, and the amendment 
proposed by this section merely clarifies the intent of the section and 
eliminates obsolete material. 

(f) Section 14 adds a new provision to section 511 of the act which 
extends the privileges of the construction reserve fund provisions to 
cover the reconstruction, reconditioning, or modernization of vessels 
operating on the Great Lakes, including the St. Lawrence River and 
its Gulf. 
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j Recomputation of lif erpectancy of a recons iC) oa . recond oned 
vessel (secs. GOS (b), GOG, GO? (b) and (d), Merchant Marine Aet. 
1956 

Sections 15 and 17 of the bill amend sections 605 (b) and 607 of the 


act so as to permit the recomputation ol the hte expectancy of a re- 


constructed or reconditioned vessel in use under an operating d ffer- 
ential-subsidy contract, and provides for the recomputation of de- 
preciation charges on such vessel, for the purpose of making deposits 


in the capital reserve fund of the Ope rator, on the basis of the rede- 
termined life expe taney instead of on a 20-vear basis as now required 


Sections 16 and 18 are amendment 0 sections 606 and 607 (d 
of the a Which bring these sections of the aet u mori th the 
amendment to section 607 (b) proposed in secti 5 7, dis- 
cussed above 
6. Inier: ime ' 

( eye \/ / , lf 

Sect y of the bill mild a h (} 
act to pro e tha i vol depo - O | | 
Maritim \dmuinistratior 1) ! ’ i it 
overpaym fb i ( ne 
paid by the Federal Go ent on | 1 
prior to the | 7) 1} i \¢ s 
tration. 

Ta rf ; 
f 

. : 3] , 5 ; 1) 4 
lor dep 
iund Oo \ 

Set 0 { é ( Z ( 

hie t ! ( 0 j 

might be 4 Ie 
l Ys | ~ 1) I ~ 

Hien CXEK Lin 1947, be Cl] 

Deparcmen Phis ag . el 
th 1 Oy} ( ) | 

Section LU oO; i bill WO i (>] | 
O| ihose aepo ~ hie] ~ mic} ( ) ( ] ‘ 
Mto le Cay i reserve tuna oO 7 | . 1c} SS 
Ol vessels, aepre LLlOon ana also earth ‘ on amounts ol 
required deposiis. Lt would, however, 1 ihe press ix defer- 
ment, as provided 11) he nbove mentioned cle in agreement, W hy 
respect to deposits of carnings made iio the ecaplial 1 iund o1 
the special reserve fund, so that there would be tax deferment only 
as to the normal taX Oh COPrporatlons bu not as to the surtax and 
eXCeSS profits tix 
‘ Nalaries of ‘ii ployees Ol cmheid eal Dp Oy qaqrna Che IPTeTS a 


S05 (c) Merchant Marine Act, 1936 
Section 21 of the bill amends section S805 (ec) of the act so as to per- 
mit operating-differential-subsidy contractors under title VI and 
charterers under title VIL to par salaries in excess of $25,000 per an- 
num, subject to the limitation that amounts in excess of $25,000 pel 
annum shall be excluded in computing the interest of the Government 
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under such contracts. Section 805 (c) presently prohibits employees 
of such contractors of charterers from receiving compensation in 
excess of $25,000 per annum and makes a contractor or chartere: 
paving compensation in excess of such amount ineligible for holding a 
contract under the act. 
Y Definition of terms (sec. 9O5, Merchant Marine Act. 1936 

Section 22 of the bill amends section 905 of the 1936 act and th 
amendments proposed tn the bill so that, in accord with Reorganiza- 
tion Plan No. 21 of 1950, effective May 24, 1950. the terms “Com 
mission” and “Maritime Commission’ when used throughout the 
proposed bill shall mean the Federal Maritime Board, the Maritimy 
Administrator, or the Secretary of Commerce, as the context may 
require. 

CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule NITL of the Rules of the 
House of Representatives, changes In existing law made by the bill 
as introduced, are shown as follows (existing law proposed to be omit- 
ted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


MERCHANT MARINE ACT, 1936, AS AMENDED 
‘ * * * * * * 
TITLE V—CONSTRUCTION-DIFFERENTIAL SUBSIDY 


Sec. 501. (a) Any citizen of the United States mav make application to the 
Commission for a construction-differential subsidy to aid in the construction of a 
hew [vessel,] ve ssel to be used [on a service, route, or ihe } in the foreign coMm- 
merce of the United States[, determined to be essential under section 211 of this 
Act] No such application shall be approved by the Commission unless it deter- 
mines that (1 [the service, route, or line requires a new vessel of modern and 
economical design to meet foreign flag comy etition al d to promote the fore jw! 
commerce of the United States, (2 ] the plans and specifications call for a new 
vessel which will meet the [needs of the se rvice, route, or tine, and t! ej require- 


ments of the foreign commerce of the nited States ii aid in the promotion a 

lenvelopment of suct mpemrerce, and be suitable for se by the U'nited States for nationa 
’ j s > \ 

lgtense or military purposes in time cf a or national emergency; [ » j -) the 


applicant possesses Tile ability, experience, MNANCIAL TeSOUTPrCes, and other quan- 
fications necessary to enable it to operate and maintain the proposed new [vessel 
ich service, or on such route or line, and to maintain and continue adeqrate 


with new and modern ships, ] vessel, and [(4)] (5) the granting of the aid applied 
oO j 


service on said route or tine, including replacement of Wworh out or obsolete ton! nee 


for is reasonably caleulated to replace worn ut or obsolete tonnage th n M 
nodern Ships, ¢ oltheririse to carry out efTectively the Purpose and poles of this 
Act The contract of sale, and the m wriqaqg aiven to se are the paym nt of the n 
lance of the purchas price shall not restrict # lawful o prope se or ope if ; 


he vessel exrcepl to the extent er] ressly required hy lau 


+ + * * * * * 
Sec. 501. (ec) Any citizen of the United States may make application to the 
Commission for a construction-differential subsidy to aid in reconstructing o1 
conditioning anv vessel that is to be [exclusively] used Lon a service, route 
ine} in the foreign commerce of the [United States, determined to be essential 
inder section 211 of this \ct] United States. If the Commission, in the exercise 
its diseretion, shall determine that the granting of the financial aid applied for 
reasonably caleulated to carry out effectively the purposes and policy of t 
Act, the Commission may approve such application and enter into a contract 
contracts with the applicant therefore providing for the payment by the United 
States of a construction-differential subsidy that is to be ascertained, determined 
eontrolled, granted, and paid, subject to all the applicable conditions and litnita 
tions of this title and under such further conditions and limitations as may be 
prescribed in the rules and regulations the Commission has adopted as provided 


30 AMEND MERCHANT MARINE ACT, 1936, AS AMENDED 


in foreign trade or domestic trade, which in the judgment of the Commission 
should be replaced because it is obsolete or inadequate for successful Qneratian 
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in foreign trade or domestic trade, which in the judgment of the Commission 
should be replaced because it is obsolete or inadequate for successful operation 
in such trade, the Commission ts authorized in its discretion, to buy such replaced 
vessel from the owner at a fair and reasonable valuation, which valuation shall 
not exe ithe cost to the owner or any former owner plus the actual cost previously 
expended thereon for reconditioning, and less a reasonable and proper deprecia- 
tion, Dased upon not Mor an a twentv-veal of the ve i apply the 
pu isc. prik 1zrecd Upon to that portior i the construction ¢ i ic! ‘ 
vessel While Is to vb borne bv the purchaser thereo!t: P wided, That the owner 
of such replaced vessel shall execute a bond, with one or more approved sureties 
conditioned upon indemnifying the United States from all loss resulting from 
a eXIs nst such vessel: And provided further, That such vessel has 
been documented under tl laws of the Lnited States for a period of at least 
ten vears prior to the date of its purchase by the United States 
s 50) \ ! ti | { Stat ma make Lp} to \ 
Hh! l aid i ( ~ tio fa Cw s to ) } 1 
r don 1 ! vessels engaged solely in the tr portat 4 pro} 
‘ ( { rs and canals e: isivel\ If such application appros 
by t Commis ssel may be constructed under ft i wid con- 
{ ons rf tl tf no constru 1O lifierentia t ly t ‘ ! 
| ( olmmmis 411i PAV Tor e Cost ol ional-deft ( ul sl rporated 
eh ve Ih ¢ essel is designed to be of no s thar misand 
e hundred gross tons and to be capable of a sustained speed of ss thr 
fourtes kno wplicant shall be required to pay t Comn 101 ‘ ss 
than 12 por in I the mt offs vessel. and j the cas Par Vesse 
t ipplicant shai requ fto pa e Comn n not | han 25 4 ( Lum 
oO ti cost of such vessel eluding from such cost, in either cas the cost of 
n ttional-defense featur and the balane f such purchase price shell be paid 
b> the applicant within twenty vears in not to exeeed twenty equal annual 


installmert;, with interest at 34> per centum per annum, secured by a preferred 
mortzgaze on the vessel sold and otherwise secured as the Commission mav deter 











mine: Provided That notwithstanding any other provisions of la the balance of 
the pure Ise price f a passenger vessel const icted inder this section hac ms oa 
l ered subseq ent to Va hn &. 1946 and h has the tonnage speed passenge 
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on dation ¢ tthe p hase ol such 4 vege sha he loshed and ¢ ey Gea as prot led 
i? h sectior ind provided, That in case a vessel is to be ce ructed under 
this section for an applicant who has as his principal place of business a place o1 
the Pacific coast of the United States (but not including one who having bee 
business on or befor August 1, 1935, has changed his principal lace 1 Sire 
to a place on the Pacific coast of the United States after such date to be operated 
in a coastwise, intercoastal, or other domestic service, route, or line from or or 
the Pacific coast of the United States, and the amount of the lowest responsibl 
bid of hipvards on such coast for the construction of such vessel does not exceed 
the amount of the lowest responsible bid therefor of shipvards on tl Atlanti 
Oa of the United States by more than 6 per centum of the amount of the bid 
ol s \ 1 ic coast shipvard. such vessel sha mm onstructed rt app! anit 
b Om mission O1 if the applicant accepts such lowest responsible bid of tt 
Paci coast pvard, and agrees to desiznate a continue as tie ome port ot 
the vessel to be constructed at a port on the Pacific coast of the United States 
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nde a contrae for construction of a new vesse or ‘ els, oO 12 for the 
tion, reconstruction, or reconditioning of a new vessel or vesse when the Cam 
determines by an affirmat ote of not less than th embers that the 
objectives of the Act will be promoted thereby, entered into within three ars fron the 
late of a de pos fo ad NM ma le after the effective date of these amendator provistons, 
or ly tf unde such and requlations wilhin ich pe 120d the contract p of the 
vessel Or VESSE l 11d ¢ committed, and the construction of such ve elo s 
completed, as provided in subparagraphs (A) and (B) of parag apt 1) of this sub- 
section: 
or the lig wdation of existin oO subsequently ane erred purcl US¢ Ne 
debtedne s lo pe ons othe than a pa ent ompanu oft or a company ited or 
tssociated with, the mo tgqaqgor on a new Wve or vessels witha 1) two yea from the 
date of deposit or the date of any extension thereof hn M anted b Clon 
MUSSLON Pp ant to thre provistons o} section 511 , ual ca of depo nde ” 
to the date on which these amendator provistons becon effect , or 1 | é 
from the date f leposit tn the case of a depo I oft h effect a 
Sec. 511. (h) The Commission is authorized under rules and regi ior oO be 
prescribed jointly by the Secretary of the Treasury and the Comn ion to grant 
extensions of the period within which the deposits shall be expended or obligated or 
within which construction shall have progressed to the extent of 5 per c im. of 
completion vided herein, but such extension shall not be for an ager te 
idditional peri in excess of two vears with respect to tl xpenditure o1 
i of such deposits or more than one vear with 1 spect to progress OT s ch 
eonstructiol [ Prot ded, however, ‘| 
ntil such earlier time as the Congres 
may designate, i iddition to the 
xtensions may be granted ending not 
of the present war or such earlier date 
ntil Mare rr. If in addition ) 
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of those areas. Witnesses included governors of States, heads of 


local chambers of commerce, farm and business groups, flood preven 
tion and conservation adistricts and Associations, and idivid ral 
c } é ‘ 

farmers and businessmen. Almost without exception these witnesses 


expressed their feeling of the need for a program such as will be ma 
possible by this legislation 

As the resu 
the bill H. R. 7868 and directed its chairman to introduce the bill 
and report it favorably to the full committee with the recommenda 


} } } } l } . 
lt of its bearings and studies, the subcommittee drafted 


tion oc ee it, in order to give interested parties an 
aon unity to ihe themselves on the sper fe provistous of the 
legislation drafted by the committe 


At the hearings on H. R. 7868 all the major farm organizations 
the Department of Agriculture, and other representative groups 
appeared or presented their statements favoring the objectives of 
the bill. Opposition was expressed 
Department of the Interior 

Following the hearings, the committee amended the bill ina manner 
which, it hopes, will meet the fears expressed by the Department of the 
Interior spokesman and make it quite clear that it is not the intention 
of the committee to interfere or conflict In any way with the proper 
exercise of the authority of the Department of the Interior in the field 
of reclamation and irrigation The committee directed the author of 
the bill, Mr. Poage, to introduce a clean bill embodving the changes 
made by the committee and that bill (HE. R.8245) was ordered reported 


favorably to the Bouse 


only by a Spokesman for the 


PURPOSE OF THE BILL 


The essential purpose ¢ f this bill is to close a rap which exists at the 
present time in our laws and programs relating to soil conservation 
and flood control It will do this by authorizing direct local-Federal 
cooperation on flood-prevention programs in small, upstream water- 
shed areas. Cooperation on the part of the Federal Government will 
be through the Department of Agriculture and on the part of local 
communities will be through any local organization authorized by 
State law to carry out a land-treatment, flood-prevention program. 
The principle involved is in many respects similar to the Federal- 
State public roads program, with the Federal Government providing 
standards of planning and construction, over-all coordination, and 
bearing part of the cost, and with a responsible local agency initiating 
the } 
for the actual work of construction, and for operation and maintenance. 

The existence of a significant gap or hiatus in our land-water-flood- 
control laws and programs has become increasingly apparent in the 
vears since the enactment of the Flood Control Act of 1936, establish- 
ing for the first time a purported Federal policy for fl od control 
This act undertook to nag pes and define the re sponsil ilities of the 


ro 


projects, bearing its fatr share of the cost, primarily responsible 
1 


Corps of Ene mmeers of the \rmy for downstream flood-econtrol ope ra- 
tions and of tl . Department of Agriculture for upstream flood-control 
measures Tl act did not substantially expand or implement the 


authority of the Department of Agriculture to carry out upstream 


) 
programs, but did require that the Department’s planning and surveys 
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and complicated procedure required of all flood-control programs 
before work could get under way. A survey had to be authorized by 
Congress, the survey work done by the Department, a report pre ee t 
and approved by the various States which might be involved aad | 

all the other Federal agencies concerned, a formal re port submitted t 
Congress and referred to the appropriate committee, action bs that 
committee, formal approval of the report in the form of an authori- 
zation by the whole Coagress, and finally appropriation of funds wader 
which working plans for the project were prepared and work actually 
started, 

Because of the requirement that upstream surveys and reports of 
the Department of Agriculture be coordinated with the dowastream 
flood-coutrol plans of the Army engineers, the re nalieee surveys aud 
reports of the Department frequeatly embraced entire river systems 
involving several States. This fact created its own complicatious 
und delavs. With large areas of the couatry mvolved ta such propose | 
programs, the submission 3 re ports and approval by Congress was 


frequently delaved ly diverg it Views over bie dams versus mall 
dams, single-purpose versus) multiple-purpose — projects, ede I" ul 
co itrol, State control, or the establishment of “valle, a ties’ 


aad similar problems created by the very scope aad magnitude of the 
undertaking being proposed 

The Missouri Valley report of the Department of Agriculture is a 
good example of the complications which this approach creates. 
That report (H. Doe. 373, S8ist Cong.) covers an area of 509,375 
square miles in 10 States It would involv e the estimated expenditure 
of $3,063,167,000 in Federal funds and $5,423,890 ,000 in State, local, 
and private funds, and take an estimated 30 years for completion 
Obviously, a proposal such as this cannot be passed on in detail by 
Congress. The only practicable way of getting such a program under 
way Is to approve the general principles and the proposals of the 
report and to confer on the Secretary of Agriculture blanket and highly 
discretionary authority to carry out the proposed program along the 
veneral lines set forth in his report. No sooner was the Missourt 
Valley report submitted to Congress than it, too, was subject to the 
differences of opmion regarding the various matters of controversy 
mentioned above and the inevitable delay in final approval that this 
entailed 

The position of the committee, which has been reached as a result 
of many hearings on this subject, is that while matters such as those 
referred to above are fundamental and important, they have little 
or nothing to do with actual flood-prevention work in the upper 
watershed areas, and that the accomplishment of this type of con- 
servation activity should not be delayed until it has been finally 
decided whether an area is to have a “valley authority,’ whether the 
dams are to be big or small, multiple or single purpose, or whether 
the States or the Federal Government are to have the controlling 
voice in the program. The work that is to be done in the upper 
watershed is substantially the same regardless of what decisions are 
reached on these other matters It seems senseles and wasteful 
to the committee to wait until final decisions have been reached on 
all these other questions before taking the steps that everyone agrees 
are sorely needed now to retain our soil fertility, to eliminate erosion 
and destruction of agricultural lands, to reduce silting and impairment 
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of streams, and to prevent insofar as s sure eal 
accumulation and rapid runoff of wate 
floo Is in the downstream areas 


RILI. ELIMIN 


The Department of Agriculture 
cooperate with individuals, and to 


conservation districts, in accomplishing the land 

and the small-watercourse stabilization measures which ai ! 
sential part of the upstream program. The Department does 
have the authorit, to cooperate with State agencies and local or 
authorized under State law in progr: 


flood prevention Phat is the gap whi h has existed n ir ta 
! 1 
ment flood-control programs and that is the gap this b rop 


to fill 

Under this bill the time-consuming, costly, frequently self-def 
procedure of extended Survey 
tion of huge programs will be eliminated as far as the actual un 
taking of small local projects is concerned. Under this bill, an 
eligible local ageney or organization can propose a working plan for 


land treatment and flood prevention in a watershed not exceeding 


VS reports nha ¢ MICressIoO! al COTS) er: 


‘ iin 
250,CO0 aeres in area this is considerably smaller than the averag 
county. Such a plan will be submitted directly to the Secretary of 
Agriculture If it meets the basic qualifications and requirements 


set up by the Secretary in conformity with this act, it will be approved 
by him and referred to the appropriate comn {tees of tl Senate ane 
House If hot disapproved ly those committees within. 61 
actual work can get under way as soon as funds are availablk 

Thus, while eliminating most of the obstacles and delavs whiel 


have beset programs ol this type, the bill ill provide even 
safeguards against ill-advised programs than exist under the pr 
procedure. The secretar Ol Lericult ll ob re ) ( 
determining that the proposed Plans are contorn vy with the vene 
principles of the over-all flood control and conservatio program ol 
the area The (Coneress will have an oppor ! yr toreview ti 
working plans for each separace si all proj Lt vie \ 
sv requiring a considerable amount of local conti L1O1 
projects and ah oh) degree ol local responsibil for the eff 
successful prosecuilon of the work he comm ee Dbelleves tt! 
tvpe of program will be carried out with a high « ree of econor 
and efficiency 

Under the terms of this bill, not only ag liural mteres i x 
Cilles, LOWS, TRUSTS railroads prLpve he Hbna cal ( CoTnNpatites 
Siate and county highway commissions, and other organizations con 
cerned with, or affected 1\ land and w: r problems in small wate 
sheds can pariicipate through thei loeal oreat Wions IN arrvil 
out plans of in provement tor flood prever mand related purpo 
In other words, 1] bill will enable the D partment ) \gy 
lo cooperate with all kinds of aller ed) eres DrOVLALNYG he 


the intuative in organizing and supporting responsible local organ 


tions for the purpose of carrving Out provistons Ol this le O} 
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MEETS DEMAND FOR ACTION 


Durie the past several vears it has become increasingly evident 
that throughout thre Nation local Croups are SeeKIhe sole effective 
means tor accomplishing flood-pre vention work on small watersheds 
The Lave recognized nore ana more heat ihe contro. of Tloods should 


begin where the rain falls on the land and should proceed progressively 


downstream through the small creeks into the larger rivers all the 
! 1 } 
wav to the ocean People living on the agricultural lands of the 
] ‘ iy t | 
Nation, along its small streams and in the thousands of smaller towns 


have cle velope df 2 MW idespread CONVILCTLON | a the Nauon Is neglecting 
its upstream watersheds while spending hundreds of millions of 
dollars annually Lo hold floods nh check after thes have been allowed 
to accumulate in the large river vallevs 

Members of this committee were profoundly impressed, during the 
series of hearings in the Midwestern States last year, W ith the mtense 
interest and desire of organized local groups to move ahead with wate! 
shed protection programs in some reasonable balance with programs 
of major improvements on the Nation’s rivers and waterways [n 
these well-attended hearings, representatives of local people were in- 
sistent on knowing whiy the Congress did not proy ide means by which 
they _thro igh their local organizations, co ld move ahead on the job of 
fiood prevention in their own small watersheds. They repeatedly 
raised questions as to why most of the Federal effort in flood contro! 
seemed to be directed toward major improvements on the large rivers 
of the Nation and why proy ision Was lacking for de veloping watershed 
Improvement Measures as the first step in sound flood prevention 
The committee was asked why it was, if as much as 75 percent of the 
Nation’s avi race annual flood losses occurs in small wate rsheds, that 


the Nation’s tlood-control program was directed almost exclusively 
toward reduction of the remaining 25 percent of the loss in ayo 


= I 

rivet! valleys 
After giving careful consideration to the t stumony of scores of local 
leaders throughout the Midwest, and of technical experts of the several 
Ke deral departments, the committee came to the coneiusion that add 


tional legislative authority is needed to provide an eflhicient and etfec- 


tive means for the Federal Gove rnment to assist State and local organ- 
izations in carrving out flood-prevention programs on smal! water 
sheds. H. R. 8243 will provide this authority to the Department of 
Agriculture This Departme nt is well equipped to provide the Kind 
ol help needed D\ local avenciles 

Infor lation s ipplied DN the Soul Conservation Service hows that 
that agency alone already tas requests pending for assistance I } 
small Waters eds nh +() States Al but 1s ot thes Watersheds Col 
prise areas of less than 250,000 acres, and these somewhat large: 


watersheds in) thre Wester » States could be broken mto smatiet inits 
for planning purposes if local interests wish to apply for assist: 
i 


nder the terms of this bill 


The widespread loc: | mterest MN Moving 2 bye aad \ th sith \\ tersh i 
uuprovement programs is shown by the organization, during the past 
5 vears. of nearly 200 watershed associations throughout the COUNTS 
in spite of the fact that there was then no effective way of putting 
their plans into action. These organizations, whose efforts are directed 
toward the objectives in this bil ire participating members in 
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national organization know! s the A n W ( 
which has hie nce irters m \\ ; } net 1} |) ( { 


ore@anizations have taken a star 

watershed development programs. The 

izations as the Farm Bureau. Natior GC 9 eee, 
Walton League, National Association of MM N RR 
sources Council of America epresenti '] 

tions), National Association of Soil ¢ rst ) ( 


Chambet of Commerce of the | hited st 
The potentials for both community at 1 That ii} ( i 


this bill are enormous One of the |. ’ t 1) f 20) 4 reac 


im agricultural production, which will be need by svc 1) 
25 vears, Can bre brought about through II ection « ~ 
valley lands throughout the Natior \lor than 5 ey oft 


total agricultural land of the Nation lies m= the lo Tisalt 
trib Itaryv \ tllevs This kina at land i! | main potent 


' | 
most proa Wwtive ind we have rhe ( | It) ( lo ¢ m1OT 1 
‘a | 
In addition to tnereasing agricultural productio 
shed Wprove@meys \ || heip to readdee adam On mao “is 
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prev Moh and control ob I S not a s { tit ( tor 1) 
’ , 4} \ 1 
collplem {it 0 math Stream Hoed-contro ; ioreovel 


this bill, other water-management objer of loeal s wl 
- i 


are Incidental to Tlood prevention Will oe 


Oul tiie federal concert with thy thie 
Lio (] sit il 7 prog y 
state tLiledL GULL ane ( ( 
Se DN I} 
cont = eral Doel ) ) a ; 
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result in extension of any single project bevond the limitation imposed 
in this section. Each individual project would be limited to a water 
shed of 250,000 acres or smaller, and each individual plan for such 
watershed would have to stand on its own feet and be 
OWh Merits 


‘5 | 
justined On Its 


Se » This section CXPresses, first of all, the mtention of the 
committee that the provisions of this bill shall be administered through 
existing agencies of the Departn ent of Agriculture, without the 


creation of any new bureau or agency for this purpose. While the 
bill mentions specifically the Soil Conservation Service, it recognizes 
that important aspects of the programs will be carried out through 
other agencies of the Department, notably the Forest Service, the 
Production and Marketing Administration, and the Extension Service 

Subsections 1 and 2 authorize the Department of Agriculture to 
provide technical assistance and conduct independent studies in con 
nection with the preparation of working plans for a flood-prevention 
projec They clearly imply that, as part of his studies, the Secretary 
will consider the relationship ol the proposed plan for the local are: 
with any approved plans for the general area. 

Subsection 3 includes a provision that payment for routine land 
treatment measures shall not be at a rate in excess of the rate of pay- 
ment for similar practices under national programs. Land treatment 
measures and soil conservation practices such as contour plowing, 
lige terracing, grassland farming, and reforestation will 
play an important part in the flood-prevention projects authorized 


by this bill. They are also important practices under the regular 
soil conservation programs of the Department of Agriculture. While 
the bill presupposes that they will be carried out in an intensified 


manner in areas where flood-prevention projects are undertaken, it 
specifically provides that farmers who carry out these practices in the 
project areas should not receive LEN higher rate of assistance than 
farmers in other areas for performing the same practices 

Where Federal lands are involved, the Secretary is authorized by 
subsection 4 to cooperate with the agencies having jurisdiction over 
those lands in carrying out flood-prevention programs 

Section 4.—This section delineates the local responsibility for the 
projects autl orized by this bill lt requires that local organizations 
shall furnish without cost to the Federal Government all easements 
and rights-of-way required, shall assume their proportionate share of 
the cost of the program, and shall agree to maintain and operate s eh 
structures and facilities as are installed under the program 


In subsection 2 the committee changed the wording trom “in 
conformity with the anticipated bene its’? to “in eontormi L\ with all 
ant ic ipated benefits.” The purpose of this change from the bill as 


originally introduced was to make entirely clear the intention of the 
committee that in determining the just proportion ol the cost to be 
borne by local interests and the Federal Government, respectively, 
the secretary is to take into consideration not only the direct benefits 
resulting from flood control and soil conservation, but also such in 
direct benefits as drainage, irrigation, recreation, and such other 
tangible benefits as may be calculated on a monetary basis 

Section 5.—Two significant changes in the language of the bill as 
introduced were made by the committee in this section In the first 
sentence, the committee inserted the words “flood prevention and soil 
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conservation” immediately before the word 
express clearly the committee’s intention that at 
under this bill shall be approved solely on the ba 


j - ae ” 
flood pre vention and soil conservation progran ‘he OU ] 
derstands and anticipates that thet n 
almost every Instance be other benefit ( } | | 
result from these programs It believes 
drawn wherever possible to take advantage o , : 
It believes however that the need for floor ) 
servation in the upper areas of our wate 
eritical that available funds should be du 
where projec ts can de istified clearly and so 
benefit for p Irposes ol soil conservation 

Che first Proviso n this section w added ( 
COM mittee Its purpost Is to stale Leary 
of this bill or of the committee to put the Department of Ag 
into the irrigation and reclamation busine ) 
In any way with the proper functions in that field of the D nt 


of the Interior 
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MR. AND MRs. JOSEPH W. FURSTENBERG 


JUNE 20, 1952 Committed to the Committee of the Whole H 


to be printe d 


Mr. Lane, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 2898] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2898) for the relief of Mr. and Mrs. Joseph W. Furstenberg, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The purpose of the proposed legislation is to pay Mr. and Mrs. 
Joseph W. Furstenberg $1,000 in full settlement of their claims against 
the United States arising out of the loss of a registered letter mailed 
by Mrs. Furstenberg at a United States naval post office in Argentia, 
Newfoundland, on June 28, 1949. 


STATEMENT OF FACTS 


An affidavit signed by Joseph W. Furstenberg gives in detail the 
history of this proposed legislation and the Postmaster General has 
no objection to the enactment of the bill 

Therefore, after careful consideration the committee is of the 
opinion that Mr. and Mrs. Furstenberg should be reimbursed for 
this loss. 

The affidavit of claimant and the letter of the Postmaster General 
are as follows: 

OFFICE OF THE POSTMASTER GENERAI 
Washington 25, D. C., July 11, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary 
House of Representatives 

Dear Mr. CuHatrMaAn: Reference is made to your request for report on 
H. R. 2898, a bill for the relief of Mr. and Mrs. Joseph W. Furstenberg 

The measure provides, in part, as follows 

“That the Secretary of the Treasury is hereby authorized and directed to pay, 
out of any money in the Treasury not otherwise appropriated, to Mr. and Mrs 


Joseph W. Furstenberg, Toms River, New Jersey, the sum of $1,000 The pay- 
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ment of such sum shall be in full settlement of all claims of the said Mr. ane 
Mrs. Furstenberg against the United States arising out of the loss of a registered 
letter mailed by the said Mrs. Furstenberg at a United States naval post office in 
Argentia, Newfoundland, on June 28,1949. The said Mrs. Furstenberg mailed 
such letter, which contained $2,000 in cash, in reliance on the assertion of a postal 
emplovee ins ich office that registered mail was the safest wav to send suel 
mone. Although the declared value of such letter was $2,000, and although the 
said Mrs. Furstenberg paid a registration surcharge which was based on such 
declared value, the said Mr. and Mrs. Furstenberg have heretofore been reim- 
bursed only $1,000, which is the maximum amount pavable under existing law for 
the loss of ANY one piece of regist T d mail . * =” 

The reeords of this Department disclose that during August 1949, Mrs, Joseph 
W. Furstenberg, filed a claim for indemnity to cover the loss of registered article 
No. 2646, mailed by her, on June 28, 1949, at a naval post office in Argentia, 
Newfoundland, to Mr. and Mrs. J. W. Furstenberg, Paris, Ark 

Investigation disclosed that the registered article, at the time of mailing, 
contained $2,000 in currency; that the sender had paid the maximum registry fee 
of $1.50 and required surcharge; and that the registered article had been lost 
while in the custody of the postal service. Accordingly, postal indemnity was 
paid in the amount of $1,000, which is the limit fixed by law for the loss of any 
one registered article. ; 

The pertinent papers in this case have been transmitted to the General Aecount- 
ing Office with the document allowing the claim for $1,000. However, from 
information available, it appears that Mrs. Furstenberg, at the time of mailing, 
expressed a desire to purchase a money order for the full 82.000 she desired to 
transmit to the United States. She was informed that she could not send that 
amount by money order unless she purchased 20 money orders for $100 each 
The accepting employee recommended to Mrs. Furstenberg that she send the 
money by registered mail. The employee could have suggested that the sum of 
$1,000 be placed in each of two envelopes and sent as registered mail. Upon 
the payment of a registration fee of $1.50 and the required postage on each article 
full indemnification would have been provided for each article in the event of loss. 

The Department entered into a contract with the mailer whereby it agreed to 
deliver the registered article intact or be responsible for indemnity up to $1,000. 
The mailer was not obligated to avail herself of the Department’s limited accept- 
ance of responsibility. 

The Government discharged its legal obligation when the claim for indemnity 
was allowed and the sum of $1,000 was paid to the claimant. In similar cases in 
the past this Department has refrained from recommending that favorable con- 
sideration be given measures similar to H. R. 2898. It is believed that to do 
otherwise would place the Department in the light of specially favoring certain 
individuals or firms. However, because of the circumstances in this ease, if 
it be the sense of Congress that this measure is meritorious, this Department will 
interpose no objection to its enactment. 

The Bureau of the Budget has advised that there is no objection to the presen- 
tation of this report to your committee. 

Sincerely yours, 
J. M. Donatpson, 
Postmaster General. 


{[Stamped: New York, N. Y., 28 Jun 1949. 10957 BR.] 
RECEIPT FOR REGISTERED ARTICLE No, 2646 


150 fee paid. A. M. class postage paid. 28 Jun8, 1949. 
(Date) 
Declared value, $2,000.00. Surcharge paid, $.10. 
From Mrs. Joe W. Fursrensperc, ¢/o Gen. Dert., USN—Navy #103 e/o 
(Sender) (Street and number Post otlice and 
EPO; N.Y. 


State 


Addressed to Mr. or Mrs. Jor. W. FursTENBERG, EM2, Rovure #3, Paris, 


Addressee (Street and number 


ARK. 


Special delivery fee 
Postmaster, per 
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Re Joseph W. and Mary J. Furstenber; 
STATE OF NEW JERSEY, 
County of Ocean, ss 

Joseph \ Furstenberg and Marv J. Fu 9 | . 
tivelv, residing at 412 Hooper Avenue, Ton r. ( ty of O <7 
New Jersey bei Uv d lv sworl! depos and i 

That on June 28. 1949. Mrs. Furstenber rolls 
Argentie, Newfoundland, which was a post office pr fed for 
She requested a money or 
to herself and her husband at Paris, Ar} | destina 
int 





ended to spend a 30-day leave with ther i! 
That the postal clerk thereupon advised Mr 






send a money order for that amount unless ( 201 ( rder S100 ea 
The postal clerk went on to say “‘the safest wa 
mail and if I had that money, | would send it at 

" the name of this postal clerk Was 4 





Furstenberg does not remember 


That deponent Mary Furstenberg, ther¢ 


exchange and advised her husband of the informa ( 
He thereupon advised her to go ahead and mail it a 
That the money was placed in a double envelope and registered at the to 


a receipt of which is attached below 
t . 





It is submitted that the deelared value is $2,000, and that the reharge f 10 
cents Was added for the excess of 51,000 
That if the postal regulations limited the sending of cash through the ma 
then certainly the fault lay with that ageney er! v t 
remittance of 82.000 in one envelope instead of 82,000 in two enve 
That this affidavit therefore, is made on behalf of deponents { 
substantiating their clai e | ed States Ge t r t 
$1,000, a like sum having vy been receive al ill orig i 
J W. Fur BEI 
1 J. FURSTENB 
Sworn and subseribed to before me this 22d da f November 1950 


[SEAL] GENEVI \. ScHRAMI 


My commission expires May 3, 1955 








; 
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The committee is of the Opinion that claimant has such 1 ht to 
have his claim considered, and recommends consideration of the 
proposal 
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On July 21, 1947, the Bureau of Employees’ Compensation of this Agency 
received a compensation form (Form CA-1), dated July 16, 1947, executed by 
James O. Farlow reporting an injury alleged to have occurred in the performance 
of his duties on March 2, 1945, while employed as a junior packer at warehouse 
No. 5, Eight Hundred and Twenty-ninth AAF Specialized Depot, Gadsden, Ala. 
On September 18, 1947, the Bureau advised Mr. Farlow that he was not entitled 
to benefits under the Employees’ Compensation Act because of failure to comply 
with the time limitation provisions in sections 15 to 17 of the act rela 
giving of written notice of injury not later than 1 year after injury. 








ive to the 


More recently, the Bureau wrote to Mr. Farlow that the Director, upon his 
own motion acting under section 37 of the Employees’ Compensation Act, was 
reopening the case for review and further development to determine whether the 
effect of such noncompliance with the statutory time limits could be waived 
under section 20 of the act. That seetion provides that failure timely, O ive 
notice of injurv or to file elaim for compensation shall not bar a claim, if claim 


has been filed within 5 vears from the date of injury and it is found (1) that sueh 


venefits, or 2 


failure was due to circumstances beyond the control of the person claiming 
| that such person has shown sufficient cause or reason in explanation 
T 


hereof, and material prejudice to the interest of the United States has not resulted 


from such failure. Mr. Farlow was requested to submit his reasons for failing 
timely to file his claim and to give notice of injury, and to furnish a statement 
covering the circumstances surrounding the injury Unfortunately, the Bureau’s 


letter was returned with the notation that the addressee was unknown at the 
address given in his last communication (Wehadkee, Ala., Route 1] 

We recommend against enactment of this bill because it would waive the bar 
of the statutory time limitations in Mr. Farlow’s case without regard to whether 
or not he is entitled to such waiver under the terms of the Emplovees’ Compensa- 
tion Act. The bill would thus discriminate in Mr. Farlow’s favor, according 
him a special legislative remedy not accorded by the Compensation Act, and 
hence not available to others in similar circumstances whose rights are determined 
administratively under that Act. If Mr. Farlow can show reasons for his failure 
to comply with the statutory limitations which warrant the waiver of those 
limitations, he should avail himself of the opportunity to do so now being extended 
him by the Bureau pursuant to the Compensation Act 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 


Sincerely yours, 


Joun W. THurston, 
Act ng Administrator 
STATE OF ALABAMA, 
Etowal County, ss: 

Personally appeared before me, a notary public in and for said county end 
State, James Oliver Farlow, who after being duly sworn deposes and sa 

That he was employed at the Eight Hundred and Twenty-ninth AAF Specialized 
Depot, Gadsden, Ala., as a junior packer, on March 2, 1945, and had been em- 
ployed for some 2 or 3 months prior to said date, and that on said date a box was 
dropped on his right foot and that he was treated at the depot until discharged 
on April 4, 1945 

He further deposes and says that he continued to have trouble with his foot 
until February 1946, when he moved from Gadsden, Ala., to LaGrange, Ga 
where he resided at 12 Sirenne Avenue; and that in February, 1946, he entered the 
City and County Hospital, in LaGrange, Ga., and was in the hospital for a total 
period of 30 days, and that his leg was amputated at the knee joint, by Dr 
Freeman, due to gangrene setting in from the injury received while working at his 
said job. That he was not able to file claims as required by law for compensation 
due to his physical condition and also due to the lack of knowledge as to the proper 
manner in which to proceed. That when he did become able to see about getting 








} 


compensation it was too late to file his claim 

He further deposes and says that he is unable to work due to this injury and 
that he will become dependent for his livelihood upon the welfare agencies of the 
State and Government 


JAMES OLIVER (his X mark) FaARLOW 
Witness: 
JOYCE MANN, 


Sworn to and subscribed before me this 14th day of January 1950 


[SEAL] Ropert L. Kina, 


O 


Notary Public. 
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Private Law 258 of the Kighty-second Congress. Mrs. Turkett states 
that her ankle is still weak and that she has trouble with it. 

Therefore, it is the opinion of the committee that she is entitled to 
$1,000 and the bill is amended accordingly, 


Post OrricE DEPARTMENT, 
OFFICE OF THE PosTMASTER GENERAL, 
Washington, D. ¢ . Vovembe 1951 
Hon, EMANUEL CELLER, 
Chair man, Commattee on the Judicia i‘. 
House of Representatives 
DeaR CONGRESSMAN CELLER: This will acknowledge your letter of October 2 
requesting a report on H. R. 5519, a bill for the relief of Mrs. Agnes Turkett. 
All files of the Department relating to this accident have been destroyed by 
authority of an act of Congress. However, the records of the Department show 
that Mrs. Turkett presented an administrative claim w | 


hich was disallowed by 
the Departme nt in March 1945, because the evidence did not establish the re 
sponsibility of the Government. 

Since the receipt of your letter the Department has been able to secure a copy 
of the report of the post-office inspector who investigated the accident and that copy 
istransmitted herewith. From that report it appears that Mrs. Turkett fell in the 
lobby of the Federal Building at Albany, N. Y., and alleged that her fall was 
caused by a wet floor. However, the official Weather Bureau reports show that 
on the day in question there was only 0.24 inehes of moisture over a 24-hour 
period he fall of moisture was so slight that it was officially described as 

traces of moisture.’”’ The reecrds further disclose that the greater portion of 
the moisture which fell on that day was after 5 p. m., and the heaviest precipita- 


- a | 


tion Was at 7 p.m. Since this accident oceurred at 12:30 p.m. the conclusion that 
the floor could not have been wet because of weather conditions outside seems 
fully warranted, The investigation also disclosed that proper precautions were 
taken by the postmaster on rainy days by the placement of rubber runners in the 
outer vestibule and frequent mopping of the lobby floor However, there is no 
evidence that these precautions were necessary On the day this accident occurred. 
Hundreds of patrons entered and left the post office that day, and no report was 
made cf any other accident. The conclusien was accordingly reached that Mrs. 
Purkett’s fall was due to her own negligence, and the inspector recommended 
the disallowance of her claim, 

It is apparent from the reeord of the official acti taken on her claim that the 
Department concurred in the inspector’s recommendatio1 

‘he Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this report to your committee. 

Sincerely vours 


{cting Postmaster Gene 


3 
. 


STATE OF New Yor 
Co inty of Alhan 4. 88 

Agnes Turkett, being duly sworn, deposes and says: 

First. That she resides at 192 Lancaster Street in the city of Albany, county of 
Albany, and State of New York. 

Second, That she was born on the 14th day of January 1901. 

Third. T she is of sound mind now and ever since h 

Fourth. That she makes this affidavit for the purpose of establishing facts to 
support her claim for compensation for injuries received as a result of a fall in a 
United Sts 

Fift! 
injuries 

Sixth. That on or about the hour of 12 o’clock noon on November 27, 1944, 
she was present in the area reserved for the public in the United States post- 
office building located in the said city of Albany, county of Albany, and State of 
New York. 


Seventh. That the reason for her presence was to mail a package, 


s beer 





tes post office 








That she was completely free of any fault or negligence in sustaining said 











Kighth. That she left the general cd 
he exist of said post-office b ! 

Ninth. That 10 feet more or less from said « felt her 
underneath her 





Tenth. That she fell with her ankles pinned beneath he 
Kleventh. That she suffered severe pain 1 er body and in par i 
ankles instantly following the said fa 
Twelfth. That while in a fallen posit aware 
floor beneath her and where she fell 
Thirteenth. That when assisted to a chair she perc { it 
clothing which had touched the floor was covert { ‘ 
Fourteenth. That the soapy condition of the floor i rea 
from a walking attitude unless one’s attention were drawn to the 
Fifteenth. That she was taken to the Albany H i 
Albany 
Sixteenth. That a report of injury has | 
' ‘ 
\ i 
f 
Sworn to before it 9th dav of Mar » 
| ~ ) 
\ ; \ \ 
\Iv commission expires March 30, 19 
STATE OF NEW YORK, 
County of Scher | 
Walter J. Eagens, being duly sworn, deposes a 
1. That he resides at 941 Strong Street, S 
2 That he was born on the 18th dav of Octol SN) 
3 Phat he =< of sol adit nd ( i ( 
t. ‘That he makes this affidavit for i 
5 That on or abou t tre yur | D7 
saw Mr ‘ Purket e cla ‘ f - 
Post Office buildir n the area des 
being located in the of Alba 
6. That the floor of ‘ iid P () | 
appeare ito be ecovered t SOD 
7. That he helped e cla i i 
appeared unable oO a her 1 ) i 1 
wore-rnit tl ( | 
\\ 
SWor »>HeLlor 25 i I I e 
1 a 
( 
71298-M 
Date of accident Nove ber 27, 1044 
Matthew A. Larkin, M. D., Albany H 
Emergence room ‘ tH) 


Total () »{} 


Chief Post Offic Inspector, Washingt 1), ( 








MRS. AGNES TURKETT 
ALBANY HOospIitTa., 


September 14, 1951. 


4 | lbany, N. y.. 





To Whom It May Concer? 
This is to certify that Mrs. Agnes Turkett, of 50 Lancaster Street, Albany, N. Y., 
was seen in the emergency room of Albany Hospital on November 27, 1944., 
after having fallen in the post office and having injured her left ankle. X-ray 
1944, showed a small, chip fracture of the distal end of the left 


on November 27, 


fibula 
Ruru Koster, 
Medica Record Lil 


rarian, 


P. S.—Dear Mr. Byrne: I am a widow lady. I have no money or no one 
to help me in this case but you; will you please help me. I think all the American 
ing sent to Europe. I have and still am suffering 


mone 


O 
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AVC P . COOPER TIRE & RUB 


Mer RoODINO, from the Committee on tl Jucdiciar ibmitted tI 


follow he 


REPOR' 


Toa company H. R oY 
The Committee on the Judiciary, to whom was referre he res 
tion (H. Res. 699) for the rehef of the Cooper Tire & Rubber ( 
having considered the same, report favorably thereon without al vcd 
ment and recommend that the resolution do pass 
This resolution is merely to refer H. R. S255, a bil 1" 


the Cooper Tire X Rubber Co to the United States ¢ irt of Clam 
for the findings of fact and report its conclusion to the Congress 
Your committee is of the opinion that it is a case that should 
referred to the court and, therefore, recommend favora consider: 
tion to the resolution, 





[3 enacted by the Senate and H 
4 meric n Conare issemble That the S t 
authorized and directed to pay, out of a ! the J is 
appropriated, to the Cooper Tire and Rubber ( 1s Findlay, Ob 
of $1.811,333.38, ink ft) satistaction of i al i 
United States arising out of losss Install 
listed contracts with thre Depart! ( Tt i \ } 
for militarv vehicle D A-—23-018-OR D-—4127 HOSE 7214 RS27 400. a 
10378 and DA—23-089-ORD-6488 FS: P hat a a 
appropriated in this Act in excess of 10 per centum thereof shall be pa 
to or received bv anv agent or attorne ha 
nection with this claim, and the sar na t i ‘ 
contrary notwithstanding \r rye i \ 
be deemed guilty of a misdemeanor at 


anv stim not exceeding SLOOO 











COOPER TIRE & RUBBER CO. 


BEFORE THE ORDNANCE Contract ApsusTMENT BoarpD, DEPARTMENT OF THE 
ARMY 


The Cooper Tire & Rubber Co., Findlay, Ohio, claimant, in re subject: Appeal for 
price adjustment on fixed-price contracts 


MEMORANDUM BRIEF 


Immediately prior Lo June 24. 1950, the ( ‘ooper Tire X& Rubber Co. of Findlay 
Ohio, hereafter referred to as ‘‘the claimant,’’ was awarded contracts bv the 
Ordnance Division at Cleveland, Ohio, for tires and tubes, in the total sum of 
$6,584,007.10 (ineluding excise taxes). These contracts were awarded to the 
claimant after invitations had been extended for bids. The bidding was highly 
competitive and 11 manufacturers were awarded contracts. Of all the contracts 
awarded, the claimant received 29.3 percent in money value, of the awards 
The claimant was the lowest bidder on all the bids submitted by a substantial 
amount: in fact the claimant’s cost at the time of the bids, including excise taxes, 
eft him a gross 2.61 percent which included all shipping and administrative eosts 


CONTRACTS 


The dates of the opening of the bids, the invitation-bid numbers, and the 
amounts of the awards are as follows: 





Date Bid Ne Amount 

1950 DA 20-018—ORD 50-1408 $220. 840. 00 

LOS DA 20-018—ORD 50-1883 349. 869. 50 

10% DA 2UOIS—ORD 50-2168 45, 440. 00 

195 DA 20-018—ORD 50-2528 } BRR SOT. OO 

DA 2-018—ORD 50-2535 265. 400. 60 

June 24, 1950 DA 20-018-—-OR D 50-2811 2, 41 10.00 

KOREAN WAR 
The Korean war broke out June 25, 1950. Immediately following hostilities 


prices for materials began to rise and wages also were substantially inereas*d 


SOURCE OF MATERIAI 


The tires and tubes whieh the calimant agreed to manufaeture and deliver 
the Ordnance Department, were made, principally, of synthetic and natura 
ibber. Material costs made up 70 percent of the total cost of the finished tub 
and tire Before aud after June 25, 1950, the only suppliers of svnthetie and 


} 
i 





natural rubber to manufacturers of tires was the United States Government 
Upon the 7th day of December 1950, the United States Government increased 
The price of synthetic rubber 33 percent. The price of natural rubber increased 

greater proportion, the price in mid-June being 28.50 cents per pound and 85 
eents during December 1950. 


PROBLEM 


It is apparent from the foregoing facts that the ciaimant faced a terrible eco 
nonric problem because, under its obligation to the Government it was being com 
pelled to manufacture and deliver over $6,000,000 worth of tires and tubes at a 
definite loss, the loss nat one occasioned by any act of its own, but the aets of 
the Government of the United States. 

\s the computations related above disclosed, the claimant had taken the con 
tracts on a very low margin, and these were taken upon a pre-Korean cost basis 
The company was literally on the horns of a dilemma It could not cancel its 
contracts without facing suits for damages, and it could not continue to perform 
under the contracts without suffering great financial loss, which might eventually 


lead it to bankruptey The greater loss, of course, would be in cancellation by 
the resultant damage suits. Therefore, the claimant decided to perform under the 
contracts, notwithstanding the fact that through the acts of the Government, he 
vould suffer a substantial loss. To alleviate that loss it took certain steps as 


follows 
1) The claimant advised orally the contracting officers in Cleveland, Ohi 
and Detroit, Mich., that it must have relief by an amendment to the contract, 


f ‘ 


the price to rm to increased costs 
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2) On March 26, 1951, the claimant filed with the Cleveland Ordnance D 
trict a written claim, and upon April 25, 1951, furnished the Ordnance Depart 
ment, exhibits in writing in support of said claim, the total effect of which was 


indicate a loss without profit of $1,077,720 





FE 
t 
f 
% 








This claim was given careful considera I he Ordnance offic ( and 
and Detroit It is the understanding of clair hat af t 
had been made of the claim, that the Cleveland Ordnance Div f i 
oss without profit of the claimant, under these « racts, al 1,07 
107.25. You will note, therefore, that there was o1 a fraction of difference 
the amount claimed by the claimant, and that found by the Cleveland Ordnanes 
District This claim was then forw: ito the Detroit Ord Distric i 





approved. 

\ll of this took place on or after Ju 
that all of the files in the case were f ‘ 
to the Legal Department of the Chief of Ordnance, Washingt: Dt where 
said claim is now under consideration, hence this hearing before the Ordnar 
(Contract Adjustment Board 





OTHER PERTINEN1 














manufacture of tires, tube wid other specia f ‘ pment The 
actory and general offices are located | ) ‘ 24,000 popula 
tion It is the largest local industry and the emy ment averages around 1,000 
persons. Should the Cooper Tire & Rubber Co. suspend it perations it would 
be a bodv blow to the citv of Findlav, Ohio n this connectio t is important 
the necessity of keeping in operatio ependent tire ompant in 
| here be competitior in the industri In the early twenties there were 
approximately 300 tire manufacturers but due to the higl npetitive ndi 
ons existing in that particular industr there are at the present time 5 lar 
companies as against 12 small companie Like the 99 bott inging on the 
wall, if this tire company should fall there w bye sma mnpal tead 
of 12 
ESSENTIALI1 
During World War II all tire manufacturers were considered a y ial 
this conflict Cooper's activities included the following 
1. Converted all tire-making facilities to the sizes and type required f 
military services, or for civilian needs essential to the military effort 
2. Contracted for, developed, and manufactured numerous special items of 
nilitary equipment including the following: Life rafts; life belts: p n Float 
pneumatic—IS ton; boats, rubber: barges i ingle blad g 
bags; delousing bags; molded and extruc part 
3. At the request of the War Producti 1, « irged plant and i 
facturing facilities so as to take care of increased military requirements for tires 
and other rubber products 
This included four separate factory additions, plus the installatic f additional 


equipment sufficient to treble the output of the plan 

1. Contracted to make additional items of military equipment through sub- 
contractors operating under Cooper's directio1 

The above is an indication of the essentialitv—from a military standpoint f 
mnanufacturing concerns such as Cooper Tire & Rubber Co 


PLANT EXPANSION WORLD WAR II 


During World War II, as one of the industries essential to military prod 





Cooper Tire & Rubber Co. constructed faetorv additions and installed addit al 
equipment—largely under certificates of necessity endorsed by 1 tarv agencies 
as follows 

New buildings S443. 353 
Machinery and equipment 198, 108 


Molds, ete 44 102 


Total 034, 563 
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Part of the above was financed by Defense Plants Corporation and was later 
purchased from same by Cooper 

The above is submitted to indicate the essential nature of the 
military standpoint 


‘omMmpany, from a 


Present position, Cooper Tire & Rubber Co., as a military supplie 


Sales, Federal Gover it $3, 356, At $2. 82 
Sales, total $12, Stit su WW 
S s; percent, Federal G iment ] ’ 


Sales to the Federal Government were for military service except a very smal 
portion. 

Prior to the Korean conflict Cooper was one of the principal suppliers of tires 
for the Ordnance LD partment 

Other than certain special types or sizes the small tire companies were suppls 
almost the entire requirements of the Ordnance Department 

This was due to the fact that Cooper was able to consistently bid prices lower 
than the larger competitors. 

This was made possible by the use of the new equipment and modernized plat 
resulting from the aforementioned expansion progran 


FINANCIAL CONDITION 


We have previously mentioned the high mortality rate among small tire manu 
facturing concerns due to severe competitive conditions 

Cooper’s position financially was weakened due to the necessity to expand the 
manufacturing facilities during World War I]. This resulted in a very unbal 
anced financial condition because after these facilities were paid for the workn 
capital remaining was ¢ ntirely inadequate. 

Due to certain adverse conditions, such as price wars, and so forth, Cooper 
suffered heavy losses in 1948 and 1949 

\s a result trade creditors were disinclined to extend usual credit lines and the 


banks were unwilling to supply funds to the extent required under the circum 


At the beginning of 1950 losses had reduced the working capital to S688,302.26 
Losses continued through the first quarter of 1950 and the working capital shran| 
» $673,518.71 

Thereafter the trend was reversed so that from month to month some profit 
vere accrued to he Ip restore the working capital. 

However, at the end of 1950 the working capital was $1,071,685 whi while 
an improvement, is still far below the amount required for our operatio 

lo evaluate t 


ontracts with t 


he hardship caused by the losses sustained by the fixed-price 
he Ordnance Division, the amount involved is in excess of thie 
total working capital as of January 1, 1951 

It is a fact that Cooper could not have financed the completion of said Ord 
nance contracts except that very fortunately by pledging said contracts a 
security and assigning payments on same Cooper was able to borrow $1,000,000 
from the Peoples National Bank & Trust Co., of Pittsburgh, so as to have fund 
to offset the losses on said contracts and to continue deliveries on same 

Failure to recover the losses sustained on these fixed-price contracts will most 
certainly result in permanent and irreparable damage to Cooper to such a 


extent that future operations will be endangered 
USEFULNESS TO ARMY ORDNANC! 


It is a well recognized fact that Cooper and certain other companies have reg 
larly supplied Army Ordnance tires and tubes at prices much lower than obtair 
able from the larger—Big Four—companies 

Based upon the best information available to Cooper, the following data is sub 
mitted to show the huge savings accruing through purchases from these sma 
companies 
Period covered, November 14, 1949, to June 25, 1950 


‘ 


Total awards this period S29, 924, 035. 60 
Total low bids, Big 4 34, 652, 921. 70 
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(6) It is estimated that the claimant will be obligated to the Government for 
tax in the vear of 1951 in the sum of $ , and unless relief is granted under 
the pre-Korean contracts, the claimant may be unable to meet and pay said taxes 


OTHER BIDDERS 


It has been stated by the legal department of the Department of the Army 
Ordnance Division that other bidders who held pre-Korean contracts have not 
filed claims and, therefore, to grant the admitted loss claimed by Cooper’s would 
be setting a bad precedent. Your attention is invited to the fact that in all of 
the contracts enumerated herein and which were awarded to the various tire 
companies prior to June 24, 1950, that the Cooper Co., being the lowest bidder, 
was awarded approximately 30 percent of all of said awards. After that came 
Mohawk with approximately 17 percent and the Lee Tire Co. with approximately 
17 percent. These companies with good substantial financial resources, wert 
more able, of course, to execute losing contracts which were awarded them in 
smaller amounts than were awarded the claimant. However, there is no justi 
fication on the part of the Government to deny one citizen relief when the loss 
was occasioned by the Government itself, to say that others similarly affected 
might seek relief. It is the position of the claimant that a great Government such 
as ours should take the initiative in correcting its own errors, and constantly 
revise all of these particular contracts 


PHE ISSUE 


The issue in this claim boils down to this: 

The claimant is entitled, under Executive Order No. 10210 to have its pre 
Korean contracts more specifically set out herein amended so that the prices 
under the contract can be adjusted upward to offset the actual out of pocket loss 
without profit which the claimant has suffered by reason of its performance of 
said contracts. 

LAW AND ARGUMENT 


The Presidential Order No. 10210 issued under title [1 of the First War Power- 
Act of 1941, as amended by the act of January 12, 1951, provides that the Depart 
ment of the Army Orduance Department, among other departments, may amend 
or modify contracts heretofore made without regard to the provisions of the law 
relating to the making, performance, amendment or modification of contracts 
whenever such action would facilitate prosecution of the war. The order which was 
promulgated by the President upon February 2, 1951, based his action upon the 
theory that the amendments or modifications would ‘facilitate the national de 


fense.’” Therefore, the test is not whether the party receiving the relief so 
authorized is essential in the defense effort, but whether such action will facilitat: 
the defense effort It goes without argument that tires and tubes for planes 
jeeps, trucks, automobiles ete. certainly facilitate the defense effort Wher 


would a military plane be if it were not for the rubber tired landing gear? What 
progress could be made in hauling ammunition to the front if it had to be hauled 
in old-fashioned wagons and carts? Where would the officers be if they had to 
travel on foot or by oxeart? 

Rubber tires and tubes not only facilitate the defense effort but are essential to 
the defense effort 

In a letter written bv the Department of the Army, Office of Chief of Ordnane 
upon September 28, 1951, to Hon. John Sparkman, chairman of the Seleet Com 
mittee on Small Business, United States Senate, which was in reference to the 
status of the claim filed by the Cooper Tire & Rubber Co., it was indieated that 
relief might not be given for the following reason 

1) That in the opinion of Ordnance, the claimant was in a fair financial 
condition and, therefore, bankruptey was not imminent 

2) That while Army Ordnance recognized the equities involved in the claim 
1e to the increased svnthetie rubber prices effected by Reconstruction Finance 
Corporation, Rubber Reserve Division, that it did not want to set a precede: 


} 
a 


by giving a favorable recommendation, sinee it might start an epidemic of claim- 
[t is stated in this particular, that approximately 19 other small business com 
petitors of Cooper bid on the particular program and several received award 
and as yet no claims have been filed by these companies with the exception of a 
small claim in the amount of approximately $10,000 

That Army Ordnance could not pass upon this claim until financial factor 


which had not been developed completely, in reference to the relationship with 
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other tire producers and as to the essentiality of Cooper in t} 
Ordnance, were fully developed 

As to the first reason for contemplated rejection of the clain ‘ 
the Chief of Ordnance is directed to the facts which are fully set f 
brief as to the financial condition of the claimant It is the 
claimant that it has existed, financially, on a hand-to-mouth ba e Dr 
1950. It is the contention of the claimant that Congress never intended tha 
contractor should either be bankrupt or in im ent danger of bankru 
relief by amendment could be granted Think | Ww absurd tl \ 1 
allv carried out. If a strong, able-bodied swimmer were standing 
a lake watching another person swimming, then heard the swimmer cr 
‘Help me, I am drowning,’ would the observer t until the distre 


had gone down for the third time before he swam out to brit n wha 
would be a dead bodv, or would he immediately, t at 

distress and rescue the distressed swimmet Certainiv, Congress d 
that the powerful United States Government ould wait until the aa 


vone under financially for the third time, be y 
it is our contention that the claimant is entirely relieved becau~ 


hardship this contract entailed upon him and that claimant would 
wait until bankruptcy was imminent before he cé 1 be given re 

As to the second point raised in the letter which, i ibstance, is that the A 
Ordnance did not wish to set a prece lent that might start an « pidemi I i 
we will say that the fact that not over 3 or 4 claim ad en filed } 2 


t i il i 
1950, indicates there will be no epidemic of claims filed As a matter of fa 


claim that could be filed under this tvpe of case would, in its very nat 
restricted, for the reason that contractors manufacturing articles made « 
materials under the sole control of the Government, are very few Assu £ 
for the sake of argument that there would be a large number of claims filed 


the result of increased costs of labor and material following the Korean war 


as a citizen and taxpayer, as well as claimant, we would say that the Govern 
should take the initiative in doing equity, rather than place the burden of 
pelling equity upon the citizen; in other words, if the Government has d 

of its citizens wrong, it should right that mut | 


of righting it upon the citizen 
As to the third point raised in the letter, that Army Ordnance cannot pass 

this claim until financial factors, which have not been deve 

reference to the relationship with other tire producers and as to the essentia 

of the Cooper Tire & Rubber Co. in the tire program of Ordnance, were f 

developed, we will say, first, that the Cooper T 


an independent organization in the tire program, as is evidenced by the fact that 


oe 
“I 





in World War II and ever since, it has been able to underbid the Big Four 
companies. This is only because of efficient management and the fact that 
plant is located in a small town where a high degree of producti 
through satisfied labor It is interesting to note in this connection, that ther 
has never been a strike in the Cooper plant 

As to the relationship of this claimant with other tire producers, it is ou 
tention that each claim should stand upon its own merits Cur ve kre 


meritorious Claim 
INTENTION OF CONGRI 


Prior to the adoption of the amendment of the First War Powers A f 104 
Congress ordered hearings on the bill before tt Committee on Exy 
the Executive Department, United States Senate These hearings commer 
upon Wednesday December 20. 1950 Along with the bill was a letter fror 
White House to the Vice President dated December 18, 1950 ly Is 


which recommended the enactmet of the amendment. the President said 








It is dy Lppare ul he agen e | let 1 
will need authority to modify exis ontra rder to avoid u 
in production, and to keep suppliers in bus Clove 

kor example, some Governme fa Dp i 
because fixed prices in their Government contra ire entire nad in 
hee Tisil CO In « ria Cases | ul 
Kecp those firm nh produ Ql Cu i 
pecia ly ha irdous Wor for the n iT i iia i 
promptly for damage to facilities and equipmi rder al 
ment may be undertaken without delay 

In these and many other instances contra aayu I are 
defense procurement. Therefore, I urge that Il | wa 


available so long as the emerge vy lasts 
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In advocacy of the legislation Hon. Archibald S. Alexander, Under Secretary 





f the Army, testified it was his thought, as expressed by him, that relief under the 
proposed legislation should be extended onlv to contractors who vould go out 
if business and cease to be a supplier for the defense effort in case we did not 
Let But at that poi Senator Benton expressed the intent of Congress by 
avi 
On extrer irds! I could imagine extreme hardship short of going out of 
{ | eems tO me vou could have some kind of vardstick of that kind 
Ava ‘ f Congress was expressed by the chairman Hor Jo} | 
ieClella e stated: “and now the referring to the contractor find 
ut ‘ f production, raw materials, labor and or other factors, has increased 
wher ev cannot pertorim wi O sil i! i 0 Yo ive rhe 
( 0 int retier a ito re Int I mitract ,a p¢ Ltoie ! ’ 


When t mmittee reported on the amendment being an ext f title 1 
the First War Powers Act of 1941, it stated, among other things 


‘Represe) it es of the Department of Defens« stated that there were at prese { 











t 
15 distress contracts in the Army alone under wl contractors were fa y pos 
bankrupteyv because of fixed prices in such contracts, now entirely radequate 
eT ncreas sts Unless the Congress take mame dia aActiol man of 
sources O pplyv will be denied the Government and, in certai ist CO 
ra I a . i 
i \ ri ! 
wmovernn ( rac 
ses, | to afford re 
In completing i 
ended at relief si 
i! rup l ca re 
SMALL BUSINESS 
At the time t - tract was executed, the vardstick for measuring the defini 
of a small business was one that employed 500 or less emplovees Chrough 
perience s Was found to be an inadequate and unfair definitior \fter much 
ight and study the Department of C nmerce has rece lv defined til busi 
ess as it sp hea refers to rubber-tire manutacturi companies, &@s Companies 
PLO 2 SOO hnplovees, or less Since the Cooper Tire & Rubber ¢ Line 
almant, employes 1.000 men and women, it comes clearly within the definition of 
ull business. Therefore, it comes within the purview of the intention of Con- 
gress When it Was stated in the committee report that, in addition to extreme hard 
peca ut the ndment was 0 afford relief to s isiness firms who 
be otherwise prevented fron npleting deliveries on such contracts be 
Luss I increased Sis 
his particular case the contractor has vet been unable to complete his de 
eries under these contracts and the president of the company has been directed 
e board of directors that in order to avoid financial hardship and in order to 
pl he delivery of the new rubber-pontoon contract that the president re 
rT ~ the Ordna ‘ Depar ment of the Arm 1! mon to e reliel shown 
re © cancel out the remaining deliveries under the pre- Korean contracts \t 
: appr nately 15 percent of the $645 million worth of « racts are un 
pleted, the money value being approximately SL millior We nclude that 
! t comes clearly within the intention of Congress to provide relief for econ 
wets s ha nant has 
SOVEREIGN POWE! 
loctrin sovereign power Is not applicable to this claim In the strict 
‘ ttt vi iit was not the aet of the sovereign power w cl nereased the 
ce of 1 It was increased by an ageney of the Government, the Rubber, 
Re er i ( ihe Reeconstructior | nance ar POratlolr Wi { Thiet d 
i t ens of title to the First War Powers Act, 1941 not a one 
4 ret | i ed to afford relief to ¢ l such as the Cilammatl herein 
i | i i} t conferred upon the Department of ( \ i 1 er 
ig Cl ! I S alone It was a mandate lo justice to citizens who 
i ( iL sudade terrifie impact ot ir and partic ur 
el is be ierieved by an at f an agence f the Govert 
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Pherefore, the claimar COMK if 

{ {1 to relief cond ut } 

nt ai structure \ proba 
nee the amour ft loss witho DT! 
t Aru Ord: ( Divisio ’ 
crit 1 fier ut the agreed 
rice under said contrac 

Wherefore he claimant respect 
( Board te yra ne ! ( £ 

‘ ect? ’ ‘ ; 

\ ( \ 
‘) 

‘ i 1 T { { 
> et: Re ( f ¢ per J A 

S 1.077.720 ‘ Ord 

heir War Pow \ { 
tra ve re Hatio relat! 

Pha Army C trea Ad 
matter of the request of Cooper 7 
price increases total 81,077,720 
7214) SNOT MOO a O378 a 

e Board by memorandun 

2, for ¢ erat pou ‘ 

2 Phe fir I e co ri 
pUanititie and at rice 1 
Ordnance Distric he per 1 A 
\ cl Cibl I I { r\ 1 ent i 
motive Center. Det Mi ; 
of rh { t ct ract ac! t 
competitive bid, was S6,658,714.40 
fied date, with final delive 
1951. As of April 15, 1952, de 
contract LO387S8 o $54 | 

el 1hAs Tere etfeeted « ) ‘) 
the contractor holds o1 Ordnance 
whiel Also Ly ( ro rm 
in Mareh 1952 and w I De Cor 

aller Ordnance Corps contracts f 
S1.340.000. and ada) mn has bes 
f $2,702,778.40 which ca for pr 
been advised tha one Of thes ecornt 

3. From information accompat 
tractors request In relation to tl 
office and, on the recor enda ‘ 
ever. on the Dasi tT certa repres¢ 
Secretary of the Army and ! i 
sidered by your Ad ent Boar 
cation was adhered to, refere ( 
Whereupe the app iio! i I 

nsiderat i i ! 

! Phe record di ‘ il 
(‘le ‘ : 1 Ordna ¢ 1) ' 

vd tratiotl re tf a pWwa 
a> i YT 
And abot \ » } 

tT ) pia i i 
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‘Furthermore, the Federal Government in August 1950 applied restrictions on 
the production of rubber products for civilian use which further limited our 
ability to earn profits to offset the mounting losses being sustained on subject 
contracts. 

“In addition we suffered further losses when the Government increased the 
price to us on synthetic rubber by approximately 33 percent, and at the same 
time we were required to use large percentages of the material in military tires, 


7 * * * x * * 

This company, being short of working capital is very much dependent upon 
bank loans and trade credit to enable us to operate on a volume sufficient to carry 
our overheads and to make a profit With the heavy losses accruing from our 
fix -d-price contracts our position 1) SCTIOUS ]é opardy and our ability to com 


plete these contracts is threatened.”’ 

In a subsequent letter to the Cleveland Ordnance District the contractor con 
puted the dollar amount of its loss on the seven contracts as $1,077,720 and sub 
mitted accounting data indicating that the factors responsible for approximate], 
75 percent of the alleged loss are the following 


Increase in GRS-Government supplied $255, 218. 59 
Increase in GRS fees 10, 894. 88 
Increase in natural rubber, Government supplied 176, 488. 92 
Inerease in natural rubber fees Q, 257. 35 

Total__- a ae 2 . 751, 859. 74 


At a hearing of the Board on April 14, 1952, the contractor offered additional 
evidence bearing on this application, at which time representatives of your offic 
stated to the Board that the Ordinance Corps does not question the amount of the 
contractor’s alleged loss, nor the contractor’s assertion that as one of the small 
independent manufacturers of rubber tires and tubes (as distinguished from the 
so-called Big Four corporations) it must be regarded as one of the Government's 
essential producers of these items 

5. It is alleged by the contractor as a basis for this application that during 
World War II Cooper Tire & Rubber Co. “‘largely under certificates of necessity 
endorsed by military agencies’? and financed by Defense Plants Corporation, 
expended $1,034,563 in the expansion of its production facilities, which expansion 
it did not comp.cie until after the war, and that subsequently it purchased the 
expanded facilities from said Defense Plants Corporation. Thereafter, during 
the period 1946-49, allegedly because of its ‘‘weak and unbalanced position’’ 
caused by operating losses incurred during the period, it was unable to properly 
finance its operations, with the result that its credit position ‘‘was steadily de- 
teriorating.”’ In 1949, according to the contractor, it obtained a short term bank 
loan of $1,009,000 which “‘should be paid off each year,” and it is stated that 

‘except for the devastating effect of the huge losses on fixed-price Ordnance 
contracts,’ it would have been able ‘to recoup financially during 1950 and 1951 

It is stated further, however, that ‘‘the very favorable conditions in the industry 
resulting from the ‘sellers market’ are now ended. We can expect a return to the 
fiercely competitive conditions which characterize the tire industry In order to 
survive we need to have our working capital restored through the reimbursement 
by Ordnance for the actual out-of-pocket losses sustained in completing the 
fixed-price contracts.” 

Comparative financial statements covering operations for the period 1947 to 
1951, inelusive, submitted by the contractor with this application, show that o1 
December 31, 1947, its working capital, represented by the difference between 
current assets of $2,478,424.50 and current liabilities of $1,418,792.52, was 
approximately $1,060,000 Bv December 31, 1949, after net losses of $133,669.82 
in 1948 and $347,060.78 in 1949, the working capital had dropped to less than 
S$700.000 However, by Deeember 31, 1950. notwithstanding losses on it- 
military production during that vear, the contractor’s working capital rose again 
to approximately $1,070,000, and by December 31, 1951, in spite of additional 


losses On military production, its working capital increased further to approxi 
mately $1,275,000 (current assets of $4,553.742.81 against current liabilities of 
$3,273,111.44). Nevertheless, in commenting on the contractor’s present 
financial position (at the contractor’s request a member of a firm of public 
accountants and auditors stated: 

It is also my @pinion that the company has not made sufficient profits in the 
last 2 vears, nor accumulated sufficient additional net current assets in that time 
to be able to carry on operations in the future for any appreciable length of time, 


should a rious and extended competitive period cde velop 





6. While it is unfortunate that, becauss 
control and could not have anticipated, tl 
losses On its Government contracts, it does no 








{ aj 
tractor’s over-all financial position has det: 
(shortly before it was awarded its Governm« 
to its profitable commercial Operations Whi 
ment contracts Nevertheless, Hecause fs 
capital failed to rise in proportion to the rea 
regarded by the contractor as inadequate to sup 
tions Phe request for ar adj istment of t ! 
to the Board on the theory that such adjust: 
tractor to maintain and even to expand 
however, does not consider that it ha ) 
contract prices without consideration i 
contracts have IDsta ft bnpamred 
this case, the evidence is insufficient to warra 
what the contractor needs here is mor 
operations and to finance its present vo 
of obtaining such working capital \ oul \ 
of title I] ot the First War Powers Act He 
quired by Public Law 921 that reasing t! 
out consideration Vill faciitat he na ul a 

7. It is apparent, however, that the p i 
COs experience Ol these contract Vis t 
ticularly of natu ibber, whict rred a 
Korea The evidence discloses that thi 
20 cents per pow din March 1950 toa I St 
Government became the sole importer of 
at 66 cents per pound From January to Jur 
to sell natural rubber at 66 cents per pound, a 
52 cents The Government has announced that 
rubber on July 1, 1952, and the commodity 
for delivery after that date In the same pr 
Government was and is the sole producer and 
per pound in January 1950 to $0.26 per pound 
the price Was reduced » $0.23 per pound, at w 
Because the Government exercised certain « 


and importation of rubber and fixed the pr 


proximately $750.01 


contractor llisists that 





ment action and that it should be compensat 





8. The Board has given caref considera 
there Was ho action by the Cx verhment - 
thre price of r ibber to the co tractor s tr 
Government through its agent, the Off ! 
Finance Corporatic now know iss 
the sole producer o thre rubby und a 

Vereigh capacity through the Creneral s« 
addition the sole inmwporter of natural rubbe 
rubber to purchasers at ip ‘ Wit ! 
the Government's relation to the price of tha 
KKworea Was merely that of a purchaser it © WO 
that these purchasc were respotlisible for tthe 
the summer of 1950 Many world fact 
‘ontrol contributed to tl \ urd spira 
June and December 1950. Lt is fa rt 
December 20, 1950. beca t the ye pdmport 
commercial importers of rubber, who a f 1) 
future delivery at fixed pr t yida 
uritii Dece nber > 1)? i) 4s ) ‘ 
prices then bi ed in the rid market, { 
66 cents per pound | is Grove rhe i 
rubbe far fromoinyju ( lia ny and 
had pre ( ‘ etfect 

As to the nerea e price I ( 
purchasers by the Office of Rubber Reserve, R 
sole producer of that commodity it is appare 
in order that the se y price of svnthe ! 
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if e several components of said price, affected not « relat s between the 
(,overnme! ind its contractors, but to an « juai extent relat Ss among all cor 
ractors generally vhose contracts involved svnthetie rubber So far as the 
ipplical : ‘ Crovernni contracts are concerned, whe he Grover nel 
I ot it the feconstruction Finanee Corporation hnxed a! her price 
I \ ( ibber t il that whiecl i prevail i wi the eontracts were 
varde lid so not as a proprietor seeking additional profit without regard t 
Os ol vith Whom it deals, Dut as a verelg \ > Was required ft 
ike SUE ACT tin nterest ol ne natlonal CCONOMLV AS a Ole Krom the 
(fects of s vereign action relief w generally not be granted under Publie 
iw 921 An exception to this rule must depend o he nature of e ac 
( l iices tru tte effect 0 the col Lol considered [ references 
‘ her facts of the ease (see pt. II] 2a (2) (b) APP 1-919.1 Ct soard 
! a the eircun ances s OF the view hat tl icts t = (aS 1K co 
‘ an exee mal case wit meat f they \I ve! nN 
1 that e the crease il e price of etic rubbe rdered by t 
(sever ort ifter Korea a rsely aff C4 reac N 1-price 
a “av led before NKorea, t} redue ‘ ‘ nmod 
‘ Vv ordere favorably affect its « f i ce 4 ra aling more 
in 87.000.000 awarded before such reduetic { ( vhich rubbe 
purchased he lesser pris 
Phe Boar erefore unable » find tha ( L( e ofa ( 
eC! either 1 contra ul or sovereig i! ista ia 
e contracts tor W ( { Oita OW be coll al | ( P t ( Law 2 | 
» The application of Cooper Tire & Rubber Co. for a crease of SL,077,720 
( tracts DA-23-018—-OR D-4127 HOS6 4219 SS27 9409, and  LOBTS 
il YA 20-0890 ORD 6488 FS is denied 
Robert W. Brow 
Brigad ( / State Lrmy 
}? ‘ 
APRIL 3. 1952 
Sul ‘t: Cooper Tire & Rubber Co., appeal for price relief « pre-hKorean fixed 
price contract 
Toe ArMy Contrracr ApJUSTMENT BoaRD 
Washinaton. D. ¢ 
(JENTLEMEN: In order to completely understand position of Cooper Tire & 
Rubber Co respect to the above-mentioned appeal, certa fa deserve 
special attention and consideration. They are as follows 
Basis of the claim: Cooper has asked only reimbursement for out-of-pocket 
sses due entirely to the conditions brought about by e Korean conflict Phere 
no provision whatsoever for any reimbursement for any profit or even for normal 
idministrative overhead 
( yper will be completely content to receive reimbursen solely for the extra 
st Aalst 1 by Pactor ent rely bevond their contro 
Inecrea ad cost Svnothetic rubber \pproximatel 29 perce! oft the SNE were 
l sher-thar expected costs of synthetic 1 ibbe 
le supplier of t portant raw mate 
al synthe rubber due to tl ame co 
lit I Cooper was forced to buy and use 
as established by the Government 
Increased cost Natural crude rubber: The co tor, Cooper Tire & Rubber 
LO Vas abl » avoid part of the upward spiraling of costs and the amo t of 
al s reduced accordingly b covering Ol hed i art of rhe 
juuiremye s of natural crude rubber 
| <s done by purchasi for forward delivery tl] I rude 
ed for subiec ontracts in the mont! oO CF red 
1 f { } covered the require! T ( rie 
; yecember 150 
i I Ler req red to.vu ‘ t I CA 
Dp ( ! Os ree times the rice ! 
Phe eff hore sit tiie ( ether ! GisA 
( Pheer trol Thre aT ’ ( ‘ ‘ ( 
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JOHN J. BRAUND 


DEPARTMENT OF COMMERCE, 
Washington 25, March 14, 195 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary 
House of Representatives, Washington, D. ¢ 


Dear Mr. CuHarrMan: This letter is in further reply to vour request for the 
views of this Department concerning H. R. 4507, a bill for the relief of John J 
Braund 

The bill would award to Mr. Braund the sum of $100,000, in full settlement of 
all claims of his against the United States for compensation for past and future use 
by the United States of a relief duplicating machine patented by Mr. Braund 

Mr. Braund developed and patented a relief duplicating machine while ar 
employee of the Federal Government, but on his own time and at his own expense 
He subsequently developed and patented improved machines, the latest of which 
is the one for the use of which compensation is now being sough 

Although there is some reason to believe that others participated to some 
degree in the development of relief machines, there is no question that Mr. Braund 
holds the patent for this machine 

Although this Department is making little, if anv use, of this invention, we 
understand that it is used quite extensively by other Federal agencies 

This Department would have no objection to enactment of le 
purpose but, since we have not been the chief users of relief duplicating machines, 





gislation for this 


we are in no position to make anv recommendation as to the amount which 
would constitute a fair compensation for the use by the Government of this 
invention 

We have been advised by the Bureau of the Budget in a letter of February 26, 
1952, copy of which is attached, that while there would be no objection to the 
submission of this re port, the aw: rd of S1O0.000 : ppears to them to be excessive 
and further that general legis: 


th 





tion to cover such cases would be desirabl 

If we can be of further assistance in this matter please call upon us 
sincerely vours, 

((HARLES SAWYER, 


Secretar ol Comore 


/ 


DirpARTMENT OF THE ARMY, 
Washington 25, D. C.. Marcel 1 195 


mar (‘ommittee on hie J “diciary, 
Howse ol Re presentalives Washington, dD ( 

Drak Mr. Cetter: The Department of the Army is Opposed to the enactimet! 
of H. R. 4507, Eightv-second Congress, first session, a bill for the relief of John 


J. Braund, copies of whieh were transmitted to the Department of the Arn 
by vour letter dated January 16, 1952, with a request that a report be furnished 
thereo 

Chis bill provides as follows: “That the Secretary of the Treasury authorized 
and directed to pay, out of anv money in the Treasury not othe: appropriated 
to John J. Braund, Washington, District of Columbia, the sum of $100,000. TI 
pavinent of such sum shall be in full settlement of all claims of the said John J 
Braund against the United States for compensation for the past and future 
by the United States of the relief duplication process and the relief duplicati: 


ne invented by him and patented on January 38, 1950 (Patent Numbered 





139): P Phat no part of the amount appropriated in this Act in exce 
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Liye sha ( 1 i i eontra to t CONTTAT ( 1 11 \ 
pers hie ) eof thi Act sh he deemed | fa d or 
} 1 upor 1O reof shall be fined in eeed S1 O00 
\ty B i } isa ‘ e of his it ‘ i! ee of the I ed S 
Grover ( i I ly emploved ( ry ta irtogy yt 
| ie { i 1 ( etl sur \ \! Bra } ital \ ( wile 
! ! ti and ithout tl ud oT tance (; ! 1 
( ta | e Os | ited iti ( ; 11Q& hy it 
1} ‘ ( I oT ¢ i - oT I fa ( rentes 
aga Cx ! ( for riz f ite 








JOHN J. BRAUND 3 





in in the emplovime it or ervice OL the ed ss 

vented the subject matter of the patent whi ( i ‘ | ( 
troller General has held that in view of this statutory pro g 
basis for charging p iblic monevs with the setth ‘ 


ich a case (14 Compt. Gen. 306 A—56442, 1934 \ ‘ 3 


termined that there 1 


tt s no legal liability or ot ‘ 
ment tO colnpensate Ir. Braund ra { 
T tis inventor 


The Department of the Army takes tt 





engaged in Government service have sh acl 
wise have made cont s ol te ( i 
to the Government, and it would be pra i ; 
financial vratuitv bevond that legally a 
regulat T. 6 out a spect 
wid discriminatory 

For the foregoing i he Departime 

H. R. 4507 not be acted ars 

Phe Bureau of the Budget ad ne 
the presentati: mit ‘ 
he Bureau of the Budget is advise ss Sel 
vould not objec O legisia ( i 
ward to \ Bra la vl iWwal S100.00 

Sincere 
1) 

U ‘ ) 4 \ 


he bill would pro or pa = 100.0 
}Dis ! tot Col i x ( i . 
OM pensatio I i ind re ‘ ~ 
cation proce ind relief duplica ! 

January 3, L950 
In compliance nn sai 
e De i ‘' Arr 
iis i ‘ rds and a 











e dete ed a | { 
Nay Yeopartt i! ) 
pruate Phe repor ) i the i 
nploved as a cartographer b he Coa ( s 1) 
Commerce ‘ < 1 1) | } i ! 
bringing action against the Government the ¢ rt of Claims for ‘ 
of the invention under title 28. United States ( | GX 
connection that the Comptrotler Greeneral has 1 i vhere - ! 
applicable, there Is no legal basis for pa CGaovernil i 
14 Comy Cre ty Vt Nai Wena i 
ore Y it is Oppos ito enact t of 
Ihe Department of the Army report no ; 
mad his Vel a) on | OW i i 
{ 1 Dersao ( ay Cl ( ! repo 2s 
States Coe SeCTLO 1490S vihit vuut ( ( 
Inticensed use of a ve Oo 8) ‘ ‘ 
who, when he makes such cla - | ! 
States or who discovered or invented the biect 1 , ‘ nate 2 
soemploved rhe Army report also directs atter ( 











4 JOHN J. BRAUND 


ing public moneys with the settlement of a claim for infringement in such a case. 
The Department of the Army states that accordingly it has been determined that 
there is no legal liability or obligation on the part of the Government to com- 
pensate Mr. Braund for any past or future use of the subject matter of his inven- 
tion. 

The Department of the Army states that it takes the view that numerous other 
persons engaged in Government service have worked out valuable inventions or 
otherwise have made contributions of note, the utilization of which has been bene- 
ficial to the Government, and it would be impracticable to reward each of them 
with a financial gratuity beyond that legally authorized under the law or govern- 
mental regulations. It states that to single out a specific individual for such 
action would be unfair and discriminatory. The report concludes with the state- 
ment that for the foregoing reasons the Department of the Army recommends 
that the bill be not enacted. 

The Department of Justice concurs in the views of the Department of the 
Navy and the Department of the Army. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
Wa. Amory UNDERHILL, 
Acting De puty Attorney General, 


STATEMENT OF JOHN J. BRAUND TO BE PRESENTED TO THE SUBCOMMITTEE OF 
rHE Hovust Jupiciary COMMITTEE ON May 27, 1952, IN CONNECTION WITH 
rHE H&aRING ON H. R. 4507 


Mir. Chairman and members of the committee, mv name is John J. Braund. 
I reside at 900 Alabama Avenue SE., Washington, D. ¢ First of all, | want to 
express my appreciation of the courtesy which has been afforded me to appear 
here this afternoon to present evidence in support of the bill introduced by Con- 
gressman Howard Smith of Virginia, known as H. R. 4507, for the relief of John J 
Braund 

I am in my fiftv-seventh vear, was born in the District of Columbia, and have 


iived here all my life \t the age of 17. | went to wor for the Government as a 
messenger in the Patent Office and have been in Government employ ever since, 
though | have done odd jobs after hours to supplement my income in order to 
carry on my experiments, including upholstering automobiles, playing in a band, 
selling radios aiumintim ay nings and even tombstones. For t he past 21 vears, 
I have worked for the United States Coast and Geodetic Survey During the late 
twenties and early thirties, | was engaged in cartographic work, which involves 
the making and checking of maps I was one of the first to flight check the 


acronautical strip maps issued bv the Departmer t of Commerce in accordance witt 
the provisions of the Air Commerce Act of 1926 

One day while on vacation 1 was drawing some figures on the sand with a 
stick when it occurred to me that it might be possible to make relief maps using 
a ductile metal with a device to depress or elevate the contour lines a specified 
and uniform distance from the base. First I tried this with an ordinary metal 
tool on sheet aluminum, and later I developed a machine known as the reliefograph 
on which I secured some basie patents. 

\t the time of these inventions I was not engaged in making relief maps; in 
fact, the Coast and Geodetic Survey did not then have a relief map section. 
such maps were made and used by the Army and Navy. Only during the last 
few years have I for short periods of time been assigned to work on relief maps 
for the purpose of photographing and pictorially printing the results on air charts, 

After I had experimented and convinced myself that it would be possible to 
design and build such a machine, I then took the matter up with my superiors 
in the Coast and Geodetic Survey and volunteered to turn the invention over to 
the Government free of charge if they would provide the material to build the 
machine, and if they deemed it advisable, to apply for a patent. This offer was 
declined. While some of those in the Coast Survey encouraged me to go ahead 
and develop it on my own time and at mv own expense, others discouraged me. 
I have since learned that some on the outside who were considering aiding me with 
both financial and technical assistance were discouraged from so doing by some 
of my superiors in the Government service. Nevertheless | went ahead with my 
idea and perfected the machine on which I secured Patent Nos. 1860729 dated 
May 31, 1932; 1866483 dated July 5, 1932; 2029000 dated February 4, 1936 
The first two of these patents have expired. In 1935 I renewed my offer, this 

1 


time to sell my machine and patents, as appears from the following correspondence; 








JOHN J. BRAUND a 


To: The Hon. Daniel c. Roper, eecretarys tl Depart! ( 
Washington, D. ¢ 
Through: The Director, U.S. Coast and Geodetic Sur Wastl ID. ¢ 
From: John J. Braund, Chief Aeronautical Map Draftsma Wa ot I). ¢ 
Subject: Reliefograph 
The reliefograph which I have acquainted the Director, | t st 
and Geodetic Survey, with from time to time ha ped 
where | am anxious to receive some remuneration for ! bor | 
and French Embassies, having been contacted, ar lf I I that | 


machine and its processes to their governmet 
i 


machine and patent rights. Before doing so, I a ‘ 
propriety of such procedure, with the hope that I 1 l a 
effort with the United States Governm« 
I have been verv much encouraged by the contacts that ' 
the various departments in the United States Gover ‘ 
Chief of Engineers Office and the Army War College of the War D 
National Parks, and the Geological Survey of the rior Depar 
contacts I have considered verv valuable They ha Whi § 
led me to believe that they may purchase { it } 
have not come to any definite results, The financial rden up 
ing this machine has been very great Che money that | 
that has been hard earned and in no sense has bee ose money that | 
for speculative purposes. The financial sacrifice at I have made 
have been made with the hope that I would shor realize me I It 
mv desire to sell both the machine or machine and all pa t righ | 
machine will be of great value in time of war H 
it is of anv value to any nation in time of war, | 
the benefit thereof 
Respectfully, 
! . 3 
a ry 
} r / 
The honorable the SECRETARY OF COMMERCI 
Dear Mr. SecrReETARY: Your letter of Mareh 2 1935. forwar 
from Mr. John J. Braund, dated Mareh 20, 1935 | 


graph,’’ has been received 

The War Department has investigate 
maps, including the ‘‘reliefograp! nvented by Mr. Bra i | 
has equipment on hand for maki ode 
shortly after the World War e Braw 
the Army method, but does not ve so truea 
the same 





The making of relief maps has been discont f e Ari 
the equipment on hand is considered to be satisfa : 
for Army use than the Braund method The War D 
justified, therefore, in making anv offer to purchase the Bra 


patent rights to same 
Your action in forwarding Mr. Braund’s letter for « lera \\ 
Department is appreciated Mr. Braund’s letter return ainite 


sineerely vours 





\ 
W hile l was still developing the re forrap r ¢ t I na f t a 
to me that if the maximum use was to be 
necessary to provide a method for duplica 
master map which was made with tl reliefogray () Januar 9, 1937 
secured Patent No 2 066,555 covering Aa re I i il cating 1 i 
duplicating machine contemplated the uss 
printed on them and backed up 1 materia 1 ha 
pressed into a mold made from the relief may 
relief on the paper map Chis was an improvet 
making relief maps While it was not altogether satisfac 
improvement to encourage me to continue my effor to perf 
About thi time sheet plastic materials becan i i i! | 


experment with printing the maps direct 
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the sheet by means of heat and controlled vacuum in such a manner as to produce 
an accurate relief map in plastic with all the indicia printed on it. All my experi- 
ments were carried on either in my own home or in a garage which I had rented 
The original reliefograph which measured about 5 by 6 feet and stood 4 feet high 
was kept in our parlor, and samples were on display in every room in the house, 
When it came to working with plastic sheets, much of iv experimenting was done 
in our kitchen because in certain stages hot water was used to provide the heat 
that softened the plastic. Now the heat is supplied by electrical heating units. 

\s this work progressed and showed signs of success, | again went to my su- 
periors in the Coast and Geodetic Survey and urged them to take over the further 
development of this invention and its perfection as it pertained to the use of 
plastic sheets \t that time they did evidence some interest in the invention, and 
a proposal was submitted on my behalf by which the Government would | 


have 
purchased my origmal reliefograph, duplicating equipment, and secured a fully 


ommerce for his 


paid license under these patents and the improvements thereon for $50,000 
proposal was submitted to the Solicitor of the Department of C 





approval. He replied that inasmuch as I was a Government employee and by 
statute was barred from suing the Government for infringement of any patent 
pertaining to an invention which [ had made while in Government service, the 
Coast and Geodetic Survey and any other branch of the Government were at 


liberty to make use of this invention; and therefore he would not approve at 

payment tome, There was nothing I could do about it I was informed by Mr 
MacCracken, my attorney, who represented me in these later negotiations wit! 
the Government, that Admiral Colbert felt it was not fair to use an invention 
which IT made and developed on my time and at my own exper 


se without comil 


o some satisfactory understanding relative to Compensation 
Subsequently I entered into a contract with the Aero Service ( 
delphia by which they were licensed to manufacture the relief 





my earlier patent for making duplicate maps. This agreement 

charge my obligation to the manufacturer who built the first 

pas back some of mv friends who had loaned me money to ¢: 

ments However it did not compensate me for the time | had | 

velopment nor reimburse me for the money which | had expended in this enter 
prise Most of the time my salarv from the Government was less than $3,000 
a vear, and with this I had to support my wife, two daughter me son, and part 
of the time an aged unele You can see that anv funds diverted from my salary 
meant a real sacrifice on the part of the whole family and that it was absolt: \ 


necessary for me to supplement my Income by doing the odd jobs pr 


In support of my contention that I am the inventor of this process, L refer not 
niv to the foregoing patents bul also to the one covering the m ding of printed 
plastic sheets into relief maps issued January 38, 1950, No. 2,493,439 Further 
may I direct your attention to an article in the Modern Plastic 


Septem be r 1950, ‘ ititled, ‘Printed sneets Preei on I rin l r\ | Bow na 
Stratto who was at the time emploved by the Army Map Servie Also 1 
1950 the Army Map Service published a bulletin designated as ‘* AMS Bulletin 


No. 29.7 On page 7 of this bulletin, it states as follows 

The elimination of hand painting was first made possible through the develop- 
ment of plastic relief maps, a process invented by Mr. John J. Braund of the 
United States Coast and Geodetic Survey. This technique made use of normal 
printing processes to print standard flat map information on to thermoplastic 


sheets for subsequent forming by heat and vacuum into a negative mold. The 


Braund process marked the first major step toward quantity reproduction of 
models and, with certain refinements and modifications, it 
today. 

‘During the latter part of 1944, the Navy used the basic plastic forming 
feature of the Braund Process for producing ‘photo-surface’ models. This was a 
photographic process whereby plastic preforms were coated with a photographic 
emulsion, exposed and developed in much the same manner as flat photo prints. 
This improved the quality of model reproductions and was the first use of photo- 
graphy as a means of eliminating the hand finishing of model reproductions 

‘Such was the evolution of topographic models during the war \Mlodels we 
no longer the singly produced items of craftshops; quality and quantity had 
improved 

Since the termination of hostilities, the Army Map Service has conducted 
intensive studies to formulate new construction and reproduction procedures, as 
well as new uses for topographic models This bulletin presents these recent 


} 


advances 


is the most advanced 
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Also on page 23, line 5, ther appears the following Tn ¢ Parison with the 
luce speed and economy of printing, however, heat forming of prem? ted 4 
eri- sheets along the lines of the Braund rocess has proven the more ny tctica f ‘ 
ted, two methods.”’ 
igh In the Sept mber-October 1950 issue of the VI tarv Ene ‘ 
Bae appears an article by Mr. Charles 8. Spooner, who is the C} ef of the Relief Vf 
one Section of the Army Map service and is here this aiterhnoor \ ' t 
benefit of his opinion of my invention In this article he te 
. “The letter problem w: is first eliminated thre le 
Su- sheet molding process advanced by John J. Braund, eartoer ‘ | is 
her Coast and Geodetic Surve \ This technique employs offs 
ol to print standerd map colors onto thern Opl“as ( for sul 
anid into negative molds. Since the war, the Braund method “ ( 
dole — procedure with the Coast and Geodetic Survey | lero oS 
ally Corporation of Philadelphia The Army Map Service I ~ 
rhe plastic relief maps, although Sreee) modifving the Braund 
aS the postforming Of printe ‘d plastic sheets 
by In another article by \LE Spooner published in Survey and Mapping \ 
ent June 1951, he states 
the ‘More drastic reductions in eost have been realized Cy | a 
aut of mode! production tead of $25 to 0 per square foot { a v 
My toh copies, models - 3 OW be reproduc i 01 is - in SI per ar I 
lis has been possible by the postformir £ of printed plastie she ( 
vith Was originated by Mr. John Braund., of the ¢ oast and Geodetie Sur 
Hon The essential advantages of thy process are, therefore, that. special ma i 
ine scripts do not have to be prepared for model prod iction and no |} ul ail uv 
is required. This permits the economic integration of relief map produr 
e with mapping activities 
ue Col. C. V. Clifford in an article Dp oe In the United States Ay 
Gis- called Combat Forees, page 28, paragraph 3. states 
1 to ‘The Army Map Service savs John J Decuimat f the United States Coast a 
er I~ Geodetic Survey, is the ‘grat nddaddvy’ of the idea He thought of printing ma 
de- on vinyl plastic sheets—the same as playing cards—and then stretehing plastic 
ver over carved plaster molds. in perfect registration, so that the mounta 
000 valleys would be reproduced accurately in. re lef 
art An re which appeared in Collier’s magazine under date of De¢ mber 2 
sae 1951, page paragraphs 2 and 8, contain the following 
"tN “Free-dimensiona maps are not new During World War IT al 
Aba major headquarters had a relief map of its theater of opera ! 
made of rubber, plaster, or papler-maché, It took 800 men 4 vea » tur 
BON a little more than 8,000 of them By contrast some 70 men have pr ( ( 
ited 100,000 of the new plesti rehef maps since the { Ing bega I l 
‘Basic credit for the Armvy’s current maps o Jol J. Br 
Me, oe States (cast and Cice det ec Survey, whe suggested ina 
nan plas culd be heated and stretched cver'a three-dimensional pa 
y an almest cebdeol relicfs of an area AMés the Army Map Sery i 
etin the idea end turned t over to Charles 8. Spooner. Jy 
Relief Map Division.’ 
Op- \ero Service Corporation was given an av ird M48 at ql 
the plastic competition fe r terrain medels made ry - 
mnal processes \r account of this i rd Lpy i I 1 \Ik 4 
for September 1948. 
The Departmen r 1950 
ne a certificate ar l erite i 
the art of relief mo 
Phe importance of topegraphical m ( Mo 
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tional personnel. This was said to be particularly true for aeronautical charts 

as pilots and navigators could readily recognize their position by the likeness of 
lan dl forms shown on the map by this method. The method used also indicates 
the importance the Germans placed on this type of map and the desirability of 
having it truly protray the terrain in all respects.” 

The Navy, according to its publications, has been using plaster and rubber 
models, and, as far as I know, has not generally adopted the processes and methods 
covered by my most recent patent for making duplicates from preprinted plastic 
sheets 

One of the first articles deseribing my process appeared in the May-June 1940 
issue of the Military Engineer and was written by Col. Harry H. Blee. A brief 
summary of this article appears in a publication entitled, ‘Three-Dimensional 
Maps,”’ compiled by the Reference Department of the Map Division of the 
Library of Congress, published in 1951, from which I quote as follows 

The purpose of this paper is to describe and illustrate a method of producing 
hmeet * * * requirements (of durability, lightness of weight, 
speed, and accuracy in construction with personnel having little specialized 
training) all with simple, mobile equipment suitable for field service.” 


relief maps whi 





The article describes various methods of construction, but principally the 
Braund relietograph. The Army engineers at Fort Belvoir are now training t heir 
en in the use of a portable set including the reliefograph and the duplicator 


Before concluding mav I call the committee’s attention to the fact that at this 
session it saw fit to reeommend cash awards of $10,000 each to two emplovees of 


e United States Treasury Department for an improved method of stamping 
etal coins These inventions were in direct line with the work that the necipe- 
ents were emploved to do They worked on their invention during their regular 
ours of employment in the San Francisco Mint. Their development costs were 
vorne by Treasury, and their patents secured for them at Government expense 
While [ am heartily in sympathy with the aetion of this committee in behalf 
f these inventors, | trust the committee will not feel that the $20,000 awarded 
them should constitute the maximum payment for a patent. My reasons for 
asking substantially more are as follow 


|. My invention was outside of the work I was doing for the Government. 
2. It was made and developed on my own time. 
3. All the expense was borne by me, resulting in a substantial sacrifice by my 


t+. While I have received some money from Aero Service Corp., it has not been 
ufficient to repay my cash outlay, let alone compensate me for my time and 
accomplishments. However, it has enabled me to pay most of my creditors 

5. The use of my invention not only saves the Government substantial sums of 

b it ae is far more important, the lives of our men in the armed services 

tragedies referred to in Major Reagan’s article. 

Thus it ‘app ars that my foresight, efforts, and sacrifices during the past twenty- 
and-odd years are helping in the prosecution of the U. N. action in NKorea, This 

vention has made available to our combat forces a very useful instrument not only 
at the various headquarters but right up to, behind, and over-the lines of combat. 
It enables men and officers, both on the ground and in the air, to understand 
juickly terrain conditions and to plan and act accordingly, thereby decreasing 
combat casualties. Gentlemen, you will par don me if I say I take real pride in 
this, but at the same time I feel th: . mv family and those who have assisted me are 
entitled to fair compensation for these accomplishments, as well as reimbursement 
of our expenditures. 
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“~ STELLA JEAN STATHOPOULOU 


DEPARTMENT OF JUSTICE, 
Washington, June 12, 1950 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C 


My Dear Senator: This is in reply to your request for the views of the De 
partment of Justice with regard to the bill (S. 2695) for the relief of Stella Jean 
Stathopoulou, an alien. 

The bill would provide that, in the administration of the immigration and 
naturalization laws, Stella Jean Stathopoulou shall be considered to have been 
lawfully admitted into the United States for permanent residence as of December 
26, 1947, upon payment of the required head tax and visa fe It would also 
direct the Secretary of State to instruct the quota-control officer to deduct 
number from the nonpreference category of the first available immigration quota 
for nationals of Greece 

The files of the Immigration and Naturalization Service of this Department 
disclose that Stella Jean Stathopoulou was born in Canea, Crete, Greece, on 
January 5, 1980, and is a citizen of that country. Coming from Greece, her only 
entry into the United States occurred at the port of Boston on December 26, 
1947, when she was admitted for a temporary period of 3 months, pursuant to the 
provisions of Public Law 471, Seventy-ninth Congress, as amended, as the aliet 
fiancée of a United States citizen veteran of the Armed Forces during World War 
Il. Under the terms of her admission, since the marriage did not occur within the 
temporary period specified, she is subject LO deportation in accordance with the 
provisions of sections 19 and 20 of the Immigration Act of 1917, as amended 
Accordingly, a warrant of arrest in deportation proceedings issued against her on 
January 6, 1949, and after a hearing she was found to be deportable. There 
presently is Outstanding an order of the Board of Immigration Appeals, dated 
August 2, 1949, directing that she be required to depart from the United States 
without expense to the Government, to any country of her choice within 90 days 
after notification of the decision. Further action to enforce her departure fron 
the United States, however, was ordered held in abeyance pending consideration 
of this bill. 

According to information contained in the files, Miss Stathopoulou and her 
fiancé, George Chaconas, a native-born citizen of the United States, never met 
until after her arrival in this country Miss Stathopoulou’s sister, Mrs. Marie 
Chaconas, is married to an uncle of George Chaconas, and it was she who arranged 
a corresponding acquaintance between her alien sister and George Chaconas, 
which later resulted in his proposal of marriage. Prior to the alien’s arrival in the 
United States, however, George Chaconas appears to have become acquainted 
with another woman, whom he later married, and could not therefore lawfully 
enter into a marriage with the alien. Moreover, according to the testimony of the 
alien and George Chaconas, after meeting they determined that their personal 
feelings toward each other were not sufficiently strong to support the obligations 
of matrimony 

In the meantime, Miss Stathopoulou commenced attendance at a business 
college in Washington, D. C., and submitted an application to the Immigration 
and Naturalization Service for her status to be changed from that of a visitor 
for a temporary period, to that of a student. Her application was denied, since 
she had already violated the terms of her temporary admission into this country. 
She stated that in addition to her married sister, she also has a brother, George 
Stevens, living in the United States who conducts a restaurant in Washington, 
D. C. Her mother, two sisters and two brothers still reside in Greece. TT 
record fails to disclose anv information of an adverse nature with respect to her 
character 

The quota of Greece, to which the alien is chargeable, is oversubscribed for 
several vears and a quota immigration visa is not readily obtainabl No facts 
introduced in her case appear to warrant the enactment of special legislation 
granting her a preference over the many other persons chargeable to the same 
quota who likewise desire to enter the United States for permanent. residence and 
to join relatives, but who must wait abroad for the issuance of quota immigration 
visas Furthermore, in view of the precise provisions of the terms of her admission 
to this country, to enact this measure would tend to encourage other aliens to seek 
exemption from the general immigration laws in a like manner. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill 
Yours since re i 

Peyton Forp, 
De puly Altorney General 
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In addition, the beneficiary of the bill and her mag ad Le I Ve 
submitted the following letters in connection with the casi 
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Chairman, Judiciary Comn 
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Upon consideration of all the facts in this case, the committe S 
of the opinion that ». 54 should be enacted and accordingly recon 
mends that the bill do pass 
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Junr 20, 1952 ( mitted to the Commit \\ 


Mir. Wacrer, from the Committee on the Judietat submitted tl 


The Committee on the Judiciarv, to whom was 
S. 523) for the relief of Walter Duschinsks 1} 
same, report favorably thereon with amendment and recomn 
that the bill de pass 

The amendment is as follows 

Strike out all after the enacting clause and insert 1 eu thereol 
the following 


PURPOSE OF TH 
The purpose of the bill. as umended, i to make the benefierary 
eligible to apply for adjustment of his status under section 4 of thi 


Displaced Persons Act of 1948. as amended 


GENERAL INFORMATIO? 


The beneficiary of the bill was born Vienn: Austrian. on March 


21, 1910, and became a subject of Czechoslovakian when the Republic 
of Czechoslovakia Was formed un IQ Ile 5 presently stateless 
He entered the United States as a visitor on slime 7, 1947 rh ! 
August of 1951 he went to Japan to do consultant wor the te 
commubpications freld He last entered the United States on Septe 
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2 WALTER DUSCHINSKY 


ber 15, 1951. He is a master of science and his field is the planning 
of large-scale industrial and technological projects. He worked on 
the telecommunications facilities for the new United Nations head- 
quarters in Manhattan. 

A letter dated January 24, 1952, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

JANUARY 24, 1952. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary. 
United States Senate, Washington, D. ¢ 

My Dear Senaror: This is in response to your request for the views of the 
Department of Justice relative to the } ill s. 523 for the relief ot Walter Dus- 
chinsky, an alien. The bill would grant permanent residence to Mr. Duschinsky. 

The files of the Immigration and Naturalization Service of this Department 


disclose that Mr. Duschinskyv was born on March 21, 1910, at Vienna, Austria. 
Upon the formation of the Republic of Czechoslovakia in 1919, he became a citizen 
of that country, but at the present time is stateless. The alien first arrived in 
the United States at New York on June 7, 1947, and was admitted as a visitor 
for a period of 5 WEeECKS, He subsequently received an extension of sta to Decem 
ber 1, 1917. His application for the adjustment of bis imnmugration stetus under 
section 4 of the Displaced Persons Act of 1948 was demed on the ground that he 

not unable to return to king and, the country of his last re idence because of 
persecution or fear of persecution on aecount of ti ce, ion, or } cal 
opinion On May 7, 1951. a hearing officer of the Immigration and Naturaliza 
tion Service ordered that the alien be deported from the United Stat Without 
awaiting action on his appeal from this order, the alien left for Japan in August 
1951 to do consultant work in the telecommunications fleld He last arrived in 
the United States at the port of Honolulu on September 15, 1951, and was ad 







mitted as a visitor to October 15, 1051, but has not 
The alien related that he was with the ¢ 
until the fall of that country in 1940, and then 


Roval Air Force in England until December 19 
d ree of doctor of nechanical engineer 1 
factory in Kneland us June 19045, whe e OD 
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n 1937 a d had intended to come to the | 1¢ 
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i t i ct 

At the hearing under the Displaced Persons Act of 1948, the alien first testified 
that he was employed by Fellheimer and Wagner, New York City, for approxi 
mately 9 months beginning in October, 1947. When he was shown his application 
for an extension of stay executed on December 25, 1947, in which he stated under 
oath that he was not employed in the United States, he claimed that he only 
applied for a job in October 1947, but did not begin to work until after he had 
executed the application. The alien agreed to submit an affidavit from Fell- 
heimer and Wagner showing the exact date of his initial employment but failed 
todoso. A check of the records of Fellheimer and Wagner revealed that the alien 
was employed by that firm from July 16, 1947, to January 29, 1948, at a salary of 
$70 per week. The alien was emploved by other engineering firms until October 
1950, when he went into business for himself in New York as a master planner 
and designer of television stations. His trip to Japan was made as a broadcasting 
studio planner and equipment specialist for Maj. Henry F. Holthusen who had 
been invited by Japanese authorities to help establish a telecommunications 
network in Japan. He intends to accompany Major Holthusen to Turkey and 
Greece to assist in establishing telecommunication networks in those countries. 

Mr. Dusechinsky has made conflicting statements concerning the manner and 
date of the termination of his first marriage which was contracted in Czechoslo- 
vakia in 1931. He has asserted variously that the marriage was terminated by the 
death of his wife in 1942 and by divorce between the vears 1932 and 1934. He 
first claimed to have received information concerning the alleged death of his wife 
bv letter from the Czech authorities and later claimed to have learned of her death 
through a letter from a friend in Bohemia, but had been unable to obtain official 
confirmation of her death. The marriage certificate relating to his second mar 
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BERGERMAN & HovurRwicH 


ATTORNEYS AT LAW 


Re Walter Duschinskv. 


C. Ropger Newson, Esq 
Ba Bu lind. J ishington bd. ¢ 





Under the circumstances, I believe I have had ample opportunity to form an 








opinion, which is presently a conviction, as to their character and, most mportant 
of all in these davs, their pot of view toward the | nited States ar d the erest 
f our peopl | ind Mrs. Dusehir y are deeply 
jevoted to the p ns itions in the fulle sense and 

it. be of then nel toward the I ed State 
l am looknu forward to the opportunity personally to sponsor their ipplicatior 

r citizer D the United States 

I understand that you may desire to furnish a copy of this letter e Ho 
rrable Herbert H Le} a Un i¢ | states Senator r 1 the State of N ’ rt 
H ce, lam enclosing a extra copy ott s letter tor that purpose 

Very ruil ours 
(F;EORGI Ka \ Hoi ( 3 
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OTHER EXPERI 
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Dated: January 31, 1951. 


The committee, after consideration of all the facts in the case, is 
cen 


of the opimion that the bill (S. 523), as amended, should be enacted 
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WAI HSUETH TAN, MRS. MAY JANE TAN, ROBERT TING 
SING TAN AND ELLEN TAN 


Junge 20, 1952.— Committed to the Committee ot \\ 


Mir. Water, from the Committee on the Jud ry, submiitt 


| 
follow Wye 


REPORT 


The Committee on the Judiciary, to whom was refer t| 
S. 1037) for the relief of Wai Hsueh Tan, Mrs V1 ay Jane 
Robert Tingsing Tan, and Ellen Tan, havine considered the same 
report favorably thereon without amendment and recommend 
the bill do pass 


PURPOSI] I 


The purpose ol the bill is to rant the tatu tT perman residence 
in the United States to Wai Hsueh Tan. Mrs Nay Jane Tat Robert 
Tingsing Tan, and Ellen Tan. The bill provides for the appropriat: 
quota deductions and for the payment of the required fees and 
head taxes 

GENERAL INFORM LON 
The beneficiaries of the bill wrt husband and wife and two childrer : 


all natives and citizens of China. The husband was bor ist 3. 
1892, the wife \pril 2, 1903, the son February 7, 1922. and the daughter 
July 23, 1927. The husband and wife last entered this country as 
visitors on May 14, 1949, and the son and da 


hter last entered the 
] 


lg 
United States for temporary periods on April 8, 1950, and September 


I 


26, 1948, respectively. The father attended Yale and Columbia 
Universities and is presently associated with th International 
Telephone & Telegraph Corp. in New York City as a_ special 


consultant Mr. Tan states that he lost the equivalent of $100,000 
worth of property fleeing from the Japanese in Shanghat 





WAI HSUETH TAN AND OTHERS 


A letter dated December 12, 1951, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 





DECEMBER 12, 1951 
Hon. Par McCarran, 
Che man, Committee on the Judiciar /, 
l'nited States Ne nate, Wasi ngton, D ( 
My Dear Senavor: This is in response to your request for the views of t 
Department of Justice relative to the bil s (S. 1037 and s 1131 for the rel 
a family of aliens, the husband, Wai Hsueh Tan, the wife, ‘eay Jane, the sor 
Robert, and the daughter, Ellen \ similar bill (H. R. 3027) relating to the 


aliens is pending in Congress 











Che bill would provide that the aliens named above shall be considered to have 
been lawfully admitted to the United States for permanent residence as of the 
date of its enactme yon payment of the required visa fees and head tax 
I nade for the deduction of four number: from the appropriate immi 
Eration quota 


ing to these aliens show them to be natives and citizens of China 
Act The husband was born August >, IS92. the wife \pril 2. 
1903, the son February 7, 1922, and the daughter Julv 23, 1927 





admissions 
of these aliens to the United States have been on a tempor: 
band and wife last entered this country on May 14, 1949 ‘ 
was on April 8, 1950, and the danghter’s last entrv was on; S¢ ptembe r 26, 1948S 





The aliens have been granted extensions of their temporary stays, but their latest 
requests tor fturther extensions were denied They were informed that uf their 





aepartures were not ett: ted by Decembe 15. 1950, deportation proce edings would 


Wai Hsueh Tan, the hust 








and and father of these aliens, was in the United 
States from 1909 to 1919 attending sehool at the Worcester Academy, Yak 
University, Columbia Universit and a student program with the Western 
Klectrie Co. He visited in the United States for several months in 1935 and in 
1941 he aga enters he | ted States after fleeing the Japanese in Shanghai 
at whi time fie ms to have lost the equivalent ol $100,000 wort! f propert 
He turned to China in 1946 and in 1947 again visited the United States Mr 
la is been emploved in an official capacity with the China kLlectric Co. and 


the Shanghai Telephone Co. and as an official with the hinese Mission to Wash 
meto inder the lend-lease program. He ‘ th ! 
national Telephone & Tele graph Corp. in New York City as a special consultant 
at $6,000 per vear. He stated that he purchased a house in New Rochelle, N.Y 
ai atl ~21 000 





Che wife, Mav Ja Pan, accompanied her husband on his trips to the | ted 
States in 1941, 1947, and 1949. She apparently desires emplovment with tl 
Voice of America and when last interviewed stated she had been recommended 
for such employment but had not as vet been accepted 

The daughter, Elle accompanied her parents to the United States in 1941 
and with the exception of visits to China in the summers of 1947 and 1948 has 

! Lined here She attended hich school and the Holton Arms School 


Wa rt I). ¢ graduated from Br Mawr College and was a graduat 
tudent a Wesl a Uni ersity She pl ri tly is emploved at Wesleva t 


versity as an assistant professor in geology at a salary of $120 per month. 8S 
is not married 

The son, Robert, came to the United States in 1940 as a student, remaining 
here until November 1946. He is a graduate of Union College, having majored 
in chemistry and physies in China the alien was employed by the Pexas Oil 
Co. of China from June 1947 to May 1949, Following the alien’s last entry in 


April 1950, he was emploved by the Ansul Chemieal Co. until January 1951 
and since that time he has been emploved by the Electric Bond & Share Co. it 
New York City as a trainee- engineer at $2,800 per vear. He is not married and 





resides with his parents 
The alien parents, subjects of these bills, have another son, Edward, bor 
China on September 23, 1925. While this son is not a beneficiary under these 
bills, it should be noted that his immigration stat is similar to that of the 
other members of this family, as apparently also is t his alien wife and minor 
siding here with hin 
juota for persons of the Chinese race to whi e aliens are chacgeabl 
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respect their cases are similar to those of many other ens who 
the United States for permanent residence but who are unable to de Deca 
of the oversubscription of the quotas to which they are eable They 
fail to present considerations sufficient to justify the enactment of sp 
lation gianting the aliens a preference over t many other Chines 
awaiting their turns for quota numbers To ena ht e7 rage 
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position to which he had worked himself by his own efforts when the Japanese 
invaded China. He was here on one of the Chinese Lend-Lease Commissions. 
Later he returned to his native home, only to have to flee again, with his wife and 
children, because of the Communists 

His daughter and son, as well as he himself, are American educated and I 
am sure will be an addition to our land of freedom, as is his very charming and 
intellicent wife. 

I trust that S. 1037 will receive favorable consideration at the hands of your 
committee and thus later at the hands of the Senate. If a personal appearance 
before your committee and testimony there would be of value in this matter in 
aid of my friends, the Tan family, please call upon me for an appearance 

Very sincerely, 


ALFRED N. PHILLIPS 


THe New York Trust Co., 
New York 15, N. Y.. March 20, 1951. 


JUDICIARY COMMITTEE OF THE SENATE, 
United States Senate, Washington, D. ¢ 


Dear Sirs: It is my understanding that Senator Brien McMahon has intro 
lueced A bill, ». 1037, t he intentior of wi ich is to make it possible tor \Ir. W ai 
Hsueh Tan, his wife and two children to remain in the United States 


I have known Mr. Tan for about 35 vears, both in this country and in China, 





and because I believe him to be completely loyal to the interests of the United 
States, and against those in China who would wish to injure us, I have no hesitaney 
in urging vour favorable action on the bill Mr. Tan was a classmate of eat 
Yale College and during the vears I have oceasionally seen him in Chins d in 
this country I regard him as a good friend, as do many of his classmates, and | 


am quite confident that he has been and always will remain loval to our country, 
which he respects 


Sincerely yours, 


A.W. Ousen, Vice President. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1037) should be enacted 
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The Committee on the Judiciary 
S. 1324) for the relief of Dr. Nicola MM. M 
the same, report avorably thereon | 


mend that the bil do PeLSs 


The purpose of the bill is to grant the status of permanent residencs 
in the United States to Dr. Nicola M. Melue Phe bill provides for 
an appropnmate quota deduction and for the | ent of the required 


visa fee and head tax. 
GENERAL INFORM 

The beneficiary of the bill is { -Y-vear ( hiative ane n ot 
Italy who last entered the United States on April 13, 1948, to attend 
the Graduate School of Medicine of the University of Pennsvlvat 
He completed his DAsic studies and served a 2-vear res ency a Lhe 
Graduate Hospital in Philadelphia He is presently emploved at 
the Lempert Institute of Otology in New York City . 

A letter dated February 7, 1952, to the chairman of the Senat 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 


Hon. Pat McCarran, 
Chairman, Committee on the Judiacia 


United States senate, Washington, D. ¢ 


My Drar Senator: This is in response to 1 r request for 


Department of Justice relative to t bill (S. 1324) for the relief of Dr. Ni | 
Melucci, an alien The bill would grant permay t ler to Dr. M 

The files of the Immigration and Naturaliza Ser e of this Depa 
disclose that Dr. Melueci is a native and cit f Ita A as born on Fel 
ruary 2, 1923. He arrived in the United Stat i of Ne York Apri 
13, 1948, and was admitted as a student under { { f ly 


Act of 1924 for a period ending October 26, 1948. He has been granted several 





DR. NICOLA M. MELUCCIT 


f stay, the last of 
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lJeputy lfiorney General 


The following affidavit and letters have been su 


bmitted to the Senate 
Committee on the Judiciary in support of the bill 
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‘ aM. Melu eipg first duly sworn o scl 
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i for a Ol children throughout Ita Phat dur period, le 
ereised a Vv potitie vit! rit ! r vv 1anv pe ( ‘ t e offies 
| i er entertained or adl ed to anv polit ul philosophies. but rity 
‘ as acquire an edueati That lu ninority (1 QO 17 
1 i 1 DecAlls ( Vas iil educate 1 per ‘yt \ ( \ mud P ed pon 
( ered te ida group of vounger scho hildre i nastie exhibitions 
ol parades, plaveround activities, and athletic events, especially socce ames 
‘hat in 1943. now being able to sever his connection with the students’ division, 
e did so and continued all his efforts in the line of scholastic achievements at 


he school of medicine at Naples, and was graduated in 1947, cum laude 


That during the entire war he did not bear arms nor assist the Fascists in 
aAnV WA&\ That sinee he severed his connection with students’ division in 1943, 
e has 1 been a member of any political party or organiztion in Italy or else- 


er That he js a firm believer in the democratic wav of life and abhors all 
forms of totalitarian government. That he is not imbued with any of the 
ttalitarian ideologies 


Nicota M. MEuucctr. 
Subseribed and sworn to before me this 17th day of March 1952. 
FAL) FRANK FABIAN, 
Notary Public, New York. 
Commission expires March 30, 1953 
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The committee, after consideration of all the facts in the case 
of the opinion that the bill (S. 1324) should be enacted 
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PANAGIOTES ROUMELIOTIS 


JUNE 20, 1952 Committed to the Committee of the Whole House and « 


be printed 


Mr. Wa rrr, from the Committee on the Judiciary, submitted the 
following 


REPOR 


{To accompany 8. 1470} 


The Committee on the Judiciary, to whom was referred the bill 
(S. 1470) for the relief of Panagiotes Roumeliotis, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Panagiotes Roume liotis The bill provides 
for an appropriate quota deduction and for the payment of the re- 
quired visa fee and head tax. 


GENERAL INFORMATION 


The beneficiary of the bill is a 20-vear-old native and citizen of 
Greece who last entered the United States as a seaman on April ¢ 
1951. He ts presently residing with his United States citizen nels 
in Drake, N. Dak. The uncle has no immediate relatives or depend- 
ents in the United States with the exception of a cousin in Minneapolis, 
Minn., and the uncle intends to make the beneficary of the bill his heir 

A letter dated October 3, 1951, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

OcTORER 38, 1951. 
Hon. Par McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. ( 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1470) for the relief of Panagiotes 
Roumeliotis, an alien. 

The bill would provide that Panagiotes Roumeliotis shall be considered to have 


been lawfully admitted to the United States for permanent residence as of 


} 








2 PANAGIOTES ROUMELIOTIS 


date of his last entry into this country, upon payment of the required visa fee 
and head tax. It would also direct the Secretary of State to instruct the quota- 
control officer to deduct one number from the nonpreference category of the 
appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mr. Roumeliotis, a native and citizen of Greece, was born on Feb- 
ruary 22, 1931, in Corinth, Greece. He last entered the United States at Balti- 
more, Md., on April 6, 1951, as a member of the crew of the Steamship Weandros, 
and was discharged to reship foreign. However, he did not reship but proceeded 
to Drake, N. Dak., the home of his United States citizen uncle, Constantin 
Janavaros. Prior to his last entry he had entered the United States on three 
previous occasions as a seaman 

The files further reflect that Mr. Roumeliotis’ parents, two brothers, and two 
sisters, reside in Corinth, Greece, where his father operates a confectionery store, 
Since his arrival in this country he has been working in his uncle’s store in Drake, 
N. Dak. F 

The quota for Greece, to which Mr. Roumeliotis is chargeable is oversub- 
scribed and an immigration visa is not readily obtainable. In this respect his 
case is similar to that of many other aliens who desire to enter this country for 
permanent residence, but who are unable to do so because of the oversubscribed 
condition of the quotas to which they are chargeable. The record presents no 
facts which would justify the enactment of special legislation granting this alien 
a preference over the many other aliens in Greece and other foreign countries 
who are staying abroad and awaiting their turn for the issuance of quota visas. 
Furthermore, in recent years, many aliens have entered this country as seamen 
and have remained beyond the allotted period of time in the hope that they would 
be able to legalize their status. The enactment of this bill would serve to en- 
courage others to attempt to circumvent the general immigration laws. 

\ccordingly, the Department of Justice is unable to recommend the enactment 
of the bill 
Sincerely, 





A. Devirr VANECH, 
De puty Attorney General 


Roland A. Heringer, attorney at law, Rugby, N. Dak., has sub- 
mitted to the chairman of the Senate Committee on the Judiciary 
the following letter dated January 4, 1952, in connection with the 


bill: 
Law Orrick or ROLAND A. HERINGER 
Rugby, N. Dak., January 4, 1952 
Hon. Par McCarran 
Chairn an, Committee on the Judi ary, 
Senate Office Building, Washington, D. C 


My Drar Senaror McCarran: I have been in correspondence with Senator 
Milton R. Young of North Dakota in connection with Senate bill 1470 that is 
now in the hands of your committee. This bill, as vou know, concerns itself 
with Panagiotes Roumeliotis, who desires to become a United States citizen 

In connection with this matter I enclose herewith in duplicate affidavits of 
Dr. A. B. Parmenter, Lloyd MeQuoy, O. A. Refling, Gust Janavaras, Henning 
Rossebo, and Panagiotes Roumeliotis, and also photostatic copies of certain 
instruments which contain information that is very material and relevant with 
respect to Mr. Roumeliotis. The originals of these instruments will be made 
available to your committee upon request. 

I have personally investigated this case, and from what information I have been 
able to obtain, Panagiotes Roumeliotis is very much respected in the community 
where he is now living with his uncle, Gust Janavaras. This young man is 
industrious and has been a great deal of assistance and compansionship to his 
uncle Gust Janavaras. Mr. Janavaras is the owner and operator of a general 
mereantile business at Drake, N. Dak., and has resided in that community for 
more than 30 years. He is financially responsible, and his estimated worth at 
this time exceeds $65,000. Mr. Janavaras is an unmarried man and has no 


dependents, whatsoever, and all of his relatives with the exception of a cousin 
and the ne phew now living with him, reside in Greece There is little doubt that 
the nephew, Panagiotes Roumeliotis, will some day inherit the entire estate of 
his uncl 
MIS Uncle 


Panagiotes Roumeliotis, since his arrival at Drake, N. Dak., has been employed 
by Gust Janavaras, and has been and now is receiving a monthly salary In the 
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o 
even Panagiotes Roumeliotis can become a citizen of the United St 
intention of Mr. Janavaras to educate mm so that \ 
operate the retail business of Mr. Janavaras at Drake, N. Da 

Mr. Janavaras, as is indicated by the letter « ed signed | i. Be he i 
dinsky, is suffering from a herniated intervertebra eu 
is unable to do much work which Wi requil I L rheavy 

The affidavits enclosed have all been signed sta i ’ 
citizens of the city of Drake, McHenry County, N. Da al 
self-explanatory 

I trust that vour committee will make a favorable rec Cl 
with the Senate bill above described, and in the « ‘ 


further information regarding this matter, plea 
Re spectfully yours, 


Copy to Senator Milton R. Young, Washington, D. | 


In addition to the above, the committee has confidential information 
that the presence in the United States of the beneficiary of the bill 
would be beneficial to the Security interests of this country 

Upon consideration of all the facts in this case, the committee ts 
of the opinion that S. 1470 should be enacted and accordingly recom- 
mends that the bill do pass. 
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A letter dated June 15, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Acting Assistant Secretary of State 
in connection with the case reads as follows 


JUNE 15, 1951 


My DerarR SENATOR McCaRRAN teference is made to vour letter of June 1. 
i 














1951, transmitting, for the comment of the Department of State, a copy of 8. 151 
for ( ef of Thorvald Nin 
It appears from the passport file of Thorvald N that he was born at Habana 
Cuba, on Mareh 12, 1905. In an application for renewal of his passport whict 
\Ir. Nin exeeated on Mav 23, 1946, he gave the places and periods of reside 
outside the | ted States since birth as ¢ 1 i a few month: 1905, | oO 
from 1905 to 1914, Europe from 1924 1925, Cuba from 1925 to 1929, Colombia . 
from 1930 to 1935, and Colombia from 1938S to 1943 \Ir. Nin wa aturalized 
ou Mareh 6, 1944, and, on April 19, 1944, a passport was issued to him to enable 
hit » travel to Mexico as a representative of the United States Plywood Cor 
of New York City He terminated his emplovment with this company on June 
15, 1944, and became part owner and executive manager of Chapas Y. Tripla 
S. A., Mexieo, D. F., a Mexican corporation, and thereafter remained in Meni 
to work for t \iexiean firm. On June 21, 1950, the Department informe 
American Embassv a \lexieco City that, sinee the evidene submitted to 
Departme 1 ot show | it Mr. Nir vd bye tiie VN | AsO 
whiel ould bring mi \ hin the prov ms Of seetion 406 ¢ tt Nationa \ 
Act « 1940, a certificate at ing his loss of nationa nder seetion 404 (e) of 
the act as of J 15, LOO, she 1 be submitted if he had remained in Meni 
by ' ’ 
If \ly returned to the Ly { stat and ntends resid ! 
( l l ern { ( 1 martment rr \ ho ohpeetlLo to Tie Wc Te! 
of S. 1513 rn \ If Oo ver, Mr. Nin is s - ny \lexieo, the Denar 
Trh¢ 1K ‘ { Has chou “ l ! ct Mexico { 
th fo Y s naturalization as a An Can ¢ ( i » ¢ } 
il i i Dursita to tio mos LE yt ‘ ong \ \c ould el ) 
1) ‘ | ~ ( os ( read te ) ~ 
If a ! \ =hall have be uturalize shall > vea ifts ich 
for ‘ I fiake permanent residence therei ull be con ered pi i 
facie ¢ { ( ’ 1 iac ot entiol 1 ¢ part o ich pers » becom 1 pel 
manent ¢ ‘ 0 e | ited States att I e of fil ich pers petition for 
iuirai wiol anid e absence of countervailing eviden¢ hall be suffice { 
! e proper pre ‘ Oo authorize t revocation and sett y aside of ( rae! 
admitting such pr 1 to ¢itizenship and the eancella ft the eertificate of 
naturaliza n 2a ! beer »btained througt raud hie lip wie and 
consular officer ! | ited States 1 oreig CO ! ili ror ) 
through the Depa ent of State, fu h the Department of J it vit 
name of those persons Ww thin theu espective risa 0 who have b I ) 
naturalized an ho have take ermanent 1 lenee i he country of their 
na { or in atl tt foreign country, and ict i duly ce! nl | =I 
be admissible in evidence in all courts in proceeding 1 ke and set aside the 
order adi ting to eit nship and to cancel the certificate of naturaliza 
If \Ir Nit still residing in Nic co, the Depar nent is of he op ion that he 
Is not entitied » TEC ( ef nehit of legi laALLO ich as S. 1513 
Sincerely yours 
Ben H. Brown, Jr 
| nq As int Secret 4 for Cor sional PR 0 
For the Seeretaryv of Stat 


In addition, a letter with attached memorandum, dated March 
21, 1952, to the chairman of the Senate Committee on the Judiciary 
from the Deputy Attorney General in connection with the case reads 
2s follows 
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OSVAT HO CASTRE ‘ 


i S 
The Committee on thre J Pic use 
S. 1639) for the relief of Osvaldo Castro y 1 
the same, report favorably thereon wit! ; 
mend that the bill do pass 
| RPOSI Ot 
The purpose ol thre bill is to vrant thre ta ol perma 
in the | nited Stutes to Osvaldo Castro \ OPe7 The 1) 
for an appropriate quota deduction and for the payment of the 
quired visa fee and head tax 
GENERAL INFORMATIO 
The beneficiary of the bill is a citizen of Spain who was born in 
Shanghai, China, on February 29, 1928. Tle last entered the United 
States as a seaman on June 16, 1949. He is presentiv attendin 


Idaho state ( ‘ollege 1th Pocatello, Idaho, wha is depenade rit 
{ 


upon three sisters who reside in this countrv with their h isbands 


He was emploved by the United States Army in China in 1947 and has 
requested his «draft board in Idaho to class 1\ him ) Diudnedla 


induction. 
A letter dated August 9, 1951, to the chairman of the Senate C 


mittee on the Judiciary from the Deputy Attorney General witl 
reference to the case reads as follows 


9 OSVALDO CASTRE Y LOPEZ 


DEPARTMENT OF JUSTICE, 
Washington, August 9, 1951. 
Hon. Par McCarran, 
Chat man, Committee on the J idk lary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1635 for the relief of Osvaldo 
Castro y Lopez, an alien. 

The bill would provide that Osvaldo Castro y Lopez shall be considered to 
have been legally admitted to the United States for permanent residence on 
June 18, 1948, the date of his entry into the United States. It would also direct 
the Secretary of State to instruct the proper quota-control officer to deduct one 
number from the nonpreference category of the Chinese quota. 

The files of the Immigration and Naturalization Service of the Department 
disclose that Mr. Lopez, a native of China and citizen of Spain of the white race, 
was born in Shanghai, China, on February 29, 1928. He last arrived in the 
United States on June 16, 1949, at the port of New York, N. Y., when he was 
admitted as a seaman for 29 days to reship, under section 3 (5) of the Immigra- 
tion Act of 1924. On July 7, 1949, Mr. Lopez made an application for adjust- 
ment of his status under the Displaced Persons Act of 1948, but his application 
was returned to him unaccepted since he had not arrived in the United States 
prior to April 1, 1948, as required by that act. On November 8, 1949, he was 
given until December 8, 1949, within which to depart from the United States. 
He failed to depart, and on January 16, 1950, a warrant for his arrest in deporta- 
tion proceedings was issued charging him with being in the United States in 
violation of the Immigration Act of May 26, 1924, in that, after admission as a 
seaman, he has remained in the United States for a longer time than permitted 
under that act or regulations made thereunder. On May 21, 1951, he was 
ordered deported from the United States, pursuant to law, on the charge stated 
in the warrant of arrest. Such deportation, however, was ordered held in 
abeyance pending consideration of this bill. He first entered this country on 
June 18, 1948, as a seaman, but departed again with his ship. It is noted that 
the bill as drafted refers to the date of his first entry. 

The files further reflect that Mr. Lopez is presently attending Idaho State 
College in Pocatello, Idaho, and is living in Residence Hall, located on the campus 
of that college. He has no assets and is dependent upon three of his sisters, who 
reside in this country, and their husbands for support. One of his sisters, Mrs. 
Thomas Smalley, resides in Pocatello, and the other two, Mrs. John H. Putnam, 
and Mrs. Clarence Brand, reside in Idaho Falls, Idaho. Mr. Lopez stated that 
his parents are citizens of Spain and are presently residing in Hong Kong, China, 
and that his other relatives, in addition to his three sisters in this country, 
include two brothers and three sisters living in China. 

The geographic quota for China, to which Mr. Lopez is chargeable, is over- 
subscribed and an immigration visa is not readily obtainable. In this respect, his 
case is similar to that of many other aliens who desire to enter this country for 
permanent residence, but who are unable to do so because of the oversubscribed 
condition of the quotas to which they are chargeable. The record presents no 
facts which would justify the enactment of special legislation granting the alien 
a preference over the many other aliens in China and other countries who are 
awaiting their turn for quota numbers. Furthermore, the problem of deserting 
seamen is a serious one and must be dealt with firmly 

Accordingly, the Department of Justice is unable to reeommend the enactment 
of this bill. 

Yours sincerely, 


Peyton Forp, 
Deputy Attorney General 
Senator Henry C. Dworshak, the author of the bill, has submitted 
numerous documents in connection with the case, among which are 
the following: 
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SELECTIVE SERVICE SYSTEM 
LocaL Boarp No. 10, BONNEVILLE CounrTy 
[daho Falls, Idaho, December 28, 19 
Re Lopez, Oswaldo C., SS. No. 10 10: 
Mr. Bernarp A. McDeravirr, 
Attorney at law, Pocatello, Idaho 





Dear Mr. McDeavirr: The above-named registrant, Oswaldo Castro \ yp 
Selective Service No. 10 10 28 228 has applied to his local board r iesting at 
he be reclassified into 1-A and called for immediate indu 
* From all observation of this registrant in the office of the local board, it r 
honest opinion that this said registrant would be a most wort t for service 
in our Armed Forces and it is the opinion of this local board that he a citizen of 
this community worthy of every measure that might be tal behalf for 
becoming a member of the Armed Forces and an American Ci 

The above-named registrant has submitted to his local board a staten 


to us is most commendable and reads as follows 

“Tnasmuch as the Air Force is calling for air communicators and air-traffie 
controllers, and I have served in both capacities with the United States Army it 
China, I find that the Draft Act affords the opportunity to show this country 
whether I would make a good American. I am 22 vears of age, and if I am drafted 
it will mean one married man less to be called. Hence, I honestly believe that I 
should be classified as 1—A,’’ 

He has contained in his questionnaire submitted August 1, 1950, a statement 
which to this local board is most worthv of commendation and I quote: I am 
an opponent of communism in any form.” 

In view of the earnestness of this said registrant, we Wish to make the follow 
statement: 

“That his entire draft board of five members is in full sympathy with this 
brilliant student and will at our next board meeting consider the legality of reclas- 
sification into 1—A and allow him to volunteer for service.’ 

For the local board 

fespectfully vours, 


Clerk, Boone lle No. 10, Idaho I I ’ [daho. 


IDAHO STATE COLLEGE 
Pocatello, Idaho, May 2, 1950 
To Whom It May Concern: 

I have become well acquainted with Mr. Osvaldo Castro vy Lopez since last 
February when I administered tests to determine his qualifications for ability 
to carry work on the college level here at Idaho State College. The results of 
these tests indicate that his ability is considerably above the average required 
for entrance to Idaho State College. 

I have also been in close touch with him since that time, as a result of which 
I am convinced that he possesses not only intellectual ability but high qualities 
of character and dependability as well. I believe he is worthy of every consid- 
eration that may be extended to him to enable him to continue his education 
here in the United States of America. 

Very truly vours, 





Dr. W. VERNON LYTLE, 
Profe ssor of Psychology, Head, De partment of Psychology. 


The Honorable Henry Dworsuak, 
United States Senator from Idaho, Washington, D. C 

DEAR Str: I have been asked by Osvaldo Castro y Lopez to write to you rela- 
tive to his application for United States citizenship. 

I wish to state that although I am not familiar with Mr. Castro’s background 
before coming to Idaho State College, his activities on this campus speak highly 
of his personality and intellectual qualities. 

In my association with Mr. Castro I have always found him to be courteous, 
thoughtful and resourceful. He seems to possess above average intelligence as 
evidenced by his achievements in academic matters. 








OsVALDO ASTRE Y LOPEZ 
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he committees 
the bill (S. 1639), as amended, should be 


enacted 
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KLINA BRANLUND 


JUNE 20. 1952 (‘om mitted to the Comn te ‘ \ 1] 


Mir. Watrer, from the Committee on the Judiciary. submitted the 


following 


REPORT 


lo accompany 8S, 1724 


The Committee on the Judiciary to whom was referred. the | 
3, Lez for the relief of Kling Branlund having considered the same 
report favorably thereon without amendment and recommend that 
the bill do pass, 

PURPOSE OF THE RBILI 


The purpose of the bill is to grant the status of permanent res dence 
in the United States to Elina Branlund The bill provides for an 
uppropriate quota deduction and for thi pavment of the required visa 
fee and head tax 

GENERAL INFORMATION 


4- 


The beneficiary of the bill is a 45-vear-old native and citizen of 
Finland who last arrived in the United States on December 2. 1946, 


ws oan emplovee of the Minister (> Finland She terminated this 
employment on July 20, 1949, because of her marriage and accepted 
employment with her husband in Virginia. She subsequently went 
to work for Mr Lammot du Pont eh oi Cireenville Del ; whe re she 
is still emploved. She is separated from her husband and does not 


know his whereabouts 
A letter dated December 5, 1951, to the chairman of the Senate 
(‘ommittee on the Judiciary from the Deputy Attorney General with 


4 4 ] ) 
reference to the case reads as follows 
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ELINA BRANLUND 


DeCEMBER 5, 1951 
Hon. Pat McCarran, 
Chairman, Committee on the Ju liciary, 
United States Senate, Washington, a 

My Dear Senaror: This is in response to vour request for the views of the 
Department of Justice relative to the bill (S. 1724) for the relief of Elina Brat 
lund, an alien 

The bill would provide that Elina Branlund shall be considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
its enactment, upon payment of the required visa fee and head tax It would 
also direct the Secretary of State to instruct the quota-co! trol officer to deduet 
one number from the appropriate de ration quota 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mrs. Branlund, nee Putkonen, a citizen of Finland, was bor 1 
Virtasalmi, Finland, on January 26, 1907. She arrived ji he United States 
at the port of New York on December 2, 1946, and was admitted under section 


3(1) of the Immigration Act of 1924. as a cook in the hou hold of ti Minister 
of Finland in Washington, 1). C., for the duration of her statis Phis employ 

ment was terminated on October 1, 1949. A warrant of arrest in deportation 
proceedings was subsequently issued against her, charging that she is illegally 
in tl] United States in that she has remained in this country after failing to 
mnailtain the exempt status under which she was admitted After a hearing 
she was ordered deported on the charge contained in the warrant \Irs. Brat 


lund has appealed from this order, which appeal is now pending 

Phe alien testified that she left the employment of the Finnish Minister because 
of her marriage to Mr. Frank EF. Branlund, a citizen of Finland, on July 20, 1949, 
at Elkton, Md, She stated that she and Mr. Branlund thereafter accepted em 
ployment on a farm in Loudoun County, Va., leaving there about June 1, 1950, 
to work for Mr. Lamont du Pont, Jr., in Greenville, Del. She further stated 
that she and her husband separated in September 1950, that she is still employed 
as a maid and seamstress in the du Pont home, and that she does not know the 
present whereabouts of Mr. Branlund. The alien has no close family ties in this 
country 

The quota of Finland, to which Mrs. Brauland is chargeable, is oversubscribed 
and an immigration visa is not readily obtainable. The record fails to present 
any considerations which would justify the enactment of special legislation grant- 
ing her a preference over other nationals of Finland who also desire to obtain the 
benefits of residence in the United States but who, in compliance with the law, 
remain abroad and await their regular turns for the issuance of immigration visas 
To enact this bill might encourage other aliens to enter this country as nonimmi 
grants inthe hope of being able to adjust their status to permanent residence after 
entry 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Sincerely 
A. Devitt VANECH, 
De puty Attorney General 


Senator Joun J. Williams, the author of the bill, submitted the 
followimg information in connection with the bill: 
Marcu 14, 1952 
Senator JoHn J. WILLiAms, 
l nited States Ne nate, Washington, D ( 


DEAR SENATOR WitiiaMs: Mrs. Elina Branlund has been employed by me for 
almest 2 years. She is a very capable and trustworthy person and she may 
remain in my employ fer the remainder of her natural life if she so desires 

Mrs. Branlund has now been in this country for more than 5 years and there 


is no doubt that her entry was in alecal manner. Had she needed an imimicratin: 
visa, she would have awaited her turn and by this time it is quite possible she 
weuld have gotten it and there would be no doubt as to her legal status Because 
she was in a position where an immicration visa was not necessary for her entry 
into this country, to send her back now would create a hardship on her because 


due to the oversubscribed Finland quota, she would have to wait for several vears 
hefere she could come back. 

Since this is not a case where Mrs. Branlund came into this country illegally 
I feel that to enact this b 


ill would not encourage other aliens to enter and adjust 
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their status afterward as I do not believe there are many immigrat 
enter as Mrs. Branlund did. 

Since Mrs. Brunlund’s entry into the country was unquestionably lega 
would seem to me that this is quite an unusual case and that the Senate S 
committee on lmmigratior should reconsider t! by 

Verv truly vours, 


Hon. Par McCarran, 
Chairman. Committee on the Judie 


Senate Office Building. Washinator » 

Drar CHAIRMAN McCarran: I have your roof Ju \; 
certain information on my bill S. 1724 for t ! [ \I I I 
answers to the five questions submitte Lit uur letter ; a 
follows insofar as information in my files d 
(] The circumstance ounding the en ot the p ) » th 

Mrs. Elina Branlund, nee Putkonen entered t | ted Nt I 
1946 when she arrived from Finland to assume 1 





hold of Dr. K. T. Jutila, the Minister of und t e | 
(2 The present activities of 8 hope or 


At the present time Mrs. Branlund is ac d ma 
of Mr. Lammot dua Pont, Jr., Greenville, De er ( is resid 
1, 1950. 


Hlou such perso? present arning } , helhie 


She is emploved as cook and maid by the ab 


Whethe or not such person is engaged ’ 1 ! f po 








nourious to th Lprve an pub » 
AY Lammot {ii Pont Ir id sed me i ‘ 
Mrs. Branlund her conduct and character have be bevond reproach at 
she may remain in his employ as long as she desire Phe vie ns fj i 
Mr. George | f | land Q00 I ‘ S ; V\ 
Washington, D o her : : 
? Tlas such person been cone fed 1? pire? , Keds \ 
and SO he } se? 
My files do not disclose anv information a ol ' ‘ : 
convicted of an offense under an Federa r Stat 
In this connection, | am attaching the fol ! 
1) Statement of Mr. George EF. Ervast ce ct 1 erat e ‘ 1) 
Twenty-Fourth Street NW Washingtou S. ID. ¢ 
2) Statement of Mr. Lamont du Pont, 1 f Cares e, Dr 
3) Statement of Mr. C. du Pont Wet 
1) Statement of My Ralph Morris; a 
character and integt of Mrs. Branliund and ( ( 
Finland explains the circumstances which broug her t e United St 


I trust that this information will enable vour ttee 4 ike appro} 
action 
Yours = sincere] 


enclosures 





} ELINA BRANLUND 


LEGATION OF FINLAND, 
Was/ ngton &, D. C., June 11, 1951. 


lo Whon It Vay Concern 
I am pleased to hereby state that I have personally known Mrs. Elina Branlund 
the last 4% vears, i. e., since December 1946 when she ar 
oO assume the position of cook in the household of Dr 


Finnish Minister to the United States She remained i 


ee Putkonen, for 
hk 


rived from Finland 


. Jutila, the ther 
he Minister’s employ until September 30, 1949, and I know for a fact that 
luring her entire period of service she was highly regarded and esteemed for 
er skill as cook as well as for her exemplary conduct and pleasing personality 
{ am happy to hear that she is equally well liked by her present emplover 
is my honest opinion that Mrs 


i 
ed 


\MIrs. Lammot du Pont, Greenville, Del It 
srantund is fully deserving of any favorable consideration that mav be accord 
cr ; 

GeEorRGE E. Ervast, Vice Consul. 


The committee, after consideration of all the facts in the case, is 


of the opinion that the bill (S. 1724 


should he enacted. 
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report favorably thereon without amendment and recommer | 
the bill do Pass. 


PURPOSE OF TH 


The purpose of the bill is to waive the racial 


into the United States of minor Korean child 


i \ a Wid tO b 1dLO] ad by 
Capt. and Mrs. Sylvester W. Booker, citizens of the United States 
The child would be considered to be a none ta immicrant, w hh is 
the status normally enjoved by the alien minor children of citizens of 
the United States | 


GENERAL INFORM) 
The beneficiary of the bill is an S-vear-old nat 

Korea, who was awarded to Captain Book: aptal er was 
on duty in Korea. Captain Booker is | | 

Medieal Field service School, Camp Burri Tex HH 
hears from the bov every week and that 
by the mother of the boy awarding him custody of the child 
A letter dated January 8, 1952, to thre ' 


mittee on the Judiciary from the Deputy Att 


reference to the case reads as follows 








RHEE SONG WI 





a y 8, 1952 
Par Met REA 
('j ? ( nn ( he / 
7) iS es Ne i } a, 22. % 
My Dear Senator: 7 : por ( ! ( en 
Departn of s re ve he bi ®. és) ft ‘ f kK 
MW in ale! 
Che bi muld pr 1 ha Ol e pur] ’ nimigratio 
pation law Rhee Song Wu shall be considered to be t natura 
of Capt. and Mrs. Svivester W. Booker, citizens of the United States 
| files of the Immigration and Naturalization Service of this Depart 
disclos hat Rhee Song Wu is about 8 vears old and is presumably a native and 
citizen of Korea He | never beel the United States and s presentiv resid 
ng with t Medical Section, One Hundred and Fifty-nir Field) Artiller 
Battalion, Twe fifth Infantry Division, United States Army in Korea 
{ apt s vester W Booker, the prospect ( adoptive father { the i 
presently stationed at the Medical Feld Service School, Camp Burris, Tex He 
is a Reserve officer in the Medical Service Corps with the rank of 
perinaner rating being that of master sergeant He has bee 1 th Ar 
pa 11 vears Captain Booker was born in Muskogee, Okla... on Ne mber 
6, 1913 He graduated from high school and attended the University of \Michigat 
for | year He stated that he married Miss ] uibeth Ann Wheeler on May 9 
1951. and that his wife, who was born in Detroit lich., is willing that he should 
idopt Rhee Song W 
lt appears that Captain Booker, while in active combat in Korea, from July 
1950, until March 1951, met the alien in the Injin River section south of Kaesong 
Korea, during the ¢ stmas season of 1950 At that time the bov, accompanied 
bh Ss mi r, Was among a group of refugees fleeing sout Captain Book 
t fied it he was a icted to the boy and that the mother subseque lv gave 
} he boy An agreement concerning the alien was drawn and signed by the 
mother before witnesses According to Captain Booker, he hears from the ali 
almost EVE WeeK ind ( as be clot ng the bov since ( hristmmas of 1950 
Captain Booker stated that he has a home valued at $10,000 and that | 
financially able and willing to adopt the alien if he is permitted to bring him to 
th myn 


rhe alien is presumably of the Korean race, and as such, is inadmissible to the 


United States for permanent residence under the provisions of section 13 (c) of the 


Immigration Act of 1924 In the absence of special legislation, he will not be 
eligible to enter the United States for permanent residence 
Whether, under the circumstances in this case, the general provisions of the 


immigration laws should be waived presents a question of legislative policy cor 


cerning Which the Department of Justice prefers not to make a recommendation 
If the measure should receive favorable consideration by the committee, it is 
ted that it be amended by deleting evervthing after t} 
rting the following 

Chat solely for the purposes of sections 4 (a) and 9 of the Immigration Aet of 
1924, Rhee Song Wu, a minor Korean child, shall be considered to be the natural 
born alien child of Captain and Mrs. Svlvester W. Booker, citizens of the United 
States; and notwithstanding the provisions of section 13 (c) of said Act, said 
Rhee Song Wu may be admitted to the United States at any time within one vear 






‘enacting clause and 





after the date of enactment hereof when in possession of an unexpired immigration 
visa issued under section 4 (a) of said Act provided he is otherwise admissible 
under the immigration laws.”’ 

Sincerely, 


A. Devirr VANECH, 
Deputy Attorney General 
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The committee, after consideration of all the facts in the cass 


re | | 
of the opinion that the bill (S. 1731) should be enacted 
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Hon. Par McCarran 
Chairman, Committee on the Judiciary, 


United States Se nate, Washin ton, D. es 


MISAKO WATANABE AND HER DAUGHTER, IRENE TERUMI 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1846) for the relief of Misako Wat- 
anabe and her daughter, Irene Terumi, aliens 


Che bill would provide that the provisions of the immigrs 





exclusion of aliens inadmissible because of race shall not hereaft 

Watanabe, the Japanese fiancée of George T. Maruno, an 

ferumi, and that Miss Watanabe and her daughter shall | 

nonimmigrant temporary visitors for a period of 3 mont 

otherwise admissible under the immigration laws, provide 

within 90 days after their entry, of satisfactory proof of 4 

ria Mr. Mar », and payment of the required head t 

Atto Ci ral lirected to1 rd e al lawt id 

I i Tt late of elr ¢ rv i 1 | i State 

pre . proof is furnished within 90 days after their entry, Miss 
Watanabe and her daughter shall be required to de part from this country and 
pon failure to d shall | leported. 

The fil of the Immigration and Naturalization Service of this Department dis- 
close that Misako Watanabe is a native and citize1 of Japan f the Japanese race 
who was born on November 1, 1929. Her daughter, Irene Terumi, was born it 
Japan on Mar 19, 1951, and resides in Yokohama, Japan, with her mother 


The child is the daughter of George Teruo Maruno, who was born in San Jose, 


Calif., on July 3, 1928. He is presently employed by the United States occupa- 


sta that their fat vas born in Japan and the mother Agnew, Calif 

that there are seven | 1 States-born children in the family, that during the 
war the entire family was interned in the relocati enter at Tule Lake, Calif 

and that their mother and the adult children renounced their United States citi 
Z ship and the family Was sent to Japan by tiie | nited States Government during 
December 1945. Both parents and the six remaining children are residing in 
Japa Mrs. Uvemura further stated that all of her brothers and sisters in Japat 


are employed by the United States occupation forces, and that her brother, George, 
1as never been in the Armed Forces of the United States. She advised that her 
brother had not renounced his United States citizenship at the time he accom 
panied his parents to Japan, since he was a minor. The record indicates that 
Mr. Maruno filed an application for repatriation as an alien of enemy nationality 
on October 31, 1945, stating that he desired to be repatriated to Japan only if he 
was accompanied by his parents, sisters, and brother 

Che beneficiaries of the bill, being of the Japanese race, are ineligible to citizen- 
ship under section 303 of the Nationality Act of 1940, and therefore are inadmis- 
sible to the United States for permanent residence under section 13 (c) of the 
Immigration Act of 1924. Their cases are similar to those of many aliens who 
desire to come to the United States for permanent residence, but who are unable 
to do so either because they are ineligible for citizenship or because the quotas to 
which they are chargeable are oversubscribed The question of waiving the racial 
restrictions on immigration is a general one and should be resolved by general 
on applicable to all persons indiscriminately. 

Accordingly, this Department is unable to recommend enactment of the 
measure 


Sincerely, 





A. Devirr VANECH, 
Dep ity Attorney Genera 
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Senator William F. Knowland, the author of the bill. has submitted 
additional information in connection with the bill. which information 
includes the following letter: 


{ 
1PO 508, c/o P S ] 
Hon. Wituiam F. KNOWLAND 
United States Senate. Washin« D. ¢ 

1) R SIR Che receipt « J 
ind | Luk | i i i 

\ { ) 

Qu V / ? 
g 
VW | { 
State i 1 
Phir ‘ Sir Arig ( 
J I { i I 
{ i Sta | 
i 1a \ 1 
{ sta \I i 
YiaAd i ( i 

( t a t ire i 
Q No The ) 

\I it ! l 

a he rn Q 2 
( f Vo Tle 
? or ai 

| wh he per ! ) ry! \| i 
ipon oniy me tor suy 
side ) No We} } } 

oth, e he A 

Misako is definite not and never has beet | certa CL 
can be asked by the eco ate for a report 
ever engaged in any su This is done thr 
officer in the case of one who is qualified to mart r | | 117 
same is true for vour question No. 5 As to \I i 
victed of any offense, and she is not and ne\ 

} . ia } artin ‘ ‘ , } \ 
pimp, nor did she practice polygamy, and s eliev ( \\ 
welcome a request by anyone to the Japanese a 
order that her entrance to the United States ma 

Thank vou very kindly for vour courteous a 
family matter and assuring vou that I wish to do all I ca fac 
of my wife and daughter into the United Stat ( t mav | i far 
in the true sense of the word, I am gratef 

P. S.—-She has no mental or physical defects, 1 lisea f a 1, al 
tuberculosis I believe it will be neeessaryv for medical exa at 
conducted prior to the issuance of the visa, and I have no fear of t r 
Inasmuch as I am supporting her, she not a pauper, pul charge ra 
evader, contract laborer, an illiterate, nor a person prev \s deporte 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1846) should be enacted 


i 
NY 
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YUKIO NIIMURA 


Mr. Water, from the Committee on the Judiciary, submitted the 


following 


REPORT 


The Committee on the Judiciary to whom was referred the bill 
(S. 1863) to effect the entry mito the United States of Yukio Niimura, 
a minor Japanese national, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THI 


The purpose of the bill is to provid for the admiss on into the 
United States of a minor Japanese child in the custody of Set. Donald 
; ry 
i 


Ke Wilson, who is a citizen of the | nited States ‘hie { (] 0 ld 
be considered to be a nonqguota Wnmigrant Which is the status nor- 
mally enjoyed by the alien minor children of citizens of the United 


tates 


GENERAL INFORM [ON 


The beneficiary of the bill was born in Japan on May 13, 19 
is presently attending school there were he is being supported | 
Set. Donald FE. Wilson. who is a member of the United States Armed 


Forces stationed in Japan Sergeant Wilson was married in ‘Tokyo on 
November 7, 1951. and the bo IS presentiv res ling with tl 

A letter dated January 24, 1952, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 


reference to the case reads as follows 





YUKIO NIIMURA 








lost an arm and was separated trom parents d ng an air raid « Japan; tha 
rie iter Came ( Arn camp \ ( Clr ) eergea \\ ! Was Sta 
ti ( \\ ere Deca ( fis pp Sica ( litior sergeant \W ! ad LK t 

I ( Cu } i l sumed Sp I support i ( ited Ul 
il ¢ ‘ ( 5 Dp ‘ S Are LL1VE the ( y cured for t sergea Wills 

1 i Ss Seree ! \W = ck I oO I ytnea tie United 
States to further Ins Luc 1O nid raise - standard of 11 hat if the bo s 
per ted enter United States t \ LK int heir home and feed 
i 1 t Iter i i tie Higaae tf cieat Oweve il r si 1 i Alle 
W ¢ 1 ( ce ripute r snare Suc! i wTrange4ni¢ Phe record 
I her st t Sergeal W ils sul irried of Vas ! ( December 
2H \) | iis, SS Dal 4nd Nas s¢ ved I { | rite | State Ari Lor 
ADO 0 vear He i e of five ¢l iret vo of Who are { resid y Wi : 
parents H fa er has her the ner ot a sma ruc I I Sine 1 SLO 





States for permane: residence nder set n i3 ( of the Immigration Act of 
1924 It re ipbsence of specia ( Slatin e mav not be permitted to enter 
the | ted States tor permanent residence 

Sergeant Wilson, who is 24 vears old and unmarried, apparently has not 
steps to adopt the subiec vho is 18 vears old. There is no one in the | 
state nder a legal ot VATIOI »SUpPpor he Aalr Vho is pl ea handica 
If the alien desires to further his edueation in this country, he may apply for a 
student visa under section 4 (e) of the Immigration Act of 1924, and, upon proper 
qualification may be issued such visa If he desires to come to this country per- 
manentlyv so that he may enjoy the | igh standard of living here, there i nothing 
mn the record TO WAT It preferring him over the thousar ds ot othe r aliens who 
desire to come to the nited States for the same reason but who are unable to do 
oO because of quota or racial restmctions 

Accor ling \ this Depart? ent Is Inable recolnumend enactmer! ot t he 
’ yoITY 

Sire 


Deputy lftorney Gene 


Senator Francis Case, the author of the bill, has submitted the 
following information in connection with the case: 
AFFIDAVIT 


T/Set. Donald E. Wilson, AF 17177802, Headquarters Squadron, 1503d_ Air 
Transport Wing, MATS, APO 226, being duly sworn, states as follows: 





1. I am a technical sergeant in the United States Air Force, serving at Haneda 
Air Base, Tokyo, Japar For the past 50 months I have had Yukio Niimura, a 
Japanese nationa IS vears of a re, inder my care and custody I am desirous 
{ A\ this bov admitted t e Unite i States, where Iw ild edueate him and 

und res} ble for the necessities of life o1 behalf 

He bor Mav 13, 1933, i Tovama ( Tovama Prefecture, Honshu, 
Japar He ta irm as a resu f injuries received during one of the last 
Do! wd f Pokvye Yukio i 1 good understandi: of the Englis} il- 











YUKIO 


associated with American military pe 
garded verv highly by i it! \ ! 
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| l C4 V ae \ \ } 
1) tl Ih il { 
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NIIM1 


110 S e OF B a! } 
DrAR SEN R | I t 

morning’s mai It was inde 1 welc 

congressional action I! e near I ! 


I am afraid that I ean add but 
sent vou 
Regardit 


March 1952 He has already passed 





Meiji University which majors in con 
by the same missionary board as 1 
The choice of attending a commer 
mendations of pt esslonal advise! 
It was the opi ) of his advisers t 
as it was felt a e was best qualine 

On the 7th of November 1951. I w 
\ IK1O iss been living Witl l NI 
him In these past 2 mo! e ha 
as &a member otf the \ 

A check with mv organiza fi 
June | getting to 1 DO ) 
as it seems to change from dav t la 

sincerely 
Headquarte Squadron §S 


The committee, after consideration of all 


the option that the bill (S. 186 


RA 


aus 
~~ 
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HEIDI GERALDINE CONNELL) 


20, 1952 C‘ommitted to the ( 


Mr WALT! R, from the Committee on the Judieiat V, SUbmItted the 


follow Wie 


REPORT 


Lo i i ~ Aalal 
The Committee on the Judiciary. to whom was referred the bill 
S. 2066) for the relief of Heidi Geraldine Connelly, having considered 


the same, report favorably thereon without amendment and recom- 
mend that the bill do pass 


PURPOSE OF THE BILI 


The purpose of the bill is to provide for the admission into the 
United States of a MMnor child who has been adopted by Capt and 
Mrs. Chester C, Connelly, who are citizens of the Unite d State S. The 
child would be considered to be a honqguota WnMigrant, which is the 
status normally enjoved by the alien minor children of United States 
citizens. 


GENERAL INFORMATION 


The beneficiary of the bill was born in Germany on July lv, 1950, 
and has been adopted by Capt. and Mrs. Chester C. Connelly, who are 
native-born citizens of the United States. 

Senator Thomas C. Hennings, Jr., the author of the bill has sub- 
mitted the following information in connection with the case: 

UNIT! STATI SENATE 
Nove 
The Honorable Par McCarran, 
Chairman, Committee on the Judicia 


Senate Office Bu 
DEAR SENATOR: Supplementing my letter to f October 29, in wl I 
furnished pertinent information regarding Heidi Geraldine | se 
behalf I introduced S. 2066, now before the Stand Subcommittee on Immigra- 


tion and Naturalization, I have just received a letter fr Captain and Mrs. ¢ - 


2 HEIDI GERALDINE CONNELLY 


nelly stating that the original copy of the adoption contract which they had 
mailed to me was lost with a plane at sea, and enclosing a duplicate certified con- 
firmation of the adoption contract. 
I am enclosing a copy of that confirmation of adoption for your consideration. 
The Connellys are scheduled to return in March, so that you can well appreciate 


their eagerness to obtain a visa for their adopted child. 


‘ 


Once again, may I take the liberty of emphasizing the merits of this case and 
: 
| 





of expressing the hope that the committee will see its way clear to extending it 
prompt and favorable consideration. 
Sincerely yours, 
Tuos. C, HENNINGs, JR., 
lnited States Ne nate. 


[Translation] 


> 


AMTSGERICHT B 2 (Locan Districr Courr?r), 
Karlsruhe, October 11, 1951. 


IVI SBAIAD 


Subject: Guardianship of Maria Ilona Schaaf, born on July 17, 1950, at Schwi- 
bisch-Gmiind 

1. This court hereby confirms the adoption contract, made in the form of a 
public instrument—5 H 230/51—on February 12, 1951, before Notariat V. 
Karlsruhe, between the married couple, Capt. Chester Connelly, of Karlsruhe, 
Siidliche Hilda Promenade 2, and Mrs. Leah Connelly, on the one hand, and 
Maria Ilona Schaaf, a minor, born July 17, 1950, at Schwiéibisch-Gmiind, on the 
other hand. 

The appropriate authorization of the high commissioner prescribed by article 2 
of law No. 13 of the Allied High Commission, APO 757—A, Frankfurt, has been 
filed with this court. 

2. Copy issued. 

(Signed) Dr. Simon, 
Copy issued by the clerk. 
[SEAL] 
(Signed) Beck, ap. JI (Jnspector). 


I, Paul Schroder, of Karlsruhe, Sternberg Strasse 17, sworn interpreter and 


translator in the Karlsruhe Landgericht (provincial court) district, being fully 
conversant with the German and English languages, certify that the above is a 
true and accurate translation of the original paper in German. 

[SEAL] Signed) PavunL ScHRODER, 


KARLSRUHE, GERMANY, October 12, 1951. 


UnirEp STATES SENATE, 
October 29. 1941. 
The Honorable Par McCarran 
Chairman. Committee on the Judiciary. 
Senate O fhice Building. 


Dear Senator: In reply to your letter of October 22, informing me that 8. 2066 
which I introduced for the relief of Heidi Geraldine Connelly, has been referred 
to the Standing Subcommittee on Immigration and Naturalization. Since the 
standard series of questions do not seem to apply in this instance, I am taking the 
liberty of submitting the following information which appears to me to be pertinent. 

1. Heidi Geraldine Connelly (born Maria Ilona Schaaf) is the adopted child of 
Capt. Chester C. Connelly and his wife. She was born in Germany on July 17, 
1950. While the adoption has been approved unofficially, Captain and Mrs. 
Connelly are awaiting final adoption papers and both have in the past 10 months 
that the child has lived with them become extremely attached to the child An 
examination at the American Hospital in Germany has pronounced the child as 
normal and healthy physically and mentally ‘‘very alert.” 

2. Capt. Chester Clayton Connelly and his wife (nee Leah Geraldine Iams) are 
both natural-born citizens of the United States, the former born in Solon, Iowa 
(Johnson County), July 12, 1911; and the latter in Genera, Ohio (Hancock 
County) September 23, 1916 

3. Captain Connelly is a Reserve Army officer on extended active duty in the 
European theater. His home is at Dixon, Mo., where he owns a farm, and every- 
thing indicates that he would be well able to provide for the adopted child. The 
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and the prospect of their separa 


‘rom the foregoing, | am sure \ 
of this case, and I am earnest hopef 


favorable consideration. 


Sincerely yours, 


The committee, after consideration Ot ali the tact In the ca 
of the opinion that the bill (S. 2066) should be enact 
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The Committee on the Judiciary, to whon 


S. 2067) for the relief of Maria Weiland 
report favorably thereon without amendment and re 


the bill do pass 


PURPOSE Of} rH I 


hay inh 


Wis 


CORnSILG 





( REPORT 


' N 


0. 224] 


The purpose of the bill is to orant to the minor udoptled child of 
United States citizen serviceman and his wife the 


immigrant which is the status normally 


children of United States citizens 


GENERAL INFORMA 


The beneficiary of the bill was born tn 
1951, and has been adopted by Lt. and Mrs. John P 
citizens of the United States 
letter dated March 26, 1952, to the 


A 


Committee on the Judiciary from the Deputy 


reference to the ease reads ns follows 


He 


( 


Par MeCarr 


hai 


tt 
) / 
Nivyf \ 5] 1). ¢ 
NATO! Th I J . 
ati } S. 9067 
tI lid gra ’ 
er t nter | 1S 
t Tray rratl i 
as bor Cy i 
| r adoptiy al 5. J 
| adoption proceed 


eNyON ec 


ION 


t 
st 


ry 


German 


eha 


~ 


2 MARIA WEILAND 


20, 1951, and she is new officially known as Maria Fowler. Lieutenant Fowler 
was born in Los Angeles, Calif., on April 15, 1921, and Mrs. Fowler was born in 
Junction City, Kans., on September 14, 1913. According to Mrs. John C. Burns, 


Junetion City, Kans., her son-in-law, Lieutenant Fowler, was inducted into the 
United States Army about 1940 and her daughter, Mrs. Fowler, was married to 
Lieutenant Fowler in 1949 She stated that the alien child was about 1 month 
old when she was received from the hospital for adoption According to Mri 
Burns this is the third child Lieutenant Fowler and his wife have adopted in 
(sermany 

The child I> chargeable To the Crerman quota, which Is Oversubsc ribed al ad al 
mmigration visa is not readily obtainable Adopted children are ineligible for 
the issuance of nonquota immigration visas under section 4 (a) of the Immigration 
Act of 1924. In the absence of general or special legislation she will be unable to 
nter the United States for permanent residence at this time 


i ‘ 


Whether, under the circumstances in this case, the general provisions of tl 
immigration laws should=be waived, presents a question of legislative policy 
concerning whicl this Department prefers not to make ar Vv recomme! dation . 
Should the bill receive favorable consideration, however, it is suggested that it 

tI 


be amended by deleting all after the enacting clause and substitutior e following 
That for the purposes of sections 4 (a) and 9 of the Immigration Act of 192 : 


as amended, the minor child, Maria Weiland, shall be held and considered to be 
the natural-born child of First Lieutenant and Mrs. John P. Fowler, citizens of 
( | ited States 


Sicere l\ 


\. Devirr VANECH, 
Deputy Attorr 1 General 


: The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 2067) should be enacted. 
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JuxeE 20. 1952.—Committed to the Committee the W 


Mr. Wa trer, from*the Committee on the Judiciarv, submitt he 


following 


REPORT 


The Committee on the Judie lary, lo whom was Lt the b i 
(S. 2084 for the relief of Mathilde Kohat Halebian, has * CONSIGeTe?e 
the same, report favorably thereon without amendmet \ om 
mend that the bill do pass. 


PURPOSE Ol HE BILI 


The purpose of the bill is to grant the status of permanent residencs 
in the United States to Mathilde Kohar Halebian The bill provides 
for an appropriate quota deduction and for the payment of the 
required visa fee and head tax 


GENERAL INFORMATION 


The beneficiary of the bill is without nationality, havin een Dorn 
in Egypt in 1927 of Armenian parents. She last entered the United 
States as a student on February 11, 1948. She has completed her 
college work and is now employed in the First National Bank, Weiser, 
Idaho. 

A letter dated April 7, 1952, to the chairman of the Senate Com 
mittee on the Judiciary from the Deputy Attorney Gener 
reference to the case reads as follows: 


i 2 
Hon. Par McCarran, 
Chairman. Comm ee on th se 
( nited States Senate Mh ashingtor j) 

My Dear SENATOR: This is in response 
Department ot Justice reiative to it t s 204 tor tt Ma 
Kohar Halebian, an alien The bill would 
{ nited States 

The files of the Immigration and Natura Service oO 1) 


disclose at Miss Halebiar b native 


LTA TLITY Yur Yr s\Y 


2 MATHILDE KOHAR HALEBIAN 


born on January 27, 1927 She is of the Armenian race. She was last admitted 
to the United States on February 11, 1948, at New York as a student. She was 
granted extensions of stay until July 7, 1949, after which she remained without 
authority She attended the College of Idaho, Caldwell, Idaho, from the summer 


of 1948 until 1950. She is presently emploved as a bookkeeper at the Weiser 
branch of the Idaho First National Bank, Weiser, Idaho, at a salary of $170 per 
month plus Christmas bonus of 10 percent of her gross pay. On May 22, 1949, 
she filed an application for adjustment of her status under section 4 of the Dis- 


placed Persons Act of 1948. “This application was denied on July 27, 1951, on 


the ground the alien had failed to establish her eligibility as a displaced person 

Miss Halebian’s entry into the United States was sponsored by a Mr. LeVelle 
Barton, a citizen of this country. She met Mr. Barton while he was serving in 
the United States Armed Forces in Egypt attached to the Quartermasters Depart- 
ment in Cairo. He and Mrs. Barton defrayed her expenses during the period she 


attended college. She states that having been born of Armenian parents she did 
not acquire Egyptian citizenship at birth and is therefore now stateless. Her 
parents reside in Egypt where her father operates a shoe store. She stated that 


she had registered as an applicant for an immigration visa under the quota a few 
vears prior to the issuance of her student’s visa. Her name was removed from 
the list upon issuance of her student’s visa, 

The alien is chargeable to the quota for Egypt which is oversubseribed and an 
immigration visa is not readily obtainable. In this respect, her case is similar 
to those of many others who desire to enter the United States for permanent 
residence. The record, however, fails to present sufficient considerations to justify 
granting the alien a preference over others in like circumstances. 

Accordingly, this Department is unable to recommend enactment of the 
measure, 

Sincerely, 
A. Devirr VANECH, 
Deputy Attorney General 


Senator Herman Welker, the author of the bill, has submitted a 
number’ of letters and affidavits in connection with the case, among 
which are the following: 

Tue Crry or WEISER, IDAHO, 
OFFICE OF THE Mayor, 
Se ptembe r7, 1961. 
Hon. Senator HERMAN WELKER, 
United States Senate, Washington, D. C. 


Dear Senator WELKER: I am writing to you on behalf of a particularly well 
qualified individual who in the past 3 years has been a respected young member 
of this community. 

I am writing in behalf of Miss Mathilde K. Halebian. Miss Halebian gained 
entry into this country for purposes of furthering her education and arrived in 
Weiser, Idaho, on February 14, 1948, and has since had 2 vears of schooling at 
the College of Idaho, located at Caldwell, Idaho. She has been in the custody and 
care of Mr. and Mrs. LaVelle Barton, both long-time and respected residents of this 
community, and they are most desirous of continuing to make a home for Miss 
Halebian. Naturally they want her to take her rightful place in this American 
community. 

It has been brought to my attention that Miss Halebian actually has no country 
at this time. She was born 24 vears ago in a foreign country of Armenian parents 
and came to this country from Egypt. If Miss Halebian were to return to Egypt 
at this time due to her particular race, she would be subject to persecution and 
continuous insults due to the faet that she is not an Egyptian. After World 
War II took place, race and religious discrimination has been far more acute 
and damaging in Egypt than ever befor As a result of World War II, Egypt 
became completely independent of British rule and consequently those who do 
not belong to the Arab race or religion, to which Miss Halebian doesn’t belong, 
have no security nor defense. Miss Halebian naturally being an Armenian is 
under Russian regime Consequently it is the least of her desires to have to return 
to the country of her nationality and there come under the Soviet Union rule, 
Consequently, it is very much a fact, that due to the political changes since 
World War II, that Miss Halebian has become a person without a country. 

I would like to go on record as most emphatically recommending that Miss 
Halebian be granted the relief requested in Senate bill S. 2084 and allowed to 
remain in this country in the care and custody of Mr. and Mrs. LaValle Barton. 
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STATE oF IpaHo 
County of Washington, ss: 


Lavelle Barton, being first duly sworn, on oath deposes and says: That he is a 
citizen of the United States by birth and his present residence is in Weiser, 
Washington County, Idaho; that he makes this affidavit for and on behalf of Miss 
Mathilde Kohar Halebian in regard to Senate bill S. 2084 for the relief of Miss 
Na | Kohar Hal bian: that for the purposes of the immi rration and naturali- 


t 


zation law, that Mathilde Kohar Halebian be held and considered to be lawfully 
admitted 1 the United States for permanent residence as of the date of the 
f this act upon the payment of the required visa fee and head tax. 
ke iis recommendations on the following ground 

fiant has known Miss Mathilde Kohar Halebian for the past 7 years 
are many reasons that this affiant believes that she should be given 
ideration in Senate bill S. 2084: 

1944 Miss Mathilde Kohar Halebian worked as a stenographer for the 
tates Air Force, at Payne Field, Egypt, in the Radio Supply Section, of 


vhich this affiant was the noncommissioned officer in charge; Miss Halebian’s 





work and conduct in this position was superior and she received much praise from 

e officers in charge. Consequently her employment did not terminate until the 
United States Air Force abandoned the installation at Payne Field, Egvpt; 

That this affiant became acquainted with Miss Halebian’s parents shortly 
before returning to the United States, which resulted, after this affiant’s return 
to the United States, in correspondence between this affiant and this affiant’s 
wife and the Halebian family in Egypt Miss Mathilde Kohar Halebian ex- 

i and this affiant and 
his wife decided to sponsor Miss Halebian as a student and a visa was granted 
whereby Miss Halebian came to the United States and arrived in New York City 
on February 11, 1948, as a student under the provisions of 4—E of the Immigration 
Act of 1924; and that Miss Halebian thereafter arrived in Weiser, Idaho, on the 
l4th day of February 1948, and has ever since that time resided within the State 
of Idaho 

That after Miss Halebian arrived at Weiser, Idaho, she attended the College of 
Idaho in Caldwell, Idaho, for two full school terms and one summer term and 
that, while at the College of Idaho, Miss Halebian was recognized as a very out- 
standing student scholastically, and she was also recognized as being very popular 
in school and civic activities; 

That at the present time, and for the past vear and a half, Miss Halebian has 
been emploved at the Weiser branch of the Idaho First National Bank in Weiser, 
Idaho, and is considered by the manager of this bank as a very excellent employee, 
and is also very highly thought of by her fellow emplovees in the bank: 

That this affiant has found Miss Halebian’s parents to be very fine people 
of moderate circumstances and that they are not citizens of Egypt and their 
daughter, Miss Halebian, although being born in Egypt, is not a citizen of the 
country of her birth; that having recognized the fineness and sincerity of the 
Halebian family, and t unquestionable high moral and honest character of 
Miss Halebian, this affiant wishes to go on record as highly recommending Miss 
Mathilde Kohar Halebian as a fine type of person and an excellent prospect as a 
citizen of the United States 
Dated this 15th day of October 1951 


pressed her desir manv times to come to the United States 








LALLELLE BARTON 
Subseribed and sworn to before me this 15th day of October 1951 


ISEAL] Haroup L. Ryan 
Notar / Public res ding at Wetser Idaho 


My commission expires May 17, 1954 
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MIGUEL NARCISO OSSORIO 


June 20, 1952.— Committed to the Committee of the Whole House and order 


to be printed 


Mr Walter, from the Committee on the -ludieiary submitted the 


following 


REPORT 
{To accompany 8. 2334) 


The Committee on the Judiciary, to whom was referred the bill 
(S. 2334) for the relief of Miguel Narciso Ossorio, having considered the 


same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILI 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Miguel Narciso Ossorio. The bill provides 
for an appropriate quota deduction and for the payment of the 


required visa fee and head tax 


GENERAL INFORMATION 


The beneficiary of the bill is a 41-year-old native and citizen of the 
Philippine Islands, who was originally admitted to the United States 
for permanent residence on June 12, 1935. He returned to the 
Philippines in 1937 and dast arrived in this cauntry on July 30, 1945, 
as an evacuee from the Philippine Islands. He was certified by the 
United States Public Health Service as being afflicted with epilepsy 
He has been paroled into the United States to be with his parents and 
for the purpose of obtaining medical treatment. His parents are 
naturalized citizens of the United States and he also has five brothers 
residing in this country who are United States citizens. He appears 
to be fully self-supporting inasmuch as he has an income of $20,000 
a vear 

A letter and memorandum dated Vilarch 17, 1952, to the chairmar 
of the Senate Committee on the Judiciary from the Deputy Attornes 
General with reference to the ease, reads as follows 


- 





2 MIGUEL NARCISO OSSORIO 


Marcu 17, 1952. 
Hon. Par McCarran 
CC} vrman, Committee on the Judi wary 
United States Senate. Washi ngton i) ..¢ 


i 
Department of Justice relative to the bill (S. 2334) for the relief of Miguel Narciso 
The bill would 


My Dear Senator: This is in response to your request for the views of the 





Ossorio (Ossario), an alien grant Mr. Ossorio permanent residence 
in the United States 

There is attached a memorandum prepared by the Immigration and Naturaliza- 
tion Service of this De partment setting forth the facts in the case 

As a person afflicted with focal seizures of traumatic origin (cerebral hem- 


rrhage) class B, Mr. Ossorio is mandatorily excludable from the United States 

ler section 3 of the Immigration Act of February 5, 1917 Che ninth category 
vf section 3 of that act renders excludable persons who are foul d to be and are 
certified by the examining surgeon as being mentally or puysically defective, such 
phvsical defeets being of a nature which may affect the ability of such alien to earn 
nHliving F MI Ossorio, however do shot appear lik l\ to become a pub ir charges 

Whether, under the circumstances in this ea the general provisions of the 

migration laws should be waived presents a question of legislative poli con 
eerning Wiil Depart cht prefers not to mina il recotmnmendatiol 

“1 el 1 
Deivirr VANECH 
Dep lttorney General 

\IEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 

SeRVICE Fines Re Miguet Narciso Ossorio, BENEFICIARY OF SS, 2334 

\ir. Ossorio is a native and citizen of the Philippine Islands who was born on 
October 20, 1910 He was admitted into the United States for permanent 

sidenee at Butfalo, N. Y., on June 12, 1935 In 1937 he returned to the Philip 
pine Islands in order to reside there with his mother He last arrived in the United 
States at Sar Franciseo, Calif., on July 30, 1945, when h apphed for admission 
into this Country as an evacuee from the Philippine Islands without a valid visa 
or passport He was referred to a board of special inquiry, which, after hearings, 
ordered him excluded on the ground that he was afflicted with epilepsy He was 
certified by the United States Public Health Service as afflicted with epilepsy, 
class A, with a mental deterioration, \ medical board on August 4, 1945. affirmed 

< certificeatior On August 20, 1946, another medical board ayt { with the 


certification of the previous board 
the alien was subsequently paroled to his parents in order to receive medical 
treatment in the United States, and on November 5, 1946, the Commissioner of 


he Immigration and Naturalization Service ordered that his parole into the 
ted States be extended for a period of 1 vear, upon there being posted on his 
behalf &a mal nanee of status and cd part ure bond in the sum of SL.000 ()) 
March 21, 1947, the Board of Immigration Appeals directed that the hearing b 
reopened in the alien's ease for the purpose of developing further evidence to 
letermine whether he might be considered a returning resident The reopened 
hearing was condueted on April 25, 1947, as a result of which the board of special 
nquiry coneluded that the alien had abandoned his domicile in the United States 
1937 


At a subsequent reopened hearing there was introduced into the record a certi- 
fication by the Medical Board of the United States Public Health Service showing 
that the alien had been examined on May 19, 1948, and was found to be afflicted 
with foeal seizures of traumatic origin (cerebral hemorrhage), class B The 
certification further stated that the disability of the alien was permanent, that it 
rendered him incapable of performing ordinary physical or manual work and that 
he required a personal attendant at all times. On October 12, 1948, the alien’s 
admission into the United States was authorized for a period of 6 months under the 
ninth proviso to section 3 of the Immigration Act of 1917, which authorizes the 
admission of otherwise inadmissible aliens applying for temporary admission 

Mr. Ossorio is residing with his mother in Greenwich, Conn. His father also 
resides in the United States and both his father and his mother are naturalized 
citizens of this country. He has five brothers residing in this country who are 
citizens thereof, some of whom have served in the Armed Forces of the United 





States. He has no close relatives residing in the Philippine Islan While the 
record indicates that Mr. Ossorio’s condition has improved, he still requires a 
personal attendant at all times. Since he has a private income of approximately 
$20,000 per vear he is fully self-supporting His income is derived from invest 


ents in the United States. 


MIGUEI NARCISO OSSORLTO 3 


Sehator Brien Nile Mahon, the author of the bill has Submitted tl 
following additional information m connection with the cas 
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The committee, after consideration of all the facts in the case . 
of the opinion that the bill (S. 2334) should be enacted 
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JIMMY LEE DAVIS 


JUNE 20, 1952.—Committed to the Committee of the Whole House and ordered 


to be prints d 


Mr. Waurer, from the Committee on the Judiciary, submitted the 


following 


REPORT 


The Committee on the Judiciary to whom was referred the bill 


al i 


S. 3007) for the relief of Jimmy lee Davis, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILI 


The purpose of the bill is to grant a waiver of the aehal ba ler to 
admission into the United States im behalf of a mimor half-. awpathese 
child adopted by United States citizens. The child would be con- 


sidered to be a nonquota immigrant which is the status normally 


enjoved by the alien minor children of citizens of the United States 


GENERAL INFORMATION 


The beneficiary of the bill was born in Japan on December 18, 1950, 
of a Japanese mother and an unknown American soldier. He has been 
adopted by net and Mrs Billie Davis who are citizens of the United 
states. 

Senator Robert ‘a Kerr, the author of the bill, has submitted a 
number of letters and documents in connection with the bill, among 
which are the following 

APO 712, Care or PosTrMasrTe! 
San Frar Calif... J 5 
Hon. Roperr S. KERR, 
United States Senate, Washington, D. ¢ 


DrEAR SenatToR Kerr: My wife and I hav istody of a minor child, Ji \ 
Lee, born on December 18, 1950, of partial oriental parentage Viv wife, Louella, 
and I want to take this child to the United States for adoption in Lawton, Okla., 


our home. 
I am temporarily residing in Japan on active duty with the United States An 
Information furnished me was to the effect that a nto the | ted St 











2 JIMMY LEE DAVIS 


of an alien minor child might be accomplished by private act of Congress. In 
this connection copy of Private Law 530, Eighty-first Congress, has been fur 
nished me. This act provides for admission into the United States and also 
bestows citizenship upon an alien minor child under circumstances similar to ours 
Copy of this act is attached for vour ready reference together with draft of pro 
posed private law in favor of the minor child we now have in our custody. The 
birth certificate of this child bears the name Shigami Kawada; however, we will 
have the child adopted in the name of Jimmy Lee (Jimmy is the English transla 
tion of Shigami 

Ineclosed herewith please find copy of agreement for adoption, executed before 
the vice consul of the United States of America; copy of Private Law 530, Kighty- 
first Congress; draft of proposed private law; letter from Chaplain Daley; medical 
certificate issued by the Tokyo General Dispensary; letter from the custodian, 
Grant Heights housing area; letter from finance officer, who is also my command- 
ing officer; joint statement from the two military police attached to the security 
office, who found the baby; together with picture of my wife, my 12-year-old son, 
and mvself, taken July 26, 1951. You will note my wife is holding the baby we 
want to adopt. 

It will be highly appreciated if you will introduce a bill providing for admission 
into the United States and for citizenship of Shigami Kawada, the minor child 
now in our care and custody. 

I have been in the United States Army for 16 vears and maintain my residence 
at Lawton, Okla. My wife is the daughter of Mr. and Mrs. E. C. Epps, Chatta- 
nooga, Okla. 

Assuring vou of my appreciation for vour help in this matter and anticipating 
your reply, I am, 

Sincerely vours, 


t 


gt. Bintik Davis 
Nine enclosures: 

|. Copy of agreement for adoption. 

2. Copy of Private Law 530, Kighty-first Congres- 

3 Proposed private law, 

Letter from Chaplain Daley 

» \ledical certificate. 


6. Letter from Custodian, Grant Heights (place of residence 

7. Letter from finance officer, GHQ, FEC ¢who is also his commanding officer 

&. Joint statement from two military police who found baby 

4 Pictures of Sergeant Davis, ms family, and the baby for whom the privat 
ict is request j 

Six HunpreEpD anp TENTH OrRbDNANCE Bast 
ARMAMENT MIAINTENANCE Batrraison 
Tokyo Ordnance Depot, APO 712, July 19, 1951 

Subject: Character reference 
To Whom It Va 4 Cancer? 

Set. Billie Davis RA6264760 has been a member of the Six Hundred and Third 
MO B. A. and F. C. M. Co. assigned to the above organization for nearly 2 vears 


Dunne that period, | have never heard anv criticism from any source concern 


Ing this man 


To my mind, I believe he is a person of the highest moral character: a mat 
that is trustworthy 
He and his wife would provide a vood home for the chitad he wishes to adopt 


Thomas FL Daney 
plain (Captain), Chaplains’ Corps, United States A 


HEADQUARTERS, ToKYO GENERAL DISPENSARY 
Japan Logisricat COMMAND, 


1PO 1052. July 2 19 


Merpical CERTIFICATI 


This is to certify that Jimmy Lee Davis has been examined by us and found to 
be in good health 
His chest X-ray, blood serology, stool examination, and urinalysis are negative 
HARRY Spitz, 
Lie uttenant Colone e Ved cal Co ps Commanding 


Knelosure: Laboratory reports appended 
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HeADQUARTER ND SER EB COMM 
GHQ, FE( APO 500, Eiegur Trot N Two Htunpri 
Tutt \ y | 
Care of Pos iste N / ( / 

To Wom It May Concern 

This letter is being prepared bv the undersigned tune he request of Set. B 
Davis, Six Hundred and Third ABCKN Company, APO 712.) He has re este 
it to use In connection with ar application I Oring al LWiopred 1 fT? Japa 
into the United States 

l am the commanding officer of the area VI nes Billie Da re 
He has lived here with his wife and voung bov for more tha il | 
personally not very well acquainted with Sergea Ds > far a { a da 
contacts ace concerned but [T have made careful inqu t ng | rs a 
they speak very well indeed of Sergeant and My Davis rt elghbor ‘ 
described Sergeant Davis as possessing to a high degree 
honesty, temperance, consideration for others, financial responsibility, and 
considered necessary for parents to have a well-balanced famul r it) 
indicate that Sergeant and Mrs. Davy ta lally aff { a 
good care of the voung adopted baby in question 

Had Sergeant Davis and his family misbehaved any respect a 
reports would have come immediately to this office but of « rse t! part ila 
family is well behaved and no such reports have ever beer pla 


C.LENER Ihe real RTEI | ( wM 
Orr Or Hk (oN ~ | e Apve 
() 
Re Set. Billie Day lawton, Okla. privat \ 
United State 

Hon. Roser S. Kerr 

United States Nene 

Senate Ofhice | fing. W } gtor ». ¢ 


Dear Mk. Kerk: Thank vou for your letter var 2 i 


advise that the private b for entr rit the | ~ 
s Pilive Day = \V hy trod ed } 
Vou Whi forward 4 ) ol 1 re 
re ured ¢ te oO 
Sergeant a \lIrs MaiVis req - ! 
VOUr @ssista ( ~ itte { ( 
introdu i ) prea ) ) if i } 
this legislatio 
Very few ure rate 
Ser int Da ha read pred 
i timiited « ( ot exceed 30 Oo 
With be \ ( 
s} er 
} ( ( () ‘ ( 
IN Hk (oO Vry { ) RT I I ( ‘ c's () 
IN THI MATTEI (>t Pit ADOT LQ) \ 
Now on this 2d da f October 1951 eC sa f : 
lays of the J LOST ter f said « 
petition of Billie Day and Louella Dav I t anid fe, Tor 
a male child born on the Sth day of Decembe You) I Jeay 
parent of aid minor having signe a proper 1 athida 
adoption by the petitioners and the cou L 
CALLSE anid i heard thy ‘ HN ! i 
nder oath, finds tha ( 1 he ¢ I i 
of the ehild k ) i i ! i 
on b he we yrie nro j 








JIMMY LEE DAVIS 


The court further finds that the petitioners herein are each of them suitable and 
proper persons to have the care, custody, nurture, and education of said minor; 
the court further finds that said petitioner desire the name of said minor be 
changed from Shigemi Kawada to Jimmy Lee Davis. 

It is therefore ordered, adjudged, and decreed by the court that the said minor, 
Shigemi Kawada, be and he is hereby decreed to be held the lawfully adopted 
child of the said petitioners, Billie Davis and Louella Davis, and that the name of 
said child be changed from Shigemi Kawada to Jimmy Lee Davis; and that from 
and after the signing of this decree the exclusive custody, care, nurture, and 
education of said child shall be vested in the said petitioners; and that the parents 
of said child, and all persons, are forever barred from claiming the custody or 
possession of said child. 

G. W. Horne, County Judge. 

I, Ollie Fite, court clerk for Comanche County, Okla., hereby certify that the 
foregoing is true, correct, and complete copy of the instrument herewith set out 
as appears of record in the court clerk’s office of Comanche County, Okla., this 
2d day of October 1951. 


Ouuie Fire, Court Clerk. 
\ true certified copy. 


CHARLES A. NYB, 
Major, JAGC, JA, GHO, FEC, APO 500. 
Mr. Morris, the author of a companion bill (fH. R. 8002), also 
recommended the enactment of this bill. 
Upon consideration of all the facts in this case, the committee is of 
the opinion that the bill (S. 3007) should be enacted and accordingly 
recommends that the bill do pass. 


( 
\ 
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Mr. Watrer, from the Committee on the Judiciary. submitted the 


following 


REPORT 


[To accompany s 3008] 


The Commiitee on the Judiciary, to whom was referred the bill 
(S. 3008) for the relief of Karen Christene Eisen Murdock, having 
considered the same, report favorably thereon without wnendment 
and recommend that the bill do pass 


PURPOSE OF THE BIL! 


The purpose of the bill is to grant to the minor adopted child of 
citizens of the Umied States the siatus of a nonquoia immigrant 
which is the status normally enjoved by the alien minor children of 
citizens of the United States 


GENERAL INFORMATION 


The beneficiary of ihe bill was born in Germany on Apri 
and has been adopted by Sgt. and Mrs. David L.. Murdock who are 
citizens of the United States presently in Germany where Sergeant 
Murdock is on duty with our Armed Forces 

Senator Robert S. Kerr, the author of the bill, has furnished 
number of letters and documents in connection with the bill 
which are the following: 


9 1021 
“40, SIL, 


ak 
qINOne 


UNITED STATI SENATI 


Senator Par McCarRRAaAn, 
Senate Office Build nd, Wash nagton, ret 


DEAR SENATOR McCarran: Attached 


i i py 
evidence in connection with S. 3008 which I i { i | i? i \y 10 
I would appreciate it if vou would have the atta ts reviewed a 1 
if it will be necessary to obtain additional evid 
From my examination of the attached evid . a i 


of a married, childless couple, who, while ¢ { ( 


whom they wish to adopt. You wil i 


opserve i 


2 KAREN CHRISTENE EISEN MURDOCK 


a 


end in August, this year, and 1am most hopeful that this legislation will be enacted 
in time for them to bring this child home with them when they return, 
I have contacted Mr. Massey of vour staff, and he has suggested that this 
evidenee be submitted for review as to its sufficienes 
With kindest personal regards, I am 
Sincerely yours, 


Ros’t S. KERR 


PHREE HUNDRED AND ‘THIRTY-FOURTH 
ORDNANCE Depor CoMPaNy, 
APO 46, Care or PosrMastrER, NEw Yort 
Windshiem, January 28, 195 


Senator ROBERT KERR, 











1) R SIR As vou are mv Senator fre ( bDppea ‘ Wil 
mv problen I have tried everything els we have adopted a 
baby while we have bee here Crermal er 5 mo | \ 
told is whet we got her tha Wwe CoO ld ta is wire ro 
duty was up over here Now they tell u t ) Vie she ca ( ter 
the States s ator Kerr, she is ours and we can’t go off and leave ir baby 
We are due to return to the States in August of this vear 

Won't vou please do something so we our baby home with 

We have been married 10 rs and have never had any children of our owt 
and when we find one that we took to our heart, they don’t know when we ca: 
get her home Senator Kerr, Cal " somethin uv b done to help us? 


Maybe you are saying, Why didn’t we adopt one in the States? Senator Wert 
mv husband is in the Army, he is an enlisted man, and the adoption agene 
won't let servicemen have children because they move around too mueh and don’ 
have the securities to put up. 

Senator Kerr, we are appealing to vou to help us 


Mrs. Davin L. Murpoc: 


OrricE OF THE CHAPLAIN, 
SEVENTY-FIRST ORDNANCE BATTALION, 
1PO 46. United States Army. February 21, 19 
Re Mrs. and Master Set. David L. Murdock RA6284408, Three Hundred and 
Thirty-fourth Ordnance Depot Company, APO 46, New York, N. ¥ 
Hon. Roperr Ss. KERR 
United States Senator, Washington, D. ¢ 


DEAR Sir: For the past 5 months it has been my privilege to serve as chaplai 
of the Seventy-first Ordnance Battalion, of which the Three Hundred and Thirty 
fourth Ordnance Depot Company is a part I have been in the home of Sergea 
and Mrs. Murdock many times and firmly believe that their home is definite! 
Christian, their conduct meritorious, and the ove for the el 14 estiol 
tr 1 i I div parents 

Thev have beet permitted under EUCON reg itor to ad 1 H-weel 
old bat girl, which is now 9 months of age Phis d has cot ete fi 1 
that lone place that is alwavs to be found in the childless ma Le It n 
O} on that to permit adoption and the make it so difficult up ( etur 
ber the : f the OY o bring their childre ie ea ene f se 
I f it nhuman and unbecoming of a Christian nation | plore vou 
he i> ( i ull others o vou might influence to alleviate this ea ) 
condith among our Armed Forces abroad 

ie \ CCOTITNE 1 therefore sine there Ss @& possibilits at MM \I 1 
mav be called to the bedside ( aT \ vat tl 4 i i 
t! ise pe romptlyv act | ! ivorab 

Si1lice 
DANIEL P Vy 
Che un (Captain) United Stat lr 


\Ir. Morris, the author of a companion bill (H. R. S008) also reeom 
mended the enactment of this legislation. 

The committee, after consideration of all the facts m the Case, Is 
of the opinion that the bill (S. 3008 should be enacted. 
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SUSPENSION OF DEPORTATION OF CERTAIN ALIENS 


JuNE 20, 1952.—-Committed to the Committee of the Whole House and ordered 


to be printed 


Mr. Waurer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. Con. Res. 76] 


The Committee on the Judiciary, to whom was referred the resolu- 
tion (S. Con. Res. 76) suspending the deportation of certain aliens 
having considered the same, report favorably thereon with amend- 
ments and recommend that the resolution do pass. 

The amendments are as follows: 

On page 24, after line 13, add the following registration numbers 
and names: 

1531462, Szilvassy, Joseph. 

6920123, Ortiz-Torres, Manuel or Manuel Ortiz. 

9632210, Tountasakis, Zania Nikoaos or Zonnis Tountaosakis 
7821493, Ridgeway, Tong Suk Lee nee Lee aka Dong Shuk Lee 
4813240, Gallagher, Marjorie Alice nee Hopkins 

7385522, Haring, Olga Munk 

7385518, Haring, Tibor James. 


Ridgeway ‘ 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval, in accordance with Public Law 863 of the Eightieth Con- 
gress, of suspension of deportation in certain cases in which the 
Attorney General has suspended deportation for more than 6 months 

The purpose of the amendments is to grant approval in five cases 
previously held for further information and to expedite the approval 
of suspension of deportation in the cases of two aliens 


GENERAL INFORMATION 


Since 1940 and prior to July 1, 1948, the law (sec. 19 (c) of the 
Immigration Act of 1917, as amended) provided in substance that 
the Attorney General may suspend deportation and adjust the immi- 
gration status in the United States of certain deportable aliens 
Under this provision of the law aliens subject to deportation on the 
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SUSPENSION OF DEPORTATION OF CERTAIN ALIENS 


so-called technical charges may have their deportation suspended for 
6 months if they are persons of good moral character and if their 
deportation would result in a serious economic detriment to a citizen 
of the United States or legally resident alien, who is the spouse, 
parent, or minor child of such deportable aliens. This privilege does 
not run in favor of persons subject to deportation for the serious 
causes such as on the ground of being a political undesirable, a nar- 
eotic-law violator, a criminal, an immoral person, ete. 

Since 1940, such suspensions of deportation accorded by the Attor- 
ney General were subject to review by the Congress. If within a 
designated period of time the Congress did not pass a concurrent 
resolution stating in substance that the Congress did not favor the 
suspension of deportation, the suspension was final and the status of 
the alien involved was adjusted to that of a permanent resident. 

Since July 1, 1948, under the provisions of Public Law 863, Eightieth 
Congress (62 Stat. 1206; 8 U.S.C. 155 (c)), affirmative congressional 
action in each individual case is required before the suspension of 
deportation granted by the Attorney General could become final and 
the status of the alien could be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 458 cases. One hundred 
and fifty-six cases included in the concurrent resolution were among 
327 cases referred to the Congress on September 4, 1951. Of the 327 
cases referred to the Congress on September 4, 1951, 7 cases have been 
withdrawn by the Attorney General and 164 cases have been held for 
further study and investigation. One hundred and _ thirty-three 
cases included in the concurrent resolution were among 299 cases 
referred to the Congress on September 14, 1951. ul the 299 cases 
referred to the Congress on September 14, 1951, 2 cases have been 
withdrawn by the Attorne ‘vy General; 1 case has been n approved by the 
committee, and 163 cases have been held for further study and 
investigation. One ceadiond and twelve cases included in the con- 
current resolution were among 224 cases referred to the Congress on 
October 1, 1951; 3 eases have been withdrawn by the Attorney 
General; 2 cases have been approved by the committee, and 107 cases 
have been held for further study and investigation. Thirty-four 
cases included in the concurrent resolution were among 79 cases 
referred to the Congress on October 15, 1951, 2 cases have been ap- 
proved by the committee, and 43 cases have been held for further 
study and investigation. 

One case included in the concurrent resolution was referred to the 
Congress on April 2, 1951; 2 cases were referred on April 16, 1951; 
6 cases were referred on June 15, 1951; 4 cases were referred on July 2, 
1951; 2 cases were referred on July 16, 1951; 1 case was referred on 
August 1, 1951; 1 case was referred on August 15, 1951; 2 cases were 
referred on January 15, 1952:3 cases were referred on March 17, 1952; 
and 1 case was referred on May 1, 1952. 

In each case which is recommended for approval, a check has been 
made to determine whether or not the alien (a) has met the require- 
ments of the law, (6) is of good moral character, and (c) is possessed 
of strong equities which would warrant the suspension of deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution (S. Con. Res. 7€), as amended, 
recommend that the concurrent resolution do pass. 


a 
7 
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Mr. Grauam, from the Committee on the Judiciarv, submitted 


follow neg 


REPORT 


The Committee on the Judiciary, to whom was referred the 
H. RK. 1126) for the relief of Erkki Mainio Sakari Salo, having ¢ 
sidered the same, report favorably thereon without amendment 
recommend that the bill do pass 


PURPOSE OF THE BII 
The purpose of this bill is to grant the status of permanent 
dence in the United States to Erkki Mainio Sakari Salo The 


also provides for the payment of the required visa fee and head 
and for the appropriate quota deduction 


GENERAL INFORMATION 





The pertinent facts in this case are contained in a letter from. the 
Deputy Attorney General to the chairman of the Committee on the 


{ 


Judiciary, dated July 18, 1951, which letter reads as follows 


g ) 
Hon. EMANUEL CELLER, 
House of Revreseatatioes. Washinel » 

My Dear Mr. CuaitrMan: This is in respor 
the Department of Justice relative to the | H.R 4 
Mainio Sakari Salo, an ali 

The bill wo ld iT ha ler) Nia _ ma 
have been lawfully admitted to the Unit s 
the date of its enactment, upon pavinent I 1 il i ea 
It would also direct the Secretar Ista tl t ff 
deduct one number from the appropria 





° ERKKI MAINIO SAKARI SALO 


Alajarvi, Vaasanlanni, Finland, on September 11, 1917 He last entered the 
United States at the port of New York, N. Y., on March 24, 1947, being admitted 
for a period of 6 months, for the purpose of studying music at the Julliard Music 
School, in New York, N. Y. He did not enroll as a student in the above school, 
but proceeded to the home of Mr. William Franti, at Renton, Wash., who paid his 
transportation expenses to the United States, where he eventually obtained 
employment 

Mr. Salo states that he has no assets and is using his current earnings to liquidate 
debts for money advanced to him during his period of unemployment. He has no 
relatives or dependents in the United States. Mr. Salo was the subject of deporta- 
tion proceedings initiated on July 23, 1947, as a result of his failure to maintain 
the exempt status under which he was admitted. He was found to be deportable, 
and given 3 months in which to leave the United States. He failed to depart, 
however, and on January 19, 1950, H. R. 6884 was introduced in his behalf in the 
Kighty-first Congress. He subsequently made application for an adjustment 
in his status pursuant to section 4 of the Displaced Persons Act of 1948 upon 
the basis that he would be subject to persecution by Finnish and Russian author- 
ities because of his activities in the Finnish-American Society, prior to his depar- 
ture from Finland. His application was denied on August 17, 1950, upon the find- 
ing that he is not displaced from his native land because of fear of persecution 
on account of his race, religion or political opinions. 

The quota for Finland, to which the alien is chargeable, is oversubscribed, and 
an immigration visa is not readily available. The record, however, presents no 
facts which would justify the enactment of special legislation granting the alien 
a preference over other aliens who remain abroad and follow the procedure pre- 
scribed by law in obtaining entry into the United States. 

Accordingly, this Department is unable to recommend enactment of the 
measure 

Yours sincerely, 
PryTON Forp, 
Deputy Attorney General. 


Mr. Jackson of Washington, the author of this bill, appeared before 
a subcommittee of the Committee on the Judiciary and recommended 
the enactment of his measure, submitting the following letter in 
support of the bill: 

HELSINKI, May 6, 1949. 

Mr. Erkki M. Sakari SALo 

Goop BrotTHEeR: You possibly have gotten tired of waiting because of such 
a long delay of my answer. However, the fault is not in me. It was impossible 
for me to acquire your Criminal Record excepting through the prosecuting attor- 
ney, and as Judge Kunnas was ill at his resort in Sysmié, I was compelled to wait 
patiently as I possess no other acquaintances in this capacity. I anticipate that 
these papers will now be of help to you. As you comprehend, the acquirement of 
more official certificates in existing circumstances is practically impossible. The 
certificate which I have sent to your representative is of such character which I 
can submit with full consideration on my part in spite of consequences what they 
may be. I could possibly have entered into it for my official ‘‘title’’ as a former 
State Treasurer, because all ave now “‘former’’ in spite of their faults and credits 
We arrived hére to the conclusion that this procedure, in spite of all, is the best. 
As I said, it is to be hoped that vou may be helped 

I hereby certify that the above letter is a true translation of the original Finnish 
letter 


2830 West Sixtyv-fourth Street, Seattle 7, Washington, May 21, 1949 


[SEAL] Rev. Orro Kaarro, Suomi Synod Pastor 


I hereby certify that engineer Erkki M. Sakari Salo from City of Helsinki 
born 11.9.1917 in Alajirvi, Province of Vaasa), previous to his departure to 


\merica, resided in my home through longer period of time. He is a member of 
the Finnish-American Society, members of which organization were held by the 
Government Police, examined, and considered politically unreliable. In like 


manner I can certify that Erkki M. Sakari Salo was at two different times the 
object of search in my home in the first part of March 1947 while he was visiting 
his home in said Alajarvi: he was also sought once even after he had left Finland 
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Having received warnings from his comrades and friends, out of fear he as 
finally compelled to suspend his residence in my home and rema 

his friends until he fled to Turku and from there to America \fter ma 

cessful efforts, by assistance of his friends and acquaintances, he was fina il 
to secure the foreign passport for sailing abroad There rema 

question concerning warrant of freedom and | MI. Sakari 


if he should now return to Finland 
Helsinki, Mav 4, 1949 


I ~ \ 
) ( / 

The signature of Director Elis Sipilé atte Ha I 
fourth notary public of the ecitv of Helsn 

[SEAL] 
To Whom It Vay Concern 

I hereby certify that the above certificate a true translat } I i 
Finnish certificate 

2830 West Sixty-fourth Street, Seattle 7, Wast Mav 11, 1949 

[SEAL] Rev. Urro Kaart Suomi Synod P. 


t 


Upon consideration of all the facts in this case, the committee ts 
of the opinion that H. R. 1126 should be enacted and accordingly 
recommends that the bill do pass. 


fo 
YX 
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to be printed 


Mr. Witson of Texas, from the Committee on the Judiciarv, sub- 


I cll , i 


mitted the follow ing’ 


REPORT 


To accompany HH R 1159) 


The Committee on the Judiciary, to whom Was referred the bill 
(H. R. 1159) for the relief of \Irs Helga Josefa Wilev, having econ- 


sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass 


PURPOSE OF THE BILI 


The purpose of this bill is to waive one exclusion clause of our 
immigration laws, concerning the commission of a crime involving 
moral turpitude, in behalf of the wife of a citizen of the United States. 


GENERAL INFORMATION 


The pertinent facts in this case are set forth in the following letter 
from the Deputy Attorney General, dated May 15, 1952, to the 
chairman of the Committee on the Judiciary 


DEPARTMENT OF JUSTICI 


Hon. EMANUEL CELLER, 
Chairman, Comn tter on the J j lic ary 
House of Representatives, Was naton. D. ¢ 


4 


My Dear Mr. CuarrMan: This is in response to vour request for the viet f 
the Department of Justice relative to the bill (H. R. 1159) for the relief of Mr 
Helga Josefa Wiley, an alien The bill would render the provisio1 ay se 
eleventh category of section 3 of the Immigration Act of 1917, as amended icl 


excludes from admission to the United States persons who have been convicted 
of or admit the commission of a crime involving moral turpitude ry to 
Mrs. Helga Josefa Wiley, the German wife of Harold Wiley, a United States citizen 
and member of the United States Armed Forces, with 





ee 
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MRS. HELGA JOSEFA WILEY 





or admission of the commission of any crime in her case of which the Departments 
of State and Justice have knowledge on the date of its enactment. 

A memorandum prepared by the Immigration and Naturalization Service 
setting forth the facts in the case is attached. 

Mrs. Wiley, because of her conviction of petty theft, is inadmissible to the United 
States under the eleventh category of section 3 of the Immigration Act of Febru- 
ary 5, 1917 In the absence of special legislation she will be unable to join her 
husband in the United States. 

Under the circumstances whether the general provisions of the immigration 
laws should be waived in the case of Mrs. Wiley involves a question of legislative 
policy concerning which this Department prefers not to make any recommendation. 

Sincerely, 
A. Devirr VANECH, 
Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Mrs. Heica Josera Wiikey, PENEFICIARY or H. R. 1159 


According to Set. Harold Wiley, the alien is a citizen of Germany who was born 


on Juiv 2, 1926, at Bremen, Germany She has never resided in the Umited 
States She was married to Sergeant Wilev on January 22, 1950. at Giesse, 
Germany Sergeant Wiley further stated that during 1946 the alien and her 
mother were arrested in Bremen, Germany, for the theft of firewood and fined 20 
reichsmarks He stated that the wood was taken from a German forest when no 


other fuel was available 
The record further shows that Sergeant Wilev is a native-born citizen of the 


United States, who was born on April 17, 1913, at Meridian, Okla. He states 
that he has been a member of the United States Armed Forces for approximately 
14 vears and that his present rating is sergeant first class. His marriage to the 
alien was his third marriage. His former marriages were terminated by divorce 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 1159 should be enacted and accordingly 
recommends that the bill do pass. 


O 











82p ConerEss |} HOUSE OF REPRESENTATIVES ({ Res 
Id S SS/ON \ ' NO Z24 


Miss Ty 


IMPSON Of Michigan, fro ( 


Che Committee on the Jud \ 
I 1) 7 4\" , } 1 
(ti at 1i04 lor the reiaerl sot krece Creo ( ipOus ) Hie 
COT CLOT Ct thre thie repo inh ra at 4) ) 
i 
| fat 4] 
md recomnmenad that the Dill Go pa 
| RPOSE (¢ 
rye ! 1 il 
Phe purpose of this bill is to waive one exclusion clause of oul 
Hnmigration laws, concerning the commission of a riryie INVOLVI! 
mora! turpitude, in behalf of the husband of a lawful re tent alisel 
GI ERAL INFORM ( 


The pertinent facts in this case are contained in a letter, datec 
Mareh 24, 1952, from the Deputy Attorin Creneral to the chairmat 
of the Committee on the Judiciary, which lett *rearnds as tonuows 


Hon. EMANUEL CELLER 


My Dear Mr. Cuatruan: TI res] ! 


the Departme of Justice relative to the b oi 


Unite States fe permane ! it ( { 
elevent eategory of sectio >of the Tr ra 7.a i 
f elude fron ad? S10 oO the l) eq State ‘ 
who id thre comm © ofa erin ( 

Mids is siacidenil:n tetencrenduni of inks 
wid Naturalizati Se! ‘ Depart ime 

The record fa » pre consid 
pe inl iat rant v \I be ’ ) 











J, 


— 


excluding pro. 


protection of 
\c cordi Tak 


measure 


e 


Sincerely, 


FREDERICK G 


} 


ions of the general imi 


American public. 
this Department i 


MieMORANDUM OF INFORMATION FI 
SERVI hit Re Freperick Gt 
1707 
Frederick George Boughto a \ 

January 23, L907 On January 3, 192 

1° a temporal V1 or. but was debar 

crime involving moral turpitude um 
come a public charge, and as an immigr 

At the board of special inquiry heari 


1942 eC Was ag 
\liel \ this he Y c testified il 
PpoLce a Whe! had never committe 
1, cril i | id never been Onvi 
porar 3 r for a period e da 
At board of special ing hea 
1O43 thy il adm ‘ i tha ‘ } wd 
he board thereupon excluded him f 
tik Omi or f a ¢ nvolyvi 
ad Ss the ¢ \ ion of and 
turpitud ( hef He was also 
1"} 
Shuia migratlo \ i tile ¢ lf 
Immigration Appeals on March 26, 1! 
\i B ( wn in exe ‘ 
On a il from t i r decisio1 
{ i ( i { l i hiporatr \ 
i | ’ 
| i 1917. s \ ’ 
jy 
| ) \ 14) 1 
dn Ss ) 
t ' t 
i ) i 
' ’ ‘ ! ’ ‘ 
1 \ 
’ | 
- ’ 
) < ‘ 
\ 
( 
} ’ 
\\ . 
’ \\ 
} 
e Any ‘{ 
\ j ) ‘ 
. Was 
) ‘ 
( t ‘ rin ¢ ( 
ria yy ) f t 
( I rie yar 

















EORGE B 


nigratio! 


OUGH 


laws w 


inable to recon 


20OM IMMI 


ORCI Bo 


red as one 
e | pett 
ant not 

rhe admi 
d guilty of 
» bv a bo 
{or beer 


COMMIT ted 
rom the | 
ral turpi 
hye eo} 
excluded 
r de 
143. 
Febr 
{ Boar 
tor for 


PON 


rmen 


GRATION AND 
GHTON, BEN 
LiZe of Ca 
{ ACAMISS1IO { 
\\ oO vin it t 








enacted for the 
tn t ol tie 
VAN H 
(rene 
' LI rho 
iakyY OF H. R 
\ Hor ( 
e | ited States 
Om lon ol 
m likely to be 
1 tie Visa 
ne arr ted 
~ ember LS 
ir at Detro 
et arrested | 
"OUNMT “OT { 
it te as a ten 
j bruarv & 
nh I IS 1942 
ryrie oOo adn 1 


Ora 
"4 7 
} 
4) 
rlere 
ct <« 
‘ 
4) 
- ( 
) 











i tl leave ne ¢ 1 ( 
ys Tiie irrant is 1 
= Bou ( { ( 
hie a eto ( | ~ 
Ihe i ) Act ¢ 1917 i 
he mav not aAcdimniitte I e | S 


Mr. O’Brien of Michigan, the author of th 


} 


subcommittee of the Committ: On the J 


i 1} } 
the enactment of his bill, submitting the f WHI i 
suppor 
\ 1 ( 
( ( ) | 
( I! \ ] } } 
~ 1) 13 
hat I re at RAO] C, ~ 
“I \ Tic a | Cn ( { 2 
Sia j CE }) Lic aw } 
i i i chy x7 S } 
Pha i \ ! 
’ | ' 2 
) | ‘ . 
) ( al 7i ‘ 
re ( | la ( i ; 
ws $5,500 r $1,200 
i \ 
Fred B en 
Winds - 
l i 
1) 
a ) 
< : f 
\T 
] ( 
i 
() 
~ ' 








4 FREDERICK GEORGE BOUGHTON 


Meretsky & Gitiin, Lrp., 
Windso , Ontario, Februar 43, 19 
To Whom It Vay ¢ mice 


This is to certify that the bearer of this letter, Fred Boughton, has been in 
our employ for some time and we have always found him to be satisfactory. 
Yours truly 
Mepretsky & GrrLin, LTp., 
ArTHUR W. GITLIN 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 1707 should be enacted and accordingly 
recommends that the bill do pass. 
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> ALFONSO GATTI 


OcToBER 19, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Commitiee on the Judiciary, 
House 0} Re prese ntatives, Washington, D. ( 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Departmer t of Justice relative to the bill (H. R. 7758) for the relief of Alfonso 
Gatti, an alier 

The bill would direct the Attorney General to record the lawful admission for 
permanent residence of Alfonso Gatti as of July 31, 1949, the date he last entered 
the United States as a visitor. It would also direct the Seeretary of State to 
instruct the quota-control officer to deduct one number from the quota of Italy 
for the first vear that such quota is availabl 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a citizen of Italy who claims that he was born in Browns 

ile. Pa.. on March 23, 1914. He last entered the United States at the port of 
New York, N. Y., on July 30, 1949, and was admitted as a visitor under sectio 
3 (2) of the Immigration Act of 1924, to January 31, 1950. \n application dated 
January 20, 1950, for an extension of his stay in this country for the purpose of 
prov ing that he is still a citizen of the United States, Was deni d on | ebruary lt, 
1950. and on Mareh 14, 1950, he was notified that no change would be made in 
the denial order 

The record presents no evidence to establish Mr. Gatti’s birth in the United 





States or of his loss of United States nationality However, it appears that he 
departed from this country about 1916 and served in the Italian Army from Apri 
9, 1935, until September 11, 1937. Therefore, it must be conceded that he lost his 
United States nationalitv and he must be regarded as an alien lle is married toa 

itive and citizen of Italy who is residing in that countrv. On May 11, 1950, the 
alien testified that he was emploved as a cook and is earning approximately $40 
per week He also stated that it was not his intention to remain permanently in 
the United States at the time of entry, but he formed the intention 1 or 2 months 


after his arrival in this country 
1 


The quota for Italy, to which Mr. Gatti is chargeable, is oversubscribed and an 
umigration visa is not readily obtainabl 
The record presents no facts sufficient to warrant granting him a preference 


r the many Italians who desire to come to the United States but who remait 
mad awaitit their turn in obtaining the re puired quota numbers 


Accordingly, the Departinent of Justice is unable to recommend enactment of 
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MRS. TOWA TANOUE 


JUNE 20, 1952.—Committed to the Committee of the Whole House and order 


to be printed 


Mr. Wiison of Texas, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 2352] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2352) for the relief of Mrs. Towa Tanoue, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to provide for the readmission into the 
United States of the mother of nine United States citizen sons and 
daughters. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter from the 
Deputy Attorney General, dated May 7, 1952, to the chairman of the 
Committee on the Judiciary. The said letter reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, May ?s 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 


House of Representatives, Washington, D. C. 


My Dear Mr. CuatrrMan: This is in response to vour request for the views of 
the Department of Justice relative to the bill (H. R. 2352) for the relief of Mrs 
Towa Tanoue, an alien. The bill would waive the racial bar to admission to the 
United States in the case of Mrs. Towa Tanoue, a former resident of the United 
States and the mother of veterans of World War II and would provide that she 
should be considered as a returning resident under the provisions of section 4 (b 
of the Immigration Act of 1924, as amended. 

There is forwarded herewith a report prepared by the Immigration and Natural- 
ization Service of this Department setting forth the facts in this ease. 

Mrs. Tanoue being of the Japanese race is ineligible for naturalization under 
section 303 of the Nationality Act of 1940 and is, therefore, inadmissible to this 
country under section 13 (¢c) of the Immigration Act of 1924, as amended In the 





MRS. TOWA TANOUE 





absence of special legislation she may not be allowed to enter the United States for 
permanent residence 
Whether, under the circumstances of this case, the general provisions of the 
f immigration laws should be waived presents a question of legislative policy 
concerning which this Department. prefers not to make any recommendation. 
Sincerely, 
A. Devirr VANECH, 
De p ity Attorne j (renera 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE Fite Re Mrs. Towa Tanove, BEeENeFicrary or H. R. 2352 


aL 


Mrs. Tanoue, a native of Japan of the Japanese race, was born in Kumamoto- 


Ken, Japan, and is a citizen of that country. She entered the United States on 
March 13, 1902, with her husband, Yonesaku Tanoue, to whom she was married 
in Japan in 1901. They remained in this country until 1935, when they returned 


to Japan where she has since resided. 

Mis. Tanoue, whose husband died in Yokahama, Japan, has nine children, 
all of whom are native-born citizens of the United States. Three of her five 
sons, one of whom is a disabled veteran, served in the armed forces of the United 
States during World War II and were honorably discharged from the service. 
\nother son volunteered but was rejected. Mrs. Tanoue is presently residing 
alone in Kumamoto-Ken, Japan, and is being supported by her children, who are 
desirous of bringing her to this country. 


Mr. Farrington, the author of this bill, appeared before a subcom- 
mittee of the Committee on the Judiciary and urged the enactment of 
his bill, submitting the followmg, letter m its support: 


Hiro, Hawan, T. H., September 18, 1950 
Dear Mr. Farrincron: | take this liberty in writing you concerning my 
mother Mrs. Towa Tanoue, age 70, now residing at Kumamoto-Ken, Tamana- 
Gun, [kura-Machi, Japan 
My mother and father returned to their native land, Japan, in August 1935, 
taking with them four of their vounger children That ineluded my sister, two 
brothers, and myself 
It was my father’s desire to return to Japanand although my mother was opposed 
to it we found ourselves going to Japan 
Fifteen vears have passed but mv mother’s desire to return to Hawaii has not 
ceased ' 
The proof of her desire to return to Hawaii remains in.the faet that she has 
sent all four of her children back to Hawaii 
My father died in late 1948 and my mother’s desire to return to Hawaii has 
inereased with each passing day. 
My mother has no means of support while in Japan, outside of the money and 
gifts that we are sending her. 
We, six sons and three daughters, are all willing and capable of supporting her in 
comfort 
My brother, Harold S. Tanoue, is the owner and manager of Cap-Weld Tire 
Service, one of the largest tire recapping and service stations in Hilo 
[ am the owner and manager of Tanoue Electrical Contraeting Co 
Three of us brothers have served in the United States Army; one with the 
One Hundredth Infantry Battalion in the European campaign; one in the South 
Pacific and who is still under doctor’s care for injuries received while in service 
I have served in Hawaii and Japan for more than 31% vears. 
Our honorable record in the Army should be of some help in bringing mother to 
our sides. 
If there is any way possible won’t you please introduce a private bill concerning 
mv mother? 
Your help will be greatly appreciated by all of us 
We thank vou 
Sincerely 
SHIGERU TANOUE., 
Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 2352 should be enacted and accordingly 
recommends that the bill do pass. 
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MRS. OLYMPIA CUC 


Derroir, Micu., February 19 
Hon. Grorce D. O'Brikn, 
Ho ise ot Re presentatives, Wasi ington, dD. ( 
DeaR REPRESENTATIVE O’Brien: I am writing on behalf of my wife, Olympia 
Cuc, against whom an order of deportation was entered on January 29, 1951 
I met my wife, Olvmpia, when she was visiting her uncle in Detroit Before 


our marria ny wife explained to me about the difficulty she had in Hamilto 





Ontario, in 1943, and I assured her that did not alter my affection for her in ar 
wav, that I still loved her and wanted her to be mv wife 
In 1949, I became ill from service-connected disability and was unable t 








for over a year. During this time, my wife attended business school in betwe 
taking care of me and maintaining our home Upon completing her course it 
business school, she obtained a position, and of course, | am also back to work 
at my job as a tool and die maker at the Ford Motor Co., and together we ars 
endeavoring to pay the debts that were incurred during my illness and to make 
wa tor the fut 

If we were to be separated we would both suffer undue hardship a ich as 
our marriage and home is a very happs one, not to men tt 
keep of two households, here and in Canada, would be an ) 

In view of these facts, once again on behalf of m wite, Olyvmpla, and I 
ask that she be allowed to remain and become a citizen of the United Stat 
that we may continue to keep on having a happy marriage and a good 01 


CHARLES Cur 
Subseribed and sworn to before me this 28th dav of February 1951 


ALFRED M. WoLeENBURGH, 
Vota j Public Wayne ('ount VJ 


My commission expires May 20, 1953 


CaTHOLIC WELFARE BUREAI 


HAMILTON, ONTARI 





Hlouse of Representatives, Washington, D. ¢ 
HONORABLE Str: I have been approached by Mr. Charles Cue of Detroit 


Mich., in the matter of the immigration proceedings of his wife, the former 





[ have known Olympia Gates Cuc for a matter of some 10 vears I was well 
acquainted with her difficulties in 1943 when she arrested for theft of mone. 
from her father [ have never regarded this act as the usual type of criminal 
offer l was always convinced that it was a family disturbance and emotional 

pheaval resulting from domestic problems. Olympia Gates was never considered 
‘ | ss lly dishonest or a real thief In the many dealings I have 
ad with Olympia, I found her most cooperative and I considered her readju 
nent » be almo vert At the time of her marriage in 104 I } est] 
| ved that Olympia w rthy of every tr ind confidence Now I am 


Rev. THoomas P. Brennan, D 
Upon consideration of all the facts in this case, the committee is of 


the opinion that H. R. 2601, as amended, should be enacted and 
accordingly recommends that the bill do pass. 


co 
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SUIT KIN CHUN 


JUNE 20, 1952.—Committed to the Committee of the Whole House and ordered t 


be printed 


Mr. Water, from the Committee on the Judiciary, submitted the 


following 


REPORT 
(To accompany H. R. 3426 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3426) for the relief of Sui Kin Chun, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to facilitate the admission into the United 
States of the minor Chinese child of citizens of the United States 


GENERAL INFORMATION 


The pertinent facts in this case are set forth in a letter from the 
Deputy Attorney General to the chairman of the Committee on the 
Judiciary. The said letter reads as follows: 


DEPARTMENT OF JUSTICE 
Washington. Apr 21. 1952 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHarrRMaANn: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 3426) for the relief of 
Sui Kin Chun, an alien. The bill would enable the alien to acquire the status of a 
nonquota immigrant. 

There is enclosed a memorandum of information from the files of the Immigra- 


tion and Naturalization Service of this Department concerning the alier 
Whether, under the circumstances in this case, the general provisions of the 

immigration laws should be waived presents a question of legislative policy con 

eerning which this Department prefers not to make any recommendation. If, 


however, this measure should receive favorable consideration by the committee, 
it would appear that it should be drafted to expressly waive the provisions of the 
act of December 17, 1943, which now require that Chinese children, who would 
otherwise be admissible under section 4 (a) of the Immigration Act of 1924 in a 
nonquota status, must be charged to the quota for the Chinese. It is therefore 


2 SUI KIN CHUN 


suggested that the bill be amended by striking out all after the enacting clause 
and substituting the following: “That, notwithstanding the provisions of section 2 
of the Act of December 17, 1943, as amended (57 Stat. 601; 60 Stat. 975;8 U.S.C. 
212a), Sui Kin Chun, alien minor unmarried daughter of Violet Mew Chun, a 
United States citizen, shall be entitled to the status of a nonquota immigrant in 
accordance with the provisions of section 4 (a) of the Immigration Act of 1924, 
upon compliance with the provisions of section 9 of said Act, provided said Sui 
Kin Chun is otherwise admissible under the immigration laws.” 
Sincerely, 
A. Devirr VANECH 
De puty Atto ney Crenera 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Sur Kin Cuun, BeENnericrary or H. R. 3426 


Sui Kin Chun was born in China on December 27, 1933. Recent information 
indicates that she is presently residing in Hong Kong. Her mother, Mrs. Violet 
Mew Chun, resides in Honolulu, T. H. Mrs. Chun, who was born in Hawaii, 
married a citizen of China on July 19, 1920. She resided in Hawaii with her 
husband, who had gained admission to the United States by fraud, until his depor- 
tation in 1928. On July 8, 1931, in a judgment of the United States district court 
in Hawaii, Mrs. Chun was declared to be a citizen of the United States, and on 
January 9, 1933, was issued a certificate of citizenship— Hawaiian Islands-—by 
this Service. 

\fter Mr. Chun’s deportation, Mrs. Chun made three trips to China, the last 
time in 1933, when she remained until 1938. Seven children were born of this 
marriage, five of Whom are native-born United States citizens. A son, 12 vears of 
age, and a daughter, 23 vears of age, reside with Mrs. Chun, who is employed as 
a Waitress in Honolulu. Three married daughters also reside in Honolulu. 
Another son, who was born in China on September 3, 1935, resides in China, 
apparently with his father, from whom Mrs. Chun was se parated in 19388. and 
divorced on June 14, 1951. The court in Honolulu granted her custody of Sui 
Kin Chun at the time the final decree was entered 

Mrs. Chun earns about $110 per month and she has a savings account amount- 
ing to $4,000. Her daughter who lives with her is employed as a waitress, earning 


approximately the same amount as her mother. Until recently the beneficiary of 
the bill resided with a relative in Canton, China, which is Communist-oecupied 
territory. Mrs. Chun stated that for several months beginning in February 1951, 


she did not hear from her daughter, but that she was subsequently located in 
Hong Kong. 
Sui Kin Chun is chargeable to the Chinese racial quota which is oversubscribed, 


and an immigration visa is not readily obtainable Alien Chinese children of 
I nited states citizens are precluded ‘rom obtaining a nonqguota status by the 
provisions of the act of December 17, 1943, as amended (8 U.S. C. 212a). In the 


absence of special legislation Sui Kin Chun will be unable to join her mother, 
sisters, and brother in the United States in the near future. 


Mr. Farrington, the author of this bill, appeared before a sub- 


‘ 


committee of the Committee on the Judiciary and testified as follows: 


Sui Kin Chun (Chun Siu Kin), born December 27, 1933, in Chuneshan, Kwang- 
tung, China, is the minor alien daughter of Violet Mew Chun, a United States 
citizen resident of Honolulu, T. H. There are five other citizen children, all in 
Hawaii, and Sui Kin Chun is the only child who was not born in the United States. 

Mrs. Chun married Kam Wai Chun on July 19, 1920, in Honolulu, believing 
her husband to be an American citizen. However, some vears after her marriage, 
in 1928, her husband was deported ou the ground that he was an alien, illegally 
in the United States. She did not want to leave Honolulu, but neither did she 
want to desert her husband, the father of her four then minor children. She 
made the best of the situation by visiting her husband in China on three occasions 
from 1928 until 1938 It was during her third visit that Sui Kin Chun was born. 
Mrs. Chun states she has no intention of ever returning to her husband and, it 
is stated, Sui Kin Chun is now in China “‘all alone.’? Apparently the father no 
longer cares for the welfare of the child and she has no close relatives to whom 
she can turn. 


Upon consideration of all the facts in this case, the committee 
recommends that the bill (H. R. 3426) do pass. 


O 
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MRS. LAU HONG SHEE 


JUNE 20, 1952.—Committed to the Committee of the Whole H 


to printed 


Mr. Dononur, from the Committee on the Judiciary, submitted the 


following 


REPORT 


The Committee on the Judiciary, to whom was referred the bill 
(H. nt. 3523 for the relief of Mrs. Lau Hong She Cc. har Lng considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THI I 


The purpose of this bill is to grant Mrs. Lau Hong Shee, the mother 
of five United States citizen children, the rights of a returning re 
alien. 

GENERAL INFORMATI 


The pertinent facts in this case are contained in a letter from the 
Deputy Attorney General, dated May 7, 1952, to the chairman of 


i OO 


the Committee on the Judiciary. The said le tter reads as follows: 


Hon. EMANUEL CELLER, 
Chairman, C'ommaittee on the J udt 


House of Re prese ntatives, Wash nator 1) ¢ 
My Dear Mr. CuatrMan: This is in responst your request for the views of 
the Department of Justice relative to the bill (H. R. 3523) for e relief of Mrs 
Lau Hong Shee, an alien. The bill would grant t ts benefic a 
returning resident alien. 
There is enclosed a report prepared by the Immigration and Naturalizat i 


Service_of this Department setting forth the facts relative to the case 
The quota for persons of the Chinese race to which Mrs. Lau is argeable is 
oversubscribed and a quota immigration visa not readily obtainable In the 
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absence of special legislation she would be unable to enter the United States for 
permanent residence in the near future to join her United States citizen children. 
Whether, under the circumstances of this case, the general provisions of the 
immigration laws should be waived presents a question of legislative policy con- 
cerning Which this Department prefers not to make any recommendation. 
Sincerely, 
A. Devirr VANECH, 


De p ity Attorney Gene ral. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fire Re Mrs. Lav Hone SHEE, BENEFICIARY OF H. R. 3523 


Mrs. Lau Hong Shee, a native and citizen of China, is approximately 72 vears 
of age and is presently residing in Hong Kong. Since she is not in the United 
States, information concerning her was obtained from Kong Chu Lau, her son, 
who is a native and citizen of the United States, and from the files of this Service 
Mr. Lau states that while he does not know the date of Mrs. Lau’s first entry into 
the United States, it was prior to the date of his birth, on February 14, 1906, in 
Hawaii. Mrs. Lau made a visit to China and reentered the United States on 
June 6, 1914 She resided continuously in Hawaii until 1933 when she accom- 
panied her husband upon his return to China. Her husband died there in 
November 1941 

Mrs. Lau moved from her home in Kwangtung Province to Hong Kong early 
in 1951 as a result of her fear of being arrested by the Communists, who had pre- 
viously expropriated her home. She has five United States citizen children resid- 
ing in the United States and now desires to return to this country to be with them. 
Kong Chu Lau is well able to support his mother so that there is no danger that 
she will become a public charge 


Mr. Farrington, the author of this bill, appeared before a subcom- 
mittee of the Committee on the Judiciary and recommended the 
enactment of his measure. 

Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 3523 should be enacted and accordingly recom- 
mends that the bill do pass. 


as 
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dN, SS70n \ 


NORBERTO LINAZA YRIGOYEN AND MARIA JOSEFA 


\] ASE] ) \ ee I. 


REPORT 


The Committee ¢ rn he Judi 

H. R. 4561) for the relief of Ne 
Josefa Maseda Lopez, having 
thereon without amendment 

The purpose of this bill 3 lO OT: t thre 
in the United States to Norbert i } } 
Maseda Lop hand aud . < 

GEN I 

Certain pertinent facts in this case are cot | in a letter from 
the Deputy Attorney General, dated April 2 
of the Committee on the Judiciary, which letter reads as follows 


he Department of Justice relative t he | HH 
Linaza Yrigoven and Maria Josefa M: i | | 
them permanent residence the ted > 

There is attached a memorandum p 


ization Service of this Department set 
The record fails to present consideratio 
special legislation granting the aliens prefer 
remaining abroad and ! 
Accordingly, the Department of Justice 
the bill 
sincerely, 


\ Devirr \ \ / Lil } ( 
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JUNGO TSUTSUMI 


June 20, 1952 Committed to the Committee of the W e He 


Mr. Witson of Texas, from the Committee on the Jud 


the following 


REPORT 
[To accompany H. R. 5180 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5180) for the relief of Jungo Tsutsumi, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE B 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Jungo Tsutsumi. The bill also provides for the 
payment of the required visa fee and head tax and for an appropriate 
quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter from the 
Deputy Attorney General to the chairman of the Committee on the 
Judiciary, which letter reads as follows: 


DEPARTMENT OF JUSTICE, 
Was! ngton, Ap t2i,i 15 2 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judicia 


House of Representatives, Washington, D. ¢ 


My Dear Mr. CuHarrMan: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 5180) for the relief of 
Jungo Tsutsumi, an alien. The bill would grant the alien permane t lenes 


in the United States. 
A memorandum prepared by the Immigration and Naturalization Service of 
this Department setting forth the facts in the case of this : 
Mr. Tsutsumi, being of the Japanese race, is inelis for naturaliz: inder 
section 303 of the Nationality Act of 1940, and thus inadmissible to the United 
4 


States for permanent residence. Should his status be 


permanent resident by congressional action, he would, in the 








> 


a 





JUNGO TSUTSUMI 


porary departure from the United States, be admissible as a legally domiciled 
alien returning from a temporary visit abroad, if in possession of proper docu- 
ments. 

Whether, under the circumstances, this bill should be enacted presents a ques- 
tion of legislative policy concerning which the Department of Justice prefers 
not to make any recommendation. 

Sincerely, 
A. Devirr VANECH, 
Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE FitEs Re Junco Tsursumk, BENEFICIARY OF H. R. 5180 


Mr. Jungo Tsutsumi was born in Japan on January 3, 1895. He is a citizen 
of Japan of the Japanese race. He entered the United States at Hilo, T. H., on 
August 9, 1915, after having jumped overboard from the Steamship A7iyo Maru, on 
which he was a passenger destined to Peru as an immigrant. He has continued 
to reside in Hawaii but has never been lawfully admitted for permanent residence 

Mr. Tsutsumi’s wife, whom he married in January 1922, was born in Honolulu 
on November 25, 1902. She regained her United States citizenship which she 


had lost by marrying this alien. The ages of their nine children range from 8 to 
30 years. A son, Hiromi Tsutsumi, served honorably in the United States Army 


from March 1943 until January 26, 1946. He also served with the Military 
Intelligence Service Language School at Camp Savage, Minn., and is now parts 
manager for I. Kitagawa & Co., Crvsler dealers. A son, Keiichi Tsutsumi, 
entered the United States Army in March 1943, and is now employed at the 
Kaneohe Naval Air Station on the island of Oahu. Both sons were urged by 
their father, this alien, to serve in the Armed Forces. Three of his daughters are 
married, a fourth is employed as a salesgirl, and the others reside at the alien’s, 
home.” 

From 1921 until 1938 the alien was employed by the Hilo Fertilizer Co. From 
1938 until 1942 he worked as an agent for the American Mutual Building and 
Loan Association. From 1943 until 1949 he operated a small delicatessenin Hilo, 
On Januarv 1, 1950, he began the cultivation of orchids and anthuriums and, in 
addition, since June 1851, has been engaged in the manufacture of rice candy and 
other confectionery. His sales average more than $400 per month. The alien 
has assets worth $3,350. 

Mr. Tsutsumi desires to acquire the status of a permanent resident of the 
United States so that he may visit his aged mother in Japan and thereafter be 
permitted to return to the United States. Since he arrived in the United States 
prior to July 1, 1924, he is not deportable and therefore cannot apply for suspen- 
sion of deportation. He is raciallv ineligible to have a record of his lawfu! admis- 
sion created pursuant to the provisions of section 328 (b) of the Nationality Act 
of 1940. While he is not deportable and may remain in the United States in- 
definitely, he has no administrative remedy whereby he can acquire the status of 
a permanent resident. Were he to depart from the United States he would be 
mandatorily excludable upon his return as he is racially ineligible to citizenship. 


Mr. Farrington, the author of this bill, appeared before a subcom- 
mittee of the Committee on the Judiciary and recommended the enact- 
ment of his measure. 

Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 5180 should be enacted and accordingly recom- 
mends that the bill do pass. 


© 
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FEDERAL JURISDICTION TO PROSECUTE CRIMES ON 
AMERICAN AIRPLANES 


JuNE 20, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Water, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8S. 2149] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 2149) to confer Federal jurisdiction to prosecute certain common- 
law crimes of violence when such crimes are committed on an American 
airplane in flight over the high seas or over waters within the admiralty 
and maritime jurisdiction of the United States, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to confer Federal jurisdiction to prosecute 
certain common-law crimes of violence when such crimes are com- 
mitted on an American airplane in flight over the high seas or over 
waters within the admiralty and maritime jurisdiction of the United 
States. 


GENERAL INFORMATION 


The bill will amend section 7 of title 18 of the United Staode,tes C 
which defines the special maritime and territorial jurisdiction of the 
United States, by adding at the end of section 7 a new subsection 
which will be designated subsection (5). If S. 2149 is enacted the 
term “special maritime and territorial jurisdiction of the United 
States’’, as used in title 18, will include any aircraft which belongs to 
the United States (in whole or in part), or any citizen of the United 
States or any corporation created under the laws of the United States, 
any State, Territory, district, or possession of the United States. The 
aircraft must, however, be in flight over the high seas or over any other 
waters within the admiralty and maritime jurisdiction of the United 
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States. A further qualification is placed on this jurisdiction in that 
the plane must be out of the jurisdiction of any particular State. 

The need for enlarging the “special maritime and territorial jurisdic- 
tion of the United States’? became apparent after the decision of the 
United States District Court for the Eastern District of New York in 
lL'nited States Vv. Cordova (SY KF. Supp. POR (1950)). 

The facts of that case show that an information was filed against 
Cordova, the charge consisting of four counts each charging assaults 
against various persons. These assaults were made aboard a plane 
which was over the Atlantic Ocean en route from San Juan, P. R., 
to New York City. When the plane landed in New York at La 
Guardia Field on August 3, 1948, Cordova was immediately appre- 
hended and charged with assault in the eastern district of New York. 
The court definitely determined that an assault had taken place. 
Judge Kennedy who wrote the opinion of the court pointed out that 
the question was- 

Were those acts committed within the admiralty and maritime jurisdiction of 
the United States and put of the jurisdiction of any particular State on board 
any vessel belonging in whole or in part to the United States or any citizen thereof 


or any corporation created by or under the laws of the United States, or of any 
State, Territory, or district thereof? 


In answering the question the court said: 


The answer that ought to be given turns on the question whether an airplane 1s 
a vessel, within the meaning of the statute, and obviously the answer should be 
in the negative 

Thus aircraft are excluded from the special maritime and territorial 
jurisdiction of the United States, by judicial decision. The decision 
in United States v. Cordova turned on the point that an airplane is 
not a vessel within the meaning of the ‘‘maritime and territorial juris- 
diction of the United States.”” This bill would plug that gap in the 
eruninal law and allow prosecutions under title 18 for assaults, section 
113; maiming, section 114; larceny, section 661; receiving stolen goods, 
section 662; murder, section 1111; manslaughter, section 1112; at- 
tempts to commit murder or m: anslaughter, section 1113; rape, sec- 
tion 2031; carnal knowledge, section 2032; and robbery, section 2111, 
if committed on an American plane over waters within the admiralty 
and maritime jurisdiction of the United States and out of the juris- 
diction of any particular State. 

Consequenily the committee recommends that this bill be favorably 
considered in order that this gap in the criminal law may be bridged. 
The Department of Justice recommends the enactment of this bill 
and the report of that Department dated September 17, 1951, is set 
forth in its entirety below. 


DEPARTMENT OF JUSTICE, 


Washington, D. C.. September 17, 1951 
Hon. Par McCarran, 
Chairman, Committee on the Ju ry, 
ted States Senate, Washington, D. ¢ 

\iy Dear Senator: The Department of Justice reecommen?’s the enactment of 
legislation amending section 7 of title 18, United States Code, to confer Federal 
liction to prosecute certain eommon law crimes of violence when such crimes 
ire Committed on an American airplane in flight over the high seas, or over waters 

thin the admiralty and maritime jurisdiction of the United State 


Section 7 of title 18, United States Code, defines the special maritime and 
rial jurisdiction of the United States, including thereunder vessels of United 
: f 
{ 


Stat registry or ownership while Operating on the high seas. The need 
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additional legislation has arisen as a result of the decision in the case of United 
States v."Cordova (89 F. Supp. 289). In that case defendant was found guilty of 
assault upon passengers and members of the crew of 


re 1 plane Vtiile flight over 
the Atlantic Ocean but the judge withheld conviction or re i that the 
Federal Government lacked jurisdiction to punish this e because al 
airplane Was not a ‘‘vessel” within the meaning of section 7 

In order to meet this situation it is recommended that a new subs mn be added 
to section 7 conferring Federal jurisdiction to prosecute offens ‘ ir 
on American planes. \ bill to accomplish this purpo itta 1 ere ) 

It is noted that the jurisdiction would be limited to the time during wv é 
plane is.in flight which would eliminate concurrent jurisdictional problems that 
might arise were the offense to occur while the plane was on the gr i i. foreig 
airport. The jurisdiction would also be restricted under the measure to flight 
over the high seas or other waters within admittedly American jurisdiction hich 
would avoid "encroachment upon existing treaty commitments ( Lviation 
law which have reserved to each participating nation exclusive sovereignty in the 
airspace overlving its own territorial boundaries 

The following sections of title 18 would apply to offenses committed on such 
American aircraft while in flight: Section 113 (assaults); section 114 (maiming 


section 661 (arceny); section 662 (receiving stolet 


goods); section 1111 (murder 


section 1112 (manslaughter); section 1113 (attempts to commit murder or man- 
slaughter) ; section 2031 (rape); section 2032 (carnal knowledge); and section 2111 
robbery 

The Director of the Bureau of the Budget has advised that there is no objection 


to*the submission of this recommendation. 
Yours sincerely, 


PiyTON Forp, 
De p try \ito ney Ge neral. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in eNXISUING law made by this bill 
are shown as follows (existing law in which no change is made is printed 
in roman; omitted matter is printed within black brackets; the new 
matter is printed in italics 


§ 7. Special maritime and territorial jurisdiction of the United States defined 

The term ‘“‘special maritime and territorial jurisdiction of the nited States”, 
as used in this title, includes 

1) The high seas, any other waters within the admiralty and mar e juris- 
diction of the United States and out of the jurisd on of any particular State 
and any vessel belonging in whole or in part to the United States or at { 
thereof, or to any corporation created by or under the laws of the | ted States 
or of anv State, Territory, District, or posse ereof esse S 
within the admiralty and maritime jurisdict f the nited Sta | of 
the jurisdiction of anv particular State 

2) Anv vessel registered, licensed, or enrol ler the laws of t} nited 
States, and being on a vovage upon the waters of a f the Grea i or any 
of the waters connecting them, or upo he Saint Lawrence rivet Cl sami 
constitutes the international boundary line 

3) Any lands reserved or acquired for the u f the United Sta and ler 
the exclusive or concurrent jurisdiction thereof, or a beac Lo l= 
wise acquired by the United States by conse atul { Sta i 
which the same shall he, for the ered ) oral wa f irs i 10¢ ird 
or other needful building 

1) Any island, rock, or key containing at the 
diseretior f the Pre lent, be eo lered a Lp stat 

7 | ! if bel Od / OlF¢ ) ' ‘ 
bhie of oO ; orpo Wie / / \ 
State ii 0 i vr po ) {/ 
/ / ed o } I 7? x fh 
hel / Nhate 0 } hia a \ 








\W LIBRARY 
82p Congress | HOUSE OF REPRESENTATIVES ReEvor' 
2d Nession \ | No. 2258 
MRS. MARGARETTE G. COOK 
JUNE 22. 1952.—Committed to the Committee of the Whole House and ordered 


Mr. Ropino, from the Committee on the Judiciarv. submitted the 


follow Ing 


REPORT 
[To accompany H. R. 1967 


The Committee on the Judiciary, to whom was referred the | 
(H. R. 1967) for the relief of Mrs. Margarette G. Cook. havu 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass 

The purpose of the proposed legislation is to pay the sum of $1,422.88 
to Mrs. Margarette G. Cook, of Bronx, N. Y., in full settlement of 
all claims of Mrs. Cook against the United States for additional 
salarv due her from the New York Regional Office of the Veterans 
Administration for the period beginning June 2, 1947, and ending 
December 31, 1950. 


STATEMENT OF FACTS 


The Veterans’ Administration, in its report dated May 14, 1951 
gives in detail the history of this proposed legislation 

A letter from the Veterans’ Administration to Mrs. Cook, dated 
July 12, 1950, in part stated: 

In light of all the facts, there appears to have been an injustice in your case. 
There is nothing, however, that the VA can do, consistent with regulations, to 


adjust your salaries in connection with the CAF-—2 and CAF-3 assignments in 1947 


Therefore, in justice to Mrs. Cook, the committee is of the opinion 
that she should be paid this additional salary. 
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VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS, 

Washington, 25, D. C., May 14, 1951 

Hon. EMANUEL CELLER, 

Chairman. House Committee on the Judiciary, 
Hlouse o} Re pre entalives, Washingtor 25. D. ¢ 
Dear Mr. CeLuer: Further reference is made to your request for a report on 

H. R. 1967, Eightv-second Congress, a bill for the relief of Mrs. Margarette G 

Cook, which provides as follows: 

That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to Mrs. Margarette G 
Cook, Bronx, New York, the sum of $1,422.88. The payment of such sum shi 
ttlement of all claims of the said Mrs. Margarette G. Cook against the 

ates for additional salary due her from the New York Regional Office of 
the Veterans’ Administration for the period beginning June 2, 1947, and ending 
December 31, 1950. 

‘Sec. 2. The Administrator of Veterans’ Affairs is authorized and direeted 
from and after January 1, 1951, to pay to the said Mrs. Margarette G. Cook the 
ud be entitled to reeeive if she had not been reclassified into Grade 2 











saiar\ 





of the administrative, and fiseal service on June 2, 1947, and if she had 
received all the step increases to which she would have been entitled during 1947 


and 1948 if she had not been so reclassified. 

The records of the Veterans’ Administration disclose 
Cook was given a war-service indefinite appointment at tl 
tion Regional Office, New York City, effeetive October 
ment was to the position of stenographer, grade CAF-2, 


annutn 





| r 1, 1944, Mrs. Cook was granted an indefinite promotion to 
stenographer, CAF—3, $1,620 per annum); effective Julv 1. 1945. her salarv wa 





’ 
adjusted to $1,902 per annum, in accordance with the provisions of the act of 
June 30. 1945 (59 Stat. 205 - effective Decemeb 2. 1945, emplovee was granted 
a } eriodic pay increase (second step rate) to $1,968 per annum; effective July | 
16, her salary was adjusted to $2,243.52 per annum, in ac lance with the 
| f the act of Mav 24, 1946 (60 Stat. 216); and effective De iber 15, 
1946, she was granted a periodic pay increase (third step rate) to $2,318.76 per 
annu 

On Mav 16, 1947, the Second Civil Service Regional Office certified Mrs. Cook 
for probational appointme! to a CAF-2 typist position Upon inquiry as to 
availability f such an appointment at a salary of $2,093.04 per annum, w 
would enable her t yacquire permanent civil serivee status \Ur Cook tated st 
Was immediately available and wished to be considered for the position, and fur 
ther, that she was willing to accept reassignment and demotion as indicated 
According Vv, personnel action was taken to effect change to lower grad , reassigl 
ment, and probational appointment to the position of typist, CAF-—2, $2,093.04 
per annum, effective June 2, 1947 She remained in that po mand Was paid 
at that salarv rate until October 20, 1947, when promoted toa CAF~-3 stenographer 
position at a salary rate of $2,168.28 per annum (first step rate 


On December 8, 1947, Mrs. Cook requested transfer from the Adjudication 
Divisi Veterans’ Administration Regional Office, New York City, to a new 
1 clinie of that regional office located nearer her hon Phis requ 
ed and she was reassigned to the position of clerk-stenographer, CAF-—3, 
$2,168.28 per annum in the Medical Division, Veterans’ Administration Regional 
Office New York City, effective December 15 L947, where he has nee been 
assigned in various grade CAF-3 stenographic position Subsequent to De 
ber 15, 1947, the following personnel actions and salary adjustments were 


Kffective January 26, 1948, Mrs. Cook was assigned to a position of clerk 








stenographer, CAF-8, $2,168.28 per annum (first step rate); effective July 11 
1948, her salarv was adjusted to $2,498.28 per annum, in accordance with pro 
visions of the act of Julv 3, 1948 (62 Stat. 1260); effective September 6, 1948, she 
Was reassigned to position of stenographer, CAF-3, $2,498.28 per annum 
effective October 31, 1948, granted periodic pay increase to $2,573.52 per num 

econd ») rate effective March 20, 1949 he Was reassigned to position of 
secretary enography CAF-3, $2,573.52 per annum; effective October 30 
1944, her salar is adjusted to $2,730 per annum, in accordance with provisions 
of the act of October 28, 1949; effective the same date she was granted periodic 
pay increase to S2.810 per annum (third step rate In position of secretary 

enography), grade GS-3; and effective October 29, 1950, granted periodic step 


nerease to S2.S00 per annum (fourth ste p rate 
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On September 29, 1949, Mrs. Cook notified the Veterans’ Administration of a 
grievance, stating, in effect, that she had been deprived of salary increments in 
her change from grade CAF-3 to CAF-2, effective June 2, 1947, and in her pro 
motion to CAF-3, effective October 20, 1947. The records show that her griev 
ance was given careful consideration but a mutually satisfactory solution could 
not be reached. The employee appealed, through the various stag 
by Veterans’ Administration procedure, to the Administrator of Veterans’ Affair 
In addition to her grievance that she had been dé prived of salary increments 
central office consideration of the case included Mrs. Cook’s allegation that the 
actions regarding salary were arbitrary and discriminatory The final decision 
of the Veterans’ Administration in the case was communicated to Mrs. Cook by 
letter dated July 12, 1950, which, in part, stated: 

‘It is noted that in a memorandum dated May 28, 1947, vou stated that vou 
were willing to accept reassigument from stenographer, CAF-—3 to typist, CAF-2 


2 
at $2,093.04. This, however, has not influenced central office in determining the 
merits of your case. On the other hand it has been concluded that because of 
the conditions of operation at that time, there was reason for inconsistencies that 
are not explained as administrative errors or as having been arbitrary or dis 
criminatory actions. Rather, they are a 80 ge by the fact that policies were 
changing and did change at the different field stations, and that instructions to 


the field stations outlining standard details of ccolint s for the VA had not bee 
issued. 

“Tn light of all the facts, there appears to have been an injustice in your case, 
There is nothing, however, that the VA can do, consistent with regulatio to 
adjust your salaries in connection with the CAF-2 and CAF-3 assignments in 
1947. In this connection we should comment that the good faith of the station 
appears to have been shown by the fact that they have seriously considered ways 
of equitable and proper personnel actions. This has included discussion with yeu 
about a higher grade position that was open (hearing stenographer), when you 
were asked if you wished to be a candidate and to have arrangements made for 
you to take the test for this position. You said you were not interested. Earlier, 
in May 1948 the personnel officer and your supervisor talked with you abo 
resubmitting a description of your position for the purpose of having reallocat 
considered. It appears that vou did not cooperate in this matter 

“Tt is realized that there is only a certain moral satisfaction you may realize 
in receiving this decision. It represents, however, the only position that the 
VA can take in the matter since we do not have authority to approve the retro- 
active salary adjustments you have requested.” 

Thus it appears that the personnel actions taken in Mrs. Cook’s case were not 


illegal and were not due to administrative errors, nor that such actions were 


arbitrary and discriminatory. It is to be noted further that there was no viola- 
tion of any vested right of Mrs. Cook. Rather, it appears that the situation arose 
because of the absence of a standard policy relating to salary adjustment upon 
demotion in cases, such as Mrs. Cook’s, of conversion to probational status, with 
consequent Opportunity to acquire a permanent civil service status In some 
cases employees in the regional office, New York City, who were demoted in order 
to obtain probational status, retained, and other employees did not retain, their 
salaries. Apparently, a separate salary determination based on funds currently 


demotion case as it arose. Such determination having been made and the salary 
rates administratively established, the Veterans’ Administration was, and is, 
without authority to make subsequent adjustments thereto See 26 Comp 
Gen. 368; 27 id. 27.) Incidentally, the situation was corrected in April 1948, 
through the issuance by the Veterans’ Administration of a standard policy in 
such cases. 

With respect to the cost of H. R. 1967, “ya Veterans’ Administration is not 
advised as to the basis for the amount stated in section 1 of the bill ($1,422.88). 
Presumably, in the light of section 2 of the bill, it 1s intended to pay Mrs. Cook 
the difference between the gross salary she setuniby received during the period 
from June 2, 1947, through December 31, 1950, and the amount she would have 
received had she not been demoted. It will be noted, however, from the enclosed 
tables that such difference is $770.19, which amount is base d on the assumption 
that Mrs. Cook was in full pay status during all basic workweeks during the period 
and did not work in excess of 40 hours at an overtime rate in any workweek during 
such period. 

Section 2 of the bill proposes that from and after January 1, 1951, Mrs. Cook 
be paid the salary, together with all step increases, she would have received if she 
had remained in grade CAF-3. As shown by the enclosed tables her gross salary 
on January 1, 1951, would have been payable on this basis at the rate of $3,050 


available, and various other operational conditions, was made in each individual 
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per annum. In this connection, section 2 of the bill, if enacted, might require 
the Veterans’ Administration, commencing January 1, 1950, to pay Mrs. Cook 
the mentioned salary of $3,050 per annum, indefinitely, notwithstanding possible 
future changes in grade as the result of reassignment, reclassification, or other 
personnel action. It is also noted that the word “reclassified,” in lines 4 and 8 
of section 2, implies a position allocation. As previously stated, the facts disclose 
that there was no reclassification, but rather a demotion to lower grade in order 
that Mrs. Cook could acquire permanent civil service status. Should favorable 
consideration be given H. R. 1967 by the committee, clarification of these matters 
appears indicated. 

The Veterans’ Administration is not aware of any reason why this case should 





be singled out for special legislative treatment as proposed by e bill To do so 
would be discriminatory against other Veterans’ Administration emplovees and 
pos iblv. emplover s of othe r agencih s of tl » Governmen who nay been a 
versely affected by the exercise of administrative diseretion in the adjustment of 
their salaries incident to demotion for the purpose of acquiring permanent civil- 
service status Moreover, the enactment of H. R. 1967 might constitute a pres 
dent for similar legislation in behalf of other emplovees 

The Veterans’ Administration does not believe that private bills of this nature 


should receive favorable consideration 
Advice has been received from th Bureau of the B idget that there wo es, 
no objection to the submission of this report to the committes 
Sincerely yours, 


Carut R. Gray, Jr tdministrator 





To Whom Tt May Concern: 


I know that Margarette Cook took hearings at the New York Regional Office 
with the hearing stenographers’ pool from July 1946 to some time in February 1947. 


JAMES A. TURNER, 
MARGARET BUCHER 
Sworn to before me this 29th day of May 1951. 
[SEAL] Roy A. GREENFIELD, 
Notary Public, State of New York. 
Commission expires March 30, 1952. 





To VW hom lt Va / Concern: 


I have seen on file in the X-ray Unit, New York Regional Office, Standard Form 
No. 75, February 1946, United States Civil Service Commission, Position Descrip- 
tion, signed by John Rich, M. D., Assistant Director, NYRO Clinic on March 
30, 1948, and the following forms attached thereto: 

1. Veterans’ Administration Classification Division, Branch Office No. 2, New 
York 13, N. Y., Special Question List for Clerk-Stenographer, CAF-310-0, dated 
June 1, 1947, which contains a complete description of work of clerk-stenographer 
in this unit 

2. The following (true copy of which follows 


“ATTACHMENT 


oT 


This is a complete and accurate description of the duties and responsibilities 
of my position: 


~~ oe Name typed Signature Date 

CAI Margarette Cook .. Margarette Cook Mar. 22, 1948 

CAF-3 Salvatore Ferrari... - s Salvatore Ferrari Do 

CAT Esther Forman Esther Forman Do 

CAF Position open Muriel Goldman ‘ Oct }, 1950 
Ida Koltin Do 


I. Katz, M. D., 
Chief, Radiology, Ne uw Yo h Region ul O flice VA 
GEORGE IKE, 
Chief Technician, Ne w York Re gion ul O flice, j A. 
Sworn to before me this 29th day of May 1951 


Roy A. GREENFIELD, [SEAL] 
Notary Public, State of New York. 
Commission expires March 30, 1952. 
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AFFI \ 
STATE OF NEw YORK 
County of New Yo S 
Mrs. Margarette G,. Cook, being duly swe 
1. She resides at 1216 Union Avenue 5 rf 
New York, State of New York 
2. She has been en ed by the Vet ! \ t il 
Office, 252 Seventh Ay i@¢, Borough of M Sta if 
New York, sinee (elope lo, 1944 rid } 
3 rd, as far a r 


Her employment re 


or ") ollow 


Do 1) 
1) } if 
1) | { 
| ' | ) 
q 
A n I I J } CA ( ) 
( 
A ent ) oO 9 44 CA 
\ { 
He ; ( ~ 
( 
I> ] 9 iis . 
J 14S 
I nt 448 
. ' oO 8 .W 
hye \ 9 { 2 . 
i I 0 | 
i) 
1) a) 
} Karly i 104 the | ted States ( . ( ill 
war servi emporary maenh | I © 





5. In response to this requiremer ie 
tions prior to ne 19-47 One s ( ' t 
CAF service grade 2; the other was fe ( ~ v CA e 
grade 3 

6. Deponent received from the United S ( - ( ‘ 
of the fac it she |} 1 successfu passed ‘ a of 
typis CAF service grade 2 

7. In order to gain civil service i Cy} 1 4 is 
classification of typist CAF service ide 2 . ! { 4 
tion taken for the position of stenographer CAI f } i n 
received 

&. Upon aecepting the positio of ty] CAT ae uY h 
deponent received was that wl is t = , Q- = 
classification plus two annual incremet { eal t 
in her previous higher classification of stenographer CAF ser e grade 5, making 
her salary $2,093.04, per annum 

9. Although her classification was that of typist CA] rvie ade 2. deponent 
continued to do the same work whieh she had beer I a | Ciassil as 


stenographer CAF service grade 3 
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10. In her previous classification as stenographer CAF service grade 3, her 
salary per annum was $2,318.76. Deponent, therefore, suffered a decrease in 
salary of approximately $225.72. 

11. Deponent should have been allowed by the Veterans’ Administration, 
New York regional office, to continue to receive the salary which she had been 
receiving in the higher classification, since others similarly situated were allowed 
to do so. 

12. Soon after accepting the position of typist CAF service grade 2, deponent 
was notified by the United States Civil Service Commission of the result of the 
examination taken by her for the position of stenographer CAF service grade 3. 
Upon receiving said notice of the result of deponent’s examination for the position 
of stenographer CAF service grade 3, she immediately applied for a position in 
this classification 

13. On October 20, 1947, deponent was reclassified stenographer CAF-3. The 
salary paid to her in this position was the base salary for this position, $2,168.28 
per annum. The two annual increments which deponent had earned while 
previously in this classification, which were a part of her salary in the lower 
classification of typist CAF service grade 2, were denied her by the Veterans’ 
Administration, New York regional office. Her total salary in this position 
was, therefore, $2,168.28 per annum. 

I4. In December 1947 when deponent was due an additional annual increment 
as a result of 3 vears’ service in the classification stenographer CAF service grade 3, 
this annual increment for the vear 1947 was denied her for the reason that she had 
not been in this grade continually for 3 vears, but only since October 117. 

15. The Veterans’ Administration, New York regional office, had the author- 
itv within its discretion to perinit depot ent to continue to receive, upon accepting 
the position of typist CAF service grade 2 in order to obtain civil-service status, 
the same salary which she had been receiving in the previous classification of 
stenographer CAF service grade 3, pursuant to the provisions of the United 
States Civil Service Commission’s Reference Manual of Decisions of the Comp- 
troller General on the Classification Act of 1923, as amended, P. C. D. Manual 
\ 4, revised July 1946, which provides as follows, page 43: 

|. Berween Cuasstricatrion Acr Posrrton; Transfers, promotions, or 
lemnotions are not regarded as new appointments required to be made at the 
minimum rate of the appropriate grade or class (20 Comp. Gen. 626, 4-11-41; 
22 Comp. Gen. 925, 3- 29-43 

“The general rule for determining the salary rate initially applicable when an 
emplovee is transferred, promoted, or demoted between Classification Act 
positions is that the employee may be paid initially in the grade to which trans- 
ferred, promoted, or demoted, (a) without loss of salary rate paid the employee in 
his former position, including any periodic or especially meritorious salary ad- 
vancement, provided his former salary rate is also a standard rate in the new 
yrade, or (b) with as little loss of salary as is necessary to pav a rate prescribed for 
the vrade to which transferred, promoted, or reduced (19 Comp Gen. S45, S46, 
1-8-1940; 21 Comp. Gen. 791, 796, 2-21-42; 23 Comp. Gen. 201, 202, September 
IS. 1943 

16. The same provision was applicable with respect to the reclassification which 
took place in October 1947 when deponent was reclassified stenographer CAF 
service grade 3. 

17. Deponent, being aggrieved by these facts (in that other employees similarly 
situated had been allowed to retain the salaries which they had been receiving 
while in a higher classification and in that she sustained a substantial loss in salary 
from June 2, 1947, when she was reclassified as typist CAF service grade 2, and 
when she was reclassified clerk-stenographer CAF service grade 3, and when she 
was denied annual increments on being reclassified clerk-stenographer CAF 
service grade 3 in October 1947, and when she was denied the annual increment 
in December 1947 which she should have received had she remained continually 
in the classification clerk-stenographer CAF service grade 3, and when she worked 
overtime at various times and was paid at the rate for the lower classification and 
lower salary rates than she would have received if allowed to retain the same 
salary which she was receiving in the higher classification of clerk-stenographer 
CAF service grade 3 prior to being reclassified as typist CAF service grade 2), 
presented her grievance to the personnel officer of the New York regional office. 

18. Informal conferences were held in 1949 with the personnel officer of the 
Veterans’ Administration, New York regional office, deponent, and deponent’s 
representatives. Inasmuch as no satisfactory settlement of the grievance could 
be worked out at this level, deponent, in accordance with the provisions of the 
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Veterans’ Administration Manual M5-—4 (Employees Complaints and 
took an appeal to the Third Stage Advisory Appeal Board 

19. On March 17, 1950, a Third Stage Advisory Appeal Board convened and 
subsequently made recommendations to the manager of the Veterans’ Adminis- 
tration, New York regional office. 

20. On information and belief the Third Stage Advisory Appeal Board recom- 
mended that deponent be paid the salary loss which she sustained as a result of 
the facts in her case as set forth in this affidavit an presented to the Third 
Stage Advisory Appeal es 

21. On April 26, 1950, T. A. Hurlbut, acting manager, Veterans’ Administratior 
New York regional office, re rae red a decision with respect to the appeal of de- 
ponent to the Third Stage Advisory Appeal Board and with respect to the findings 
and recommendations made by said Board. This decision stat yt as follows 

1. Full consideration has been given to the grievance presented b 
with the findings and recommendations of the Third Stage Advisory fede Board 
which convened on March 17, 1950. 

2. It has been determined that the action taken by the Personnel Division 
relative to your change to a lower grade on June 2, 1947, and your promotion and 
reassignment on October 20, 1947, were effected in accordance with the regulations 
prevailing at that time. 

The results of the investigation and the hearing held relative to the statement 
of the difficulty submitted by you and enlarged upon by your representative 
have been completely reviewed. Regulations currently in effect, that is, Veterans 
Administration Technical Bulletin 5-75, and the Federal Personnel Manual 
chapter Z—1—314.01, prohibit the granting of periodic and additional step increases 
in your case. 

“4, A copy of this letter informing you of the decision made in this case will 
be placed in vour personnel folder.”’ 








you, together 





Deponent thereupon took an appeal to the fourth stage, which, in this case, was 
an appeal to the Administrator of the Veterans’ Administration. 
22. On July 12, 1950, a decision was rendered with respect to this appeal (fourth 


stage) by G. H. Sweet, Assistant Administrator for Personne] This decisior 
stated as follows: 
“1. Reference is made to your appeal to the Administrator nder the VA 


appeal procedure, from the decision of the acting manager, New York regional 
office on April 26, 1950. 

“2. The issues are concerned with the salary you were given when reduced 
from CAF-3 to CAF-2, June 2, 1947, in order to acquire permanent status, and 
to the salary given on vour promotion and reassignment October 20, 1947, to 


CAF-3. Also for consideration is your allegation that these actions our case 
as regards salary were arbitrary and discriminatory. 

“3. The facts as you have presented them are correct; that is, vou did not 
retain the salary you were receiving in grade 3 when you were given a grade 2 
appointment in June L947: and other ¢ mplovet S, Dut not all emnplove 5 re i i 
the salaries they received in higher grades upon being demoted to secure status. 


‘4. It is noted that in a memorandum dated May 28, 1947. vou stated that 
you were willing to accept reassignment from stenographer, CAF-3 to typist 
CAF-2 at $2,093.04. This, however, has not influenced central office in deter- 
mining the merits of your ease. On the other hand it has bee concluded that 


because of the conditions of operation at that time, there was reason for incon- 
sistencies that are not explained as administrative errors or as having been arbi- 
trary or discriminatory actions. Rather, they are explained by the fact that 


policies were changing and did change at the different field stations, and that 
instructions to the field stations outlining standard details of policies for the VA 
had not been issued. 

“5. In light of all the facts there appears to have been an injustice in your 
case. There is nothing, however, that the VA can do, consistent with regulations, 
to adjust your salaries in connection with the CAF-2 and CAF-3 assignments 
in 1947. In this connection we should comment that the good faith of the 
station appears to have been shown by the fact that they have seriously considered 

yays of equitable and proper personnel actions his has included discussion 
with you about a higher grade position that was open (hearing stenographer 
when you were asked if you wished to be a candidate and to have arrangements 


made for you to take the test for this position. You said you were not interested 
Earlier, in May 1948 the personnel officer and your supervisor talked with you 
having 


about resubmitting a description of your position for the purpose of 
2allocation considered. It appears that you did 1 not cooperate in this matter. 
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“6. It is realized that there is only a certain moral satisfaction vou may realize 
in receiving this decision. It represents, however, the only position that the VA 
can take in the matter since we do not have authority to approve the retroactive 
salary adjustments vou have requested.”’ 

23. Deponent, despite the recognized injustice in her case, has not been com- 
pensated for this injustice, has not received a salary adjustment retroactive to 
June 2, 1947, or to any previous or later date, and has not received any promotion 
or reclassification in lieu of a retroactive salary adjustment or in lieu of any other 
monetary consideration from the Veterans’ Administration, New York Regional 
Office or any other agency, officer, person, or authority) 


\ 


MARGARETTE G. Coox. 
Sworn to before me this 12th day of June 1950 
BoBBIE BRANCHE, 
Commissioner of Deeds. ( of New York. 


’ / 


Term expires May 1, 1952. 


PARLI I Basic per annum rates for salary actua J received b V/ s VJ rgarette 
G Cook, du ing period fron June ? 1947. th 0 igh J Lrié 4 ] Ww and basic per 


annum rates of saiary she would have received had she not been demoted 


Rate due 








Date Action Rate paid without 
t tion 
June 2,1947 Change to lower grade $2, 093. 04 $2, 318. 76 
OK 20,1947 I ition 2, 168. 28 2, 318. 76 
Dec. 28,1947 | Periodic pay increase 2, 168. 28 2, 394. 00 
July 11,1948 Salary adjustment (Public Law 900 2, 498. 28 2, 724. 00 
Oct 11948 I lic pay increas 2, 573. 52 ), 724. 00 
Jan. 9, 1949 do!____ 2, 573. 52 2, 799. 24 
O 1949 Salary adjustment (Public Law 429) and p tep i 
crease 2 81 ”) 2, 970.00 
Jan 8,1950 | Periodic step increase 2, 810. 00 150. 00 
Oct a 195 do 2? 90. 0 O50. 00 
Dex 51, 1950 N ae 2 S00. OO 0450. 00 
I } istt t (Publ Law 201 19 ”) +, 850. 00 
Oct. 28, 1951 Periodic step increase_. 270. 0 430. 00 
1Pe pay or p in ase which would |} been due had Mrs. Cook not been d ted on June 
2, 1947, a bsequ ly } 10ted Oct. 20 his periodic pay or step increase was not actually 
cessed 


TARLE I] Diff rence hetween gross salary recerved hy Vrs (nol tring pe riod 


from Jur # 1 Vid throug! J une VT. 19)aZ ind gross salary hie ) i have ree 


lifference 


tween Salary 











Rat ’ rat snd 
wale \ } ere ‘ 7 : 
I er rind rl h 
: : + i . 
VE 
w 
ile 
“ ? 
tion 
2 Oct. 19. 1947 Sar). Al S89. 18 $8 ON } 26. RO 
Oo % to De 97, 1947 R339 RQ. 18 79 F On. OF 
Dec, 28, 1947, to July , 1948 83.39 12. 07 &. 6S 14 121. 52 
ju Oct MS OS 104 & 6S 64. 44 
Oct. 51, 1948, to Jun. 8, 1949 y8, US 104. 76 5 78 re ) 
Jan. 9 to Oct. 29, 1949 : iS, OS 107. 66 &, 6S 9 152. 28 
Oct. 30, 1949 to Jan. 7 50. SOS . & ‘ » 75 
Jan. 8 to Oct. 28. 1950 : 108, 08 117 7 13.83 
Oct. 29 to De 31. 19050 1] 15 117 | 6.16 j 27.72 
Jan. 1 to July 7, 1951 111.15 117.31 6. 16 1344 83.16 
July 8 to Oct. 27, 1951 122. 69 128. 85 6. lf ~ 49. 28 
Oct, 28, 1951, to June 21, 1952 125. 77 1. 92 6.1 17 04. 55 
For overtime. ie ee A 178 
Grand total.......-. . 1, 016. 96 
11s table are ba ‘tion that Mrs, Cook was ina full pa 4 ir sll basic 
“ 1u g period a lid not work in ex of 40 hours at an ite in any 
work luring this period 
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WINSTON BROS. CO. AND OTHERS 


JUNE 20, 1952.—Committed to the Committee of the Whole House and ordered 


to be printed 


Mr. Fine, from the Committee on the Judiciary, submitted the 


following 


REPORT 
(To accompany H. R. 5841] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5841) for the relief of Winston Bros. Co., and others, having 
considered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 


‘hat jurisdiction is hereby conferred upon the United States Court of Claims 
to hear, determine, and render judgment upon the claims of Winston Brothers 
Company and the Utah Construction Company; Roy L. Bair and Compar 


and James Crick and Sons; J. A. Terteling and Sons, Incorporated; and T. ] 
Connolly, Incorporated, for losses in connection w ‘ontracts numbered 
12r—16197 and 12r-16796; 12r—16203; 12r—-16745; and 12r—-16311, with the Bureau 
of Reelamation during the vear 1948: Provided, That anv suit brought under the 
provisions of this Act shall be instituted within six months from tl 
approval thereof 

Proce edings for the determination ots ic] clain and ay peals fron 
ment of, any judgment thereon shall be in the same manner as in the case of 
claims over which said court has jurisdiction under section 1491 of title 28 of the 
United States Code. 


I and pay- 


The purpose of the proposed legislation is that jurisdiction is hereby 
conferred upon the United States Court of Claims to hear, determine, 
and render judgment upon the claims of Winston Bros. Co., Utah 
Construction Co., Roy L. Bair & Co., James Crick & Sons, J. A. 
Terteling & Sons, Inc., and T. E. Connolly, Inc., for losses sustained 
in connection with contracts with the Bureau of Reclamation 

The committee was of the opinion that this claim should be referred 
to the Court of Claims, in view of the fact that it could not determine 
the amount of losses. 

The facts in connection with these claims are as follows: 
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JUNE 10, 1952. 


MEMORANDUM ON H. R. 5841 ror LEGISLATIVE RELIEF To ENABLE CONTRACTORS 
To Recover Losses CAUSED BY GOVERNMENT PROJECT SLOWDOWN 





Contractors are Winston Bros. Co., Utah Construction Co., Roy L. Bair & Co., 
James Crick & Sons, J. A. Terteling & Sons, Inc., and T. E. Connolly, Inc. 

These contractors built the Columbia Basin Dam, a Federal project under 
Bureau of Reclamation. By the contracts the program extended through several 
fiscal vears. 

In August 1947 scheduled work keyed to progress schedules agreed to by the 
Government and contractors was interrupted and slowed down due to lack of 
funds. 

The reduced work schedule and curtailed program added costs not contem- 
plated. This was recognized by the Interior Department, but administratively 
was not reimbursable. 

On January 28, 1948, with particular reference to claims of certain contractors 
on the Central Valley project in California, the Solicitor of the Department of the 
Interior ruled that claims of this general nature could not be administratively 
recognized and concluded (for the complete ruling, see appendix III of statement): 

“Hence, the possibility of making these contractors whole with respect to their 
added costs resulting from the exhaustion of funds and the work stoppages would 
seem to depend upon congressional action in their behalf, or perhaps upon the 
successful outcome of proceedings instituted by them in the Court of Claims. If 
the contractors and the Bureau of Reclamation could agree regarding the amounts 
of the increased costs which were incurred by the contractors as a consequence of 
the exhaustion of funds and the resulting work stoppages, it would not be inappro- 
priate, in my judgment, to join the contractors in a request that Congress relieve 
the contractors with respect to such amounts.” 

The legal position expressed in the above-quoted opinion of the Solicitor of the 
Department of Interior was likewise given expression in hearings before the sub- 
committee of the Committee on Appropriations, United States Senate, in the 
course of a colloquy between Senator O’Mahoney and Clifford E. Fix, attorney 
for the Bureau of Reclamation: 

“Mr. Frx. It is my view that such a [suspension of work] provision does not 
permit * * * an equitable adjustment for a situation arising out of a lack 
offunds. * * * 

“Senator O’ Manoney. Then it is vour position that if the Bureau should be of 
the opinion that an eq itahble adjustment is desirable in this case you could not 
make such an equitable adjustment in vour opinion unless Congress should pass 
legislation authorizing such an equitable adjustment? 

“Mr. Frx. That is correct, sir. 

“Senator O’Manonery. This matter can be settled, then, by an authorization 
act of the Congress giving the Bureau, or any other tribunal, the authority to 
determine what loss, if any, the contractors have suffered without fault on their 
part. 

‘Mr. Frx. That is right, sir. 

“Senator O’Manoney. And an appropriation to carry that out. 

“Mr. Fix. That is right, sir.’’ (See appendix IV for excerpts from congressional 
hearings on the Central Valley situation in which notice was given of the Columbia 
Basin claims.) 

Subsequent to this determination the claim was recognized and so handled. 

This is the same claim situation—and all that is being requested is to have the 
Court of Claims determine the loss, if any. 

In conference with the Interior officials, Mr. S. E. Burt, Washington representa- 
tive of these contractors, was assured of sympathetic treatment under the above 
procedure. He was told by Mr. Maston White, the Solicitor, there was merit in 
certain of the claims but he was, of course, legally powerless to grant relief. 

By Under Secretary Warne, Mr. Burt was assured the Department of Interior 
would not oppose legislative request for relief. 

Mr. Burt was further assured by Mr. Tom O’Brien, lately deceased, but Chief 
Attorney for the Bureau of Reclamation and formerly co-worker with Mr. Burt, 
that equitable adjustment was due these contractors. 

The Secretary of Interior, in a letter to Congressman Celler dated January 23, 
1952, concedes that some of the claims are provable and due to slow down. The 
Secretary: 

“There is no doubt but that some of the contractors did incur additional 
expense because of their willingness to cooperate with the government.”’ 
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In reply to a further letter from Secretary Chapman, dated April 4, 1952, it 
should be added that 

Paragraph 3 states these contractors have performed under other contracts 
with the Bureau of Reclamation so they should have been aware of t effect of 
the meaning of the “contingent on appropriations” claus: 

These contractors had never had this situation happen befor ler ay ; 
tracts, nor has there ever been a legal decision rendered regarding the effect of 
this “contingent on appropriations”’ clause 

Paragraph 4 merely recites matters agreeable and already part of 1 

In paragraph 5 the Secretary states that congressio action t 
contractors (this was the similar Central Valley cas based pr 
failure of the Bureau of Reclamation to make allotments and 
tractors of such allotments. 

There is nothing in the bill or the report of such bill that says that 
in the bill for relief of Parrish Bros., another similar case, no such stat 
included. 

\lso, in paragraph 5 reference is made to the action of the B ¢ 
appropriated funds available, primarily for installation of power generat ts 
and States this Was d me in accordance with ce ference « Wi? tte re ml l i 
tions on H. R. 3123. 

We presume the supply contracts for the power units contained the 
“contingent on appropriations” provision; further, there was no specifie d 


in the conference report for full scheduling of power contracts at the exy 
these contractors’ contracts. 
In paragraph 6 the Secretary admits the Bureau of Reclamation asked that 


these contractors “slow down” or retard work schedules We admit it was 
voluntary but it was based upon the express representations by the Denver 
regional office, Director Banks, that the Bureau would do all its power to make 


the contractors whole again and help them to recover the added cost 

Paragraph 7 of this newest Secretary letter report of April 4, 1952, is merely 
legal argument which could best serve the Secretary when presented to the Court 
of Claims. 

Paragraph 8 refers to lack of Government audit by these contractors’ records 
and in this connection the contractors have repeatedly requested the Bureau of 
teclamation to make its own independent audit, which they have refused 

Certainly if, as the Secretary states, there is a difference of opinion on the 
amount of claims how can he object to permitting the 
claims to the Court of Claims for final determination? Let the judge determine 
what, if any, is owing each contractor. 

Paragraph 9 concerns itself with the fear of having to pay any determined 
claims. 

Whether such claims are chargeable to the Columbia Basin project or not 
certainly this is not an unfair bill, requesting relief through adjudication in the 
Court of Claims. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 5% D. C., April 4, 1952 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C 


My Dear Mr. CrELLErR: This letter is in compliance with your request for a 
report on H. R. 5841, a bill for the relief of Winston Bros. Co. and the Utah 
Construction Co.; Roy L. Bair & Co., and James Crick & Sons; J. A. Terteling & 
Sons, Inc.; and T. E. Connolly, Ine. 

The bill, if enacted, would confer jurisdiction upon the Court of Claims to 
hear, determine, and render findings of facts as to the amount of increased costs, 
if any, incurred by the contractors named in the bill which were ‘‘a result of, or 
attributable to, the disruption or delay of construction work’ on certain Bureau 
of Reclamation contracts. This disruption or delay arose out of or was connected 
with an insufficiency in the funds appropriated for construction of the Columbia 
Basin project for the fiscal year ending June 30, 1948. Upon certification of the 
court’s findings to the Secretary of the Treasury, he would, under the terms of 
the bill, be required to pay over to each of the contractors named in the bill the 
amount found by the court to be due it. Neither the court nor the Secretary of 
the Treasury would be permitted to inquire into the law which would, absent 
enactment of this bill, govern the contractors’ rights of recovery. Particularly, 
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enactment of H. R. 5841 would direct assessment of the contractors’ claims and 
payment of the amount found by the Court of Claims without regard to the 
provisions of section 12 of the Reclamation Project Act of 19389 (438 U.S. C., 
1946 ed., sec. 388). This section, which was incorporated in the contracts, reads 
as follows: 

‘When appropriations have been made for the commencement or continuation 
of construction or operation and maintenance of any project, tie Secretary may, 
in connection with such construction or operation and maintenance, enter into 
contracts for miscellaneous services, for materials and supplies, as well as for 
construction, which may cover such periods of time as the Secretary may consider 
necessary but in which the liability of the United States shall be contingent 
appropriations being mac le therefor.” 

The contractors named in the bill, with the exception of those under contract 
No. 12r-16203, had performed a considerable amount of work under other con- 
tracts with the Bureau of Reclamation which contained a ‘‘contingent on appro- 
priations” clause and can hardly be supposed to have been unaware of the possibility 
of insufficient appropriations or of the effect and meaning of the clause 

‘he facts which gave rise to the claims te which H. R. 5841 is predicated are 
outlined in our letter of May 1, 1951, to the Hon. Michael J. Kirwan, chairman 
of the Subcommittee on Interior Department Appropriations of the House 
\ppropriations Committee. A copy of this letter is attached. There are also 
attached copies of opinions of the Solicitor of this Department upon appeal from 
the contracting officer’s initial disallowance of the claims. 

In the letter to Congressman Kirwan just mentioned, reference is made to legis- 
lative relief which has already been granted to certain other contractors who 
shut down upon exhaustion of funds. It is believed that congressional action to 
relieve these contractors was based primarily upon failure of the Bureau of Recla- 
mation to make allotments and to aye the contractors of such allotments. In 
connection with the contracts covered by H. R. 5841, the appropriated funds 
were used primarily for installation of power-generating units so that this work 
cou ild proceed without interruption in accordance with the recommendations of the 

mnference committee on H. R. 3123, Eightieth Congress (H. Rept. No. 1013, 
p. 15). The remaining funds, other than amounts necessary to cover projects 
costs, were divided on an equitable basis among the contractors for the irrigation 
phases of the Columbia Basin project, and these contractors were advised of the 
amounts available to each of them well in advance of any possible exhaustion of 


fun 

The contractors’ agreement to a slowdown of their work, though made at the 
sugges tion of the Bureau of Reclamation, was entirely voluntary. By it they 

oided the risk of a total stoppage of the work due to a complete exhaustion of 
fei: It is our considered judgment that the increased costs, if any, which re- 
sulted from the slowdown of operations were less than would have been incurred 
had there been complete exhaustion of funds resulting in a shutdown of the work, 
This would have occurred if work had been prosecuted at the rate previously 
planned and if supplemental funds had not been made available by Congress 

It has been contended by some of the claimants that there was no failure in the 
appropriation but a failure to allot available funds in the proper manner, thereby 
preventing certain contractors from proceeding with the work. If this were true, 
such claimants would have a right of recovery in the Court of Claims on the ground 
of a breach of the contract by the United States. It could not be true of all of the 
contractors, however, since Obviously the total funds, $21,617,000, were inade- 
quate to take care of all of the estimated potential obl ean $24,272,000, to all 
the contractors and it cannot be said that they should have been used to take care 
of certain ones. 

Although no audit has been made of the contractors’ records, the evidence avail- 
able to this Department indicates that the amounts heretofore claimed as in- 
creased costs are not supportable. These claims total approximately $1,285,000. 
While, as is indicated in the attached letter to Congressman Kirwan, ‘‘There is no 
doubt but that some of the contractors did incur additional expense because of 
their willingness to cooperate with the Government,” it is also our belief that one 
of the contractors involved did not suffer any increased cost because it did not 
slow down its work. Because of conflicting claims on this point, we sauaeanaia 
request that if the contractors are granted a hearing on this matter before the 
committee we also be permitted to offer testimony. 

Since payment of the contractors’ claims under the terms of H. R. 5841, if it 
is enacted, will be in the nature of a gratuity, they cannot properly be treated, 
we believe, as a cost of the Columbia Basin project. The case would be other- 


upon 
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wise if the claims were. as we believe thev could not be Ieee 
judgment in an action involving a decision on both the la il 
For the reasons stated above, we find no merit nH. R. 5841 
The Bureau of the Budget has advised that there woul 
submission of this report to your committ 


Sincerely vour 


fon. Micuarn J. KIRWAN, 
Cha ronan, Inte oO Dy partment | Dro] ‘ 
House of Revresenintives. Washinaion. D: 
My Drar Mr. CuatrRMAN: In vour letter of M 
sentatives of Winston Bros. Co. and th tah ¢ t tion ¢ Rov L. Ba 








Co.; and James Crick & Sor J. A. Terteling & ne.; and I. E. ¢ 
Inc., had appeared before your committee regat x cla 
tailment of work on the Columbia Basin project fiscal vear 1948 \ 
for my views regarding the legal and equitable ditv of these 4 
whether the amour ‘laimed repres¢ i ( re of ? 

There is no legal | is upon which tl Dep | 
which are somewhat parallel with the claims of several contractor! the Centr 
Valley project area who were given legislative f Not all of 
into the same category and, since work here wa wed down but not stopp 
as in the Central Valley region, the parallel] Ss not exa 

In review, the facts are that the regular appropriation act for { ear 1948 


earried $17,500,000 ‘‘for continuation of construction and ot r purpose author 
ized by the Columbia Basin Project Act of March 10, 1943 
of $4,117,000 from the 19447 fiscal ear, this made 821,617,000 a‘ 


penditure on the project during the fiscal vear 1948 
~ At the end of the 1947 fiseal vear and before enaetm« of the 1948 a 
tion, the programed activities on the project were | 
if continued, would require at estimated expenditure of $37,359,000 
fiscal vear 1948, or about 515,742,000 in exce of e fund 

It, therefore, became necessary »adyust the or ally pregramed act 
as to keep Withil tiie requirements of Aw tha ! I yne 
appropriate {mav be expended or obligated | e ad mer 
in the light of the purposes for which the appropria Wwe 
manner as would best serve the interests of the ernie 


When the 1048 funds 


tracts made in prior fise: 








was made contingent on Cougress making the necessary appropt 
The potential earning nder these contracts in the fist vear 1944S 
other necessary and related activities, if wor ereunder were to ¢ 
restricted, were estimated at $24,272,000, or approximately $2,555,000 ‘ ; 
of the total funds available for all project purpos 

On the basis of the amounts estimated to be available for the eral phast 
the project, tentative programs were suggested ( { 
tinued until about February 1, 1948, if the anticipated work progress on t 
project, except with respect to the generating unit a owed dow tO sorne 
extent such a proced ire was designed to avoid a complete nhut-adownh of the 
work before Congress, which was not scheduled to re vene until January, had 
an opportunity to appraise the situation \s matters turned out, however, a 


special session was convened in November 1947 and the necessar ipplemental 
appropriations were provided in December 1947 
On August 1, 1947, Regional Director News ind District Manager Ba 
submitted recommendations, which were approved, that 
a) Funds be allotted to the office of the Commissioner in Denver for 
services in connection with the cle signing, procurerme t. al 1 other re ire 
ments for the 1948 fiscal vear, and that funds a be allotted t irr ( : 
sary project personnel, including the development staff at Ephrata 
out the 1948 fiscal vear. 
(b) In accordance with the recommendation expressed in the conference 
report on the appropriation bill, the installation of the generati nits 
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proceed without delay, and funds be allotted to carry the work throughout 
the entire fiscal year. 

(c) Existing construction and supply contracts be reviewed and “by such 
mutually agreeable arrangements as may be legally permissible within the 
terms of the contracts, construction and delivery schedules be rearranged 
so that progress payments can be made within funds available for earnings 
until February 1, 1948,” and that the project take the initiative in carrying 
out such arrangements in close collaboration with the regional and Denver 
offices. 

(d) Work on the spillway bucket be deferred, reserving such small amounts 
as may be necessary to protect and maintain existing equipment. 

e) Short-term construction and supply contracts be awarded to the 
extent necessary to prevent shutdown of existing work. 

(f) Close examination be made of all contracts where it is estimated initial 
earnings would not accrue until after February 1, 1948, and wherever possible, 
within the terms of the contract, either by mutual agreement or by action of 
the contracting officer, deliveries, schedules, and payments be deferred to the 
extent compatible with the revised program. 

This recommended curtailed program was approved by the Commissioner of 
Reclamation because it would afford Congress an opportunity to decide whether 
it wished to shut down the project or provide supplemental funds for its continu- 
ance. It was determined that the program, as curtailed, would cause a lesser 
waste of funds than would a complete shut-down before Congress had an oppor- 
tunity to decide the matter. 

Accordingly, on August 12 and 16, meetings were held with the several con- 
struction contractors, at which they were advised that approximately $5,086,000 
was the extent of the funds that would be available for the payment of their con- 
tract earnings until Congress provided additional funds, which, it was believed, 
could not be made available until around February 1, 1948. After discussing the 
requirements of the several contractors and the extent to which they could cur- 
tail their work, the contractors agreed to curtail their work upon condition that 
they be granted the necessary extension of time within which to complete their 
contracts, but that they would not waive any rights that they might have for the 
payment of damages resulting from their curtailed operations. 

Under the agreements— 

(a) Bair-Crick Cos. were to keep up to maximum progress except on head- 
works, in order to avoid losses. The amount allotted was $650,000. 

6) Terteling would fill up the trench and complete the diversion tunnel 
at Long Lake and concentrate on canal excavation to free the big dragline 
as soon as possible, but would do no canal lining. The amount allotted for 
this was $733,000. 

(ec) Connolly would suspend work on the south heading of the Bacon 
tunnel and siphon and concentrate on the north heading of the tunnel. The 
amount allotted for this work was $674,000. 

(d) Winston-Utah would suspend work on the west canal as soon as the 
hand-placed lining in dry coulee was completed—in about 2 weeks—and con- 
centrate on the east low canal excavation. The amount allotted for this 
work was $1,006,000. 

(e) Lytle, Amis, and Green would cut from three shifts to two, and pro- 
ceed with the diversion tunnel, and bring the embankment up to the level 
of the creek bed to avoid damage from spring floods. The amount allotted 
for this work was $2,200,000. 

Bair-Crick submitted a claim for $234,499.95 based upon the alleged curtailment 
of construction, which claim was denied by the Department in administrative 
decision CA—110 dated February 27, 1951. It appears that these companies did 
not curtail their work 

Terteling’s claim was in the sum of $86,512.15. It was denied by the Depart- 
ment in administrative decision CA—69 dated May 9, 1950. This contractor cur- 
tailed its wor’ on Long Lake Dam but continued its work on the main canal with- 
out curtailment. 

T. E. Connolly, Ine., filed a claim in the amount of $779,622.79, which was 
denied by the Department in administrative decision CA—101 dated November 
29, 1950. This contractor discontinued work on one heading of the Bacon tunnel 
and may have reduced its operations at the other heading and on Bacon siphon. 

Winston-Utah submitted a claim for $184,250.08, which was denied by the 
Department in administrative decision CA—93 dated November 20, 1950. These 
companies sharply curtailed operations on the west canal, but continued the work 
on the east low canal without curtailment. 
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Lytle, Amis, and Green has executed a release on the contract without exe 











€ ep- 
tion. No claim has been presented on behalf of the contractor : 

Appropriate extensions of time were granted to the ntract e delays 
due to the slow downs. 

The chief engineer of the Bureau of Reclamation has not vet ade an ay Lisa 
of the claims because there is presently no legal basis up¢ Depar 
could consider them. Such an appraisal, after the Departm« ad appropr 
criteria for their consideration, would require several months and 
ment of additional data which, if available at all, are only available at 

The slowdowns were not directed by the Government | i 
have proceeded with their work until the funds allotte 
or could have, as they did to some extent, with the exception of Bair-( 
their work so as to avoid a complete shut-down when Congress was 

Their action was taken on a voluntary basis at the request of the Gove 
in exchange for assurance that they would be g edi ¢ ensl 
their actions would not be construed as relinquishing whatever 
might have to recover from the Government anv costs or damage ( 
of the shortage of funds. In our opinion, they « 1 not recover 
the contract, which specifically provides that the tbilitv of the Gover 
contingent on Congress making the necessary appropriations therefor | 
ho doubt but that some of the contractors did incur additional ¢ { i 
of their willingness to cooperate with the Governme 

It is pointed out, however, that their position 1 omewhat different tha 
contractors on the Central Valley project Who were fgivel CLISIALIVE ellel | 


Central Valley contractors had less than 4 ¢ 

tion of funds, and were thereby precluded from rearranging their schedu 
keep their work within the funds available until Congress convened rhey e 
as did other contractors on the job, have continued with their work, at their 1 
pending supplemental appropriations, but chose to shut down their operat 
instead. The claimants here, however, had several months’ notice of an impend- 
ing exhaustion of funds and, at the Government’s request, did rearrange their 
schedules. From a legal standpoint, this was as much to their advantage as 


i 


lays notice of the impendan e) 





Was to the Government, unless the cost of a complete s} ut-dow! would have he 


less than the cost of curtailing the work. 
If the Congress desires to give the Department jurisdiction over these claims 


and a proper basis for their consideration, we will of course, endeavor to appraise 
them in detail and offer our judgment with regard to them 
Sincerely yours, 
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AMENDING SECTION 5 OF THE ACT OF JUNE 29, 1888, 
RELATING TO THE OFFICE OF SUPERVISOR OF NRW. 
YORK HARBOR = i 


JUNE 20, 1952 Committed to the Committee of the Whole House on the@Qtate 


of the Union and ordered to be printed 


Mr. Buck.uey, from the Committee on Public Works, submitted the 


following 


REPORT 
To accompany H. R. 8234 


The Committee on Public Works, to whom was referred the bill 

(H. R. 8234) to amend section 5 of the act of June 29, 1888, relating 
to the office of supervisor of New York Harbor, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 
m The act of June 29, 1888, referred to in this bill, is now enforced 
by a line officer of the Navy under the direction of the Secretary of the 
Army, and the purpose of H. R. 8234 is to eliminate the need for 
assignment of a Navy officer by adding the responsibility of enforce- 
ment to the present duties of the district engineer at New York. 

The Department of Defense has requested the enactment of this 
legislation and in support thereof has submitted a letter from the 
Assistant Secretary of Defense to the Speaket of the House of Repre- 
sentatives, advising that this proposal is a part of the Department of 
Defense legislative program for 1952 and has been approved by the 
Bureau of the Budget. 

No expenditure of Federal funds is involved in this bill. 

The comments of the Department of Defense are contained in the 
following communication: 

AssISTANT SECRETARY OF DEI 
5 hing dD. ¢ Ju 
Hon. Sam RayBurn, 
Speaker of the House of Representat ; 
DraR Mr. Speaker: There is forwarded her 


1 i 4 
tion to amend section 5 of the act of June 20, ISSS,1 atl! to e office I per 
visor of New York Harbor 

This proposal is a part of the Department of Defense legislative program for 
1952, and it has been approved by the Bureau of the Budget The Depart: 


of Defense recommends that it be enacted by the Cor 





AMEND SECTION 5 OF THE ACT OF JUNE 29, 1888 


PURPOSE OF THE LEGISLATION 





The 1888 act is now enforced by a line officer of the Navy under the direction of 
the Secretary of the Army and the purpose of the proposed legislation is to elimi- 
nate the need for assignment of a Navy officer by adding the responsibility of 
enforcement to the present duties of the district engineer at New York. The act 
prohibits the deposits of anv matter which would be injurious to navigation excepi 
as may be permitted by the supervisor of the harbor It applies only to New York 
Harbor and adjacent waters. Subsequently, the Congress enacted similar but 
general legislation in the River and Harbor Act of March 3, 1899 (83 U.S.C. 4038 

107) applving to all the navigable waters of the United States, administered by the 
Chief of Engineers under the direction of the Secretary of the Army In practice, 
close liaison has been maintained by the district engineer at New York with the 
supervisor to avoid any duplication and the principal value of the proposed legisla- 
tion would be in eliminating the need for assignment of a naval officer to perform 
the duties of the supervisor. Substantial monetary savings, however, would also 
result mainly because certain plant and equipment presently engaged in river ana 
harbor work under the district engineer could be used in a dual capacity. 


COST AND BUDGET DATA 


‘he present annual operating budget of the office of the supervisor of New York 
Harbor is about $400,000, and it is believed that a saving of about 25 percent 
could be effected by the proposed legislation. 


DEPARTMENT OF DEFENSI ACTION AGENCY 


The Department of the Army has been designated as the representative of the 
Department of Defense for this legislation 
Sincerely yours, 


CHARLES A. COOLIDGE 


O 
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ABOLISHING THE APPEAL BOARD OF THE OFFICE OF 
CONTRACT SETTLEMENT 


JUNE 20, 1952 Committed to the Committee of the Whole House on the #tate 
of the Union and ordered to be printed 
- 


Mr. Brysox, from the Committee on the Judiciarv, submitted@the 


following 


REPORT 
[To accompany 8. 2199] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 2199) to amend the Contract Settlement Act of 1944 and to abolish 
the Appeal Board of the Office of Contract Settlement, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass 


STATEMEN' 


The purpose of the mmstant bill is to provice for the abol tion of the 
Appeal Board established under section 13 (d) of the Contract Settle 
ment Act of 1944. The Appeal Board was originally established as 


a part of the Office of Contract Settlement as an org 


an or vehieli 
whereby ® war contractor who Was not satisfied by thr findings olan 
contracting agency with respect to his claim filed under the Contract 
Settlement Act might take an appeal to the Appeal Board 

The Office of Contract Settlement has already been abolished and 
its functions transferred to the General Services Administration by 
an act of June 30, 1949 (63 Stat. 378 The present legislation has 
been introduced at the request of the Administrator for the General 
Services Administration upon the ground that the work presently 
pending before the Appe al Board has reached the point where legisla 
tion providing for its orderly liquidation is indicated. During the 
past 12 months only six appeals have been filed with the Board. None 
have been filed since January 1, 1952. In all there are seven appeals 
how pending before the Board and awaiting decision All appeals 
have been heard and briefs have been submitted. In addition, the 


Contract Settlement Act has been effective for 7 vears and the com 
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mittee is of the opinion that ample opportunity has been afforded 
claimants to file any claims which may have been authorized under 
that act. In abolishing the Board a contractor, not satisfied with an 
agency’s determination, will still have the right to pursue his claim 
either in the Court of Claims or the United States district court as 
provided for under section 13 (b) (2) of the Contract Settlement Act 
of 1944. 
ANALYSIS OF THE BILL 


Section 1 of the bill provides for the orderly abolishment of the 
Appeal Board between 6 and 9 montis after the eifective date of this 
legislation. Section 2 prohibits the acceptance of further appeals or 
disputes by such Board, effective 30 days after enactment, and 
provides that all appeals and disputes pending before such Board upon 
the effective date of abolition shall be terminated without prejudice 
and protects the right of affected parties to pursue such other remedies 
as are provided by law. This section also extends for 60 days after 
the effective date of abolition the right of parties whose appeals were 
terminated thereunder to pursue any other remedy provided by sec- 
tion 13 (b) (2) of the Contract Settlement Act. It also directs the 
Board to return to appellant any appeal which is filed after the expira- 
tion of the 30-day period but prior to the effective date of abolition, 
with a notice in writing that such appeal cannot be accepted, and, 
where such appeal was filed in good faith and would have been timely, 
except for this bill, it proposes to extend for 60 days, after the receipt 
of such notice, the period for pursuit of any other remedy provided 
by section 13 (b) (2) of the Contract Settlement Act. 

Attached hereto and made a part of this report are communications 
from the General Services Administration, Secretary of Commerce, 
the Department of the Air Force, and the Reconstruction Finance 
Corporation concerning this legislation. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C. September 22, 1951. 
The honorable the SPEAKER OF THE House or REPRESENTATIVES. 

Sir: There is submitted herewith, for the convenience of the appropriate com- 
mittee, a suggested draft of legislation which provides for the abolition of the 
Appeal Board which was established under section 13 (d) of the Contract Settle- 
ment Act of 1944 (58 Stat. 649). 

The work presently pending before the Appeal Board, Office of Contract 
Settlement, has reached the point where legislation providing for the Board’s 
orderly liquidation is indicated. During the past 12 months only 11 new appeals 
have been filed with the Board. The number of cases pending have now been 
reduced to 12. Accordingly, it is believed that legislation abolishing the Appeal 
Board should be enacted promptly. 

The Bureau of the Budget has indicated that this legislation is in line with the 
President’s program. 

Very truly yours, 
Jess Larson, Administrator. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., June 18, 1952 


Mr. Cyrit F. BrickFre.p, 
Committee Counsel, Committee on the Judiciary, 
House of Re presentatives, Washington £5, D. C. 
DeaR Mr. BrickFiE_p: Reference is made to your telephone request of the 
associate general counsel for certain additional and current information regarding 
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the work of the Contract Settlement Appeals Board, in connection with the com- 
mittee’s consideration of H. R. 5573 and 8S. 2199, to amend the Contract Settle- 
ment Act of 1944 and to abolish the Appeal Board of the Office of Contract 
Settlement. 


Six appeals have been filed with the Board since June 1, 1951. None have 
been filed since January 1, 1952. 

There are seven appeals now pending before the Board awaitir 1 ! hey 
have all been heard and briefs have been submitted In add there are 
inactive appeals pending, all of which have been held in abe for some time 
awaiting ee ee ee by the Armed Ser\ Contract Se t Board 

Three appeals have been decided by the central Board he pa 10 davs 


and hence are appealab le 1 o the Court of Claims 

There are no full-time members of the Ay 
the four active part-time aah rs, two are comp sted on a per dien 
and two, who hold other Federal positions, serve as members of t! 
additional compensation. 

[ shall be very glad to furnish any further information which vou may feel 
will be helpful to the committee in considering the proposed legi 

Sincerely Vours, 


MaxwewLui H. Exvurort 


Hon. EMANUEL CELLER, 
Chairn an, Committee on the Judicia i, 
Hlo sé oj Rep esentalives, Washin Jion, l ( 


DEAR Mr. CHAIRMAN: vues evar! n further reply to vour request of N 
ber 26, 1951, for the views of this Department concerning H. R. 5575, a | 
amend the Contra: Settlement Act of 1944 and to abolish the Appeal Board of 
the Office of Contract Settlement 
The bill would provide for the abolition of the Appeal Board of e Office of 
Contract Settlement The bill provides further that part } ‘ eals have 
not been acted upon prior to the abolition of t) Appeal Board would be free to 
pursue such other remedies as are provided by law 
This Department vuld interpose no o} tion to the enactment of H. R. 5573 
We are advised by the Bureau of the Budget that it would 
to the submission of this report If we can be of further assistance in this 1 ter, 
please call upon us 
Sincerely yours, 
PHomas Sei i 
} aes f ; 
DEPARTMENT OF THE AiR For 
OF CE OF HE ®S I RY 
Was! / } ) 


Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

DeaR Mr. CuHarRMAN: Reference is made to vour recent request for the views 
of the Department of Defense on H. R. 5573, a bill to amend the Contract Sett 
ment Act of 1944, and to abolish the Appeal Board of the Office of Contract 
Settlement. ‘The Secretary of Defense = designated to this Department the 
responsibility for expressing the views of the De partment of Defense. 

The purpose of this bill is to provide ig the orderly liquidation of the Appeal 
Board established under section 13 (d) of the Contract Settlement Act of 1944. 

Only a small number of contracts executed under the First War Powers Act of 
1941 remain to be completed and few, if anv, disputes are expected to arise from 
the termination of these contracts. ‘The insignificant number of appeals which 
may arise does pot appear to justify the continued existence of an appeal board 
and these few appeals may be heard in the Federal courts under other provisions 
of law. In view of the above, the De partment of Defense offers no ot jection to 
enactment of H. R. 5573. 

Enactment of H. R. 5573 would not require any additional expenditures, but 
should result in a savings to the Government. 
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This report has been coordinated among the departments and boards of the 
Department of Defense in aecordance with procedures prescribed by the Secre- 
tary of Defense. 

The Bureau of the Budget has advised that there is no objection to the sub 
mission of this report. 

Sincerely yours, 
R. L. Gitpearric, 
Acting Secretar { oj the Aur Force. 


RECONSTRUCTION FINANCE CORPORATION, 
Washington oe 2). a>. we bruary 29, 195? 
Hon. EManvuEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C 


Dear Mr. Ceuier: Your letter of November 21, 1951, requests the views of 
this Corporation on H. R. 5573, a bill to amend the Contract Settlement Act of 
1944 and to abolish the Appeal Board of the Office of Contract Settlement 

Receipt of your letter was acknowledged on November 28, 1951 

We are in general accord with the purposes of the bill. We suggest, however, 
that it be amended to include a time limitation upon the filing of section 17 (a 
claims. The Contract Settlement Act has been effective for over 7 vears, and 
ample opportunity has been afforded claimants to file. It is unreasonable to ex- 
pect the Government to continue to entertain such claims in view of the increas- 
ing shift of informed personnel, unavailability of competent witnesses, and dis- 
persal of records. The proposed bill would seem to be the best place to include 
such a limitation 

The Bureau of the Budget has advised that the enactment of this legislation 
would be in accord with the program of the President and has authorized trans- 
mittal of this report to vour committee. 

Sincerely, 
Harry A. McDonaup, Administrato: 
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AMENDING SECTION 112 (N) OF THE INTERNAL REVENUE CODE 
(RELATING TO NONRECOGNITION OF GAIN FROM SALE OR 
EXCHANGE OF RESIDENCE) WITH RESPECT TO PERSONS SERV- 
ING ON ACTIVE DUTY WITH THE ARMED FORCES OF THE 
UNITED STATES 


Sennen ee 


JUNE 20, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Srupson of Pennsylvania, from the Committee on Ways and 


Means, submitted the following 


REPORT 
[To accompany H. R. 8270 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 8270) to amend section 112 (n) of the Internal Revenue Code 
(relating to nonrecognition of gain from sale or exchange of residence) 
with respect to persons serving on active duty with the Armed Forces 
of the United States, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


GENERAL STATEMENT 


Section 318 of the Revenue Act of 1951 amended the Internal Revenue 
Code to eliminate the imposition of a capital gains tax on the differ- 
ence between the adjusted basis and the sale price of a taxpayer’s 
principal residence when the proceeds of sale are used by the taxpayer 
to purchase a substitute residence. In order for a taxpayer to be 
entitled to this more favorable tax treatment the new residence must 
be acquired within a period of 1 year prior to or subsequent to the 
sale of the old residence or construction of the new residence must 
begin before the expiration of 1 year subsequent to the sale of the 
old residence and be completed not later than 18 months after the 
date of such sale. 

The purpose of H. R. 8270 is to suspend the running of the 1-year 
or 18-month period during the time a taxpayer is serving on active 
duty with the Armed Forces of the United States during the present 
emergency. Unless the running of this period is suspended during 
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the time of active military service of a taxpayer a substantial number 
of our veterans will be deprived of the tax benefit accorded other tax- 
pavers under the amendment to the code made by section 318 of the 
1951 act. 
The Treasury Department has no objection to the enactment of this 
legislation 
PECHNICAL EXPLANATION 


Section 112 (n) of existing law, relating to the nonrecognition of 
vain upon the sale of an old residence and the purchase of a new resi- 
dence, requires that the new residence be acquired prior to the expira- 
tion of 1 year after the date of the sale of the old residence or that 
construction of the new residence begin before the expiration of such 
| year and be completed not later than 18 months after the sale of the 
old residence. The bill adds a new paragraph (S) to section 112 (n) 
in order to provide that such l-year or 18-month period, as the case 
They be, shall be extended to include the period during which the tax- 
paver serves on extended active duty in the Armed Forces after the 
date of sale of the old residence and before January 1, 1954. The 
period, however, cannot be extended bevond the date which falls 4 
Vears after the date of the sale of the old residence. 

The eXtension covers Dot only the Armed Forces service of the 
tuxpaver, but if the taxpaver and his spouse used both the old and the 
new residences as their principal residence, then the extension applies 


manner to the time tl 


1 Gin he taxpayer's spouse is on extended active 
duty with the Armed Forces. 

The time during which the running of the period is suspended is a 
p yf thre pe riod Thus, coustruction costs duriag such time are 
mcluded under section 112 (n) (2) (D 

Che l-vear .) xl referred to im section 112 ( 2 ie relating to 


the use by the taxpaver of more than one resid ace durime such period 


is not extended by the bill Thus, if the tuxpaver is on exte ided active 
duty from January 1, 1951, to January 1, 1954, if he sells his old resi- 
dence on January 1, 1951, acquires a new second residence 13 months 
later on February 1, 1952, sells that residence on Mareh 1, 1953, and 
acquires 2 new third residenee on November 1 1954, section 112 } 
112d \ | to the sale of the first resid ee and the acquisition of the 
cond, and also may apply a second time to the sale of the second 
( | e and th acquisition of the third residence [t mav b noted 


1) this ex imple hat the new paragraph Ss) WO ld apply to bry 1 the 
Silt | the first a ict the purehase of the second res] lence Withia the 
eriod specified in seetion 112 (n 1). It would also bring the sale of 
1c second and the purchase of the third residence withta such period 


| 
{ 
it would not, however, apply so as to bring section 112 (n 2 I into 


section 112 (n 2 (;) refers to the | vear period spec ified in sec- 
tion 112 (mn) (2) (F), and provides that in certain cases such period 
shall be 18 months Section 112 (n 8), as added by the bill, does 
2) (G) is also applicable to section 112 (n) (2 IK). Thus, if sub- 
paragraph (G) is not applicable, the period under subparagraph (fF 
is 1 vear and is not subject to extension under paragraph (8 Simi- 
larly, if subparagraph (G) is applicable to subparagraph (ff), the 
period under subparagraph (F) is 18 months, and such 18-month 


not applv to section 112 (n) (2) (F) whether or not section 112 (n) 
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period is not subject to any extension by reason of paragraph (S) of 
section 112 (n 

Furthermore, since the l-vear period referred to in section 
3 occurs prior to the date of sale of the reside ee, suet year pero s 
not extended by reason of the provisions of new paragrapl \ 
section 112 (n 


Paragraph (8) is applicable for the purpose of di 





referred to im section 112 1) 7 relaty i to bye tit 
Vhus. the period referred to m section |‘? 4 \ 
is thy pe riod under paragraph | re 
of the old residence or HW section 112 ) (3 ry ‘ R 
months altel thre Silo as extended by he roy yns of 1 9 
of section 112. (Mm 

The term ‘‘extended active duty” is defined b | ; te) 
period of active duty which is served pursuant ys) ll or o ‘ 
ich a WuV ior a ps 1oOd hd eCXCesSsS OF YO a 2 0 0 
lf t hye enl oO! ordel S fo] : PeLr1og ( r} } yf) 
served ] I Innit 1a) such ordel! = \ ' ‘ , ? R 
tho | Sil hy Live Tyhik\ 1) rs fe’ } 
DeGLANTL of such duty, be less , 90 

The nendment mad ly this ; 
t Wide rit December LO50 ) = 
y resid nee al ! 1) ember ; ras) 

CHANGES IN 

In COT ree Wi hy paragcra | , \ Rt 
Llouse »f Re rene tat es I 2 , : : 
aus mitroduced, are sho is [oOlloWs ) : 
omitted ts if moc rt bla Ppyts) 
CXISTINGE Law which no change | rop 


SK¢ 112. RECOGNITION OF GAIN OR LOSS 


& bt ~ ( ky ‘ j 
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AMENDING THE LEGISLATIVE REORGANIZATION ACT OF 1946 TO 
PROVIDE FOR MORE EFFECTIVE EVALUATION OF THE FISCAL 
REQUIREMENTS OF THE EXECUTIVE AGENCIES OF THE GOVERN- 
MENT OF THE UNITED STATES 


Jung 20, 1952.—Committed to the Committee of the Whole House on the Sta 
of the Union and ordered to be printed 


Mr. CouMeEr, from the Committee on Rules, submitted the following 


REPOR 


(To accompany H. R. 7888] 


The Committee on Rules, to whom was referred the bill, H. R. 7888, 
to amend the Legislative Reorganization Act of 1946 to provide fon 
more effective evaluation of the fiscal requirements of the executive 
agencies of the Government of the United States, having considered 


the same, reports favorably thereon, and recommends that the bill 
do pass. 

The committee held hearings for 6 days on the subject bill, H. R 
7888, and on a companion bill, S. 913, which passed the Senate by a 
vote of 55 to 8 on April 8, 1952 

After consideration of the detailed provisions of both bills, and after 
carefully weighing the testimony submitted, the committee believes 
that the House | ill overcomes major ob yjections to t he Senate bill, and 
will meet with the approval of a majority of the Members of the House 
of Representatives 

In particular, H. R. 7888 specifically assures the continuation of the 
existing prerogatives of the House of Representatives to initiate and 
act on appropriation measures before their consideration in the Senate, 
by providing for a 9-to-7 House-Senate ratio of membership, and for 
the selection of a chairman from among the members who are Members 
of the House. 

PURPOSI 


The primary purpose of the bill is to provide the Congress with 
absolutely vital tools to work out a sound national fiseal policy. Testi- 
mony before the committee emphasized that the importance of the 
soundness of the dollar is not even exceeded by the threat of Soviet 

21098 —52——1 
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aggression. As a matter of fact, there is ample ground for believing 
that the real objective of the masters of the Kremlin is to bring about 
our defeat through the destruction of our economy. Other countries 
have succumbed to the Soviet Republic through similar tactics pro- 
moting confusion, chaos, infiltration, and economic instability. 

This bill is basically designed to return to the Congress its lost 
control of the purse strings of the Nation. Then, and then only, can 
the overburdened taxpayers look for relief from the immense and 
constant upward trend in Federal expenditures, and the long succes- 
sion of Federal deficits which has caused the huge amount of Federal 
debt. 

The authority to be vested in the joint committee will permit it 
to act as a technical fact-finding body, functioning as a service agency 
to the two Committees on Appropriations., Its membership would 
be composed entirely of members chosen from among members of the 
two Committees on Appropriations, and its program, would, of course, 
be integrated with the needs and requirements of those parent com- 
mittees. In no sense would it be authorized to supersede or to usurp 
in any manner any of the existing functions which continue to be fully 
vested in the two Committees on Appropriations. 

H. R. 7888 provides the same kind of joint expert staff facilities and 
detailed technical information for both Appropriations Committees 
of the Congress as has been provided for a quarter of a century for 
both revenue committees, through the Joint Committee on Internal 
Revenue Taxation, There is no question as to the value and impor- 
tance of the service now being rendered by the latter committee, with 
its able staff, to the Committees on Ways and Means and Finance 
of the House and Senate. 

The proposed Joint Committee on the Budget will cover a broad 
field of work, including the details of program operations, the review 
of the actual administration of authorized functions, and the compila- 
tion of reports for the information of members of the Appropriations 
Committees. The importance of providing such services for the over- 
burdened committee members who are charged with special responsi- 
bilities In connection with the expenditure of public funds, is empha- 
sized by the ve ry scope of the problems involved. 

H. R. 7888 reflects exte ae studies dating back to the Seventy- 
ninth Congress, and much work which has been done to improve the 
congressional fiscal structure in order that the legislative branch may 
assume its rightful position in reaching vital decisions affecting the 
future of the Nation. Confronted with imposing and increasing 
threats to the national economy because of ever-mounting spending 
pressures both at home and abroad, it is essential that the Congress 
meet this issue head-on, and solve the problems involved before it is 
too late This committee believes that H. R. 7888 offers at least an 
approach to the solution of these problems in that the legislative 
branch would be definitely provided with the equipment to permit it 
to examine carefully every item of expenditure so that appropriations 
may be limited to only as much, and no more than, is actually neces 
sary to provide the minimum funds essential to successful operation 
of the Government 

The Congress at present labors under a tremendous disadvantage 
because its two Appropriations Committees, vested with the functions 
of examining and passing upon budget requests for expenditure, are 


a 
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not adequately staffed or equipped to handle this tremendous task. 
This disadvantage is not attributable in any sense to lack of interest 
or to lack of earnest desire on the part of the members of the Appro- 
priations Committees to examine carefully all budget items an 
effect economies Whenever and wherever possible but rather to inade- 
quate staff facilities which are essential to develop the necessary 
detailed information. It is impossible lor members of these com 
mittees themselves to examine properly the thousands of items pre- 
sented in the budget, or to determine the real justifications for the 
funds requested. 

Requests for funds come from the executive branch. The witnesses 
who appear before the committees represent exclusively the point of 
view of that branch of the Government. It is the inherent responsi- 
bility of these executive officials to support all budeet tems and 
requests under the direction of the President. In addition, they have 
at personal interest in demonstrating that the requested amounts are 


to 


necessary for the functions of their particular departments or agencies 
Testimony submitted to these committees is, therefore, ex parte in 
character. 

Few witnesses appear on behalf of the legislative branch of thi 
Government or to protect the interests of tire publ Lhe ymmitt 
members receive little or no advice or counsel revarding the merits o 
lack of merits of the appropriations being sought, either as to the 
purpose for which they will be expended or the amounts of money 


required In view of other tremendously heavy legislative respons 
bilities, the members of these committees do not hav he Line pel 
sonally to study each item of the budget and to get the facets and 
information necessary to pass accurate Judgment Nor do the have 


adequate means of obtaiming guidance and assistance to enab 
to perform the vital functions expected of them 
Che result is that manv millions of dollars have been 


in excess of the amounts actually needed. properly t car! on th 
functions of the Federal Government Those excesses have, of course, 
made worse the recurring large deficits which must be passed on i 
the form of new taxes to the already overburdened taxpavers. and 
unless stopped may eventual] lead.to national bankrupt: 

That the (‘oneress 1s aware olf the seriousness of this situation is 
evidenced Hy the enactment of section Isao O thre La slative Reo 
ganization Act of 1946. This section w: neluded th a view to 
improving and modernizing congressional procedure in the considera 
tion of the executive budget This me OrlO awhnd Wel rte Tiare 
effort on the part of the Congress, although failing to attain 
objective, has served a useful purpose in pomting m tt essent 
need for finding a workable substitute 

It is the view of this committee that the proposed Joint Comm 
on the Budget, which would be created under the provisions 
H. R. 7888, constitutes a sounder and more effective approach t 
problem 

The Congress. under the present set Ip, is virtualliv at the mereyv o 
the executive branch and its various bureaus It ha provided ! 
President with a Bureau of the Budget, which is now staffed with in 


excess of 500 employees, most of whom are experts in their res 
fields Moreover, the various Federal NEeTICLPS are stated with 
literally thousands ol technical abd fiscal experts In eontrust bys 
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two Appropriations Committees, with a great financial responsibility 
to the Congress and taxpayers, are staffed with a mere handful of 
people, most of whom are necessarily limited to the performance of 
clerical duties. 

The committee feels that regardless of how conscientious and 
capable the members of the Appropriations Committee are, they are, 
to say the least, terribly handicapped when confronted with this 
army of executive and bureaucratic staffs. As a matter of fact, this 
committee feels that they have done a marvelous job in view of the 
stupendous task that confronts them and the meager tools that are 
presently available to them. 


MAJOR PROVISIONS OF H. R. 7888 


H. R. 7888 sets up a Joint Committee on the Budget, compose “ul of 
16 Members of Congress (nine from the Appropriations Committee of 
the House and seven from the Appropriations Commitiee of the 
Senate) which would be authorized to employ such staff as is necessary 
to assist the two Appropriations Committees and all subcommittees 
thereof in their examination of all spending proposals. The members 
of the Joint Budget Committee are to be chosen by the Commitiees 
on Appropriations of the House and Senate. A chairman is to be 
selected by the Members of the House from among its members, and 
a vice chairman is to be selected by the Members of the Senate from 
among its members. The terms of service of the chairman and vice 
chairman shall be for the life of the Congress in which they are elected. 

The proposed Joint Budget Commiitee would be assigned several 
major duties. It would par: allel in the expendiiure field the functions 
performed by the Joint Commiitee on Internal Revenue Taxation in 
the revenue field. It would be the duty of the new joint commitiee 
to inform itself on all matters relating to the annual budgets of Gov- 
ernment agencies and all related reports issued by them; and to inves- 
tigate Federal operations so as io develop detailed information for the 
two Appropriations Commitiees concerning budget items and their 
justifications. It would also be required to utilize fully revenue esti- 
mates made by the Joint Committee on Internal Revenue Taxation, 
along with economic and other fiscal data from all available sources 
in order to help evolve a fiscal program which holds expenditures to 
the minimum consistent with the requirements of Government 
operations and national security. 

The Joint Committee on the Budget would also be required to 
recommend to standing jurisdictional committees, changes in basic 
legislative authorizations, and cut-backs in previously authorized 
programs, so as to eliminate wasteful practices. 

To assist in the above tasks, the bill authorizes the employment of a 
staff director at a salary of $15,000 per annum, to be appointed by the 
chairman with the approval of the committee, of an associate staff 
director at a salary of $10,000 per annum to be appointed by the vice 
chairman, and of such other professional and clerical employees as are 
needed. ‘This staff is to be chosen wholly on the basis of technical 
and professional fitness, so that a permanent qualified staff will be 
built up to serve the Congress efficiently on a continuing basis. — Politi- 
cal considerations are to play no part in selection of staff members. 
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The bill further requires that future Federal budgets include an 
analysis of “all active long-term construction and developme nt pro- 
grams and projects (and) all grant-in-aid programs 
during the vears specified. 

Section 2 of the bill requires that all committees, when they report 
bills and joint resolutions which authorize appropriations, must 
include in their reports estimates of the initial cost of the project or 
programs and of their continuing cost over the next 5 years. 

Section 3 of the bill authorizes, but does not require, the joint com- 
mittee to recommend joint hearings by the two Appropriations Com- 
mittees and by the subcommittees thereof, in an effort to expedite 
action on appropriation bills. Joimt hearings will insure conservation 
of the time and energy of committee members and of administrative 
officials of the Government without in any way interfering with the 
independence of separate committee deliberations and decisions. 
Such joint hearings have been very successful in State government, 
notably in Massachusetts. 

In approving this purely permissive section 3 of H. R. 7888, the 
committee was impressed by the evidence that joint hearings would 
greatly improve the existing difficult timing problem and expedite 
action on appropriation bills, particularly if the House of Representa- 
tives once again decides to use the omnibus appropriation bill approach. 
Members of the subcommittees of the Senate Appropriations Com- 
mittee would be permitted, if both Houses of Congress from time to 
time so decide, to participate at early dates each year in joint hearings 
with their opposite Members in the House of Representatives, thereby 
conserving the valuable time of Members and the heads of executive 
agencies. Once the House has passed aad sent along an appropriation 
bill, the Senate committee would then be prepared to act almost 
immediately on the many appropriation items which are frequently 
subject to little or no change as re ported and as passed by the House 
of Representatives. Additional Senate committee hearings would 
usually then be found to be unnecessary, but if required, they would 
undoubtedly be limited to those appropriation items where the sub- 
committees of the Senate Appropriations C omumittee feel that addi- 
tional information is needed, perhaps because of substantial cuts in 
proposed appropriations as finally voted in the House of Representa- 
tives. In the light of this markedly changed timing situation it seems 
very likely that the Senate would be able to act much more quickly, 
thus permitting earlier debate and action. 

Manifestly such savings of time would be of great practical value. 
They should prove to be persuasive elements in stimulating the in- 
creased use of joint hearings, even though section 3 of the bill recom- 
mends such hearings on an entirely optional basis so as not to invade 
the rights and prerogatives of either House. This advantage will 
undoubtedly be of great interest to the many Members of the House 
of Representatives and of the Senate who still hold the omnibus ap- 
propriation bill approach in high favor. 

In order to indicate general background with respect to the pro- 
posed joint hearings, the membership and party alfiliation of the full 
committees and the subcommittees of the House and Senate Appro- 
priations Committees are set forth below in the following table. The 
designation ‘‘D”’ stands for Democrat; ‘“R” for Republican; capital 
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X shows the ex officio members participating in the consideration of 
appropriation items referred to Senate subcommittees; and a small x, 
the ex officio members who participate only on certain designated 
subjects among all the subjects referred to riven subcommittees, 


House Appropriations Committee 


Close examination of this tabulation indicates a number of problems 





which will impede use of the joint committee of section 3. Hence 
the joint committee will have as one of its first duties a studv of the 
possibilities of working out the difficulties implicit in t! thove multi 


phieity of ¢ ommittee assignments. 


aA 


HEARINGS 


Since passage of the Joint Budget Committee bill by the Senate, the 
Rules Committee of the House has held 6 davs of hearings on S. 913, 
introduced by Senator MeClellan; and the approved bill, H. R. 788s, 
introduced by Representative Colmer. The Committee on Rules 
of the House is not, generally speaking, a legislative committee. It 
is therefore the policy of the committee to hear only Members of 
Congress. Particul rly in view of the fact that the Senate Committee 
on Government Operations had afforded full opportunity to interested 
vyroups and individuals, and to representatives of the affected Federal 
agencies, to present their views on the Joint Budget Committee bill, 
the same policy was followed at this time. 

At the six hearings of the Rules Committee, impressive testimony 
was presented by a number of members of the House Appropriations 
Committee relative to the utter inadequacy of present staff facilities 
for the scrutiny of the spending proposals formulated and transmitted 


Full committee: 50 members 30 D and 20 R 
Subcommittees 
1. Agriculture t Dand2R 
2. Armed Services 5 Dand3R 
3. Deficiencies and Army Civil Functions 3 Dand2R 
t. District of Columbia !Dand2R 
5. Independent Offices 5 Dand3 R 
6. Interior 5 Dand2R 
7. Labor and Federal Securi 5 Dand 3] 
8. State, Justi Commerce, and Judiciar 5 Dand2R 
9. Treasury and Post Office 5 Dand3R 
Special subcommittees 
1. ECA { Dand2R 
2. Legisla ) , oe as 
Senate Appropriations Ce 
ill committee: 21 members 12 D d0 R, and ex 
Subcommittees fficio members 
1. Agriculture, Department of 6 Dand4 Rand3 X 
2. Armed Services 8 Dand7 Rand3 X 
3. Army, Civil Functions 6 D and 5 R and 8x. 
t. District of Columbia 3 Dand2 Rand3 X 
5. Independent Offices 6D and 5 Rand 3 x 
6. Interior, Department of 6 Dandi R 
7. Labor-Federal Security 5 Dand3R 
8S Departments of State, Justi Commerce und 6D Rand 3x 
{ J liciar\ 
Q. Treasury and Post Offie 5 Dand3Ra > xX 
10. Deficiencies | n 
11 Legislati > Wa 2k 





| 
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annually by the President. In intimate fashion they showed how 
consideration of fiscal proposals by the various subcommittees of the 
House Appropriations Committee, of which they happen to be mem 


bers, falls far short of adequate investigation and report. Thes 


Witnesses supported H, R. 7888 as a solution to this problem 
During the hearings by the Senate Committee on Governme: 


Operations on S. 913 last vear, many witnesses, representing thi 
Congress, State taxpayers associations from all sections of the count: 


the American Institute of Accountants Nat onal (Association of 


\Mlanufacturers. and various othe FrOUDPs, strongly supported tbe 
objectives of the bill, although there were some differences as to the 
best legislative procedure to be followed 

following these hearings, the Senate committee also held extens 


hearings on proposed amendments to the Le Uy slative I COreaniZatpo! 
Act of 1946, in carrving out its functions to evaluate the effect 


SO 
laws enacted to reorganize the legislative branch At these subse- 
quent hearings numerous witnesses urged that immediate steps be 
taken by the Congress to improve its fiscal controls. Typical of the 
statements made in connection with this penadme proposal s tl 


following extract quoted from the testimony of Mr. Carter W. Atkins, 
executive director of the C‘onnectie { Py a) c expe naiture Couns il, 
who appeared before the committee on June 13, 1951 


Mv own recommendation is that w 


and concentrate our ! rvie mm the adit fro ? 4 
man in S. 913, which provides for the Joint C 5 

Control of Federal finanees will only be a a 

attention to the problem by 


pending a \ as V d D ] ( 
Internal R nue Ta ) and w i f 
ail ) | ) A f 

of e Cong! and a { irted i 
pressed in a resolution adop y 
ird, conti ork | in ! 

t | kk oO I | I ! it 

! ra ! i i 
r pea and perma \ 


Mer. red rick J Lawton. Director | thie B reau oO] t pudeet 


testifving b fore the Senate committee on May 17 Ve pointed uf 
the fact that the tremendous increase in tl ze and scope of the 
Federal budget during recent years has produced entit New ati 
challenging problems for the Congress, and that the pid growth o 
the Federal budget to where it now approximates 25 pereent of out 
national income makes it one of the most significant factors in thr 
economic and social life of the Nation. In commenting specificall 


as regards the purposes of the Joint Budget Committ vill, NYo 
Lawton stated 


ig \ 
a pil it t prit ( t Ap ‘ , 
riaty l¢ t 0 D. 2 

Ly , CVE if j i ~ 
ha of { oro nes ( y ’ 
the format « budget, whic 
1 reo Ving the nanny types ol app i 
t I ru ( i 1 pr ! gor a ail ) = , 
vith t! \ ora { ita simp 
ind her exp 1 re a IZ My t ( 











~ AMEND THE LEGISLATIVE REORGANIZATION ACT OF 1946 


the many matters pertaining to Government finance and spending that come to it 
from many sources, and generally assisting the Congress to get on top and stay 
on top of the budget. 


PAST EFFORTS TO TIGHTEN FISCAL CONTROLS 


This proposed legislation would continue the many efforts of the 
Congress during the past three decades to develop more adequate 
fiscal controls over Federal spending. Among the first of these was 
the Budget and Accounting Act of 1921, which established the same 
kind of executive budget in the Federal Government as had been 
successfully developed in State and local governments. That statute 
reflected a fairly rapidly expanding pattern of Federal activities, for 
those days, which had been subjected to the heavy stresses and strains, 
financial and otherwise, during and after World War I. 

Among the basic changes since the 1921 enactment of a national 
budget system was the transfer of an expanded Bureau of the Budget 
to the Executive Office of the President under the Reorganization Act 
of 1939. Subsequent years brought various fiscal problems, notably 
the recurring deficits in the Federal budget, particularly during the 
years of World War IJ. The Employment Act of 1946, with its 
accompanying creation of a new Council of Economic Advisers im- 
mediately under the President, started to weave studies of national 
economic development and trends into annual budget deliberations. 
More recently various fundamental aspects of the 1921 budget law 
were supplemented and modernized by the Budget and Accounting 
Procedures Act of 1950, which promotes better coordination of Federal 
accounting and fiscal procedures. 

Section 138 of the Legislative Reorganization Act of 1946 made 
another and unsuccessful effort to tighten congressional control of 
the purse strings. It created a joint committee, representative of the 
four taxing and spending committees of the two Houses of Congress, 
and directed that committee (a) to compare the estimated total 
receipts and the total expenditures proposed in the budget for the 
ensuing year, and (4) to recommend a ceiling on total expenditures to 
serve as a control on the total amount of appropriations, in line with 
what the Nation can afford to spend. 

Although every competent authority agrees that the purpose of this 
provision is eminently desirable, it proved unworkable in both the 
Kightieth and Eighty-first Congresses. This failure is undoubtedly 
due in part to the cumbersome committee set-up involved, but mostly 
to the lack of necessary staff. To help solve this problem, the Joint 
Budget Committee bill proposes a more practical and workable 
solution. 

Recent actions of the Congress, in adopting across-the-board flat 
percentage cut type of legislative requirement is an acknowledgement 
on the part of the Congress that it does not have the necessary facts 
adequately to direct specific economies in Government spending. 
Flat cuts are always subject to justifiable criticism on the grounds that 
the Congress has a responsibility to vote definite reductions in indi- 
vidual appropriation items. Flat percentage cuts improperly affect 
in the same degree two entirely different kinds of agencies: (a) Those 
whose officials are conducting constructive and useful activities in 
efficient, economical fashion, as against (b) those who are making no 
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efforts to do a good job, and who in some instances have even managed 
so to pad their budgets that a percentage cut will only reduce them to 
about the amount they had hoped in the first place to have available 
for expenditure. 


IMMENSITY OF FEDERAL BUDGET 


Kew people realize the immensity of the Federal budget, and hence 
the great task of proper congressional determination of agency 
requirements throughout the executive branch so that proper budget 
allowances may be made. 

The following table reflects the growth of the Federal Government 
in the matter of expenditures and appropriations, particularly in 
the last decade, of the past century and a half 


Total er pe nelit i 


Period: 
1789 to 1813 $219, 233, 000 
[814 to 1838 534, 759, 000 
1839 to 1863 2, 232. 812. 000 
1864 to 1888 8 833, 181, 000 
1889 to 1913 12, 701, 857. 000 
1914 to 1938 124, S83, 429, 000 
1939 to 1952 (Mar. 13 638. 131. 389. 000 


The national debt has grown by leaps and bounds until today it is 
approaching the gargantuan figure of $270 billion, or a fourth of the 
mysterious, and astronomical sum of a trillion dollars. It is obvious 
to even the lav mind that the country cannot go indefinitely with 
such huge expe nditures without eventually coming to a day of reckon 
ing. There is a limit to the resources of the Federal Government just 
as there is to that of the several States and subdivisions of 
ment, and to that of individual taxpayers. 

Further to demonstrate the immensity of the Federal budget in 
terms of our largest private business and industrial enterprises, the 
two following charts have been prepared comparing the Federal 
Government, with the eight largest United States business corpora- 
tions, in point of income, and in point of the number of persons 
employed. It should be emphasized that the activities of each one 
of these mammoth multi-billion- — corporations is regarded with 
considerable awe by the people of America, and that the planning 
activities of the top officials are generally considered to be very diffi- 
cult and impressive. 

Chart I, below, lists the income of each of the eight largest business 
corporations in the United States in 1950 or 1951, and then compares 
income of all of them with Federal income for 1951. Income rather 
than expenditure figures were used for this comparison in order to 
avoid the problem of those corporation expenditures which are devoted 
to payments to surplus or depreciation funds, and as dividends. 


govern- 
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Cuarr I—IMMENSITY OF FEDERAL BUDGET 


UNITED STATES GOVERNMENT HAS TWICE THE TOTAL INCOME OF ALL EIGHT 
LARGEST UNITED STATES BUSINESS CORPORATIONS 


AMOUNT : INCOME IN BILLIONS. (1950 or 1951) 
(Rillions): $25 * $50 





8 Largest U. S. Corporations 


1. General Motors $7.53 
2. American Tel. & Tel. 3.26 
3. Gt. Atlantic & Pacific 3.18 
4, Standard 011 of N. J. 3.13 
5. U. S. Steel 2.95 
6. Sears, Roebuck & Co. 2.56 
7. Swift & Co. 2.21 
S. Chrysler Corp. 2.19 





TOTAL, 8 LARGEST CORPUS. 
vs. 


U. S. GOVERNMENT 





This comparison demonstrates, as indicated in the title of the 
chart, that the Federal Government is almost exactly twice the 
size in dollar volume of all eight of the largest business corporations 
in the United States. This almost unbelievable comparison is 
recognized among very few groups in the country. 

Chart II below, makes a similar comparison between the Federal 
Government and the same eight mammoth corporations, using this 
time the basis of number of persons employed (both civilian and mili- 
tary, in the case of the United States). Chart II repeats the list of 
eight largest corporations used on chart I. Actually, two of the latter 
corporations might have been replaced by two corporations with 
slightly larger employment, but such a change might be confusing. 


Cuartr [I—ImMMeEnsiry Or EDERAL BUDGET 


UNITED STATES GOVERNMENT HIRES MANY MORE CIVILIANS (AND SOLDIERS TOO) 
THAN THE SAME BIGHT GIANT UNITED STATES CORPORATIONS 


No. OF : 
EMPLOYEES : NO. EMPLOYEES IN MILLIONS 
(Millions) : 


8 Largest Corpns. (Same as Chart I): 4,0 











1. *merican Tel. & Tel. 0.60 
2. General Motors 0.47 
3. U. S. Steel 0.2 
-» Chrysler Corpn. 0.12 
5. Gt. Atlantic & Pacific 0.12 
6. Sears, Roebuck & Co. 0.12 
7. Standerd O11 of N. J. ole 
8. Swift & Co. 0.08 
TOTAL, 8 LARGEST CORPNS. 1.92 
vs. 
U. S. GOVERNMENT: 
CIVILIAN EMPLOYEZS (1951) 2.39 
MILITARY EMPLOYEES (1951) 3.25 
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Chart [II shows that the eight large business corporations listed, 
taken together, employ only 1.92 million employees, whereas the 
United States Government hires 2.39 million of civilian employees 
alone, and 3.25 million of military employees in addition. 


Congressional budget task 


This immense Federal budget must of course be scrutinized annually 
in detail, and the necessary appropriations must be voted by Congress. 
This difficult le zisls ative t task, plac ed primarily on the shoul lers of the 
11 subcommittees of the 2 Appropriations Committees, and their 
small staffs, is based on the executive budget document which the 
President is required to submit at the beginning of each session of 
Congress. Last year, this document which was printed in a main 
volume and an appendix volume, consisted of 1,507 letter-sized pages, 
most of which are crowded with tightly packed tabular material; i 
omitted detailed estimates of military expenditures because they were 
not spelled out in detail until a later submission by the President to 
the Congress. 

To maintain accounting controls over all the activities involved, 
the Treasury Department alone maintains about 5,000 accounts, 
most of them relating to appropriations for the current fiscal year, 
but some relating to trust accounts, and special deposit accounts. 
In addition, the many departments, agencies, boards, corporations, 
commissions, and other forms of organizations in the United States 
Government each maintain their separate and detailed accounts 
covering not only the major appropriations, but the allotments, 
apportionments, and other controls which must be maintained under 
the law. 

The extent of the individual transactions which is represented b: 
all of this budgeting and accounting is indicated by the fact that about 
300,000,000 checks are issued annually to pay for all goods delivered 
and services rendered to the United States. Each check for goods 
delivered represents a rather long process of original planning, requi- 
sitioning, and purchasing, on through various stages to the issuance 
of a check which the vendor cashes in one of the many banks which 
clear Government checks. 


COMPARISON OF HOUSE AND SENATE BILI 


The House and Senate bills to provide for more effective evaluation 
of the fiscal requirements of Federal agencies are very similar, yet 
differ in several important aspects, involving basic points of differences, 
Thus, in line with provisions of the United States Constitution and 
with accepted interpretation thereof throughout the history of this 
country, H. R. 7888 continues to give the House the duty and re- 
sponsibility of initiating money bills. 

Thus, S. 913, as passed by the Senate, provided that the proposed 
Joint Budget Committee should consist of seven members eac he a 
the Senate and House Appropriations Committees; and that the chair- 
man and vice chairman thereof should rotate between Senate and 
House Members. In contrast with this equ: ality between Senate and 
House, H. R. 7888 calls for nine House Members and seven Senate 
Members on the Joint Budget Committee; moreover, it provides that 
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the chairman of that committee shall be selected from among its 
House members, and the vice chairman from among its Senate 
members. This committee favors these provisions of H. R. 7888 as 
preferable to 5. 913. 

Of importance also is the change made in staff selection so as to 
eliminate political aspects. S. 913 called for a staff director to be 
selected by the joint committee members from the majority party, 
and an associate staff director to be selected by members from the 
minority. In contrast, H. R. 7888 requires that the staff director be 
appointed by the chairman who is a House Member, and the associate 
staff director, by the vice chairman who is a Senator. Of less impor- 
tance is the insertion in the latter bill of salaries of $15,000 and 
$10,000 per annum for the above two staff officials, respectively. 

Section 138 (e) (4) of S. 913 requires that the joint committee annu- 
ally report to the two Appropriations Committees, the total estimated 
costs for designated years “of all programs and projects authorized 
by the Congress.” There is doubt about the scope of this provision 
in the absence of a definition. Hence, H. R. 7888 inserted a substitute 
section 138 (j) calling only for a compilation of estimated costs of 
“active, long-term construction and development programs * * * 
(and) grant-in-aid programs’’—and made that a task of the Bureau 
of the Budget, thereby avoiding work duplication. 

Finally, section 138 (h) was made more specific in H. R. 7888 by 
requiring that ‘‘the joint committee shall assign one or more members 
of its staff” to full committees, and to subcommittees of both Appro- 
priations Committees as needed. 

In the House bill, the staff is ‘‘assigned”’ rather than made ‘‘avail- 
able’? to the Committees on Appropriations and subcommittees 
thereof. In order to get the most effective results, the staff must be 
an integral part of the fiscal structure set forth in the bill. The staff 
members must not only make the required investigations and _ re- 
searches; they must also be at the elbow of members of the Appropria- 
tions Committees during the hearings in order to give them the benefit 
of the technical information and supporting data compiled for use by 
the committees. In ofher words they are to serve as counsels to the 
committee. The experience of the Congress in the past with select 
and other investigating committees has been that where the staff 
prepares a report, regardless of how good and valuable that report 
may be, Members of the Congress generally and the committees to 
which they are assigned, simply do not have the time to study these 
reports and to get the full benefit of the information gathered. 

Section 138 (g) (3) of S. 913 called for the two Appropriations 
Committees to maintain and print compilations of all budget estimates 
received from departments and agencies; H. R. 7888 gives that duty 
to the Joint Committee on the Budget. 


CONCLUSION 


The Federal Government has grown so rapidly and has become so 
enormous and complex that it is impossible for the Congress, par- 
ticularly in the field of appropriations, to operate efficiently with the 
same machinery that was set up in the beginning of the Republic. 
The tools used then are inadequate today. It is impossible for the 
Congress to operate in the atomic age with ox-cart machinery. 
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The committee endorses H. R. 7888, and urges its approval by the 
Congress in order to help bring about more effective control of the 
Federal purse. The committee firmly believes that the bill consti- 
tutes a realistic effort to equip the two Appropriations Committees 
with adequate staff to provide essential information that will enable 
those committees and the Congress to arrive at fully informed decisions 
relative to the essential fiscal requirements of the executive agencies 
of the Government. The bill avoids duplications that would be in- 
volved in providing separate staffs for the two Appropriations Com- 
mittees. Finally, the bill would stimulate joint hearings on pending 
appropriation measures, without improperly invading the rights and 
prerogatives of the separate Houses of Congress and their Appropria- 
tions Committces under the Constitution. 

In recommending the enactment of H. R. 7888, the committee is 
convinced that the Joint Budget Committee established thereunder, 
will improve the fiscal structure of the Congress, along lines paralleling 
improvements in the fiscal programs of the executive branch through 
the enactment of the Budget and Accounting Act of 1921 and the 
Budget and Accounting Procedures Act of 1950. These acts have 
tremendously improved budgetary procedures under which the admin- 
istrative programs have been better coordinated and modernized. 

Enactment of the subject bill should, however, be considered as 
only a first step, on the basis of which the Congress can, if the au- 
thority granted thereunder is properly utilized, regain control over 
the purse strings vested in the legislative branch by the Constitution. 
Proper utilization requires that an adequate, technically qualified 
staff of career employees be made available through the joint com- 
mittee to the two Appropriations Committees and all subcommittees 
thereof. Moreover, that staff must function on a strictly nonpolitical 
basis so that the experience, knowledge, and training gained by con- 
stant studies and investigations of fiseal and accounting procedures 
will be continuously available to the C ongress. 

Finally, complete utilization of the potential fiscal benefits of H. R. 
7888 requires the conscientious administration of the provisions of the 
act. To achieve all the potentials of the proposed Joint Budget 
Committee, proper administration and the full utilization of a quali- 
fied, technical staff is essential. From the views expressed to the com 
mittee by Members of Congress who are aware of the deficiencies of 
present fiscal methods in Congress, the committee is confident that if 
H. R. 7888 is enacted into law, that the need for the facilities provided 
will come to be fully recognized by both Appropriations Committees. 
and that great benefits will accrue to the Congress and the taxpayers 
of the Nation through its full utilization. 


SECTION BY SECTION ANALYSIS OF H. R. 7888 


e 


Section 1 (a) repeals section 138 of the Legislative Reorganization 
Act of 1946, and creates a Joint Committee on the Budget composed of 
16 members, 9 from the House Committee on Appropriations (5 
from the majority party and 4 from the minority party), and 7 from 
the Senate Committee on Appropriations (4 from the majority party 
and 3 from the minority party), who are to be chosen by the 
designated committees. 
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Subsection (b) provides that no person may continue to serve after 
ae has ceased to be a member of the committee from which he was 
chosen, but that reelected Members of the House may continue to 
serve as members of the joint committee, notwithstanding the expira- 
tion of the Congress; a vacancy in the jomt committee shall not affect 
the powers of the remaining members to effectuate the functions of the 
joint committee, and vacancies are to be filled in the same manner as 
the original selection. In the case of a vacancy during the adjourn- 
ment or recess of Congress for a period of more than 2 weeks, members 
of the joint committee who are members of the committee entitled 
fill such vacancy may designate a member of such committee to serve 
until a successor is chosen. In the case of a vacancy after the expira- 
tion of a Congress which would be filled by the House committees, 
the members of such committee who are continuing to serve as mem- 
bers of the joint committee may designate a persoa who, immediately 
prior to such expiration, was a member of such committee and who 
was reelected by the House of Representatives, to serve until a suc- 
cessor is chosen by such committee. 

Subsection (c) provides that the House and Senate Appropriations 
Committees shall promptly choose their Joint Budget Committee 
representatives at the start of each session, and that then House Mem- 
bers thereof shall elect the chairman, and the Senate Members thereof 
the vice chairman for the life of the Congress. 

Subsection (d) provides that a majority of the Members of each 
House shall constitute a quorum, and that a lesser number as may be 
determined by the joint committee may constitute a subcommittee 
and be authorized to conduct hearings and make investigations. 
Any member of a subcommittee so designated shall constitute a quo- 
rum for the conduct of any hearing or investigation, but the concur- 
rence of a majority of the members of such subcommittee shall be 
necessary before any report or findings may be submitted to the joint 
committee. 

Subsection (e) sets forth the duties of the joint committee, as 
follows: 

(1) To inform itself on all matters relating to the annual budget of 
the agencies of the Government; to examine reports on all Federal 
operations now required to be submitted to the Congress by law; 
to provide the Committees on Appropriations with such information 
on items contained in the budget, and justifications thereof, as m: Vv 
be necessary to enable said committees to give adequate consideration 
thereto; to fully utilize all reports emanating from the executive 
branch of the Government and from the Joint Committee on Internal 
Revenue Taxation relating to estimated revenues and changing eco- 
nomic conditions; and to report to the Appropriations Committees 
its findings with respect to budget estimates and to revisions in appro- 
priations which are required to hold expenditures to the minimum 
consistent with the requirements of Government operations and 
national security; 

(2) To recommend to the appropriate sti anding committee of the 
House and Senate changes in existing laws which will promote greater 
efficiency and economy in Government; 

(3) To make such reports and recommendations to any standing 
committee of Congress, or any subcommittee thereof, on matters 
within its jurisdiction relating to deviations from basic legislative 
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authorization, to appropriations approved by Congress which are not 
consistent with such basic legislative authorization, or to eut-baeks 
in previously authorized programs which require appropriations, as 
may be deemed necessary or advisable, or if requested by any such 
committee or subcommittee; 

Subsection (f) provides that the joint committee, or any subeom- 
mittee thereof, shall have the power to hold hearings when Congress 
IS IN session, recess, or adjournment, and to require the attendant of 
Witnesses by subpena, to administer oaths, take testimony, and to 
make such expenditures us ma be deemed necessary to carry out its 
functions, within the amount appropriated. Subpenas shall be issued 
under the signature of the chairman or vice chairman and shall be 
served by anv person designated by them. Witnesses refusing to 
testify or failing to produce records are subject to penalty under the 
provisions of sections 192-194, title I], United States Code. 

Subsection (g) provides that the joint committee shall employ a 
staff director at $15,000 per vear, to be appomted by the chairman, 

pe 
the viee chairman, and such other professional, technical, clerical, 


an associate staff director at S1O.000 per vear oO be appomted 


and other employees as mav be necessary without regard to the civil- 


service laws. The associate director is responsible to the stat! diree- 
tor, and subject to removal only by majority vote of the jomt com- 
mittee All subordinate staff emplovees shall be appomted for an 
indefinite period, No empl yee shall bi appointed until the com- 


mittee has favorably considered data submitted by the Federal 
Bureau of Investigation after its thorough investigation | | 
and security. 

Subsection (h) requires the jomt committee to assign one or more 
members of its staff as needed to the full membership and to subcom- 
mittees of both Appropriations Committees. The staff members 
shall attend all hearmes and he tN ailable ror ady ce and consultation 


Subseetion (1 provides that professional and techn cal emplovees 


\ 


of the joint committee, upon written authority of the chairman or 
vice chairman, shall have the right to exan he fiseal books and 
other documents and estimates of budget requirements of anv agency 
of the Government 

Subsection requires a special annual budget cost analysis cover- 
ing “netive long-term CONStrFUCTION aha developmen programs ane 
projects’ for prior, current, ensume, and subsequent fiscal vears, and 
covering “all grant-in-aid programs” for a 10-vear pertod 


Subsection (k requires that members of the staff of the Bureau of 
the Budget shall, at the request of the Cominittees on Appropriations, 
or any subcommittees thereof, be assigned to attend executive ses- 
sions of the subcommittee of the Appropriations Committees to 
explain the content and basis of proposed appropriations 

Subsection | defines the broad coverage of the term agency’ 
as used in the bill. J 

Subsection (m) authorizes the appropriation of such sums as may 
be necessary to carry out the purposes ol this section Appropria- 
tions for the expenses of the joint committee are to be disbursed by 
the Secretary of the Senate upon vouchers signed by the chairman or 
Vice chairman. 

Section 2 would amend section 133 of the Legislative Reor 


Act of 1946 effective at the begining of the first session of 1 


Hhization 


i ohit v- 


a 
oe 
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third Congress, by adding a new subsection (g) which would require 
that all bills and joint resolutions authorizing appropriations reported 
from committees of the Senate or the House shall be accompanied 
by reports in writing to include in such report or any accompanying 
document, an estimate from the department or other agency of the 
legislative, executive, or judicial branch of the Government of the 
probable cost of carrying out the legislation proposed over the first 
5-year period of its operation, or over the period of its operation if 
such legislation would be effective for less than 5 years. Such esti- 
mates may be submitted to the Bureau of the Budget for review. 
Compilations of all such estimates are to be printed semiannually by 
the Joint Committee for the information of the Congress 

Section 3 would amend section 139 of the Legislative Reorganiza- 
tion Act of 1946 by adding a new subsection (e) authorizing the joint 
committee to recommend that joint hearings be held by the Appro- 
priations Committees, or subcommittees thereof, without affecting the 
power of the respective committees or subcommittees to conduct 
separate additional committee hearings, or in any way affecting the 
independence of committee deliberations and decisions. The sub- 
section would further provide that the chairman of each joint hearing 
shall be the chairman of the Committee on Appropriations, or of the 
appropriate subcommittee thereof, of the House in which the bill is 
pending at the time of such hearings, and the vice chairman shall be 
of the other body. 

CHANGES IN EXISTING LAWS 


In compliance with paragraph 2a of rule XIII of the rules of th 
House of Representatives, changes in existing law made by the 
bill, as introduced, are shown as follows (existing law proposed to 
be omitted is enclosed in brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman). 

Section 138 of the Legislative Reorganization Act of 1946, Publie 
Law 601, Seventy-ninth Congress, is amended as follows: 


(LEGISLATIVE BUDGET 


[Se 138. (a) The Committee on Ways and Means and the Committee on 
Appropriations of the House of Representatives and the Committee on 

I } , 

inance and the Committee on Appropriations of the Senate, or duly authorized 
I ithe ¢ proj 
subcommittees thereof, are authorized and directed to meet jointly at the begit 
ning of each regular session of Congress and after study and consultation, giving 


due consideration to the bud - >t recommendations of the President, rep rt to their 
respective Hous Ss a legislat e budget for the ensuing fiscal vear, incl idi ng the 
estimated over-all Federal receipts and expenditures for such vear. Such report 


shall contain a recommendation for the maximum amount to be appropriated for 
expenditure in such vear which shall include such an amount to be reserved for 


deficiencies as may be deemed necessary by such committees. If the estimated 
receipts exceed the estimated expenditures, such report shall contain ar m 
mendation for a reduction in tne public debt. Such report shall be made by Feb 


ruary 15 

((b) T report. shall be accompanied by a concurrent resolution adopting 
such budget, and fixing the maximum amount to be appr eens d for expenditure 
in such year. If the estimated expenditures exceed the estimated receipts, the 
coneurrent resolution shall include a section solistautialls as follows: ‘‘That 
it is the sense of the Congress that the public debt shall be increased in an amount 
equal to the amount by which the estimated expenditures for the ensuing fiscal 
vear exceed the estimated receipts, such amount being $ ‘a 
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JOINT COMMITTEE ON THE BUDGET 


Sec. 138 a There s hereby created a joint se é ”? tf 
Joint Committee on the Budget hereinatter in this section 





and to he composed of Sirteen memb s as follows 
1 seven lembers who are membe oO he { } é¢ } lp} } 
Senate. four trom the majority party and thre nthe n 
Oy such committee: and 
g Nine Members who are members of the ¢ ) ee { ; 
part lo be iosen OU SUCH coMmnNn f 
b Vo person shall continue to f an it ) 
ee wed fo be a member ot the commiltlee ) hoser f 
hers chosen bu the Committee on Approp ” he Tlo 
have are ects to the Ilo e ot Re en : 
he join mr tee notwithstanding the D ( f \ , 
}Ou? con é shalt 7 a t the ) ‘ } ) ne? 
ul ons of the mnt rrentle i? shal ¢ ? , 
S¢ ” ept that ] i cas ia ? y af 4 
q oO a M ) ) } pee tna o ee / ‘ nm? 
née aT ( e commit ‘ yi 4 ty ff . j 
onrmitte OH NE e until eee oO ) > , 1? / 
a , at fhe ¢ ) meron ¢ 1 Co nti (‘on 
on Lp) op ( ns oll Ilo f ) Re Dp ¢ } , 
are pratin O S¢ men of the j é p 
nimed {ely p fa hh ¢ fio? , y } 
commiltes 
( The Commitiees on Approp tio? oO } /] j 4 . 
Senate sha promptiy upon the organiz Oo ) (  ¢ 
hoose the epresentatives on the Joint Co } j 4 y 
138 (a I} hairmen of the p ('o? | j ? } they 
promptly pivene the Joint Comn ee or } iB) 4 ( } ; 
L cha nan mia é l man Or ( ona , j } 4 
the terms o ser? e of wd chairmayr W } ) . j 
Congres nN / / hey a elected ha hie ; na 
members ho are Memb of the House of Rep ‘ } 
shall he r ed from among its membe ) \/ \ 
ad | ridio {7 Oo thre Vien hers of ¢ } I] ( 
mittee sha ogether constitute yuorum for th 
nun hye , al left mined 1 the orn ) > : 
autho ed to conduct hearings and mal 7 ; inv? 
mitlee so li sign el ha CONSTI Tue Lg ) a y ’ I j a 
gation, bul the concurrence of] an ority ¢ the j 
necessary before any report or fin ngs may ; 
( lt shall b e duty of the aoinl me? 
agencies of thie / ted States Cro } ; ( fig 
aud ft, and othe reports ov Fede al op wo? ad by ' a j , "he 
O flice pursuant to section 12 of the fiuda iecounting | 1G] thie 
Government ( or poration Control Act, ar d se j f t} Lea ! hye qani- 
zation Act of 1946, and by other Federal aq /}) to provide the Cor 








on ppropriations of the Hlouse of Represen ind the Committ ; 1 
proprvations of the Senate with sucl rma } } lems contained ’ 
b idge t. ar d the J istificat ons subn wlted Sup] i the Is may be necessa ia 
enable said committees to give ade q wate Ons tron ti elo: ( fo ©o7 le fhe 
President's messages on the state of the moar the fF nor Fe io 
consider all information relating to estimat e? nq revenue 
estimates of the Department of the Trea j ar the Joint Com yn iy ? 

Revenue Taxation, to consider essentia ra ! 7 ” , nging 
economie condit ons: and D to Epo t to the 17 j } ations ¢ Wh? fers f ths 


House of Re prese ntatives and the Senat s finding } esnect f } wt est 
mates and revisions in appropriations reg ttot expendil es tothe n ss 
mum consistent with the requirements of Ge nment operatior ind 


security; 
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?) to recommend to the appropriate standing committees of the House of 
Re presentatives and the Senate such changes n existing laws as may effect 


greater efficiency and economy tn government; 


(3) to male such reports and recommendotions to any standing committee of 


either House of Congress or any subcommittee thereof on matters within the 


jurisdiction of such standing committee relating to deviations from baste leg 
lative authorization, or to appropriations approved by Congress which are not 


j / } vel . ~yyt } 
consistent u th s ich basic legisiative authori zation, or lo cut-backs in previously 


authorized programs which require ap} ropriations, as may be dee med necessa j 
or advisable by the joint committee. or as may be equested by any standing 


committee of either House or Congress or th any subcomm thee theres 
(f The joint committee, or any subcommittee thereof, shall have power to hold 


hearings and to sit and act anywhere within or without the District of Columbia 
whether the Congress is in session or has adjourned or is in recess: to equire by 


subpena or otherwise the atte ndance of} witnesses and the prod iction of boot ‘, papers 

















and docume nts; to adn nister oath s; fo take te stimony; to have printing and bind ng 
done; and to make such er pe nditures as it deems necessary to carry out its functions 
within the amount appropriate d the refor Subpenas shall be issued under the s qna- 

a? on the chatr man or wice chair man of the committee and shall be erved by any 
person des gnated bu them Th Provislons of sections 102 to 10 nelusive ol the 
Revised Statutes (U. S. C., title 2. secs. 192-194) shall apply in the ca of ar 
failure of any witness to comply with any subpena or to testify when summoned unde 
author ty of this section 

q ‘he joint committee shall have a ste fi director, an associate staf? direcio tho 
shall receive salaries of $15,000 and § InnUmM. resp pel an x h othe 
prolessior al, techn eal, cler cal. and other mplouees. temporary a p manent. as 
mau he necessaru to carru out the duties of the omnt committee Such en ployees 
shall be employed without regard to the civil-service laws, and the compensation shall 
be fired without reqard to tl (‘lassification let of 1949. as amended TT) cha fi 
lirecto hall he appointed by the chairman of the nt commiltes if / » the ” 
sent and approval of said committee He hall be ponsitble to tl ornt commit 
nro th the cha ma fhereo |? l he shall be siibive tn moval o } mira fig 
pote of the yn yprrmiittes The associate staff d clo hea he appointed h he ¢ 
cha man ot the wnt committee sub fo the consent and appro ilo aid prnrnittes 
He shall? esponsibl 0 ecle and shall be hiect to moval on 
mdio f pole ) ie orn é 1// othe é Ho CS 0 {} Overt shai / 
1ppor ed oO an nidefinite period hu the cha mean fhihe ad otf} fifi ecto 
int the approval of the cammittee Vo person shall be emnploued buy th veel ” 

nliess the members appoin nq him har moral con ! i (he f } 
vert to hin Homaited by the ft lera / 1 i? gatio } 
Lig an tp yand se ; 

/ i/ oint con flee sha l/ assign one o more protoe oO / oO / ot ty 
fon ilees } Subcommittees or lpp op ation tthe Ss ia ! / fhe | ) 0 
/ pre ntative f ead ny the pe ods when appro ation f I ) tir 
\/ embers soa ; i shall attend a p nent hee ’ md ere frie ‘ , ) 

/ prapnatlee a suoDCcOM?) lives and st 'y ‘ f 0 ‘ 4 { or , 
hire ( [ wn pe od 
g Olessiona nd techy ! emplouees of ft f or , é 
thority of the chairman oa ce chairmar ha ha a } 
hor docume pay and reports of a ager f the Unit \ Go nme 
thin or without the District of Columbia nd data ! fo proposed appro} 
ncorpo fedain the annual l ly tfransmiltted t fhe Pr: lent 
Phe annua rudaet f the United State sha } effort? , 
ma Ss of } act ¢ riGg- , onst on md a elopn ni p t? nd pro 
rutho aa fhe Clonare hou > wh the to ii est , fed 0 ir ; ! 
( mated ¢ mm) f sa prior f 7 ty tf 1 iT } } 
f ; ea and: aul at a . sive | yrant-it ! mrogran j j 

(his anatys nm ¢ separate grouping how / the headin Ny// e) 

} Ved ’ oO } ) ride fini ad rior ; estimated ann yf ) 
‘ p nt 
Qualified members of the staff of the Bureau of the budget sha rt th ] 
e Comn eo? lpp op ions of the iH] mse Of Re resentarrve ( f Ser ( 

0 ! j theammittee there he signed fo att nd ere PRSIO? ) he ih 
mil S of fhe lpprop ior Comn fee md to ¢ vain the onter f 
prop f ip jp a 

WW} j , ection fie } rer j ’ a? a i ¢ 

) S n cow rid pender rh hment (a ment p , ) 
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bureau di s20nN, Service office of autho ; 
shament nthe re ative branch of the Covernmer \ } 
troller Ceneral of the U'nited States and the Cene | ) 
any and a parts of the municipal governmer } D 
courts thereot 
m There are hereby authorized to be approp 

oca f oul the p po oOo, t é ( | , 

poi Conin ee ha he / ba if j } \ \ 
h fhe chairman o Ce harman 


Section 133 of the Legislative Reorganization 


Law 601, is amended, effective at the beginnin 


of the Eighty-third Congress, by adding at the 


subsection (2), as follows: 





COMMITTE! PI 
Sec. 138. (a) Each standing committee of the > 
sentatives except tne Committees or \ppropr 9 
biweeklv, or monthly meeting days for the i 1 ( 
committer and additional meeting: av be ca t 
deem necessary 
b) Each such committee shall keep a com) te rec 1 
Such record shall include a record of the vo 
vote Is ce manded 
( It shall be we aut { the ehairma ( i ( 
cause to be report 1 mipt 1 em I] 
ease ma ! ati é ea ) 
take! ect ir\ eps tol e matter 
1) Now re or recomn ( i 
i! ‘ e Col ‘ 
‘ l’a S11¢ =<tand Ht ( 
witnesses appearing before file ud 
posed tes oO ind heir « 
! trie Phe statf of eae ( 
Tal ‘ Is at ¢ pryary t¢ or } 
I \| imine ( fcted i 
1 be open t e public ( 
3 I I co! tte 1) 
J | 
, bo & } 
/ 
/ 
/ ( 
Section 139 of the Legislative K 
amended by adding a pew sub Lio ( Ladi 
! rt \ > im ‘> 
st +e a N { ra ip] ! 
‘ br ‘ era 
ports t i 
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priations asked for by agencies in the executive branch of the Government. 
That part of the printed hearings containing each such agency’s request for 
appropriations shall be preceded by such a schedule. 

(c) No general appropriation bill or amendment thereto shall be received or 
considered in either House if it contains a provision reappropriating unexpended 
balances of appropriations; except that this provision shall not apply to appro- 
priations in continuation of appropriations for public works on which work has 
commenced. 

d) The sreerney ations Committees of both Houses are authorized and directed 
to make a study of (1) existing permanent appropriations with a view to limiting 
the number of permanent appropriations and to recommend to their respective 
Houses what permanent appropriations, if any, should be discontinued; and 
(2) the disposition of funds resulting from the sale of Government property or 
services by all departments and agencies in the executive branch of the Govern- 
ment with a view to recommending to their respective Houses a uniform system 
of control with respect to such funds. 

(¢ The Joint Committee on the Budget is authorized to recommend that joint 
hearings be held by the Committees on Appropriations of the House of Representatives 
and the Senate, and of subcommittees thereof; but such joint hearings shall not affect 
the power of the respective committee, and of subcommittees there of, to conduct separate 
additional committee hearings, and shall not affect the independence of committee 
deliberations and decision. The chairman of each such joint hearing shall be the 
chairman of the Committee on Appropriations, or of the appropriate subcommittee 
thereof, of the House in which the bill is pending at the time of the hearing, and the 
vice chairman shall be the chairman of the Committee on Appropriations of the other 
House, or of the approp? ate subcommittee thereof. 


O 
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ACT TO ASSIST FEDERAL PRISONERS IN THEIR 
JuNE 23, 1952—Committed to the | t W [ t S 


Mr. W oopRow W. JONI Ss. from thr ( Ommittes Ol the Judiciary 


submitted the following 


REPORT 


The Committee on the Judiciary, to whom was referred the bill 
(S. 3276) to amend the act entitled “An act to assist Federal prisoners 
in their rehabilitation,” having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


STATEMENT 


The purpose of this bill is to correct a clerical error 

On May 15 the President signed an act (Publie Law 342, 82d Cong., 
2d sess.) which authorizes the Attorney General to make small loans 
to deserving prisoners (at the time of their release from prison) out of 
surplus money of the Federal prisons commissary fund. This fund 
obtains its revenue from the sale of items such as tobacco, candy, eUc., 
at a small margin of profit, from the inmates of the various Federal 
institutions. 

The act also authorizes the Attorney General to accept gifts or 
bequests of money for credit to the ‘(Commissary funds, Federal 
prisons” which, for purposes of taxation, are deemed to be gifts or 
bequests to or for the use of the United States. Through clerical 
error section 2 of that act reads ‘‘for the purpose of Federal income, 
State, and gift taxes, * * *.” The purpose of this bill is to sub- 
stitute the word “estate” for the word “State’’ in the above-quoted 
words. 


FAB 


2 ACT TO ASSIST FEDERAL PRISONERS IN THEIR REHABILITATION 


CHANGES IN EXISTING LAW MADE BY BILL AS REPORTED BY COMMITTEE 


In compliance with clause 2a of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill as reported 
by the committee are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
and existing law in which no change is proposed is shown in roman): 


Pusntic Law 342—S82p CoNGREss 
CHAPTER 289—2pbp SEssi1on 
(S. 1365] 
AN ACT To assist Federal prisoners in their rehabilitatior 


Be t enacte l by the Ne nate by the Senate and House of Re presentatives of the 
United States of America in Congress assembled, That chapter 315 of title 18 of 
the United States Code is amended by adding the following new section: 

§ 4284 Advances for rehabilitation. 

a) The Attorney General, under such regulations as he prescribes, acting 
for himself or through such officers and emplovees as he designates, May use so 
much of the trust funds designated as ‘Commissary Funds, Federal Prisons’ 
(31 U.S. C. 725s (22)), as may be surplus to other needs of the trust, to provide 
advances to prisoners at the time of their release, as an aid to their rehabilitation. 

“(b) An advance made hereunder shall in no instance exceed $150 except with 
the specific approval of the Attorney General, and shall in-every case be secured 
by the personal note of the prisoner conditioned to make repayment monthly 
when employed, or otherwise possessed of funds, with interest at a rate not to 
exceed 6 per centum per annum and subject to an agreement on the part ofthe 
prisoner that the funds so advanced shall be expended only for the purposes 
designated in the loan agreement. Repayments of principal and interest shall 
be credited to the trust fund from which the advance was made. Any unpaid 
principal or interest on said note shall be considered as a debt due the United 
States.”’ 

Sec. 2. The Attorney General may accept gifts or bequests of money for credit 
to the ‘“‘Commissary Funds, Federal Prisons’’, which gifts or bequests, for the 
purpose of Federal income, [State], estate and gift taxes, shall be deemed to be 
gifts or bequests to or for the use of the United States. 

Sec. 3. The analysis of chapter 315 of title 18, United States Code, immediately 
preceding section 4281, is amended by adding the following new item; 


“4284. Advances for rehabilitation.” 
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IRENE PROTOS (NEE VAGIANOS 


JUNE 23, 1952 Committed to the Cor 


Mr. Granam, from the Committee or Judie subn 


following 


REPORT 


The Committee on the J diciary . to whom was referred thi 
(H. R. 4760) for the relief of Irene Proios (mee Vagianos hay 
considered the same, report favorably thereon without amendmy 
and recommend that the bill do Pass 


PURPOSE OF THE BI 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Irene Proios. The bill also provides for the 
payment of the required visa fee and head tax and for the appropriate 
quota deduction. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter from 
Deputy Attorney General to the chairman of the Committee on 
Judiciary, dated February 14, 1952, which letter reads as follows 


FEBRUARY 1, 1952 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary 
Ho iSé of Repre sentatives, Wasi nqtor re 

My Dear Mr. CuHatRMAN: This is in respons 
the Department of Justice relative to the bill (H. R. 4760 
Proios, an alien. The bili would grant Mrs. Pr 
United States 

The files of the Immigration and Naturaliza Ser e of 1 Depart 
disclose that Mrs. Proios, a native and citizen of Gre is bor N rmber 
26, 1925. She arrived in the United States at the port of New York on D 
ber 30, 1948, when she was admitted as a temporary visitor til March 29 49, 
as the fiancée of a veteran of World War IT under the provisions of Put Law 471 
Seventy-ninth Congress, as amended, which pr led for the expeditious immigra- 
tion of fiancées of veterans of our Armed Force lur World War I] 


purpose of marriage 











IRENE PROIOS NEE VAGIANOS 


iancé, Mr. Charles Nomides, a veteran of World War IT, 
et the alien prior to her arrival in the United States but 
1 her through correspondence. ‘I 
ge between Mr. Nomides and the alien was never effected ( 
uently married Mr. John G. Proios, a naturalized citizen of the United States, 
na civil ceremony on March 19, 1949 In an action to annul the marriage 
Mir. Proios alleged that neither party intended the ceremony to be an actual 
marriage, the sole purpose of it being to allow the alien to remain in the United 
States. Both parties to the marriage, being members of the Greek Orthodox 


Chureh, considered a religious ceremony essential to a valid 





at he had not n 





Ss 





me acquainted 


narriage The 
annulment proceedings were eventually dismissed by the court and thereafter the 
alien filed an action for divorce on July 12, 1951, in the Common Pleas Court of 
Allegheny County, Pa., where the action is presently pending. Deportation 
proceedings Were instituted against Mrs. Proios and she was gr: 





snted the privilege 
of voluntarily departing from the United States on or before November 2, 1951 
She has not departed. | The record further discloses that the alien was hospitalized 
for a nervous disorder just prior to June 10, 1949, and that she is presently residing 
with and being supported by her sister and brother-in-law. 

The quota for Greece, to which Mrs. Proios is chargeable, is oversubscribed and 
an immigration visa is not readilv obtainable. The statute pursuant to which the 
anel WAS admitted To the | nited States contained specihic IMOVISLONS for the 
deportation of aliens admitted thereunder, whe 
and the aliens failed to depart from the United States The circumstances in this 
case do not justify the enactment of special legislation exempting the alien from 
the consequences of her failure to meet the condition under which she was admitted 
to the | I ited States 


Accordingly, the Department of Justice is unable to recommend the enactment 


T 
t 
n the marriage did not take place, 


« 
} 
h 


of the measure 
Sineerely, 
A. Devirr VANECH, 
Deputy Attorney Genera 


Upon consideration of all the facts in this case, and in view of the 
fact that similar legislation has been enacted, the committee reco— - 
mends that the bill, H. R. 4760, do pass 


fs 
/ 
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GREGG TED LEWIS 
JUNE 23, 1952 Committed to the Committee of the Whole House a lered 


Miss THompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 
{To accompat vy H. R. 5206 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 5206) for the relief of Gregg Ted Lewis, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILI 


The purpose of this bill is to facilitate the admission into the United 
States of the adopted German child of citizens of the United States. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter from the 
Deputy Attorney General to the chairman of the Committee on the 
Judiciary, which letter reads as follows: 


Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Re pre sentatives, Wasi rngtor DD. ¢ 
My Dear Mr. CHarrRMAN: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 5206) for the relief of Gregg 


Ted Lewis, an alien. The bill would enable him to acquire the status of a nonquota 
immigrant. 
There is enclosed a memorandum of information from the files of the Immigra- 


tion and Naturalization Service of this Department concerning the aliet 
Whether, under the circumstances in this case, the general provisions of the 
immigration laws should be waived presents a question of legislative policy con- 
cerning which this Department prefers not to make any recommendation 
Sincerely, 
A. Devitt VANECH, 


De p ity Attorne j Grenera 








9 


~_ 





GREGG TED LEWIS 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE Fines Re Greco Tep Lewis, BENEFICIARY oF H. R. 5206. 


Gregg Ted Lewis was born in Germany on June 14, 1951, of a German mother 


and a French father. At the age of 3 weeks he was taken into the home of Capt. 
and Mrs. Fred Ted Lewis, United States citizens, presently residing in Wies- 
baden, Germany. The Lewises, who have been married about 10 vears, have no 
children of their own and have apparently adopted the alien child, whom they 
desire to bring to the United States when they return from Germany. This 
Service has no further information concerning the beneficiary of the bill 

Captain Lewis was born in Brooklyn, N. Y., on September 28, 1910 He 
attended Duke University in North Carolina for 4 vears and the California College 
of Commerce for | vear. He enlisted in the United States Army in January 1941, 
serving therein until February 1946. He reenlisted in April 1948, and was assigned 
to Germany in February 1951. His mot 


her resides in Long Island, N. Y. Mrs 
Lewis was born in Quiney, Ill., on June 13, 1917. Her mother resides in Wash- 
ington, D. C 
The child is chargeable to the quota of Germany, which is oversubscribed, 
precluding the early issuance of an immigration visa. In the absence of special 
legislation the adoptive parents will be unable t 
at an early date. 


) bring him to the | nited States 


The committee files also contain a copy of the adoption decree in 
this case. 

Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 5206 should be enacted, and accordingly recom- 
mends that the bill do pass. 

















82p Coneress } HOUSE OF REPRESENTATIVES | REPOR1 


2d N¢ ssion \ } No 9967 


YOUNG WAT KI 


Miss ‘THOMPSON, of Michigan, from the Committe on the Jud wy 
submitted the following 


REPORT 


[To accompa H.R. 5618] 


The Committee on the Judi lary, tO WhOMmM Was relerred the b 
(H. R. 5618) for the relief of Young Wai Kit, having considered the 
same, report favorably thereon without amendm«e ht and recomme! 
that the bill do pass. 

PURPOSE OF THE BILI 


The purpose of this bill is to fa ilitate the admissio1 into the | 
States of the minor Chinese child of citizens of the United Stat 


GENERAL INFORMATION 


Mr. Multer, the author of this bill, submitted the following stat: 
ment in support of his measure: 


Young Wai Kit is a child 2% vears of age, residing ( a 
parents are both in this country. The father, Young Q © Tung of S612 7 
fifth Avenue, Brooklyn, N. Y., was born on October 4, 1927, at S \ 
Hong Sun Province, China. He acquired American « enship by i 


fact that his father Young Jue Quong was born in the United S 
Quock Tung’s Chinese certificate of identity is 


N i ed bye 
1940, at New York. He was admitted through New York on Octo { 2 


The child’s mother, Young Mee Kee was born in He Nom Village ov Ss 
District, Canton, China, on August 20, 1930 She was ad tted to t 
on May 27, 1950, through New York as a nonquota rant Hera 
tration card is No. A 7807217. 

Young Quock Tung is presently unable to bring | hild to 


American citizen, since he did not reside here continuously for 10 4 
the child’s birt! 
In addition. Mr. Multer submitted the following documents whi 


contain pertinent facts with regard to this legislation 
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AFFIDAVIT OF FATHER 
In the matter of H. R. 5618, a private bill, for the relief of Young Wai Kit 


Unitep States or AMERICA, 
State of New York, City of New York, County of Kings, ss: 

Young Quock Tung, being duly sworn, deposes and says: 

1 am the father of Young Wai Kit, on whose behalf there was introduced to the 
House of Representatives bill No. 5618, which bill was on the 4th day of October 
1951 referred to the Committee on the Judiciary for investigation and considera- 
tion. Iam, therefore, making this affidavit to acquaint the committee with the 
full facts and circumstances in the situation so that the committee may deter- 
mine that H. R. 5618 is well-merited. , 

I reside at 8612 Twenty-fifth Avenue, Brooklyn, N. Y. 

I was born on October 4, 1927, in Sue Lom Village, Hong Sun Province, China, 
and am a citizen of the United States of America, as the foreign-born son of my 
American-born father. F 

I am the holder of Chinese Certificate of Identity No. 81124, issued at the port 
of New York, N. Y., on November 1, !940, by the immigration official then in 
charge. Said certificate of identity was issued to me in the name of Young Quock 
Tung, and bears the following notations: 

New York, Chinese No. 171/887. 

My father, Young Juey Quong, was born in the United States of America, on 
December 2, 1884. I do not recall the city and State of his birth. 

My mother, Lee See, was born in China, but I cannot recall the date and place 
of her birth. 

My parents were married in China on January 30, 1903. 

My entry into the United States of America, on which I base my citizenship, 
was at New York, N. Y., on October 6, 1939, at which time I arrived on the steam- 
ship Amherst which had sailed for New York from Hong Kong. 

I have made one trip to Hong Kong, and that was when I was 20 years old. 
I left San Francisco on the steamship General Meigs, on October 18, 1947, for 
Hong Kong and returned from Hong Kong by the Philippine Air Lines on May 
24, 1950, arriving in San Francisco on May 26, 1950, with my wife Yuen Mee Kee. 

Other than the one trip above-mentioned, I have never been absent from the 
United States of America since my arrival in 1939. 

When I visited Hong Kong, as above set forth, I married Yuen Mee Kee in 
Victoria, Hong Kong. The date of my marriage was April 5, 1948, at which time 
Marriage Certificate No. 938 was issued to me, the original of which is on file in 
the office of the registrar of marriages, in Hong Kong. I annex hereto a photo- 
static copy of a certified copy of my original marriage certificate. 

My wife, Yuen Mee Kee was born in Hor Nom Village, Toishan Province, 
Kwangtung, China, on August 20, 1930. 

One child, a son, was born of my marriage to my wife, Yuen Mee Kee: 

Young Wai Kit, born April 4, 1949, at Kowloon, Hong Kong. Birth Certificate 
No. 19932 was issued on April 29, 1949. Annexed hereto is a photostatic copy of 
the birth certificate of my son, Young Wai Kit. It is on behalf of this son, my 
only child, that I submit this affidavit. 

Young Wai Kit is presently being cared for by a middle-aged couple in Hong 
Kong, who are living upon the earnings of certain real estate at 51 Peiho Street, 
Shan Shuipo, Kowloon, Hong Kong. 

It is well to note here that my son is now but 3 years old. It was only by the 
greatest of misfortunes that my wife and I were compelled to leave him behind. 
This condition was necessitated by reason of the delay incident to securing a 
passport for my wife. 

In the early part of June 1948 (approximately 3 months after my marriage), my 
wife and I made the necessary application for a passport to the United States of 
America, on her behalf. From the moment we discovered that my wife was to 
bear a child, it was our hope and intention that we would be in this country before 
the child was born and we would be able to live here happily together. Despite 
our early application for a passport (made prior to the conception of our son), it 
was not until approximately May of 1950 that the application was approved, and 
Young Wai Kit was then about 1 year old. 

It was only after assuring and convincing my wife that we should immediately 
come to this country where, as citizens and residents, we could better attempt to 
secure the permission necessary to bring our baby to us, that she consented to 
leave our son behind and accompany me to this country. 

I should like to call the committee’s attention to the fact that, since shortly 
after our arrival, my wife has been emotionally upset because of her separation 
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from our infant. If the committee so desires, I can secure the statements of the 
physician who is treating my wife to substantiate this fact. The longer she is 
apart from my son, the more morose her mental outlook becomes. My wife’s 
natural instincts as a mother have made her most earnest ambition a successful 
reunion on United States soil between us and our son. 

I, too, of course wish the comforts that an association with my only child, 
my son, could bring me. Our separation is the one dark spot in the happiness of 
successful life as a citizen and member of the American community. 

The couple with whom Young Wai Kit is staying are very kind and good to 
him but we cannot dispel our anxiety over his health and welfare, even tho 
we know he is being well cared for 

I am presently engaged in my own laundry business, at 8612 Twenty-fifth 
Avenue, in Brooklyn, N. Y. My weekly income is approximately $50 per week. 
My wife is occupied with the duties of her home. 

We have on deposit in banks in this country $850. We have stocks and bonds 
in the amount of $100, and my wife and I are both confident that we can care for 
our child as is the duty of his parents. 

I have not, at any time, been naturalized as a citizen of a foreign state; taken an 
oath or made an affirmation or other formal declaration of allegiance to a foreign 
state; entered or served in the armed forces of a foreign state; accepted or per- 
formed the duties of any office, post, or employment under the government of a 
foreign state or political subdivision thereof; voted in a political election in a for- 
eign state or participated in an election or plebiscite to determine the sovereignty 
over foreign territory; made a formal renunciation of nationality before a dij 
matic or consular officer of the United States in a foreign state; been convicted by 
court martial of deserting the military or naval service of the United States 
time of war; been convicted by court martial, or by a court of competent jurisdic- 
tion, of committing any act of treason against, or of attempting by force to over- 
throw, or of bearing arms against, the United States 

Wherefore, I respectfully request that this committee report favorably upon 
H. R. 5618, thus allowing the provisions of section 4 (a) and 9 of the Immigration 
Act of 1924, as amended, to apply to my infant son, Young Wai Nit 


a 


rot 
wh 


YouNG, Quock TunG 


Subscribed and sworn to before me this 13th day of May 1952 


[SEAL] NATHAN AUERBACH 


Commission expires March 30, 1953 
UNITED STATES OF AMERICA, 
State of Neu York, City of New York, County of Kinas. ss 





/ ] 

On the 13th dav of Mav 1952, before me came Young Quock Tung, to be know 
and known to me to be the individual described in and who executed the foregoing 
instrument, and he dulv acknowledged to me that he executed the same I 


further certify that my official seal is impressed on each of the photograph 
mentioned in said instrument. 


[SEAL] S 


Commission expires March 30, 1953. 


(M. D. 865. 
No. 19932. 


Cory oF AN ENTRY IN A REGISTER KEPT IN THE COLONY oF Hon Ko 
In terms of the births and deaths registration ordinance, 1934, the births registra 
tion (special registers) ordinance, 1947, and the births and deat! at 

ordinance, 1948 

Name and surname: Yung Wai Kit. 

Sex: Male. 

Date of birth: April 4, 1949. 

Place of birth: Kowloon 

I, Sham Fai, a registrar of births and deaths, do here! i ( 
particulars have been compiled from an entry in a register in the <tody of the 


registrar general. 
Witness my hand this 29th day of April 1949 


Reqist r of Births and Deat} 
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BrRookiyn 14, N. Y., May 27, 1952 
To Whom It May Concern: 

My family and I have had the pleasure of dealing with Mr. Young for many 
years. We have known Mr. Young and his family to be hard workers and honest 
in their dealings with the public. I understand that Mr. Quock Tung Young needs 
some help, and without hesitation, I reeommend him highly and sincerely hope 
that he will get the help that he needs. Iam sure that his friends in the neighbor- 
hood will be grateful for whatever help he can get. 

Very truly vours, 
ALEXANDER PERLIs. 


BROOKLYN 14, N. Y., May 27, 1952 
To Whom It May ( oncern: 

Mr. Quock Tung Young has asked me to write a letter of recommendation for 
him. I have had business dealings with Mr. Young for many years and have 
found him to be trustworthy, conscientious, and reliable. Any time he could help 
he always offered his services in a kind way. I am very happy to be able to write 
a letter of recommendation for him. 

Very truly vours, 
James La PeERa., 


BROOKLYN 14, N. Y., May 27, 1952 
To Whom It May Concern: 


It is with pleasure that I write my personal recommendation for Mr. Quock 
Tung Young. I have known Mr. Young for 12 vears and find him to be a con- 
scientious, reliable, and honest worker. He and his family are well known in the 
neighborhood and have a very high reputation. 

Anything you can do for Mr. Young will be greatly appreciated by all who 
know him 

Very truly yours, 
Mary CarriaGini 


JERSEY Ciry, N. J.. May 27, 1952 
To Whom It May Concern 
I have known Mr. and Mrs. Quock Tung Young of 8612 Twenty-fifth Avenue, 
Brooklyn, N. Y., since June 15, 1950. They are fine people, and I wish to reecom- 
mend them for their honesty and trustworthiness. J hope every possible COn= 
sideration will be given to them. 
FILARGINIO DE Pasquate, M. D 





MAYFLOWER SURGICAL Suppiy Co., 
Brooklyn \ ) 


To the Committee on the J idiciar /. 


GENTLEMEN: IT have known Young Quock Tung for about 10 vears, and I 
have known his wife since his return from Hong Kong with her in 1950. I have 
always known them to be excellent citizens and people of good character 

He has often told me about his son in Hong Kong and I’m sure that when his 
son is united with his parents they will all be very happy. I am also sure that 
they will be able to educate their son in the American schools and bring him up 
to be a good citizen 

Sincerely yours, 
MAYFLOWER SURGICAL Suppiy Co., 
Louis KoGAN. 


Upon consideration of all the facts in this case, the committee is of 


the opinion that H. R. 5618 should be enacted and accordingly 
recommends that the bill do pass. 
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HEINZ KARL DOEGE 


JUNE 23,1952 Committed to the ¢ tee « \\ HH and Le 


to be printe i 


Nbr WILSON of "Texas, from the Committee on the J LQCLary “ ib 


mitted thre follow 


REPORT 


The Committee on the Judiciary to whom was referred the bill 
H.R. 5435) for the rehef of Heinz Karl Doege, having considered thi 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE Of! CHI I 


The purpose of this bill is to waive one exclusion clause of our 
immigration laws, concerning the commission of a crime volving 
moral turpitude, in behalf of a nephew of citizens of thi nited 
States 

GENERAL INFORMATIOD) 


Certain pertinent facts in this case are contaimed in the below- 
quoted letter from the Deputy Attorney Gene ral to thr Chairman of 
the Committee on the Judiciary 


Hon. EMANUEL CELLER, 


House of Representatives, Washington, D. ¢ 
My Dear Mr. CuatrMan: 7 


the Department of Justice relatis he | H. R. 5435) f } 
Karl Doege, an alie The bill would exempt Mr. Doege f era 
the eleventh category of section 3 of tl [int \ of N17 
which excludes fron { ~ [ s 
( vieted of or ad na ! 1 I 
involving moral turpitude 

Phere is attached a me andu | . 
zation Service of this Dep ‘ Mr. D 

It hy ubsence of comple f 
allegedh ) itted by Mr. D Jopa 
any recon latlor resp 

Sil re 


2 HEINZ KARL DOEGE 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Herz Karu DoeGce, BENEFICIARY oF H. R. 5435 


According to information furnished by Mr. Hugo Schafft, of Colonia, N. J., 
Mr. Doege, his wife and their two minor children reside in Germany. Mr. Schafft, 
who states that he has property worth $50,000 and $20,000 in cash, alleged that 
if the alien, whom he knew as an infant from birth to the age of 4 years, should 
enter the United States, he would be able to employ him on his farm. He also 
stated that the alien, a machinist and blacksmith, had served in the German 
Navy during World War II and had also been a member of the German Youth 
Organization. 

Mr. Schafft advised that Mr. Doege was denied a visa by the American consul 
on the ground that he had stolen a loaf of bread or coffee while serving in the 
German Navy. ‘The files of this Service do not contain definite information con- 
cerning the alien’s application for an immigration visa on the grounds upon 
which a visa has been refused. Presumably, he has been refused a visa on the 
ground that he is mandatorily excludable from the United States under section 3 
of the Immigration Act of 1917 as a person who has been convicted of a crime 
involving moral turpitude. 


Mr. Case, the author of this bill, submitted the following letters to 
the committee in support of his bill: 


THE FOREIGN SERVICE, 
OF THE UNITED States OF AMERICA, 
September 7, 1951. 
Hon. Crirrorp P. Case, 
House of Representatives, 

\iy Dear Mr. Case: Lam in receipt of vour letter of August 10, 1951, express- 
ing your interest in the immigration visa application of Mr. Heinz Karl Doege, 
residing at 6 Ernst Ludwig Strasse, Gross-Rohrheim, Hessen, Germany, whose 
uncle and aunt, Mr. and Mrs. Hugo Schafft, of Rahway, N. J., are constituents of 
vours. 

The visa files of the consulate general indicate that Mr. Doege was registered 
on the waiting list of intending immigrants under the German quota in the 
nonpreference category as of April 19, 1950. His turn on the waiting list was 
reached and on December 13, 1950, he was requested to obtain and present to 
this office the personal documentation required by law including an affidavit of 
support from his sponsor in the United States guaranteeing that he would not 
become a public charge if admitted for permanent residence. 

When this documentation was received, there was instituted in his behalf a 
routine security check, the results of which revealed that Mr. Doege had been 
convicted of a crime involving moral turpitude, namely, theft, on February 12, 
1943, while he was serving in the German Army, and sentenced to 6 weeks’ im- 
prisonment Accordingly, he was requested to visit the consulate general at his 
earliest convenience, and on June 18, 1951, he appeared and signed a sworn state- 
ment to the effect. that in 1943, while in the German Army, he had been convicted 
by a military court for stealing 1 pound of coffee and sentenced to 6 weeks’ 
imprisonment. 

Since consular officers are not authorized to look beyond a conviction to deter- 
mine the guilt or innocence of the person involved, or to evaluate the circumstances 
attendant thereto, and since conviction for theft is an offense involving moral 
turpitude, the consulate general had no alternative but to refuse an immigration 
visa to Mr. Doege under section 3 of the Immigration Act of February 5, 1917, as 
amended. While it is noted that Mr. Doege’s conviction involved the relatively 
minor offense of stealing 1 pound of coffee, the existing laws and regulations do 
not give consular officers the authority to differentiate between more serious and 
relatively less serious crimes involving moral turpitude when considering an appli- 
cant’s admissibility to the United States, 

I should like to assure you that in reaching this decision the consulate general 
has accorded Mr. Doege every consideration consistent with the existing immigra- 
tion laws and regulations. 

Sincerely vours, 


Byron B. SNyDER, American Consul 
(For the Consul General 





HEINZ KARL DOEGI 3 
THE City or Rauway, N. J., 
OFFICE OF THE Mayor, 


Re Heinz Karl Walter Doege. 


Hon. Cuiirrorp Cass, 
House of Re prese ntatives, Washington, D. ¢ 


Dear Curr: Again I am asking you to use your good offices to a i Germa 
national who is the nephew of a very good friend of mine, Hugo Schaff Ni 
Schafft has previously communicated with the Honorable H. Alexander S | 
connection with this problem. At that time his nephew’s visa was denied beca 
he was a member of the Hitler Youth Movement However, that obj 


been cleared by an act of Congress. 
We now find another problem. It seems that Heinz was a member of 


German Navy and, while in that service, committed the unpardonabl of stea 
ing a pound of coffee, for which offense he was imprisoned 6 weeks n making his 
application for a visa, he neglected to impart this information, feelir hat this was 
a military matter not subject to civil review. The visa was refused on this ground 
when it was discovered that Heinz had such a criminal background Heinz has 
been motherless since he was 2 years old His aunt, Mrs. Schafft, is anxious 


have him in this country where she feels that she can do a great deal to assist 
making him a good American citizen. 


I appreciate the fact that the situation may be a little delicate ue ft My 
Doege’s mistake in getting caught when he stole the coffee but belie 
under the good direction of his aunt and uncle, Mr. and Mrs. Schafft, he w 


guided in the right direction 
Mr. Schafft came to me, feeling that a letter from the mavor to the American 


consulate would solve his problems I am sure that Mr. Schafft was 
deluded by the power of a mavor of an American cit und I, therefore, turn te 
for vour assistance if you feel disposed to help 

I am enclosing a copy of a letter from the American consulate to the Honora 
H. Alexander Smith so that vou will be familiar t a the gory detall 

Again | am indebted to vou for this and other past favors and | ask that if there 
is ever anything that I can do for you that you d tate ca 


Sincerely, 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 5435 should be enacted. and accordingly ree- 
ommends that the bill do pass. 
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TRACY ANN CORLEY 


Mr. Granam, from the Committee on the Judiciarv, submitted the 


following 


REPORT 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6515) for the relief of Tracy Ann Corley (Elisabeth Lecorche 
having considered the same, report favorably thereon without amend- 


ment and recommend that the bill do pass 
PURPOSE OF THE BILI 


The purpose of this bill is to facilitate the admission into the United 
States of the German adopted child of a United States citizen service- 
man and his wife. 


GENERAL INFORMATION 


Mr. Tackett, the author of this bill, submitted the following lette1 
in support of his measure: 


CONGRESS OF THE UNITED STATES, 
Hovusrt or REPRESENTATIVES, 
Nashville, Arl Vay 16, 1942 
Hon. Francis EF. Water, 
Chairn an, Subcommittee on Imn gration and Natura zation, 
House Committee on the Judiciary, Washington 25, D. ¢ 


+ 
i 


Dear Mr. Wa tter: I am sincerely interested in enactment at the earlies 


possible moment of my bill H. R. 6515, for the relief of Tracey Ann Corley (Fliza- 
beth Lecorche), the adopted daughter of Tech. Sgt. and Mrs. Robert C. Corley 
h thie bill ao 


For your consideration in connection with this I am enclosing the German 
decree of adoption, the affidavit of Sergeant and Mrs. Corley setting forth their 
intention to obtain legal adoption of the child upon its admission to the United 
States, a letter from the American consulate, Frankfort on the Main, Germany 
outlining the status of existing immigration laws and regulations concerning this 
child, and statements attesting to the good character i mn of Sergeant 
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TRACY ANN CORLEY 


and Mrs. Corley and their fitness as the adoptive parents of this child. I am also 
enclosing a letter dated May 5, 1952, in which Sergeant Corley advises me of the 
urgency of the passage of this bill. 

Sergeant and Mrs. Corley are residents of Paris, Logan County, Ark., and the 
sergeant has had 12 years of military service. I cannot too highly commend 
this couple for their humanitarian act in adopting this child, as well as two others, 
and their desire to give these children an opportunity to grow up in an American 
home with the privileges and advantages offered by our great democracy. 

I can wholeheartedly recommend the Corleys for their dependability and reli- 
ability, and I know that they are a couple of high character and perfect reputation. 

I realize the extent and number of bills before your committee; however, be- 
cause of the urgency involved in this instance, may I respectfully ask immediate 
favorable consideration of this bill by the committee and your cooperation in 
early passage by the House. 

With kindest personal regards, I am 

Yours sincerely, 
Boyp Tackett, M. C, 


The enclosures in Mr. Tackett’s letter read as follows: 
DECREE 


\ceording to the document of the notary Dr. Hans Wihlidal dated April 4, 
1952—Document Register No. 47/52—the employer of a town, Christian Ehses, 
at Wiesbaden, 47 Viktoriastrasse, acting as representative of the City Youth 
Office at Wiesbaden and as legal guardian of the child Elisabeth Heeht, born on 
March 18, 1951, at Wiesbaden, has concluded a contract with the married couple 
Tech. Sgt. Robert C. Corley and Lora M. Corley, nee Price, residing at Wies- 
baden, 16 Goethestrasse, by which the married couple Corleys adopt the minor 
Elisabeth Hecht as their common child. 

The mother of the child, Mrs. Elisabeth Minna Lecorche, nee Hecht, residing 
at Wiesbaden, 5 Grabenstrasse, has given her consent to this adoption by the 
document of the notary Dr. Hans Wihlidal at Wiesbaden on October 11, 1951 
Document Register No. 1380/1951. By the valid judgment of the Landgericht 
Wiesbaden file No. 2a R 355/51, dated March 31, 1952, is settled, that the minor 
Elisabeth Lecorche is not the legitimate child of Eugen Rene Lecorche. 

The adoption contract is, herewith, approved by the guardianship court by 
name of the minor Elisabeth Hecht. 

The adoptive parents—the married couple Robert and Lora Corley—-are 
given dispenses: 

a) from the age requirement of article 1744 of the German Civil Code 
BGB) pursuant to article 1745 of this law, and 

(b) from the requirement of the adoption law of the State of Arkansas, 
that the adopted child must have resided with the adoptive parents for a 
period of 6 months prior to the final decree. 

The president of government at Wiesbaden has been heard pursuant to article 
6 of FGG; he had not misgivings to acknowledge the adoption contract. 

Therefore, the adoption contract is judicially acknowledged pursuant to 
articles 1741, 1754, of the German Civil Code (BGB), 65, 66 FGG and in con- 
nection with the adoption laws of the State of Arkansas, U.S. A. 

This acknowledgment is given according to the consent of the commander in 
chief, Kuropean Command at Heidelberg, dated April 9, 1952, pursuant to 
United States High Commissioner Law No. 6, as amended. 

The decree is valid. 
Wiesbaden, 10th of April 1952, The Amtsgericht 4b. 

(Signed) Dr. Reinnarpt, Amtsgerichtsrat 
Issued: WIESBADEN, April 10, 1952. 


{L. S.] (Signed) ZIMMERMANN, 
Judicial O filce r as recorder of the Amtsqe hit 


This is a true translation of the original German document. 
[SEAL] Dr. Hans WruuipaL, Notary Public. 
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To Whom It May Concern: 
Know all men by these presents 
Lora M. Corley, a lawfully 


That ‘ ‘ 


wedded couple, May; 











April 22, 1943, in contemplating the adoption ¢ 
Corley, make the following statements 
We are both American citizens ban nica 
on active duty with the United States Air Fy 
further state without reservation that 
legal adoption of the cl upon its a 
the infant will reside w us under ! 
provide this child with the best educat mm po 
that, further we plan to raise this child to ul 
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I, Technical Sergeant Corley, furthe f 
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4 TRACY ANN CORLEY 


Technical Sergeant Corley has an excellent record with the squadron and is 
well thought of by officers and airmen alike. He is regarded as a very fine non- 
commissioned officer. 

I have had occasion to observe the Corley family and have noticed a very fine 
parent-children relationship. It appears to be a very fine well balanced and happy 
family. 

I believe the Corleys deserve much credit for giving three children a home and 
a chance at a decent life, and I’m sure Tracy will never have cause to regret vour 
approval of her adoption. 

Sincerely, 





GILBERT TD. Preston, Jr., 
Major, USAF. 


HEADQUARTERS 74997TH COMPOSITE SQUADRON, 
APO 633, Unirep States Atr Force, 
October 10, 195 ae 
Subject: Recommendation for Adoption. 
To: Adoption Review Board, Wiesbaden Military Post, APO 633, United States 
Air Force. 

1. Tech. Sgt. Robert C. Corley, AF6934318, has been a member of my com- 
mand since September 9, 1949. Since the assignment of Sergeant Corley I have 
had many oceasions to observe him while working and during his off duty periods. 
[ find him trustworthy, loyal, and his devotion to duty is above reproach. His 
character is excellent, and he is capable of handling any job or task given him 
with the utmost efficiency in a short period of time. 

2. I recommend the adoption by Sergeant Corley be approved as I am sure it 
will not bring discredit upon the military service, and the duties required of him 
would be carried out intelligently and with dignity. 

CLARENCE H. SHAMBECK, 
Major, USAF Commanding. 


7100TH Ha Supporr WING, 
WEISBADEN Miuitary Post, 
OFFICE OF THE CHAPLAIN, APO 633, USAF, 
April is 195 - 
Subject: Chaplain’s Report. 
To: Adoption Board, 7100th Headquarters Support Wing, Weisbaden Military 
Post, APO 633, United States Air Force. 

1. I visited the home of Tech. Sgt. and Mrs. Robert C. Corley on April 7, 
1952, and found the family all at home. 

2. The Corleys have already adopted a boy and a girl, Tracy Ann is the third. 
At home they presented a os of a happy normal family. It is my recom- 
mendation from personal observation that they be given custody of the child, 
Elizabeth Hecht. I believe that they will give to this child the same love and 
care that they show for their other two children and will raise it according to 
the true American traditions. 

GEORGE C. FISHER, 
Chaplain (Major), USAF. 


HEADQUARTERS 367TH FIGHTER-BOMBER WING, 
OFFICE OF THE CHAPLAIN, APO 208, Unirep States Atr Force, 
April 12, 1950. 
To Whom It May Concern: 

I feel that Mr. and Mrs. Robert C. Corley would be excellent parents and 
would give a good home to any children they might adopt. I further feel that 
they could give to these children the necessities of life. 

Respectfully, 


Cart W. Hewett, 
Major, USAF, Wing Chaplain. 
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Hon. Boyp Tackert, 
House of Representatives, United States Congress, 
Wash ngton oO, D ( 

Your Honor: I am writing in regard to the adoption documents I ma 
you by registered air mail April 16, 1952. 

Is there any possibility of our receiving the visa for Tracey An: 
June 1, 1952. 

I am making this inquiry due to the fact that we have two other adopted 


children who are subject to paragraph 2 (f) Displaced Persons Act, 1948. It is 
very necessary that we get these children into the States before June 30, 1952 
due to the termination of the Displaced Persons Act, June 30, 1952. 

If it is possible to get a visa for Tracy Ann before June 1, 1952, we can get all our 
children to the States before the closing date without any further legi 
delay. 

Very truly vours 





RoBERT ©. CORLEY, 
Technical Sergeant, AF 6934318, Seven Thousand Four Hundred and Ninety- 
ninth Composite Squadron, APO 633, care of Postmaster, New York 
iV. Be 
Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 6515 should be enacted and accordingly recom- 
mends that the bill do pass, 


lan 
VY 
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HISAMI YOSHIDA 


of the W hole House and ordered 


JUNE 23, 1952.—Committed to the Committee 
to be printed 


Mr. Donouve, from the Committee on the Judiciary, submitted the 
following 


REPORT 
R. 6712] 


{To accompany H 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6712) for the relief of Hisami Yoshida, having considered the 
same report favorably thereon with amendment and recommend that 


the bill do pass. 
‘The amendment is as follows: 
‘‘any provisions excluding from 


On lines 5 and 6 strike out the words 
admission to the United States persons of races ineligible to citizen- 
ship,’’ and substitute in lieu thereof the following: ‘‘the provisions 
(c) of the said Act,”’. 


of section 13 
BILL 


PURPOSE OF TH! 
The purpose of this bill, as amended, is to facilitate the admission 
into the United States of the minor half-Japanese child in the custody 
of a United States citizen serviceman and his wife. 
GENERAL INFORMATION 


Mr. Hess, the author of this bill, submitted the below-quoted docu- 
ments, which contain the pertinent facts with regard to this case 


(CONGRESS roe UNirep Stati 
Housk OF REPRESENTATIVE 
Washinaton, D.C... Fe a MW) 195 
Hon. EMANUEL CELLER, 
The Chairman, House Judiciary Committee, 
Washingtor ei 
Dear Mr. CHarrmMan: Enclosed herewith is a copy of my bill (H. R. 6712 
Hisami Yoshida, which I introduced at the request of my cor 
Martin Siegert. now stationed ‘I am a 


for the relief of 
stituent, Master Sgt. Roy 


- HISAMI YOSHIDA 


enclosing Master Sergeant Siegert’s letter to me, and the documents he enclosed 
therewith. 
I hope that vou W ill find it possible to bring this measure up before vour com- 


mittee at an earlv date. As vou will note, the soldier is slated to return to the 
United States in July 1952, and wishes to bring this minor child back with him 
I] should like verv much to be able to get favorable action in his behalf 


sincerely vours, 


Wa. E. Hess 


339TH FIGHTER INTERCEPTOR SQUADRON, 
35TH FIGHTER INTERCEPTOR GRote, 
1PO 994, CO Postmaster, San Franc sco, Ca iT.. Feb ia 6, 1 w a 


Hon. Wiitiam E. Hess, 
Hlouse of Representatives Washington £) £2. 


Dear CONGRESSMAN Hess: I request your assistance in submitting necessary 
legislation to permit the entry into the United States of one Hisami Yoshida, female, 


born on April 6, 1949, at 4445, 7-chome, Kamiitabashi, Itabashi-ku, Tokvo, 
Honshu, Japan. This child’s mother is a Japanese national who presently lives 
at 241, Motohasunuma-cho, Shimura, Itabashi-ku, Tokvo, Honshu, Japan. The 


natural father of this child is believed to be an American soldier who has since 
deserted the mother and child. 

The child was born out of lawful wedlock and was not acknowledged by the 
father, nor was the child registered at the United States consular office here in 
Tokvo. The child’s mother is not financially able to care for the child and feels 
the child will not have the same opportunities in Japan as a true Japanese. She 
has therefore given her consent to the adoption of this child, Hisami Yoshida, 
by my wife and I, as evidenced from the copy of an adoption agreement enclosed 
for vour convenience 

The following information is given with reference to my wife and myself: 

1 was born December 15, 1915, at Hooven, Ohio. I am a career man in the 
Regular military service, and received the Legion of Merit in recognition of my 
service during World War II. My wife was also born in Ohio and we were mar- 
ried on September 14, 1946. 

We are due to return to the United States in July 1952, and therefore the time 
element is of great importance if we are to bring this child back to the United 
States when we are so ordered. 

Inasmuch as other such legislation has been effected in the past, will vou please 
undertake such a step and do all within your power to effect an early passage for 
the reasons stated above. 

For your information I enclose, in addition to a copy of the adoption agreement, 
a picture of the child, a letter from my military superiors indicating my financial 
ability to support this child, and three letters of reference. 

In addition, the following may be contacted for personal reference: 

Mr. and Mrs. Leonard Bruker (mother and stepfather), 1051 Considine Avenue, 
Cincinnati, Ohio. 

Mrs. William Roe, 2276 Chatfield Drive, Cleveland Heights, Ohio. 

Mr. Ralph Belden, 209 East Eighth Street, Elyria, Ohio. 

Your early attention in this matter will be appreciated. 

Very truly yours, 

toy MARTIN SIEGERT, 

Master Sergeant, USAF. 
Enclosures. 
339TH FIGHTER INTERCEPTOR SQUADRON, 

35TH FIGHTER INTERCEPTOR GROUP, 

APO 994, February 4, 1952. 
To Whom It May Concern: 

The military pay record of Master Sgt. Roy M. Siegert, AF6832758, contains 
the following entries relating to his financial status: 

a) Enlisted June 12, 1949, for a 3-year period. 

b) Completed 14 years’ service for pay purposes October 10, 1951. 

(c) Monthly pay rates: (1) Basic pay, $242.55; (2) foreign-service pay, $22.50; 
3) station per diem allowance for subsistence, $67.50; (4) clothing maintenance 
allowance, $7.20. 

d) Allotments deducted monthly from pay: Class I allotment, $15.78. 

e) Monthly income tax withheld: None. 


GEORGE WACKER, 
First Lieutenant, USAF, Adjutant. 





HISAME YOSHIDA a 


Orrick ¢ HE Pre r ¢ 
PHIR' PTH Fiat PERCEPTOR W 


To Whon It Vay Conce 





The undersig Te Ly 1 | - 
Rov x sregert ) L ‘) 
themselves an Lie fina i ( i ‘ 
familv devoted ) e ca f 

I recotnmena as i tO} 

\I RTI \\ 
('] \/ / 1/ | ( 
OFFICE OF THE | I () 
330TH FIGHTER I > 
S5OTH IY HT | I 
1/4) / 

Subjeet: Character reference 
To Whon Tt VJ iy Clonce 

1. I] have known Master Sergeant Siegert for the past ¢ th yur 
period of time he has worked under mv im ediate sup 

a. .9 highly recommend him for this undertal { lle is exe 
for the responsibilities of sueh a decision | i Ce ira 
coupled with a congenial and friendly personalit L firn penueve that a 
person or persons introduced into his family cire lor tneir tuture 
find a friendly, Christian home, and an inexhaustible amount of pat 
trivialities of life. 1 feel that the individual concerned ould find a 

- would be an asset to him or any community. 
| I O. WE! 
( pla PS fe ‘) 
CHARACTER REFERENC! 
I, George Wacker, first lieutenant, USAF, adjutant of the Three Hundred 


and Thirty-ninth Fighter Interceptor Squadron, APO iti \ 
office and personal contact have known Master Sgt. Rov M. Seigert, AF6S832758, 
Three Hundred and Thirtyv-ninth Fighter Interceptor Squadron, APO 994, for a 
period of 11 months. While in contact with Master Sergeant Seigert I have 
found him to be diligent, capable, and of such character as to be above reproac! 
at all times. 





HEADQUARTERS, Six THOUSAND ONE HUNDRED 
AND SIXTY-SECOND MEDICAL GROUP, 
1PO 994, January ) 195 


CERTIFICATI 


I have examined Eileen Seigert and find her free of communicable diseases. 


ApoptTion AGREEMENT 


This adoption agreement is made and entered into at Tokyo, Honshu, Japan, 
this 5th dav of February A. D. 1952, between Miss Hisako Yoshida, age 25, a 
Japarese national, residing at 241, Motohasunuma-cho, Shimura, Itabashi-ku, 
Tokyo, Honshu, Japan, the natural parent of Hisami Yoshida, female, bor 
April 6, 1949, at 4445, 7-chome, Kamiitabashi, Itabashi-ku, Tokvo, Honshu, 
Japan, hereinafter known as the child, and Master Sgt. Roy Martin Siegert, a 
legal resident of 1051 Considine Avenue, Cincinnati, Ohio, presently serving in 
the United States Air Force, with military serial number of AF6S832758, with d 
station at Three Hundred and Thirty-ninth Fighter-Interceptor Squadron, 
Johnson Air Base, Honshu, Japan, and Wanda Eiliene Siegert, wife of Master 
Sgt. Roy Martin Siegert, also a legal resident of 1051 Cor ue, Cineci 
nati, Ohio, but at present accompanving her husband at Johnson Air Base, 
Honshu, Japan, hereinafter known as the adoptive parents 








HISAMI YOSHIDA 





Whereas the natural father of the child is believed to be Kelly Mice, an American 
soldier, whose present address is unknown, and who has deserted the natural 
mother of the child, and whereas Miss Hisako Yoshida, the natural parent of the 
said child, is desirous of having the child, Hisami Yoshida, adopted by the afore- 
mentioned Master Sergeant and Mrs. Siegert, and whereas Master Sergeant and 
Mrs. Siegert have had the care and custody of the child continuously since Jan- 
uary 21, 1952, and have learned to love the said child as their own, and are agreed 
and desirous of adopting the child, be it known that the parties are agreed with 
each other as follows: 

1. That the natural mother of the child does fully release the custody of the 
child to Master Sergeant and Mrs. Siegert for the purpose of adoption by the said 
Master Sergeant and Mrs. Siegert, and that she agrees and covenants with them 
that she will make no future claim for the said child from this day forward, and 
that she makes this release completely and forever. 

Further, that she fully agrees and releases the child for travel to the United 
States or any other place as may be necessary in the occupation of Master Sergeant 
Siegert, ana in the interest of the child, as determined by the said Master Sergeant 
and Mrs. Siegert. 

2. Miss Hisako Yoshida agrees that she will at all times cooperate fully and 
completely with Master Sergeant and Mrs. Siegert in any proceedings that may 
be necessary with the United States consular service, the United States State 
Department, and/or any recognized or established child-welfare association in the 
United States, to further the adoption of the child by the said Master Sergeant 
and Mrs. Siegert. 

3. Master Sergeant and Mrs. Siegert do jointly and severally agree and covenant 
that they shall initiate action lawfully to adopt the child, Hisami Yoshida, as 
soon as it may be practicable under the circumstances, either in the Japanese 
courts or in a court of competent jurisdiction in a State within the United States 
and from this date until the said child shall reach the age of 21 years, or marry 
under that age, Master Sergeant and Mrs. Siegert do covenant with Miss Hisako 
Yoshida that they will maintain, board, lodge, clothe, and educate the said 
Hisami Yoshida in a manner suitable to their station as fully and as completely as 
if Hisami Yoshida were the natural child of the said Master Sergeant and Mrs. 
miegert, 

Further, that they will fully provide the child with all the necessaries and 
discharge all the duties and liabilities which the said child may incur for neces- 
saries and indemnify the said Miss Hisako Yoshida against all actions, claims, and 
demands in respect therefor, forever. 

In witness whereof, the undersigned have hereunto set their hands and seals 
this 5th day of February A. D. 1952, at Tokyo, Honshu, Japan. 


[SEAL] Roy Martin SIEGERT. 
[SEAL] WanbDA EILIENE SIEGERT, 
[SEAL] Hisako YOSHIDA, 


I, the undersigned, a Japanese interpreter in the employ of the Far East Air 
Forces, Tokyo, Honshu, Japan, do affirm that I have completely and fully inter- 
preted the foregoing provisions to Hisako Yoshida, in the Japanese language, and 
the Hisako Yoshida has indicated her full agreement and consent prior to affixing 
her signature thereto. 

Hiyosu1 TOKUNAGA, 
Wirn THE UNITED States Arr Force, 
At Tokyo, Honshu, Japan, ss: 

On this 5th day of February A. D. 1952, before me, the undersigned officer, a 
judge advocate in and for the United States Air Force, personally appeared 
Master Sgt. Roy Martin Siegert, Wanda Elliene Siegert, and Hisako Yoshida, 
who, under oath, swore and/or affirmed the statements made in the foregoing 
adoption agreement are true and correct and are made freely and voluntarily for 
the purposes therein stated. Further, the above-named interpreter affirms the 
foregoing document was fully explained to the said Hisako Yoshida as certified 
above. Further, the undersigned certifies that he has the general powers of a 
notary public in matters of this nature, pursuant to an act of Congress, May 5, 
1950 (64 Stat. 107 Art. 136, Uniform Code of Military Justice). 

NogEt B. Brown, 
Major, USAF. Judge Adoveate. 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 6712, as amended, should be enacted and 
accordingly recommend that the bill do pass. 


O 
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ROSE MARTIN 


JUNE 23, 1952.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Cuer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
{To accompany H. R. 6903] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6903) for the relief of Rose Martin, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to facilitate the admission into the 
United States of the Chinese minor child adopted by a United States 
Army officer and his wife. 


GENERAL INFORMATION 


Mr. Talle, the author of this bill, submitted the following statement 
in support of his measure: 


In 1945, while stationed in Kunming, China, Colonel Burbank made the ac- 
quaintance of Rose Martin, then a 10-vear-old refugee from Hong Kong. As 
you will note from the enclosures, it is not possible to establish the racial origin 
of this child, but it is known that her father was British and that her mother was 
Chinese, Eurasian, or European. Both parents are deceased. In any event, inso- 
far as the immigration authorities are concerned, this orphan is considered to be 
50-percent Chinese. Colonel and Mrs. Burbank have supported her for the past 
7 vears, and she is now with them in Germany where the Colonel is attached to 
the Office of the Chief of Ordnance, Headquarters European Command. The 
Burbanks have initiated adoption proceedings in the German courts, but ther 


some question as to whether these courts have jurisdic 


is 
tion in the matter If not, 
new adoption proceedings will be instituted in the United States at the earliest 
possible date. 

Inasmuch as the colonel will be assigned to State-side duty later this vear, he 
and his wife are most eager that action be taken on H. R. 6903 during the present 
session of the Congress—i. e., thev do not want their foster daughter to be denied 
permission to accompany them when they return to the United States 

Colonel Burbank and I are personal friends of long standing, both of us hailing 
from Decorah, Iowa. I can personally vouch for his integrity and other sterling 
qualities of character; and there can be no doubt but that he and Mrs. Burbank 
will rear the Martin child in the best American traditions. 
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ROSE MARTIN 


In addition, Mr. Talle submitted the following documents contain- 
ing the pertinent facts in this case: 
NoveEMBER 15, 1951. 
The Honorable Henry O. Tate, 
House of Representatives. 

My Dear Mr. Taute: I refer to your letter of October 22, 1951, transmitting 
the enclosed communication from Col. L. A. Burbank, Ordnance Division, Head- 
quarters EUCOM, APO 403, Care of Postmaster, New York, N. Y., with en- 
closure, in further connection with his desire to bring Miss Rose Martin Burbank 
to the United States for the purpose of adoption. Reference is also made to my 
interim acknowledgment of October 24, 1951. 

Under the provisions of the act of Congress of December 17, 1943, which estab- 
lished an annual immigration quota.of 105 for Chinese persons (as distinguished 
from a quota of 100 per annum for white persons born in China), persons having 
50 percent or more of Chinese blood and not as much as 50 percent of blood of a 
race or races ineligible to citizenship are chargeable to the Chinese racial quota, 
which is heavily oversubscribed. The above-mentioned act provides further that 
a preference up to 75 percent of the queta-for Chinese shall be given to Chinese 
persons born and residing in China, while the remainder of the quota, plus any 
unused portion of the first 75 percent thereof, shall be made available to Chinese 
persons born or residing outside of China, in accordance with their registration 
priority on the quota waiting list. 

In the absence in the files of this division of any correspondence from the 
American consulate general at Hong Kong regarding the case of Rose Martin 
it is not known whether or not she is registered at that office as an intending 
immigrant. As stated in my letter to you of October 29, 1951, the consulate 
general has been requested to inform the Department what its records show in 
the matter. You may wish to explain to Colonel Burbank in the meantime that 
there is no provision under existing law whereby Rose could be provided with an 
immigration visa for entry into the United States until a quota number becomes 
available for her use in her proper turn with other qualified applicants who are 
chargeable to that portion of the Chinese racial quota allotted to Chinese persons 
residing outside of China, and that neither the Department nor its consular officers 
abroad are vested with the authority to make exceptions, regardless of any extenu- 
ating circumstances which may exist in an individual case. 

In view of the foregoing there is unfortunately no alternative but that Rose 
await the availability of an appropriate quota number for her use, regardless 
of whether she remains in Hong Kong or Colonel Burbank is able to obtain for 
her permission to enter some other country. If Colonel Burbank decides to have 
the young girl proceed to Germany he may wish to communicate with the Ameri- 
can consular office nearest his place of residence there with a view to having her 
registered as an intending immigrant. If it is determined that she did, in fact, 
previously register at the consulate general at Hong Kong, he may wish to 
request that office to transfer Rose’s visa dossier to the appropriate consular 
office in Germany. The responsible consular officer there will accord the case 
every appropriate consideration consistent with our immigration laws and regula- 
tions and will take final action thereon just as expeditiously as existing quota 
limitations permit. 

I may add that it is not possible to make a quota number available for any 
visa applicant out of his turn, as to do so would have the effect of according him 
a preference to which he is not entitled over other qualified applicants with earlier 
registration priority dates. 

I shall be pleased to communicate with you again in the matter under ref- 
erence as soon as a report is received from the consulate general at Hong Kong. 
Sincerely yours, 

H. J. L’HeEvREvx, 
Chief, Visa Division. 





Rose MArtTIN 
Apri 7, 1952. 
To Whom It May Concern: 

The undersigned has known of and has been associated with actions involving 
Rose Martin’s welfare since early in 1946 when, as a colonel in the United States 
Army in Kunming, China, at the time, I accidentally became acquainted with a 
refugee girl who, although living as a Chinese, did not appear to be oriental at all. 

Through my interpreter I learned that she was born January 9, 1936, in Hong 
Kong; her father was a British sailor and her mothér was also believed to be 
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British, but there was no record of her birth in the office of records, and the Chinese 
nurse who had raised her from the time of her mother’s death had never been abl 


1 Die 


to establish any identity or connection with relatives in England. The father was 


reported to have been lost at sea when serving in H. M.S. Drake which was sunk 
in combat in 1939. The girl’s mother had died after the birth of the chi 
the Chinese woman, Mrs. Lo, had been employed and paid by the father to car 
for the baby until he was ordered to sea, after which no further payments 
came through. 

Mrs. Lo had taken the child out of Hong Kong ahead of the Japs and had kept 
ahead of them as they occupied more and more of South and West China. In 
Kunming Mrs. Lo worked out a meager living washing for American officers. 
I became interested when I got my shirts back starched and ironed for the first 
time in many months, and my interpreter reported the circumstance of a little 
foreign girl living with the Chinese laundress. 

I obtained clothing from the States for the girl but was transferred before | 
could put her in school. Later [ had them moved into Kwei-Yang, China, where 
I could take some care of the girl, and was able to send them back to Hong Kong 
before I returned to the United States after the Japanese surrendered 

At that time I had written Mrs. Burbank about the girl and she had agreed to 
an adoption if I could have worked out the details, but laws, absence of birt 
certificate, visa, etc., prevented any positive action. On arrival in the Unite d 
States from overseas Mrs. Burbank joined me in New York and we went to Wash- 
ington. Obtained little or no help from the United States Immigration Service 
or the State Department but did receive some help from the British Embassy 
who agreed to reply in writing regarding British policy as to adoption of a British 
war orphan residing in Hong Kong. I therefore put my request in writing and 
received their reply under date of January 21, 1946 (exhibit 2 


Since that time we have remitted funds to Rose w hich permitted her to atter ‘ 
school and to partially support herself. In this time she learned enough En 
to write to us and, as it is now known, to talk de esi We - various 


correspondence with the British welfare officer in Hong Kong and tried to get the 
American consul there to answer my letters regarding a visa. Exhibits 3 through 
9 detail these actions. 

During this period we did not push the child regarding leaving Hong Kong or 
joining us because we wanted her to make up her own mind and to ask us to ac- 
complish what we had promised several vears before. On July 23, 1951, we re- 
ceived a leiter from Rose (exhibit 10), which asked us to arrange for her to join us. 

Exhibits 11 through 18 detail the actions taken but are only extracted to give a 
clear picture; there have been many other letters, including my request to Con- 
gressman Talle, to assist me in clearing a way so that we can obtain legal entry 
into the United States for Rose. 

At the date of writing this, Rose Martin is with us in Heidelberg; she is adjust- 
ing nicely and Mrs. Burbank is happy with the responsibility of a new dat ighter. 
Steps have been taken to enter adoption procedures in appropriate German court 
An officer in the EUCOM Judge Advocate Division is guiding the case and he 
anticipates no insurmountable difficulties. It is our desire to adopt Rose Martin 
as our daughter and for her to receive necessary clearance so she may enter the 
United States when we are rotated home in December 1952 at the end of our 3 
years Overseas tour. 

Favorable action of the Judiciary Committee is requested so that H. R. 6903 
may be placed before the Congress of the United States 

For the record, we wish to say that Rose Martin could possibly be Eurasian. 


Her father having been British, her mother could have been British, Chinese, or 


Eurasian. Her figure is slender and erect, her skin is olive and smooth, her hair 
brown, and her eyes green. Her health appears to be excellent and a physical 
examination has revealed no physical defects. She has been 
immunizations. 

We can see no reason why she cannot take her proper place in life in the United 
States and become a useful, active citizen. We believe this so firmly that we are 


willing to procee d with the adoption procee¢ dings and to assume the responsibilities 
of foster parenthood. 


riven the r mur 


LELAND A. BURBANK, 
j 


Mrs. Exvste A. BuRBANE 
Sworn and subscribed to before me this 7th day of April 1952 


VERNON M. CULPEPPER 
First Lieutenant, 0993509, JAG 
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HEADQUARTERS EUROPEAN COMMAND, 
OrricE CHIEF OF ORDNANCE, 
APO 403, CARE or PosTMASTER, 
New York, N. Y., April 23, 1952. 
Hon. Henry O. Tate, 
House of Representatives, 
House Office Building, Washington, D. C. 


Dear Sir: Enclosed is a statement we have obtained from our legal assistance 
officer which should be of assistance to you in presenting H. R. 6908 to the 
Judiciary Committee. We will continue to press our case before the German 
court but feel there is to be some delay due to the question of jurisdiction and the 
problem of translating British law into German. As you can well imagine, a 
defeated nation has little or no jurisdiction in regard to the laws of a conqueror. 

The German judge raises the question of jurisdiction because an adoption pro- 
ceeding without jurisdiction would be contestable in case of the division of an 
estate where such is not covered by a will or wills. I have assured the judge that 
we both have made wills and would rewrite them to cover the problem that we 
recognize. In fact, my estate will consist mostly of insurance which is taken care 
of by changing a beneficiary or contingent benficiary and that little or no real 
property is involved. 

I hope that you now have the file and sworn statement which we mailed on the 
Lith and 14th of April, and that with this statement you have all the material 
necessary for your action. 

Yours truly, 
L. A. BuRBANK, Colonel. 





HEADQUARTERS, EvUROPEAN COMMAND, 
OFFICE OF THE JUDGE ADVOCATE, 
APO 403, April 22, 1952. 
Status of adoption applieation by Col. and Mrs. L. A. Burbank. 
To Whom It May Concern: 


1. The application by Col. and Mrs. L. A. Burbank to adopt Rose Martin has 
been considered by the adoption board, Heidelberg Military Post, and approved, 
subject to receipt of a contract of adoption. The adoption file has been forwarded 
for review by this office in accordance with the provisions of EUCOM Circular 
No. 25, and final approval by this headquarters. 

2. Final approval is pending receipt of the contract of adoption. Action on 
the contract has been delayed by reason of the guardianship court’s concern with 
regard to its jurisdiction in the matter. If the court decides finally to refuse action 
on jurisdictional grounds, the proposed adoption cannot be consummated. How- 
ever, if the court decides to take jurisdiction, the adoption can be concluded 
without delay. 

3. This office is convinced that all reasonable measures have been taken by the 
applicants to assure that the matter is resolved at the soonest possible time. 

Curtis L. WivuriaMs, 
Lieutenant Colonel, J AGC, 
EUCOM Legal Assistance Officer. 


Upon consideration of all the facts in this case, the committee 
recommends that the bill CH. R. 6903) do pass. 


>> 
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(H. i. 6904 for the relief of Kivoshi Nabeshima hay Ing considerer 


the same, report favorably thereon without amendment at 


mend that the bill do pass 
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United States of the stepson of a United States citizen sers 
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2 KIYOSHI NABESHIMA 


My wife is a citizen of the United States and we are living together at the 
present time in San Antonio, Tex., where | am stationed for duty with the United 
States Army. On December 5, 1951, I expect to be transferred to Fort Hood, Tex. 

I have contacted the immigration authorities relative to this matter and was 
advised to write you requesting that you submit a private bill in order to facilitate 
my stepson’s return. At the present time my stepson is residing with his grand 
mother at 1-187 Kamitazawa Setagava, Tokyo, Japan 

Any assistance you can give me in this matter will be appreciated 

I am writing to you as I am a resident of Bluffton, lowa, but at the present 
time I am serving in the Army 

Sincerely yours, 
fopeERT L. Metver, RA37039640 


STATEMENT 


The following information is furnished regarding the citizenship of Grace 
Melver and a child, Kyoshi Nabeshima: 

Full name: Grace Shisiko Nabeshima—Aso Melver. 

Birth date: March 19, 1918. 

Birthplace: 1619 Laguna Street, San Francisco, Calif 

Departed to Japan: April 11, 1929. 

Married: Masao Nabeshima, a Japanese national, June 25, 1939. 

Residence: Mukden, Manchuria, from 1939 to 1946. 

First child: A son, Norio Nabeshima, born November 3, 1940. 

Second child: A daughter, Michiko Nabeshima, deceased. 

Third child: A son, Kyoshi Nabeshima, born August 28, 1945. 

My first child, Norio Nabeshima, who was born in 1940, is an American citizen, 
and can enter the United States. My third child, Kyoshi Nabeshima, born 
August 28, 1945, is a Japanese national, and therefore cannot enter the United 
States without an entry permit. 

My first husband, Masao Nabeshima, was drafted into the Japanese Army in 
Manchuria on the 14th of May 1945. After the war, he was taken to Russia to a 
concentration camp, where he died on the 12th of March 1946. His death has 
been confirmed by the Japanese Government. A copy of the confirmation is 
attached. 

Grace 8S. Aso-MELVER 
STATE OF TEXAS, 
County of Bell: 
Subscribed and sworn before me this 8th day of April 1952. 
[SEAL] Anita J. RoGers, 
Notary Public in and for Bell County, Tez. 

I, Robert Lee Melver, and Grace 8. Aso, were married July 25, 1951, in Tokyo 
Japan, by James V. Martin, Jr., Consul of United States of America. 

Rospert LEE MELVER. 





AMERICAN CONSULAR SeERVICE, USPOLAD, 
Tokyo, APO 500, June 4, 1951. 
Miss Grace Suisuko NABEsHIMA Aso, 
Japan Logistical Command, 
Japan Central Exchange, APO 508. 

Mapam: According to evidence on file at this office, following confirmation on 
April 3, 1951, of the death of your husband, Masao Nabeshima in Siberia you 
reverted to your maiden name, Aso, and your name was entered in the Aso family 
register on April 13, 1951 

Very truly yours, 


MARGUERITE G. WHITEHEAD, 
American Vice Consul. 
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15 CHMES 1. 412 \s| 
Foo SEI ~ ) 
/ i] ] ; 

To Whom It May Concern 

Sergeant Melver has been a member of this organizati or ¢ H 
qualifications as a soldier, leader, and instructor and his exc 
efficieney rating have resulted in a promotion from sergeant t rs f ’ 
in this short time. Date of promotion was March 11, 1952 

Sergeant Melver has been in the Army 10 vears and t 
enlistment is of indefinite duration He is a career soldier and it { remai 
in the service. 

It is mv belief that Sergeant First Class Melver i steady, reliable ind tual 


who is capable of and will maintain his family in an acceptable manner 


Joun R. Siri 


March 25. 195 
To Whom It May Concern 
I have known Mrs. Grace Melver since December 195] Her husband, Set 
(le) Robert Melver, has been under my immediate supervision from that time 
until the present date 
I have had numerous oceasions to observe Mrs. Melver, and have visited with 
her frequently. In my opinion she does possess excellent qualities of honesty, 


friendliness, and courtesy, and, in my opinion, she is a very loyal American 
citizen. 

Any assistance I could give Mrs. Melver in any undertaking would be an honer 
and a pleasure. 


Warrant Officer Junior Grade, United States Army, 


Subject: Mrs. Grace Melver,. 
To Whom It May ( oncern 

The undersigned wishes to state that Mrs. Grace Melver, presently in the 
position as a saleslady of the Fort Hood Exchange has been under her personal 


observation for a period of approximately 3 months and has at all times con 
ducted herself in a ladvlike manner. Never has Mrs. Melver engaged in practices 
that would reflect discredit upon herself or the exchange servic 
Rurn L. Perry 
Vlar ag PV A 
NT At } Q52 


To Whom It May Concern: 
Mrs. Grace Melver has worked for the Fort Hood Exchange sinee January 9, 
1952, and has proved herself to be an employee of the highest character 
She has been conscientious, loyal, and dependable at her job. In addition to 
her work she seems to possess excellent qualities of honesty, friendliness, and 
courtesy to fellow emplovees and customers alike 
It is a pleasure to recommend Mrs. Melver 
Very truly yours, 
For Hoop EXCHANGE, 
C. R. ANDERSON, 
Major, AGC, Exchange Officer 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 6904 should be enacted and accordingly reecom- 


mends that the bill do pass. 
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RAYMOND SCOTT HILL 


June 23, 1952.—Committed to the Committee of the Whole H 


Mr. Witson of Texas, from the Committee on the Judiciary, submitted 


the following 

REPORT 

{To accompany H. R. ¢ 
The Committee on the Judiciary, to whom was referred the bill 
H. R. 6915) for the relief of Raymond Scott Hill, having considered 


the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILI 


The purpose of this bill is to facilitate thi admission into the United 
States of the minor half-Japanese child in the custody of a United 
States citizen serviceman and his wifi 


GENERAL INFORM 


The pertinent facts in this case are contait in the 


ail 


and documents submitted by Representative Lyle, the aut f tl 


this 
Ho | 
1 I) ¢ / 
Hon. EMANUEL CELLER 
Chairman, Committee on the J ; 
House of Representa Washinaton. D. ¢ 

My Drar Mr. CuairMan: In respor { I f May 12, I 
mitting 11 documents i ppor fmv } H.R. 69 ! f | 
Seott Hill 

Ravmond Seott Hi Sf American-Japa H 
anese and his father is ar named America | ( 
named Kazuo Kaneko, wa a \ia rs I | I] | { 
Mrs. Hill from an orphanage operated | { I J 
orphanage is a welfare agency receg ( 


cated by the letter of agre 


Central Child Welfare Center. Tt 











2 RAYMOND SCOTT HILL 






since June 27, 1951. He has been examined by American doctors and found to 


be in sound mental and physieal condition. He was born on April 1, 1949, in 


¥ 
Tachikawa, Japan. 
Sergeant Hill is 31 years of age, and his wife is 27. They were married on 
F November 8, 1943, in St. Louis, Mo., and are the parents of two children, a 


E daughter who is 7 and a son who is 6, 
I am sincerely hopeful that the information I am submitting will be sufficient 


to warrant favorable consideration by your committee 


Sincerely, 
Joun EF. Lywt 





AGREEMENT 


Tokyo Cuvuo-Jipo SopANSHO GENSHIN MAaRUt, 
August 11, 1951. 


. To St. Odilia Home 

Ee |. lL agree to adopt Kazuo Kaneko. 

2. I will take him to the United States of America. 

f 3. I will raise this child, educate, and give him every protection and love that 
Pe Is possible. 

cf 1. While I am in Japan, the Japanese custodians are welcome to visit my home 
& at any time to report on the child’s care and welfare. 

F 5. If this child is not receiving the proper care, I fully understand that the child 
: may be taken from us. 


Husband) Master Sgt. Frank J. Hitz, (AF—18061006). 
Wife) Dorotrny J. Hit. 
Witnessed: 
JOHN W. Bi NROW, 
Captain, United States Atr Force, 
Summary Court Officer. 





AGREEMENT 
10 Aucust 1951 


To Whom It May Concern 
I, Fusako Kaneko, agree to relinquish all claims to my son Kazuo Kaneko, I 
further agree to place him in the custody of Master Sergeant and Mrs. Frank J. 


Hill to rear as their own child. 

] have no obje ction to the adoption of mV son, as the prospective foster parents 
can give him all of the benefits of a home life, education, and paternal love that | 
him d 


ue to financial difficulties. 


am unable to give 
FusaAKkKO KANEKO 


Aucust 1], 1951. 


Subject: Allied military personnel adopting a Japanese child 


To Whom It May Concern: 
1. Master Set. Frank J. Hill (A F—-18061006) and his wife Dorothy J. Hill are 


going to adopt a Japanese boy named Kazuo Kaneko. 
2. Kazuo Kaneko was born on the April 1, 1949, at his mother’s house, Tachi 


kawa-shi, Tokyo-to, and his mother is a Japanese woman whose name is Fusako 
Kaneko and her permanent domicile is No. 172 1-chome, Fujimi-cho, Tachikawa 
shi, Tokvo-to. The child’s father is an unknown American. 


le 
3. Master Set. Frank J. Hill and his wife have already taken the child into their 


home sinee ? mie nths ago 
>. I have the opinion that the child of such birth and family relations will be 
appy under the care of those foster parents, who promised according to the 


Ci V's welfare in the convenant attached. 


GENSHIN MARUT, 
niral Ch 1 Welfare Center. No S58, }-chome, 








RAYMOND SCOTT HILI - 


JAPAN CENTI I.XCHANGE, | p 24 
|  ) Ort 
Subject: Dorothy J. Hill. 
To Whom It May Concer? 

In reference to the ado} tion of a Japanese-Ar rica pat I Master Sgt 
Frank J. Hill and his wife, Mrs. Dorothy J. H the undersigned it tt 
this letter as a character reference Mrs. Hill has worked for me for a period 
several months and has alwavs shown great ength of iracter and 1 i 
standing. She is working in a position of trust as cashier in the post exchange 
The undersigned feels that favorabl onsideration should be give Mir i 


in this adoption case 


HEADQUARTERS, THirpd BomMBARDMENT W 


Subject: Statement of soldier deposit 
To Whom It Vay ( oncern 

This is to certify that, according to NME For 13, Master Sgt. Frank J. Hi 
(AF-18061006), Headquarters Thir bardn { \ , Q54 
has a total of $490 soldier deposits 


~ 


To Whom It Vay Concern: 
Master Set. and Mrs. Frank Hill, residing on this air base, A.P.O. 328, have 
recently filed application to adopt a baby orpha 


The undersigned is of the opinion that the above-named couple are { 
qualified to act in the capacity of parents for the child The character of each 
is above reproach, and their home life based upon Christiat leals and 
moral standards. 

The child has lived with them for 6 months and is now 2 vears of age 

It is the refore recommended that their petite be granted and the apy il 
approved. 

( | QO. Mui 
(} \J \ | 
1 
h ( 


he committee is of 


Upon consideration of all the facets in this ease, 


the opinion that H. R. 6915 should be enacted, and it accordingly 
recommends that the bill do pass 
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JUNKO ARIMA AND YURE ARIALA 


\Mliss Thompson of Michigan, from the Committee on the Judt 


ll 


submitted the following 


REPORT 


The Committee on the Judiciary to whom was referred the 


(H. R. 6942) for the relief of Junko Arima and Yuri Arima. hav 


. 


CO} sidered the Sume,. report favorably ttre T Vit ult menadme 
| I} i il i 


and recommend that the bill do pa 
PURPOSE Ol PHI BILI 


The purpose of this bill is to facilitate the admission into thi 
States of two minor Japanese { hildren of a citizen of the United St 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter from Rep 


resentative Byron G. Rogers, the author of this bill, which read 
follows: 


( R | ~ 
| 
Re H. R. 6942 for the relief of \ ] 4 
Hon | 1 oat } 
( , (0 i ( } / 
Ilo / [ I } ( 
Dear CHAIRA ( () i 2 ) 
Juar | 1 \ \ ! 
\ = \r ais a \ i ( 2 
married | Yos \ i Ia i 
\ 1) 1942 and ItH5 Ir 
the Japa Arn 1945 
\l, \1 } | 
tty Anne CA \ i i 
to returt |) ( 


JUNKO ARIMA AND YUI ARIM 


} 


oP JUNKO ARIMA AND YURI ARIMA 


children with her Her parents are property owners in Denver, and have assured 
residence and support for the children 

Affidavits of the good character of Mrs. Arima from Army personnel. and a 
letter from the American vice consul, are hereto attached 

I would appreciate it very much if H. R. 6942 could receive early consideration 


ours very truly, 


» > } 
In addition, Representative Rogers submitted tl 


ana afliday Sin support ol his bill 


Headquart Camp Kyoto, APO 9 


Mapam: This will refer to vour letter of April 8, 1952, regarding certain infor 
mation Which vou state is required by vour congressman in connection with a 
private bill to permit the admission to the United States of vour two alien ehildre 


\s was explained to vou when vou applied for registration as ar Americal 
citizen, because of the faet that vou did not have the minimum periods of residences 
Im the { nited States required to transmit American eit enship to vour ehildaren 
at the time of their birth, they would have to be considered as Japanese Under 
present Unmigration laws, racial Japanese are ineligible for admission to the 


United States for permanent residences 





Family registers in Japan constitute birth certificates In forwarding copies of 
these to your congressman you should accompany them with English translation 
Regarding character references, I wo gygest that vou obtain these from 


American citizens who have known vou socially or through vour emplovment 


AFFIDAVIT! 


1. Howard W. Brimmer. Army serial No. 012221, Colonel, Station Complement 


m 
Camp Kyoto, S0LIth AU, APO 9, after having the thirty-first article read and 
explained to me bv Maj. ¢ M. Buford, who identified himsclf as adjutant 
Camp Kvoto, APO 9, make the following statement of my own free will, without 
he use of coercio unlawful influens inlawful luceme or promise of re 


AVE rima | Oe! ern personal oO rva noadul © | 2 veal 
of her emplovme this headquarters At all times she has condueted hers 
cially and professionally in a manner to br redit up rself and. the 
United States SI has b empioved at thi eadquarters for a total period of 
! vears during ich time she has ld a position involvi rreat financial and 
property resonsipilits Ir his responsible po ion she |} as conduet d herself in 
1 CO ) 1 engag manner; she 1 hed, tacthil, seit-retlant ut 
ene i ind obtair xcellent results 
HowarRp W. Brim | 
( ) | / 
Subseribed and sworn to before n is 135 lay of Mav 1952 
( M. Burorp 
Va 1G¢ 
\ ant, 8011th Al 1PO9 
AFFIDAVI 
May 9, 1952 
I, Ralph E. Smit} Army serial number 0205489, Captain, Post Chaplain, 
Camp Kvot APO 9, after having the thir first article read and explained to 
me bv Car Robert W. Meltz. who identified bimself as legel officer, Camp 
Kvoto, APO 9, make the following statement of my own free rout the 
of coercion, unlawf influence, unlawful inducemye or promise of! ira 
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Thave known Mrs. Teruko Arima for a per 
recommend her as a person of high moral chara 

Mrs. Arima has faithfully attended 1 ry sat the rand 
las alWavs expressed interest in every christian ¢ lea 


She is the mother of two fine childrer olan ) 1A 





/ ‘ } j ! 
as is | 
t i i i t 
\ re ‘ i 
ra i ara 
r oh P { } , 
pe Amer a 
j ; | cr, 
Stat, racn? . 
R SOMEI CWO TSA 
1952 at Sa \ ) Te 
[SEAL] Mary L. R 
\ P / ( / 
My commission expires June 1, 1953. 
ee 
AFFIDAVIT 
\1T i," 
\] ) 152 


1, Teruko Fukavama Arima, DA¢ after having the fifth amendment to the 











Constitution read and explained to me by Capt. Robert W. Melt } ‘ 
himself as le flicer, Camp Kyoto, APO 9, make the follow itement of 
own free will, without the ise of cCoerclo niawt! fluienes 4 

hit tor promise of reward 

1, Teruko Fukavama Ar ow or at 2516 TI Ave sea Wa 
United States of America, on November {) 19 \ ! i i 
the Broadway High Sehool, | came to Jay J sf) 
continu mv edueatior However, | { ( can is | 
became wid was hospitalized I spent 3 mith SD 
to mv home Japa for re and recupera \ Ly ‘ { | 
married Dr. Yoshio Arima, a Japanesc itlo i | ( er is 
1030 He was a graduate of Osaka Imps gra 
! rriavge Was a doctor at @ hospita Vara I ‘ 

\lv first « | ae hay Ser) y bye La40a i \ Ca 
ecousulate In Osaka, but died it 14 \h\ ‘ ( re } } ‘ 
Yurt Jovy vere bon n Near { 1942 ) 2 13 | 
\pr 1944 vt Wa ticle \ i | 
thre mmer of LU46 1 rec yor I t ind - 
that vear | was notified that he wa Let lay Ss 
pines. 

With the lo of mi isband and home | \ 
States In Februar 1047 I was cleared | \ I 
ut anv time, but because of ik Of pre i sta 
prior to the birth of my chil I can \ i 
Also the present immigration pre es 1 ( s 

| have been emploved si ruar O47 { é Sta \ i 
Department of the army civilia Lpacit \ ‘ ( 
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revision and may result in my discharge. This will necessitate my return to the 
United States and I do not wish to go without mv children. I have no relatives 


in Japan capable of assuming adequate responsibility for my children 


My parents, Mr. and Mrs. Shosaku Fukayama reside at 2235 High Street, 
De 


nver 5, Colo. They are very desirous of my early return to the States. They 


have resided in the States for over 30 years and own their present home. They 
have guaranteed my children and myself residence with them should my children 


be 


allowed to enter the United States. 


Although I will be unemployed after my termination with the Army I am 


certain I will be able to find employment in the United States to adequately 
continue the support of my two children. They will not under any circumstances 


bec 


‘ome public charges of the United States or the State of Colorado. My two 


brothers-in-law are also willing to assume responsibility for the support of my 
children. 


Subscribed and sworn to before me this 9th day of May, 1952. 


TeRUKO FUKAYAMA ARIMA 
Ropert W. ME vTz, 
('apalt nM, Infant Be 
Leqa O fhice SOL1th Al 1P0 9 


May 31, 1952 


Personally appeared before me the undersigned, who, being duly sworn, deposes 


ahi 


1 says 


Iam Martin D. McAllister, colonel, Infantry, United States Army; I entered 


military service on August 31, 1917, as a second lieutenant of Infantry, and have 


bee 


‘n continuously On active duty in the military service since that date; I have 


held the grade of colonel, Infantry, continuously since March 31, 1942, a period of 


10 


my 


vears and 2 months. The foregoing information is given in order to establish 
identity and to provide background for the additional information given below 


In January 1949 I was transferred from duty in Canton, China—with the 
joint United States military advisory group to the Republic of China—to duty in 
Japan. I arrived at my duty station in Kyoto, Japan, on or about February 5, 
1949, where I was assigned to duty as inspector general, | Corps. I remained on 


suc 


h duty throughout my assignment to I Corps, which was deactivated on 


March 31, 1950 
I was then transferred to duty with the Twenty-fifth Infantry Division, Osaka, 


Jay 


an; my wife and I continued to oecupy our original quarters in Kyoto, and | 


commuted to Osaka. In mid-Julv 1950 I was transferred to Pusan, Korea, and 
twice was medically evacuated to Japan, finally being medically evacuated to the 


Ur 


ADO 


mat 


Iw 








ited States on January 19, 1951. 


I have known Mrs. Teruko Arima, Department of the Army civilian, since on or 


it February 5, 1949. 

‘hroughout my tour of duty as inspector general, | Corps, as referred to above, 
ad frequent oceasion to consult with Mrs. Arima with respect to official 
} he remainder of the time that 


as stationed in Japan and Korea, my wife and I on frequent occesions turned 


tters rhroughout that same tour, as well as t 


informally to Mrs. Arima for her assistance in matters where we were trving to 


ass 


ist native Japanese friends of ours. 


Because of mv official and unofficial contacts with Mrs. Arima, and because 


my personal observation of the high regard in which she was held by other 
icers and civilian employees with whom I was associated, | hold her in very 


high regard. 
It is mv candid opinion and personal conviction that Mrs. Arima is a person 


of 


her 


high moral standards and sound ju 
} 


lyment; that she is mature and stable in 


loughts and actions; that she is a completely trustworthy individual; and 


that she is fully deserving of svmpathetic consideration and assistance 


for 
Mr 
of 


Subseribed and sworn to before me this the 31st dav of Mav, A. D. 1952 


‘s. Arima to use in any other case in which 


Chis affidavit is prepared primarily to assist Mrs. Arima in obtaining permission 


her children to reside permanently in the United States; in addition, it is for 


he statements made herein will be 


assistance to her 


Martin D. McA.uctstTer, 


Colonel, Infantry, United States Army. 


SEAL} TRUMAN Warpb, 
Votary Pub . Washington 2. £ 


\lv commission expires January 14, 1956. 
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STATE OF WASHINGTON, 
County of King, ss 


kimerv FE, Andrews, being duly sworn on oat leposes a 
| reside at 307 Fifteenth Avenue, Seatt e. Was and Ave beet 
The Japa ese Baptist Church of Seattle since September 19029 
I have known Mrs. Yoshio Arima, nee Teruko Fukuvama. since Ser . 9 
‘Teruko was born in Seattle, November 30, 1919. When old et 
muir Baptist Church daily kindergarten and Sunday hoo Per 
mV mnie into full membe rs p of the Japan ( RBapt A rot \pr ‘ 2 ~ 
took a very active part in our church prograr taught in the > 1a 
and took a leading part in our girls’ club She was a ve 
grains, a member of our champions} Pp DasKetba team for sever 
eader in our girls’ summer camps Peruko tracter ube reproa 
Teruko graduated from Central Grade School and from Broadway HH s 
Seattle, in June 1936 as a musie major ving follo ia ur 
course She was an honor-roll student throughout rr high ol life | 
has bee trained and educated in our { | 
believe is absolutely loval to this country of tt | f tl { 
would classifv her as dangerous to this count that w {1 brand ra 
ki 
On a visit to Japan in 1936, Teruko was hospitalized rough no fault of he 
own and her return to America was delaved She later married her phy 
Dr. Yoshio Arima, in 1939. Then came the war 
in view of the fact that Teruko’s husband wa led in the ar, ha be 
inducted as a doctor and sent to the front just a few days after induction, and 


view of the fact that her home was destroved by American air raids, and since her 
training and education | 

that her immediate family, aging parents and r sisters, reside in America, and 
that Japan is not the place for her and her children, I ur 
request that she 


as been entirely in our democratic America, and rea 


and her children be allowed to return to Ar 
believe that their return to America would be consistent with the welfar 
countrys and Its ce mocratic principles and that in! WAV Would thev endanver 


rity, or hinder national p 





society or national sec 


EmerY E. ANDREW 
Subseribed and sworn to before me this 13th da f May 1952. 
Vota Public n and for the State i} hingtor ‘ lina Ne 


Upon consideration of all the facts in this cass . the committee is of 
the opinion that H. R. 6942 should be enacted and accordingly recom- 
mends that the bill do pass. 


O 
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GERALD A. AND LYNN W. ROEHM 


JUNE 23, 1952.—Committed to the Committee of the Whole He 


ise and ordered 
to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted the 


following 


REPORT 


{To accompany H. R 


6078 
The Committee 


m the Judiciary, to whom-was referred the bill 
(11. R. 6978) for the relief of Gerald A. and Lynn W. Roehm, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass 


PURPOSE OF THE BILI 


The purpose of 


this bill is to facilitate the admission into the 
United States of the minor ad ypted children of Capt. and Mrs. John F 
Roehm, citizens of the United States 


GENERAL INFORMATION 
The pertinent facts in this case are contained in the following 
documents which were submitted to the committee by Rep 
Mitchell, the author of this bill 


resentative 


Ar 

Following is persona ba eTOU 1 data or 1} | Roe , Dor c > 
Gerald Anthony Roehm, a d Lym \ ial R ( ? 
John F. Roehm 

Born Decembe r 16 192] ua mea . Was! Pare! \I i i M W WW 
Roehm of 4515 Thirtv-first Avenue West. Sea \\ 

Attended Lawton Grade Schox Seattle () \ 1] ~ 
of Washington Graduated 1948, 

NMIembe Troop 5 Bo ~/ re 1932 i.) 
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Civilian employment: Lewis W. Roehm, C. P. A., Seattle; Seattle Star, news- 
paper; United Pareel Service, 85 University Street, Seattle. 

Married Doris Gladys Hankin, September 17, 1946. 

Profession: Accountant. 

Sisters: Mrs. Harold Thorson, 1137 West Fifth-eighth Street, Seattle: Mrs. 
Walter Jacobs, 337 Eighteenth North, Seattle. 

Brother: Mr. Robert W. Roehm, Veneta, Oreg. 


Doris G. Roe } m, nee Doris Gladys Hankin 


Born July 3, 1925, Glen Devie, Tasmania, Australia 

Parents: Mr. and Mrs. Roy F. Hankin, 27 Myrtle Street, Stanmore, Australia. 

Grade, high-school equivalent, and business college in Tasmania and New 
South Wales, Australia. 

Religious preference: Protestant. 

Civilian employment in United States: Helsell, Paull & Fetterman, attorneys, 
Seattle, Wash., legal secretary. 

Jean S. Perkins, attorney, Denver, Colo 

Naturalized United States citizen, November 17, 1950. Certificate No. 
6057525. 

Married John F. Roehm, September 17, 1946 

Profession: legal secretary 

Sisters: Miss Sheila E. Hankin, 27 Myrtle Street, Stanmore, Australia; Mrs. 
Reg Dodman, 3 Willock Avenue, Miranda, Australia 
Lynn W. Roehm, Gerald A. Roehm, twins. 

Born May 10, 1951, at Marburg/Lahn, Germany. 

Taken in our home October 26, 1951, at the age of 5% months. Adoption 
approved by United States authorities in January 1952 and by German authority 
in March 1952. 

In addition to children’s physical condition indicated on initial examination 
contained in enclosure No, 2, periodical medical check-ups have indicated excellent 
development and growth 

The undersigned swear that the above statements are true and correct to the 
best of their knowledge. 





Joun F. Roreum, 
Doris G. Rorenm. 


Sworn to and subscribed before me this 2d day of April 1952. 
Bruce M. Parks, 
Major, USAF, Assistant Staff Judge Advocate. 


Aviation Mepican Diviston, 
Unirep Srates Arr Force Hospirat, 
WIESBADEN Muitrrary Post, 495TH Mepicat Group, 
APO 633, USAF, November 29, 1951. 

To Whom It May Concern: 

This is to certify that on November 23, 1951, I examined for purpose of adopting 
the children, on which the following informations were supplied: 

1. Child’s original name: Manz, Wolfgang. Child’s date of birth: May 10, 1951. 
Child’s place of birth: Marburg/Lahn, Germany. 

2. Child’s original name: Manz, Klaus-Dieter. Child’s date of birth: May 10, 
1951. Child’s place of birth: Marburg/Lahn, Germany. 

To be adopted by : 

Mother’s name: Roehm, Doris G.; father’s name: Roehm, Capt. John F. 

Examination showed children whose apparent ages and physical features were 
consistent with the above information. The children appeared to be healthy 
and free of physical defects, and to be developing normally. 

X-ray of chest and long bones and blood tests for venereal diseases were normal, 

From a medical standpoint, the children appeared suitable for adoption. 

Josperu C, CuLLina, 
Captain, USAF, MC. 
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Mr. Roehm gives his conjugal consent to the declarations of his wife, 

The act has been read, approved, and signed by those appeared as follows 
Joun F. Rorenm. 
Doris G. RoEHM, NEE HANKIN. 
ANNI Miu_er, 

[SEAL] SENSSFELDER, Notary 


Herewith, ' certify that the above translation is a literal and correct translation 
of the German original contract of adoption. 
Bad Homburg, November 21, 1951. 


[SEAL] SENSSFELDER 
Notary. 


{Translation from German ‘Certified true copy’’) 


CONSENT TO CHILD ADOPTION 


Document file No: 601/1951 
3ap HombBeure, October 26, 1951 

Before the undersigned notary, Valentin Senssfelder, of Bad Homburg, ap 
peared this day, Miss Lina Manss, Bad Homburg, v. d. H., 13 Burggasse, waitress 
of profession. 

Miss Manss was introduced by the Bad Homburg Municipal Youth Welfare 
Office official, Miss Anneliese Bromme, also present in person. 

Miss Manss declared: 

1 am the mother of the twins, Klaus-Dieter and Wolfgang Manss, born on May 
10, 1951, in Marburg, now in Bad Homburg in the Municipal Small Infants’ 
Home. 

I consent to my children being adopted by a third party 

The declaration is given before the Municipal Youth Welfare Office as official 
guardian, before the court. of law, and before the future adoptive parents. 

The above report was read to Miss Manss, acknowledged by her and signed as 
follows: 


Signed Lina MawNss 
Signed SENSSFELDER, 


Notary 
Herewith | certify that the above is a true, verbatim copy of the original 
Signed SENSSFELDER, 
Votar / 
ROUND STAMP] 
VALENTIN SENSSFELDER, 
Notary in Bad Homburaq 
Certified true translatio: 
Nancy Brieirre MarerNn 
USAFE, Office of the Air Judge Advocat: 





AviATION Mepicant Division, 
Unitrep States Ark Force Hosprrat 
WIESBADEN Mruirary Posi 
FortTY-NINTH MepicaL Group, 
APO 633. USAF. November 29. 1951 


CERTIFICAT! 


This is to certify that the following-named persons were found this date to be 
physically qualified for the purpose of adopting a child: 

1. Mrs. Doris G. Roehm 

2. Capt. John F. Roem 

Chest X-rays and serological tests for venereal disease were normal. 


ALBERT Ek. Bair 
Captain, USAF (MC 





GERALD A. AND LYNN W. ROEHM F 


APO 633, Unirep Srares Arr For 
Dece? hy¢ 195] 
Subject: Recommendation concerning Capt. John F. Roehm, prospective adopter 
To: Military Post Adoption Board, Wiesbaden Military Post, APO 633, United 
States Air Force 


|. Reference paragraph 8a (7) EUCOM Circular 25 dated October 9, 1951 


undersigned has been professionally and socially associated with Captain Roeh: 
for the past 11 months. Subject is an excellent officer and enjoys the respect of 
superiors and subordinates alike. Visits with Captain Roehm and his wif 
their home indicated an atmosphere of harmony and dignity The deep aff 
tion of this officer and his wife for the two infant children, whose adopti being 
solicited, is undeniable 

2. Captain Roehm is considered highly suitable as an adopt 


<cnmndiiasiaiamas 
AMERICAN CONSULATE GENERAI 
Frankfort on the Main. Germany. Novembe { 1951 


To Whom /t Vay C'oncern 


This is to certify that from preliminary examination it would appear that 
Gerald Anthony and Lynn Willian Roehm (Wolfgang and Klaus Dieter Manas 
both born May 10, 1951, in Marburg on the Lahn, Germany, qualify under the 
provisions of the immigration laws of the United States for immigration to th 
United States. 

It should be distinctly understood that Gerald and | ! 
receive consideration for special nonquota immigration visas to the United St 


{ 


under section 2 (f) of the Displaced Persons Act of 1948, as amended, inas ch as 
one of the provisions of that act stipulates that the ry 1 ir I st ha 

been residents of one of several countries, including Germany r June 30, 1950 
and Gerald and Lynn were not born until May 10, 1951 lherefore V are 
unfortunately, not entitled to any preference or priority unde rrent 1mmigra- 


tion laws and regulations. Should they be registers 


a end immigrants on 
the quota waiting list, they would encounter an indefinite waiting period before 
their turn might be reached on the quota waiting li ( the presently over- 


subseribed condition of the German quota 


Upon consideration of all the facts in this case, the committe 
the opinion that H. R. 6978 should be enacted and it accordingly 
recommends that the bill do pass. 


~ 
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GEVORK ZOHRAB BANDARIAN 


JUNE 23. 1952. Committed to the Committee of t} Whole H 


Mr. Watrer, from the Committee on the Judiciary, submitted the 


follow Lrigr 


REPORT 
(To accompany H. R. 6983 


The Committee on the Judiciary. to whom was referred the bill 


H. R. 6983) for the relief of Gevork Zohrab Bandarian, having con 


sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BI] 


The purpose of this bill is to grant the status of permanent res 
dence in the United States to Gevork Zohrab Bandarian. The bill 
also provides for the payment of the required visa fee and head tax 


and for an appropriate quota deduction 


GENERAL INFORMATION 


Mr. Wilson of Texas, the author of this bill appeared before a 


subcommittee of the Committee on the Judiciary and recommended 
the enactment of his measure, testifving as follows 


} Gevork Zoharb Bandarian through his own efforts wa 

in the Air Force for 4 vears and served fro N ber 1, 1950, to J i ; 
1952, at which time he was holding the rar of pr te ret ass< : 
charved for fraudulent enlistment, | have made ever effort to secure a 4 
pertaining te his record and have contacted tl | ratwe ] epart f t. Fe 
Bureau of Investigation, and the Department of the Air Force Or) 

illegal entry, the departments of the Gov 

man end I am enclosing the reports receive . ence 

cbaracter, mental alertness, Christian fait! ere attituee, end abilit I f 
enclose a number of communications 

orgenizatiol , and acqui ntances \mong t té 

statements by FPandarion: one giving the det: f 1 fe ar 


addressed to me under date of April 22, 1952 
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Wilson’s statement read, in part, 


Orrir OF THE Dir POR 
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dur identification records reflect t laria as arrested 
Uni i States In igzration al at Dalla 1 ( 
‘ er 3, 1951, for deportatio oO infor ut as to 
fina ositi of this atter evork Bunderivar 
irrested b he sheriff’s office 5, 1952, at whicl 
‘ vas charged with illegal ¢ I Chere oO disposition available for this 
gerprint records refle that B der i wid Bandaria ire one and 
ime perso! 
) I rd eri data that this individual under the ume of George 
irv Sandarian enlisted in the Air Force November 1, 1950 \t . me fe 
ec I we Of Drth a \ I i Ve ) Wi- 
yur files reflect no rther formation regardiig t 1 lual iw uve 
rd that this par vas ever investigated by the FBI 
i i i pleasure t be of service to ( 
\ 1 expre ) ott oli ester wid best regard 
~ ere ours 
J. EoGar Hoover 
Univ STA Dus MENT OF J T 
lmmiaq na? Vat utz ons 
| } yton, D. ¢ J } j 
td Wi yn 
I] }? 
Washington, D. ¢ 
yy \ Wi »N | vill confirm eclephone conversat if be lary 
1952 VEC \lr. Be ler, of vour of ind a rep iive of ™ ce 
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1e! r Gieor Z. Sandariat r CGieorge Zac i Sandaria 
ray i \Ir. Bandar { \ tha rie 1 native i 1 eit ) 
{ United Sta 1) 25, 1949, at por 
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Wicatra Fauss Senior Hicu Scuoor, 
Wichita Falls, Tex., November 16, 1951. 

To Whom It May Concern 

George Sandarian was a student in Wichita Falls Senior High School during 
the school vear of 1950-51 During that time he conducted himself in a manner 
beyond reproach 

George is a good citizen, a good student, and is liked and respected by students 
and teache rs 


sincerely Vours, 


O. T. FREEMAN, Principal. 


FLorRAL Heicuts Mrrxopist CHuurcH 
Wichita Fa is r Vow moher 1S. [195] 
To Who it Vay Conce 


George Sandarian has been very active among the voung people at Floral 
Heights Methodist Church. His interest and participation in the young people’s 
activities during the period of time he has been attending our church have shown 
his leadership abilitv. He seems to be a very fine, capable voung man Sub 
mitting these recommendations to vou, | am 


Sit ce rely 


Kart R. HoGcarp. 


Wicuita Faris, Tex., 
November 16, 1951. 
To Whom It May Concern 

George Sandarian entered Wichita Falls Senior High School, Wichita Falls, 
Tex., at the beginning of the seecnd semester of the 1950-51 schoel vear. At 
that time he was assigned to the home-room group under my supervision. Since 
le was older then the other members, he was cf creat service to me in influencing 
the other boys in the weys of “cod citizens’ ip. 

The strong desire to learn motivated every interest that George had in school 
activities and it wen for him the full cooperation and respect of the faculty and 
student body I unreservedly recommend George Sandarian as a person loyal 
to our country and its interests. 

Very truly yours 
PAULINE P. SMITH, 
Assistant Librarian, Wichita Falls Senior High School. 


Upon consideration of all the facts in this case, the committee 
recommend that the bill, H. R. 6983, do pass. 


/ 
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MIYAKO TODA 


enter the United States, the child is otherwise admissible into the United States; 
that he will guarantee, and he does guarantee that she will not become a public 
charge. 

That the oldest child wishes to remain in Japan; that Miyako wishes to be 
with her mother; that the address of the child is Nagoe—2156 Omachi, Kamakura, 
Honshu, Japan. 


Further affiant sayeth not. 
In witness whereof affiant has hereunto set his hand and seal this 5th day of 
February 1952. 
KENNETH J. HENDERSHOT 
Duly subscribed and sworn to before me by the said Kenneth J. Hendershot 
the date above written. 
RospertT M. THORNILEY, 
First Lieutenant, J. A. G. C. 
(A commissioned officer of the United States Army and duly authorized 


to perform notarial acts under the provisions of article 136 (a) Uniform 
Code of Military Justice). 


CHAPLAIN’S STATEMENT 


YOKOHAMA, CHAPEL CENLER 
STATION COMPLEMENT, CAMP YOKOHAMA, 
8064TH ARMY UNIT, 
APO 503, February 8, 1952. 

I have talked with Corp. Kenneth Hendershot and Mrs. Hiroko Toda Hender- 
shot on the subject of entry into America of her child by a previous marriage 
I am advised that Mrs. Hendershot is married to an American citizen and has 
thereby acquired the possibility of entry into America herself. I believe she 
should not be separated from her child. 

1 am also advised that Mrs. Hiroko Toda Hendershot has two children by 
her previous marriage (her former husband died some years ago), but only the 
younger child desires to go with the mother. Also since Corporal Hendershot 
has stated his interest in securing entry for this child, it seems to me that this 
could well be an aid to the success of their marriage in America. 

I believe this couple should be permitted to bring thild to America so that it 
may be given an opportunity to enjoy a normal home life, 

Rautpn H. Pucu 
Chaplain, Lieutenant Colonel, USA 


HEADQUARTERS DETACHMENT Moror Group, 
Camp Yokohama, APO 508. Fe hr 4ary ee 195 f 
Subject: Adoption of Japanese National. 
To: Whom It May Coneern. 

In reference to the proposed adoption of Miyako Toda by Corp. Kenneth J. 
Hendershot, a member of this unit. I wish to state that he is married and that 
his wife is named Hiroko Toda Hendershot and that the child is the daughter of 
his wife and her husband of a previous marriage. 

That he intends to take his wife and her daughter Miyako to the United States 
and that they greatly desire to go to the United States with him. 

I believe that this couple should be permitted to bring this child to America 
so that it may be given an opportunity to enjoy a normal home life, and that 
permitting them to bring the child to America would help the mother become 
better and more quickly adjusted to life in the United States. 

Lester C. BENNETT, 
First Lieutenant, Armor, Commanding 


Upon consideration of all the facts in this case, and in view of the 


fact that similar legislation has been enacted on numerous occasions, 
the committee recommends that H. R. 7054 do pass. 


Vom 
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CAROL R. GRAY 


JuNE 23, 1952.—-Committed to the Committee of t} Whole House and ordered 


to b pri 


Miss THomeson of Michigan, from the Committee on the Judiciary 
submitted the following 


REPORT 


[To aceompa HH R 7477) 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7477) for the relief of Carol R. Gray, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILI 


The purpose of this bill is to facilitate the admission Into the 


United States of the minor half Japane se child in the custody of a 


ia 


United States citizen serviceman and his wife 


GENERAL INFORMATION 


Mr. Devereux, the author of this bil] submitted he fOomlowimMe 


letter and documents which contain the pertinent facts in this case 
Co ) I LN > S 
Ho ( ReEPR i 
4 Be ¢ | 5 } 
Re H. R. 7477, for the relief of Carol R. Gra 
Hon. Francis E. Water 
Chairman, Immigration Subcommittee, Jud i Comn 
House of Representative Was/ ylor ry 
Dear Mr. Water: This case concerns the unwanted child born out of wedloel 
on April 1, 1950, to an Ameriean soldier and a Japanese gi The infant female 
child was placed in the care of the Elizabeth Sa jers Home fot abandoned 
offsprings of United States servicemen, located in Oiso, machi, Kanagawa-Ker 
Japan, Mrs. R. Sawada, executive director 
Set. Handy Gray, Regular Army, and Mz Girav were stationed in Japan 
They are childless and requested the privilege of adopting the baby, which was 


delivered into their custody for adoptiot n Mav 14, 1951 With ! f il restric 


2 CAROL R. GRAY 


tions. They christened her Carol Rene Gray and have given her all the love and 
care of real parents. 

When Sergeant Gray was ordered to return to the United States, arrangements 
were made to leave the baby in the care of a nurse, Miss Kiyomi Murai, No. 731, 
Nakayama, Nibu Maru, Okowa Gun, Kanagawa Ken, Japan, until such time as 
the child could be brought to the United States by Miss Murai. 

Adoption proceedings have been instituted in the State of Maryland, pending 
the final entry of the child into the United States. Sergeant and Mrs. Gray 
appear to be persons of good character and intelligence and are the type of citizens 
who would do their utmost to help rear this child in the American tradition 
They feel, furthermore, that the adoption of the ehild helps in part to remedy an 
unfortunate result of the American oceupation of Japan, which is proving to be 
an additional burden on the Japanese economy. 

Hoping that this bill will meet with committee approval, and thanking you for 
your kind attention to the problem, I am, 

Sincerely vours, 
J. P. S. Deverevx, M, C 


BALTIMORE, Mb., April 23, 1952. 
Hon. J. P. DEVEREUX 
House of Re presentatives, Washington, Bae. 


Dear Sir: Iam writing you with the utmost sincerity and respect, concerning 
the adoption of the child Carol R. Gray, which I hope will be ours legally—with 
vour help. Please be advised that once the child is in America we will complete 
adoption 

We,received the child from the Elizabeth Saunders Home in Oiso, Japan, on 
May 14, 1951. She was bern cf a Japanese ¢irl and an American Ne oro soldier 
The child was in my care until Mareh 12, 1952.) Unfertunate we return to the 
United States without her. She is now being eared for by Miss Kivomi Murai, 
No. 731 Nakayama Nibu Mura Okawa Gun, Kanagawa Ken, Japan, who is 
employed by me. I would sincerely appreciate your help in getting her to the 


States before August, due to living conditions cf the Japanese on 
We Icst our enly ebild in 1945, preceding an cperaticn at Petersburg Hospital 
in Petersburg, Va., which prevented me from having any mere. We are both 


very interested in children and feel that Our home isn’t complete without one. 
My husband and I love Carel and will do everything in our power to give her 
love, care, security, and education. My husband is a serveant first class in the 
Recular Army and has 10 vears of service. I will gladly furnish any other infor 
mation or reference necessary. 
Sincerely yours, 
Mrs. Fannie EF. Gray. 
Hanpy Gray. 


Sworn to and subscribed before me this 24th day of April 1952. 


[SEAL] Faye A. FRAZIER, 
Notary Public, District of Columbia. 





ELIZABETH SAUNDERS Home, 


Oiso, Kanagawa Prefecture, Japan. 
To Whom It May Concern: 


Taking this opportunity, I will first of all introduce myself. I am Mrs. Renzo 
Sawada, founder and executive director of the Elizabeth Saunders Home in Oiso, 
Japan This home is for unwanted and abandoned children who are the offspring 
of members of the United States occupation forees and women of Japanese origin 

\ few months ago, Sgt. and Mrs. Handy Gray decided to adopt one of 106 un- 
fortunate children, a female infant Carole Rene, unwanted and abandoned by its 
parents, and with the number of these unfortunate children iIncrea ing in vyreat 
numbers, I consider Carol as one of the most fortunate children in the group to be 
adopted by the kind and generous Sergeant and Mrs. Gray 

However, due to the fact that Sergeant and Mrs. Gravy are ordered to be trans 
ferred to the United States, procedures and clearance of adoption papers cannot 
be completed unless he i tationed herve in Japan possibly requiring about 6 
months’ extension, in which time, I am quite sure, that cleacsance of Carol Rene’s 
adoption will be completed. 





Yherefore, for the cause of humanity and the future Veilare of Cart | 
humbly beg of vou for vour sincere consideration in whateve 1¢a 1 
the anxious adoptive future parents of Carol, Sgt. and Mrs. Handy Gra Yo 
special consideration on this matter will be greatly appreciated 

Yours sincerely, 


()) SO, Kanaga . P sakes sil ? Fi . Vi 
Re acquiring United States citizenship for adopted child of Sgt. and M Har 


Cray, | nited State Army, now statiolr ed Ja 4 Du a llega ( lerit if 
Company A KQMD, APO 317. 
To Whom It May Concern 


1. The Elizabeth Saunders Home at Oiso, Japat a home for unwanted a 





abandoned children whoa e the off pring of Tri¢ he f the tl nited State CCUpPAa 
tion force and women of Japane e origil It ree riize la ¥ 1) Tlie Japanese 
Government and has received financial aid from various branche of the United 
States occupation forees as well as substantial con bution from form Lnited 
States Ambassader Joseph Grew 

2.1, Me Renzo Sawada, founder and executive director of e | 4 
Saunders Home in QOjso, Japan, attest to the fact that Miav 14, 1951. a fema 
i! fant cl ild, now cl rinstene ad Carol | cit ( ! a i ( 
to Set. and Mes. Handy Gray for 

3. This child, born April 4, 195 at girl and an At in Gi ma 
of United States citizenship was | er father and unite 
by the mother 

} since t! Is cl ild has been ¢ ETD p DLE Lel\ ( hed | the pare t a 
registered in the name of its mother’s family o ul a i 
of the Japanese Government as required by eC lay | tly ra 
ernment, no claims can be made upon it DV aly naivid 
vyovernument. 

5. When the child was adopt d bv Set i i MN Ila ( i 1 ( 
only to give her love, care, security, and lucation, but a ) a LOT t trie 
same citizenship of her newly adopted parents, with my a ance that <u , 
tion involved no further legal restrictions or qualificat 

6. Therefore, I certify that the said child is now i he possesslo fs and 
Mrs. Handy Grav as a legally adopted echiid without v1 rvatior 

Mi SAV I 
A Pi » Sa 





Witnessed by: 
Captain, Infantry, Company A, KOMD, sor [ 


Major, Armor, Headquart Spee T'roo Camp Kh 


Company A, Kope QUARTERMASTER DEPOI 
Kicgur THOUSAND AND SIXTY VENTH Army | 


Subject: Responsibility of individual 
To Whom It Concerns: 


1. |, the undersigned have this date interviewed > Handy Gra RA344187776 
a member of this organization, in regard to and Mrs. Grav adopting a bat 

2? Sergeant Grav has been a member ot this unit rye t= activation and 
wife has been in this theater for a period of appr a 2 
time both Sergeant and Mrs. Gra have or 1 t tie \ wid thew ore 
life in such a manner as to warrant approval ¢ } rome est to adopt 


They both are, from all indications neere!\ terested a a te ( 








4 CAROL R. GRAY 


which a child would become a natural part. From all apparent evidence and 

information available, it is the belief of the undersigned that Sergeant and Mrs. 

Gray would make excellent parents in the event they should adopt a baby. 
Orvis A. Apamson, Captain, Infantry, Commanding. 


HEADQUARTERS, KOBE Base, 
OFFICE OF THE CHAPLAIN, 
APO 317, May 9, 1951. 
STATEMENT 


I have interviewed recently Mrs. Handy Gray, wife of Sgt. Handy Gray, 
RA34487720, Company A, KQMD, APO 317, in regard to the adoption of the 
baby. I have found both Sergeant and Mrs. Gray very interested and sincere 
in making a home. Sergeant Gray has been in Company A for 5 vears, and Mrs. 
Gray has been in Japan for 2 years. 

The salary of Sergeant Gray is sufficient to maintain a home in excellent condi- 
tion. I have been assigned to Kobe Base Headquarters since December 1950, 
and I have heard no criticism of the home life or circumstances of the Grays. 

As a chaplain | would sincerely recommend Sergeant and Mrs. Gray to be 
suitable parents to maintain a home of love and care for the baby. 

Tuomas V. SIGLer, 
Chaplain (Major), United States Army, 
Base Chaplain. 
Kose, JAPAN, January 3, 1952. 
Mr. WaLTeR Jupp, 
Congress of the United States, 
House of Representatives, Washington, D.C 


Dear CONGRESSMAN: I am writing vou in regard to the child I have adopted 
here in Japan according to their law. 

My husband, Sgt. (le) Handy Gray, and I had the child christened Carol Rene 
Gray. She was delivered into our care on May 14, 1951. We received the child 
from Mrs. Renzo Sawada, founder and executive director of the Elizabeth Saun- 
ders Home for abandoned and unwanted ehildren in Oiso, Japan 

Carol Rene was born April 4, 1950, of a Japanese girl and an American soldier 

My husband and I are scheduled to leave the Far East Command the Ist of 
February 1952. If we could get a letter stating that you will introduce the bill, 
we can extend our tour of duty until we receive the proper papers to admit our 
little girl into the States. If you would do the same for our little Carol Rene, 
as you did for litthke George Lueas Tillman, we will sincerely appreciate your 
full cooperation 

Mrs. Sawada will send the release pay 
May we hear from you soon, regarding 

Sincerely yours, 


vers from the Elizabeth Saunders Home, 
this matter? 


Mrs. FANNIE EF. Gray 


Upon consideration of all the facts in this case, and in view of the 
fact that similar legislation has been enacted on numerous occasions, 
the committee recommend that the bill H. R. 7477 do pass. 


O 
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ANNA BOSCO LOMONACO 


and I hope that the subcommittee may act favorably for I believe it to be a just 


case. 
I also enclose a copy of a letter which I received from the American consul 
Fe general in Palermo, Italy, giving the status of the child with the consulate. 
Fi Sincerely yours, 
P THureston B. Morron 





AMERICAN CONSULATE GENERAL, 
Palerme, Italy, February 18, 1952 
Hon. Turuston B. Morton, 
House of Re prese ntatives, Washington, > 

My Drar Mr. Morton: Reference is made to vour letter of December 10 
1951, regarding the immigraticn of Anna Lomonaco (Besco), the adopted daughter 
of Mr. and Mrs. Antonio Lomonaco of Louisville, Ky 

Mr. Giuseppe Lomenaco, of Philadelphia, a cousin of Mr. Antonio Lomonaco, 
recently called at the consulate general with Anna, who, it was learned, has filed 
her application for recistration under her family name, Boseo. Her re istration 
priority as an intending immivrant is January 15, 1952, the date on which her 
application was received at this office 

Mr. Giuseppe Lomonaco was under the impression that Anna, as the adopted 
daughter of American citizens, was entitled to nonquota or preference immi-ra- 


tion status. It was explained, however, that the terms ‘‘child,”’ ‘‘father,’’ and 
mother’ do not, when used in reference to the documentary requirements and 
classification of immigrants under the Immizration Act of 1921, include a child or 
parent by adoption on or after January 1, 1924. [t was also explained that since 
Anna Bosco Lomonaco is not an orphan, she cannot qualify for a special nonquota 


immicration visa under the provisions of section 2 (f) of the Displaced Persons 


Act of 1948, as amended 


Sinee Anna Boseo Lomonaco must be considered as a regular nonpreference 
int rant chargeable to the heavily oversubscribed [talian quota and since she 
has so recently registered, she will unfortunately experience an indefinite waiting 
period before her turn will be reached I wish to assure vou, however, that whet 


a quota number becomes available for her use, she will be notified and will be 


accorded every consideration consistent with the immigration laws and rewula- 
TOs 
sincerely vou! 
Maurice W. ALTAFFER 
A) an Counsul Ger 
lranslat | 
THe LigRarY Or CONGRESS 
LEGISLATIN REFERENCE SERVICH 
Washington, D. ¢ 
MUNICIPALITY Ot} ALCAMO REGISTER OF VITAL STATISTICS ALCAMO 


Representative MORTON: 


Extract from, copied in its entirety, the Register of Births for the year 1944 


part 1, A, No. 138 


In the vear nineteen hundred and forty-four, on the twelfth dav of the mont! 
of February, at 10:40 o’clock, in the dwelling [owned] by the municipality. In 
margin: No. 138, p. 1, Anna Boseo Lo Monaco (female 


Before me, Luigi Giacalone, attorney at law, Police Commissioner, Register 
of Vital Statistics of the Community of Aleamo, appointed by decree of Novem 
ber 24 of last vear, there appeared: Leonardo Bosco, son of Vincenzo, forty-six 
vears of age, farm worker, residing at Alcamo, in the presence of witnesses Giro 
lamo Filippi, son of Antonino, thirty-four vears of age, farm worker, residing at 
Aleamo, and Benedetto Lauria, son of Benedetto, fifty vears of age, farmer, 
residing at Aleamo, and made the following statements: 


‘ 
f 
" 





On the seventh day of February of the year nineteen hundred and forty-four, 
at twenty-one o’clock, in the dwelling located at No. 42 Via Discesa Santuario, 
to Ninfa Aabte, daughter of Salvatore, thirty-six vears of age, housewife, Italian 
citizen, residing at Aleamo, wife of the party making this declaration, Italiar 
citizen, was born an infant of feminine sex. To the infant which was exhibited 
to me the party making this declaration gave the name of Anna 





ANNA BOSCO LOMONACO 


This document was read to the parties concerned, all of whi to 
myself, signed it, with the exception of Leonardo Bosco, as he is illiterat 


Signed: Girolamo Filippi; Benedetto Lauria; For the Register of Vital 


tics: (signed) Luigi Giacalone. 

MarGinaL Nores.—Anna Bosco was adopted by the ou} Ay 
Lo Monaco, son of Carmelo, and of Girolama Campo, born at Alcam« () 
13, 1899, and Giovanna Bosco, daughter of Antonino and of Giova id 


born at Aleamo on October 14, 1908 (Decree of the Court of Appeals of Palern 


Special Session for Minors, dated December 29, 1950, transcribed 
register of the Community of Aleamo, Year 1951, Part 2, Series A, No. 4 
Approved. Trapani, February 18, 1951. The Attorney General of the ] 


> 
Vey 
signed: Burgarella. The Register of Vital Statistics, signed: V. Coppola 
This copy, which conforms to its original, was issued on official paper at 
be used for emigration; dulv authorized by the Attorr General’s Office fe 


Republic, Trapani, August 2, 1951. 
Municipality of Aleamo, August 3, 1951 
The Register of Vital Statistics 





\ ( 
Notre.— The accompanving small photostat is egaliza t Mr 
signature, 
Translated by Elizabeth Hanunian, May 7, 1952 
ft 
ly | { 
Lea - 
' 
Represel ive Mor ) 
COMMUNITY OF ALC AY ! VIN ( 
Extract from t ‘ Ie inte of Birt} iT 
25, 1932, No. 1101 Vol. 2, Part 1 S \ ‘ 
The Re r of B hye of is Commu i ’ 
ndicated, s February 12, 194 ) 
f Vital Sta { ofa infant f fem p 
Anna Bo co | » \Vlonaco fisorir ot nard r f \ 
at Aleamo, at Via Discesa Santuario No, 42 2 
From t e marginal notes it do ot apy 
ment refers is married 
| is doc nent Is issu {fory Irpo 
A\leamo, August 1, 1951 
Phe Responsible Clerk: [signature ill 
The Register of Vital Statist! 
Entered i record under No, 5457 
Translated Elizabeth Ha \i 7 2 
| hy 
Hon. THruston B. Morron 
Hlouse Oo} Pe presentatlives, Wasi glor D ( 
DeaR CONGRESSMAN MorvtTON: We acknowled ' , 
5th instant 1 yhotostat ie ’ ’ 


certificate of 
Italian If ce 
alian Emba: 
‘ If the Fmbassv will not translate 

the Italian consul in Cleveland to translate the: \\ 
papers If von ill advise us that tray 
to the Italian consul in Cleveland 


We enclose a statement pertaining 














ANNA BOSCO LOMONACO 





Assuring you of our thanks and profound gratitude for the invaluable help vou 
are giving us and with our highest esteem, we remain, 
Respectfully vours, 
ANTONIO LOMONACO 
GIOVANNA LOMONACO 


LineERTY NATIONAL BANK AND Trust Co. or LOUISVILLE, 
Louisville 1, Ky., April 30, 1952. 
To Whom It May Concern: 

This is to certify that Mrs. Gidbvanna Lomonaco purchased air transportation 
on February iz. LOL, for Anna Bosco, now Anna J0sco Lomonaco, by reason of 
legal adoption; said transportation having been booked by Trans World Airlines 
from Rome to New York; transportation from New York to Louisville was to have 
been taken care of subsequently, after ascertaining date and flight number of 

y flight from Rome to New York because, should it have proved possible at such 

E time Mrs. Lomonaco intended proceeding personally to New York to meet the 
child 

: Further, that the said Mrs. Giovanna Lomonaco, since purchase of the trans 

3 portation, has remitted through us to Abate, Ninfa, wife of Bosco Leonardo, 

; yhom we understand presently has the afore-mentioned child in keeping, the sum 


S150 


ArTHUR H. FRENKE, 








| front \ 4 P / / 
fe the Cons of the United States 
HONORABLE AND ReEspECTED MEMBERS OF CONGRESS: We have, in compliance 
with the laws of Italv, adopted Anna Bosco, now Anna Bosco Lomonaco, residi 
it Via Diseesa Santuario No. 38, Aleomo Trappani, Sicilv, | \Irs. Giova 1 
Lomonaco visited Italy in the summer of 1948 and visited the Bosco home in 
\leomo \t that time I had ample opportunity to see the child and decided t 
ring her to the | i States and adopt het She is now 8S vears old out 
ear Ene langu and to be \ j ed \r ea 
Alco Liive i | I B \ i Wi 
i np i oly \ ta | wid i v ( i 
( land as a \r rican ¢ 
We ha clo vid ) cels \ ( 
~ i ‘ r S150 vd i 
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ANNALYN EARLE) 


JUNE 23, 1952 Committed to the Comr { Whe 


@o, Lode 


—_— 
ow 
- 
a 
-_ 
ww 


Mr. Bentsen, the author of this bi 
and documents in support of his meas 
facts in this case: 


House of R ' Wasi ( 
Dear Mr. Watt : Thi \ 
introduced \pril 30 for the relief of Ai 


The infant has been adopted in N 


of Brownsville, Te: \ translated 
use in your deliberations 
I can personally attest to 
who are high] qualified to add t} I 
are people of Integrit) vho have deve 
a part of the city whe ev | \ 
able to easily add th ew child t I i 


It is Mr. and Mrs. Earley’s desire 


child since it is 1 probable the 





ANNALYN “EARLEY 





I will surely appreciate your giving this bill your earliest consideration. If 
it is necessary, | would be honored to appear before your committee in behalf 
of this bill. 
With my kindest personal regards, I am 

Sincerely, 


s LLoyp 

P Roya NorweGian Ministry or Justice AND Po.wiet 

E By These Presents It 1s Made Known: 

wy 

: Pursuant to the act concerning adoption of April 2, 1917, section 29, second 

clause, and by virtue of royal decree of November 7, 1924, the Ministry gives its 

i consent to the granting to Douglas Charles Earley, entomologist, and his wife 
Klisabeth Ann, nee Tandy, Brownsville, Tex., of license in the United States of 

: America, to adopt Norwegian citizen, an unbaptized girl, born in Namsskogan on 

ji January 4, 1952 


The adoption will in such case have validity in Norway 
Oslo, April 21, 1952 
By authority: 
AstrRI RYNNING 
ARNE LOVOLD 
Correctness of translation is hereby certified 
[SEAL] CHARLES DuUNSRBY 
VW. A., Edsv, Translator 
KINGDOM OF NORW AY, 
City of Oslo. Embass j of the United States of America, ss 
I, Carroll C. Parry, consul of the United States of America at Oslo Norway, 


duly commissioned and qualified, do hereby certify th Charles Dunsby, whose 





signature is subscribed to this instrument, was at the time of signing the same a 
sworr and public translator at Oslo, Norway, duly authorized to perform such an 
act, and that the signature and seal are genuine and entitled to full faith and credit 


ive hereunto subscribed my name and affixed my seal of 


In witness whereof I hay 
office this 21st day ot May a D. 1952 


CarRRoOLL C. Parry 


y j j } ‘% ; 
Consul of the United States of America 


{Serial No. 15254 Fee $2. Equal to Kx. 14.40 American Consular Service 





AMERICAN EMBASSY 
Oslo, Norway, May 15, 1952 
Hon. Luoyp M. Bentsen, Jr., 
House of Representatives. Wash ngton, rp ¢* 

Sirk: The receipt is acknowledged of your letter dated May 7, 1952, regarding 
the application for an immigration visa filed on behalf of Annalyn Earley, adopted 
child of Mr. and Mrs. Douglas C. Earley. You state that although you have in 
troduced a private bill for her entry the House Judiciary Committee is not par 
ticularly eager to speed processing of the bill if the child’s turn on the Norwegian 
quota waiting list will be reached in the near future. You request, therefore, to 
be advised if it appears her turn will be reached in the next 2 or 3 months 

In reply you are informed that the child’s application for registration as an 
intending immigrant was received at the Embassy on April 22, 1952, and she was 


entered on the waiting list as of that date. With regard to the length of time she 
will be required to wait until her turn is reached it is regretted that it is impossible 
to estimate how long this will be. At the moment we are giving active considera- 


tion only to the cases of those persons registered prior to November 1, 1951, so 
it may be assumed that the child must wait a considerable number of months. 
Please be assured that the Embassy will continue to accord the child’s applica- 
tion every consideration consistent with existing immigration laws and regulations, 
and that the guardian will be furnished in the near future with a list of personal 
documents required of the child. 
Very truly yours, 
CaRROLL C. Parry, 
American Consul 
For the Charge d’ Affaires a. i.). 
Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 7665 should be enacted and accordingly recom- 


mends that the bill do pass. 


O 
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MARIE LUISE ELFRIEDE STEINIGER 


JUNE 23, 1952. Committed to the Committee of the Whole House and red 


to be pru ted 


Mr. WALTER, from the Committee on the Judiciary, submitted the 


following 


REPORT 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 7667) for the rehef of Marie Luise Elfriede Steiniger, having 
considered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That, notwithstanding the eleventh category of on 3 of framigr on Act 
of 1917, as amended, Marie Luise fk lfriede St iver mav be admitted to the United 
States for permanent residence if she is found to be otherwise adm ler the 
provisions of the immigration laws: Pre led, That e administrat tuthorities 
find that the marriage between the iid Ma Luise Elfriede St y und her 
fiancé, Sergeant Daniel P. MeMenamin, United Stat \ir | ed within 
three months immediately succeeding the enactment of this A 


PURPOSE OF THE BILL 


The purpose of this bill is to waive one exclusion clause, concerning 
the commission of a crime tnvolving moral turpitude, in behalf of the 
fiancée of a United States citizen serviceman 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated May 
26, 1952, and the accompanying memorandum, from the Assistant 
Chief of the Visa Division, Department of State, to Mr. Walter, 
chairman of Subcommittee No. I, Committee on the Judiciary. The 
said letter reads as follows: 











2 MARIE LUISE ELFRIEDE STEINIGER 


May 26, 195: 


i) 


Hon. Francis E. WaLtrerR 
Chairman, Subcommittee on Immigration and Naturalization 
Committee on the Judiciary. llouse of Re presentatives 


Congressman Granahan for the relief of Maria Luise Elfriede Steiniger. 1 enclose 
for your committee's information a copy of a report of May 9, 1952, which has 
been received from the American consul at Frankfurt. Germany 

Sincerely yours 


My Drar Mr. Watrer: With reference to H. R. 7667. a bill introduced by 


Rospert C, ALEXANDER 
Assistant Chief, Visa Division 


FOREIGN SERVICE OF THE UNITED STATES OF AMERICA 
{Operations memorandum] 
May 9, 1952 
To: Department of State (tor Visa Division 
From: American consul, Frankfurt. 
Subject: Case of Maria Luise Klfriede Steiniger 

The visa files of this office indicate that Miss Steiniger and her child, Daniel 
Patrick Steiniger, are registered on the waiting list of intending immigrants under 
the German quota in the nonpreference category as of June 11, 1951. On Jan- 
uary 8, 1952, the Headquarters, Sixtieth Maintenance and Supply Group, Sixtieth 
Maintenance Squadron, A. P. O. 57, United States Army, forwarded Miss Steini- 
ger’s marriage dossier to this office for an opinion regarding her apparent admissi- 
bility into the United States in connection with her proposed marriage to Staff 
Set. Daniel Patrick McMenamin An extract of Miss Steiniger’s penal record 
which was enclosed with her marriage dossier, revealed that she had had three 
previous convictions for theft under paragraph 242 of the German Penal Code, 
which reads as follows 

“Whoever takes a movable thing which does not belong to him from another 
with the intention of unlawfully converting it shail be punished for larceny by 
imprisonment. The attempt is punishable.” 

The specific convictions were imposed by the following courts:OQn January 
26, 1943, by the Amtsgericht (district court), Dessau, which imposed a sentence 
of 3 months and 2 weeks’ imprisonment; on September 27, 1945, by the Amtsge- 
richt (district court), Meiningen, which imposed a sentence of 3 months’ im- 
prisonment; on August 27, 1949, by the Amtsgericht (district court), Frankfort 
am Main, which imposed a sentence of 14 days’ Imprisonment 

The Amtsgericht (district court), Dessau, on January 26, 1943, found Miss 
Steiniger guilty not only under paragraph 242 but also under paragraph 243 of 
the German Penal Code, which covers aggravated larceny and which read 
follows: 

“The punishment shall be confinement in a penitentiary not to exceed 10 years 

“(1) If objects destined for divine services are stolen from a building dedicated 
Lo divine service 





2 If the larce! Y is committed by breaki Y nto or entering 


y a l g 
enclosed premises, or by breaking open any receptae 

}) If the larceny is committed by opening a building or any entrance into 
enclosed premises, or by using false kevs or other instruments not ordinarily 
intended for such opening, mM order to open any nner door or receptabl 


1) If the larceny is committed in a publie road or street or a public place, 
upon any waterway or railway, in any post office or the courtyard pertaining 
thereto, or in any railway station, from luegace or other goods intended for con- 
vevance, by cutting off or detaching the fastening or ot! ; h 
goods, or by the use of a false key or other instrument not ordinarily intended 
for « pening 

5) If the principal, instigator, or accomplice in the larceny carries with him 
weapons at the time of the commission of the act 

(6) If several persons who have banded together for a series of robberies or 
larcenies cooperate in the larceny; 

7) If the lareeny was committed at night in an inhabited building into which 
the offender sneaked (eingesechlichen) with the intent to steal or in which he bid 
himself with the same intent, even if at the time of the larceny the inhabitants 
were absent from the building. An enclosed space appurtenant to an inhabited 
building and any building to be found within such space and also ships with oecu- 
pants shall be considered inhabited buildings 

“If there are extenuating circumstances, the punishment may be imprisonment 
for not less than 3 months.” 


ier means Of securing suc 











MARIE LUISE ELFRIEDE STEINIGE! > 





o 
Miss Steiniger’s child, Daniel Patrick Steiniget i ed a 
on March 13, 1952, to permit him to join | father and grandpar 
Enited States 
A report from the Department of State, addressed to the chairn 
of the Committee on the Judiciary, reads as follows 
J | 
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very sad experience that it is no small matter se 
to solve for me 
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took place in Germat when T tried to marry Luise & 
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MARIE LUISE ELFRIEDE STEINIGER 


After our child was born, I applied for a waiver of the regulation that prohibited 
me from marrying Luise, because I wanted to send her to my parents’ home in 
America, where both she and the baby could receive the proper care that was 
impossible for her to get in Germany as a refugee from the Russian zone; and, 
now that the child is here, the doctor has found him anemic, and also only last 
week I sent money to Luise for a blood transfusion, [which] proves beyond a doubt 
that my fears were well founded. 

As part of the procedure for marrying a German national, the provost marshal’s 
office at Rbein-Main contacted Stuttgart and forwarded their findings to the 
consul’s office in Frankfurt. This took about 4 months, and it was at this time 
that the consul’s office in Frankfurt informed me that they would be unable to 
issue Luise a visa because of a minor police record and advised me to have her 
apply to the German courts to have it taken off her records. About a year later, 
after spending over $300 to German lawyers, I decided this wasn’t getting me any- 
where; so, with the help of the chaplain at Rhein-Main Air Base, I submitted a 
request to marry Luise Steinizer even if se could not be issued a visa under 
existing regulations, so that I could at least legalize our child and give him my 
name and live in the hope that at some later date we could be together again. 
When this request got as far as Sixtieth Maintenance Wing at Rhein-Main, I 
was summoned to appear for an interview 

[The] colonel chaplain could not seem to understand why T was having so much 
trouble getting married, and told me that if I resubmitted my desire through the 
normal channels it would in all probability receive more favorable consideration, 
due to a change in occupation policy. This I did, and again I had to wait over 
4 months while the background check was being made through Stuttgart, even 
though along with our request we had enclosed statements signed by Luise cov- 
ering her whole life up to that time. I was told later that this was a very foolish 
thing to do, but since we had no desire to deceive anyone, and based all our future 
desires on the hope that if we were honest. we might expect mercy, I still think we 
did right. Months later, when it was almost time for me to leave Germany, I 
called on the consul’s office in Frankturt, requesting information as to why it was 
taking so | 
They told me they could not give me this information but I could go to group 
headquarters at Rhein-Main and find out this. I did, and there they told me 


that all the papers trom Stuttgart ar d everything else had been sent to Frankfurt, 


ong to get an answer as to whether or not Luise would get a visa. 


and the consul’s office had signed a receipt for them ‘Two days later Luise 
received a letter from the consul’s office to come in for an interview, and when she 
did this she was told that, because of the signed statements she had submitted 
with our marriage papers, they would be unable to issue her a visa. Later I got 
to see them mvselt, and it was then that thev told me that it would teke an act 
of Congress to get Luise over but. it she would allow me to, | could take the baby 





Five weeks ago, at 4:30 in the morning, a hay ps and contented group of 
ofticers and their wives were standing in front of the Air Force Hotel in Frankfurt 
awaiting the bus that would take them to the airfield and hom« Of to one side 

f s group I stood, trving to comfort a grief-stricken sick girl, who in a few 
more minutes would have to part with all that a mother holds deat It made me 
cel e an outsider: and I wondered, as I looked at this tear-stained face that 
I inted to love and proteet, why this heart-breaking decision was being forced 
nm us, because I was an American too; also, a soldier who in the last war flew 49 
missions, 20 of them after 1 received the Purple Heart so that life, liberty, and 
the pursuit of happiness would not be taken from us, and vet here | was losing 
everything | elf held dear, with what seemed like very little chance of ever 
regainil ts That was the first time in my military life when | came very 
near gi up and walking away Oniv mv trust in God and faith in my 
fellow Americans over here kept me from doing this Minutes later | was on my 
WAV home, sick at heart, with the knowledge that happiness tor me would never 


AVAIN eXIsI Lbiess something could be done for me inh \ ashington. 


As it stands now, mV child cannot become an American eitizen unless he takes 
out papers, but if could get married this would not be nece SSAary, € nd the Ce ran 
Government would issue him a new birth certificate in my name As a civilian, 
I could get. all these things in a verv short time, but while | am in the service I will 
need help. The only way they will allow me to marry Luise is if I can get her a 


visa 








- 


MARIE LUISE ELFRIEDE STEINIGER o 


To sum this all up, it is me as well as Luise who needs help. Otherwise, my 
life is ruined; and, in a country that still believes in God’s merev, this help should 
not be impossible to obtain. , 

Sincerely yours, 
Staff Sgt. Danie, P. McMeENAMIN 


i dc Ul A j Transport iadron 





HEADQUARTERS UNITED Sratres Arr Forces 1N Evrot 
APO 633, care of Postmaster, New York, N. } December 11, 1951 
Mr. Francis J. Myers, 
2023 Land Title Building, 
Broad and Chestnut Streets, Philade pl a, Pa 

Dear Mr. Myers: ! have just seen the letter you wrote to Mrs. MeMenamin, 
who appealed to you in behalf of her son, a staff sergeant, stationed here in Ger- 
many. 

The case has perhaps been explained to you in detail. My reason for writing is 
to tell you of my deep interest in the problem. The couple would have been mar 


ried a long time ago if the present marriage regulations permitted 
1 


In my opinion, oth are very sincere and most worthy of every consideration. 
If the consular office here could be authorized to issue her a visa, I | eve she 
would be a most worthy immigrant. I would not hestiate a second to assume re 
sponsibility for her sponsorship 

The airman has kept me constantly informed. I have seen all the papers and 
have exhausted every possibility available here. There is no need to acknowledge 
this letter, because | am returning to the States very shortly for assignment at 
Scott Air Foree Base, I] 

With kind regards, I an 

Very truly yours 
HEN! ae is i 

Chaplain Lie enant Color \ | } 

) ( 
SIXTY-FIRST MAINTENANCE SQUADRON 1" H | ~ Lin Fores 

RHEIN LAIN 1} 
FRANEFUI ( ) 
Chi Iki 

This is ( Set. Daniel P. MeN 2s 

tted declara agin Marie | < ( 

iti ‘ I ring I ra Era ‘ 

f KUCONL Cir r 3 49 

} 
eal Wilh) : — 1 : 
Phe bill has been amended in accordance \ nh estabilsned pre adents 
and provides that the marriage between the beneficiary of th bill 
» ai 1 ] 4 al . 4 
and her hance shall occur within 90 davs aitel he enactment of this 


act, if the bill is to be operative 

Upon consideration of all the facts in this case, the committee is of 
the option that H. R. 7667, as amended, should be enacted, and it 
accordingly recommends that the bill do pas 


OG 
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PROCEEDS FROM SPORTING EVENTS CONDUCTED FOR 
THE AMERICAN NATIONAL RED CROss; CHARITABLE 
CONTRIBUTIONS BY INDIVIDUALS 


Mr. DovuGuron, from the committee of conference. submitted the 


following 


CONFERENCE REPORT 
lo accompal H. R. 734 


The committee of conference on thre dqdisagreeme votes of the twe 
Houses on the amendments of the Senate to the bill (H.R. 7345) to 
exclude from gross income the proceeds of certa n sports programs 
conducted for the benefit of the Amertean National Red Cross, havin 
met, after full and free conference, have agreed to recommend and di 
recommend to their respective Houses as follows 

That the House recede from it disagreement to the an 
the Senate numbered 1 and agree to the sar 


J 


Amendment numbered 2 


That the Ho se recede from its disugreemet to thre mnenadmen 
the Senate numbered 2, and agree to the same with an amendment 
as follows 

In leu of the matter proposed to De nsert ) the Sen ‘ mend 


ment insert the followin 

SEC. 4 a) Section 23 (0) of the Inte al Rev o ¢ (relat 
deductions by individuals for charitable « trey bast : e hereby « 
by striking put “7 pe centum’’? and insertine 4 thoreont 
centum”™’ 

(b) Section 120 of the Internal Reve ( ; 
deduction hoy char tah and ther cont boy } h 
striking out “15 per centur 
centum”’ 

c) The amendments made by tl 
respect to tarabli fears beg nning after [) 

And the Senate avree to the samy 








= 


PROCEEDS TO RED 


the title so 





CROSS FROM SPORTING EVENTS 


as to read: “‘An Act to exclude from gross 
income the proceeds of certain sports programs conducted for the 
benefit of the American National Red Cross, and for other purposes.’”’ 


R. L. DovceurTon, 
JerRE CoopeEr, 

JoHn D. DINGELL, 
W. D. MILs, 
DANIEL A. REED, 
Roy O. WooprurFrr, 
THomas A. JENKINS, 


Managers on the Part of the House. 


Watrer F. GeoraGe, 
Tom CONNALLY, 
HARRY KF Loop Byrp, 
E. D. MILLIKIN, 
Ropert A. Tart, 


Managers Oli the Part of the Ne nate. 








STATEMENT OF THE MANAGERS ON TH ” 


The managers on the pmeart of t hie Hlo 4 st hye eo 
disagreeing votes ol] the two Houses oO} thie ymMendment ni . 
ate to the bill H. R 4345 to exclude trom ate : I 


of certain sports programs conduct for the benefit of \ 
National Red Cross, submit the follown itement mn | 
of the effect of the action agreed pon b nierees and 
mended in the accompanving conference port 
The bill as passed the House provi hat, subject to 
limitations, a corporation primar. nea ( n the furnis| 
sports programs may conduct a sport progranmh @Xcius 
benefit of the American National Red ¢ ss without 
proceeds from the program 1n its gros I 1 
The Senate amendments make no chan n the provisions of 
House bill relating to the American National Red Cros Ho 
the Senate amendments pro\ die lor the amendment of section 25 (0 
of the Internal Revenue Code so as to incr from 15 to 
of an Indy idual’s adjusted YTOss hcorye ( limit lol 
deductions for individuals for contributions to el] table, educational 
religious, and other organizat ONS Species 1} ection 2 
The effect ot thre action recotInmenh«ae I 
ference report would be to adopt thie Lb ! ot the Se e amend- 
ments, together with a technical amendn LO Sector Z Ol the 
Internal Revenu ( ode changing the ero I ence j 
to section 23 (o) of the Code 
Poi Bde 
(‘oOo 
, D. Di 
WD. Mu 
1) LR 
Roy O. Woop 


Manag a Paetatéka 
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CONTINUING 


PENSION OF DUTIES AND IMPORT TAXES ON METAL 


SCRAP 


Win 9 7 4a59 
PUY ws . 


) HOUSE-OW REPRESEXTATIVES ( — Report 
\ i No. 228: 


UNTIL CLOSE OF JUNE 30, 1953, THE SUS- 


Mir. EBERHARTER, from the Committee on Wavs and Meat 


‘ ] 1 1] 
submitted the followi 


The ¢ ommittee on Ways and Nii ns, to \ hom was el 


H. R. 6845) to centinue until 


} - 
i the close of a rhe yt} } he SUST 


sion of duties and import taxes on metai s ap, and for other purposes 


t tt ' "7 \ } 


having considered the same, report favoralb hereon without amen 
Ment and red ommend that the bill do pa 


GENERAL STATEMEN 


This bill would continue the exemption of metal scrap from imp¢ 


duties and taxes for another vear, until the close of June 30, 195 
Import duties and taxes on metal scrap we spended from M 
14, 1942, to June 30, 1949, inelusive, under Publ Law 497, Sever 


seventh Congress, and Public Laws 384 and 613, Eigehtieth Conere 
The import duties on metal scrap were aga nh suspended trom Ok tol 
1, 1950, to June 30, 1951, under Public Law 869, Eighty-first Con- 


eress. This si 


} 
i 


of June ou; 19 
Public Law 869, Kighty-first Congress, reads in part as follows 


spension Was extended trom une 30, 1951, to the close 


52, by Public Law 66, Eievhty-second Congress 


Be it enacted hy the Nenate and House aft |} eas of . f y , wy 
America in Congress assembled, That the Act of Mar 13, 1942 ! SO, o6 St 
171 , as amend d, s ereb\ ame! ded tor ad 

“Sec. 1. (a) No duties or import taxes sha e levied { r pava 
inder the Tariff Act of 1930, as amended, o1 section 3425 of the Int 
Revenue Code with respect to Metal scrap, or 1 i i 1 rer ! I § 

b) The word ‘serap’, as used in this A meat i 
ferrous Materials and articles of which ferr or nonfer 
nent Material of chief value, which are eond-hand or wa 


obsolete, defective or damaged, and which are fit or to be remanufactures 
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“Sec. 2. Articles of which metal is the component material of chief value, 
other than ores or concentrates or crude metal, imported to be used in remanu- 
facture by melting, shall be accorded entry free of duty and import tax, upon 
submission of proof under such regulations and within such time as the Secretary 
of the Treasury may prescribe, that thev have been used in remanufacture by 
melting: Provided, however, That nothing contained in the provisions of this 
section shall be construed to limit or restrict the exemption granted by section 1 
of this Act.” 


The rates of duty on the principal types of ferrous and nonferrous 
metal scrap, the suspension of which would be continued by the bill, 
are shown in the following table: 


CONTIN OR Crvomravcrnary 


i] Revenue Code 


, Intern 


act of 1930 


Tariff 





Rate of in 


of duty 


Ratt 


ype of scrap 


CONTINUE 





7) cents 


27, 
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ind steel 


Tron 

















SUSPENSION 








" ae 
nes 
_ 2 a 








timonial leac 
illoy 


Lead (including an 


Brass 


O} 
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Se 
t= 
ns 





DI 


PES 
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PAL 
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According to the Tariff Commission, the rates in the above table 
are the equivalent of an ad valorem rate based on import values in 1951 
as follows: Lron and steel scrap, 0.9 percent; aluminum scrap, 9.4 per- 
cent; copper scrap, 7.9 percent; brass scrap, 9.4 percent; lead scrap, 
8 waere magnesium serap, 155 percent; nickel and nickel-alloy 
scrap, 13.1 percent; and zine scrap, 34.9 percent. 

I See reports on this bill were received from the Office of 
Defense Mobilization and the Departments of Defense, Treasury, and 
Commerce. Your committee was also advised that the extension of 
the suspension of duties and import taxes on metal scrap would be in 
accord with the program of the President. 

In his report to the committee on this bill dated March 14, 1952 
the Director of the Office of Defense Mobilization stated: 


i ) f ortage of metal scrap, including both ferrous and nonferrous 

ped tri or auionh progral During this winter several ste¢ furnaces 
hi I down in part because of the lack of scrap steel needed in the opera 
tions of the furnaces Phe shortage of nonferrous scrap has also adverst affected 
the production of various nonferrous metals While the scrap campaign whic! 
} ( put on | mobilization agencies has resulted in a substantial flow of 
scrap, this as not been sufficient tO SUPpI\ the need It addi on, tl lrive na 
qaraw on the nventories OF scrap so that a smaller s Ipplv OF Idk crap can be 
counted on for the future The mobilization agencies do not foresee an ample 
Sup] of scrap until well after June 30, 1953. 


The Assistant Secretary of Defense stated in his report dated 
April 4, 1952 


It is anticipated that the demand for metal scrap to meet United States needs 


during the next 18 months is such that production would be hampered by a 
short supply The critical situation which would result from this anticipated 
shortage could be largely averted by the continuation of the suspension of im- 
port duties, inasmuch as the suspension of import duties and taxes provides a 
margin of profit which makes it feasible to market foreign scrap in the United 
States. Foreign scrap can supply a considerable portion of the marginal needs 


bevond the current domestic production of serap 
During the past vear while duties were suspended, imports of steel scrap were 
almost double the 1949 volume and in the nonferrous field a similar gain was 


noted \ continuation of the suspension of import duties on metal scrap is 
considered necessary in order to prevent a reduction in imports on scrap metals 
and a corresponding reduction in the output of processed metals by United 


States industry. 


The Acting Secretary of Commerce stated in his letter dated 
March 18, 1952 


\n increase in the supply of metal serap is vital to the national defense. Dur- 
ing this winter several steel furnaces have been shut down in part for lack of the 
scrap steel needed in the operation. The resulting reduction in steel output has 
increased the critical shortage of steel for defense and civilian needs. Similar 
shut-downs have occurred in non-ferrous-metal industries for lack of other scrap 
metals 

The flow of scrap metals to domestie mills, foundries, and smelters from foreign 
sources may be inereased by suspension of the import duties on those materials 
since suspension of the duties increases the price received by the foreign supplier 
Without necessitating an equivalent increase in the domestic price of the scrap 
Accordingly, it would appear to be extremely unwise to allow the import duties 
on scrap metal to be restored at a time when scrap metal is in critically short 
supply, since the result might be a reduction in imports of scrap metals, and a 
corresponding reduction in the output of processed metals by domestic mills, 
foundries, and smelters. For these reasons, we urge the early enactment of this 
legislation. 





1 The Tariff Commission states: ‘‘The foreign value of zine scrap imported in 1951, including zine dross and 
kimmings, was unusually low in relation to the zinc content thereof. This may represent an error in the 
tatistics. The ad valorem equivalent of the duty on zinc scrap based on import values in 1950 was 6.2 

Percent.” 
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The Treasury Department advised your committee that it a 
pates no unusual administrative difficulties under the ] sions of 
this bill. 


The bill was reported unanimously by your comm 


In complhance with paragraph 2a of rul NIT of th \ Or | 
House of Representatives, changes in existing law mad \ 


as introduced, are shown as follow exist law prop 
omitted is enclosed in black brackets, new matter is p! 
existins law in which no change is proposed is shown in ro! 


\ Oo SEI MBI ot) 0) | 7 5 

‘ 4 ( 

Ie / } C on }T 
' ( | c 
l/l i i “ eret i i 

“e i N ti I 

ler the ‘I ff Aet of 1930 ( ‘ | 
he Vel e Cod th respect i ) 

t The Oo ip i s A ( 

ferrous materals and article of fer 
ponent material of chief va ew I ( 1 
obsolete, defective or damaged 

‘See. 2. Articles of whicl ( 
other thar ‘ coneentrates or cr 
facture b t sha be a 
SUDMISSION Of 7 MT l er such re i a 
of the Trea ry L\ prescribe { i 
meltit Provid ho f Phat } 
section shall be construed to limit or restrict | I i 
of this Act 

Sec. 2. The amendment made by 1 Yet ( ectir 
entered, or withdrawn from warehouse, for ¢ pt or afte f 
ing the date of the enactment of this Act and bef ose of J 30, [1052] 
19583 It shall also be effective as to met ana entered, o1 { i I 
warehouse, for consumption before the period s} fied where t lidat of 
the entry or withdrawal covering the mercha: r the exact or de 
relating to the rate of duty applicable to the me and 


by reason of section 514, Tariff Act of 1930 
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TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATION BILL, 1953 


JuNgE 24, 1952.—Ordered to be printed 


Mr. Gary, from the committee of conference, submitted the following 


CONFERENCE REPORT 


The committee of conte renee on the disagreeing votes of the LWO 
Houses on the amendments of the Senate to the bill i] R. 6854 


making ¢ ppropriations for the Treasury and Post Office De partment 
and funds available for the Export-Import Bank of Washington for 


the fiseal vear ending June 30, 1953, and for other purposes, having 
met, after ull and free conference, have acres d to recommend and do 


to their respective Houses as follows: 


e 
recommend 

That the Senate recede from its amendments numbered | ee ae 
oO: 10: 14. 12: 13: and 14. 

That the House recede from its disagreement to the ame ndments 
of the Senate numbered 4 and 7 and agree to the same. 

Amendment numbered 5: 

That the House recede from its disagreement Lo the amendment oft 
the Senate numbered 5, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $2,725,000; 
and the Senate agree to the same 

Amendment numbered 6: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment as 
follows: 
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In lieu of the sum proposed by said amendment insert $4,825,000; 
and the Senate agree to the same. 
J. VauGuan Gary, 
A. M. FreRNANDEZz, 
Orro E. PassMan, 
ALFRED LD. SIEMINSKI, 
CLARENCE CANNON, 
G. CANFIELD, 
Ben F. James, 
JOHN TABER, 
Managers on the Part of the House. 
Hartey M. KiILtGore, 
Burner R. Maypank, 
JoHn L. McCieuuan, 
KENNETH McKELLAR, 
Oun D. JoHNnsron, 
Zaues N. Ecron, 
STYLES BRIDGEs, 
LEVERETT SALTONSTALL, 
Managers on the Part of the Senate. 


te 


C 


; 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 6854) making appropriations for the Treasury and 
Post Office Departments and funds available for the Export-Import 
Bank of Washington for the fiscal vear ending June 30, 1953, and for 
other purposes, submit the following statement in explanation of the 
conference report as to each of such amendments, namely 


rITLE I TREASURY DEPARTMENT 


Amendment No. 1: Appropriates $2,585,000 for salaries and ex- 
penses, Office of the Secretary, us proposed hy the House instead of 
$2,625,000 as proposed by the Senate. 

Amendment No. 2: Appropriates $51,000,000 for administering the 
public debt as proposed by the House instead of $51,117,000 as pro- 
posed by the Senate. 

Amendment No. 3: Appropriates $20,500,000 for salaries and ex- 
penses, Office of the Treasurer, as proposed by the House instead of 
$21,000,000 as proposed by the Senate. 

Amendment No. 4: Relating to salaries and expenses, Bureau of 
Customs, permits the use of not to exceed $1,220,000 for personal 
services in the District of Columbia as proposed by the Senate in- 
stead of $1,150,000 as proposed by the House 

Amendment No. 5: Appropriates $2,725,000 for salaries and ex 
penses, Secret Service Division, instead of $2,695,000 as proposed 
by the House and $2,770,000 as proposed by the Senate. 

Amendment No. 6: Appropriates $4,825,000 for salaries and ex- 
penses, Bureau of the Mint, instead of $4,775,000 as proposed by the 
House and $5,275,000 as proposed by the Senate. 

Amendment No. 7: Appropriates $19,250,000 for acquisition, con- 
struction, and improvements, United States Coast Guard, as pro- 
posed by the Senate instead of $20,000,000 as proposed by the House 

Amendment No. 8: ‘Strikes out the Senate proposal to place a general 
limitation on amounts that may be used for personal services. 

Amendment No. 9: Strikes out the Senate proposal to limit the 
amounts that mav be used for travel, personal services, and transpor- 
tation of things. 

Amendment No. 10: Strikes out the Senate proposal to proy ide an 
expenditure limitation of $644,384,591 on the purposes provided in the 
Treasury Department title of the bill 

Amendment No. 11: Changes section numbet 


TITLE Il POST OFFICE DEPARTMENT 


Amendment No. 12: Appropriates $2,150,000,000 for postal opera 
tions as proposed by the House instead of $2,105,000,000 as proposed 
by the Senate. 








TREASURY AND POST OFFICE APPROPRIATION BILL, 1953 





TITLE IV-—-GENERAL PROVISIONS 


Amendment No. 13: Strikes out the Senate proposal against use of 
funds in connection with the operation of seized plants, facilities, or 
. other property. 
Amendment No. 14: Changes section number. 
J. VAUGHAN Gaky, 
A. M. FERNANDEz, 
Orro E. PassMan, 
ALFRED D. SIEMINSKI, 
CLARENCE CANNON, 
G. CANFIELD, 
Ben F. James, 
JOHN TABER, 
Managers on the Part of the House. 
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PROHIBITING REDUCTION OF ANY RATING OF TOTAL DISABILITY 
OR PERMANENT TOTAL DISABILITY FOR COMPENSATION, PEN 
STON, OR INSURANCE PURPOSES WHICH HAS BEEN IN EFFECT 
FOR 20 OR MORE YEARS 


JUNI 34, 1942 Committed to the Con tte he Who ti ‘ e State 


of the Union and ordered to be pr 


Mr RANKIN, from the Committee on Veterans Affairs, submittec 
the following 


REPORT 


The Committee on \ 


t 
bill H R 6167) to prohibit reduction of anv rat ne of total disability 
Sy ; 


or permanent total diss i IQ oOmMp \ pel On, O NSurance 
purposes which has been in etfect for 2 lo he con 
sidered the sa he, report favorably t ) I Mena n nd 
recommend that the bil! do pass 

The amendments are : follow 

On page 1, line 7. strike out the da rhb ) ord 


t 
Amend the title so as to read 


At to prohibit reduction of 


This bill provide that a il ) | sabilitv. o1 perina rit 
total disability which has been made for compensation, pension 
or insurance purposes under laws admit tered b the Veterans 


\dministration and which has been continuous! foree for 20 o1 
more years shall not be reduced theroaft: 

The effeet of the bill would be to prevent future pDhHVsical eXumina 
tions in the case of veterans who ha had suc 1 disabihitv rating 
for 20 or more vears Und ‘'roexistinge laws, veterans who ha i 


total or permanent total disability rating based on condition 
than disabilities resulting from blindness or anatomical losses are 


apprehensive that an eXamination ordered at some ftuture date may 


2 PROHIBIT REDUCTION OF ANY RATING OF TOTAL DISABILITY 


not adequately represent their true condition of health and that, as 
a result of such examination, a reduction in rating may cause them to 
lose the benefits provided for such total or permanent total disability 

In the course of 20 or more years, Veterans become accustomed to rely 
upon such benefits for the support of themselves and their dependents 
and are in constant uncertainty as to their future security. The 
enactment of the bill will eliminate such fear of loss and give veterans 
having total or permanent total disabilities which have persisted for 
20 or more years assurance that they will not be deprived of benefits 
in their old age when continuance of support is nost needed. 

The committee is of the opinion that there is but little or no prob- 
ability of recovery from total or permanent total disability which 
has persisted for 20 or more Vears continuously and that in such cases 
it is most likely a waste of Government funds to require a physical 
examination to determine whether total or permanent total disability 
will continue after that date. 

While no estimate of cost can be given, it is significant to point out 
that the Veterans’ Administration report states that ‘only in excep- 
tional cases would any veteran be reduced in degree of disability 
where the rating has been in effect for 20 or more vears. Accordingly, 
the cost of the bill, if enacted, would not be very great.”” Your 
committee is of the opinion that the bill would not involve any 
substantial cost. 


The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
Washington, D. C., January 24, 1952. 
Hon. Joun EF. RANKIN, 

Chairman, Committee on Veterans’ A ffa rs, 


* House of Represe ntatives, Washington, i>: of 


Dear Mr. Rankin: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 6167, Eighty-second Congress, a bill to prohibit 
reduction of any rating of total disability or permanent total disability for com- 
pensation, pension, or insurance purposes which has been in effect for 25 or more 
vears. 

The purpose of the bill is to provide that a rating of total disability or per- 
manent total disability which has been made for compensation, pension, or 
insurance purposes under laws administered by the Veterans’ Administration, and 
which has been continuously in force for 25 or mor years shall not be reduced 
thereafter. 

tatings of total disability and permanent total disability for compensation and 
pension purposes are based generally upon the average impairment resulting from 
injury or disease. For insurance purposes, a total disability is defined as one 
which continuously renders it impossible for the disabled person to follow a sub- 
stantially gainful eceupation and total disability is deemed permanent when it is 
founded upon conditions which make it reasonably certain that such total dis- 
ability will continue throughout the life of the disabled person. 

In cases in which it is shown by two or more examinations that a disability bas 
continued at the same degree for 5 years, it is the long-standing policy of the 
Veterans’ Administration not to schedule future examinations for compensation 
or pension rating purposes. Reconsideration of ratings in such cases comes about 
only when new evidence is submitted by such veterans, or a change of condition 
is disclosed in the report of hospitalization or other sources, or when evidence is 
received showing that the ratings are clearly erroneous. 

The effect of the bill would be to establish a conclusive presumption of perma- 
nent total disability notwithstanding the facet of reeovery. Permanent total 
disability is a question of fact and it would be pure fiction to presume the existence 
f a condition where the faets themselves would not s Ipport a finding to that 
effect. Thus, an individual who is eble to follow a substantially gainful oecupa- 

ion can hardly be regarded as being totally and permanently disabled for insur- 
ance purposes 


0 
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PROVIDING FOR ESTABLISHMENT AND OPERATION OF 
IN-BOND DEPARTMENTS OF RECTIFYING PLANTS 


JUNE 24, 1952 Committed to the Committee of the Whole Hor 


of the Union and ordered to be printed 


Mr. KroGu, from the Committee on Ways and Means, submitted the 


following 


REPORT 


(To accompany H. R. 6366 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 6366) to amend certain provisions of the Internal Revenue 
Code to authorize the receipt in bond and taxpayment at rectifving 
plants of distilled spirits, aleohol, and wines for rectification, bottling, 
and packaging, or for bottling and packaging without rectification; 
and the production in bond and taxpayment of gin and vodka at 
rectifving plants, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

The amendments are as follows: 

Page 8, after line 7, insert the following: 

(d) Section 2878 (a) of the Internal Revenue Cod led ik 
“Except as provided in section 2883” at the begin t f the seetion and ins 
in lieu ther of ‘Except as otherwise provided by law 

Page 8, line 11, insert the following new sentence: 

The provisions of Reorganization Plan Numbered 26 of 1950 shall be applic 
to all funetions vested by this Aet in any I 
Department of the Treasury 


PURPOSE OF THE BILI 


The purpose of this bill is to enable rectifying plants to receive and 
store in bond distilled spirits, alcohol, and wines pending taxpayment 
and removal for rectification and bottling, or for bottling without 
rectification, and to produce gin and vodka in bond 





ESTABLISH IN-BOND DEPARTMENTS OF RECTIFYING PLANTS 


GENERAL STATEMENT 





Existing statutes and regulations promulgated thereunder provide 
that rectifiers may receive only distilled spirits, wines, and other 
liquors that have been previously taxpaid. Distilled spirits, alcohol, 
and wines, upon which the internal-revenue taxes have not been paid, 
may be stored only in internal revenue bonded warehouses, industrial 
alcohol bonded warehouses, and bonded wineries and bonded wine 
storerooms, respectively, separate storage of these liquors prior to 
taxpayment being a traditional requirement of the system. Since 
these warehouses and storerooms are concentrated in relatively small 
areas it has been necessary for rectifiers to taxpay and withdraw from 
bond, distilled spirits, aleohol, and wine in excess of their current 
requirements, in order to insure against a failure in their supply which 
would necessitate discontinuance of operations. This has resulted in 
rectifiers having large amounts of capital tied up m liquors which are 
taxpaid but unprocessed and not ready for sale or distribution. Rail 
and water shipments of taxpaid liquors to rectifiers represent an addi- 
tional tie-up of capital in taxes on liquors prior to acquisition thereof. 
These facts have worked to the competitive disadvantage of small 
rectifiers with limited capital and rectifiers (usually small) who are 
operating in locations remote from authorized storage establishments. 

The bill would authorize the Secretary in his discretion, and pursu- 
ant to the filing of notices and bonds, to qualify a portion of a rectifying 
plant as an “‘in-bond department.’’ The in-bond department shall 
be used exclusively for the storage of untaxpaid liquors, or for the 
production of rectification tax-exempt gin and vodka. Such in-bond 
department would need.to be securely constructed and separated from 
other portions of the rectifving plant or contiguous premises as might 
be required by regulations. The approval as a part of the in-bond 
department of permanent storage tanks not located within a room or 
building would be authorized. The supervision of such department 
would be placed in the storekeeper-gauger or other designated Gov- 
ernment officer. Thus, it is intended that the sec urity and supervision 
over such in-bond department would be comparable to warehouse 
premises in which untaxpaid liquors may now be stored. 

There is also provided in this bill, the same 8-year limitation upon 
the storage of distilled spirits in bond as is now prescribed in section 
2879 (b) of the Internal Revenue Code. However, since the in-bond 
department is not intended to be a bonded warehouse for normal 
storage and aging purposes, the quantity of distilled spirits, alcohol, 
and wines on deposit in such department m: iv not be in excess of that 
required to meet the needs of the rectifying plant during 1 vear. To 
further implement this requirement the rectifier would be required to 
pay the tax on products entered into, the in-bond department at the 
time of withdrawal, and within 1 vear from their deposit therein, 
However, if the rectifier should find that he has no use for spirits on 
deposit in his in-bond department provision is made to enable the 
spirits to be returned to an appropriate bonded warehouse or store- 
room in accordance with regulations to be prescribed. 

Consistent with other requirements of the internal-revenue laws 
relative to liquors, a rectifier intending to establish an in-bond depart- 
ment would be required to file a bond in a penal sum not less than the 
amount of tax on distilled spirits, alcohol, and wines on deposit or in 
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ESTABLISH IN-BOND DEPARTMENTS OF RECTIFYING PLANTS a 
transit to the in-bond department at any one time plus the amount 
of tax on rectified produe ts for which the rectifier might be liable in a 
period of 30 davs. The maximum penal sum of the bond, consistent 
with other similar warehousing bonds, would be $200,000. 

This bill would also authorize the use of untaxpaid neutral spirits 
or alcohol, produced at a proof of 190° or more, in the production of 
gin or vodka in a separate part of the in-bond department designated 
as the special-process room. Under the present regulatory system, a 
distiller may use untaxpaid spirits of his own production in manu- 
faciuring gin and vodka and is not lable for tax on losses of spirits 
normally occurring in the manufacturing process, but a rectifier in 
order to manufacture the same producis, must procure and use tax- 
paid spirits. He loses not only the value of the distilled spirits lost 
in the manufacturing process but also the tax which he has paid on that 
quanuiy of spirits. It is understood that a considerable loss of spirits 
normally occurs in the manufacturing of gin and vodka. This places 
rectifiers producing gm and vodka in a disadvantageous position in 
attempting to meet the competition of distillers producing these 
products. The bill eliminates this disadvantage in the case of rectifiers 
producing gin or vodka by the same process as is authorized for the 
production of these products at registered distilleries. The produe- 
tion of vin and vodka by other processes would not be pe rmissible in 
the special-process room. The basic tax on gin and vodka so pro- 
duced would be payable upon the withdrawal of the gin or vodka 
from receiving tanks in such room, 

Provision is also made in the “58 for the allowance of losses of 
untaxpaid distilled spirits, alcohol, and wine in accordance with the 
respec tive provisions of internal-revenue law relating to such liquors 

The bill would also extend the provisions of sections 2913 (relating 
to penalty for unlawful removal or concealment of untaxpaid spirits 
2914 (relating to penalty on officer in charge of bonded warehouse for 
unlawful removal of spirits), and 3107 (relating to authorization for 
transfers of alcohol to other plants or warehouses) of the Internal 
Revenue Code to the in-bond department of rectifying plants 

The amendments recommended by the committee are of a technical 
nature. These amendments would conform section 2878 (a) of the 
Internal Revenue Code to changes that the bill would make, and 
would make applicable to the bill the provisions of Reorganization 
Plan No. 26 of 1950. 

This bill, if enacted, would become effective on the first day of the 
first month which begins 6 months or more from the date of enactment, 

The presence of untaxpaid distilled spirits, alcohol, and wines on 
rectifiers’ premises, would necessitate a greater degree of supervision 
of such premises. It is estimated that the increased supervision re- 
quired would cost approximately $400,000 per annum. There would 
be a slight loss of revenue to the Government since no tax would be 
collectible on losses of alcohol and neutral spirits normally oecurring 
in the process of manufacturing gin or vodka. 

The Treesury Department advised vour committee that it would 
nave no obj cties to cuaetment of this bill 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
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as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


INTERNAL REVENUE CODE 


SuBCHAPTER A—DISTILLED SPIRITS 


x . * * * * * 


Part IV-——In-Bond Department of Rectifying Plants 


SEC. 2896. WITHDRAWAL OF SPIRITS, ALCOHOL, AND WINES IN 
BOND. 


(a) Generat.—The Secretary may in his discretion, upon a showing of necessity, 
and pon the execution and filing of notices and bonds, authorize Gny qua lified re ‘ti fie 
as defined in section 3254 (g) to withdraw and transfer in bond distilied spirits from 
any registered distillery, including fruit distillery (such registered distillery and 


y ; 7 raf Is etsli pw j ‘oa + noaftt 
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7 ] referred to as ‘‘distillery’’) or inte rnal 
revenue bonded warehouse, alcohol from any industrial alcohol plant or honded ware- 
house, and wines from any bonded winery or bonded wine storeroom, to a separate 
portion of his rectifying plani (hereinafter referred to as the In-Bond Department) 
which shall be set apart and, except as provided in section 2897, used exclusively for the 
receipt and storage of such distilled spirits, alcohol, and wines pending tarpayment 
and removal for rectification and bottling and packaging subsequent to rectification 
or for bottling and packaging without rectification. 

b) Security or Premises.—The In-Bond Department shall be securely con- 
structed and shall be separated from other portions of the rectifying plant or contiguous 
premises as regulations shall prescribe. Permanent storage tanks not located within 
a room or building, such as are authorized at bonded warehouses, may in the discretion 
of the Secretary be approved as a part of the In-Pond Department. 

(c) Conrrot.—The In-Bond Department of a rectifying plant shall be under the 
control of the District Supervisor of the Alcohol and Tobacco Tax Division district in 
which the rectifying plant is located, and shall be in the joint custody of the storekeeper- 
gauger and the proprietor thereof, and shall be kept securely locked and shall at no 
time be unlocked or open or remain open except in the presence of such storekeeper- 
gauger or other person who may be designated to act for him. The keys to all govern- 
ment locks shall remain at all times in the custody of such storekeeper-gauger or in the 
custody of the district supervisor or such other person as may be designated by the 
district supervisor. 

(d) Transrers 70 InN-Bonp DepartMentr.—Distilled spirits may be transferred 
from any distillery or internal revenue bonded warehouse, alcohol may be transferred 
from any industrial alcohol plant or bonded warehouse, and wines may be transferred 
from any bonded winery or bonded wine storeroom to the In-Rond Department of a 
rectifying plant in approved containers and pipe lines, as regulations may provide. 
The quantity of distilled spirits, alcohol, and wines transferred to the In-Rond De- 
partment of a rectifying plant when added to the quantity of distilled spirits, alcohol, 
and wines on deposit in such In-Pond Department shall not be in excess of that 
re quired to meet the needs, for not more than one year, of such plant or of one or more 
additional plants operated by a subsidiary or affiliate on contiguous premises. 

(e) Payment or Taxes.— 

(1) Baste raxes.—The taxes imposed by sections 2800 (a) (1) and 3030 (a) 
shall, except as otherwise provided in paragraph (2), be paid by the rectifier at 
the time of withdrawal of the distilled spirtts, alcohol, or wines from the ‘‘In-Bond 
Department”’ of the rectifying plant in which they were deposiied. 

2) Time Limirarion.—-The tax imposed on distilled spirits, alcohol, and 
wines deposited in the In-Bond Department of a rectifying plant shall be due 
and payable one year from the date of deposit therein unless earlier withdrawn: 
Provided, That in no event shall the total pe riod of storage of distilled spirits in 
a bonded warehouse and in the In-Bond Department of a rectifying plant be in 
excess of the eight-year period prescribed by section 2879 (b). 

j ton p.—Every rectifier inte nding to provide an In-Bond Department for the 
receipt and storage of untaxpaid distilled spirits, alcohol, or wines for the purposes 
authorized by this section, or for the receipt, storage, and use of untaxzpaid alcohol 
jor the purposes authorized by section 2897, shall, upon filing with the Commissioner 
his notice of such intention, and before withdrawing any untaxpaid distilled spirits, 
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alcohol, or wines from any place of manufacture or storage, execute a bond in the 


form prescribed by regulations, conditioned that he shall faithfully mply t} 
provisions of law relating to the duties and business of a rectifier, and s} / 
taxes and penalties for which he may become liable The said bond 
penal sum not less than the sum of: (1) the amount of the tax on d l 
(including gin and vodka), alcohol, and wines on deposit or on hand in the In-B 
Department of the rectifying plant and in transit thereto at any one e, 7 
amount of the tax on rectified products that the rectifier will be uf to payinap vd 
of thirty days: Provided, That the penal sum of such bond shall not exceed the 
of $200,000. The provisions of section 2815 , (d), and (e) shal »f I pli- 
cable apply to bonds required under this subsection, 

qQ) TRANSFER oF Unusep Spirits, ALcouoL, p WINES ['ntaxrpaid distilled 
spirtts (except gin and vodka subject to the tac imposed by ction ?800 
alcohol. or wines on de posit ain the In-Bond Depart nto ( jing plant 
the rect fic r has no use, upon discontinuance of t int othe aso? ? j 
transferred fo an niernal reverlmue bond ad worepoiuse an nd triad a ho } 
i treehouse or a honded aipine / or ho? fed ( fo Oo? ct f a 


may provide. 


SEC. 2897. PRODUCTION IN BOND AND TAXPAYMENT OF GIN AND 
VODKA. 


(a) AUTHORIZATION Any duly qualified rect: fie ho has provided on } et /- 
ing plant premises an In-Bond De partment nm ace hanes i} ‘ Or OF » U 
te nde r regulations, use neutral spirits or alcohol prod “aatray 0t of TYU deare 
more in the production of yin or vodka in a separate portion of such department 
he re na fte rrete rred to as the NS pe cial Proce Ss Roon hice hea he seta deand ed 
exclustiely for the purpose. The Special Process Room shall be separated m other 
portions of the In-Bond De partment or other cor 140 ren f ind sha hye 
structed and secured as req? frons shall pret le 

(b) Manvractcrine Process The manufacturing process employed in the 
production of gin or odka in the S per ral Proce gs Ro ” } hye has that itho 
at registered distilleries and by which the spirits o )} pass through cont 
ous, closed stills, tanks, pipes, and vessels until the finis! no odka leposiled 
in lo« ke l recetving tank S locate i n such room 

(c) PaymMeENT oF TAXES The taxes imposed by ction 2800 (a 1) and by 
section 2800 (a) (5), of any, shall be paid by the rectif t the time of withdre of 
the gin or vodka from the receiving tank in the Special Pro Ro and hqginand 
vodka shall, upon tarpayment, be immediately removed fro hel jond Department 


SEC. 2898. LOSS ALLOWANCES. 


The provisions of sections 2901, 3113, and 3039 shall, insofar as app thle pply 
an re spect of losses of intax pat 1 distille ! spirits jin ana Odka), Alcona, 
and wines, respectively, occurring in the In-Bond Department of a rectifying nt 


or in transit thereto or therefrom. 


SEC. 2899. REGULATIONS. 
The Se cretary of the Treas “ry shall prese ribe such req tions as ma he nece ITy 
to carry out the provisions of this part, 
Part [IV] V— Miscellaneous Provisions Relating to Distilled Spirits 
*~ * * * * * * 


SEC. 2913. PENALTY FOR UNLAWFUL REMOVAL OR CONCEALMENT 
OF SPIRITS. 


Whenever any person removes, or aids or abets in the removal of, any distilled 


spirits on which the tax has not been paid, to a place other than the internal 
revenue bonded warehouse or In-Bond Department of a rectifying plant provided 
by law, or conceals or aids in the concealment of any spirits so removed, or removes, 
or aids or abets in the removal of, any distilled spirits from any such warehous 
or In-Bond Department of a rectifying plant authorized by law mn any manner 
other than is provided by law, or conceals or aids in the concealment of ar 


spirits so removed, he shali be liable to a penalty of double the tax imposed 
such distilled spirits so removed or concealed, and shall be fined not less 


$200 nor more than $5,000, and imprisoned not less than three months nor more 
than three vears. 
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SEC. 2914. PENALTY ON OFFICER IN CHARGE OF WAREHOUSE FOR 
UNLAWFUL REMOVAL OF SPIRITS. 

(a) OFFENS! Whenever any storekeeper-gauger or other person in the em- 
ployment of the United States, having charge of a bonded warehouse er /n-Bond 
Department of a rectifying plant, removes or allows to be removed therefrom any 
cask or other package, or removes or allows to be removed any part of the con 
tents of any cask or package deposited therein, otherwise than as provided by 
law, he shall be immediately dismissed from office or employment, aad be fined 
not less than $500 nor more than $2,000, and imprisoned not less than three 
months nor more than two years. 

(b) TRANSFER OF DUTIES. 

For transfer of powers and duties of Commissioner and his agents, see 
section 3170 


* x * 7 * » * 


SUBCHAPTER C—INDUSTRIAL ALCOHOL 


m x * * * * x 
Part Il—Industrial Alcohol Plants 
* * * * * * 
SEC. 3107. TRANSFER OF ALCOHOL TO OTHER PLANTS OR WARE- 
HOUSES. 


Alcohol produced at any registered industrial alcohol plant or stored in any 
bonded warehouse may be transferred under regulations to any other registered 
industrial aleohol plant or bonded warehouse for any lawful [purpose ) purpose, 


or to the In-Bond Department of a rectifying plant for use for beverage purposes only, 
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CONSIDERATION OF S. 241 


JuNE 24, 1952.—Referred to the House Calendar and ordered to be printed 


Mr. Comer, from the Committee on Rules, submitted the following 
REPORT 
{To accompany H. Res. 704] 
The Committee on Rules, having had under consideration House 


Resolution 704, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF H. R. 8122 


JUNE 24, 1952.—Referred to the House Calendar and ordered to be printed 


To aannR En ipmneeeeeeeeeeeeieneeeeeecnenannnERIEEE 


Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
{To accompany H. Res. 705 


The Committee on Rules, having had under consideration House 
Resolution 705, report the same to the House with the reeommenda- 
tion that the resolution do pass; 
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CONSIDERATION OF HOUSE JOINT RESOLUTION 8 
JuNE 24, 1952.—Referred to the House Calendar and ordered to be printed 


Mr. Detaney, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 706] 


The Committee on Rules, having had under consideration House 
Resolution 706, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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AUTHORIZING THE COMMITTEE ON INTERIOR AND 
INSULAR AFFAIRS TO CONDUCT AN INVESTIGATION 
OF THE BUREAU OF INDIAN AFFAIRS 


JUNE 24, 1952.—Referred to the House Calendar and ordered to be printed 
} 


Mr. Devaney, from the Committee on Rules, submitted the following 
REPORT 
{To accompany H. Res. 698] 


The Committee on Rules, having had under consideration House 
Resolution 698, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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CONSIDERATION OF H. R. 6544 


JuNE 24, 1952.—Referred to the House Calendar and ordered to be printed 


Mr. Devaney, from the Committee on Rules, submitted the following 
REPORT 
{To accompany H. Res. 707] 
The Committee on Rules, having had under consideration House 


Resolution 707, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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CONSIDERATION OF S., 1203 


JUNE 24, 1952.—Referred to the House Calendar and ordered to be printed 


Mr. Cox, from the Committee on Rules, submitted the following 


REPORT 
[To accompany H. Res. 708} 


The Committee on Rules, having had under consideration House 
Resolution 708, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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COMPACT OR AGREEMENT BETWI 
SEY AND THE COMMONWEALT ()] . ( 
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The Committee on Public Works, to whe 

H. R. S315) cranting the consent of Congress to a ipplem 
pact or agreement between the State of New Jersev and the ¢ 
wealth of Pennsvivanta concerning the Delaware River Port A 


formerly the Delaware River Joint Commission, and fe 
poses, having considered the same report tTavora 
amendments and recommend that the bill do pass 
The amendments are as follows 
Pave 2, line 12, after the word “thereo nsert a parenthes 
Page 24, line 8, after the word ‘desirable’? insert a com 
Page 26, line 2, after the word “opening” s e the wor 


substitute the word ‘to”’ 

The committee held hearings on H. R. 5502. H. R. 5508. and H. R 
5629, during which time testimony was offered by F 
local officials, Members of Congress, representatives of privat 
try, labor unions and civic organizations, and others inte ted in this 
leoislation 

At the conelusion of the hearings, the committ 
amendments to these bills, and H. R. 8315 was 
substitute measure 

The purpose of this bill is to give con#ressio1 >] 
mental compact which spells out the grant of power ythe Dy 
River Joint Commission which was established under 


and 1932 consent to develop and pron 
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the Delaware River by rail, highway, and water between Philadelphia, 
Pa., and Camden, N. J., and the sea. Heretofore, the Commission 
has operated and maintained the Philadelphia-Camden Bridge and a 
rapid transit system thereover for the transportation of passengers, 
and investigated and reported on the need for additional bridges or 
tunnels, and facilities for transportation, terminals, and port improve- 
ment to develop and promote the ports of Philadelphia and of Camden, 
and the use by commercial vessels of their facilities 

The principal changes effected by the supplemental compact would 

be (1) to change the name of the Commission to the ‘Delaware River 
Port Authority,” (2) to define as a port district the area of its opera- 
ions in Pennsylvania and New Jersey, (3) to extend its jurisdiction 
northward Lo the boundary line between Bucks and Philadelphia 
Counties as extended across the Delaware River to the New Jersey 
shore of said river, (4) to authorize the establishment of a rapid 
transit system for passengers, express, and mail between points 
within Philadelphia and points in New Jersey within the port district 
by extending exisiing facilities or consiructing new facilities for such 
sysiem, and (5) to authorize _ port authority, subject to prior 
approval by the | wegisl atures and the Governors of Pe Hns\ lvania and 
New Jersey, to provide other transportation, terminal or port improve- 
ment facilities needed for the commerce and welfare of the port 
districc, and subject to the written consent of the Governors. of 
sald Siates, to acquire the Tacony-Palmyra Bridge between Phil- 
dale County and New Jersey. 
The supplemental compact also covenants that its provisions shall 
not impair any right granted to the Pennsylvania Turnpike Com- 
mission or the New Jersey Turnpike Authority for the financing, 
construction, operation, and maintenance of one bridge across the 
Delaware River south of Trenton. The supplemental compact also 
takes into account any possible encroachment upon private enterprise 
by requiring the port authority, in its reports recommending new 
projects, to state its findings that present facilities operated by 
private enterprise which are to be supplanted, or added to, are not 
adequate. 

As introduced, H. R. 8315 would permit the use of bridge revenues 
for such nonbridge purposes as are limited strictly by this legislation 
to “properties or facilities for transportation, terminal, or port im- 
provement purposes.” In their reports to the committee, the Bureau 
of the Budget and the Bureau of Public Roads question the desira- 
bility of compelling interstate bridge traffic to support nonbridge 
facilities. Since, as was shown in the report of an official survey, 
only 4 9.04 percent of the vehicles c rossing the existing bridge continued 
without terminating their trips or making a major stop in the port 
district, it is anticipated that nearly all of the tolls would be collected 
from local users who, according to testimony presented to the com- 
mittee, have urged the pooling of such revenues for the related purposes 
of rapid transportation and port development for their own benefit 
as well as for the benefit of interstate and foreign commerce in general. 

The committee has recognized that, if the avin de ‘velopment pro- 
posed by the supplemental compact were entirely within the bound- 
aries of one State, as is true with respect to other ports in the country 
except the port of New York), the approval of the Congress would 
not be necessary because in that event such legislation is properly 
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within the competence and jurisdiction of the interested State, so long 
as construction would be approved with respect to navigation and no 
Federal funds would be involved. 

Having consented to a similar development of the port of New York 
the only other port lving within the territory or jurisdiction of two 


States, the Congress has ample precedent Lor approving this legisla 


a 


tion which provides the only practicable means for developing the 


Delaware River Port district ausay itally necessary CE nter of comme! 
Moreover, both the Congress and the United States Supreme Court 


have consistently encouraged and upheld the constitutional provisi 


} 


which recognizes that the States themselves have the power ar 


responsibility to agree among themselves and to deal in their own ) 
with interstate and regional problems, without burden t 
Nation aus a whole, subject only Lo thr Safeguarding olf the nial na 
interest by requiring the consent of Congress to such agreeme 
With respect to the other point emphasized by the Bureau of t 
Budget and the Jureau of Public Roads that thre bills Ol Pedi \ 
introduced might permit the perpetuation of tolls on bridges under the 
jurisdiction of the Delaware River Port Authority COnNUPaArS O 


Provisions of the 1946 sridge Act as amended, and t] 


lished Hy the Congress that interstate bridges should become toll-fh 
when the cost has been amortized by toll coll On l com 
has inserted a proviso in the bill which althoug 1, spec ee 
the said port authority from the operation of the 30-ve: 
provided for by section 506 of the General Brides Let ol 946 
amended, requires that the collection of tolls shall ise at the ¢ 
tion of 50 vears from the date of the op Lo Lite 
authority. of the bride latest ONS! | ) acequ 
after the effective date of this legislatio Phe pro 
requires that the rate of such tolls shall be to the pre on 
of section 503 of the General Bridge Act of 1948 
fore, since any possible Vale al ) ) 
toll rates, the Secretary of the Arm 
the passing On OF su ‘h watered capital vi to th 
trolling the toll rates to be chat 
reasonable and just 

It should be noted also that, as requested he D 
Army, the bill includes a provision spe¢ \ 
iuthority to the appheable provisions ol sec I ried he 4 
Bridve Act of 1946. as amended. and to s ‘ 
Harbors Act of Mareh 3, 1899 (35 | Seo ( 
wppror al of the Corps of Keneineers OL plans [fo hare ona tune 
about to be constructed, thus protecting nar tion on the ) 
River 

As requested by the Treasury Department, the committe 
included in the bill a provision that the consent of Congres ven b 
this legislation shall not be construed to affect the appli tion of tl 
internal revenue laws of the United Stat to tl 
securities or obligations issued by the port authority, t! 
and the ineome therefrem meluding ny Vol 


thereof 


Reports received from Federa uel ortl 
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THe SECRETARY OF COMMERCE, 
Washington, May 28, 1952. 
Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 


Dear Mr, CuHairMan: This letter is in further reply to your request of Septem- 
ber 29, 1951, for the views of this Department concerning H. R. 5503 and H. R. 
5509, identical bills granting the consent of Congress to a supplemental compact 
or agreement between the State of New Jersey and the Commonwealth of Penn- 
sylvania, authorizing the Delaware River Joint Commission to construct. finance, 
operate, maintain, and own a vehicular tunnel or tunnels under, or an additional 
bridge across, the Delaware River and defining certain functions, powers, and 
duties of said commission, and for other purposes. 

On October 19, 1951, at the request of your committee, this Department sub- 
mitted to you a report with respect to H. R. 5503. Due tothe urgeney of your 
request we were unable to obtain the advice of the Bureau of the Budget with 
respect to that report. 

Since that time, the Department has had occasion to make further study of the 
problems involved in H. R. 5503 and H. R. 5509. The current position of the De- 
partment, taken after further study of the bills and the problems involved, is set 
forth in the attached report. We therefore request that this report be substituted 
for our earlier report of October 19, 1951. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report to your committee. If we can be of 
further assistance in this matter, please call upon us. 

Sincerely vours, 
CHARLES Sawyer, Secretary of Commerce. 


RevORT OF THE DEPARTMENT OF COMMERCE ON HL. R. 5503 ann H. R. 5509 


The supplemental agreement or compact recited in the bill and proposed for 
the consent of Congress would add a new article to the compact between New 
Jersey and Pennsylvania, consented to by Congress on June 14, 1932 (47 Stat 
308), concerning the Delaware River Joint Commission This new article would 
empower the Delaware River Joint Commission, by whatever name said com- 
mission may be designated, in addition to other powers and duties conferred upon 
struct, operate, maintain, and finance an additional bridge at the location 
ndicated for vehicular traffic across the Delaware River between Philadelphia 
and Camden, or, in lieu of sueh bridge, a tunnel or tunnels for vehicular traffie 


under the Delaware River at the same location between said cities, with necessar\ 


r, to col 


approaches and highway connections to such proposed new bridge or tunnel. 
Section 3 of the bill would authorize the commission to fix, charge, and collect 
or other charges for the use of any bridge or tunnel heretofore or hereafter 


mtrolled, constructed, or acquired by the commission, and to combine anv such 
bridges or nnels not only with one another but with any railroad, rapid-transit 


1 


system, or other properties or facilities heretofore or hereafter established, cor 


ed, constructed, or acquired by the commission for transportation, terminal, 
Or port improvement purposes ; and to combine the tolls or revenues therefrom 


and ise or pledge any such tolls or other charges for the purpose of financing 


acquiring, constructing, operating, Or maintaining any facility or facilities, all to 
the extent provided by the provisions of the aforesaid compact as amended and 


supplemented In the exercise of such authority, section 3 would expressly 
exempt the commission from compliance not only with the General Bridge Act 
of 1946, as amended, but also with the provisions of anv other act of Congress 
heretofore adopted, including any act or resolution of the Congress that authorized 


or consented to the construction or acquisition of anv highway bridge or tunne! 
that might be constructed or acquired by the commission. In othe r words, the 
bill would permit highway bridges and highway tunnels under the jurise 
of the commission to be combined for financing purposes with any other properties 
and facilities of the commission regardless of t! | 


tion 


ier nonhighway character, and 
would authorize collection of tolls or other charges on all facilities so combined 
vithout any limitation as to time. In its present form, therefore, the bill would 

t 


be in direct conflict with legislation heretofore enacted by Congress with respee 





to having a limitation on the combining of his iway bridges and highway tunnels 
for financing purposes and as to the maximum period of 30 vears during which 
tolls may bé charged for such purposes, and would grant complete immunity to 


+} } 


1e commission from existing Federal statutes imposing such limitations and also 
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I ) 
with respect to existing requirements of Federal law that toli- a u 
and just and that the Secretary of the Army may prescribe the reasona 
of such tolls. 

In anv consideration of the pending bills, H. R. 5503 and H. R. 5509 
should be taken into account the provisions of the bills, H. RB. 5502 and UH 
5508, now before Congress proposing to grant its Consent to another suj 
compact or agreement between New Jersey and Pennsylvania which wo ( 


the name of the Delaware River Joint Commission to the Delaware River P 


Authority, and broaden its powers and authorize it, among other things 
y, | 


struct, acquire, maintain, and operate bridges and tunnels and various and > 
tvpes of nonhighwavy facilities for the improvement and development of 


district’? which would embrace Delaware and Philadelphia Counties in Pet 

vania and all the territory within eight counties of New Jersey comprising 
practically the whole southern half of said State. Said bills, H. R. 5502 and H. BR 
5508, would empower the authority to combine for financing purposes all facilities 
under its control and jurisdiction and to collect tolls or other charges for the use 
thereof without any limitation as to time, and would exempt the authority fron 
any Federal statutes imposing limitations with respect to such matters. The 
Department, in its report on H. R. 5502 and H. R. 5508, outlined in considerable 


detail the factors involved which would make it highly inadvisable to authorize 
highway bridges and highway tunnels to be combined with nonhighway facilities 
and permit tolls to be collected thereon without any limitation as to time and thus 
subject the highway bridges and tunnels to the perpetuation of tolls to support 
various and sundry facilities having no direct relation to such highway brid 





ges 
and tunnels. The Department, therefore, recommended that H. R. 5502 and 
H. R. 5508 be amended so as to prohibit any highway bridge or highway tunnel 
from being combined for financing purposes with anv facility other than a highway 
bridge or highway tunnel, and to require that when the tolls on any such highway 
bridge or tunnel or of anv two or more such highway bridges or tunnels that may 
be combined shall have provided a fund sufficient to amortize the cost of their 
construction, within not to exceed 30 vears as provided by the General Bridge 
Act of 1946, the collection of tolls thereon shall cease 

Since all four bills relate to the same commission (Delaware River Joint Com- 
mission which would become the Delaware River Port Authority under H. R 
5502 and H. R. 5508), and are subject to the same type of objections as indicated 
above, it is recommended that H. R. 5508 and H. R. 5509 be amended in the same 
manner as suggested by the Department with respect to H. R. 5502 and H. R 
5508. This can be accomplished by amending section 3 by striking out the 
language beginning with the word ‘‘Notwithstanding’’, line 1, page 13, down to 
and including the word ‘commission’, at the end of line 7, page 13, and by 
inserting in line 4, page 14, after the word “supplemented” a comma and the 
words ‘‘as consented to by the Congress,’ and by changing the period after the 
word ‘‘commission”’ in line 6, page 14, to a colon and inserting the following 
proviso: 


d for 
financing purposes with any facility other than a highway bridge or highway 
tunnel, and the tolls or other charges collected for the use of any such bridge or 
tunnel shall not be pledged or used for the purpose of financing any facility other 
than a highway bridge or highway tunnel, and when the revenues derived from 
tolls and other charges collected on any such highway bridge or tunnel, or on any 
two or more such highway bridges or tunnels that may be combined into a single 
project for financing purposes, shall be sufficient, in addition to meeting necessary 
annual maintenance, repair, and operating costs, to amortize that portion of the 
cost thereof not vet amortized, as soon as possible under reasonable charges, but 


“Provided, That no highway bridge or highway tunnel shall be combine 


within not exceeding thirty vears from the date any such highway bridge or 
tunnel may hereafter be constructed or acquired when not combined in a project 
with other highway bridges or tunnels, or within not exceeding thirty vears from 
the date on which the last highway bridge or tunnel combined in such project was 
completed or acquired, the collection of tolls on any such bridge or tunne}, 
dividually or in combination, shall cease.”’ 


The Department would interpose no objection to the enactment of H. R. 5503 
or H. R. 5509 if amended in line with the above recommendations 

We have been advised by the Bureau of the Budget that there would by 
objection to the submission of this report 
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ExXEcuT! OFFICE O roe Pres N 
BUREAU OF THE Bunce’ 
Wa fa a Va ; j 
Hon. Cuarues A. BUCKLEY 
( ’ tin. Committee or P hlic Wo 


House of Representatives, Washington. D. ¢ 


My Dear Mr. CuatrruMan: The at 


\ tention of this office has been called to H. J 
5502, H. R. 5508, and H. R. 5509, bills granti roval of ‘ 
supplementary compacts between the Stat e Commor 
wealth of Pennsylvania which have been ttec Ch 
office was requested by the Senate Committ advise tha 
committee of the views of this Office on related it committe 
\ report covering these two related bills, 8 iddressed to 
the chairman of the Senate Committee on Publi 2 1952 | 
order that your committee may have available ie information and views 
which were presented in the Bureau’s letter of May 2, 52, 1 he Senate co 





mittee, copies of our letter are enclosed 


Sincerely vours, 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupcert, 
Washington, D.C... May 2, 1952 
Hon DENNIS CHAVEZ, 
Chairman, Senate Committee on Public Wo 
Senate O fhice Ru ding, Wasi ngton, te 


My Dear SENATOR CuHavez: This is in answer to vour letters of September 28, 
LOS], inviting the Bureau of the Budget to Comment on Ss. 2187. granting the 
consent of Congress to a supplemental compact or agreement between the State 
of New Jersey and the Commonwealth of Pennsylvania concerning the Delaware 
tiver Port Authority, formerly the Delaware River Joint Commission, and for 
other purposes, and 8. 2188, granting the consent of Congress to a supplemental 
compact or agreement between the State of New Jersey and the Commonwealth 
of Pennsylvania, authorizing the Delaware River Joint Commission to construct, 
finance, operate, maintain, and own a vehicular tunnel or tunnels under, or an 
additional bridge across, the Delaware River and defining certain functions, 
powers, al d duties of said commission, and for other purposes. 

The bill, S. 2187, grants the congressional consent, requirea by constitutional 
provisions, to a supplemental compact between the State of New Jersey and the 
Commonwealth of Pennsylvania. Sections 2 and 3, independently of the approval 
given by section 1 to the amended agreement, confer additional powers and 
authorities upon the Delaware River Port Authority. ‘The supplemental compact 
presented for approval enlarges the jurisdiction and scope of the Delaware River 
Joint Commission which was heretofore created as a public corporate instru- 
mentality of New Jersey and Pennsylvania, an enlargement designed principally 
to enable this governmental instrumentality to improve and develop the district 
for port purposes and integrate the transportation facilities in the territory within 
its jurisdiction. 


his measure proposes major departures, in several respects, from the General 


Bridge Act of 1946, the applicable general Federal law. ‘These departures are 
1) permitting the pooling for financing purposes of two or more bridges, (2 
authorizing the use of bridge revenues for purposes other than for amortization 
of the bridges, (3) permitting the rates of tolls on bridges to be fixed by the 
Delaware River Port Authority instead of by the Secretary of the Army, and 
(1) permitting the collection of tolls or other charges after a bridge has beet 


amortized 

This office believes there is no objection to the pooling for financing purposes 
of two or more bridges or of bridges and tunnels which are so closelv interrelated 
as would be the case in this instance. We realize that such pooling for financing 





purposes may result in continuation of tolls on one or more of the bridges thus 
pooled bevond he time which woul j otherwise be pe rinitted It is our vlevy 

however, that ar such departures from the poliev of the Bridge Act of 1946 
respecting the termination of tolls within 30 vears should be sparingly permitted 


and onlv upon a showing of the necessity therefor and of the impracticabilit) 
} 


1 of CATS O , AS IS neeCessary mader 


conforming to the general poliey If exceptions are to be granted, it is our view 


ie extension should be for such 
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the ecirecul Lnces 1 he pArtic¢ Y ( \ 
ot the Seer Y hig \rry te ( 
Lair al readsonat Sho i ot lb - i 1 

Che principal issue whi s bill preset 
Thre pooling at r ¥r-CrToss v i { er-¢ ‘ 
toll 7 enues from this combinati I ! 
or operat of ‘ irious other facilities emi { 1 ris 
transit - ten ro other properties or tae ! rta 
port improvement purposes ! i ! 
trolled, ¢ st! ed, or acquired | ( 

yrirniit \ recognize tl ul ’ ! 

es from the prevaill POLICY I} 
interstate traffic to suppert other fa : re 

hich would probab be pri i i I f 
Withinad bryite | i »s. 218 tneretor i 
importance, not only with respect to the port authority prope 
also with respect to future port rity o17 = fe re 
legislation may serve as a precedent Phese « re! S 1 interstate 
traffic be so burdened and asked to contribute to t pport ~ O¢ aciitie 
and local development; (2) sho this supp ! I le aval 
able to this public instrumentality by the State Ne Jersey and 1 ( 
wealt!: of Pennsylvania; (3) is it equitable and to lire bridge users t 
contribute to the support of the mero 1; rt de y 
facilities—-so largely of direct service to cor rela el hick ndoubt 
edly be required for t he conti! ued aevelop t < ic? i ar port ! ( 
these other developments be require 1 to charze fees for t} r ust } t ! K¢ 
them self-supporting without subsidy from bridze revenues? While the 
tions are ultimate!y for resolution by the Congre the Department ot Commerce 
in the report which it is presenting upon the registers obj ( eC] 
sion of toll income from river crossings to support 1 river-crossi port develoy 
ment facilities. Th the light of this objection, we are sure that the Congres 
wish to consider very carefully the appropriate answers to these questi 

The Federal Government most certainly is not disposed to impede the develoy 
ment and improvement of the transportation and port faeilitic f the P 
vania-New Jersey area in questior At the sam ‘ Ss prope! ee eoacciaee 
that such an objective be accomplished only with due cor lerati f the intere 
and welfare of the general public, particular t se of thie terstate travels ho 
is obliged to use river crossings and te Dav for The B ea Or it 
reason, has felt that it should emphasize to the co tte ( sue of whether 
inte e bridge traffic should be compelled ribute é por 
bridge facilities primarily local in character o1 hie ‘ ‘ rt | 
from the States involved or the Isers thereotl 

The Treasury Department, in the attached 
office, has suggested the desirabilitv of amending s f S, 2187 rder t 
preserve the application of the Federal internal revenue laws to the bonds or el 
securities or obligations of the commission, their transfer, and the e there 
from We agree that the adoption of this proposed amet ent ( irif 


the tax provisions of the bill. 

We wish to mention two other features of t f a more detailed or tee} 
nical nature First, it appears that the proposed auth atior section 2 for 
the Commission to construet br 1 
pursuant to the General Bridge Act of 1946 his duplicat authority therefore 





appears to be unnecessary and might raise sor lout to the applical 
of the General Bridge Act of 1946 to any bridge « tructed by the Commis 
Second, with respect to the provisions of section 2 which authorize the construe 
and operation of railroad facilities and of a rapid transit syst yointe 
that the Interstate Commerce Commission is pre I respo ble f author I 
construction of railroad lines to be used for com Cal ! rvies | 
this existing statutory requirement for Interstate Commerce Com appl 
it would seem desirable to avoid anv separat bn sy al statutor vutheor { 
for the establishment of ch rail wisport 

In connection wit ) eratio ! 
note that the enact ent of S. 2] Ve i i i 
would ry author ed 4 ! ‘ Leu I ! } 
fiver Joint Toll Bridge Commissio ilrea 
} Public Law 287 (S2d Cong | 
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tion of the committee. This office is not aware of any objection to such dupli- 
cating authority. 


S. 2188 grants the congressional consent, required by constitutional provisions, 


to a supplemental compact between the State of New Jersey and the Commot 
wealth of Pennsylvania. The basic problems presented by this bill in substanes 
are the same as those involved in 8. 2187. The above comments with 
to S. 2187 are, therefore, generally applicable to 8. 2188 

Sincerely yours, 


respect 


ELMER B. Sraats, Assistant Director 


TREASURY DEPARTMENT, 
Washington, Feb ary 27. 1952 
Hon. Freperick J. Lawton, 
Director, Bureau of the Budaet, 
Washington, D.C. 

My Drar Mr. Lawton: Reference is made to the request under date of 
February 13, 1952, for the views of this Department with respect to 8. 2187 and 
S. 2188, bills granting the consent of Congress to supplemental compacts or 
agreements between the State of New Jersey and the Commonwealth of Pennsyl- 
vania It is noted that with respect to S. 2187, in article XI of the amended 
compact, the following provision appears: * * * “and the bonds or other 
securities or other obligations issued by the commission, their transfer and the 
income therefrom (including any profits made on the sale thereof) shall at all 
times be free of taxation within the Commonwealth of Pennsylvania and the 
State of New Jersey.”’ While such language in a compact between two sovereign 
States might, without more, not be construed to affect in any manner the appli- 
eation of the Federal income tax laws to such bends and their income within the 
two States, the consent of Congress to such a provision might give rise to some 
confusion. 

In order to avert any possible difficulties along this line it is suggested that 
there be inserted before the colon on line 5, page 2, the following language: ‘': And 
provided, That the consent of Congress hereby given shall not be construed to 
affect in any manner whatsoever the application of the internal revenue laws 
of the United States to the bonds or other securities or obligations issued by the 
commissioner, their transfer and the income therefrom (including any profits made 
on the sale thereof).’” While language similar to that in S. 2187 is not found in 


S. 2188, in the event of any amendment by the Congress to 8. 2188 along such 
lines it would seem desirable to provide similar language to that suggested above 
for insertion in 8. 2187. 
Very truly vours, 
E. H. Foiey, 


Acting Secretary of the Treasury 


May 20, 1952. 
Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
louse of Representatives, Washington, rs 45. 


Dear Mr. Cuarrman: This letter is in further reply to your communication 
of March 21, 1952, requesting the comments of this Department concerning 
H. R. 5629, a bill granting the consent of Congress to a supplemental compact 
or agreement between the State of New Jersey and the Commonwealth of Penn- 
svlvania concerning the Delaware River Port Authority, formerly the Delaware 
River Joint Commission, and for other purposes. 

There are enclosed two copies of a report which this Department has submitted 
to the Senate Committee on Public Works with respect to S. 2187, an identical 
bill. We have been advised by the Bureau of the Budget that there would be no 


objection to the submission of this report to your committee. 


If we can be of further assistance in this matter, please call upon us 
Sincerely vours, 


CHARLES Sawyer, Secretary of Commerce 
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REPORT OF THE DEPARTMENT OF COMMERCE ON 8S. 2187, A BILL GRANTING THI 
CONSENT OF CONGRESS TO A SUPPLEMENTAL COMPACT OR AGREEMENT Bt 
TWEEN THE STATE OF NEW JERSEY AND THE COMMONWEALTH OF PENNSYLVANIA 
CONCERNING THE DELAWARE River Port AuTHORITY, FORMERLY THE |) ELA- 
WARE River Joint COMMISSION, AND FOR OTHER PURPOSES 


S. 2187 would grant the consent of Congress to a supplementa ympact 
agreement between the State of New Jersey and the Commonwealth of Per \ 
vania concerning the Delaware River Port Authority, formerly the Delawar 
River Joint Commission. The supplemental ag 
in the bill, changes the name of the Delaware River Joint Commissi 
Delaware River Port Authority It would broaden the powers heretofore granted 
to the Delaware River Joint Commission and would authorize its successor 
Delaware River Port Authority, among other thing to construct, ar 








maintain, and operate bridges and tunnels and other facilities of vario 
including freight terminals, railroads, airports, aircraft, ferries and harbor craft 
wharves, ship repair vards, radio stations, ¢ ‘ itors, and warehouses, for the 
improvement and development of the port district, a vith autt tv to exe 

the right of eminent domain within the pore district The port district i 
defined in the compact, would cover all the territor thin the e ties of D 
ware and Philadelphia in Pennsylvania, and all 1 rritory within the fo 


eight counties of New Jersey: Atlantic, Burlit n, Camd Cape Mav, Cumber 
land, Gloucester, Ocean, and Salen 

The purpose, functions, and scope of authorit f the proposed Di ur 
River Port Authority would be similar to those of 1 existing Por New \Y 
Authority in that it would be empowered to esta perate, and f 
unified and integrated basis mult 











iple ) . promote t 
of a densely populated and it lustrialized m ropolitan and port are 
foreign and domesti¢ commerce Becaus I e great Cost In 1 
struction, maintenance, and operation of fac for the developme: 
area it has been urged that al! such faci 13 iding highway g 
way tunnels, serve one common purp and ar interrelated 
be combined for financing purposes, with t ther arges lor 
all C4 i uta 
i wid aspect 

correspondence during e mid é | 
which then was in the Department of Agricultur { Por New ¥ 
Authority, the only such authority then it At 
legislative proposals wer ler considerat v 
the necessitv of ena ‘ cial bill 

ad } ie’ ¢ Pr 
his eonr { } Roa | ‘i 
York Autho May 16, 1938, a 
f ( ng } ! i ( 

}? ( a bor 

y . , 
i i \ 4) { i ) T 

I} | T i I ! 

eeded ‘ ! i ¢ 
po this ] i 

‘ e br ‘ | ( i 
or a ta 1}) T rel ( t i 
nthe ae ( ( t 
incorporated ) era 

Obvious i 

’ Operat i ' i i 
whi ca “ ! 1 \ 
policy is to exemp \ : 
eau ) ~ } 

i ry esigha 1 

The Port of New York A creat 
of its kind existenc ) 0 ve 
circumstances inve ‘ ( 
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tion with the administration of its Federal-aid road activities or otherwise 
However, in view of the enactment of similar legislation in the Eighty-first 
Congress (Public Law 743) consenting to a compact between Missouri and 
Illinois creating the Bi-State Development Agency and the Bi-State Metropolitan 
District to comprise three counties in Illinois and the city of St. Louis and three 
counties in Missouri, and introduction of the pending bill (S. 2187) proposing 
to grant consent to a compact creating the Delaware River Port Authority which 
would have control over a port district extending across the State of New Jersey 
to the Atlantic Ocean and comprising all of eight counties that constitute practi- 
cally the whole southern half of said State, together with intimations of other 
like proposals to follow, a different situation is now presented which makes it 
desirable that the whole subject be carefully reviewed to determine a proper and 
consistent policy that should be followed by this Department with respect to 
such proposals in the future. Such review and reconsideration of the whole 
matter should take into account the following factors: 

1. The propriety of combining for financing purposes highway bridges and 
highway tunnels with nonhighway facilities of various types not directly related 
o such highway-crossing facilities, as proposed by 8S. 2187, and thus make it 
possible to subject the highway bridges and tunnels to perpetual tolls to support 
such nonhighway facilities is open to serious question; 

2. Highway bridges and highway tunnels, like the public highways of whic! 
they form a part, are designed primarily for free use for business, pleasure, and all 
ther daily activities of life by all members of the general public with their ow: 
privat ywned vehicles, for which right and privilege they pay license fees on 
the vehicles used and taxes on the gasoline consumed, the revenues derived fron 


+ 





such sources usually being applied to public highway construction and mainte- 
nance. While highway bridges and highway tunnels in any area such as that in- 
volved serve & common p ol of traffic and are mutually complementary ors ipple- 
mentary to each other in the fulfillment of that function, they nevertheless would 
be competitive if financed separately with provision that each be freed of tolls as 














soon as toll revenues derived therefrom would amortize its cost of const ‘tion, 
Highway bridges and tunnels, therefore, might justifiably be combined with each 
other for financing purposes under the circumstances here i d be subject 
0 tolls until the eost of the facili ies sO « nil int 1 | is | | but hey 
should 1 be combined with or required to assist in finan facilities of 
in entirely different character as proposed by 8S. 2187 
The various and sundry nonhighwav port-development facilitic 
S. 2187 ar ) be distinguished from highway bridges and highway nels 
the d be used primarily by private commercial cor 
r ess enterprises and should be self ppor i 1 
! ‘ of like re, but should not be yned for fina 
s v bridges and highway tunnels: a 
wi VW ! 1 Hnignwa by dar or ‘ l i eA 
y er highway bridges or tunnels - rea for fina 
I es ul oO col ed s ld be ib jec tolls only f 
i i i? wo? Wig the 0 1 the I i 
I hich tolls may be collected to be prescribed law or ce 
ed I int to authority to be vested in the Secretary of the Ar ol 
Federa al as may be designated by the Congress In other words, there 
tory provision pursuant to which such highway bridge and 
? wil ltimatel become fre 
I} = —D par eretor DAs ve ver! eareiu ( s te ratio. » Tite \ rie 
uiter and f th ew that legislation granting msent to compacts of the 
natur lved Ss. 2187 should b conformity wit! e pl pie ‘ I 
preceding paragra} umbered 1 to 4, inclusive 
Section 3 of S. 21S7 attemp 4 mpt t Delaw tj P \ ! 
I complia ) wit! ( ral Bridge Aet of 1946, as an ie 
} wit} eproy ys of ar ther act of Congress her re adop | j 
i u Y sol f e Congress that au 1 door cor ed to 
str nm or acc f ar highway bridge or tunnel that might b mist { 
i red b ea In ot r words. j ‘ ld} » dir y ( j 
; ta had ( ry A } wT oD i ) ry it 
ymbinineg ; ‘de nd hig nnels for finan pury 
) ar eriod durit \ ! lav | charged Tor l D post i vi 
grant ) lete imn to ’ Di 1 opera hs [ro , 
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secretary of the Army mav preseribe the r 














ously, section 3 of the Dulas t00 broad and sho ‘ 
It therefore is sugg sted that said section be ar led 
language beginning with the word ‘Notwithstanding 20 
and including the word “commission”’ e 1, page 25 | el 
page 25, after the word ‘'s Ippiemented™ a ia i ( 
Congress’’, and by char g the period after r mit 
page 25, to a colon and inserting the folk oY 
‘Provided, That no highway by ! i aa 
financing purposes with ar \ ia Itv othe i £ Va i re 
tunnel, and the tolls or other charges ¢ cle f i! c 
tunnel shall not be pledged or used for th, I cing a { 
ige or } ighwWwa tunne i ( f ler 
largess collected o cl y ( ! ! 
ighwavy bridge iInnels 1 
purposes, shall be sufficient, vdd ecting ne 
ual Mainte hance, repair, and Operat yy 0 i I it } 
cost thereof not vet amortized, as soor is POss ( ( rie ( I 
Within not exceeding thirty vears frot the date a p i ridge or re 
may hereafter be constructed o7 acquired mhined ' 
other highway bridges or tunnels. o7 ! ‘ gy thir ? I the 
date on which the last highway bridge or 1 inne i roje 
completed or acquired, the collection o bridge o 
vidually or in combmation, shall cease 
Attention is invited to the fact tha ‘ olIMpar r ed } pend 
would empower thie Delaware River P rt \ horit ada Oo! ) rhe v . 
powers whicl wou | De Cor fi rred Dor { toa re ) | renas rt l¢ 
nation the existing Taconv-Palmyra Bridge w rosses the De ire River 


Palmyra, N. J It is understood that t lacony-Palmyra B 
1948 to the Burlington County sridge ( but that 














> a Si L¢ i ii¢ t 
New Jersey Supe nor Court to be hit raud and rr OY 1 ¢ y 
ordered the sale to be set aside. It is further lerstood i he N Jerse 
Supreme Court recent has confirmed the d on of tl wer I lir 
said sale In addition, it should be pointed it that the States of Py nia 
and New Jersey his Vi entered it to an 9 } ( | 
Delaware River Joint Toll Bridge Com : a commission ha p r ( 
of bridges over a certain portion of the Delaware River north of PI lely 
to acquire the Tacony-Palmyra Briags S. 1938. grantins ; ( 
gress to this other con pact, has been « nacted inte 4 
The Department of ¢ ommeree would ye ectior : 
S. 2187 if it were amended in line with 1 ove 1 mmendatior 
\ 
Hon. CHari my ’ 
Chairme ( f me Pub Wy 
fhe P nia . 
Cy j Referens 
respect fm... &. 6508. H.. ] HO HH 628, | 
rst se © t ~ { " ( 
iY agre nt betwee ‘ N ( 4 (‘or 
wia, authoriz 1) r J ( 
( perate, mainta al ‘ 
tithe il bridge aer 1) i } , f 
functions, pow und du of said cor nNOS 
Secretary of Def s delegated to the Der - 
bility for expr tl ePWs of ‘ Dep ? ) 
The Department of the Army, o } t ) 
considered t f Ils, and offers no obje ‘ 
amended as hereinafter reeommended 
Byoar act pproved leby larv 1: 1921 ~ 0 ( . 
Vas granted to the Delaware River ] J t 
bridge across the Delaware River b ( | idelphia a ( \ ! 
ance it} @ provision I e& General | 1 \ ( Niay WE | ~ 
191-198 lhe General Bridze Act o Wye 
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prior approva t ation and plans of a proposed bri regula 
ion of | re tolis by the Secretary ol Army, | it does 1 luri 
hich tolls may ‘ irged \ compact « tered into by Nev 
sersc J y ] “ol. tk Vi I e conset or Co ress tf reso 
ition approved June 14 932 (47 Stat. 308), created the rae 
Comunission, for the following principal purposes L}i 78 al 
ance of the Philadelphia-Camden Bridge 2) The esti ra 
and maintenance of railroad or other facilities for transporti passengers acre 

uid brid Tee extensions thereo 

se’ ’ | of said bills would en the cons of Congress to a suppt enta 
wreemel! si i the Governor of N Jersev on August 23. 1951. a 
Governor of Pennsyv!vania on August 30, 1951, whic! amends the or | omp 
1) vl i arti Xf] \ ithor The 1) awa River I mit 4 1 0) 
to construct an additional bridge or tunnel approximately 3 miles downstrear 
rom the existing Loe 

Section 2 of the bills would authorize the Commission to construct, finanes 
yperate, maintain, and own the bridge or the tunnel or tunnels. Aithough section 
| provides that notvning contained in the Supplemental iwrecmnel! Shali be Col 
strued to affect the jurisdiction of any department, officer, or official of the United 
States over or in regard to any navigable waters, bridge, or other facility, it is not 
lear that the Commission would be required under section 2 to submit a map of 
he location and plans of any proposed bridge or tunnel for the approval of 
Secretary of the Army prior to its construetion. It is therefore recommended 
that the period at the end of section 2 be changed to a comma and the following 
‘lause added: “in accordance with the applicable provisions of the General 


Bridge Act of 1946 (33 U.S. C. 525-533) and section 10 of the River and Harbor 
Act of March 3, 1899 (33 U.S. C. 403).” 


Section 3 of the bills would authorize the Commission, notwithstanding any of 
the provisions of the General Bridge Act of 1946, to combine any two or more 
bridges, tunnels, and other facilities for financing purposes, and to collect tolls 
without any limitation as to time. The attention of the committee is invited to 
the fact that legislation has been vetoed which does not give assurance that a 
bridge shall be maintained and operated free of tolls after the recovery throug! 


olls of its costs of construction and the actual cost of mainte 
operation during the toll period. 
The bill does not involve the expenditure of funds by the United States 


This report has been coordinated among the departments and boards In the 





Departme? t ol Defense in) accordance with the procedures pres¢ ribed by the Seere 


ary of Defense 


The Bureau of the Budget has advised that there is no objection to the sub 
ssion of an identical report on 5S. 2188, a companion bill. 
FRANK Pac Jr., Secre y of ti | J 
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The bill would crant the consent of Conecress ta a cunniemental 





X 1952 


82pn Concress } HOUSE OF REPRESENTATIVES | Don 
2d Session 1} No. 2294 


GRANTING THE CONSENT OF CONGRESS TO A SUPPLEMENTAI 
COMPACT OR AGREEMENT BETWEEN THE STATE O NEW 
JERSEY AND THE COMMONWEALTH OF PENNSYLVANIA, Al 


THORIZING THE DELAWARE RIVER JOINT COMMISSION TO CON 
STRUCT, FINANCE, OPERATE, MAINTAIN, AND OWN A VEHICIl 
LAR TUNNEL OR TUNNELS UNDER, OR AN ADDITIONAL BRIDGI 
ACROSS, THE DELAWARE RIVER AND DEFINING CERTAIN FUN 
TIONS, POWERS, AND DUTIES OF SAID COMMISSION 


JUNE 24, 1952.—Committed to the Committee of the Whole Ho 


of the Union and ordered to be printed 


Mr. Buck.ey, from the Committee on Public Works, submitted the 


following 


REPORT 


[To accompany H. R. 8316 


The Commiitee on Public Works, to whom was referred the bill 
(H. R. 8316) granting the consent of Congress io a supplemental 
compact or agreement between the State of New Jersey and the Com- 
monwealth of Pennsylvania, authorizing the Delaware River Joint 
Commission to consiruct, finance, operate, Maintain, and 
vehicular tunnel or tunnels under, or an additional bridge 
the Delaware River and defining certain funciions, powers, and duties 
of said Commission, and for other purposes, having considered the 
same, report favorably thereon with amendments and 
that the bill do pass. 

The amendments are as follows: 

Page 4, line 3, afier the word “Commission” insert a comma. 

Page 14, line 4, afier the word “opening” strike the word 
and subsiitute the word “to”. 

The committee held hearings on H. R. 5503, H. R. 5509, and H. R 
5628, during which time testimony was offered by Federal, State, and 
local officials, Members of the Congress, representatives of private 
industry, labor unions, civic organizations, and others interested in 
this legislation. 

At the conclusion of the hearings, the committee adopted certain 
amendments to these bills, and H. R. 8316 was introduced as a sub- 
stitute measure. 


OWT & 


HcCross 


recommend 


Str 
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The bill would grant the consent of Congress to a supplemental 
compact which would authorize the Delaware River Joint Commis- 
sion, established under a 1931 compact and 1932 consent, by whatever 


name said Commission may be designated, to finance and construct 
an additional crossing over the Delaware River, either bridge or tunnel, 
between Philadelphia and Camden, to be located 2 or 3 miles south of 
its existing bridge, but only upon the filing with the Commission of 
the written consents by the Governors of the two States. 

The supplemental compact would regulate the undertaking of the 
new construction and would clarify and modernize certain incidental 
powers vested in the Commission. The bill would permit the Com- 
mission to combine into one project, for financing and operating, the 
new crossing and any other of the facilities it provides for the public. 

It is contemplated that these bridges or tunnels, when constructed, 
will become one of the facilities described in the companion legislation 
(H. R. 8315) and thus eventually be under the jurisdiction of the 
Delaware River Port Authority. 

It should be noted that, with the exception of the foregoing com- 
ments, the report of the committee with respect to H. R. 8315 is 
likewise applicable to this bill and is incorporated herein by reference. 

Reports received from Federal agencies are set forth below. 


DePARTMENT OF COMMERCE, 
Washington, May 28, 1952. 
Hon. Cuartes A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

Dear Mr. CuairmMan: This letter is in further reply to your request of Sep- 
tember 29, 1951, for the views of this Department concerning H. R. 5503 and 
H. R. 5509, identical bills granting the consent of Congress to a supplemental 
compact or agreement between the State of New Jersey and the Commonwealth 
of Pennsylvania, authorizing the Delaware River Joint Commission to construct, 
finance, operate, maintain, and own a vehicular tunnel or tunnels under, or an 
additional bridge across, the Delaware River and defining certain functions, 
powers, and duties of said commission, and for other purposes. 

On October 19, 1951, at the request of your committce, this Department sub- 
mitted to vou a report with respect to H. R. 5503. Due to the urgency of vour 
request we were unable to obtain the advice of the Bureau of the Budget with 
respect to that report 

Since that time, the Department has had occasion to make further study of the 
problems involved in H. R. 5503 and H. R. 5509. The evrrent position of the 
Department, taken after further study of the bills and the problems involved, is 
set forth in the attached ri port We therefore r quest that this re port be sub- 
stituted for our earlier report of October 19, 1951. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the bmission of this report to vour committee. If we can be of 
further assistance in this matter, p! 

Sincerely yours, 


Cane call Upon tis 


CHARLES SAWYBER, 


Seer fary of C'ommerce. 


2EPORT OF THE DEPARTMENT OF COMMERCE ON H. R. 5508 ann H. R. 5509 


The supplemental agreement or compact recited in the bill and proposed for 
the consent of Congress would add a new article to the compact between New 
Jersey and Pennsvlvania, consented to by Congress on June 14, 1932 (47 Stat. 
308), concerning the Delaware River Joint Commission. This new article would 
empower the Delaware River Joint Commission, by whatever name said com- 
mission may be designated, in addition to other powers and duties conferred upon 
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it, to construct, Operate, Maintain, and finance an additional bridge at the loca 
tion indicated for vehicular traffic across the Delaware River between Phila 
delphia and Camden, or, in lieu of such bridge, a tunnel or tunnels for vehicular 
traffic under the Delaware River at the same location between said cities, w 
necessarv approaches and highway connections to such proposed new brid 
or tunnel 

Section 3 of the bill would authorize the commission to fix, cl 
tolls or other charges for the use of any bridge or tunnel heretofor reatt« 
controlled, constructed, or acquired by the commission, and to combine an 
such bridges or tunnels not only with one another but with any r 
transit svstem, or other properties or facilities heretofore or here: ‘ 
controlled, constructed, or acquired by the cor Ission for transportation 
terminal, or port-improvement purposes; and to combine the tolls or reven 
therefrom and to use or pledge any such tolls or other charees for the purpose of 




















financing, acquiring, constructing,, Operating r maintaining anv faeility 
facilities, all to the extent provided by the provisions of the aforesaid compact 
as amended and supplemented. In the exercise of such authority, section 3 wou 
expressly exempt the commission from complians not onl ith he Genera 
Brideve Act of 1946, as amended, but also with the provisions of any otber act of 
Coneress heretofore adopted, including anv act or resolution of the Congress 
that authorized or consented to the construction or acqui mn Of any highwa 
bridge or tunnel that might be constructed or a lired } the ! “si It 
other words, the bill would permit bighway brid and high ’ rire ndey 
the jurisdiction of the commission to be ¢ 1 for Lu! yurp \ 
anv other properties and facilities of the com:miss rescardless of ¢ r 
highway character, and would authorize le of lls or « ! ir¥es 
all facilities so combined without anv limitation a rie ly pr t for 
therefore the bill would be in dire contlict wit evisiat mn heretotore ¢ vette 
by Coneress with respect to having a limitation ‘ bir f | wa 
bridces and highway tunnels for financnh purposes and as t the maxi 
period = during whiel Is ma ares for ( rose 
would ¢ ele eReeneeet im ‘ - I i i 
opesin t ns and also w = ! ‘ | 1 
law tl > | he re a} l¢ il i } ~ ' \ 
mav prescribe the reasonable rates of s i lls 

In anv consideratio of the pending vilix, H R. 5503 and H R. 5504, 
should be take o account the provi sof the | H.R. 5502 ared H.R. 5508 
now before ¢ gress proposing to grant its Corns toa t r supplemental 
pact or agreement bet ween New Jersey and Per Lia ch would e} 
name of the Delaware River Joint Commiis- Delawar River Por 
Authority, and broaden its powers and author among | ! ngs. tO Cor 
struct, acquire, maintain, and operate bridg anc mid various and sund 
tvpes of nonhighway facilities for the prove and d p t of 
“port district” which would embrace Delaware and Philadelphia ‘ i 
Pennsvivania and all tl erritory within eight ¢ J ce 7 
pr ticaliv the whole southern half of said Sta » H. R. 5502 a i Hl 
R. 5598. would empower the authoritv to coml for firnsare r purposes al 
facilities under its control and jurisdietion and to collec ls or other charge 
the use thereof without anv limitation as to tin and w exempt e aut 
from any Federal statutes imposing limitatio wit peet to sue ut 
The Depart in its report on H. R. 5502 and HL. R. 5508, outlined in cousice 
able detail the factors involved which would make i | advisable toa ‘ 
ize highway bridges and highway tunnels to be combined with nonhighwa 
facilities and permit tolls to be colleeted thereon without an nitation as to tin 
and thus subject the highway bridges and tunnels t perpetuation of 
support various and sundry facilities having no dircet relation to sueh highway 
bridges and tunnels. The Department, therefore, recom led that H. R. 5502 
and H. R. 5508 be amended so as to prohibit anv highwa lee or highwa i 
from being combined for finanei ig purposes with any ta Vy other a i whWwa 
bridge or highway tunnel, and to require that when the tol many sue iv a 
bridge or tunnel or of any two or mor such highwa bridges or l ia A 
be combined shall har provid dafu 1 suffi t a the cost r 
struction, within not to exceed 30 vears as provided | he General Bridge Ae 
1946, the collection of tolls thereon shall ceas: 

Sinee all four bills relate to the same Comlmiss Dela are R Ver J nt ¢ 
mission which would become the Delaware River Port Authority under HR 
5502 and H R 5508 , al ad are s ib ye ect to the same tv] f objeetions as indicated 
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above, it is recommended that H. R. 5503 and H. R. 5509 be amended in the same 
nanner as suggested by the Department with respect to H. R. 5502 and H. R. 5508. 
This can be accomplished by amending section 3 by striking out the language 
beginning with the word ** Notwithstanding’’, line 1, page 13, down to and including 
the word *‘conumission”’, at the end of line 7, page 138, and by inserting in line 4, 
page 14, after the word “supplemented” a comma and the words ‘‘as consented 
to by the Congress,” and by changing the period after the word ‘‘commission’’ 
in line 6, page 14, to a colon and inserting the following proviso: 
“Provided, That no highway bridge or highway tunnel shall be combined for 
financin'; purpcses with any facility other than a highway bridge or highway 
tunnel, and the tolls or other charges collected for the use of any such bridge or 
tunnel shall not be pledged er used for the purpese of financing any facility other 
than a highway bridge or highway tunnel, and when the revenues derived from 
tells and other chares collected on any such highway bridge or tunnel, or on any 
two cr mere such highway brides or tunnels that may be combined into a sincle 
project for financing purp?ses, shall be sufficient, in addi ion ts meeti neces- 
sary annual maintenance, repair, and operating; c s's, to amortize that portion 
of the cost thereof not yet amortized, as soon as possible under reas nable charges, 
but within not exceeding thirty years from the date any such highway bridge or 
tunnel may hereafter be constructed or acquired when not combined in a pr ject 
with other highway bridges or tunnels, or within n>t exceeding thirty years from 
the date on which the last highway bridge or tunnel combined in such project was 
completed or acquired, the collection of tolls on any such bridge or tunnel, 
individually or in combination, shall cease.”’ 

The Department would interpose no objection to the enactment of H. R. 5503 
or H. R. 5509 if amended in line with the above recommendations. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report, 


EXECUTIVE OFFICE OF THE PRESIDENT, 
Bureau or THE Bupsaet, 
Washington, D. C., May 19, 1952. 
Hon. Cuartres A. Bucktey, 
Chairman, Committee on Publie Works, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: The attention of this Office has been called to H. R, 
5502, H. R. 5508, and H. R. 5509, bills granting consent to the approval of two 
supplementary compacts between the State of New Jersey and the Common- 
wealth of Pennsylvania which have been referred to your committee. This 
Office was requested by the Senate Committee on Public Works to advise that 
committee of the views of this Office on related bills pending before that com- 
mittee. <A report covering these two related bills, 8. 2187 and 5. 2188, was 
addressed to the chairman of the Senate Committee on Public Works on May 2, 
1952. In order that your committee may have available to it the information 
and views which were presented in the Bureau’s letter of May 2, 1052, to the 
Senate committee, copies of our letter are enclosed. 

Sincerely yours, 


F. J. Lawton, Director 


Enelosure: Copies of letters of May 2. 1952. to Senate Committee on Publie 
Works 
Executive OFrricE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., May 2, 1942. 
Hon. DENNIS CHAVEZ, 
Chairman, Senate Committee on Public Works, 
Senate Office Building, Washington, D. C 
My Dear Senator Cuavez: This is in answer to vour letter of September 28 
1951, inviting the Bureau of the Budget to comment on 8. 2187, granting tl 
sent of Congress to asupplemental compact or agreement between the State of New 
Jersey and the Commonwealth of Pennsylvania concerning the Delaware River 
Port Authority, formerly the Delaware River Joint Commission, and for other 
purposes, and 8. 2188, granting the consent of Congress to a supplemental com- 
pact or agreement between the State of New Jersey and the Commonwealth of 
Pennsylvania, authorizing the Delaware River Joint Commission to construct, 


’ 


1@ CONn- 
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finance, operate, maintain, and own a vehicular tunnel or tunn ind ran 
additional bridge across, the Delaware River and defining ¢ 
powers, and duties of said commission, and for other purp 

The bill, 8. 2187, grants the congressional consent, required by | 
provisions, to a supplemental compact between the State of New J 
Commonwealth of Pennsylvania. Sections 2 and 3, independently of t! | 
given by section 1 to the amended agreement, confer add nd 
authorities upon the Delaware River Port Authority The ype !¢ m- 
pact presenied for approval enlarges the jurisdiction and scoy 1) 
River Joint Commission which was heretofore created as a publ 
instrumentality of New Jersey and Pennsyvivani an enlarge I 
principally to r nable this governn ental Instrumental O lin ve and cd p 
the district for port purposes and integrate the transportation f n the 
territory within its jurisdiction. 

This measure proposed major departures, in several respects, from t Cy al 
Bridg» Act of 1946, the applicsdle g ral Federa LW The j 
(1) permitting the pooling for financing purposes of two or more brid 2) a 


thorizing the use of bridge revenues for purposes other than for 


ls on bridges to 





bridges, (3) permitting the rates of t fixe ie | are 
River Port Authority instead of by the Secretary of the Army, and (4) perm g 
the collection of tolls or other charges after a bridge has been amortized 

This Office believes there is no objection to the pooling for finan purposes 
of two or more bridges or of bridges and tunnels which are so cl \ errelated 
as would be the case in this instance. We realize that such pooling for financing 
purposes may result in continuation of tolls on one or more of the bridges thus 


pooled beyond the time which would otherwise be permitted. It i r view, 
however, that any such departures from the policy of the Bridge Act of 1946 


respecting the termination of tolls within 30 vears should be sparingly permitted 





and only upon a showing of the necessity therefor and of the impracticab of 
conforming to the general policy. If exceptions are to be granted, i s our View 
the extension should be for such further term of vears only as is necessary under 
the circumstances in the particular instance. We further believe that the authority 


of the Secretary of the Army under the General Bridge Act to fix tolls that are 
fair and reasonable should not be supplanted 








The principal issue which this bill preseuts arises from 1 proposal to permit 
the pooling of river-crossing and non-river-crossing facilities and the use of toll 
revenues from this combination for the purposes of financi the construction o1 
operation of the various other facilities embraced in the terms roads, rapid- 
transit svstems, or other properties or facilities for transporta erminal, o1 
port-lmprovement purposes y 7 ' Heretoror or reaiter established, 
controlled, constructed, or acquired by the Com: iO ’ 

The committee will recognize the marked departure of these proposed a ities 
from the prevailing poliev. They would, in effect, per the taxing of interstate 
traffie to support other facilities in the port-authoritv area, some o ould 
probably be primarily local in character and of benefit to those within a delimited 
area, S. 2187 therefore presents three quest f far-reaching Importance, not 
only with respect to the port authority proposed in this bill but als th respect 
to future port-at thoritv orgali izvatio s for whiel he propos 1 i¢ latio “aN 
serve as a precedent. These questions are: (1) Should interstate traffic be so 
burdened and esked to contribute to the support of such local fac and local 
development; (2) should this support, where necessa he made availat » this 
public instrumentality by the State of New Jersey and the Co onwealth ot 
Pennsylvania; (3) is it equitable and feasible to require bridge users to bute 
to the support of the numerous other kinds of port development facilities sO 
largely of direct service to commercial user vhich will undoubtedly be required 
for the continued devel ypment of such a major pr rt. or should those other develop- 
ments be required to charge fees for their use which will make them self-supporting 
Without subsidy from bridge revenues? While these questions are ultimately for 
resolution by the Congress, the Department of Commerce, in the report which 
it is presenting upon the bill, registers objection to the diversio f toll Income 
from river crossings to support non-river-crossing port-development facilities 
In the light of this objection, we are sure that the Congress will wish to consider 


very carefully the appropriate answers to these questions 

The Federal Government most certainly is not disposed to impede the develop- 
ment and improvement of the transportation and port facilities of the Pennsyl- 
vania-New Jersey area in question, At the same time, it is properly concerned 
that such an objective be accomplished only with due consideration of the interest 
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and welfare of the general public, particularly those of the interstate 
is obliged to use river crossings and to pay for such 
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traveler who 
The Bureau, for that 


use. 


has felt that it should emphasize to the committee the issue of whether 


interstate bridge traffic should be compelled to contribute to the support of nor 
bridge facilities primarily local in character or whether their support should com 


from 


pres¢ 


the 


ryv¢ 


» States involved or the users thereof 
The Treasury 
office, has suggested the desirability of amending section | of S. 


Department, in the attached copy of its communication to this 


2187 in order to 


the application of the Federal internal-revenue laws to the bonds or 
other securities or obligations of the commission, their transfer, and the ineome 


therefrom 
clarif 


commission to construct bridges duplicates authority alread 


oth 


to be unnecessary and might raise some doubt as to the 
Bri 


eral 





y ti 
We wish 


@ Cs 





ol bli 


We agree that the adoptior amuatinbiin’ erouta 
tax provisions of the bill. 
bo n two other features of the 


it appears that the proposed 


proposed 
it 
1 lor technical 
2 for the 
v available pursuar 

ty re appears 
applicability of the Ger 


etaile 
section 


bill ofa 
authorization in 
re ! 


menti 


more ¢ 


First 


eneral Bridge Act of 1946. This duplicating author theref 


pl 


Lee of 1946 to bridge constructed by the comn 





vet any ission Second 
with respect to the provisions of section 2 which authorize the construction and 
operation of railroad facilities and of a rapid-transit svster is pointed out that 
he Interstate Commerce Commission is presently responsible for authorizing 
( struc n of railroad lines to be used for commor irrier service In view of 
this existing statutory requirement for Interstate ¢ merce ( ssIon approva 
it would seem desirable to avoid anv separate and special statutory authorizati 
for the establishment of such rail-transportation facilities 
! connection with its consid ration of this b the ¢o it iaV WISI 
ne I the enactment of S. 2187 would have 1 result at tw 
we ra Bridg “li 
R rived ft weg ’ this brid 
by ned v for the inform: 
Ui ybjection to sueh duplica 
lt 
~ Co tit mali nrovi ) 
to ! ) \ Jer v and the Commo 
wealth of Pennsylvania. The basie problems pr ted | : 1 Substane 
are the same as those involved in S. 2187 Phe abo ‘ resp 
S. 2187 are, therefore, genera applical »s. 2188 
“Sj { reiv vours 
Ermer B. S 1 1) ) 
Knelosut ( ) tter from ‘Treas Depar 
PREASURY DEPARTMENT, 
Washw ( / 1 19 
Ho FREDERI EJ LAWTON, 
Direct / of the Budget. Washinator 1). ¢ 
Miy Dear Mr. Lawton: Reference is made to the request under date 
Februat 13, 1952, for the views of this Department with respect to S. 2187 a: 
S. 21SS8, bills granting the consent of Congress to supplement ‘ rye s 
acre ents bet we e State of New Jersey and the ¢ in) monwealt! f Pennsy 
Val It is noted that with respect to S. 2187 cle XI the ame { 
compact, the following provision yppea Om 1 the mds or other 
sf rities r other obligations issued b he corn INS}0O1 heir tra Te A } 
InNCOTN erefrot including any profits made on the sale thereof) shall at a 
times be free of taxation within the Commonwealth of Pennsvly and th 
State of New Jersey While such lar ag pact between two sovereis 
Stat 1 ight without more, not he constr ied alte Tina er th mY 
the Federal income-tax laws to such bonds and their ines e wi ! ‘ 
s, the consent of Congress to such a provision mieht Ve rise ) ‘ 
In order to avert any possible difficulties alo this line it is rgested that 
there be inserted before the colon on line 5, page 2, ti following languag 
; i provided, That the consent of Congress herebv given shall not be co 
trued to affeet in anv manner whatsoever the application of the internal-reve: 


laws of the | ited States to the bonds or other <eeurities or obligations issued | 
the comm ioner, their transfer and the income therefron including any profits 
made on t sale thereof While language similar to that in S. 2187 is no 
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found in S. 2188S, m the event of ar amendment bv the Congress t S. 21588 
along such hes, 1 Would seen lesirable t pre ie > a anvua to that 


: : ; 107 
-<uygested above for insertion in S. 2187 


Very truly vour 


Dear Mr. Bue EY: Reference : ma 


Department with respect ft H. R. 5503. H. R vy +H R SER | 








second Congress, first <ession, bills granting the « f ‘ ! 
ental compact or agreement between the Stat } ‘ ‘ e ¢ 
mopwealth of Pennsylvania, authorizing the De re RR | ( 
to construct, finances perate, maintain, and 

nder, or ana mal bridge acros e Dela ! 1 
functions, powers, and duties of said commiss ! ey | 
Secretary of Defens as delegated to the Depar { ! I ‘ 
~ibility for expressing the views of the Departme i) 

The Department of the Arm in behalf of 1 1) { 1) 
considered these bills, and tfer 
amended as hereinafter re \ nded 

By an act approved February 15, 1921 (41 Sta () ‘ sent of ( Oss 
Was granted to the Delawa fiver Bridg ( i f 
across the Delaware River between Philadelphia and Ca 
the provisions of the General Bridge Aet of Mar 23 106 (33 U. S. C. 491—498 
The General Bridge Act of 1906 provides, a ng rthings, for the pr u 
al of the loeation and pla fa prope 1 1 1 I 
olls by the Seer nar \ 4 < 





charged \ bead { P : , p | 
July 1, 1931 » wWhiel eonsent of ( I i 
approved June 14 30 17 Stat. 308 created ) it R 5 4 
mission, for the following principal purpos | 
of the Philadelphia-Canice Bridge; (2) the « { 
Tenance of railroad or other faciittles tor transp 
neluding extensions tt f 

roe Cl S ( , 1 

e Governor of P ' 

‘ } 1 { } i il AL 
( mates . , 
TOW <Tresa icf 

~; a? ) ty = 
operate, 1 ( 
Col rned to aff 1 t ) 
United Stat oO) ! t wad 

s nat cleat ‘ 
’ 1) ) 1) ) 

‘ + Secretar \ 

nended that t! , 7 

wd ine 4 
(sener Ry ( \ be aa “=. { ys) It 
wid Har \ NI } SO49 Ru. S 105 

Santion 3 of the e , a “ 


bridges tul ‘ 4 { tii ty r ¢ 
vithout any - ‘ | i 
hie act tha is 
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8 
tolls of its costs of construction and the actual cost of maintenance, repair, and 
operation during the toll period. 
The bill does not involve the expenditure of funds by the United States. 
This report has been coordinated among the departments ‘and boards in the 
Department of Defense in accordance with the procedures prescribed by the 
Secretary of Defe nse 
The Bureau of the Budget has advised that there is n » objection to the submis- 


sion of an identical report on S. 2188, a companion bill. 


Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 
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AUTHORIZING THE ISSUANCE OF A PATENT IN FEE TO 
CHARLES I. CHATTED 


\Ir. MeMuLuen, from the Committee on Interio 1 Tnsu Atta 
submitted the follow Ing 


REPORT 
(lo accompany H. R. 6274 


The Committee on Interior and Insular \ffairs, to whon was 
referred the bill (H. R. 6274) to authorize the issuance of a patent in 
fee to Charles I. Chattin, having considered t} 
thereon without amendment and recommend that the bill do pass 


1 same, report favorably 


EXPLANATION OF} rH BII 


The bill authorizes and direets thre secretal of the Interior to issue 
a patent in fee to Charles 1. Chattin for 89.57 acres of his homestead 
land on the Blackfeet Indian Reservation, Mont 

Legislation is necessary in this matter due to the fact that the act 
of June 30. 1919 (41 Stat. 16). provides that of the lands so allotted 
SO acres of each allotment shall be designated as a homestead by the 
allottee and be evict need by a trust pate ht ana shall retpbau nalier 
able and nontaxable until Congress shall otherwise direct 

Apparently Mr. Chattin Is competent and qualified to conduct his 
own affairs without governmental supervision. The Committee o1 
Interior and Insular Affairs therefore unanimously reports and urges 
the passage of the bill 

The favorable report of the Department of the Interior reads as 
follows: 


2 PATENT IN FEE TO CHARLES I. CHATTIN 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 16, 1952. 
Hon. Joun R. Murpoc: 
( hairman, Con mittee on Interior and Insular A ffaii 8, 
Tlo Ise of Re prese ntatives. 

My Dear Mr. Murpock: Reference is made to vour request for a report on 
H. R. 6274, a bill to authorize the issuance of a patent in fee to Charles I, Chattin. 

I recommend that the bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to Charles I. Chattin for his 89.57-acre homestead allotment No. 2086 
on the Blackfeet Indian Reservation, Mont. The enactment of legislation is nec- 
essary to permit the issuance of such patent in fee because the act of June 30, 1919 

11 Stat. 16), provides that of the lands so allotted 80 acres of each allotment shall 
be designated as a homestead by the allottee and be evidenced by a trust patent 
and shall remain inalienable and nontaxable until Congress shall otherwise direct. 

It appears that Mr. Chattin is a competent person well able to conduct his 
business affairs without supervision by the Federal Government. He has recently 
received a fee patent to his other allotted lands on the Blackfeet Reservation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 


Sincerely yours, 


R. D. SEARLES, 
At ting Secretary of the Interior. 
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CHANGING THE NAME OF MEDICINE CREEK RESERVOIR 
IN FRONTIER COUNTY OF THE STATE OF NEBRASKA 
TO “HARRY STRUNK LAKE” 


JUNE 25, 1952.—Committed to the Committee of t \\ H . 


Mr. EnGuie, from the Committee on hh or and Insular Af 


The Committee on Interior and Insular Aff: 
referred the bill (GH. R. 51 to cha th an of Med ! ( 
Reservoir in Frontier County of th tat 
Strunk Lake’, having considered the san port favorab 
without amendment and recommend that tl ill do pas 


EXPLANATION ¢ 


The bill H. R. 51 would change the il of Med ( 
Reservoir in Frontier County, Nebr., to ‘‘Harry Strun Li: 
recognition of the contributions to reclat Ol rade by } mo 
No expenditure of 1 deral funds 1s 1 jul . 

Harry D. Strunk was born in Pawnee City, Nebr., in 1892.) In 1910 


he moved to MeCook, Nebr., and a vear later he started a 

how known as the \ie( ‘OOK Daily Grazette. ee beeame INnterestlec 

irrigation about that time and since then h: een an advocate 

leader for irrigation and flood control in the Republican River V; 
Mr. Strunk’s activities as director of the Nebraska Nation 


Reclamation Association from 1940 to 1948, and as fo 
president of the Republican River Conservation Association, have 
made him well known in the area 

The local chamber of commerce and tl : Walto } 
requested the bill's passave, A favorable report has been received 


from the Department of the Interior and is as { lows 





CHANGE NAME OF MEDICINE CREEK RESERVOIR 


Unitep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 2, 1952. 





Hon. Jonn R. Murpocr, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representalives, Washington, D. C. 


My Dear Mr. Murpock: We are glad to comply with the request of the 
Committee on Interior and Insular Affairs for a report on H. R. 51, a bill to change 
the name of Medicine Creek Reservoir in Frontier County of the State of Nebraska 
to Harry Strunk Lake. 

We recommend that the bill be enacted. 

Mr. Strunk was born in Pawnee City, Nebr., in 1892. In 1910 he moved to 
McCook, Nebr., and a year later he started a newspaper now known as the McCook 
Daily Gazette. Harry Strunk became interested in irrigation about that time 
and since then has been an advocate of irrigation and flood control in the Republi- 
can River Valley. Mr. Strunk’s activities as director of the Nebraska National 
Reclamation Association from 1940 to 1948 and as founder and president of the 
Republican River Conservation Association have made him well known in the 
area, 

This Department has no knowledge of the attitude of local organizations con- 
cerning the proposed change of the name of Medicine Creek Reservoir to Harry 
Strunk Lake. 

We have been informed by the Bureau of the Budget that there is no objection 
to the submission of this report to your committee, 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secrela ry of the Interior. 


The Committee on Interior and Insular Affairs unanimously recom- 
mend that the bill, H. R. 51, be enacted. 


“>~ 
Ww 
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AMENDING SECTION 1 OF THE ACT APPROVED 
JUNE 27, 1947 (61 STAT. 189 


Mr. Nii Nii LLEN, from the Committee on Interior and Insular Affau 


submitted the following 


REPORT 
[To accor pany HM: K. 7487 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill H. R. 7487) to amend section 1 of the Act approved 
June 27, 1947 (61 Stat. 189), having considered the same, report 
favorably thereon with amendments and recommend that the bill do 
pass. 


AMENDMENTS TO H. R. 7487 


The amendments are as follows: 
Page 3, lines 2 and 3, strike language beginning with “‘from” through 
“sum’’ on line 3 and insert in lieu thereof the following: 
from October 20, 1947. to the date of payment and 1 


from anv sum determined by the court 


consideration for the 1 


S ; { j t j 


( i 1 1 St 
under and pursuant to said agre / 
further, That the foregoing pr on re ’ 
‘extend to anv other claim or claims & 
same arise out of the subject matter of said 
claims, if any, shall be verned by the la 


to 28 U.S. C., seetion 1505. 


EXPLANATION OF THE BILI 


The bill has as its purpose the amendment to section 1 of the act 


of June 27, 1947 (61 Stat. 181] section of the of June 27 
1947, approved a contract between the United States eN 
Tribe of Indians for the lease and use by the Federal G I I | 
the oil and helium reserves on some 7,800 acres of land onging t 
the Navajo Indians. The Government by such contract was to 
to®'the tribe $147,799 on a 12 percent rValt MASIS ame | nt Ot 








2 AMEND ACT APPROVED JUNE 27, 1947 (61 STAT. 189) 

25 percent per acre for 25 years. It was unknown at the time of this 
contract the exact value of the properties leased and every effort 
was made to arrive at a just analysis of the reserves to be taken from 
the Indians by the Government. The Congress, however, when the 
legislation was presented for ratification of the contract became con- 
cerned as to whether the Indians were receiving fair and just compen- 
sation for the helium reserves to be relinquished to the Government. 
The Congress, therefore, in the act of June 27, 1947, in approving 
the contracts added language as follows: 

If said Navajo Tribe of Indians shall, after investigation, deem the total 
consideration payable to it by the United States pursuant to such agreement 
dated December 1, 1945, as amended, to be in any respect less than reasonable, 
fair, just, and equitable, said tribe shall be entitled within three vears after the 
date of enactment of this Act to institute suit against the United States in the 
Court of Claims for the recovery of such additional sum as may be necessary 
to compensate said tribe for the reasonable, fair, just, and equitable value of all 
right, interest, and property passing from said tribe to the United States under 
such agreement, as amended. 

Some time after the effective date of this act and pursuant to the 
above-quoted part of the act the Navajo Indians instituted a suit in 
the United States Court of Claims alleging in substance the lack of 
an adequate consideration in such contract for the lease of the helium 
reserves and made claim against the Federal Government for certain 
additional sums to make up the inadequate consideration provided 
by the contract. It is the contention of the Indians that information 
has become available since the act of June 27, 1947, to prove that 
the full value of the helium reserves was not known at the time of the 
sale contract, and that the compensation as provided by the act was 
inadequate. 

The Federal Government in its answer to the suit filed by these 
Indians among other things has pled offsets. The purposes of H. R. 
7487, as amended, is to provide that no offsets shall be deducted 
from any sum recovered by the Indians in the before-mentioned suit, 
and to provide for the payment of interest at the rate of 4 percent per 
annum from October 20, 1947, on any judgment which the court 
might see fit to give. 

The committee gave this matter most serious consideration inas- 
much as the committee recognizes the duty of the Federal Government 
to plead offsets in Indian claims cases. After careful examination 
of all the facts and evidence presented before the committee, it was 
the unanimous belief that the present case represents an exception 
to the general rule of the validity of offsets to claims presented by 
Indians in the Court of Claims. In effect, the act of June 27, 1947, 
approved what might be termed a conditional contract in that it 
provided that the original consideration, if later found to be inadequate, 
would be more fully determined by the Court of Claims upon pre- 
sentation to the court for such an adjudication. In other words, 
Congress recognized the possibility that the consideration as provided 
for in the contract might be inadequate and specifically made pro- 
vision for a more complete determination of an adequate consideration 
for the release of the oil and helium reserves by the Indians. The 
suit to determine what additional consideration, if any, should be 
paid to the Indians is one in which the validity of a second installment 
is to be determined with respect to the contract. To permit the 
Government to plead offsets as against the consideration to be paid, 
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if any, would defeat the very language which the Congress saw fit 
to place in the act of June 27, 1947, as before quoted. If offsets were 
proved by the Government it would very possibly wipe out all benefits 
that the Indians might receive in a judgment since such offsets may 
include almost all sums given by the Federal Government to such 
Indians. 

The committee specifically wishes to point out that its action in 

approving this measure in denying the Government the plea of offsets 
is not to be considered a precedent. This is a specific case and is 
treated by the committee as an exception to the rule. The committee 
recognizes the right and expects the Attorney General to plead offsets 
in any and all other types of claims presented by the Indians. Since, 
however, this matter involved by the bill, H. R. 7487, only involves 
the determination of a contract price, the committee does not believe 
that offsets are proper. Testimony before the committee revealed 
that the Indians would in all probability never have agreed to a 
settlement of the nature approved by the-1947 act had they known 
that the Government could have pled offsets to any additional con- 
sideration to which they might be entitled for the helium reserves. 
It is worthy of repetition that the Congress in 1947 stated that if the 
consideration given for these helium reserves was found 
to be in any respect less than reasonable, fair, just, and equitable, said tribe shall 
be entitled within 3 years after the enactment of the act to institute suit against 
the United States in the Court of Claims for the recovery of such additional sum 
as may be necessary to compensate said tribe. 
The Indians believe that the consideration given was not reasonable, 
fair, just, and equitable, and, therefore, availed themselves of the forum 
established by the Congress to determine what the fair and equitable 
consideration should be. This procedure is in effect. the method 
whereby to determine whether a second installment is due on the 
contract. To permit the Government to plead offsets to any con- 
sideration found to be just, fair, and equitable would be to defeat the 
very purpose of the language provided by the Congress in the 1947 
act. 

This matter has been most thoroughly considered by the committee 
and the committee after giving full consideration to all the facts and 
the law involved believes that justice will best be served by adopting 
the provisions of H. R. 7487, as amended, which in effect would permit 
a determination of the adequate consideration on the contract without 
the deduction of offsets. 

The Department of the Interior was represented before the com- 
mittee by the Commissioner of the Bureau of Indian Affairs and tes- 
tified in favor of the enactment of this bill. The Department of 
Justice has submitted a report which reads as follows: 

DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 


Washington, May 15, 1952. 
Hon. Joon R. Murpock, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHarrMaNn: The attention of the Department of Justice has 
been called to the bill (H. R. 7487) to amend section 1 of the act approved June 
27, 1947 (61 Stat. 189). 

The act of June 27, 1947 (61 Stat. 189) authorized, ratified, and approved an 
agreement affecting lands in the Navajo Indian Reservation, N. Mex., under 
which the United States acquired rights to helium-bearing gas deposits in such 
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lands. Copies of the agreement and detailed information relating thereto are 
included in House of Representatives Document No. 212, Eightieth Congress, 
first session. The act of June 27, 1947, also conferred upon the Court of Claims 
jurisdiction over a suit against the United States by the Navajo Tribe of Indians 
for additional compensation if the Indians determined that the consideration paid 
under the agreement was less than reasonable, fair, just, and equitable. The 
cash consideration provided by the agreement has been paid to the Indians and 
they have instituted suit for additional compensation In this litigation, which 
is pending, the United States has advanced the claim that it is entitled to offse 

The apparent purpose of the bill under consideration is to amend the act of 
June 27, 1947 (supra) to bar the deduction of offsets and to provide for the allow- 
ance of interest. To accomplish this purpose the bill would amend section 1 of 
the act by adding the following language at the end of the third sentence of that 
section: “‘provided that interest shall be allowed on such sum at the rate of 4 
per centum per annum from December 1, 1945, to the date of payment and no 
offsets shall be deducted from such sum,”’ 

‘The “ partm e am of Justice would have no objection to the allowance of interest, 


provided the date from which it is to be allowed is changed from ‘‘Deecember 1, 
1945’ to “October 20, 1947,” the latter date being the date on which payment 
of the consideration provided in the agreement actually was made 

This Department does, however, object to that pace of the bill which would 
bar the deduction of offsets. The grant of such a special exemption in favor of 


this particular group of Indians would be lenaoass to the treatment accorded 


claimants generally (28 U. 8. C. 1503) as well as the treatment accorde ad other 
Indian claimants (25 U.S. C., sees. 70j and 475a). If a special exemption is 
granted in this instance, there is every reason to believe thet the precedent thus 


established would be us sed to secure similar exemptions for other Indian claimants, 
The sadaatiolllts of a suit against the United States was not considere d by any 
of the parties during the course of the negotiations leading up to the agreement. 
In fact, when the legislation ratifving the agreement was introduced it did not 
contain a provision authorizing such suit. This would seem to indicate clearly 
that the question of the allowance of offsets did not enter into the negotiations or 
otherwise affect the agreement entered into by the interested perties 

In view of the foregoing considerations, and since the United States already has 
made very important concessions to the beneficiaries of this bill, there would seem 
to be no justification for granting them the special treatment provided by the bill. 
\ccordingly, in order to meet the objections discussed above, it is urged either 
that the bill not be enacted, or, if it is to receive favorable consideration, that it 
be amended by striking the language ‘‘December 1, 1945, to the date of payment 
and no offsets shall be deducted from such sum” appearing on page 3, lines 3 and 
4, and inserting in lieu thereof the language ‘‘October 20, 1947, to the date of 

payment.’ 
Sincerely, 

A. Devirr VANECH, 
De puty Attorney General. 


The Department of Justice, however, seems to indicate that this is 

i policy matter to be determined by the Congress, and although such 
report is unfavorable, the committee feels that to deny favorable 
consideration of this legislation would be to deny justice to these 
Indians who have relinquished to the Federal Government pe rhaps 
their greatest of all resources. It is the duty of the Government in 
contracting with its wards to act in all fairness. It seems only fair 
in the instant case to give favorable consideration to this legislation. 

The committee unanimously recommends the enactment of the 
bill, as amended. 

CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by ~ bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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ACT APPR \ _ I Zk. 1947 61 S a 
That the Secretary of the Interi u I 
the Navajo Tribe of Indians are a 
December 1, 1945, entitled “‘An agreeme1 
and gas leases and substituting ne i fo! \ 
ing agreement’’, affecting lands in the Navajo Ind g r\ I { 
copies of which are published in Hous f Repre ! 1) I N 
Zia, Kighti th Congress, first s S ? 7 
} 
ie = 
; Cy 
r fro | ~ = 
} : ( 
S inal 
ein fo f 
L oornarnie , 
ded considera | 
} ; ! ‘ 
om ©) ( / } y y ] 
no offsets on ny ” ( ? ) 
fair, zust, atio yr f ron 
the Unitec / pursuar ) rare / }) ? 
amended; provided further that the foregoing pro n re ng to inte 
shall not ertend to any other claim or claims as / 1? ich t } 
the same arise out of the subjzect matter of ent / 


j, shall be governed by the ( ns brought 
98S U.S. C.. section 1505 Appellate revi f 9] ment so ¢ 


the same manner, and subject to the same lin the f clain 


clazims } ar 


which the Court of Claims has jurisdiction unde 145 of the Judicial Code 
as amended (28 U.S. C., see. 250). Notwit ! ¢ ntr 
trary, not more than 10 per centum of the ar ! fort vered by 1 
tribe in satisfaction of any claim asserted under nm Shall be paid r 
received by any agent or attorney on account « \ rendered in cor 

with such claim. 


Sec. 2. The secretary of the Interior, a: n@ thi { tre ea of Mines Ss 


authorized to enter into an agreement dated September 19 946 nh | - 
nental Onl Company and Santa Fe Corporation e1 i ‘‘Agreemer for £ 
ments of interests in oil and gas leases and for operations on the leaseholds nd 
two agreements supplemental thereto, aff y nd n the Navajo Ir 
Reservation, New Mexico, eopies of which are House of Repr i- 
tives Document Numbered 212, Eightieth Congress, first session; and ee- 


ments are ratified and approved. 
) 


Approved June 27, 1! 


‘> 
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AMENDING THE ACT TO PROVIDE FOR THE ESTABLISH- 
MENT OF THE CORONADO INTERNATIONAL MEMO- 
RIAL, IN THE STATE OF ARIZONA 


Mr. Murpock, from the Committee on Interior and Insular Affairs, 
submitted the followin r 


REPORT 
[To accompany H. R. 7553 


The Committee on Interior and Insular \ffairs, to whom was 
referred the bill (H. R. 7553) to amend the act entitled ‘‘An aet to 
provide for the establishment ol the Coronado lt ternation: | Nii mo- 
rial, in the State of Arizona,” approved August 18, 194 99 Stat. 
630), having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 





EXPLANATION OF THI 

This bill would amend the Coronado International Memorial Aet 
of Aucust IS, 1941. by changing thre Gesigt on ot the proposed area 
from an international memorial to a national memorial, and bv elim- 


inating the proviso requiring Mexico to establish a comparable memo- 
rial area before one is established in the United States. No appro- 
priation of Federal funds is requested 

The original acl Was passed for the p Irpose OL HOnOring thre creat 
Spanish explorer, Francisco Vasquez de Coronado, who n 1540 
explored the southwestern part of the Unite i states Thi act pro- 
posed an international memorial to be established at the point on the 
Mexican border where Coronado entered this country 

The Department of the Interior, in reporting on H. R. 7553, advises 
that while the Government of Mexico has shown a reat deal of m- 
terest in the proposed memorial, it h 
combination of circumstances, in establishing its part of the memorial. 
The Department feels that the American area should be established 


as soon as possible and recommends the enactment of H. R. 7553. 


} 
} 








2. ESTABLISH CORONADO INTERNATIONAL MEMORIAL IN ARIZONA 


The United States lands within the area authorized by the 1941 
act are public domain. 

The favorable report of the Department of the Interior further ex- 
plains the purpose of H. R. 7553 and is set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washingto 25, D. C., May 23. 1952. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Murpocx: Your committee has requested a report on H. R. 
7553, to amend the act entitled “‘An Act to provide for the establishment of the 
Coronado International Memorial, in the State of Arizona’, approved August 
18, 1941 (55 Stat. 630). 

We recommend the enactment of this proposed legislation. 

This bill would amend the Coronado International Memorial Act of August 18, 
1941, in two particulars. It would change the designation of the proposed area 
from that of an international memorial to a national memorial. It would also 
amend the 1941 act by striking from that act the proviso which requires that 
before the memorial area is established in the United States, a comparable area 
be first established in Mexico by the Government of Mexico to adjoin the memorial 
area in the United States. 

Although it has shown much interest in the proposed Coronado International 
Memorial, the Government of Mexico has been unsuccessful thus far in establish- 
ing the memorial area on the Mexican side of the border. This has been due to a 
combination of circumstances. The intervening war years have necessarily 
retarded progress. However, the unwillingness of the owners of the Mexican 
lands to break up their holdings and to turn a portion of their lands over to the 
Mexican Government for purposes of the international memorial has been a major 
factor in preventing establishment of the Mexican area. We are convinced, 
nevertheless, that if the proposed Coronado National Memorial is established in 
this country, the Government of Mexico will eventually find a way to establish a 
comparable area in Mexico. When this is done, it will, of course, have an impor- 
tant significance in promoting our relations with Mexico. In the meantime, we 
strongly feel that the American area should be established as promptly as possible. 
All of the lands within the authorized area are public lands and are ideally suited 
to memorial purposes. The high promontory of the area, which is the predomi- 
nant feature on the American side, will serve as a foeal point overlooking the val- 
leys which Coronado traversed in entering what is now the United States. This 
area, for years, has been a retreat and place of study for students, scientists, 
botanists, ornithologists, writers, artists, and others. 

We have been advised by the Bureau of the Budget that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of Rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


(55 Stat. 630) 


That for the purpose of permanently commemorating the explorations of 
Francisco Vasquez de Coronado, the President of the United States is authorized 
to declare, by proclamation, any lands within the following-described area, subject 
to all valid existing rights, to be established as the ‘‘Coronado [International] 
National Memorial”’: 

Gila and Salt River meridian; Township 24 south, range 20 east, section 10, 
south half southwest quarter, south half southeast quarter; section 11, south 








ESTABLISH ORONADO INTERNATIONAI ( \] N A Z ; o 
I lf sO ! Cs lik ( t 
} Lit: ( 10 14, Or WwW ¢ ( i ( 
quarter; south half northeast quart 
all; section 24, all; township 24 south, range 21 ea 7 
west quarter; sectlor IS. soutl est quarte 
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or cinder; and deposits of stone may contain deposits of valuable min- 
erals. Therefore, under the Materials Act, as it is proposed to be 
amended by H. R. 8341, public lands which contain deposits of sand, 
stone, gravel, pumice, pumicite, and cinders would continue to be 
subject to location and patenting under the United States mining 
laws where such location is based upon the discovery on said lands of 
other minerals, specifically named in the location notice, which are 
subject to location and patenting under the mining laws of the United 
States. 

Where such mineral location is made, the holder of the claim, if it 
be valid, acquires full rights of possession to all minerals thereon in- 
cluding deposits of sand, stone, gravel, pumice, pumicite, and cinders 
unless such materials have been sold or a notice of sale of such materials 
has been published prior to the date of the recordation of the mineral 
location—in which case H. R. 8341 provides that: 


Rights acquired under such mineral location and any subsequent patent issued 


pursuant thereto, however, shall be subject to and shali not interfere with th 
rights of any purchaser to purchase and remove materials which have been sold 
under the terms of this Act where such contracts of sale were made pursuant ti 


notice of sale first published prior to the date of the recordation of said mineral 
loca 

It should be noted that H. R. 8341, if enacted into law, ee not 
apply to or affect valid mineral locations based on the CLIS¢ ery of 
valuable deposits of sand, stone, gravel, pumice, pumicite, ik cinders. 
which are made prior to such enactment. 

The Materials Aet would be further amended by H. 
provide that the provisions of the act shall apply to lands in the 
national forests and that the materials described in the act, as it is 
proposed to be amended, may be disposed of by the Secretary of 
Agriculture pursuant to the terms, conditions, and limitations of 
The basic provisions of H. R. 8341 were originally introduced as 
H. R. 4916 on July 23.1951. To simplify the presentation and further 
consideration of this legislation, a clean bill, H. R. 8341, was intro 
dueed embodving the amendments adopted Hy the Subcommittee Of) 
Mines and Mining of this committee 

It is the considered opinion of this committee that H. R. 8341, if 
enacted into law, would serve the public interest by providu Y ocreater 
Federal control over the utilization of the public lands, including 
lands in the national forests, without interfering in any way with the 
development of mineral resources on said lands. 

No appropriation of Federal funds is authorized or required by 
this act. 

The Committee on Interior and Insular Affairs unanimously recom- 
mends the enactment of H. R. 8341. 


DEPARTMENTAL REPOR1 
Favorable a piri recommending the enactment of this legislation 


have been mat le | — the Department of the Interior and the Depart- 
ment ol Agric ui oe and are presented below in full. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 4, 1982. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C 

My Dear Mr. Murpock: This is in reply to the request of your committee for 
a report on H. R. 4916, a bill to amend the Act of July 31, 1947 (61 Stat. 681 

I recommend that this bill be enacted, with certain minor clarifying amend- 
ments. 

The act of July 31, 1947 (61 Stat. 681), as amended by the act of August 31, 
1950 (64 Stat. 571; 43 U.S. C., 1946 ed., Supp. IV, sees. 1185-1188), is commonly 
known as the Materials Act. H.R. 4916 would amend this act by adding two 
new sections, to be designated as sections 5 and 6 

The proposed section 5.—Under the proposed new section 5, with which this 
Department is concerned primarily, deposits of sand, stone, gravel, pumice, 
pumicite, and cinders on public lands of the United Staces would be disposed of 
exclusively under the Materials Act. This act now authorizes the Secretary of 
the Interior to sell, or issue free use permits for, such materials on the public 
lands only if such disposal ‘‘is not otherwise expressly authorized by law, including 
the United States mining laws.” 

Many of these commonplace materials are found in deposits of varying thickness 
over the earth’s surface. They can be removed usually by stripping the surface in 
a very short period of time. Those genuinely interested in the use or sale of these 
materials ordinarily have no real interest in title to the land itself. The value of 
such materials is difficult to ascertain, moreover, since it depends so much on 
incidental factors like the proximity of the deposits to prospective consumers, 
local needs, and the like, rather than on any generally recognized value of the 
materials such as may be ascribed to valuable deposits of gold, coal, or similar 
minerals. 

Serious difficulties are encountered, consequently, by both the Federal Govern- 
ment and the public in determining whether deposits of sand, stone, and these 
other materials on public lands are subject to the general mining laws (which apply 
to ‘‘valuable mineral deposits’’) or may be disposed of by sale or free use permits 
under the Materials Act. Many of those sincerely interested in the commercial 
or local use of the materials would prefer to gain security and recognition of 
definite and exclusive rights to remove the materials by contract or permit, rather 
than to encounter the problems involved in proving the existence of a valid 
mining location. 

If patent is acquired as contemplated under the general mining laws, it is 
likely that the lands often will be abandoned and title forfeited for nonpayment 
of local taxes after the materials have been removed from the lands. If, on the 
other hand, disposals of these materials were made under the Materials Act, so 
that title to the lands does not leave the Government, the lands may be put to 
other beneficial land uses under the public land laws. 

A particularly serious land problem is created in the case of persons who 
occupy publie lands for purposes other than development of minerals under the 
guise of making locations under the general mining laws for sand, stone, or other 
materials of the types mentioned in H. R. 4916. Because of the wide dispersal 
of these materials, whether actually of substantial value or not, it is a simple 
matter to establish a claim which needs considerable effort and expense for the 
Government or other interests to contest. Serious injuries may be done to the 





lands involved and the full utilization of the lands prevented. In many cases, 
the development of these materials is impeded by claimants who tie up the 
lands without any intention of vigorous development of the resources. 

The enactment of H. R. 4916 is particularly urgent to make possible the devel- 
opment of these materials on lands reserved from the operation of the mining 
laws. Under Executive Order 6206 dated July 16, 1933, for example, a large area 
of public land, most of which is south of Owens Lake in Invo County, Calif., was 
withdrawn for the benefit and protection of the water supph of the citv of Los 
Angeles. This particular withdrawal prevents the location of nonmetalliferous 
minerals under the mining laws. The area contains some large and valuable 
deposits of pumice and other volcanic materials which are valuable for use in 
building construction. Numerous trespasses have occurred in this area. Even 
though the lands are not available to mining location, the Solicitor of this Depart- 
ment has indicated in an opinion, M—36056, of November 10, 1950, that the 
Materials Act is also inapplicable. He said: 
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‘“* * * clause (1) of section 1 of the Materials Act appears to conte nplate 


@ situation where there is no other express statutory authority for the disposal of 
a particular material, and not a situation where there is such authority but it is 
temporarily suspended as to the material in certain land by virtue of a withdrawal 
of the land. The word ‘temporarily’ was used in the sense that a withdrawal can 
be revoked by the executive branch at any time, and this is equally true of a 
‘permanent’ withdrawal and a withdrawal under the 1910 act. 

“Tt is my opinion, therefore, that minerals in public lands which are included in 
withdrawals made pursuant to the implied power of the President or in withdrawals 
made pursuant to the act of June 25, 1910, are not subject to disposal under the 
Materials Act of July 31, 1947, solely by reason of the withdrawals.” 

For these reasons I urge the adoption of section 5, proposed by H. R. 4916, to 
promote the development of sand, stone, gravel, pumice, pumicite, and cinders on 
the public lands, with a minor clarifying amendment. The 1947 act should not be 
construed as superseding statutes which make special provision for disposals of 
such materials from sepcific areas. An example of such a special provision which 
should not be affected is found in the act of May 9, 1942 (56 Stat. 273), which 
provides for the leasing of deposits of “silica sand and other nonmetallic minerals” 
in certain public lands in Nevada withdrawn under Executive Order No. 5105 of 
May 3, 1929. An exception should also be made with respect to disposals of 
materials on reclamation project lands. For example, the special authority under 
the reclamation laws for the use of materials on such lands by private contractors 
engaged in the construction of reclamation projects should be retained. 

It is recommended, therefore, that H. R. 4916 be a nended as follows: 

Page 1, line 7, strike out the words “other law’’ aid insert in lieu thereof the 
words “Jaw other than this Act, except a law provicing for t’e disposition of such 
materials from specified areas or authorizing their dispositi n for the purposes 
and in the manner provided in the Federal reclamation laws (Act of June 17, 1902, 
32 Stat. 388, and Acts amendatory thereof or supplementary thereto).”’ 

For the purpose of more clearly identifving the legislation to be amended, the 
following perfeeting amendment is also suggested: 

Page 1, line 3, after the word “Act” strike out the semicolon and insert in 
lieu thereof the words ‘“‘of July 31, 1947 (61 Stat. 681), as amended by the Act of 
August 31, 1950 (64 Stat. 571; 43 U.S. C., 1946 ed., Supp. IV, sees. 1185-1188):”’. 


THE PROPOSED SECTION 6 


The other amendment proposed to the Materials Act is a new section 6 which 
would authorize the Secretary of Agriculture to make dispositions under the 
Materials Act with respect to national forest lands. I have no objection to the 
adoption of this portion of H. R. 4916 if Congress believes that materials on 
national forest lands could be best disposed of under the Materials Act. I ass ime 
that the Department of Agriculture will indicate the need for this proposed 
amendment since it relates to lands under its primary jur sdiction. 

In the event this section is retained in the bill, the following clerical amend- 
ments are suggested: 

Page 1, line 8, after the word “‘of”’ strike out the word “‘the’’ and insert in lieu 
thereof the word “this’’. 

Page 2, line 2, strike out the word “the” and insert in lieu thereof the word 
“this’’. 

The Bureau of the Budget has advised that there is no objection to the sub- 
m ssion of this report to vour committee. 

Sincerely vours, 
" Mastin G. Wuire, 
Acting Assistant Secretary of the Interior. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 1, 1962. 
Hon. Joun R. Murpocx, 
Chairman, Committee on Pubiic Lands, 
House of Representatives. 
Dear Mr. Murpock: Reference is made to your request for a report on H. R. 
4916, a bill to amend the act of July 31, 1947 (61 Stat. 681 
Section 1 of the act of July 31, 1947, authorizes the Secretary of the Interior 
to dispose of materials including but not limited to sand, stone, gravel, yucca, 
mazanita, mesquite, cactus, common clay, and timber or other forest products 
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on the public lands, exclusive of the national forests, parks, monuments, and lands 
reserved for use of the Indians, to the extent that the disposal of such materials 
is not otherwise authorized by law. 

Section 5 as proposed to be added would limit the disposal of deposits of sand, 
stone, gravel, pumice, pumicite, and cinders on public lands of the United States 
to the authority granted by the so-called Materials Act. Such deposits would 
thereby be withdrawn from location and entry under the general mining laws. 
Disposal of these deposits under the general mining laws has many deleterious 
effects upon resouree and land conservation and other land-management programs. 
The general mining laws permit no control of mining operations, and no land pro- 
tective, restoration, or rehabilitation measure may be required of a mining claim- 
ant. Neither is it possible to weigh the relative economie and social benefits 
to be derived from the exploitation of these deposits against the possible adverse 
effects, such as the creation of spoil banks, soil erosion, stream pollution, sedi- 
mentation, and siltation. A permit or leasing svstem would make it) possible to 
determine the net publie benefit in arriving at a decision for or against exploitation. 
It also would permit the attachment of conditions requiring soil and watershed 
protection, rehabilitation, revegetation, and restoration in the publie interest. 
It would put an end to the location of mining claims for the enumerated sub- 
stances, many of which are marginal in nature, to obtain title to valuable land, 
water, timber, recreational, and other resourees unrelated to or unnecessary for 
the conduct of mining operations. Sinee minerals of this nature are generally 
near the surface ard may be removed within relatively short periods of time, 
there is no necessity that ownership of the surface? and surfaces resources pass from 
the Government. ‘The larger publie interest can best be protected through a 
permit or lease system. 

Section 6 as proposed to be added would give to the Secretary of Agriculture, 
with respect to lands in the national forests, the same authority as to the materials 
described in section | as the 1947 act vests in the Secretary of the Interior in lands 
under his jurisdiction. It would not duplicate or conflict with any present au- 
thority of the Secretary of Agriculture since disposals otherwise authorized by 
law are excepted from the purview of the act. The nature and use of the materials 
described and the fact that land management and protection measures are of pri- 
mary importance in the disposal of such deposits make it desirable that the au- 
thority for their exploitation be vested in the Secretary having jurisdiction over the 


surface. Utilization of resources such as sand, stone, gravel, pumice, pumicite, 
and cinders is THOSt frequently local in nature or by mt operator Tl e au- 
thority, if granted, will be delegated to the Chief of the Forest Service with the 
authority to redelegate to field officials which will assure speedy local action on 


applications. 

It is not anticipated that the enactment of this measure will require any addi- 
tional expenditure on the part of the Government Revenues to the Government 
will be increased since a charge commensurate with the value of the use will be 
made where a permit or lease is issued for the removal of any of the described 
materials. Sand, stone, gravel, pumicite, pumice, and cinders can now be re- 
moved from a valid mining claim without the payment of anv remuneration to 
the Government. 

To obtain a placer mining patent a claimant pavs $2.50 an acre. He is not, 
however, require dto obtain a patent to hold a claim or remove mat ‘rials there- 
from. Loss in revenue from this source, probably, would be more than offset by 
revenue from permits and leases and by the savings to the Government in in- 
vestigating the validity of claims and protesting patent of questionable claims 
and in generally facilitating management of the national forests. 

This Department recommends enactment of the bill 

The Bureau of the Budget advises that, from the standpoint of the program of 
the President, there is no objection to the submission of this report 

Sincerely, 
C.J. McCormick, 


l'nder Secretary 
CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
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is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
61 Strat. 681, 43 U. S. C., Sec. 1185 

That the Secretary of the Interior, under such rules and regulations as he may 
prescribe, may dispose of materials including but not limited to sand, stone, 
gravel, yucca, manzanita, mesquite, cactus, common clay, and timber or other 
forest products, on public lands of the United States if the disposal of such mate- 
rials (1) is not otherwise expressly authorized by law, including the United States 
mining laws, (2) is not expressly prohibited by laws of the United States, and (3) 
would not be detrimental to the public interest. Such materials may be disposed 
of only in accordance with the provisions of this Act and upon the payment of 
adequate compensation therefor, to be determined by the Secretary: Provided, 
however, That, to the extent not otherwise authorized by law, the Secretary is 
authorized in his discretion to permit any Federal, State, or Territorial agency, 
unit or subdivision, including municipalities, or any person, or any association or 
corporation not organized for profit, to take and remove, without charge, materials 
and resources subject to this Act, for use other than for commercial or industrial 
purposes or resale. Where the lands have been withdrawn in aid of a function of 
a Federal department or agency other than the Department of the Interior or of 
a State, Territory, county, municipality, water district, or other local govern- 
mental subdivision or agency, the Secretary of the Interior may make disposals 
under this Act only with the consent of such Federal department or agency or of 
such State, Territory, or local governmental unit. Nothing in this Act shall be 
construed to apply to lands in any national forest, national park, or national 
monument or to any Indian lands, or lands set aside or held for the use of benefit 
of Indians, including lands over which jurisdiction has been transferred to the 
Department of the Interior by Executive order for the use of Indians. 

Sec, 2. Where the appraised value of the material exceeds $1,000, it shall be 
disposed of by the Secretary to the highest responsible qualified bidder by com- 
petitive bidding and publication of notice of the proposed disposal once each week 
for a period of four consecutive weeks in a newspaper of general circulation in the 
county in which the material is located. Where the appraised value of the ma- 
terial is $1,000 or less, it may be disposed of by the Secretary upon such notice 
and in such manner as he may prescribe. 


64 Strat. 571, 43 U. S. C., 1946 Ep., Supp. IV, Secs. 1185-1188 


Src. 3. All moneys received from the disposal of materials under this Act shall 
be disposed of in the same manner as moneys received from the sale of public 
lands, except that moneys received from the disposal of materials from school 
section lands in Alaska, reserved under section 1 of the Act of March 4, 1915 (38 
Stat. 1214; 48 U. 8. C., see. 353), shall be set apart as separate and permanent 
funds in the Territorial Treasury as provided for income derived from said school 
section lands pursuant to said Act. 

Src. 4. Subject to the provisions of this Act, the Secretary may dispose of 
sand, stone, gravel, and vegetative materials located below high-water mark of 
navigable waters of the Territory of Alsaka. Any contract, unexecuted in whole 
or in part, for the disposal under this Act of materials from land, title to which is 
transferred to a future State upon its admission to the Urion, and which is situ- 
ated within its boundaries, mav be terminated or adopted by such State. 

Sec. 5. Deposits of sand, stone, gravel, pumice, pumicite, and cinders when 
situated on public lands of the United States shall not be subject to acquisition under 
any law other than this Act, except a law providing for the disposition of such materials 
on specified areas or authorizing their dispositicn for the purposes and in a manner 
provided in the Federal Reclamation law (Act of June 17, 1902, 32 Stat. 388, and 
Acts amendatory thereof or supplementary thereto): Previded, that this shall not 
prevent the location and patenting under the United States mining laws of lands 
containing such materials, if such locations are based upon the discovery in said 
lands of other minerals, specifically named in the notice of location, which are subject 
to location under the mining laws. Rights acquired under such mineral location and 
any subsequent patent issued pursuant thereto, however, shail be subject to and shall 
not interfere with the rights of any purchaser to purchase and remove materials which 
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have been sold under the terms of this Act where 


S A cont cls ot é pere made 
pursuant to notice of sale first published prior to the date of the recordation saad 
mineral location. 

Sec. 6. The Provisions of this Act insofar as it relates to tl ), a 
in section 1 shall apply to lands in National forests a) ph onset 
on national-forest lands may be disposed of by the S« ‘att de oa 
to the te ris, condit ons, and limitations of this Ac t. as here ame } etal ; 
received from the disposal of materials bY the Secret i 0 lq 
Act shall be dispose l of n the tme manner as othe evel) . 
which the materials are disposed of. The word “Seere 
shall refe r to the Secretary of Agriculture where inds within the Nat res 
are involved, 
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JuNE 25, 1952.—-Committed to the Committee of the Whole House and ordered 


to be printed 


Mr. Caser, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 6938) 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6938) for the relief of Wong Gook Ying, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to facilitate the admission into the United 
States of a minor Chinese child of a citizen of the United States. 


GENERAL INFORMATION 


Representative Poulson, the author of this bill, submitted the 
following letter and documents which contain the pertinent faets in 
this case. 

CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., June 20, 1962. 
Re 6938 for the relief of Wong Gook Ying. 
Hon. EMANUEL CELLER, 
Chairman, Judiciary Committee, 
House of Representatives, Washington, D. C. 

Dear CoLLeaGuE: I am pleased to know that the subcommittee has acted 
favorably on my bill, H. R. 6938, and for the benefit of the full committee I am 
submitting a short summary of this case. 

Wong Gook Ying is the minor daughter—aged 144%5—of Mrs. Wong Mar Suey 
Gong, who was born in the United States and is an American citizen. 

This girl is now living with a friend in Hong Kong. 

In 1949 Mrs. Wong applied to the American consul in Hong Kong for a permit 
for the girl to come to this country and at that time she forwarded the necessary 
“affidavit of support’”’ and other documents. 
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A letter from the American consul, dated December 24, 1951, states that she 
is chargeable to the Chinese racial quota which is heavily oversubscribed and all 
applieants must anticipate a protracted waiting period of an undeteminate number 
of years before quota numbers are likely to become available. 

This girl did not acquire American citizenship at birth because her mother was 
an alien at the time of her birth in 1937. 

I am sure this case justifies a private law and I shall appreciate favorable action 
by the committee. 
Sincerely yours, 

Norris Pounson, M. C 


Los ANGELES, Cautr., January 28, 1952 
Hon. SamureL W. Yorry, 
Hlouse of Re prese ntatives, 
Washinaton, dD. re 

My Dear Mr. Yorry: I received a copy of letter from the American consul 
general of Hong Kong forwarded to me from your office, and its contents are fully 
understood. 

The consul’s suggestion that my daughter, Wong Gook Ying, should be regis- 
tered with his office In waiting for an opening in the Chinese racial quota seems 
to be the only avenue left for her to become a permanent residence of the United 
States short of an act of Congress. Since it will take vears, if at all, before such 
opening becomes available, I am hoping that perhaps it will be possible to let 
her enter the country on a temporary basis while waiting for the said quota 
opening to become available. 

With living standard at such a high Jevel in oyercrowded Hong Kong, and she 
living alone without any close relation in a boarding house at such an early age, 
it will both lessen my heavy financial and emotional burden if she is allowed to 
enter the country and live with me, even on a temporary basis. 

Therefore, it is my sincere hope that you, honorable sir, offer whatever assist- 
ance in helping her in acquiring a visitor visa, or any other temporary visa, to 
enable her to await for an opening on the Chinese racial quota here in the United 
States. 

Most anxiously waiting for vour advice, I remain, 

Respectfully yours, 
Mrs. Wong Mar Suny Gona. 





AMERICAN CONSULATE GENERAL, 
Ilong Kona, Dece mhei PL. 1951 












Hon. Samuent W. Yorry, 
Hlouse of Representatives, Washington, D.C. 

Miy Dear Mr. Yorry: I received on December 10 vour letter of November 2, 
1951, regarding Wong Gook Ying, whose mother, Mrs. Wong Mar Suey Gong, 
wishes to bring her to the United States for permanent residence. 

If Wong Gook Ying wishes to enter the United States as an immigrant for 
permanent residence she should register at this office. Since she is a Chinese 
person she is chargeable te the Chinese racial quota. Since this quota is heavily 
oversubscribed, all applicants, chargeable to it must anticipate a protracted 
waiting period of an indeterminate number of vears before quota numbers are 
likely to become available. 

Although Wong Gook Ying is the daughter of a United States citizen, the 
Department of State, which has been consulted regarding her status, has held 
that she did not aequire American citizenhsip at birth because her citizen parent, 
Mrs. Wong Mar Suey Gong, was an alien at the time of Wong Gook Ying’s birth 
in 1937. She cannot therefore be aceorded American passport facilities for her 
travel to the United States. 

Sincerely vours, 
Watrer P. MeConavuauy, 


Y 


American Consul Genera 
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o 
Los ANGELES, CALir., Octobe 1951 
Re: Wong Gook Ying, aged 14 vears, Hong Kong, China (daught 
Hon. SAMUEL W, Yorry, 
Congressman, Fourteenth District, 
Washington, D. ¢ 
Dear Mr. Yorry: I was born in the United States and am a 
My minor daughter, Wong (,ook Ying, ow 14 vears of ave ~ 
in Hong Kong, China. 
Two years ago | applied to the American consul there to pert v 
to come to the United States as a legal resident, for her permanent residence w 
me. I forwarded to the consul the necessary affidavit of suppor 
my daughter, accompanied by various documents. I can get no response from hin 
It will be greatly appreciated if you will be kind enough to assist me in this 
matter, as I am grieved because of the separation of my daughter from 1 ind 
want her to come here as soon as possible 
Your advice will be appreciated. Thanking ila 


Respectt lly vours, 
\Irs. Won IaAR Suey Gon 
Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 6938 should be enacted and accordingly 
recommends that the bill do pass. 


O 
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June, 25, 1952.—Committed to the Committee of the Whole House and ordered 


to be printed 


Mr. Wiison of Texas, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany He. R. 6969] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6969) to effect entry of a minor child adopted by United States 
citizens, having considered the same, report favorably thereon with 
amendment and recommend that the bill do pass. 

The amendment is as follows: 

Amend the title so as to read: 


A bill for the relief of Bozie Lincoln Donalso: 
PURPOSE OF THE BILL 


The purpose of this bill is to facilitate the admission imto the 
United States of the minor half-Japanese child in the custody of a 
United States citizen serviceman and his wife. 


GENERAL INFORMATION 


Mr. Bray, the author of this bill, submitted the followmg letters 
and documents which contain the pertinent fact in this case: 
106TH MepicaL GENERAL LABORATORY, 
APO 500, c/o Postmaster, San Francisco, Calif., November 10, 1951, 


Hon. WintiaAM A. BARRETT, 
United States Conagre ssman, Ho isSé ) bee 


DEAR CONGRESSMAN Barretr: We are in receipt of a letter from Hon. Hugh D 


Oo 


Scott, Jr., stating that our letter and file, which requested assistance in securing 
appropriate legislative action to enable the a n if ¢ ship for our 
adopted son, has been referred to you. 
We were very desirous of sending the file to our Congressman uit ime 
s 1 I s Her 1 } 


of the Congressmen, though listed, were not 
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cause of the error. However, we are very thankful that the tile has reached the 
proper. person for further action. 

- Our adopted son, now christened Bozie Lincoln Donaldson, was born December 
16, 1950, of an American GI and a girl of Japanese origin. The parents were 
unmarried and the baby found unwanted by the mother. 

We are asking that you please introduce a bill in Congress in behalf of our son 
in order that he may acquire citizenship in the United States. 

Since our arrival in Japan it has been our misfortune to lose a daughter 8 
months of age. Since that time we were very concerned about having another 
child but it just didn’t happen. Our daughter, who is now 8 vears of age, prayed 
daily that she would soon have a baby brother. After several months had lapsed 
she began saying, ‘‘Mommie, I pray every day for a baby brother and I have 
faith in God, 1 know He is going to answer my prayers but how much longer do 
vou think it will be before He blesses us with a baby?” 

Later, when she would kneel at night to pray, she would ery as she would ask 
fora baby brother. Then we later would find her sitting in a chair or lying across 
the bed during the day crying. When we would ask her why she was crying her 
answer would be that she was just lonesome for a baby she could love like she had 
loved her sister. We, too, were praying for an addition to the family. 

For sometime, we had considered adopting a baby but we now realized that the 
time had definitely arrived that such a step should be taken. We then discussed 
the situation with our chaplain and he directed us to an orphanage where he felt 
we could adopt a child. 

The Sunday we drove over to the orphanage, the director was permitting us to 
observe different children and it was when she led us to a crib in which was lying 
an 8-month baby boy that it seemed as if each of us instantly beamed with a joy 
that we can’t express as we saw this blessed baby lying in his crib. It was as if 
my baby, who had passed on, was lying there only it was not a girl, as he resembles 
her so much. I couldn’t help but shed tears of joy when after the director placed 
him in my arms, and he had glanced at each of us, his face broke forth into one of 
the sweetest smiles we have ever witnessed on the face of an infant. This only 
seemed to have confirmed the feeling we so deeply felt. Our decision was im- 
mediately made that he was the one we wanted for our very own. We now know 
that it was through God’s guidance that we were led to the bedside of this blessed 
infant. 

From the beginning of our marriage children were a definite part of our plans. 
As a result of such planning, we have a substantial saving which along with steady 
employment enables us to do justice, financially, by any child of which we might 
assume the responsibility as parents. 

The pivot of our home is our love for, our faith in, and our obedience to the will 
of God. It is from this center that the activities of our home revolve. Our home 
is peaceful, comfortable, and happy. 

Ve feel that part of our duty to God is fulfilled in fulfilling our duty as parents 
to our children. Our daughter was converted at the age of 6 years of her own will 
and was baptized at the age of 7, Children’s Day this vear. We had our son 
christened so that he, too, would be placed in the tender care of Jesus. 

Our sentiment has been so well expressed in the statement that our 8-year-old 
daughter has so often made since the adoption of our son. ‘‘She stated she knew 
God would answer her prayers and bless here with a sweet brother because she had 
faith in Him.” This is exactly how we as his parents feel. We are all so happy 
and our son has so many ways of letting us know that he is happy, too. 

God grant that we will soon acquire citizenship for our adopted son in the 
United States, the country of which we are happy to be citizens. We want our 
son to grow strong in the principles of American democracy so that he will grow up 
to be a citizen worthy of its trust. 

We wish to thank you in advance for any assistance that you might render and 
may God’s blessings attend you and yours always. 

Sincerely yours, 


Bozizr L. DoNALSON 
Set. and Mrs. Bozre L. DoNatson 
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GENERAL HeApQuaARTERS Far East Com™Manp, 
Office of the Command Staff Ju Lae Advocate 
: {PO 500 Jar ! 15. 1952 
Hon. Witriam A. Barrer, 
United States ( ONQrEssman, 
Hlouse of Representative s, Washington dD). ¢ 


Dear Mr. Barretr: Set. Bozie L. Donalson, Four Hundred and Sixt} 
Medical General Laboratory, APO 500, ¢/o Postmast 
has requested me to ascertain the status of the private 
entry into the United States of his adopted son 

Sergeant Donaison requested and has seeured a 90-day 
in Japan, pending approval of the private legislatio troduced by 

At the time Hon. William G. Bray, Congressman from Indiana, wa 
Sergeant Donalson contacted him, and tat 
vou every assistance with this bill in the House 


For vour information and assistance in submitting the privat: 
on the attached list the names and addresses of members of Sergeant Dona 
family, together with the names and addresse- f three friend: » ar well 


acquainted with his background The Immigration and Naturalization Svstem 
will need this at the time the bill reaches the Judiciary Committee 


It will be appreciated if you will furnish this headquarters with a copy of 
private bill introduced by vou and present status of same 
Thanking vou for your consideration and wit! st wishe 


Sineerely vo 


irs 
ul 


Sergeant Donalson's family 

Parents: Mitchell D. D maison deceased lather Leona Speight Donalsé 
deceased) (mother 

Brothers: Nathaniel ID. Donalson (school), 1527 South Street, Philadelphia, 
Pa. (residence: 303 Upshot Street, Germantown Dr. J Donalsor surgeon 
11544 College Street, Favetteville, Tenn Theodore Donalsor mortician 
Nashville, Tenn 

Sister: Redenia C. Donalson (teacher), Ohio Avenue, Athantie Citv, N. J 


Vrs. Donalson’s famil 4 


Parents: Dewitt Pevtor deceased father Marv Johnson Peyton (mother 
Nashville, Tenn. 


Prove nds 


Dr. Horace Mann Bond, president, Lincol niversity, Lincoln, Pa Dr, 
Harold Grimm, member of faculty, Lincoln University, Lincoln, Pa. Dr. E.R. 
Clemmons, president, Pioneer Business Institute School, 629 South Broad Street, 
Philadelphia, Pa. 

MLIZABETH S NbDERS Hlomt 
Oiso, Kanagawa Prefecture, Japan, Septem! , 1951 


Re acquiring United States citizenship for adopted child of Sgt. Bozie and Mrs, 
Bozie L. Donalson, RA33105685 United States Army, now stationed i Japar 
but a legal resident of 1121 South Seventeenth Street, Philadelphia, Pa 

To Whom It May Concer? - 

1. The Elizabeth Saunders Home at Oiso, Japan, is a home for unwant 
abandoned children who are the offspring of members of the United States oceu- 
pation forces and women of Japanese origi It is recognized as such by the 
Japanese Government and has received financial aid from vario 
the United States occupation forces as well as substantial cor 
former United States Ambassador Joseph Grew 

2. I, Mrs. Renzo Sawada, founder and executive director of the Eliz: \ 
Saunders Home in Oiso, Japan, attest to the fact that on September 4, 1951, a 
male infant child (John) now christened Bozie Lincoln Donalson, was delivered 
from my care at the Home to Sgt. Bozie and Mrs. Bozie L. Donalson for adoption 

3. This child born December 15, 1950, of a Japanese girl and an American GI 
man of United States citizenship was abandoned by his father and found unwant- 
ed by the mother 
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1. Since this child has been completely relinquished by the parents and not 
registered in the name of its mother’s family or with any agency or representative 
of the Japanese Government as required by the law of citizens, or any other 
government, no claims can be made upon it by any individual, institution, or 
government. 

5. When the child was adopted by Sgt. Bozie and Mrs. Bozie L. Donalson 
it was done not only to give him love, care, security, and education, but, also 
to acquire for him the same citizenship of his newly adopted parents, with my 
assurance that such adoption involved no further legal restrictions or qualifications. 

6. Therefore, I certify that the said child is now in the possession of Sgt. Bozie 
and Mrs. Bozie L. Donalson as a legally adopted child without any reservations. 

Mrs. RENzo Sawapa, 
Executive Director, Elizabeth Saunders Home, Oiso, Japan. 

Witnessed by: 

CHARLES F. StieGuer, Major, Marine Corps. 
Harry 8. Kerz, Lieutenant Colonel, Marine Corps. 





AvuGust 31, 1951. 
To Whom It May Concern: 

This is to certify that I have known Sgt. and Mrs. Bozie L. Donalson since 
March 1951. They have been constant attendants at our chapel services. 
Sergeant Donalson has been a regular member of our choir. Mrs. Donalson has 
participated in our children’s work. 

Sergeant and Mrs. Donalson have a very fine Christian home. There is an 
atmosphere of quietness, peace, and happiness in it. The home is orderly and 
tastefully arranged and the material things of life are amply supplied. 

Both the sergeant and his wife are well educated, but better than that, they are 
outstanding Christians. Their daughter, Sandra, was baptized into the Christian 
faith, at her own request, at the age of 8. The decision she then made was largely 
influenced by the teachings of her parents and their daily Christian living. 

I am confident that the little child which they now seek to adopt, will be given 
just as much love and care as they have given to their daughter. It is an unusual 
privilege which is granted to this child to be brought into this splendid home. 

Without any reservations, I strongly urge the granting of adoption by Sergeant 
and Mrs. Donalson of this child. I shall be happy to give any other information 
of the family which may not have been covered in the above statement. 

EMANUEL CARLSEN, 
Chaplain (Major), Grant Heights Chapel. 





H raApQuARTERS, 406TH MerpicaL GENERAL LABORATORY, 
UNITED STATES ARMy, 
APO 500, September 5, 1951. 
To Whom It May Concern: 

I certify that I am the detachment commander of Sgt. Bozie L. Donalson, 
RA33105685 and as such have had the opportunity to observe his habits and 
actions. 

In my opinion Sergeant Donalson is as fine a soldier as | have had under my 
command and | know from personal conversations with him that he and Mrs. 
Donalson are desirous of adopting a child in order to make their family complete. 

Sergeant Donalson is well educated and fully understands his responsibility 
to a child placed into his custody. 

I heartily recommend that Sergeant and Mrs. Donalson be given the oppor- 
tunity to care for this child and that authority be granted for adoption. 


CHARLES KOERNER, 
Captain, MSC, Detachment Commander. 
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HEADQUARTERS, TOKYO GENERAL DISPENSARY, 
JAPAN LOGISTICAL COMMAND, 
APO 1045 ¥. Ne ple mber 18, 1951 


MEDICAL CERTIFICATE 


This is to certify that Bozie L., 8 months old, foundling in the care of Sgt. and 
Mrs. Bozie Donalson, RA33105685, for the purpose of adoption has been ex- 
amined by us and found to be in good health. There is no evidence of any mental 
or developmental disorder and there is no chronic, contagious, or infectious 
disease present. 

His laboratory examination is as follows: 

Urinalysis— Negative. 
Blood serology— Negative. 
Stool examination— Negative. 


Chest X-ray— Negative. 
HARRY SPITZ, 


Lieutenant Colonel MC, Commanding. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 6969, as amended, should be enacted and 
accordingly recommends that the bill do pass. 


O 
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PETER ROUSETOS, ALSO KNOWN AS PANAGIOTIS ROUS- 
SETOS, ALSO KNOWN AS PANAGIOTIS ROUSSETOS MET- 
RITIKAS 


June 25, 1952.—Committed to the Committee of the Whole House and ordered 


to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 
(To accompany H. R. 7164) 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7164) for the relief of Peter Rousetos, also known as Panagiotis 
Roussetos, also known as Panagiotis Roussetos Metritikas, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor adopted child of 
United States citizens the status of a nonquota immigrant which is 
the status normally enjoyed by the alien minor children of citizens of 
the United States. 

GENERAL INFORMATION 


The beneficiary of the bill was born in Sparta, Greece, September 7, 
1932, and was adopted in Greece in 1937 by Mr. and Mrs. John M. 
Metritikas, who are citizens of the United States. According to the 
record the boy was issued a visa in 1940 but before the boy could depart 
Greece entered the war and he was unable to come to this country. 

A letter dated October 25, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3412, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien reads as follows: 
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PETER ROUSETOS, ALSO KNOWN AS PANAGIOTIS ROUSSETOS 


DEPARTMENT OF JUSTICE, 
OrFicE OF THE Deputy ATTORNEY GENERAL, 
Washington, October 25, 1950. 
Hon. Par. McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3412) for the relief of Peter Rousetos 
also known as Panagiotis Roussetos, an alien. 

The bill would direct the Secretary of State to cause an immigration visa to be 
issued to Peter Rousetos, permitting his immediate entry into the United States 
for permanent residence. It would also direct the Secretary to instruct the 
quota-control officer to deduct one number from the nonpreference category of 
the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien, a native and citizen of Greece, was born at Hrisafa, Sparta, 
Greece, on September 7, 1932. According to Mr. John N. Metritikas, his uncle 
and alleged adoptive father, the alien resides on a small farm in Greece with his 
widowed mother and one brother. Mr. Metritikas, a naturalized citizen of the 
United States, stated that the alien, who is the son of his wife’s sister, was adopted 
by him in Greece in September 1937, and that in November 1940 he succeeded in 
obtaining a permanent visa for the boy, but before the child could depart from 
Greece, that country had entered the war, making it impossible for him to come 
to this country, Mr. Metritikas further stated that he served in the United 
States Armed Forces from September 1917 until July 1919, and that the alien 
served for about 1 year in the home guard of his own village in Greece which 
guarded the village against the guerrillas. According to Mr. Metritikas, he is 
worth approximately $20,000, has no children of his own, and has purchased a 
small lunchroom, which he and the alien will operate, provided the latter is 
permitted to come to this country. 

The quota of Greece, to which the alien is chargeable, is oversubscribed, and an 
immigration visa is not readily obtainable. The record, however, fails to present 
considerations justifving the enactment of special legislation granting him a 
preference over other aliens, who are awaiting an opportunity to come to this 
country for permanent residence, many of whom are the adoptive children of 
American citizens. Furthermore, the problem of granting relief to adoptive 
children of United States citizens is a general one, and it would appear that it 
would be resolved by general legislation. 

Accordingly, this Department is unable to recommend enactment of the 
measure, 

Yours sincerely, 
PrytTon Forp, 
De puly Attorney General. 


Senator Ives, the author of a companion bill (S. 2637) which passed 
the Senate on June 21, 1952, wrote to the chairman of the Senate 
Committee on the Judiciary in support of his measure as follows: 


UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Fe bruary 25, 1952 
Re 8S. 2637, for the relief of Panagiotis Roussetos Metritikas 
Senator Par McCarran, 
Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator McCarran: The above-entitled bill, introduced by me on 
February 11, 1952, while not identical with S. 3412 of the Kighty-first Congress, 
has to do with the same individual and was introduced for the same purpose. 

I would appreciate it very much if you would have the file on 8. 3412 of the 
Kighty-first Congress transferred to your file so that it may be considered by your 
subcommittee. 

[n further support of the bill, [ enclose herewith the following: 
!. Photostat of birth certificate of Panagiotis Metritikas with a certified 
translation of same attached thereto. 
2. Photostat of order of adoption of Panagiotis George Roussetos by Mr. 
and Mrs. John M. Metritikas in the court of justice of Sparta 


' (jreece, wit h 
a certified translation of same attached thereto. 
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3. Affidavit of John M. Metritikas in duplicate stating the facts and cir- 
cumstances of the adoption and his financial assets. 

4. A letter of reference from C. Burdette Parkhurst, mayor of the village 
of Endicott. 

5. Letter of reference from Rev. Athanase Devedjakis, pastor of the 
Greek Orthodox Church of Endicott. 

6. Letter of reference from E. Raymond Lee, businessman and former 
mayor of Endicott. 

7. Letter of reference from Leroy E. Wike, chief of police of Endicott. 

8. Letter of reference from Homer L. Galough, master of Round Hill 
Lodge, F. & A. M., Endicott. 

9. Affidavit of the assistant cashier of the Endicott National Bank per- 
taining to Mr. Metritika’s financial means. 

I hope you can agree with me upon a reading of last session’s file, the enclosures 
herein, and the Attorney General’s report that this is a most meritorious case. 
This young boy, but for the vagaries of war, would have been in this country as 
a legally admitted immigrant in 1940, after having been adopted in Greece by 
Mr. and Mrs. Metritikas several years before. 

You will note from the affidavit of John Metritikas as well as from the birth 
certificate that the above individual was born in the village of Perpane, kingdom 
of Greece, on September 8, 1931, and will no longer be a minor after September 
8, 1952. I point out this fact because if the committee feels that the bill does have 
merit, then time would be of the essence in order to effectuate the purpose of the 
bill. 

I trust that this legislation will receive favorable consideration, 

Thanking you for your even courtesy and cooperation, with kind personal 
regards, I am, 

Sincerely yours, 
IrnvinG M. Ives 


STATE OF NEw YORK 
County of Broome. Ss 
John M. Metritikas, being duly sworn, deposes and savs that he resides at No. 


214 Lincoln Avenue in the village of Endicott, Broome County, N. Y., with his 
wife, Anna Metritikas; that he is 60 vears of age and his wife is 10 years vounger 
than he; that they have no children except the adopted son hereinafter mentioned. 

That deponent as a boy came to the United States from Greece in or about 
the month of June 1905 and became a naturalized citizen of the United States of 
America in the vear 1921. That deponent served in the United States Army in 
World War I. 

That Panagiotis George Roussetos was born in the village of Perpane, Kingdom 
of Greece, on September 8, 1931, the son of deponent’s wife’s sister and that his 
father died when he was a small child. That deponent and his wife visited Greece 
in 1937 and while in that country adopted said Panagiotis Roussetos in the court 
of justice of Sparta, Greece, on September 23, 1937 That deponent and his wife 
have always been desirous of bringing said adopted son to the United States and 
having him make his home with them. That in 1940 deponent obtained a 
permanent visa for said child and he was to have sailed from Greece to the United 


States on or about November 6 of that vear. That on or about October 28 of that 





vear war broke out and all passage out of the country was canceled. That saic 
Panagiotis (Roussetos) Metritikas arrived in the Dominion of Canada on o 
about March 12, 1951, and is now staying in St. Catharines, Ontario, Canada 
and that deponent and his wife visited their adopted son in that city. That 
deponent and his wife are anxious to obtain a permanent visa for their son and heir. 
That deponent is the proprietor of a lunch and ice-cream business at No 
1200 North Street in the village of Endicott aforesaid, which business is wort! 
at least the sum of $6,500; that deponent has an income from said business of 
between $4,000 and $5,000 per year. That deponent owns the following real 
estate in Broome County, N. Y., viz his residence, No. 214 Lineoln Avenue, 
Endicott, N. Y., valued at $20,000 and an undivided on ulf interest in and t 
a business block known and designated as No. 219 Main Street, Johnson ( 
which one-half interest is valued at $15,000 In addition he has on deposit i 
the Endicott National Bank at Endicott, N. ¥ ‘ash amounting to over 513,500 


and is the owner of mortgages having a present value of $8,260.87 and stock | 
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ing a present value of $3,650. That in addition to the above deponent owns an 
automobile and miscellaneous items of personalty. 
That deponent is able to and will support his said adopted son if necessary to 
prevent him from becoming a public charge. 
Jonn M. MeETRITIKAS. 
Subscribed and sworn to before me this 19th day of February 1952. 
[SEAL] LesteR R. MosueEr, 
Notary Public, State of New York, Residing in Broome County. 
My commission expires March 30, 1953. 


Mr. Cole of New York, the author of this bill, recommended favor- 
able and expeditious action on his measure. 

Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 7164 should be enacted and accordingly 
recommends that the bill do pass, 


O 
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REPORT 


GISELA HELEN SNOWDY 


JUNE 25, 1952.—Committed to the Committee of the Whole House and ordered 


to be printed 


Mr. Wiison of Texas, from the Committee on the Judiciary 
mitted the following 


sub- 


REPORT 
[To accompany H. R. 7713) 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7713) for the relief of Gisela Helen Snowdy, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Gisela Helen Snowdy. The bill also provides 
for the payment of the required visa fee and head tax and for the 
appropriate quota deduction. 


GENERAL INFORMATION 


Certain pertinent facts in this case are contained in a letter dated 
May 29, 1952, from the Assistant Secretary, Department of State, to 
the Chairman of the Committee on the Judiciary. The said letter 
reads as follows: 


DePARTMENT OF STATE 
Washington, Vay 29, 1952. 
The Honorable EMANUEL CELLER, 
Chairman, Committee on the Judiciar 
House of Re prese niatives. 


4s 


My Dear Mr. CeLLER: Reference is made to vour letter of May 7, 1952, and 
its enclosures, wherein vou requested the views of this Department concerning the 
enactment of H. R. 7713, a bill for the relief of Gisela Helen Snowdy 


is also made to the Department’s interim reply of May g, 1952. 


ar 
Reference 


According to the information contained in the files of the Department, Gisela 
Helen Koch, born in Berlin, Germany, February 21, 1925, who is believed to be 
identifiable with the beneficiary of the proposed bill, was awarded a grant under 


Public Law 402, Kightieth Congress, second session, pursuant to which she was 
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admitted to the United States and studied at Black Hills Teachers College, Spear- 
fish, S. Dak., during the academic year 1950-51. 

The Department’s records indicate that although Miss Koch was required 
under the terms of the above-mentioned grant to depart from the United States 
and to return to Germany on or before September 5, 1951, or to subject herself to 
summary deportation from this country upon failure to so depart, she informed 
the Department on August 17, 1951, that she had married Rev. Louis A. Snowdy, 
an American citizen, and that as a consequence thereof, she would be unable to 
depart from the United States as required. The Department’s records show that 
following the transmission to the American Consulate at Nuevo Laredo, Mexico, 
of a relative petition approved by the Immigration and Naturalization Service, 
Department of Justice, granting nonquota status under section 4 (a) of the 
Immigration Act of 1924, as amended, the Consulate was requested to report 
approximately when Mrs. Snowdy might expect an invitation to apply for an 
immigration visa. The records of the Department further indicate that on 
September 5, 1951, a report was received from the consulate at Nuevo Laredo 
wherein it was stated that until the consulate had received clearance from Ger- 
many and notification from the applicant that the documents required under 
section 7 (ec) of the Immigration Act of 1924, as amended, were complete, it would 
be unable to set a date for Mrs. Snowdy’s appearance. 

The Department has recently been confronted with the problem presented in 
a number of cases wherein aliens who were issued visas and were admitted into the 
United States under the provisions of Public Law 402 have married American 
citizens, or who, in their desire to effect legal admission into the United States for 
permanent residence, propose to go to Canada, Mexico, or some other nearby 
country to obtain immigration visas, instead of returning to the country from 
whence they came. Cases of this nature involving the alien spouses of American 
citizens are most appealing from the standpoint of seeking to preserve the family 
unit without prolonged separation; to avoid the expense which would be required 
in returning to the country where the exchange-students visa was issued; and for 
other reasons. 

The fundamental objective of the Department’s programs under which foreign 
nationals are brought to the United States is to make it possible for such persons 
to gain an understanding and appreciation of democratic ideals and principles 
which will enable them to assist in the democratic growth of their own countries 
upon their return. Exchange students who have had an opportunity to visit the 
United States can be of assistance in testifying to the falseness of the propaganda 
which the Cojmunists are now spreading concerning the United States and 
democracy in general. Because most forein countries do so definitely need young 
democratic citizens we hope that these exchange students will return home with a 
sincere desire to aid their countries. 

Congress appropriates funds for the specific purpose of carrying out the 
objectives of Public Law 402 under Department-sponsored programs. The 
Department is keenly aware of its responsibilities in connection with these pro- 
grams and, in the light of the many cases which have come forward, is of the 
confirmed opinion that the entire purpose of the programs would be defeated if 
alien exchange students are permitted to violate the terms of the undertakings 
into which they entered at the time exchange visitors visas were issued by being 
permitted to effectuate a legal admission for permanent residence from some 
nearby country. 

As a consequence, and in view of the increasing numbers of such cases, the 
Department on April 11, 1952, instructed all Foreign Service posts that consular 
officers May not take jurisdiction of immigration visa applications made by per- 
sons Who have entered the United States as exchange visitors, or who have had 
their status in the United States changed to that of exchange visitors, unless the 
applicants are able to establish that thev have returned to the country from which 
they came subsequent to their stay in the United States under Publie Law 402, or 
have been absent from this country following such stay for a period sufficient to 
nsure that the purposes of Public Law 402 have been carried out. 

It is firmly believed that the enactment of the proposed bill would establish 
precedent for the presentation of numerous similar cases to the Congress. 

Although the humanitarian considerations involved in such cases can be appre- 
ciated, the Department considers it no more than reasonable and fair that an alien 
who is the recipient of a public grant awarded for the purpose of implementing 
Public Law 402 should be required to return to his home country to disseminate 


a 
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the knowledge gained while in the United States, since failure to so return would 
result in a waste of Government funds, as well as a negation of the specific purpose 
of Public Law 402. 

In the circumstances, the Department is opposed to the enactment 
posed bill 


Sincerely vours, 


pro- 


Jack K. McFaut 
Assistant Secreta 


(For the Secretary of State 


Mr. Lucas, the author of this bill, submitted the following additional 
information from the American consul, regarding Mrs. Snowdy’s 
efforts to leave the United States and return as a nonquota immigrant. 


NuEvo Larepo, Tamps., MEx1co, 


The Honorable Homer THORNRERRY, 
House of Re prese ntative Ss, Washington D5. D. :. 


My Dear Mr. THornperry: I am pleased to acknowledge receipt of your 
letter dated April 24, 1952, in which you inquire as to the present status of the 
immigration visa application of Mrs. Gisela Helene Snowdy which is now pending 
at this consulate. 

No immigration visa applicant may be assured that he or she will be granted a 
visa until such time as the applicant has personally made formal application 
therefor in the consulate. However, as the consulate wrote Mr. Snowdy on Novem- 
her 14, 1951, the documents submitted on behalf of Mrs. Snowdy appear to be 
complete and in order. A preliminary examination of those documents at this 
time reveals no valid reason for withholding a visa when the applicant makes 
formal application. The consulate then suggested that Mrs. Snowdy obtain 
permission to enter Mexico for the purpose of making her visa application. I 
understand that she has not yet obtained that permission 

The question of an alien’s admission into Mexico is one for the determination 
of the competent Mexican authorities and is one in which the consulate may not 
properly intervene. I feel certain you will understand that the consulate cannot 
take any action which would in effect constitute an infringment on the sovereignty 
of the Republic of Mexico. 

I trust that the foregoing information satisfactorily 
If I can be of any further service to you in the mé 
call upon me. 

Sincerely yours, 





Mr. Wilson of Texas, in whose congressional district the bene- 
ficiary of this bill now resides, appeared before a subcommittee of the 
Committee on the Judiciary and recommended the enactment of this 
bill. 

Mr. Wilson pointed out the fact that Mrs. Snowdy is the wife of 
Rev. Louis A. Snowdy, a citizen of the United States, and that she 
has one United States citizen child, born February 18, 1952. 

Having considered all the facts in this case, and in view of the hard- 
ship and unnecessary expense involved should the beneficiary of this 
bill be required to return to Germany and reenter the United States 
from there, the committee recommends that the bill, H. R. 7713, 
do pass. 
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PROF. WERNER RICHTER AND PROF. MAX HORKHEIMER 


JUNE 25, 1952.—Committed to the Committee of the Whole House and lered 


Mr. Grauam, from the Committee on the Judiciary, submitted the 


following 


REPORT 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7833) for the relief of Prof. Werner R having con- 
sidered the same, repor, favorably thereon wit 
recommend that the bill do pass. 

The amendments are as follow: 

On page 1, line 5, after the name ‘Professor Werner Richter” add 
“and Professor Max Horkheimer’’. 

On page 1, line 6, strike out the name “Professor Max Horkheimer’’ 
and insert in leu thereof the word “pers ns’ 

Amend the title so as to read: 


A bill for the relief of Professor Werner Richter and Professor Max Horkheimer. 


ichter. 


lh amendments and 


PURPOSE OF THI 


The purpose of this bill as amended is to preserve | d States 
citizenship for Prof. Werner Richter and Prof. M Horkheimer, 
notwithstanding residence abroad Th 1yLih has been amended to 


include the name of Professor Horkheimer. 


GENERAL INFORMATION 


The pertinent facts in the case of Prof Sssor Richter are cou ained 
ina letter from the Assistant Secretary, Department of State, dated 
May 28, 1952, to the chairman of the Committee on the Judie ary, 
which letter reads as follows: 
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May 28, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

My Dear Mr. Ce.Lier: Further reference is made to your letter of May 16, 
1952, transmitting a copy of H. R. 7833, for the relief of Prof. Werner Richter, 
and requesting a report on the facts of the ease as disclosed in the Department’s 
files and an expression of opinion as to the merits of the bill. 

Prof. Werner Hans Richter was born at Berlin, Germany, on May 5, 1887, of 
German pare nts; emigrated to the United States in June 1939, when he was 52 
years of age; was naturalized as an American citizen by the Circuit Court of 
Du Page C ounty of Wheaton, Ill., on January 17, 1946; and continued to reside 
in the United States until May 1948, when he proceeded to Germany to serve 
as an exchange professor at the Unive rsity of Marburg. On April 28, 1950, the 
passport which was issued to Professor Richter by the Department on April 29, 
1948, was renewed at the American consulate general at Frankfurt on the Main. 
Germany, to be valid to April 28, 1952. Professor Richter stated in his passport- 
renewal application that he had resided in Germany from May 1948 to July 1948 
and from October 1949 to the date of his —— and that he was teaching 
as a professor at Bonn and acting as consultant of the National Lutheran Council. 
On January 24, 1952, Professor Richter applied for registration as an American 
citizen at the American consulate at Duesseldorf, Germany. In this application, 
he requested that he be registered until November 1953 in order that he might 
fulfill his present contract with the University of Bonn, which expires in November 
1952, and another term of one year as rector of the university. The Department 
authorized Professor Richter’s registration only to Oetober 1, 1952, since it 
appeared that section 404 of the Nationality Act of 1940 would operate to divest 
him of American citizenship sometime in October 1952 if he continues to reside 
in Germany. 

There are enclosed a copy of a letter of January 28, 1952, from Professor Richter 
to Mr. Howland Sargeant of wang? Department and a copy of a letter of March 10, 
1952, from the Honorable John J. MeCloy, United States High Commissioner for 
Germany, which set forth reasons why it is considered desirable from the stand- 
point of the interests of the United States that Professor Richter continue to 
serve as rector of the University of Bonn. A copy of a memorandum explaining 
why it is not possible to document Professor Richter as an American citizen 
beyond October 1952 is also enclosed. The Department considers that, as a 
general rule, it is inexpedient to extend relief by means of a private bill in a case 
such as this, in which the beneficiary has spent so little time in the United States 
during his lifetime; but, in view of the special considerations which exist in this 
case, it will offer no objection to favorable action on H. R. 7833. 

Sincerely vours, 
Jack F. McFatt, 
Assistant Secretary 
For the Acting Secretary of State) 


The letter signed by the United States High Commissioner for 
Germany, referred to in the State Department report, reads as 
follows: 

Unirep Srates High CoMMISSIONER FOR GERMANY, 
A. £. G. Rc care of Postmaster, 
Vew York, N. Y., March 10, 1952 
Mrs. Ruta B. SHIPLEY, 
Chief, Passport Division, 
Department of State, Washington, D. C. 

My Dear Mrs. Suipuey: If I appear to be departing somewhat from long- 
established procedures in this matter, it is only because I think it of sufficient 
importance to bring to your personal attention, 

Briefly the situation is this: 

Prof. Werner Richter is a naturalized American citizen who came to Germany 
in October of 1949 and who in October of last vear was elected rektor of the Uni- 
versity of Bonn. His present passport expires on April 28, 1952, and the consul 
general in) Duesseldorf is prepared to issue to him a new passport, which can, under 
the provis i of the Nationality Act of 1940, only be made valid through the 
end of the 3-year period during which he will pe resided in Germany; that is, 
until some time in October 1952. 
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Vhe rektor of a German university has a position corresponding to that of the 


president at an American university. ‘Tradition in Germany makes him a man 
of outstanding position in) the COMMUNILV, and he eyereimes [aree fli ( ] le 
and outside university circles. There is political as we as cultural significance 
in his work. 

It is particularly gratifving that an American citiz hould have been elected 
as rektor of a German university. Professor Richter is an aggressive chat 
of edueational reform and of democraeyv in general. IL have the greatest respeet 
for him as a person and count him a major asset to us in our effort His con- 
tinued work in Germany, particularly when we are contrac r our official activi- 
ties, will be of definite value to the continuing efforts of democraey t rise here 

The consul general in Duesseldorf is submitting to the Depart: t the « r 
offieer’s opinion required by the Department in co ( Wit cli 10H 0 
the Nationality Act. Kindly consider this letter my personal recommendation 
that every consideration be give to extending Professor Riehter’s passport and 
to continuing in effeet his registration as a American r ling at ad 


Sincerely yours, 


Mr. Walter, the author of this bill, submitted the following letters 
of recommendation regarding Prof. Werner Richter 


MUHLENBERG COLLEGE, 
A/ientown. Pa... May 28, 15 
To Whom fi May Concern: 


I should like to testify to the character, professto! al mtegri 
Prof. Werner Richter, a former professor in the department of 
losophy here at Muhlenberg College 

Professor Richter was a scholar and philosopher of cor 
before he came to Muhlenberg, and he continued his fine reput 
here; and it is hoped by all means that he shall be able to ret: 
citizenship. \Iy colleagues on the faculty will yO. trie 
necessary. 

Yours very truly, 





MUHLENBERG COLLEGE, 
Allentown, Pa., May 23, 1952. 
To Whom It May Concern 
During the few vears that Prof. Werner Richter was a colleague on the Muhlen- 
berg College faculty, I found him to be a Christian gentleman of the highest 
character, reserved in his demeanor, and a true scholar with worthy ideals. 
He has in every action of which I am aware been a loyal citizen, and I am pleased 
to join in this effort to help him retain his citizenship 
GEORGE H. Branpes, Ph. D., 
Head of Chemistry Department. 


MUHLENBERG COLLEGE, 
All niown, Pa 7 Vay “0, 1952. 
To Whom It May Concern: 

IT knew Dr. Werner Richter as a colleague and friend on the Muhlenberg College 
faculty for several years and admired him greatly. He had a brilliant mind and 
was an excellent scholar in several fields. I was associated with him rather closely 
in Alpha Kappa Alpha (the honorary philosophical fraternity) and remember his 
talk on existentialism before that group as one of the most brilliant expositions 
of a difficult concept that I have ever had the pleasure of hearing. 

To the best of my knowledge and belief, Dr. Werner Richter is a Christian 
gentleman and a loyal and patriotic American citizen. 

Perry F. KEnNpDIG, 
He ad of English De partme nt. 
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MUHLENBERG COLLEGE, 
Allentown, Pa., May 23. 1952. 





To Whom It May Concern: 

Prof. Werner Richter, a former professor in the department of religion and 
philosophy at Muhlenberg College, is a scholar of international reputation and a 
man of integrity and pronounced idealism. My contacts with him, both pro- 
fessionally and socially, here at Muhlenberg meant much to me, to the stimulus 
they gave me in my own scholarly work and in the feeling that there are still men 
of character exerting their influence in education and societ, 

I feel sure that it would be a distinct loss to America if Professor Richter does 
not retain his American citizenship. 

{aLpH C. Woop, 
Head of Department of German. 


MUHLENBERG COLLEGE, 
Allentown, Pa., May 23, 1952 


To Whom It May Concern: 

This is to certify that I have known Dr. Werner Richter since he was associated 
with Muhlenberg. He is a man of fine character and high intellect. He was 
very successful as a teacher and was well liked by his students and associates on 
the faculty. 

There never was any question about his loyalty to the United States. 

J. V. SHANKWEILER, 
Head of the Department of Biology. 


MUHLENBERG COLLEGE, 
DEPARTMENT OF History AND Po.LiticaL SCIENCE, 
Allentown, Pa., May 28, 1982. 
To Whom It May Concern: 

It was my pleasure to know Dr. Werner Richter during my first year as a mem- 
ber of the faculty of Muhlenberg College. It would, in my estimation, be ex- 
tremely unfortunate if Dr. Richter were not permitted to keep his American 
citizenship. He is an educator of the highest tvpe and a profound thinker. 
We in this country can ill afford to lose the potential service that a man of Dr 
Richter’s caliber can give. 

From my colleagues on the faculty at Muhlenberg College I heard nothing but 
praise of the excellent influence that Dr. Richter brought to us, not only in his 
associations with his colleagues but with the students as well 

As a result, I would most strenuously urge that the pending legislation, which 
would permit Dr. Richter to maintain his American citizenship, be passed with- 
out delay. 

Respectfully, 
R. E. Lorisx, 


Assistant Professor. 
Mr. Walter also appeared before a subcommittee of the Committee 
on the Judiciary and urged the enactment of his measure, with an 
amendment to include the name of Prof. Max Horkheimer, the bene- 
ficiary of H. R. 8164. 
The cases of Professor Richter and Professor Horkheimer are iden- 
tical, as pointed out by the following correspondence: 


DEPARTMENT OF STATE, 
Washington, May 27, 1952. 

Hon. Jacos K. Javits, 
House of Representatives. 


My Dear Mr. Javirs: I received the enclosed letter from Mr. MeCloy, 
regarding Prof. Max Horkheimer, rector of Frankfort University, and am trans- 
mitting it to you at Mr. McClovy’s request. 

As Mr. McCloy points out, Dr. Horkheimer’s case is similar to that of Dr. 
Richter’s, both of whom are doing an excellent job in helping to make young 
Germany democratic. It will, therefore, be of material assistance for the ac- 
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complishment of United States objectives in Germany if it would be possible for 
2ach of them to continue as rector of his respective university for one more year. 
Sincerely yours, 
Henry J. KELLERMANN, 
Director. O fhice of Ge nan Pub Aff 


Unirep States HicH CoMMISSIONER FOR GERMANY 
APO 80. care of Postmaste Ni Yo Vy. ¥ 
Hon. Jacopw K. JAVITs, 
House of Re presentatives, 


Washington, dD. Gc; 

My Dear Mr. Javirs: You will recall that in my letter of April 17, 1952, 
concerning Professor Richter, I mentioned also the similar situation of Prof. Max 
Horkheimer, the rektor of Frankfort University. I said in my letter that it 
peared that there would be no difficulty in Professor Horkheimer’s case. 

It appears that we were wrong. Professor Horkheimer’s case has been ex- 
amined in the State Department and it has been determined that he does not 
come under the exceptions provided by section 406 (b) of the Nationality Act 
of 1940. Although I naturally hesitate to burden you with this additional prob- 
lem, I do feel that his great help in our work here justifies whatever efforts may be 
possible. Iam asking you, therefore, to consider including Professor Horkheimer 
in the private bill I suggested in my previous letter. 

For your information in this connection, Professor Horkheimer came to Germany 
in February of 1950, and under the provisions of the Nationality Act of 1940 his 
passport can only be valid until February 1953. Although his present term as 
rektor expires in October of this year, there is a strong desire, both on the part of 
Frankfort University and of my staff, to extend his term as rektor beyond the date 
of his passport’s present validity. 

Sincerely vours, 


ap- 


JoHN J. McCroy, 
United State Hial C'omn ? oner for Ge rmany. 
Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 7833, as amended, should be enacted, and it 
accordingly recommends that the bill do pass 


ff ~ 
\ 
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JUNE 25, 1952 Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Wiison of Texas, from the Committee on the Judiciary, submitted 


the following 


REPORT 
[To accompany H. R. 7850] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7850) for the relief of Leopold Laufer and Elfriede Laufer, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass 


PURPOSE OF THE BILI 


The purpose of this bill is to facilitate the admission into the 
United States of two minor Austrian children to be adopted by citizens 
of the United States. 

GENERAL INFORMATION 


Mr. Widnall, the author of this bill, submitted the following state- 

ment in support of his bill: 
House oF REPRESENTATIVES, 
Washington, D. C., June 
Re H. R. 7850 for the relief of Leopold Laufer and Elfriede Laufer. 
To the Subcommittee on Immigration: 

I urgently request favorable consideration of H. R. 7850 for the relief of Leopold 
and Elfriede Laufer, orphaned children currently residing in the Orphan Home of 
the Catholic Charities of Vienna and sponsored by Mr. and Mrs. Adam G. Roth, 
of Pleasant Grove, N. J. 

Mr. and Mrs. Roth adopted the two younger children of this family and they 
were admitted under the Displaced Persons Act. But Leopold and Elfriede were 
just a little too old to qualify under the act. The mother of these children died 
in 1949 and the father in 1951 

The Roth’s are anxious to keep the four children together and a favorablk 


decision in behalf of the two older children mentioned in H. R. 7850 would 
accomplish this. 
Mr. and Mrs. Roth are willing to have the e iren brought to the United 


States at their expense In order to adopt them 
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In addition, Mr. Widnall submitted the following memorandum and 
letters which contain the pertinent facts in this case: 


MemoranpuM For Bint To BE PRESENTED TO THE CONGRESS OF THE UNITED 
Sravres or AMERICA IN BEHALF OF THE Wak ORPHANS ELFRIEDE LAUFER AND 
LEOPOLD LAUFER 


iifriede Laufer, born July 2, 1939, in Vienna, Austria, as the legitimate daughter 
of Kar! Laufer and of Maria Laufer, nee Berezkovits, of Vienna, Austria, at the 
present time living in the Orphan Home of the Catholic Charities of Vienna, 
Wien 18, Lacknergasse YS. 

Her brother, Leopold Peter Laufer, a legitimate child of the same father and 
mother, born August 10, 1941, in Vienna, Austria, is living at the present time in 
the Orphan Home of the Cathotie Charities of Vienna, Wien 16, Riickertg. 5-7 

‘he father of these children, Karl Laufer, a former employee of the eity of 
Vienna, died July 26, 1951, in Vienna, from heart disease and other complications 

The mother, Maria Theresia Laufer, nee Berezkovits, died August 1, 1949, from 
eancer of the gall bladder. 

The living expenses in the orphan homes for both children are paid at the present 
time by their sponsors, Adam George Roth and Germaine Roth (his wife), of 
Crystal Springs Farm, Pleasant Grove, N. J. Mr. Adam Rothand Mrs. Germaine 
Roth are willing to have both children brought to the United States at their 
expense in order to adopt them. 

‘Lhe reason for this lies therein that Mr.and Mrs. Roth already have the custody 
of the other Laufer children, namely, Rudolf Laufer, born January 18, 1944, and 
Irmtraud Laufer, born February 15, 1947. The minors Rudolf Laufer and Irm- 
traud Laufer were admitted to the United States, through the War Orphan’s Act, 
No. 2F, and were brought to the States December 21, 1951, by Rev. Henry 
M. Veith, pastor of the Chureh of the Holy Trinity, 226 Harrison Street, Passaic, 
N.J., who was appointed by the Austrian State as the legel representative and 
guardian for the two children till the time of their adoption by Mr. Adam Roth 
and Mrs. Germaine Roth. 

Mr. and Mrs. Roth are also willing to accept the two older Laufer children 
brother aud sister of Rudolf and Irmtraud) in order to give them a home and 
eventually to adopt them. Because of the faet that the two children, Elfriede 
Laufer and Leopold Laufer, have passed the age of 10, the War Orphan’s Act has 
no provision for them to be admitted to this country. For this reason, a special 
legislation is requested from the honorable Congress of the United States of 
America. 

A favorable decision of the Congress in behalf of the two older Laufer orphans 
will help 

First. To keep the four children together as a part of one and the same family, 
whose father and mother unfortunately died 

Second. The future of the two orphans, Eifriede and Leopold Laufer, will be 
cared for by Mr. and Mrs. Adam Roth, a future which otherwise would be a life 
of loneliness and separation in an orphans’ home. 

Third. Mr. and Mrs. Adam Roth, who already take care so generously of the 
two smaller Laufer children, namely, Rudolf and Irmtraud, will have a valuable 
assistance in the education of the two little ones, if their sister Elfriede and their 
brother Leopold will be permitted to join the Laufer children in the Roth family. 

The present guardian of Elfriede Laufer and Leopold Laufer, namely, the older 
sister Hermine (whose address is Vienna I], Untere Donaustrasse No. 39/26, 
Austria), has already expressed her willingness to release the two children for 
adoption by the Roth family. 

The Guardianship Court of Austria (District Court of the Inner City of Vienna, 
Vienna, I. Riemergasse 7, Section 1), has also given the assurance to Rev. Henry 
M. Veith that the Austrian State would make the same decision for the two older 
Laufer children, as it was done for Rudolf and Irmtraud Laufer. 

The American visa was secured for Rudolf Laufer and for Irmtraud Laufer 
through the good offices of the NCWC. For this reason the two children are 
supervised till adoption through the Catholic Charities of the Diocese of Paterson 
in Which district the present home of the children lies. 
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Father Verrn, 
Al present | enna, Il Rudolphsplatz. 
Dear Farner Verru: It was good to hear fror ou bv phone. Father lav and 
I am sorry that the connection was a poor on However, | 
in mv fetter what I discussed with vou in our 
Since both Leopold and I:ifrieda Laufer are over the age of 10 and are \ 


nationals, we do not haye anv scheme of emigratic it the present time for these 
children I discussed this matter with the United States cons 1iate I Irat furt 
and thev have sent me the routine form for registration for the regular ora of 
emigration Now | have sent these forms to Dr. Amie Actually I fe it it 
is better that we register these children under t scheme, @ tho he 
possibility of emigration will probably be 1, 2. or 6 vears before it can be rea 
Perhaps in the meat time some other scheme earn | me ava il 
time this is our only alternative, because the 1 r of 
\ustrian quota has almost reached its quota I wa ved by the United States 
consulate to have the registration forms filled out and returned to then et 
the end of December ] am sorrv that at this rie f ive no other pla for 
these children, but know vou will agree that it is better we follo his ] 
in a definite one, rather than hope that some other scl ‘ be produced 

It was good news to hear that the processing of the vounger two Laufer ¢ iret 
is coming along well It is indefinite Father, wher \ e able to agai Ore 
to Vienna. | hope to be able to come before vo veo December 14: | ever 
with many other urgent referrals on children’s cases, it may be impossible for 
to eet away. I will contact vou later and give \ lef vord 

Father, again mav I thank vou sinecerelv for vour very splendid assistance 
without vou the documentation and processing ol | t? id and Rudol; ) j 


have heen delaved. 
Sincerely and gratefully 


Passaic, N. J., January 21, 1952 
Hon. WittiaAmM B. WIpDNALL, 
Hackensack. N. ad. 


My Dear CoNGREssMAN WIDNALL: I represent Mr. and Mrs. Adam Roth, 
of Glen Rock, N. J. During the month of December 1951, Mr. and Mrs. Roth 
brought two children to this country from Vienna, Austria. The two children are 
brother and sister, under the age of 10 vears, and because of their age thev did not 
come within the immigration quota. There are two other children, above the 
age of 10 vears, to wit, 11 and 12 vears of age, also brother and sister of the two 
children who are now here. The two older ch ren are n Vienna, Austria, and 
Mr. and Mrs. Roth are desirous of bringing them here for the purpose of adopting 
them together with the two children already here, so that the complete family of 
brothers and sisters can be adopted 

Some time ago I had the occasion to talk to Congressman Canfield, and he 
together with someone else in the Immigration Office in Washington, ID. C 
suggested that if we did bring the two vounger children to this country, which has 
already been done, a special bill could be passed in Congress to bring the older 
brother and sister to this country, so that they would not come within the pro- 
visions of the immigration quota. The two children now in Austria are being 
provided for by Mr. and Mrs. Roth 

The Rev. Henry Veith, of Holy Trinity Church, Passaic, N. J., went to Vienna 
in December and brought the two youngest children to this country. They are 
now in the custody of Mr. and Mrs. Roth, and they will adopt them as soon as 
the legal requirements are met. 

Would you please be kind enough to arrange for an appointment with Reverend 
Veith and myself, so that we may discuss the possibility of having a special bill 
passed to bring the two children, now in Austria, to this country The reason 
why Congressman Canfield referred us to vou is because Mr. and Mrs. Roth 
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reside in Glen Rock and have a farm in Hunterdon County, which district you 
represent. 


If you desire to see us in Washington, I should be glad if you will set the time 
and place for the appointment so that we can get started on this matter. If it 
is more convenient for you at your Hackensack office, please Jet me know. 

With kind personal regards, I remain, 

Sincerely yours, 
MicHAEL ANDRUS. 

Upon consideration of all the facts in this case, the Committee is 
of the opinion that H. R. 7850 should be enacted and accordingly 
recommends that the bill do pass. 


CO 
VU 
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JuNE 25, 1952.—Committed to the Committee of the Whole Hot 
| 


to be printe 


LO j 


Miss THompson of Michigan, from the Committee on the Judiciary, 


I 


submitted the following 


REPORT 
{To accompany H. R. 8163 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 8163) for the relief of Hildegard Hobmeier, having considered 
the same, report favorably thereon without amendment and recom- 


mend that the bill do pass. 
PURPOSE OF THE BILL 


The purpose of this bill is to facilitate the admission into the United 


States of the German fiancée of a United States citizen serviceman 


GENERAL INFORMATION 


Mr. Walter, the author of this bill, appeared before a subcommitt 


of the Committee on the Judiciary, and testified as follows 

Set. Melvin C. Fehnel is a native of Northampton, Pa. H ed in G any 
from July 1948 until January 1952, and 9 months before his uN) ba t 
United States he filed an application with his superior officers jes 
he be permitted to marry Hildegard Hobmeier, of Munich, Germa 
ficiary of this bill. 

Before his petition was granted, Sergeant Fehnel received orders t 
the United States and has subsequently volur 1 for an ad 4 f 
duty in Germany. His request has not yet beet anted. 

At the present time Sergeant Fehnel is sta med at t N Cur 1 
General Depot, New Cumberland, Pa., and cd: 
as she is admitted into the United Stat 

Before introducing this legislation, I reque is | 
certain letters and affidavits attesti the 
and his fiancée, as well as the consent of his par : 
which have been submitted to the co 

Th: dowiments referred to} Mi Ws I StU Ion a S 


follows: 








HILDEGARD HOBMEIER 





2 DiscreLinaRy BARRACKS, 
(CUMBERLAND GENERAL Deport, 
New Crombe nd, Pa... June 1¢ 1952 





Subject: Character, conduct and marriage intentions of Sgt. Melvin C. Fehnel. 


1. The character and conduct rating of Sgt. Melvin ( Fehnel, RA—-33483685 
lent. 


i 
? Sergeant Fehnel, has consulted me about his intentions of marrvil 


H. KE. Swern, 
Vajior USAT 


lo Whom It May Concern 

I have known Sgt. Melvin C. Fehnel for more 
ind integrity has been proven and I take great 
haracter. 

His intentions to marry Hildegard Hobmeier has my greatest confidence and 
trust in this great venture. 


nd his leadership 
tifving to his high 





Joun Ek. Jacosy. 





NORTHAMPTON, Pa., June 18, 195 


Set. Melvin C. Fehnel, is well known to me Character of Sergeant Fehnel can 


be classified as excellent Phere is no doubt in my mind as to the honesty of his 
tention to marrv Miss Hobmeier, of Germany 
Wasyt DremMczyszyn. 
en 
New CUMBERLAND GENERAL Depot, UNITED Stati \RMY, 
OFFICE OF THE CHAPLAIN, 
Vew Cumberland, Pa., June 13, 1952. 
lo WH Vay ¢ i 
This is to state that [ have discussed thoroughly with Set. Melvin Fehnel, 
RA 38483685, his plans to bring to this country Miss Hobmeier from Germany 
ind marry her at the earliest opportunity. His plans are definite, clear and well 
hought out Recommend that whatever action is necessary to bring his financée 
his country for the purpose of marriage be take: 


GreoRGE M. ScHouMaAcHER, 


B Company Brancu, Untrep States Discrpninary BARRACKS, 
Vew Cumberland, Pa., June 15. 1952. 
Subject: Recommendation 
To Whom It May Concern: 

Sgt. Melvin C. Fehnel, RA 33483685, 2232-A USDB, New Cumberland, Pa., 
has been assigned to Company ‘‘B’’ as a shift leader over 6 months and during this 
time he has displaved exemplar traits of character and his honesty has been 
above reproach I have had personal knowledge of his character as well as his 
leadership ability and I do not hesitate in recommending Sergeant Fehnel in any 
job he may undertake, 


Tep 8. Russe.ii, Captain, CMP, 





HILDEGARD HOI o 
B Co Br CH | I STA’ 
New ( 
ml }¢ Rec { la ( 
To Who lt May Cor n 
| ie undersigned, have had Ss lel GC. d 
rf ver 6 mor hs a {url t t ‘ ] 
s traits of character and honesty t 
oO ive a ma ~ Sergeant Feline S 
: \\ } 
17 y ; 
/ serg o S 
996 1 4 
2232-a U.S. D. B., New CumMBERLAND, Pa., Jur 152 


To Whom It May Concern: 


I, the unde rsigned, have known Sgt. Melvin ¢ Fehr for over 1 veal Uuring 
this time I have worked under Sergeant Fehnel a 






al 11 g i L a5 
always impressed me as a being a fine leade His ( ira 1&3 
always held my esteem and I t < his integrity ardness in 
conduct plus his honesty is far beyond reproac! La lad ea ‘lated 
with a man of his honor. 
Cor I N PENDROTT! 
vi 894 U. S. Army 
JUNE 19, 1952 
lo Whom It May Concern: 
Sgt. Melvin C. Fehnel, is a son of our’s and has » get LTT 1 as far 


as we are concerned to Miss Hobmeier, of Germar 


Mr. and Mrs. Marvin C. FEHNEL, 


Mrs. FraNEY E. FEHNEL. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 8163 should be enacted and accordingly recom- 
mends that the bill do pass. 
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BRIDGE ACROSS THE MISSISSIPPE RIVER AT 
BETTENDORF, IOWA 


JUNE 25, 1952 Referred to the House Cal 


Mr. Larcape, from the Committee on Public Works, submitted tl 
following 


REPORT 
To accompany H. R. 8194 


The Committee on Public Works, to whom was referred t] 
(H. R. 8194) to amend an act approved May 26, 1928, relating 
bridge across the Mississippi River at Bettendorf, lowa, having Col 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass 

The committee held a hearing on H. R. 6049 and adopted certain 
amendments proposed by the Department of the Army and the Di 
partment of Commerce. H. R. 8194 was introduced as a clean bil 
and embodies the changes recommended by the committe: 

Section 1 of the act of May 26, 1928 (45 Stat. 759), which this bill 
amends, authorized certain individuals and their assigns to construct 
a bridge across the Mississippi River at Bettendorf, lowa. Section 3 
of that act authorized imposition of tolls subject to regulation by the 
Secretary of the Army under the authority contained in the Bridge 
Act of March 23, 1906 (33 U.S. C. 494 Sections 4 and 5 provided 
that after completion of the bridge the States, or any polit cal sub 
division, might acquire the bridge and continue to charge tolls. The 
amount paid for the bridge would be amortized within 20 vears from 


the date of acquiring the bridge, after which it was to be free of tolls 
or the rates adjusted to provide only for maintenance and operation 
Section 7 granted the right to transfer all the rights, powers, and priv- 
ileges conferred by the act. 

The bridge was actually constructed by the city of Davenport, 
lowa, as assignee, and sections 4 and 5 of the act proy iding for aequisi- 
tion by a public agency of the bridge after its completion, amortiz 
tion of the cost within 20 vears, and elimination or reduction 


cl 
hh oO} tolls 
thereafter, do not appear to have become effective 
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Witnesses testified that due to the industrial expansion in the 
vicinity of Bettendorf and the development and growth in the general 
area the existing two-lane bridge is badly congested with traffic and 
the construction and reconstruction work proposed by this bill, which 
would make possible one-way movement of traffic over the original 
and proposed new span, is needed to provide adequate bridge and 
bridge-approach facilities. 

The bridge is being operated and managed under the jurisdiction of 
the Davenport Bridge Commission and after the enlargement and re- 
construction of the bridge and approaches, including the construction 
of a separate but adjacent span, as authorized by H. R. 8194, the 
same commission will continue to collect tolls and to pay the amorti- 
zation and maintenance costs therefrom. 

This legislation is in conformity with the provisions of the General 
Bridge Act of 1946, as amended, and assures that within 30 years from 
the date of construction or acquisition of the adjacent span and upon 
completion of the enlargement and reconstruction of the present 
bridge and approaches, they shall be maintained free of tolls. 

The rates of toll fixed are subject to review by the Secretary of the 
Army. Plans for the existing bridge and proposed new span are like- 
wise subject to approval of the Secretary of the Army. 

The bill does not involve the expenditure of Federal funds. 

Reports of the Secretary of the Army and the Secretary of Commerce 
are set forth below. 





DEPARTMENT OF THE ARMY, 
Washington, D. C., May 12, 1952. 
Hon. CHarues A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. Buck ey: Reference is made to your request for the views of this 
Department with respect to H. R. 6049, Eighty-second Congress, second session, 
a bill to amend an act approved May 26, 1928, relating to a bridge across the 
Mississippi River at Bettendorf, Iowa. The Secretary of Defense has delegated 
to the Department of the Army the responsibility for expressing the views of the 
Department of Defense. 

The Department of the Army, on behalf of the Department of Defense, offers 
no objection to the favorable consideration of H. R. 6049, if amended as here- 
inafter recommended. 

Section 1 of the act of May 26, 1928 (45 Stat. 759) authorized certain individuals 
and their assigns to construct a bridge across the Mississippi River at Bettendorf, 
Iowa. By section 3 they were authorized to charge tolls subject to regulation by 
the Secretary of the Army under the authority contained in the Bridge Act of 
March 23, 1906 (33 U.S. C. 494). Sections 4 and 5 provided that after completion 
of the bridge the States or any political subdivision might acquire the bridge and 
continue to charge tolls. The amount paid for the bridge would be amortized 
within 20 years from the date of acquiring the bridge, after which it was to be free 
of tolls or the rates adjusted te provide only for maintenance and operation. 
Section 7 granted the right to transfer all the rights, powers, and privileges con- 
ferred by the act. 

The bridge was actually constructed by the city of Davenport, Iowa, as assignee, 
and sections 4 and 5 of the act providing for acquisition by a publie agency of the 
bridge after its completion, amortization of the cost within 20 years, and elimina- 
tion or reduction of tolls thereafter, do not appear to have become effective. 

H. R. 6049 would add to section 7 of the act a provision authorizing, from time 
to time, the enlargement and reconstruction of the bridge and approaches, includ- 
ing the construction of a separate but adjacent span, and the continuation of tolls 
to pay amortization and maintenance costs. As so amended the act would still 
not insure that the cost of the bridge will be amortized within a definite period 
or that the bridge will be made toll-free. The General Bridge Act of 1946, as 
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amended (33 U.S. C. 529), provides that tolls for an interstate bridge constructed 
or acquired by a political subdivision shall be adjusted to amortize t} t 


he cost withim 


30 vears from the date of construction or acquisition, and the bridge shall there- 
after be maintained free of tolls. In order to conform to the policy of the Con- 
gress expressed in the General Bridge Act of 1946 it is recommended that section | 
of H. R. 6049 be amended by deleting the words ‘from time to time, and 

line 11, page 1, and by inserting after ‘‘cost’’, in line 13, page 2, the words ‘‘as 


soon as possible under reasonable charges, but within a period of not 
thirty vears from the date of completing the work herein authorized in accord- 
ance with the approved plans, and after a sinking fund sufficient for such amorti 
zation shall have been so provided such bridge shall thereafter be maintained and 
operated free of tolls,”’. 

The bill does not involve the expenditure of funds by the United States 

An identical report on 8S. 2520, a companion bill, has been coordinated among 
the departments and boards of the Department of Defense in accordance 


with 
procedures prescribed by the Secretary of Defense 
The Bureau of the Budget has advised that there is no objection to the sub- 
mission of an identical report on S. 2520, the companion bill. 
Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Arn 


DEPARTMENT OF COMMERCE, 
Washinate n, J une 4 1952. 
Hon. CHarueEs A. BuckLey, 
Chairman, Committee on Public Works, 
House of Re presentatives, Washington, BAe 


DearR Mr. CHatrRMAN: This letter is in further reply to vour communication of 
February 5, 1952, requesting the comments of the Department concerning H. R. 
6049, a bill to amend an act approved May 26, 1928, relating to a bridge across 
the Mississippi River at Bettendorf, Iowa. 

The bill would amend section 7 of the act approved May 26, 1928 


15 Stat. 
759), which authorized construction of the existing lowa-Illinois Memorial Bridge 
across the Mississippi River between Bettendorf, Iowa, and Moline, Ill., by adding 
at the end of said section new language to authorize enlargement and reeonstrue- 
tion of said bridge, and approaches thereto, including the construction of a sepa- 
rate but adjacent span and approaches thereto with interconnections with the 
original span, 

Due to the industrial expansion in the vicinity of Bettendorf and the develop- 
ment and growth in the general area of Davenport and Bettendorf in Iowa and 
of Rock Island and Moline in Illinois, it is reported that the existing two-lane 
bridge is badly congested with traffic and that the proposed construction and re- 
construction work, which would make possible one-way movement of traffic 
over the original and proposed new span, is needed to provide adequate bridge 
and bridge-approach facilities. The existing bridge is operated as a toll facility 
by the Davenport Bridge Commission, an agency of the city of Davenport, Lowa, 
and it is reported that the toll revenues from this bridge have now provided funds 
sufficient to complete final payment of the cost thereof and have further provided 
a substantial surplus to apply toward the cost of the proposed improvement 

The act of May 26, 1928, which authorized construction of the original bridge, 
prescribed no limitation on the period during which tolls may be collected thereon, 
and neither does the pending bill in its present form prescribe any such limitation 
with respect to the collection of tolls on the present span after it has been enlarged 
and reconstructed in the manner proposed or on the 


A 


proposed adjacent span to 
be constructed. The bill provides that it shall be subject to the limitations ex- 
pressed in section 3 of the act of May 26, 1928, but said section 3 merely requires 
that the rates of toll fixed shall be the legal rates until cha i by the Secretary 
of the Army under the authority contained in the act of March 23, 1906 

The policy of Congress with respect to the collection of 
interstate bridge constructed or acquired by a State, municipality, or other politi- 
cal subdivision or public agency thereof, is now established under the General 
Bridge Act of 1946 (60 Stat. 812), as amended by an act approved May 25, 1948 
(62 Stat. G7). Section 506 of said act proy ides that the rates of toll for anv such 
bridge shall be so adjusted as to provide a fund sufficient to pay for the reasonable 
cost of maintaining, repairing, and operating the bridge and its approaches under 
economical management, and to provide a sinkil 


rer 


tolls for the use of any 


ig fund sufficient to amortize the 
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amount paid therefor, including reasonable interest and financing cost, as soon as 
possible under reasonable charges, but within a period of not to exceed 30 vears 
from the date of constructing or acquiring the same, and that after a sinking fund 
sufficient for such amortization shall have been so provided, such bridge shall 
thereafter be maintained and operated free of tolls. The pending bill in its present 
form, therefore, would be in direct conflict with such established policy as it would 
seemingly permit perpetuation of tolls with no statutory provision to insure that 
tolls ultimately would cease. 

The Department is of the view, therefore, that the bill should be amended so 
that the existing bridge and proposed new span, upon amortization of the cost of 
the proposed improvements, will become free of tolls in line with the policy now 


‘stablished under the General Bridge Act of 1946, as amended. To accomplish 
this it is recommended that the pending bill be amended as follows 
In line 11, page 1, strike out the words “‘from time to time, and’’. Sueh words 


would seem unnecessary and might readily be construed to permit readjustment 
and further continuation of tolls for the purpose of financing future improvements 
hat may be proposed from time to time, subsequent to those now contemplated 


In line 13, page 2, immediately following the comma after the word “cost” 


nsert the words ‘‘as soon as possible under reasonable charges, but within a 
period of not to exceed thirty vears from the date of completion of such improve- 
nents, and after a sinking fund sufficient for such amortization shall bave been so 
provided, such bridge and adjacent span shall thereafter be maintained and 


operated free of tolls 


Change the designation of ‘‘See. 2.”’ to “See. 3."’, and insert a new section to be 


sign 2.’’, to read as follows 
Sec second sentence of section 5 of the act approved May 26, 1928, is 





hereby ‘d by substituting a period for the comma which immediately 
follows the words ‘operated free of tolls’ in said sentence, and by striking out the 
remaining language of the sentence.” 

The language which would be so stricken from the second sentence of said 
section 5 of the aet of May 26, 1928, authorizes endless continuation of tolls 
beyond the period required to amortize its cost for the purpose of maintaining, 
repairing, and operating the existing bridge and such language should be elim- 
inated since it is in conflict with the policy under the General Bridge Act of 1946 
that tolls should cease when a fund sufficient for amortization purposes has been 
provided. 

If the pending bill is amended in line with the foregoing recommendations, its 
enactment would be without objection to this Department. 

We are advised by the Bureau of the Budget that it would interpose no objection 
to the submission of this letter. 

If we can be of further assistance in this matter, please call upon us. 

Sincerely yours, 


CHARLES SAWYER, 
Secretary of Commerce. 
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S2p Concress ) HOUSE OF REPRESENTATIVES  ( REPORT 
Id Vexssion \ / No. 2308 


AMENDING THE ACT OF CONGRESS OF SEPTEMBER 
1935 (49 STAT. 1085), AS AMENDED 


JUNE 25, 1952.—Committed to the Cemr ee of the W eH e Oo! e State 


Mr. McMULLEN, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 7104) to amend the act of Congress of Septem- 
ber 3, 1935 (49 Stat. 1085), as amended, having considered the same, 
report favorably thereon with an amendment and recommend that the 
bill do pass. 

The amendment 1s as follows: 

Page e line 4: Strike the word ‘‘ Affaurs.”’ and insert in lieu thereof 


the following: 


Affairs: Provided further, That such payment sha be made first from any funds 
on deposit in the Treasury of the United States 1 the redit of tl] Menon 
Tribe drawing interest at the rate of 5 per centum and thereafter from funds 


drawing 4 per centum, 
EXPLANATION OF THI BILL 


The bill has as its purpose the authorization of a per capita payment 
of $1,000 to the enrolled members of the Menominee Tribe of Indians 
of the State of Wisconsin. Presently the Menominee Tribe has on 
deposit in the Treasury of the United States the sum of $9,819,989.04; 
$7,650,000 of this amount was received by the tribe in satisfaction of a 
1951 judgment by the Court of Claims against the United States 

The act of September 3, 1935 (49 Stat. 1085) conferred jurisdiction 
on the Court of Claims of the United States to hear and adjudicate all 
legal and equitable claims of whatsoever nature which the Menominee 
Tribe of Indians might have against the United States arising under 
or growing out of any treaties, agreements, wrongful handling of funds, 
ewc. As a result of this jurisdictional act the Menominee Tribe 
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AMEND ACT OF SEPTEMBER 38, 1935, AS AMENDED 


instituted action in the Court of Claims and received judgment which 
was settled, and after payment of all attorney fees netted to the tribe 
the before-mentioned amount of $7,650,000 which was placed to their 
credit in the United States Treasury. 

The last sentence of section 7 of the act of September 3, 1935, 
supra, provided as follows: 

The net amount of any judgment recovered shall be placed in the Treasury of 
the United States to the credit of the said Indians, and shall draw interest at the 
rate of 4 percent per annum and shall be thereafter subject to appropriation by 
Congress for the benefit of said Indians, including the purchase of lands and 
building of homes, and no part of said judgment shall be paid out in per capita 
payments to said Indians. 

H. R. 7104 would amend this portion of such act so as to permit 
the use of a part of such judgment funds for a $1,000 per capita 
payment. The committee has given most thorough consideration to 
the request of this tribe for the use of part of their funds for a per 
capita payment. The tribe made a good showing before the com- 
mittee and has evidenced to the satisfaction of the committee the 
qualifications necessary for the granting to each of the members of 
such tribe of this per capita payment. The committee, however, 
feels that since such tribe now has certain funds in the Treasury of 
the United States drawing interest at the rate of 5 percent, that such 
funds should be first exhausted by the per capita payment, and the 
bill has been so amended by the committee in order that 5 percent 
interest funds will be used first in this per capita payment and there- 
after the 4 percent funds. 

There were 3,060 members of the Menominee Tribe on the tribal 
rolls as of December 31, 1951. The per capita distribution of $1,000 
would be made to each of such enrolled members except for those 
who are receiving welfare contributions either from the tribal welfare 
program or under the social-security program. Thus, approximately 
$3,060,000 would be required of the Menominee funds fer this per 
capita payment. After such per capita payment the Menominees 
would have approximately $6,500,000 left to their credit in the Treas- 
ury of the United States. The tribe is one of the most advanced 
tribes in the United States, and it is felt by the committee and the 
Bureau of Indian Affairs that this tribe may soon be relieved of all 
Federal supervision and control. 

The tribe owns and operates a large logging and sawmill operation 
which furnishes employment to a majority of the members of the tribe 
and furnishes an excellent source of revenue to the tribe and its 
members. In view of these facts, the committee felt that it would be 
to the best interest of the tribe to grant this per capita payment. It 
is worthy of note that all of the members of the tribe joined in the 
request for this per capita payment. It is further worthy of note 
that this per capita payment will bring about a considerable saving 
to the United States in its interest payment. 


cr 
VW 
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AMENDING TITLE 17 OF THE UNITED STATES CODE ENTI1 

“COPYRIGHTS” WITH RESPECT TO THE DAY FOR TAKING A 
TION WHEN THE LAST DAY FOR TAKING SUCH ACTION FALLS 
ON SATURDAY, SUNDAY, OR A HOLIDAY 


JUNE 25, 1952 Referred to the House Ca 


Mr. Bryson, from the Committee on the Judiciary, submitted the 


follow rie’ 


REPORT 


lo accompany H. R. 82 


~é 


o 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 8273) to amend title 17 of the United States Code entitled 
“Copyrights” with respect to the dav for taking action when the last 
day for taking such action falls on Saturday, Sunday, or a holiday, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass 


STATEMENT 


H. R. 8273 is designed to enable the Copyright Office to receive, 


on the next business day aftera Sat urday , sunday, or holiday , deposits 
of material and payments of fees which the law requires to be made 


within a specified period of time, when that period ends on a Sat urday ; 
Sunday, or holiday. 

Examples of time periods specified in title 17 are those under sec- 
tions 22, 24, and 25. Under sections 24 and 25, an application for 
the renewal of a copyright for the second term of 28 years must be 
received in the Copy right Office within | vear prior to the expiration 
of the original 28-year term. Under section 22, the deposit and 
application for an ad interim covyright must be received in the 
Copyright Office within 6 months after publication abroad of the 
book or periodical. 

The time limitations are of particular importance with respect to 
renewal and ad interim applications and may be important in other 
instances. Valuable copyrights may be lost where the deposit, 
application, fee, or other material is not received in the Copyright 
Office in due time. 


2 AMEND TITLE 17 OF THE UNITED STATES CODE 


There have been a substantial number of cases in which the time 
period expired on a Saturday, Sunday, or holiday, and the required 
material was received on that last day. The Copyright Office has 
felt obliged to maintain facilities for the receipt of mail on all non- 
business days, and to provide special procedures for handling mail 
received on nonbusiness days together with mail received on the next 
business day. 

The proposed bill, by validating the deposit on the next business 
day of material due on a Saturday, Sunday, or holiday, would enable 
the Copyright Office to dispense with the operation of its mail facilities 
on nonbusiness days and thereby to simplify its procedures and 
effect some economy in the receipt and handling of its mail. 

The proposed bill is similar to existing legislation for the Patent 
Office (85 U.S. C., see. 21), which reads: 

Where “ day, or the last day, fixed by statute for taking any action or paying 
any fee in the United States Patent Office falls on Sunday, or on a holiday within 
the District ‘of Columbia, the action may be taken, or the fee paid, on the next 
succeeding secular or business day. 

H. R. 7794, which has passed the House of Representatives, would 
amend that section to cover due dates falling on a Saturday as well as 
on a Sunday or holiday. The proposed bill for the Copyright Office 
follows the same pattern. 


CHANGES IN EXISTING LAW 


In compliance with clause 2a of rule XIII of the Rules of the House 
of Representatives, there is printed below new matter proposed shown 
in italic: 


§ 216. When the day for taking action falls on Saturday, Sunday, or a 
holiday. 


Whe n the last day for making any di posit sin application, or for paying any fee, — 
for delivering any other material to the Copyright Office falls on Saturday, Sunday, or a 
holiday within the District of Columbia, such action may be taken on the next succeed- 
ing business da y. 


O 
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AUTHORIZING THE TRANSFER OF CERTAIN LANDS IN PUTNAM 
COUNTY, FLA., TO THE STATE BOARD OF EDUCATIO Ol 
FLORIDA FOR THE USE OF THE UNIVERSITY OF FLORIDA FOR 
EDUCATIONAL PURPOSES 


Mr Hat r from the Committee on Vii ut nt 1 rire n Kish I 3 


submitted the 


The Committee on Merchant Marine and her to whom was 
referred the bill 5. DDO authorizing the 1 nster ol ert I rhe | 
Putnam County, Fla... to the State Board of Ie l tion ol] Ihe i tol 


use of thre University of Florida for edue tional purposes, | ! Col 


| 
sidered the same, report favorably thereon thout 
recommend that the bill do pas 

The purpose of this bill is to authoriz i! direct the Secretary of 
the Interior to convey, on payment of $300, to the State Board of Edu- 
cation of the State of Florida, for the use o he | LV ¢ tv of | : 
such portions of the Federal Welaka fish | ery, Putnam County, 
Fla., acer rating approximately Do acre ‘ he may determine to be 
in excess of the needs of the Departme nt of the Int OI Phe | 
versity ot llorida de sires to use the land I co ection With studies 


of conservation of natural resources, land utilization, forestry, biology, 
botany, and natural history. 

At the present time, the University of Florida, under a long-term 
lease from the Department of Agriculture, is utilizing thousands of 
acres of land, immediately adjacent to the 55 acres of land above- 
mentioned, for botanical, biological, ichthyological, and other natural 
studies. The University of Florida desires to obtain title to these 55 
acres of unimproved land in orde) that it mav construct thereon some 
buildings which would enable it to better utilize the land leased from 
the Department of Agriculture. This land is several hundred miles 
distant from the University of Florida and some permanent buildings 
are needed in order LO better conduct the Various studies. The only 
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2 TRANSFER CERTAIN LANDS IN PUTNAM COUNTY, FLA. 
land in the vicinity on which the buildings could be constructed is 
included in the 55 acres. 

The acreage involved in the bill was acquired by the Federal Gov- 
ernment under authority of the Emergency Relief Act of April 8, 
1935, for $309. The bill provides that ‘the Federal Government will 
be paid $300 for the transfer of these lands to the State of Florida. 

The 55 acres are now a part of the Welaka fish hatchery. A witness 
from the Department of the Interior testified before your committee 
that this acreage is not essential to the operation of the hate hery and 
that the Department has no objection to the enactment of this pro- 
posed legislation. 

Provision is made in the bill that if the lands are not used for the 
educational purposes stated in the bill, or if at any time an attempt 
is made to transfer title or control to another, without the consent of 
the Secretary of the Interior, the lands shall revert to the United 
States. 

A similar bill (H. R. 444) was introduced in the House by the Hon. 
Charles E. Bennett, of Florida. 

Your committee knows of no opposition to the bill, and reports the 
bill favorably by unanimous vote. 
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Id Nession | | No. 2311 


RECOGNITION OF REPRESENTATIVES OF FEDERAL EM- 
PLOYEE ORGANIZATIONS IN GRIEVANCE PROCEDURES 


Mir. Karsten of Missouri, from the Committee on Post Offie 








2 AMEND ACT OF AUGUST 24, 1912, AS AMENDED 


The purpose of the above amendment is to insert language agree‘ 
to by the committee in lieu of language contained in the bill as in- 
troduced. 


STATEMENT 


As amended, the bill which this report accompanies would further 
amend the act of August 24, 1912 (U.S. C. 1946 ed., title 5, see. 652) 
by adding a new subsection providing statutory recognition of organ- 
izations of postal and Federal employees. The bill would establish 
the right of employees, through their organizations, to present griev- 
ances in behalf of their members without restraint, coercion, inter- 
ference, intimidation or reprisal. It would require the heads of 
departments and agencies to promulgate regulations specifying that 
administrative officers shall, upon request, confer either in person or 
through representatives with officers or representatives of employee 
organizations on matters of policy affecting working conditions, 
safety, in-service training, labor-management cooperation, methods 
of adjusting grievances, appeals, granting of leaves, promotions, 
demotions, rates of pay and reductions in fore e, and to carry on any 
other lawful activity. 

There may be some who will question the intent of this legislation 
and attempt to find therein something destructive of sound govern- 
mental policy. They will profess to see ghosts and hobgoblins where 
none exist. While lamenting the committee action as frivolous, 
unnecessary and repetitive of. regulations now in effect, they will in 
the same breath find in the bill something sinister and designed to 
destroy all that is good and holy. In running from one extreme to 
the other they will miss completely the real intent and purpose of the 
legislation which is to provide a means by which an orderly proceedure 
may be set up to adjust the grievances of employees and thus eliminate 
the causes of friction which is destructive of efficiency. 

The bill would not provide a right of such employees to strike or to 
engage in any activities to the deteriment of efficiency or good manage- 
ment practices. It is in complete harmony with policies heretofore 
established by the Congress for the employees of private industry. 

In the view of the committee, there is a special obligation on the 
part of both the Congress and the administrative departments and 
agencies to set up such machinery as may be necessary to assure civil 
service employees the benefits that arise from modern, sound labor- 
management policies. 

The views of the administration are perhaps best expressed in the 
statement by the Honorable F. J. Lawton, Director of the Bureau of 
the Budget. In a letter addressed to the chairman of the committee, 
Mr. Lawton stated: 

It is believed that these problems are overcome in the substitute language 
submitted to your committee by the Civil Service Commission. In matters in 
this area, the Bureau of the Budget regards the Civil Service Commission as 
having primary leadership in the executive branch. Therefore, if your committee 
desires to take action on this matter, the Bureau of the Budget recommends that 
serious consideration be given to the Commission’s proposal. 

The committee amendment follows the recommendation of the 
Civil Service Commission and the language of the amended bill is, 
in general, the language suggested by the Conmission through its 
Chairman, the Honorable Robert Ramspeck. 


Re, PE 








ERIN Lew 
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While the bill was under consideration a question was raised as to 
the propriety of including the words “rates of pay and reductions 
in force’”’ in section (e) (2) of the bill as reported. It cannot be too 
strongly emphasized thas this language does not, nor is it intended to 
place in the hands of the agencies, by agreement with the employees 
or otherwise, the power to fix rates of pay which are and should be 
established by the Congress. Neither is it intended that this language 
place in the hands of the agencies, by agreement or otherwise, the 
power to prescribe how reductions in force shall be made. That, too, 
is a matter to be determined by the Congress. After the Congress 
has fixed rates of pay, however, the question of how such act is to be 
applied becomes a matter of administrative determination and there 
are valid reasons why employees, either as individuals or through their 
chosen representatives, should be allowed to confer with Bureau heads 
on such matters. 

We need go no further than December 13 of last year to find 
perfect example. On that date, the Postmaster General issued sup- 
plemental instructions with respect to Public Law 204, approved 
October 24, 1951. Those instructions provided in part that: 

3. All employees who were converted under Public Law 428 from grade 1 to 
grade 3 effective November 1, 1949, are considered as having been advanced two 
automatic grades, and are therefore not entitled to additional grades under 
section 4 (a) of Public Law 204. 

This ruling deprived many emplovees in the field postal service of 
benefits to which they believed themselves entitled, and they prop- 
erly took steps in support of their views. These steps consisted of 
conferring with the Postmaster General and subsequently with the 
representatives of the Comptroller General with the end result that 
the ruling of the Post Office Department was reversed as indicated in 
a decision of the Comptroller General (No. B-106 954) dated January 
16, 1952 from which the following is taken: 

My Dear Mr. PostmMasteER GENERAL: Reference is made to your letter of 
December 29, 1951, your reference 4, requesting a decision as to the correctness 
of the conclusion reached in an opinion by the Solicitor for the Post Office Depart- 
ment, which is quoted in your letter, involving the application of section 4 (a) of 
the act of October 24, 1951, Public Law 204, 65 Stat. 625, to a substitute clerk 
who received certain benefits under section 2 of the act of October 28, 1949, 
Public Law 428, 63 Stat. 953. There has been received, also, your letter of 
January 3, 1952, transmitting for consideration a statement containing the views 
expressed by the National Federation of Post Office Clerks regarding the applica- 


tion of said section 4 (a) of the referred-to act. 
* * * * a « 

In light of the foregoing there appears required the conclusion that the substi- 

tute employee here involved, who had 1 vear of service credit in grade 1 prior to 

his being placed in grade 3 on November 1, 1949, pursuant to section 2 (c), Public 


Law 428, was ‘advanced one automatic grade through the operation of such 
provisions” within the meaning of those words as used in section 4 (a), Public 
Law 204, and, therefore, the employee is entitled to be advanced one automatic 
grade under section 4 (a). 

Had there been in this instance an outright denial of the oppor- 
tunity for the emplovees to confer with the head of the department 
involved, a grave miscarriage of justice would have taken place. 

Other examples of this sort are not difficult to find. The enactment 
of legislation dealing with the question of pay or reduction in force is 
often attended by administrative problems and determinations which 
require that the employee have the right to confer on matters of 
policy and procedure. To deny such a right deprives employees of 
all redress in this field. 
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AGENCY VIEWS 


During the course of extended public hearings, representatives of 
many departments and agencies of the Government testified and 
without exception, each of them endorsed the principle of the legis- 
lation. Your committee found that there is in fact a wide latitude 
between the way such matters are handled in the different depart- 
ments and agencies. The major effect of this legislation will be to 
bring about a general review of emplovee-management relations by 
the Federal departments and agencies. It will result in a uniform 
emplover-employvee policy throughout the Federal service, and assure 
to emplovees in all agencies the consideration of their views on policy 
matters affecting them. 

Ina tvpical report, that of the Department of Defense, it was stated 
that the Department 


oncurs in the board objectives of H. R. 554 The three military cd partments 
have for many vears recognized the right of emplovees to join unions and other 
i 


employee organizations and have encouraged the representatives of such organ- 


ons to confer with management re presentatives on matters of mutual imterest, 


‘ 
as those listed in lines 11 through 14 of H. R. 554 


The representative of the Post Office Department testified that 


national officers of employee organizations are provided opportunities of con- 
rring with administrative officers on all matters of policy affecting emplovees 
Local officers of employee organizations are given a hearing by the postmaster 
In trative ¢ 2! OK level at a time such a request is 

Free discussion of local problems is encouraged ? 


Liowever, testimony oO! employer representatives indicated that 
while such regulations had been promulgated by the Postmaster 


General, they are often not enforced. In any instances where hear- 
's hay been requested, they have not been granted despite the 
et that the regulations specifically provide threat thes shall be granted 
hh lh an emplovee’s Opllon, a& grievance has not been satisfac- 

ly adjusted. In testimony before the subcommittee, a case involy- 


Was definitely 


employees ina midwestern city was cited wherein it v itel 
established that the Post Office Department made no claim that the 


pi 
} } + is | + 
naster had abided by these regulations nor did thev attempt to 
l "a } ry rt . t i} nn? if 
i I i 1uré O QO so. AECSTUNONY befor he ubcommittee 
} ; | s : ‘y ; } 
| nh some agencies where reguiations are ih ellect, pro- | 


i r for consultation with emptlovees, in all too many instances such 


! : ' 
0 gre observed 10 the breach rather than in the performance. 
| 


RETAINS PRESENT PRIVILEGI 


he committee points out that this legislation is not intended to 
Nn ut any present privileges enjoved b\ employees QO! emplovee 
organization been © such privileges mav not be enumerated 1) the 
hes matters which are specifically Sel forth hh the bill The legis- 


lation does, however, assure that certain specified policy matters must 
be included in the labor-management policies of the various dé part- 


ments or agencies as appropriate subjects for conferences or discus- 


‘ 


sions by the department or agency head and emplovee organization 
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HOOVER COMMISSION 


In the report of the Commission on Organization of the Executi 


Ve 
Branch of the Government (H. Doc. No. 63, Sist Cong., Ist sess 
recommendation 4 (d) provides that 
the heads of departments and agencies 1 
positive participation of employees in the at 
personnel polici Ss and practices. 
Your committee believes that the reported bill is in complete harmot 
with that recommendation and agrees that positive pa pation In 
the formulation and improvement ol pr rsonnetl policies ana ( Cs 


will be the iIne\ itable result of enactment of 1] ¢ \ 
The Central Intelligence Agen V Was CXeCrIIp (| from the pro\ ] 


of the bill for reasons outlined in them tet 


{ (>I l tl I'¢ - — 
( . 2 . 1 . ‘ t 
the Federal Bureau of Investigation was exempted 

Following are the reports of the execut yaart hn ad avene Ss 
it ° ; 4 ‘ 1 | r * 4 { 

1 committee poimts out that the objections set fo me ol 
these reports have been met by the new LAO Ae ao er 1) 
committee which appears in the committee amendment 

{ = ( 
a / f \ 
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Subsection (e) (2)—coverage and representation.—The bills would provide for 
recognition of the rights of officers or representatives of national organizations 
representing a majority of the employees in specified units. The Commission 
believes that recognition of the rights provided by subsection (e) (2) of the 
proposed legislation should be extended to all organizations of Federal em- 
ployees. Further, we believe that the Federal service, which generally is with- 
out experience in formal labor relations, should not be required to observe the 
full range of industry practice, including majority representation and its at- 
tendant complexity of election procedures, which has been developed through 
years of union-management experience in private enterprise. For these reasons, 
we recommend that the basie coverage provisions of the proposed legislation 
extend equal rights to the representatives of all Federal emplovee organizations, 
without reference to the basis for designation of such representatives. 

While majority representation should not be imposed on a mandatory basis 
on all agencies, the proposed legislation should not eliminate recognition of 
majority representation in certain Government employment situations (notably 
the Tennessee Valley Authority) where such practice already is incorporated 
in union-management agreements, or prohibit or limit its development elsewhere 
in the Federal service in the future. Therefore, we are suggesting language in 
the legislation which would permit, but not require, current or future observance 
of majority representation at the discretion of the agency head. 

Administration.— The right of representatives of emplovee organizations to 
confer with administrative officers and to represent individual members, and the 
conditions governing such activity, should be expressed in regulations promul- 
gated by the head of each department and agenev. In this way, agencies could 
establish orderly and mutually understood procedures for consultation with em- 
ployee organization representatives. To insure timely implementation of the basic 
provisions of the legislation we recommend that the language provide for promul- 
gation of such regulations within a definite time period. 

Membership solicitation and collection of dues.——To accord with prevailing 
practice in private industry, we recommend that the proposed legislation provide 
for the solicitation of membership and collection of fees or dues by representatives 
of employee organizations, but specify that such activity may be earried on only 
outside of regular working hours. 

Attached is a suggested draft of language which might be substituted for H. R. 
554, and H. R. 571, ineorporating the changes recommended herein. In addition, 
we suggest that the Central Intelligence Ageneyv, because of the special problems 
of that organization, be exempted from the provisions of this bill. 

I wish to emphasize my previous statement that no legislative action is required. 
The Commission has been informed that the Bureau of the Budget has no objec- 
tions to the submission of this report. 

By direction of the Commission: 

Sincerely yours, 
Rospert Ramspeck, Chairman. 

Enelosure 98059. 


[Bill—proposed substitute language for 8S. 408 and S. 563] 


e 1) Within six months after the effective date of this act, the head of 
each department and agency shall, after giving officers or representatives of 
employee organizations having members in such department or agency an op- 
portunity to present their views, promulgate regulations recognizing the right of 
such officers or representatives, without intimidation, coercion, interference, or 
reprisal, to confer with officers designated by the head of the department or 
ageney, under the conditions specified in such regulations, on matters of policy 
affecting working conditions, safety, in-service training, labor-management coop- 
eration, methods of adjusting grievances, appeals, granting of leave, promotions, 
demotions, rates of pay, and reduction in force; and when authorized by a mem- 
ber to represent the member in connection with such matters. Such regulations 
shall recognize the right of officers or representatives of employee organizations 
to solicit membership and collect fees or dues outside of regular working hours. 

2) The provisions of this act shall not affect agreements or practices in op- 
eration on or before the effective date of this act, or established after its enact- 
ment, insofar as such agreements or practices recognize officers or representa 
tives of employee organizations designated by a majority of employees in a given 
organizational unit or occupational classification as representing all employees 
in that unit or classification. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupat 
Washington, D. C.. March 6, 1952 
Hon. Tom Murray, 
Chairman, Committee on Post O fhice and ( Per ce, 
House of Re prese ntalives, Washingtor a fart 


My Dear Mr. Murray: In response to the committee’s request, the Bureau of 
the Budget is pleased to present the following comments concerning H. R. 554 
and H. R. 571, identical bills ‘‘To amend section 6 of the act of August 24, 1912, 
as amended, with respect to the recognition of organizations of postal and Fed- 
eral employees.” 

The general purpose of these bills appears to be to give formal recognit 
to the right of representatives of Federal emplovee organizations to present 
grievances and to consult with departmental officials on matters of personne] 
poliey. 

The Bureau of the Budget believes that departmental officials should consult 
with their employees on matters of personnel policy which come within their 
jurisdiction. It is our understanding that agency employee grievance procedures 
established as required under Executive Order 9830, of February 24, 1947, are now 
in effect in all departments and agencies, as approved by the Civil Service Com- 
mission. It is our further understanding that procedures for consulting wit! 
employees on matters of personnel policy are in effect in a great many of the 





departments. It appears, therefore, th further improvements in grievance 
procedures and in emplovee consultation procedures may be accomplished withou 
additional legislation. It is believed that in these matters, as in other areas of 
' administration, the departments and agencies should be permitted to work out 


problems arising under varying operating conditions 

If your committee desires to make a further declaration of legislative policy, 
we would like to point out certain problems which are presented by the language 

° of H. R. 554 and H. R. 571 as now written 

1. These bills would prohibit any regulation or restraint on the presentation of 
grievances to agency officials, and would require any ageney official to confer 
at any time with employee organizations at the request of the latter. It is be- 
lieved these rights should be exercised in an orderly manner, and within regular 
procedures established by agency heads after consultation with emplovee orga 
zations. Experience in these matters is gradually being built up in the Federal 
service under the existing grievance procedures 





2. The rights would be limited in the bills to organizations representing a ma- 
jority of emplovees of a department or subdivision. It is believed that a statu- 
tore requirement for majority representation in all agencies immediately, with 
the attending complexities of election, would not be wis On the other hand 
no action should be taken to eliminate naj,or VY represe 1t1O! yhere it now 
exists. 

3. The right of emplovee organizations to solicit ernbe rship and collect fees 
and dues is recognized in the bills Although these rights should not be denied, 
it is believed that such activity should be conducted outside regular working 


hours. 
4. In recognizing the right of officers and representatives of employee organi- 


zations to represent members, these bills do not mention the consent of the 
employee to such representation. Un 





ler existing Civil Service Commission and 
departmental grievance provisions, employees may be represented by persons of 
their own choice. 

It is believed these problems are overcome in the substitute language submitted 
to vour committee bv the Civil Service Commissior In matters in this area, 
the Bureau of the Budget regards the Civil Service Commission as having pri- 
mary leadership in the executive branch. Therefore, if your committee desires 
to take action on this matter, the Bureau of the Budget recommends that serious 


consideration be given the Commission’s proposa 


Sincerely vours, 
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1912, as amended, with respect to the recognitic f organizations of postal 
Federal employees 

This Department gives wholehearted endo ) e objectives of 
measure 

For the information of the committee, there is attached a docun 
forth the Department's general labor relatio poli This do re clit 
that it has been the policy of the Department to give ¢ lo rea : 
rights which the proposed I Wo { afl i ‘i , ( i mo oW 
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Department would have our support 

The Bureau of the Budget has advis« hat th no objectio » the 
MuUSSTON of this report to the ¢ MieTess 

Sincerely yours, 
Oscar | CHAPMAN 
Se Tai 
I Ne slre 
UNITED STavTeEs DEPARTMENT OF THE INTERIOR, 
MW ng dD. ¢ Jay 1, 26. 19 
Memorandum 
To: Heads of all bureaus and offices 
From: Mr. Osear L. Chapman, Under Secretary 
Subject: General bor Relations Policy for Ungraded Emplove of the 
partment of the Interior. 
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free from any and all restraint, interference, or coercion on the part of 
mental officers, administrators, managers, and super isors, and membe ( 
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lence of membership in and reliance upon a labor organization to prote ind 
vdivancee ‘ interests as Wage earne will be proper and dé able f thre 
hief administrative officer or manager concerned, after consultation with t 
officers of the labor organizations of the emplovees concerned, to promulgate a 
tatement of labor policy and procedure applying specifically to such bureau 
admin ation, agenev, corporation, establishment, or undertaking in keepin 
vith the terms of which statement schedules establishing rates of pav, regula 
1 I irs and g conditions of such emplove may be negotiated, di:- 
putes adjusted, ires to promote labor-management cooperation adopted 
In the event that the emplovees of such bureaus, administrat : 
agencies, corporations, establishments, un ki , or administrat ns 
or subdivisions thereof have already desi rvanizations ent 
them, and these organizations, in turn, have eouncil of « mS, 
which council is authorized and prepared to speak for all of 1 ee 
1, in addition, suggests to the administrative officer or h 
negotiating a statement of labor policy and pr cedure cer 





‘romavy enter negotiations with sueh council for purposes of agreeing 





ipon and jointly promulgating a statement of labor policy and procedure in keep 
ge with the terms of which, thereafter, appropriate schedules establishing rates 
f pav, hours regulations, and working conditions may be negotiated, disputes 
adjusted, and measures to promote labor-management cooperation adopted 
In the formulatior nd promulgation of specifie statements of labor policy and 


procedure jue consideration shall be given to the size of the administrative 
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shall be incorporated in written sehedules which shall be signed by the chief 
administrative officer or manager concerned and the appropriate officer or officers 
of the accredited organizations in behalf of all the emplovees represented by sucl 
organizations, and shall become effective upon approval by the Secretary of the 


Interior 








ldministrative committees to handle canferences with accredited emplouee epre- 
entatives \dministrators or managers, when engaged in the process of formu 
lating statements of labor policy and proced ire, either in consultations or bys 
negotiations with aceredited organizations of emplovees, or when engaged 
t} of new or the amendment of existing schedule Vill find it de 
- © COTRIMITTCeS ¢ three or more officers selected with regard to their 
knowledge and understanding of ing work and labor conditions peciall 

heir respective environments as well as for their reeognized lyiment and 
fairness labor atters generall 

\r roveqd Is i! If TOA 


TREASURY DEPARTMEN’ 
Was/ nator Va } 14 


House of Representatives, Washinaton. D. ( 

















\iy Dear Mr. CuatrmMan: Further reference is made to vour letter of Febr 
v 14 l 2, requestit a statement rf the Treasu Wepartment views oO! 
H. R. 554. a bill to amend section 6 of the a f August 24, 1912, as amended 
vith resp the 1 nit f organizati of post ind Federal empl ( 
Phe propos | lation would amend section 6 of the act of A 24, 1912 
5 | ms. 4 652) b i ing a ( t l re i the recog O! I nat i 
orga wons oO pres t kederal emplover betore 1 departme r agency 
S fica the ropos vislation woul ‘ he richt to officers or repr 
“ 1 es of na ) rea 79 ! represe! i malrorit of plovees of i 
i oras Vl ) of ad irtme! { pr ( t ¢ Va ‘ t Lil Ol 
bers it ) {1 also require ad rat thie ycont \ sucl 
! ! if ( ! matters of pol \ iff | Vor rg ! ret ! 
! abor nage me cooperatio net ls in adju ! Tita 
; ral if leay pro tions, demotio ites I pa ind 7 ( 
e bill would further require ad ra officers to rec 
ro ré esent of national o LNIZ ) oO sole! I Der 1) 
f, te a othe awful a ‘ Further ; 
prohibit a I coerciol nterfer imidatic ( reprisa 
mart of ar ist Officials and a lolation mig the 
Lis SUSPpens! ‘ removal or other punit nit ) 
| ( Ir Sur 1) irtment now reco I I ht of empl ‘ to ) 
! departmental policv has been publicized as folloy 
Kvery emplovee of the Department has the right either to join or to refra 
from joining any lawful organization or association of emplovees The exercise 
of this right is entirely voluntary on the part of each emplovee, and in no way 
his official status : 
as also long been the policy of the Department to permit emplovees pre- 
senting grievances to be represented by a perso! of their own choosing, including 
officers or representatives of national organizations, other unions or emplovec 
groups Administrative officials of the Department frequently confer with union 
representatives on various matters affecting emplovees, including those enume 








ated in the proposed legislation The Department does not permit the solicita 
tion of memt ers Ip or the colleetion of fees or d les on CGrovernment space during 


office hours but certain privileges are granted to union representatives, such as 
the use of Government space for meetings and the distribution of literature at 


hours that will not interfere with the work of the Department 








The bill wo give the right of reeognition to officers or representatives of 
national organizations representing a majority of the employees of the agene) 
or subdivisior But it does not provide machinery for determining what organi 
zation would have a majority of emplovees among its members In the past. it 
has been cot! trarv to the poliey of this Depart me nt to request any it formatior 
from organizations as to the number of members that it might have or the 


total number of employees of the Department that they represent Practically 
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representatives of said organization to solicit membership, collect dues, or carry 
on any other lawful activity without intimidation, coercion, interference, or 
reprisal. 

The proposed legislation is identical with that introduced under 8. 3202, 
Eighty-first Congress, second session, and 8. 408 and 8. 563, Eighty-second Con- 
gress, first session, upon which reports were submitted on April 3, 1950, February 
8, 1951, and February 28, 1951, respectively, to the chairman, Committee on Post 
Office and Civil Service, United States Senate. While the reports referred to 
were unfavorable to the contemplated legislation and the respective bills failed 
of enactment into law and repeated and persistent efforts to put such legislation 
on our statute books impels me to set forth with more emphasis basic reasons 
why H. R. 554 or any other bill containing similar proposals should not become 
law. 

Even a cursory examination of H. R. 554 discloses that those seeking its 
enactment fail to recognize or chocse to ignore the sharp distinction between 
industry and Government. Industry is responsible to its Owners, or share- 
holders, for profits. Im Government there are no profits. It is the taxpayers’ 
dellars which are being spent. The Government is responsible to every citizen 
of the United States—primarily throuch the duly elected representatives of such 
citizenry, the Coneress—fer good government. It is unthinkable that private 
ereups er creanizati ns should be elethed with statutory autherity to inter- 
fere with administrati n ef Government avcencies and eccntinuity of govern- 
mental cperations t» the detriment cf the citizens and taxpayers of this country 
as a whele. The bill in its present ferm may seem innecucus, but it could be 
the entering wedce susceptible cf being strencthened from time to time until 
it becomes a powerful tool in the hands cf a local or national private organi- 
zation. 

Although the estensible purpose of the bill is to pretect emplovees, whatever 
“or tecti n’ it might afford weuld be the wrong kind and fer the wrong people. 
It has been my cbservati>n over a lone period of vears that the honest, capable, 
and ecnscienticus Government employvees—whe are in the creat majcritvy—need 
no such pre tecti nas the bill would purport to give. The plain fact of the matter 
is that the bill well could operate to help keep incompetent and even dishonest em- 
plovees en the public payroll. 

The bill is not necessary. Few departments or agencies aside from the postal 
service have a majerity of administrative employees (as distinguished from 
emplovees in the trades) who belong to creanizations which could represent them 
as contemplated by the bill. The regulations of the Civil Service Commission 
now provide for the hearing of grievances from emplovees in the various de- 
partments and avencies. Statutes, or reculations ef the Commission, control 
reductions in force, the granting of leave, promotions, demotions, rates of pay, 
efficiency ratings, and appeals from such actions. If the action involves pos- 
sible loss of compensation, the emplovee may file a claim in the General Ac- 
counting Office or pursue the matter in the Court of Claims. 

The bill also is objectionable for other reasons. It does not specify who is 
to determine culpability of an administrator for the offenses referred to in 
subsection (e) (1). Subsection (e) (2) eontains no restriction avainst the carrying 
on of union activities during official working hours at public expense 
Undoubtedly it would have a tendency to mark and emphasize a distinction 
between employees and administrators which in reality does not exist and this 
would create an atmosphere conducive to discord and destruction cf morale. 

I am firmly convinced that approval of this bill would result in harassment 
and delay in efficient administration and would result in a considerable expense 
to the Government with no compensating benefit. From the standpoint of publie 
interest I can find no merit whatever in the bill and most strongly reeommend 
against its enactment into law. 

Sincerely yours, 





Linpsay C. WARREN 


’ ’ tog oa ; 
Comptroller General of the Unated States 
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OFFICE OF THE POSTMASTER GENERAL, 
Wash ngton, D. C., Februa =». 19 
Hon. Tom Murray, 
Chai man, Clommattee on Post O fhice and Cir Nert ¢ 
House of Rep sentatives, Wash ngton, dD. ¢ 
Dear Mr. CuatrMan: I} vour letter of February 16, with which vou trat 

mitted a ecopv of H. R. 554 eck Eh. oly kgs cag bills, and state that a hearing 
“prep seabapene 5 a ‘d for February 28 at 10 m., by asubcommitt to which these 
bills have been cchecveil, and ask that if possible I appear personally to give the 


committee the benefit of my views with regard there 








I have been requested to appear before the Appropriations Committee of the 
Senate on February 28 at 10 a. m., and probably will be requested to return for 
a continuation of the hearing on the following da It ill, therefore, be im- 
possible for me to appear personally before ir subeommittee considering the 
two bills. 

The report was submitted on these two bills under date of December 6, 1951, 
in which adverse recommendation was mad Similar proposed legislation has 
been under consideration over the vears, and several vears age forme! reside 
Roosevelt called some of the Ik lers for a ¢ ( \ ( ( i ! 
that there could be no ecolleetive bargaining on the part of Government emplovee 


He advised them that the Congress fixe he salaries, the hours of employment 
leave privil 
that, therefore, han CO ld be no collective bargalt u I rhe party ar Inatters 
which were fixed by legislation. TT s not true as to emplovees in outsid 
industrv as thev must bargain with the « vers concerning salaries, leave 
privileges, hours of employment, and all matters relating to pensions Therefore, 
there is necessity for collective bargaining and labor-management boards in 


outside industry. 





s, and annuities through the retireme iW He stated further 





Since Congress legislates on so manv of these matte for Gove nent eme- 
plovees there is necessity only for a method of har ng grievarice With refer- 
ence to working conditions, seniority rules, assignments, ete., and the Post 


Office Department has provided detailed instructions relating 1 resentat 
of grievances under an orderly procedure where any employe in present his 


grievance. He can start at 











lowest vel and carry the 1 hearing 
before the Postmaster if necessary We have had ver Liffic \ 
in handling grievances under tt rrocedut 
I am designating Mr. Clintor { I Dire ea f Post 
Office uerations. to appear bef 1 Hcol ‘ 1isW ri\ jue ns 
in which the members of the subcommittee mav | nterested 
Sincerely yours, 
] \] 1) 1 ( 


OFFICE OF TH ATTORNEY CrENERAL, 


Hon. Tom Murr 

Chairman, Committee on Post Office and ¢ Ne 

House of Representatives, Wasi nagton, D. ¢ 
My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice concerning the committee print, date 
of H. R. 554, a bill to amend section 6 of the act of August 24, 1912, as amended, 
with respect to the recognition of organi 
This committee print of H. R. 554 
24, 1912, as amended (5 U.S. C. 652), so as to add thereto a subsectio be des 

ignated ‘‘(e).’”” The new subsection would provide 
e Within six months after the effective date of this Act, the head of ea 











department and ageney shall, after giving officers or representative f em- 
plover rganizations hesian members in such departme r agency an op 
portunity to present their views, prot ilgate reg Tis poe ing tne 
conditions under which employees may, without intimidation, coercion, 
interference, or reprisal, confer with officers designated by the head of the 
departme nt or agency on matters of policy affecting worki ‘Ond 

safety, in-service training, labor-management peration, methods of ad- 
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justing grievances, appeals, granting of leave, promotions, demotions, rates of 
pay, and reduction in force. Such regulations shall recognize the right of 
officers or representatives of emplovee organizations to solicit membership 
and collect fees or dues outside of regular working hours. This subsection 
shall not apply to the Central Intelligence Agency or the Federal Bureau 





of Investigation 
It would seem that the primary purposes of the measure ar all de 
partments and agencies, with the exception of the Central Intelligence Ageney and 
the Federal Bureau of Investigation, to establish procedures for the presentation 


of employee grievances and suggestions on matters of policy relating to personnel 





to require 








problems, and affirmatively to provide a statutory right for employee organiza 
tions to participate in the formulation of such procedures. In this latter regard, 
the subsection would thus constitute a further recognition of the position of em- 
ployee organizations in Government, and is in accord with modern personne 


practice 
Whether or not this measure should be enacted presents a question of legislative 


poliev coneerning which the Department of Justice prefers not to make any 
comment. However, the following observations may be of interest and of som«e 
assistance to the committee 

fhe proposed subsection contains certain ambiguities which it may be well to 
resol ve For example, the question is raised as to whether it is intended that 
its application be limited to the executive branch of the Government and, further, 
whether it is intended that it apply to agencies of the District of Columbia govern 
ment Likewise, the question is left Open as to whether the solicitation of mem 
bership and the collection of fees or dues which are authorized may be performed 


on Government property. 
rhe committee mav also wish to consider whether the proposed subseetior 


should be amended so as to require that emplovee organizations benefiting from 








its provisions shall not be “affiliated with anv outside organization imposing at 
obligation or Gutby ’ . to engage In any strike, or proposing to assist 
in anv strike, against the United States.’’ Such a limitation is con- 


tained in subsection (ce) of seetion 6 of the aet of August 24, 1912, as amended 


There is also raised for the consideration of the committee the question of 
whether it would be preferable to provide for the establishment of basic regula 
tions to serve as a guide to departments and agencies in the promulgation of 
their respective regulations. Such an approach would result in more uniformity 
umong the agencies, which would appear to be desirable 

In view of the urgenev of the committee’s request it has ot bee possible 
to submit this report to the Bureau of the Budget for advice a e realtionship 





of the legislation to the program of the President 


sincere 


CENTRAL INTELLIGENCE AGENCY, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., September 13, 1951 


man. Committee on Post Office and Civil Se 
Hlo se OF Be presentative 8. Wash ngton ) dD. ( 


Drar Mr. CuarrMan: I have been informed that vour committee has scheduled 
earings on H. R. 554 and H. R. 571, which are bills to amend section 6 of the 
act of August 24, 1912, as amended, with respect to the recognition of organiza 
tions of postal and Federal emplovees For reasons set forth below, it is requested 


that the Central Intelligence Ageney be specifically exempted from the provisions 


of these bills 








I wish to state that our request for exemption is in no way based on any ‘‘anti- 
union’ beliefs in this Ageney On the contrary, our administrative instructions 
specificalls provi lk tha our emplovees have the right Lo Join any orga ALLor 
or association of employees, the policies of which are not in confliet with their 
oath of office. Our instructions further provide that in exercising this right our 
emplovees will be free from anv and all restraint, interference, or coercion on the 
part of administrative or supervisory personnel. 

It should be pointed out that the Central Intellige nee Agence, was Cc tablished 
to coordinate the foreign intelligence activities of the United States The Ageney 


has no police or law-enforcement powers, or internal security functions. How- 
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ever, [ wish to eall vour attention to the provisior f section 102(e) of the N 
Security Act of 1947 (Public Law 253, SOth ¢ g vhich reads 

“Notwithstanding the provisions of section 6 of the act of Aug 24, 1912 
(37 Stat. 555), or the provisions of al Vv other law, the Director ( t? | 
gence may, in his diseretion, terminate the emplovime of anv officer or a 
of the Agene, wheneve r he st al cde« m suet er! } ) { 
in the interests of the United States, but such termination sha 
right of such officer or emplovee to seek or accept 
partment or agency of the Government if declared eligibl 
bv the United States Civil Service Commissior 

Beeause of the nature of the work of the Central Int rence Age the ( 
gress felt that the Direetor m st have the Unusual au 0 V granted { 
102 (¢) to terminate the employment of any officer or emy ‘ eA 
Whenever such action appeared to be necessary or ad 
United Stat Inasmuch as sé on 1 ¢ fond ‘ rs 4 
the necessary authorities granted t Aa ye 
opposed to them in any f hict ( | ( 
ntelligence Age fror heir pre 
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am sure the ¢ ttee Ww i ! the tle 

he |] 1 legislatic 

| the writ ¢ il i | { 
Intelligence Ager I respectf 
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Congr 

=] core 


In comphance with paragraph 2a o e ALI « Rules of 
House of Representatives, changes in exis o] | 
as introduced. are shown 8 fo] 


existing law in which no change is propos + ahown 7) 4 
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tion at the rate received on the date of echt riod 
for which he received no compensation with re t ; . 
he was removed or suspended, less any amour earned m throug het 
employment during such period, and shall for all pur es eXce] e Ae a 


tion of leave be deemed to hay rendered set dane ( h pet 1 de 
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with respect to any appeal to proper authority under this paragraph shall be made 
at the earliest practicable date. 

(2) Any person who is discharged, suspended, or furloughed without pay, under 
section 14 of the Veterans’ Preference Act of 1944, as amended, who, after answer- 
ing the reasons advanced for such discharge, suspension, or furlough or after an 
appeal to the Civil Service Commission, as provided under such section, is rein- 
stated or restored to duty on the ground that such discharge, suspension, or fur- 
lough was unjustified or unwarranted, shall be paid compensation at the rate 
received on the date of such discharge, suspension, or furlough for the period for 
which he received no compensation with respect to the position from which he 
was discharged, suspended, or furloughed, less any amounts earned by him through 
other employment during such period, and shall for all purposes except the accu- 
mulation of leave be deemed to have rendered service during such period. 

(3) Any person removed or suspended without pay in a reduction in force who, 
after an appeal to proper authority, is reinstated or restored to duty on the ground 
that such removal or suspension was unjustified or unwarranted shall be paid 
compensation at the rate received on the date of such removal or suspension, for 
the period for which he received no compensation with respect to the position from 
which he was removed or suspended, less any amounts earned by him through 
other employment during such period, and shall for all purposes except the accu- 
mulation of leave be deemed to have rendered service during such period. A 
decision with respect to any appeal to proper authority under this paragraph shall 
be made at the earliest practicable date. 

¢) Membership in any society, association, club, or other form of organization 
of postal employees not affiliated with any outside organization imposing an 
obligation or duty upon them to engage in any strike, or proposing to assist them 
in any strike, against the United States, having for its objects, among other 
hings, improvements in the condition of labor of its members, including hours of 
abor and compensation therefor and leave of absence, by any person or groups of 
persons in said postal service, or the presenting by any such person or groups of 
persons Of any grievance or grievances to the Congress or any Member thereof 
shall not constitute or be cause for reduction in rank or compensation or removal 
of such person or groups of persons from said service 

(d) The right of persons employed in the civil service of the United States, 
either individually or collectively, to petition Congress, or any Member thereof, 
or to furnish information to either House of Congress, or to anv committee or 


member thereof, shall not be denied or interfered with 





é 1 The right of officers or representat ves of national o ganizations epresent ng 
majority of the employees of a depa nent o agency Oo subd SiO ¢ such lepa [- 
ment or agency, to present grievances in whalf of the members i} f esl / 
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hy ght on the part of an administrative offi ha he Cause or his spension 
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2?) Administrative officers shall at the request of office 0 epresentalives of the 
employees organizations enumerate 1 in section ‘ ] of this let cor eit n 
person or th ough duly desiqnated representatives, vith such o fhice or pre ntatives 
» matters of pol j atfectina pork nq conditions, safety, n-service train ng, (abo 

tnagement cooperation, methods of adjusting grievances, appeals, granting o eave, 
promotions, demotions, rates of pay an 1 reduction in force, and shall eCOgni ze the 
ght fs ch o fice s or éeprese ntative to solicit: membe } Dp, o'lect fees or duce S, OF 
arry on any other lawful activity, without intimidation, coercion, interference, o7 








MINORITY VIEWS ON H. R. 554 OF REPRESENTA- 
TIVE TOM MURRAY 


This legislation offers a most seriou challenge to the « 
administration of the Government of the United States i \ | 
that Congress will not be lulled into the acceptance of a radical and 
dangerous change in management responsibility un thi eof a 
mere restatement of existing employver-emplo policies by means 


of statute. 


This legislation should hot by UPProve ey 


| The legislation admitted], not hees iy ‘ - \e AW 
and regulations provide everythi hat the | atic ould o1 
should provide; 

2) The real purpose of the : ( hp 5 
organizations take ovel and run a |: pant Lt Ui Lul ol 
Government d partments and agencies; ana 

) The approval ot th 5 leoislat WO | 
hands of emplovees’ organizations al pportunit fo not 
direct the actions of administrato { uiso : 


thwart even the will ot Coneress 
I call the attention of the Members of the Hous: > thr 


on this bill which set forth the true motives and the ob vo of ti 
legislation Stripped of all camouflage, the real obje \ { estab 
lish collective bargaining in the Federal Go ment, and | quote 
from the reeord 
It ‘ j { 

our democracy uv i 
rial ol t oO rile Darga | 
to do that than in the Groverni nt its 

The bill may seem imnocuous, but it could be the entering wedes 
susceptible of bei iv strengthened Irom time to time iit becomes 
il powerful tool 19 the hands of local or national oreanizations to 
impede and disrupt the conduct of Government business lt \\ tye 
seen that the implications 1o the bill are much wider in scope and more 
far-reaching io effect than appear on the surface. This report is sub 
mitted to point out some of the most important testimory on the bill 
sod Clve the Members of the House an analysis of its wi 2 nesses and 
undoubted damaging results 

LEGISLATION UNNECESsS 

In the first place, it is abundantly evident from the hearings that 
this legislation is unnecessary. The present policy of the Governme 
has been most fair with respect to its treatment of emploves 
Lions. Everythi 1 that would be done mdel e bill ‘ s ay 
done ul der wo bill alread, is provided (>! »\ ihe Ilo ad-L | Ollett 
ameodmeat to a 1912 UP pPropriatlon a Tha Sn OV 
even the strongest proponents ot the bi ) 
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ment of the bill so that the administrative regulations implementing 
this law will themselves be tnflexibly written into law—a thinly dis- 
cruised demand for a weapon to hold over the heads of admi istrative 
officials who are charged by law with 1 respo} sibility for the efficient 
and economical conduct of Government business. 

There is no evidence whatever of failure of the Lloyd-La Follette 
provision. Not even one single real example was given at the hearings 
of failure or refusal of an administrative officer to hear just complaints 
or grievances of an employee or group of employees. On the other 
hand, agency after agency reported to the Committee on carefully 
planned, detailed programs which are in actual —— and are 
providing administratively all of the rights and benefits which are 
claimed for this legislation with none of its obvious drawbacks. Long 
established standards, cited at the hearings, show that the prince iples 
of employvee-management consultation are being given wide practical 
application. Civil Service Commission regulations issued under the 
1912 cadena provide the means to accomplish everything that 
could be done by statute if H. R. 554 is enacted into law. The first 
standard which agency plans must meet under regulations covering 
grievance procedures, originally published in 1941, is: 

Both supervisors and employees should have an opportunity to take part in 
developing and formulating the procedure. 

The Commission’s 1950 instruction requiring agencies to establish 
systematic promotion plans provides that: 

In the development of the promotion program, employees shall be consulted on 
appropriate aspects of the program. 

Federal personnel directors in 1951, through the Federal Personnel 
Council, adopted a statement of policy containing these principles: 

* %* * representatives of organized employee groups should be encouraged 
to discuss with officials of the agency questions of personnel policy of 


general interest to employees or other matters having to do with the interest and 
well-being of employees. 


* * * 


* * * * * * 

Organized employee groups may make recommendations and proposals regard- 
ing any policy, regulation, administrative instruction, or practice affecting em- 
plovment in the agency. The agency should consider carefully such proposals, 
recommendations, inquiries, or complaints presented by such groups and without 
undue delay take such action as is considered necessary and appropriate based on 
full and fair consideration of all the facts. 

It was brought out at the hearings that civil-service standards 
governing the establishment of agency grievance procedures require 
that “an employee should be unimpeded in presenting a grievance, 
and assured freedom from restraint, interference, coercion, discrimi- 
nation, or reprisal,’ and that ‘“The employee has the right to designate 
the representative of his own choosing to present his grievance.” 
Under these standards each agency must recognize the right of em- 
ployees to join or refrain from joining e mployee organizations, subject 
only to the prohibition against joining organizations which impose on 
employees the obligations to strike against the United States or which 
advocate the overthrow of our constitutional form of government. 
Several times it was stated categorically that no case had come to 
attention of the Civil Service Commission of refusal of an agency to 
consult with an employee or employee representative. The submission 
of any such instances was invited, but none was given. 
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That this legislation is neither needed nor desirable was aptly dem- 
onstrated by Civil Service Commission comment on attempted 
comparisons between conditions in the Federal Government and in 
private industry. Specifically, it was pointed out, large private in 
dustries set personnel and management policies through boards of 
directors. The need for laws to govern such private labor-manage- 
ment relationships stems to some extent from the fact that employees 
do not have access to the directors. In the Government it is different 
Personnel management is based on policies established by law 
Likewise, one of the major negotiating points of private emplovee 
unions is wages. One is working conditions. Another is working 
hours, Still another is employee pensions. All of these matters are 
in the sole jurisdiction of Congress so far as concerns the Federal 
emplovee. No administrative officer can sit down and make 
binding agreement on these matters with any employee union. The 
laws enacted by Congress cannot be modified by executive officers, 
and the latitude allowed such officers in the application of the laws is 
limited. Therefore, little or no purpose is served by forcing the 
officers to “consult” or “bargain” when they arepower less to abide 
by the results of any consultation that go bevond the law which 
governs them. There is simply nothing of importance to consult or 
bargain about. Moreover, unlike employees in private industry, 
Federal emplovees and their representatives have full access to the 
Congress and ample opportunity to be heard on all personnel policy 
matters which for them are determined by the Congress. 

Post Office Department statements, corroborating those of the Civil 
Service Commission, showed that 


¢ 


The present detail d mstructions y * pro. 1 +) ’ jey roeedn? for 
anv emplovee to present a grievance covering a1 situation B ‘ 
employee, if he feels the decision reached by lesser officia ( 
fair, can eventually appeal the matter to the Postmaster Genel or final ce 
The emplovee is not required to be a member of a mplo 
has the right to he represented | L ( " ee of emplo ele H 
these presentation without restraint, coersior nterfel 
reprisal 

The right of officers or representatives t licit ‘ ershit lect fees or 
dues, or to carry on anv cther lawful activi is not lestioned a { 
actions do not interfere with the normal operat ! ME 4 sta eC! 


The present law clearly recognizes the right of emplovees to become 
members of employee organizations and provides necessary protection 
to such employees incident to legitimate activities therein. During 
the many years this law has been in effect, the Post Office Depart- 
ment’s relationship with emplovee organizations was described as on 
the whole being amicable, and the Department and its representatives 
as being willing to discuss problems in which responsible employee 
organizations have an interest whenever such a discussion is requested, 
“Because of this,”’ the Department’s witness stated, “it is my opinion 
that this legislation is superfluous and its enactment would serve no 
useful purpose.” 

The Treasury Department report stressed the Department’s policy 
to permit employees presenting grievances to be repres ed | 
own choosing, including officers or representatives of nat 
other unions or employee groups 


and pointed out that 
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Practically all national unions have employees in the Treasury Department. 
This includes various crafts of the American Federation of Labor; the CIO; 
American Federation of Government Employees; National Federation of Federal 
Employees; the National Customs Association; National Association of Employees 
of Collectors of Internal Revenue, and others. 


The Department reported that the proposed new law would grant no 
benefits to employee organizations that are not already enjoyed by 
them under present policy, that every employee has the right to— 


choose his own representative, who may be a union representative, a fellow em- 
ployee or an attorney— 


and that— 


since it would not give to employees any real benefits that they do not now have, 
the Department does not feel that the proposed legislation is necessary and 
therefore, recommends against its enactment. 

The representatives of an employees’ association, in a statement 
submitted at the hearings, declared: 

The Assistant Secretary of the Treasury * * *, the Commissioner of 
Customs, the Assistant Commissioner of Customs, and department heads, are 


always willing to listen to any grievance presented to them by our association, 
I am happy to report that this fine example is followed, for the most part, throughe 


out Our service * * 

The Bureau of the eilent the Department of Defense, the Depart- 
ment of Justice, the Department of the Interior, and the Comptroller 
General all submitted reports or statements showing that existing 
procedures are entirely adequate so that the bill is not necessary. 
This unanimity of opinion against the need for this legislation on the 
part of officials charged with the duty of carrying on programs enacted 
by Congress is, I think, entitled to be given the greatest weight. 

It cannot be too strongly emphasized that under present circum- 
stances the growth of F ederal emplovees’ organizations is evidence in 
itself that they are treated fairly by officials of the Federal Govern- 
ment. 

THE HIDDEN PURPOSE OF THE BILL 


The ostensible purpose of this bill is to do no more than put on the 
statute books those benefits already being enjoyed and make them a 
matter of right, not sufferance. However, since as pointed out above 
what the bill purports to do already is being done under existing law, 
it is patent that the organizations seeking enactment of this bill must, 
therefore, have their sights set on some advantage above and beyond 
that which is readily apparent from the language of the bill. 

This far broader and more dangerous objective emerges from careful 
scrutiny of the testimony given by representatives of these organiza- 
tions at the hearings on the bill. The true potentialities of this legis- 
lation are brought into proper perspective by this testimony. 

At one point a representative of an employees’ organization said: 
“We earnestly hope that Congress will give employees a voice in 
policy changes that affect their working conditions, their health, 
their wages, “and all other aspects that go into the day-to-day job of 
Government employment.’ At one point it was said: ‘There is 
nothing radical or even new in the thought behind H. R. 554, except 
that it would obligate department and agency heads to follow methods 
and procedures already adopted with outstanding success by private 
industry.”’ This may mean the bill is the preamble to strikes, check- 
off of dues, the closed shop, ‘“featherbedding” and the slow-down. 
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Never has this Government recognized the right of its employees to 
belong to organizations which would strike against the Government. 
This principle is well rooted in the fundamental laws of our Govern- 
ment and restated in virtually every appropriation bill that has been 
approved by the House. But of course strikes are not the only way 
to terrorize, demoralize, and virtually halt the operations of the 
Government. Harassment of administrative officials by constant 
demands for conferences and consultations on the thousands of 
grievances, some justified and some not, that are bound to develop 
in the administration of a Government of over 25 million employees 
could well make an administrator's position intolerable. This bill 
proposes to require such consultations by law. The development of 
collective bargaining within the Federal Government——the real pur- 
pose of this bill—in some cases could be more paralyzing than a strike 
itself, 

At one point it was said, “as a matter of fact, the Post Office Depart- 
ment would be the ideal agency to use as a test tube for the program 
contemplated by H. R. 554.” Yet, in the postal service, which was 
a primary target of representatives of many of the employe e organiza- 
tions testifying on this bill, employee organizations have thrived 
Of the 351,000 regular emplovees in the postal service, virtually 
evervone is a member of an employee organization. At least, some 
of these organizations claim 100 percent membership or have so 
testified before our committee. The reare 100,000 dues-paving letter 
carriers contributing more than one-half million dollars a vear to their 
organization. Over 100,000 postal clerks belong to the two major 
postal clerk organizations. Thirty-one thousand rural letter carriers 
(over 100 percent membership) belong to the National Rural Letter 
Carriers Association. The postal transportation workers, the custo- 
dial employees and the motor vehicle operators all belong virtually to 
aman and pay dues to their respective organizations. What then is 
the motive, unless it be an ulterior one, at this late date in applying 
this “test tube” philosophy to an agency such as the Post Office 
Department which has a long record of practice admittedly fair 
treatment to the very people who at the hearings castigated the De- 
partment unmercifully? Veritably, this would be carrying coals to 
Newcastle. The only reasonable conclusion is that there is some other 
obscure purpose not readily apparent on the face of H. R. 554. 

With such a large organized membership, it is clear that the re- 
quirement by law that officials of the Post Office Department or any 
other department confer on all grievances is undesirable. It can be 
seen that the 500,000 postal workers and their grievances could take 
up a great deal of the time of management at any level, and in a 
planned campaign of harassment make the situation intolerable. 

These same organization representatives went even further. One 
of them said in effect that the Postmaster General's order curtailing 
mail deliveries in 1950 would not have been issued had this legisla- 
tion, ae consultation with emplovee organizations, been on 
the statute books. It will be recalled that the curtailment in postal 
service Was made necessary by the terms and amounts of appropriation 
bills. Twice the provision has been placed before Congress to reverse 
the Postmaster General on this policy, and on both occasions 
the Postmaster General was sustained. This sort of “interference 
complex”? by representatives of organized groups is its own. best 
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exposé. That is an example of the unmitigated temerity which we 
may expect if this bill does become law. People who may not even 
be on duty in an ageney and have no responsibility whatever for its 
effective operation—devoting their time instead to organizing and 
perhaps lobbying—nevertheless, arrogantly have served notice that 
they would put a stop to any administrative decision that did not 
sult them. 

At one place, the representative of an employees’ organization com- 
plained that “in the postal service this program does not admit rank 
and file representation on the panel to judge suggestions.”’ He 
testified “vou can go into the Post Office Department at any time, 
with your had in your hand, of course, * * * and put forth your 
grievances * * *.”’ Obviously, he feels this bill would send him 
into the Post Office peperinent with a club in his hand, since he ex- 
pressed confidence “if the bill is enacted into law, that the mandate 
given to the departmental leaders would mean that emplovee repre- 
sentatives would have a right by law to sit around a conference table 
* * * and take up all matters of mutual interest’ and said : 

“We want a part in shaping the policy of the Post Office Department. 
According to the testimony, it seems that ‘matters of mutual interest’ 
could mean how to run the Department—a responsibility which Con- 
eress has vested in the Department alone. 

Another attack on the Post Office Department went along similar 
lines. Previous attempts to get legislation like H. R. 554 were 
reviewed and some enlightening answers given. One was “I submit 
that the emplovee who does not join a union is shortsighted * * 
One, on the disadvantage of the Federal employees having no right 
to strike was, ““We lose an economic weapon that is valuable.” An- 
other was “The bill * * * does no more than extend to the 
employees of the Federal Government the same rights and privileges 
which the Federal Government insists private emplovers must extend 
to their employees.” The fair inference seems to be that an ultimate 
objective is to bring into the Federal Government each and every 
feature which characterizes labor-management rel: haut ps in private 
industry, regardless of how square the peg or round the hole 

As pointed out above, collective bargaining in the Federal Govern- 
ment is not consistent with the fundamental principle that employees 

‘annot strike against their Government. Yet historically in private 
dure collective bargaining has been the forerunner of contrivances 


’ 


such as the strike, the ¢ losed shop, check-off « f aoe: use Of official 
time, property, and personnel to carry on union activities, and the 
like. lL cannot stand by without doing all in my power to prevent 


approval of legislation designed to set the stage for cramming such 
arrangements —repugnant as they are to the interests of the Govern- 
ment and the taxpayers—down the throats of administrative officers 
and even the Congress itself, 


INTERFERENC&® WILH CONGRESS 


(part and aside from all other considerations, the potentialities of 
this legislation to thwart, frustrate and pervert the intention of 
Congress fully justify its summary rejection. The legislation is not 
ened. 


the reasons given, as much as it is to creating a situation whereby 


to the point of discussing grievances, although that is one of 
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AUTHORIZING THE SECRETARY OF THE ARMY TO CONVEY TH 
SAND. GRAVEL. AND CLAY DEPOSITS IN AND ON A CERTAI! 
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W. T. HEARD 


Mr. Brooks, from the Committee on Armed S { 
following 
» yy. > ry 
REPOR4 
[To accompany 8. 2582 

The Committee on Armed Services, to whon 
S. 2582) to authorize and direct the Se { rt t \ V! 
the sand, gravel, and clay deposits in and on a certain tract or p 
of land in Russell Countv, Ala., to W Hleard, hay sid 
the same, report favorably thereon without menaMment 3 1 i } 
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Benning Military Reservation. The brick plants employ approxi- 
mately 300 persons, whose loss of employment would have a con- 
siderable impact on the economy of the area concerned. In addition, 
the closing of the brick ple ants would result in increased costs to the 
Government for brick produc ts acquired in connection with construe- 
tion at Fort Benning. 

The land conveyed is a portion of a tract of 690 acres acquired by 
the Government from W. T. Heard in 1941 through a declaration of 
taking. Mr. Heard entered into a stipulation to accept $16,000 for 
the entire tract of 690 acres, of which only 183.71 acres are the subject 
of this bill. Mr. Heard has agreed to transfer title to the land, without 
profit, to the brick manufacturers of Columbus on a nondiscriminatory 


. previous bill to authorize reconveyance of the 690 acres met with 
an tnfavorable report from the Army. Conferences with the then 
Con mnding reneral at Fort Benning developed that he would be 
willing to approve the disposal of clay deposits on the traet under 
conditions that would not interfere with the full use of Lawson Air 


orcs jase at Fort Benning of the full employment of the land in 
event of full mobilization. \greement was re ached that local officials 
at Fort Benning would have no objection to a bill that conveyed merely 
th 


he el; i\ deposits, pro vided the removal of the clay was acc omplished 
ina manner that would not interfere with military operations. Never- 
theless, the Department of the Army did officially object to the second 
bill, which = pani of enactment. A third attempt was made in cooper- 
ition with local officials to restrict the area on which clay deposits 
would be ¢ onveyed, and the instant bill resulted. 
hen the House Committee on Armed Services considered House 
Jomt Resohition 65, a similar bill, the committee considered the 
objections which were raised by the Department of the Army and the 


Department of the Air Force. The committee was then advised that 
the land in question was a part of the Fort Benn 1O Military Reserva- 
tion and Was req ured for military purposes. Subseq lent i vestiga- 
tions revealed that the land has not been used by the Army in con- 
junction with the mission of Fort Benning; and the committee 
therefore rejects the position of the Army with reference thereto 

The Air Force objected on the basis that the recove cy f clav from 
the land in question would possibly interfere with the fhght zone to 
and from Lawson Air Force Base. It is to be noted that this bill 
reserves, Without cost to the Government, an aviation easement which 


will insure that no structures which can interfere with the aerial 

wp! roach to Lawson Air Force Base can be constructed or maintained. 
Subsequent to the hearings by the House committee, t 

Arm ! Services C‘ommittee conducted ayn mvestivation \V 


le Senate 


ich fully 


ort ie Senate 


comirmed the lorezome observations, and in its re] 
committee pomts out: 


In its deliberations on this bill the committee has taken notice of the cheerful 
willing: =: of C1ILIZeNs to give up their land wl en it appare! tiv was ne eded in the 
interest of national defense, and of frequent instances of reluctance on the part 
of Government departments to relinquish control when there is no ‘onger reason- 
able evidence of necessity for its retention. 


The principal provisions of the bill are: 
(1) The Secretary of the Army is authorized and directed to convey 
approximately 180 acres in fee simple title to W. T. Heard, who has 
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agreed to transfer the clay deposits on the land in question, without 
profit and on a nondiscriminatory basis, to the brick manufacturers 
in that area, clay deposits for the brick and tile industry in that area 
being almost depleted. 
(2 Recapture and reenwury rights, in the event of a national emer- 
gency, are reserved by the Government without cost or remuneratior 
of anv tvpe 

3) An avigation easement, withor nmen 
reserved to the Government, thereby protecting the Air Force interest 
in the approach zone in which t 

(4) The fair-market value of the land is to be determined by the 
Secretary of the Army, and any sums realized from the sale of the 


; 1 } } rt T ] ‘ ‘ 
land are to be deposited in the Treasury of the United States as 


f 
~ 
a“ 
J 


his land partially lies 


miscellaneous recerpts 


Che letter from the Department of the Arm nh opposition to the 


enactment of S. 2582, which objections are hereimbefore enumerated 
and answered by the committee, is hereto attached and made a part of 
the report. The De partment of the Arm has reported tha | is 
wmend! w@ Its Opposition report as a resu of findime’s b th) Senat 
subcommittee Investigation heretofore mentio1 
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It is noteworthy that regulations issued by the Gener: 





in implementation of the Federal Property and Administrative Services Act of 


1 | 
1949 provide for the disposition of excess sand, gravel, and clay deposit nder a 
con pet tiv } dd { procedure It s col sid re i that eve i! the sar 1 gra el, 
and ¢ ay deposits on the Heard tract were available for sale, such disposition 
should made iccordanee with existing law and regulations It is to be 
further noted that ( ateria Involved in this measure are neither critical 
stratecic, " ( supply and ean be found in abundance thr out the 
State of Alabama 

It is reeo fled that this measur ot be enacted into law 

| etm of this measure into law wil ot volve e expenditure of any 
Department of Defense funds 

An indentieal report on H. R. 6057, Kightv-second Congress, a similar bill, has 
been coordinated ng the departments and boards in the Department of 
Defense in accordance with proceedures preseribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there was no objection to the 
subt sion of an identical report on H. R. 6057 

sineerety Vvours 
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CHANGING THE NAME OF THE BONNEVILLE POWER 
ADMINISTRATION TO THE COLUMBIA POWER ADMIN- 
ISTRATION 





June 25, 1952.—Referred to the House Calendar and ordered to be printed, 


Mr. Bucktey, from the Committee on Public Works, submitted 
the following 


tEPORT 
[To accompany H. R. 6436] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 6436) to change the name of the Bonneville Power Adminis- 
tration to the Columbia Power Administration, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of H. R. 6436 is to provide a more suitable designa- 
tion for the agency known as the Bonneville Power Administration. 

Congress expressly created the Office of the Bonneville Power 

Administrator in the Bonneville Project Act of August 20, 1937. 
“Bonneville Power Administration” is not a statutory name, but its 
use as the name of this agency was approved in 1940 by the Acting 
Secretary of the Interior, and Congress has made reference to the 
“Bonneville Power Administration” in several appropriation acts. 
F While “Booneville Power Administration” was an apt title in 1937 
when its only work involved the distribution of power generated at the 
Bonneville Dam, the title now is misleading since the agency also 
distributes power from other dams in the Columbia Basin. These 
dams are all located in the Columbia River Basin in Oregon, Washing- 
ton, Idaho, and Montana. 

Naming of the agency handling the power from these dams for the 
Columbia Rivers seems most appropriate, and the committee recom- 
mends passage of the bill. 

Report of the Secretary of the Interior, in support of the bill, is 
set forth below: 





Tea 
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CHANGE NAME OF THE BONNEVILLE POWER ADMINISTRATION 


DePaRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 3, 1952 
Hon. Cuarues A. Buck ey, 
Chairman, Committee on Public Works, 
House of Re presentatives. 

My Dear Mr. Bouck ey: This is in response to your request for a report on 
H. R. 6436, a bill to change the name of the Bonneville Power Administration to 
the Columbia Power Administration. 

The provisions oi this bill have my wholehearted support. I earnestly recom- 
mend its passage, and feel, as do the Bonneville Power Administrator and _ his 


staff, that a change in the present misleading name of this ageney and title of its 


Administrator is long overdue. 

Congress expressly created the office of the Bonneville Power Administrator 
in tl Bonneville Project Act (act of August 20, 1937, ch. 720, 50 Stat. 731 
“Bonneville Power Administration” is not a statutorv name. but its use as the 
name of this agency Was approved in 1940 by the Acting Secretary of the Interior, 


as made reference to the “‘Bonneville Power Admir 


ration In 


and Congress 


Bonneville Power Administrator” in 1937 was an apt title because at that time 


the 1 yer mar duties of the ofhee to whiel f Itle app 1 were mited 
to the output of the Bonneville project. Even then, however, it was anticipated 
that the electrica ulation at Bonneville Dam would be interconnected with 
other genet a the region, and the Administrator’s duties have since 
the been extended to marketing the output of generating plants at Grand 


( ] Dan \ieNarv Dam, Chief Josep} Dam, Albeni Falls Dam, and severa 
smaller Federal dan These plants, as well as the transmission grid under the 
yur ‘ of Bonneville Power Administration are cated j e Columbia 


R r Ba Ore n, Washington, Idaho, and Montana 





Bonne e Power Administration supplied power at 261 points of delivery at 
locatio scattered throughout the major part of the Columbia River Basi 
el MM pAass rmore thar 200,000 square miles. The above outline of the phvsical 
extent of the activities of the Bonneville Power Administration clear! Ws 
that this agency simply has outgrown its present name 

| ileve t | Poiil nder consideration should | relativelv noncontroversial 

| Port provide Li I uit ition tor ( 

at ( Misunderstanding oO ( of the Bonneville Power 
A ms has aris pa northw ern M wna 





vi Power Administration activities and such activities of the Corps of Kngineers 

relate to operation of Bonneville Dam, a structure under the jurisdiction of the 
Cor Ihe rms “Bonneville Power Administration’? and “Bonneville Power 
Adi trator’ are not only ill-fitted for conti: d use, but also tend to mislead 
perso ho are not fully aware of the present extent of the responsibilities of the 
Bonneville Power Administrator It follows, therefore, that the proposed chanws 
( ! oO 1 be e pubic inter 

| RB ireau ot the i. leet has advised that there is no obj Lion to the sub 
mission of this report to vour committee. 

a aes 


O 
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DESIGNATING LAKE AT CHIEF JOSEPH DAM IN STATI 
OF WASHINGTON AS RUFUS WOODS LAKE 


JUNE 25, 1952. teferred to the House Calendar and ordered to | 


Mr. Buck.ey, from the Committee on Public Works, submitted the 


following 


REPORT 


The Committee on Public Works to whom was referred the bill 
(S. 1989) to designate the lake to be formed by the waters impounded 
by the Chief Joseph Dam in the State of Washington as Rufus Woods 
Lake, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

The site of the Chief Joseph Dam is on the Columbia River in the 
State of Washington. This is a power and navigation dam under con- 
struction by the Corps of Engineers. 

S. 1989 would designate the body of water behind the dam as Rufus 
Woods Lake in honor of Rufus Woods, now deceased, who was a highly 
respected publisher and one of the public power and reclamation 
pioneers of the West. 

The committee is advised that the bill has the 
groups and individuals of the Pacific Northwest. 

Reports filed with the Senate Committee on Public Works from the 
Department of the Army and the Department of the Interior indicate 
they have no objection to the provisions of the bill. 


support of interested 


nN 
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Mr. Tuomas, from the committee of conference submitted the 


followin: 


CONFERENCE REPORT 


The committee of conference on the disagreeing votes of the two 


Houses on the amendments of the Senate to the bill (El. R. 7072 
making appropriations for the Executive Office and sundry inde- 
pendent executive bureaus, boards, commissions, corporations, 


agencies, and offices, for the fiscal vear ending June 30, 1953, and for 
other purposes, having met, after full and free conference, have 
agreed to recommend and do recommend to thei respective Houses 
as follows: 

That the Senate recede from its amendments numbered 40, 42, 98 
103, 105, 123, 131, and 132. 

That the House recede from its disagreement LO the amendments ol 
the Senate numbered 5, 6, 12, 14, 15, 16, 18, 28, 67, 76, 77, 79. 82, 87, 
119, 124, 127, and 129 and agree to the same 


Amendment numbered 2: 
That the House recede from its disagreement to the amendment of 


the Senate numbered 2, and agree to the same with an amendment 
as follows: 
In lieu of the sum proposed by said amendment insert $32,250; 


and the Senate agree to the same. 

Amendment numbered 3: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 3. and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,461,200; 
and the Senate agree to the same. 


H. Rept. 2315, 8S2-2——1 
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Amendment numbered 4: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 4, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,475; and 
the Senate agree to the same. 
Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $17,590; and 
the Senate agree to the same. 

Amendment numbered 13: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,509,350; 
and the Senate agree to the same. 


Amendment numbered 20: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 20, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $479,250; and 
the Senate agree to the same. 


Amendment numbered 21: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 21, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $321 450,000; 
and the Senate agree to the same. 


Amendment numbered 22: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 22, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,408 460; 
and the Senate agree to the same. 


Amendment numbered 23: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 23, and agree to the same with an amendment as 
follows: 


In lieu of the sum proposed by said amendment insert $88,525; 
and the Senate agree to the same. 


Amendment numbered 24: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 24, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $202,500; 
and the Senate agree to the same. 
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Amendment numbered 25: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 25, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,085,700 ; 
and the Senate agree to the same. 


Amendment numbered 26: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $142,235; 
and the Senate agree to the same. 

Amendment numbered 27: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,053,800; 
and the Senate agree to the same. 


Amendment numbered 29: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 29, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $7,062,500; 
and the Senate agree to the same. 


Amendment numbered 30: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 30, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $7,960,000; 
and the Senate agree to the same. 

Amendment numbered 31:, 

That the House recede from its disagreement to the amendment 
of the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert: 

Exrecutive direction and staff operations for necessary €L Penses mn 
the performance of executive direction and staff operations for activities 
under the control of the General Services Administration; including no 
to exceed $97 385 for (LE PCNses of travel: not to erceed $250 for purchase 
of NeEWs pa pers and periodicals; and processing and dete mining net 
renegotiation rebaes; 34,140,750. 

Public Buildings Service - kor NECESSATY €LPenses ot real pre perty 
management and related activities as provided by law: including the 
salary of the Commissioner of Public Buildi qs at the rate of $16,500 
pel annum SO long as the position is held by the present incumbent: 
repair and improvement of public buildings and qrounds (ineluding 
furnishings and equipment under the control of the General Services 
Administration: rental of buildings in the District of Columbia: resto- 
ration of li axed prem iN i. moving Grorernment aie ncies in connection with 
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the ASSTYNIMENT, allocation, and tran sfer of building Space . di "7 olition of 
buildings; acquisition by purchase or otherwise and disposal by sale or 
otherwise of real estate and interesris therein: purchase of not lo erceed 
three possenss r motor vehicles for re place ment only; and not to ercecd 
$177 338 for ( sg nses of travel: $101 046.080: Provided. That the fore- 
going appropriati On shall nov h availabli i” «fhect the movin q of Govern 
ment agencies from the District of Columbia into buildings acquired to 
accom] lish the dispersal o} ‘a pe rimental functions of the 2 Culire 
oem ce into areas outside of bout acc ssible a) the Dist) ret yf €0 
lumboa. 

federal Supply Service: For nec SSAPY ELPENSES of p rsonal property 
manage ment and re lated activiti« S ds provided by law; including not to 


' 





exceed S250 for the purchase OT Nn ea, rx and pP riodicals: not fo ¢ reeed 
$77 600 Jol et pre NSEN of ira 7: and Thi purchase of not lO €LCHEd Oe 
passenger motor vehicle for re place ment only S ? 154.100 

National Arch 12% S aii vi Pecords Serv Ce 7 ki r necessary EL POUses i) 


On with Federal records Manage ment and related acvuirities as 


; 


COMNETC 
provided by law; including pre paration 0 f gt tides ane (d othe) inding ands 
+0, nae af the Second i" orld he ar purch ase of i to exceed on pas 
v4 nae r motor ve h icle for re place ment only: ai d not a €1CE ed 29.0 yl fe / 
el pen ses of trare /: od 868.200 


‘And the Senate agree to the same. 


Amendment numbered 32: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 32, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $27,300; and 
the Senate agree to the same. 

Amendment numbered 33: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,740,000; 
and the Senate agree to the same. 

Amendment numbered 

That the House recede from its disagreement to the amendment of 
the Senate numbered 34, and agree to the same with an amendment 
as follows: 

lieu of the sum proposed by said amendmeat insert $37,590; and 
the Senate agree to the same. 

Amendment numbered 35: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 35, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment tasert $9,250,000; 
and the Senate agree to the same. 

Amendment numbered 36 

That the House recede from its disagreement to the amendmeat of 
the Senate numbered 36, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $74,500; and 
the Senate agree lo the same. 
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Amendment numbered 38: 


That the House recede from its disagreement to the amendment of 


the Senate numbered 38. and agree to the same with an amendment as 
follows: 
In lieu of the sum proposed 1\ said an hndment nsert Slo0 900: 


and the Senate agree to the same 


Amendment numbered 39 

That the House recede from its disagreement to the amendment of 
the Senate numbered 39, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed bv said amendni rst ‘ 36 DOO 
and the Senate agree to the same 


Amendment numbered 41 

That the Hlouse recede from its disavreement to the nmmenamet! ot 
the senate numbered 1, and agree to the me with an amendment 
as follows 

In lieu of the sum proposed by said amendment insert S/60 


and the sehate agree to the same 


Amendment numbered 43 

That the House recede from its disagreement to thre amenament of 
the Senate numbered 43, and agree to the same with an amendment 
iS follows: 

In lieu of the sum proposed by said amendment insert $237,500; 


and the Senate agree to the same 


Amendment numbered 44 

That the House recede from its disagreement to the am dment of 
the Senate numbered 44, and agree to the san vith ar endmet 
as follows: 

In lieu of the sum proposed by said amendme nsert S460 
and the Senate agree to the same 

Amendment numbered 45 

That the House recede from its disagi ment to the amenament of 
the Senate numbered 45, and agree to the sam vith a amendment 
as follows 

Restore the matter stricken out by said amendment, amended to 
read as follows é haut such nonadm Irarive ¢ M ( ha t exceed 
8455 OOO: and the Senate agree to the same 


Amendment numbered 46 

That the House recede from its disagreement to the amendment of 
the Senate numbered 46, and agree to the same with an amendment 
as follows 

In lieu of the sum named in said amendment insert $/7.2,500: and 
the Senate agree to the same. 

Amendment numbered 47 

That the House recede [rom its disagreement to he amendl rit 
of the Senate numbered 17, and agree to thi me With an amendment 
as follows 

In lieu of the matter stricken out and msert« (i al ndment 
nsert ? Providi l furthes That notuvuthsta thi g Dro . 
lnited States Housing Act of 1937, as amended, the Public Tou 
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Administration shall not, with respect to projects initiated after March 
1, 1949, (1) authorize during the fiscal year 1953 the commencement of 
construction of in exCeSs of thirty-five thousand dws fling units, or (2 
after the date of approval of this Act, enter into any agreement, contract, 
or other arrange ment which will bind the Public Housing Ad ministra- 
tion with respect to loans, annual contributions, or authorizations for 
commencement of construction, for dwelling units age gregatiny ) in excess 
of thirty- fire thousand to be authorized for commencement of construction 
during any one fiscal year subseque nt to the fiseal year 1953, unless a 
greater number of units is hereafter authori ~ d by the Congress; and the 
Senate agree to the same. 


Amendment numbered 49: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 49, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $8,000,000, 
and the Senate agree to the same. 

Amendment numbered 50: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 50, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $91,400; 
and the Senate agree to the same. 

Amendment numbered 51 

That the House recede from tts disagreement to the amendment of 
the Senate numbered 51, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,275; 
and the Senate agree to the same. 


Amendment numbered 52 


That the House re cede from its disagreement to the amendment of 
the Senate numbered 52, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $230,650; 
and the Senate agree to the same. 


Amendment numbered 53: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 53, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $9,319,500; 
and the Senate agree to the same. 


Amendment numbered 54 

That the House recede from its disagreement to the amendment of 
the Senate numbered 54, and agree to the same with an amendment 
as follows: 

In lieu of ne sum proposed by said amendment insert $/63,050 
and the Senate agree to the same. 
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Amendment numbered 55: 
r That the House recede from its disavreement to the amendment of 


the Senate numbered 55, and agree to the same with an amendment 
as follows: 
In lieu of the sum proposed by said amendment insert $974,500 


- and 
the Senate agree to the same. 


Amendment numbered 56: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 56, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $112,620 


‘and 
the Senate agree to the same. 


Amendment numbered 57: 


That the House recede from Its disagreement to the amendment of 
the Senate numbered 57, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by sald amendment insert $709,500; and 
the Senate agree to the same. 

Amendment numbered 58 

That the House recede from its disagreement to the amendment of 
the Senate numbered 58, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $240,050; and 
the Senate agree to the same. 

Amendment numbered 59 

That the House recede from its disagreement to the amendment of 


the Senate numbered 59. and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendiment insert $48,586,100; 
and the Senate agree to the same 

Amendment numbered 60: 

That the House recede from its disagreement to the amendment of 


the Senate numbered 60, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $24,940; and 
the Senate agree to the same. 
Amendment numbered 61: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 61, and agree to the Same W ith an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $178,750; 
and the Senate agree to the same 

Amendment numbered 62: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 62, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $4,750,000: 
and the Senate agree to the same. 
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Amendment numbered 63: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 63, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert § 


39 500; 
and the Senate agree to the same. 


Amendment numbered 64: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 64, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5, (07,800; 
and the Senate agree to the same 


Amendment numbered 65: 
That the House recede from its disagreement to the amendment of 


the Senate numbered 65, and agree to the same with an amendment 
as follows: 
Tn lieu of the sum proposed by said amendment insert $707,250; and 


the Senate agree to the same. 

Amendment numbered 66: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 66, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert not to erceed $78,125 for « I PeEnses of travel, National Administra- 
tion, Planning, Training, and Records Manage ment: not to erceed 
§ (OS 925 for ¢ £pPenses of travel, State . ldministration, Planning, Train ind, 
and Records Servicing; $92,500 for the National Selective Service Appeal 
Roard., of which not to erceed S STH shall he available for (Lp NSES of 
travel: and $215,200 for the National Advisory Committee on the Selec- 
tion of Doctors, Dentists. and Allied Specialists, of which not to erceed 
$45,000 shall be available for erpenses of travel; and the Senate agree 
to the same, 


Amendment numbered 69: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 69, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $10,225; 
and the Senate agree to the same. 

Amendment numbered 70: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 70, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,419,500 
and the Senate agree to the same. 


’ 


Amendment numbered 71: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 71, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $7,800; and 
the Senate agree to the same. ‘ 
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Amendment numbered 72: 
That the House recede from its disagreement to the amendment of 


the Senate numbered 72, and agree to the same with an amendment 
as follows: 
In lieu of the sum proposed bv said amendment insert $7,240,550; 


and the Senate agree to the same 

Amendment numbered 73: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 7 3 and agree to the same with an amendn ent 
as follows: 

* . : } 1 ] Qr £f j 

In lieu of the sum proposed DNV sald amendment mnsert ¢ D000. and 
the Senate azree to the same 


Amendment numbered 74: 


he amendm«e net of 


That the House recede from its disagreement to 1 
the Senate numbered 74, and agree to the same with an amendment 
as follows: 

7 


In lieu of the sum proposed by said amendment insert $ 
the Senate agree to the same 

Amendment numbered 75: 

That the House recede from its disagreement to the amendment of 
the Senate numbered fiom and agree to the same with an uit ndment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,291,375; 
and the Senate agree to the same 


Amendment numbered 78: 


That the House recede from its disagreement to the amendment of 
the Senate numbered tox and agree to the Same W ith an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,546,650, 


and the Senate agree to the same 

Amendment numbered 80: 

That the House recede from its disagreement to the amendment of 
the Senate numbered SO, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,530,700; 
and the Senate agree to the same 

Amendment numbered 81: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 81, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $843 382,260; 
and the Senate agree to the same 

Amendment numbered 83: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 83, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $8,750,000; 
and the Senate agree to the same. 


H. Rept. 2315, 82-2-——2 
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Amendment numbered 84: 





That the House recede from its disagreement to the amendment of 
the Senate numbered 84, and agree to the same with an amendment 
as follows: 

In Jieuw of the sum proposed by said amendment insert $9,000, and 
the Senate agree to the same, 

Amendment numbered 85: 

That the House recede from its disagreement to the amenament of 
the Senate numbered Bd, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $734,550: 
and the Senate agree to the same 

Amendment numbered 88: 

That the House recede from its disagreement to the amendment ot 
the Senate numbered SS, and agree to the same with an amendment 
as follows: 

l > 1 . ° 3 . y 4 

In lieu of the date named in said amendment insert Ju/y 1, 1952: 
md the Senate agree to the same. 

Amendment numbered 89: 

That the H use re ‘ede from its diss vreement to the amendment of 
the senate numb red SY, and agree to the same with ¢ nh amendment 
As follows: 


In lieu of the sum proposed by said amendment insert $75,617,850: 


and the Senate agree to the same. 

Amendment numbered 90: 

That the House recede from its disagreement to the amendment of 
the Senate numbered QU), and vugree to the sume With an amendment 
as follows: 

lie f the si “dd aid amendment i rt &] ) 

In tieu of the sum proposed by said amendment insert $/45,4525; 

and the Senate agree to the same. 


Amendment numbered 91: 


That the House recede from its disagreement to the umendment 
of the Senate numbered 91, and agree to the same with an amend- 
ment as follows 

In lieu of the sum proposed by said amendment insert $8,655,850: 
and the Senate agree to the same. 

(mendment numbered 92: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 92, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert four 


hundred: and the Senate agree to the same. 


Amendment numbered 93: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 93, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,490; and 
the Senate agree to the same. 
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Amendment numbered 94: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 94, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $7,921,000; 
and the Senate agree to the same. 

Amendment numbered 95: 

That the House recede from its disagreement LO the amendment of 
the Senate numbered 95, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $5 0 [ OOO 
and the Senate n¢gree to the same 


Amendment numbered 96: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 96, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $7 }* 


and the Senate agree to the same. 

Amendment numbered 97: 

That the House recede from its disagre ement to the amendment of 
the Senate numbered 97, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,238,900 
and the Senate agree to the same 

Amendment numbered 99: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 99, and agree to the same with an ame ndm«e nt 
as follows 

In lieu of the sum proposed by said amendment insert $2,000; and 
the Senate agree to the same. 

Amendment numbered 100: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 100, and agree to the same with an amendment 
aS follows: 

In lieu of the sum proposed by said amendment insert $25,625 


and the Senate agree to the same 


Amendment numbered 101: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 101, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $65,540; and 
the Senate agree to the same. 

Amendment numbered 102: 

That the House recede from its disagre ement to the amendme nt of 
the Senate numbered 102, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,205 2 100: 
and the Senate agree to the same, 
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Amendment numbered 104: 


That the House recede from its disagreement to the amendment of 


the Senate numbered 104, and agree to the same with an amendment 
as follows: 


In lieu of the matter stricken out and inserted by said amendment 
insert and $320,200 for allowances for uniforms, textbooks. 


and sub- 
sistence of cad 


ets at State marine schools, to be paid in accordance with 
regulations established pursuant lo law iO ri os C). 1196 (b . SOF, > 200: 
and the Senate agree to the same. 


(mendment numbered 106: 


That the House recede from its disagreement to the amendment of 


iw Senate numbered 106, and agree to the san 


th me with an amendment 


rd) 
us LOLLOWS 


In lieu of the sum proposed by said amendment insert $3,909,500; 
and the Senate agree to the same. 
(Amendment numbered 107: 
That the House recede from its disagreement to the amendment of 
the Senate numbered 107, and agree to the same with an amendment 
as follows 
In lieu of the sum proposed by said amendment insert $738,/05; 
and the Senate agr 


ee to the same 
Amendment numbered 108: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 108, and agree to the same with an amendment 
as follows 

. r ; | : 

Restore the matter stricken out by said amendment, amended to 
read 2s follows: Provided further. That adn ) why t) f ef pe SONS } ot 
unde }? limitation for the PUrpose S vet forth in the h, idact echeduli SN for thre 


> ] j - 4 1 4 - 
fiscal year 19 shall not erceed $151,000. and the Senate agree to the 


Same 
(mendment numbered 109: 
Th il the House recede from its disagreement to the amendment of 

the Senate numbered 109, and agree 
1] trae 

S fOLHOWS: 


In leu of 


the S 


to the same with an amendment 


the sum proposed ty said amendment insert $6,750; and 
ate agree to the Same, 
Amendment numbered 110: 
That the House recede from its disagreement to the amendment 
of the Senate numbered 110, and agree to the same with 


an amend- 
ment as follows: 


In lieu of the sum pro vosed by said amendment insert $22 500: and 
pro] 
the Senate agree to the same. 
(mendment numbered 111: 
That the House recede 
the Senate numbered 111 
as follows: 


from its disagreement to the amendment of 
, and agree to the same with an amendment 


Restore the matter stricken out by sald amendment, amended to 
read as follows: : Pri vided further, That the nonadmin istrative éL pe TLSES 
fo? the eran ination of Federal and State chartered institutions shall not 
exceed $1,775 HULU: and the Senate agree to the same 
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Amendment hum beres ie 
hat the House recede from its disagreement to the amendme 
the Senate numbered 112. and agree to the same with an amendme! 


ibs follow S. 


In lieu of the sum proposed by said amendment insert 4 aI il 
the S« nate agree to the same 

Amendment numbered 113: 

That the House 1 cede from its disa reeme tf tothe an t 
the Senate numbered 113. and agree to the si ith ar nen ( 
as follows: 

In lieu of the sum proposed by said amendment in tL plist 
and the Senate avree to the same 

Amendment numbered 114 

That the House recede from its disagreement to thi nena it oO 
the Senate numbered 114, and agree to the ime Wit! n 
as follows 

Restore the matter stricken out by a lnendment, al naed 
read as follows: : Provided furth That ¢ f 
fratire EL PETISES classifi / h { SéC 10? , of Pub Law 2 a 
Octoher D5 ] $id. chal] nol exreee / » Pofe) S7O0 Hy fl qd thy Sens $} rere T¢ 


the Sink 


Amendment numbered 115 


That the House recede from its disagreement to the amendment of 
the Senate numbered 115, and agree to the same with an amendmet 
as follows 

In lieu of the sum proposed bv said amendment insert S/7/.454/ 


and the Senate agree to the same 


: . ‘ 
Amendment numbered 116 
Chat the House recede from its disagreement to the amendment of 
the senate numbered 116, and agree to the same Wil han imenament 
, 1 
as follows 
In lieu of the sum proposed bv sald amendment ert Xf 


and the Senat« agree to the same 


Amendment numbered 117: 

That the House recede from its disagreemen oO the amendment ol 
the Senate numbered 117, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out bv said amendment, amended to 
read as follows: : Provided further. That all «¢ nse of the Parabli 
Housing Administration not specifically limited in tl Aet carryine 
out its duties imposed by or pursuant to law sha t exceed &32.722.080 


and the Senate agree to the same 


Amendment numbered 118 

That the House recede from its disagreement to the amendment of 
the Senate numbered 118, and agree to the same with an ame ndment 
ais follows: 

Restore the matter stricken out bv said amendment, amended to 
read as follows: not to ¢ reeed §1 LP 5 0 of: and the Senate agree to the 


same. 
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Amendment numbered 120: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 120, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $10 
the Senate agree to the same. 


6 >and 


rn 
sf 


Amendment numbered 121: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 121, and agree to the same with an amendment 
as follows: 

In lieu of the number named in said amendment insert one; and the 
Senate agree to the same. 

Amendment numbered 122: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 122, and agree to the same with an amendment, 
as follows: 

Restore the matter stricken out by said amendment, amended 
by adding at the end thereof and before the period the following: 

Provided further, That this section shall not be applicable to annual 
leave accumulated prior to January 1, 1952 ; and the Senate agree to the 
same. 

Amendment numbered 125: 

That the House recede from its disagreement to the amendment 
of the Senate numbered 125, and agree to the same with an amend- 
ment as follows: 

In lieu of the number proposed by said amendment insert 403; and 
the Senate agree to the same. 

Amendment numbered 126: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 126, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 404; 
and the Senate agree to the same. 

Amendment numbered 128: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 128, and agree to the same with an amendment 
as follows: 

Omit the matter stricken out and inserted by said amendment; 
and the Senate agree to the same. 
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Managers on the Part of the Ne ty 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSI 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill GH. R. 7072) making appropriations for the Executive 
Office and sundry independent executive bureaus, boards, commis- 
sions, corporations, agencies, and offices, for the fiscal year ending 
June 30, 1953, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon and recommended 
in the accompanying conference report as to each of such amend- 
ments, namely: 


EXECUTIVE OFFICE OF THE PRESIDENT 
EMERGENCY FUND FOR THE PRESIDEN 


Amendment No. 1—National Defense: Reported in disagreement. 


BUREAU OF THE BUDGET 


Amendments Nos. 2 and 3—NSalaries and expenses: Appropriate 
$3,461,200, instead of $3,314,400 as proposed by the House and 
$3.60S.000 as proposed by the Senate; and provide $59.250 for ex- 
penses of travel, instead of $54,000 as proposed by the House and 
$64,500 as proposed by the Senate. 


COUNCIL OF ECONOMIC ADVISERS 


Amendments Nos. 4, 5, and 6-——Salaries and expenses: Appropriate 
$225,000, as proposed by the Senate instead of $208,900 as proposed 
by the House; provide that the appropriation shall remain available 
until March 31, 1953, as proposed by the Senate; and limit funds 
available for expenses of travel to $2,475,instead of $2,200 as proposed 
by the House and $2,750 as proposed by the Senate. 


INDEPENDENT OFFICES 
AMERICAN BatrLeE MONUMENTS COMMISSION 


Amendment No. 7—Exrpenses of tra vl: Authorizes the use of 
$11,590 for this purpose, instead of $10,300 as proposed by the House 
and $12.865 as proposed by the Senate. 

Amendments Nos. 8 and 9—WSalaries and ELPeEnses: Reported In 
disagreement 

Amendments Nos. 10 and 11—Construction of memorials and 
cemeteries: Reported in disagreement. 


Atromic ENgerGyY COMMISSION 


Amendments Nos iz... £3. and 14 Ope rating EL Penses: Strike out 
the provision of the House authorizing the purchase of automobiles, 


16 
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as proposed by the Senate; authorize the use of $2,509,350 for ex- 
penses of travel, instead of $2,230,500 as proposed by the House and 
$2,788,200 as proposed by the Senate; and consolidate funds fo: 
program direction and administration personnel into one fund as 
proposed by the Senate instead of providing separate limitations for 
the District of Columbia and the field as proposed by the Hous 

Amendments Nos. 15, 16, and 18—Plant and equipment: Authorize 
the purchase of plant and equipment, as proposed by the Senate; and 
the purchase of aircraft, including the purchase of not to exceed 225 
passenger motor vehicles, as proposed by the Senate: and exce pl from 
audit contracts with a forelon vrovernment, and contracts for source 
material with foreign produc rs, as propos d by the Senate 

Amendments Nos. 17 and 19-—Plant and equipment: Reported in 
disagreement 


CIVIL SERVI ( 

Amendment No. 2000 Salar: di ¢ Author r 
$479,250 for expenses OL tray | nstend of S426.000 as propo 
the House and $532,500 as proposed by the Senate 

Amendment No. 21-—-Payment to e/ Soc.) taitecein eit 


thility fund: \ppropriates $391 450.000 for 1 ment t thie 
instead of $321,000,000 as proposed by the House and $321,900, 


aus proposed by the senate 


FEDERAL COMMUNICATIONS COMMISSIOD 

Amendments Nos. 22 and 23-— Salaries a \pprop! 
$6,408 460, instead of S6,108460 as proposed byt] House at 
$6,708,460 as proposed by the Set ater and auth e tl : SS88.525 
for expenses of travel, instead of S7S,700 as proposed he TH: 
and $98,350 as proposed by the Senate Che eonferees are Vis 
that the Federal Communications Cominissi 1 ‘ { Droy 
of title V of the Independent Offices \ppropriatio Let 952, 
authorized to levy fatr and equitable fees in connection with the 
issuing of licenses. The conferees. therefore. request the Commissior 
to give prompt attention to the matter with a view to | sucl 
fees at the earliest pl icticable date 

kEDERAL PowER COMMISSION 

Amendments Nos. 24 and 25-—Salaries and M \ppropriate 
$4,085,700, instead of $3,935,700 as proposed by the House and 
$4,235,700 as proposed by the Senate: and authorize the se of 


S?PO2 500 for expenses Ol travel, instead Ot SISO.OO00 as proposed by the 


House and $225,000 as proposed by the Senat 


FepDERAL TRADE COMMISSION 


Amendments Nos. 26 and 27-—Salaries ai es: Appropriate 
$4,053. S00, instead of S83. 978.800 as proposed by\ Civ House nha 
S4.12S S00 as proposed by the Senate: and authorize Live se 6] 


$142,235 for expenses of travel, instead of $126,470 as proposed b 
the House and $158,000 as proposed by the Senate 
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GENERAL AccOUNTING OFFICE 


Amendment No. 28—Salaries: Appropriates $30,100,000 as pro- 
pose «d by the Senate instead of $28,600,000 as proposed by the House. 
The conference committee is in agreement that foreign offices should 
be established at strategic points ‘abroad. It is the understanding of 
the conferees that a sum sufficient to enable the General Accounting 
Office to initiate this program in the fiscal year 1953 shall be used for 
this purpose. 

Amendments Nos. 29 and 30—Miscellaneous expenses: Appropriate 
$1,960,000, instead of $1,835,000 as proposed by the House and 
$2,085,000 as proposed by the Senate; and authorize the use of 
$1,062,500 for expenses of travel, instead of $1,000,000 as proposed 
by the House and $1,125,000 as proposed by the Senate. 


GENERAL SERVICES ADMINISTRATION 


Amendment No. 31—-Operating expenses: The conferees have ap- 
proved the House version of appropriation structure for this activity, 
which consists of separate appropriations and appropriation para- 
graphs for executive direction and staff operations; Public Buildings 
Service; Federal Supply Service; and National Archives and Records 
Service; in lieu of a lump-sum appropriation under the heading 
“Operating expenses’’ as proposed by the Senate. The action of the 
conferees provide a total increase of $3,000,000 in excess of the total 
provided by the House for these four items, and this sum has been 
distributed proportionately. Adjustments also have been made to 
provide funds for expenses of travel somewhat in excess of the limita- 
tions proposed in the House bill. In accepting the appropriation 
structure as contained in the House bill the conferees recognize that 
a few additional auditors may be required to keep accounts under the 
four separate appropriations, and due consideration will be given to 
any request for such personnel (not in excess of 10) which may be 
submitted at a later date. 

Amendment No. 32—Emergency expenses: Authorizes the use of 
$24,300 for expenses of travel, instead of $21,600 as proposed by the 
House and $27,000 as proposed by the Senate. 

Amendments Nos. 33 and 34—Renovation and improvement of 
federally owned buildings outside the District of Columbia: Appropriate 
$4,750,000, instead of $4,500,000 as proposed by the House and 
$5,000,000 as proposed by the Senate; and authorize the use of 
$37,550 for expenses of travel, instead of $33,400 as proposed by the 
House and $41,700 as par g by the Senate. 

Amendments Nos. 35 and 36—fepair, preservation, and equipment, 
outside the District of Columbia: Appropriate $9,250,000, instead of 
$9,000,000 as proposed by the House and $9,500,000 as proposed by 
the Senate; and authorize the use of $7 74,500 for expenses of tr: avel, 
instead of $66,000 as proposed by the House and $83,000 as proposed 
by the Senate. 

Amendment No. 37 rete in disagreement. 

Amendments Nos. 38, 39, and 40—Expenses, general supply fund: 
Appropriate $14,536,606, instead of $13,998,000 as proposed by the 
House and $15,075,000 as proposed by the Senate; authorize the use 
of $133,900 for expenses of travel, instead of $119,000 as proposed by 
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the House and Ss] LS.SOO As proposed hy the S hit i j i 
purchase of 5 passenger motor ‘hicles proposed b il 


instead of 12 as proposed by the Senate 


Amendments Nos. 41 and 42——Strategic and ( 
(uthorize the use of $160,425 for expenses of travel, instead of S142 ) 
us proposed by the House and S178.250 as pI! posed es 
and authorize the purchase of t oO passenger Motol 
posed by the House No funds have bi allo i jor the const 
tion of storage facilities and it I ( ( | e co es 
such facilities shall be seeured through the rental of such sp 
the event an emergency should aris tl onnection whiel 
demand construction of fa ‘ilities wpproval ol 1} Hii | 
Senate and House Committees on \ppre riations hall ec secul i 


] 


for the expenditure of funds for such purp 


Hlovsina ANp Hom hey ( \ 


Amendments Nos. 43, 44. and 45 Sala tps ( \ 


priate $4,606,000, instead of 83,606,000 ; onosed | 
and $5,606,000 as proposed by the Senate: : ho thy ise of 
$237,500 for expenses of travel. instead of § O40) 3 pro 
limitation on nonadn trative expe) yr yy the H 
amended and increased from $574,000 to s } 

Amendment No. 46-—Defi Co ty Fy ex \ 
Inserts the provision of the Senate al PF 
such purpose inst of S225.000 

Punic Hovstna Ap 

Amendment No. 47—--Annual { st 
posal of the Senate and restores the propos ol the Lio mended 
Lo limt during’ the fise al vear 1953 the com ' ment of not to 
exceed 35.000 dw Hin units 


Amendment No 1S An ual contril ( ad} 
units by subrersives: Reported in disagreen 

Amendment No 4) Adn nistrat ( es \pprop ates SS.000.- 
OOO, instead of S7.000.000 as proposed bv the House and SO O00 000 


as proposed by the Senate 
INDIAN CLAIMS COMMISSION 


Amendments Nos 50 and o| Salaries mid erper \ppropriate 


$91.400. instead of SS89.300 as proposed by fiouse and $93,500 as 
proposed by the Senate; and authorize $2,275 for expenses of travel, 
instead of $2,000 as proposed by the House and $2,550 as proposed 


by the Senate. 
INTERSTATE COMMERCE COMM 


Amendments Nos. 52 and ao Salaries and ¢ C1ISES \ppropriate 


$9.319.500. instead of $8.935.000 as proposed by the House and 
| 


$9,704. 000 as proposed bv the Senate: and authorize $230,650 f 


ior 
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expenses of travel, instead of $205,000 as proposed by the House and 
$256,300 as proposed by the Senate. 

Amendments Nos. 44 and 55— Railroad safety: Appropriate $974,- 
500, instead of $907,000 as proposed by the House and $1,042,000 as 
proposed by the Senate; and authorize the use of $163,050 for expenses 
of travel, instead of $145,000 as proposed by the House and $181,100 
as proposed by the Senate. 

Amendments Nos. 56 and 57—Locomotive inspection: Appropriate 
$709,500, instead of $664,000 as proposed by the House and $755,000 
as proposed by the Senate; and authorize the use of $112,620 for 
expenses of travel, instead of $100,000 as proposed by the House and 
$125,240 as proposed by the Senate. 


NATIONAL Apvisory COMMITTEE FOR AFRONAUTICS 


Amendments Nos. 58 and 59—WSalaries and expense: Appropriate 
$48,586,100 for this purpose, instead of $46,522, 200 as proposed by the 
House and $50,650,000 as proposed by the Senate; and authorize the 
use of $240,050 for expenses of travel, instead of $213,400 as proposed 
by the House and $266,700 as proposed by the Senate. 


NATIONAL CaprraL PARK AND PLANNING ComMIssION 


Amendment No. 60—Land acquisition: Authorizes the use of 
$24,940 for necessary expenses in connection with land acquisition, 
instead of $22,375 as proposed by the House and $27,500 as proposed 
by the Senate. 

NATIONAL ScrENCE FounDATION 

Amendments Nos. 61 and 62—Salaries and erpenses: Appropriate 
$4,750,000, instead of $3,500,000 as proposed by the House and 
$6,000,000 as proposed by the Senate; and authorize the use of 
$118,750 for expenses of travel, instead of $95,000 as proposed by the 
House and $142,500 as proposed by the Senate. 


RENEGOTIATION BoArD 


Amendments Nos. 63 and 64—Salaries and expenses: Appropriate 
$5,407,800, instead of $4,907,800 as proposed by the House and 
$5,907,800 as proposed by the Senate; and authorize the use of 
$235,500 for expenses of travel, instead of $180,000 as proposed by the 
House and $291,000 as proposed by the Senate. 


SECURITIES AND ExcHANGE CoMMISSION 
Amendment No. 69—Salaries and expenses: Authorizes the use of 
$101,250 for expenses of travel, instead of $90,000 as proposed by the 


House and $112,500 as proposed by the Senate. 


SELECTIVE SERVICE SYSTEM 


Amendments Nos. 66 and 67—Salaries and erpenses: Appropriate 
$36,772,000 as proposed by the Senate instead of $36,597,000 as pro- 
posed by the House; and restores the language of the House placing 
limitations on the several activities of this agency including limitations 
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on funds available for the use of travel adjusted to provide a compro- 
mise figure in each instance on the funds which may be used for travel 
expense. 

Amendment No. 68: Reported in disagreement. 


SMITHSONIAN INSTITUTION 


ppropriate 
louse and 
$2,565,000 as proposed by the Senate: and authorize use of $10,225 
for expenses of travel, instead of $9,100 as proposed by the House and 
$11,350 as proposed by the Senate. 


Amendments Nos 71 and 2 Salar he Sa?) l erpense . Nation al Galli ry 


$2,419,500, instead of $2,274,000 as proposed by the 


i 


Amendments Nos. 69 and 70—WSalarves and erpenses: A 
| 


of Art: Appropriate $1,240,550, instead of $1,181,100 as proposed by 
the House and S1.3800.000 as proposed by the Senate: and authorize 
the use of $1.S00 for expenses of travel, instead of $1,600 as proposed 
by the Hlouse and $2,000 as proposed by the Senate 


( 


SUBVERSIVE AcTIVITIES ConrroLt Boarpb 


Amendment No. 12 Salarie 8 and erpenses: Authorizes thy Se of 
$5,500 for expenses of travel, instead of $4,000 as proposed by the 


alee ; 
House and $7,000 as proposed by the Senate 


TARIFF COMMISSION 


Amendments Nos. 74 and 75 Salaries and expenses: \pprop late 
$1.291.375 instead Ol $1,194,750 is proposes 1) thie | 


ST3SSS.0000 as proposed hy the senate: and 


Ouse and 
of 


} | | 
posed HV the 


N 
J 


$13,500 tor expenses of travel, mstead of $12,000 as pre 
House and $15,000 as propose d by the Senati 


TENNESSEE VALLEY AUTHORIT’ 


Amendments Nos. 76, 77, 78, and 79: Appropt 
proposed by the Senate instead of $171,270,000 as proposed by the 
House; authorize the purchase of 220 automobiles of which 150 shall 
be for replacement only as proposed by the Senate, instead of 110 for 


replacement only as proposed by the Hous authorize the ise of 


i i/ of 


late SIS6,027 000 as 


$1,546,650 for expenses of travel, instead of $1,375,000 as proposed by 
the House and $1,718,300 as proposed by the Senate; and strike out the 
provisions of the House requiring a performance bond or salisiactory 
warranty in connection with the purchase of coal, and placing a limi- 
tation on funds available for personal services, as proposed by the 
Senate 


VETERANS’ ADMINISTRATION 


Amendments Nos. 80 and 81 Administration. medical. hospital. and 
domiciliary services: Appropriate $843 382.260. instead of SS09.382.260 
as proposed by the House and $877 382,260 as proposed by the senate; 


and authorize the use of $3,530,700 for expenses oO] travel. instead of 


$3,138,400 as proposed by the House and $3,923,000 as proposed by 
1} 


the Senate. Conferees have approved the full amount of the budget 
estimate for research, including work in connection with prosthetic 
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appliances, and have further agreed that there should be no reduction 
in the number of doctors, dentists, nurses, and dietitians. 

Amendment No. 82—Hospital and domiciliary facilities: Appropri- 
ates $66,316,000 as proposed by the Senate, instead of $153,600,000 as 
proposed by the House. It is the opinion of a majority of the mem- 
bers of the committee on conference that the hospital needs of neuro- 
psychiatric veterans, and those veterans afflicted with tuberculosis, 
should have immediate consideration, and that a careful review of the 
funds to be available during the next fiscal vear should be made with a 
view to diverting all such funds as may be available for use in the 
provision of NP and TB beds in the western area of the United States 
where there is an urgent and growing need for such facilities. 

Amendment No. 83 Major alterations, improvements, and repairs 
Appropriates $8,750,000, instead of $8,000,000 as proposed by thi 
House and $9,500,000 as proposed by the Senate 


War Criaims COMMISSION 


Amendments Nos. 84 and 85—Administrative expenses: App ropriate 
$734,550, instead of $683,000 as proposed by the House and $786,100 
as proposed by the Senate; and authorize the use of $9,000 for expenses 
of travel, instead of $8,000 as proposed by the House and $10,000 as 
proposed by the Senate. 

Amendment No. 86 Reduction in appropriation, National (Capital 
Ne SqUice ntennial Commission: Re ‘porte ‘din disagre ‘ement., 


INDEPENDENT OFFICES—GENERAL PROVISIONS 


Amendment No. 87 Persons engaged in personnel work: Kxempts 
from the provisions of the section persons engaged on work as com- 
mittees of expert examiners and boards of civil service examiners as 
proposed by the Senate 


TITLE If—DEPARTMENT OF COMMERCE 
MARITIME ACTIVITIES 


Amendment No. 88—Operating-differential subsidies: Inserts the 
language of the Senate amendment in lieu of the proposal of the House 
in connection with the number of voyages for subsidized operators 
amended to be effective as to new operators on July 1, 1952, instead 
of July 1, 1951, as proposed in the Senate amendmeit. 

Amendments Nos. 89, 90, 91, 92, 93, 94, 95, and 96.—Salaries and 
expenses: Appropriate a total of $15,617,850 for such purpose, instead 
of $14,375,700 as proposed by the House and $16,860,000 as proposed 
by the Senate; provide $8,655,850 for administrative expenses, in- 
stead of $8,099,700 as proposed by the House and $9,212,000 as pro- 
posed by the Senate, of which $145,525 shall be available for e xpenses 
of travel, instead of $130,700 as proposed by the House and $160,350 
as proposed by the Senate; authorize the transfer of funds from the 
vessel operations revolving fund for the employment of 490 employ- 
ees, instead of 300 as proposed by the House and 500 as proposed by 
the Senate; provide $1,921,000 for maintenance of shipyard facilities, 
operation of warehouses, etc., instead of $1,764,000 as proposed by the 
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House and $2,078,000 as proposed by the Senate, of which $2,490 
shall be available for expenses of travel, instead of $2,200 as proposed 
by the House and $2,775 as proposed by the Senate; and provide 
$5,041,000 for reserve fleet expenses, instead of $4,512,000 as proposed 
by the House and $5,570,000 as proposed by the Senate, of which 
$7,490 shall be available for expenses of travel, instead of $6,650 as 
proposed by the House and $8,325 as proposed by the Senate 

Amendments Nos. 97, 98, 99, 100, 101, 102. and 103— Maritime 
treining: Appropri ite $3,252,100, instead of $2,795,200 as proposed 
by the House and $3,990,000 as proposed by the Senate; authoriz 
the use of $2,238,900 for personal services, instead of $1,881,600 
ais proposed by the House and $2,474,100 as proposed by the Senate, 
and eliminate the provision of the Senate excluding from the foregoing 
amount for personal services the pay of cadet midshipmen; author- 
ize the use of $2,000 for contingencies for the Superintendent, instead 
of $1,500 as proposed by the House and $2,500 as proposed by the 
Senate; authorize the use of $25,625 for expenses of travel, instead 
of $20,500 as proposed by the House and $30,750 as proposed by the 
Senate; authorizes the transfer of $65,540 to the Public Health Service, 
instead of $55,680 as Pp rroposed by the House and $72,500 as proposed 
by the Senate; and eliminate the proposal of the Senate providin 
for pay of cadet midshipmen, restoring in lieu thereof the cians 
provision for uniforms and textbooks. 

Amendment No. 104 State marine schools: Appropriates $663 200. 
instead of $643,400 as proposed by the House and $1,092,050 as 
proposed by the Senate; and eliminates the proposal of the Senaté 
providing for the pav of eadet midshipmen at $65 per month and 
$275 per annum for subsistence, restoring the provision of the Hous 
bill providing for allowances for uniforms, textbooks, and subsistence, 
amended to provide $320.200, instead of $300,400 as proposed by 
the House. 

Amendment No. 105: Restores the provision of the House relatin 
to payment for vessels requisitioned or insured by the Government 
and lost while so requisitioned or insured 


TITLE IHI—CORPORATIONS 
Hovusinc AND Homer FINANCE AGENCY) 


Amendments Nos. 106, 107, and 108—Federal National Mortgage 
Association: Authorize the use of $3,909, or of available funds for 
administrative enpemees, instead of $3,371,425 as proposed by the 
House and $3,647,600 as proposed by i Senate; authorize the us¢ 
of $138,105 for expel nses of travel, instead of $122,760 es proposed | 1 
the House and $153,450 as proposed by the Senate; and restore the 
limitation of the ‘he on adminisirative expenses not under limita- 
tion, amended to fix such limitation at $151,000. 

Amendment No 109 Office of the Administrato prefabricated 
housing) : Authorizes the use of $6,750 for expenses of travel, instead 
of $6,000 as proposed by the House and $7,500 as proposed by the 
Senate. 

Amendments Nos. 110 and 111—Jlome Loan Bank Board: Author 
ize the use of $22,500 for expenses of travel, instead of $20,000 as 
proposed by the House and $25,000 as proposed by the Senate; and 
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restore the limitation of the House on nonadministrative expenses 
for examination of Federal- and Siate-chartered Institutions, amended 
to fix such limitation at $1,775,000. 

Amendment No. 112—Federal Savings and Loan J) surance Corpo- 
ration: Authorizes the use of $4.150 for expenses of travel. instead 
of $3,700 as proposed by the House and $4,600 as proposed by the 
senate, 

Amendments Nos. 113 and 114—Federal Housing Administration: 
Authorize the use of $146.125 for expenses of travel. instead of 
$130,000 as proposed by the House and $162,250 as proposed by the 
Senate; and restore the limitation of the House on nonadministrative 
expenses, amended to fix such limitation at $28,870,000. 

Amendments Nos. 115, 116. ] 17, and 118—Publie Hous) q Adminis- 
tration: Authorize the use Of $11,534,000 of available funds for 
administrative expenses, instead of $10,455,000 as proposed by the 
House and $12,613,000 as proposed by the Senate: authorize the use 
of 697,500 for expenses of travel. Instead of S6H20,000 as proposed by 
the House and $775,000 as proposed by the Senate: restore the limita- 
tion of the House on nonadministrative expenses, amended to fix 
such limitation at 952,722,080; and authorize the use of $142,500 of 
available funds for expenses in connection with the sale of certain 
properties, instead S50.000 as proposed by the House 


INLAND Waterways CORPORATION 


Amendments Nos 119, 120, and 12] Administratiie erpenses: 
Authorize the use of $481,200 of available funds for administrative 
expenses, as proposed by the Senate, instead of $467.330 as proposed 
by the House: authorize the use of $10,755 for expenses of travel, 
instead of $9.560 as proposed by the House and $11.950 as proposed 
by the Senate: and authorize the purchase of one and hire of passenger 
motor vehicles, instead of the purchase of two such vehicles as pro- 
posed by the Senate 


TITLE IV—GENERAL PROVISIONS 


Amendment No. 122 Limitation on tnnual leave, civilian officers 
and employees: Restores the Inatter stricken out by said amendment, 
adding thereto a provision to the effect that the section shall not be 
applicable to annual leave accumulated prior to January 1, 1952 

Amendment No. 122: Corrects a section number. 

(mendment No. 124 Limitation on number of automobiles operated 
at seat of government: Strikes out the proposal of the House in this 
connection 

\mendments Nos. 125 and 126: Correct section numbers 

Amendment No. 127 Re striction Ol COM pe nsation of persons acting 
as chauffeurs: Inserts the proposal of the Senate to except persons on 
duty in a foreign country. 

Amendment No 128 . Prohibition against apport fment of perso) nel 
and percentage reduction in funds arailahl for personal Sér) ‘COS Omits 


the matter stricken out and inserted by said amendment 

Amendment No. 129: Fixes a ceiling of $1,600 which may be paid 
for the acquisit ion of passencer motor vehicles. wit h certain except ions, 
as proposed by the Senate 
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Amendment No. 130—Limitation 


pe 


engaged in information. pub icity 
in disagreement 
Amendment No. 131—Limitat? 
basic rates and for tronsportation of 
the Senate. 
Amepdment No. 132: Corrects a 
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82p Concress |} HOUSE OF REPRESENTATIVES § REPORT 
Id Session , } No. 231 


SUPPLEMENTAL APPROPRIATION BILL, 193 


Mr. CANNON, from the Committee on \ppropriations submitted the 


following 


REPORT 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill maku appropriations to supply 
certain supplemental and deficiency appropriations for the fiscal year 
ending June 30, 1953, and for other purposes 

The estimates upon which the bill 1 
Document Nos. 285, 377, 450, 451, 452, 455, 456, 460, 461, 466, 467, 
170, 476, 485, 486, 487, 488, 492, 495, 502, 505, 504, 505, 506, 507, 509, 


510, 1 4. kee. 517, 518 and 52? 1 ana senate Document No 144. The 
bill is divided into chapters correspondin to the subcommittees con- 
sidering the estimates. The recommendations contained in the bill 


are a result of deliberations of the several subcommittees as approved 
by the full committees 
SUMMARY OF BIL! 


Budget estimates considered by the committee total $13,750,796,030. 
Appropriations recommended total $10,283,133,780, a reduction of 
$3,467 .662,250. These amounts are distributed by chapters of the 
bill as indicated in the following table: 
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CHAPTER | 
DISTRICT OF COLUMBIA 
SUBCOMMITTE!I 


JOE B. BATES, Kentucky, Chairman 


IDNEY R. YATI 
‘ ER } COLO 
GENERAL ADMINISTRATION 

Reorganization EL Pelises. The COMMA ( | es tl e] { 
amount of the budget request, SLOO,QOO, Tor lack of ar late ; d 
substantial justification. The justifications presented indicated 
the amount of the request was required for “contingencies which may 
arise In connection with reorganization ich must be provided for 
in order that there may not arise situati re uring appropriatlons 
but for which no funds are availabl his would indicate that 
wide variety of purposes existed. How: the estimates of obliga- 
tion indicate that the entire amount is to bh pended for personal 
Services furthermore LeSTLELO CLISCLO Tine ] 5 (| 5 | 
would be used, at least in part, to analvze the pending reorganization 
plan to determine what savings, If any, will accrue from its actual 
operation. ‘Testimony indicated that no dollar figures had presently 


been attached to the reorganization. The committee strongly feels 
that analysis of the effects of an administrative reorganization should 
precede its presentation, and that the request made at this time is 
comparable to the horse following the cart. Since the reorganization 
plan is now before the Congress, and presumably will soon | 
effective, the actual adjustments of administrative orga 
normally occur within the appropriations availabl 
necessity of further imponderables. 


pecome 
nization should 


Liid 
e without the 


FIscAL SERVIC! 


Salaries and ELPENSES, The committee recommends $70,000, the 
full amount of the budget estimate. This amount r presents approved 
repayments of erroneous collections of various taxes. The committee 
was disturbed to learn that the amount of refunds now pending 
exceeds the estimate. This tends to indicate that the estimates were 
prepared without benefit of all known or readily apparent information. 


CoMPENSATION AND RETIREMENT FuND EXPENSES 


District Gove rnment Retire ment and Re lief Funds, 1 M52. The com- 
mittee received a supplemental estimate of $113,000, as set forth in 
House Document No. 502, and recommended that the Senate take 
up the item in connection with the Urgent Deficiency bill then pending 
in that body, which was done. The increase was immediately neces- 
sary to make payments to retired police and fire personnel and for 
medical care cases. An amount was also included to make effective 
an increase in the pension rate roughly comparable to the increase 
granted pursuant to Public Law 207, Eighty-second Congress, to 
active duty personnel. [It is understood that this increase in pension 
rate will be effective as of about June 7, 1952. 

The committee is amazed at the apparent lack of reasonable judg- 
ment on the part of responsible officials in deferring to this late date 
the presentation of a deficiency request the necessity for which must 
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have been obvious from the obligation data of the first two fiscul 
quarters. 

District Government Retirement and Relief Funds, 1953.—An estimate 
of $397,000, set forth in House Document 502, was based on the same 
veneral requirements as noted above in connection with the 1952 
request, and the committee accordingly recommends appropriation 
of the full amount requested. 


District Desr SERVICE 


The full amount of the budget estimate, $54,692, is recom- 
mended. This represents payment to the Treasurer of the United 
States, in reimbursement to that Department of an amount paid to 
the Pan American Union pursuant to Public Law 902, Kighty-first 
Congress. The amount had been collected by the District of Columbia 
as an inheritance tax on a bequest to the Pan American Union, and its 
return is authorized by the law noted above. 


ReGuLATORY AGENCIES 
OFFICE OF ADMINISTRATOR OF RENT CONTROL 


Salaries and expenses.—The committee considered an estimate for 
this activity, in the amount of $188,750, as set forth in House Docu- 
ment No. 502. In recommending an appropriation of $125,000, the 
committee is presuming that extension of legislative anthority will be 
forthcoming. 

PUBLIC SCHOOLS 


OPERATING EXPENSES 


Public school food services fund.—In recommending the full amount 
of the budget estimate, $25 000. the committee recognizes the nec essity 
for the establishment of an initial working capite al fund to carry out 
the purposes of Public Law 159, Eighty-second Congress. This law 
provides for a centrally administered system of public school cafeterias, 
lunchrooms, and like services. It is estimated that the annual 
expenditures of this operation will be $1 million, and the $25,000 pro- 
vided is a minimum capital fund to get the program started. 


Orricre oF Crivit DEFENSE 


Salaries and expenses.—The committee recommends an appropria- 
tion of $100,000 for this item, a reduction of $625,000 from the budget 
estimates. 

It was testified that the essence of an effective civil defense program 
is an active core of paid personnel and a host of interested local 
volunteers. It was also testified that currently public interest is not 
as great as might be desired, and further that increased appropriations 
would secure the desired increase in public interest. The justification 
statement concluded with the threat that “it can be classed as criminal 
negligence to ignore it (any chance of attack) to the extent of with- 
holding the funds * * *”, 

This committee is firmly opposed to the concept that freely flowing 
moneys from governmental treasuries can produce enlightenment for 
the general public. Further, the committee is convinced that the 
hysteria-producing publicity attendant upon appropriation requests 
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CHAPTER I] 
LEGISLATIVE BRANCH 


SUBCOMMITTEI 


CHRISTOPHER C. McGRATH, New York, Chairman 


HovsrE oF REPRESENTATIVES 


The bill includes $132,200 for the House of Representatives station- 
ery revolving fund in order to provide for the unanticipated increase 


in expenses borne by this fund, together with a sum to initiate a 


stationery allowance for a newlv-elected Member: and $71,750 for 
the House Office Buildings, including structural and chanical 
changes, 
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CHAPTER II] 
DEPARTMENT OF COMMERCE 
SUBCOMMITTEI 


JOHN J. ROONEY, New York, Chairman 


DANIEL J. FLOOD, Pennsylvania CLIFF VENGEI 
PRINCE H. PRESTON, ( : LANDA 
FRED MARSHALI 1 ta 


Civit AERONAUTICS ADMINISTRATION 


Claims, Federal Airport Act.—There is included in the bill the sum 
of $585,536, the amount of the budget estimate, to provide for the pay- 
ment of claims for 6 public airports as certified by the Administrator, 
Civil Aeronautics Administration under the authority contained in 
section 17 of the Federal Airport Act of 1946 as amended. ‘To date, 
appropriations totaling $5,974,288 have been made for nine groups 
of claims covering 75 airports. The committee was advised that 
the Civil Aeronautics Administration expects to complete the process- 
ing of the 15 remaining claims at an early date. 


NATIONAL BUREAU OF STANDARDS 


/ mergency Fac ilitie S, Radiation Physics Laboratory. The Con ittee 
recommends $131,000, the amount of the budget estimates, to con- 
struct a Radium Laboratory and an annex to the Betatron Building. 
The Radium Laboratory is required to isolate in a st parate building 
the work in connection with the handling and measurement of large 
quantities of radioactive materials and to insure the safety of per- 
sonnel and property. The annex to the Betatron Building, for which 
$63,000 is provided, is required to construct a small but heavy con- 
crete wing in the Betatron Building so as to permit the continuous and 
simultaneous operation of two high-energy machines. 
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CHAPTER I\ 
TREASURY DEPARTMENT 
SUBCOMMITTE! 


J. VAUGHAN GARY, Virginia, Chairman 


ANTOD {.. FERNANDEZ, New Mex :ORDON CANFIELD, } 
ITTO E. PASSMAN, Louisiana EARL WILSON. I 
ALFRED D. SIEMINSKI, New Jersey BENJAMIN F.JAMI 
U.S. Coast Guarp 
Operating expenses.—The committee considered a supplemental 
estimate of $5,900,000 for increased pay and allowances based on 
y* 7. a . ”» > ‘ ‘ > 
rates established by Public Law 346, 82nd Coneress. Based on recent 


payrolls, maximum requirements — be about $5,700,000. ‘Testi- 
mony disclosed that $900,000 cost in 1952 had been absorbed, and it 
would seem eminently reasonable that at least $100,000 per month 


could be absorbed in 1953. The committee, therefore, recommen ls 
an appropriation of $4,500,000, a reduction of $1,400,000 in the 
estimat 

Acquis tio? construction, and im pro ement The committee con- 


sidered a supplemental request 1n the amount of SY,J000 000, as con- 
tained in House Document No. 450 

In recommending the: appropriation of $5,000,000, a reduction of 
$4,000,000 in the estimates, the committee does in no sae intend to 
minimize the importance of the port security program. However, 
the committee did feel that certain of the items u ot ‘presentation 
were not adequately supported, and further, that the problem of 
construction lead time might pr ‘ove more serious than was forecast. 


nount recommended wil permit of proceeding with the pro- 
cram to the equivalent of one half. and will allow the committee to 


re-examine the proposal nt the Start of the next session of the ( ‘oneress. 


Pet pay.—The committee recommendation of S600,000 Is a 
reduction of $25,000 in the ea which is required to meet increased 
pav authorized by Publie Law 346, 82nd Congress 

Reserve Training._-lThe committee recommends the full amount of 
the } idgvet estin te, SLOO.OOO, which 1s based on mcrensed Pav atl d 

llowances resulting from passage of Public Law 346, 82nd Congress 
RECONSTRUCTION FINANCE CORPORATION 
| mMmittes considered the rec ular annual operating | udget ol 
(Corporati at this time Hearing of the estimates had been 
to permit the new \dministrator to become tamiuliar 
2 oO tion. 

1) ! } nte n since presentation of the President Bude tine 
! eC or rs yT Vel I \ uated Ww hoy re 1 of 
; orth in House Document No. 461. Thus the net 
‘ s1de} d hy Thy OmMmMittee is SLOWS 1 OOO 
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CHAPTER V 
LABOR-FEDERAL SECURITY AGENCY 


SURCOMMITTEI 


JOHN E. FOGARTY, Rhode Island, Chairman 


E. H. HEDRICK, West Virginia LOWELL STOCKMAN, O1 
CHRISTOPHER C. McGRATH, New York FRED E. BUSBEY, 1 
WINFIELD K, DENTON, Indiana EDWARD T. MILLER, Mary 


DEPARTMENT OF LABOR 
BuREAU OF EMPLOYMENT SECURITY 


Grants to States for unemployment compensation and employment 
service administration.—The committee has approved $6,800,000. of 
the $13,600,000 requested. The amount included in the bill will, 
approved, increase the total gle grated for 1953 to $190,360,000. 
The request was based largely on two factors, the unanticipated 
increase in claims filed for une sabes ment benefits and recent changes 
in State laws and procedures which will result in increased work-loads. 

Every time that this item has been brought before the committee 
during recent vears there has been an increase requested to take care 
of work-loads resulting from changes in State laws and regulations. 
Total costs of administering the program are still well within the 
three tenths of one percent tax assessment which was instituted for 
the purpose of covering these costs. However, if the trend of recent 
vears with regard to State legvislation continues, this may not long be 
the case. It is therefore the desire of the committee that the Depart- 
ment make a thorough study of this situation to determine the addi- 
tional costs that have resulted from revisions of State laws and regu- 
lations during the past five years and the benefits which resulted 
from these changes. The Department will also - expected to include 
an analysis of the differences between States as to laws and costs of 
administration with a view to determining wld changes, if any, 
should be made in the Federal legislation in order to halt the ever 
increasing cost per unit of work and not prevent needed improve- 
ments in the program. The Committee will expect this study to be 
completed by January 1, 1953. Pending its completion the Bureau 
is directed not to increase any State’s allotment because of a change 
in the State’s laws or regulations relating to this program. 

Salaries and expenses, Mexican farm labor program.——The committee 
has approved $2,800,000 of the $3,000,000 requested. No funds were 
included in the Labor-Federal Security Appropriation Bill, 1953, due 
to the fact that no agreement covering the program for 1953 had been 
negotiated with Mexico at the time that bill was prepared. An 
agreement, which provides for substantially the same program as 
that for 1952, has now been consummated. The Bureau estimates 

14 





SUPPLEMENTAL APPROPRIATION BILL, 1953 15 


that 275.000 \exiecan farm workers will | broucht into the? U) ited 


I r OrOUETH 


States during 1953 as compared with 200,000 during 1959. 

Farm labor supply revolt ing fund. Th commit tes has allowed none 
of the $270,000 requested, This revoly f° jund was established by 
the appropriation of $1.000.000 in The Supplemental \ppropriation 
Act, 1952. It was established with thy haderstanding that the fees 
collected from emplovers for certain rtation a ibSistenes 
expenses of Mexican farm worl. rs wo © sufliciel 0 ep the 
fund solvent at all times. It is the s Ong desi he com e 
that no additional expenses be assumed by the fund whicl oh 
Jeopardiz its solvency. 

FEDERAL SE« URITY AGENCY 

AMERICAN Printixnc Hor: HE B 
F* Educatic n of the Blin d. The COM Mitte has approved SOO 00H oO 
the request for $90,000. The amount in th. bill will, if approved 
Increase the total appropriation tor 1905 to $175,000 This equest 
followed passage of Public Law 4, approved May 29 1952, whiecl 


Increased the amount authorized to | auppropriat 
9115,000 to $250,000. The amo int app L, a 1u 
the request for this very worthy prorect > fl CTCASE f \ : 

. , o ° rrx ° J )— 1 
percent in the appropriation. This is the first. ar since 1937 that 
there has been an increase for thus ten 


OFFICE OF Ep 





Salari. and expenses The con muttee | ADD ved S600 Hd oO 
$177,000 requested for the activity ‘4S, ) 
affected areas,’”’ The WMMLOUNE Lie lal 1) \ 
increase the total appropriation for t] activity during 1953 to 
9S61,812. The amount approver ( ( 
expenses of 6 of the 12 additi | 
field examinations to ass ire that Fed: Inds are properly gs] 
The additional personnel for th Was] owe 
all of the 911,570,000 requested S400 i 
for this purpose in 1952. This amour 
mately 76 pereent of the MANX] ols In 
federally affected areas are entitled ler Publ | S74 The 
unount appropriated in 1951 coy ea appro tlely vO percent of 


such maximum entitlements. It is the op f the committee that 


State and local roverninents should I ! pro SION tor bear c 
greater share of these costs. especially under circumstances wher the 
increase in Federal activities results in) reased income to the area 


as well as an increase in the numb. r of children to be educates 


lt should he noted that the amount per i lor hil to sel 
for operation and Mmaimtenance unde t | Lanhar \ 


than $50,000,000. for the entire period of Wo \\ || Q49 146 
inclusive. 

School construction The conimit tes has disa lowed all of the SSU 
000,000 requested. The committee reduced thi original request for 


1953 by only 10 percent, from $150.000.000 to $155,000,000, and in- 
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eluded language to make this amount available immediately upon 
passage of the Act. The bill was passed by both the House and the 
Senate in exactly the form in which it was reported by the committee. 
The committee stated in its report on this bill “The committee wants 
it to be understood that this action does not in any way indicate that 
it will look favorably on a request for an additional amount in fiscal 
vear 1953. The agency is expected to plan a program for the entire 
period from the enactment of this bill to June 30, 1953, within the 
funds provided.” In the face of the action of both Houses of Con- 
gress and the very clear expression of the committee to the contrary, 
the Bureau of the Budget submitted a supplemental request for 
$80,000,000 even before the beginning of the 1953 fiscal vear. The 
justifications and verbal testimony were completely devoid of any 
new information which would justify this action. Neither the Fed- 
eral Security Agency nor the Office of Education was consulted or 
given forewarning that this action was contemplated. The Federal 
Security \gency’s Budget Officer said, somewhat in apology for the 
physical form of the justifications, ‘‘This came so suddenly we didn’t 
get the regularly prepared justification * +* The principal 
witness who was forced into the position of attempting to defend the 
estimate said “The first thing I knew about that, Mr. Chairman, was 
a telephone call last night that this might be up today.’”’ The com- 
mittee is unaware of and does not seek to determine the motives 
behind this 11th hour proceeding, but certainly such hastily conceived 
action and flaunting of the obvious intent of Congress ill befits the 
office that is supposed to lead and set the example for the entire 
Executive Branch in the field of budgeting the public funds. 


Pusiic HeAttru SERVICE 


Pay costs, Public Law 346—The committee has approved $817,750 
of the $961,000 requested, a cut of $143,250. Public Law 346, 


approved May 19, 1952, provides for an increase of 4 percent of 
base pay and 14 percent of allowances for commissioned officers of 
the Public Health Service. The amount allowed will require the 
Service to absorb 25 percent of these costs under each of the 16 appro- 
priations where these costs are applicable, with the single exception 
of the appropriation “Hospitals and medical care.” The regular 1953 
request for this activity has been cut $130,000 and, in addition, it was 
testified that reimbursements to this appropriation from other gov- 
ernment agencies are falling below the estimates, upon which the 
1953 budget submission was based, to such an extent that the addi- 
tional par costs must be appropriated for to avoid the dang rof hav ing 
to reduce services for which the government is committed. 

Hospitals and medical care-——The committee has allowed $500,000 
of the request for $1,042,400 for the specific purpose of making grants 
to the Territory of Hawaii for care and treatment of persons afflicted 
with leprosy. 


ADMINISTRATOR’S OFFIC! 


Salarie ‘ 


and ELPeNses, Defi nse Commun ity Facilities and Services.— 
The committee has approved $50,000 of the request for $100,000 to be 
derived by transfer from funds already appropriated for grants and 
loans in connection with the Defense Community Facilities and 
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Services Program. The amount included in the bill will, if approved, 
increase to $125,000 the amount available for 1953. The committee 
has also included language in the bill which provides that none of 
these funds shall be available after December 31, 1952, except for 
program liquidation. ‘This action is in keeping with the testimony 
the committee received indicating that the emergencies, anticipated 
when this emergency program was established, have not developed. 


MINORITY VikeWs 


[ dissent from the majority opinion on the matter of disapproving 
requests submitted, by the Federal Commissioner of Education 
through the United States Bureau of the Budget, for funds necessary 
to meet the government’s obligations on commitments already made 
under the authority of Public Laws S74 and S15 

To me, the issue resolves itself into one of keeping face with my 
Colleagues in the House of Representatives and with some six hun- 
dred school boards throughout the nation who were advised that they 
would be entitled to certain sums from the Federal treasury to com- 
pensate them for extra expenditures que to government activities 
within the school districts. 

Regular appropriations in the 1951 and 1952 budgets were inade- 
quate and moneys appropriated to carry out the provisions of Publie 
Laws S74 and S15 were diverted to take care of new critical defense 
areas and not used for the purpose for which they were appropriated. 

The matter goes beyond the question of keeping face, it is, in faet, 
a recognized obligation of the government that everv school district 
impacted through Federal activities Would be compensated To 
me, this is a contract and the government is not only morally, but 
legally under obligation to treat the several school districts involved 
on a basis of equality 

I shall, when this supplemental appropriation reaches the House, 
offer amendments to restore these two items of S11,500,000.00 to 
supplement appropriations under Public Law 874 and $80,000 ,000.00 
to supplement appropriations under Publie Law S15 


WINFIELD K.. DENTON 
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CHAPTER VI 


DEPARTMENT OF THE INTERIOR 


SUBCOMMITTEE 
MICHAEL J. KIRWAN, Ohio, Chairman 


W. F. NORRELL, Arkansas BEN F. JENSEN, Iowa 
HENRY M. JACKSON, Washington IVOR D, FENTON, Pennsylvania 
FOSTER FURCOLO, Massachusett 


NATIONAL PARK SERVICE 


Construction.—The budget estimate of $525,000 is recommended 
for this item. Of the total, $450,000 will be used for the repair and 
reconstruction of roads, structures, and utility lines damaged by severe 
weather and fire during the winter months. The remaining $75,000 
will be used for the purchase of the Gila Pueblo property near Globe, 
Arizona, as authorized by the act of February 12, 1952 (Public Law 
259). 

Also, the committee recommends approval of language which waives 
the personal services limitation in the 1952 bill to the extent necessary 
to meet the costs of emergency reconstruction or replacement of fa- 
cilities and the costs of fire suppression activities in the national parks. 

20 
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CHAPTER VII 
INDEPENDENT OFFICES 
SUBCOMMITTEE 
ALBERT THOMAS, Texas, Chairman 


ALBERT GORE, Tennessee JOHN PHILLIPS, California 
GEORGE W. ANDREWS, Alabama FREDERIC R. COUDERT, Jr., New York 
SIDNEY R. YATES, Illinois NORRIS COTTON, New Hampshire 


EXECUTIVE OFFICE OF THE PRESIDENT 


The committee has allowed an estimate of $50,000 for extraordinary 
repairs and alterations to the Executive Mansion and the White 
House Office, but has required that such sum shall be obtained from the 
appropriation to the President in the Independent Offices Appropria- 
tion Act, 1953, under the heading ‘“Emergency Fund for the Presi- 
dent, National Defense’. It has been the custom since 1926 to pro- 
vide the President-elect with funds for minor changes and the com- 
mittee feels that this practice should be continued. 


Atomic ENERGY COMMISSION 


The committee had under consideration an estimate of $3,191,- 
000,000 for salaries and expenses of the Atomic Energy Commission, 
consisting of $3 018, 602,000 for construction, ine luding an expansion 
program, and $172,398,000 for operating e xpenses in connec tion with 
the expansion program and to meet other increases in financial re- 
quirements. In acting on the regular 1953 estimate the Congress 
has provided for construction costs and operating costs in separate 
appropriations. The funds for AEC in this bill are provided on the 
same basis, and the action of the committee thereon is explained under 
the following appropriate headings. 

Operating expenses —The supplemental estimate for this purpose 
mounted to $172,398.000. The committee has allowed a total of 
$35,000,000 for this purpose, including $30,000,000 additional for the 
weapons program, $1,500,000 additional for personnel costs, and 

$200,000 for expenses of travel. A very substantial part of the re- 
duc tion in this program is made possible by the denial of requests 
for funds to restore items which were not allowed in connection with 
the regular 1953 estimates. 

Plant and equipment.—For new plant construction and for the ex- 
pansion of existing plants the committee considered a supplemental 
estimate of $3,018,602,000, including $2,924,000,000 to initiate the 
construction of the major elements of the new program. The remain- 
ing requirements, amounting to $94,602,000, resulted from a reschedul- 
ing of production and research programs, additional facilities required 
by recent technical developments, and cost overruns on construction 
projects. The total cost of the facilities necessary to accomplish 
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the expansion program is estimated at $3.9 billion and the program 
will not be completed for several vears. Costs to be incurred during 
the fiscal vear 1953 are estimated at $600,000,000. The committee 
has granted $1,450,000,000 for the expansion and construction 
program. 

The committee has inserted in the bill a provision exeepting the 
commission from compliance with Section 3679 of the Revised Statutes 
in connection with the costs of cancellation of long-term contracts 
for electric service and has effected a specific reduction of $277 000,000 
as a result of this provision. 

The committee has for the past three or four years urged the 
Atomic Energy Commission to use competitive bidding based upon 
plans and specifications. Although the commission and their prede- 
cessors have been in the construction business for approximately ten 
Vears, the commission feels that it cannot work from plans and speci- 
fications. On this point, the committee disagrees The committee 
calls attention to the fact that the commission is now engaged on an 
expansion program which will sizably increuse production facilities, 
and this program will not be completed for approximately two vears. 
With the experience the commission is now getting, and with the 
experience it has obtained in the past, if it is not able to prepare plans 
and specifications for this big, new expansion program it will never be 


able to do so. The reason the committee is anxious for the commission 


to work from plans and specifications is that it will save millions and 
millions of dollars (and everybody has agreed on that point), and the 


! i 
. 1": : 
colMmbiittee cannot see where tins procedure loses anv appr Mable 


nimount of time 
ln this regard the committee would like to quote from the testimony 


of the Associated General Contractors of America in which Mr. 
Niarshall advised the committee as follows 


Mr. ‘THomMas. Can vou give us an answer to the problem generally Can you 
summarize it generally? Jam referring to the problem as it faces the commission. 

Mr. MarsHatu, First of all, centralized control of the entire project. Then 
the development of sufficient information in advance to know how many men 
are going to be needed, and when, so that they in be brought in in an orderly 
wa) 

Mr. THomas. How can they reach that point of specific information without 
plans and specifications? 

Mr. MarsHauu. They cannot 

Mr. ‘tHomas. It cannot be done? 

Mr. MansHALL. No, sir; it cannot 

Mr. THomas. And without that, it will be time consuming, a matter of lost 


motion and an expensive Way as contrasted with normal production. 

Mr. Marsuautu. You have the problem of recruiting labor. You have the 
housing problem You have the problem of compensation for travel or, if this 
is located in an industrial community, vou have the shock that comes to that 
community because of the labor problem 

Mr. Tuomas. Would it be possible to save time and money, if they took a 

mpetent engineer-architect firm and gave them three or four or six or seven 

mnths’ lead time, to do the over-all planning, and then start from there? 


, 


Mr. Marsuatu. I believe it would 
! | } ‘ 
i 


Mr HOM ix that the answer! 

Mr. Fores [ think s 

Mr. THomas. Gentlemen, I think that i nior ot ‘ seeking. 
We thank 1 gentle n for being so ver 7 | is Ve . 1 of vou to 
i lav to co 

Phe committee wishes to re mphasize its conviction that very sub- 


antial Stidnas of Money will he saved with hittle or no loss ot time 11 
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the commission will proceed promptly to formulate a specifie program 
based on engineering plans and specifications, and it invites the com- 
mission, after it has tollowed this procedure, to return to consider the 
remainder of the financing of the program and its plans and specifica- 
tions. If the Congress is in session in September the committee 
would be willing to have the commission appear then. If not, later 
on, in January, the committee would like AEC to spell out with far 
more detail their financial requirements, and the commission will be 
expected to show great progress ip preparing plans and specifications 
for their prograta by that time. 


GENERAL SERVICES ADMINISTRATION 
HOSPITAL FACILITIES IN THE DISTRICT OF COLUMBIA 


The committee has approved a supplemental estimate of $11,400,000 
for the purpose of making grants to five hospitals located in the Dis- 
trict of Columbia. An appropriation for this purpose is authorized 
by Public Law 221 of the 82d Congress. The authorizing act pro- 
vides that the Federal grant shall not exceed 50 percent of the cost 
of the project for which such grant is made. The hospitals to receive 
grants under the appropriation recommended are the Children’s 
Hospital, Providence Hospital, The Lucy Webb Hayes National 
Training School, including Sibley Memorial Hospital, Eastern Dis- 
pensary and Casualty Hospital, and the National Homeopathic 
Hospital. 


Housine ann Homer Finance AGENCY 
OFFICE OF THE ADMINISTRATOR 


Defense Housing.-The committee considered a supplemental esti- 
mate of $62,500,000 for defense housing in critical areas and has 
recommended an appropriation of $50,000,000 for this purpose. 
Public Law 139, approved September 1, 1951, authorized an appro- 
priation of $50,000,000 for this purpose and pending legislation which 
has passed the Senate (S. 3066) will, if finally enacted as approved by 
the Senate, authorize an additional $50,000,000 for defense housing 
units. The sum of $37,500,000 heretofore has been appropriated for 
this purpose. ‘The amount recommended, together with prior appro- 
priations, will provide a total of $87,500,000 of the total $100,000 ,000 
authorization to mect housing needs in defense areas where the short- 
age is most critical. Funds heretofore appropriated are expected to 
provide about 9,300 dwelling units. The additional $50,000,000 pro- 
vided in the bill will raise the overall total to about 20,000 units. The 
committee was advised there is a need for 35,000 units of defense 
housing in critical areas 

Puhblie TTousing Administration, Administrative EL PEnses, The Hew 
defense housing authorization contained in’ pending legislation 
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S. $066) will require additional funds for salaries and expenses of 
administration and the committee has considered a supplemental esti- 
mate proposing an increase of $1,900,000 for PELA for this purpose 
The committee has recommended a total of $1,483,735 The sum 
recommended is essential to enable PHA to carry on the construction 
and management part of the defense housing program which has been 
delegated to it by the Administrator 

Federal National Mortgage Association. ‘The committee considered 
a supplemental request for authorization to use S800,000 of corporate 
funds for administrative expenses and has allowed a total of S6S0,000 
for such purpose. This additional authorization is essential in order 
to enable FNMA to perform the additional workload placed on it 
under the provisions of the pending Housing Act of 1952, which, in 
its present form, would increase the morteage-purchase authority of 
the Association by $900 million. This authorization is made con- 
tingent upon enactment into law of the pending legislation (5. 3066 

Alaska Housing.—TVhe bill contains $4,000,000 for Alaska housing 
which is $1,000,000 less than the supplemental estimate. The present 
authorization of $15,000,000 contained in Public Law 52 of the SIst 
Congress has been appropriated, and an additional authorization of 
$5,000,000 is pending in S. 3066. Substantially all of the original 
appropriation of $15,000,060 has been obligated and the additional 
$4,000,000 recommended is to permit continuation of the program of 
assistance in the development of the Territory. 

Slum Clearance and Urban Redevelopment.— The supplemental esti- 
mate of $10,000,000 for this purpose is the first request for capital 
grants for slum clearance and urban redevelopment requested under 
the provisions of the Housing Act of 1949, as amended. Public Law 
370, 82d Congress, pe rmits the Housing and Home Finance Ageney 
to make advance or progress payments on capital grant contracts as 
the work progresses. It is for this purpose that the supplemental 
estimate is requested. Informs ition presently available ts to the effect 
that about 14 projects may be eligible for progress payments during 
the fiscal year. In view of the fact there is no firm estimate the com- 
mittee has allowed an appropriation of $8,000,000, a reduction of 
$2,000 000 in the Budget request. 


TENNESSEE VALLEY AUTHORITY 


The bill includes the budget estimate of $150,000,000 to provide 
funds for commencing construction of steam electrical generating 
plants, transmission lines and other facilities necessary to provide 
power for the expansion program of the Atomie Energy Commission. 
The two programs go hand in hand and one is useless without the = rT. 
The program provides for the construction of ten additional or new 
generating units with a rated capacity of 1,710,000 Eanes. The 
total estimated cost of the program is $305,00Q,000. 
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VETERANS’ ADMINISTRATION 


Grants to the Republic of the Philippines.—Section 3 of the Act of 
July 1, 1948, authorizes aid in the form of grants to the Republic of 
the Philippines for the construction and equipment of hospitals in a 
sum not exceeding $22,500,000. An appropriation of $9,400,000 
heretofore has been provided and the committee has had under 
consideration a supplemental estimate of $5,000,000 which would 
provide a total of $14,400,000, the amount of the lowest bids received 
by the Philippine Government for the construction and equipment 


of a 722-bed hospital. The committee is unable to reconcile the esti 
mated cost of constructing this hospital with the known cost of labor 
in the area. Also, it would appear that a substantial quantity of 


materials and supplies could be secured loca lly at a reason: able price. 

The committee was advised that only two bids were submitted for the 
construction of this hospital, In view of the foregoing, the committee 
has deferred recommending the supplemental request and asks the 
Veterans’ Administration to urge the Philippine Government to 
readvertise for bids with a view to securing a substantial reduction in 
the estimate for the construction of this hospital, and to eliminate, 
if possible, any unnecessary ancillary facilities connected with the 
hospital, which under present plans call for approximately 25 buildings. 
The committee has no intention of denying the funds for this badly 
needed hospital. As soon as plans and specifications are revised, 
if considered desirable, and better bids obtained, the committee will 
immediately recommend to the House the appropriation of the neces- 
sarv funds. The committee is in favor of the program. 


War CrLaims COMMISSION 


The committee considered a supplemental estimate of $400,000 for 
administrative expenses of this commission in connection with the 
settlement of claims authorized by the Act of April 9, 1952, Public 
Law 303. This Act authorizes payments to former prisoners during 
World War II who were subjected to inhumane treatment or compelle d 
to perform uncompensated work for the ener ny; and for compensation 
to religious organizations in the Philippines for loss and damage to 
facilities. The committee wishes to point out that most of the 
remaining work in connection with the old program has to do with 
the P hilippine ve te rans, and the Department of the Army has agreed 
to perform a large part of that work in the Philippines where it has a 
sizable force. Thus, by using the present staff of the commission 
for this new work, the committee feels that $100,000 is ample to per- 
form the additional work required in connection with the new Act 
of April 9, 1952, for which an estimate of $400,000 was submitted. 
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DEPARTMENT OF DEFENSE 


SUBCOMMITTE! 


H. 


MAHON, Texas, Chairman 


{Al y I PA] rhia JOHN TABER, New \¥ k 
I RICHAR B. WIGGI wi H, M i etts 
( ERRET t1\ kK 
\ kK i GLENN 1 AVI 
\ INTC MM. FEI NDEZ, New Mex 
I FL 
R Ré I 
Tirta | 
\ . » , 
Virnrvary Pusiic Works 
SUBCOMMITTEE 
JOHN J. RILEY, South Carolina, Chairman 
R RCOLO, M i GLENN R VAVIS, W 
To continue the imperative build-up ol military construction to 
pDroy ade bases. installations. storace, and othe! he eCSSary lacilittes to 
port our armed forces, the bud ret estimates ol Appropriations for 
vear 1953 total $2 990,487,740. These estimat were reeeived 
aavs prior to the time that the House Armed Sei es Committee 
* +] ¢ 
ed out H. R. 8120 which contains a large p f the authoriza 
iol the budget estimates. Thi nll a Cp v the Ari d 
s Committ and as subsequent] passed by th House on 
ne 12, 1952) altered the basis of authori on ant Le n the 
stimates The following table sum: justment 
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if any practicable means can be devised to utilize those already 
existing. More attention must be given to this problem, and promptly. 

Another matter that was fully discussed with the services during the 
hearings was the absolute requirement that the money is to be ex 
pended for complete increments, that is, completely usable facilities 
For example, the Air Force and Navy are not to build half a runway or 
half a hangar. The Army and Navy are not to build portions of a 
warehouse or a barracks. The services each gave the committee their 
firm pledge that this will be done. 

The committee is at a loss to understand the action of the executive 
departments with respect to funds provided for advance planning 
These funds are appropriated for the purpose of assuring that the 
armed services will accomplish sufficient advance study on unauthor- 
ized projects in order that their requests for authorization and appro- 
priation willbe sound. Specific continuing authorization for such funds 
was written into the 1952 authorization act (Publie Law 155, 82d 
Congress). The appropriation bill which followed shortly there 
after carried advance planning money for the Navy of $5,000,000, 
for the Army of $10,000,000, and for the Air Foree of $5,000,000 
The services have strongly and repeatedly urged that such funds be 
made available, and Congress has fully recognized their efficacy 
The Navy asked for and received from the Bureau of the Budget an 
apportionment of $2.5 million in order to plan the current 1953. pro- 
gram. The Navy used the money wisely and the committee has 
accordingly had the benefit of a well prepared Navy program. — In the 
case of the Army, the Bureau of the Budget refused to release the 
$10,000,000 when requested in early March 1952. The result was 
that the Arm\ had been forced to borrow $6,000,000 from construc- 
tion projects in the 1952 program in order to do the necessary advance 
planning for 1953. Not until the early part of June did the Bureat 
of the Budget release the $10,000,000 to the Army. Of all Rien 
services the Air Force needed advance planning money the most and 
the Air Foree’s experience in this regard is paradoxical. On_ paper, 
the Bureau of the Budget released the $5,000,000 advance planning 
mone, to the Air Force on November 17, 1951. However, the testi-. 
mony in the hearings was uniformly to the effect that the Air Force 
was not permitted to use this money for advance planning until 
April 1952, long after the 1953 program w as developed. This tvpe of 
interdepartmental interference with the intent of Congress is not to 
be repeated, 

The current bill provides ample funds to each of the three services 
for advance planning: $52,620,000 for the Air Force; $5,000,000 for 
the Army; and $2.5 million for the Navy. Each of the services 
testified that these amounts were adequate and the committee fully 
expects that these funds will be released for the purpose just as soon 
as the services develop a further military public works program and 
it is approved by the Office of the Secretary of Defense and the 
sureau of the Budget. 

The committee has found it necessary to assure a better check on the 
utilization of the money in this bill. To this end, the committee 
has directed each service to furnish a monthly report on the obliga- 
tion of the funds by line item and also to furnish = the monthly 
report a copy of all requests for apportionments and of all backup 
data in support thereof. In the case of the Air Force, the monthly 
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report will not be against line items, but will be against the categories 
and commands carried in the Air Force formula which will be dis- 
cussed below. 


GENERAL PROVISIONS 


The budget estimate recommends the deletion of sections 602. 60 


and 604 of last vear’s bill. The reason for this recommendation was 
requested from each of the three services, from the Office of Secretary 
of Defense, and from the Bureau of the Budget. Sections 602 and 603 
contain important restrictions on the use of cost-plus-fixed-fee con- 
tracts and the “buying of construction time.” They are both sound 


Section 604 restricts the construction of laundry and 0 
facilities. None of the services expres ed any objection to the con- 
tinuance of the sections. The Bureau of the Budget and the Office 
of the Secretary of Defense seem lukewarm to the need ior carrving 
them in the law but concede they are sound provisions. The commit- 
tee has retained all three sections (designated as sees. 802, S03, and 
804 in the accompanying bill) and has added to section 804 a& restric- 
tion on the construction of bakeries in addition to laundry and dry 
cleaning facilities. 


DeEPARTMENT OF THE AIR ForCE 


The budget estimate for the Air Force is in the amount of $1,538 
billion for 1953. (As explained at the outset of this chapter of 
report, $230 million was added to this figure by the House Armed 
Services Committee to provide military installations and facilities in 
foreign countries where the United States is paying the full cost on a 
unilateral basis. Therefore, the Air Force request totals $1.768 
billion). The committee recommends $1.2 billion, a reduction of 
$568 million. 

For the purpose of immediate discussion consider the $1.538 
billion requested figure. ‘This request is not against authorization of 
the same amount, but instead is against authorization in the amount 
of $1.860 billion. What the Air Force is seeking to do is to obtain 
funds with which to build facilities costing $1.860 billion, with only 
$1.538 billion. The reason for this anomaly is that the Bureau of th 
Budget did not permit the Air Force to ask for more than the $1.538 
billion. At the same time, however, no deletions of any kind or 
character have been made from the actual physical bases, structures, 
and facilities which the Air Force desires to build to cost $1.860 
billion. In order to achieve this financial legerdermain, the Air Force 
adopted a purely fictitious basis for its appropriation presentation 
to the committee. The proposition is this: The Air Force would 
fund all the construction in the United States only to the extent of 75 
percent, and still not leave anything out. Overseas, the funding would 
be 61.745 percent for some projects and 100 percent for others. The 
Air Force insists that this would not mean the construction of only 
75 percent of a runway and 75 percent of a hangar in the United 
States, or 61.745 percent of such facilities overseas. To the contrary, 
the Air Force intends to build each of the facilities in toto. The 
result is phantom figures which have no meaning whatever. 

The fiction does not end here. In the matter of 11 overseas projects, 
including bases in the United Kingdom, the House Armed Services 

H. Rept. 2316, 82-2 5 
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Committee did not permit authorization in the full amount of the Air 
Force request. The Air Force is not content to make any deletions 
of the actual physical structures from these bases, but recognizes that 
it must stay within the dollar amount authorized. In order to have 
all the bases and everything on them, the Air Force has requested this 
committee for funds to cover each and everyone of the facilities which 
will cost more than the authorization amount. The Air Force solu- 
tion is simple—simply reduce the cost factor of 2.5 to 1.5. In other 
words the Air Force knows what the cost will be, and has cut the cost 
factor to the extent necessary to get everything it feels it needs and 
not have enough money to pay for it. 

This sophistry caused the committee deep concern, and the com- 
mittee decided upon forthright action in the form of getting directly 
from the Secretary of De fe nse, the Secretary of the Air Force, and the 
Director of the Budget clear, full and frank statements. 

In the first place the committee learned that the 1952 publie works 
program for the three services was far from being firm, even though 
the committee had been given assurances at the time that the pro- 
gram was firm. As to the 1955 program, the committee learned from 
the Director of the Budget that it had been presented to both the 
Armed Services Committee and to this committee at too late a date 
“to do an effective job of reviewing and examining’’, and that the 
figures and justifications before the committee are not firm in some 
unidentified particulars. The Director further stated that he did 
not like the situation any better than the committee did, and that 
more of a machinery or mechanism for review in the Department of 
Defense is necessary than exists at the present time. (T his diseussion 
centered primarily around the Air Force program), The Director also 
frankly conceded that a dual standard for action by the Bureau of 
the Budget has apparently developed—one basis for presentation 
to the Congress in order to get appropriations, and a second or review 
basis by the Bureau of the Budget before funds are released for the 

construction of those items justified to the Congress. 

The committee had before it and gave serious consideration to the 
statements made off the record by the Secretaries of Defense and of 
the Air Force. From these discussions the committee has arrived at 
the figures in the accompanying bill, using its own judgment as 
indicated in this report. 

Getting directly to the matter of appropriations for fiscal year 1953, 
the Secretary of the Air Force advised the committee that the Air 
Force does not have a firm program and would do wrong if it were to 
attempt a firm program. This statement is fully understandable. 
When the Air Force justified its 1952 program to the Congress in 
September 1951, it was on the basis of a 95-wing program and the 
appropriations were made on that basis. However, before that 
program could get off the ground, there was a top policy decision to 
expand the Air Force to 143 wings. As a re “igh only $700, bes 000 of 
the 1952 appropriation of $2.2 billion will be obligated by June 30, 
1952, leaving a carry-over to the new fiscal vear of unobligated money 
in nt amount of about $1.5 billion. The Secretary and other Air 
Force officials stated that it would have been wrong for the Air Force 
to obligate the 1952 money on any faster basis because it could not 
have been obligated against the new 143-wing program. This appears 
logical to the committee. 
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The Air Force testified that it will not be able to obligate the $1.5 
billion carry-over until December 31, 1952, and further that planning 
lead time is required for the money being re quested for 1953. This 
planning will require a period of 4 to 6 months. So long as planning 
money is made available for this purposes—and the committee is 
allowing $52 ,620,000—tbe Air Force will be able to continue its base 


structure build-up on schedule. The next question is how much 


construction money will be needed to continue construction in the 
early months of calendar year 1953. The Secretary of the Air Force 


very frankly stated that it the committee were to appropriate the 
requested $1.538 billion, it would have to do so blindly, and that he 
does not like to ask the committee to do this. 

At this juncture the committee was remitted to the position of 
working some semblance of order from a very confused, unsatisfactory 
picture. The primary and predominant consideration is, and 
necessarily is, to support the Air Force in its sorely needed build-up 
of base structures to match planes and personnel. This must be 
done at all odds. The committee is decidedly cd isappointed at the 
lag in the construction of Air Force bases. As of June 30, 1952 
only a fractional part of the air base build-up for 143 wings will be 
under Way. This is less than expected by the Congress The pace 
must be accelerated. Congress has not failed at any stage to pro- 
vide the funds, and will not do so. Llowever, the Congress must 
have a firm basis upon which to support the Air Foree and at thi 
same time to discharge its own responsibilities in the matter 

The committee requested the Air Force Secretary to present a 
program, in lieu of the budget request, which will not in anv sense 
retard the build-up of air striking power, and at the same time assure 
on the part of the Air Force and the Depart: rent of Defense an oppor- 
tunity to take a reading on where the Air Force is going in construction. 
The Secretary agreed with this approach and studied the matter 
carefully. The net result is an approach satisfactory to the com- 
mittee and to the Air Force. The Secretary stated that the Air Force 
requires an appropriation at this time of $1.250 billion, including 
$52,260,000 for planning money. ‘The first indication on his part was 
that this amount would run the Air Force until April 1, but in the 
final stages he stated that it would carry until June 1, provided the 
Air Force is given a supplemental appropriation by April 1. What 
is then involved is the money which the Air Force believes it can obli- 
gate in the first 3 to 5 months of calendar 1953. There is some 
uncertainty in the expecte «dl rate of obligation. The best estimate of 
the Air Force is $250-$300 million a month for those months. Although 
the Air Force proposed a formula on the basis of $1.250 billion for this 


period, the committee feels strongly that $1.2 billion will be fully ade- 
quate for the purpose, and has allowed that much. 
In this approach to a very complex problem, the committee has 


the United States and overseas and to types of activities within the 
commands. The Air Force is agreeable to this type of control and has 
submitted a formula in effectuation thereof. The total appropriation 
is being made against a total authorization of $2,461 billion. This 
dispels to the extent possible the original fictitious Air Force approach 
and puts the entire program on an understandable and controllable 
basis. The Acting Chief of Staff of the Air Force was present at 


found it necessary to earmark the $1.2 billion against air commands in 


the 
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discussion in the hearings of this approach, and he stated that the 
plan is a very good and workable one. 

The formula is shown in the tables which immediately follow. 
The first table is for appropriations within the United States which 
total $560 million, and the second table is for overseas which total 
$690 million. These figures total $1.250 billion. As stated previously, 
the committee feels that $1.2 billion is fully adequate and therefore 
it is necessary that each category and command in the tables be 
reduced by 4 percent. The figures shown in the tables include uni- 
lateral funding of the NATO bases for which the House Armed 
Service Committee added $230 million to the Air Force authorization. 
The tables are as follows: 
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The authorization amount shown in these tables is composed of 
$2,089,277 ,000 carried in H. R. 8120, and $372,248.000 of unfunded 
prior years’ authorization, totaling $2,461 ,525,000. 
The Air Foree has requested some flexibility in the application of 
the funds as between commands, and the committee feels tl 
reasonable. Therefore, the Air Force may vary tot 


iat this is 
al funding within 
the various commands not to exceed 10 percent without referral to 
the Appropriation Committees. No flexibility is permitted between 
the categories of activities without prior referral to the 
Committees. The committee is to be kept advised of the obligations 
of funds by commands and by categories in the form of 
reports which are to be accompanied by copies of request 
tionments of funds and back-up data in support thereof 

The appropriation of $1.2 billion includes a total of $52,620,000 
which shall be made available immediately for planning and may be 
withdrawn from any of the commands or categories with later adjust- 
ments at the option of the Air Force between commands or categori 


\ppropriations 
+},] 
MOMS 


s tor app Tr 


to replace up to the original amount where require | to prosect { 
construction program. ‘The Air Force has t it does not 
need planning funds separate from the total appropriation As 


agreed tha 


e § ‘ 


ii Yalnist 
which the planning funds may be drawn. These planning funds are 


to include advance planning, master planning, and investigational 
engineering. 


The Air Force has authorization for construction at I 


Nebraska, of $9,093,000 for the Strategic Air Command. The field 
at Lincoln, Nebraska, is currently a municipal airport which is being 
used also by an Air National Guard unit, a Ground National Guard 
unit, and by the Navy for training purposes. The Air Foree has 


decided to install its Strate@ie Air Command Base at Lincoln, and 
has civen notice to the Nay \ that ll Wil have to read 


facilities on the field or else move to another base. The Na \ hi 
chosen the latter course and has proposed in its own pl 
request that it be permitted to expend $3,500,000 at the Omah: 


Municipal Airport at Omaha, Nebraska. The committee dise 


Q ee d issed 
this matter with representatives of both the Air Force and the Navy 
in the hearings and the committee has concluded after considering the 
question that the Air Force and the Navy should jointly study the 


situation further. Kor that reason the committee has inserted in the 
bill a proviso that no funds shall be expended (except for planni 
in connection with the proposed Strategic Air Con 
at Lincoln Municipal Airport, Lincoln, Nebrask: 

The Air Force bases upon which construction 1s permiutt d DY t] 
appropriation made in the bill within the continental United States are 
listed by base in the following tabulation 
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Mt. Home AFB 
AFB 
Plattsburg Barracks 


Rapid City AFB 


‘ 5. Sedalia AFB 
26. Selman Field 


. Sioux City Mun. Apt. 
. Smoky Hill AFB 


29. Stead AFB 


. Turner AFB 
. Tye Field 
. Walker AFB 

Westover AFB 
Burlington Apt. 
Duluth Mun. Apt. 
(Geiger Field 
Greater Pittsburgh Apt. 
Hamilton AFB 
Houma Gunnery Range 
Kinross AF Aux. 
Larson AFB 
Majors Field 
McChord AFB 
McGhee-Tyson Apt. 
Minneapolis-St. Paul Int. Apt 
Neweastle Co. Apt. 
. Niagara Falls Mun. Apt. 
. O'Hare Int’l Apt. 
. Oscoda AFB 
. Otis AFB 


. Oxnard AFB 


Paine Field 

Palmdale-Los Angeles Apt. 
Portland Int’l Apt. 
Presque Isle AFB 


56. Selfridge AFB 


. Stewart AFB 


58. Suffolk AFB 
. Truax Field 


. Punta Gorda 

Yuma Co. Apt. 

AC & W Canada 
AC& WU.S 
Alexandria Mun. Apt. 
Altus AFB 

Ardmore Mun. Apt. 
Blytheville Mun. Apt. 
. Bunker Hill NAS 

. Charleston Mun. Apt. 
Clovis AFB 
Donaldson AFB 
. Galveston Mun. Apt. 
Myrtle Beach AFB 
Raleigh-Durham Mun. Apt. 
Seymour-Johnson Fid. 
AFB 
Shaw AFB 

Big Spring AFB 

Bryan AFB 
. Connally, James AFB 
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Craig AFB 
Ellington AFB 
Foster Field 
Goodfellow AFB 
Haringen All-Valley 
Laredo Mun. Apt. 
Laughlin AFB 
Luke AFB 

Mat} er A] B 
Moody AFB 
Moore Field 

Nellis AFB 

Perrin AFB 
Pinecastle AFB 
Randolph AFB 
Reese AFB 

Seott AFB 
Cyndall AFB 
Vance AFB 
Wichita AFB 
Williams AFB 
Birmingham Mod. Ctr 
Brookley AFB 
(Gentile Spec’d Depot 
Hammonton AFB 
Hill AFB 

Kelly AFB 

Lynn Haven Pet. St 
Norton Al B 
tobius AFB 


Mun. Apt 


‘ 


. S3ist Spec’d Depot Shelby 


Tinker AFB 
Wright-Patterson AFB 
Palm Beach Int’! Apt. 


SsOn 


{ Morri- 


Camp Beale 

Dobbins AFB 
Godman AFB 

Long Beach Mun. Apt. 
Various 

Arnold Eng Dey. Ctr. 
Bedford Res. Ctr. (Hanscom) 
Hqs ARDC 

Edwards AFB 

Griffiss AFB 
Holloman AFB 
Lockland Plant 
Patrick AFB 

Kirtland AFB 

Eglin AFB 

Jolling AFB 


. Gunter AFB 


Maxwell AFB 


Mead. Brooks 
AFB 
Various—Comm. & Navaid Fac. 
Various—Land & Utils. Wherry 
Housing 


Variou 
Various 


Overrun Prev. Budget 
Community Fac, 
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DEPARTMENT OF THE Nat 


The budget estimate for the Navy is in the amount of S3S7,972.74 
for 1953. (As explained at the outset of this chapter of the repo 
$33,225,000 was added to this figur Dy the House Armed Services 
Committee to provide NATO facilities where the United Stat a 
paying the full cost on a unilateral basis. Therefore, the Navy re 


quest totals $421,197,740 Of this amount, $16,547,000 
projects not authorized in H. R. 8120 as finally passed by the Ho 
and of course no appropriations are being made therefor. The con 


mittee recommends $386,409,840, a total reduction of 834.787.9000, of 
Which the afore-mentioned $16,347,000 is a part 

The committee has had the benefit of a thorough pi 
Naval construction program in the extensive investigation he ¢ 
The Chief of the Bureau of Yards ana Doc os, ON th basis of develop 
ments in those hearings, initiated a new program of direct check ol 


the Various Naval Districts for the Purpose ol screenimeg plans whe 


specifications drawn for construction Phi esult has been 10s 
gratifying Alter only three months of operation under this new 
system, the Navy reported to the committee on June | 1952. tl 

economies had been effected to the extent of $382.000.000 on the 195% 


construction program of SSOO 000 000, or an ove! all total of 4 perce! 


Chis isa commendable performance which the committee is pleased 


recognize Che se reening has been carried into. the pend ney apy 

prinvtion request so that the pending fieure is aetually S16,000.000, « 
1 1 : 

t percent, less than it otherwise would have been 


The committee is satisfied as to the soundness of the Navv bud 
c 


and that installations contaimed in the 195 program 1 Cel il 

ceptions noted below) are needed for the build Ip of shore lacilities 
hecessary by Lhe rendiness date to s Ippo t tine fleet The e are cere 
tain projects Which can ay deferred at this time however, an tne 


committee recommends that they bye deterred 


The Navy budget includes funds to mov tS aviation traminge ta l= 
ties from Laneoln \ Mewpas \irport Nebraska to Omaha \luni pal 
Airport, Nebraska, asa part of the Air Force's proposal to lst | 


Strategic Air Command Base at Lincoln This was discussed in the 
Air Fores portion of thus chapter The committec StLrongiv. Teeis 
that the Navy should not be provided with funds in the amount of 
$3.5 million to build new facilities at Omaha in advan ol a joint 


Air Force-Navy studv of the ove! all problem, al huis therelore 
deleted this item 

The budget included several items for expansion of Naval hospital 
and other medical facilities. wncludine the sum of S11.679.000 

: ‘ . ‘ , } 

permanent hospital of SOO beds on a 1,500-bed chassis at Norfo 
Virgimia. This buildup of hospital facilities is logical and need 
However. $2,500,000 was appropriated in the 1952 bill for acquisition 





of land, arelutect-engineer services, site preparation and foundations 
for the Nortolk hospital This advahce WOrk is Inderway, an 


auppea#rs that this project will not be retarded if construction funds are 
deferred at this time 

The request for 8$700,000 for an addition to the \ledica 
Research Leboratorv at Bethesda, M: 
committee believes can be deferred at this time and the committee has 


accordingly deleted it 
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There are ewe otter items in the Navy program which, in the opinion 
of the committee, can be deferred, and the committee has also deleted 
them. One is an item for post maintenance shops and administra- 
tion building at Quantico, Virginia, totaling $2,210,000, and $351,900 
to relocate the telescope from the Naval Observatory in Washington, 
D. C., to Flagstaff, Arizona 


The Navy has demonstrated a mepeeniree lack of foresight, and 
eandor with the committee on a previous occasion in the matter of 
a acquisition for the Naval pl it Base at Little Creek, 
Virg The item for purchase of an additional 127.7 acres is not 
be ing dal leted, but the committee is displeased at the Nav v's defective 
pla nning tor thls base. 


t 

\ final item in the Navy program of which the committee desires 
to take note is the one for improvements to the water aqueduct at 
Key West, Florida. The request is for $495,000 This work is 
proposed to be done by reason of the Navy’s obligation under a con- 
tract to hussiah water for the civilian population of Key West in 
addition to its prime obligation to furnish water for the (a0overn- 
mental installation there. The committee feels that the Navy should 
xamine carefully the propriety of increasing the civilian water rates 


in light of this additional expenditure upon the part of the Govern- 
ment on this aqueduct and related facilities. From the testimony in 
th hearings it appears that this additional investment is solely for 
ivilian use. If this is the case, !t 1s expected that the civilian bene- 


ficiaries will amortize its cost. 


ior OO As plained at th vu I t Cl ( OL | 0 
S2 ’ »UUU Wa it i to t] is fl i 1) ! Hy \ ' Ces 
Comnutt » provide NATO facilit wh : : 
| the ful Ost OI! 1 unilateral s l LO { Ar - 
otals $654.090.000 Ch CO ter ) s § es 
yt) ) I on ot $54.00 OE 

| the con ees Study ot th Con l ( Deriorl 1e 
Corps I I nein I ior the 1 m ynth er a ng Au l i yi, 
he ce tee \ impressed with the ma de of 1 ! 

OT Ns wilt th Army Co of Ey I ( ) ) 

! are ot i rreater scop mn those Ol tie \ > tl 
‘ wind Dox The Corps of E1 ’ h Ons fou 
th mstruction of all of the Army construction projects, and in large 
measure for the Air Force construction projects, in addition to the 
ivil works projects within the United States. Throughout the build- 
Ip period since the commencement of hostilities in Korea in June 
1950, the Corps of Engineers has not had avau ible to it a sullicient 
number of trained engineer officers to undertake the vast responsi- 
bilities thrust upon the ¢ ‘Orps. As a result, it fairly wppears that the 
Corps has been spread thin. 

Altho in the investigation | arinmgs ti Navy took the cue from 
the committee and inaugurated the system of secreenn scribed 
previously herein with the resultant savings of 4 percent on the 1952 
public works program, the Corps of Engineers because of its decentrali- 


Zation and Dr ader construction ul dertakinges Was apparel tly hot able 
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Trrie II 
DeEPARTMENT OF THE ARMY 


SUBCOMMITTER 


ROBERT L. F. SIKES, Florida, Chairman 


DANIFL J. FLOOD, Pennsylvania ERRETT P, SCRIVNER, Kar 


ALASKA COMMUNICATIONS SYSTEM 


The bill includes $1,400,000 for the construction of buildings and 
facilities in Alaska, a reduction of $1,980,700 from the budget estimate 
The total request of $3,380,700 was based on both existing and pending 
legislative authority. The committee is advised that H. R. 7725 
which contains the additional legislative authority on which a part 
of the requested appropriation was based will not in all probability 
be enacted into law during this ¢ Congress. It is therefore recom- 
mending an amount to cover the currently authorized projects less 
the cost of certain authorized projects for which apparently there 
no need and which the Army has proposed be deauthorized 

The committee in its report on the regular bill for the Department 
of the Army suggested that the Army consider transferring operation 
of the Alaska Communications System to a management fund. This 
suggestion is now restated, and in addition it is suggested that the 
Bureau of the Budget review all era activities in Alaska, 
inc uding construction of housing and the Alaska Railroad, with the 
view of recommending legislation to place the operation of those 
activities under one corporate or management fund. It has been 
apparent for some time, with the continued economic growth of this 
Territory, that the combined military and commercial operation of 
these enterprises has not been overly satisfactory from either a military 
or fiscal standpoint and should be separated. The committee will 
expect the Bureau of the Budget to make a full report on this subject 
at the time of presentation of the budget for 1954. 


Is 
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CHAPTER IX 
MUTUAL SECURITY 
SUBCOMMITTE] 


J. VAUGHAN GARY, Virginia, Chairman 


POW ROONEY, New York RICHARD B. WIGGLESWORTH, Ma 


SCOPE OF CHAPTER 


The committee considered estimates totalling $6,526,060,750 cover- 
ing the titles “‘Government and Relief in Occupied Areas’’, ‘‘Govern- 
ment in Occupied Areas’, and “The Mutual Security Program’’. 
These estimates are contained in the President’s budget at pages 
711-713, and 916-917, and in House Documents 510 and 512, respec- 
tively. These programs are administered by: the Department of 
Defense, through the Department of the Army, for the Government 
and Relief in Occupied Areas activity; the Department of State 
for the Government in Occupied Areas activity; and the Office of the 
Director for Mutual Security, in conjunction with the Mutual Security 
Agency, the Department of Defense, and the Department of State, 
for the Mutual Security Program. 

The table which follows summarizes the committee action by major 
title of appropriation. The detailed tabulation appears at the con- 
clusion of this chapter. 
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Tirte 1—DerartMentT OF DEFENSE 
DEPARTMENT OF THE ARMY— CIVIL FUNCTIONS 


Government and Relief in Occupied Areas.— The committee recom- 
mends $11,000,000 for this activity, a reduction of $1,820,000 in the 
budget estimate and $11,500,000 below the amount appropriated for 
fiscal vear 1952. The large reduction in the requests for 1953 as com- 
pared with 1952, is due primarily to the elimination of funds for Japan. 
The funds allowed are to provide economic aid, reorientation, and 
administration costs for the Rvukvus Islands and for expenses of the 
United States representatives tn the Allied Military Government Or- 
ganization in Trieste. Of the amount allowed, $1,500,000 is for 
administration, a reduction of $645,000 in the amount originally 
requested. 

Language proposed to permit conclusion of certain construction 
projects by extending the avails eae of not to exceed $1,725,000 of 
funds appropriated for fiscal year 1950, is recommended. The three 
projects involved are a steam seb plant, a road construction pro- 
gram, and a harbor development program at the port of Naha. 


Tirte I]—DepartrMenNtr oF STATE 


Government in Occupied Areas. The bill includes $19,000,000 for 
carrying out United States programs in Germany and Austria. The 
amount recommended is $1,500,000 below the budget estimate and 
$7,880,000 below the amount provided for fiscal vear 1952 

The estimates reflected a decrease from the 1952. appropriation 
predicated on the termination of occupation activities In Germany and 
the establishment of the United States mission on an embassy basis. 
However, the committee feels that the decrease proposed was not com- 
mensurate with the reduction in functions and services and recom- 
mends a further reduction of $1,127,500, thus making $15,572,500 
available for Germany. 

It should be noted that in addition to the dollar appropriation for 
Germany, there was requested the equivalent of $31,133,000 in 
deutschemarks to be derived from GARIOA counterpart, operating 
revenues, occupation costs, and surplus property credits. 

A breakdown of the Exchange of Persons Program for the fiscal 
vears 1951 and 1952 as compared with the proposed program for 1953 
was presented in the budget justifications. The committee was 
shocked to note that the category ‘‘Religious affairs” had been com- 
pletely eliminated from the program for 1953 although such other cate- 
gories as “Social services”, ‘“‘Libraries and museums’”’, ‘Teenagers”’ 
etc. were either increased or continued at substantially the same level 
as 1952. The committee urges that this apparent lack of proper con- 
sideration of the importance of religious affairs in international 
relationships be given prompt attention by the top administrative 
level. 


The situation in Austria remains largely a stalemate. The com- 
mittee recommends $3,427,500, a reduction of $372,500 in the request, 
for carrying on the activities in that country. In addition to the dol- 


lar appropriation request, it was estimated that the equivalent of 
$6,211,893 im Austria schillmgs would be obligated from operating 
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reveliues, reunbursement 1y\ MSA, ECA surpl iS. Sel Hine Geposits 
and surplus property credits. 

The committee has included language making available, hot to 
exceed $25,000,000 in surplus property eredits for Germany and 
Austria in the event sufficient currencies are not available from other 
SOUTrCES. The committee requests that mm future budgets dollar 
appropriations be requested to cover all expenditures. Dollars will 
then be used to purchase from the United States Treasury foreign cul 
reneles or credits owed to or owned by the ‘Treasur\ of the United 
States for carrying out the purpose of said appropriation. “Phe un 
limited use of foreign currencies and credits owed to or owned by t] 
United States must be discontinued The limitation placed on the 
availability of surplus property credits will enable the De partment to 
carry on its estimated use of deutsehemarks and schillings to the extent 
submitted to the committee. The total obligations for each program 
however. are not to exceed the amounts justified before the committee 


TirLe DLI—Moervan Securit 


In formulating the authorizing legislation the Mutual Security 
Program has during this session received the careful consideration 
of three legislative committees of the Congress and of both the House 
of Representatives and ra Senate. The additional extensive hear- 
ings and intensive study by the Committee on Appropriations largely 
confirms the wisdom of action already taken. However, as a result 
of the availability of more recent information and a painstaking 
analysis of financial data related to program Operations the com 
mittee has been able to reduce the estimate by $246,800,000 

It was obvious to the committee from the information furnished 
it that the ane of funds appropriat ed to the Department of De 
fense for the build-up of our own military force plus the amounts 
appropriated S milits ary assistance to our ilies constitutes a total 
which, without further curtailment of our civilian production, is be 
yond our industrial capacity to translate into military goods as 
rapidly as called for by the schedules upon which the appropriations 
were based. Faced with this situation the military establishment has 
given first priority to the fulfillment of its own needs with the result 
that funds appropriated for military assistance under Mutual Security 
have neither been obligated nor expended as promptly as planned 
The backlog of unfilled needs, for which appropriations had already 
been made, was taken into consideration in ‘stretching out” the pro 
gram when the budget estimates for 1953 were prepared However, 
those estimates were based on the premise that obligations and ex- 
penditures for the program during the last few month» would increase 
somewhat more than has proven to be the case. On the basis of 
careful study of voluminous technical data from the books of the De 
partment of Defense the committee is convinced that a further 
reduction of S200,000,000 can be made in the military assistance pro- 
gram without effecting in the slightest degree the orderly scheduling 
of deliveries necessary to the fulfillment of this program 

The committee has allowed $1,849,306,250 for all types of economi 
assistance. The major part of this phase of the program for 
“defense support’’, that tvpe of economic aid which directly results 
in increased output of military items. Further reductions than those 
already made in the authorizing legislation would be short-sighted 
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that they would very likely result in loss of potential military produc- 
tion worth several times the amount of short-term saving. 

The committee was pleased to note that the division of shipping as 
between foreign and American ships has worked out satisfactorily and 
in accordance with the intent of the Congress that at least 50 percent 
of the materials be carried in United States ships as expressed in the 
authorizing legislation. 

The committee notes that the Mutual Security Agency has not 
included tobacco as an item to be financed. The Agency has indi- 
cated that it considers that adequate supplies of leaf tobacco to manu- 
facture products acceptable to consumers are essential to the purposes 
and objectives of the Mutual Security Program and are necessary to 
support the defense effort but believes that the requirements for 
United States tobacco can be financed with dollars from other sources. 
The committee accepts this explanation but trusts that the Agency 
will constantly review the tobacco supply situation in the various 
countries receiving aid under the program and will lend its assistance 
to see that adequate supplies of tobacco are provided. 

There are certain phases of the Mutual Security Program that in- 
volve entering into agreements with other countries or groups of 
countries. Under the Constitution the Exee utive Branch of the Gov- 


ernment has the power to conduct international affairs su bject only to 
ratification by the Senate of any treaties which wad be deter ‘mined 
upon and subject to the confirmation by the Senate appointments 
of ambassadors, ministers, ete. For many years am provisions of 


the Constitution very definitely limited the role of Congress in inter- 
national affairs to the matters which could be submitted to the 
Senate. However, during recent years international arrangements 
have involved expenditures of large sums of money, a high percentage 
of which comes out of the Treasury of the United States. Because of 
the provision in the Constitution which requires that no money be 
expended out of the Treasury except in consequence of an appropria- 
tion made by law, the Congress has a far larger share in international 
affairs than formerly was the case. In fact, so far as international 
arrangements and programs are related to expenditure of funds, the 
power of Congress is exactly the same with respect to international 
matters as with respect to domestic matters. It must be pointed out 
that during the past few vears the Congress has more than once been 
confronted with a proposal to expen | large sums of money which was 
based on an agreement entered into by the Executive Branch of the 
Government and which was stated by the Executive Branch to have 
been so final in its terms as to be a matter of great cs  Nierage i to 
the United States should the Congress fail to appropriate the full 
amount proposed. The Committee on Appropriations does not desire 
to deny or refuse to meet any real sbligaton on the part of the United 
States and the committee has always been careful to recommend 
appropriations to the Congress when necessary to meet obligations 
incurred or a just debt 

The Committee on Appropriations desires to sti however, that 
it will not consider as either morally or legally Leading on the United 
States any agreement with a foreign government involy ing ee expend- 
iture of funds out of the United States Treasury unless an appropria- 
tion is legally available to the department or ageney of the United 
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States making said agreement for the purpose at the time the agree 
ment is entered into 
TITLE I EUROPI 


The committee recommends $4,556.257.750 for this title of which 
$3,273,824,750 is for military assistance and $1,282.433,000 is for 
defense support. The amount recommended represents a reduction 
of $141,800,000 in the budget estimates and a reduction of $1,218,- 
358.097 below the comparable appropriation for fiscal year 1952 


The $3,273.824.750 included in this title provides for material and 


training assistance for the followine countries: Beletum-Luxemburg 


Denmark, France, Italv, Netherlands, Norway, Portugal, United 


Kingdom, and Yugoslavia In addition, the fur ds proposed Wo ild 
provide for assistance in equipping forces Which might be contributed 
to the proposed europe an Defense Community, which would include 


for Establishment of t] 


German contingents, if the pending tre he 
] 


Chis appropriation also includes 


‘ i 


Kuropean Defense Force is ratifiec 


provisions for the United States contribution to the expenses of 
NATO military and civilian headquarters, the expenses of the Stand- 
ing Group, the escapee program and all f the admuinistrati ‘penses 
of the Mutual ecurity Program The sum of $43,790,000 was 
requested for administration The committ us a wed 542,000,000, 
a reduction Oot SLF9IO000 This colmpares W th an estimated ob ivAa- 
tion of $42,031,154 for fiscal vear 1952 

The amount recommended for this item is 141,790,000 below the 


budget estimate of w hic h S$140.000.000 is to be apphed to the military 
assistance program and the remainder to administration 


eictivatanbeee acs — 
The committee has approved $1,282,433,000 for “Defense support’ 
for Europe made up of $1,247,883,000 for direct ountry aid 
$15,500,000 for technical assistance, $19,000,000 for basic n ials 
development and $50,000 as a confidential fund The reduction of 
$10,000 made in this title is to correct a typographical error in the 
budget submission. The following table shows how these funds are 


programed by country with the comparable 1952 amounts. 
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United States de fense 8 ipporl 
{Millions of dollars 
United State } 


support 


Country 


Fiscal year I a eu 
1952 95. 
10 NATO countries: 
Belgium- Luxemburg . ee ‘ 28.9 $0 
Denmark A 23.0 } 
Franc : 270.0 OH 0 
Iceland ; ie 5.5 7 
Italv (including Trieste : 162.5 877 5 
Netherlands a 100, 0 ¥. 4 
Norway ees 15.0 7.0 
Portugal . 0 ) 
United Kingdom = ‘ ; 3 4350.0 $416 
Potal 10 countries : 934, 9 867. ¢ 
Germany (Federal Republic hee 106. 0 113.0 
Total 10 countries and Germany ‘ 1,040.9 80 
Greece a ‘ s 182.0 02, 283 
rurkey ee Sle ie tia eS 70.0 19.0 
Total NATO countries and Germany ; 1, 292. 9 1, 131. 883 
Austria area ‘ 6 120.0 $61.0 
Total 14 countries : 1. 412.9 1. 192. 8&3 
Yugoslavia 80. 25 50 
rotal 15 countries ? 1, 493. 15 1, 247, 883 


i These are MSA figures. 

2 Components for military end items exclusively. 

? Includes $12.5 million for POL processed for Greek account 

* Includes $50 million pursuant to the agreement with United Kingdom of July 7, 1950 
* Includes $36 million pursuant to the agreement with United Kingdom of July 7, 1950 
§ Economic aid. 


The committee believes that the expenditure of these funds can 
easily result in at least twice the amount of military production that 
could be secured by the expenditure of sumilar sums for military end 
items in this country. The committee was presented with many 
examples to illustrate this point, such as, that $2,000,000 worth of 
machine tools enabled the Rolls Rovee and DeHaviland aircraft 
companies to increase their output of jet engines by $60,000,000 per 
vear and that $2,000,000 worth of mine machinery made it possible 
to rehabilitate a Norwegian iron mine, destroved durmg the war, 
which will ship $7,500,000 of iron ore concentrates to European stee! 
mills this vear 


ASSISTANCI PO SPAIN 


In connection with the program for assistance to Spain the following 
testimony was received by the committee. 

‘The amount of $100 million contained in the legislation last vear has not beer 
spent We have been engaged in negotiations with the Spanish Government 
concerning bilateral agreements on the various items by way of bases and other 





quid pro quos which are to be made available in return for the use of nev, 
none of which has been obligated, and it is presently expected that none will be 
obligated in this fiscal vear 

also testified previously these negotiations are going on, and on the whole 





give promise of reaching a mutually satisfactory conclusion before too long 
There was added in the authorization legislation this vear another 525 million 


as I believe the members of the subcommittee know, so that there will be available 


n addition to a small carry-over of the Export-Import Bank loan funds that were 


by terms of this year’s and last year’s legislation a total of $125 million for Spair 
made available, I believe, in the legislat 


ion in the fiscal vear 1950.” 
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The committee recommends language which continues available 
untu June 30, 1953, the $100,000,000 appropriation for assistance to 
Spain granted in the Mutual Security Appropriation Act for 1952 
Since the a iinalas legislation specifically re quires that not less than 
$25.000.000 of eee ate meee mae Title I shall be used for 
economic, technical, and military assistance to Spain, there will 
available at least $125,000,000 for such 
19533 


he 


assistance during fiseal vear 
fITLE Il—NEAR EAST AND AFRI 


The bill includes $711,430,500 for this title of whieh $530,316.500 
is for Military assistance, $50,822,750 is for technical cooperation, 
S60.063.250 is for Palestine refugees and S70.228.000 is for Israel 
refugees. The total amount recommended is $30,000,000 below the 
budget estimate and $158,924,500 over the comparable amount for 
fiscal vear 1952 

MILITARY ASSISTAN( 


The committee recommends $530,.316.500 for this title, a reduction 
of $30,000,000 in the budget estimate These funds are to provide 
for matériel and training assistance to Greece, Turkey, and Iran 
In addition, under the terms of Section 202 of Mutual Security Act 
of 1951, as amended, not to exceed 10 a of ie 
may be utilized for any other country of the Near FE 


to certain determinations by the President. 


auppropriat ion 
ast area subject 


ECONOMIC AND TECHNICAL ASSISTAN( 


The bill includes a total of $181,114,000, the amount 
estimate, for the three programs under economic assistan 
technical cooperation title [1], namely, Technical ceooperatlon es 
tine refugee program, and Relief and resettlement of refugees entering 
Israel. 

The sum of $50, 822,750 18 provided for the technical cooperation 
program which is a reduction of $5,433,250 below the 1952 amount. 

The following table sets forth the countries, the actual 1951 obliga- 
tions and those estimated for fiseal vears 1952 and 1953 


( ompa mire summary af ob gation 
\ I 4 ile, 
( intry f i ur 
152 
Arab States $ } 4 
Egypt 3 ’ 
lrag 23.4 Su Jit 
Jordar 4 7 
Lebanon 872 $, 474 
Saudi Arabia 4.3 4 ta 
Syria s 2, (OO 6, 921 
Yemet 231 
Independent Africa ¥v2.¥ 4, 44 254 
Ethiopia (Eritrea 5 238 4 
Liberia MS aye f 
I bya st 
Ira 4 4 "3 4 ” 
Isruc vi. 3 i,9 2 
heg Dai Ua 4u 


a) obligatio 3, 809.5 bth, 2 W), 823 
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The committee has approved the budget estimate of $60,063,250 
for Palestine Refugees (Arabs from Palestine), and $70,228,000 for 
Relief and Resettlement of Refugees coming into Israel. The major 
portion of the appropriation for ‘“‘Palestine refugees’ is to enable the 
United Nations Relief and Works Agency for Palestine Refugees LO 
continue with the reestablishment of over 800,000 Arab refugees 
from Palestine under a 3-year program scheduled to be completed by 
June 30, 1954. The appropriation for ““Refugees coming into Israel’’ 
is for direct aid to Israel and is to meet the immediate need for relief 
and settlement of the tremendous influx of refugees. The alleviation 
of the refugee problem in the Near East is a major factor in bringing 
about political and economic stability in this area. 


riTLE Il ASIA AND THE PACIFIC 


The committee recommends $862,220,000 for this title of which 
$540,807 ,500 is for military aid and $321,412,500 for economic and 
technical assistance. The amount recommended represents a reduc- 
tion of $69,000,000 in the budget estimates and a reduction of $58,- 


322,866 from the comparable appropriation for fiscal year 1952. 


MILITARY ASS{STANCI 


The $540,807 ,500 is to provide matériel and training to the countries 
in the general area of China, including Thailand, Indochina, Philip- 
pines, and the Nationalist Government of the Republic of China 
There is no other area of the world where the immediate need for 


military strength to ward off Communism is more apparent 
ECONOMIC AND TECHNICAT ASSISTANC!I 


The funds for economic and technical assistance under this title 
aur’ contained in three separate appropriations. The spec ial technical 
and economic assistance, under the Mutual Security Agency, provides 


assistance for - ¢ hina Formosa), Indochina Associated Slates), 
Philippines, and Thailand. The bill includes $202,778,250, the 
amount of the budget estimate for the program. The following 
table sets forth the actual amount of the program D\ countries for 
fiscal vear 1951 and the estimated obligations for fiscal vears 1952 


ana 1953 
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Comparative summary of obliqatr ns by runt 
In thousands ef d i 
Act Estin } 
\ seal yeu fiscal cal 
l 9 1 

Bolis S502 s1, 44 > yt 
Braz y 10) R52 
Chile $345.4 | { ) 
Colombia GN. 7 x] 73.0 
Costa Ric 24.8 4 47. () 
Cub 67.6 IN2 7 
Dominican Reput 2 2 x7 
Ect 77 $07 , 0 
El Salvador 215 S70 080 
(ruatema 74 229 219 
Hai 14.9 707.0 TH) ( 
Hondt 271.0 12.0 TO4 ( 
Mi AK 1H) 4 KOLO 46 
Nicar 1.4 one oO x40) 
Pana 451. 2 004.0 3.0 
Paraguay i784 1. 676.0 1121.0 
Peru 417.8 1,874.0 1, 966.0 
Urugua 186.4 6.0 405.0 
Venezuela 200, 2 156.0 159 
Regional projects 650.8 2 1, 207.0 

Potal obligat } 19, 861.0 329.0 


TITLE V 
MOVEMENT OF MIGRANTS 


The bill includes $9,240,500, the amount of the budget estimate for 
this program, the intent of which is to facilitate the movement of 
surplus manpower from certain countries of Europe to other countries 
where such manpower can be utilized. The program for 1953 calls 
for the movement of 140,000 migrants as compared with the planned 
movement of 137,500 in 1952. 


OCEAN FREIGHT VOLUNTARY RELIEF PACKAGES 


The sum of $2,587,500 the amount of the budget estimate, is in- 
cluded in the bill for payment of ocean transportation on relief sup- 
plies and packages in the following categories: relief supplies and pack- 
ages shipped by voluntary nonprofit relief agencies, parcel post 
packages, and packages shipped by commercial freight 


MULTILATERAL TECHNICAL COOPERATION 


The bill includes $15,708,750 for contributions authorized by section 
104 (b) of the Act for International Development, as amended by 
section 10 (a) of the Mutual Security Act of 1952. 

The following table sets forth the amounts for the program by 
area and agency. 
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CHAPTER X 
EMERGENCY AGENCIES 
SUBCOMMITTEE 


CLARENCE CANNON, Missouri, Chairman 


ALBERT THOMAS, ‘4 JOHN TABER, New Y 


MICHAEL J. KIRWAN, O RICHARD B. WIGGLESWORTH, Ma 
JAMIE L. WHITTEN, Mi GLENN R. DAVIS, Wi 
OHN J. ROONEY, New York NORRIS COTTON, New Ha 
JOHN 1 YGARTY, Rhode Island GERALD R. FORD 
7 


EXPENSES OF DEFENS!I PRODUCTION 


I 


The committee considered estimates in the amount of $173,360,000, 
us oonke ained in House Document 504 for defense production and 


stal ization activities Of this total amount $103,250,000 was re- 
anu ted { yr the Ee mie Stahilizati \o , 1) } Cachan 

quested for the Economic Stabilization Agency. ue to the present 
state of indecision as to the status this agenev will actually assume in 
fiscal year 1953 no action has been taken on these estimates. Follow- 


1 same line of thought no action has been taken on the estimate 
of the General Services Administration which includes the rental 
space for ESA. Funds are recommended in the bill in the amount of 
344,190,000 for the defense production activities of the other a rencies 
involved, a reduction of $17,420,000 in the budget estimates 

The reductions recommended by the committee are based generally 
mn tWO crit ria, first that substantial progress has been made in the 


. } 
nop 


lization program and second, that existing governmental per- 
sanbedl an d services are not being utilized to the maximum called for 
rv the defense program. 


‘| hi a ary objective of the defen sc production = les Was the 

tablishment of an industrial “ that would supply the expanded 
military needs of the nation. As has been stated this mobilization 
base is well on its way in completon In this connection the Director 

Defense Mobilization, in his fifth quarterly report to the President 
stated, ‘‘The time has now arrived when most of the capacity needed 
for our current programs is either in place or insight”. The controlled 
materials plan is in oper: ition. It was testified that a significant start 
has been made toward removing and relaxing controls. The extent 
of the loan and tax amortization programs appears to be diminishing. 
In view of the progress that has been made in this respect the com- 
mittee believes that the final objectives of the program can be reached 
with considerably less personnel and at less expense than is contem- 
lated in the Budget estimates submitted to the Congress. 

Congress in passing the Defense Production Act of 1950 and in 
making subsequent appropriations available for its implementation 
eny isaged t hat the executive brs anch wherever possible woul 1 use the 
isting governmental structure and personnel in furthering those 
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A 


activities essential to the defense effort 1} it ttiis 


done is borne out by the 26.832 permanent positio 


the defense activities in fiscal vear 1953 TI comn 

the position it took in reporting the bill containing appr 

for these agencies in fiscal year 1952. There must be 1 ep 
determination on the part of the Bureau o B Ui 
ularly established agencies of the Govern nt to pul aside nol 
matters and to channe|] their normal activities to thos Ces 
sioned to further the defense effort now being made by the peopl 
this country. To this end the bill again includes a provisior rer 
the transfer of funds from regular to defense activities in the est 


lished departments. The committee will expect that the agencies « 
the executive branch will take a more realis view of ther ro hi 


defense effort by a greater utilization of ilar person 
resources than was true in fiscal vear 1952 
Che committee Is disappointed in the app: mnt lac of eff ( 


1 { 
over-all Mhahnagement and personnel prograhis ih the ¢ ehnse agencies 


This is especially true in the Economic Stab ition Agency and its 


constituent offices. In the Office ot | Sti ization considera 


overstatling resulted when a stafline pattern was develope 
regard for the amount of actual work to be performe: lestimon 
before the committee cisclosed that littie | been done to date to 
correct this error. The result of such prac can only be an inereast 
in the finaneial burden of the Governme The noehal ( tty 
matters in the executive branch must r 
tion of temporary agencies nor the Haalt 1) { ( 
lished ones are licenses to hire persont 
regard for proper economy 
Orricst OF DEFENSE MOBILIZATION 

The amount of $1,000,000 is recon ted | His ( ! lc- 
tion of $550,000 in the budvet estimat ‘ 50.000 
n ee has not allowed the ind ( td 
to reimburse the National Seew Res ( Bo I 
tive services performed for ODN rh CO ) 
NSRB in 1952 and this poli houl ) nn 
Veul 
Di sé P 

kT 1, cue on of S$16.S70.000 1 
chiefly in the productio tion of t} 
Dased oO! inctors mentioner i ! | 
mittee desires, how ) point o 
ties O1 s | it dual dep ! 

ay P iy ldn f } 
$2 750,000 are approved for th 
the bud timates I hae net \ \ 
Production Authority are simil 
difference | letailed oper NPA 
mayor po mn of tl ! if 
head (Al ) | I procre his 
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year. The committee hopes that further integration will become an 
actuality in the near future. 

De partme nt of Commerce. The defense activities of this De ‘partment 
are divided among seven offices including the National Production 
Authority. Funds are recommended in the amount of $25,000,000, 
a reduction of $10,000,000. Many of the activities for which funds 
were requested, especially those of the Industry Evaluation Board, 
Office of International Trade, Office of Transportation and the Office 
of Industry and Commerce, appear to have no part in the defense 
program or are duplication at least in part of functions of other 
acvencies. 

The National Production Authority is the chief defense activity of 
the Department of Commerce. The Office of Field Service has the 
responsibility of operating the field offices of NPA while the Office 
of the Secretary, supplies necessary printing, distribution, and admin- 
istrative services to N Ps. With the aforementioned reduction in the 
workload of these agencies and a closer integration of DPA and 
NPA activities the Foals recommended should prove sufficient to 
carry out the defense programs of this agency in a realistic manner. 

No part of the funds approved are to be used by the Office of the 
Secretary to provide other than printing and distribution services to 


NPA. Adequi ite regular funds exist to provide the necessary adminis- 
trative services for which this office is responsible. 
De fense Transport . 1\/ministration.—This agene 7 is faced with the 


task of mobilizing and coordinating the transportation, warehousing 
and port facilities of the Nation in this continuing production and 
mobilization effort. That it has made — intial progress toward 


the fulfillment of this task is pointed out by the alleviation of the 
freight-car shortage that hacia the Nation only a vear ago. Such 
progress as th's indicates that the workload of this agency should 


decline appreci: bly in the coming fiscal vear. This factor and a belief 


that the Interstate Commerce Commission can absorb a great deal of 
the DTA work within its regular appropriations leads the committee 
to believe that the recommended amount of $2,200,000 should prove 
adequate. 


Department of Agriculture.—Although the committee has specifically 
denied the a of the department to transfer section 32 funds to 
defense activities, the funds recommended in the amount of $2,000,000 


are adequate if this ageney will utilize its regular services to a larger 
degree than is presently anticipated. The amount recommended 
includes $75,000 for preparation of data on farm wages, farm supply, 
and requirements by the Bureau of Agricultural Economics. The 
results of these studies will be extremely useful to those who are assist- 
ing the farmer to meet his manpower requirements. 

Department of Labor.—In allowing $1,750,000 for the De ‘partment 
of Labor the committee has allowed the full amounts of the budget 
estimate, $584,000 and $214,000, respectively, for the Bureau of 
Apprenticeship and the Bureau of Labor Standards. It is obvious 
that the continued development of skilled manpower through the 
training program of the Bureau of Apprenticeship is essential if we 
are to provide the trained personnel necessary to effectively utilize 
the defense production facilities now being constructed. 
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In contrast to the duplication of accident-prevention work in the 
mobilization effort in World War Il such activities are now vested 
solely in the Bureau of Labor Standards. The propel administration 
of this program will result not only in monetary and manpower 
savings but in greatly increased production at little cost to the Federal 
Government. 

Small Defense Plants Administratior kunds are approved in the 
amount of $3,500,000 for the salaries and expenses of this agency 
If the efforts of the Government to assist sn all business are to be 
successful and at the same time economical a thorough study of the 
small business activities of other Federal agencies must be made hy 
the proper authorities to insure that no duplication exists and that 
the intent of the authorizing act as regards transfer of funds and 
functions to SDPA are carried out to a greater degre than has been 
true in the past. 

The estimate of $5.000.000 for a revolving fund to be used by this 
agency in the purchase of prime contracts is approved in the amount 
of $3,000,000. 


FEDERAL Civit DEFENSE ADMINISTRATION 


The amount of $37,500,000 is recommended for the Federal Civil 
Defense Administration, a reduction of $562,500,000 in the budget 
estimates. 

The funds recommended represent continued implementation of 
the concept ot evil defense envisaged Dy th comunittee and the 
Congress in making appropriations for this agency in the past two 
fiscal years This concept has asits basis the cd velopme! Ol ade 
attack warning and communication systems, and the training an 
education of the American people in matters of self protection. The 
continued development of this program together with the proper 
coordination of the civil defense programs of the various states should 
provide a realistic civil defense plan without the expenditure of large 
sums of money. 

Operations ; Funds are recommended in the amount of $8,000,000 
for this item, a reduction of $24,000,000 in the budget estimate. 


The committee’s action on the several activities are as follows 


Attack warning svstem S200. 000 
Communications 1. 2006. 000 
Supply Services R00. OOO 
Training : 1. 400. 000 
Technical guidances 1 200. 000 
Health and special weapons defens 100, 000 
Publie information 1. 600. 000 
Executive direction 1. 000. 000 


Funds requested in the amount of $3,060,000 for research were not 
allowed in the belief that the major portion of thr proposed program 
represents duplication of work being done by other feck ral avencies, 

The committee is deeply concerned with the apparent desire of 
this agency to build up a large superstructure of high-salaried per- 
manent positions. It will be expected that in apply ing the reductions 
effected the agency will bring its staffing pattern in line with reaso1 
able classification practices. 
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hederal Contributions.—The amount of $29,500,000 is recommended 
for this item to be allotted to the several activities as follows: 


Attack warning system_- $3, 000, 000 
Communications system_-_ . : ; 1, 500, 000 
Medical supplies and equipme nt. : 25, 000, 000 


Funds contained under this heading are available to the several 
states on a matching basis. The committee has denied the funds 
requested for fire-fighting, rescue and training services in belief that 
they are properly charges to be borne solely by the state and local 
governments. 

The budget estimates contain $193,000,000 for the purchase of 
medical supplies and equipment, a wholly federal charge. As of 
May 31, 1952 none of the $50,000,000 appropriated for this item in 
i952 had been expended. An expenditure of only $39,568 is esti- 
mated for the entire fiscal year 1952. This merely accentuates the 
fact that although Congress has made funds available for medical 
stockpiling few, if any, deliveries of the needed supplies and equip- 
ment have actually been made. At the same time the current value 
of medical stockpiles in other federal agencies is estimated as approxi- 
mately $400,000,000. It would appear to the committee that sufli- 
crent funds remain available to the Civil Defense Administration to 
build up its stockpiles im fiscal vear 1953. The request is accord- 
ingly denied and $25,000,000 made available to be equally matehed 
by the states and to be used to build up their own stockpiles of medical 
supplies and equipment. 

Emergency supplies —Funds requested in this item are for Federal 
purchases of supplies and equipment. In addition to the $193,000,000 
mentioned above the amount of $50,000,000 was requested for purchas- 
ing engineering and welfare supplies. ‘The need for such supplies 
ats services is purely local and is therefore properly eats to 
ithe local government. The request is accordingly de nied. 

Protective facilities —TVhe committee has again denie dL = request 
of $250,000,000 for the mitiation of a shelter program he Federal 
Civil Defense Act of 1950 makes funds for such a program available 
only on a matching basis. Testimony before the eomninitte e disclosed 
that the entire amount of funds made available by the local govern- 
ments specifically for this purpose is represented im the $28,500,000 
appropriated by the State and city of New York. It appears that the 
real need in this program is not a vast outlay of Federal funds but 
rather the continued development of shelter programs in the several 
States. Such programs are based on surveys now bemg conducted at 
non-Federal expense by local agencies to determine the availability 
of existing shelters and the possibility of strengthening them to 
conform to the needs of the area. 

Procurement fund.—The amount of $25,000,000 re queste d for this 
revolving fund has been denied. The committee has inserted langua; 
in the bill which will make the $5,000,000 appropriated to date for this 
item available in 1953 and without regard to fiscal year limitations. 
This should be adequate to meet the needs of this agency in this 


respect . 
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CHAPTER XI] 


CLAIMS, AUDITED CLAIMS 


The committee has considered estimate 


AND 


S CO] 


ment No. 517 and Senate Document 144 and ha 
as submitted by the Bureau of the Buds 


$5,621,463 for payment of final determin 
Claims Commission is recommended wit! 


individual payments to be made will be fi 


each original claim. 
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ras they did a vear ago in the Supplemental App 
152 and in most cases are substantially the same as those which were 
‘ried in that bill 
Section 1201 continues, at $1,400 each, the limitation on the amount 
lat n be spent for purchase of passenger motor vehicles. This is 
le Ss e Higul that is carried in the 1952 Ae 
Section 1202 continues language which has been carried for som«e 
oncernin?’g the emplovment of ailens. 
Section 1203 continues langcuage prey ously carried relating to living 
larters allowances 
Section 1204 continues lang age pre iIOUSLV Carr d prohibiting the 
ng of positions by anyone whose nomination has been disapproved 
) the Senat 
Section 1205 continues language previously carried limiting the 
, | yr tH } ior cop < ) } ly t¢ | ~ tf tas ( '¢ 1, \n- 
“i ( 206 col es language previou irried » the 
is ) hi ) ( ) roment corporat ] 
% L1o 207 CULL hu lancuag prey us { I ( ) I ay ne 
hy : i Imads Of corporations tor p ire} ( eons LIO! Lo *( 
nes he seat of Government 
ection 1208 continues langu previo ed 
( > hi th! ti-st! MOVISLOT 
_ yn 209 continues language lous! Carried lee rier 
ents to red ofhicers who n e CO] eting negotiations with 
Government 
m™ on 1210 continues, and makes permanen in ve previous 
| authorizing the use of appropriated funds for paymer rf 
s wher he United States is an emplo as delined b ‘O- 
isions of the Social Securit Act Amendments of 1950 
Section 1: continues language previously carried ithoriz 
the transfer of personnel and appropriations to defense a ities of 
va us departments and agencies of the Gover n n pursuance 
~ ‘7 ) rohit e thre isi y| \¢ ) vii pe 
ess of that provide of r 19 ippropl O} 
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CHAPTER XII 
GENERAL PROVISIONS 


SUBCOMMITTE! 


JOHN H. KERR, North Carolina, Chairman 


“ \ 
| ye , ne ] | Aone 
e general provisions included in this bill cover 
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oOmmittes in. order to establish 1 Wri 


of the rental problem The lanecua 


report on its operations shall b 
Coneress at which time the Comn 
consideration and make a redeterm 
should be take is 
Section 1214 contams languas 
the various departm ts and agence 
approved by July 1952. Tl 
1952. to the date of retmey 
LIMITATIONS AND LEGISLATIVE PROVISION 
The following limitations and legislat ons not. | 
carried In connection wit any 1) ry} Oo} nrinvias 
On page 11, mm connection wit! ’ teratiol 
repairs, executive Mal I 
On pages ll and 12, 1n ane mwitt 1 \ 
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age 27, in connection with Government in Occupied Areas 
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82p Congress | HOUSE OF REPRESENTATIVES  ¢ REPORT 


2d Nession \ / No. 2317 


AMENDING THE ACT OF FEBRUARY 7 905, AS AMENDED, AI 
THORIZING THE KENSINGTON & EASTERN RAILROAD CO 
CONSTRUCT A BRIDGE ACROSS THE CALUMET RIVI 


Mr. Fatuon, from the Committee on Public Works, submitted the 


follow no 


REPORT 


The (‘ommittee on Public Works, to whom was referred the } 

HH R. $190) to amend the act of Februar 7, 1905, as amencae 
thorizing the Kensington & Eastern Railroad Co. to const: 
bridge across the Calumet River, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The committee held a hearing on H. R. 6159 ar adopted certan 
amendments proposed by the Department of the Army H.R. 8190 
was introduced as a clean bill and embodi U changes recommet ( 
by the committee 

Qn May is 1951, the [linois Cent: i| Rails ic (’o. submitted. for 
the approval of the Chief of Engineers and the Secretary of the Army, 
plans for raising the existing drawbridge supporting the Kensingtor 
X Eastern Railroad Co. tracks over tl 7 
Hundred and Thirtieth Street, Chicago, Hl.. a distance of 6 feet, resup 
porting the structure, and converting the drawspan toa fixed brid 


The act of February 7, 1905 (33 Stat. 703), which authorized con 
struction of the existing bridge, specified that the structure should be 
a drawbridge In view of this restriction the De partinent rf the 
Army was without authority to act upon the application. Ad 
authorization is required for a fixed-span bridge and H. R. S190 was 


introduced for this purpose, 

Under the terms of the bill the Kensington & Eastern Ra lrond Co 
would be authorized to convert the present bridge structure into a fixed 
span bridge or a drawbridge upon approval of plans for such changes by 
the Chief of Engineers anal t hie “ecretary of t hae \rmy 








2 AMEND ACT OF FEBRUARY 7, 1905, AS AMENDED 


Witnesses testified that enactment of the legislation is urgent because 
of the great increase in barge traffic on the Calumet River in recent 
years. The number of bridge openings increased from 1,768 in 1940 
to 3,876 in 1950. In 1951 the number jumped to 4,130. Each bridge 
opening results in some delay in both the river traffic and the railroad 
traffic. 

The committee was informed that two highway bridges over the 
river in the immediate vicinity of this railroad bridge have already 
been made into fixed span bridges and form the clearance limit to the 
traffic which can now use the river. The railroad proposes to make its 
bridge 1 foot higher than the lowest of the highway bridges. 

The bill does not involve the expenditure of funds by the United 
aces. 

The Department of the Army has advised the committee it has no 
objection to the favorable consideration of H. R. 8190 


St 
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S2p Coneress ) HOUSE OF REPRESENTATIVES | ( REPORT 


. ’ > 
2d SESSION \ 


| No. 2318 


AMENDING AND EXTENDING DISTRICT OF COLUMBIA 


EMERGENCY RENT A 


JUNE 26, 1952 (‘omitted to he Cx 


Mr. Harris, from the Committee o 


1 


1 j i 
submitted the roliow 


REPORT 


The Committee on the District of Colun 
the bill (H. R. 7397) to amend and ext 
District of Columbia Emergency Rent Act 
the same, report favorably thereon with 


Lt) 


( 


mend that the bill H. R. 7397 as amended do 


The amendment is as follows: 
On line 6 strike “June 30, 1953" and inset 


1953’’. 


PURPOSE OF THE LEGISI 


The purpose of this legislation Is to cont 
District of Columbia until Mareh 31. 19: 
drafted, would have continued rent contre 


> 


I 


a 


view of the fact that if Federal rent controls 
at all it likely will not be longer than March 31 
was of the opinion that rent control in the Dist 


be the same as that throughout the rest 
reserved the right to amend the effeetiy 
to Federal rent control at the time the bi 
of the House. 


( 


d. 
I] 


1. 1 ~ 4 
)} 1QO5)] 


\\ 
Pistriue y! ( ) | Pre} 
= 
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The Commissioners of the District of Columbia and the Admuinis- 


trator of Rent Control for the District 


that rent controls in the District of Colum 
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A statement by the Rent Administrato 
is herewith made a part of this report 
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STATEMENT ON H. R. 7397 By THE ADMINISTRATOR OF RENT CONTROL FOR THE 
Districr oF CoLtumpia, May 26, 1952 


It may be of some assistance to this committee to briefly state the changes 
which were made in the District of Columbia Emergency Rent Act of 1941 by 
Public Law 63 of the Eighty-second Congress, approved June 30, 1951, which 
expires June 30, 1952. The most important change which was made in the 194] 
act authorized a 20-percent increase over the January 1, 1941, frozen rental ceiling 
It also provided that for housing accommodations which were rented for the first 
time after January 1, 1941, and rental ceilings had been determined by this office, 
that an increase of 2 percent per year to and including December 31, 1950, would 
be allowed. For example, if during the year 1946 a rental ceiling of $100 per 
month had been determined by this office as a first rental, the landlord would be 
entitled to an inerease of 2 percent per year from 1946 to 1950, both inclusive, 
10 percent or $10, making the rental $110 per month. The above inereases were 
permitted in addition to tax adjustments authorized by General Orders 12 and 13 
which were issued by this office in 1947 and 1949, respectively, and covered a 
general increase in real-estate taxes in this city. 

A prior amendment to the 1941 act provided that after March 31, 1948, new 
construction of rental housing accommodations did not come under the jurisdic- 
tion of this office—in other words, was decontrolled. The present act (1951) 
provides that all of these new housing accommodations shall come under the 
jurisdiction of this office and that for those rented during the vear 1950 or on 
January 1, 1951, the rentals shall be frozen at the rates prevailing during the vear 
1950 or on January 1, 1951. For new housing accommodations coming on the 
rental market for the first time subsequent to January 1, 1951, the rental ceiling 
shall be that determined by the Administrator based on the rentals generally 
prevailing for comparable housing accommodations on January 1, 1951. The 
provisions covering the foregoing housing accommodations are found under 


section 2, paragraphs 1, 2, 3, and 4. Paragraphs 1, 2, and 3 are similar to the 
1941 act except for the fact that the controlling date is changed from January 1, 
1941, to January 1, 1951. Paragraph 4 of section 2 is new legislation At the 


time it was being considered by the Administrator it was anticipated that. prob- 
ably twenty to twenty-five thousand structures would be involved in the percent- 
agewise increase authorized under this paragraph. In order to assist the landlord 
as much as possible and to make for uniformity of records in this office, forms were 
prepared for use by landlords in applying for the percentage increase. They were 
first distributed July 18, 1951, and as of April 30, 1952, 20,042 such forms had 
been filed. They cover approximately 95,233 units. At the close of business 
April 30, 1952, approximately 10,602 of these forms representing a total of 31,536 


units had been audited Of those aud 





ited approximately 20 percent contained 
errors, resulting in the new rent ceilings being reported higher than authorized 








under the act lost these were mathematical errors which did not result in a 
large increase in rent and have been rectified.  Insome cases errors were discovered 
due to misinterpretation of the act on the part of the landlord or the real-estate 
broker collecting the rents. While the number audited in relation to the total 
number filed is only about half, it is due to the fact that the office stat? is limited 
and that other routine work must be kept as nearly current as possible Follov 
the enactme of the District of Columbi iergenecyv Rent Act of 1951 a 
unprecedented volume of inquiries flowed into the office 

\ la ly record Was kept ol the mcoming te le phone ealls for Lie period J ily IS 
to August 30, 1951 \s a result, 15,011 calls were clocked The daily number of 
calls ranged from a minimum of 256 to a maximum of S48. It was possible to 
handle these calls onlv because every person in the office was instructed to answer 
the telephone In addition to answering telephone calls, personnel of the offie 
were also called upon to answer inquiries of persons who called at the offices D 
ing this same period approximately 6,700 persons visited the office to obtain the 
required forms or to personally consult staff members regarding the informatio 
required. The amo of time required to handle this business necessarily delaved 
routine work. It was also necessary to make a premise card (address card) for 
each one of the 20,042 forms filed This has been completed as a result of pet 
sonnel voluntarily working after hours Of the aforesaid aucited 10,602 forn 
covering 31,536 units, the annual rent income at June 30, 1951, was $20,251,107.62 
The present annual rent income is $22.958.264.24 or an increase of 82.707.156.62 
over the June 30, 1951, ceiling This inerease amounts to 13.36 pereent which 1 
the over-all picture at present 

Ii ( gle-faml dwellings 8.085 forms, eat covel oO} re audited 
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annual rent income is $5,364,705.24, an increase of $810,477.60 which percentage- 
wise is a 17.79-percent increase. From this it will be seen that most of these dwell- 
ings were still renting at the 1941 base on June 30, 1951 

In the multifamily buildings or buildings containing from two to eight family 
units, 6,341 units have been audited. As of June 30, 1951, these units had an 


i 


annual rent income of $3,411,023.18 The annual rent income is now 
$3,916,467.80, an inerease of $505,444.62 or 14.81 pereent over June 30, 1951. 
This would indicate that an increase of 5.19 pereent had been granted prior to the 


enactment of the 1951 act 
In the multifamilv buildings containing nine or more units which covers the 





larger apartment buildings and garden-type developments, the annual rent in- 
come at June 30, 1951, was 8$12,285,856.S80. The annual rent income is now 
$13,677,091.20, an increase of $1,391,234.40 or 11.32 pereent over June 30, 1951. 
This indicates that these units had already received an inere: f approximately 
8.68 percent. For all multifamily buildings 2,517 forms, covering 23,451 units, 
have been audited It mav be noted that the single-family dwellings ow the 
largest inerease which reveals that onlv a small number of this type of | sing 


accommodations had applied for an inerease prior to June 30, 1951. 
With respect to the percentage inerease set forth in relation to all types of 


housing accommodations other than single-family dwellings attention should be 
directed to the fact that these forms cover the smallest apartment building 





il = il 
the city as well as the largest Under section 4 of the Distriet of Columbia 
Emergeney Rent Act of 1941 (and the same is true of the act of 1951) landlords 


) 


were permitted to increase their rent on a proper showing of an increase in mainte- 


nance and operating expenses. Some of these housing accommodations received 
substantial increases on proper showing of an increase in maintenance and operat- 


ing expenses, others, particularly smaller housing accommodations where operating 
expenses are not as great, received smaller increas 
age increase for the tvpe of housing accommodations other than single-family 





s Thus, the average percent- 


dwellings is not truly representative at this time and it is the opinion of the 


Administrator that it will be difficult for him to state with any degree of certainty 


the true pereentage increase for these several types of housing accommodations 
until a far greater number of forms covering them have been audited. Auditing 
these forms is a slow and tedious task when there is taken into consideration the 
fact that any and all rental adjustments which have been made to these housing 
units over a period of 10 vears must be cheeked Files are not as aecessible as 
they would be in a more modern building On oce: has b ecessary 





to bundle old eases and place them in closets due to | 
Also under section 2 of the 1951 act all housing accommodations whict 

rented during the vear 1950 or on January 1, 1951, but which were not un 

trol prior to that date were frozen at the rent and service to which the 








and tenant were entitled on January 1, 1951. And for housing accon 

not rented on January 1, 1951, or during the vear ending hat date, the rent 
ceilings are to be determined by the Administrator on a January 1, 1951, rental 
base rather than January 1, 1941. Due to the heavy volume of work brought 


into this office after Julv 1, 1951, forms on which these new rentals are to be 1 
ported to this office were not ready for distribution until the latter part of October. 








It is believed that when all of the required forms have been filed in this office thes 
will cover approximately 10,000 units Most of these units are housing accommo- 
dations which have been coming on the rental market during the past several 
vears. Several of the new larger apartment buildings have only been placed on 
the rental market within the past few months All of these new buildings with 
the exception of one which is not vet completed are approximately 100 percent 
rented and in some cases there is a reported waiting list. 

The office has processed 854 cases where rent ceilings were requested for he y 
accommodations placed on the rental market for the first time subsequetr Oo 
January 1, 1951 Phe requested annual rentals amounted to $1,4538,615.32 Phe 
total amount granted was $1,194,944.SS or a disallowance of $258,670.44 hese 
c cover all types of housing accommodations from single-far 0 
new apartment projects. In order to prey ir! lispo- 
sition of these first rent application s, the ssigned tl ore - 
jority of them to the general counsel for consideration and recommendation to 
him. Numerous conferences were had by the general counsel and the Adminis 
trator with the interested parties and in many of the cases a phy al ectio 
was made of the housing accommodations 

Under section 4 of the act covering requests for increase n rent due to inereas 


in maintenance and operating costs, 3.909 cases were dispo tof bety J 
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1951, and April 30, 1952 These formal petitions requested an annual rer 
‘rease of $851,383.31 The total amount granted was $646,221.67 or a disallow- 
ce of $205,161.64 per annum. Of this amount, $148,984.88 represents a dis- 
i wance ll ligle-[anills dwellings, smi ll apartmer | Lildi = ids eapart 
went uni The balance of 856,176.76 represents a \ ce he la el 
tvpe apar ‘ ! 
From July 1, 1951, to April 30, 1952, 289 subpena re served oO he Adminis 
itor t uopear in the Federai and muni ul Irts \ ‘ I it 
( ‘ imiliar w ie Re \ ‘ t to repre he 
lini I I em ers have bee lled ‘ nt oe y 36 
ti 1 participated in 17 cas ! I l pal cour i il Ol 
ppl of the R Act bv t ®) \dmi L101 
! | inicipal rt ¢ ty : re file ! ew 
e ti I ( Ad iil int ( ( oO ly ) y 
) re We! Wo CAS 0 i | enc i i 
Ad stratol Is Phe a is 
‘ ‘ Ol eA ! ed ‘ I 
. ‘ j stration of istrict of ( K ine | t A 
- tie C} natio f x | lings ¢ I ) d 
i qiit is awa ! iT l rm biol ( ehed 
i I i 
t Pu he LL1IONS Liv a } ( ( ( na 
e ey were ‘ itt } } ’ ) ( ( . ale ) 
i hes eT \~ ‘ ! ererre oO ( ii 
20 reer ere ithor ad el | | | e Re ns 
Division issued 75 subpenas where persons reque d to call at this offices relat 
int ( ~ ~ } ‘ SCs t Lilt 1 ] ol 
i 1c Ake l LN isi ynere it Was sii nt ( ess Of the lawful 
rent ‘ <s were | y lee a Adjust me yer é vhiel 
resu in a tota nual red 1On OF S8,157.00 te e tenant 
i foregoing is a bri Dut t Adm strator yer sn mitor itive report 
e opera | office and t radmin i ‘ he ti ( C nbia 
| rgerm ii¢ Act of 1951 enacte e 30, 19 Phe Administi rs atte 
‘ is been directed >a comparative statem t the La r Depar 
went and inser ai the Was! gton Star of Ma 22 ge that re =] 
Washingt il higher nin 53 other ree iti istra r cle not 
test these figures but it is a matter of general knoy persons who have 
iin Washington for anv length of time that it has always been rated as one 
of the most expensive cities in the United Siates in which to live his in itself 
is a factor to be considered in connection with the extension of local rent contrel 
e higt i he opinion of e Adn ito! 
trolied in this city \ report issued by the 
, in relation to rents in the District of Columbia 
nilies in a number of large cities in the | tded 
*a 1935-39 comparison) the city of Washington 
Che percent for this city was stated as 
ile it is true that rents are generally higher here 
‘tual rate of increase is not as great as has oc 








curred elsewhere Although many additional housing accommodations have 
been placed on the rental market in the District of Columbia during the past 
several vears they have been occupied almost as fast as completed. The demand 


for luxury-type housing accommodations has diminished but that for housing 


accommodations in the range of $65 to $8S5, excluding eticieney units, is still heavy 


It is the belief of the Administrator that conditions are still such as to justify the 


extension of rent control for another year. 
CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XLII of the Rules of the 
House of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which ne change is proposed is shown in roman): 
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TAXATION OF LIFE-INSURANCE COMPANIES FOR 
TAXABLE YEARS BEGINNING IN 1952 


JUN} 2) 1952 (om itted to th Co Litte f thy \W yl HI 


Mr Dot GHTON, from the Committee on Ways and Mean submitted 


the following 


REPORT 


to nce pa 1 | TNi 

The Committ eC Ob Wavs and \feans »>whom was referi ai ti 1) 
Hi R. 7876 relating to the taxatio Of hife-surance compa 
havine considered the same, report favorn thereon With 
ment and recommend that the bill 

In th Revenue Act of 1950 the i bUlia lO 
het wcome ¢ f Hie insural Ce COMPA Pre dvic 
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mu | | 1 1] hie taxable \ 

In the Revenue Act of 1951 a son | I ol ' 
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vo 





view of this situation it is the opinion of your committee that the 
method adopted in 1951 should be continued one additional year. 
Your committee’s bill, therefore, merely applies the 1951 method of 


- 


taxation to 1952 income. 


CHANGES IN Existina Law 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (new matter is printed in italies, 
existing law in which no change is proposed is shown in roman 


INTERNAL REVENUE Cop} 


SEC 201. LIFE INSURANCE COMPANIES. 


a) Imposition oF Tax 


(1) IN GeNeRAL.—There shall be levied, collected, and paid for each 
taxable vear upon the adjusted normal-tax net income (as defined in section 
202) and upon the adju sted corporation surtax net income (as an fined in 
section 2035) of every life insurance company taxes computed as provided in 
section 13 (b) and in section 15 (b). In lieu of the taxes imposed bv the 


preceding sentence, there shall be levied, collected, and paid for taxable years 
beginning in 1951 and 1952 upon the 1951 and 1952 adjusted nort 
income (as defined in section 203A) of everv life ins 


equal to the sum of the following: 


nai-tax net 


Irance Company a tax 


37 , per centum of the amount thereof not in excess of $200,000, plus 
6 per centum of the amount thereof in excess of $200,000 
SEC. 203A. 1951 AND 1952 ADJUSTED NORMAL-TAX NET INCOME, 
(a) 1951 and 1952. ApsusrED NormMat-Tax Nev [Ncome.—For the purposes 


of section 201, the term “1951 and 1952 adjusted normal-tax net income’? means 
the normal-tax net income plus eight times the amount of the adjustment for 
certain reserves provided in section 202 (c) and minus the reserve interest credit, 
if any, provided in subsection (b) of this section. 

(b) RESERVE INrEREsT CrREpDiT.—For the purposes of subsection 
reserve interest credit shall be an amount determined as follows: 

(1) Divide the amount of the adjusted net income (as defined in subs 
tion (c) by the amount of the required interest (as defined in subsection (d 

(2) If the quotient obtained in paragraph (1) is 1.05 or more, the reserve 
interest credit shall be zero. 

(3) If the quotient obtained in paragraph (1) is 1.00 or less, the reserve 
interest credit shall be an amount equal to 50 per centum of the normal-tax 
net income. 

(4) If the quotient obtained in paragraph (1) is more than 1.00 but _ 
than 1.05, the reserve interest credit shall be the amount obtained | 
multiplying the normal-tax net income by 10 times the difference ee 
the figures 1.05 and such quotient. 

(ce) ApJustED Nev INcomre.—For the purposes of subsection (b) (1), the term 
“adjusted net income” means the net income computed without any deduction 
for tax-free interest minus 50 per centum of the amount of the 
certain reserves provided in section 202 (c). 

(d) Requrrep INTEREST.—-For the purposes of subsection (b) (1), the term 
“required interest’? means the total of 

(1) The sum of the amounts obtained by multiplying (A) each rate of 
interest assumed in computing the taxpaye T's life insurance reserves by (B 

the means of the amounts of the taxpayer’s aajusted reserves computed at 
that rate at the beginning and end of the taxable vear, 

2) 2 per centum of the reserve for deferred dividends, and 

3) Interest paid. 

* * * * x 
SEC. 433. EXCESS PROFITS NET INCOME. 

(a) TaxaBLE YEARS EnpinG AFTER JuNE 30, 1950.-—The excess profits net 

income for any taxable year ending after June 30, 1950, shall be the norn 
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AMENDING THE BANKRUPTCY ACT, APPROVED JULY 1, 1898, AND 
ACTS AMENDATORY THEREOF AND SUPPLEMENTARY THERETO 
AND TO REPEAL SUBDIVISION B OF SECTION 64, SUBDIVISION 
H OF SECTION 70, AND SECTIONS 118, 354 AND 643 THEREOF AND 
ALL ACTS AND PARTS OF ACTS INCONSISTENT THEREWITH 


Mr. Feicuan, from the Committee on the Judiciary, 


submitted the follow ne 


REPORT 


{’ é , 
(To accompany S. 2234 


The Committee on the Judicias V, to whom Was re ferre d hye bill S. 
2234) to amend the Bankruptes \ct, approved July 1, 1898, and acts 
amendatory thereof and supplementary thereto; and to repeal sub- 
division b of seetion 64, sabi ision h of section 70, and seetions 118, 
354, and 643 thereof f and all ac end parts of acts inconsistent there- 
with, having considered 
amendment and recommend that the bill do pass 

When the Chandler Act of June 22, 1938, was ane its first 
decade, a careful survey, in the light of its 10-year history, was made 
of its structure and operations by the National a kruptey Confer- 
ence, to the end that inaccuracies, ambiguities, and minor imperfec- 
tions might be corrected and needed or desirable further improvements 
might be made in the bankruptey law and its administration. H. R. 
5693, ot re in the Eightieth Congress, was the result of such a 
survey. The bill received the approval of ~ Committee on the 
Judiciary (Rept. No. 2083) and was passed by the House of Repre- 
sentatives, but an early adjournment prevente aa ts consideration by 
the Senate. 

A similar bill (H. R. 3111), which contained a number of perfecting 

Pr was introduced in the Eighty-first Congress. It was again 
approved by the Committee on the Judiciary (Rept. No. 424) and 
passed by the House of Representatives. In the Senate, further 
perfecting changes were submitted to the Senate ae to 
which the bill had been referred, and a stand-by clean bill, Confidential 
Subcommittee Print No. 1, was made up (August 25, 1949). At 
hearings held by the Senate subcommittee, objections were filed to 


the same, repo! avorably thereon without 
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several of the proposed amendments and further suggestions were 
submitted for perfecting and improving the bankruptcy law and its 
administration. During the course of the hearings all of the objec- 
tions, except as will be hereinbelow noted, were composed and a 
number of the suggestions submitted were agreed upon. However, 
the Senate Subcommittee was unable to make its report to the full 
Judiciary Committee in sufficient time to permit its consideration by 
the Senate. 

Early in the present session, H. R. 1744 was introduced. That bill 
incorporated the perfecting changes made in the confidential Sub- 
committee Print No. 1 of H. R. 3111, Eighty-first Congress. Since 
its introduction, however, further consideration has been given to the 
bill by those interested in bankruptey and bankruptcy administra- 
tion, particularly at a meeting of the National Bankruptcy Conference. 
Rather than note the several amendments to H. R. 1744, it seemed 
to the committee preferable to introduce a “clean”? bill, which is 
H. R. 5064. 

S. 2234 was introduced in the Senate as a bill corresponding to 
H. R. 5064. Before its passage by the Senate several typographical 
and printer’s errors were corrected, but except for the correction of 
these errors 5. 2234 is identical with H. R. 5064. 

S. 2234 in addition to adding the recent perfecting changes, 
incorporates the composed and other perfecting changes made in 
H. R.3111. Because of objections, making the proposed amendments 
controversial, the amendments dealing with admiralty jurisdiction 
(sec. 2a) and the amendments dealing with the jurisdiction to deter- 
mine the amount and legality of tax claims (sec. 2a (2%)) are omitted 
from 8S. 2234. In composing the objections of the Securities and 
Exchange Commission, the proposed amendments of sections 221, 
222, and the new 239 are omitted and there is submitted a new section 
229. The proposed new section 57j (2) has been omitted because it is 
regarded as no more than declaratory of the decisional law as an- 
nounced by the Supreme Court in City of New York v. Saper, 336 
U. S. 328. 

The National Bankruptcy Conference is a national group organized 
in 1932, and composed of representatives of national organizations, 
namely, National Association of Referees in Bankruptcy, American 
Bar Association, Commercial Law League of America, National 
Association of Credit Men, the American Bankers Association, and 
the American Institute of Accountants. It includes, also, otherwise 
unaffiliated lawyers, law professors, and law text writers, recognized 
experts in the field of bankruptcy law and procedure. The conference 
during its entire existence has been active in exploring, developing, 
and supporting improvements to achieve a better and more effic ient 
operation and administration of the bankruptcy law. Among other 
things, it was active in connection with the Chandler Act, the revision 
by the Supreme Court in 1939 of the General Orders and Official 
Forms in Bankruptcy, in the 1946 Referees’ Act putting the referees 
on a salary basis, and in numerous other proposals which have been 
made from time to time for bankruptcy amendments. 

The present bill represents the unanimous views of the conference 
on what might be called clarifying and perfecting changes deemed 
necessary. They have been carefully and painstakingly drafted and 
perfected, explored and tested against underlying police: y and objectives, 
and all applicable law has been fully researched. The complete and 
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careful study of the conference, and the progressive perfecting changes 
and revisions have _— made available to and closely reviewed 
Subcommittee No. 4 (Bankruptcy and Reorganization). 

The bills in prior Congresses, H. R. 5693 and H. R. 3111, had also 
been studied by the Administrative Office of the United States Courts. 
The views of the Judicial Conference on those sections of the bill 
where the Conference has taken action are referred to at the appro- 
priate places in this report. So far as is known, the amendments 
contained in this bill are uncontroversial in character, excepting in the 
two respects hereinafter indicated, although there are slight differ- 
ences as to the extent of the change necessary in section 64a (1) 
referred to in 26 below. 

1. Section 1 (a) of the bill is a new definition of ‘‘appellate courts” in 
section 1 (3) of the act. In the revision of title 28 of the United States 
Code (Public Law 773, 80th Cong., approved June 25, 1948), the name 
“court of appeals” was substituted for the former “circuit court of 
appeals” by section 43. The new name also applies to the Court of 
Appeals for the District of Columbia, making specific references to 
that court no longer necessary. The present amendment conforms 
to these changes. 

Sections 9 (a), 9 (b), and 10 make the same conforming change in 
sections 24a, 24c, and 25a of the act. 

2. Section 1 (b) of the bill is a new definition of ‘‘cireuit”’ in section 
1 (5a) of the act. This change makes the definition consistent with 
the new terminology of chapter 1, title 28, of the revised United States 
Code. 

3. Section 1 (c) of the bill is a new definition of ‘“‘conference’’ in 
section 1 (7a) of the act. This change makes the definition conform 
to the terminology of section 331 of the revised title 28. 

4. Section 1 (d) of the bill is a new definition of ‘‘council”’ in section 

(8a) of the act. This change makes the definition conform to the 
terminology of section 332 of the revised title 28. 

5. Section 1 (e) of the bill is a new definition of ‘‘courts of bank- 
ruptcy” in section 1 (10) of the act. This change makes the definition 
conform to the new terminology of section 132 of the revised title 28. 
Under the new terminology, specific reference to the District of 
Columbia is no longer necessary, and it has, therefore, been deleted. 

6. Section 1 (f) of the bill is a new definition of ‘‘director’”’ in section 
1 (14a) of the act. This change makes the definition conform to the 
new terminology of section 601 of the revised title 28. 

7. Section 1 (g) of the bill is a new definition of ‘‘petition”’ in section 
1 (24) of the act. The present definition is not comprehensive, and 
isawkward. It now meansa voluntary or involuntary petition initiat- 
ing an ordinary bankruptcy proceeding and does not include the 
“original” petition under the debtor relief chapters. It should mean 
whichever petition first invoked the benefits of the act, either the 
ordinary bankruptcy petition or the original petition under a debtor 
relief chapter. The definition contained in the bill also avoids the 
cumbersome reference in several sections of the act, to ‘the petition 
in bankruptcy or the original petition under” the recited debtor relief 
chapter. Thus, where as in section 67, the time period is to be com- 
puted with reference to the date of the filing of the petition, it is the 
first petition which invokes the benefits of the act, namely, the ordi- 
nary bankruptcy petition or the “original” debtor relief petition, as 
the case may be. 
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Sections 18, 21 (a)—(h), and 23 (a) of the bill make the conforming 
changes in sections 63c, 67a (1) and (2), 67b, 67c, 67d (2) (3) (4) 
and (5), and 70a, of the act. 

This change has been anticipated in the amended section 60a of 
the act (Public Law 461, 8lst Cong., approved March 18, 1950). 

8. Section 1 (h) of the bill adds a sentence to the definition of 
“transfer” in section 1 (30) of the act to clarify it. Notwithstanding 
the apps arently sweeping language of the present definition of transfer, 
there is a chance that it would be held insufficient to cover the se- 
curity interest reserved in the grantor by conditional sale, lease, or 
bailment transaction with the debtor, because such interests are not 
the results of transfers made by the debtor, although they usually 
perform the same function as a transfer made by him for the purpose 
of security. Bailey v. Baker Ice Machine Co., 239 U.S. 268 (1915), 
held that a conditional sale to the debtor could not be a preferential 
transfer, because it was not made by the debtor. Since the amend- 
ment of section 60, it is clear that a preferential transfer may be 
suffered by the debtor, but the generality of the present definition is 
clarified by the declaration that such a reserved interest may be a 
transfer suffered by the debtor. 

9. Section 2 (b) of the bill amends section 2a (7) of the act by adding 
a provision correcting a defect which has developed in section 23a of 
the act. It has seemed wiser, however, to amend section 2a (7) rather 
than section 23a, in order to ms ake the change applicable to the entire 
act including the debtor relief chs napte rs. 

The bankruptcy court, where a controversy involves property not 
in its actual or constructive possession, and adversely held, neverthe- 
less has summary jurisdiction if the respondent consents thereto; and 
it has generally been held that a respondent consented when he did not 
object to such jurisdiction, either by preliminary motion or in his 
answer, and proceeded on the merits. MJoonblatt v. Kosmin, 55 Am. 
B. R. (N. S.) 267, 139 F. 2d 412 (C. C. A. 3d 1943). However, in 
1944, in Cline v. Kaplan, 323 U.S. 97, the Supreme Court overruled 
this line of cases and held, in effect, that a respondent is not to be 
deemed to have consented, if he made formal objection to the sum- 
mary jurisdiction at any time before entry of the final order in the 
proceeding, even though the controversy had been proceeded with 
on its merits without his objecting to jurisdiction. This holding has 
unsettled sound procedure and an expeditious administration in bank- 
ruptcy. A respondent may now proceed on the merits and gamble on 
a favorable decision. When he perceives or fears that the decision 
will be against him on the merits, he may interpose his formal objection 
to jurisdic tion at any time before the entry of the order, and, should 
his objection be sustained, the summary proceeding must be dismissed. 
In such event, the trustee is required to relitigate the issues in a plenary 
action 

The proposed amendment is intended to overcome this unsatisfac- 
tory situation and is keyed to rule 12 (h) of the Federal Rules of Civil 
Procedure, which requires the timely interposition of an objection to 
jurisdiction and, if not so made, the defense is deemed waived. 

10. Section 2 (ce) of the bill adds a reference to section 77 to the 
exce ption to the proviso in section 2a (21) of the act. The bankruptey 
court is given power by that subsection to require nonbankruptcy 
receivers or trustees, assignees for the benefit of creditors, and the like, 
who become such less than 4 months prior to bankruptcy, to be 
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superseded by the receivers or trustees under the act. The present 
act excepts proceedings under chapters X and XII from the 4-month 
qualification. The same exception is necessary and desirable 


in 
connection with proceedings under section 77. 


In a proceeding under 
that section, it is essential that receivers and trustees, whether or not 
appointed within 4 months prior to the initiation of the section 77 
proceeding, should be superseded by the trustee in the reorganization 
proceeding. Omission of reference to section 
inadvertent. 

11. sevsiger 3 (a) of the bill makes changes in the first, second, and 
third acts of bankruptey a8 contained in section 3a of the aet. The 
first act * bankruptey deals both with a concealment or removal of 
property, by the debtor or with his permission, and with a transfer 
by him of property to a third person, in each case with intent to 
hinder, delay, or defraud creditors. Sections 67d and 70e deal with 
the avoidance of fraudulent transfers to third persons, but thereunder 
the “intent to hinder, delay, or defraud creditors’ is not always 
coextensive with the like requirement for the purposes of the act of 
bankruptey. Thus, a transfer fraudulent and voidable under section 
67d or 70e may not constitute an act of bankruptcy under section 
3a (1). 

The proposed amendment is fashioned to effect a correlation between 
section 3a (1) and sections 67 and 70, so that, where a transfer is 
fraudulent and voidable under the latter, it will constitute an act of 
bankruptey under the former. 

The second act of bankruptcy has also been correlated to other 
provisions of the act. ‘Intent’? is not an element of a preferential 
transfer as defined in section 60a. Nor should it be a requirement for 
the purposes of the act of bankruptey under section 3a (2). While 
the cases have used the objective standard in finding intent, it being 
presumed where the other elements of a preference exist, nevertheless, 
the requirement is confusing and troublesome and should be deleted. 
See 1 Collier on Bankruptey, 14th ed., 432, 436. 

The third act of bankruptey deals with an unvacated or undischarged 
lien obtained “through legal proceedings.”’ A distraint under a land- 
lord’s warrant is not a “legal proceeding.” 1 Collier, op. cit. 451. 
Since it is the unvacated or undischarged lien which should, in such 
circumstances, give rise to the act of bankruptey, a distraint should 
be included. 

12. Section 3 (b) of the bill makes clarifying changes mm section 3b 
of the act. The first change is with respect to the 4-month period as 
it applies to the third act of bankruptey. Under section 8a (3), an 
insolvent debtor commits an act of bankruptey if he suffers or permits 
a creditor to obtain a lien through legal proceedings upon any of his 
property and does not vacate or discharge it within 30 davs thereafter 
or at least 5 days before the date set for the sale or other disposition of 
such property, and, under section 3b, a petition may be file d against a 
person within 4 months after he has committed an act of bankruptey. 
As the above provisions read, the third act of bankr uptey arises —1. € 
is committed—upon the expiration of 30 days after the unvacated or 
undischarged lien was obtained, when the 4-month period starts to 
run under section 3b. The effect of such a construction is to extend 
the period for filing the petition to 5 months after the lien is obtained. 
Equally, under the 5-day clause, the date fixed for a sale or other 
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disposition of the affected property might extend beyond the 4-month 
period after the lien was obtained. 1 Collier, op. cit. 458. 

However, section 67a (1) voids a lien by judicis al proceedings against 
property of an insolvent debtor obtained within 4 months before his 
bankruptcy. Thus, for the purposes of avoidance, the 4-month 
period starts from the date the lien was obtained. 

Clearly the foregoing provisions are not coordinated in their timing. 
As indicated, a petition my be filed upon the third act of bankruptcy 
more than 4 months after the judicial lien was obtained, and thus 
after it could be voided under section 67a (1). The majority of the 
courts have conformed the effective scope of sections 3a (3) and 3b 
to the objective of section 67a (1) by holding, despite the clear language 
of section 3b, that the 4-month period starts after the date the lien 
was obtained, and not after the date the act of bankruptcy was 
committed. 1 Collier, op. cit. 458. 

[t is desirable to resolve the confusion in the cases by starting the 
{-month period, for the purposes of the third act of bankruptey, from 
the date the lien was obtained. This is accomplished by the first 
amendment to section 3b. 

The other amendments to section 3b are: (1) substituting “‘where 
such intent is an element of such act’? for ‘‘where required to be 
proved,” a mere clarifying change; (2) conformance of the element of 
time of the second act of bankruptcy to that of the recently amended 
section 60a; and (3) conformance of the element of intent to the 
proposed changes in section 3a (1) and (2). 

13. Section 4 of the bill amends section 7a (8) of the act by permit- 
ting the list of creditors to contain either their residences or their 
places of business, instead of only the residences, as now required. 
Normally, it is the place of business of the creditor, rather than his 
residence, that should be stated. In actual practice, the places of 
business are usually inserted in the schedules, even though the official 
schedules refer to residence, because only that information is available 
to the bankrupt from the statements and invoices, The desirability, 
if not the necessity for the change, is indicated by the recent decision 
in In Re Realmuto, New York City Court, special term, part 1, 
New York County, 117 N. Y. L. J. 1618 (April 25, 1947), which held 
that a notice mailed to the place of business was not compliance 
with the requirements. 

14. Section 5 of the bill, in addition to a change referred to in 15, 
infra, correlates the intent of section lla of the act with that of 
section 14e (5). Under the latter section, the granting of a discharge 
or its equivalent (the confirmation of an arrangement or wage earner’s 
plan by way of composition) within the 6-year period constitutes a 

ground of objection to a discharge in a subsequent bankruptey pro- 
ceeding. Neither the waiver nor denial of a discharge in the prior 
bankruptcy proceeding is ground for such objection. In the parallel 
section lla, however, which provides for a stay of suits and by proviso 
requires a stay to be vacated where, within the 6-year period, the 
debtor has been granted a discharge, or had an arrangement or wage 
earner’s plan by way of composition confirmed, the proviso also 
requires vacation of the stay if the debtor has been adjudicated a 
bankrupt. Since the granting of a discharge or its equivalent, and 
not the waiver or denial of a discharge, is the bar to a discharge in 
the subsequent bankruptcy proceeding, the fact that the debtor “has 
been adjudicated a bankrupt” within the prior 6-year period is 
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immaterial and should not affect the bankrupt’s right to a stay of 
suits with respect to the new debts dealt with in the subsequent pro- 
ceeding. The proviso, therefore, has been corrected by deleting ‘‘or 
has been adjudicated a bankrupt or.”’ 

15. Section 6 (a) of the bill amends section 14e (5) of the act to make 
the 6-vear period within which objection can be made to a discharge 
in a subsequent bankruptcy proceeding run from the date of the com- 
mencement of the prior proceeding rather than from the date of 


discharge or its equivalent It seems more re asonab] } that th } date 
from which the 6 vears shall run should be the date when the prior 
_ ! 


proceedings began, because the rights of the former creditors then 
became fixed, the former discharge affected the dk DiS whi h then 
existed, and the time for beginning a second proceeding in which a 
new disc harge can be had should not be deferred by any delay o 


court in granting the discharge in the former proceeding. Section 5 
of the bill makes the hecessary confornung change in section la of 
the act. 

16. Section 6 (b) of the bill makes a clarifying cha in lon 
l4e of the act. The present language, ‘“‘the hearing upon his applica- 


upon the objec- 


tion for a discharge,’ actually refers to the 
tion to his application for a dischat 
avoid confusion 


| 
cve.”’ The bill so states, in order to 
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18. Section 11 of the billadds two subdivis ; he present section 
on. That section fa} als with thre tt ier oO } \ 
written, it COVers only thre case of two petitliol LvevAMNsil lilé 
person or partnership. The first subdivision proposed to be added 
Incorporates the substance of thr SOTLCTS | sti te mi verue o: aistriet 
courts stated in Title 28, section 1406, United Sta Code, modified 
only to accommodate it to the Bankruptey Aet Under this first 
subdivision, the judge may upon timely and sufficient objection trans- 
ier a case brought in the w rong court ot bank Iptec This first sub- 
division also incorporates the amendment to section 1406 > which 
changed “shall” to “TRAY, in the mterest of ju tiee.’’ Ordin rly, ho 
doubt the venue rules in bankruptey will serve the interest of justi 
but in the event that mr thre special ease thev do not. the 7 idg will 


have discretion to retain the proces ding. 

The second subdivision proposed to be added makes available to 
the bankruptcy judge a power to transfer a case, in the interest of the 
parties, similar to that now accorded the judge In a nonbanl ruptey 
proceeding by section 1404 (a) of title 28. This power could already 
be exercised by a judge in a chapter X proceeding, because of the 
authority granted by section 118. A clause is also added to section 
2a (1) of the act by section 2 (a) of the bill to authorize the court 
to exercise jurisdic tion In a case so transferred to it 
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When the power is made generally available in all bankruptcy pro- 
ceedings, the special provision in section 118 is no longer necessary, 
and it is therefore repealed by section 24 of the bill. 

19. Section 12 of the bill clarifies section 39a (9) of the act, relating 
to duties by the referee. The duties prescribed in this clause were 
added by the Chandler Act to supplement and parallel the enlarged 
jurisdiction of referees over adjudications, discharges and debtor relief 
proceedings and thereby make certain that the dockets of the clerks 
would reflect an adequate recital of the important steps as they occur 
in the proceedings before the referee. However, the provision of the 
present clause requiring the filing of “reports of the completion there- 
of,’’ presumably intended to refer to arrangements and wage-earner 
plans, is not clear in its statement of reference. Nor is it necessary for 
the purposes of the clerk’s docket; upon the completion of a proceed- 
ing, the referee normally makes up a report, which becomes a part of 
the record of the proceeding, and a separate report to be transmitted 
to the clerk is surplusage. Perhaps for that reason this requirement 
has not been generally observed; and, for the further reasons above 
indicated, it is desirable to delete it. The other changes are simply to 
clear the clause of some of its confusing language. For example, there 
is no differentiation intended between ‘‘all orders made by them” and 
“all orders made and entered by them,” nor between ‘‘arrangements 
or plans” and “arrangements or wage-earner plans.”’ The changes 
made by the bill clarify the provision. 

20. Section 14 (a) of the bill is intended to clarify section 57] of the 
act. The change is to make clear that the limitation on interest “up 
to the date of bankruptcy” relates only to interest on the ‘pecuniary 
loss.” 

21. Section 14 (b) of the bill removes a useless and confusing excep- 
tion from section 57n of the act. By section 57n the general 6-month 
period within which claims must be filed is extended 6 months in the 
ease of infants and insane persons without guardians, without notice 
of the bankruptey proceedings, but the present act excepts proceedings 
under chapters X, XI, XII, and XIII. The exception is deleted by 
the bill because it is useless and may be confusing. Section 57n 1s 
generally inapplicable in proceedings under the chapters enumerated, 
and where it is applicable there is as much reason for the provision 
for infants and insane persons as there is in ordinary bankruptcy. 

22. Section 15 of the bill corrects an inadvertent omission In section 
58a (8) of the act. That section is applicable, by reason of section 302, 
to proceedings under chapter XI. Section 337 (2) of chapter XI 
provides for the deposit of moneys necessary to pay the administration 
costs and expenses incurred by a committee of creditors, and its agents 
or attorneys, in such amount as the court may allow; but clause (8) of 
section 58a makes no reference to “committees.” Therefore, such 
reference has been included therein. 

23. Section 16 of the bill makes a slight typographical change in 
section 59b of the act. The use in this section of the word ‘‘fixed”’ 
before ‘‘as to liability’? has developed some confusion, particularly 
when read with section 63a (1), which also speaks of a ‘fixed liability.” 
It is not intended by “fixed as to liability” in section 59b to restrict 
it to the claims provable under section 63a (1). Therefore, to avoid 
this confusion and for the sake of clarity, the amendment changes 
“fixed” to “not contingent.’”? The same change, for the same reason, 
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is made in sections 224 (4), 367 (3), and 473 (3) by sections 25, 36 
and 44 of the bill. 

24. Section 16a of the bill corrects two outmoded cross-ref¢ 
in section 61 of the act. The first reference, to the Revenue Act of 
1926 authorizing the judges to accept the deposit of certain securities 
in lieu of sureties, should now be solely to the United States Code. 
The second reference, to section 12B of the Federal Reserve Aet, 
requires reference also to the code, since section 12B ol the I der: 
Reserve Act was withdrawn from the Federal Reserve Act and mad 
a separate act by section 1 of the act of September 21, 1950. 
25. Section 17 of the bill corrects an erroneous cross-r 
section 62d of the act. Subdivision ¢ of section 62 


renecees 


ference in 
is the subdivision 
which prohibits “splitting” compensation, and the cross-reference in 
subdivision d is corrected ac ording ‘ly 
26. Section 19 of the bill makes three ch: anges in section 64a (1) of 
the act. (A) As the act now reads, reimbursement of filing fees out of 
the estate is restricted to the filing fees paid by creditors in involuntary 
cases. Thus, it has been held that in voluntary cases the filing fees 
advanced for the bankrupt are not reimbursable out of the estate but 
merely become his personal obligations provable against the estate 
In re Gol le nberg, 2 ae Am. b. R. 404 (D. c. Pa. r In re Rose neste in, 22 
Am. B. R. (N.5.) 606 (D.C. Pa.); In re Layman Whitney Assoc., Ine., 
28 Am. B. R. (N. S.) 481 (D. C. N. Y.). The bill remedies this 
inequitable differentiation by permitting filing fees advanced by others 
for the bankrupt to be reimbursed out of the estate. Obviously, 
where the filing fee is paid by the bankrupt out of his own assets, there 
need be no reimbursement. (B) The act, as it now is written, leaves 
in doubt the compensability of services by an attorney in connection 
with investigating and reporting crimes of a bankrupt. Section 21a 
provides for a comprehensive examination into the “acts, conduct, 
or property” of a bankrupt and section 3057 of title 18, United States 
Code, requires a referee, receiver, or trustee to report to the Federal 
district attorney the facts and circumstances discovered, the names of 
witnesses, and the offenses under the act believed to have been com- 
mitted. Normally, the receiver or trustee condue ts the examination 
by his officially approved attorney, who would also prepare the report. 
Except as may otherwise be expressly provided in the act, the test of 
compensability of services is usually “benefit’’ to the estate. While 
there are no reported cases on the question whether such services are 
compensable out of the estate, and while section 3057 may be authority 
enough, doubt exists as to whether they are so compensable and, more 
particularly, to what extent. Congress by section 3057 of title 18, 
which was derived from the former section 29e (1) of the act, enacted 
in 1926 and later revised and clarified in the Chandler Act, has indi- 
cated a policy with regard to ferreting out and reporting offenses 
aaa aie under the act. It would seem equally desirable to extend 
such policy to offenses punishable under other laws, Federal or State, 
such, for example, as using the mails to defraud, the fraudulent 
disposition of property made a crime under local law, and the like. 
The bill removes the doubt above indicated and broadens the base of 
the compensable services. (C) The final proviso added to this 
clause changes the rule that, where bankruptcy follows a debtor-relief 
proceeding and the fund for distribution is not sufficient to pay the 
administration costs and expenses of both proceedings, the costs and 
H. Rept. 2320, 82-2——2 
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expenses of both proceedings shall share pro rata and on a paar. 
In re Columbia Ribbon Company, 45 Am. B. R. (N. 8S.) 528 (C. C. 
3d); United States v. Killoren, 45 Am. B. R. (N. S.) 808 (C.C. A. aay 
Unless provision is made for payment, ahead of all prior incurred and 
unpaid administration costs and expenses, of the costs and expenses 
necessary to administer and close the estate in the ensuing bankruptcy 
proceeding, there is always danger of a breakdown of administration. 
There should be assurance to the trustee in the ensuing bankruptcy 
proceeding that the costs and expenses incurred by him, such as bond 
premiums, insurance premiums, costs of conducting a public sale, and 
compensation for his services and for the services of his attorney out 
of the assets turned over to and administered by him, will be paid 
ahead of the prior unpaid costs and expenses. Unless thus assured, 
he cannot be expected to function effectively. 

The Judicial Conference has also approved the modification of the 
present rules (Report of Judicial Conference, October 1946, p. 15) 
although it would permit priority to the subsequent procee ding to be 
decided in each case by the court. The necessities of bankruptey 
administration appear to make a statutory priority preferable. 

27. Section 20 of the bill is designed to make more effective 
the policy of effectuating equal distribution between foreign and 
domestic creditors which is now embodied in section 65d. As pres- 
ently written, a creditor who has participated in a foreign bankruptey 
proceeding is not precluded from sharing equally in the distribution 
by the court of bankruptcy in the United States when he has “re- 
ceived” a dividend from the foreign court. In many cases dividends 
are declared in foreign courts, but are not paid until after the dis- 
tribution in the United States. Equity will be better served if 
dividends “paid or declared” in the foreign court are taken into 
account. The language of the section has also been clarified to make 
sure that the rule is applied to the same “‘class’”’ of creditors, classified 
as In the Bankruptcy Act. 

28. Sections 19 (b) and 23 (g) of the bill repeal section 64b and the 
coordinated section 70h of the act, and sections 40, 46, and 54 of the 
bill add new sections 381,486, and 669 in chapters XI to XIII, re- 
spectively, of the act. These changes are occasioned by a new ap- 
proach and treatment of the subject matter of sections 64b and 70h. 

Section 64b of the Chandler Act deals with the relative priorities 
of debts contracted while a discharge or confirmation of an arrange- 
ment is in force and those contracted prior thereto, in the event the 
discharge is revoked or the confirmation is set aside. Section 70h 
deals with the vesting of title to property of the bankrupt upon the 
setting aside of an arrangement or wage-earner plan or revoking the 
discharge. 

Section 64b is a recast of section 64c of the prior act, which pro- 
vided that upon the setting aside of the confirmation of a composition 
or the revocation of a discharge the creditors, who during the force 
of the composition or discharge sold property to the bankrupt on 
credit and in good faith, were to be paid in full ahead of the old 
creditors. The Chandler amendment was intended to clarify these 
provisions and to broaden the base by giving all debts contracted 
while the discharge was in force or after the confirmation of an ar- 
rangement, full priority over all of the old debts provable as of the 
date of bankruptcy. However, it has since developed that the 
Chandler amendment has not adequately accomplished its contem- 
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plated objectives. For a discussion of the inadequacies see 3 Collier 
on Bankruptcy, 14th edition, 2185 et seq. and 1946 Supp. 178 et 
seq., and cases therein cited. 

After an extended exploration, a different approach and treatment 
were developed for dealing with such new debts. In the case of a 
revoked discharge, section 64b accords priority only to the debts 
contracted by the bankrupt while the discharge was in force, and the 
debts contracted by him after his bankruptcy and before the granting 
of such discharge are given no consideration. However, in both 
situations, the debts are incurred by the bankrupt after his bank- 
ruptcy and there is no sound basis for the differentiation. There is 
further the practical difficulty of carrying out the scheme of the pro- 
vision. As is generally the situation where a bankrupt’s discharge 
has been revoked, his estate has already been fully liquidated and a 
distribution by way of dividends made to his old creditors. This may 
explain why a careful research discloses no case in which the provision 
was invoked where a discharge had been revoked, which itself is a rare 
occurrence. Therefore, it is believed that the sounder, more effective, 
and more realistic solution is the elimination of the priority for debts 
contracted by a bankrupt while his discharge was in force, remitting 
the new and old creditors to their remedies under applicable local 
law. 

With regard to debts incurred by a debtor after confirmation of an 
arrangement or plan, where there is a default in its consummation 
and a liquidation ensues upon the entry of an order directing that 
bankruptcy be proceeded with, a different treatment is provided by 
the new sections. The reasonable expectancies of the new and prior 
creditors, in reliance upon a confirmed arrangement or plan, are con- 
templated and resolved. The new creditors, who look to the property 
. the debtor for their debts, must recognize that such property is also 

vailable for the prior unsecured debts, scaled or otherwise, as pro- 
vied by the confirmed arrangement or plan; while the prior creditors 
must expect that new credit will be extended to and new debts in- 
curred by the debtor. Therefore, where there is a default in the 
consummation of a confirmed arrangement or plan and a liquidation 
ensues, it is fair and equitable to provide that the new provable 
unsecured debts and the prior provable unsecured debts, scaled 
otherwise, as provided by the arrangement or plan, and less any 
payments made thereon thereunder, shall share on a parity in the 
distribution in the ensuing bankruptcy. Thus, the new sections (1) 
deal with the rights, duties, and liabilities of the creditors holding 
unsecured debts incurred by the debtor after confirmation of the 
arrangement or plan and prior to the date of the entry of the order 
directing bankruptey and (2) establish the basis for sharing in the 
ensuing bankruptcy proceeding between such new debts and the 
prior provable unsecured debts. With respect to the debts incurred 
by a receiver or trustee, or by a debtor in possession, as the case may 
be, during the proceeding and before the debtor takes over the 
property upon confirmation of the arrangement or plan, such debts 
are already adequately dealt with under the respective chapters as 
administration costs and thus require here no special or further 
treatment. 

Inasmuch as in the ensuing bankruptcy proceeding the priority 
provisions of section 64a of the act become operative, it is provided, 
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in order to maintain the same level of equitable distribution, that the 
new debts shall share on a parity with the prior debts “of the same 
classes,” i. e., share on a parity in their respective orders of priority. 

Also, so that the rights, duties, and liabilities of the creditors holding 
the new debts shall be subject, as in the case of the prior debts, to 
the straight bankruptcy provisions of the act, it is provided that the 
provisions of chapters I to VII of the act shall, to the extent applicable 
and not inconsistent or in conflict with the provisions of the section, 
be applicable to such rights, duties, and liabilities and, for the purposes 
of such application, the date of entr y of the order directing bankruptcy 
shall be regarded as the date of bankruptcy. Thus, the time provisions 
of sections 60 and 67 would relate to such date of bankruptey, and, 
inter alia, the following sections of the act would be operative in 
dealing with the rights, duties, and liabilities of the new ereditors: 
Section 44 (election of trustees and creditors’ committees), section 56 
(voters at meetings of creditors), section 57 (proof and allowance of 
claims except, subdivision n, time limitation for filing claims), section 
60 (avoidance of preferences), section 63 (debts which may be proved), 
section 67 (avoidance of judgment liens and fraudulent transfers) 
section 68 (set-offs and counterclaims), and section 70 ¢ and e (transfers 
voidable under applicable local law). 

In a chapter X proceeding, the problem is quite different. It is the 
consummation of the plan, not its confirmation, which corresponds to 
the confirmation of the chapter XI proceeding. Under chapter X, 
when the plan is consummated (by distribution of the new securities), 
the chapter X reorganization is unconditional both as between the re- 
organized company and the old creditors who receive new securities 
in the reorganization and also in respect to those who extend credit to 
the reorganized company. ‘There is, therefore, no need in chapter X to 
protect those who extend credit on the faith of the consummated plan. 
The new section 239 (see “37,’”’ infra) specifies when a plan shall be 
regarded substantially consummated. 

An amendment to the present act to clarify and broaden section 64b 
had also been considered and approved by the Judicial Conference in 
September 1947. (See Report of Judicial Conference, September 1947, 
pp. 14-15.) The above added new sections, in the opinion of the Ad- 
ministrative Office of the United States Courts, satisfactorily accom- 
plish the objectives considered by the Judicial Conference. 

The Treasury Department has objected to the new sections, not 
upon any ground that they would be ineffective or do not fairly and 
equitably deal with the rights and interests of the new and old cred- 
itors, but rather that they may have an effect upon the revenue laws 
and collection of revenue. However, section 337 (2) of chapter XI 
requires the deposit of ‘the money necessary to pay all debts which 
have priority,’ including, of course, taxes and debts owing to the 
Government; section 455 of chapter XII provides that no arrangement 
shall be confirmed unless provision is made for payment of tax claims, 
except upon the acceptance of a lesser amount by the Secretary of the 
Treasury; and section 659 (6) of chapter XIII requires the payment 
of debts entitled to priority in the order of priority as provided in 
section 64a. These provisions sufficiently protect and secure the 
Government in the collection of its taxes. Besides, by the repeal of 
section 64b, the position of the Government with regard to revenue 
would be bettered. Under section 64b, as now operative, the new 
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debts take ahead of the old debts (including tax claims). However, 
under the new sections, the Government would share on its old tax 
debts on a parity, and in the undisturbed order of priority (sec. 64a), 
with the new debts. 

29. Section 21 (d) of the bill makes several changes in section 67c¢ 
of the act. Apart from the conformation to the revised definition of 
petition referred to in 7, supra, the principal change is designed more 
fully to implement the policy of the Chandler Act, and to clarify one 
point which may otherwise be the cause of troublesome litigation. 
The Chandler Act introduced section 67¢ as a new subdivision. In 
limiting statutory liens on personal property not accompanied by 
possession of such property, it met the situation presented by a grow- 
ing tendency to express priorities in terms of liens and thus to defeat 
the scheme of priorities prescribed in section 64a of the Pankruptey 
Act. A lien upon real estate is commonly dealt with adequately by 
recording acts and there is no confusion caused by fluctuation of the 
subject matter to which it relates. Liens on personal property un- 
accompanied by possession, however, are of the nature of ‘floating 
liens”, which attach to all a debtor’s personalty, although the property 
he owns is commonly changing from day to day. If any provisions 
for priority were relabeled a “lien,” such a lien would be indistinguish- 
able from floating liens on personal property. 

There is accordingly reason to restrict such liens to the same extent 
that priorities are restricted. The Chandler Act also adopted the view 
that a landlord should not be encouraged to accumulate liens of in- 
definite extent and thus contribute to building up unsound financial 
positions on the part of tenants to the disadvantage of general creditors. 
Section 67¢ accordingly postponed such liens to administrative expenses 
and to wages, which to the extent of $600 earned within 3 months of 
bankruptcy were for the first time given by section 64a priority second 
only to expenses of administration and outranking all other priority 
claims, including taxes, which were assigned the fourth degree of 
priority. 

Wages having thus been given prescribed priority under section 
64a, section 67¢ then proceeded to restrict the recognition of liens for 
wages on personal property unaccompanied by possession to the same 
extent that their priority was restricted. Landlords’ liens were like- 
wise restricted. It was thought, however, unnecessary to restrict 
wage or rent claims for the benefit of junior lien holders. Conse- 
quently, the Chandler Act prescribed that such liens should be re- 
stricted “except as against other liens.’’ This last clause was applied 
in the case of In re Eakin Lumber Co., 39 F. Supp. 787 (N. D. W. Va. 
1941). There a wage lien was held to be unrestricted because of a 
junior lien in favor of the Reconstruction Finance Corporation. if 
the policy of limiting such liens comparably to priorities be sound, this 
policy is inadequately implemented by section 67¢ so construed. As 
between the wage claimants and general creditors, the intervention 
of the lien of the Reconstruction Finance Corporation was purely a 
fortuitous circumstance which should not be decisive. In such 
situation it would be advantageous for the trustee to make a deal with 
the junior lien holder to extinguish the lien at a discount, in order to 
prevail over the holder of the restrictable senior lien. ‘There may be a 
question whether such a deal would be a desirable way to promote the 
policy of the act. 
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In some states of fact it would also be difficult to avoid a construc- 
tion of the statute which would introduce a self-created circuity of 
lien. Since junior liens are senior to the rights of general creditors, 
the subdivision would seem to provide that the trustee in bank- 
ruptcy could prevail over the specific lien claimant with reference to 
the restrictable excess, but the junior lien claimant, outranking the 
trustee as the representative of general creditors with reference to 
this property, could thus claim it, only to lose it back to the specific 
lien claimant, whose lien is unrestricted as against other liens. This 
kind of situation has troubled the courts where an unrecorded transfer 
is good as against a senior encumbrancer with actual notice who 
records, but invalid against a junior encumbrancer without such 
notice. The junior encumbrancer then outranks the holder of the 
unrecorded interest who in turn outranks the senior encumbrancer 
who by reason of his recording outranks the junior encumbrancer, 
and so on around the circle. There is no simple and clear-cut solution 
for such legal tangles, which are sometimes unavoidable. It is de- 
sirable, however, to avoid them where possible. 

When an interest is invalidated or restricted as against the trustee, 
it is sometimes advantageous to provide in the alternative that it 
may be preserved for the benefit of the estate instead of invalidated. 
This method is used in section 67a (formerly sec. 67f) with reference 
to liens by legal proceedings obtained during insolvency and within 
4 months of bankruptcy. The proposed amendment to section 67¢ 
employs this established technique by providing that the restrictable 
excess of the lien may be preserved for the benefit of the estate. The 
trustee can thus clearly claim the restrictable excess to the exclusion 
of the junior lien holders. This result would enable the trustee to 
prevail upon the facts of the Eakin case, where he was completely 
excluded. It also avoids any possible difficulty about circuity of lien. 

30. Section 21 (f) of the bill restates section 67d (3). This pro- 
vision now denounces as fraudulent any transfer made with intent 
to use the consideration to effect a voidable preference. It was writ- 
ten into the act in 1938 as a restatement of the rule of Dean v. Davis, 
242 U.S. 438, 38 Am. B. R. 664, 37 S. Ct. 130, 61 L. Ed. 419 (1917). 
See Oglebay, Some Landmark Cases in the Development of the Bank- 
ruptcy Act of 1898 (1948), 22 J. of Nat’l Ass’n of Ref. 105, 108. This 
case represented an extreme situation where the debtor, fearing arrest 
because of forged notes which had been given to a bank, persuaded 
his brother-in-law (who knew the debtor to be hopelessly imsolvent) 
to take up the notes in return for the debtor’s promise to mortgage all 
his property to secure the advance. ‘The Supreme Court stressed the 
fact that this was not a good-faith, commercial transaction to enable 
the debtor to continue business, but was a device to enable the debtor 
to make a preferential payment in contemplation of bankruptcy (Ogle- 
bay, op. cit. supra). As it now stands, however, section 67d (3) liter- 
ally embraces not only the Dean v. Davis situation, but any case where 
the debtor is insolvent, borrows money and gives security, with the 
intent to use the proceeds to pay off some unsecured creditors. 4 
Collier on Bankruptcy, 14th ed., par. 67.38. This goes beyond Dean 
v. Davis and is undesirable inasmuch as the debtor is making a bona 
fide effort to carry on business. To the extent that such a transac- 
tion creates a preference, section 60 of the act affords creditors ade- 
quate protection without invoking the special effects of section 67d (3). 
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Moore and Tone, Proposed Bankruptcy Amendments: Improve- 
ments or Retrogression? (1948), 57 Yale L. J. 683, 714. Yet in an- 
other respect section 67d (3) appears to impose a limitation on the 
Dean v. Davis doctrine which does not seem to have found expression 
in any of the cases applying the doctrine. 4 Collier, op. cit. supra. 
It is required that there be an intent to use the consideration to effect 
a preference voidable under section 60, which means that the referee 
must have had reasonable cause to believe the debtor insolvent. Note 
(1939), 87 U. Pa. L. Rev. 317, 327. Ina case where the debtor mort- 
gages his property in contemplation of bankruptcy with intent to use 
the proceeds to make payments which enable one of his creditors to 
obtain a greater percentage of his debt than some other creditor of 
the same class, it should be immaterial whether the transfer is void- 
able under section 60. If anything, the estate needs greater protec- 
tion in a case where the preference is not voidable, since the need for 
pursuing the auxiliary transaction is more acute where the preferred 
creditor is invulnerable. 4 Collier, op. cit. supra; Moore and Tone, 
op. cit. supra. As revised, section 67d (3) meets these objections and 
represents a more accurate statutory embodiment of Dean v. Davis. 

31. Section 21, in addition to the changes already referred to in 7, 
supra, provides in subsection (h) a further change in section 67d . 
defining when a fraudulent transfer can become perfected. Obviously, 
a fraudulent transfer can never ‘‘become perfected” against creditors 
and, therefore, as to them, the period of limitation of 1 year or 4 
months, as the case may be, would never begin to run. ‘This, of 
course, is not intended. The bill, by deleting the reference to credi- 
tors, makes the perfection as against a hypothetical bona fide pur- 
chaser the only proper test. 

32. Section 21 (i) of the bill adds a proviso to section 67d (6) which 
permits the use of the same technique already referred to in 29, 
supra, in connection with 67¢c—the preservation, by order of the court, 
of an interest invalidated against the trustee, if the preservation will 
be for the benefit of the estate. The same method is used in see- 
tion 67a. 

33. Section 22 conforms the scope of section 69d of the act to that 
of section 2 (21). Section 2 (21) gives the court jurisdiction to 
require receivers or trustees, appointed in proceedings not under the 
act, as well as assignees for the benefit of creditors and agents author- 
ized to take possession of or to liquidate a person’s property, to deliver 
the property in their possession or under their control to a receiver 
or trustee appointed under the act. Section 69d, spelling out that 
power, requires a receiver or trustee, not appointed under the act, of 
any property of the bankrupt, to account to the bankruptcy court, 
but does not include the assignee and agent. The bill adds the neces- 
sary language and clarification. 

34. Section 23 amends section 70a to make clear that a trustee in 
bankruptcy is vested with the title of the bankrupt in property which 
is located without, as well as within, the United States. See Nadel- 
man, The National Bankruptcy Act and the Conflict of Laws, 59 
Harvard Law Review 1025 (1946). The words ‘‘wherever located” 
have therefore been added at appropriate places. In addition, for 
ease of reference, the several sentences of section 70a (1) have been 
made into separate paragraphs. 
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35. Section 23 (e) of the bill makes a clarifying change in section 
70c of the act. Section 70c was amended in the last Congress (Public 
Law 461, 8lst Cong., act of March 18, 1950), simplifying the sub- 
division and conforming it to the amended section 60a. However, it is 
now recognized that the amendment did not accurately express what 
was intended. Since the trustee already has title to all of the bankrupt’s 
property, it is not proper to say that he has the rights of a lien creditor 
upon his own property. What should be said is that he has the rights 
of a lien creditor upon property in which the bankrupt has an interest 
or as to which the bankrupt may be the ostensible owner. Accordingly, 
the language of section 70c has been revised so as to clarify its meaning 
and state more accurately what is intended. 

36. Section 23 (f) provides for the supplying of an omission in 
section 70e (2). Where under the act a transfer by way of lien, 
security title or otherwi ise, or an obligation, is void or voidable against 
a trustee in bankruptcy, it may under certain circumstances be 
necessary to preserve the same for the benefit of the estate by sub- 
rogating the trustee to the rights of the transferee or obligee, so that 
the benefits intended for the estate would not be passed on to junior 
interests not entitled thereto. 

Under section 60b, the lien or security title, voidable as a preference, 
may be preserved for the benefit of the estate and passed to the trustee, 
and, under section 67a (3), a lien obtained by judicial proceedings, 
which is voidable, may likewise be preserved for the benefit of the 
estate and, to evidence title thereto, a conveyance thereof to the 
trustee may be directed. A like situation may arise under section 
70e with respect to a transfer or obligation which is void or voidable 
against the trustee, but the subdivision contains no provision of 
preservation for the benefit of the estate similar to that contained 
in section 60b or section 67a (3). The bill provides language which 
supplies the omission and which is adapted to the situation. 

37. Section 24 of the bill adds a new section 229. This section 
will clarify the present uncertainty as to the point in the reorganization 
proceeding at which rights vest under the plan sufficiently to make it 
equitable to cut off further right to amend or modify the plan as to 
matters materially and adversely affecting the rights of creditors or 
stockholders. 

Clarification of the law on the foregoing matter is needed. <A plan 
of reorganization in a chapter X procee ding is norm: ally involved and 
complex and after confirmation usually requires a prolonged period 
of time, through a series of stages, for its consummation. It is gener- 
ally difficult to determine in a particular case when the transfer of the 
property has occurred to such an extent as to vest rights which may 
subsequently not be taken away. 

In the Equitable Building reorganization, three conflicting views 
were taken as to the time when rights vest under a plan in a chapter 
X reorganization: It was argued by different parties that such rights 
vest (1) upon entry of the order of confirmation, (2) when the plan 
has been substantially consummated, or (3) upon entry of the final 
decree under section 228. Each of these views creates practical 
difficulties: (1) if the date of the confirmation be taken, difficulties are 
encountered in determining the exact status of the debtor and its 
estate, and the rights of creditors extending credit, during the period 
which must elapse after the date of confirmation and before the date 
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of the final decree; (2) if the time of substautial consumn ol 
plan is held to be determimative, uncet IV noOW eNXIst to thr 
exact time when substantial consummation has oc ds ame 
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However, where a bankruptcy ensues upon failure of a plan, prov- 
able claims, not previously filed, must be filed and proved in accord- 
ance with the requirements of section 57, except that the time for 
filing is 3 months instead of 6 months as specified in section 57n. 
Thus, where no first meeting had been previously set——which pre- 
supposes a prior suspended bi unkruptey proceeding reinstated upon the 
failure of the reorganization proceeding—the period for filing claims, 
not previously filed, is 3 months after the first date set for the first 
meeting of creditors in the reinstated bankruptcy proceeding. 

Practitioners not intimately familiar with the act, and more es- 
pecially creditors filing for themselves, become confused in regard to 
to the required time. Instead of filing within the 3-month period, 
they rely on the 6-month period of section 57n and thus often file 
their claims too late. To overcome this confusion, the amendment 
conforms the required period for filing by making it 6 months in both 
situations. The same possibility of confusion in the other chapters 
has been similarly eliminated. Moreover, the confusing dichotomy 
between sections 354 and 355, and between sections 643 and 644, has 
been eliminated, and the entire matter dealt with in sections 355 and 
644. Sections 354 and 643 are therefore unnecessary, and have been 
repealed by sections 33 and 48 of the bill. This also has the effect of 
eliminating what appears to be an unnecessary limitation now imposed 
by sections 354 and 643. Where the time for filing claims in a super- 
seded bankruptcy proceeding had expired before the filing of the peti- 
tion under the chapter, it is now provided in section 354 that claims 
provable under section 63 of the act and not filed within the time 
prescribed by section 57n, shall not be allowed in the proceedings or 
participate in the arrangement under the chapter. Under section 367 
(3) (b), such scheduled claims, whether or not filed, are nevertheless 
entitled to participate in the distribution under the arrangement. 
There is no sound reason for barring the claims of creditors, scheduled 
in the superseded bankruptcy proceeding, merely because they failed 
to file their claims thereunder within 6 months. In this connection, 
it may be noted that in the case of an original proceeding under chap- 
ter XI, there is no 6-month period of limitations, and claims may be 
filed at any time until the entry of the order of confirmation (sec. 
367 (3) (a)). The same situation had existed under section 643. 

Conforming changes are made by sections 37, 38, 51, and 52 of the 
bill in sections 309, 371, 660, and 661 of the act. 

A reference to claims for taxes has also been added, since they are 
not “provable under section 63,’ but should of course be given parallel 
treatment. 

39. Section 28 makes a correcting change in section 265a (11). The 
“order” referred to in paragraph (11) does not direct a “liquidation of 
the estate’? but either directs reinstatement of a suspended bank- 
ruptey proceeding or an adjudication in bankrupte, v or dismissal of 
the proceeding in the case of an original petition. The bill makes the 
paragraph accurate. 

40. Sections 29, 41, and 47 of the bill make similar changes in 
sections 324, 424, and 624 of the act. Section 324, for example, 
requires the debtor to file with his petition a statement of his executory 
contracts and, if not previously filed, his schedules and statement of 
affairs. Unlike section 7a (8), which in a straight bankruptcy pro- 
ceeding permits, on cause shown, an extension of time for the filing of 
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schedules, section 324 of chapter XI, and the like provisions of 
chapter XII (sec. 424) and chapter XIII (sec. 624), grant no such 
power. However, many courts, despite the clear language of the 
provision, are granting extensions for filing the statements and 
schedules. This practice is not only irregular, but it is not uniform, 
and the extended time is frequently granted as of course. 

The proposed amendments of sections 324, 424, and 624, are in- 
tended to legitimize this practice and to make it uniform. It 
assumed, of course, that the courts will strictly enforce the requir 
ment of “cause shown” and will not grant extensions as of course. 

Sections 39, 45 and 53 of the bill make conforming changes in sec- 
tions 376, 481 and 666 of the act, declaring the consequences of failure 
to duly file the schedules, statements of executory contracts and 
statements of affairs. 

41. Section 30 of the bill adds a new section 328 at the end of 
article IV of chapter XI of the act. In Securities and Erchange 
Commission v. US. Realty d& Improvement Co., 310 U.S. 434, 42 Am. 
B. R. (N. 5S.) 602, 60S. Ct. 1044; 84 L. Ed. 1293 (1940), whe 


Is 
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petition was filed under chapter XI by a debtor corporation having 
hundreds of creditors and thousands of stockholders, it was decided 
that the court had the duty to dismiss the petition, leaving the cor- 
porate debtor to seek relief under chapter X. In that case, the 
petition under chapter XI was dismissed after the proceeding had 
been running for many months and a proceeding had to be started 
anew under chapter X. 

Under section 147 of chapter X, a petition eee tly filed there- 
under, because adequ ite relief can be obtained by the debtor under 
chapter XI, may be transferred to chapter XI and thereafter for the 
purposes of ¢ hapte r XI, be deemed to have been originally filed there- 
under. There is no corresponding provision in chapter XI for a trans- 
fer of a chapter XI proceeding, if improperly filed thereunder, to 
chapter X. The proposed amendment supplies this lack. It codifies 
the law of the United States Realty & Improvement case, and adopts 
the procedure of section 147 for transferring the proceeding to chap- 
ter X. 

42. Sections 31 and 32 of the bill are designed to improve the opera- 
tion of a creditors’ committee under chapter XI of the act Section 
338 provides for the appointment, at the first meeting of creditors, 
of a committee and section 337 (2) provides that, upon acceptance 
of the arrangement, the debtor shall deposit 


* * the money necessary tO par : ’ the actual and necessary ex- 
penses incurred in connection with the proceedings and the arrangement by the 
committee of creditors and the attorneys or agents of sueh committee, in such 


amount as the court may allow, 


It has been held that the ‘committee of creditors’? means the official 
committee appointed under section 338; that the only expenses allow- 
able are those incurred by such committee, its attorneys or agents 
after the appointment, and are further restricted to the expenses 
incurred by them in passing judgment upon the plan and making 
such judgment known to the debtor and creditors; and that the 
expenses incurred by any other committee, its attorneys or agents, 
are not allowable. Lane v. Haytian Corporation of America, 44 Am. 
B. R. (N. 8.) 425, 117 F. 3d 216 (C. C. A. 2d 1941 

The provisions have not worked out satisfactorily. The appoint- 


ment of the official committee at the first meeting of creditors, at 
3° 
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which are also received and determined the acceptances by creditors 
of the arrangement (sec. 336 (4)), gives such official committee little 
opportunity, if any, to function for the benefit of creditors in passing 
judgment on the arrangement unless the proceeding, which had been 
fashioned to be streamlined, is delayed and slowed up in order to 
enable the alien to make its investigations and examinations, 
and to secure any desired improvement or other modification in the 
terms of the offer for the benefit of creditors. Obviously, the pro- 
Visions are baal timed in their coordination and are not realistic. 

Moreover, negotiations for a settlement between a debtor and his 
creditors are generally started before chapter XI is resorted to, in the 
hope that an out-of-court arrangement can be effected. When this 
attempt fails, usually because of a recalcitrant minority, chapter XI 
is resorted to in order to bind a nonaccepting minority. But befor 
the arrangement petition is filed, much, if not all, of the spade work 
may have been done, such as investigations, book examinations, 
solving of legal problems and the negotiations which developed or will 
substantially contribute toward the development of the arrangement, 
and the unofficial committee, its attorneys and agents usually con- 
tinue to render services after the petition is filed and unt | the first 
meeting of creditors at which the official committee may be appointed. 
But under section 337 (2), as construed by the Haytian case, the 
expenses of the unofficial committee, its attorneys and agents are not 
allowable, even though their services may ‘have benefited the adminis- 
tration of the estate, the arrangement proceeding, and the creditors. 
In such situations, the burden of the ex pense 1s either borne by the 
creditors who selected the unoflicial committee, with a free ride to the 
other creditors, or the expenses are not reimbursed. In either event, 
the result is unfair, and it may be expected that occasionally it is 
circumvented by a secret deal between the debtor and the unofficial 
committee. 

The proposed amendments are designe d to remedy the defects above 


indicated. Section 338 is amended by eliminatine the official com- 
itt ‘or the purpe Pal ha x ] pedir here the u 
mittee for the purpe ses of a ch ple! AS proceeding, where the un- 
official committee has not been designated, and section 337 (2 is 
amended to perm it allowance ot the actual and necessary expenses of 
an unofficial committee, its attorneys and agents, whether incurred 


before the arrangement proceeding is initiated or thereafter. The 
necessary limitations are still retained: Such committee must have 
been selectec d by not less than an ajo rity in amount of the unsecured 
creditors clusive of the disqualified creditors enumerated in sec 
14) and, in fixing allowances, only the services which contributed to a 
confirmed arrangement or, carrying through the objective of sectio 

64a (3), to the refusal of the confirmation of an arrangement, or which 
were benef cial in the administration of the estate, are to be considert cl 
hy the court The first qualification avoids rump committees and 


pernilts Ol only a sinvle committee Vv hich rust represt ni no less than 


the majority interests; the second qualification limits the type of 
services, and the proper costs and expenses incidental thereto, which 
the eourtl May consider in) fixine thre amount ot the allowances ; it is 


beheved that the changes proposed will strenethen the procedure 
expedite the proceeding, and be in the general interest of all parties 
| 


COnCEC! ed] 
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43. Sections 35, 43, and 50 of the bill make similar changes in sec- 
tions 366, 472, and 656a of the act. These sections presently require 
a finding that a proposed plan under chapters X1, XII, and XIIT shall 
be “fair and equitable.”’ In fact, however, the fair and equitable rule, 
as interpreted in Northern Sigs Railway Co. v. Boyd, 228 U.S. 482, 
33S. Ct. 554, 57 L. Ed. 931 (1913), and Case v. Los Angeles Lumber 
Products Co., Ltd., 308 U.S. 106, 41 Am. B. R. (N.S.) 110, 60S. Ct. 
1, 84 L. Hd. 110 (1939), cannot realistically be applied in a chapter XT, 
XII, or XIII proceeding. Were it so applied, no individual debtor 
and, under chapter Xi, no corporate debtor where the stock ownership 
is substantially identical with management could effectuate an 
rangement except by payment of the claims of all creditors in full. 

Chapter XI has replaced the old composition procedure under former 
section 12 of the Bankruptcy Act, where the fair and equitable rule did 
not apply. Nor is it practicable or realistic to apply the rule in a pro- 
ceeding under chapter XI, XII, or XII. 

The proposed amendment is designed to remove the fair and 
equitable provision, and by the paragraph added to each of the 
amended sections it is made clear that the rule of the Boyd and Los 
Angeles cases shall not be operative under those three chapters. The 
Treasury Department objects to the added paragraph on the ground 
that it may impair the requirement for the deposit of the moneys 
necessary to pay priority claims (including taxes). However, it 
seems clear that compliance with the provisions of section 337 (2) of 
chapter XI, section 455 of chapter XII and section 659 (6) of chapter 
XIII is a condition precedent to confirmation of the arrangement or 
plan under the respective chapters. Therefore, the Government here 
also is sufficiently protected and secured in the collection of its taxes. 
See “28,” supra. 

44. Sections 55, 56, and 57 contain the usual separability provisions, 
provision for application to pending cases, and provision for an 
effective date. 


ar- 


CHANGES IN EXISTING LAW 


In compliance with clause 2a of rule XLII of the House of Repre- 
sentatives, there are shown below the changes made by the bill in 
the several sections of the Bankruptey Act wppeere ‘d July 1, 1898, 
and the amendments and supplements thereto (e mene law proposed 
to be omitted is enclosed in black brackets, new matter is printed in 
italics, existing law in which no change is proposed is a n in roman) 

Sec. 1 (3) ‘Appellate courts” shall include the United States [circu ie courts of 


appeals [of the United States, the United States Cor irt « {Ap ypeals of the District 
of Columbia, ] and the Supreme Court of the »Un ited 


Sec. 1 (5a) “Circuit” shall mean [J judicial cire uit’ 1 Lan d shall include the 


Stat 


District of Columbia, and “senior circuit judge’’ shall ide the Chief Justi 
of the United States Court of Appe als for the D istrict of C olu nbiaJ; 
Sec. 1 (7a) “Conference” shall mean the Judicial [conference] Conference of 


the United States [senior circuit judges provided for by se 


tion 2 of the Act of 
September 14, 1922 (42 Stat. 838 i 


Sec. 1 (Sa) “Council” shall mean the [judicial iy Ju ul Council of the 
circuit [provided for by section 306 of the | nited: States judi ‘ial Code]; 

Sec. 1 (10) “Courts of bankruptey” shall inclu ie the Unit d States district 
courts [of the United States] and the district courts of Territories and posses- 


sions to which this Act is or may he reafter be : appl Hieable rc and the Di strict Court 
of the United States for the District of Columbia]; 


Sec. 1 (14a) “Director” shall mean the Director of the Administrative Office of 
the United States Courts [appointed pursuant to chapter XV of the United State 


I ‘ Les 
Judicial Code]; 
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Sec. 1 (24) “Petition”? shall mean a document filed in a court of bankruptcy 
or with a clerk thereof [by a debtor praying for the benefits of this Act, or by 
creditors alleging the commission of an act of bankruptcy by a debtor therein 
named] initiating a proceeding under this Act; 

Sec. 1 (30) “Transfer’’ shall include the sale and every other and different mode, 
direct or indirect, of disposing of or of parting with property or with an interest 
therein or with the possession thereof or of fixing a lien upon property or upon 
an interest therein, absolutely or conditionally, voluntarily, or involuntarily, by 
or without judicial proceedings, as a conveyance, sale, assignment, payment, 
pledge, mortgage, lien, encumbrance, gift, security, or otherwise; the retention of a 
security title to property delivered to a debtor shall be deemed a transfer suffered by 
such debtor: 

Sec, 2a (1) Adjudge persons bankrupt who have had their principal place of 
business, resided or had their domicile within their respective territorial jurisdic- 
tions for the preceding six months, or for a longer portion of the preceding six 
months than in any other jurisdiction, or who do not have their principal place 
of business, reside, or have their domicile within the United States, but have 
property within their jurisdictions, or who have been adjudged bankrupts by 
courts of competent jurisdiction without the United States, and have property 
within their jurisdictions [;] , or in any cases transferred to them pursuant lo this 
Act. 

Sree. 2a (7) Cause the estates of bankrupts to be collected, reduced to money, 
and distributed, and determine controversies in relation thereto, except as herein 
otherwise provided, and determine and liquidate all inchoate or vested interests 
of the bankrupt’s spouse in the property of any estate [,] whenever, under the 
applicable laws of the State, creditors are empowered to compel such spouse to 
accept a money satisfaction for such interest; and where in a controversy arising 
in a proceeding under this Act an adverse party does not interpose objection to the 
summary jurisdiction of the court of bankruptcy, by answer or motion filed before the 
expiration of the time prescribed by law or rule of court or fixed or extended by order 
of court for the filing of an answer to the petition, motion or other pleading to which 
he is adverse, he shall be deemed to have consented to such jurisdiction; 

Sec. 2a (21). Require receivers or trustees appointed in proceedings not under 
this Act, assignees for the benefit of creditors, and agents authorized to take pos- 
session of or to liquidate a person’s property to deliver the property in their posses- 
sion or under their control to the receiver or trustee appointed under this Act or, 
where an arrangement or a plan under this Act has been confirmed and such 
property has not prior thereto been delivered to a receiver or trustee appointed 
under this Act, to deliver such property to the debtor or other person entitled to 
such property according to the provisions of the arrangement or plan, and in all 
such cases to account to the court for the disposition by them of the property 
of such bankrupt or debtor: Provided, however, That such delivery and accounting 
shall not be required, except in proceedings under section 77 and chapters X and 
XII of this Act, if the receiver or trustee was appointed, the assignment was 
made, or the agent was authorized more than four months prior to the date of 
bankruptcy. Upon such accounting, the court shall reexamine and determine 
the propriety and reasonableness of all disbursements made out of such property 
by such receiver, trustee, assignee, or agent, either to himself or to others, for 
services and expenses under such receivership, trusteeship, assignment, or agency, 
and shall, unless such disbursements have been approved, upon notice to creditors 
and other parties in interest, by a court of competent jurisdiction prior to the 
proceeding under this Act, surcharge such receiver, trustee, assignee, or agent 
the amount of any disbursement determined by the court to have been improper 
or excessive. 

Sec. 3a. Acts of bankruptcy by a person shall consist of his having (1) [con- 
veyed, transferred, ] concealed, removed, or permitted to be concealed or removed 
any part of his property, with intent to hinder, delay, or defraud his creditors or 
any of them, or made or suffered a transfer of any of his property, fraudulent under 
the provisions of section 67 or 70 of this Act; or (2) [transferred, while insolvent, 
any portion of his property to one or more of his creditors with intent to prefer 
such creditors over his other creditors] made or suffered a preferential transfer, as 
defined in subdivision a of section 60 of this Act; or (3) suffered or permitted, while 
insolvent, any creditor to obtain a lien upon any of his property through legal 
proceedings or distraint and not having vacated or discharged such lien within 
thirty days from the date thereof or at least five days before the date set for any 
sale or other disposition of such property; or (4) made a general assignment for the 
benefit of his creditors; or (5) while insolvent or unable to pay his debts as they 
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mature, procured, permitted, or suffered voluntarily or involuntarily the appoint- 
ment of a receiver or trustee to take charge of his property; or (6) admitted in 
writing his inability to pay his debts and his willingness to be adjudged a bankrupt. 

Sec. 3b. A petition may be filed against a person within four months after the 
commission of an act of bankruptcy. Such time with respect to the third act of 
bankruptcy shall expire four months afte r the date the lien through leg lu proceedings 
or distraint was obtained and, with respect to the first [[, second, ] or fourth act of 
bankruptcy, such time shall not expire until four months after the date when the 
transfer ssignment became so far perfected that no bona-fide purchaser from 
the debtor [and no creditor] could thereafter have acquired any rights in the 
property so transferred or assigned superior to the rights of the transferee or 
assignee therein [.] > and such time with respect to the second act of bankr iptcy si all 
not expire until four months after the date when the transfer became perfected as 
prescribed in subdivision a of section 60 of this Act. For the purposes of this section, 
it is sufficient if intent to hinder, delay or defraud under the first act of bankruptcy, 
where such intent is an element of such act, or if [intent or] insolvency under the 
second act of bankruptcy, exists either at the time when the transfer was made 
or at the time when it became perfected, as hereinabove provided. 

Sec. 7a (8) prepare, make oath to, and file in court within five days after 
adjudication, if an invol intary bankrupt, and with his petition, if a voluntary 
bankrupt, a schedule of his property, showing the amount 1 | 
the location thereof and its money value, in detail; and a | 
including all persons asse on g contingent, unliquidated, 
showing their residences or places of business, if known, or 
to be stated, the amol int ae to or claimed by each of them, the consideration 
thereof, the security held by them, if any, and what claims, if any, are contingent 
unliquidated, or dispute d; and a claim for such « xemptions as he may be entitled 
to; all in triplicate, one copy for the clerk, one for the refer 
trustee: Provided, however, That the court may for cause shown grant further 
time for the filing of such schedules 1 With fis petition 1 a volur lary proceeding 
or with his application to have such time extended in involuntary proceeding 
the bankrupt files a list of all such creditors and their addresses; 

Sec. lla. A suit which is founded upon a claim from which a discharge would 
be a release, and which is pending against a person at the time of the filing of a 
petition by or against him, shall be stayed until an adjudication or the dismissal 
of the petition; if such person is adjudg wt a bankrupt, such action may be further 
staye du ntil the qi lestion of his disc] harge is determined by the court after a hearing, 
or by tae bankrupt’s filing a waiver of, or having lost, his right to a discharge, or 
in the case of a corpors ation, by its fail ire to file an application for a discharge 
within the time prescribed ur nder this Act: Provided, however, That such st: v shs 
be vacated by the court if, in a procee ling dre this Act commenced within six 
years prior to the date of the filing of the petition in bankruptcy, such person [has 
been a ijudicated a bankrupt, or] has been granted a discharge, or has had a 
composition confirmed, or has bad an arrangement by way of composition con- 
firmed, or has had a wage-earner’s plan by way of composition confirmed. 

Sec. 14e (5) [has] in a proceeding under tl) Act commenced within six years 
prior to the date of the filing of a petition in bankruptey had been granted a dis- 
charge, or had a composition or an arrangement by way of composition or a 
wage-earner’s plan by way of composition confirmed under this Act; 

















Sec. I4e. If the banl krupt agp to appear at th hearing upon the objec to 
his application for : g appeared refuses ubmi ! ) 
examination, or if finds r hearing upon notice that the bankrupt 
has failed without sufficient excuse ademas and submit hiinself t amina 
at the first meeting of creditors or at anv meeting specially called for his examina 
tion, he shall be deonm 1 to have waived his right to a discharge, and the court 
shall enter an order to that effect. 

Sec. 18a. Upon the filing of a petition for inveluntary bankruptcy, serv 
thereof, with a writ of subpena, shall be made upon t Der 
defendant. Upon the filing of a voluntary petition in behalf of a partne p 
bv less than all of the general partners, service t reof, w ’ I iby ¥ 
shall be made upon the general partner or partners 1 partic the f 
such p eee Such service shall be returnable wit! t 
shall, for cause shown, fix a longer time, and shall be made at fi prior 
to the return day, and in other respects shall b li t 
service of such process is had upon the commencement of a [suit. in « vj 

he courts of the 1 nited States; but in case persona rvice cannot be 


action in the 
made within the time allowed, then notice shall be gi by publication in the 








24 AMEND THE BANKRUPTCY ACT, APPROVED JULY 1, 1898 


same manner as provided by law for notice by publication in suits to enforce a 
legal or equitable lien in courts of the United States, except that, unless the court 
shal! otherwise direct, the order shall be published only once and the return 
day shall be five days after such publication. 

Sec. 21k. In all proceedings under this Act, the parties in interest shall be 
entitled to all rights and remedies evranted by the [rules of equity practic ‘J Rules 
of Civil Procedure for the United States District Courts established from time 
to time by the Supreme Court pertaining to discovery, interrogatories, inspection 
and production of documents, and to the admission of execution and genuineness 
of instruments: Prov:ded however, That the limitations of time therein prescribed 
may be shortened by the court to expedite hearings. 

See. 24a. The [Circuit Courts of Appeals of the United States and the United 
States Court of Appeals for the District of Columbia] United States courts of 
appeals, in vacation, in chambers, and during their respective terms, as now or as 
they may be hereafter held, are hereby invested with appellate jurisdiction from 
the several courts of bankruptey in their respective jurisdictions in proceedings 
in hankruptey, either interlocutory or final, and in controversies arising in pro- 
ceedings in bankruptev, to review, affirm, revise, or reverse, both in matters of 
law and in matters of fact: Provided, however, That the jurisdiction upon appeal 
from a judgment on a verdict rendered by a jury [,] shall extend to matters of 
law only: And provided further, That when any order, decree, or judyment involves 
less than $500, an appeal therefrom may be taken only upon allowance of the 
appellate court. 

See. 24c. The Supreme Court of the United States is hereby vested with juris- 
diction to review judgments, decrees, and orders of the [Circuit Courts of Appeals 
of the United States and the United States Circuit Court of Appeals for the Dis- 
trict of Columbia] United States courts of appeals in proceedings under this Act in 
accordance with the provisions of the laws of the United States now in force or 
such as may hereafter be enacted. 

Sec. 25a. Appeals under this Act to the [Circuit Courts of Appeals of the 
United States and the United States Circuit Court of Appeals for the District of 
Columbia] United States courts of appeals shall be taken within thirty days after 
written notice to the aggrieved party of the entry of the judgment, order or decree 
complained of, proof of which notice shall be filed within five days after service 
or, if such notice be not served and filed, then within forty davs from such entry. 

Sec. 32b. Where venue in any case filed under this Act is latd in the wrong court 
of bankruptcy, the gudge may, tn the interest of justice, upon timely and sufficient ob- 
jection to venue being made, transfer the case to any other court of bankrupteu tn which 
it could have heen brought. ; 

c. The judge may transfer any case under this Act to a court of bankruptey in 
any other district, regardless of the location of the principal assets of the bankrupt, or hts 
principal place of business, or his residence, if the interests of the parties will be best 
serred bu such transfer. 

Sec. 39a. (9) transmit forthwith to the clerks all bonds filed with and ap- 
proved by them, the originals of all orders made by them granting adjudications 
or dismissing the petitions as provided in this Act, and certified copies of all 
orders made [and entered] by them, granting, denying, or revoking discharges, 
or adjudging that bankrupts have waived their rights to a discharge, [or] confirming 
or refusing to confirm, [arrangements or plans] or setting aside the confirmation 
of, arrangements or wage-earner plans, and reinstating the proceedings or cases 
[and reports of the completion thereof]; 

Sec. 42a. The records of all proceedings in each case before a referee shall be 
kept [as nearly as may be] in the [same] manner [as records are kept in equity 
cases in district courts of the United States] as prescribed by the Supreme Court. 

Sec. 57j. (1) Debts owing to the United States or to any State or any sub- 
division thereof as a penalty or forfeiture shall not be allowed, except for the 
amount of the pecuniary loss sustained by the act, transaction, or proceeding out 
of which the penalty or forfeiture arose, with reasonable and actual costs occasioned 
thereby and such interest as may have accrued [thereon] on the amount of such loss 
according to law. 

Sec. 57n. Except as otherwise provided in this Act, all claims provable under 
this Act, including all claims of the United States and of any State or any sub- 
division thereof, shall be proved and filed in the manner provided in this section. 
Claims which are not filed within six months after the first date set for the first 
meeting of creditors shall not be allowed: Provided, however, That the court may, 
upon application before the expiration of such period and for cause shown, grant 
a reasonable fixed extension of time for the filing of claims by the United States 








or any State or any subdivision thereof: Provided further, That [[, except in pro- 
ceedings under chapters X, XI, XII, and XIII of this \ct,] the right of infants 
and insane persons without guardians, without notice of the bs ‘uptey pl 
ings, may continue six months longer: And pro 


ded 


in favor of a person by reason of the recovery 
of money or property, or the avoidance by the trust¢ 
son, may be filed within thirty days from the date of 
but if the recovery is by way of a proceeding in whicl 
entered against such person, the claim shall not be 
paid or the property is not delivered to the trustee within 








i rty days fro f 
date of the rendering of such final judgment, or within such further time as the 
court may allow. When in any case all claims which have been duly allowed 
have been paid in full, claims not filed within the time hereinabove ] eribed 
may nevertheless be filed within such time as the court may fix or for cause shown 
extend and, if duly proved, shall be allowed against any surplus remaining in 
such case. 

Sec. 58a. (8) all applications by receivers, ancillary receivers, marshals, trus- 
tees, committees, and attorneys for compensation from the estate for rvices 
rendered, specif ving the amount and by whon ade: Pro led, howe r, That 
where a creditors’ committee has been appointed pursuant to this Act, the ice 
required by clauses (1), (4) and (6) of this subdivision shall be sent only to such 
committee and to the creditors who have filed with the court a demand that all 
notices under this subdivision be mailed to then 

SEC, 59h. Three or more creditors who have pl able claims fixé 1} liq lated 
as to amount and not contingent as to liability [and liquidated as to amountJ 





against any person which amount in the aggregate in excess of the value of secur 
ties held by them, if any, to $500 or over; or, | of i ch n 
are less than twelve in number, then one or more of such creditors whose claim or 
claims [equals] equal su 
bankrupt. 

Sec. 61. The judges of the several courts of bankruptcy shall designate, by 
order, banking institutions as depositories for the money of estates under this 





amount, may file a petition to have him adjudged a 


Act, as convenient as may be to the residences of receivers and trustees, and shall 
require from each such banking institution a good and sufficient bond with surety, 
to secure and prompt repayment of the deposit. Said judges may, in accordance 


with the provisions of, and the authority conferred in [ 
Act of 1926, as amended (U. 8. C. Title 6, sec. 15)] trtle 6, United States Code, 
section 15, accept the deposit of the securities therein designated, in lie ; 





or sureties upon such bond and may, from time to time ( sio sv require 
by like order increase or decrease the number of depositor or the amount of any 
bond or other security or change such depositorie Provided, That no security 
in the form of a bond or otherwise shal! be required in the case of such part of the 


deposits as are insured under [section 12B of the Federal Reserve Act, as amended] 
title 12, United States Code, section 1821: And provided further, That depository 
banks shall place such securities, accepted for deposit in lieu of a surety or sureties 
upon dep SILOry bonds, in the custody of Federal Reserve banks or branches there- 
of designated by the judges of the several courts of bankruptey, subject to the 
orders of such judges. All national banking associations designated as deposi- 
tories, pursuant to the provisions of this section of this Act, are authorized to 
give such security as may be required ll pledges of securities heretofore made 
for the purposes herein named are hereby ratified, validated and approved. 

Sec. 62d. A custodian, receiver, or trustee or the attorney for any of them, or 
any other attorney, seeking compensation for services rendered by him in a pro- 
ceeding under this Act or in connection with such proceeding, shall file with the 
court his petition setting forth the value and extent of services rendered, the 
amount requested and what allowances, if any, have theretofore been made to 
him. Such petition shall be accompanied by affidavit stating whether an 
agreement or understanding exists between the petitioner and any other person 
for a division of compensation and, if so, the nature and particulars thereof. If 
satisfied that the petitioner has, in any form or guise, shared or agreed to share his 
compensation or in the compensation of any other person contra he provi- 
sions of [this] subdivision c of this section, the court shall withhold all compensa- 
tion from such petitioner. 

Sec. 63c. Notwithstanding any State law to the cor 
executory contract or unexpired lease, as provided in thi 
breach of such contract or lease as of the date of the 
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bankruptcy, or of the original petition] initiating a proceeding under [chapter 
X, XI, XII, or XIII off this Act. 

‘Src. 64a () the actual and necessary costs and expenses of preserving the 
estate subsequent to filing the petition; the fees for the referees’ salary fund and for 
the referees’ expense fund; the filing fees paid by creditors in involuntary cases 
or by persons other than the bankrupt in voluntary cases; where property of the 
bankrupt, transferred or concealed by him either before or after the filing of the 
petition, shall have been recovered for the benefit of the estate of the bankrupt 
by the efforts and at the cost and expense of one or more creditors, the reasonable 
costs and expenses of such recovery; the costs and expenses of administration, 
including the trustee’s expenses in opposing the bankrupt’s discharge or in con- 
nection with the criminal prosecution of an offense punishable under chapter 9 of title 
18 of the United States Code, or an offense concerning the business or property of the 
bankrupt punishable under other laws, Federal or State; the fees and mileage payable 
to witnesses as now or hereafter provided by the’laws of the United States, and one 
reasonable attorney’s fee, for the professional services actually rendered, irre- 
spective of the number of attorneys employed, to the petitioning creditors in 
involuntary cases and to the bankrupt in voluntary and involuntary cases, as the 
court may allow: Provided, however, That where an order is entered in a proceeding 
under any chapter of this Act directing that bankruptcy be proceeded with, the costs 
and expenses of administration incurred in the ensuing bankruptcy proceeding shall 
have priority in advance of payment of the unpaid costs and expenses of administration; 
including the allowances prov ided for in such chapter, incurred in the superseded 
proceeding and in the suspended bankruptcy proceeding, if any; 

(Sec. 64b. Debts contracted while a discharge is in force or after the con- 
firmation of an arrangement shall, in the event of a revocation of the discharge 
or setting aside of the confirmation, have priority and be paid in full in advance 
of the payment of the debts which were provable in the bankruptcy or arrange- 
ment proceeding, as the case may be.] 

Sec. 65d. Whenever a person shall have been adjudged a bankrupt by a court 
without the United States and also by a court of bankruptey, [creditors residing 
within the United States shall first be paid a dividend equal to that received in 
the court without the United States by other creditors before creditors who have 
received a dividend in such courts shall be paid any amounts] all creditors with 
claims allowed by the court of bankruptcy who have not had a dividend paid or 
declared in their favor by the court without the United States shall first be paid a 
dividend equal to that paid or declared in such foreign court in favor of other creditors 
of the same class under this Act, before creditors who have had a dividend paid or 
declared in their favor by such foreign court shall be paid any amount in the court of 
bankruptcy. 

Sec. 67a. (1) Every lien against the property of a person obtained by attach- 
ment, judgment, levy, or other legal or equitable process or proceedings within 
four months before the filing of a petition [in bankruptey or of an original peti- 
tion] initiating a proceeding under [chapter X, XI, XII, or XIII of] this Act 
by or against such person shall be deemed null and void (a) if at the time when 
such lien was obtained such person was insolvent or (b) if such lien was sought 
and permitted in fraud of the provisions of this Act: Provided, however, That 
if such person is not finally adjudged a bankrupt in any proceeding under this 
Act and if no arrangement or plan is proposed and confirmed, such lien shall 
be deemed reinstated with the same effect as if it had not been nullified and 
voided 

(2) If any lien deemed null and void under the provisions of paragraph (1) of 
this subdivision a, has been dissolved by the furnishing of a bond or other obliga- 
tion, the surety on which has been indemnified directly or indirectly by the 
transfer of or the creation of a lien upon any of the nonexempt property of a 
person before the filing of a petition [in bankruptey or of an original petition] 
initiating a proceeding under [chapter X, XJ, XII, or XIII of] this Act by or 
against him, such indemnifying transfer or lien shal! also be deemed null and 
void: Provided, however, That if such person is not finally adjudged a bankrupt 
in any proceeding under this Act, and if no arrangement or plan is proposed and 
confirmed, such transfer or lien shall be deemed reinstated with the same effect 
as if it had not been nullified and voided. 

b. The provisions of section 60 of this Act to the contrary notwithstanding, 
statutory liens in favor of employees, contractors, mechanics, landlords, or other 
classes of persons, and statutory liens for taxes and debts owing to the United 
States or to any State or any subdivision thereof, created or recognized by the 
laws of the United States or of any State, may be valid against the trustee, even 
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though arising or perfected while the debtor is a ent and withi : 
prior to the filing of the petition [in bankruptey or of the original petition] 
initiating a proceeding under [chapter X, XI, XIL or XIII of] this Act, by on 
against him. Where, by such laws such liens are required to be perfected an 
arise but are not perfected before bankruptcy, they may nevertheless be valid, 
if perfected within the time permitted by and in accordance with the requiren 

of such laws, except that if such laws —— lire the liens to be perfected 
seizure of property, they shall instead be perfected by filing notice thereof wit! 
the court. 

c. Where not enforced by sale before the filing of a petition [in bankrupt 
or of an original petition] ¢nitiating @ proceeding under [chapter X, XI, XII, o1 
XIIT of] this Act, and except where the estate cf the bankrupt 1s solvent 1) thoug] 
valid against the trustee under subdivision b of this section, statutory liens, includ 
ing liens for taxes or debts owing to the United States or to a v State or any sub 











division thereof, on personal propert V not accompal ied VY possession of s cl 
property, and liens, whether statutory or not, of distress for rent shall be post 
poned in payment to the debts specified in clauses (1) and (2) of sul 


of section 64 of this Act and [, except as against other lie ns,J Sut liens 
yr for rent shall be restricted in the amount of their payment to the same extent 








as provided for wages and rent respectively in subdit ma of section 64 of thi 
Act; and (2) the provisions of subdivision of t! on to the contrary notwith 
sland ling, statutory liens created or re: ognized f he vs of any State for d 
owing lo any person, in cluding any State or ar SUDAUVISLO a ther if, on ‘pe SOT 
properly not accompar oa by poss ssion of, or by li ipon or by sequestration o 
distraint of, such property, shall not be valid against the istee: Provided, ho é 
That so mu ch = clause (1 of this subdivisio.r a ‘ ric ns fo ages and rent 
and ( lause (2 f this s thd vision c sha nol ap) fu yroceed ngs nde ha pte x 
of this Act, unless an wae shall be e l therein directing that bankruptcy 
proceeded with, or in proceedings under section ‘ f this Act The court may o7 
duce nolrwe orde r so mu h of any LEM tt CLCESS f the é ed amount unde f 

(J and ANY (LEM inva id inder clause ?) of , ip S cio be p S lf 

be ne fil of th estat and, in any s ich ¢ ni, Sucl / , 4 } 

lien. as the cas may he. shall pass fo the istce. 


d. (2) Every transfer made and every obligation incurred by a debtor withi 
one year prior to the filing of a petition [in bankruptcy or of an original petition] 
tnitiating a proceeding under [chapter X, XI, XII, or XIII of] this Act by o1 


against him ts fraudulent (a) as to creditors existing at the time of such transfer o7 
obligation, if made or incurred without fair consi at ic by a debtor is or 





will be thereby rendered insolvent, without regard to his actual intent; or (b) as te 
then existing creditors and as to other persons who become creditors during the 


continuance of a business or transaction, if made or incurred without fair nsidera- 
tion by a debtor who is engaged or is about to engage in such business or trans- 
action, for which the property remaining in his hands is an unreasonably small 
capital, without regard to his ac t; or s to ther isti ind future 
creditors, if made or incurred wit ideration by a debtor » intends 





to incur or believes that he will incur debts beyond his abilitv to pav as they 
mature; or a as to then existing and future creditors, if made or incurred wit 
actual intent as distinguished from intent presumed in law, to hinder, delay, or 
defraud bithe r existing or future ereditor 

3) Every transfer made and every obligation incurred by a debtor who 7 





is or wall therel WN he re? idered i? solvent, witl in four l prior the ft ia 
petition [in bankruptey or of : riginal petition ing a proceeding unde 

{chapter X, XI, XH, or XIII of tl is Act by or a him is fraudule 

then existing and rar ereditors: (a) if made or incurred in contemplation of the 
filing © fa pet tition rnitiating a proce¢ ling inder tha ict by o age t the dehtor 
or en aoe mplation of liquidation of all or the greater portio of the debtor’s property 


with intent to use the consideration obtained for [the] such transfer or obligation, 
to [effect a preference to a third person voidable under section 60 of this Act] 
enable any creditor of such debtor to obiain a greater percentage of I 1s deht thar »? 

othe r creditor of the Sa nie class and b uf the tran fi ee OF oblaaes of ch trar cfs r 
or obligation, at the time of such transfer or obligation _ knew or believed that the debtor 


intende d to make such use of such consideration. The lies of the trustee for the 
avoidance of such transfer or obligation and of [suc 1a ing preference shall 
be cumulative: Provided, however, That the tm an es hall be entitled to lv one 


satisfaction with respect thereto, 
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(4) Every transfer of partnership prope rty and every partnership obligation 
incurred within one vear prior to the filing of a petition [in bankruptcy or of an 
origina! petition] initiating a petition under Echapter XI or XII of] this Act by 
or against the partnership, when the partnership is insolvent or wil! be thereby 
rendered insolvent, is fraudulent as to partnership creditors existing at the time 
of such transfer or obligation, wit! 10ut regard to actual intent if made or incurred 





(a) to a partner, whether with or without a promise by him to pay aetna 
deb ts, or (b) to a person not a partner without fair consideration to the partner- 
s s distinguished from consideration to the individual p: artners, 


(5) F r the purposes of this subdivision d, a transfer s iali be deemed to have 
been made at t time when it became so far oe ected that no bona fide pur- 
chaser from the debtor {and no credit: tJ could thereafter |} 
rights in tl 
bi 


‘r 
l 


inve acquired any 
le property so trai isferred superior to i. rights of the transferee therein, 

t, if such transfer is not so perfected prior t to the filling of the petition [in hank. 

ruptey or . the original petition] initiating a proceeding under [Echapter XI « 
NTI of] this Act, it shall be deemed to have been made immediately before t} 
filing it otiah petition 

6) A transfer made or an obligation incurred by a debtor adjudg d a bankrupt 
under this Act, wh ich is fraudulent under th is subdivision d against creditors of 
such debtor having claims provable under this Act, shall be null aca void against 
the trustee, except as to a bona fide purchaser, lienor, or obligee for a present 
fair equivalent value: Promded, however, That the court man, on due noti ‘e, order 
such transfe r oor obligation to he Prese ned for the b nefil of the estale an l, in such 
event, the trustee shall succeed toand enforce the rights of such transferee or obliqee; 
And provided further, That such purchaser, lienor, or obligee, who without actual 
fraudulent intent has given a consideration less than fair, as defined in this sub- 
division d, for such transfer, lien, or obligation, may retain the property, lien, or 
obligation as security for repayment. 

Src. 69d. Upon the filing of a petition under this Act, a receiver or trustee, 
[not] appointed in proceedings not under this Act, of any of the property of a 
bankrupt, an assignee for the benefit of creditors of a bankrupt, or an agent authorized 
to take possession of or to liquidate any of the property of a bankrupt shall be ac- 
countable to the bankruptey court, in which the proceeding under this Act is 
pending, for any action taken by him subsequent to the filing of such bankruptcy 
petition, and shall file in such bankruptey court a sworn schedule setting forth a 
summary of the property in his charge and of the liabilities of the estate, both as 
of the time of and since [appointment] becoming receiver, trustee, assignee, or 
agent, and a sworn statement of his administration of the estate. Such receiver 
[or] trustee, assignee or agent, with knowledge of the filing of such bankruptcy 
proceeding, shall not make any disbursements or take any action in the adminis- 
tration of such property without first obtaining authorization therefor from the 
bankruptcy court. 

Sec. 70a. The trustee of the estate of a bankrupt and his successor or succes- 
sors, if any, upon his or their appointment and qualification, shall in turn be 
vested by operation of law with the title of the bankrupt as of the date of the 
filing of the petition [in bankruptcy or of the original petition proposing an ar- 
rangement or plan) initiating a proceeding under this Act, except insofar as it is 
to property which is held to be exempt, to all of the following kinds of property 
wherever located (1) * * * 

All property, wherever located, except insofar as it is property which is held to be 
exempt, which vests in the bankrupt within six months after bankruptcy by 
bequest, devise, or inheritance shall vest in the trustee and his successor [and] or 
successors, if any, upon his or their appointment and qualification, as of the date 
when it vested in the bankrupt, and shall be free and discharged from any trans- 
fer made or suffered by the bankrupt after bankruptcy. 

All property, wherever located, except insofar as it is property which is held to be 
exempt, in which the bankrupt has at the date of bankruptcy an estate or interest 
by the entirety and which within six months after bankruptcy becomes transfer- 
able in whole or in part solely by the bankrupt shall, to the extent it becomes so 
transferable, vest in the trustee and his successor [and] or successors, if any, 
upon his or their appointment and qualification, as of the date of bankruptcy. 

The title of the trustee shall not be affected by the prior possession of a receiver 
or other officer of any court. 

Sec. 70c. The trustee may have the benefit of all defenses available to the 
bankrupt as against third persons, including statutes of limitation, statutes of 
frauds, usury, and other personal defenses; and a waiver of any such defense by 

e bankrupt after bankruptey shall not bind the trustee. The trustee, as to all 


r 
1c 
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— 


property (of the bankrupt), whether or not coming into possession or control ¢ 


the court, upon which a creditor of the bankrupt could have obtained a lien by legal 
or equitable proceedings at the date of bankruptcy, shall be deemed vested as « 
(the) such date (of bankruptev) with all the rights, remedies and powers of a 
creditor then holding a lien thereon by (legal or equitable) such proceedi: 
whether or not such a creditor actually exists. 

Sec. 70e (2). All property of the debtor affected by any such transfer shall be 
and remain a part of his assets and estate, discharged and re leased from such 
transfer and shall pass to, and every such transf 
the trustee for the benefit of the estate: Prot 
duc notice orde r such transfer or obligation lo he yreserved for the he) ef 4 of he est 
and in such event the trustee shall succeed to and ma enforce the rights of sucl 
feree or obligee. Vhe trustee shall reclaim and reeover such property orc leet its 
value from and avoid such transfer or obligation whemever may ] 
have received it, except a person as to whom the tr: - obligation specified in 
paragraph | (1) of this subdivision e is valid under a Federal or Siate laws. 

(Sec. 70h. Whenever an arrangement or wage-earner plan shall be set aside or 
discharge re voked, the trustee shall, upon his appointment and quali ion, | 
vested as herein provided with the title to all of the property of the bankrupt as of 
the date of the final deeree setting aside the arrangement or wage-earner plan or 
revoking the discharge.) 

[Sec. 118. The judge may transfer a proceeding under this ¢ shapter to a court 
of bankruptcy in any other district, regardless of the location of the principal 
assets of the debtor or its principal place of business, if the interests of the parties 
will be best served by such transfer.] 

Sec, 224 (4) distribution shall be made, in aceordanes with the provisions of 
the pian, to creditors and stockholders (a) proofs of whose claims or stock have 
been filed prior to the date fixed by the judge and are allowed, or (b) if not so 
filed, whose claims or stock have been listed by the trustee or scheduled by the 
debtor in possession [as fixed claims or stock, liquidated in amount] and are not 
contingent, unliquidated or disputed. 

Sec. 229. a. A plan shall be deemed to have been substantially consummated if, 
insofar as applic able, each of the following events has occurred: 

eT ne transfe r, sale or other disposition of ali or 8 ub stantially all of the property 


4 


o> 








] 
wold or 








dealt with by the plan p ersuant to the provisions of f the plan; 
““(2) assumption of ope ration of the business and management of all or sub- 
stantially all of the property dealt with by the plan by the de 


tion 


ised for the pur pose of carrying out the plan; and 
3) commencement of the d str butior to red fors a l stockholder affe te 
by the plan, of the cash and securities specified in the plan as provided for in 
section 224 of this Act. 
eal’ Upon notice to the trustee, the debtor, the Securities and Erchange Commission 
and such other persons as the judg: may designate, the trustee, the debtor in possessior 





the corporat on to which the assets of the debtor ar e transte l under th pla 

° } 7 } 
or any othe party in interest may apply to the or an orde leclaring the pla 
to have been s thstantially con: immated inde r th Provisions of s oa sion a of this 


section. 
, , , i ae 

‘*e. When a plan has been substantially consummated as defined in subdivision a 

f this prt, . order | } my } q oy hdintve a» - f ths cert n i} 
oO ws section, or an orde ias peen entered i? a pLUWiTsion ) 0, tis sé On Lfi¢ 
plan mau not thereafter be alté f 1 or mod fied f the Pp ODO ed alte ration o7 mod fi a- 
~— mater ake ny ad ersely affects the pa t pation pro led for an dé lass of Cre l lo 

stock ho Ider ; y the p lar i. 





SeEc. 238 (3 on lv claims for taxes egally due and o ving to the U'nited S‘at 
any S'ate or any suh ty sion thereof at the time of fi ing of OFigrTit pret Y 
this Act and such claims as provable under Section 63 of this Act shall b 
allowed[, and claims not already filed may be filed prior to the expiration of 
three months after the first date set for the first meeting of creditors as provided 
in section 55 of this act, or, if such date has been previously set, then prior to 
the expiration of three months after the mailing of notices to creditors of 
entry of the order directing that bankruptcy be proceeded with]; and, as lo any 
such claims not already duly filed, where the petition was filed under section 1 of this 
Act and ano “le r sclliy q ihe first dat for the Jirst mee ung of ¢ lifors was n I, fore 
the ji ing of such pe ilion _ the date of meiliz q of notice to cred rs of Le ¢ / of thie 
order directing that bankruptcy be proceeded with shall, for the purposes of sub- 


dit ision mn of s sec'ion 57 of this 7 t he deemed to be the first date set for the first mee ng 
of creditors: Provided, however, That if the time for filing claims in a pending bank- 
rupte yY procee ling had XD red prior io the fi ing of a p lay rice i} ohe pt 
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‘laims not filed within the lime prescribed cr as permitted by subdivision n of section 
57 of this Act, shall not be allowed in the reinsta’ed bankruptcy proceeding. 

Sec. 265a (11) the orders directing [liquidations of estates] that bankruptcy 
be proceeded with, or adjudging the debtors bankrupt and directing that bankruptcy 
i proceeded with or dis nissing proceedings; 

Sec. 324. The petition shall be accompanied by 





1) a statement of the executory contracts of the debtor, L; 2) 7} an 
iles and statement of affairs, if not previously filed[;]: Provided, h 
f the debtor files with th pe ‘ition a list of his creditors and their a 
j of his G els and abil Les, the COU may, Or appl ‘ation l j the 
rant for cause shown further time, not exceeding ten days, for filing th 
/ ory ) acts and the s hedules and s'eate ment of affar s, and 
i f by } ents uded except a suse shown and on such notice and fa si h p Ons 
f c€0 t? lire and 








Sec. 328. The judge may, upon application of the Securities and E. 
’ s70n or a) partly in interest, and upon such notice to the debt 
und Erchan re Commission, ind to such other persons as the j 1 
finds that the procee / ngs s§ hould have been bro ight un ler chapter 
nm order ad missing the procee lin 7S un le) this h rpt r, unless, 
he J ge sha fix the petition be amen | l to cor ply vith the eq 
X for the filing of a debtor’s p tition or a creditors’ petition un 
filed I non t? filir q of such amended pe tition. or of such ere 
he ! nent ich add onal fees as me i be equire i to »” 
fhic ic h ame led petition o editors’ petition ehel) fh eafter all pur- 
ses Of chaple X of t) ict, be deemed to have been orig lly filed und such 
hapter 
S oO in which the debtor shall lepo it, ins ich place as 
shy: be ibject to the order of the court, the consi leratio he 
f ani t ie creditors, the money necessary to pav all debts 
i have priority, unless such priority creditors shail have waived their claims 
r it for 
) the costs 
wa , in ich 
thee ap 
) f ng f 
he attor 
\ trt and 
” hose 
sputed 
} i} n- 
} 1? fhe 
irra? x 
hich were 
er expenses 





such meeting the creditors May appoint a « 





cen designated or appointed under this Act, and, if a trustee ha 
‘n appointed, may nominate a trustee who shal thereafter be 








court in case it shall become necessary to minister the estate 
as provided under this cha : 
If the time for filing claims in a pending bankruptcy proceeding 
‘ior to the filing of a petition under this chapter, claims provable 


ion 63 of this Act, and not filed within the time pre 
tion 57 of this Act, shall not be allowed in the proceec 
pate in an arrangement under this chapter, and shall not be 
ruptey proceeding when reinstated as provided in this chapter.] 

Sec. [355] 354. Upon the entry of an order under the provisions of this 
chapter directing that bankruptey be proceeded with, only claims for taxes legally 
lue and owing to the l'nited States or any subdivision the eof at the time of filing 
\f the original petition under this Act and such claims as are provable under section 
3 of this Act shall be allowed; and, as to any such claims not already duly filed, 
ere the petition was filed nd r section 321 of t/ is At t a d an order selling the jirst 
e for the first meeting of creditors was made before the fil 
late of mar > ’ 





{ 


test 





J iny of such petition, the 
ing of notice to creditors of the entry of the order directing that bankruptcy 
) wroceeded with shall, for the pur poses of subdivision n of section - of this Act be 
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deemed to he the first date set for the first meeting of creditors: Provided, he 





f the time for filing claims in a pending bankruptcy pre ding had ea} 1 
the fi ing ofa petition inder this chapter rims not filed within the time } 7 





as permitted by subdivision n of section 5 t (ct shall not be allows +} 
¥ } } ? oe 5 ag 
stated ankruvt proceeding L and. except as prov ded it ectiol of \ 
claims not already filed mav be filed within thr nthe after 4 Keck dat : 
for the first meeting of creditors, held pursuant to s« n 55 of tl 4 
date has previously been set, then within thi afte ’ 
creditors of t} ‘ntrv of the order dirs n i ynkrupteyv be | 4 
SEc. 366. The ce t shall conf ’ 1 
1) the x si if this upter ha 
2) it is for I rests of the 
er 
[(3) it is leq 1 1 wible:J 
L } J t ) is ) er t f 
Pea” . ; 
anv OT 1 » auti j } ‘ ; . 
£(5)J 3a 
i y 
Aha 
f 
~ E 7 : 
wer vida ; ‘ ’ , : 
rig pro ! . 
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a 
wed 
er 
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> 4 I 1a 
a ia 
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SEC. 34 f f 
i i i } , 
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s refused, ' 
See 8] 8 
fey 
‘ } ' 


1s they are 7 0 } j } 
tr the d ) } ' } 

deblor a the confirn if #) ul 

yrder dir ( ng ty f tr) / f 

to the property of the debt and 1} } f 

inkr CY s} he tal i he } L¢ / 

bankr ipicy pro if 
EC 124. The peti yn shall be accompanied by 
1) astatement of the executory contracts of » debtor [[; (2)] and {- 





statement of affairs, if not previously filed: Provided, / ‘ TI 
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the debtor files with the petition a list of his creditors and their addresses and a sum- 
mary of his assets and liabilities, the court may, on application by the debtor, grant 
for cause shown further time, not exceeding ten days, for filing the statement of the 
executory contracts and the schedules and statement of affairs, and such time shall 
not further be extended except for cause shown and on such notice and to such persons 
as the court may direct; and 

[(3)]} (2) payment to the clerk of the fees, if not already paid, required [to be 
collected by the clerk under} by this Act. 

Sec. 459. Upon the entry of an order under the provisions of this chapter 
directing that bankruptey be proceeded with, only claims for taxes legally due and 
owing to the United States or any State or any subdivision thereof at the time of the 
filing of the original petition under this Act and such claims as are provable under 
section 63 of this Act shall be allowed, and claims not already filed may be filed 
{within three months after the first date set for the first meeting of creditors, held 
pursuant to section 55 of this Act} in accordance with the provisions of subdivision 
n of section 57 of this Act. 

Sec. 472. The court shall confirm an arrangement if satisfied that 

(1) the provisions of this chapter have been complied with; 

(2) it is for the best interests of creditors and is fe asible: 

(3) it is fair and equitable, and feasible;J 
£(4)] (3) the debtor has not been guilty of any of the acts or failed to perform 
any of the duties which would be a bar to the discharge of a bankrupt; 

£(5)} (4) the proposal and its acceptance are in good faith and have not been 
made or procured by any means, promises, or acts forbidden by this Act; and 

£(6) J] (4) all payments made or promised by the debtor, by any person issuing 
securities or acquiring property under the arrangement or by any other person, 
for services and for costs and expenses in, or in connection with, the proceeding 
or in connection with and incident to the arrangement, have been fully disclosed 
to the court and are reasonable, or, if to be fixed after confirmation of the arrange- 
ment, will be subject to the approval of the court. 

Confirmation of an arrangement shall not be refused solely because the interest of a 
debtor will be preserved under the arrangement. 

Sec. 473 (3) distribution shall be made, in accordance with the provisions of 
the arrangement, to the creditors, proofs of whose claims have been filed pricr 
to the date fixed by the court and are allowed, or, if not so filed, whose claims 
have been scheduled by the debtor [as fixed debts, liquidated in amount and not 
disputed:] and are not contingent, unliquidated or disputed: Provided, however, That 
where such debts are objected to by any party in interest, the objections shall be 
heard and summarily determined by the court. 

Sec. 481. If the statement of the executory contracts and the schedules and state- 
ment of affairs, as provided by paragraph (1) of section 424 of this Act, are not 
duly filed, or if an arrangement is withdrawn or abandoned prior to its accept- 
ance and no other arrangement is pending, or if no arrangement is accepted 
at the meeting of creditors or within such further time as the court may fix, or 
if the money or other consideration required to be deposited is not deposited or 
the application for confirmation is not filed within the time fixed by the court, 
or if confirmation of the arrangement is refused, the court shall 

Sec. 486. Where after the confirmation of an arrangement, the court shall enter 
an order directing that bankrupicy be proceeded with 

(1) the trustee shall, upon his appointment and qualification, be vested with 
the title to all the property of the debtor as of the date of the entry of the order 
directing that bankruptcy be proceeded with; 

(2) the unsecured debts incurred by the debtor after the confirmation of the 
arrangement and before the date of the entry of the final order directing that 
bankruptcy be proceeded with shall, unless and except as otherwise provided in 
the arrangement or in the order confirming the arrangement, share on a parity 
with the prior unsecured debts of the same classes, provable in the ensuing bank- 
ruptcy proceeding, and for such purpose the prior unsecured debts shall be 
deemed to be reduced to the amounts re spectively provided for them in the arranae- 
ment or in the order confirming the arrangement, less any payment made there- 
unde ay and 

3) the provisions of chapters I to VII, inclusive, of this Act shall, insofar as 
they are not inconsistent or in conflict with the provisions of this section, apply 
to the rights, duties, and liabilities of the creditors holding debts incurred by the 
debtor after the confirmation of the arrangement and before the date of the final 
order directing that bankruptcy be proceeded with, and of all persons with respect 


/ 


to the property of the debtor, and, for the purposes of such application, the date 
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of bankruptcy ) shall be taken to be the date of the éntry of the order d lung that 

bankrupte y i proceed d with. 

EC. 624. The petition shall be accompanied 

1) by & statement a aaeaeatees coutracts of 1 det orf: ) by], y 
schedules and statement of affairs, if not previous! led: Provide 
That uf th debtor files with the petition a list of his credits md 


( é ses and 
ss eal be 1 liabilit } / ' ' if t} by 

a summary oJ Mis assets ane rabriilies, the cour nay, on appli mt OF e debtor, 

grani for causeé she . further time, not ex eed ng len da {8 "O Riing the tlement of 

the execitory cont ee eed th schedules and statement of affairs, are hit shat 

nol furthe r be ext nded excé pl for ca ise showna d 0) ich 7 pe ons 


' 


as the court ma airect,; and 


/ 

£(3)] (2) where a petition is filed under section 622 of this Act, by paym 
in tha cheek of SEK tn es Minteitartod $10 to the Treasury of the United Stat for 
deposit in the referees’ salary fund ang $5 to the clerk, i eu of the fees of 517 
and $8 as prescribed in sections 10 and 52 of 1 s Act: Provided, howe Cha 
fees may be ete th an horized bv General Order of Sup! e 
Court of the United States. 

(Sec. 643. If the time for filing claims in a pending bankrup ling has 
expired prior to the pom. gel a petition _ r this chapter, claims provable under 


section 63 of this Act and mn t filed within the time prescribed by bdivisior of 
section 57 of this Act, sha ha not be allowed 

















in the p sor ps ipa in a 
plan under this chapter, and shall not be allowed in 1 ‘ iptey proceeding 
when reinstated as provided in this chapter.] 

Sec. [644] 643. Upon the entry of an order under the provisions 0 wwter 
directing that bankruptcy be proceeded with, only claims for tax gall, eand 
WING to the United States or any State or any & bd sion the eof at the time f the 
filing of the original petition under this Act and such claims as are provab lap 
section 63 of this Act shall be allowed[[, and, except as provided in section 643 of 
this Act, claims not already filed may be filed within three months after the first 
date set for the first meeting of creditors, held pursuant to section 55 of this Act, 
or, if such date has previously been set, then within three months after the mailing 
of notice to creditors of the entry of the order directing that bankruptcy be pro 
ceeded with J a d, as to any s ch claims not alre idy d ily f / here the pe on 
under this chapte as filed under section 621 of ti Act and an ord setting the 
first date for the ji st meeting of creditors was made before the filing of suc Y, mM, 
the date of mailing of notice to cred tors of th f ne y of the ) ( directing thai bh ink- 
rupley be proceeded with shall, for the purposes o hd on ? if section 57 of this 
Act, be dee med to be the first a set for the ji Si é ng oj cred rs P I ho 
ever, That if the time f r ing claims na p nq ba i] Uo pro q had 
expired prior to the filing 0 f a pe c ition iy de r ty chapter, claims not fil } an ath n the 
time pre scribed or as pe rmitted hy subd s20n. ? Fe ) } ict s/ nol he 
allowed n the retnstater l ban krupt ty proc eding 

Sec. 656. (a) The court shall confirm a plan if satisfied tha 

(1 the provisions f this chapter have been complied wi 

(2) it is for the best interests of the « redit rs nd f : 

[(3) it is fair and equitable, and feasible ;] 

(4) ] (3) the debtor has not been guilty of any of the acts or failed to rform 
anv of the duties which would be a bat to the discharge I hs und 





[(5) 1) the proposal and its acceptance are in good 


made or procured by any means, pron ises, or acts forbidden by t] Xi 

Confi mation of ap lan shall not he ef { lel } / for 
will be preserved under the plan. 

Sec. 6600. U pon compliance DY the debtor wit! he pro isions of e pia | 
upon comple tion of all payments to b iade there ler. the ec S ( er al 
or< der dischargin g the debtor from all his debts and liabilities provided for by the 


plan, [and i conte denied participation in the plan by section 643 of tl \ct,J 


but excluding ch det ts as Ewhiel are not dischar able under section 17 of is 
Act held by cre ditors who have not aecepted the 

Sec. 661. If at soR ere yn of three irs a ( ' { n the 
debtor has not completed his } ments ther \ , 


- yn the soniiontion of the debtor and after | 
> fs ailure of t 


wl he could not be justly held ae intable, enter : rder d irg the 
cs from all his debts and labilit provided for by the plan, [[and all debts 
denied p irticipation in the plat bv secti 643 t \ ba it « lir 

debts as [v hich are not dischargeable akon , r of ¢ A nd “ee 
creditors who not accepted the pla 
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Sec. 666. If the statement of the executory contracts and the schedules and statement 
of affairs, as provided by paragraph (1) of section 624 of this Act, are not duly 
filed, or if a plan is not proposed at the meeting of creditors or within such 
further time as the court may fix, or if the plan is withdrawn or abandoned prior to 
its acceptance, or if the plan is not accepted at the meeting of creditors or within 
such further time as the court may fix, or if the deposit required under this chapter 
and under the plan is not made or the application for confirmation is not filed 
within the time fixed by the court, or if confirmation of the plan is refused, or if 
after confirmation a debtor defaults in any of the terms of the plan, or if the plan 
terminates by reason of the happening of a condition specified in the plan, the 
court shall 

Sec. 669. Where, after the confirmation of a plan, the court shall enter an order 
directing that bankruptcy be proceede d with— 

(1) the trustee shall, upon his appointment and qualification, be vested with 
the tille to all the property of the debtor as of the date of the entry of the order 
directing that bankruptcy be proceeded with; 

(2) the unsecured debts incurred by the debtor after the confirmation of the 
plan and before the date of the entry of the final order directing that bankruptcy 
be proceeded with shall, unless and except as otherwise provided in the plan or 
in the order confirming the plan, sharefon a parity with the prior unsecured 
debts of the same classes, provable in the ensuing bankruptcy proceeding, and for 
such purpose the prior unsecured debts shall be deemed to be reduced to the amounts 
respectively provided for them in the plan or in the order confirming the plan, 
less any payment made thereunder; and 

(3) the provisions of chapters I to VII, inclusive, of this Act shall, insofar 
as they are not inconsistent or in conflict with the provisions of this section, 
apply to the rights, duties, and liabilities of the creditors holding debts incurred 
by the debtor after the confirmation of the plan and belfore the date of the final 
order directing that bankruptcy be proceeded with, and of all persons with respect 
to the property of the debtor, and, for the purposes of such application, the date 
of bankruptcy shall be taken to be the date of the entry of the order directing that 
bankruptcy be proceeded with. 

Sec. 55, (a) All Acts or parts of Acts inconsistent with any provisions of this 
amendatory Act are hereby repealed. 

(b) If any provision of this amendatory Act or the application thereof to any person 
or circumstances is held invalid, such invalidity shall not affect other provisions or 
applications of this amendatory Act which can be given effect without the invalid pro- 
vision or application, and to this end the provisions of this amendatory Act are de- 
clared to be severable. 

Sec. 56. Errect or THE AmenpDaTory Act.—(a) Nothing herein contained 
shall have the effect to release or extinguish any penalty, forfeiture, or liability incurred 
under any Act or Acts of which this Act is amendatory. 

(b) The provisions of this amendatory Act shall govern proceedings so far as practi- 
cable and applicable in cases pending when it takes effect; but proceedings in cases 
then pending to which the provisions of this amendatory Act are not applicable shall 
be disposed of conformably to the provisions of said Act approved July 1, 1898, and 
the Acts amendatory thereof and supplementary thereto. 

Src. 57. This amendatory Act shall take effect and be in force on and after three 
months from the date of its approval. 
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Mr. FricrHan, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 2240] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 2240), to amend section 40 of the Bankruptey Act, so as to increase 
and fix the salary of full-time referees and to authorize increased 
salaries for part-time referees, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

STATEMENT 


The purpose of the proposed legislation is to increase the limit of 
salaries of full-time referees from $10,000 per annum to $12,500 per 
annum, and to increase the limit on the salaries of part-time referees 
from $5,000 per annum to $6,000 per annum. This legislation has 
the endorsement and recommendation of the Judicial Conference of 
the United States as set forth in the report received from the Adminis- 
trative Office of the United States Courts, dated October 25, 1951, 
which is attached hereto. 

The bill, as introduced, set an automatic salary for full-time referees 
at $12,500, while the bill, as amended and passed by the Senate, 
leaves the actual amount to be received by referees to be set by the 
Judicial Conference of the United States and only raises the limit to 
$12,500, to which the Judicial Conference may go if, in its judgment, 
such referee is entitled to that salary. Referees in those jurisdictions 
where the workload is not too heavy would, of course, receive salaries 
below the limit authorized. This bill does aot raise the salary of any 
referee but leaves such increase to the discretion of the 
ference 


Judicial Con- 
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The Department of Justice in its report, dated December 12, 1951, 
which is attached hereto, does not object to the salary raise and ap- 
proves the bill in its present form. 

The salary system of compensating referees for their services has 
been more than se if-sustaining since its establishment on duly 1 1947. 
As a matter of fact, there was a surplus in the referees’ a fund 
from which their salaries are paid of $1,078,876 as of December 31, 1951. 
Annual salaries paid the referees now total approximately $870,000 as 
compared with annual payments into the salary fund by parties to 
bankruptcy proceedings of about $1,250,000 thus leaving an annual 
surplus at present of some $380,000. The estimated cost of the 
increase provided by S. 2240) is $200,600 per annum which is well 
within the current yearly surplus so that the increase would cast no 
burden on the general funds of the Government. None of the regular 
Federal Pay Act increases have been applicable to referees in bank- 
ruptey. The increases in the salary limits provided in S. 2240 will 
be no more than the cost-of-living increases provided for other Federal 
employees. 

The committee believes that the bill is meritorious and recommends 


its favorable consideration. oe 


ADMINISTRATIVE OFFICE OF THE UNITED STATES Courts, 
Washington, D. C., October 25, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


DeAR SENATOR McCarran: In the absence of Mr. Chandler from Washington 
I am replying to your request of October 11, 1951, for a report upon S. 2240 
introduced by Senator Kefauver, which would amend section 40 of the Bank- 
ruptey Act so as to inerease and fix the salary of full-time referees and to authorize 
increased salaries for part-time referees. This bill is identical with H. R. 3337 
Righty-second Congress, first session, introduced by Congressman Bolling on 
March 20, 1951. 

At present salaries of all referees are fixed by the Judicial Conference of the 
United States, in the light of the recommendations of the circuit councils, made 
after advising with the district judges of their respective circuits and of the 
Director, within a maximum limit of $10,000 per annum for full-time referees 
and within a maximum limit of $5,000 for part-time referees. S. 2240 if enacted 
would provide a fixed salary of $12,500 for all full-time referees and a maximum 
of $6,500 per annum for all part-time referees, the amount of the latter to be fixed 
by the Judicial Conference of the United States as at present. 

Pursuant to the direction of the Judicial Conference of the United States at 
a special session held in Washington, D. C., on March 19 and 20, 1951, Mr. 
Chandler, on May 7, 1951, circulated among the circuit and district judges (1) a 
copy of a bill introduced by Congressman Byrne (H. R. 1651, 82d Cong.) which if 
enacted would raise the maximum limit on the salaries of full-time referees from 
$10,000 to $13,000 per annum, and on those of part-time referees from $5,000 to 
$6,500 per annum, the salaries for both full-time and part-time referees to be 
fixed by the Judicial Conference of the United States as at present; (2) a report 
of a special committee of the National Association of Referees in Bankruptcy 
recommending that all full-time referees receive a fixed salary of $12,500 per an- 
num, and that part-time referees receive salaries to be fixed by the Judicial 
Conference at rates not exceeding $6,500 per annum; (3) a bill introduced by 
Congressman Bolling (H. R. 3337, 82d Cong.) which as stated above is a 
with 8. 2240 embodying the recommendations contained in such report and (4) an 
estimate prepared by Mr. Covey of the Bankruptcy Division of this office 7 the 
increase in the annual cost of salaries of referees which might be entailed by the 
various proposals depending upon the action taken under them by the Judicial 
Conference and the relation of the increases to the referees’ salary fund. Mr. 
Chandler requested the circuit and district judges, the judicial conferences and 
the judicial councils to express their views upon the bills as well as upon the 
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general question of compensation for the referees in bankruptey. The Judicial 
Conference at its March session further directed that all views expressed be com- 
municated to the committee on bankruptey administration of the conference for 


its consideration and that the committee make further report to the conference 


at its next regular meeting 
The committee on bankruptcy administration of whieh Chief Judge Orie L 
Phillips of Denver, Colo., is chairman, met on July 30, 1951 It had before it the 


letters expre ssing the views of the district judges and the eireulit conferences so 








far as they had acted upon the question. rhe committee was of the opinion 
that in view of the steady increase in the cost of living since the establishment in 
1947 of the salary system for compensating referees, especially in the metropolitan 
areas where many of the full-time referees are located, the maximum limits upon 
the salaries of referees should be raised. The committee considered, however, 
that there were a number of districts in which it was desirable to provide full-time 
referees as at present but in which conditions would not warrant the maximum 
salary and in which competent referces would be willing to accept full-time 
appointments at less than the maximum. Consequently it would not favor a 


fixed salary for all full-time referees as it felt that a fixed salary would destroy the 
flexibility of the present system and would be likely to increase unduly the cost 
of the system. 

The chairman of the committee reported to the Judicial Conference at its 
regular session held in Washington on September 24 to 26, 1951, that 
mittee preferred the Byrne bill (H. R. 1651) and reeommended its approval witt 
an amendment fixing the maximum salary for full-time referees at $12,500 and 
for part-time referees at $6,000, both to be fixed by the Judicial Conference of the 
United States as under the present law. 

The conference approved the recommendation. 

So far as T am informed no bill has been introduced in the Senate embodying 
specifically the provisions of H. R. 1651 introduced by Congressman Byrne in 
the House of Representatives. I enclose a draft of a bill embodying the provisions 
recommended by the Judicial Conference. 

Should hearings be held on any of these bills we would be pleased to furnish any 
information we can to vour committee. 

Sincerely vours 





the come 





ELMORE WHITEHURST, 
Assistant Director 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., December 12, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, United States Senate 
Wasi ington, dD. ( 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (5S. 2240) to amend section 40 of the 
Bankruptcy Act, so as to increase and fix the salary of full-time referees and to 
authorize increased salaries for part-time referees 

Section 40 of the Bankruptey Act (11 U.S. C. 68) provides that the salaries 
of referees shall be fixed by the Judicial Conference at rates of not more than 
$10,000 per annum for full-time referees and not more than $5,000 per annum 
for part-time referees. It also provides that during the tenure of any full-time 
referee, his salary shall not be reduced below that at which he was originally 
appointed nor changed more often than once in any 2 years or in an amount of 
less than $250. 

The bill would amend section 40 so as to fix the salaries of all full-time referees 
at $12,500 per annum, and increase the maximum salary limitation for part-time 
referees to $6,500 

Whether legislation to increase the salaries of referees in bankruptey should 
be enacted involves a question of policy concerning which this Department prefers 
not to make any recommendation. There would appear to be some question, 
however, as to the wisdom of placing all full-time referees on the same salary level 





and depriving the Judicial Conference of its present power to fix 1 salary ata 
rate lower than a certain Maximum when conditions seem to so re rm The 
annual report of the Director of the Administrative Office of the United States 


Courts for the fiscal vear 1951 states that at the end of that vear there were 
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55 full-time referees of whom approximately two-thirds received the maximum 
salary of $10,000. It would appear that since approximately one-third of these 
positions were not then considered deserving of the maximum salary, this propor- 
tion might be even larger should the salary be increased to $12,500. While this 
Department would have no objection to increasing the maximum salary of full- 
time referees to $12,500, it would seem advisable to retain the present provision 
of section 40 authorizing the Judicial Conference to fix the salary within that 
limitation rather than to require that all should be paid the same salary. 
It is assumed that the committee has obtained the views of the Administrative 
Office of the United States Courts concerning the measure. 
The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this report. 
Sincerely, 
A. Devitr VANECH, 
Deputy Attorney General. 


Attached hereto and made a part of this report is the following 
statistical information furnished by the Administrative Office of the 
United States Courts: 

1. Statement of receipts and disbursements from the referees’ 
salary and expense funds from July 1, 1947, through May 31, 1952. 

2. Estimate of the cost of the proposed changes in referees’ 
compensation. 

3. Salary increases under the various Federal Pay Acts since 1946 
in grades comparable to the maximum salaries provided for part-time 
and full-time referees. 

4. Present salaries of referees tabulated by circuits. 


Bankrputcy—Statement of receipts and disbursements from July 1, 1947, through 
May 31, 1952 
SALARY FUND 











Fiscal years Receipts Disbursements Surplus 
1948 ‘ . . $643, 190 $732, 694 1 $89, 504 
1949 , . : 1, 00S, 596 768, 597 239, 999 
1950 etal ; slab eine s 1, 151, 816 $12, 968 338, 848 
1951 ; oad ‘ 1, 241, 331 845, 696 395, 635 
1952 (first 11 months) ; 1, 157, 988 2 804, 000 2 359, 988 
Surplus May 31, 1952. .._...._-.- ae ‘ | 2 1, 238, 988 
1 Deficit. 
? Estimated. 
EXPENSE FUND 
Fiscal years j Receipts | Disbursements Surplus 
| 
1948... Pe he yk Bo he ee — $692, 604 $574, 441 $118, 163 
1949 ee ee eee eee a dattasoe -| 870, 513 | 715, 645 | 154, 868 
= os : AES sees =f 1, 109, 909 881, 617 | 228, 294 
1951 ate eles ond iat eA 1, 221, 839 975, 904 | 245, 935 





IN RUNNIN oi ca cei anceenetanerhbiiaceindninel 1, 165, 933 | 2990, 000 | 2175, 93% 
Surplus May 31, 1951 : 2 , ook . - ee ed a | 2 923, 191 
Total surplus in both funds, May 31, 1952 an : : , ; | 32, 162, 157 
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Refe rees’ salary fund Statement of rece ipts and disbursements 
FISCAL YEAR 1948 


Advancement from Treasury general fund $350, 000 
Receipts from parties to proceedings 643, 190 


Total receipts for vear 993 190 
Salary payments, fiscal vear 1948 732, 694 
Cash balance on hand June 30, 1948 960. 401 
Deduct Treasury advancement, 1948 350, 000 
Operating deficit, fiscal year 1948 89, 504 


FISCAL YEAR 1949 





Cash balance, June 30, 19 tS, carried forward 260. 496 
Advancement from Treasury general fund 170, 000 
Receipts from parties to proceedings 1. OOS. 596 
J I I ! 
Total receipts for vear 7 1. 439. 092 
Salary payments, fiscal year 1949 768. 597 
Balance 670 pore 
Repayment to Tresaury general fund 170. 000 
Cash balance on hand June 30, 1949 500. 495 
Deduct Treasury advancement, 1948 (unpaid 350, 000 
Net balance, fiscal year 1949 150, 495 





Cash balance, June 30, 1949, carried forward MO, 495 
Receipts from parties to proceedings id1, S16 
Total reeeipts for vear 1 652. 31] 
Salary payments, fiscal year 1950 R12 G68 
Balance Sad, d40 
Repaym« nts to Treasury general fund 250. 000 
Cash balance on hand, June 30. 1950 20 242 
Deduct Treasury advancement, 1948 (unpa 100, OOO 
Net bala e, end of fiseal vear 1950 ISO to 
FISCAL YEAR 1951 
Cash balance, June 30, 1950, earried forward 589, 343 
Receipts from parties to proceedings } 94) 23) 
Total reeeipts for vear 1, $30, 674 
Salary payments, fiseal year 1951 1 845, 696 
Balance Qsx Q7S 
Repayments to Treasury general fund : LOO, OOO 
Cash balance on hand, June 30, 1951 884 978 
FIRST 11 MONTHS, FISCAL YEA 9 
Cash balance, June 30, 1951, carried forward R84. 978 
Receipts from parties to proceedings ] 7 SS 
Total receipts 2 042. 966 
Salary payments (11 months 804. 000 
Cash balance on hand, May 31, 1952 1. 238. 966 
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Referees’ expense fund—Statement of receipts and dishursements 





FISCAL YEAR 1948 








Advancement from Treasury general fund___-......-..---.-.--- $350, 000 
Receipts from parties to proceedings. -........................- 692, 604 
Total receipts for year_-__-- eae Ns a pt OP 1, 042, 604 
Disbursements for expenses, fiscal year oe are 57-4, 441 
Cash balance on hand, June 30, 1948_.................... 468, 163 
Deduct Treasury advance, 1948__--__ ~~~ ee ee ee es 350, 000 
Operating balance, fiscal year 1948_................-..- 118, 163 
FISCAL YEAR 1949 
Cash balance, June 30, 1948, carried forward__....__---_-- Bara ein 168, 163 
Advancement from Treasury general fund___.............---_-- 150, 000 
Receipts from parties to proceedings. _____._..-.---._-----_---- 870, 513 
Total receipts for vear ‘ : Pewetda wie buss 1, 488, 676 
Disbursements for expenses, fiscal year "1949 BO ae ch Fah 715, 645 
nee ee aN 773, 031 
Repayment Treasury general fund___- a Cc ean Bane 150, 000 
Cash balance on hand, June 30, 1949______________-_-_____- 623, 031 
Deduct Treasury advancement 1948 (unpaid)__.__.........-.--- 350, 000 
Net balance, fiscal year 1949 cs pet AaB es 273, 031 
FISCAL YEAR 1950 
Cash balance, June 30, 1949, carried forward__.....__...___.____- 623, 031 
Receipts from parties to proceedings___..._........-...------ 1, 109, 909 
Total reecipts for year tN A I Rc 1, 732, 940 
Disbursements for expenses, fiscal year 1950____._____.....------ S81, 617 
Balance I Ra as an gL Pg ok 851, 323 
Repayment to as general fund eee a i leah 250, 000 
Cash balance on hand, June 30, 1950__.._.__.__........-- 601, 323 
Deduct Treasury advancement, 1948 (unpaid)____...__.......--- 100, 000 
Net balance end of fiscal year 1950______-- 501, 323 
FISCAL YEAR 1951 
Cash balance, June 30, 1950, carried forward___- ; 601, 323 
Receipts : from parties to proceedings : ; 1, 221, 839 
Total receipts for year . 1, 823, 162 
Disbursements for expenses . : ; 975, 904 
eee 7 847, 258 
Repayment t¢ Tre: asury general fund : , 160, 000 


Cash balance end of fiscal vear 1951 _- 747, 258 
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Referees’ expense fund—Statement of receipts and disbursements—Continued 
FIRST 11 MONTHS FISCAL YEAR 1952 


Cash balance, June 30, 1951, carried forward z 747, 258 
Receipts from parties to proceedings eens 1, 165, 933 


Total receipts_ _- ; 1, 933, 191 
Disbursements for expenses (11 months) ___- a 1 990, 000 


Cash balance on hand, May 31, 1952__- 923 19] 


RECAPITULATION OF NET BAI 


Net balance referees’ salary fund __ -- 1], 238, 966 
Net balance referees’ expense fund_- ; 1 923, 191 


Total cash balance in both funds a 12 162, 157 


1 Estimated 


ADMINISTRATIVE OFFICE OF THE UNITED States Cot 


Washington 13, D. C., June 16, 1952 


ESTIMATE OF THE Cost OF THE PROPOSED CHANGES IN REFEREES 





Giving effect to the salary increases and chang for referees in bank 
approved by the Judicial Conferen¢ : a specia 
in Washington on March 19 to 20 eff ( Apr | 1952 ( 1 
authorized total SS76.S00 per annum I LI vy 55 ful im< I LOS pa 
time positions, a total of 163 

Of the 55 full-time referees, 36 now receive the maximum salar f $10,000 per 
annum and 11 receive salaries of $9,000 j ded in the remaining time 
positions are 6 at $7,500; 1 at $7,000 and 1 at $6,500 per annu . total 
of all full-time positions is now $517,500 

Of the 108 part-time referees, 34 now receive the maximum par me salary 
$5,000 per annum The remaining 74 part-time p ions ir! alar rangi 
from 8500 to 84.500 per at um The total cost of a part-time ] Ssitlous is 
$359,300 

Pav ments into and disbursements from the referees’ salary fund since the estat 
lishment of the salarv svstem and the income and estimated disburser ts fort 
first 11 months of the fiscal vear 1952 are as follow 

I 41 Vear i 
1948 i $ SS } 
1949 ‘ “ 199 
1950 " g g 8 Ban 
1951 | R4 ) f 
1952 (first 11 month ; 304 ne 
Surplus, May 31, 1952 

! Deficit 

2 Estimated. 

Inasmuch as the bill passed by the Senate (S. 2240, 82d Cong., 2d sess.) still 
leaves in the Judicial Conference the determination of the salaries to be paid, it 


is difficult to give a definite estimate of the cost. Based on the followings 
assumptions the cost would be: i 

1. Assuming a straight percentage increase throughout the system for all full- 
time positions and for all part-time positions of 20 percent, the total cost would 
then be $1,052,160 or an increase of $175,360. 

2. Assuming a straight percentage increase throughout the system for all 
full-time positions and for all part-time positions of 25 percent, the total cost 
would then be $1,096,000 or an increase of $219,200. 
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3. Assuming a 25-percent increase for all full-time referees and a 20-percent 
phere vase for all part- -time referees, the total cost would be $1,078,035 or an in- 
“rease of $201,235 per year over the present cost. i | 

It will be observed that all of the figures given above as to the total cost are 
well within the income from the referees’ salary fund in 1950 and 1951. Also at 
the current rate for 1952, the income will exceed substantially the cost of any of 
the estimates given above. 


Salary increases under various pay acts since 1946 


nc 





| | | | 
} , . | 
i | | Within- | Total, in-} 
1946 act 1] 1948 act 2/1949 act? 1951 act4) Stade | cluding | Increase | 
promo- pre ) S © 1946 
tion lio 
Grade GS 10e__.--.-- ..------/$5, 027. 40 | $5, 357. 40 $5, 500 $6, 000 $250 $6. 250 | $1, 222. 60 
Grade GS 15d i tinisiectanelatieanisaale 10, 000. 00 | 10, 330. 00 10, 500 11, 550 250 11, 800 1, 800. 00 
Ss Dum. 


1 Federal Employees’ Pay Act of 1946 (Public Law 390, approved May 24, 1946). 
2? Postal Rate agers ind Federal Em ployees’ Salary Act of 1918 (Public Law 900, 
§ Classificatior of 1949 (Public Law 429, approved Oct. 28, 1949). 

4 Federal Employees Pay Act of 1951 (Public Law 201, approved Oct. 24, 1951). 


ipproved July 3,°1948). 








Salaries of referees—Apr. 1, 1952 
Circuits 
Total 
Annual rates of pay c annual 
= < a 2 . = 3 a i as salaries 
Elsie i(38 1/8 18/5 |B] 81 § |2si 8 
m w. oa! os — Hh D = 4 = AC = 
NN el ales eee once uiebetnds ; - 1 = acts s 1 $500 
$600 apa ata ene oe? i eT l . me a a l 600 
$0 pains enbab eens aanine amin ceed Pacacos tad : sh. , - ] 800 
$900 ee Smt cia ia ei : i a ; : ee 0 0 
$1,000 : sete 3 1 4 4, 000 
$1,200 eed : : ; _ Se aie eh : Bhs 2 2, 400 
$1,500 cme sete saclpnialenh 1 ‘ Pe slidaxes . ‘ l ] 5 7, 400 
$1,800 kote iia niet ae Bis 2 1 2 7 12, 600 
$2,000 __. - ae : 2 3 i.. 1 ] 10 20, 000 
$2,400 SEI ain es aaa ; ot : l l 2, 400 
$2,500 leseatiou ; D Aes l 2 ] 1 i l ; 9 22, 500 
ee tae ees l 3 5 et 2 oe l : 12 000 
$23,500 an Sia talasanaeaeak iat 1 ean BD ten B te« 3 1 ll AO 
$4,000 aa i Ree 3 Dae . 1 i. B 2 7 28, 000 
$4,500 ‘ - = ad Rc elke ofa 1 Ay Ree The ; - 3 13, 500 
$5,000 ssid den lcensalas 3 1 1 4 9 4 4 1 6 l 34 170, 000 
Total, part-time_._.. 6 5 7 16 25 S 12 S 14 6 1 108 359, 300 
$6,500 ial i a ae eke hn : a es a ee . ae iP l 6, 500 
$7,000 ae Sat a eee sa tee 5 ¥ ae l 7, 000 
$7,500 - 2 1 3 ik 6 45, 000 
$8,000 ee Ee, ‘ eee a en . 0 0 
$9,000 : as eR ee a 3 l 3 2 2 11 99, 000 
BUM A es ree are 3 10 Sas 3 5 5. 7 36 360, 000 
Total, full-time = 2 12 5 0 5 11 5 { 9 2 0 55 517, 500 
Circuit totals.........| 8 17 12 16 30 19 17 13 23 8 1 | 163 876, 800 





CHANGES IN EXISTING LAW 


In compliance with clause 2a of rule XIII of the House of Repre- 
sentatives, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, existing law in which no 
change is proposed is shown in roman): 

x* * 4 + * * * 


Sec. 40. Compensation OF REFEREES; REFEREES’ SALARY AND EXPENSE 
Funps; RerikREMENT OF ReFeREES—(a) Referees shall receive as full com- 
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pensation for their services salaries to be fixed by the conference, in the light of the 
recommendations of the councils, made after advising with the district judges of 
their respective circuits, and of the Director, at rates not more than [$10,000] 
$12,500 per annum for full-time referees, and not more than [$5,000] $6,000 
per annum for part-time referees In fixing the amount of salary to be paid to a 
referee, consideration shall be given to the average number and the types of 


(res 


i t ” ° 
and the average amount of gross assets realized from, cases closed and pending 
in the territory which the referee is to serve, during the last preecding period of 
ten vears, and to such other factors as may be material. Disbursement of such 
salaries shall be made monthly by or pursuant to the order of the Director 

* * * * * . * 


O 














R 1952 
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PROVIDING FOR THE ALTERATION, RI INSTRUCTION mR RELO 
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JunE 26, 1952 Committed to the Com l { \ e Ho { t State 
of tt Ln i 1 orders { 


Mir. Fatuton, from the Committee on Public Works, submitted the 


fy] 
LOuUOW II 


REPOR' 
To accompany I 2542 


The Committee on Public Works. to whom was referred the bill 
a. KR. 25/2) to prov le for the alteration, reconstruction, or retocation 
f certain highway and railroad bridges over the Columbia River or 


1 : ° > . | — 
its navigable tributaries, having considered the same, report favorably 


+} : 1h te : a +] 1] ' nel 
thereon with amendments and recommend that he Dili as amended 


do pass. 

The aire ndments are as follows 

Page 1, line 8, after the word “will” insert ‘tin the opinion of the 
(‘hief of Engineers” 


Page 2, lines 13 and 14, strike out “by the Secretary of the Army 
Page 2, line 21, after the word ‘equal trike remainder of the 


sentence and insert 


such part of the cost as is attributable to the direct and special benefits 

accrut to the bridge owns ras ares of the altera nciuaing ( xpectabit 
savings in repair or maintenance Costs; and at pul I the cost at 

the requirements of traffic by railroad or highway, or both, includi a rye 
ture for increased carrying capacity of the bridge: and such proportion of © AL il 
capital cost of the altered bridge as the used service life bears to t total « 
mated service life, including that proportion of t ost of removing the altered 
bridge represented by the used service lift 


Page 3, line 2. after the word “The” imsert “Chief of Engineers, 
acting under the direction of the’’ 

Page 3, line 8, strike “Secretary of the Army” and insert “Corps of 
Kngineers”’ 

Page 4, after Line 7, insert the following new subsection 


c) This Act shall apply with respect to the River H way Brid 
| 
neluding approaches, fenders, and appurtet es ther National H 
110. notwithstanding the fact that such by ( at 
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structed, prior to the date of enactment of this Act, by the State of Washington, 
and compensation shall be paid to such State in the sum, determined as provide 
in this Act, of the reasonable actual cost cf the relocation and reconstructi f 
such brid 

H. R. 2572 provides that the Secretar of the Army shall compen- 
sate the owner of any bridge, trestle. or other highway or railroad 
structure, and approaches thereto, located over the pool formed by 
the MeN: ry Lock and Dam on the Columbia R ver an tS navigadbie 
tributari for the reasonable actual cost of protection, alteration 
reconstruction, relocation, or replacement of any such facilities as 
may be damaged or impaired, or as may be necessary to meet requir 
ments of navigation or flood control, as a result of the construction of 
the MeNarv Lock and Dan Such compensation would be provided 
rom appropriation made by Congress for the construction of the 


| } } | , >for ny : nane } : ) ryt f a. . 
fe Nary Lock and Dam or for maintenance and improvement of rivers 


and harbors. 


Under the terms of the bill the Secretarv of the Army would be 
empowered to enter into contracts with the owners of the affeeted 
facilities to provide for money compensation or for performance of 


work by the Secretary of the Army 
Provision is also made that the bridge owner, or the Secretary of 
vw Army, may bring suit in the district court of the United States to 


\ 
heu Contraccual 


} 
ul 


eniorce t rights, or for a declaration of their right 

under the proposed act. 
The Supreme Court of 

ds of naviga 


easement in favor of the General Government for the benefit of navi 
1 


1¢ United States has held that ownership 
. | 


{ { 
by] 


; 

i 
tr st a ? . x » i) trary 1 1 ali 4 
structures 1n or over the ne streams Is qualiihied by 


nt 
gation. This easement is derived from the commerce clause of t 
Constitution which conferred upon Congress the power to regulate 
commerce with foreign nations, among the several States, and with 
Indian tribes. Under this power the Federal Government has the 
right to occupy and use, for the preservation and improvement of 
navigation, the whole body of the stream and the soil thereunder be- 
tween ordinary high-water lines, without making compensation there- 
for. 

In view of this legal ruling the Department of the Army has ques- 
tioned its avuthority to alter, strengthen, or raise the Northern Pacific 
Railroad Co. bridge across the Columbia River within the limits of 
the pool of MeNarv Dam and has taken the position that it cannot 
agree to reimburse the company for the cost of making the necessary 
changes so as to msure the safety of the structure when the water level 

1 by the dam. 

Because of this decision the pending bill, H. R. 2572,was introduced. 

Precedent for legislation such as proposed by this bill will be found 
im an act approved August 16, 1937, whereby Congress authorized 
reimbursement Lo the owners of bridges over the pool of Bonneville 
Dam for the cost of alterations to conform to the newly created pool; 
and in an act approved November 21, 1941, providimg for reimburse- 


Is Pauise¢ 


ment to bridge owners for the modification of bridges over pools of 
‘Tennessee Valley Authority dams. 

The Department of the Army has suggested certain changes in the 
bill. The committee has adopted amendments which would ac- 
complish this purpose. The first amendment is recommended in order 


to make the need for alteration a matter for decision by the Federal 
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lhe second, fourth, ana 1 ayy qiiiy 5s are 


Government. 
vested in the interest of simplifying admint ratiol 


ment is recommended in order to make the basis for apportionment of 


cost conform to the formula established by Congress in the act ¢ 
June 21, 1940, providing for Federal participation m t! st of 
alteration of railroad bridges which are found to be obstructions to 


navigation. 

Witnesses testified that the pending bill should be further amended 
to provide adequate reimbursement for relocation and reconstruction 
of the Snake River Highway Bridge. recently constructed on plans ap- 
proved by the Chief of Engineers, Department of the Ar 
reconstruction of this bridge was made necessary to meet the needs of 
navigation resulting from the construction of the MeNary lock and 
dam. The sixth amendment was adopted in order to authorize this 
reimbursement. 

The committee believes there is considerable equity in the enact- 
ment of this legislation, especially in the case of multipurpose projects 
involving a complete change in natural conditions including the loca- 
tion and elevation of ordinary high-water lines 

The Secretary of the Army and the Secretary of Commerce recom- 
mend favorable action on H. R. 2572, as indicated in letters set forth 
below: 


THE SECRETARY OF COMMER‘ 


Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works 
House of Re prese ntatives, Washington, D. ¢ 

Dear Mr. CHAtRMAN: This letter is in further reply to your communication of 
February 14, 1951, concerning H. R. 2572, a bill to provide for the alteration, 
reconstruction, or relocation of certain highwa ind railroad bridges over 
Columbia River or its navigable tributari 

The bill would provide that the Secretary of the Army shall compensate the 
owner of any bridge, trestle, or other highway or raliroad structure, and ap- 
proaches thereto, located over the pool formed by the MeNary Lock and Dam on 
the Columbia River and its navigable tributaries, for the reasonable actual cost 


of protection, aiteration, reconstruction, relocation, or replacement of ar su 
facilities as may be damaged or impaired, or as may be necessary to meet 1 lire 
ments of navigation or flood control, as a result of the construction of the MeNary 
Lock and Dam Such compensation would be provided from appropriations 
made by Congress for the construction of the MeNarv Lock and Dam or for 
maintenance and improvement of rivers and harbors. To accomplish the purposes 
of the bill, the Secretary of the Army would be empowered to enter into contracts 
with the owners of the affected facilities to provide for money compe tion or for 
performance of work by the Secretary of the Army It al vould be pr ti 


that the bridge owner or the Secretary of the A: 


court of the United States to enforce their contractual rights or for a d rratio 
of their rights under the proposed act. 

In brief, the pending bill would provide a means of making adequat rat 
and replacement of highway and railroad bridge facilities which may be adve 
affected by the MeNary Lock and Dan The provisions of the bill are 
similar to the provisions of Publie Law 301, Seventv-seventh Coner LPT 
November 21, 1941 (55 Stat. 773), which affords nilar re to ov f highway 
or railroad bridge facilities affected by anv dam, 
under the provisions of the Tennessee Valley Aut as a 

The need for legislation of the tvpe proposed is ¢ len ( ‘ ( 
have arisen from time to time that various water cont! 1adeve yrprrive t pre 
by the Federal Government in certain river basin areas fre ntiv have impo 
a financial hardship on the States and their 3 for the reason that 
complete relief was not always afforded by ‘‘replace nt in kind” pol urder 
existing laws. In this connection it should be pointed out that the cost of restoring 


or relocating a road or bridge necessary to provide at livalent service in lieu 
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of the facility that was damaged or destroyed is considered to be the responsibility 
of the avel Cy constr icting the water resources project. 

Another situation deserving comment relates to discrimination against owners 
of highway bridges which are required to bear alteration costs to meet navi 
requirements, especially in view of the act of June 21, 1940 (54 Stat. 49 
Was enacted over the President’s veto. That act provide s for the alteration of 
bridges that are used for carrying railroad traffie or for carrving both railroad and 
highway traffie where such bridges unreasonably obstruct naviga 
not apply to a bridge used solely for highway tr 1 
of the cost of the alteration of any bridge carrying bo 
that is attributable to the requirements of railr 
Government, but that the cost of suel 

traffic shall be borne by the propri tor of the 
uld appear to prevent any such possible discri 
prictors of any highway structure affected by the MeNary 

‘ated by the foregoing, this Depart 
favorab tion be given to the enactment of legislation of the typ 
embodied in the pending bill. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this letter to your committee. If we ean be of 
further assistance in this matter, please call upon us 








lor rcasons Indic 








] ia . 
le consider 


Sincerely vours, 
( HARLES SAWYER, 


Secretary of Commerce 
DEPARTMENT OF THE ARM 
Hon. Cuaries A. BUCKLEY, 


Chairn an, Commitiee on Pith cy 


House of Representat es 


Dear Mr. Breexteyv: Reference is made to vour request for the views of th 
Department on H. R. 2572, Eightv-second Congress, to provide for the alteratior 
reconstruction, or relocation of certain highway and railroad bridges over the 


Columbia River or its navigable tributarie 
The 1 partment of the Arm offers no obyeetion to enactment olf the Dill, thre 


purpose ot which Is to pre vide for e ynpensating bridge owners for the cost of 
altering, reconstructing, relocating, replacing, or protecting highwav and railway 
bridge: s, tresties, or structures en langered, adversely affeeted or requiring alter 
ation to meet the needs of navigation or flood control, resulting from the eor 

struction of the MeNary Lock and Dam in the Columbia River 

The Supreme Court of the [ 
r over the beds of navirval 


the General Government for the benefit of navigation. This easement is derived 


Tnited States has held that ownership of structures 
le 


streams is qualified by an easement in favor of 


from the commerce clause of the constitution which conferred upon Congress 
the power to regulate commerce with foreign nations, among the several States 
and with Indian tribes. Under this power the Federal Government has the right 
to occupy and use, for the preservation and improvement of navigatio the whole 
body of the stream and the soil thereunder between ordinary high-water lines 


without making compensation therefor 


In view f this legal ruling this Depart ment has questions 1 its authority to 
ilter, strengthen, or raise the Northern Pacifie Railroad Co. bridge across the 
Columbia River within the limits of the pool of MeNaryvy Dam and has taken the 
position that it cannot agree to reimburse the company for the cost of making 


the necessary changes so as to insure the safety of the structure when the water 
level is raised by the dam. 

Precedent for legislation such as proposed by H. R. 2572 will be found in an 
act approved August 16, 1937 (50 Stat. 648), whe reby Congress authorized 
reimbursement to the owners of bridges over the pool of Bonneville Dam for the 
cost of alterations to conform to the newly created pool: and in an act of November 
21, 1941 (55 Stat. 773), providing for reimbursement to bridge owners for the 
idification of bridges over pools of Tennessee Valley Authority dams 
The Department feels that there is considerable equity in the enactment of 





Thiet 


such legislation, especially in the case of multipurpose projects involving a com- 
plete change in natural conditions including the location and elevation of ordinary 
high-water lines. However, there appears to be no valid reason for granting 


4 
bridge owners the right to bring court action against the United States Accord- 


> 
y 

f 
Or 
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DULUTH-SUPERIOR HARBOR 


The Committee on Public Works, to 


(H. R. $32 | to authorize the prove 


Minn. and Wis., having considered the sat 


7. ; , } 
without amenament and recommend th 
rey 1 ‘ : ) A 
1 tye House C IninMittee on Pub Wo 
‘ } 1) ] ’ 
a TeSOLULIO thor) th poerd il 
to re ew revrores ivé MUS] s it} 





to modify. the Ist] DLO per 

plot | Vas transn l¢ i ( - 
design: i es House Document 7 
Snr, I seccign 

Dualuth-Supert Harbor is le 
Superior. The karbor comprises 
Duluth, Niinn., on the nerth sic 
the south side, to the eitv limits of « 

Che harbor is either throu 
north or Superio! iw south th a 
the two on the in side. At some p! 
to 22 feet and I reas vessels us 
mum of 25 feet of dra 

The proposed ipprovement which t 
modifieation of the eXisting project oO | 
front channel, and d 1 r the ortio 


which has an existing project depth of 


pro] osal is subject Lo rhainh conditions 


T) | 
LC hited 


(Ct 
The estimated cost to the 
mended is $562,500, with no increase in tl 
The recommended project has an ind 
and the committee concludes that t 
justified, 
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The committee heard testimony recommending the authorization of 
this project and was favorably impressed by the defense aspects of the 
proposed improvement. It was pointed out that the Duluth-Superior 
— or handles more iron ore than any harbor in the United States. 

The average for the past 10 vears exces ‘ded a0) 000,000 tons annu: lly, 
or nearly one-half of the entire iron-ore requirements of the Nation. 
In addition, it should be noted that the total tonnage of all commodities 
handled in this harbor is second only to that of New York. 

The committee was impressed with the fact that the existing 
Superior front channel presents a definite bottleneck to all carriers. 
With certain ice conditions, the Duluth entrance may be closed and 
vessels entering and leaving the harbor because of the reduced channel 
depths along the Superior front must do so with reduced carrying 
capacity. Moreover, any accidents that might occur to ships within 
the Duluth entrance could conceivably require all vesse ‘is “4 come 
through the Superior front and utilize the Superior channel, thus not 
permitting them to carry their full cargo loads of idetenaddibies. The 
committee learned that both of these conditions have existed with 
the meant that ore shipments in particular are curtailed. The im- 
provements considered in this bill will correct that sttuation. 

The improved harbor will provide an adequate turning basin for 
the larger ore vessels which now have lengths of 500 to 700 feet and are 
presently delayed in making their departures. 

The committee believes the improvement plan embodied in this 
bill is economically justified and from the standpoint of national 
defense is vitally necessary in order that a continuous flow of iron ore 
be maintained via vessel between Duluth-Superior Harbor and the 
lower Lakes ports throughout the navigation season. 

The report of the Board of Engineers for Rivers and Harbors is set 
forth below: 


DEPARTMENT OF THE ARMY 
30ARD OF ENGINEERS FOR RIVERS AND HarRBORS 
Washi gton, dD. ( a an tne 6. 1951 


$27 (Duluth-Superior Harbor, Minn. and Wis.) 
Subject: Duluth-Superior Harbor, Minn. and Wis. 
To: The Chief of Engineers, United States Army. 

1. This interim report is submitted in response to the following resolution 
adopted July 13, 1949: 

: Re solved by the C'ammittee on Public Works of the House of Re pre sentatine Ss, 
United States, That the Board of Engineers for Rivers and Harbors be, and is 
ereby, requested to review the reports on Duluth-Superior Harbor, Minn. and 
Wis., submitted in House Document No. 482, Seventy-second Concress, second 
session, with a view to om ‘termining whether further improvements for navigation 
are advisable at this tit 

This report. e nahdgie < nlv the deep-draft navigation improvements at Duluth- 
Superior Harbor which would be most advantageous to the movement of iron ore, 


wit! particular reference to the deepenins’ of Superior front channel and tl e 
southerly part of East Gate Basin, and the widening cf the channel in East Gate 
Basin at Rices Point \ final report under the authorization will be submitted 
t a later date. 

9 


2. Duluth-Superior Harbor, at the western extremity of Lake Superior, includes 


Superior Bay, a landlocked body of water separated from the lake by a long 
narrow sand spit known as Minnesota Point; a number of ether bays: and the 
lower part of St. Louis River. It has several larce basins and 17 miles of dredged 


channels. Two entries 6 miles apart have been provided through Minnesota 
Point to Superior Bay, the northerly known as Duluth entry and the southerly 
known as Supericr entry. The improved 22-foot Superior front channel extends 
northwesterly in Superior Bay from the 25-foot Superior Harbor Basin just inside 
the Superior entry to the 22-foot section of East Gate Basin just southeast of 
Rices Point. That part of East Gate Basin adjacent to Rices Point has a project 
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lepth of 25 feet. It provides access to improved channels in St. Louis B 


west. The existing project authorized by Congress 
related channels, for: (a) rebuilding the canal piers at Duluth « 





filled timber-crib substructure and concrete superstructure 1,734 fee 
feet apart for 1,250 feet, then flaring to 540 feet apart at the har! 
ing the nerth and south piers at Superior entry with concrete piers 2,00 


feet long, respectively, 500 feet apart for SOS feet, then flaring at 


eonstructing 4.205 feet of rubble-mound breakwater. 900 feet 


heads on stone-filled cribs, and 896 feet of eo: te re revet 
entry, the lake ends being 600 feet apart on the 30 | 
of the entrance channel and diverging to 2,100 part at the s 
flared lake approach to Duluth entry 32 feet dee] 
32 feet deep at the pier eads: gradually decrea zt t at e hart 
e) a cept f 20 feet in the northern part of the har ! is] ! ie ID 
consisting of 201 acres: a depth of 25 feet in the 
basin and part of the East Gate Basin; a dept 22 
Gate Basin; and a depth of 22 feet in Superior front chan 
Bay, 600 feet in width, extending to Sup | r Ba 
feet; (f) a flared lake appreach to Superior e1 ro Tee ) 
the breakwater entrance and the pierheads wit it arvine f 
of 600 feet to a maximum of 1,100 feet, 32 feet deep " 
gradually decreasing to 28 feet at the pierhea ing bas 2 
feet deep, inside the breakwater: and a chann tween t rs, 28 f 
the pierheads, graduallv decreasiny to 25 fee t 
basin of 290 acres, 25 feet deep, inside Superior entry the pr 
in 1934. Cost of the existing project to Dece ‘ nO, s $9 
which $6,857,000 was fer new work and $3,133,000 Linte 
approved estimate of annual cost of maintenancs $140,000 

3 The cities of Duluth, Cloquet, and Proct T \lint i 1 Sup rior 
Wis > comprise the metropolitan district whiel t 1a ] piuiat 
1950 It is a diversified industrial area in which t ! ire about 1001 


ing establishments employing over 5,000 


Duluth-Superior Harbor for the vears 1949 thr : ra apie 
low of 54,147,695 tons in 1940 and a high of 74,314,646 t 1942, a 
64,214,003 t nnually Included in this a Se 
50,042,230 tor yp seem gga tage + heme tg nen brig 

; ts and receipts of gra 1 , 








coal and eoke, ii 
regularly, exclusive of federally operated craft, a tvpical iron or 


stone bulk carriers; oil tanker 


cers: and self-unloade | ha 
to 678 feet and drafts up to 24 feet During the period 1940 throug 
vessels annually averaged 5,276 trips to and 5.283 trips from the ha 
oil pipeline has recent v been constructed from Edmonton, Canada 


and oil tankers with drafts up to 26 feet are being constructed 
developing crude-oil trade. 











1. Local interests, ineluding the Lal Carrier \ssociat 
Superior front channel and all of East Ga Besin | lredged to a 
feet and that the channel in East Gate B be widens nh the 

it at a depth of 25 feet. Other improvements 1 the 
he seope of this report but they will be considered I Later 
interests state that ice conditions practically ever yrir fl 
prevent the use of one of the harbor entries The yIsO Sial 
entry could prevented in the busy summer seas I 
vessel due to an accident. They claim that deepening the Superior fr 
would enable vessels to carry capacity cargoes of iron ore 
the two entries. They claim that widening of the channel at R 
Kast Gate Besin would provide increased safety and convenic 
right-angle turn for vessels using the iron ore and terminals 


inner Duluth-Superior Harber. They signify a w ess fo pr 
sarv land for spoil disposal. 
5. The district engineer proposes a plan for improvement of the 


channel including a portion of the Fast Gate Pasi t pre for ar 
project dey th from 22 feet to 25 feet in order to accom: aie the 
prospective traflic that requires a depth of 25 fe the ent that 
Superior entry or Duluth entry is blocked. He belis 

widths are adequate for this portion ol he harbor bie tate that 


width toward the east in East Gate Pasin can be pr 1 bv loca 


has been done progressivelv in the past uncer pert The play 
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East Grate Basi at Rices Point provide s for moving the 25-foot project line hore - 
ward a maximum of 170 feet for about 2,000 feet along the channel, all as shown o1 
the map accompanying his report. He estimates the 

ior front channel and the 22-foot portion of Fast Ga j 
Cate Fasin at Rices Point at $69,€00, a total of $652,100 for 
no increase in the annual cost of maintenance. He estimates 


at $21,600 and $2,.7CO, respectively, for the two parts. 


cost Ol Geepel 
1 











Guring Lhe navigation season there is an average 











annual i ( Superior entry or the Duluth entry for a period 
of 12 ] mn ore vessels which are compelled to use the 22- 
foot Superior unable to lead to capacity He estimates the 
loss in tonnage due to underioading at 42.800 tons of iron ore for the 12 davs of 
bl or four extra cargoes. The cost of a round trip for one vessel betweer 
Duluth-Superior Harbor and a typical harbor on the lower lakes is $10,874 


euction and maint 














ndations of t 1» 
flicers and civen an opportunity to present additional information to the Board 
No communications have been received 
VIEWS AND RECOMMENDATIONS OF THE BOARD OF ENGINEERS FOR RIVERS AND 

HARBORS 

7. The Board of Eneineers for Rivers and Harbors ncurs general), the 
ré nmendations of the reporting officer It notes ut the 22-foct Superio1 
unnel is t ectir ink het we the Dulu nc t Superior portions 
I the harbor \ dept 25 feet in tl ( minel to ¢ respond wit that depth 
In the channeis an basins in the two portions of the harbor and i: e { ! ting 
( inneis Oo e Great Lakes will permit re boats loaded t ipa \ Da 1] ih 
( pat my thre wrwcr the opvnet In t s Mnne4)r LPACILV-! wed or Doats 
in use either cf the harbor entri The Board neurs in the hat the 
npr ovement is economica justified. The Board believes that the wideni f 
Mast Gat iin at R Point is justified in the interest of safetv and nvenience 
to established navication iowever, the Board is of t pinion tha l ening 

: av be accomplished under the existin: project without further authorizati 

8. Accordingly, the Board recommends modification of the existing project foi 
Duluth-Superior Harbor, Minn. and Wis., to provide for deepening Superior fre 
hannel, and deepening the portion of Fast Gate Basin channel whic! as a 
existing project depth of 22 fe t, both to 25 feet, Per rally im accorcoance \y ith the 
} s of the district engineer and with such modifications thereof as in the dis- 
cretion of the Chief of Engineers may be advisable, at ar estimated cost to the 
{ itt States of S562 500 for new work and no increase il the anni al cost of 

tenance, sublect to the ¢ mdition t it local interests elve ussuranc ““lis- 
factory to the Se arv of the Army that thev will: (a) Provide without cost t« 
Uni 1 States necessary lands, easements, and rights-of-way for the initial 

construction, and for subsequent maintenance when and as required; and (b) hol 
and save he United States free from damages due to the construction and mail 

i ce of the project 

For the Board 
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RETROACTIVE SALARY INCREASES DUE DECEASED 
OFFICERS AND EMPLOYEES OF THE FEDERAL GO‘ 
ERNMENT 


Mr. Lesrnsk1, from the Committee on Post Office and Civil Service 


l 1 ' { 1) 
submitted the toilow 


The Committee on Post Office and Civil Servi to who 
referred the bill I R HO04 to authorize payvmen ot 
salary increase for services rendered by postmasters, officers, and 


employees of the field service of the Post Oihie 1) mrtment who 


died between July 1, 1951, and October 24, 1951 havin msidered 
the same, report favorably thereon wit wn nents and recon 
that the bill as amended do pass 
The amendments are as follows: (1) Strike out all after th 
clause of the introduced bill and insert eu ereof a subst 


bill which appears in the reported b 


2 Amend the title so as to read 

\ bi i to provide ror the pavimnent of re t i 
services rendered certain ce ised off 
Government, and for other ' 

PURPOSE Ol] AMENDMEN 
The purpose of the first amendment is to strike ¢ fter the 
; } . 1c] ! ; 

enacting clause ot the Dili as troduced and sort | 


to 1 the committee The effect of this language is \ thre 
statement which follows 

The purpose of the second amendment is to he title of the 
bill in conformity with the language Oot the Dill as a eed to thre 
committee. 





RETROACTIVE SALARY INCREASES DUE DECEASED EMPLOYEES 





STATEMENT 


This legislation will authorize payment of retroactive salary Increases 
for services by any deceased officer or employee who was covered 
Publie Law Ss 201 F 204, or 207, Right, -second ( ‘oneress, rendered during 
the period beginning with the effective date of such act and ending 
with the date of death. It will authorize similar payments in the 
cases of officers or employees entitled to comparable increases by 
reason of administrative action pursuant to the general provisions oft 
title NI of Public Law 375, Eighty-second Congress. These laws 
provide for payment of retroactive salary inereases for officers and 
emplovees covered thereby who were in the service or retired on 


October 24, 1951. However, these laws make no provision for pay- 
ment of such retroactive salarv increases in the cases of officers and 
emplovees who died before October 24, 1951. The payments which 


this legislation authorizes will in each case be made in the manner now 
prescribed by law for payment of unpaid compensation due deceased 
officers and e ‘mplove eS. 

As introduced H. R. 6004 provided for payment of such retroactive 
salary increase only for services rendered by postmasters, officers and 
emplovees of the field service of the Post Office Department and made 
no provision for other officers and employees who are equally entitled 
to the retroactive increase. Also, the bill as introduced provided for 
payments to be made in a manner different from that prescribed by 
law for the payment of other compensation due and unpaid upon death 
of officers and employees generally. 

Hearings were held on this legislation at which representatives of 
the Post Office Department, the Bureau of the Budget, and employee 
groups testified in favor of the bill. There was general agreement on 
the part of all witnesses on the desirability of the amendments which 
are incorporated in the reported bill. The Bureau of the Budget has 
estimated that the total cost of this legislation will be approximately 
$172,000. 

The favorable report of the Post Office Department on H. R. 6004 
follows: 

OrricE OF THE PosTMASTER GENERAI 
Washington 25, D. C., May 7, 1952 
Hon. Tom Murray 
( man, Committee on Post Office and Civil Service. 
House of Representatives, ~ 

Dear Mr. CHatrRMan: Reference is made to your requests for reports on H. 
5993 and H. R. 6004, identical bills to authorize payment of retroactive salary 
increase fer services rendered by pestmasters, Officers, and emplovees of the field 
service of the Post Office Department who died between July 1, 1951, and October 


These measures provide: ““That seetion 28 (b) of the Act of October 24, 1951 
Public Law 204, 82d Cong.), is hereby amended by striking out the period at the 
end thereof and inserting a comma followe iby ‘or the rightful heirs or the estate 
of a deceased postmaster, officer, or employee for services rendered during the 
period becinning July 1, 1951, and e ndit ng with the date of his death 
Sec, 2. This act shall be effective as of July 1, 1951.’ 

Since Public Law 204 did provide for retroactive payments for employees who 
have retired as well as those who have transferred to other positions in the gov- 
ernmental service, it does not appear objectior rn to include the heirs or estates 
of emplovees who became deceased between July d October 24, 1951 

There is no information available on which to pe se an estimate as to the cost 


1 measures but it is the considered oy pi ion of this De partment that 


yf the propose 


i 
ich cost would be negligible 











RETROACTIVE SALARY INCREASES DUE DECEASED EMPLOYEES 


In view of the foregoing, this Dx partment re 
legisiation. 

The Bureau of the Budget has advised that there 
presentation of this re port to your committee, 


Sincerely yours, 


The favorable report of the Bureau of the Budget, recommendi 
that the legislation include other officers and emplovees along with 
those in the postal field service, as provided in the reported bill LOLLOWS 


EXECUTIVE OFFICI ! RESID] 


Hon. om NI RRAY, 
Char man, Committee or Po / Of , ( g 
Tlouse of Rep esentatives, Wasl nato at 


My Dear Mr. Murray: This will acknowledge your ! f January IS 


1952, inviting the Bureau of the Budget 1 H. R. 5993 and H. R 
6004, to authorize payment of retroactive salat ! e for ser es rendere 
by postmasters, officers, and employees of the eld rvice f the Post Off 
Department who died between July 1, 1951, a () ber 24 | 

The se bills amend SECTLOI 23 tr) Or the act 1 @) Dey 24 YH] P It 1c a 
204, S2d Cong.), which increases the compe 
which provides retroactive pay increases to su nd lua ert the 
service of the United States on October 24, 1951, the dat f the sena 
and to retired postmasters, officers, or emplovees for services rendered a 
July 1, 1951, the effective date of the act, but before October 24, 1951. Thes« 
bills would amend that act by authorizing the payment etl { i\ rea 
to the rightful heirs or the estates of postmasters flicer I mplovees Tor se! 
rendered during the period beginning July 1, 1951, a1 vitt e date of 
death. 

The heirs or estates of deceased employe rvice G ; 
ment after July 1 and who would have been « er uC ‘ 
creases for such services if they had bee I r ( tf the ty 
October 24, 1951, are entitled to the inereased ra I ‘ ervie re ered | 
is the view of this office that the same treat 
and estates of deceased employees whose retroact pa crea 
been provided under the other pay acts, Publie La 20] 1 207, | tV-se¢ { 
Congress, if they had been in the ser e Government the effeet 


date of those acts 

Accordingly, this office would have no object to the enact nt of H. R. 5993 
and H. R. 6004, provided similar amendments are enacted to P e Laws 201 
and 207, Kighty-second Congress. 


sincerely vours 


The following report of the Comptroller General suggested the 
amendment, contained in the reported bill, to provide for payments 
under the legislation to be made in accordance with existing law 
covering the payment of other compensation due and unpaid at death 


CoupTre ER GENER F 1 | ~ 


in amenament te e retroactive pr () 

24, 1951, Publie Law 204, 65 Stat. 633 

retroactive saiar crea provided ft P () n 
stinaste hicer r ¢ ) ee who d | ) : () ) 








RETROACTIVE SALARY INCREASES DUE DECEASED EMPLOYEES 


1 the effective late ar d thre dat of e1 actment of Publie Law 204, respect 















Since the bills contain identical provisions, the comments mad reinafter upo 
H. R. 5993 equally are for application to H. R. 6004 

Section 23 (b), Public Law 204, authorizes the retroactive payments only in thi 
ease of an individual in the service of the United States or of the municipal 

ernment of the District of Columbia on the date of enactment, or in the ease of 
certain retired personnel. The bill, H. R. 5993, provides that such retroactivi 
payments also would be made to tl “rightful heirs or the estate’’ of a deceased 
postmaster, officer, or employee. 

Che order of precedence for the payment of unpaid compensation due a civilian 
yfficer or emplovee of the Government at the time of his death ji prescribed by 
the act of August 3, 1950, Public Law 636 Also, as required by section 3, Public 
Law 636, the procedure for accomplishing such payments is prescribed by General 
\ munud r Office General Regulations No 104 Revised Apri 5, L951 

Che desiznated beneficiary is the first in the order of precedence under Public 
Law 636 Henee the rightful hei who might receive e retroa ‘ reas 

ler the bill might be entirely different from the individ ol liv s wh 
‘ e, pursual o Pul Law 636, the unpaid compensation due the decedent 

ew ere it Is recommends d that the prov isior of the bill a it he rizing such 
retroactive payments be made to “the rightful heirs or the estate’ be amended to 
i 1 the payments to be made in accordance with the provisions of Public 
Law 636, abo 
Other than as indicated above, I have no objection to the favorable considera 
mn of e bills 
Sincerely vours 


Linpsay C. WARREN, 
C'omptro r General of the United State 


CHANGES IN EXISTING LAW 


In compliance wit's paragraph 2a of rule XIII of the Rules of the 


House of Represeatatives, chang’s mm exist nz lav made by the bil, 
as taitroduced, are shown as follows (existtag law proposel to be 


omitted is eaclosed in black brackets, new matter is priated 11 italies 


existing law in which no change is proposed is shown tn roma): 


SECTION 23 OF THE Act oF OcToRER 24, 1951 (PuBLIc Law 204, E1rcury- 


SECOND CONGRI 


~} 23 i 
tetroa e compensation or salary shall be paid under this Act onl th 
i ora 1 lua tne vice of the I l 1 State cluding ser ce in th 
Armed Foree nt United States) or of the municipal gove mel ot e Di 
of ( mil on the date of enactment of | Kc except that suc troac 
i r salary sha ve paid a retired postmaster, officer, or emplover 
! ! red ring t period y ing J 1, 1951, and « yw 
i ie | I rie t£.J ( I qd ( f s l , 
0 0° na fad ng ti qin ng ] j rd 








Publie Health Service officers entering the Armed Forces prior to the 
act of November 11, 1943, which act granted to Public Health Service 
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Mr. RHODES, from the committee on Post Office and Civil Service 
submitted the followin 
ci ex. 
REPOR’ 
| i i H.R. 7 

The Committee * Post Office and Civil Service, to whom was 
referred the bill (H. . 7444) to amend the act of August 1, 1941, to 
inelude Publie ic Service officers, having considered the same 
report favorably thereon with an amendment and recommend that 
the bill, as amended, do pass. 

The amendment is as follows: 

Chance the title of the bill to read 

A bill to extend the Act of Aug | 4 H si 
officers 

PURPOSE O] rHI MENDMEN'I 

The amendment is merely a technical amendment to the title of 
the bill and changes the word ‘‘amend” to “extend” to bring the titl 
in conformity with the language of the ll as agreed on by the con 
mittee. 

STATEMENT 

This legislation will pe rmiit the pavinent . accrued annual leave to 
Public Health Service officers who entered the armed services ? 0 
to November 11, 1943. Publie Health Service officers who « a 
the armed services after November 11, 1948, were paid for their leave. 
The act of August 1, 1941, as amended, which is extended to aes 
Public Health Service officers by this legislation, authorized employ ees 


of the Government entering the 


tion covering thei civilian acer 
remain to their credit until the 
Statute Was construed by the ¢ 


act to receive the 


Public Health Service offi 


ir return 


‘ompt roll 


Armed 
ied leave 


Forces 
] 


Or Cle 


irom ml 


( 


oO receive compensa- 
ilit ry service ‘This 
r General as inapplicable to 
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Public Health Service officers entering the Armed Forces prior to the 
act of November 11, 1943, which act granted to Public Health Service 
officers certain rights provided by law for commissioned officers of the 
armed services. 

The House approved, on May 6, a private bill (H. R. 586) which 
would grant payment for accrued leave to one of these Public Health 
Service officers. The Committee on the Judiciary, which recom- 
mended this legislation, stated their view that general legislation 
should be enacted but that it did not seem equitable to make the 
particular officer who had filed such a claim await the enactment of 
such general legislation. The chairman of the subcommittee of the 
Judiciary Committee which considered the private bill appeared at 
hearings on H. R. 7444 and urged favorable action on this legislation. 
He stated that the Judiciary Committee unanimously was of the view 
that the general legislation was desirable. 

There were 98 officers who were separated from ~ Public Health 
Service during the period in question, that is, May 1, 1940, to Novem- 
ber 11, 1943. Information is not available as to ea number of these 
officers who may have entered the military service and as such are 
entitled to compensation for their accrued annual leave. No claim 
has been filed except that covered by H. R. 586. In any event, the 
cost of the legislation will be very small. 

The legislation has the endorsement of the Bureau of the Budget 
and of the Federal Security Ageney, of which the Public Health 
Service is a component. 

The Assistant Comptroller General submitted an unfavorable report 
on this legislation, on the grounds that it would confer on a special 
class of officers a leave benefit not enjoved by any other commissioned 
officers and would grant to such officers the right to greater leave 
payment than that accruing to other employees now subject to the 
act of August 1, 1941. However, since the House already has ap- 
proved the same leave benefit and right to compensation in the case 
of a particular officer, to deny equal treatment to other officers of 
exactly the same class would appear to be discriminatory. This legis- 
lation would remove any such discrimination. 

The favorable reports of the Bureau of the Budget, the Federal 
Security Agency, and the Civil Service Commission follow: 

EXECUTIVE OFFICE OF THE PRESIDENT, 
3UREAU OF THE BUDGET, 


Washington 25, D. C., June 8, 1952. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
Hlouse of Representatives, Washington 25, D. C. 

My Dear Mr. CuarrMan: This will acknowledge your letter of April 10, 1952, 
inviting the Bureau of the Budget to comment on H. R. 7444, to amend the act 
of August 1, 1941, to include Public Health Service officers. 

The act of August 1, 1941 (5 U.S. C. 61 (a)), as amended, authorizes employees 
of the Government entering the Armed Forces to receive compensation covering 
their civilian accrued leave or to elect to have such leave remain to their credit 
until their return from military service. By decision of the Comptroller General, 
the statute has been construed as being inapplicable to Public Health Service 
officers entering the Armed Forces prior to the act of November 11, 1943, which 
act granted to Public Health Service officers certain rights provided by law for 
commissioned military personnel. 

The purpose of this legislation, which is sponsored by the Federal Security 
Agency, is to broaden the scope of the 1941 act, as amended, so as to permit those 
Publics Health Service officers who entered the Armed Forces prior to the 1943 
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H. R. 7444 would amend the Public Health Service Act (title VIE of the act of 


July 1, 1944 (ch. 373, 58 Stat. 682) as amended) by inserting the following new 


mt 


ction: 


“rv, cya om ae 
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Public Health Service officers who entered th 
act 
The Bureau of the Budget recommends that your 
consideration to this legislation 
Sincerely VOUrs, 


act to receive the same treatment with respect to accrued | 


» Armed Forces subsequent te 


FEDERAL SecurRITY AGED 


Was/ Lngion, ned ] , 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service 
House of Re prese ntal és, Was! nqtan. D isi 

Dear Mr. CuarrMan: This letter is in response to your re t of April 11, 
1952, for a report on H. R. 7444, a bill to amend the act of August 1, 1941. to 
include Publie Health Service officer 

Under the act of August 1, 1941, as amended (5 U.S. C. 61s Emplovees of 
the United States Government, ' ' , who, subsequent to Mav 1, 1940. shall 
have entered upon active military or naval service shall be entitled to 
receive, in addition to their military pay, compensation in their civilian positions 
covering their accumulated or current accrued leave, y = Ls spite the 
fact that commissioned officers of the Public Health Service i civilian 
status and were entitled to no military benefits prior to November 11, 1943 So 
statute has been construed by the Comptroll r Gy eral as applicable oO such 
otticers who left the sery ice prior to such dat »to enter one of the Armed I Or s 

In view of this decision Dr. James F. Spindler was denied payment f lea 
which he bad accumulated as a commissioned ofticer prior to his ent the 
armed services in September of 1943. In order compensate Dr. Sy Her for 
such leave a private relief bill, H. R. 856, was introduced and was referr { 
Committee on the Judiciary. In response to a request for a repor on this bill 
this Agency advised the chairman of that committee by letter of March 31 


° ° . , 
1952, that general legislation would be preferable to a private relief bill in order 
1 


that other officers in the same position as Dr. Spindler might be compensater 
for leave which, up to now, has been denied them 
H. R. 7444, which has been introduced as a result of our letter of March 31 


1952, would provide for payment of terminal leave to all former Publie Health 
Service commissioned officers who left the Service between May 1, 1940, and 
November 11, 1943, to enter the military or naval service in the land and naval 
forces of the United States. Whereas records currently on file with the Publie 
Health Service do not indicate the exact number of officers who left the Service 
to enter military service during the period involved, the total number who left 
the Service during that time for all reasons, including retirement and resignations 
to enter private practice, is 98. It is likely, however, that only a small fraction 
of that number left for military service. 

Although the title of this bill refers to an amendment of the act of August 1 
1941, the bill would, technically, merely extend the benefits of such act to former 
officers of the Public Health Service. Therefore, your committee may wish to 
delete the word ‘“‘amend”’ in the title of the bill and insert in lieu thereof the word 
“extend”’. 

We, therefore, recommend the enactment of H. R. 7444. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 


Sincerely yours, 


Joun L. Tuurston, 
Acting Administrator. 


UNITED States Civit SERVICE ComMISsSION, 
Washington 25, D. C., May 16, 1952 


Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, Pet? 
DEAR Mr. Murray: Further reference is made to your letter of April 10, 1952, 
requesting a report on H, R. 7444, a bill to amend the act of August 1, 1941, to 
include Public Health Service officers. 
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rr naval forces of the United States by voluntary enli 
he entitled tO reeerves an crdela 


foyon to ther mw ferris peo 





H. R. 7444 would amend the Public Health Service Act (tithe VIE of t act of 


July 1. 1944 (ch. 373, 58 Stat. 682) as amended) by inserting the following new 
section: 
Ski 709, Officers of the commissioned Regular Corps and Or tle Reserve 


Corps of the Public Health Service who, subsequent to Mav 1, 1940, and prior to 


November 11, 1943, have entered upon active military or naval service in the land 





or naval forces of the United States, by voluntary enlistment or otherw , shall 
be entitled to the rights conferred Upon ¢ mplovees of the United Stat (,overl 

nent by the Act of August 1, 1941 (55 Stat. 616), as amended by the Aet of Apri 
7, 1942 (56 Stat. 200 Any claim which may be submitted for payment pursuant 


this section may be paid from appropriations current at the time su 





we act of August 1, 1941, as amended, which is referred to. entitled 

nent emplovees to be paid for their annual leave when they entered military 
service or to elect to have it remain to their credit when they returned, and was 
etroactive to May 1, 1940. That legislation, however, was construed as inappli 
cable to officers of the Public Health Service who entered the Armed Forces 
Consequently, such officers who entered military service before November 11, 
1943 (the date of a law which gave certain military rights to Public Health Service 


officers and under which they were permitted to keep their leave) could not be 
paid for their leave and could not transfer it H. R. 7444 would now entith 
those Public Health Service officers who lost leave by entering military service 
between Mav 1, 1940, and November 11, 1943, to pavinent for the leave 
The (‘Ommission sees no objection to this legislation 
By direction of the Commission 
Sincerely vours 


Roperr Ramsrpeck, Chairma 


The following adverse report was submitted by the Assistant 
Comptroller General: 


COMPTROLLER GENERAL OF THE UNITED STATI 
i } ito Ju / 195 
Hon. Tom Murray, 
Chairman, Committe on Post Office and Cir ‘ 


llo e of Representatives 


My DrarR Mr. CuatkMan: Reference is made to vour letter of May 17, 1952, 








icknowledged by phone May 19, 1952, enclosing cepices of H. R. 7144, Eighty- 
econd Congress, second session, entitled “‘A bill to a1 t f August 1 
1941, to include Public Health Service officers,”? and requesting a report, in trip 
ite. thereor 
Phe bill provides as follows: 
Chat title VIL of the Act of July 1, 1944 (el 573, SS Stat. 6S2), as amended, 
reby amended by inserting immediately after section TOS the following new 
sectiol 
“Src. 700. Officers of the commissioned Regular Corps and of Resery 
Corps of tl Put Health Service who, subsequent to Mav 1, 1949, and prior 
» November 11, 1943, have entered upon active military or naval rvice in tl 
land or naval forces of the United State by voluntary enlistment or otherwise 
hall be entitled to the rights conferred upon emplovees of the United States 
(vovernment by the Act of Avigust t, 194] 55 Stat 616). as amet led by the 
Lect of April 7, 1942 (56 Stat. 200 \n ‘lai may | ihmitted for 
pavinent pursuant to this section may be paid from appropriations current 
he time such claim is approved. , 
While the title of H. R. 7444 states that it is a bill to amend the act of August 
1, 1941, sueh bill, in facet, is an amendment to the act of Julv 1, 1944 It is su 
vested, therefore, that the bill be retitled, ‘A bill to extend the benefits of the act 
f August 1, 1941, as amended, to certain Public Health Service officers.” 
rhe said act of August 1, 1941, as amended by the act of April 7, 1942, (56 Stat 
200), provides 
That emplovees of the United States Government, its Territories 
possessions, or the District of Columbia (including employees of any corpora- 
created under authority of an Act of Congress which is either wholly cor 
trolled or wholly owned by the United States Government, or any corporatior 
all the stock of which is owned or controlled by the United States Government, 


rany department, agency, or establishment thereof, whether or not the employ- 
ees thereof are paid from funds appropriated by Congress), who, subsequent to 


May A, 4940, shall have entered upon active military or naval service in the land 
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Service, authorized a leave credit of 30 days per year for officers on the active 
list and permitted an accumulation of 120 days’ leave. However, such officers 
who resigned their commissions for any reason, including the acceptance of a com- 
mission in another branch of the service, who were discharged, or who were re- 
tired, without using all the leave standing to their credit could not and cannot now, 
be paid for such annual leave. Hence, H. R. 7444 would confer upon Public 
Health Service officers a leave benefit not provided for other commissioned 
officers and there appears no good reason for making such an exception in the case 
of the Public Health Service. 

Insofar as the records of this Office show, Dr. Spindler is the only Public Health 
Service officer who has made claim for payment for unused leave in the situation 
contemplated by H. R. 7444, and apparently none of the other 98 officers men- 
tioned in the aforesaid letter of March 31, 1952, has made a claim with the Public 
Health Service for payment for unused leave. Hence, if as appears likely, Dr. 
Spindler is the only individual whose situation would bring him under H. R. 7444, 
such bill is no more than a duplicate of the bill for his relief now being considered 
by the Congress. 

It is understood that the commissioned personnel of the Public Health Service 
has successfully secured full and complete pay and allowance benefits on com- 
plete parity with the commissioned personnel of the genuine Armed Forces, and 
it is not perceived why, equitably, they should secure any greater benefits by 
contending for those which pertain to civilian employees whose compensation is 
fixed on an entirely different basis. 

Since, as indicated, H. R. 7444 would confer on a special class of Public Health 
Service officers a leave benefit not enjoyed by any other commissioned officers, 
and would grant to such officers the right to a greater leave payment than is 
authorized in the case of any employee now subject to the act of August 1, 1941, 
as amended, this Office does not recommend favorable consideration of this bill. 

Sincerely vours, 
Frank L. YATEs, 
Assistant Comptrol er General o} the United States. 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25. October 26, 1945 
JAMES F, SPINDLER, 
First Lie ute nant, Medical Corps, Arm / of the l’nited Stales, 
Foster General Hospital, Jackson, Miss, 

Drar LIEUTENANT SPINDLER: Reference is made to vour letter of June 7, 1945, 
requesting review of a settlement of the Claims Division of the General Account- 
ing Office dated August 31, 1944, which disallowed your claim for payment under 
the act of August 1, 1944, as amended, for the unused annual leave standing to 
your credit on the effective date of your resignation as a commissioned officer 
of the Reserve Corps of the Public Health Service. 

The record shows that you were commissioned as an assistant surgeon in the 
Reserve Corps of the United States Public Health Service, on October 18, 1937, 
and entered upon active duty on that date; that you resigned your commission 
effective September 8, 1943, in order to accept active duty under a commission 
as first lieutenant, Medical Corps, Army of the United States, and that you 
reported for such active duty on September 10, 1943. 

The act of August 1, 1941, Public Law 202 (55 Stat. 616), as amended by the 
act of April 7, 1942 (56 Stat. 200), provides 

re ’ * That employees of the United States Government, its Territories or 
possessions, or the District of Columbia (including employees of any corporation 
created under authority of an Act of Congress which is either wholly controlled 
or wholly owned by the United States Government, or any corporation, all the 
stock of which is owned or controlled by the United States Government, or any 
department, agency, or establishment thereof, whether or not the employees 
thereof are paid from funds appropriated by Congress), who, subsequent to May 
1, 1940, shall have entered upon active military or naval service in the land or 
naval forces of the United States by voluntary enlistment or otherwise, shall be 
entitled to receive, in addition to their military pay, compensation in their civilian 
positions covering their accumulated or current accrued leave, or to elect to have 
such leave remain to their credit until their return from active military or naval 
service 

The Public Health Service is a part of the civil Government (27 Comp. Dee. 
153; 24 id. 98 However, its medical officers are commissioned by the President 
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without regard to the requirements of the civil ser e la 





the pay and allowances of such officers have been and ar 
respecting pay and allowances of officers of the military fore f 

; ts of June 10, 1922, and June 16, 1942, 42 Stat. 625, and 568 

Also, under the provisions Of the act I en} 
mmissioned officer f the Pu Health Ser a rs 
SiLtii¢ peri ds of time and 1] the L! I ant 
provisions of the joint resolution of O ber 27, 1918 (40 8 0) 
a Reserve Corps of the Public Health Ser 
\ when on active duty, r ‘ ! 

provided by law and regulation for tt 
missioned Medical Corps of the Put Health S 
graphs 231 and 232 of the Public Health Service Re Q3 
the Reserve Corps, when on active dut ire C1 
as Officers of the Regular Corp 

Officers of the Reserve Corps of the Public He on 
as distinguished from civilian status and do not ear | ' nor a 
leave under the civilian compensation and leave sta \ 
1, 1941, as amended, does ot authorize simultaneou the pa of i 
allowances under commissio1 in two different reser Ca ( 
the said act does not authorize payment to vou for ar used i 
vour credit on the effective date of vour resigiiat i ( 
the reserve corps of the Public Health Ser 

Section 1265, Revised Statutes, as amended bv t wet of J 29 S76 Q 
Stat. 102 - provides that officers of the Am , Whe! ! Lut Nail rece I pa 
and allowances during period f absence with leave not excess OL 5U0 i 


vear, and in the discretion of the Secretary of Wat eave may be all 
in 60-day periods if taken once in 2 vears, period 


3 vears, or periods of | months if takelh once } eal 
The leave of absence with pay which may be grant 


is permission to be absent from duty and applies only to officers 
Termination of the active duty status terminates all rights, benefit pr 

to which an officer of the Army mav be entitled under At leave la 

of being on active duty and it is well established that the officer w se act 
duty status is terminated prior to using all the leave with pa wl 

titled may not be paid for such unused leave A—91116, December 17 937 


IIL 
would not be entitled to pav for anv unused leave standing to his r 
effective date of his resignation from the Army, vou are not entitird to p for 


B-27379, July 28, 1942; B-33223, May 4, 1943. Since an officer of the Arm 


the unused leave standing to vour credit on the effect e dat I 
as an officer of the reserve corps of the Public Health Ser 
Accordingly, vour claim properly was disallowed and upon revic 
ment of August 31, 1944, is sustained 
Respectfully, 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule NITE of the Rules of the 
House of Representatives, changes in existing law made by the bill, a 


introduced, are shown as follows (new matter is printed in italies, 
existing law in which no change is proposed is shown in roman 


TirLE Vir oF THE Act or Jury 1, 1944 (Put 


{ ONGRESS 


I 


TITLE VII—TEMPORARY AND EMERGENCY PROVISIONS AND 
AMENDMENTS AND REPEALS 


EXISTING POSITIONS, PROCEDURES O FORTH 


Sec. 701. (a The provisions of this Act shall not affect the tern 
office or employ ment of the Surgeon General, or of anv officer or ¢ PD 
the Service, or of anv member of the National Advisory Health Cou 
National Advisorv Cancer Council, in office or emploved at the tir f 
ment 
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») Notwithstanding s of this Act, existing positio divisio 
mittees, and proced ice shall continue unless and until aboli 1 
ged, or transferred thority granted im this Act 
EXISTING RE‘ \TION \D SO FORTH 
i 702 N of this Act, « sti rT re 4LIOTis 
of or applicable e orde! hall remain in effect til 
repealed, or until regula mis made accorda e Wil 
e pl ( I 
. \D PROPEI 
s 70 \ s, and other 1 und all prop 
ailal for ust eora { mor ul ereof sha 
1 ) iVallable to the Service 
PPROPRI I \ FOR EMER SCY Hu ri NIT \ I 
ea fiscal vear during the cont lance of the present ir and 
1 of demobilization after ( ar’, 1 re is hereby author Ltob 
sun | ecessary to enable the Surgeon Ceneral, either 
ohn SS ul rit - to ¢ luict heaitt i 1 Sanitatio 
is adj Vv or naval re rvations W nor nout e 
areas where there are cor rations ot nu tary or naval forces 
und private industrial plants engaged in defense ri and ir 
cl lustrial plants 
EMPLOYEI COMPEN \TION 
eect ‘ of the Ac Ol Sept ber 7, LUle titled \ \¢ 
ution for emplovees of the U1 s suffering injuries while 
ce of their duties, and for othe as amended (U.S. ¢ 
tle 5, see. 757), is amended by changing the period at the end 
nand adding the following Pro if Phat whenever any person 
eive anv benefits under this Act by reason of his injury, or by 
ith of an emplovee, as defined in section 40, and also entitled 
the | nited States anv payments or benehts (other than the pro- 
irance policy), by reason of sueh injury or death under any other 
because of service by him (or 1 the case of death, by the de 
ployee a sO defin d StiC perso hall eleet \ ch benefits he 
Such election shall be made within one vear after the Injury or 
irther time as tl Commission ma fo! ood cause allow, and when 
revocable unless ot herwis« provid 1 bv law 
of the term “emplove sect 1) \ Septem- 
anne load | — ( 1940 | ‘ TOO i i to 
mploy ee clad ‘ role s of { ted State 1 
Railroad Company, commissioned officers of the R Cory 
h Service, officers in the Reserve of the Public Health Set 
j , persons, other tha Lepr Iya) tT a? i ft ro. 
ed on the Menominee Indian Reservation in the State of Wise 
to September 7, 191 operations mducted pul unit the 
\ct 1 A hnorize tt ( ttre Of tim I The mA Trae ( na i 
reservation of the forests the Menon e Indian Reserva 
‘ fW Cons Approve | \I ire! s OOS, brie or al 
i I \ i a COMM 1s ed oheer « sel ‘ 
ember 7, 1941, and prior to November 11, 1943, the 1 t= pri 
henefierarie by section 1O of tt Put lea = \ 
! otwithst ling erep hat Act s ( fh l 
} right to ree e six months a sha ive ti in right o 
i 1 revised lection no ict sha 1 i { 
pa 
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sec. 706. In the case of any commissioned officer of t s 
to July 1, 1944, there shall be ineluded, in determi t al 
pursuant to subsection (b) (1) of seetion 211, and in de 
or mav be retired pursuant oO subsection (a) oO! i SE 
service ih tiie ( al ser ( ih V¢ i ( 

OW N¢ Of NIFORM ‘ ( 

sec. 707. Lach commissioned officer o sel 
Regular Corps or called to active du | ( i 
1941, and prior to the enactme of this Ac I 
1943 is on active du the grade 
assistant and was receiving the pav of t ! 
ve entitled to receive an allowance of $250 i 
l [iN 0 SAIN I I H hit 

» 70S. I Tih = { i Sa | 
nav her fore or fhe iter l Y € CO 
the period of s ! reaf ena . 
nav conti ech { | } i 

s] 709 

NS} GO } Req ( 
the Public H s / 
he l Ss 1 vol er J j 
oOo? ed vi ‘ jee ; ] \ ( } | 
1941 ) \ ‘ mena hy j ) f R 

aa ; ; jy ‘ a“ ; 
pp ip ) } . 

TEMPORARY LOVE ON I } 

Suc. 710 1) Sul regulate ‘ 1’ \ 
Reserve of the Coast Guard, or their dep I 
provided by section 326 for male officers ( 1 on 
thei depend 3s 2 l¢ Phat the - 1 ( ( 
sidered dependents, and the childre eae 
lependents unless their father is dea 
hot the for He ure el 

b) Subject to regul ot ePr ler ( ! 
and officer and crews ot vesst ol t lO | 5 
such persons who s sequent to Ju e 30, L939 
to other eiviltar Lut the Coast Gi I tl 
hospitals and other stations of the Public Health se priot , 
this Act, and who are now or hereafter « i ( i ha t Ay 
hereafter be retired under the provis : ( 6 of \i ‘ 20, 1918 
as amended (U.S. C.. 1940 edition. title 33. se 71 

il treatment and mMpItA i ( 
uth Service: P ‘ Pha 
tled t ire and trea 
Sed on 322 (« of this \et 
INT ( i 
‘ Ri 

‘e Zi | e i t | 
of the Serv ‘ a ( ! sta rade a 
director, to ass irl ) \ i 
health a 1 ! i ‘ | ] ( 

) ASSIS e Vi s A () 
ect ma { il vea a ( “ ! () 
the original apy ed to} ud 207 
Db); b ( i ra er pul i i 
oO sucl e¢ ) 207 I Ihe | 
appomted to cari he purpose I \ 
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the twenty officers so authorized to be appointed to carry out title VI shall be 
reduced by the number of officers appointed under clause (A) and the number 
appointed under clause (B), respectively, of section 208 (b) (2) of this Act, in 
effect prior to the enactment of this section. 


CERTAIN RETIREMENTS FOR DISABILITY 


See. 712. An officer of the Reserve Corps of the Public Health Service who was 
separated from the Service or returned to inactive status by reason of a disability 
incurred in line of duty after December 6, 1941, and prior to July 1, 1944, and who 
would have been eligible for retirement by reason of such disability if section 211 
of the Public Health Service Act had been in effect on and after December 7, 1941, 
shall be considered as though he had been retired at the time of such separation or 
return to inactive service. Any such officer, and any other officer of the Reserve 
Corps retired for a disability which was incurred in line of duty after December 
6, 1941, and prior to July 1, 1944, shall be entitled, for periods both before and 
after the date of the enactment of this section, to the same retired pay to which 
he would have been entitled if such section 211, as amended simultaneously with 
the enactment of this section, had been in effeet on and after December 7, 1941. 


REPEAL OF EXISTING LAW 


Sec. 713. The following statutes or parts of statutes are hereby repealed: 

The two paragraphs under the subheading ‘‘Marine—hospital establishment 
(customs:)’’ under the heading ‘‘Under the Treasury Department”’ in section 3689 
in titlke XLI of the Revised Statutes of the United States; 

Sections 4801, 4802, 4803, 4804, 4805, and 4806 in title LIX of the Revised 
Statutes of the United States; 

The last paragraph under the heading ‘‘ Miscellaneous” in chapter 130, 18 
Statutes at Large 371, which paragraph 1s the seventh beginning on page 377; 

Chapter 156, 18 Statutes at Large 485; 

Chapter 66, 20 Statutes at Large 37; 

Chapter 202, 20 Statutes at Large 484; 

Chapter 61, 21 Statutes at Large 46; 

Section 1, and the final clause of section 2 (which reads as follows: ‘‘and the 
said quarantine stations when so established shall be conducted by the Marine 
Hospital Service under regulations framed in accordance with the Act of April 
twenty-ninth, eighteen hundred and seventy-eight’’), of chapter 727, 25 Statutes 
at Large 355; 

Chapter 19, 25 Statutes at Large 639; 

Chapter 51, 26 Statutes at Large 31; 

The last sentence of the paragraph headed ‘‘Office of the Supervising Surgeon 
General, Marine Hospital Service” in chapter 541, 26 Statutes at Large 908, which 
appears at page 923 and reads as follows: ‘‘And hereafter, the Supervising Surgeon 
General is hereby authorized to cause the detail of two surgeons and two passed 
assistant surgeons for duty in the Bureau, who shall each receive the pay and 
allowances of their respective grades in the general service.”’ 

Chapter 114, 27 Statutes at Large 449; 

The last sentence of the paragraph headed ‘Office of Supervising Surgeon 
General, Marine Hospital Service’, in chapter 174, 28 Statutes at Large 162, 
which appears at page 179 and which reads as follows: ‘And hereafter the Super- 
vising Surgeon General of the Marine Hospital Service, is hereby authorized to 
cause the detail of an additional medical officer and one hospital steward for duty 
in the Bureau, who shall each receive the pay and allowances of his respective grade 
in the general service.’’; 

Chapter 213, 28 Statutes at Large 229; 

Chapter 300, 28 Statutes at Large 372; 

The last sentence of the paragraph headed ‘“‘Office of Supervising Surgeon 
General, Marine Hospital Service’, in chapter 177, 28 Statutes at Large 764, 
which appears at page 780 and which reads as follows: ‘‘And hereafter the Super- 
vising Surgeon General of the Marine Hospital Service is hereby authorized to 
cause the detail of two hospital attendants from the port of New York for duty in 
the laboratory of the Bureau, and who shall each receive the pay equivalent to the 
compensation of a first-class hospital attendant.”’; 

The proviso at the end of the paragraph headed ‘‘Office of Supervising Surgeon- 
General Marine-Hospital Service’? in chapter 265, 29 Statutes at Large, 538, 
which appears at page 554 and which reads as follows: ** Provided, That the Secre- 
tary of the Treasury is hereby authorized, in his discretion, to grant to the medical 
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officers of the Marine-Hospital Service commissioned by the President, w it 
deduction of pay, leaves of absence for the same period of time and in the sami 
manner as is now authorized to be granted to officers of the Ar by the Seere 
tary of War’ 

Chapter 349, 30 Statutes At Large, 976 

Section 10, chapter 191, 31 Statutes at Large 77, at page S80 

The first paragraph of section 97 of chapter 339, 51 Statutes at I 

Chapter 836, 31 Statutes at Large 1086; 

That portion of the third paragraph of sect 
at Large 691, which appeern at page dk an \ 
provisions of law relating to the publie health and quarantine shall app! 
case of all vessels entering a port of the United States or its aforesaid posses 
from said islands, where the customs officers at the port of departure sha 
form the duties required by such law of consular officers in foreign ports 

Chapter 1370, 32 Statutes at Large 712; 

Chapter 1378, 32 Statutes at Large 728 

Chapter 14438, 33 Statutes at Large 1009 

The last sentence of the last paragraph under the heading ‘Public Health a 
Marine Hospital Service’ in chapter 1484, 33 Statutes at Large 1214, wl 
appears at page 1217 and which reads as follows: ‘“‘And the Secretary of 
Treasury shall, for the fiscal year nineteen hundred and seven, and annually 
thereafter, submit to Congress, in the regular Book of Estimates, detailed esti 
mates of the expenses of maintaining the Public Health and Marine Hospita 
Service,’’; 

Pub lie Resolution Numbered 21, 33 Statutes at Large 1283; 

Chapter 3433, 34 Statutes at Large 299 

Section 17 of chapter 1134, 34 Statutes at Large 898, at page 903; 

That portion of the third paragraph under the heading ‘Back P: 








ry and Bounty 
in chapter 200, 35 Statutes at Large 373, as amended by chapter 213, 52 Sta . 
at Large 352, which is at page 352 of 52 Statutes at Large and which reads as 
follows: “and of deceased commissioned officers of the Public Health Service” 


The proviso in the tenth paragraph under the heading “Public Health as 
Marine Hospital Service” in chapter 285, 36 Statutes at Large 1363, which appes 
in the eighth paragraph on page 1394 and which reads as follows: 'P led, That 
there may be admitted into said hospitals, for study, persons with infectious or 
other diseases affecting the pub lic health, and not to exceed ten cases In anv one 
hospital at one time’, and a substantially similar provisions appearing under 
the heading ‘Public Health and Marine Hospital Service” or the heading “Public 
Health ~ rvice”’ i? th 


e following statutes: ¢ hapter 355, 37 Statutes at Large 417, 
at page 435; chapter 3, 38 Statutes at Large 4, at page 24: chapter 209, 39 Statutes 
at Large 262, at page 278: chapter 28, 40 Statutes at Large 459, at page 468 


chapter 113, 40 Statutes at Large 634, at page 644: chapter 24, 41 Statute~ at 
Large 168, at page 175 
Chapter 288, 37 Statutes at Large 309 


The proviso at the end of the last paragraph under the heading ‘Public Healt! 
Service” in chapter 149, 37 Statutes at Large 912, which appears at page 91lo and 
which reads as follows: ‘‘Provided. That hereafter the director of the Hvgienic 


Laboratory shall receive the pay and allowances of a senior surgeon” 
That portion of the second paragraph under the heading “‘Publie Health Serv- 


ice’ in chapter 8, 38 Statutes at Large 4, which appears at page 23 and which reads 
as follows: it least six ot the assistant surgeons provide d for hereunder shall be 


required to have had a special training in the diagnosis of insanity and mental 
defect. for duty in connection with the examination of arriving aliens with special 
reference to the deteetion of me ntal defection: 

The proviso at the end of the twelfth paragraph und 
Health Service” in chapter 3, 38 Statutes at Large 4, which appears at page 24 
and which reads as follows: ‘‘Provided, That hereafter commissioned officers and 
pharmacists, and | these emplovees of the Servic ield 
work, shall be entitled to hospital relief when taken sick or i! jured n line of 
duty’ 

The last clause of chapter 124, 38 Statutes at Large 387, which reads as follows 
“and the said Secretary is hereby authorized to detail for duty on revenue cutters 
such surgeons and other persons of the Public Health Service as he ma leem 
necessary”’ 

Section 5 of chapter 414, 39 Statutes at Large 536, at page 538 

Chapter 26, 39 Statutes at Large 872 

That portion of section 16 of chs apter 29, 39 Statutes at Large 874, which appears 
at page 885 and which reads as follows: ‘‘who shall have had at least two years 











12 PAY CERTAIN PUBLIC HEALTH OFFICERS FOR ACCRUED LEAVE 


CX ri nee in the practice of their profession since receiving the ck gree of doctor 
of medicine, and” 
The sixth paragraph under the heading ‘‘Public Health Service” in chapter 
10 Statutes at Large 2, at page 6: 
The seventh paragraph under the heading ‘‘Bureau of Mines’’ in chapter 27 
ge 105, which is the third full paragraph appearing on page 146 
Chapter 37, 40 Statutes at Large 242; 


» 
o 





The proviso in the fourth paragraph under the heading ‘*Public Health Service 
in chapter 113, 40 Statutes at Large 634, which appears at page 644 and which 
reads as follows: ‘‘Provided, That the pay of attendants at marine hospital 


quarantine and immigration stations, whose present compensation is less than 


{ 


the rate of 51,200 per annum, mavy be increased to a rate not to exceed $1,200 





per annum 
The proviso in the eleventh paragraph under the heading ! 
Service in chapter 113. 40 Statutes at Large 634. which appears | 





ich reads as follows: ‘Provided hat the Public Health Servic 
after July first, nineteen hundred and eighteen. shs ‘ 





Hospital the actual per capita cost of maintenance in t 
committed by that S ice” 


yh under the heading ‘‘Bureau of Fisheric in chapter 118, 

urge 634, which is the fourth full paragraph appearing on page 694; 

Sections 1, 3, 4, 6, and 7 of chapter XV of chapter 143, 40 Statutes at Large 845, 
at page SSo 





The thirteenth paragraph under the heading “General Expenses, Bureau of 
Chemist! 1 chapter 178, 40 Statutes at Large 973, which is the second full 
paragraph appearing on page 902 

Section 2 of chapter 179. 40 Stat sat Large 1008 


(‘hapter 196, 40 Statutes at Large 1017 
(‘hapter OS, 40 Statutes at Large 1302 





4 
t1 Statutes at Large 503, which is the seventh full paragraph 
} 


stantially similar provisions in chapter 16] 1] Statutes at Lary 


1367, at page 1378: 

The fourth paragraph under the heading “Quarantine Stations’? in chapter 
235, 41 Statutes at Large 874. which is the eighth full paragraph appearing o1 
pa 875 

Che third paragrap inder the heading ‘“‘Public Health Service n chapter 
235, 41 Statutes at Large 874, which is the ninth full paragrap yppearing 
page S83 

Chapter SO, 41 Statutes at Large 1149; 

The second paragraph under the heading ‘“‘Public Health Service’ in chapter 
25, 42 Statutes at Large 29, which is the thirteenth full paragraph appearing on 


page 3S 

The proviso at the end of section 4 of chapter 57, 42 Statutes at Large 147, 
appears at page 148, and which reads as follow ‘Provided, That all com 
missioned personnel detailed or hereafter detailed from the United States Publie 
Health Service to the Veterans’ Bureau, shall hold the same rank and grade, shall 


receive the same pay and allowances, and shall be subject to the same rules for 


relative rank and promotion as now or hereafter may be provided by law for com- 
missioned personnel of the same rank or grade or performing the same or similar 
luties in the United States Publie Health Service” 


) 
The ninth paragraph under the heading ‘Bureau of Mines’’, in chapter 199, 42 
I 552 


warge 552, which is the fourth full paragraph on page 588, and the 
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The proviso at the end of the thirteenth paragraph under the heading ‘Public 
Health Service” in chapter 725, 49 Statutes at Large 1827, which appears at page 
1840 and which reads as follows: “Provided, That on and after July 1, 1936, the 
Narcotic Farm at Lexington, Kentucky, shall be known as United States Public 
Health Service Hospital, Lexington, Kentucky, but such change in designation 
shall not affect the status of any person in connection therewith or the status of 
such institution under any Act applicable thereto” 

The fourth paragraph under the heading “Public Health Service’ in chapter 
180, 50 Statutes at Large 137, which is the sixth full paragraph on page 148 

Section 2 of chapter 545, 50 Statutes at Large 547, at page 548; 

Chapter 565, 50 Statutes at Large 559; 

The first proviso in the paragraph having the subhead “Division of Mental 
Hvgiene”’ under the heading ‘Public Health Service” in chapter 55, 52 Statutes 
at Large 120, which appears at page 134 and which reads as follows: ‘‘Provided, 
That on and after July 1, 1938, the United States Narcotic Farm, Fort Worth, 
Texas, shall be known as United States Public Health Service Hospital of Fort 








Worth, Texas, but such change in all not affect the status of any 
person in connection therewith or ich institution under any Act 





( hapt r 606, 53 Statutes at Large 1266; 
| 3 Statutes at I 

Section 509 of chapter 666, 53 Statutes at Large 1360, at page 1381 

Section 205 (b) of Reorganization Plan Numbered I, 53 Statutes at Large 1423 


Chapter 566, 54 Statutes at Large 747; 
The fourth paragraph under the heading “Public Health Service’ in Public 
Law 11, Seventv-eighth Congress; and 


Public Law 1584, Seventv-eighth Congress. 


PRESERVATION OF RIGHTS AND LIABILITIES 


Sec. 714. The repeal of the several statutes or parts of statutes accomplished 
by section 713 shall not affect any act done, or any right accruing or accrued, or 
any suit or proceeding had or commenced in any civil cause, before such repeal, 
but all rights and liabilities under the statutes or parts thereof so repealed shall 
continue, and may be enforced in the same manner, as if such repeal had not been 
made. 


( 


O 
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ADJUSTMENT IN COMPENSATION OF CERTAIN CUS 
TODIAL EMPLOYEES TRANSFERRED UNDER REORGAN 
IZATION PLAN NO. 18 OF 1950 


JuNE 27, 1952 Committed to the ¢ \\ e H s 


~4 i ~ 


\{r. Lesinskt. from the Committee on Post Offi nd Civil Si 


submitted the followin 


REPORBR’ 


Po ac pa H. R. SOoF 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (il. R. S006) to provide for an adjustment in. the 
compensation of certain employees transterred from the field service 
of the Post Office Department Lo the Gene ral Hpervices \dministration 
pursuant to Reorganization Plan No. 18 of 1950, and for other pur- 
poses, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass, 

The amendments are as follows 

On page 1, line 3, strike out beginning with the word “who” dow: 
through “£1950,” in line 4 and insert in lieu thereof ‘ transferred” 
line 6, strike out beginning with the comma down thro ih “had” LN} 
line 7 and insert in lieu thereof ‘‘ who has”; line 7, strike out beginning 
with the word ‘‘during”’ down through “June 30, 1950,” in line 8 and 
insert in lieu thereof “prior to such transfer’; line 8, strike out ‘as of 
July 1, 1950”. 

On page a line 6, after the word “shall strike out the comma and 
‘“offective as of July 1, 1950,”; lines 12 and IS strike out ‘ton June 30 
1950,” and insert in lieu thereof ‘‘ prior to such transfer’ 

On page 3, line 8, insert after “same” the words ‘‘or equivalent rat 
of pay or’; line 21, strike out “‘ paid” and insert in lieu thereof‘ paid 
if otherwise due under this Act,”’. 

On page 4, line 1, strike out “and”; line 3, insert before the period a 
comma and the words ‘and (3) in aecordan with Publie Law 636 
Kighty-first Congress, for services rendered during the period 
nine July | L950, and ending with thi qadate of death” 











a ADJUST COMPENSATION OF CERTAIN CUSTODIAL EMPLOYEES 


PURPOSE OF AMENDMENTS 


It is the purpose of the amendments to provide for (a) similar 
situations that may arise in the future, (6) proportionate adjustment 
in the compensation of transferred employees who are not under the 
Classification Act of 1949, as amended, and (c) payment according to 
present law of retroactive compensation, if otherwise due under the 
bill, for services rendered by deceased emplovees. The bill as intro- 
duced at the request of the General Services Administration covered 
only classified custodial employees transferred effective July 1, 1950, 
from the field service of the Post Office Department to the General 
Services Administration under Reorganization Plan No. 18 of 1950 
It omitted any provision for retroactive pay increases that might 
be due for services rendered prior to death of transferred emplovees 
These amendments are desirable to provide uniform treatment of all 
emplovees so transferred 


STATEMENT 


This legislation as amended ts addressed to the problem of custodial 
emplovees transferred from the field service of the Post Office Depart- 
ment to the General Services Administration along with transfer of 
jurisdiction of the buildings in which they work. The salaries of 
these employees are to be retained in their new employment status 
at the same rates which they were receiving in the postal service 
The original transfer was July 1, 1950, the beginning of a quarter 
About 250 of the 4,500 emplovees transferred at that time had com- 
pleted service within their erades and were ehigivle for promotion to 
higher crades on July 1, 1950 However, because July l Was the 


date of the transfer, these 250 employees never received the $100 
salary increase to which they were entitled. It is anticipated also 


that there will be some occasions in the future when similar inequities 
will arise because of transfer of jurisdiction of buildings and custodial 
emplovees effective at the beginning of a quarter, 

A second problem stemming from the transfer of these buildings will 
be met by this legislation. It relates to the changing of assignments 
within the General Services Administration after an emplovee has been 
transferred. At present the emplovee retains the salary he received 
before transfer if it is higher than the Classification Act pay schedule 
as long as he remains in the position in which he was transferred. If, 
however, he is transferred to a position other than the one he had 
before transfer, as for example the case of an elevator operator trans 
ferred toa watehman’s, job, he might suffer a reduction in salary. This 
situation has created many administrative problems with respect to 
assigninents, and has resulted in discrimination in the cases of some 
emplovees. The bill would permit the emplovee in such a situation to 


continue to receive the ame salary hye Wiis receiving before transter to 
i POSITION alling for a lower salary 
Publie hearmes Were held ana testimony received irom t hye Crene! | 
> ce \dmunistration and emplovee CTTOUDS ADDPDrOVInNG this le ists 
mand concurring in the amendments 
iY Creneral PFervices Ldn ihistration MOVlLer ( Committ 
t! the Comptroller General had ruled that the increas Sin compens 
on té hich emplovees transferred -Ful 1950. were entitled eould 
) ( | ( rey .- S\ hee } “( Ol pplic hI The (7) 
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Service Commission regulations. The report also referred to a deci 
sion of the Comptroller General that the ‘savings clause” in the Federal 
Employees Pay Regulations applied only so long as the employee con- 
tinues to occupy the exact position he occupied at the time of his 
transfer. The General Services Administration submitted this pro 
posed legislation to correct the resultant inequities 

The Acting Comptroller General reported to the committee that 
view of the situation precipitated by operation of Reorganization Plan 
No. 18, resulting in the obvious unintended prevention of automati 
increases Which employees would have received but for the reorganiza- 
tin plan, he offered no objection to this legislation 

Since about 250 employees are entitled to increases of S100) per 
annum effective July 1, 1950, the cost of this legislation will be approxi- 
mately S25.000 a year, beginning with that date, for the duration of 
these employees’ services. 

The letter of the Acting Administrator of General Services (which 


has the approval of the Bureau of the Budget) requesting this legisla- 


‘ 


tion and the favorable report of the Acting Comptroller General follow. 


(FENERAL SERVI s ApDMI STRAT 





Washingtor rm 4 lug ; ae 

The honorable the SpBAKER OF THE Howse oF REPRESENTATIV! 

Str: There is transmitted herewith, for the convenience of the appropriate 
committee, a suggested draft of legislation which provides for ad 
it is believed should be made in the compensation of certain empl . oO wer 
transferred to the General Services Administrati from the Post Off 1) irt- 
ment pursuant to Reorganization Plan No. 1S, effeeted July 1.1950. The emp ees 
who would be affected by the enactment of this propo yisiat ir 
are cngaged in the operation and maintenance of those public b ings tra 
to the jurisdiction of the GSA in accordance with the reorgani 

In the Post Office Department these emploves r ibj e Po S 
1c¢ Pay Act of July 6, 1945 (Public Law 134, 70th Cong vhich provided f 
automatic grade increases of $100 for each vear of satisfactory service in the Po 


Office Departmené up to the maximum salary rate prescribed for their ] 
In addition these emploves - while iy tlie Post Offices 1) par 


subject to the provisions of Public Law 500, | ig 
3, 1950, which established longevity grades A, B, and C, each grade providing 
for a $100 longevity promotion upon completion of required period 

Both the provisions of Public Law 134 prescribing a1 al automat 
tions, and the provisions of Public Law 500 prescribing Tigre 
require that the promotions shall be effective at the beginning the quart 
following the completion of the required Servi \ mber Oo torn r P 
Office Department emplovees who were transferred to this Admit 1 
completed, during the quarter ending June 30, 1950, the service 
annual or longevity promotion, and would have received such a 4 
effective July 1, 1950, had they been in the Post Office Department as of that dat 

Hlowever, effective July 1, 1950, these emplovees were transferred t t! CGisA 
and the provisions of Public Laws 134 and 500 no longer applied to them as of 
that date. On July 1, 1950, upon their transfer to the GSA, the rates of eom- 
pensation for their positions were fixed in accordance with the provis - of the 
Classification Aet of 1949 (Public Law 429, Sist Cong und tl rey il f 
the Civil Service Commission issued pursuant t 

Under section LIOL of t he ( lassification \ct of 1949 Pul e Law $20 63 Stat 
971 authorizing the Civil Service Commission to issus ich regulath as a 
be necessary for the administration of the aet—the | sion issued sect 
25.103 (d) of the Federal Emplovees Pay Regulations, which makes the pro 
or section 25.104 b ] to (5 of such reguiatlons ap} cabie I! fete! 


initial rate of basic compensation of ar employe @ Who, together with his posit 
is brought under the Classification Aet of 1949 pursuant to the Reorganizat 
Act of 1949 (63 Stat. 203). such as in the case of the emplovees here involved 
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The reguiations under the said section 25.104 (b) and under 25.104 (c¢) were issued 
to cover cases similar to the kind referred to in this letter, involving employees 
initially brought under the Classification Act. 

Section 25.104 (b) of the said regulations provides in part as follows: 

3) If the emplovee is receiving a rate of basic compensation within the range 
of salary prescribed for the grade in which his position is placed, but not at one 
of the rates fixed therein, his compensation shall be increased to the next higher 
rate 

““(4) If the emplovee is receiving a rate of basic compensation in excess of the 
maximum scheduled rate for the grade in which his position is initially placed, 
no change shall be made in his existing rate.’ 

The ‘‘existing rate’? of basic compensation, as that term is used in the pro 
Visions quoted above, is defined by section 25.102 (i) of the regulations as the 
rate received immediately prior to the effective date of the transfer, promotion, 
repromotion, d ‘motion, or step increase. 

When the Comptroller General was asked by this Administration, on October 
30, 1950, if it would be possible to pay the annual and longevity increases for which 
these employees had completed sufficient service during the quarter ending June 
30, 1950, he replied, in effect, on January 30, 1951, that in view of the above 
regulations of the Commission and the fact that neither Public Law 134 nor 
Public Law 500, Eighty-first Congress, applied to the compensation of these 
employees as of July 1, 1950, the increases could not be effected by this Admin- 
istration and added to the compensation of those emplovees who transferred at 
salaries in excess of the maximum scheduled rate of the Classification Act grades 
in Which their positions were classified, nor could they be taken into consideration 
in converting the rates of compensation received in the Post Office Department 
to a rate in the Classification Act grade in which their positions were placed 
upon transfer 

For example, the Comptroller indicated that, in the case of an elevator operator 
whose position was placed by this Administration in CPC—2 and who is currently 
receiving in excess of the maximum scheduled rate of the grade—i. e., $2,970 per 
annum, the rate he was receiving in the Post Office Department on June 30, 
1950—and who had completed the required 13 years of service in the Department 
during the quarter ending June 30. 1950, for a longevity pay increase effective 
July 1, 1950, under Publie Law 500, such longevity increase could not be effected 
for the employee for the reasons set forth above. 

The General Services Administration believes that in fairness to the employees 
concerned legislation should be enacted which will enable the employees to receive 
the annual and longevity promotions for which they had completed all of the 
required service as of June 30, 1950, and which woula have been effected for them 
on July 1, 1950, had they remained in the Post Office Department 

Another problem which has arisen with respect to the compensation of these 
employees who were transferred to this Administration from the Post Office 
Department pursuant to Reorganization Plan 18 is in connection with their sub- 
sequent reassignment within the General Services Administration between 
positions of the same Classification Act grade. The ‘“‘savings clause’’ provided 
in the Federal Employees Pay Regulations, section 25.103 (d), has been inter- 
preted by the Comptroller General as applying only so long as the employee 
continues to occupy the exact same position he occupied at the time of his transfer. 

For example, an employee who was transferred from the Post Office Depart- 
ment and whose position as of the date of his transfer was classified as laborer 
CPC—2, who is currently receiving a salary in excess of the maximum scheduled 
rate of the grade by reason of the protection atforded by t he “SAVINGS clause”’ 
must, upon reassignment to an equivalent graded position of elevator operator, 
CPC-—2, be reduced in compensation to the maximum scheduled rate of the grad 
on the basis that he no longer continues to occupy the same position he occupied 
at the time of his transfer. This interpretation materially hinders the Adminis- 
tration and works adversely with respect to the morale and welfare of the em- 
ployees concerned when, for purposes of administrative efficiency and economy, 
it is necessary and desirable to reassign them to different lines of work at the same 
grade level. It is believed that this currently required reduction in the em- 
ployees’ salary is not in line with the understanding of the Congress or of the 
Administration when consideration was being given to Reorganization Plan 
No. 18. Specifically, in the course of the hearings on Reorganization Plans 
Nos. 17 and 18, of May 16, 1950, the following discussion took place (p. 119 

“Senator SCHOEPPEL. I would like to sav this: There has been some concern 
expressed here by the previous witness that perhaps an emplovee might be 
transferred 
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protect that lividual ) a { ra t 
take a lesser ala bv being transfert { 
I mild like to ge it clear ! 
\Iy ISMAR B RUCH (¢ ef, Perso ( { i _ 
( ) 1s 0 Nenatl , 2 
n pay wh If he is transferred 
equivalet f one step increase ill 
In « er wore alary Is increased 
Senator ScHOEPPEL. I am gla ( 
! next questl 
Mr. Barucu. B | transferred i 
cir tances | nave i i i I 
CITCcumMstance ppose we a i i i 
ol It would be permis e to give t 
jor Put I il Lp ppt ed ( ) te I 
echanic, that would be a cut in pay f 
Senator SCHOEPPI ( 1 that be d 
now? 
Ny Bat cH Ye i ( lldl bye 1 i i 
continue to oecup he same posit 
In view of the above his Ad ra Teri ie i i 
that legislation be enacted to provide aga i 
of emplovees transferred fron he Post Office D 
their being reassigned between positions of the sa e Ula neat AC ora 
For the above outlined reasons, the attached suggested dra 
been developed, and it fairness and equity to the pers ‘ vhow be affect 








it, we urge that it be promptly and cons 
It is not possible without { i review I ea 1ua ra i te 
accurately the cost of this les Howe ve ut te { ut 
that it simply preserves rights w the individua arned ler a cal 
law, if the transfer pursuant to Reorganization Plan N S had not been effect 
The Bureau of the Budget has advised that this proposed les tio ACCOI 


with the President's program 


) tt ‘ "1, 
Respec fullv vours, 


Hon. Tom Murray 


Chairman. Commattee on Post Office and Civil Se 


My Dear Mr. Cuarruan: Reference is made t r letter of May 29, 106 


acknowledged by telephone June 4, requesti i re H. R. S006, I 

second Congress, entitled, *‘A bill to provide for an adjustment the compensa 
tion of certain emplevees transferred from the field ser f the Pest Off 
Department to the General Services Administration pursuant t feorca 


Plan No. 18 of 1950, and fer other purposes 
Section 1 ef the bill provides that « : 
July 1, 1950, to the General Services Administration pursuant to Reorgar 





Plan No. 18 of 1950, and who } 1 suflicic : 
quarter to entitle them. had mn transfe ' 4 
pre motion under the Postal Services Pav Act of Ju ( 1O45 Pil . 134 
59 Stat. 435. as amended, 39 U.S. C. 864). orto a ay ncoreasi a, 


act of May 3, 1950 (Public Law 500, 64 Stat. 101), shall be granted su rease 
in their rate cf basic compensation prier to the ad 
such emplovees after the transfer 

Beth the provisicns of Public Law 134, prescribing annual aut atic] 


for pestal service employees, and the provisions of P 500, | 
loncevity promotions, require that promotions shall be effective 

of the quarter following the completion of the requir rvice He 
custodial employees here involved who m nger were the postal ser 
July 1, 1950, the beginning of the quarter following t pletion of the re 


service, did not receive the promotions earned by the r before June 30. 1950 
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‘he Federal | mployees Pay Regulations, sections 25.1038 (d) and 
: referred to as the “savings provisions’ have the effect of permitting a 

be transferred at a rate not less than the rate he was re 
ceiving immediately prior to the effective date of the transfer. In decision of this 
Office of Ja uars 3, 1951 B YO2P46, 30 ¢ omp. (,e) 


T 
Administration, copies enclose d he rewith, it Was held that the bh volved emplovees 


25.104 (b ] 





odial emplovee to 








could not receive s effective July a 1950, the benefits of such promotions whic! 
re earned but not actually received before the effective date of the transfers 
\lso, vour attention is invited to the provisions of section 604 (b 1] wid of 
ection 1105 (b) of the Classification Act of 1949 (63 Stat. 967 and 972. respe 
e] relative to the adjustment of the initial rates of compensati of certai 
the basis of the rate of basie compensation the Vv were receiving 
Pp e date of the application of such provisior 
Fsection | of the bill would overcome the effect of the Federa 
| } gulations, above, and would permit the emplovees » TECELVE 
the benefits of their promotions. 


Section 2 of the bill provides that the basic rate of compensation of em] 
transferred pursuant to Reorganizatiol Plan No? IS shall not be reduced sole] 
by reason of their subsequently being reassigned or transferred between posit 
grade of the Classification Act of 1949. 

The emplovees who were receiving compensation at @ rate lm excess OF the 
iaximum scheduled rate for the grade in which their positions were placed were 
prevented under the provisiol = of section 25.103 (d) of the Federal | mplovee 


Pay Regulations, from suffering a reduction in the rate of basic compensation 


or the san 





ontiv so long as the emplovee continues to occupy the sani PpoOsitlol 

By the decision of January 30, 1951, above, question and answer 3, it was held 
that such an employee may not continue to receive compensation at a rate i 
excess of the maximum rate for the grade upon his being assigned a change in 
duties which involves a change in position, even though the positions are in the 
same grade. It appears that the purpose of section 2 of the bill is to overcome 
the effect of section 25.103 d of the Federal E:mployvees Pay Re gulations, above . 
and the decision of this Office of January 30, 1951. 

Section 3 of the bill authorizes retroactive payments in the case of certain indi- 


viduals. However, the classes of individuals covered do not include employees 
who died between J ilv l. 1950 and the effective date of the bil! Inthat connec 
tion, compare H. R. 6004, Eightv-second Congress, proposing to make the retro 
active compensation benefits of section 23 (b) of the act of October 24, 1951 


Public Law 204, 65 Stat. 633), applicable in the case of deceased employees 
If favorable consideration of this feature is desired, section 3 of the bill should be 
amended to authorize retroactive payments in the case of deceased emplovees 
accordance with the provisions of the act of August 3, 1950 (Public Law 636 

In view of the situation precipitated in the involved cases through operation of 

Reorganization Plan No. 18, resulting in obvious unintended prevention of auto 
matic inereases in compensation which the emplovees would have received but 
for said organization plan, I offer no objection to enactment of the proposed 
legislation 

sincerely vours 
Frank L. YatTp 
icting Com pt olle General o the United States 





COMPTROLLER GENERAL OF THE UNITED STATI 
Washington 25, January 80, 1941 

The ApMINISTRATOR OF GENERAL SERVICES, 

Gene tl Ne Prices Admin stration 
My Drar Mr. Apminisrratror: Reference is made to your letter of October 
30, 1950, requesting decision upon certain questions relative to the proper 
rat of compensation for custodial emplovees who were transferred from the 
postal service to the General Services Administration in connection wit! 
transfer of certain building management, space assigment, and lease functions 
Post Office Department to the General Services Administration inder 
zation Plan No. 18 of 1950, effective Julv 1, 1950. 
iestions arise by reason of the fact that certain of the empiovees affected 
had completed sufficient service during the quarter ending June 30, 1950, immedi- 
ately preceding their transfer, to entitle them, had they not been transferred 


effective July 1. 1950. to an annual! automatic promotior under the Postal Service 
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Pay Vet va a) } ) P | > SOS > - 
S64) or t i ) ( ( { ( moO { 
64 Stat. 1O] 
Both the pr “ | | | 
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} f } ot 
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Under section 1101 of the Classification Act of 1949 (Public Law 429, 63 5 
971 authorizing the Civil Service Commiss ) ‘ h regulation a 
be necessary for t! 1d ! ration of the act ( S101 ed ( 


25.103 (d) of the Federal Employees Pay Regulations, which makes the pr 














of section 25.104 (1 1) to (5) of such reg {1 ipplical ( ! ! t! 
initial rate of basic mpensati n of an employee W The 1 ether with nis pr 

is brought inde c the ( 1a sineat! Act of 1949 pur il 1 { Rew rgval il \ 
of 1949 (63 Stat. 203), such in the case of the s lial plovees here involved 
The regulations under the d section 25.104 (b) and under 25.104 (c) were issued 
to cover cases similar to the instant case, involving emplovees initially brough 
under the Classification Act. The former ce iTos ler section 604 (I 1] 
63 Statutes 967, and section 1105 (b), 63 Statutes 972, which provide, in eff 
that an employee who wa recelving compensat i nat arate I excess f the Inaxi- 


mum scheduled rate for the grade in which his position is placed and who receives 
an initial salary adjustment under the Classification Act of 1949, shall not suffer 


a reduction in the rate of basic compensation so | is he continues to ¢ pv 
the same position and grad , 
Section 25.104 (b) of the said regulations provides part as follows 

3) If the employee is receiving a rate of bas ‘ompensation within the 
range of salary prescribed for the grade in which his position is placed, but not at 
one of the rates fixed therein, his compensation shall be increased to the ext 
higher rate. 

1) If the employee is receiving a rate of bas pensation in excess of the 


maximum scheduled rate for the grade in which his position is initially placed 
no change shall be made in his existing rate.’ 

The ‘existing rate’’ of basic compensation, as that term is used in the pro- 
visions quoted above, is defined by section 25.102 of the regulations as the 
rate received immediately prior to the etfective date of the transfer prom tlo1 . 
repromotion, demotion, or step increase, 

Your first question is as follows: 

‘1. Would the Comptroller General feel obliged to object to this Agency’s in- 
cluding the longevity increases provided under Publie Law 500, for which the 
necessary service had been completed during the quarter immediately preceding 
July 1, 1950, in the salaries to be paid to post office employees upon their transfer 
to General Services Administration, even though such employees are receiving a 
basic rate of compensation in excess of the maximum scheduled rate of the grade 
in which their positions were classified at the time of the transfer?” 


As an example under that question, there are recited the cases of a guard a 


an elevator operator, both of whom had completed 13 vears of service the amo 
of service required for the first longevit Increase tor postal service emplovee 


under Public Law 500—during the quarter ending June 30, 1950. The ard ar 








the ¢ evator operator curre! tl rece ( t satu i I ites [85,140 

and $2,970 per annum, the rs whit \ e as posta ( 
June 0, 1950, under sections I4 wd t (] respective Put ( 
amended, 39 United States Code S64 said rate ire equal to « 
maximum schedule withir und longevit f e grades 
ms in which thev were plac te ( f Act of 1949 
PC-2 
term existing rate Of Dasic ¢ i leh i Cti¢ 
the regulations above t! ( ng ra r conus e! oO! ! 1 
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mining the proper rates of compensation for the guard and the elevator operator 
are the rates the ¢ mplovees were receiving on June 30, 1950, and not the rates to 
which their compensation might have been increased on July 1, 1950, by reason 
of a longevity promotion had they remained in the postal service \ccordingls 
in answer to vour first question, vou are advised that, in view of the provisions 
of the Federal Emplovees Pay Regulations above, this Office would be required 
to object to the inclusion of the longevity increase as a part of the “existing rate 
of compensation saved to the guard and elevator operator upon transfer to the 
General Services Administration 

Phe second question presented is whether there would be any objection for an 
cluplovee who, before transfer, Was rece wane less than the maximum rate of com- 
pensation preseribed for the grade in which his position is placed under the Classi 
fication Act of 1849 to have his rate of compensation converted to the comparable 
rate in grade after the addition of a longevity increase. As an example under that 
question vou cite the case of a chief telephone operator receiving compensation 
on June 30, 1950, at the rate of $3,470 per annum, under section 14 (e) of Public 
Law 134, 59 Statutes 448, as amended (39 U.S. C. 864), whose rate of compensa 
tion would be converted to GS-5, step 4, $3,475 per annum, if the longevity in 
crease under Public Law 500 were not included, or to GS—5, step 5, $3,600 per 
annum, if the longevity increase were included. The within-grade rates of com- 
pensation for GS—5 range from the minimum of $3,100 per annum to the maxi 
mum of $3,850 per annum, and the maximum longevity of $4,225 per annum 

n line with the answer to the first question, the longey It ine rease for which 
the required service had been completed as a postal service employee during the 
quarter ending June 30, 1950, is not for consideration as a part of the basic com- 
pensation which, upon transfer, is saved to the employee under section 25.104 
b) (3) of the regulations. quote ‘d above, where, as here, the rate of compensation 
as a postal service emplovee is within the range of salary prescribed for the grade 
in which his position is placed but does not correspond to any of the rates estab- 
lished therefor. Your second question is answered accordingly However, in 
the case of this employee, who has not reached the maximum rate for his grade, 
your attention is invited to the provisions of section 701 (a), Public Law 429, 
63 Statutes 967, relative to periodic step increases under which the employee 
may have acquired some benefits upon transfer to the General Services Adminis 
tration. (Cf. 21 Comp. Gen. 313 

The third question which vou present is stated as follows 

“3. Would the Comptroller object to preserving the compensation of personne! 
so transferred under Reorganization Plan No. 18, when, in the interest of increased 
efficiency, a person drawing compensation in excess of the maximum rate, be 
assigned a change in duties within the same grade?” 

This question is illustrated in vour letter by the reassignment of a laborer, 
CPC-2, receiving compensation in excess of the maximum scheduled rate in the 
grade, to perform the duties of an elevator operator, which is in the same grade 
CPC-2. As pointed out in your letter, the provisions of the Federal Employees 
Pay Regulations providing against a reduction in compensation upon transfer, 
such as here involved, apply, under section 25.103 (d), ‘‘only so long as the em- 
plovee continues to oceupy the same position.’’ It is urged in your letter that 
the words ‘‘the same position,’’ as used in the regulations, were intended to mean 
‘an equivalent rated position.”’ 

The term ‘“‘position’”’ is defined by section 301 (1) of the Classification Act of 
1949 (63 Stat. 957), as “the work, consisting of the duties and responsibilities, 
assignable to an officer or employee.”’ It is presumed that the Civil Service Com- 
mission used the word “position”? in the Federal Employees Pay Regulations 
within the meaning of that word as defined by the Classification Act of 1949 
Under that definition, it is clear that an employee who is reassigned from the duties 
prescribed for one position to the duties prescribed for another position would not 
continue to occupy the same “position”? within the meaning of that word as used 
in the regulations, even though the change in duties does not involve a change in 





grades _ definition of the word ‘“position,’’ as meaning “equivalent graded 
position.’’ as proposed in vour letter, is more nearly within the definition of the 


words “olasa,?? or “class of positions, ’ and ‘“‘grade,’’ as those words are defined 
by subsections (2) and (3) of section 301 of the Classification Act of 1949 (63 
Stat. 957) 

Accordingly, a custodial emplovee transferred from the postal service to the 
General Services Administration under Reorganization Plan No. 18 at a rate of 
compensation in excess of the maximum rate for the grade in which his position 
is initially placed may not continue to receive compensation at a rate in excess of 
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the maximum rate for the grade under subsecti 
Federal Emplovees Pa Regulations upon his bo 


which involves a change in position as defined b 
even though the positions are in the same grade 
Your last question 1 hether automatic ai 
prescribed for posta “COT VICE emplovees under Put 

emplovees here involved would have received 
not been transferred. ma be ineclided in lete 
paid ich emplover now n the General Ser 
these emplo a | re re compe ! ati 
the grade in which their positions are initial 
Act of 1949 

Public Law 134 ys ribes, in general, a lal : 
vyrade to another at ti heginning of the qual I 
service in each grad kor example sere ( 


Law 134, 59 Statutes 447. 


As indicated above, the existing rate of basic 


inder section 25.104 1) of the Federal En 

the employee was receiving on June 30, 1950, 
compensation might have been increased on Jul 
postal service According! an annual automa 


quired service had been completed during the q 


postal service em plo or in not for consideratior 


of compensation saved to the emplovee upon tr: 


Administration This is true whether the emy 
at a rate in excess of the maximum rate or at a 
prescribed for the grade in which his position is ] 
fication Act of 1949 


(a), Public Law 429, as indicated above in the ar 
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82» ConarEss ) HOUSE OF REPRESENTATIVES  § Report 
2a Nexston | No. 2327 


+, 


PROVIDING THE BASIS FOR AUTHORIZATION OF TRRIGATION 
WORKS IN CONNECTION WITH CHIEF JOSEPH DAM, TO PROVIDI 
FOR FINANCIAL ASSISTANCE THERETO FROM POWER REVENUES 


Jt Ni 27, 1952 Committed to the (C‘ommittee of the Whol I] is¢ ym the State 


of the Union and ordered to be printed 


Mr. Exeue. from the Committee on Interior and Insular Affairs. 
submitted the following 


REPORT 
(To accompany H. R. 61638 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill GH. R. 6163) to provide the basis for authorization of 
irrigation works in connection with Chief Joseph Dam, to provide for 
financial assistance thereto from power revenues, and for other pur- 
poses, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass 

The amendments are as follows: 

Strike all after the enacting clause and insert in leu thereof the 
following language: 


That the Secretaries of the Army and Interior are authorized to proceed in rela 
tion to the Chief Joseph Dam project on the Co unbia R ver Wa hingtor LTiITIA@ilV 
authorized by section 1 of the Act of July 24, 1946 (60 Stat. 637 n accordance 


+} 


with the provisions of this Act for the purpose in addition to those for whiel 


initially authorized, to make a study and report to Congress of meat f providing 
financial and other assistance in the reclamation of arid lands in the genera 
cinity of the project In making such study and report the Secretaries shall be 
guided by the provisions of applicable reclamation laws 


Sec. 3. Any such reclamation works proposed to be constructed under the study 


authorized by this Act may be undertaken only after the Secretary of the Interior 
has submitted a report and findings thereon tinder section 2 of tl \ct and section 
9 of the Reclamation Project Act of 1939 (53 Stat. 1187), and onlv if the work 
reported on are thereafter specifically authorized by act of Congress 

Sec. 4. Nothing in this Act shall modify anv Wav the requirements at 
provisions of existing laws with respect to the availability of funds for const: t 
and operation and maintenance of the Chief Joseph Dam and power plant 

Amend the title so as to read 

A bill to provide the basis for authorization of irrigation works in eo 
with Chief Joseph Dam, to provide for financia i Stal t I 


revenues, and for other purposes 








2 PROVIDE BASIS FOR AUTHORIZATION OF CHIEF JOSEPH DAM 


Src. 2. The report of the Secretary of the Interior shall state, among other 
things, the construction ccst of the propcsed works, including said authorized 
project and propcsed reclamation units; the pertions of said cost allocable to 
various functions; the operation and maintenance ccsts of all functions (of the 
project); the amount of the construction ecst allecable to irrigation which the 
irrigatcrs may reascnably be expected to repay, together with the proposed charges 
for water service and prepesed repayment period upon the irrigation allocation; 
the amount of the ecst allocable to irrication in excess of that which the irricators 
can repay, which the Secretary propeses shall be recovered from power revenues; 
the propesed charges for power, and prep sed repayment period on the amount 
allocable to power; the propcsed interest rate on the power investment, and the 
dispesition which the Secretary proposes to make of the interest component and 
other components of the power revenues: the unrecovered ccst to the Federal 
Treasury of the works propcesed, in connection with the means of financing recom- 
mended by the Secretary; the ratio of net ccsts to net benefits; the ratio of net 
benefits per acre to irrigators’ repayment per acre; and a complete financial 
analvsis cf repayment program together with all other data reasonably required 
to enable the Congress to pass upon the economic feasibility of the proposed works. 


EXPLANATION OF THE BILL 


The principal purpose of the bill is to provide for the making of 
reports by the Secretaries of the Army and Interior as a basis for 
possible future legislation and justification of irrigation projects. 
The reports would consider the means of providing financial and other 
assistance from the Chief Joseph Dam project in the reclamation of 
arid lands located in the Columbia River drainage area between Grand 
Coulee Dam and Moses Coulee. The bill provides the Secretary of 
the Interior with a legislative basis for the preparation of a report 
involving an Army project, which report shall be in keeping with the 
principles of the Federal reclamation laws, these being the act of June 
17, 1902 (32 Stat. 388), and acts amendatory thereof and supple- 
mentary thereto. 

For purposes of making a report, it is assumed that assistance in the 
repayment of irrigation costs, which are in excess of the amount that 
the water users may reasonably be expected to repay, may be ob- 
tained by allocating such costs for repayment from Chief Joseph 
Dam power revenues and that Chief Joseph Dam power may be 
available to meet the irrigation pumping needs of the proposed irriga- 
tion developments at suitable rates. 

The committee understands that since Chief.Joseph Dam, under 
construction by the Corps of Engineers, is not now governed by the 
Federal reclamation laws, there is no authority in law to predicate 
proposed irrigation developments in that vicinity on the allocation of 
irrigation costs for repayment from power revenues. For the pur- 
pose of the preparation of reports, the bill will provide the missing 
authority. In making the report, the committee desires that the 
report cover, among other things, the matter of assurances required 
as to availability of power at special rates suited to the irrigation 
pumping needs of the reclamation units being reported on. 

No works could be undertaken under this bill until they have been 
specifically authorized by the Congress. 

The committee recognizes that the lands in the vicinity of Chief 
Joseph Dam are so situated that they may need to be reported on 
and developed as separate units of the Chief Jose ‘ph Dam project. If 
that proves to be the case, this situation should be pointed out by the 
Secretary of the Interior in connection with his presentation of re- 
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ports on the units first proposed for authorization and it would be 
appropriate at that time for the Secretary of the Interior to make | 
recommendation concerning the number, extent, and location mvolved 
in reports on other units that his investigations to that 
indicate should be considered by late r vauvhorizatLol 

The committee m approving this legislation wants it ( Te 
that nothing im this act shall be construed as appro\ Sup] 
of existing interpretation of the Federal reclamation law | 
to the application of interest on power investment to the return ¢ 
rricat ion costs 

The favorable report of the secret the interio! 
of the Department of the Army read as follo 


( “ 

Hon. Joun R. M 

( ( / 

IT f | 

My Dear Mk. Meurpoct \ 
Departm on H. R. 6163, a | 
tion works in connectio th C} Josey 1) 
thereto from power revenu u 

I recomn d enact ( 

By wav of baekground to re 
at the time of its authorizati n 1946 
known as | ie. ) 
irrigatio { ‘ | ) 
tin lest tl mend hor i f 
ater se of 1 ( ( 
viel wd ap ca ot po YI 
financing of ( elk ; } 
could best be ser I AVI t 
Departmetr In so end i ( 
dated March 4, 1946 (H. Doe. 693, 79 ( 

| S essentia n « r to sate i 
the Foster Cree} projec be not ex i ‘ 
ment of the entire area If it were t rye ( I ara \ t I Clal 
relationship to the irrigation developments, t fit f financial a ta ) 
irrigated agriculture would be denied It ul that tl project n- 
sidered as one unit ina complete plan whi \ nteyvrate irriga 
and would give due consideration to power rat thin 1 basin as a F 

The objective cf providing all possible 
ments in the vicinity of Chief Joseph Dar t a desirable one ar rit ih 
the recommendations of this Department were not f ed when the project was 
authorized in 1946, it is still pessible to attain these objectives | pplementing 
existing lecislation dealing with that project Knactment of H .. 6163 | 
serve these purposes and will do so Without nance n the pres tL respol! DMIties 
given by law to the Secretary of the Army and Chief of Engineer th respect 
to the construction, operation, and maintenance of Chief Josey Da and power 
plant. 

Section 3 of the bill would, subject to the conditions set t in the next para- 


graph of this letter, authorize the Secretary of the Interior to construct, operate, 
and maintain under the Federal reclamation laws, but as divisions of the Chief 
Jeseph Dan prejeet, werks which at 

lands in the basin of the Ce luml 1a River ana I trl itaries between Grand 
Coulee Dam and Moses Coulee, all in the nort entral part of Washingtor 

The principal potential developments are lands in the mediate vicinity of 
Chief Joseph Dam, including lands in the lower reaches of the Okanogan Valley, 
lands in the upper reaches of that valley, lands along the main stem of the ( im- 
bia River in the vicinity of Wenatchee, and lands in the lower reaches of Moses 


are found t } fag ble for the irrieatior f 


Coulee. The potential developments mentioned include both new lands and 
lands requiring supplemental water for irrigation. Many of the developments 


will be found economically feasible only through the providing of pumping 
facilities and pumping power at favorable rates. 
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Whatever works are proposed to be built under this bill could, I understand, 
be undertaken only after they had been reported on in accordance with the 
provisions of section 9 of the Reclamation Project Act of 1939, with specific 
showings as to the costs and benefits of the proposed works, and only after the 
works so reported on had been authorized specifically by act of Congress. Such 
works when authorized would be treated as divisions of the Chief Joseph Dam 
project and, for purposes of determining the financial feasibility of works and pro- 
viding for the return of reimbursable costs, there could be assicned for return from 
project power revenues such reimbursable construction costs of the proposed works 
as are found to be in excess of the amounts that the water users can reasonably be 
expected to repay under the provisions of the Federal reclamation laws. In 
addition, the Secretary, in whom the responsibility for the marketing of power from 
Chief Joseph Dam has already been vested by law, would have the authority 
to reserve sufficient power and energy for the pumping of water for the irrigation 
of lands to be served from works authorized under section 3 of the bill. In con- 
nection with such a reservation he would have authority to establish special rates 
for that kind of service. This latter provision is an especially important ene, 
since the factor of pumping power rates will likely prove to be controlling in 
determining the feasibility of several of the areas that might be included in divi- 
sions of the project under section 3 of the bill 

The provisions of section 5 of the act of December 22, 1944 (58 Stat. 887, SOO, 
16 U.S. C., 1946 ed., sec. 825s), as modified by the provisions of section 2 of the 
bill, would govern the establishment of rates for power to be available from Chief 
Joseph Dam power plant and, under the provisions of the latter section, the Secre- 
tary would be authorized to apply power revenues to irrigation costs assigned for 
return from power revenues to the same extent that such revenues may be so 
applied under the Federal reclamation laws. 

\t the present time the Bureau of Reclamation is carrying on an investigational 
program in the area defined in section 3 of the bill. While those investigations are 
not complete, some preliminary estimates are available as to the acreage of new 
lands and lands needing supplemental! water that may be found feasible of develop- 
ment in accordance with the procedure proposed by the bill. What is now regarded 
as the probable maximum development in areas investigated to date includes 
about 34,500 acres of new land and 13.000 acres of land needing supplemental 
water supply. In addition, there are other lands which probably could be bene- 
fited. Present indications are that the authorizations will be recommended in 
stages, each division to comprise lands in geographically defined parts of the 
entire area. 

Preliminary cost estimates based on 1952 price levels indicate that the con- 
struction costs of irrigation works for this total development would amount to 
about $34,000,000. At the present time no reliable estimates have been made of 
the part of this amount that could be repaid by the water users, but it is believed 
that it would be substantial. The current estimate of the cost of Chief Joseph 
Dam and power plant, on the basis of a 16-unit generating system, is $206,000,000, 
not including interest during construction. 

The total amount of interest to be earned on the power Investment im Chief 
Joseph Dam, assuming for the moment that the total is allocated to commercial 
power would be about $165,000,000 over a 50-year period. For this calculation 
the rate of 214 percent per annum has been used, this being the rate heretofore 
used by the Bonneville Power Administration in its rate and pay-out determina- 
tions on other dams built by the Corps of Engineers. I am much aware of the 
current controversy concerning the application of the interest component of 
power revenues to the retirement of irrigation costs assigned for return from power 
revenues. This bill, as I understand it, does not attempt to settle this issue, but 
it is so framed that the interest component of Chief Joseph power revenues could 
be applied in the same manner and to the same extent that is permitted under the 
Federal reclamation laws. If so applied here, the interest component, as is indi- 
cated by the figures given above, will be greatly in excess of the costs expected to 
be assigned for return from power revenues. If the interest component is not so 
applied, the effect of the required assistance to irrigation on pay out is of rela- 
tively small moment. 

At rate levels for power and energy expected to prevail on the Bonneville Power 
Administration system, the power investment could be expected to be returned 
in 50 years with interest at 24% percent per annum from the time the power plant 
is completed and put into service, if past repayment practices should be con- 
tinued. After pay-out of the power investment is accomplished, there could be 
available annually, after the payment of operation, maintenance, and replace- 
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ment costs, about $7,662,000 if it is assumed that change would be vale 
project returns to reflect the repayment of the power investment Hence 
if the total amount of irrigation construction Costs were assigned for repa 


by power revenues and the interest component were not applied 


manner, it appears that these costs could be repaid by power 


tending the pay-out period about 442 vears 

+2 Ther are now pending before the Senate Cor ttee « rite ra 

Affairs two bills, S 23lS and S 2319, to author Ze the establishment Ia \ l Dis 
Basin account. We have heretofore reported favorab milar | 
enactment of H. R. 6163 would not be inconsistent th enactmet 


ther of these bills 


The Bureau of the Budget has advised that ther 
wion Of this re port to vi r committee 


Sincerely vours, 





Defense for the views of the De partment of Defer ! espeet to H. R. 6163 
ight v-second Congress, a bil Vice f rizatie va 
works in connection with Chief ph Da vr fina 
thereto fron power revenu and for ther purp The Seeretar e Theft; 
has delegated to the Department of the Arn v 
the views of the Department of Defense there 

Che Department of the Army on behalf of t yepartment of MWetense is 
considered the above-mentioned bil Phe pury t } : to pal 
authorization for Chief Josep! Dan nthe State \ v 
reclamation of arid lands in the genera ( i 
financial assistance in such reclamatio1 e | pl es for the provisior bye 
nade in the construction of the dam for irrigat { { pad 
be agreed upon between the Secretaries of the Interior and tl \ 
be operated to provide for release ¢ i [ i 1 est 
power for pumping of water for irrigatio1 Phe Secretar f the Interior 
authorized to allocate to irrigation appropriate port I pr 
apply power revenues to the return of sucl <4 t er irrigat rn ¢ 
extent permissible inder Federal reclamat i ui rhe t i I 
the Seeretarv of the Interior to construet irrigat rt het en tirana ¢ 


Dam and Moses Coulee, as divisions of tt { 





ibsequent specify econere ional authorizat rv 

The Department Is OF The opinion that the pr pa 
accomplished under existing law, with the exce] f the pr : for financia 
assistance to irrigation from power revenues I ‘ ting legislatio f particular 
applicability is section S& of the 1944 Flood Cor \et D8 Stat. SS; ct 
provides in part that whenever the Seeretary of e Arn 
recommendation by the Seeretarv of the Interior, that anv dam and C1 r 
project operated under the e Secreta! f \r i i 
for irrigation purposes, the f the I horize 
such works as he may deem for \ 4 
quent authorization by Cor respec ion f financia 
assistance to irrigation from power revenue this Department in an agreement 


with the Department of the Interior concerning the C mbia River Basit lated 
April 11, 1949, indicated its concurrence in this general principle it mnectior 
with projects in the Pacific Northwest \ccordingly, the Department has 


general, no objection to the obje ectives of the bil HH vever hn vie or the 
existing authority, it is suggested that the onlv prov m requiring additional 
legislation, that is, the one providing for financial assistance, be accomplished by 
simple amendment of the Chief Jose ph project authorization to prov de that 
whenever Congress has authorized the construction of irrigation works as div V1 


of the Chief Joseph project, power revenues may be applied to the returr 
reimbursable irrigation costs found to be bevond the reasonable ability 
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water users to repay to the extent that such revenues are available over and above 
all costs properly chargeable to power, including interest on power investment. 

The provisions of section 2 (c) pertaining to allocation by the Secretary of the 
Interior to irrigation of appropriate portions of the costs of the dam and power 
plant would conflict with and partially duplicate responsibilities of the Depart- 
ment of the Army. The Department of the Army’s responsibility for the project 
investigations and reports to Congress and for construction, operation, and 
maintenance includes the responsibility for making the necessary allocations of 
cost to all project purposes including irrigation. Such duplication of responsi- 
bilities is unsound; and the proposed authority for allocation by the Secretary of 
the Interior should be eliminated. 

On the other hand, if yvour committee should favorably consider enacting 
the provisions of H. R. 6168, section 2 (ec) should be modified to provide that th 
Department of the Army in connection with the over-all allocation of costs shall 
allocate appropriate portions of the costs of the dam and power plant to irriga- 
ion, after consultation with the Department of the Interior. Further, it should 
be made clear both in section 2 (¢c) and section 3 (a) that the revenues to be applied 
to the return of irrigation costs shall only be such as are available above all costs 


Ak 


chargeable to power, interest on the power investment to be specifi allv included 
in such charges to power. The Department considers it inadvisable that there 
be any implication in the bill that interest on the power investment may be ap- 


plied to the return of irrigation costs 





‘sted also that the rates for power 
for irrigation pumping should be subject to approval by the Federal Power Com 
mission along with rates for other power users as provided in section 5 of the 1944 


t 
Fl 


0d Control Act. : 

\ similar report on a companion bill, 8S. 2320, has been coordinated among 
the departments and boards of the Department of Defense in accordance wit! 
proce dure . prescribed by the secre tary of Defense. 

The Bureau of the Budget advised that there would be no objection to the 
submission of a similar report on 8. 2320, the companion bill, but the De partment 


of the Army understands that the Bureau does not recommend enactment of 
S. 2320 at this time. 


“Ve 


Sincerely yours, 


FRANK Pace, Jr., 
Sec eta oF the Army. 


/ 
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JUNE , 1952 Committed to the Committee of the Whole House « { Sy 


Mrs. BOSONE., from the Committee on Interior and Insular Affairs 
submitted the following 


REPORT 


[To accompany H. R. 7084] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 7084) to facilitate the development of smal] 
reclamation projects, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended 
do pass. 

The amendments are as follows: 

Page 1, lines 5 and 6, strike the words ‘‘and the Reconstruction 
Finance Corporation are’ and insert the word ‘‘is”’ 


Page 2, strike all of lines 1 and 2. 
Page 2, line 3, strike the subsection designation ‘‘(e)’’ and insert 


"ia". 

Page 2, line 4, following the word “any” insert the words “com 
munity type”’ 

Page 2, line 5, following the word ‘‘a’’ insert the word ‘major’ 
Strike the words “comprising an”’. 

Page 2, lines 6 and 7, strike all of line 6. Strike the words ‘‘con- 
struction cost of not over $1,000,000 in which,” on line 7 and insert 
the words “and with respect to which,”’ 

Page 2, line 9, strike the words ‘‘However, the’ and insert the word 
“The’’. 


Page 2, line 10, following the word “include” insert: 


(1) any project with an estimated construction or rehabilitation cost in excess of 
$1,000,000; (2) any project for the irrigation or drainage of an are? of reclaimable 
land ip excess of five thousand acres; or (3 





Page 2, line 16, strike the words “in the ¢Gircumstances”’ and insert 
the words ‘‘as determined by the responsible State agency and the 
Secretary,’’. 








2. FACILITATE DEVELOPMENT OF SMALL RECLAMATION PROJECTS 


Page 2, line 18, strike the subsection designation ‘(d)”’ and insert 
‘ (c)” 

Page 2, lines 20, 21, 22, and 23, strike the words “in the executive 
branch of a State government which has capacity and is empowered 
to enter into contracts with the United States pursuant to the pro- 
visions of this Act”’ and insert: 
executing administration of the water resources of the State and designated by the 
Governor thereof to cooperate with the Secretary in carrying out the provisions 
of this Act. 

Page 2, following line 23, insert the following new subsection: 

(d) The term “applicant” shall mean any State, political subdivision thereof, 
conservaney district, drainage district, irrigation district, water users organiza- 
tion, or any other ageney having authority under State law to carry out reclama- 
tion by irrigation or drainage and related activities. 


Page 2, line 24, insert the subsection designation ‘“‘(a)’’ following 
the numeral ‘‘3.”’ 

Page 3, lines 1 and 2, strike the word “Corporation” and insert the 
word “‘Secretary”’. 

Page 3, line 2, following the word ‘‘of”’ insert the words “‘section 
7 of’’. 

Page 3, following line 4, insert the following new sentence: 

All loans to and repayments, including interest, from applicants shall be made 
from and to this fund and sums in the fund may be expended as if such sums had 
been specifically appropriated. 

Page 3, line 5, Preceding the word ‘‘There’’ insert subsection 
designation ‘(b)”’. 

Page 3, line 6, strike the words ‘‘and the Corporation’’. 

Page 3, line 7, following the words ‘‘out the’ insert the word 
“other’’. 

Page 3, line 19, strike the word “its’’ and insert ‘“‘a’’. Strike the 
word ‘‘on—”’ and insert: 
on the proposed construction together with its certification as to the adequacy 
and competency of said report and findings. The report shall set forth 

Page 3, line 25, strike the words “its ability’’ and insert the words 
“the ability of the applicant”’. 

Page 4, lines 3 and 4, strike the words ‘provided by the responsible 
State agency; and”’ and insert the word “provided.”’ 

Page 4, following line 7, insert the following: 

(5) such other information on any proposed construction as determined by the 
Secretary to be desirable or necessary for him to comply with section 6 of this Act. 

Page 4, strike all of lines 8 to 11, inclusive. 

Page 4, line 14, strike the words “he shall’. Strike all language 
from page 4, line 15, through page 5, line 6, and insert the words ‘‘the 
project shall then be eligible to receive the benefits hereinafter pro- 
vided.”’ 

Page 5, line 7, strike the word “‘Upon”’ and insert the word ‘‘ After”’. 

Page 5, line 8, strike the word “Corporation,” and insert the word 
““Secretary,’’. 

Page 5, line 9, strike the words “‘responsible State agency,’ and 
insert the word “‘applicant,’’. 

Page 5, line 10, strike the words “‘ without interest’’. 

Page 5, lines 11 and 12, strike the word ‘“‘Corporation”’ and insert 
“Secretary”. Strike the word ‘advance’? and insert the word 
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« 


“furnish”. Strike the word “agency” and insert the words “applicant 
in accordance with the provisions of the contract’. 
Page 5, line 13, add the following new sentences: 


Interest on advances to said agencies shall be payable in the same manner and to 
the same extent as that on the reimbursable costs of projects constructed under 
the Reclamation Project Act of 1939 All changes, by amendment or other 


i 


legislation, in the provisions of that Act relating to the payment of interest shall 
be applicable to contracts thereafter entered into under the provisions of this Act 


Page 5, line 22, strike the words ‘‘responsible State agency” and 
insert the word ‘“‘applicant’’. 
age 6, strike all of subsection (d), lines 16 to 18, inelusive 
Page 6, strike all of subsect 1), lines 16 to ] l 
Page 6, line 19, strike the words ‘‘and the Corporation”’. 
Page 6, line 20, strike the word “‘either’’ and insert the word ‘‘he’’ 
Page 6, line 22, strike the words ‘‘employee, or’? and insert the 
words ‘‘emplovee of”. 
Pose 6 line 2%. strike the words “‘or of the Corporation” 
age 6, line 25, strike the words “or of the orporation .. 


PURPOSE OF THE BILI 


The purpose of the bill is to provide funds for the development or 
rehabilitation of community-type small projects for the reclamation of 
land by irrigation or drainage under State sponsorship through loans 
(not grants), made by the Secretary of the Interior. A recent survey 
indicates that in the West alone there are potentially more than 400 
small irrigation projects. 

The Department of the Interior, through its Bureau of Reclamation, 
has had experience in the reclamation of land through both irrigation 
and drainage having furnished irrigation service to more than 6 million 
acres of land, drainage service to approximately a million acres. 

Under the bill, applicants would request, through such State agen- 
cies as the individual States may designate, loans of sums not greater 
than one-half of the construction cost of a project. The bill is pur- 
posely limited to small projects having areas of less than 5,000 acres or 
& Maximum estimated construction cost of $1 million. 

The bill has the advantage of assisting the small projects which 
have, in general, suffered through lack of ability to secure the type of 
engineering and financial assistance which is most needed. It places 
the major responsibility on the State and local organizations. It 
has the further advantage of maintaiming a uniform Federal poliey 
for reclamation service by the Federal Government. 

On April 28, 1952, the Secretary of the Interior transmitted his 
report on the proposed bill recommending its enactment. With 
his report he forwarded a letter dated April 25, 1952, from the Director 
of the Bureau of the Budget to him. 

The favorable letters from the Secretary of the Interior and the 
Director of the Bureau of the Budget and the unfavorable report of 
the Secretary of Agriculture are as follows 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
; Washington 25, D. C., April 28, 1952. 
Hon. JoHn R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. Murpock: We are glad to comply with your request for an 
expression of our views on H. R. 7084, a bill to facilitate the development of small 
reclamation projects 

Enactment of the bill is recommended. 

It appears that the purpose of this bill is to encourage the investigation and 
construction of small reclamation projects by the States. Under it the States 
would carry a major responsibility for the suecess of the program. The Federal 
Government would assist in the investigation, planning, and design of such 
projects by furnishing existent engineering, economic, and hydrologic information 
and, when requested, more direct assistance. It would aid also by lending, 
through the Reconstruction Finance Corporation, a maximum of one-half of the 
construction cost of the project. In special cases where substantial benefits from 
the project flow to the public in general, the bill provides that the Committees on 
Interior and Insular Affairs may authorize the Reconstruction Finance Corpora- 
tion to make a nonreimbursable grant to the responsible State agency contract- 
ing with the United States for repayment of the construction loan. The loan 
would be repayable in 40 vears without interest. 

\ recent survey by the Bureau of Reclamation indicates that in the West alone 
there are potentially more than 400 small irrigation projects involving irrigation 
service to over 1,200,000 acres of land susceptible of development, together with 
hundreds of small irrigation and drainage projects in the Eastern States. Detailed 
data are not available on the financial prospects of these projects, but it is clear 
that their development is of considerable importance to the Nation. 

The enactment of H. R. 7084 will, I believe, aid considerably in the development 
of small irrigation and drainage projects, but it will not by itself afford a solution 
to all of their problems. It has become increasingly apparent in our experience 
with such projects that increased and responsible State participation is highls 
desirable. Enactment of the bill will be conducive to this. Projects undertaken 
under the bill, however, will not enjoy certain other advantages, such as financial 
aid from power revenues, which are available for many projects undertaken under 
the Federal reclamation laws. The suecess of the program to which enactment 
of this bill will contribute will depend, therefore, in large measure upon the willing- 
ness of the States to make available, or to underwrite, that portion of the cost of 
such projects which is not covered by Federal loans and grants under H. R. 7084. 
For this to be done will require, in most instances, additions to or changes in 
State law 

The general observations stated above are not made in order to discourage 
enactment of H. R. 7084, a purpose which would be directly contrary to the 
wishes of this Department, but in order to point out that its enactment will not 
furnish a panacea for the troubles in which the small project frequently finds 
itself today. H. R. 7084 is a forward-looking step and its enactment will lead, 
I believe, to a far-reaching improvement in the plight of these small grass-roots 
projects. 

I am pleased to inform the committee that the Director of the Bureau of the 
Budget, by letter of April 25, copy attached, has ‘‘advised that the general objec- 
tive of providing Federal assistance on a sound basis for the development of small 
reclamation projects is in accord with the program of the President.’”’ I commend 
the committee’s attention to the six points which are enumerated in that letter. 

Sincerely yours, 
Oscar L., CHAPMAN, 
Secre tary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 25, 1952. 
The honorable the SECRETARY OF THE INTERIOR: 
My Dear Mr. Secrerary: This is in reply to your letter of April 23, trans- 
mitting copies of a proposed report to the House Committee on Interior and 
Insular Affairs with respect to H. R. 7084, a bill to facilitate the development of 
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small reclamation projects. This bill was introduced by Representative Bosone 
as a substitute for H. R. 2646 on which your Department earlier transmitted a 
proposed report to this office, and which was discussed extensively by staff of 
your Department, the Department of Agriculture, the Reconstruction Financ 
Corporation, and this Bureau. It also has been considered in relation to the 
report of the President’s Water Resources Policy Commission. 

Small reclamation projects represent primarily the responsibility of States an 
private groups, but it is clearly in the national interest to encourage States anc 
private individuals in their efforts to stimulate small project development. Unde 
present authority, the Reconstruction Finance Corporation may make loans t 
States, municipalities, and other public bodies, or purchase the obligations of 
States in order to finance small reclamation development. Such loans may be 
made for periods up to 40 years and bear interest covering the full cost of the 
loan program. In considering H. R. 7084, the Congress will need to determine 
whether or not present authority of the Reconstruction Finance Corporatio: 
meets the needs for small reclamation project development. 

The Congress may also wish to consider the relationship between the proposed 
new loan program for small reclamation development and existing authority of 
the Department of Agriculture for water facilities loans in the 17 Western States 
Of further importance is the relationship of the proposed small reclamation project 
program to the existing authority of the Bureau of Reclamation to construct 
Federal reclamation projects. 

As now drafted, H. R. 7084 contains some provisions which would seem to 
complicate unduly the administration of a small project loan program, and which 
may be inappropriate in view of the limited degree of Federal responsibility 
involved in small project development. Some of the questions raised by these 
provisions are as follows: 

1. Section 7 (a) provides for the States to repay the loans without interest. 
This would represent a major departure from existing practice with respect to 
Federal loan programs—all of which at present involve interest payments. It is 
not at all clear what justification there could be for making loans for this purpose 
without interest, when all other Federal loans bear interest. The Federal in- 
vestment in projects under the Reclamation laws is repaid without interest 
but such projects are not financed through loans but instead are directly con- 
structed by the Federal Government. 

2. Sections 5 and 6 contain provisions permitting nonreimbursable contributions 
by the Federal Government under special circumstances and when approved by 
the House and Senate Interior and Insular Affairs Committees. It seems very 
doubtful that small reclamation projects, as a general rule, would include any 
important public benefits which would justify Federal nonreimbursable contribu- 
tions; accordingly, such authority should be omitted, at least until more experience 
in planning and constructing such projects is available. 

3. Section 2 (c) defines a small reclamation project as one comprising an area 
not exceeding 5,000 acres. In view of the lack of adequate data on the size of 
small projects and in order to avoid overlapping with Federal reclamation projects, 
it would probably be better to place the limit at 3,000 acres—at least until better 
information on the need is available as a result of experience. 

4. The bill is not entirely clear with respect to rehabilitation of old projects. 
It would seem desirable to clarify the provisions of the bill to insure that projects 
to rehabilitate old areas must meet the same standards as projects to open up 
new areas, and to insure that the rehabilitation provisions of this bill would not 
apply to parts or units of existing larger reclamation projects. 

5. Section 3 establishes a ‘“‘special’’ small reclamation projects fund, and 
section 7 (d) provides that repayments of advances be covered into miscellaneous 


receipts of the Treasury. The costs of a small project program would be more 
clearly shown, and the budget presentation of such a program would be more con- 


sistent with sound business-type financial statements, if the bill were to provide 
instead for a revolving fund, to which appropriations would be authorized and 
collections of principal and interest would be returned, and from which loans, 
administrative expenses, and interest to the Treasury would be paid 

6. While the bill would have the loans made by the Reconstruction Finance 
Corporation, on the basis of an earlier suggestion by Bureau of the Budget staff, 
our further study indicates that present RFC authority is adequate for the type 
of loans which the RFC wishes to make, and that anv new lending program for 
small reclamation development should be separate from the RFC program 

Subject to your consideration of the above points, there is no objection to the 
submission of our proposed report You are advised that the general objective 
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of providing Federal assistance on a sound basis for the development of sma 
reclamation projects is in accord with the program of the President. 
It will i apprecit ated if you will send a copy of this letter with your report t 
the House Committee on Interior and Insular Affairs. 
Because yours, 
KF, J. Lawton, Director 


DEPARTMENT OF AGRICULTURE, 
Orrick OF THE SECRETARY, 
Washington, April 29, 195 
Hon. Joun R. Murpock, 
Chairman, Committee on Interror and Insular Affairs, 
Hlouse of Re prese niatives 

Dear Mr. Murpock: This is in reply to vour request of April 15, 1952 for a 
report on H. R. 7084, a bill to facilitate the development of small reciamatior 
projects. 

Enactment of this bill would enable the Federal Government: (1) To mak 
loans to qualified State agencies for the rehabilitation and construction of small 
irrigation and drainage projects, or of multiple-purpose projects in which irrigation 
or drainage is a purpose, and; (2) to provide other services in connection wit! 
such projects. The Secretary of the Interior wou ~ determine whether or not a 
loan could be made. The Reconstruction Finance Corporation would be respot 
sible for execution of repayment contracts, for advancing the loans and for thei 
collection. Upon the request of State agency, the Secretary of the Interior could 
provide technical services, and all Federal agencies could make available informa 


tion. Other important provisions of the bill may be summarized as follows: 
(a ae eet the bill could not exeeed one-half the constructior 
cost of the project; (6) these loans would be made to an agenev in the executive 


brat ro a the State government; (c) all loans would be repaid within 40 years, 
without interest; (d) the responsible State agencies would submit reports o1 
proposed projects to the Secretary of the Interior as a basis for his determination 
of whether or not a project constitutes a “reason sh le risk’’; (e) under certai 
circumstances set out in the bill the Federal “Gove rnment could make nonreim 
bursable contributions toward the project f) certain limitations are placed upo! 
farm size; (g) preferences are granted the United States, publie bodies and coop 
eratives in the sale of power; and (h) certain other interests of the United Stat 
are protected 

The Department of Agriculture has long ut 


1 
credit and technical assistance especially 





‘ged an adequate Federal program of 
designed to meet the needs ot existing 
reclamation enterprises, and to promote the development of worth-while new 


enterprises We are, therefore, in full accord with the general objectives of H. 
7084. Nevertheless we feel that in its present form the bill is not fully responsive 
to needs as they actually exist. Moreover, it is not entirely in harmony with well 
stablished Federal policies nor with accepted principles of good organization and 
administration We recommend yrs van that it be amended 

1) Enable loans to be made directly to enterprises as well as to State 


executive agencies 
(2 Benefit A wide r range of enterprise ~ 
3) Bring it into line with existing agricultural credit policies and programs 
} Make the activity contemplated an integral part of the Nation’s 
over-all program < een il credit and technical assistance 
We ate n to make clear, with respect to the first point, that we have 1 
objection to loans being nee directly to an agenev of the executive branch of a 
: ronment. It is good public policy, we believe, to place primary responsi 


the local level in those cases where it can be suecessfully assumed 
feel that the States should be encouraged to assume responsibility for 








of activities. But other responsibilities may and should be placed 
in the cities, counties, and other political subdivisions of the State and with loca 
private organizations. Long po gang in working with farmers, individually 
and in groups, has convinced us that the people who will make their living o1 
reclaimed lands can, in iy Saideare: naan primary responsibility in develop 
ing the ee: sut to suecessfully discharge this responsibility many of 


them need access to adequate credit and technical help That is w hy we believe 
H. R. 7084 shoul d be amended to permit loans to irrigation and dr: vil age districts 
and to ether competent organizations. This will not do away with the need for 


public proj ets constructe d by the Federal or State (;,overnment B it 


it will serve 
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to keep to a minimum the number of such projects This result | f 
be considered highly desirable by those who believe that primary r i 
should be placed in competent local enterprises; and hence that Federal and State 
(;overnments should undertake only those projects that cannot be carried 
local enterprises. H. R. 7084 would limit loans to State ager 
the cost of the needed improvement Obviously this nitatior ald t ar 
to loans made directly to enterprises 

Broadening of the bill in the manner suggested would have other very 


ry Dp al 
advantages. It would enable a program of credit and technical assistanes ) 
forward in States not yet in a position to assume the degree of responsib 
contemplated by H. R. 7084 It would also meet needs in States that, for e 
reason or another, decided against establishment of an agency meet é 


requirements of this bill, or that simply preferred to hay YF ly 
enterprises. In other words this would introduce a desirable element of flexibility 
not found in the bill in its present form. Suet amendment woul 
bring the bill into accord with well-established Federal credit policies 

loans can be made directly to competent organizations of direct beneficiaries 
Of course, in States organized to assume, and in any particular instance desiroi 








of assuming, the primary responsibility, the Federal Government should not 
hesitate to make the loan directly to the responsible State agency But we do 
not believe that the Federal Government should attempt, throug nactment of 
H. R. 7084 in its present form, to force all States to follow a fixed er! 

Our second point is that the bill should be amended to benefit much wider 





range of enterprises. We are convinced that a program of credit 
assistance is the best wav to meet the needs of some enterprises that 
than 5,000 acres. As indicated above, we feel that the need for publi 
strictly limited; that neither the Federal Government nor the State governments 
should undertake the direct construetion of projects that can be successfully 
carried out by organizations of the people on the land Particularly in the humid 





parts of the Nation will nonpublic enterprises covering more than 5,000 acres be 
needed. For these and other reasons we feel that the upper limits of 5,000 acres 
and $1,000,000 should be removed. 

Our third point is that the bill should be brought int harmony with existing 





Federal credit policies, particularly with respect to interest Knact of H. R 
7084 in its present form would have serious and far-reac itions for all 
other credit activities of the government For if inter s are offered 
in one credit program it would be difficult to justify ch: rest many 





of the other loans the Government makes for agricultural and other purposes. 
On this basis alone we would have to object to the interest free provisions of the 


bill. But over and above this, we feel that when the Federal Government pays 
a part of the cost of such reclamation enterprise the amount of its contribution 
should be based upon an estimate of the benefits to the Nation as a whol For 
any particular enterprise this might be more or less than what it would cost 
the Federal Government to pay the interest on the loar In this connectior 


attention is called to the fact that the bill does make provision (in sees. 5, 6, and 
7) for nonreimbursable Federal contributions toward the cost of such enter 


1 prises 
These would be based upon a determination of benefits to the Natior Of course 
the items for which such contributions could be made at any particular time 
would depend upon the policies in effect at that time under existing law”’ (se y 
Our final main point is that a program of the kind contemplated by H. R. 7084 
should be an integral part of the Nation's over-all program for making availabl 
credit and technical services for agricultural purposes Irrigation and drainage 
enterprises are undertaken so that farmers can increase the production of needed 
agricultural commodities Thev are, therefore, agricultural undertaking It 
follows that the credit activity contemplated by H. R. 7084 wpuld constitute at 
agricultural credit progran In the past the Congress has, wisely we believe, 


made an effort to bring together in the Department of Agriculture all agricultural 
credit programs of the Federal Government 
These agricultural credit programs include, in faet, one under which loans ar 


made to small irrigation enterprises This progran carried out under the Water 
Facilities Act of 1937 (50 Stat. S69 This act authorizes the Secretary of Agri 
culture to make loans and provide other assistance to farmers and groups of 
farmers, in the arid and semiarid parts of the Nation, for the nstruction and 
rehabilitation of water facilities. The usefulness ot this act was severely circu 

seribed by subsequent legislation placing a limitatior pon the size of loans that 
eould be made under it Prior to June 10, 1949, this limit was $50,000. 8S 


that date it has been $100,000 If H. R. 7084 were to be enacted i ts present 
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form it would establish a credit program duplicating the water facilities program 
for loans up to the latter amount. This bill could, of course, be amended to 
limit its use to undertakings requiring loans greater than $100,000. sut we do 
not recommend this because it would not eliminate a far more serious duplica- 
tion; a duplication in the assignment of basie responsibilities, and in the adminis- 
trative machinery for handling agricultural credit Clearly it would be far more 
logical to make the proposed activity a part of the broad program of agricultural 
credit and assistance already in existence. This could very easily be done by 
relatively simple amendments to the Water Facilities Act, or by other means 
This Department would, of course, be very happy to work with the committee to 
this end. 

Under the Flood Control Acts the Department of Agriculture is recommending 
to the Congress the construction of numerous small headwater reservoirs and 
other engineering works. Many opportunities arise for multiple-purpose projects 
in which irrigation or drainage can be added to the primary flood-control purposes 
of such works. Very substantial savings to the Government, as well as to those 
who would pay for the reclamation features of such multiple-purpose undertakings. 
could be achieved by combining this Department’s activities under flood-control 
legislation with a program of assistance to small reclamation enterprises. This 
would be another important advantage of making the proposed activity an 
integral part of the broad program of the Department of Agriculture. 

In sharp contrast to the logic, and to the obvious advantages, of the course we 
are suggesting are certain features of the program proposed in H. R. 7084. One 
if these, the establishment of a policy of interest-free Federal loans, has already 
been mentioned. Another is the proposed division of responsibility for Federal 
loans between the Department of the Interior and the Reconstruction Finance 
Corporation. Section 5 authorizes the Secretary of the Interior to determine 
“that the requested project constitutes a reasonable risk.’’ This language seems 
to make the Secretary of the Interior responsible for the loan, with the Recon- 
struction Finance Corporation merely providing the machinery for handling 
details and records. But other parts of the bill seem just as clearly to place upon 
the Corporation the full responsibility for contract execution and collections. 
Such an arrangement is in conflict with generally accepted principles of good 
organization and administrative management. Long experience has convinced 
us that in dealing with loans, more than in any other Federal activity, there must 
be definite assignments of responsibilities and clear-cut lines of authority. 

A still further important effect of this bill would be to bring the Department 
of the Interior into the field of drainage. The main Federal activities in aid of 
drainage have for many years been a responsibility of the Department of Agri- 
culture. Any-further Federal assistance to drainage enterprises should, we be- 
lieve, be assigned to this Department. This is logical because drainage enter- 
prises are agricultural undertakings, and because the need for major engineering 
work by the Federal Government is limited to that required in increasing the 
capacity of the larger rivers. This function is already assigned to the Corps of 
Engineers; an agency with which the Department of Agriculture works very closely 

the drainage field. 

For somewhat similar reasons we question the need for authorizing the De- 
partment of the Interior to enter into the field of irrigation throughout the Nation. 
We have made some careful studies of the need for Federal assistance in aid of 
irrigation in the humid portions of the Nation. We are certain that there is no 
necessity for an approach of the sort developed by the Department of the Interior 
for use in the arid regions. But there is an urgent need for a program of credit 
and tedhnical assistance. Such a program, as has already been pointed out, 
should be carried out by the agency now responsible for agricultural credit and 
other services. 

In view of all the foregoing we recommend against enactment of H. R. 7084 
in its present form. We urge the enactment of an amended bill, or the amendment 
of existing legislation, to establish a broader and more useful program of credit 
and technical assistance within the Department of Agriculture. We stand ready 
to assist the committee in the preparation of such legislation in any way it may 
indicate 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. Enclosed is a copy of that Bureau’s letter of April 28 commenting 
upon the bill. 

Sincerely, 
Cuar.es F. BRANNAN, Secretary 


O 
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The Committee on the Judiciary, to whor 
Ht. R. 168) to extend the statute of limitat thr re t erta 
amendment and recommend t 
The purpose oO} thre bill it ! 
plovees under the Federal Emplovers’ | Let 
the act of August 11, 1959 Lecor 


of the aet of \pril 2? 19YOS, as amender 15 | s: 4 yf 


enactment of the time tor commence al tior 
Kmplovers’ Liability Act where an awa di tH orkmet 
compensation law has been held by thi 


jurisdiction, to be invalid on the ground that the in 

tained in interstate Commerc \t the present tim hi 
limitations in actions under the Federa “iy vers’ Liabilit \ 
3 vears from the date on which the inj : Lavine | 

act of August 11, 1939, the coverage o hy | il | 


Liability Aet was extended to cover bor e cas . 
awards have been made under St 

which have subsequently been ruli nvatid . 

eround that the empiovees nvolves i! \ I 
amendment and therelore then 

Federal Employers’ Laabilits Lect ane ho rot 

pensation act . At the same time that th 
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statute of limitations under the Federal Employers’ Liability Act was 
running so that today the employees whose awards have been ruled 


4 invalid by the State courts cannot bring an action under the Federal 
; Emplovers’ Liability Act because the statute of limitations is a bar. 
\ Attached hereto and made a part of this report are reports from the 
; Department of Justice and the Department of Labor. 
DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
i ashington, Vo embe r I 5. 1951 
Hon. EMANUEL CELLER, 
Chairman, Commiitee on the Judiciary, 

: Ho iSé of Re prese ntatives, Wasi ington, o>: i 
* 


My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 168) to extend the statute of 
limitations with respect to certain suits. 

: The bill would amend section 6 of the act of April 22, 1908, as amended (45 

, U.S. C. 56), to provide that the time for commencing an action, where an award 
under any workmer.’s compensation law has been held, by the highest court of 
competent jurisdiction, to be invalid on the ground that the injuries were sustained 
in interstate commerce, shall be extended 1 year from the enactment of the 
amendment 

The purpose of the bill is to revive certain claims of railroad employees under 
the amendment to the Federal Employer’s Liability Act effected by the act of 
August 11, 1939, which made the act applicable to railroad employees ‘‘any part 
of whose duties’”’ in any way ‘‘directly or closely and substantially” affects inter- 
state commerce. At the time of its enactment, a number of such emplovees had 
pending claims under various State workmen’s compensation acts which the State 
courts have held were extinguished by the adoption of the 1989 amendment. 

Whether the bill should be enacted presents a question of legislative policy 
concerning which the Department of Justice prefers not to make any recom- 
mendation. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
\. Devirr VANECH, 
De p ity Attorney Genera 


UnitEpD Sratres DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washin jton, Januar j 25 | 1952. 
Hon. EMANUEL CELLER 
Cha man, Committee on the Jud c1ary, 
House of Representati ves, Washington, pot. 

Dear CONGRESSMAN CELLER: This is in response to your recent letter re- 
questing my comments on H. R. 168, a bill to extend the statute of limitations 
with respect to certain suits. 

H. R. 168 would amend section 6 of the act of April 22, 1908, as amended (45 


U.S. C. 56), the E mploye ‘es’ Liability Act, relating to injuries in railroad employ- 
ment. It would proy ide tor the extension for | vear from the date of enactment 
of the time for commencing an action ‘‘where an award under any workmen’s 
compensation law has been held by the highest court of competent jurisdiction, to 
be invalid on the ground that the injuries were sustained in interstate commerce.” 

The purpose of the bill is to revise certain claims under the August 11, 19389 
amel dment to the Employers’ Liability Act, which broa fened the act to apply 
0 railroad employees ‘“‘any part of whose duties” in any way “‘directly or closely 
and substantially” affect interstate commerce When the amendment was passed, 
a number of such employees had claims pending under various State workmen’s 
compensation law These claims were subsequently held by State courts to have 
been extinguished by the adoption of the 1939 amendment, apparen uty on the 


ground that the employees had been brought under the protection of the Federal 
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+) 
statute. Presumably, the period of limitations provided by the Federal a 
expired before such employees could bring the la { 
Thus it appears that while Congress enacted the 1939 ar in f 
express benefit of certain emplovees, includin Lhe esceripbed ab 
ment has actuallv resulted in their losing all b f Sta and | 
law. I favor enactment of H. R. 168, which is aimed at 
situation and at restoring claims never intend ( LV 
tinguished. 
The Bureau of the Budget advises that it ha ) o the 
this report. 
Yours very truly 
NI H Cy 
| ‘ l 
CHANGES IN EXISTING LAW 
In compliance with clause 2a of rule XIII of the House of Repre 


sentatives, there is printed below in roman existing law im which no 


change is proposed (matter proposed to be stricken out enclosed in 


black brackets, and new matter proposed to be added shown in italics 
§ 56. Actions; limitation; concurrent jurisdiction of courts; 
State court. 


No action st all be mail tained under thi } } 


removal of case in 


I is chapter unles ram iw 
three vears from the day the cause of action ac 
The time for commencing an action, where ar / 
pensation la has been held, bythe} hie {co t«j f f Sif { n.t 
on the ground that the injuries were sustained ey, ; , : 


one year from the enactment of this amendment. 
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of the Union and ordered to be printed 


Mr. Dawson, from the Committee on Expenditures in the Executive 


Departments, submitted the following 
] 


SEVENTEENTH INTERMEDIATE REPORT 


Submitted by the Subcommittee on Intergovernmental Re 


yt 


On June 27, 1952, the Committee on Expenditures in the Executive 
Departments unanimously approved the report of the Intergovern- 
mental Relations Subcommittee on the Alameda Medical Supply 
Test (Federal Supply \Mlanagement The chairman Was directed 


to transmit a copy to the Speaker of the House 


INTRODUCTORY STA 


I 

In the summer of 1951 at Alameda, Calif the Department of 
Defense undertook a test for unified distribution of medical s Ippites 
This test was instituted to evaluate the feasil l Of: assigning to ore 
Military department the responsibility for . MItLOI he a ed 
services of medical items and for theu epot storace SStle and 
maintenance It should be stressed that the Alameda « Yperiment 1s 
Ol a unique character in the field of unified militar Supply distribu 
Lion. The Munitions Board was named to overs I est (exhibit 3 
Actual operations commenced on March 2 (exhil tho) with the 
Army Alameda depot receiving requisitions from all military s ces 
in the western part oO the zone of interior a Loverseas neluding the 
Korean theater 

The subcommiuttes report on cit SUDDIN NI: cement’ 
recommended that 
u ilistic pla f cross ser i nce 
is a 101th i pt ir vTa } 
"tH. Rept. No. 658, 82d ¢ 
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In subcommittee hearings ? which followed the issuance of this report, 
it was developed that as a result of a directive of the Secretary of 
Defense of July 17, 1951, the medical supply field should receive 
immediate attention. 

Paragraph 5 (c) of the directive in this regard reads: 

Priority study shall be given to the feasibility of assigning to a single military 
department the responsibility for procurement, distribution, including depot 
storage and issue for classes of common items of supply and equipment, and depot 
maintenance of such equipment. Medical supply items shall be the first category 
to be studied. 

The Department of the Army upon being assigned the re sponsibility 
for the test chose the Army medical depot at Alameda as the ope rating 
base. Meantime, the Navy Oakland depot is being kept in stand- by 
status. 

To assure validity of conclusions reached in this test, the selection 
of Alameda not only provides a representative cross-section of supply 

support for all three services in the Western States but, in addition, 
supplies Korean operations. In this way Alameda can demonstrate 
the effectiveness of supplying medical items to combatant elements 

This experiment has an important bearing on future handling of 
medical supplies world-wide for, if successful, it can be extended to 
many other commodity classes. The Department of Defense has 
several other such commodity areas under study asa result. of the 
Department of Defense directive of July 17, 1951. 

Medical distribution 

To assure adequate medical stocks for Navy needs during the test, 
the Alameda Army depot received 2,000 tons of medical items ($2.5 
million value) from the Navy depot at Oakland. This is a 3-month 
supply requirement for the Navy. As needed, additional stocks will 
be transferred from Navy sources to Alameda. Under existing agree- 
ments Air Force is supplied from that installation also. Thus all three 
military services are made active participants in the unified test. 

Alameda has become a storage and issue point for a unified medical 
supply pipeline. The effectiveness of the test will be gaged by the 
adequacy of supply which the Alameda depot can re ‘nder to military 
activities. In this connection, the subcommittee observed during its 
recent overseas study that personnel stationed abroad are not gen- 
erally concerned whether supplies are issued from one depot or anothe1 
wr from one military department or another so long as requirements 
are met. 

The medical supply test has key significance in military supply 
organization and management. It can be a guide to handling many 
other common commodity classes. It may point a way to great 
savings for the taxpaver m material, space, manpower, and _ trans- 
portation. Moreover, it is important to note that if a form of unified 
distribution had existed during the first days of the Korean crisis, 


2 See hearings on Federal Supply Management (Military and Related Activities 

3 See exhibit t 4B for full text of July x 1951, directive No 250.01 1. 

4 See vy of Gen. Joseph T. MeNarney, }. 189, and John D. Small, p. 214, Federal Supply Manage- 
ment A ‘0 testimony of Under heteetnie of the Army, oruhit wd § Alexan jer, Karl R. Bendetsen, 
Assistant Secretary of the Army, and Chairman John 1D. Small in Hear ng 1 Federal Supply Management 
(Textiles and Clothing and ASPR conference Febrvary 22 to March 1952 


5 Brig. Gen. D. H. Alkire, Far East Air Force, Tokyo, stated: 

we don’t care how it is procured or how it is distributed to the theater. We are asking here 
that the material enter the Air Force pipeline when it arrives in the theater. That still permits the com 
mander in chief of the command to divert his resources to anybody that needs them in an emergency or 
times of distress. For a normal accomplishment of the mission we can be more effective if we have sol 
supply support.” 
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the heavy burden placed on Army facilities to furnish medical sup- 
plies for our Korean troops would have been eased since the Navy 
could have contributed more heavily to the common objective through 
existing facilities.6 It is interesting to note that during the period 
when the Army was having difficulty in obtaining medical supplies, 
the Navy depots had on hand large stocks for its own use. In fact, 
today the Navy total output from all depots has increased but slightly 
since the Korean outbreak. (See exhibits 2A and 2B 


Military medical de pots 


In addition to Alameda, the Army has medical depots at Louisville, 
Ky.; St. Louis, Mo.; Atlanta, Ga.; and Schenectady, N. Y. These 
installations have 4,353,000 gross square feet of space operated, 
with volume on hand placed at 84,907 tons as of December 31, 1951 


The Navy has five medical depots. They are located at Edge- 
water, N. J.; Mechanicsburg, Pa.; Oakland, Calif.; Clearfield, Utah; 
and Spokane, Wash. Medical supplies on hand occupy 1,862 124 


square feet of space totaling 49,645 tons. (See + exhit 1.) During 
the last quarter of the calendar year 1951, the Army issued 14,187 
tons of medical items from its depots with 84,907 tons remaining on 
hand at the end of that period.’ 

During this same quarter, the Navy issued 5,399 tons and had on 
hand 49,645 tons at the end of that period. 

Medical issuance from Army and Navy sources, therefore, amounted 
to 19,586 tons in the last quarter of calendar year 1951. This indi- 
cates an average annual rate of issue of 78,344 tons. When the issue 
rate of tonnage Is compared to the stocks remaining which aggregate 
134,552 tons, it is evident that medical items available to the services 
in the aggregate indicate a 2-year supply on hand based on tonnage 
figures it is likely that the items on hand are not pr ope rlv balanced 


some being in long and others being in short supply. This may be 
accounted for since some residual stocks from World War II are carried 
in storage. Also changes in needs cause disuse and obsolescence. In 


addition, the services are stocking certain work reserves. 

A total annual issuance of 78,344 tons by the Army and Navy 
svstems could be stored and issued from approximately 1 million 
gross square feet of space. 

An examination of storage and warehousing data indicates that the 
combined space operated by the military departments is 6,205,124 
gross square feet. Assuming that stocks are not balanced perfectly 
and that additional space may be required for reserves and special cir- 
cumstances, such as assembled storage field units, it is clear that at th 
rate of current issuance, the total of gross square feet allocated to the 
storage of medical items could be reduced. Of the medical depots 
cited, three could amply handle all military requirements based on 
warehousing and geographical locations. For example: 


Grose 8 are feet 
Alameda (Army 677. 000 
St. Louis (Army) 1. 257. 000 
Edgewater (Navy 527 775 








Total ee om, 2.0 a hee 
6 Testimony of Chairman Small before the subcommittee on March 11, 1952. See hearir n Fe al 
supply management (te xtiles 1d clothing ASPR conferer 
This is en estimated 16-1 nth s supply bas d on tonnage 
8 This represents 2 supply | nat Q 
'l'sing peopoestetpretipe pal floggepey es is a factor. 28.400 tons « he warehe 


three-time annual turn-over would amount to over 80,000 t 








} ALAMEDA MEDICAL SUPPLY TEST 


If the Alameda test is capable of being extended throughout the 
United States appropriate redue “te in the gross square footage space 
required from the approximate 6,205,124 gross square feet now oc- 
eupied by the combined military departments if possible. The savings 
from this source are evident. (Government space is estimated to cost 
approximately $8 per square foot on the average.) This could be a 
decided improvement over the situation which the subcommittee 
high-lighted in a recent report.’? The facts cited in that case are that 
naval activities at Pensacola, Fla., draw medical supply support from 
i Navy depot at Edgewater, N. J.—-over 1,400 miles distance-—despite 
the fact the same supplies are stocked at the Army medical de ‘pot, 
Atlanta, Ga. Similarly, the Army operation at Fort Dix, N. J., 
receives medical supplies from the Army depot at Schenectady, N. Y., 
although Navy stocks are located at the nearby Edgewater, N. J., 
Navyjdepot. This duplication in distribution practices and facilities 
exists in medical supplies and many other commodity areas within 
the Military Establishment. It means overstocking valuable and 
critical supplies, excessive use of space, waste of manpower, and 
multiple cross-hauls with needless transportation costs. 

At the west coast site selected for the medical test, the Army previ- 
ously maintained a medical depot at Oakland, Calif., with 344,000 
square feet of storage space. Across the street, the Navy had a similar 
depot with 535,000 square feet of space."' The Alameda depot with 
677,000 square feet of space replaces these two installations totaling 
879,000 square feet of space. This represents a savings of some 
200,000 square feet of valuable space. 

In the course of subcommittee hearings on Federal Supply Manage- 
ment,’? the Alameda test was endorsed by the Under Secretary of the 
Army, Assistant Secretary of the Army, and the Chairman of the 
Munitions Board. These officials indicated that ample opportunity 
would be given to appraise the effectiveness at Alameda. They as 
well as other Defense officials have expressed themselves as believing 
that the test will be successful and capable of being applied across the 
Nation for medical items and for extension to other commodity areas. 

It is significant to note that the Navy considers medical supplies 
common-use items, and the Bureau of Supplies and Accounts which 
is the common service agency for the Navy is assuming full re sponsi- 
bility for the storage and distribution of these supplies for the Navy. 







H. Rent. 658, 824 Cong... Ist sess., June 27, 1951: ‘Federal Supply Management (Military and Related 
\ ties 
. , Field Conferences on Federal Sinn ly Mi ement 
1 Federal Supply Management (Clothir xtiles and Footwear) (ASPR Conference 
Hou eon Expenditures (82d Cong., 2d sess uM rch 1952 
S tee hearings of July 25, 1951, in Federal Supply Management pp. 168-164 
M1 Does the Bureau of Supplies and Accounts procure and distribute medical supplies and 
‘ tipment at the present time? 
Admiral Fox. We are now wens ng with the Bureau of Medicine and Surgery to take over the medical 
vy system of the Navy to ir e it with the Navy supply system, in compliance with the directive 
of the Secretary ithe Navy of Feb: sary 1, I believe 
Mr, KOEHLER. I would like to say in that connection, Mr. Chairman, that I signed that directive and 
I postpor the actual date of take-over, so the whole program could be phased in and the Bureau of Medi- 
cine nae ery and the Bureau of Supplies and Accounts are 1 w inthe proce i phasing that program, 
we “Mr. B ' Can you give the basis upon which it was decided to combine these funct fS.and A.? 
“Nr. KOEHLER. On the basis that I firmly believe that the Navy should have a thoroughly integrated 
supply system in all phases. The Bureau of Medicine and Surgery has maintained its own supply system. 
Che matter came up for review by Secretary Forrestal in 1947, at which time he issued a directive saying 
for the ti being the Bureau of Medicine and Surgery should keep its own supply syst 
Mr. Bonner. Did 1 ice that one of our recommendations in our report was along this line? 





“Mr KOE Er. After discussion in the Navy the matter wa err Munitions Board and the 
NMounitions Be J approved the position that there should be that integration. It was approved by Secre- 
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Important aspects of single service procurement and distribution of 
medical items 


Medical items are a limited class. They comprise about 9,000 
articles '* and are listed in a joint Army-Navy catalog which has been 
in use for some time.’® All medical items are supplied by a few 
commercial producers. The production of these companies 1s based 
on a very rapid turn-over of stock with small reserves maintained on 
hand. ‘These firms lead an almost hand-to-mouth production exist- 
ence. In addition, this small group of manufacturers are the source 
of medical supplies for the Veterans’ Administration, Public Health 
Service, Federal Civil Defense Administration, other Federal agencies, 
and the civilian population. In view of heavy requirements and 
limited production capacity, it is expedient that we combine all 
Government requirements and match them aon our productive 
capabilities. These factors must be considered if everyone is to be 
properly protected. Industry is entitled to know ae demands will 
be placed upon it. 

Successful results of the Alameda test applied to common distribu- 
tion points could conceivably reduce procurement requirements of the 
military departments. This could have the effect also of reducing over- 
all Government requirements and permitting the medical suppliers 
to phase production more evenly and cheaply. 


SUBCOMMITTEE COMMENTS 


It is not the intention of the subcommittee to prejudge the results of 
this experiment. On the other hand, it should be noted that medical 
supply has been studied by many reliable groups during the past few 
years. It is the general conviction of those who have studied the 
matter that unification in procurement warehousing and distribution 
is feasible and should be done. The development of a catalog and 
the standardization of the relatively few items make it « lemmas 
simple. Preparations for - test were very slow in getting under 
way though the Secretary of Defense endorsed the program almost 
a vear ago." 

It can be anticipated that the operation and results of the Alameda 
experiment will receive considerable resistance from certain quarters 
as are any moves toward increased standardization and unification. 





tary Marshall and on February 1 the implementing directive was issued Consequently, the Bureau of 
Medicine and Surgery supply system will be turned over to the Bureau of Supplies and Accounts 

“Mr. BONNER. 1)o you consider medical items difficult to procure? 

“Mr. KOEHLER. I do not know. I would have to ask Admiral Fox to answer that 

“Admiral Fox. This is going to be a question of ‘passing the buck.’ Admiral Fox does not know, either 


I have never purchased medical items. It has always been in the Bureau of Medicine and Su 
**My personal opinion is that the ; are no different from other items, that they are not adiftic ul 








to eee 


I do not believe these pose any problem to us which is not inherent in any other item of supply They are 
packaged tnedicines. We obviously will have to have technical advice wt ere it is neede d, but tor pat ok aged 
medicines and supplies, I see no problem that is not presented in handli other supplies 


“Mr. BONNER. Don't you feel that some of the ease of medical pro cur e innit can be subscribed to the 
existence of good specifications? 
‘Admiral Fox. Absolutely 
“Mr. BONNER. Would you not say that any good basis for simplifying procurement ¢ 
through the development of proper specifications? 
“Admiral Fox. I agree with you wholeheatedly, sir. It is when procurement comes down to hun 
judgment of one person that we get into trouble 
‘Mr. BONNER. Is it not a fact that proper development 
officers to obtain -“ ssary sup plies with a minimum r 
‘Admiral Fox. I do, sir.’ 
{See p. 104, Fie - i Conferences on Federal Supply Manage 
8 See pp. 476-479. Ibid. 
See p. 5 "yolk tants Management Also appendix 4 which contains policy and planning docu- 
ments re i? iting to the test. 





H. Rept. 2330, 82-2—-—2 
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Assurances from top Department of Defense officials indicate that the 
test will be given a fair trial. Numerous expressions have been made 
attesting to its possibilities for success. 

[t is the intention of the subcommittee to watch carefully and to 
observe on-the-spot any problem areas uncovered. After its conclu- 
sion —scheduled for August 31, 1952, the subcommittee believes that 
hearings and an evaluation of results should claim the attention of the 
Congress and the public. 

This is a program which deserves general support. The public 
should be made aware of its importance. It is a positive and forward 
looking step toward an operation capable of increased efficiency, 
effectiveness and reduced cost to the taxpayers. It points the way to 
strengthen defense at less cost. 


Re spon SLD ness to command 


The subcommittee considers it pertinent to point out that it has 
taken a tremendous effort over a long period of time to get this test 
under Wis 

The armed services have resisted any idea of unified ‘consumers 
logistics.” Each service wants to control its own distribution system 
on the theory of “responsiveness to command.” '* This is one reason 
whi the military Hyer ‘several hundred million feet of expensive storage 
space with very slow turn-over of stock and excessive inventories of 
common items.'S Each desires to be independent and have its own 
complete facilities regardless of the impact on our resources. 


Standard? ation of forms, procedure S. and syste Wis 

The military services have different requisition forms which are 
being sent to the common depot at Alameda. This makes additional 
work and expense The stock control systems of the services are not 
standard; this causes inefficiency. The absence of standardization in 
numerous seemingly small things prevents necessary unification of 
larger matters 
Fund accounting 


The medical supply test has been made more difficult by the fact 
that the Navy keeps title to its stock which thus requires separate 
accounting. This is proving costly and time-consuming. The 
Comptroller of the Department of Defense and other fiscal and 
operating staff might well simplify cross-servicing by establishing 
tock or revolving funds for fast-moving, common items like medical 


upplies which are issued through common depots to several users 
Space management 


The subcommittee experienced difficulty in obtaining reliable and 
comparative statistics on medical supplies and space used for storage 
by the military services. In fact, different figures were obtained from 
different sources in the Pentagon on identical subjects. 

It is strongly recommended that the Secretary of Defense standard- 
ize forms and procedures for space management and prescribe uniform 
definitions of terms and establish uniform standards as for example 
‘number of cubic feet per ton,” ete. 


] Re 1904. s2d ¢ 
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d 
Commercial concerns reduce overhead by using spa h is 
worth several dollars per square foot, to the maxim 
obtain 10 or 12 or more turn-overs of stock annually 
in (government-owned space where evelh COMMON Sloe 
once a year. The subcommittee believes that millions of feet o 
house space owned by the military could, through bett 
ment, accommodate many times the present issue of Ol 
items \Mlore demand and better merchandizin ( ) 
increased turn-over. 
Economical use of valuable space will greatly reduce the nee 
more public works for warehouses 
Stocking le vels 
It should also be borne in mind that it Is ¢ xpensive to hold an in- 
ventory. Direct deliveries from supplier to user will obviate the n 
for depot space. Also more realistic produc tion schedul YW re 


duce high stocking levels, The fact that 
months does not mean that a 6-months depot stock is require 
Planned delivery schedules will periodically bring int 
amount that is used during the period. Deliveries « 
pipeline on contract terms as may be required 


{UIresd 


production time Mav be 6 


o the pipeline the 








APPENDIX 





Exuisir 1 


All medical depots ! 











ARMY 
Tonnage Gross square feet of space operated 
= on hand 
Depot Dec. 31, One 
95 ‘arehouse She vg 
1951 Warehouse Shed improved Total 
Louisville 173, 000 712, 000 2, 617, 000 
St. Louis 1, 257, 000 
Alameda 677, 000 
Atlanta 307, 000 459, 000 
Schenectady 380, 000 152, 000 380, 000 
Total, Army 84, 907 4, 353, 000 173, 000 864, 000 5, 390, 000 
NAVY 
Edgewater - ____- 15, 268 537, 775 14, 074 551, 848 
Mechanicsburg 7, 947 376, 803 376, 803 
Oakland 13, 226 479, 007 12, 000 491, 007 
Clearfield 9, 829 354, 662 354, 662 
Spokane 3, 375 113, 877 113, 877 
Total, Navy 49, 645 1, 862, 124 26, 074 1, 888, 198 
= = = —= — = — 
Grand total 134, 552 6, 205, 124 173, 000 890, 074 7, 278, 198 
ExuHisir 2: 
Medical supply data, Army and Navy depots ! 
Tonnages 
Calendar year quarter ae 
ending- | In Out On hand 
Army Navy Army Navy Army Navy 
June 30, 1950 6, 816 4, 676 7, 301 4, 690 72,771 | 40, 488 
Sept. 30, 1950 1 8, 824 5, 476 11, 543 5, 334 70, 052 | 40, 630 
Dec. 31, 1950 12, 37! 3, 488 15, 120 4, 160 67, 307 39, 958 
Mar. 31, 1951 15, 382 5, 898 13, 440 5, 426 fi, 249 40, 430 
June 30, 1951 15, O82 7, 658 15, 286 6,174 69, 045 | 41,914 
Sept. 30, 1951 19, 120 8, 167 13, 305 4, 705 74, 860 45, 376 
Dec. 31, 1951 ; 24, 234 9, 668 14, 187 5, 399 84, 907 49, 645 
Total. coe ae 101, 833 45,031 | 90, 182 35, 888 
1 As of last comparable period (Dec. 31, 1951). 
$s 
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EXHIBIT 3 





Exhibit 8—Poliey and planning documents, medical a ip 
svstems study project, mav be found in the appe 1 ‘ t url { : 2 I i! 
22, 27, 28, Mareh 5 and 11, 1952, by the Inter rnmental Relations Subs 
mittee of the House Comiittee on Expenditut the Ey 1) 


on Federal Supply Management (Textiles and Clothing ASPR ( 


I-XHIBIT 4A 


THE SECRETARY OF DEFENSE’S MEMORANDUM ¢ \1 3 Y 
Minuirary PROCUREMENT AND R \I 





Memorandum for: The Secretary of the Ar 
The Secretary of the Na 
The Seer irv of the Air For 
Che Assistant Secretary of Defense (Comptroll 
The Assista Secretary of Defense (Manpower and P¢ el 
The Chairman, Munit Board 
The purpose of this memorandum is to cover the actio required to imsure that 
thre objectives of the President's statement I \p | 24.-349d a copy of whi ] 
enclosed, are attained. After consultation w t has been determined that 
he action herein outlined will serve a e desired 1 ilt and, by letter 
today, the President ( ~ 1d 1 1 
Under existing conditions, the military depa shave accepted as controlling 
mnilitary procurement the principle that once the approved active forces are raise 


and modernized and current operating stocks are on hand, maximum feasible 
reliance will be placed on continuing expansible production rather than on reserve 
stocks of end items. 

Accordingly, the basic objective of the military procurement progr: 





| gram W b 
to supply to the services the material and equipment required for the timely a 
complishment of their respective Hiissions In doing + procurement and adeuve! 
of all items must be scheduled in a carefully planned and balanced manner to meet 
the actual service needs. \t ll t mes the present a 1future pl LUCTIVE Lpa 
of industry must be given full consideration and pla must, a ng other thing 
provide for the maintenance of production lines, and wherever possible 
puting requirements, take into account the rapid expahsibiiit I these ( 


With the greatly increased program level t is now necessary that immediat 
steps be taken to Improve eX <ting proceaurt ana I sin the areas treated 
this memorandum 

To that end, the refore, the addressees w 


of the succeeding paragraphs 


4. PRODUCTI SCHEDULI RI 

The presently required submission of planned productior edules of hard 
goods to the Munitions Board for 50 perce P| ‘ tai a al atue Of military 
procurement of hard goods will be broadened ide 75 perce ( tal 
dollar value of such procurement Phese anned hedules Ipport 
justifications to the extent requested, will be sul ted to the Mun ons Boar 
for approval. In the event that circumstances a cause continued variat 
or require major changes in approved schedules, revised schedul Will be sub 


mitted for similar action 
Approved schedul Will be adhered to ln all procul ent operations, and in a 








funding operations in support thereof—allow: being ade for rik 
to-month differences between planned production ra and i leliver 
rates thereunder. It is understood yrodu edule st be a 
upon promptly after submission to lela Che items for i ed 


ules will be submit te 1 will be state 1 in al te! st by the Che 





rman ol ( 
Munitions Board under separate memorandu! together with detailed 
tions as to forms, procedures, and time of sul 
The criteria set forth beloy 1 bye et bv the n al partments in the 
preparation of all such schedul Phe staff of the M ition soard will review 


such schedules for compliance with these criteria a ill effeet, v eu a 
departments, any adjustments required, and difference innot be resol 
under these procedures will be referred to the M Board for re 
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In addition, these schedules mentioned above will concurrently be submitted 
to the Assistant Secretary of Defense (Comptroller) for review and approval 
from a budget and fiscal standpoint and he will effect, with the military depart- 
ments, any adjustments required from such standpoint. 

The criteria are— 

(a) Sehedules must be realistic. 

(b) An orderly procurement program is essential to minimize severe un- 
necessary jolts on the economy. In this connection, attention is invited to 
the fact that funds have been provided in budget estimates to care for de- 
liveries of long lead-time items extending at least through December 31, 
1952. Items should be scheduled accordingly, schedules should not be short- 
ened and rates of production should not be increased except where specifically 
justified and approved. 

c) Where items are related, the scheduling of the easier-to-get items 
should conform to that of the more difficult. 

d) In preparing planned production schedules, the quantities scheduled 
nay be projected as far ahead as desired but shall at least be projected to 
cover all hard goods procurement programs financed or to be financed from 
appropriations, replacing accounts, approved and proposed MDAP _ pro- 
grams, and appropriation estimates as submitted by the President to the 
Congress. Hard goods procurement financed from revolving funds shall be 
scheduled at least through fiscal year 1953. 

(e) Each military department in determining requirements will do so in 
sufficient detail to identify requirements for initial equipment, combat and 
peacetime usage, pipelines and war reserves, and take into account inventory 
position and matériel on order. In the preparation of planned production 
schedules to meet such net requirements, each department will give considera- 
tion to the potential capacity of projected production lines. 

f) In addition to carefully planning production schedules within majo 
programs in accordance with criteria set forth herein, the several programs 
of the three services must be interrelated one to the other and modified 
where necessary if the composite produces a requirement for materials, man- 
power, or other resources in excess of availability. The responsibility for 
such interrelation of the several programs and the authority for necessary 
modifications rests with the Munitions Board based upon the military 
guidance of the Joint Chiefs of Staff. 

Hard goods procurement, the schedules for which are not required to be sub- 
mitted to the Office of Secretary of Defense, will be controlled within the military 
departments in a manner substantially the same as set forth above. 


B. SOFT GOODS PROCUREMENT 


lt is essential that certain criteria be established to insure orderly procurement 
the so-called soft goods. Such criteria are prescribed in the following para- 
raphs and will be applied immediately. 
a) Soft goods will be planned (or scheduled) for procurement only at 
the rate required to meet established military requirements and in such 
a manner that, wherever practicable production peaking will be avoided 
by the spacing of deliveries. 

b) For items of soft goods for which the total fiscal year 1952 military 
procurement objective, including MDAP needs, exceeds 2 million dollars, 
for any one military department, no more than one-third of the procurement 
objective for the vear shall be contracted for delivery during any single 
quarter. In those cases in which the seasonal character of procurement, 
combat needs, or similar considerations indicate the desirability of contract 
delivery beyond these limits, such deviations will be authorized by the pro- 
curement secretary of the appropriate military department. 

Procurement of soft goods must be phased with deliveries of related 
ems. Procedures will be developed for periodic review and revision within 
each military department of the procurement plans (or scedhules) for soft 
goods items to insure that basie changes in schedules of hard goods end items 
are followed by corresponding changes in procurement plans for related soft 
roods items. 
The Assistant Secretary of Defense (Comptroller) and the comptrollers of the 
three military departments, will make use of apportionment and reapportionment 
procedures to effect conformity with the spirit of the limitations outlined above. 
Where production schedules have been prepared and approved, apportionment 
of funds in support thereof will automatically follow 


t 
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The Munitions Board, in addition to having re 


1 pe 
if progress on production schedules approved by ther } ( rm 
for the periodic audit and review of planned produ 
Within a military department for hard goods items, for planned pr r 
soft goods, and of procurement practices at all procureni leve 

In application of the foregoing criteria procurement and f il pe ( 
military department will take such action as may be re ‘ i ( 
principles involved throughout their respective departme: Furt he I 
curement and fiseal personnel must be enjoined to bring to the attent of higher 
authority within each military department any insta ( ve 
quantities or delivery schedules are of such character that i r ave 
severe impact upon the industry involved 

( Rl rivi tke ( ~ 

The system established within the Departime f Defense for determi y 
relative urgencies between military programs must be continued and also must be 
kept under continual review by the Munitions Board to insure its effective oper- 
ation. Changes must be made immediately, here ary for lmprovement 
The svstem must continue to provide for Joint ¢ I f Staff far ce on the 
basis of which Munitions Board implementat of an ur rogram is effected 


D. INVENTORY CONTROI 


rhe Munitions Board in conjunction with the Office of the Assistant Secretary 

of Defense Comptroll r will provide for effective review of the methods and 

adequacy of the inventory control systems and procedures maintained by each 
military department The objectives of this review will be to determine that 
(a Inventories are properly considered I It Omputatior ot net 


requirements and prior to buvyit 


(b) A proper balance exists within each military department between the 





supply of and demand for individual end items of matér 

c) Inventory levels are sufficient to insure an ability to furnish supplies 
to the combat and service components of the respe Ve epartments i 
sufficient quantity, where needed, and in time 

(d) Supplies may be furnished on a er el r ba as desirable or 
necessary by any department to the combat a rvice compo! of the 
other departments. 

‘ Inventory control information is availabl ‘ etal yw the 
current stock position and the rates of current and anticipated deple or 
the purpose of determining the criticality 1 1 al cle e of a reat- 
ened or existing labor dispute 

f) As a long-term objective the militar epartme! ll develop and 
implement unifor policies and procedure I ‘ | and in- 
ventory systems where uniformity is feasil und necessal r re red for 
‘conformance with the provisions of sect iO] i il Se ritv 
Act amendments of 1949 (Publie Law 216, 8 ( 

The Munitions Board and Assistant Secretar f Defe e (Comptroller 
will render regular reports as to the status of the foregoir rogi 

E. MILITARY PETROLEUM PI 

The Department of Defense policy is confirmed that procur peti m 
products will be programed in direct relation to the 1 lirement f e opera g 
forees, including approved reserve stocks, GARIOA, MDAP, and other govern- 
mental program requirements hand the n ary depart! rder to 
provide proper implementation of this policy, the Mu ns Board ly é 
Munitions Board Joint Petroleum Committee I re re ir re I f n 
the departments Based upon this data, the M I iv ire that e 
military petroleum procurement programs are in co! ince with the announced 
policy 

F. CONTROL OF CERTAIN SPECI ! ROK M 

The President’s statement specifica ed f of r 
tain major spe ul procurement programs i 1 : f 
petroleum, wool and cotton goods Among tl modities listed, hand Ss, 
lumber, and subsistence, and a major porti¢ ! t 
to single service procurement, and petrol t to je ement 
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To a large extent, adequate controls of such programs are prescribed under the 
section above devoted to production scheduling. 

The Munitions Board and the Assistant Secretary of Defense (Comptroller) 
will, however, create committees to examine the programing and procurement 
procedures for each of the commodities mentioned above. Based upon the find- 
ings of these committees, the Munitions Board and Assistant Secretary of Defense 
(Comptroller) will take the action necessary to insure that the controls are ade- 
quate. 

G. MACHINE-TOOL PROCUREMENT 


The three military departments will make maximum utilization of their equip- 
ment reserve of machine tools and production equipment to meet their current 
requirements and before initiating procurement of such items. 

It is recognized that the demand for machine tools will substantially exceed the 
supply. ‘The responsibility for allocating machine tools to the military depart- 
ments rests with the Munitions Board. In making allocations, the Munitions 
Board will give full consideration to the requirements of the military departments 
for machine tools to meet their respective needs, and to instances where the un- 
availability of machine tools will force a delay in one or several programs, based 
upon the military guidance of the Joint Chiefs of Staff. 

It is to be recognized that machine tools are being procured to meet the require- 
ments of current production and to establish tooled production lines with capacity 
in excess Of current needs. The highest priority is to be given to the requirements 
of the military departments for current production needs and the secondary 
priority to the machine tool requirements for the so-called excess capacity. 


H. GENERAL 


Control of military public works (construction) program will be covered in & 
separate memorandum. 

Estimates of total manpower requirements to support military production 
programs will be provided the Assistant Secretary of Defense (Manpower and 
Personnel) by the Munitions Board on the basis of broad production programs. 

Fach military department will report on the progress of major production pro- 
grams to the Chairman of the Munitions Board, and will advise him of any 
important deficiencies or bottlenecks in any procurement program furnishing at 
the time all pertinent information relating thereto so that necessary action may be 
taken to assist the military departments either directly or through other defense 
agencies. Where manpower shortages or labor disputes are the cause of delays or 
interruption in ;roduction the military department will provide a list of the par- 
ticular plants involved, their location, with indication of the problem in each 
instance, and remedial steps already taken by the procurement agency or the 
Armed Forces regional council at the local level. The Chairman of the Munitions 
Board will provide such manpower information to the Assistant Secretary of 
Defense (Manpower and Personnel) for such action as may be appropriate 





Exuipir 4B 
17 Juny 195) 
Memorandum for: The Secretary of the Army. 
The Secretary of the Navy. 
The Secretary of the Air Force 
The Joint Chiefs of Staff. 
The Chairman, Munitions Board. 
The Chairman, Research and Development Board. 
Subject: Basie policies governing the Department of Defense supply system 
1. The memorandum from the Secretary of Defense, subject: Department of 
Defense supply system, dated November 17, 1949, established basic policy for the 
development of a Department of Defense Supply System and assigned responsi- 
bility to the Munitions Board for developing the system. This directive was con- 
curred in by the Joint Chiefs of Staff, and the military departments with respect 
to its implementation 
2. The purpose of this directive, therefore, is to clarify and amplify the basic 
policies which are to govern the operation of the supply systems in the military 
departments and to delineate more clearly the delegation of authority and the 
assignment of responsibility among the Munitions Board, the Joint Chiefs of 
Staff, and the military departments, 
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The basic policies of the Department of Defense governing the ‘operation of 
ser rae systems of the military departments have been and shall continue to 
be based on the declaration of policy contained in the Natio1 al | Security Act of 
1947, as amended, which reads in part: “* * * to provide for the establishment 
of integrated policies and procedures for the departments, agencies, and functions 
of the Government relating to the national security; to provide three military 
partments, separately administered, for the operation and administration of the 
Army, the Navy (ineluding naval aviation and the United States Marine Corps 
and the Air Force, with their assigned combat and service components: to provid 
for their authoritative coordination and unified direction under civilian control 
of the Secretary of Defense, but not to merge them; to provide for the effective 
strategic direction of the Armed Forces and for their — ration under unified 
control and for their integration into an efficient team of Jand, naval, and air 
forces. = * 3” 

4. Accordingly, the basic policies of the Department of Defense which shall 
govern the development and operation of the supply systems of the three military 
departments are: 

(a) Each of the military departments shell operate and maintain a supply sys 
tem and shall be responsible for the supply support of its own forces, except whet 
such support is otherwise provided by specific agreements or assignments at force 
theater, military department, or Dey artmen t of Defense level. 

(b) The supply systems developed s hall be such that the combat efficienev of 
the armed services as a whole is the most effective which can be obtained withi 
the limits of available personnel, funds, matériel, and legislative authority, and the 
procedures and methods of operation for the system of supply practicable for war 
will govern technique s used in time of peace 

(c) Uniform policies, standards, and procedures shall be developed to the extent 


necessary and feasible to effectively coordinate military supply operations in order 
to maintain or increase effective support of military Operations and prevent ur 
necessary duplication or overlapping among the services, and to insure the maxi 


mum conservation and utilization of matériel and manpower resources 
(d) Cross, joint, or common servicing as defined in the Joint Chiefs of Staff 


Dictionary of United States Military Terms for Joint Usage shall be effected wher 
ever such action will result in maintaining or increasing the effeetiveness of support 
of military operations and will also eliminate unnecessary overlapping and duplica 


tt = 
tion among the services 

(e) Single procurement in the form of single department, joint (agenev) or plant 
cognizance shall be effected whenever such action will effectively support military 
operations and will result in the elimination of unnecessary overlapping and dupli- 
cation of manpower, facilities, and operations in the procurement field 
5. As part of the implementation of the above basic policies, it is specifically 
desired that: 

a) Any expansion of the existing supply systems for the procurement and dis 
tribution of classes of common items of supply, not already agreed upot all b 
made by a military department only if in consonance with paragraph 4 (b) above 
and if approved by the Secretary of Defense 

(b) To the extent feasible and not already accomplished within each military 
department, responsibility for procurement and distribution of common classes of 
supply, including technical items, shall be assigned to a single (but not necessarily 
the same) technical service, bureau, or command 

(ec) Priority study shall be given to the feasibility of assigning to a single mili 
tary department the responsibility for procurement, distribution, including depot 


i 
storage and issue for classes of common items of supply and equipment, and depot 
maintenance of such equipment. Medical supply items shall be the first category 


to be studied. 

(d) The Munitions Board in conjunction with the military de partments shall 
immediately initiate the actions required to insure that (1) common administrative 
supplies and equipment are purchased through General Services Administration 
to the maximum extended practicable, for such items are accu 
rately determined and furnished to the General! Services Administration sufficiently 
in advance to permit that agency to do planned and intelligent buying and 
stocking. 

6. The Munitions Board shall have primary responsibility for initiating 
coordinating, interpreting and establishing priority for all actions required by or 
in collaboration with the military departments to implement the basic policies 
set forth above. 

7. The Joint Chiefs of Staff shall be responsible for fully cooperating with and 
advising the Munitions Board in this effort. This action by the Joint Chiefs of 


(2) requirements r si 
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Staff will have as its primary purpose assuring that supply policies, standards, 
and procedures developed by the Munitions Board in conjunction with the military 
departments are in full accord with approved joint strategic and logistic opera- 


tional plans, related logistic and mobilization plans, and logistic assignments made 
in accordance with such plans The Joint Chiefs of Staff will review the proposed 
system or elements of the system as they are developed for the purpose of deter- 
mining Whether or not such a system will effectively support military operations 

8. The Assistant Secretary of Defense (Comptroller), shall be responsible for 
fully cooperating with and advising the Munitions Board in the studies and actions 
outlined in paragraph 5 above to the end that adequate fiscal svstems and pro 
cedures are developed to make feasible such supply policies and procedures as 
may be approved for implementation 

9. The Secretary of each of the military departments s' ell be res»onsible for 
taking all actions required to produce the optimun coordination and effectiveness 
of supply operations within and among the military departments and all other 
agencies of the Department of Defense and for insrine that t! 
is extended to the Munitions Board, the Joint Chiefs of Staff, and other agencies 
of the Department of Defense in the implementation of the basic policies set forth 
above. 

10. If, in the implementation of this directive, there arises disagreements 
which cannot be settled at the level of the Munitions Board or the Joint Chiefs of 
Staff the matter will be referred to me. 

11. Previous policy directives, with respect to Department of Defense supply 
systems, except where inconsistent with the provisions of this directive, shall 
remain in full foree and effect. 

12. Beginning September 1, and quarterly thereafter, the Munitions Board will 
submit a report of the actions taken with respect to paragraphs (5) (ce) and (d 
and the military departments on actions taken with respect to paragraph 5 (6 

Rospert A. Lovert, 
Acting Secretary of Defense. 


e fullest cooperation 





Exuisir 4C 
9 August 1951 
Number 250.11-2 


DEPARTMENT OF DEFENSE DIRECTIVE, WASHINGTON 25, 1D. C 


Title: 250 Supply Management 
Subtitle: 11 Matériel Control 
Number: 250.11—-2 Supply Systems Study Project 

1. The purpose of this directive is to establish a Department of Defense 
Supply Systems Study Project which is designed to facilitate (1) the implementa- 
tion of that portion of my directive of 31 May 1951, which requires the Munitions 
Board, in conjunction with the Office of the Assistant Secretary of Defense 
Comptroller), to provide for effective review of the methods and adequacy of the 
inventory control systems and procedures Maintained by cach military depart- 
ment, and (2) the implementation of my directive of 17 July 1951 which clarifies 
certain Department of Defense supply management policies 

2. Aecordingly, the basic purpose of the Department of Defense Supply Svs- 
tems Studv Project will be to develop and recommend such changes to existing 


or 


ganization, policies, standards, and procedures governing the supply operations 
within the Department of Defense as will Maintain or increase military effective- 
ness and produce the optimum efficiency and economy of these supply operations 
from the initial requirements and resources planning stage to final consumption 
or other disposition. 

3. In accordance with paragraph 7 of the 17 July 1951 directive of the Acting 
Secretarv of Defense (Department of Defense Directive No. 250.01-1), the Joint 
Chiefs of Staff will review the proposed system or elements of the system as t 
are developed for the purpose of determining whether such a system will effectively 
support military operations. Similarlv, in accordance with paragraph 8 of the 
directive, the Assistant Secretary of Defense (Comptroller) will cooperate wit 
ang advise the Munitions Board in these studies 

1. The inclosure outlines in further dgtail the plan approved for this Project. 
It is mv desire that this Project be given priority attention and vour full support. 
Rospert P. Lover, Acting Secretary. 


lr closure, i. 
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DEPARTMENT OF DEFENSE SUPI ‘> EMS Sq Pre 
I me It i 

The Department of Defense Supply Systems Study Projec pa 
examination of the organization, polis anda wid pro y 
the supply systems of the military services within t United States a 
In earrving out the Projeet work, when categorie f matér are f 
studv they will normally be selected from the Standard Matér Catevor 
Grouping System approved by the Munitions Board 7 September 1450 I 
each of the tvpieal categories of matériel sclected, detailed examinat 
made of the policies, standards, and proecdure ert the funet 
requirements computation, procurement, distribution and redistril 
tenanee, budgeting and financing Examination a be vive a Prior 
basis to the feasibility of assigning to a single military department responsit 
for procurement, distribution, including depot storage and ind maintenanes 
of common eategories of Supply The Medical and Dental Cat oO! I a 
first priority of this tvpe of study The M t Board stafl repa 
Munitions Board approval a program for addit il stud I tt Lhe gor 

a I rivet 

The objective sof the Ss pp svster st ! i 
standards, and procedures 

a. To promote the maximum military effective ss thr t the Depar 
of Defense in the field of matériel logistic 

b To promote ee MIO and effic rit Ti rt ( 1) : 
in the field of matériel logisttes. 

e. To promote the maximum practicable ) rat t for bud ! | 
ment in the field of matériel logistics 
WI. ORGANIZATI¢ 

Over-all responsibility for the Supy Svat Study Project sted 
Munitions Board. Subject thereto, primary respo tv fo rea 
direction, and eontro! of the Supply Ss sStudyv Pr et, it | t he 
of categories of matériel, is delegated tne 4 thit i t \l 1 | I 
it being expressly un lerstood that - ‘TO cat ore { ry tu 1 i 
subject to approval of the M tho Hoa | t 
Chairman of the Munitions Board ct he aavi t : Mana 
ment Advisory Council as to categories or areas to | tnd 
target dates for completion, and quality and bey orsonne be emploved 

The Supply &vstems Study Project he bea 1 bv a Project Director whe 
shall be appointed by the Chairman of the Min Board and oO sha 
responsible for the detailed plannit orgal n, and contre f the Proje 
work. The Project Director will be assisted : \ssistant Project Direct 
as are required, who shall be selected from per ed by 1 Def 
Management Committee, the Joint Chiefs of “Staff, the Assistant Secretar 
Defense (( omptroller), the militar 1 il ( ~ 1 ( 1 i ] 
ment of Defense agencies 

The Vice Chairman for Supply Management is authorized to call upon the 
military departments for information, technical ad and, after consultat 
with Supply Management Advisory ( = let’ i person! tO assist 
in the Supply Svstems Study Proje: Person av be re ested for temporary 
full-time detail to form work groups or for part-time consultation Such persor 
nel must be acceptable to the Viee Chairman for Suy Vianagement (‘alls for 
departmental or ageneyv personnel shall be kept te e minimun nsistent wit 
the necessity for prompt and satisfactory re rdance with target dates 
established. 

In the conduet of the Project work the fullest pra a shall be a f 
factual information and data of all tvpes wl ive | yped or are under 
de velopment within the Department of Defe and acencic ' ( 
research and educational institutions or indust rder that 


overlapping or repetition of effort nav be a 
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Exurpit 4D 





29 December 1951 
Number 250.11—4 


DEPARTMENT OF DEFENSE DiRECTIVE, WASHINGTON 25, D. C, 


Title: Supply Management 

Subtitle: Matériel Control 

Number: 250.11—4, Medical Supply Support Test 

Reference (a) DOD Directive 250.01—1, dated 17 July 1951 
Reference (b) DOD Directive 250.11—02, dated 9 August 1951 

1. Reference (a) provided that priority would be given by the Munitions Board 
to the feasibility of assigning to a single military department the responsibility 
for procurement, distribution, and depot maintenance of common items of supply 
and equipment, and that medical supply items would be the first category to be 
studied. Reference (b) established a Department of Defense Supply Systems 
Study Project which is responsible for the implementation of reference (a). The 
purpose of this directive is to further implement these above-cited directives. 

2. A Medical Supply Support Test, encompassing the supply areas of depot 
procurement, distribution and depot maintenance, will be conducted according to 
general plans developed by the Munitions Board. The Chairman of the Muni- 
tions Board is assigned primary responsibility for the direction and control of 
the Test. 

3. General conditions governing the Medical Supply Support Test: 

a. The Test will be conducted by the Department of the Army in the Sixth 
Army Area. 

b. The Army Medical Depot, Alameda, California, will assume, in addition to 
its current mission, the logistic responsibility for depot precurement, distribution 
and depot maintenance of medical and dental supplies and equipment, for all 
activities ef the U. S. Navy, irclucin, shore, fleet, and overseas activities, cur- 
rently receiving medical supply support from the Naval Medical Supply Depot, 
Oakland, California. 

c. The duration of the Test will be approximately six months. An extension 
of this period is authorized if developments indicate necessity or desirability. 

d. Under no circumstances will any portion of this test be allowed to interfere, 
delay or otherwise reduce the quality or quantity of medical supply support to 
the Far East Command; any portion or all of the Test will be cancelled immedi- 
ately if such interference occurs, and the Commander-in-Chief, Far East, will be 
a determining influence in such decision. 

e. Responsibility for the general planning required prior to the commencement 
of Test operations is assigned to the Medical and Dental Group, Munitions Board 
Supply Systems Study Project. This Group will be assisted as required by the 
three military departments and staff acencies of the Department of Defense. 
Detailed planning required for the actual Test operations will be based on the 
general plans established by the Medical and Dental Group, and will be the 
responsibility of the Department of the Army, assisted by the Dieustineite of 
the Navy and Air Force. 

f. Plans developed will provide for: 

(1) Maintenance of comparable records for measuring the cost and effec- 
tiveness of operations; 

(2) Observation of the principle of separate stock ownership and issue 
control; 

(3) Utilization, where applicable, of the policies governing medical supply 
operations as presented in DOD Memo, dated 22 November 1950, subject: 
“Policies governing Medical Supply Operations ;” 

(4) Submission of the necessary reports. 

J. D. Sma, 
Chairman, Munitions Board. 
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ExuiBit 41 
21 April 1952 


Number 250.11-5 


DEPARTMENT OF DEFENSE DIRECTIVE, WASHINGTON 25, D. C 


Title: Supply Management 
Subtitle: Matériel Control 
Number: 250.11—5 Duration of Medical Supply Support Test 
Reference (a) Directive 250.11-4, Medical Supply Support Test, 29 December 
1951 

1. Reference (a) directed the De partment of the Army to conduct ¢ 
Supply Support Test in the Sixth Army Area under the direction and 
The Chairman of the Munitions Board The purpose of this direct 
delineate the calendar period for the Test 





2. The Test was placed in full operation on 1 March 1952 and it will continue 
or the six months’ pe riod ending 31 August 1952 in accordance with the direc- 


tions and general conditions contained in reference (a 


\PPENDIX 5? 





Storage and issue pe rsonnel, inventory and f year 1948 8 
reported by Air Force, Army, and Navy through the M ns Board 
NI ’ 
National M y 
Establishment 
<n \ 
Air Force: Air M ( 
mand (Air : 
ind specialized 229 S040). 4 ‘ 5 2 y 
Potal s 8 
Army 
General Staff 14 " 
Ordnance Lx irtment 115 } 2 r 
Signal Corp 72 ‘ } t { t { 
Quartermaster Cory 134 50), 404 1 1.398" 4 >’ ADS 
Medieal Department 31 QS, Thi 2,8 s 
Corps of Engineers ) 22 . 8 415. O78 61.000 
Transportation Corp 11 638. 0 vy) 
Chemical Corps 317 STN } j j ¥ 11. 975. 000 
Adjutant General 1, 000 
General depots ‘ t $24, 000 
SOR > 76 ~ m x DM “) 
Total ON S42. 04 & 140, 44.0 248. 206, 000 
Navy 
Chief Naval Operations g a2 406 14 9 
Executive Offices of 
secretary 12 57, 744 ‘ é Wy 
Bureau of Ordnance 105 544, 2 2 44 034. 24 1 59 2 000 265. O86, 323 
Bureau of Medicine 114 48, 568 612 1, 832, 94 4, 637, 277 773, 62. 
Bureau of Supplies and 
Accounts 1, 961 6, 513, 372 41,702 10€ 2, 490 2, 977, 689, 383 81, 526, 540 
Bureau of Ships 3 119, 824, 261 32, 137, 591 
Bureau of Yards and 
Docks 104. 000, 000 18. 265, 864 
ureau of Aeronautics 3 1, 091, 279, SH6 11, 523, 990 
B {A t ) f yr 
Bureau of Personne] 4 bs 12, 167, 608 
Marine Corps 2 669 7. 723. 215 4971 12. 656. 909 690 675 21.9 {80 
4 HO 295, ¢ 4 10 ”\Y 4 sf 192, 24 4 
Total 1618 142,83 S4 4 st 192, 245, 4 
Military grand total 5,906 18, 926 2 24 14.476, 208 2 &, 789, 65S 29, 511, 41 
bs 26. 778. 789 ag oy 1] 
¢ From the Hoover Commission Task Force Report the Fed Supply System 
! Part is attributable to activity for Air Force, 
3 Figure ($153,267,316) given fo f Naval Oerations al ep ts Execut Otfices of the Secretary 
Personne] ned to Bureau of Supplies and Accounts serve these Bureau 
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LETTER OF TRANSMITTAL 


Housrt or REPRESENTATIVES, 
Wash ington, D c:. June D5, 195 Z 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Wash ington, faa cr 
Dear Mr. Speaker: By direction of the Committee on Expendi- 
tures in the Executive Departments, I submit herewith the eighteenth 
intermediate report of its subcommittee. 
Wituiam L. Dawson, 
Chairman. 


Im 
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of the Union and ordered to be printed 


Mr. Dawson, from the Committee on Expenditures in the Executive 
Departments, submitted the following 


EIGHTEENTH INTERMEDIATE REPORT 


On June 27, 1952, the members of the Committee on Expenditures 
in the Executive Departments unanimously agreed to the report of 
the Government Operations Subcommittee on overprograming for 
Air Force dormitory construction. 

The chairman was directed to transmit a copy to the Speaker of 
the House. 

INTRODUCTION 


The subcommittee has found that over $80 million of programed 
expenditures for Air Force troop housing is unnecessary. This finding 
resulted from a base-by-base analysis of 105 major Air Force bases, 
using figures furnished by the Air Force. In testimony at a hearin; 
the Air Force has acknowledged the accuracy of the subcommittee’ 
analysis and has already initiated action to correct deficiencies in 
policies and procedures on housing its airmen which would have 
resulted in building more dormitories than it needs. Simply stated, 
this would amount to excess building of more than 200 three-story 
dormitories costing $400,000 each. 

The subject of airmen’s housing formed a major part of the study 
of construction at Andrews Air Force Base on which this subcom- 
mittee reported to the Congress March 20, 1952 (H. Rept. 1623, 82d 
Cong.). In the report on Andrews the Air Force was found to be 
planning new dormitories to replace serviceable buildings which had 
been recently rehabilitated at considerable expense. The Air Force 
has now advised us that since our earlier report it has strengthened 
this aspect of its policy. It has applied this revised policy to other 
bases with a saving of $13,199,000 worth of barracks planne cd to be 
built. Following that re port, the subcommittee expanded its inquiry 


to a consideration of over-all Air Force housing in continental United 
States. 


y 
> 
s 
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BASIS OF THIS REPORT 


Air Force method of computing dormitory requirements 


The Air Force policy was to build dormitories for 80 percent of its 
airmen, on the theory that 20 percent of the men have dependents and 
will live in homes either on or off the base. At bases where the Air 
Force estimates that homes for these married airmen would not be 
available either on the base or in the community, it planned to build 
dormitory spaces for these men also. A low estimate of the number of 
houses available in the community (an uncertain and variable factor) 
results in a higher requirement for dormitory spaces on the base. 


Percentage of married airmen 


Studies prepared by the Air Force show that 32.2 percent of all 
airmen are married. Exclusive of the Air Training Command, 30.1 
percent live with their dependents. 


Excess spaces 


The analysis showed that about 30 percent of the buildings for 
airmen’s housing which the Air Force plans to construct would not be 
needed in the foreseeable future. At a simple 80 percent of troop 
strength, 21.3 percent of the buildings are excess; on the basis of family 
housing needs reported by the Air Force to the Housing and Home 
Finance Agency, 29.7 percent of the buildings are excess; on the basis 
of current experience in family housing, 33.4 percent of the buildings 
are excess, 

Two factors inflated the Air Force’s estimates of dormitory require- 
ments as presented to the Congress. 

(1) The estimate of houses available in the communities at each base 
were grossly underestimated. For example: 


Airmen actu-| Air Force 
ally living | estimates of 
| in the com- | homes avail- 
| munity as of | able in the 
Jan, 31, 1952 community 





an Air Penge ned; Valoarainn, Fi8. <5 o.oo nc ccwcnccdcvcccncccsnccccoccce | 1, 835 0 


Kelly Air Force Base, San Antonio, Tex _......-.-.........-.- a ee lias | 1, 643 0 
Rapid City Air Force Base, Rapid City, 8. Dak_...................-.-.-.-.- 1,047 | 100 
Castle Air Force Base, Merced, Calif...................-.. eS Eee Be eee 1,925 200 
DEO A Fares OOD, TOGRENG, WOR. <ocnnccccccccccecccncccscccccoccce 1, 407 300 





The Air Force is also promoting a program of family housing con- 
struction by private agencies. This is done through a finding that 
an area is a critical area and developing with the Housing and Home 
Finance Agency relaxed credit and mortgage insurance commitments 
as a means to induce construction. The effect of this coupled with 
the dormitory construction would be to provide dormitories and 
private houses for the same airmen. 

(2) The second factor concerns the percentage of airmen for whom 
dormitory spaces are programed. Although 30 percent of the air- 
men live off base with dependents, the Air Force policy was to build 
dormitories to accommodate at least 80 percent of its enlisted strength. 
This had the effect of providing rooms for at least 10 percent of the 
airmen who obviously will not occupy the space. The explanation 
offered the subcommittee for this wasteful program was that prior to 
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Korea only the higher ranks of married enlisted men, approximately 
20 percent, were allowed to live off base. Those airmen in the lower 
ranks who married were not allowed to reenlist. After Korea Congress 
granted quarters allowance to the lower ranks of enlisted men with 
dependents. These men now, in the main, also live off base. The 
Air Force has taken the position that at some time in the future it 
will be able to return to its old policy and require that these airmen, 
about 10 percent of its strength, live on the base. Consequently the 
Air Force was building, or was planning to build, the extra dormitones 
on the supposition that they might be needed in the future, and even 
this supposition was predicated on congressional action. 

This future need for additional dormitories will not spring up over- 
night. If it should ever arise, the present allowance of 72 square 
feet per man provides an ample cushion, while new construction is 
planned and speeded to meet the needs. All of the additional 10 per- 
cent now living off the bases could be housed in dormitories on the 
bases by temporarily reducing individual space allowances to 63 square 
feet, well above the minimum space allowance established by the 
Secretary of Defense. 

Based on a space allowance of 72 square feet per man, it is estimated 
that there is a surplus of 25,808 spaces in the 1952 program, about 
$51,616,000, and a surplus in the bill now before Congress of 16,051 
spaces, about $32,102,000. (A list of the bases where excess dormi- 
tories would have been built by 1955, and the approximate cost, will 
be found appended to this report.) 


CONCLUSIONS 


The Air Force has already secured in its 1952 appropriation more 
than $50,000,000 which it does not need, and has been authorized by 
the House for its 1953 program over $30,000,000 which it does not 
need. The appropriation for this latter authorization is about to be 
considered by the House. These excesses were caused by using faulty 
estimates of housing dormitories for men who would not live on the 
base. 

Following our first hearing and prior to the hearing held on June 26, 
1952, the Air Force changed its policy. Dormitories will now be 
built to house only 70 percent of the enlisted strength to conform to 
conditions as they actually exist. Assurances have been provided 
that action to correct other deficiencies in policies and procedures with 
respect to airmen’s housing have now been initiated by the Air Force. 
These corrections should include quick and decisive action not only to 
eliminate future contracts for excess dormitories but to cancel con- 
tracts for such dormitories which have been already awarded. 

The committee has not had an opportunity to study the wisdom of 
requiring a rescission of the more than $50,000,000 of excess appropria- 
tion provided for fiscal 1952 and recommends to the Appropriations 
Committee a close scrutiny of this subject. 

With respect to the appropriation for fiscal 1953, the committee 
is not yet advised as to the amount requested of or allowed by the 
Appropriations Committee. If the full amount has been included in 
the bill to be considered by the House, an amendment should be 


offered to reduce the appropriation for dormitory construction by at 
least $30,000,000. 
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The Air Force is a young organization and has had limited experi- 
ence in coping with the tremendous administrative responsibilities 
involved in its operations. Competent leadership is required to 
correct its inefficiencies. The committee is grateful particularly to 
Assistant Secretary Edwin V. Huggins for his cooperative attitude 
and for his manifest determination to make improvements. It is 
unfortunate that a congressional committee had to point out the 
deficiencies herein discussed, but it is gratifying that Secretary Hug- 
gins has taken prompt corrective action. We believe that he has a 
consciousness of the necessity for economy in the operations of the 
Air Force. He has assured us that faulty policies have been corrected 
and that he will seek to eliminate ineptitude in effectuating those 
policies. 

When added together, the unnecessary programed expenditures 
discussed in this report aggregate nearly $100,000,000. It is gratify- 
ing to have assurances from the Air Force Assistant Secretary that 
he will not permit the construction of barracks which are destined to 
stand empty. 

\lexandria Air Force Base, Alexandria, La__- 


Saas’ i $1, 314, 000 
Altus Air Force Base, Altus, Okla__ _ - 


tio Bl ; 574, 000 


Ardmore Air Force Base, Ardmore, Okla__._________- be Bente Dt 412, 000 
Barksdale Air Force Base, Shreveport, La_-_-.....--_-_--------- 1, 440, 000 
Camp Beale Air Force Base, Camp Beale, Calif _-— 2 _- eos 2, 154, 000 
Bergstrom Air Force Base, Austin, Tex__._____-_- ; 492, 000 
Biggs Air Force Base, FE] Paso, Tex ; ee > 776, 000 
Blytheville Air Force Base, Blytheville, Ark. _-—_- wg $22, 000 
Bryan Air Force Base, Bryan, Tex_- ‘i oe 5 612, 000 


Campbell Air Force Base, Hopkinsville, Ky_- : “i 
Carswell Air Force Base, Fort Worth, Tex____- ah Sere 1, 380, 000 
Castle Air Force Base, Merced, Calif_____- Pee te J cies = Ge ee 
Charleston Air Force Base, Charleston, 8. C___..____.___________- 820, 000 
Clinton Air Force Base, Clinton, Okla_- .+ 1,468,000 
James Connally Air Force Base, Waco, Tex_._.._.-.-- 3S eshin wintea ato 9 Ay ees ae 

l 

l 


maee 214, 000 


Davis-Monthan Air Force Base, Tucson, Ariz_ —- , 028, 000 
Donaldson Air Force Base, Greenville, S. C- , 328, 000 
Dover Air Force Base, Dover, Del. aero. ee kd ee oe 1, 914, 000 
Edwards Air Force Base, Muroc Lake, Calif...................-. 1, 842, 000 
Eglin Air Force Base, Valparaiso, Fla__-_----- 3 : 3, 594, 000 
Ent Air Force Base, Colorado Springs, Colo____- --- ae 604, 000 
Fairchilds Air Force Base, Spokane, Wash : 5 Oe Bee, 1, 112, 000 
Forbes Air Force Base, Topeka, Kans Bree che 2, 860, 000 
Foster Air Foree Base, Victoria, Tex- eee Sa i 398, 000 
Galveston Air Force Base, Galveston, Tex___._______-____--- As 566, 000 
Grandview Air Force Base, Grandview, Mo nes 674, 000 


Great Falls Air Force Base, Great Falls, Mont. a . , ; ; . ™ 134, 000 
Gunter Air Force Base, Gunter, Ala___ .__________- Le Pst 354, 000 
Hanscom Air Force Base, Bedford, Mass nee ete OE oe eae 1, 122, 000 


Harlingen Air Force Base, Harlingen, Tex___._____--_-_-_---_---- 1, 404, 000 
Holoman Air Force Base, Alamogordo, N. Mex___-.____.--------- 698, 000 
Hunter Air Force Base, Savannah, Ga___. __ ee ee aes a ee 
Kellv Air Force Base, San Antonio, Tex___- ‘ | tina cin 2 ee eee 
Kinross Air Force Base, Kinross, Mich________--- aT en gt er ae © e 528, 000 
Kirtland Air Force Base, Albuquerque, N. Mex-_------------- .. 2, 568, 000 
Lake Charles Air Force Base, Lake Charles, La--- -- ccm scien me inl cme pa, AED 
Lakeland Air Force Base, Lakeland, Fla___-----.- oe eee: 818, COO 
Langley Air Force Base, Hampton, Va__--_--_---- 23 Jiccicetice twee 


Laredo Air Force Base, Laredo, Tex_-___-_-_- BS Re i ts 698, 000 
Larson Air Force Base, Moses Lake, Wash_-_---- Se er a bs ei | sr 
Laughlin Air Force Base, Del Rio, Tex_--- ee a he: Oe 754, 000 
Lawson Air Force Base, Columbus, Ga__--_--_--_- Bae ee: 690, 000 
Limestone Air Force Base, Limestone, Maine_______-____-_------- 1, 878, 000 


Lincoln Air Force Base, Lincoln, Nebr- 
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ADJUSTMENT OF OVERTIME PAY OF SUPERVISORY 
EMPLOYEES OF THE POSTAL SERVICE 


JUNE 27, 1952.—-Committed to the Committee of the Whole House on the Stat 


of the Unior ul d ord re LO bE print 


Mr. BurnsipE, from the Committee on Post Office and Crvil 


Ser Ice, submitted the following 


REPORT 
(lo accompany H. R. 6326 


The Committee on Post Office and Civil Service, to whom was 
referred the bill CH. R. 6326) to amend subsections (¢ and (d) of 
section 2 of the Postal Salary Act of July 6, 1945, as amended, hav lng 
considered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 

The amendment is as follows: 


On page 1, line 7, strike out “is” and insert ‘are’ 


PURPOSE OF THE AMENDMEN 


This amendment is a technical amendment of the verb ‘is’ t 
correspond with the plural subject. 


STATEMENT 


This legislation will correct what seemingly was an oversight 
Public Law 204 of this Congress, the law which increased al 
employees’ salaries and provided a reclassification for postmasters 
and supervisors. 

The present law provides that supervisors may be paid overtin 
for services performed on. Saturdays Sundays, and Christmas Day 
during the month of December in lieu of compensatory time if th 
base salaries are not in excess of $4,170 per annum. This figure 
should have been increased to $4,970 per annum when Public Law 204 
was enacted if Congress wanted to Maintain the same prin ple of the 
pay laws with respect to these overtime payments 

Hearings were held at which representatives of employee organiza- 
tions and the Post Office Department testified. It 


was pomted ou 
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that unless this correction was made many postal employees in the 
top longevity grades would draw a larger annual salary than the first 
line supervisors, that is, the foremen. There was general agreement 
that the change which this bill proposes was fair and should be ap 
proved, 


t Office Department has estimated that the cost of this 





will be approximately S500,000. 


The followme favorable reports were received from the Post Offie: 

















Department and the Bureau of the Bi rel 
OFFIC j , (x 
i t /) i , 
| | \] 
( / P () \ 

1) \I CH N: References mac ) | f \ Hi. | 
6226. 4 ; subsections ( ' Posta 
~ i! \ i ] 4 is AML ‘ . 

. t sé ) » re l54,a L945 

trie a i ) 
| | 1 ‘ y 1 
{ ! i 
- ’ salar eXCl e ot pure tv salar ire ore na ~, wa) ( 
: perfor! ons rdayvs, = ‘ und Christmas Da 
1 dec her ( of col ensa til 
x ; ; ees shall be allowed ¢ ne itor vie 
( ht how r da nad th y} base s ric ‘ 
f i ire more an $4,170 per annum shall be allowed cony i 
lhe I ce I on Sat irdavs, S lav ind on ( I ! i~ Da 
Oo 2 nber, Within one hund! nd ; a om the 
1a ( rvice Was rmed 
Yhe effect of the amendments proposed by H. R. 6326 is to change the emour 
$4,170" steted in the above-quoted subsections to read “S4.°70", thereby it 
creasing this limitation $800, which is i n ith e SSO0O maximum increase 
granted by Public Law 204, approved October 24, 1951 
Under this amendment, the Postmester General, in his discretion, could author 
‘ ‘ iment of ertime in meritorious « ( Oo rervisers whose | S ry 
LOTO« es EPX( S Tr forservices pertor! ons ( 
~ i { I s ! ot De ( her I eu ol ov 
O! H. R. 632¢ ould fru ’ 
‘ et ! f Put Lew 134 end prior to © eC] 
| | 04. of i e lin t ! C4 bse ! nd 
s, Pul Law 134, b ep ) e increme ! to field 
{ = l et Y Col I ] ( { ‘ 1} Cel I 
| r emploves I his respect 
I ed i i oO increas ’ ! bys } 
bP | 134, by a specif umend I | 204 
f it legislation rela ) I \ ( ri 
! i Dey rs i ier 1 eCYDATA i ! 
i I ‘ a) { I POSSIDie a i | 
rvisory positio i organiza nenta certain responsibiliti ! ‘ 
i iSes ] f yep i I post ers and super ory emplov inde! ' 
14ier I | ack 1a 1\ ImMpensate ich emplo for overting r} 
perform 1. for which Lhey would re cel e compensatory. time Howe er, whe! 
consideratior as given to the measure which was enacted as Public Law 204, 
the fact was apparently overlooked that the increases granted to regular emplovees 
iy t Pave Of DAaSIC COM Dp Al ilmost « jua , 4 In excess Of 
$4,170 

Under the present limitation in section 3 of Public Law 134, it is possible for 
nonsupervisory emplovees to earn almost as much per annum as certa nior 
supervi er whose supervision the emplovees worl Phis is not only ur 
to the supervisory employees, but also affords little incentive for subordinat 

ees tO assume supervisory positions with the added respons iti Chis 
1 be remedied by the enactment of H. R. 6326. 

ire Ty y} j trative d ’ I } rllow ( 7 ert ( 

ae ( ( 14 I I e pl rve kor ¢ pi 





A ATVITTA{7T QOVERTIALE DAY AL DACTATYT Crmrnrprmwvrrmeoenanw wracnr Awcrmrmne 


ADJUST OVERTIME PAY OI 


CT? ire mal nstances e! 
emp or require hort pe ods { 
ere ion of t ( vidua SIT =) 

Ow \ er « t e add ) 
Depar tt l Ley I i 

1 = ¢ ‘ } 1) i | i 

] 
t piovine ire Dp i 

Veer tio , Pub i > 
( ' y { ry 
{ t t re ( 

( e Po er Ci i 

| ate i Litho 
‘ 1 i! tf i al 

i ) 
} } “? 
i ) 
i } i 
1 ang ’ } 
‘ ) fl P 
1 
1 
) ) 
i 1 ' | 
pr 1 , t ) ) 
» ( 
exec { 
Hon. Tom Murray 
C)} Co P. 0 
TT P 
a rs} ( i) f 

My Drar M CHAT | 
and 25, 1952 t Buy 
atric 1 sl er ! 1 1 I 
1945 \ and H. KR. 6725; 
emplover o t} ! of De 

Becau ) of r 

‘ re i! are 
by \ 1) ( 
he B ; ( ( 

\ceord Burea rf BB 
el r H. R. 6326 ts pr rn 
Po Off 1) rt j y } 
Ie Sur 

Copl ; O)ttice ( 
CHANGES 


In comphance with paragrap 
House of Representatives, chat 


omitted is enclosed in black bra 


existing law in which no change 


POSTAL SI 


p>! 
i 1 pl 
tive © 
] 
( 
() 
()fTic | 
| | 7 
IN NISTI 


h 2a of R 


ives In CXISI 


as introduced, are shown as follows (e) 


| 7 
CKELS, Te 


Is propos 


PI 


RVISORY 


I 


MPLOYTI 


> 
Ati 

( OSE 
Ti 





we 


4 ADJUST OVERTIME PAY OF POSTAL SUPERVISORY EMPLOYEES 
Act or Jury 6, 1945, as AMENDED (Pustuic Law 134, 797TH Cone 


* x ‘* ¥ * ok * 

(ec) The Postmaster General may, if the exigencies of the service require, 
authorize the payment of overtime to employees other than supervisory employees 
whose base salaries, exclusive of longevity salary, are more than [$4,170] $4,970 
per annum, for services performed on Saturdays, Sundays, and Christmas Day 
during the month of December, in lieu of compensatory time. 

(d) Supervisory emplovees shall be allowed compensatory time for services 
performed in excess of eight hours per day, and those whose base salaries, exclusive 
of loncevity salary, are more than [$4,170] $4,970 per annum shall be allowed 
compensatory time for services performed on Saturdays, Sundays, and on Christ- 
mas Day during the month of December, within one hundred and eighty days 
from the days such service was performed. 
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AUTHORIZING THE TRANSFER OF CERTAIN PROPERTY BY THI 
ADMINISTRATOR OF THE GENERALS SERVICES ADMINISTRA- 
TION TO THE SECRETARY OF THE INTERIOR 


JUNE 27, 19°2 Committed t the Committee ; tne W hol HH 


State of the Union an 


Mr. Dawson, from the Committee on Expenditures in the Executive 
Departments, submitted the following 


REPORT 
[To accompany S. 2043) 


The Committee on Expenditures in the Executive Departments 
to whom was referred the bill (S. 2043) to authorize the transfer of 
certain property by the Administrator of the General Services Ad- 
ministration to the Secretary of the Interior (companion bill H. R 
9192), having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass 

The committee adopts the report of the Senate, as set forth in 


Senate Report No. 1480, which is attached and made a part hereof 





S. Rept. No. 1480, 81st ¢ 
PURPOSE 


The purpose of the proposed legislation is to authorize and direct the Adminis- 
trator of the General Services Administration to transfer a one-story frame 
building which are declared excess to the needs of the Department of Commerce, 
to the Department of the Interior without reimbursement or transfer of funds. 

The property consists of a Government-owned wood-frame building located 


in Everett, Wash.. on land leased from the citv of Everett The building was 


formerly occupied by the Civil Aeronautics Administration and is now occupied 
by the Western Washington Indian Agency, Bureau of Indian Affairs, under 
a temporary assigument from the General Services Administration, as authonzed 
by the Federal Property and Administrative Services Act of 1949, as amended. 
The temporary assignment was made with the understandi 
ment would recommend Jegislation authorizii 
exchange of funds 


ling that the Depart- 


g &@ permanent transfer without 





AUTHORIZE TRANSFER OF CERTAIN PROPERTY 


GENERAL STATEMENT 





The Western Washington Indian Ageneyv has jurisdiction over the affairs of 
26 tribes and bands of Indians scattered over a wide area of western Washington 
This area was formerly administered from two separate agencies, the Taholah 
Agency located at Hoquiam, Wash., and the Tulalip Ageney at Tulalip, Wash. 
These two agencies were recently consolidated at Everett, Wash., resulting ina 
considerable saving in administrative and maintenance and operation costs 

Che building covered by this bill was constructed in 1942 at a cost of $17,000, 
for use by the Civil Aeronautics Administration during World War II. At the 
end of the war, that Administration vacated the building. It was then deter- 
nined that the building was in excess to the needs of the Department of Com- 
nerce, and transferred to the War Assets Administration for disposal as surplus 


property. Subsequently, the General Services Administration was established 
and all of the records, property, and personnel of the War Assets Administration 
were vested in the General Services Administration. The building proposed to 


be transferred by this bill has about 2,500 square feet of floor space on the first 
Hoor, with 900 additional usable floor space in the basement. 

This building is located on a small plot of land owned by the city of Everett, 
leased to the Government for a period of 5 years, beginning on August 24, 1950, 
at SL per vear. 

It is understood that the Bureau of Indian Affairs has expended about $4,000 
on renovating and conversion of the building into an office, with the understanding 
that a request for legislation would be made to have the property transferred to 
the Bureau of Indian Affairs. In view of the fact that this property is Govern- 
ment-owned, and is in excess to the needs of the General Services Administration, 
but required by the Bureau of Indian Affairs, Department of the Interior, in 
connection with its activities, the committee recommends that the building 
covered bv this bill be transferred to the Department of the Interior, and the 
bill, S. 2043, be approved. 

This bill was introduced at the request of the Department of the Interior, and 
approved by the Bureau of the Budget, the General Services Administration, and 
the Department of Commerce. There is attached hereto and made a part of 
this report the views submitted to the committee by the above-mentioned agencies, 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., August 9, 1951. 
Hon. ALBEN W. BARKLEY, 
President of the Senate, Washington 25, D. C. 


My Dear Mr. Presipent: There is transmitted herewith a draft of a proposed 
bill to authorize the transfer of certain property by the Administrator of the 
General Services Administration to the Secretary of the Interior. 

I recommend that the proposed bill be referred to the appropriate committee 
for consideration, and I recommend that it be enacted. 

The property consists of a Government-owned wood-frame building located in 
Everett, Wash., on land leased from the city of Everett. The building was 
formerly occupied by the Civil Aeronautics Administration and is now occupied 
by the Western Washington Indian Agency, Bureau of Indian Affairs, under a 
temporary assignment from the General Services Administration. The temporary 
assignment was made with the understanding that the Department would recom- 
mend legislation authorizing a permanent transfer without exchange of funds. 

The Western Washington Indian Agency has jurisdiction over the affairs of 26 
tribes and bands of Indians seattered over a wide area of western Washington. 
This area was formerly administered from two separate agencies, the Taholah 
Agency located at Hoquiam, Wash., and the Tulalip Ageney at Tulalip, Wash. 
These two agencies were recently consolidated at Everett, Wash., resulting in a 
considerable saving in administrative costs and costs of maintenance and operation 
of the two former physical plants. 

The Bureau of the Budget has advised me that there is no objection to the 
presentation of this bill to the Congress; 

Sincerely yours, 
Mastin G. Wuite, 
Acting Assistant Secretary of the Interio 
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AUTHORIZE TRANSFER 


Hon. JOHN | McCue 
Cha ready, Senate Committee on BE pendil ¢ } here , 
Senate Office Building, Washington, D. ¢ 


My Dear SENATOR McCLELLAN: This is in rey yur! es October 8 





1951, for the views of this office with respect t ~. 2045 
transfer of certain property bv the Administrato ft! (;eneral Nery \ 
<tration to the Secretary of the Interior 
This legislation, which was recommended by Depart mis { e |r 
would direct the transfer to the Secretary of the | rior 
of a wood-frame building located in the city of Everett Was! uid leased 
from the city of Everett, formerly occupied by the \er Lut \dministra 
On, Departme} t of ( omuneree, al d now exce t its re 
The Bureau of the Budget recommends the enactment of < meas 
Sincerely Vours 
} ~ | ) 
(at ~ 5 
iH ’ ) { (j ¢ ; 


Hlon JOHN | McCLELLAN 
Chairman, Commitice on Expenditures in tl / ¢ Lepartmer 
United States Senate, Washington 25, D. ( 


DEAR SENATOR McC LELLAN: This is in reply to your letter of October S, 1951, 


which requested an expression of the views of 11 \dministratio S. 2043 
a bill to authorize the transfer of certain propert vy the Administrator 
General Services Administration to the Secretar he Interior 

This proposed legislation would authorize and direct the transfer, without re 
bursement, by this Administration of a wood-fra building located Kiveret 
Wash., to the Secretary of the Interior. It appears that this building was formerly 


occupied by the Civil Aeronautics Administrat put OW kcess to the re 
quirements of the Department of Commerce 


This transfer could be effeeted under the pr ns of Pu Law 152, Kight 
first Congress, as amended (63 Stat. 377), at the fair market value If it is desire 
however, to transfer this property, without reimbursement, this Admit istratior 
will mterpose no objection to the enactment of the subject legis] 

The Bureau of the Budget has advised th there is no obje 


mission of this report to vou! committer 


Sineerely yours 


Hon. Joun MecCueiian 
Chairman, Committee on Er pendit é ithe 
l nited States Senate, Wasi ngtor D. ¢ 


Dear Mr. CHARMAN: This letter is in further reply to vour request of October 


8, 1951, for the views of this Department concerning S. 2043, a bill to authorize 
the transfer of certain property by the Administrator of the General Service- 
Administration to the Secretary of the Interior 


The property, transfer of which would be authorized by the bill, was former] 
untilized by this Department. We have determined that this proper s surp 
to the needs and responsibilities of this Department \ccordingly, we would 
interpose no objection to the enactment of S. 2043 

We are advised bv the Bureau of the Budget that it ould terpose no objec 
tion to the submission of this report If we ean ib f further assistance 
matter please call upon us 

Sincere], yours, 
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AUTHORIZING THE ADMINISTRATOR OF GENERAL SERVICES 
TO TRANSFER TO THE DEPARTMENT OF THE NAVY, WITHOUT 
REIMBURSEMENT, CERTAIN PROPERTY AT FORT WORTH, TEX 


JUNE 27, 1952 Committed to the Committ 


of the Union and ordered t 


Mr. Dawson, from the Committee on Expenditures in the Executive 


Departments, submitted the following 


REPORT 


[To accompany 8. 3051] 

The Committee on Expenditures in the Executive Departments, 
to whom was referred the bill (S. 3051) to authorize the Administrator 
of General Services to transfer to the Department of the Navy 
without reimbursement, certain property at Fort Worth, Tex 
panion bill H. R. 7547), having consid 


ered the same, report favorably 
thereon without amendment and recommend that the bill do pass 
The committee adopts the report of the Senate, as set forth 1n 


Senate Report No. 1730, which is attached and made 


com- 


a part hereot. 





The purpose of the proposed legislatir \ rat 
General Services to transfer the Globe Ai ft pla are 
excess to the needs of the Reconstruction Finai Corporatior the Depar 
of the Navy, without reimbursement or t1 t and ay 
purtenances covered by this bill consists of approxima Sf a 
together with a one-story factory-type buildit LS0 $32 ft tnd a 1 
small one-story auxiliary buildings which are 1 for pat pa 
machine shop, pump house and for other similar suppl : 

During World War IJ, the Globe Aircraft Corp tilized t] propert ( 
manufacture and assembly of aircraft parts and materials. When the proy 
was vacated after the war, the Reconstruction Finance Corporati a 
to find anyone who could use it, and therefore notified the War A \d i 
tion (predecessor of GSA) that the propert : 1: {may 
he dis posed of as surplus, 

In 1950, the Department of Defense made a : pert 
was usable and needed for defense purposes, \ | in agreemeé was entered 
into with the General Services Administrat i: a Ol ¢ the Department of 
Defense to utilize the property under a temporary permit arrangement until the 
enactment of legislation authorized its permane) ins Departm 
Marly in 1951 the plant was reactivated unde e temporary agreement, and 
made available to the Bell Aircraft Corp., who presently uti ng the prope 
inder a standard facilities contract agreement e Departm« f the Na 
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TRANSFER CERTAIN PROPERTY AT FORT WORTH, TEX. 


The original cost of the land, buildings, and improvements contained in this 
property was $611,000. However, in 1950 the General Services Administration 
appraised the property at $1,055,000, and the present reproduction cost would 
exceed the appraised value. 

It is understood that the main assembly plant and adjoining buildings are 
structurally sound, but it will be necessary to replace some equipment and to 
make certain improvements in electrical wiring, plumbing, and fixtures in order 
to increase production. These additions, together with some repairs that are 
necessary to the buildings, indicate the desirability of transferring the property to 
the Department of the Navy. The Bell Aireraft Corp. has several contracts with 
the Department of the Navy for supplying aircraft components, and when these 
contracts are completed the committee has been informed that the plant will be 
used for the manufacture of helicopters for the Department of Defense. Inas- 
much as the use of this facility in connection with the defense aircraft production 
program is essential, the committee recommends that its permanent uninterrupted 
use be secured by the Department of the Navy. 

The General Services Administration does not have authority to transfer this 
property without reimbursement, and the Navy Department does not have funds 
in its appropriations to pay the fair market value for the property. Should such 
a transaction be consummated the net result would be the transfer of the property 
from one Government agency to another with the proceeds from the sale thereof 
deposited into miscellaneous receipts of the Treasury. 

The proposed legislation was included in the 1952 legislative program of the 


Department of Defense. The transfer proposed by this bill was approved by 
the Bureau of the Budget and the General Services Administration. ‘Lhe reports 


received by your committee from these agencies are attached hereto and made a 
part of this report. 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., May 7, 1982. 
Hon. Joun L. McCuLeuuan, 
Chairman, Senate Committee on Government Operations, 
Senate Office Building, Washington 25, D. C. 


My Dear Senator McCieuuan: This will acknowledge your letter of April 
25, 1952, requesting the comments of the Bureau of the Budget on 8. 3051, a bill 
to authorize the Administrator of General Services to transfer to the Department 
of the Navy, without reimbursement, certain property at Fort Worth, Vex. 

The purpose of this bill is to authorize the transfer, without reimbursement, of 
the Globe Aircraft plant at Fort Worth, Tex., from General Services Adminis- 
tration to the Navy Department. 

As you know, 8. 3051 is a part of the 1952 legislative program of the Department 
«iDefense. The need for its enactment is indicated in a justification which, it is 
understood, has been submitted directly to vour committee. 

For the reasons set out in the above-mentioned justification, the Rureau of the 
Budget recommends that 8. 3051 be enacted into law. 

Sincerely yours, 
F. J. Lawton, Director. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., May 19, 1982. 
Hon. Joun L. McCueu.an, 
Chairman, Committee on Government O perations, 
United States Senate, Washington, D. C. 


Dear Senator McCuiecian: This is in reply to your letter of April 25, 1952, 
which requested the views and recommendations of this Administration on 
S. 3051, to authorize the Administrator of General Services to transfer to the 
Department of the Navy, without reimbursement, certain property at Fort 
Worth, Tex. 

This bill would authorize the Administrator of General Services to transfer to 
the Navy Department, without reimbursement, the Globe Aircraft plant, Fort 
Worth, Tex. 

The Department of the Navy is now using this facility and we recommend the 
enactment of this bill which wiil place the Navy in full control of all land com- 
prising this facility and improvements thereon 

The Bureau of the Budget has informally advised that there is no objection to 
the submission of this report to your committee 

Sincerely yours, 
Jess Larson, Administrator. 
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AUTHORIZING CERTAIN LAND AND OTHER PROPERTY 
TRANSACTIONS 


JUNE 27, 1952.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson, from the Committee on Expenditures in the Executive 
Departments, submitted the following 


REPORT 
[To accompany 38. 3052] 


The Committee on Expenditures in the Executive Departments, to 
whom was referred the bill (S. 3052) to authorize certain land and 
other property transactions, and for other purposes (companion bill 
H. R. 7546), having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

The committee adopts the report of the Senate, as set forth in 
Senate Report No. 1731, which is attached and made a part hereof. 


[S. Rept. No. 1731, 82d Cong., 2d sess.] 
PURPOSI! 


The purpose of this bill is to authorize the Administrator of General Services 
to transfer two parcels of surplus property to the I’epartment of the Navy, to 
authorize the Administrator of Housing and Home Finance Ageney to transfer 
two water pipelines to the Navy, and to authorize the Secretary of the Navy to 
convey approximately one-half acre of land to the municipality of Culebra, 
P. R., without reimbursement. 


GENERAL STATEMENT 


The properties proposed to be transferred by the Administrator of General 
Services consist of the following: f 

1. Eight and five-tenths acres of land valued.at $103,419, together with a 
number of buildings and structures valued at $1,797,387, and personal property 
costing approximately $29,000. ‘This property has been declared in excess to 
the needs of the owning agency and made available to the Navy under a temporary 
lease arrangement with GSA, for use by the Underwater Sound Laboratory at 
New London, Conn. This property, together with an adjacent tract of land 
consisting of 13.68 acres which was transferred to the Navy by the Coast Guard 
on March 22, 1948, pursuant to Public Law 627, Seventy-ninth Congress, com- 
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prises the site of the United States Navy Underwater Sound Laboratory.  Inas- 
much as this property is an essential part of the Underwater Sound Laboratory, 
it is considered by the Department of Defense to be imperative that permanent 
use and control of it be secured by the Department of the Navy. 

2. Approximately 3.9 acres of land situated at Oceanside, San Diego, Calif., 
from the GSA to the Department of the Navy for use in connection with the 
housing of military personnel. This property is part of a larger tract of land con- 
taining 65.47 acres originally acquired by the Department of Agriculture for use 
in connection with an emergency rubber project, but subsequently reported as in 
excess to its needs and transferred to the Federal Works Agency, predecessor to 
GSA, for disposal. 

In 1944 the Public Housing Administration received permission under a revoc- 
able permit to use the property in connection with a housing development which 
was constructed on an adjacent piece of property. Through inadvertence or 
oversight, Public Housing Administration project CAL-4900—N, Oceanside, 
Calif., was extended over the boundary line on the 3.9 acres without clarification 
of title. This bill now proposed to transfer title to the property to the Depart- 
ment of the Navy, so that all of the land and buildings comprising housing project 
CAL-4900-N will be under the jurisdiction and control of a single agence y of the 
Federal Government. 

The original acquisition cost of the 3.9 acres was $893.16. Since this property 
is an integral part of a Government-owned housing project, in which several 
hundred enlisted men and a number of naval officers are housed, it would appear 
that title to the entire project should be transferred to the Department of the 
Navy. 

Maintenance, repair, and upkeep of housing project CAL—4900—N, Oceanside, 
is financed from funds appropriated for the Naval Establishment, but the receipts 
collected for rental payments are deposited into miscellaneous receipts of the 
United States Treasury. 

3. Authorizes the Administrator of the Housing and Home Finance Agency to 
transfer a 12-inch water pipeline, together with the appurtenances consisting of 
a pump house, pumps, and other improvements, including the leasehold rights 
of the United States in the premises, to the Department of the Navy, without 
reimbursement. This water main was installed by the Federal Works Agency 
in 1942, pursuant to authority contained in the community facilities provisions of 
the Lanham Housing Act, for the purpose of augmenting the water supply to the 
naval base, Portsmouth, N. H. Inasmuch as the naval base is the only user of 
this utility and that the owning Agency (HHFA) is authorized by law to dispose 
of this type of property to the agency primarily concerned, the committee recom- 
mends that this property should be transferred to the Navy. The water main 
covered by this section runs from Chase’s Pond to Folly Pond, Kittery, Maine, 
a distance of 2,840 lineal feet. 

1. Authorizes the Administrator of the Housing and Home Finance Agency to 
transfer to the Department of the Navy, a water supply main consisting of 
approximately 4,200 lineal feet of 8-inch pipe and 4,700 feet of 3-inch pipe, without 
reimbursement, or transfer of funds. ‘This supply line furnishes fresh water to 
the naval fuel annex, Casco Bay, Portland, Maine. It was constructed by the 
Federal Works Agency in 1942 under the authority contained in Public Law 849, 
Seventy-sixth Congress, for augmenting the fresh water supply to the naval fuel 
annex. ‘Transfer of this property to the primary user, as determined by the 
owning agency (HHF A) is in accord with existing statutes and regulations pro- 
mulgated thereunder, and appears to be in the public interest. The right-of-way 
on which this water main is constructed is held by virtue of several perpetual 
easements and a revocable permit from the Department of the Army. The need 
for these facilities appears *e be for - indefinite duration and utilization of the 
property by the Department of the Navy will facilitate its maintenance and up- 
keep. The committee, therefore, believe that better utilization can be made of 
the property by this agency because of its importance in assuring an adequate 
supply of fresh water to the naval fuel annex. 

Another important factor to be considered in connection with the transfer of 
this and other properties covered by this bill is that, should major repairs or alter- 
ations be necessary, the using agency can make such repairs without delay and 
thereby avoid unnecessary administrative expense. Experience has shown that 
better utilization can be made by ownership of the property by the using agency, 
and that many agencies are reluctant to repair or spend substantial sums on the 
improvement of property belonging to another agency of the Government. 

Section 5 of S. 3052 provides for the transfer of 0.5261 acre of land situated 
within the United States naval reservation, Culebra, P. R., to the municipality of 
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Culebra without reimbursement or transfer of funds. This approximately half 
acre of land was formerly a part of public domain land and acquired by the De- 
partment of the Navy under a Presidential proclamation dated June 26, 1903. 
This parcel of land adjoins the municipal cemetery of Culebra and extends into 
the military reservation for about 100 to 200 feet. The Governor of Puerto Rico 
has requested that this land be conveyed to the municipality of Culebra for use 
in enlarging the municipal cemetery. Inasmuch as this property was formerly 
a part of public domain and reserved for use of the United States it is believed 


that it should be transferred to the local authorities for enlargement of the muni- 
cipal cemetery. At present, the property is not used by the Department of the 
Navy, and the Department of Defense has advised your committee that there 
exists no foreseeable need for this parcel of land and, therefore, recommends that 
the property be transferred to Culebra without reimbursement. 


AGENCY COMMENTS 


This bill was drafted by the Department of Defense and approved by the 
Bureau of the Budget, General Services Administration, and the Housing and 
Home Finance Agency. The proposed legislation was included in the President’s 


legislative program for the fiscal vear 1952 and it ix the opinion of the affected 
Federal agencies that these transfers will make possible better use of these prop- 
erties and at the same time be in the public interest 

The reports received by vour committee from the a 
are attached hereto and made a part of this report 


gencles enumerated above 


IeXECUTIVE OFFICE OF THE PRESIDEN 
SUREAU OF THE BUDGET 
Washington 25, D. C., May 7, 195 
Hon. Joun L. McCuecran, 
Chairman, Senate Committee on Government Operation 
Wa hington PD. D ( 

My Dear Senator McCietian: This will acknowledge your letter of Apri 
25, 1952, requesting the comments of the Bureau of the Budget on 8. 3052, a bill 
to authorize certain land and other property transactions, and for other purposes 

The purpose of this bill, as indicated by its title, is to authorize the transfer 
without reimbursement of certain land and property. Among the properties 
covered by the bill is the Navy’s Underwater Sound Laboratory at Fort Trumbull, 
New London, Conn., which would be transferred from the nominal jurisdiction 
of the General Services Administration to the Navy Department. 

As you know, 8S. 3052 is a part of the 1952 legislation program of the Depart- 
ment of Defense. The need for its enactment is indicated in a justification which, 
it is understood, has been submitted directly to vour committee 

For the reason set out in the above-mentioned justification, the Bure: 
Budget recommends that 8. 3052 be enacted into law 

Sincerely yours, 


oJ. Lawton, Directo 





GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., May 23, 195 
Hon. Joun L. McC Levan, 
Chairman, Committee on Government Operations 
United States Se nate, Washington, 1), ¢ 

DrarR SENATOR McC LeE.uan: Reference is made to your letter of April 25, 1952 
which requested the comments of this Administration on S. 3052, to authorize 
certain land and other property transactions, and for other purposes. 

Subject bill would authorize the Administrator of General Services to transfer 
to the Department of the Navy, without reimbursement, the United States Nav. 
Underwater Sound Laboratory, Fort Trumbull, New London, Conn., and a 
tract of land consistiig of 3.9 acres located at Oceanside, San Diego, Calif. The 
Housing and Home Finance Administrator would be authorized to transfer to 
the Navy, without reimbursement, a certain cast-iron water pipeline from Chase's 
Pond to Folly Pond, sXitterv, Maine, together with certain other appurtenances 
and the water supply line at the naval fuel annex, Casco Ba, Portland, Maine, 
extending between Great Diamond Island and Long Island in Casco Bay. [t 








4 AUTHORIZE CERTAIN LAND AND OTHER PROPERTY TRANSACTIONS 


also provides that the Secretary of the Navy would be authorized to convey to the 
municipality of Culebra, P. R., for cemetery purposes, without cost, a parcel of 
land more particularly described in the bill. 

From the information available, it appears that the transfers provided for in 
this bill would result in a sound use of the above-described Governme.:t owned 
property. Accordingly, this Administration has no objection to the enactment of 
this legislation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely vours, 
Jess Larson, Administrator. 


HovusinG AND Home FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., May 26, 1952. 
Re 8. 3052, Kighty-second Congress. 
Hon. Joun L. McCuie.ian, 
Chairman, Committee on Government Operations, 
United States Senate, Washington 25, D. C. 

Dear Senator McC.ueuuan: This is in further reply to your letter of April 25 
requesting the views of this Agency on 5. 3052, a bill to authorize certain land 
and other property transactions, and for other purposes. 

This Agency is affected only by sections 3 and 4 of the bill, the reference in 
section 2 to Public Housing Administration Project Cal-4900—N being a reference 
to a housing project the jurisdiction of which was transferred to the Navy Depart- 
ment about 4 years ago. Sections 3 and 4 of the bill would authorize the Housing 
Agency to transfer to the Navy Department, without reimbursement, a water 
pipeline project numbered Me—17—902-F, Kittery, Maine, which supplies water 
to the United States naval base at Portsmouth, N. H., and a water su ply line, 
together with pumping facilities, at the naval fuel annex, Casco Bay, Portland’ 
Maine. The Housing Agency recommends the enactment of those two sections. 

The properties covered by sections 3 and 4 are utilities provided by the Federal 
Government pursuant to the World War II community facilities provisions of the 
Lanham Act (Public Law 849, 76th Cong., as amended, 42 U. 8. C. 1521, et seq.). 
The utilities were constructed to serve the naval establishments named in the bill. 
There is no existing authority for transferring these facilities to the Navy Depart- 
ment without reimbursement, and we understand that the Navy Department has 
no funds available for the purpose of paying for these properties as is now required 
under the law. 

We are informed by the Bureau of the Budget that it has no objection to the 
enactment of the proposed legislation. 

Sincerely yours, 
Raymonp M. Fo.ey, Administrator. 
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CANCELING STAMPS OR POSTMARKING DIES IL ( 
ENCOURAGE VOTING IN GENERAL ELECTIONS 

JUNE 27, 1952 Committed to the Committee f e Whole H 
of the Unio and ‘ 
Mr. Karsten of Missouri, from the Committee on Post 


Civil Service, submitted the following 


REPORT 


The Committee on Post Office and Civil Service 
referred the bill (GH. R. 7871) to authorize the | 
grant permission for the use in first- and second-clas 


Ostma 


' 
a) 


is 


~ post 


special canceling stamps or postmarking dies in order to 


voting in general elections, having considered the san 





whom was 
Creneral to 
{ otlices Ol 


encourage 


le, report lavol 


ably thereon with amendments and recommend that the bill as 
amended do pass 

The amendments are as follows 1) Strike o all after the hacting 
clause of the introduced bill and insert in lieu thereof a substitute bill 
which appears in the reported bill in italic typ 

(2) Amend the title so as to read 

A bill to authorize the Postmaster Genera ‘ 
second-class post offices of special canceling stamps or postmar I 
to encourage voting in general elections 

PURPOSE OF THE AMENDMENTS 

The purpose of the first amendment is to strike o all he « 
acting clause of the bill as introduced and msert ane s agreed to 
I the committee The effeet of this language is as shown in the 
statement which follows. 

The purpose of the second amendment is to Drilic thie Ot li . ll 
in conformity with the language of the bill as agreed to by th 


committee, 
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STATEMENT 


This legislation will authorize the Postmaster General, for a period of 
60 days before each veneral election, to prov ide for the use in all first- 
and second-class post offices of special canceling stamps or postmarking 
dies bearing a legend designed LO remind citizer sol the coming Vey) ral 
election and urge them to vote in such general election. The selee- 
tion of the words to be used is left Lo the cliseretion of the Post- 
master General. 

At June 30. 1951. there were Zz 


second class post office Ss. 


732 first-class post offices and 5,905 

The present law authorizes the Postmaster General to permit the 
use for not over 6 months of a special canceling stamp or postmarking 
die for advertising purposes, at the expense of the permittee, where 
the event to be advertised is aq) one for wh ch Congress has made an 
appropriation or (6) of general publie interest and importance, is to 
endure for a definite time and is not for privat . profit. No specific 
provision is made for use at Government expense of a special stamp 
or die urging citizens to vote. 

As introduced, H. R. 7871 authorized the Postmaster General to 
permit the use for not over 6 months of a special canceling stamp or 
postmarking die for advertising purposes, at the expense of the per- 
mittee, where the purpose of such special canceling stamp or post- 
marking die is to urge citizens to register and vote in general elections. 

Hearings were held on this legislation at which representatives of 
veterans’ organizations testified in favor of the legislation and a repre- 
sentative of the Post Office Department discussed the methods which 
would be used by the Department to put the legislation into effect. 
The Postmaster General has estimated that the cost of this legislation 
will be $175,650.80. 

The reports of the Post Office Department and the Bureau of the 
Budget on H. R. 7871 follow: 


Ne? 2. 


Dar Mr. CuarrMan: Reference is made to your request for an eerily report 

H. KR. 7871, a bill entitled “To authorize the Postmaster General to grant 

permission for the use in first- and second-class post offices of speciel canceling 

stamps or postmarking dies in order to encourage voting in general elections.” 

It is believed that each eligible citizen should be urged to exercise his right to 

However, t! Department is of the opinion that in some arenas of publie 

0 ( re would be objection to use of t! ilit ie f the Post Office Depart- 

ment for such a purpose since it would be felt that the suggested activity on the 
rt of the Post Office Department would be in the nature of a partisan act 

( leri ull aspects of the situation, including the primary fect that the 


Post Office Department was established for the transmission of mail matter and 


not as an instrument [t r influencing public action, it is not believed that facili- 
s should be used for the purposes contemplated by this measure 
In view of the foregoing, this Department di not recommend tne enactment 


} 
The Bur uu of the Budget has advised that the re vould be no obiectior to the 


sentati of this report to vour Comumnittee 
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EXECUTIVE OFFICE OF THE P} 


Hon. Tom Murray, 


Chairman, Commattee or Post Office and ( ‘ 


Ilo e of Representatives, 15-27] Old TI {) 
: f 
My Dear Mr. CuarrMan: This will acknowledge r letter M 
inviting the Bureau of the Budget to comment Hh. Re 737 
Postmaster Ge ral to grant pe is t f 
post offices oO specia \ Clll \ Dp t 
VOU in g rai Cle t S 
It appea to l ( t . % 8 i ( i 
under t Hrovisio of t ' f M (2 } s (5 
mission for t is conte plated I | 787 
stamps or pos irk lies provi t 
sincerely ours 
} ~ j 
CHANGES IN EXISTIN 
: aed . 1 ‘ Pin ] YT 48 ) 41 
In compliance with paragraph 2a of rule XTIL of the Rules o 


House of Representatives, changes In exist iW made D Line 

. nl } 1 

as introduced, are shown as follows (existing law proposed. to. be 
} } 


omitted Is enclosed inh black brackets new matter is printed in italies 


existing law in which no change is proposed is shown in romat 


SECTION 1 OF THE Act oF May 11, 1922 (39 U.S. ¢ S St 





That Live Pe ma ‘ Cit ra b i 1 

and regulations as he 1 ‘ i“ 1 
second cla Ss pos iffices o peciai came { ‘ 
tisil pur] esinthet ) vy iscs 

is for some national purpose for ¥ ( 

second, where the eve oO be ad 1 i i 
portance and is to endure for a defin 1 
for private gain or [profit] profit; 7 

regis mid ») Dole nm oene li electior P ( 

a longer period than six months and the I id 
Provided furtl That nothing in this A ( 

penditure of any postal funds or appropriation either for the 

canceling stamps or postmarking es I Lda g LIh¢ i 

use of such stamps or dies or for installing the ume, but all ex] ull be 


prepaid by the permittee. 
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AMENDING TITLE 18, UNITED STATES CODE, ENTITLED “CRIMES 
AND CRIMINAL PROCEDURE,” WITH RESPECT TO STATE JURIS 
DICTION OVER OFFENSES COMMITTED BY OR AGAINST INDIANS 
IN THE INDIAN COUNTRY 


Jung 27, 1952.—Committed to the Committee of the iole House on the State 


of the Union and ordered to be ag 


Mr. Bryson, from the Committee on the Judiciary, submitted the 


following 


REPORT 


{To accompany H. R. 6036] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 6036) to amend title 18, United States Code, entitled ‘Crimes 
and Criminal Procedure,” with respect to State jurisdiction over 
offenses committed by or against Indians in the Indian country, hav- 
ing considered the same, report favorably thereon with amendment 
and recommend that the bill do pass. 

The amendment is as follows: 

Page 2, between lines 12 and 13: In the line reading: 


‘New York __All Indian country within the State.” 
insert after the word “country” the words “including Indian reserva- 
tions”’ 


STATEMENT 


In recent vears there has been enacted legislation conferring 
criminal jurisdiction on particular States (California, lowa, Kansas, 
New York, and North Dakota) over offenses committed by or against 
Indians on some or all of the Indian reservations in those States. 
The Department of Interior, the agency charged with administering 
Indian affairs for the Federal Government, intends, from time to 
time as the States and the Indians become prepared for such action, 
to submit to Congress for its approval le gislation conferring on addi- 
tional States criminal jurisdiction over offenses committed by or 
against Indians on Indian reservations in those States. Before doing 
so, however, the Department wishes to bring together in one place the 
legislation on this subject which is now in effect and to put it into a 
form which will lend itself to extension to additional States or reserva- 
tions. 
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lt is, therefore, the purpose of the instant bill to bring together 
existing legislation on this subject and cast it in a form which will 
permit, by subsequent legislation, additional areas to be added to 
those already listed without necessitating the reenactment of the 
substantive provisions of this bill for each additional State or reserva- 
tion. 

The proposed legislation, in the interests of uniformity and clarity, 
has made changes in the test of existing legislation but in doing so it 
does not seek to change the substantive matter of those sections but 
merely to rephrase them. For instance, section 2 of this bill (subsec. 
(c) of proposed sec. 1161) expressly preserves Indian rights and 
immunities therein mentioned in all of the States cited in the bill even 
though the present laws relating to some of those States have no 
comparable provisions. In incorporating these provisions in the 
present bill, the committee is not seeking to create new law but is 
merely explicitly expressing what has long been the uniform Federal 
policy of protecting Indian privileges, rights, and immunities against 
encroachment. The Department of Interior explains those provisions 
as follows: 


The acts with respect to North Dakota and California contain a proviso 
preserving to the Indians any rights they may have under Federal law prohibiting 
the taxation and alienaticn of restricted prcperty. The other three acts ccntain 
no comparable proviso. The propesed bill inccrporates the substance cf this 
proviso, and rephrases it so as to insure that all rights, privileges, and immunities 
affecting the ownership or taxation of restricted property accorded Indians by 
Federal law, treaty cr agreement will be preserved. Such a clarification is 
consistent with the Federal policy of protecting Indian property against encrcach- 
ments. It is also consistent with the intent of all five existing acts cn State criminal 
jurisdiction, since the normal exercise of such jurisdicticn does not invelve the 
imposition of property taxes or changes in the rules cf property law. Under the 
proposed bill this safeguard would be made applicable to each of the five States 
named, and wculd also apply to any areas subsequently added to the list. 

The act with respect to New York ccntains a proviso preserving to the Indians 
any hunting and fishing rights they may have under Federal law and affirmatively 
relieving them cf the obligaticn of obtaining State licenses for the exercise of 
these rights. This proviso has been incorpcrated in the pre pcsed bill in a revised 
form which makes clear that the Indians will continue to enjoy whatever rights, 
privileges, cr immunities they now have under Federal law, treaty, cr apreement 
with respect to hunting, trapping, or fishing and the ecntrol, licensing, cr regula- 
ticn thereof. The language used is bread encugh to cover both the richt, if any, 
of individual Indians to hunting cr fishing privileges, whether exclusive cr ncn- 
exclusive, in particular areas, and their immunity, if any, from State reculaticn or 
licensing of these privileges. The languace used is also bread encuch to cover 
the right, if any, of particular Indian tribes to regulate cr license hunting or 
fishing activities on Indian lands, either independently of State ecntrel or, as is 
now the case on certain New York reservations, in subordination to State conserva- 
tion laws. This saving language would be made applicable to all States where 
criminal jurisdiction over Indians has been, or is hereafter granted, to the State. 


It will also be noted that section 2 of this bill (subsee. (b) of proposed 
sec. 1161) provides for concurrent jurisdiction by the United States 
over offenses defined by the laws 7 the United States committed by 
or against Indians within areas listed in this bill. Similar provisions 
are included in existing laws relating to the States of lowa, Kansas, 
and North Dakota. However, the laws relating to the States of New 
York and California do not specifically provide for the retention of 
concurrent jurisdiction in the Federal Government. The Department 
of Justice while taking no position with respect to the instant bill 
nevertheless has submitted for the committee’s consideration the legal 
question of whether the United States, insofar as New York and Cali- 
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fornia are concerned, can reacquire jurisdiction over such offenses 
without having first to obtain the consent of those States. While no 
doubt this issue will only be authoritatively and properly decided 
by the courts, the committee nevertheless has the duty, at least in the 
first instance when it considers any proposed legislation, to study 
the legal problems as well as other issues involve d. In this instance 

the committee is of the considered opinion that the Congress has 
always retained jurisdiction over these crimes even though it has not 
expressly provided for such retention in the earlier legislation. The 
mere fact that the acts with respect to New York and California are 
silent on the subject of concurrent jurisdiction does not deprive the 
United States of that jurisdiction. In addition, our constitutional 
system does not provide for a territorial jurisdiction vested exclusively 
in a State in the sense that the Federal Government is to be precluded 
from exercising therein its Federal functions. 

The issue herein is not one of exclusive jurisdiction versus concurrent 
jurisdiction. The question more properly is whether the existing 
Federal legislation regarding New York and California has the effect 
of repealing other Federal laws defining certain offenses committed 
within the Indian country, insofar as such offenses committed within 
the Indian country in those two States are concerned. Repeal of 
criminal laws by implication of course is not lightly presumed, and 
there is no evidence before the committee that Congress intended a 
pro tanto repeal of the laws in question. Certainly prior to the enact- 
ment of the existing legislation regarding New York and California 
those States were precluded from enforcing their criminal laws within 
the Indian country with respect to designated crimes or classes of 
persons, because Congress, under its constitutional power to regulate 
commerce with Indian tribes, had preempted the field. (Cf. 18 
U.S. C., sees. 1152 to 1153 and predecessor sections). Whenever 
Congress therefore subsequently authorized the States to enforce State 
criminal laws there was no compelling reason for it to repeal the 
Federal laws and its complete silence on the subject should not a 
fortiori be interpreted as an implied repeal. It should be remembered 
that the earlier legislation gave force and effect to State criminal Jaws 
and extended their jurisdiction to Indian reservations within those 
States. That legislation had nothing to do with offenses defined by 
the laws of the United States, strictly Federal offenses which remain 
within the jurisdiction of the Federal courts. It is not uncommon 
under our system of jurisprudence for a single act to constitute an 
offense both under the laws of a State and against the laws of the 
Federal Government. 

Even if it could be successfully argued that existing legislation 
regarding New York and California had the effect of repealing pro 
tanto the laws of the United States defining certain offenses committed 
within the Indian country, there is no constitutional obstacle pre- 
venting Congress, through Federal legislation, from restoring the 
effectiveness of those laws. The power of Congress to enact criminal 
laws regarding Indians stems directly from the Constitution and that 
power is not impaired by any implied repeal of a particular law. 

Section 3 of the bill repeals the existing law on this subject and at 
the same time expressly preserves any rights or liabilities now existing 
under these statutes. In the case of the existing law with respect to 
California, since criminal and civil jurisdiction is dealt with in the 
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same act (63 Stat. 705, ch. 604) the repeal takes the form of deleting 
the reference to criminal jurisdiction and leaving unaffected the pro- 
visions of the act relating to civil jurisdiction. 


AMENDMENT 


The instant bill relates generally to offenses committed in areas 
within the “Indian country.”’ In 1948 when title 18 of the United 
States Code was revised and became effective, the Congress enacted 
section 1151 thereof wherein it defined Indian country by consolidating 
the numerous conflicting and inconsistent provisions into a concise 
statement of the applic able law. (See reviser’s note following sec. 
1151 of title 18, U. S. Code Annotated.) Nevertheless the. question 
has been raised as to whether the Indian reservations in the State of 
New York may be classified as Indian country. Back in 1890, a 
Federal circuit court, northern district, New York, held that certain 
Indian reservations in New York were not Indian country (Benson v. 
United States, 44 Fed. 178) and as recently as 1945, the State courts 
of the State of New York have so indicated. (See People ex rel. Ray 

Martin, 294 N. Y. 61, aff’g 268 App. Div. 218, aff’g 181 Misc. 925.) 
It should be noted, however, that all those decisions were prior to the 
recent codification and revision of title 18 of the United States Code 
in 1948 when the present section 1151 defining Indian country was 
enacted and also prior to the act of July 2, 1948, conferring jurisdiction 
on New York over offenses committed on reservations within the 
State. (For legislative history and purpose of act July 2, 1948, see 
1948 U.S. Code Cong. Service p. 2284.) 

By Federal constitutional provision (art. 1, sec. 8) Indian tribes 
have always been under the care and protection of the Government of 
the United States and there can be no doubt of the paramount power 
of Congress over Indians, their tribal affairs and their domains 

(Worcester v. The State of Georgia, 31 U.S. 515). It is clear, so far as 
is pertinent to this bill, that Congress has exercised its siderite over 
the Indian reservations in New York when, by an act of July 2, 1948 
(25 U.S. C., see. 232), it conferred jurisdiction on that State over 
offenses committed by or against Indians on Indian reservations within 
the State and it is, of course, the intent of this legislation to continue 
that authorization. Since, then, the purpose of the present bill is 
merely to cast existing legislation regarding criminal jurisdiction over 
Indians into a form which will facilitate the extension of criminal 
jurisdiction 1 oer States, and, since the State of New York is the 
only one raising this question, the committee, in order to avoid further 
issue upon this matter, has decided to include the words “ Indian reser- 
vations” in that section of the bill which lists New York as one of the 
States within its provisions. 

Attached hereto and made a part of this report are communications 
from the Department of the Interior and the Department of Justice. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., November 20, 1951 
My Dear Mr. SPEAKER: Enclosed is a draft of a proposed bill to amend title 18, 
United States Code, entitled “Crimes and Criminal Procedure,’ with respect to 
State jurisdiction over offenses committed by or against Indians in the Indian 
country. 
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I request that the proposed bill be referred to the appropriate con ttee for 
consideration, and I recommend that it be enacted. 

Within the past few years there have been enacted five separate acts, each cor 
ferring jurisdiction on a different State over offenses committed by or against 


Indians on some one or all of the Indian reservations in that State \ll the acts 
are similar in substance, but vary in language. They are as follows: 
1. Act of June 8, 1940 (54 Stat. 249, ch. 276), with respect to offenses committed 


on Indian reservations in Kansas. 

2. Act of May 31, 1946 (60 Stat. 229, ch. 279), with respect to offenses 
mitted on the Devils Lake Indian Reservation, N. Dak. 

3. Act of June 30, 1948 (62 Stat. 1161, ch. 759), with respect to offenses 
mitted on the Sac and Fox Indian Reservation, Iowa 

41. Act of July 2, 1948 (62 Stat. 1224, ch. 809), with respect to offenses cor 
mitted on Indian reservations in New York. 

5. Act of October 5, 1949 (63 Stat. 705, ch. 604), with respect to offenses 
mitted on the Agua Caliente Indian Reservation, Calif 

The act with respect to Kansas was revised in 1948 when title 18 of the United 
States Code was enacted into law, and now constitutes section 3243 of that title 
The act with respect to New York is codified as section 232 in title 25 of the United 
States Code, which has not yet been revised and enacted into law. The acts with 
respect to North Dakota, Iowa, and California, which are limited to particular 
reservations, do not appear in any of the titles of the United States Code. 

This Department, after consulting the Indian tribes and the States concerned 
intends to submit to the present Congress proposed bills to confer on additiona 
States jurisdiction over offenses committed by or against Indians on Indian reser 
vations in those States. Before the submission of such proposals, the enclosed 
draft bill is recommended for enactment in order to bring together in one place the 
legislation on this subject that is now in effect, and to put 
itself to extension to additional States or reservations as the circum 
warrant. In furtherance of this purpose, the draft bill continues State crimina 
jurisdiction over Indians within the areas covered by existing legislation, but i 
cast in a form that will permit additional areas to be added to the list by subse 
quent legislation without reenacting the substantive provisions of the bill for eac} 
additional State or reservation. 

The proposed bi!l makes a few changes in the text of the existing legislation 
order to clarify and unify the law, as explained in detail below 

The acts with respect to Kansas, Iowa, and North Da 





ikota contain ‘a provis« 
specifically retaining concurrent Federal jurisdiction over offenses defined by the 
laws of the United States. The acts with respect to New York and Californis 
are silent on this subject, but such silence probably does not deprive the 
States of concurrent jurisdiction. The proposed bill include the provisi 
question, and makes it of general application to all areas covered | 








This is a desirable precaution against the possibility of a breakdown in local law 
enforcement. 

The acts with respect to North Dakota and California contain a proviso prt 
serving to the Indians any rights they may have under Federal law prohibiting 
the taxation and alienation of restricted propert) The other three acts contail 
no comparable proviso. The proposed bill incorporates the substance of this 


proviso, and rephrases it so as to insure that all rights, privileges, and immunities 
affecting the ownership or taxation of restricted property accorded Indians b) 
Federal law, treaty, or agreement will be preserved. Such a cl: 
sistent with the Federal policy of protecting Indian property against encroach- 
ments. It is also consistent with the intent of all five existing acts on State 
criminal jurisdiction, since the normal exercise of such jurisdiction does not involve 
the imposition of property taxes or changes in the rules of property law Undet 
the proposed bill this safeguard would be made applicable to each of the five 
States named, and would also apply to any areas subsequently added to the list 

The act with respect to New York contains a proviso preserving to the Indians 
any hunting and fishing rights they may have under Federal law and affirmatively 
relieving them of the obligation of obtaining State licenses for the exercise of those 
rights. This proviso has been incorporated in the proposed bill in a revised form 
Which makes clear that the Indians will continue to enjoy whatever rights, privi- 
leges, or immunities they now have under Federal law, treaty, or agreement with 
respect to hunting, trapping, or fishing and the control, licensin 


"ification 





g, or regulatior 
thereof. The language used is broad enough to cover both the right, if anv, of 
individual Indians to hunting or fishing privileges, whether exclusive or nor 
exclusive, in particular areas, and their immunity, if anv, from State regulation o1 
licensing of these privileges. The language used is also broad enough to cover 
the right, if any, of particular Indian tribes to regulate or license hunting or fishing 


activities on Indian lands, either independently of State control or, as is now the 
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case on certain New York reservations, in subordination to State conservation 
laws. This saving language would be made applicable to all States where criminal 
jurisdiction over Indians has been, or is hereafter granted, to the State. 

The proposed bill would codify the existing legislation conferring criminal 
jurisdiction on particular States as a part of chapter 53 of title 18, United States 
Code. That is the chapter dealing with criminal offenses committed by or against 
Indians. The present statute with respect to Kansas is now codified in chapter 211 
of title 18, which deals with the jurisdiction and venue of the Federal courts. 
The subject matter of the legislation relates to the jurisdiction of State courts, 
rather than Federal courts, and I believe the preferable place for codification is 
chapter 53. When the legislation is so codified, the separate acts should be 
repealed. Section 3 of the proposed bill contains such a repeal provision. In 
the case of the act with respect to California, the repeal takes the form of deleting 
the reference to criminal jurisdiction and leaving unaffected the provisions of the 
act dealing with civil jurisdiction. Only in the case of California are criminal and 
civil jurisdiction dealt with in the same act. 

It is my belief that the enactment of the enclosed bill would serve the highly 
desirable purpose of codifying the present legislation regarding State criminal 
jurisdiction over Indians, in a form that will facilitate the extension of criminal 
jurisdiction over Indians to other States, as the States and the Indians become 
prepared for such action from time to time. 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this proposed legislation to the Congress. 

Sincerely yours, 
Mastin G, Wuire, 
Acting Assistant Secretary of the Interior. 
Hon. Sam Raysurn, 
Speaker of the House“of Representatives. 
Marcu 19, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice on the bill (H. R. 6036) to amend title 18, United 
States Code, entitled ‘‘Crimes and Criminal Procedure,’’ with respect to State 
jurisdiction over offenses committed by or against Indians in the Indian country. 

The bill would codify existing laws conferring criminal jurisdiction on particular 
States (California, Iowa, Kansas, New York, and North Dakota) over offenses 
committed by or against Indians on specified areas in those States, 

It is noted that section 2 of the bill (subsec. (b) of proposed sec. 1161) would 
provide for concurrent jurisdiction by the United States over offenses defined by 
the laws of the United States committed by or against Indians within the areas 
listed in the section. Somewhat similar provisions are included in existing laws 
relating to the States of Iowa (Sac and Fox Indian Reservation), Kansas, and 
North Dakota (Devils Lake Indian Reservation). However, the laws relating 
to the States of New York and California (Agua Caliente Indian Reservation) do 
not provide specifically for the retention of jurisdiction in the United States. A 
question therefore exists as to whether the omission of this provision divested the 
United States of jurisdiction in those States over the offenses in question. If so, 
the States of New York and California would have exclusive jurisdiction over 
such offenses. Under such circumstances, there is a question as to whether, in- 
sofar as New York and California are concerned, the consent of those States 
would be necessary to effectively revest jurisdiction in the United States. 

The issues raised by the foregoing questions have not been litigated but it is 
anticipated they will be, and, in the event of the enactment of this bill, it is almost 
certain that such issues will be presented for authoritative determination by the 
courts. This Department expresses no opinion as to whether or not the situation 
as outlined above should affect the favorable consideration of the bill, but believes 
it to be of sufficient importance to call to the attention of your committee. 

Whether the bill should be enacted presents a question of policy on which the 
Department of Justice prefers to make no recommendation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
A, Devitt VANECH, 
Deputy Attorney General. 


O 
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EXTENSION OF THE VETERANS’ PREFERENCE ACT 


JUNE 27, 1952.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. JARMAN, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 
{To accompany H. R. 7721] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 7721) to extend the benefits of the Veterans’ 
Preference Act of 1944 to persons serving in the Armed Forces of the 
United States after the termination of the state of war between the 
United States and the Government of Japan and prior to July 2, 1955, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


STATEMENT 


It is the purpose of this legislation to extend the benefits of the 
Veterans’ Preference Act of 1944 to persons serving in the Armed 
Forces of the United States after April 28, 1952 (the date of the signing 
of the Treaty terminating the state of war between the United States 
and the Government of Japan) and prior to July 2, 1955, the date on 
which inductions under the Universal Military Training Act are 
terminated. 

Under the present Veterans’ Preference Act, veterans’ preference for 
civil-service purposes has been granted, among others, to those ex- 
service men and women who have served on active duty in any branch 
of the Armed Forces of the United States during any war or during 
any campaign or expedition for which a campaign badge has been 
authorized. 

While hostilities during World War II ceased with VJ-day, a techni- 
cal state of war existed until April 28, 1952. As a result, persons who 
entered the Armed Forces during actual hostilities and until April 28, 
1952, were entitled to the benefits accorded to veterans under the 
Veterans’ Preference Act of 1944. 
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However, with the signing of the peace treaty — ihe Government 
of Japan, only those servicemen actually in Korea, for which military 


operation a campaign badge is authorized, have veterans’ preference 
for civil-service purposes. 


The men presently being inducted into the armed services are, of 
course, faced with many of the same situations as those who were 


inducted prior to April 28, 1952. They must involuntarily submit toa 
disruption in their professional careers or occupations, manner and 
place of living, and undergo rigorous training. 

Hearings were held by the committee at which representatives of the 
Civil Service Commission and the various veterans organizations and 


employee organizations kath, They were unanimously in favor 
of the bill 

The Bureau of the Budget approved the bill but suggested ‘an 
amendment which would exclude training for periods of reserve train- 
ing. [twas conclusively shown that such an amendment was not neces- 
sary and if adopted, might place in question decisions during the past 
vears made by the Civil Service Commission holding that reserve 
training was not active duty for the purposes of the Veterans’ Prefer- 
ence Act. 

The reports of the Civil Service Commission and the Bureau of the 
Budget are as follows: 


UNirep STATES CIVIL SERVICE COMMISSION, 


Washington 25, D.C, June 12, 1952 
Hon. Tom Murray, 
Chairman, Committee on Post O flice and Civil Service, 
House of Re presentalive 8, ALB Ol 1 Hous: O flice Build nq. 

Dear Mr. Murray: Further reference is made to your letter of May 7, 1952 
requesting a report on H. R. 7721, a bill to extend the benefits of the Veterans’ 
Preference Act of 1944 to persons serving in the Armed Forces of the United 
States after the termination of the state of war between the United States and 
the Gove coorg ut of Japan and prior to July 2, 1955 

H. R. 7721 would amend the Veterans’ Preference Act of 1944, as amended, 
to extend the benefits of that act to persons who served in any branch of the 
Armed Forces of the United States during the period beginning April 28, 1952 
and ending July 1, 1955 (the period after the termination of the state of war 
between the United States and the Government of Japan during which persons 
may be inducted under existing law for training and service in the Armed Forces 
The bill provides the necessary amendments to the Veterans’ Preference Act of 
1944, as amended, in order to carry out its purposes. 

The Commission would have no objection to the enactment of H. R. 772 

In accordance with established procedure, the Commission has been informed 
by the Bureau of the Budget that it has no objection to the submission of this 
report to your committee. 

$v direction of the Commission. 

Very sincerely, 
ROBERT Ramspeck, Chairman. 


a 


EXECUTIVE OFFICE OF THE PRESIDENT, 
SUREAU OF THE BUDGET, 
Was hington D4.  e.. June 12, 1952. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Se rvice, 
House of Representatives, Washington 25. D..C. 


My Dear Mr. Cusitrman: This will acknowledge vour letter of May 7, 1952, 


inviting the Bureau of the. Budget to comment on H. R. 7721, a bill to extend the 
benefits of the Veterans’ Preference Act of 1944 to pessons serving in the Armed 
Forces of the United States after the termination of the state of war between the 
United States and the Government of Japan and prior to July 2, 1955. 

By extending veterans’ preference to all who served on active duty during the 
period specified, this bill might be interpreted as granting preference to the many 
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reservists Whose le active dutv might be the 2 weel active duty tra 
ordins granted reservists who request it. The granting of preferet 
basis of such duty does not appear equitable or desirable. To « nate that 
possibility, it is suggested that there be inserted after the word ‘‘dut nos 
1 (a) of the bill ‘“‘other than active duty for Reserve trai 

With the amendment suggested above, the Bureau of the Budget would ha 
ho objection to t} ¢ ehnactmelt of HH R Vi2il 

Sincere|\ Vours, 


CHANGES IN EXISTING LAW 


j 


In comphance with paragraph 2a of rule NIL of the Ru 
House of Representatives, changes in existing law made by the | 
as introduced, are shown as follows hew matter is printed mM italics 
existing law in which no change is proposed is shown in roman 








SECTIONS 2 , oO roe Vi RAN r \ t Ss 
\ t ) 

Sec. 2. In certifieat for appointment ‘ ro r it 
recmploviment and in retention in civ an} ul ( iL ~ 
bureaus, administrations, projects, and department f the Government, per 
manent or temporary, and in either (a) the classified « Servic b) the cla 
fied civil service ¢) any tetaporary or emerge cy apDiishtInent, age \ Hurea 
administration, projeet, and departni crea acts of Congre r Pre 
de al Executive order: and (d e « ( tt 1) ( f Columbia 
preference shall be given to (1) those ex-ser ! anid W ive st 1 
on active dutv in anv branch of the armed forces of the | ted States and have 
been separated therefrom under honorable conditions and who have established 
the present existence of a service-connecté 1 disal \ rwho are receiving Com 
pensation, disability retirement benefits r pensi by reason of public laws 
administered by the Veterans’ Administrati the War Department or the Navy 
Department 2) the wives of such serviee-cor ected disabled ex-servicemen as 
have themselves been unable to qualify for any civil-service appointme! 3) the 
unmarried widows of deceased ex-servicemen who served on active jutv in any 
branch of the armed forces of the United States during anv war, or in any cam- 
paign or expedition (for which a campaign badge has he withorized), o ng 
the period specified in clause (6) of this section, and who were separated therefrom 
under honorable conditions; and (4) those ex-servicemen and wome who have 


served on active duty in any branch of the armed forces of the United States, 
during any war, or in any campaign or expedition (for which a campaign badge has 


‘ 
been authorized), and have been separated therefrom under honorable conditions 
(5) mothers of deceased ex-servicemen or ex-servicewomen who lost their lives 
under honorable conditions while on active duty in any branch of the armed 
forces of the United States during any war, or in any campaign or expedition (for 
which a campaign badge has been authorized), or during the period specified in 
clause (6) of this section, or of service-connected permanently and totally disabled 


ex-servicemen or ex-servicewomen who were separated from such armed forees 
under honorable conditions if 
\) the father is totally and permanently disabled, o1 
B) the mother was widowed, divoreed, or separated from the father and 
1) has net remarried, cr 
2) has remarried but (i) her husband is t talh anen 
disabled or (ii) she is div’ reed cr lezally separated from her husband or 
such husband is dead at the time preferet *“( =< cla ed 








6) those exr-service men and women who have serve ) f tr / neh of 
the Armed Forces ol the l nite d State S during the Me ( De Grnining Lp S | 2, 
and ending July 1, 1955 (the period after the te tion cf the st of hetween 
the ] nited States and the Government of - Ppa / g ’ , fre ' cted 
inder existing law for training and. service n oh Lrvve Force } e heen 
S¢ parated from such Armed Forces inde hono hyl¢ yma ” 

Sec. 3. In all examinations to determine the qualifications of applicants for 


entrance into the service ten points shall be added t> the earned ratings of those 


persons included under section 2 (1 2 3), and (5), and five points shall be 
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added to the earned ratings of those persons included under section 2 (4) and (6) 
of this act: Provided, That in examinations for the positions of guards, elevator 
operators, messencers, and custodians ccmpetition shall be restricted to persons 
entitled to preference under this act as long as persns entitled to preference are 
available and during the present war and fcr a period of five years following the 
termination of the present war as proclaimed by the President cr by a concurrent 


resolution of the Congress for such other positions as may from time to time be 
determined by the President. 











S2p Concress |} HOUSI 
2d N¢ ssion \ 


AMENDING 


NIA 


HOUSE 


— 


LESOLU ION {95 


Mr. Smiru of Virginia, from the Committee on Rules, s 
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folowing 


REPORT 
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The Committee on Rules, havin 


Resolution 689, reports the same to t 


tion that the resolution do pass 
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ubmitted the 
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CONSIDERATION OF 8S. 2360 


JUNE 27, 1952 Referred to the House Calendar and ordered to be 


Mr. Devaney, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 713 


The Committee on Rules, having had under consideration House 
Resolution 713, reports the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF 8. 2357 


JuNeE 27, 1952.—Referred to the House Calendar and ordered to be printed 


Mr. Cox, from the Committee on Rules, submitted the following 


REPORT 
[To accompany H. Res. 714] 


The Committee on Rules, having had under consideration House 
Resolution 714, reports the same to the House with the recommenda- 
tion that the resolution do pass. 


i 
/ 
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CONSIDERATION OF 


J 
x 


JUNE 27, 1952 Referred to the House Calender and ordered to be print: 


Mr. MappeEn, from the Committee on Rules, submitted the following 
REPORT 
{To accompany H. Res. 715] 


The Committee on Rules, having had under consideration House 
Resolution 715, reports the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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URGENT DEFICIENCY APPROPRIATION BILL, 1952 


JUNE 27, 1952.—-Ordered to be printed 


Mir. Cannon, from the committee of conference, submitted the 


following 


CONFERENCE REPORT 


[To accompany H. R. 7860] 


The commitiee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7860 
making appropriations to supply urgeni deficiencies in certain appro- 
priauions for the fiscal vear ending June 30, 1952, and for other 
purposes, having met, afier full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendment numbered 10. 

That the House recede from iis disagreement to the amendments of 
the Senate numbered 1, 2, 3, 4, 5, 7, 8, 9, 11, 12, 13, 14, 15, 16, 17, 
and 18 and agree to the same. 

Amendment numbered 6: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert , at a 
location to be selected by the Secretary of Agriculture after full hearinas 
of which reasonable public notice shall he que n to those who may re side 
within fue nty-five miles from the island selected : and the Senate agree 
to the same. 

CLARENCE CANNON 
Ropert L. F. Sikes, 
JoHN TABER, 
Managers on the Part of the House. 


KENNETH McKELLAR, 
Cart HaybDEN, 
lal Par McCarran 
952 JOSEPH C. O’MaAHONEY, 
, STYLES BRIDGEs, 
BA } Homer FrerGuson, 
Guy Corpon, 
LEVERETT SALTONSTALL, 
Manage rs on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (GH. R. 7860) making appropriations to supply urgent de- 
ficiencies in certain appropriations for the fiscal vear ending June 30, 
1952, and for other purposes, submit the following statement in 
explanation of the effect of the action agreed upon and recommended 
in the accompanying conference report as to each of such amendments, 
namely: 

Amendment No. 1: Appropriates $113,000 for District ef Columbia 
retirement and relief funds, as proposed by the Senate. 

Amendment No. 2: Appropriates $350 for contingent expenses of 
the Senate, as proposed by the Senate. 

Amendments Nos. 3, 4, and 5: Correct chapter numbers. 

Amendment No. 6: Includes language of the Senate granting to 
the Secretary of Agriculture authority to select a site for the proposed 
foot-and-mouth laboratory, but in modified form. 

Amendments Nos. 7,8, 9, and 10: Make available during fiscal years 
1952 and 1953 funds appropriated for maintenance and operations, 
Department of the Army, as proposed by the Senate; and restore 
language of the House extending unexpe ‘nded balances of appropria- 
tions heretofore made for construction of armories for Army civilian 
components, 

Amendments Nos. 11, 12, 13, and 14: Include language, as proposed 
by the Senate, to authorize the De ‘partment of Defense to (a) acce pt 
during fiscal years 1952 and 1953 properties and services from foreign 
countries; (6) make expenditures during the remainder of fiscal year 
1952 for recruitment advertising for personnel who cannot be obtained 
through selective-service processes; and (c) continue during fiscal year 
1953 10 temporary positions, 5 of which are to be at reduced grades 

Amendments Nos. 15, 16, 17, and 18: Correct chapter and section 
numbers and authorize the Department of Defense and the Depart- 
ment of Commerce to utilize fiscal year 1952 funds for the payment of 
increased costs of pay and allowances for said fiscal year authorized 
by the act of May 19, 1952. 

CLARENCE CANNON, 
Ropert L. F. Sikes, 
JOHN TABER, 

Managers on the Part of the House. 


r* 
VY 
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MRS. ANNIE G. HEINMILLER, WIDOW OF A. W. HEIN- 
MILLER, LATE AN EMPLOYEE OF THE HOUSE OF 
REPRESENTATIVES 


JuNE 27, 1952.—Ordered to be printed 


Mr. Stanuey, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 710} 


The Committee on House Administration, to whom was referred 
House Resolution 710, having considered the same, report favorably 
thereon without amendment and recommend that the resolution 
do pass. 
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PROVIDING FOR THE PAYMENT OF CERTAIN DEATH 
AND BURIAL BENEFITS TO THE ESTATE OF HELEN 
HOGAN COMLEY 


JUNE Zé. 1952.—Ordered to be printe 


Mr. Sraniey, from the Committee on House Administration. 
submitted the following 


REPORT 
[To accompany H. Res. 688 


The Committee on House Administration, to whom was referred 
House Resolution 688, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 

( 
* 
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AMENDING SECTION 4472 OF THI REVISED STATUTES AS 
AMENDED, TO FURTHER PROVIDE FOR THE SAFE LOADING 
AND DISCHARGING OF EXPLOSIVES IN) CONNECTION WITH 
TRANSPORTATION BY VESSEL 


JUNE 27, 1952 Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


Mr. Harr, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 
{To accompany H. R. 6521 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 6521) to amend section 4472 of the Revised 
Statutes, as amended, to further provide for the safe loading and dis- 
charging of explosives in connection with transportation by vessel, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 10, strike out the word “possession” and insert in lieu 
thereof the word “ possessions’ 

Page 2, line 1, after the words ‘‘of any explosives’, insert a comma 
and add the words “for which a permit is required by the regulations 
promulgated pursuant to this section”’ 

Page 2, lines 7 and 8, strike out the words ‘‘shall be observed” and 
insert in lieu thereof the words “shall not be exceeded” 


PURPOSE OF THE BILI 


The purpose of this bill is to amend section 4472 of the Revised 
Statutes (46 U.S. C. 170) as amended so as to prohibit the Coast 
Guard from issuing permits for the loading or discharging of explosives 
to or from any vessel any place in the United States, its Territories, 
or possessions, in any cases for which permits are required by the 
regulations promulg rated pursuant to such sections, unless such explo- 
sives are packaged, marked, and labeled in conformity with regula- 
tions prescribed by the Interstate Commerce Commission, and unless 
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such permits specify that the limits as to maximum quantity, isolation, 
and remoteness established by local, municipal, Territorial, or State 
authorities for each port shall be observed. 

The provisions of law amended hereby are commonly referred to 
as the Dangerous Cargo Act, under which the Coast Guard is charged 
with responsibility for the regulation and control of the carriage of 
explosives or other dangerous articles on vessels. Under the Dan- 
gerous Cargo Act the Coast Guard is concerned with the safety of the 
vessel and its crew and passengers. 


BACKGROUND OF THE LEGISLATION 


The need for this legislation has arisen from the investigation by a 
special subcommittee of this committee of the disastrous explosion at 
South Amboy, N. J., on May 19, 1950 (pursuant to H. Res. 643, 81st 
Cong., 2d sess.), and the report of the results of — investigation 
made to the Congress on January 2, 1951 (H. Rept. 3250, Sist Cong., 
2d sess.). 

On the basis of the findings made as to the cause of this disaster, the 
committee made a number of recommendations calculated to lessen 
the probability of similar catastrophes in the future. Recommenda- 
tion No. 5 was as follows: 

That no permit for explosives handling shall be issued by the Coast Guard 
except in accordance with the limits of isolation and remoteness of the America 
Table of Distances and after reasonable notice to the local municipal authorities 
by the Coast Guard with opportunity for hearing to such municipal authorities 
with respect thereto. 

Since the adoption and filing of said House Report No. 3250, the 
Coast Guard has issued new regulations on the subject of issuance of 
explosives-handling permits which are evidently based upon the desire 
of the Coast Guard to conform strictly with the terms of said recom- 
mendation as a matter of policy even though not bound to do so as a 
matter of law. As a result of said Coast Guard regulations it has de- 
veloped that strict adherence to the fifth recommendation in the 
committee’s report is causing an unduly severe impact upon the eco- 
nomic development of the Territories of Alaska and Hawaii and upon 
certain essential national defense projects being carried on therein. 
Due to the serious nature of this problem and upon the urgent requests 
of the Delegates of Alaska and Hawaii, special subcommittees of vour 
committee deemed it necessary to give further attention to the problem 
of explosives handling in these particular instances insofar as it touched 
upon subject matter within the jurisidetion of the committee. Ac- 
cordingly, a series of hearings were held to hear testimony from the 
Delegates and other officials of the Territories, including the Governor 
of Hawaii and a telegraphic communication from the Governor of 
Alaska, as well as officials of the Coast Guard, the Department of the 
Interior, and others familiar with the facts of the problem in the areas 
concerned. 

As a result of said hearings vour committee recognized that the 
provisions in recommendation No. 5 of House Report No. 3250, 
Kighty-first Congress, second session, dated January 2, 1951, could 
not be rigidly adhered to in the case of shipments of explosives to the 
Territories of Alaska and Hawaii under the conditions demonstrated 
to exist. It was shown that the only practical methods of transporta- 
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tion of freight between the mainland of the United States and the 
Territories is by steamship over long distances to the Territorial ports 
of destination where the nature of the normal unloading facilities is 
such that strict adherence to the American Table of Distances is vir- 
tually impossible except for the most negligible quantities of explo- 
sives. On the other hand it was also shows that the economy and 
even the safety of the inhabitants of the Territories was greatly de- 
pendent upon the use of e xplosives. It was obvious that unless explo- 
sives could be shipped into the Territories by water their essential 
interests would be seriously jeopardized. 

On the basis of the evidence heard by your committee during the 
course of the above-mentioned hearings concerning the situation in 
Alaska and Hawaii, your committee felt that there was imperative 
need for the introduction and consideration at the earliest possible 
date of legislation looking toward providing for additional safeguards 
covering the handling of explosives in and out of the ports of the 
United States and its Territories. Your committee, therefore, adopted 
House ane No. 1118, Eighty-second Congress, first session, dated 
October 9, 1951 (pursuant to sec. 136 of the Legislative Reorganiza- 
tion Act of 1946, Public Law 601, 79th Cong.) in which it reaffirmed 
the principles set forth in House Report No. 3250, but further con- 
cluded, however, that it was the sense of the pommmnition that excep- 
tions to recommendation No. 5 of said report should be made with 
respect to shipments to the Territories provided— 
that such exceptions should not be made beyond February 15, 1952, since this 
period of time will allow for a reasonable amount of stockpiling to meet essential 
needs, and also allow time for the preparation and introduction of appropriate 
legislation, 

_Subsequent to the filing of said House report, the bill, H. R. 6521, 
herein reported, was introduced by Mr. Boggs of Delaware and re- 
ferred to your committee for consideration. Identical bills, H. R. 
6566 by Mr. Bartlett, Delegate from Alaska, and H. R. 6580 by Mr. 
Farrington, Delegate from Hawaii, were also introduced and referred 
to the committee. 

Your committee held extensive hearings on the above-mentioned 
bills and heard testimony from a number of witnesses representing 
interested governmental departments, the Territories, port officials, 
explosive experts and contractors. Favorable reports were received 
from the Departments of the Interior, Navy, and Treasury. The 
report of the Interstate Commerce Commission pointed out that the 
bills did not embrace matters within its jurisdiction and that they 
would not affect the existing packaging and marking requirements 
applicable to its shipping instructions in transportation service sub- 
ject to its jurisdiction, 


ANALYSIS OF THE BILL 


The bill provides two conditions which must be met before the 
United States Coast Guard may issue a permit or authorization for the 
loading or discharging to or from any vessel in the United States, its 
Territories, or possessions. First, such explosives must be packaged, 
marked, and labeled in conformity with regulations prescribed by the 
Interstate Commerce Commission, under section 835 of title 18 of the 
United States Code. The second requirement is that any such permit 
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must specify that the limits as to maximum quantity, isolation, and 
remoteness, established by the appropriate governmental authorities 
for each port shall not be exceeded. 

As to the first requirement, there would be brought about a greater 
uniformity of practice as to the packaging and marking of explosives 
loaded or unloaded in United States ports. At present, shipments of 
explosives to be exported from this country may be loaded on vessels 
if packaged and marked in conformity with regulations of the country 
of destination. On the other hand imports may be discharged from 
vessels at United States ports if packaged and marked in accordance 
with regulations of the country of origin. 

Under the second requirement the Coast Guard is prohibited from 
permitting the loading or unloading of explosives at a particular port 
in any quantities in excess of that permitted by the appropriate local, 
municipal, Territorial, or State authorities having jurisdiction there- 
over. Thus, wherever limits as to maximum quantity of explosives, 
» limits as to isolation and remoteness of the point of loading or 
unloading from habitations or other structures have been established 
by the appropriate authority, n0 permit may be issued for the loading 
or unloading of a greater quantity or with lesser limits of isolation 
and remoteness than those so established. 

Where, however, local authorities permit greater quantities and 
lesser degrees of isolation and remoteness than the Coast Guard 
deems safe in the interest of the loading or discharging vessel or in 
the interest of safety of the port, the Coast Guard would not be per- 
mitted to exceed the limits of quantity, isolation, and remoteness 
deemed safe by it pursuant to its jurisdiction and regulatory responsi- 
bilities under the Dangerous Cargo Act (sec. 4472 of the Revised 
Statutes (46 U.S. C. 170)) or under the so-called Espionage Act of 
June 15, 1917, 40 Stat. 220 (50 U.S. C. 191) as amended by Public 
Law 679, Eighty-first Congress, second session, approved August 9, 
1950, as the case may be. Of course, on the other hand, if no limits as 
to Maximum quantity, isolation, and remoteness have been established 
by the appropriate authority for a particular port, this bill would not 
prohibit the Coast Guard from issuing permits for loadiig or unload- 
ing at such port. 

It is not intended that this bill shall in any way limit or restrict 
the shipment, transportation, or handling of military explosives by 
or for the Armed Forces of the United States, and the bill so provides. 


AMENDMENTS 


The original bill was amended by your committee in three respects. 
One amendment merely corrects an error by making plural the word 
“possession” in line 10. Another was inserted at the suggestion of 
the Treasury Department to make it clear that the proposed Jegisla- 
tion has application only to explosives for which a permit is required 
by Coast Guard regulations. The purpose of this is to limit control 
by the Coast Guard to the dangerous explosives known as class A 
explosives, and to avoid requiring unduly restrictive regulations 
applicable to the less dangerous types, known as class B and class C 
explosives. The third amendment is likewise a clarifying amend- 
ment to prevent any interpretation to the effect that the Coast 
Guard must issue a permit if local regulations are observed even 
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though in the judgment of the Coast Guard, in the field of its jurisdic- 
tion, the limits of such regulations would be unwise. 

The Treasury recommended an amendment to the bill which would 
allow the unloading of explosives packaged, marked, and labeled 
conformity with the laws of the country of origin when such explosives 
are not destined for transportation in the original import containers 
by common or contract carrier. Your committee feels that this 
amendment is not justified, particularly in view of the purpose of the 
bill to recognize local limitations which might be imposed covering 
the safety of life and property in port communities. It is not con- 
ceived why such an amendment relative to Importing - explosives 
should be differentiated from the fequirements relative to exporting. 

The Department of the Navy recommended an amendment imtended 
to extend the exemption contained in the bill with reference to ex- 
plosives of the Armed Forces of the United States to « xplosives under 
the cognizance of the Mutual Security Program. Your committee 
deems the proposed amendment unnecessary and considers the exemp- 
tion already contained in the bill to be app Hicable to the loading and 
unloading of military explosives procured by the Departments of the 
Army, Navy, or Air Force, pursuant to any foreign assistance program 
authorized by Congress. 

CONCLUSION 


the South Amboy explosion, there appeared to be a number of steps 
which could and should be taken to improve procedures in the trans- 
portation and handling of dangerous explosives, and recommendations 
were made accordingly. 

After full hearings on the problems involved in loading and un- 
loading of explosives in the Territories of Alaska and Hawaii and after 
further hearings and full consideration of the bill herein reported, your 
committee feels that the mandatory application of the limits as to 
maximum quantity, isolation and remoteness of the American Table 
of Distances does not afford a realistic yardstick for the handling of 
explosives in transportation. On the other hand it has been shown 
that the essential needs of the economy and even safety of some areas 
of the United States can be seriously jeopardized by the arbitrary 
application of the said American Table of Distances. Your com- 
mittee, therefore, feels that in lieu of the suggestion proposed in 
recommendation No. 5 of House Report 2350 this bill will provide 
more effective and flexible safeguards in addition to those under 
existing law covering the handling of explosives in and out of the ports 
of the United States and its Territories without, however, preventing 
the movement of explosives which are so essential to the fulfillment 
of many of our basic needs and our national progress. 

Your committee calls attention to the fact that its jurisdiction in 
the matter of transportation of explosives touches on only a relatively 
small portion of the entire problem of the safe transportation of 
explosives in interstate and foreign commerce. It is to be hoped, 
therefore, that other committees of the Congress, having jurisdiction 
over other phases of the problem of transportation of explosives on 
land will have an opportunity in the near future to continue the study 
of the problem with the view of providing such further safeguarding 
legislation as may be necessary. In this connection your committee 


As was made clear by your committee in House Report 2350 on 
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is gratified to note that legislation is well underway to prohibit 
the transportation in interstate or foreign commerce of lethal munitions 
except when the movement is arranged for, or on behalf of, the United 
States or an instrumentality thereof, and that such legislation has 
received wide approaval from both Government and industry. 
This bill, H. R. 6521, is reported unanimously by your committee. 

The reports of the Treasury, Interior, and Navy Departments are 

as follows: 
TREASURY DEPARTMENT, 
Washington, May 13, 1952. 
Hon. Epwarp J. Hart, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: Further reference is made to your letter of February 
12, 1952, in which you requested the views of the Treasury Department on 
H. R. 6521, and to your letters 5 February 15, 1952, in which you requested the 
views of the Department on H. R. 6566 and H. R. 6580. These bills are identical 
and are titled ‘‘To amend oie 4472 of the Revised Statutes, as amended, to 
further provide for the safe loading and discharging of explosives in connection 
with transportation by vessel.”’ 

The purpose of these bills is to amend section 4472 of the Revised Statutes 

16 U. 8. C. 170) as amended so as to prohibit the Coast Guard from issuing 
permits for loading or discharging explosives from any vessel at any place in the 
United States, its Territories, or possessions unless such explosives are packaged, 
marked, and labeled in conformity with regulations prescribed by the Interstate 
Commerce Commission, and unless the permit specifies that the limits as to 
quantity, isolation, and remoteness established by local, municipal, Territorial, 
or State authorities for each port shall be observed. 

The Treasury Department is in accord with the objectives of this proposed 
legislation. Itis believed, however, that clarification of the bills in two particulars, 
as set forth below, is desirable. 

on Guard regulations in this field are concerned largely with the control 
of dangerous explosives, known as class A explosives. It has never been con- 
Side red necessary to control class B or C explosives to the same extent as class A 
explosives, and it would appear that the provisions of this proposed legislation 
may be unduly restrictive in regard to these latter two classes. Accordingly, it 
is recommended that the proposed legislation be amended to have application 
only to explosives for which a permit is required by Coast Guard regulations. 

It is this Department’s interpretation of the proposed legislation that, if it 
were enacted into law, then wherever local, municipal, Territorial, or State 
authorities have jurisdiction to act in the premises, dangerous explosives would 
be permitted by the Coast Guard to be loaded or discharged in conformity with 
the standards for quantity, isolation, and remoteness established by such authori- 
ties. On the other hand, where such authorities have jurisdiction to act in the 
premises and have failed so to act, the loading and discharging of dangerous 
explosives would be prohibited until such action was forthcoming. This Depart- 
ment recognizes that this constitutes deferring to local and State authority on a 
matter with regard to which the Federal Government could exercise full authority; 
it is believed that this is entirely proper with regard to matters of such vital 
importance to the locality as the remoteness, isolation, and maximum quantity 
of dangerous explosives being loaded or discharged. Certainly it is the locality 
that must bear the brunt of an explosion, should one occur. In this regard, it is 
noted that the paramount interest of the United States in the handling of explosive. 
for the Armed Forces is expressly protected in the proposed legislation. 

Current regulations permit the handling of import shipments which are not 
packaged and marked in compliance with the regulations of the Interstate Com- 
merce Commission provided they are not destined for transportation in the original 
import containers by common carrier by rail or highway. These bills apparently 
would require the cancellation of that regulation and thus, in effect, place an 
embargo on import shipments of explosives if the country from which shipped 
required compliance with its own regulations in order for the shipment to be 
loaded in that country, and such requirements were net similar to those of the 
Interstate Commerce Commission. It appears, then, that this proposed legis- 
lation should make it clear that such unloading of explosives not packaged and 
marked in compliance with requirements of the Interstate Commerce Commission, 
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but packaged and marked in compliance with regulations of the country in which 
loaded, is not prohibited, provided that the explosives are not destined for trans- 
portation in the original import containers by common or contract carrie1 

It is suggested that the language of the proposed bill be amended to read as 
follows (suggested additions to the language are in italics 
‘(e) The United States Coast Guard shall issue no permit or autho 





horization 
for the loading or discharging to or from any vessel at any point or place in 
the United States, its Territories or possessions (not including Panama 


Canal Zone) of any explosives, for which a permit ts required by the regulations 
promulgated pursuant to this section unless such explosives are packaged, 
marked, and labeled in conformity with regulations prescribed by the Inter- 
state Commerce Commission under section 835 of title LS of the United States 
Code, and unless such permit or authorization specifies that the limits as to 
maximum quantity, isolation, and remoteness established by local, municipal, 
Territorial, or State authorities for each port shall be observed. Nothing 
herein contained shall be deemed to limit or restrict the shipment, trans- 
portation, or handling of military explosives by or for the Armed Forces 
of the United States. Nothing contained herein shall be deemed to prohibit 
the issuance of a permit for the unloading of any explosives, packaged, marked 
and labeled in conforn ity with the laws or reqgul utions of the country from u hich 
shipped when such explosives are not destined for transportation in the original 
import containers by common or contract carrier.’’ 

The Treasury Department, subject to these comments, recommends enactment 
of this proposed legislation. Beciuse of the hearings scheduled for May 20, this 
report has not been submitted to the Bureau of the Budget. 

Very truly vours, 


JOHN S. GRAHAM, 
Ac fing Secretary of the Treasury 


THe SECRETARY OF THE TREASURY, 
Washington, May 19, 1952 
Hon. Epwarp J. Hart, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Repre Sé ntalives, Wash ington, ees. 

Dear Mr. CuarrMANn: Reference is made to my letter of May 13, 1952, in 
which the views of the Treasury Department were expressed on H. R. 6521, 
H. R. 6566, and H. R. 6580, to amend section 4472 of the Revised Statutes, as 
amended, to further provide for the safe loading and discharging of explosives in 
connection with transportation by vessel. 

As the result of inquiry on the part of interested parties indicating some mis- 
understanding on how the Department visualizes administration of this proposed 
legislation in case of enactment, it is deemed advisable to submit to your com- 
mittee this supplemental report on these bills. 

It is not the view of the Treasury Department that this proposed legislation 
would require complete deferment to local authorities as to standards for quantity, 
isolation, and remoteness in connection with the loading and unloading of explo- 
sives under Revised Statutes 4472 (46 U.S.C. 170). While normally the Coast 
Guard would grant permits if the local requirements were met, nevertheless, 
Federal control could still be exercised in those circumstances where the national 
interests require a greater margin of safety than that prescribed by the local 
authorities. In granting permits the Coast Guard would be governed mainly by 
such local requirements, but in certain circumstances might, on the basis of 
controlling national needs, refuse a permit, or grant a permit that allows the 
loading or unloading under more restrictive limitations as to quantity, isolation, or 
remoteness than would be required by the local regulations 

Very truly yours, 


Joun S. GRAHAM, 
Acting Se cretary of the Treasury 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington D. C., May 7, 1982. 





Hon. Epwarp J. Hart, 
Chairman, Committee on Merchant Marine and Fisheries, 
Hlouse of Re pres niatives, Washington, eee? 

My Dear Mr. Harr: Further reference is made to your request for the views 
of this Department on H. R. 6521, H. R. 6566, and H. R. 6580, identical bills to 
amend section 4472 of the Revised Statutes, as amended, to further provide for 
the safe loading and discharging of explosives in connection with transportation 
by vessel. 

These bills would amend section 4472 of the Revised Statutes, as amended by 
the act of October 9, 1940 (46 U.S. C., 1946 ed., see. 170) by adding a new sub- 
section which among other things would prohibit the Coast Guard from issuing 

permit or authorization for the loading or discharging to or from any vessel at 
any point or place in the United States, its Territories or possessions of any 
explosives, unless such explosives are packaged, marked, and labeled in conformit 
with regulations prescribed by the Interstate Commerce Commission cade 
section 835 of title 18 of the United States Code, and unless such permit or 
authorization specified that the limits as to maximum quantity, isolation and 
remoteness established by local, municipal, Territorial, or State authorities for 
each port are observed. The bills would, in effect, provide that the limits as to 
maximum quantity, isolation, and remoteness established by local, municipal, 
Territorial, or State authoritie eee +h port, insofar as these factors are concerned, 
shall be the minimum standard to govern the loading and discharging of com- 
mercial explosives. 

(As you know the shipment of explosives to Alaska and Hawaii, on an adequate 


and continuing basis, is absolutely essential to the vital civilian and military 


construction programs presently being conducted in these Territorial areas. At 
the same time, of course, the public interest requires that sound standards be 
establist ied to ensure safe handling of these explosives. The enactment of this 


legislation should result in the accomplishment of both of these objectives 
For the foregoing reasons, I urge that this legislation be enacted promptly. 
The Bureau of the Budget has advised that there would be no objection to the 
submission of this report. 
Sincerely yvours, 
Date E. Dory, 
Assistant Secretary of the Interior 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE JuDGE ADVOCATE GENERAL, 
Washington, D. C., May 20, 1952. 
Hon. Epwarp J. Hart, 
Chairman, Committee on Merchant Marine and Fi es, 
House of Representatives, Washington, D. ( 

My Dear Mr. CHarrMan: Your requests for comment on the identical bills H. 
R. 6521, H. R. 6566 and H. R. 6580, to amend section 4472 of the Revised Statutes, 
as amended, to further provide for the safe loading and discharging of explosives 
in connection with transportation by vessel, have been assigned to this Depart- 
ment by the Secretary of Defense for the preparation of a report thereon express 
ing the views of the Department of Defense. 

The purpose of these measures is to increase the effectiveness of the regulations 
for protection against hazards created by explosives by requiring adherence to 
Interstate Commerce Commission regulations for packaging, marking and label- 
ing, and by requiring that locai port regulations on handling be observed. 

The last sentence of each of the bills provides that ‘‘Nothing herein contained 
shall be deemed to limit or restrict the shipment, transportation, or handling of 
military explosives by or for the Armed Forces of the United States.”’ In order 
to extend this exemption to explosives under the cognizance of the Mutual Security 
Program, it is recommended that the period at the end of the bill be changed to a 
comma, and the following clause be added within the closing quotation marks 
“or the shipment, transportation or handling of military explosives procured by 
the Departments of the Army, Navy, or Air Force for transfer on a grant or reim- 
bursable basis pursuant to any foreign assistance program authorized by the 


Congress. 
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Subject to the foregoing, the Department of the Navy, on behalf of the D 
ment of Defense, has no recommendation to make regarding the nact 
any of these bills. 

This re port has been coordinated within the De partment f Def 
ance with the procedures prescribed by the Secretary of Defer 

The Department of the Navy has been advised by the Bureau of the B 
that there is no objection to the submission of this report on the | H. R. 6521 


H. R. 6566 and H. R. 6580 to the Congress 
For the Secretary of the Navy. 


Sincerely vours 
Ge ta 
1? { T Tons g \ 
j j | ( } \ 
CHANGES IN EXISTING LAW 
In compliance with paragraph 2a of rule III of the Rules of the 


House of Representatives, changes in existing law made by the bill, is 
introduced, are shown as follows (existing law proposed to be omitted 
] 


is enclosed in black brackets; new matter is printed in italics: existing 
law in which no change is proposed is shown in roman 


SECTION 4472 or REVISED STATUTES, AS AMENDED (46 U.S. C., 
Sec. 170 


Sec. 4472 | 


(7) * * 
(¢ The United States Coast Guard sha te no permil or authorization for 
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TRANSFER OF LAND TO THE STATE OF OREGON 


JuNE 27, 1952.—Committed to the Committee of the Whole House on the 
of the Union and ordered to be printed 


Mr. Coo.tey. from the Committee on Agriculture, submitted the 


following 


REPORT 


[To accompany 8S. 2603) 


The Committee on Agriculture, to which was referred the bill 
(S. 2603) to authorize the transfer of certain lands to the State of 
Oregon, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass 


STATEMENT 


The justification for this proposed transfer is explained in the letter 
from Acting Secretary of Agriculture K. T. Hutchinson to Hon 
Allen J. Elleader, chairman of the Senate Committee on Agriculture 
and Forestry, which is attached hereto and made a part of this report. 


DEPARTMENT OF AGRICULTURE, 


Washington 25 D. C.. March 17, 1952 
Hon. ALLEN J. ELLENDER, 


Chairman, Committee on Agriculture and Forestru, 
United States Senate 

Dear SENATOR ELLENDER: This is in reply to your request of February 
report on 5. 
Oregon. 

S. 2603 authorizes and directs the Secretary of Agriculture to convey approxi- 
mately 2 acres to the State by quitclaim deed. This small area is part of a tract 
of 48.73 acres located within the boundaries of the Mount Hood National 
and donated in 19388 to the United States for national-forest purposes by the 
Oregon Fish Commission. The commission retained an adjacent area needed for 
operation of its Oxbow Springs Fish Hatchery 

Recent relocation of the Columbia Gorge Highway has made it desirable for the 
State to erect some permanent improvements on that part of the donated land 
located between the State-owned property and the relocated highway 


7 for 
‘ 
2603, a bill to authorize the transfer of certain lands to the State of 


Forest 


t 


During 
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the past year this small area of approximately 2 acres was used by the State under 
a special-use permit from the Forest Service. 

In view of the fact that (a) the land was donated to the United States by the 
State of Oregon, (b) the State plans to erect several permanent improvements 
and (c) the land is to be used in connection with a publicly owned and operated 
fish hatchery which will be beneficial to the national forest, it is felt the conveyance 
is in the public interest. 

This Department offers no objection to the enactment of S. 2603. 

The Bureau of the Budget advises that, from the standpoint of the program of 
the President, there is no objection to the submission of this report. 

Sincerely, 
K. T. HutrcuHinson, 
Acting Secretary. 


O 
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TUNE 27. 1952,—Committed to the Committ VW le | 


Mr. Coo.rey, from the Committee on Agriculture, submitted the 


follow ne 


REPORT 
[To accompany H. R. 7952 


The Committee on <Aecriculture. to whom was referred. t] bill 


H. R. 7952) to authorize the combination of the Truck Crop Insect 
Laboratory and the Citrus Insect Laboratory of the Bureau of Ento 
mology and Plant Quarantine, located at Alhambra and Whittier, 
Calif., respectively, and to provide for new quarters having consider- 
ed the same, report favorably thereon with amendments and recom 
mend that the bill do pass. 

The amendments are as follows 

Page 2, line 2, after the word “purpose”, insert “upon terms satis- 
factory to the Secretary and without cost to the Federal Government 


Pave 2, after line 3, insert the following new section 


STATEM 
The purpose of this 
Truck Crop Insect Laboratory forni rl low ated at Vent Ira and 
\lhambra and now temporarily located at Whittier, Calif., together 
with the Citrus Insect Laboratory of the Bureau of Entomology and 


Plant Quarantine, also at the present time located at Whittier, Ca 
The two laboratories referred to in the bill are now ho ’ 
lease on property owned by Whittier College at an annual rental of 
$1,500. The existing lease is renewable until June of 1955. Th 


| 
original rental on these various laboratories was in 
$2,790 per annum. 
There is Urgent ne a for the consolidation of the two Laborato 


some point in California which is strategically located close to impor- 
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tant truck crop and citrus growing areas. The location referred to in 
H. R. 7952, described as Palm Street and South Harbor Boulevard, 
at Anaheim in Orange County, Calif., has been selected as a very 
desirable location. Both citrus groves and truck crop growing areas 
are close at hand. It is located in an agricultural area at some dis- 
tance from any immediate possible urban expansion. It has the 
further advantage of being located well outside a metropolitan area 

The Bureau of Entomology and Plant Quarantine, assisted by 
State and local agencies concerned with such agricultural crops, has 
during the past 2 years unsuccessfully attempted to find adequate 
existing space for rental to house the two laboratories. Unsuccessful 
efforts have also been made to find some individual or ageney who 
would erect a building and make it available on a long-time lease 
basis, subject to applicable Government regulations. 

In recognition of the space problem, the Board of Supervisors of 
Orange County, Calif., on March 6, 1951, made an official offer in the 
form of a resolution to the Bureau of Entomology and Plant Quaran- 
tine of the land referred to in H. R. 7952 and described above, for the 
purpose of constructing a building to house such research laboratories 
of the Bureau. 

It is quite clear from the evidence at hand, that the proposed build- 
ing will provide suitable quarters for these two laboratories with 
appreciable savings in rent, laboratory equipment, and clerical help. 
In addition, it will have the advantage of bringing research workers of 
the Bureau together for more efficient supervision and direction. 


COMMITTEE AMENDMENTS 


The committee made two amendments to the bill. The first, in 
section 1, makes it clear that the location to be provided by Orange 
County is to be adequate for all purposes of the consolidated labora- 
tory and is to be obtained by the Federal Government without cost. 

The second amendment consists in the addition of a second section 
to the bill authorizing an appropriation for the consolidation and con- 
struction of the laboratory facilities. This will remove any doubt 
that the funds for the laboratory are to come out of new appropria- 
tions, and not out of existing departmental funds. 


DEPARTMENT REPORT 


Approval of H. R. 7952 is recommended by the Department of 
Agriculture in the following letter, which is hereby made a part of 
this report. 


JUNE 25, 1952. 
Hon. Haroutp D. Coo ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 


Dear Mr. Coouey: In reply to your request of June 17, 1952, the following 
report is submitted on H. R. 7952, to authorize the combination of the Truck 
Crop Insect Laboratory and the Citrus Insect Laboratory of the Bureau of 
Entomology and Plant Quarantine, located at Alhambra and Whittier, Calif., 
respectively, and to provide for new quarters. 

The two laboratories referred to in the bill are now housed under lease on 
property owned by Whittier College at an annual rental rate of $1,500. The 
existing lease is renewable until June 1955. 
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There is urgent need for consolidation of the worat 
California such as Anaheim, which is strategica 
truck-crop and citrus-growing areas 

The Bureau of Entomology and Plant Quarantine ed by St 
agencies concer! ed with s ich agricultural crops 


unsuccessfully attempted to locate ade 





] { i 

two laboratories Unsuecessful efforts e al f 
vidual or ageney who would erect a building and i ‘ abl i 
lease basis, subject to applicable Government 1 tior 

In recognition of the space problem the Board of Super rs of O} 
Calif., on March 6, 1951, made an official offer ) bBurea | 
Plant Quarantine of the land referred to in H. R. 7952 
structing a building to house such resear lal tor it | 
offer has not been accepted as of this t because t I i | 


and Plant Quarantine does not have authorit 
Sureau is still pursuing its efforts to find ad 
cooperation of local interests in tl erecth ol a 
some other location 

While the Department is favorable to the object ft bil 
bilitv that, as now worded, it might require thu tr i | ous 
the two laboratories with funds which were 1 ippropriated for t pury 
The use of present funds for construction of such building w 1 nece 
drastic curtailment of important research and resu ! nil t! ta 
made in the work In order to clarifv the mat 
amendments to the bill: 

Page 1, line 3, strike out the words “and directed 


Page 2, after line 3, insert: “Sec. 2. There are hereby authorized to be appro 


priated such sums as may be necessary l l 
With these amendments the Department recommends passage of the bill 
In view of the time limitation, we have not obtained from the Bureau of the 
Budget advice as to the relationship of this proposed legislation to the progran 
of the President. 
Sincerely, 
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ADJUSTMENT OF BURLEY TOBACCO ALLOTMENTS 


Mr. Cooney, from the Committee on Agriculture, subm 


following 


REPORT 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 8170) relating to burley tobacco farm acreage allotments 
under the Agricultural Adjustment Act of 1938, as amended, havi 
considered the same, report favorably thereon with amendments and 


recommend that the bill do DASS 
The amendments are as follows 
Page 1, lines 6 and 7, strike out “five-tenths’’ and insert in lieu 


thereof “‘seven-tenths’’ 


Page 1, line 7, after the word “cropland” change the period to a 
colon and insert 
than one-tenth of an acre in anv one ve 


STATEMENT 


The purpose of this bill is to equalize among all growers the adjust- 
ments which must be made from time to time in the acreage allotments 
for burley tobacco. The production of this crop is characterized by 
a large number of very small acreage allotments. At the present time 
the 475,000 acres of burley-tobacco allotment are divided among 
305.847 different farms, an average of only 1.56 acres per farm 

Under the present laws relating to burley-tobacco allotments, some 
growers are protected against having their allotments reduced below 
l acre, while many other cvrowers have no such protection Farms 
without that protection and with allotments of 1 acre or less, have 
had their allotments reduced 32 percent since 1945, while those whose 
small allotments are protected have suffered no decrease or have 


actually had their acreage increased during that same perio 
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This bill, which was introduced at the request of the Department 
of Agriculture, will reduce the minimum stated acreage from 1 acre 
to seven-tenths of an acre and will give all burley growers the benefit 
of this protection. 

\DMINISTRATIVE ADJUSTMENTS 


During the hearings on the bill it appeared to the committee that 
some improvement in the burley-tobacco program can be made by 
administrative adjustments of present rules and regulations of the 
Department. In reporting this bill favorably in order to improve the 
program, the committee does so with the expectation that the Depart- 
ment of Agriculture will take such administrative steps as may appear 
to be desirable. The committee suggests particularly that action be 
taken with respect to the following two situations: 

At the present time, the “tolerance”? allowed to a producer in 
complying with his acreage allotment is ninety-nine one-hundredths 
of one-tenth of an acre. Several witnesses testified that this is more 
tolerance than is necessary in the case of allotments as small as those 
for burley tobacco and results merely in producers in many areas 
intentionally overplanting their allotments by the allowable tolerance. 
It is the recommendation of the committee that this tolerance be 
reduced drastically. 

Second, testimony indicated that burley tobacco is being grown in 
vacant lots in many towns and cities in the burley area. Where such 
production is actually a part of a larger farming operation, the pro- 
ducer is, of course, entitled to grow his tobacco on any part of his 
land he may choose. It was the opinion of witnesses, however, that 
in some instances this ‘‘vacant-lot farming’? constitutes the entire 
farming operation of the tobacco producer involved. The committee 
recommend that the Department review carefully its definitions of 
eligible farms in order to eliminate from the quota those “vacant lot”’ 
producers who may not be eligible for a burley allotment under a 
strict interpretation of the law. 


HEARINGS 


Two days of hearings were held on the bill and it was supported 
very generally by representatives of burley-tobacco associations from 
most parts of the producing area. The National Grange and the 
Farm Bureau also appeared in favor of the bill with the Grange 
representative, as did several other witnesses, recommending that the 
minimum be placed at seven-tenths of 1 acre (as provided in the 
amended bill) instead of five-tenths of 1 acre, as provided in the bill 
as originally introduced. 

There was some opposition to the bill expressed by two witnesses, 
but the committee believe that the committee amendments will meet 
the objections those witnesses had and that they would probably favor 
the bill as amended and reported by the committee. Several of the 
witnesses who appeared before the committee will be among those 
whose acreage will be reduced as a result of this legislation. Never- 
theless, they recommended its adoption for the benefit of the burley 
program as a whole. 
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ee 


COMMITTEE AMENDMENTS | 


The committee have changed from five-tenths of an acre to seven- 
tenths of an acre the acreage minimum provided in the bill. Several 
witnesses who appeared in favor of the bill as drafted m vertheless 
suggested that they thought the seven-tenths minimum was preferable. 
It may be that the minimum may have to be reduced again at some 
future time, but it was the opinion of several witnesses that, with the 
administrative improvements suggested in this report, it would be 
several vears before there would be anv necessity of again reducing 
the minimum acreage and thereby broadening the base for any over-all 
reduction in the burley allotment. . 

The second amendment will prevent the reduction in any allotment 
of 1 acre or less of more than one-tenth of an acre in any 1 vear. 
Several witnesses suggested that some such provision against growers 
with very small allotments being sharply reduced should be included 
in the bill. The committee believe that with these two amendments 
the bill will provide for a much more equitable and workable program 
for burley tobacco. 

DEPARTMENT REPOR!1 


The bill was introduced at the request of the Department of Agri- 
culture and the executive communication from the Secretary of Agri- 
culture suggesting the legislation is appended hereto and made a 
part of this report. 


May 22, 1952 


The Vice PRESIDENT, 
United States Senate 


Dear Mr. Vice PRESIDENT: At the invitat f the Department, some of the 
Senators and Representatives from the burley-tobaceo-producing area ( 
with Department officials recently to discuss problems relating to the burley 
tobacco marketing-quota program In keeping with the request of Senators and 
Representatives attending the meeting the Department submits here 
gested legislation to provide a more uniform, a more equitable, ar L sound 
economic basis for the establishment of burley tobacco acreage allotments 

The Department is confronted with serious difficulty in estal hing allotments 
under present provisions of law and, in our | ent, these diff ties art 
that they may make it virtually impossible to cont e operation of the prograt 
successfully. The facts cited below will bring out 1 probler 

1. Public Law 438, Seventyv-eighth Congress, approved April 20, 1943 (57 Stat 
69), provides that the burley tobacco acreage allotment which would otherwis 
be established for anv farm having a burlev acreage allot rit 1942 a 
not be less than one-half acre 

2. Under Publie Law 276, Seventy-eighth Congress, approved March 31, 1944 
DS Stat. 136), the allotment for any far i gal y tobacco acre ea 
ment in 1943 cannot be less than | acre or 25 percent of the cropland hicl 
is smaller. 

3. Burley allotments are distributed as follows: 

a) 304,847 farms share 475,000 acres of allotment in 1952, an average 
1.56 aeres per farm. Tobacco on many farms grown | two 
families and the average Hurley allotment per family is about | aer 
bh) 190,836 farms have allotments of 1 acre r less and an additional 
13,540 farms have allotments of 1.1 acres each in 1952. 
The estimated number of farms having bur allotments of 1 acre or 
less in 1943 ds 95,000. 

t. Farms with allotments above 1 acre hay ad their allotments reduced 32 
percent since 1945, while smaller allotments have remained the same or increased 

5. With a normal crop in 1952, burl \ allotments in 1953 would need 
reduced by at least 20 percent below 1952 in order to bring supplies 


demand. 
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6. If only the allotments above 1 acre are reduced by 20 percent in 1953, the 


net reduction will be only 13 percent. Any reduction in subsequent vears would 
be even less effective because more allotments would be reduced to 1 acre and, 
therefore, be protected. Thus, it would become increasingly difficult to main- 
tain suppiies in line with demand. 

7. The average vield per acre of burlev tobacco in the 5 vears 1939-43 was 985 
pounds, whereas the average in the 5 years 1947-51 was 1,271 pounds Thus, 
seven-tenths of an acre of burley tobacco now is equivalent to L acre in 1944 from 


the standpoint of production, and the vield trend is still upward. 
Although the Department did not object to Public Law 276 at the time of its 


enactment as a wartime measure, we have been greatly concerned about 








application and have twice before called this to the attention of the Congress. Pro 
tection of a farm having an allotment in 1943 through a specifie legal minimum 
the smaller of 1 acre or 25 percent of the cropland) and denial of that protection 
to an adjoining farm across the road of fence, because the allotment for that far 

was established in 1944 or 1945, would create misunderstanding and dissensio1 
among the growers Recognizing this, the Department has used permissive 
provisions of the law to avoid reducing allotments of 1 acre or less wl were 
not specifically protected under Public Law 276. However, in view of the nee 

i for further adjustment of supplies of burley tobacco and the ever-increasing 


number of allotments that have not shared in these adjustments, the Department 
is unable to justify continuation of this protection to allotments of 1 acre or less 
met protected by Public Law 276 Therefore, unless the law can be amended in 
time to permit application of the amendment in the establishment of allotments 
in September and October of this vear for the 1953 crop, there will be around 
95,000 farms—about one-half of the so-called small allotments—on which the 
allotments should be reduced in 1953, leaving the other 95,000 farms protected 
under Public Law 276. 

The Departn ent recommends that the law be amended to proy ide that the farm 


acreage allotment for burley tobacco for any vear shall not be less than the smallest 


of (1) the allotment established for the farm for the immediately preceding vear, 
2) five-tenths of an acre, or (3) 25 percent of the cropl ind in the farm This 
amendment woul 1) place all small allotments on a uniform basis, (2) bring the 


over-all job of edjusting supplies in line with demand within sounder and more 


ions, and (3) eliminate the virtually impossible administrative 


manageable limitat 
burden arising out of record keeping over an indefinite pe riod of years in relation 
to a speci fir ad earlier year 

1 } e e@!l closed draft of 2, bill would accomplish the objectives recommel! ded by 
the Department. The Department urgently recommends that the proposed bill 
be enacted. 

The enactment of this proposed bill would entail no additional administrative 
expenses. 

The Bureau of the Budget advises that from the standpoint of the program of 
the President, there is no objection to the submission of this recommendation. 

Sincerely, 


CHARLES F. BRANNAN, Secretary 


O 
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APPROVING THE CONSTITUTION OF THE COMMON- 
WEALTH OF PUERTO RICO WHICH WAS ADOPTED BY 
THE PEOPLE OF PUERTO RICO ON MARCH 3, 1952 


JUNE 28, 1952. Ordered to be printed 


Mr. Enate, from the committee of conference, submitted the following 


CONFERENCE REPORT 
{To accompany H. J. Res. 430 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the joimt resolution 
(H. J. Res. 430) approving the Constitution of the Commonwealth 
of Puerto Rico which was adopted by the people of Puerto Rico on 
March 3, 1952, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as 
follows: 

That the House recede from its disagreement to the amendment 
of the Senate, and agree to th» same with an amendment as follows: 

In lieu of the language ol th » Senate amendment insert the follow- 
Ine: That the constitution of the Commonw-altl tf Puerto PRieo whi 
Was drafted by the seleet d di li gates to th Constitutional Convention 


of Puerto Rico and adopted by the people of Puerto Rico in a referendun 


of Mareh 2 105 a ii accordance mith th le i ¢ title d ‘An d Let to Dro- 
wile for the organi ition of a constitutional aqovernment by the peonle of 
Puerto Rico’’, approved July a 1950 0 Stat alg: y/ a : CS 
731b-731¢), is hereby approved by the Congress of the United States 
Ere! pt section 20 of article IIT of said constitution: Provided, That see- 
tion 5 of article I] the rt of s/ ]/ ha ” no Tores li d f tf et until aqmen ad 
by the pe ple of Puerto Rico under the proce fur preser ibed by article VIT 
of thie constitution of the Commonwealth of P to Rico hu ae ding to 
such section 5 the following deelar tio - 66 mieep sory attendance at 
ele mentary public Re hools to thee extent permitted h t} facilit eS of } 

state as he re in provided shell not iy CONSETT UE Las i] pP | abl to th N¢ who 
rece ive ele mentary education in school established tnder nongd veri 

mre nial LUSPICE g’?s Pro vidi d frurthe P / at e2 pt hor th Ur DNose of 
ad ypting the ame ndme nts to section 5 ¢ f article Il and to sectio oO of 


article Vil as her in provided, article Vil oO} "1 COT stitutio It hg WTS 
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shall have no force and effect until amended by the people of Puerto 
Rico under the terms cf said article by adding to section 3 of article VIT 
the following new sentence: ‘Any amendment or revision of this con- 
stitution shall be consistent with the resolution enacted by the Congress 
of the United States approving this constitution, with the applicable 
provisions of the Constitution of the United States, with the Puerto 
Rican Federal Relations Act, and with Public Law 600, Kighty-first 
Congress, adopted in the nature of a compact’: And provid d further, 
That the constitution of the Commonwealth of Puerto Rico hereby 
approved shall become effective when the Constitutional Convention of 
Puerto Rico shall have declared in a formal resolution its acceptance in 
the name of the people of Puerto Rico of the conditions of approval 
herein contained, and when the Governor of Puerto Rico, being duly 
notified by the proper offi: als « if the Constitutional Convention of Puerto 
Rico that such resolution of acceptance has been formally adopted, shall 
issue a proclam« ition to that effect. 

Cian ENGLE, 

Liuoyp M. Bentsen, 

Reva Beck BOSONE, 

Frep L. Crawrorp, 

A. L. MILLER, 

Managers on the Part of the House. 


JosepH C. O’MaAHONEY, 
James FE. Murray, 
Ernest W. McFartanp, 
KuGEeNne D. MILLIKIN, 
Guy Corpon, 

Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUS 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Ho ises on the amendments of the Senate 
to the joint resolution (H. J. Res. 430) approving the Constitution of 
the Commonwealth of Puerto Rico which Wiis adopted by the Ppcople 
of Puerto Rico on Mareh 3, 1952, submit the following statement in 
explanation of the effect of the action agreed upon and recommended 
in the accompanying conference report as to each of such amendments, 
namely: 

The conference aucreement deletes that portion Of the Senate amend- 
ment making it mandatory that every proposed change in the new 
Puerto Rican Constitution be approved by the Congress of the 
United States. The conferees believe that in keeping with the spirit 
of Public Law 600, Eighty-first Congress, and the purposes of the 
Puerto Rican Constitution, the people of Puerto Rico should have 
freedom to change their constitution within the limits of applicable 
provisions of the United States Constitution, the Puerto Rican 
Federal Relations Act, Public Law HOO Kiehty -first Congress, and 
House Joint Resolution 430. Accordingly the conferees specified 
such limitations in detail in their amendment 

Although the Senate amended Hous Jomt Resolution 430 by 
substituting a new section, most of it merely contaimed perfecting 
language. The only major change made by the Senate was the 
second proviso following the words ‘nongovernmental auspices” 
which would have required approval hy he | nited States ( ‘onert ss of 
each amendment to the Puerto Rican Constitution This proviso Was 
stricken and the following language inserted 


Provided further, That except for the purpose of adopting the amendments to 
section 5 of article II and to section 3 of artis VIl as herein provided, article 
VII of said constitution likewise shall have no foree and effect until amended by 
the people of Pu rto Rico under the terms o aid art eC OV adding to s tion 3 
of article VII the following new sentence \ny amet! dmet or re “Ion aft his 
constitution shall be consistent with the resolution enacted by the Congress of 
the United States approving this constitution, with the applicable provisions of 
the Constitution of the United States, with the Puerto Rican Feder | itions 


Act, and with Public Law 600, Eighty-first Congress, adopted in the nature of a 

compact: . 
CLar E 
Luoyp M. BeEnTsEN, ZJr., 
Riva Beck Bosone, 
Kreo L. Crawrorp, 

A. L. Minuer, 


Managers on the Part of the House 
3 


NGLI 


O 
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EXTENDING THE TIME FOR USE OF CONSTRUCTION 
RESERVE FUNDS ESTABLISHED UNDER SECTION 511 
OF THE MERCHANT MARINE ACT, 1936, AS AMENDED 


JUNE 28, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Harr, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 
[To accompany H. J. Res. 480] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the joint resolution (H. J. Res. 480) to extend the time for 
use of construction reserve funds established under section 511 of the 
Merchant Marine Act, 1936, as amended, having considered the 
same, report favorably thereon without amendment and recommend 
that the joint resolution do pass. 

The purpose of this resolution is to amend section 5 of Public Law 
384, Eightieth Congress, approved August 8, 1947, relating to the 
merchant-marine construction reserve funds established under section 
511 of the Merchant Marine Act of 1936, as amended, bv striking out 
“March 31, 1952” and inserting in lieu thereof “Mareh 31, 1953”. 

This would have the effect of extending until September 30, 1953, 
the time within which certain deposits in the construction reserve 
funds established under section 511 of the Merchant Marine Act, 
1936, as amended, may be commi'ted for the acquisition of new vessels. 

Section 511 of the Merchant Marine Act, 1936, as amended, author- 
ized the establishment of construction reserve funds. Section 511 
provides for the commitment of deposits in such funds within 2 vears 
from the date of deposit for use in the construction or acquisition of 
new vessels, with authority vested in the Maritime Administration to 
grant extensions for additional periods not aggregating in excess of 
2 vears. A proviso in subsection (h) permitted the former Maritime 
Commission during the war to grant further extensions ending not 
later than 6 months after the termination of the war. Publie Law 
384, Eightieth Congress, approved August 8, 1947, fixed the termina- 
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tion of the war for the purposes of the aforesaid proviso at March 31, 
1948, thereby permitting extensions of 4-year uncommitted deposits 
for 6 months thereafter, or until September 30, 1948. Subsequent 
legislation has extended the termination of the war for the purposes 
of the aforesaid proviso to March 31, 1952. The joint resolution 
would amend Public Law 384 by changing the date of March 31, 1952, 
to March 31, 1953, thereby reinstating the wartime extension author- 
itv so that the privilege of making commitments for new vessels 
would be extended until Se ptember 30, 1953. 

Testimony before your committee revealed that, unless this resolu- 
tion is enacted, approximately $7,500,000 of deposits will not be eli- 
gible for commitment under section 511 and, therefore, may be lost to 
the merchant marine as a source of funds for construction or acquisi- 
tion of new vessels for the American merchant marine. 

Your committee recognizes the fact that the unsettled circumstances 
affecting the American merchant marine, and especially domestic 
shippi ing in the past years, continue in \ effe et, and the circumstances 
prevailing in the emergency declared in December of 1950 make un- 
certain the situation as it affects the cticeoosay tion of new vessels by 
priy ate capital 

It is highly important to the merchant marine that all available 
private shipping funds be used for the investment on a permanent 
basis in vessels for the American merchant marine. Accordingly, the 
extension of time to commit reserve funds, as provided for in this 
resolution, seems entirely reasonable and proper, particularly since 
the authority is permissive rather than mandatory. Your committee 
reports this resolution unanimously. 

The report of the Secretary of Commerce on the resolution is as 
follows: 

Tue SeEcRETARY OF COMMERCE, 


Washington, June 25, 1952. 
Hon. Epwarp J. Hart, 


Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C. 


My Dear Mr. Harr: You have requested the views of the Department on House 
Joint Resolution 480, to extend the time for use of construction reserve funds 
established under section 511 of the Merehant Marine Act, 1936, as amended. 

The joint resolution would amend section 5 of Public Law 384, Eightieth Con- 
gress, approved August 8, 1947, as amended (Public Law 157, 82d Cong.), by 
striking out March 31, 1952, and inserting in lieu thereof March 31, 1953. 

The resolution would grant authority until March 31, 1953, for extensions until 
September 30, 1953, of the time in which certain deposits in the construction 
reserve funds established under section 511 of the 1936 act, as amended, may be 
committed for the acquisition or construction of new vessels without losing the 
tax-deferment benefits prescribed for such funds by section 511. 

Unless this resolution is enacted, approximately $7,576,111.91 of deposits of an 
unsubsidized shipping company will not be eligible for conmitmnent und2r seetion 
511, and is likely to be lost to the merchant marine as a source of funds for con- 


struction or acquisition of new vessels for the American merehant marine. I[t 
appears that the unsettled circumstances affecting shipping, and especially 
domestic shipping, in the past vears continue in effect. Tho existenee of the 


emergency declared December 1950 makes uncertain the situation for the con- 
struction of new vessels by private capital. It continues as important as ever for 
the merchant marine that all available private shipping funds b2 available for 
investment on a permanent basis in new vessels for the American merchant 
marine. 

In view of the shortage of time, we have not cleared this letter with the Director, 
Bureau of the Budget. Under the circumstances, nothing contained herein is to 
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be construed as an indication of the tio rop 
program of the \s On as t! ici B | 
received, it will itted to ) 

If we ean be d tan 

Sincerely 
( cs 
CHANGES IN EXISTI 1 LA 
li li _ #1 ” sais } > e ] TTT = 1) 
nh comphance with paragraph 2a 0 l baa ne ON ( 


House of Representatives, changes lt) CXISI LibW nade by 


as introduced, are shown as follows (existing law 
omitted is enclosed in black brack« { ! | { | 
existing law in which no change is proposed hown in ror 


Tue Act or A S, 1947 


Sec. 5. MERCHANT MARINE CoNnstTrRUCTI VI 
For the purposes of the Proviso Of subpsectio sectio ( Le i 
Marine Act, 1936, as amended, added { | t of 17 
1943 (57 Stat. 15 the pr n ’ 


), 
[March 31, 1952.] March 31, 1953 
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Sec. 102. Section 101 of the Defense Production Act of 1950 ae 
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82p Concress |} HOUSE OF REPRESENTATIVES | Report 
Pd Session { / No. 2352 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 


Mr. SPENCE, from the committee of conference, subrmnitted the 


loliowlng 


CONFERENCE REPORT 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 259 
and extend the Defense Production Act of 1950 and the | 
Rent Act of 1947, and for other purposes, having met, after full and 
free conference, have agreed to recommend and do recommend to 
their respective Houses as follows: 

That the Senate recede from its disagreement to the amendm 
of the House and agree to the same with an amendment as follows 

In lieu of the matter proposed to be inserted by the House amend 
ment insert the followmg: That this Act may be cited as the “Defense 
Production Act Ame ndme nts of 1952”’ 


4 { viel 
t+) LO amend 
| 
A 


TITLE I—-AMENDMENTS TO DEFENSE PRODUCTION ACT 
OF 1950, AS AMENDED 


Sec. 101. Section 101 of the Defe nse Production Act of 1950. 
amende d, is here by amended by adding at the én thereof the follow neg 
new sentence: “Nor shall any restriction or other limitation be established 
or maintained upon the species, type, or grade of livestock killed by any 
slaughterer, nor Upon the ti/ pes of slaught ng O pe rations, including 
relignous rituals, employed by any slaughterer; not shall any requirement 
or regulations be established or maintained relating to the allocation o 


} 


distribution of meat or meat prod icts unless, and for the period for wh ch 


the Ne cretary of Agriculture shall hav Le fern ined Gil Ce rti fied to the 
Pre side nt that thee oO er-all supply ot meat an / meat pro lucts is 7) aide q Late 
to meet the civilian or military needs there for: Provide a That nothing 
in this Act shall be construed to prohibit the President fron quirin: 
the grading and grade marking of meat ar ad meat pro / ict 

H. Rept. 2352, 82-2 1 
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Sec. 102. Section 101 of the Defense Production Act of 1950, as 
amended, is amended by inserting “(a)” after “101.”, and by adding at 
the end of such section the following new subsection: 

“(b) When all requirements for the national security, for the stock- 
piling of critical and strategic materials, and for military assistance to 
any foreign nation authorized by any Act of Congress have been met 
through allocations and priorities it shall be the policy of the United 
States to encourage the maximum supply of raw materials for the civilian 
economy, including small business, thus increasing employment oppor- 
tunities and minimizing inflationary pressures. No agreement shall be 
entered into by the United States limiting total l ited States consum ption 
of any material unless such agreement authorizes domestic users in the 
United States to purchase the quantity of such material allocated to other 
countries participating in the International Materials Conference and 
not used by any suc h participating country. Nothing contained in this 
Act shall impair the authority of the President under this Act to exercise 
allocation and priorities controls over materials (both domestically pro- 
duced and imported) and faciliti ies through the controlled materials plan 
or other methods of allocation.’ 

Src. 103. Section 104 of the Defense Production Act of 1950, as 
amended, is amended to read as follows: 

“Sec. 104. Imp: ort controls of fats and oils (ineluding oil-bearing 
materials, fatty acids, and soap and soap powder, but excluding petroleum 
and petrole um products and coconuts and coconut products), peanuts, 
butter, cheese and other dairy products, and rice and rice products are 
necessary for the protection of the essential security interests and economy 
of the Tn ited States an the existing emergency in inte rnational re lations, 
and im ports into the United States of any such commodity or product, 
by types or varieties, shall be limited to such quantities as the Secretary 
of Agriculture finds would not (a) impair or reduce the domestic produc- 
tion of any such commodity or product below present production levels, 
or below such higher levels as the Secretary of Agriculture may deem 
necessary in view of domestic and iniernational conditions, or (b) interfere 
with the orderly domestic storing and marketing of any such commodity or 
product, or (c) result in any unnecessary burden or expenditures under 
any Government price support program: Provided, however, That the 
Secretary of Agriculture after establishing import limitations, may permit 
additional imports of each type and variety of the commodities specrtied 
in the section, not to exceed 15 per cenium of the import limitation with 
respect to each type and variety which he may deem necessary, taking into 
consideration the broad effects upon international relationships and trade. 
The President shall exercise the authority and powers conferred by this 
section.” 

Sec. 104. The first sente nee of section 302 of the Defense Production 
Act of 1950, as amended, i is amended by inserting before the period at 
the end thereof the following: Ss and manufacture of newsprint” 

See. 105. Paragraph (2) of subsection (d) of section 402 of the 
Defense Production Act of 1950, as amended, is amended by inserting 
afier the first sentence thereof the follows ing new sentence: “No regulation 
or order shall be issued or remain in effect under this tatle which prohibits 
the payment or receipt of hourly w agi s ata rate of $1 per hour or less.’ 

Sec. 106. (a) / aragraph (3) of subsection (d) of section 402 of the 
Defense Production Act of 1950, as amended, is amended by inse rting 
in the Pith sentence thereof after (1) the Agric ultural Act of 1 949," the 
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transportation equipment, charges for the use of washroom and tor let 
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following: “except thai under any price support program announced 
while this title is in effect the level of support to cooperators shall be 90 
per centum of the parity price, or such higher level as may be established 
under section 402 of that Act, for any crop of any basic agricultural 
commodity with respect to which producers have not disapproved marketing 
quotas,” 

(6) Paragraph (3) of subsection (d) of section 402 of the Defense 
Production Act of 19: 00, as amended. is amended by ad din ng at the end 
thereof the following: ‘No ce idling price s af rT products re sulting from the 
processing of « agri icultural commodities, including livestock, milk, and 
other dairy products, shall be established or maintained in an y agri cul- 
tural marketing area at levels which deny to any processor of such products 
the cost adjustments provided in paragraph (4) of this subsection and 
which de ny to any distributor or seller of such products ihe customa ry 
margin or charge provided in subsection (k) of this section. Where a 
State re gulatory body is authorized to establish minimum and/or mazxi- 
mum prices for sale s of flu wid milk, Ce iling price S establi she d for such 
sales under this title shall (1) not be less than the minimum prices, or (2) 
be equal to the maximum prices, established by such regulatory body, as 
the case may he: And provided further, Phat ii 
established by any State regulatory body, with respect to which prices, 
parties may be deemed te coniract, no ceiling price may be maintained 
under this title which is less than the price so. established. Vo ce iling 
shall be established or maintained under this title for fruits or vege tables 
in fresh or processed form.” 


the case of pri ces O if milk 


L 


SEC. tot. Puragraph 4) of subse hon (/ of section 402 of the De- 
fense Produetion Act of 1950, as amended, w amended by adding at the 
end thereof the following: era Provisions of this paragraph shall not 
apply in the case of a seller ofa material at retail or wholesale within the 
n caning of subsectis rn k) of this section.” 

Sec. 108. Subsection (d) of section 402 of the Defense Production 

Act of 1950. as amended, us amended by adding at the end thereof vive 
following new parayraph: 
(d) For thee Purpose of de te rmin ined th applic able Ce ila? q pr 1c under 
the general ceiling price regulation issued January 26, 1951 
any sale of fertilizer to the uliimate user by a person 
resale shall hy con std red a re tail sale a 

SEC. 109, (@) Subsection (@) of S¢ clit n £02 of the D fi Tis Production 
Act of 1950, as amended, is amended by adding after the word ‘“‘pro- 


7 J 
, as Gmenra d, 


ae J , 4 . 
who ACQUuLrEed % fo? 


fe ssion”’ in paragrap rh (22) thereo f the foll. wing: aa Wages, salaries, and 


other compen sation paid to » profe ssional engineers employed in «a pro- 
fessw ial capac ity; wage 8. salarve 8 and othe ry Cf ML p I satioc rt paid to 
profe ssional archite cts employe . Ln a i rofe ssiona l ca pact y ba y an ar “c} i- 
tect or firm of architects engaged in the prac Lice of his or thei ir profession; 
and wages, salaries, and o ther compensation paid to certified public 
accountants licensed to practice as such employed in a professional 
capacity by a certified public accountant or firm of certified public ac- 
countants engage dan the practic: of his or their profe ssion”’ 

(hb) Paragraph v) of subsection (@é) of section 402 of th De fe nse 
Production Aet of 1950. as amended, is amended to read as follows: 

“(p) (1) Rates and charges by any common carrier o7 other public 
utility, including rates charged by any person subject to the Shi ppirg Act, 
1916 (Public Law 260, Sixty-fourth Congre ss). as amended, and ineludii g 
compe nsation for the use by others of a common carrier's 


Lb 


cars or other 


DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 o 


v4 


laws of any State have been construed to prohibit adherence by sellers of 
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transportation equipment, charges for ~ use of washroom and torlet 
facilities in terminals and stations, and charges for repairing cars or 
other transportation equipment owned by others; charge s for the use of 
parking facilities operated by common carriers in connection with their 
common carrier operations; and (2) charges paid by common carriers for 
the performance of a part of their transportation services to the public 
including the use of cars or other transportation equipment owned by a 
person other than a common carrier, protective se nee against heat or 
cold to property transported or to be transported, and pickup and delivery 
and loc al tran sfer services: Provided, That no common carrier or other 
public utility shall at any time afte r the President shall have issued any 
stabilization requlations and orders under subsection (b) make any in- 
crease in its charges for property or services sold by it for resale to the 

public, for which application is filed after the date of issuance of such 
stabilization regulations an d orders, before the Fed ral, State, or municipal 
authority, if any, having jurisdiction to consider such increase, unless it 
first gives thirty days’ notice to the President, or such agency as he may 
designate, and consents to timely intervention by such agency before the 
Federal, State, or municipal authority, if any, having jurisdiction to 
consider such increase: And provided further, That the Office of Price 
Stabilization shall not nara in any case involving increases in rates 
or charges proposed by any common carrie r or other publi ie utility except 
as provided in the preceding proviso:”’. 

(c) Subsection (e) of section 402 of the Defense Production Act of 
1950, as aime nded, 1S aime nded by adding at the end the reof the following 
new paragraphs: 

“*(aid) Rates, fees, and charges for materials or services supplicd 
directly by the States. Territories, and POSSESSIONS of the United States. 
and the ir political subdivisions and mun eipalitic s, the District of 
Columbia, and any agency of any of the fore gong. 

“(a7) W ages, salaric Ss, or other compe nsation of persons em ployed i] 
small- business enterprise S as defined wn this paragraph: Pro ded , how 
ever, That the Pre ota nt may from time to time exclude an this exem 
tion such ente rprises on the basis of industri¢ S, fi pe s of busine SS, OCCU 
pations, or areas, if their exe mption would be unstabilr sing with 
fo wages, salaries, or other com pensation, pl wES, OF manpower, or would 
otherwise be contrary to the PUr poses of this Aci A small-business 
enterprise, for the purpose of this paragraph, is any enterprise in which 
a total of eight or less persons are employed in all its establishment 
ae units, or qpinates. This paragraph shall become effecti ‘ 
thirty days after its enactment. 

“(r) Prices charge d and wages pav d by bowling alle Ys. 

““(7r) W. ages paid | for agric ulti tral labor.’ 

aye 110. The Sirs t sentence of section 402 (k) of the Defense Produ 
tion Act of 1950, as amended, is amend led to read as follows: “No rule. 
T¢ ee order. or amendment the reto shall be issued or Te main in effect 
unde r this title, which shall den y sellers of materials at retail or whole- 
sale their cust mary percentage margins over costs of the materials or 
their customary charges during the period May 24, 1950, to June 24 


Ss 
1950, or on such other nearest representative date determ o under 

Y 19 La ip , 
section 402 (c), as shown by their records during such pee rcept as 
to any OTL sper’ fie item of a li Vié of materi ial sold by such, | lle rs phiel iN 
an short SUP] ly as evide need by spec fe gover rnme nt action fo encour lie 


production of the ite ™m mn quest ion: Provide d, ho LEVET, That if the antitrast 
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laws of any State have been construed to prohibit adherence by sellers of 
materials at wholesale or retail to uniform suggested retail resale prices, 
the President shall issue re gulations ging full consideration to the 
customary pe ree ntage margins of s uch N¢ lle rs during the 
before set forth’’. 

Sec. 111. Section 402 of the Defense Production ict of 1950, as 


y 
pe riod fhereéin- 


7 


(Liné nde d, LS furthe r ame nde l by adding at the « nd the re of the Polit 
subsections: , 

“(l) No rule . requlation, orde r, or ame ndment thereto issued under this 
title shall fix a CE iling on the price paid or received on the sale or delive ry 
of any material in any State below the minimum sales price of suel 
material fired by the State law (other than any so-called ‘fair trade law’ 
now in effect. or by re gulation issued pursuant to euch law 


wing new 


? 


‘é “AT 76 oo’ 1 ° 
(77) Vo rule, réequiation, orde r, or amrenameni thereto shall bé ass “ued 


or maintained unde - this title which shall de ny to @? 7] hotel supply 


. . ,° . : i , . - 
house or combination distributor, ayiuiated mth any slaughterer or 


} . ee ' 7 ] ee a 8: 
slaughtering establishment, or to any wholesaler so affiliated but whose 


affiliation does not amount to an interest or equity of more than 50 per 


Ce ntum., the SO 1716 ceiling Drice or prices jor meat accorded to hotel 
supply AOUSES, combinat Or distrib itors, iT Chi I cal ci hich are not 


80 affiliate d. 











‘ Ay . pa ai , e 
‘“"(n) Notwithstand ng any other proves 
he ] : i e ies 
Cé dings are declare d ti. effect on ar Y agri 
: ™ . : - . eo uy *y° 2° 
le el, the Director of [ rice Stabilization n 
Fr 9 , tr} ete ie } 
effect margin controts on processors, ry 
‘ 2 7 
margin controls to allow the processor 
] ' ae } ' ~ #ha { } torn 7 
normal MArK-UPS AS pro déad inde) thas act, eaece pt that under nO CiTr- 
i f ; : 
cumstances are the sellers to hy alli wed greater than their nor? al margins 
; “39 
ot profit. 
ee ) ' ) f sl ] r> , . te —— - 
SEC. 112. Sectio Y» of the Lefer ON nm ACT Pd ) Ss 
? , 7 ? } . . 7 ] 
amended, ww amended Oy triserteng ( a ] ho a ' yal 
} ] / 4 
‘ I 7 j. y I ? 
iv ( / i ‘ij / dit DV ¢ Li¢ f f Dp fhe Te 4 on 
{ ' ' YT yp? . 
side ney Or any suc SSO7 ¢ CU. a Ve ~ ) ) ' re ? 
™ . % } I 
NH th . subsection rejerred a fh, lat hich hatl ve 0 nh 
7 7 y > ‘ ’ ne I . - , 
equal namoers, of men Hers re presen at f j hig rere / - 9 mbers 
- ° - , » . 2 4 
Me PTESE nlative Of dabor, and membre epresental f OU fi¢ al HaUs- 
ry The numoer of offices on the I oard all be established 0 luxe { é 
rile 
a4 Wr , , r } Ta ‘ >] I r> .7 
<j) The ii embe rs of the Hoard shad f hea yy nyt 01 The / 0K y > 
' 7 oT , - i ryyy rT» , 1 ] 7 
f uy ai d u iti tha Gitvice and consent of t/ PY ad i fie fh residey v/ all 
designate a Chairman and Vice Chairman of the Board from among the 
memoers re pre Né niati ’ OF the ol neral Pp ipblie 
ry . ~~ * ; , ’ . , 
~ hee Vhe term of offe ¢€ memoers of the Board shal 
~ > — y . } ? . ; J : 
May I, 1905. Any membre r appointed to hil a vaecaney oc 
to the erprration of the term for which his pred r WAS G 
- } . ,7 ’ 
be appo nted. tor the remainder of such 
‘(7 7 . "> ) a) ’ ] whise Lal) 
7 i) Each member representative of} the general pub C Shall rece é 


compe neation at the rate of $15,000 a year, and while a member of the 
l foard shall engage in no other busine Ss, Ue cation E, ear h 
member representative of labor, and each member r of busi- 
NESS and industry, shall rece ive $50 for ( ch la 7 ly ngage d 





in the pe rformance of his duties as a member of the 
he shall be paid h is actual and necessary travet an 


in add tion 


tbs be nee erpenses’é 
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in accordance with the Travel Expense Act of 1949 while so engaged 
away from his home or regular place of business. The members repre- 
sentative of labor, and the members representative of business and indus- 
try, shall, in respect of their functions on the Board, be ex: mpt from the 
operation of sections 981. 283. 984, 434, and 191 | of ith 18 of the U nited 
States Code and section 190 of the Revised Statutes (5 U.S. C, 99). 
(5) The Board shall, under the Supervision and direction of the 
EKeonomic Stabilization Adm inistrator 
**(A) formulate, and recommend to such seoeenontet for pro- 
mulgation, general policies and general regulations re lating to the 
stabiliz ~ation of wages, salaries. and other compensation > and 
‘(B) upon the request of (1) any pe rson substantially atfected 
there by, or (72) any Fed ral department or agency whose funcet OTLS 


as provi ded t 1 law, MAY be affected there by or may have an effeet 
7 } > ve 5 7 7 j — . : 
thereon, advise as to the in ferpretation, or the application to par- 


a ° ° 7° in y _ 
ticular circamstance 2. rt policies and regulations promiulqated by 
+f *; - > 7 


> 7, om - , y* . . 
Such Adm rnistrator wh eh re late fo the stabdirlication of Wades, S la- 





ries, and other com pensation. 
For the ae ( f this Act. ahiehs lie > 17 iON or WAoHeS, sala ra Ss, and other 
compen tion means prese 






ibing marimum limits thereon. Except as 
pro ade } yr clause (B of this paragraph, the Board shall have no juris- 
diction with respect t 

ar volved the re an. Labor disp t¢ S, and labor matters mn spute : apt ich 
do not involve the inte rpretation or applicati on of das requlations or 
policie ¢ shall be dealt urith. if at ali, ansotfar as the Federal Government ¢s 
concer? ed. under the conciliation, mediation , emergency, or a er prov - 


fs 


, 7 pe : : 
0 any labor dispute or TAL ré ae to any LESUe 


sions of laws heretofore or hereafter enacted by the Co OTeSs. 

**(6) Paragraph (5) of tha is sub ect) On shall take é ie ct th arty days a fter 
the date 07 which this eubsect n 48 enacte Z The Wa Jé St thil sation 
Board created by E-recutin« Ord, er Numbered POT], and reconstituted by 
F-recutive Orde r Numbe red 102 iS. as @dimne nile / by Kreecutive Or / is 
Numbe red MU ISO]. 18 hei r¢ hy aho lished. é fect e at the close of the twenty- 
nit th a lay following the date on Dh ich th 1s subsection is enacted After 
June 27,1952, the present Wage Stabilization Board shall issue no 
requlation or order except with respect to individual cases pending before 
the Board pri rto such date. 

“(e) No uw ithstanding any other proviso? of this section. the stahils 
tion « f the atleae oie and other compen sation. of persons (not PEPrese nted 
on the ar relationships or eligible to be so re prese nted with their employe r 
by duly J ce rtified or recogn ized labor organ zations employed as outside 
sali sm7men or in bona fide ere cutive . admin istrativ or profe S81 nal ca pac- 
- és, as — te TMS are defined mM the ré qulations reeued in DUPSUance 
of section 18 (a) (1) of the Fair Labor Standards Act of 1938, as amended, 
or as SU Pt rvisors, as de fined by the Labor Manag ment Relations Act. 
1947, as amended, shall be administe red by the Salary Stabilization 


Board and the Office of Selary Stabilization as presently established 


“y 


within the Economie Stabili: oat. Age ney, or any successor ey 
subject to the SU pe revision and dire noble of the Economic Sta vzatior 
Administrator. 

sey 


(d) It shall be the ELPress duty, obligation, and fur ction of the prese nt 
Econon ic Stabilization Ag ney, or any Successor age ney, to coordinate 
the relationsh ip between prices and wages, and to stabilise prices and 
wages.’ 


y 


113. (a) (1) The first sentence of subsection (a) of section 407 
of the Defi nse Production Act of 1950, as amended, is amended by 
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striking out 66mg lating to price controls under this title’’ and isertv g 
an lieu thereof “relating to price controls under this ti : 
fry 


under the Housing and Rent Act of 1947, as amended’’: and by striking 
out “relating to price controls”’ after “ar y such reg tlation or order’? 








(2) Subsection (h) of section LO07 ef the Defense Productio Act f 
1950, as amen led, is amended by anserting after “tl Lite hie i 
“and the Housing and Re nt At f of 1947, as amend 5 WI j 
afte r “ooetion VO5 of ti 1S Act’ the foll mi? Pane ( ( (}f ( thie 
Housing and Rent Act « { is the l 

(b) Section 408 of th n Act of 1950, a 
amended to read as follows: 

“SS F¢ 4085. ad Any person wh ) IS anor? ed | J Tie lenial irtiad 
denial of his protest may, within thirty da after such ad ! 
COT plaint u ith, thie En raencu ¢ y LTt OF AAP al ef if 7 V/ ( 

a? } pra nn } that thie Te nilation Or O7 fi r Pore ed he é ‘ 


an. aPfiole or an part. 








on the President. wl 1] s], j 5 f : 
Of such Dp ior ee / } th, 4 : ae 
mater al Lnde the ( ’ ‘ er terty ont 
Seitina forth Cn Tar ¢ ry a ' ' or f 
which the Pre lont J j ] ; ' Hh 
COLI cha have 627 has é r dirt ) t the CC 1 @ z 4 ek 
trons dé ern) 1 the CV a l shall | é Dp f t rit | ( 
relief or restrai ! rder a t deen fy ) ) . > Me rnently 
enjoin or set aside. whole or in part. the requlation o1 Pega: 
amen lime ; t of or rie t to the re d lat n O”V ¢ er DP CNT¢ é 
7 4 ? ] : 4 
and enter wWwpo? MAUNds, € en ere } na rg ot 
forth ‘ SU } tre a decres ento / r ane 
so mod) fed or sett ad lé nu h i 0 tT ti. ritéy YP ‘ 
to dismiss tha yp thio? > or to rema Il the m eed at 4] ] coe 
fiirt er acti n . » me or lance ” oa} the ; ‘ le ee Pr 5 ] 7 Fy 
requlata mn) a ord Pmay be M viihed 0 CPN ed by Fi / 4 wd 
trrne i fawithstandi q the per i ( of icl int \ ‘ or } 
such requlat 0 or orde r. ar ad aig , ' 
thereto, shall he CONS dere / by the e rt. eh. oh j ‘ 
bee n set forth h } the fron nl 1 fy ant t} : } : a 
contained in the transer pt. The tind f the Presid 7 él 
to Guestions of fact. if supported bi Dxte ( fg / 
COT gre 4 / aqasa aphh le. chal] he C0? lay ° lf 7 if 
CO t bi ¢ ithe r party for leave to ty en 4 : 7 
eithe otters / to thre 7 lé fa / rt ¢ ? , , 
ably have Deen othe red to the Pp? evade $ : 3 ed by the Pri J , 
such nroceedinas, and the court deter é / ! eh ¢ Ce j ye 
admitted, the court shall 0? Ne r thre emdence t hy, y ‘ tod to the ' j 
j he Pre side nt shall Promy flay rece a tf Same, a Sql orner ¢ té 


ath the court a transerint thereof and a , liftteati aati Bh, 


re;qitatryo: Ov orde a” 2 ad result f re ’ ej Pe. f ) CO r fh fhe 
) . } v | i} } j : 
I re cade nt. any such eridence hd | f, ePxente C1 ? fhe 4 
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sion the court shall decide all relevant questions of law, interpret consti- 
tutional and statutory provisions, interpret the meaning or applicability 
of the terms of any official action under this title or under this Act, as 
amended, of which this title is a part and with respect to this title, or under 
the Housing and Rent Act of 1947, as amended. The court shall exercise 
its powers and prescribe rules governing its procedure in such manner 
as to expedite the determination of cases of which it has jurisdiction under 
this title. 

“(c) Within thirty days after entry of a judgment or order, inter- 
locutory or final, by the Emergency Court of Appeals, a petition for a 
writ of certiorari may be filed in the Supreme Court of the United States, 
and thereupon the judgment or order shall be subject to review by the 
Supreme Court in the same manner as a judgment of a United States 
court of appeals as provided in. section 1254 of litle 28, United States 
Code. The Supreme Court shall advance on the docket and expedite the 
disposition of all me Jiled therein pursuant to this subsection. The 
Emergency Court of Appeals, and the Supreme Court upon review of 
judgments and orders of the Emergency Court of Appeals, shall have 
exclusive juristiction to determine the validity of any such regulation or 
order issued under this title, or under the Housing and Rent Act of 
1947, as amended. Except as provided in this section, no court, Federal, 
State, or Territorial, shall have jurisdiction or power to consider the 
validity of any such regulation or or der, or to. stay, re strain, e7 qo7Nn, or 
set aside, in whole or in part, any provision of this title, or the Housing 
and Rent Act of 1947, as amended, authorizing the issuance of such 
T¢ gulations or orders, or any provision of any such re gulation or orde ,. 
or to restrain or enjoin the enforcemeé nt of any such pro ision, 

‘(d) (1) Within thirty days after arraignment, or such additional 
time as the court may allow for good CAUSE shown, in any criminal pro- 
ceeding, and within five days afte r judgment in any civil or criminal 
proceeding, brought pursuant to section 409 or 706 of this Act, section 205 
or 206 of the Housing and Ne nt Act of 19 17 as am vended, or section aia 
of title 18, United States Code, involvi ing alle ged violation of any pro SiON 
of any such reguiation or order, the defendant may ap ply to the court an 
Ww nan the proceeding is pe nding for leave to file in the ILmergency Court 

Appeals a complaint against ‘the President setting forth objections to 
the vat lidity of any prov ision which the defe ndant is alle ged to have violated 
or conspired to violate. The court in which the proceeding is pe nding 
shall grant such leave with respect to any objection which it finds is made 
in good faith and with respect to which it finds there is reasonable and 
substantial ErCUSE for the de fe ndant’ 8 failure to present SUC. h objection un 
a protest filed in ‘accordance with section L407 of this title. Upon the 
Fili ng ofa complaint pursuant to and within thirty days from the granting 
of such leave, the E mergency Court of Appeals shall have jurisdiction to 
enjoin or set aside in whole or in part the provision of the regulation or 
order complained of or to dismiss the complaint. The court may authorize 
the introduction of evidence, either to the President or directly to the court, 
in accordance with subsection (a) of this section. The provisions of 
subsections (b) and ( (c) of this section shall be app licable with respect to 
an y proceeding ‘instituted in accordance with this subsection. 

“(2) In any proceeding brought pursuant to seetion 409 or 706 of this 
Act, section 205 or 206 of the Housing and Rent Act of 1947, as amended, 
or section 871 of title 18, United States Code, ee an alleged viola- 
tion of any provision of any such regulation or order, the court shall stay 
the proceeding . 
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“(7) during the period urthin which a complaint may be filed in 
the Emergency Court of Appeals pursuant to leave granted under 
paragraph (1) of this subsection with re pect to § ich pre S107 

66 (97) during the pe nile ney of any protest prope? 1 filed by the 
defendant under section 407 of this titl ] i » the institut f 
the proceeding under section 409 or 706 of this Act. se 
206 of the Housing and Rent Act of LY , as amende ( ( } 
37 of title 18, United State Rt le. éliing 7 tf O7€¢ f the 
validity of such Provision wh ic] the court finds to have bee (le 
un good faith: and 

“6 (ii) during the pending of any judicial proceeding 
by the defendant under this section unil espect to ic} 
i? stituted by the defendant under paragra) ji | of th LOSE 
with. ow spect to such provisior and u l thy expirat on of the f 


} 


allowed in this section for the taking of further proceeding th 
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in the achievement of the purposes of this Act, price or wage regulations 
and orders, or both, shall be suspended in the case of any material or 
service or type of employment where such factors as condition of supply, 
existence of below ceiling prices, historical volatility of prices, wage pres- 
sures and wage cornpet pice or relative importance in relation to business 
costs or living costs will permit, and to the extent that such action will be 
consistent with the avoidance of a cumulative and dangerous unstabilizing 
effect. It is further the policy of the Congress that when the President finds 
that the termination of the suspension and the restoration of ceilings on the 
sales or charges for such material or service, or the furthe r stabilization of 
such wages, salaries, and other compensation, or both, is necessary in order 
to effectuate the purposes of this Act, he shall by regulation or order 
terminate the suspension. 

See. 115. Section 503 of the Defense Production Act of 1950, as 
ame nded, is hereby amended by adding at the end thereof the following: 

“Tt is the sense of the Congress that, by reason of the work stop page now 
existing in the steel industry, the national safety is imperiled, and the 
Congress therefore requests the President to invoke immediately the 
national emergency provisions (sections 206 to 210, inclusive) of the 
Labor-Management Relations Act, 1947, for the purpose of terminating 
such work stoppage.” 

Sec. 116. (a) Section 601 of the De fense Production Act of 1950, as 
amended, is hereby repealed. The heading of title VI of the Defense 
Production Act of 1950, as amended, is amended to read as follows: 
“TITLE VI— CONTROL OF REAL ESTATE CRE DIT” , and the 
subheading of such title is amended to read as follows: “This title 
authorizes the regulation of real estate construction credit only’. The 
table of contents in the first section of the De fense Production Act of 1950, 
as amended, is amended by striking out “consumer and’. 

(b) Title VI of the Defense Production Aet of 1950, as amended, 
amended by adding at the end there of the following new section: 

“Sec. 607. Notwithstanding the Provisions of sections 602 and 605 
of this title, the authority of the President w hich is derived from said 
sections to impose credit regulations relative to residential property shall 
not be exercised with respect to extensions of credit made duri ing any 
‘neriod of residential credit control relaxation’, as that term is herein 
defined, in such manner as to impose any down payment requirement in 
excess of 5 per centum of the traneuction price. The President shall 
cause to be made estimates of the number of permanent, non-farm, family 
dwelling units, the construction of which has been started during each 
calendar month and, on the basis of such estimates, he shall cause to be 
made estimates of the annual rate of construction starts during each such 
month, after making reasonable allowance for seasonal variations in the 
rate of construction. If for any three consecutive months the annual rate 
of construction starts so found for each of the three months falls to a level 
below an annual rate of 1,200,000 starts per year, the President shall 
cause to be published in the Federal Register an announcement of the 
beqi nning of a ‘period of residential credit control relaxation’, which 
period shall begin not later than the first day of the second calendar 
month following such thre¢ consecutive nonths. Each such relaxation 
period may be terminated by the President at any time after the annual 
rate of construction starts thereafter estimate. l for each of any three con- 
secutive months exceeds the level referred to in the preceding sentence.’ 

(c) Section 708 of the Defense P roduction Act 0 rf 1950, as amended, is 
amended by adding at the « nd the reof the following new subsection: 








DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 1] 


= f) AAfte r thee date of ¢ nactme nt of the De fens Pri due ve } Ac f A 
nent of 1 192. no wv marr program or agreeme? t for the contr 
/] } 9 ] ] aes fy 
shall ye Ap pre ed or carry Out under This Sectioi 


Sec. 117. Section 05 of the Defer nse Production f ] 
amended, is amended by add ing thereto the following new subsection: 
ny f) Any pers if] subpe Tule Ww) (le rti is & ction shall ha % t} righ f 
make a record of his he stimon y Se ta h réeprese nted by COU] 

Sec. 118. The first sé nlence of section O07 of the Defe nse Pri 
Act of 1950, as amended, is amended by strikiy q out the word “his 

Sec. 119. Subsection (b) of section 712 of the Defense Product 
Act of 1950, as amended, is amends 1 by otreeing out the first sent Cé 
the reof and inserting in lic u there f the foll ud? ST shall he the funet 
of the Committee to make a continuo us sti Ng of the _ rams and of thie 
fairne ss to CONSUIMNESS of the price Ss au th rl / by t} Act an l to revie Dp 
the progress achieved i bn the execution an l administrat Lon th reof.”’ 

Sec. 120. Section 717 of the Defense Produetion Act of 1850, as 


amended, is amended by adding at the end thereof the following new 
subsection: 

‘““(d) No action for the recovery of an y cooperative payment made to a 
cooperative association by a Market Administrator under an invalid 
prov ision of a milk marketine order issued ¢ OY the Seere tary of a bern grt 
pursuant to the Agricultural Marketing . lgreement Act of 19387 shall be 
maintained unless such action is brought by prod ucers specifically ramet d 
as party plaintiffs to recover their respective s share of such payments within 
ninely days after the date of enactment of the De fense Production Act 

Amendments of 1952 with respect to any cause of ection heretofore accrued 
and not otherwise barred, or within ninety days after accrual with respect 
. future payments, and unless each claimant shall allege and prove 

) that he objected at the hearing to the provisions of the order under which 
8 mii payments were made and (2) that he either refused to accept payments 
computed with such deduction or accte pted them under protest to either 
the Secretary or the Administrator. The district courts of the United 
States shall have exclusive original ju 
regardless of the amount involved. Thi is subsection shall not apply 
to funds held in ESCTOW pursuant to court order. Notw thstar diy q 
any other provision of this Act, n0 termination date shall be applicable to 
this su “ en a 

Sec. 121. ) Paregraph (4) of subsection (a) of section 71/ of the 
Defense P ccalocian Act of 1950, as amended, is amended by striking out 
1952” and inse rting in lie u the reof ‘ “1953” 

b) Section 717 (a) of the De fense Production Act of 1950, as amer ded 
is amended to read as follow 8: 

“(a) Titles I, I, ITT. VI, and VII of this Act and all authority con- 
ferred the re unde r shall term inate at the close of of ine SO, 1958: and tities 
IV and V of this Act and all authority conferred thereunder shall ter- 
minate at the close of April 30, 1953.” 


9a. ; ; 
risdiction of all such actions 


} 


’ 


TITLE II—AMENDMENTS TO HOUSING AND RENT ACT OF 
1947, AS AMENDED 


SEc. 201. (a) Subsection (¢ of section of the Llousina and Rent 
Act of 1947, as amended, is am nded by striking out “June 30, 1952” 
and insertii q in lieu therecf “Apri . 30. 195 

b) Subsection (f) of section 204 of the Ho g and Rent Act of 194i 


as adine nded, 4 iS Ot nied to read as fol leo Ps: 
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“(f) (1) The provisions of this title shall cease to be in effect at the 
close of September 30, 1952, except that they shall cease to be in effect at 
the close of April 80, 1953— 

“(A) on any area which prior to or subsequent to September 30, 
1952, is certified under subsection (1) of section 204 of this Act as a 
critical defense housing area; 

“(B) in any incorporated city, town, or village which, at a time 
when maximum rents under this title are in effect therein, and prior 
to September 30, 1952, declares (by resolution of its governing body 
adopted for that purpose, or by popular referendum in accordance 
with local law) that a substantial shortage of housing accommodations 
exists which requires the continuance of federal rent control in such 
city, town, or village; and 

“(C) in any unincorporated locality in a defense. rental area in 
which one or more incorporated cities, towns, or villages constituting 
the major portion of the defense- rental area have made the declaration 
specified in subparagraph (B) at a time when maximum rents under 
this title were an effect in such unincorporated locality. 

(2) Any incorporated city, town, or village which makes the declara- 
tions specified in paragraph (1) (B) of this subsection shall notify the 
President in writing of such action promptly after it has been taken. 

“(3) Notwithstanding any provision of paragraph (1) of this subsec- 
tion, the provisions of this title shall cease to be in effect upon the date of a 
proclamation by the President or upon the date specified in a concurrent 
resolution by the two Houses of the Congress, declaring that the further 
continuance of the authority granted by this title is not necessary because 
of the existence of an emergency, whichever date is the earlier. 

(4) Notwithstanding any provision of paragraph (1) or (8) of this 
subsection, the provisions of this title and regulations, orders, and require- 
ments thereunder shall be treated as still remaining in force for the purpose 
of sustaining any proper suit or action with respect to any right or liability 
incurred oped to the termination date specified in such paragraph.” 

Sec. 202. Section 204 of the Housing and Rent Act of 1947, as amended, 
18 amended by adding at the end thereof the following new subsections: 

‘(p) Except in the case of action taken after full compliance with sub- 
section (k) of this section, the President shall not reestablish maximum 
rents in any defense-rental area, including any community owned and 
operated by the Federal Government, which has previously been decon- 
trolled under this Act until a public hearing, after thirty days’ notice, has 
been held in such area. 

‘“(q) Consistent with the other provisions of this Act, all affected 
age NCies, departments, and establishments of the Federal Government 
shall, by July 15, 1952, establish and administer rents and service charges 
for quarters supplied to Federal employees and members of the Uniformed 
Services furnished quarters on a rental basis in accordance with requla- 

tions promulgated by the Bureau of the Budget: Provided however, That 
the provisions of this subsection shall not apply to housing units under 
the jurisdiction of the Atomic Energy Commission where Federal Rent 
( ‘ontrol 7 is now in effect.’ 

Sec. 203. The Director of Defense Mobilization is hereby authorized to 
appoint a Defense Areas Advisory Committee to advise him in connection 
with the exercise of any function or authority vested in him by section 204 
(1) of the Housing and Rent Act of 1947, as amended, or section 101 of the 
Defe nse Housing and Community Facilities and Services Act of 19: 51, as 
amended, or by delegation thereunder, with respect to determining any area 


‘ec 
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to be a critical defense housing area. Any committee so appointed shall 
consist, in addition to a chairman, of representatives of the Department 
of Defense, the Housing and House Finance Agency, and the Office of 
Rent Stabilization. Any Federal Agency shall, to the fullest practicable 
extent, furnish such information in its possession to the Defense Areas 
Advisory Committee as such Committee may request from time to tir 
relevant to its operations. 


LE 


TITLE III—MISCELLANEOUS 
PUBLIC CONTRACTS 


Sec. 301. The Act entitled ‘‘An Act to provide conditions for the pur- 
chase of supplies and the making of contracts by the United States, and for 
other purposes’’, approved June 30, 1936 (41 U.S. C. 35-445), is amended 
(1) by redesiqnating sections 10 and 11 as sasitnice 11 and 12, respectively, 
and (2) by LNSe rting immediately following section Ga new section 10 as 
follows: 

“Sec. 10. (a) Notwithstanding any provist 10N of section 4 of the 

Administrative Procedure Act, such Act shall be applic ible in the admin- 
istration of sections 1 to 5 and 7 to 9 of this Act. 

‘(b) All wade determinations under section 1 (b) of this Act shall 
be made on the recor l after opportuni Y fo a hearing. Re DLE Ww of any 
such wage determination, or of the applicabil ity of any such wage 
nation, may be had w ithin ninety days after such det rmination is made 
in the manner provi led in section 10 of the a Iministrative Procedure 
Act by any person adversely affected or aggrieved ther eb Y, who shall be 
deemed to include any mar ufacturer of, or regular dealer in, materials, 
supplies, art Yor s OF eqr “ipme nt p' l rehasi / or to iY DuUre has d bay 


Gover tf cant cic J Ln egioa tole wan otataied Roe eae 
rvovernment from any Source, Who ws a yi STI? ( Ifi j 


de term a 


determination is appl cable. 
Notwith standing the inclusion ( f any in il 1707 reg uv ( 1h / 


] { 
GNY Provision of this Act in an y contract subjec tto this Act, a yin tereste 
pe rson shall have thes righ f of 7 Ll lie al ré ne > ¢ 1) Y ] gal q L@RT | ich 
might f therwise hy raised. ineludit q, haut notly “tod? wage detern nati 
and the i) te pre tati hi of thee te PINS ‘loe it e “TEQU ‘ar (ECL ? “ma L 
facturer’, and ‘open market’.” 
And the House agree to the same, a 
B ENT OPEN 
PauLt Brown 
W RIGH PATM 
ALBert Rains 
Jesse P. Wouicort 
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Burnet R. Maypany 
y. W. FuLsricui 
\ Wi Is RoI rSON, 


J. ALLEN FREAR, dr. 
Joon W. BrIcKER, 
Irnvinc M. Ives 

Mai agers on the Part of the Senate 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 2594) to amend and extend the Defense Production Act 
of 1950 and the Housing and Rent Act of 1947, and for other purposes, 
submit the following statement in explanation of the effect of the 
action agreed upon by the conferees and recommended in the accom- 
panying “conference report: 

The House amendment struck out all of the Senate bill after the 
enacting clause and inserted a substitute amendment. The conferees 
have agreed to a substitute for both the Senate bill and the House 
amendment. Except for technical, clarifying, and conforming 
changes, the following statement explains the differences between the 
House amendment and the substitute agreed to in conference. 


DEFENSE PRODUCTION ACT 
IMPORTATION AND USE OF MATERIALS 


Section 101 of the act authorizes the President to allocate materials 
and facilities to promote the national defense. The Senate bill 
included a provision which would amend section 101 so as to prohibit 
restrictions or other limitations under title I of the act upon a person 
purchasing a commodity abroad and importing and using it in the 
United States if the domestic production thereof exceeds allocations 
for defense, stockpiling, and foreign military assistance purposes. The 
ee would also prohibit all restrictions or other limitations under 
title I of the act if the domestic production of any commodity is suffi- 
cient for all civilian domestic, defense, stockpiling, and foreign military 
assistance requirements. ‘The Senate bill also contained a provision 
which would add a new section 105 to title I of the act. Under the 
authority of the new section the President could participate in the 
International Materials Conference through Senate-confirmed repre- 
sentatives and, notwithstanding anv other provision of title I to the 
contrary, after an appropriate public hearing and finding, could use 
his powers under the act to carry out International Materials Con- 
ference recommendations. ‘The President, subject to the provisions 
of the section and without other impairment of his authority under 
the act, could exercise allocation and priorities controls over materials 
both domestically produced and imported and facilities through the 
controlled materials plan or other methods of allocation. 

The House amendment provided for the adding of certain provisions 
to section 101 of the act. One of these would provide that when all 
requirements of the national defense, stockpiling and foreign military 
assistance programs had been met through allocations and priorities 
it would be the declared policy of the United States to encourage the 
maximum supp ly of raw materials tor the civilian economy and thus 
increase employment oer and minimize inflationary pres- 
sures. It further would be provided that no authority granted under 


i+ 
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the Act could be used to limit the domestic consumption of any 
material in order to restrict total United States consumption to an 
amount fixed by the International Materials Conference. 

The conference substitute retains the declaration of policy provision 
contained in the House amendment with respect to encouraging the 
maximum supply of raw materials for the civilian economy. In addi- 
tion it provides that no agreement shall be entered into by the United 
States limiting the total United States consumption of any material 
unless the agreement authorizes domestic consumers to purchase the 
unused quantities allocated to other countries. The conference sub- 
stitute also makes clear that allocations and priorities controls may be 
applied to materials (both domestically produced and imported) and 
facilities through the Controlled Materials Plan or other methods of 
allocation. With respect to domestic users purchasing materials 
allocated to another country but not used by that country, it is the 
intention of the committee of conference that adequate steps shall be 
taken by our Government in agreement with the government of such 
country in order that information concerning the amount of any 
unused allocation will be made available to domestic users as quickly 
as possible in order that such users may have the opportunity to pur- 
chase such quantities. 


IMPORT LIMITATIONS 


The House amendment contained a provision which would amend 
section 101 of the act in a manner which would require that when 
priorities or allocations of any raw material operate to limit the pro- 
duction of articles or products produced in the United States, the 
President by proclamation would have to limit imports of any article 
or product using such raw material upon the request of a substantial 
portion of American producers of such article or product or an article 
or product competitive therewith provided the Secretary of Defense 
has not certified to the President that American production of such 
article or product is insufficient to supply the essential — therefor. 
The import limitation for an article or product would be set at 100 
percent of the average annual imports of such aatice or product 
during the calendar years 1947 through 1949, except that, if the 
Secretary of Defense certifies that American production of such article 
or product is insufficient to supply essential needs, imports would be 
limited to such quantity as the Secretary of Defense ce ‘rtifie S$ as neces- 
sary, in excess of American production, to meet essential defense needs. 
Provision would be made for appropri ite hearings before the Tariff 
Commission and for reports by the Tariff Commission to the President. 
The President would be required to proclaim the appropriate import 
limitation within thirty days of his receipt of the report from the 
Tariff Commission. No similar provision was includ led in the Senate 
bill and it is not included in the conference sabotituie ; 


IMPORT CONTROLS OVER FATS AND OILS 


Section 104 of the Act prohibits imports of fats and oils, peanuts, 
butter, cheese and other dairy products, and rice and rice products 
which would (a) impair or reduce domestic production of any such 
commodity or product below present production levels, or below such 
higher levels as the Secretary of Agriculture may deem necessary in 
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view of domestic and international conditions, or (6) interfere with 
the orderly domestic storing and marketing of any such commodity 
or product, or (c) result in any unnecessary burden or expenditures 
under any Government price support program. 

The Senate bill rewrote section 104 so that it would provide that, 
for the purpose of exercising import controls over fats and oils, pea- 
nuts, butter, cheese and other dairy products, and rice and rice prod- 
ucts, the provisions with respect thereto of title III of the Second War 
Powers Act would be revived and continued in force. Under this 
authority such import controls could be exercised only if they are 
found (a) essential to the acquisition or distribution of products in 
world short supply, or (6) essential to the orderly liquidation of tem- 
porary surpluses of stocks owned or controlled by the Government. 

The House amendment, while retaining the criteria of existing law 
for the exercise of such import control authority, added provisions 
which (1) would specifically provide that such import controls could 
be exercised with respect to types and varieties of a commodity or 
product and (2) would authorize the Secretary of Agriculture to in- 
crease the import limitations established under section 104 up to an 
additional 10 percent for each type or variety which he might deem 
necessary, taking into consideration the broad effects on international 
relationships and trade. 

The conference substitute retains the provisions of the House amend- 
ment except that the figure of 15 percent is substituted for the figure 
of 10 percent in the proviso. 

The committee of conference desires to make it clear that this 
authority is not to be exercised with respect to types of cheeses, such 
as Roquefort and Switzerland Swiss, which, because of their United 
States selling price, are clearly not competitive with domestically 
produced cheeses. 


APPLICATION OF SECTION 402 (D) (4) 


The Senate bill contained a provision which was not included in the 
House Amendment which specifically would make the provisions of 
section 402 (d) (4) of the act (which provides for adjustment of price 
ceilings to reflect reasonable cost increases up to July 26, 1951) in- 
applicable to a seller of a material at retail or wholesale within the 
meaning of section 402 (k) of the act (which generally provides that 
price ceilings may not be imposed which deny distributors customary 
margins over costs). The conference substitute retains this provision 
of the Senate bill. 


CEILINGS ON PRODUCTS PROCESSED FROM AGRICULTURAL 
COMMODITIES 


The House amendment included a provision amending section 
402 (d) (3) of the act which would require that ceiling prices in any 
agricultural marketing area for products resulting from the processing 
of agricultural commodities, including livestock, milk, and other 
dairy products, reflect the cost adjustments provided for in section 
402 (d) (4) and the customary distributing and selling margin or 
charge over costs provided for in section 402 (k) of the act. The 
Senate bill did not contain a provision similarly amending section 
402 (d) (3) of the act. 
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The conference substitute retains this provision with modifications. 
The substitute language provides that any manufacturer or bape essor 
of an agricultural “commodity has the same right to an individual 
adjustme nt of his ceiling prices under the third section of section 
402 (d) (4) as does a manufacturer or processor of non-agricultural 
commodities. Wholesalers and retailers of processed agricultural 
commodities shall be afforded the same treatment under section 
402 (k) as other wholesalers and retailers of materials. 

The provisions of section 402 (k), in the case of distribution of 
processed agricultural commodites, apply on a marketing area basis in 
the case of a commodity like milk, which traditionally is priced on 
that basis. 

The provisions of the substitute are designed to make clear that 
under existing law that the provisions of section 402 (d) (4) are applica- 
ble to a processor of agricultural commodities and the provisions of 
section 402 (k) to wholesalers and retailers of processed agricultural 
commodities. 

While under section 402 (d) food processors are entitled to indi- 
vidual adjustments under section 402 (k) food distributors are not 
entitled to individual margins or charges. ‘This provision does not 
change the rights accruing under either section. It is merely designed 
to make it clear that food processors and distributors have the same 
rights as other processors and distributors. 


PRICE CONTROL AND RATIONING 


The House amendment contained a provision which would add a 
new paragraph (5) to section 402 (d) of the act. The new paragraph 
would require suspension of the price ceiling on any material as long 
as (1) the material is selling below the ceiling price and has so sold 
for a period of 3 months; or (2) the material is in adequate or surplus 
supply and has been so for a period of 3 months. For this purpose a 
material would be in adequate or surplus supply whenever it is not 
being allocated for civilian use, or in the case of an agricultural com- 
modity or product processed in whole or substantial part therefrom, 
is not being rationed at the retail level of consumer goods for house- 
hold and personal use, under title I of the act. The Senate bill did 
not contain a similar provision and neither does the conference 
substitute. 


PRICE CEILINGS FOR CERTAIN SALES TO ULTIMATE USERS 


The House amendment provided for the addition of a new paragraph 
(6) to section 402 (d) of the act. The new paragraph (6), effective as 
of the date of issuance of the General Price Ceiling Regulation, would 
provide that any sale of fertilizer to the ultimate user by a person 
who acquired it for resale would be considered a retail sale for the 
purpose of determining the applicable price ceiling under the General 
Price Ceiling Regulation. The Senate bill did not contain a similar 
provision. The conference substitute retains this provision of the 
House amendment, except that it takes effect upon enactment in- 
stead of as of January 26, 1951. 
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ENGINEERS, ARCHITECTS, ACCOUNTANTS 


The Senate bill contained a provision which would amend the 
exemption from wage controls in section 402 (e) (ii) of the act by 
adding to those compensations which are exempted the wages, salaries, 
and other compensation paid: to professional engineers employed in a 
professional capacity; to professional architects employed in a pro- 
fessional capacity by an architect or firm of architects engaged in the 
practice of that profession; and to certified public accountants licensed 
to practice as such, employed in a professional capacity by a certified 
public accountant or firm of such accountants engaged in the practice 
of that profession. The House amendment contained no similar 
provision. The conference substitute includes this provision of the 
Senate bill. 


EXEMPTION OF WAGES OF PUBLICATION AND INFORMATION 
ENTERPRISES 


The second part of section 402 (e) (iii) of the act presently exempts 
from price control rates charged by any person in the business of 
operating or publishing a newspaper, periodical, or magazine, or oper- 
ating a radio broadcasting or television station, a motion picture or 
other theater enterprise, or outdoor advertising facilities. The House 
amendment contained a provision which would broaden this para- 
graph to exempt from wage control, wages paid to employees engaged 
in such businesses. The Senate bill contained no similar provision. 
The conference substitute does not include this provision of the 
House amendment. 


EXEMPTION OF MARINE TERMINALS AND CERTAIN COMMON CARRIER 
CHARGES 


Paragraph (v) of section 402 (e) of the act exempts rates charged by 
any common carrier or other public utility from price control, ‘but in 
a proviso grants limited intervention rights to the President, or such 
agency as he may designate, in proce¢ edings for rate increases before 
appropriate 1 regulatory ‘bodies. 

The Senate bill contained a provision which would, declaratory of 
existing law, include rates charged by marine termins als in the exemp- 
tion in section 402 (e) (v). This change would be made by exempting 
“rates charged by any person subject to the Shipping Act, 1916 (Public 
Law 260, 64th Cong.), as amended.” The Senate provision would 
also, dec lar atory of existing law, include in the exemption of common 
carrier rates and charges (a) compensation for the use by others of a 
common carrier’s cars or other transportation equipment, charges for 
the use of washroom and toilet facilities in terminals and stations, 
charges for repairing cars or other transportation equipment owned 
by others, charges for the use of parking facilities operated by 
common carriers in connection with their common carrier operations; 
and (6) charges paid by common carriers for the performance of a ps rt 
of their transportation services to the public, including the use of cars 
or other transportation equipment owned by a person other than a 
common carrier, protective service against heat or cold to property 
transported or to be transported, and pickup and delivery and local 
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transfer services. The Senate bill would retain the limited interven- 
tion authority of the proviso referred to in the preceding paragraph. 

The House amendment contained a provision which would extend 
the exemption presently granted in 402 (e) (v) to include rates charged 
by marine terminals, and would have taken away the limited authority 
to intervene by deleting the proviso. 

The conference substitute retains the provision of the Senate bill 
except that (1) the statement that the exemption is declaratory of 
existing law has been deleted and (2) a further proviso is added to 
the paragraph which forbids the Office of Price Stabilization to inter- 
vene in any case involving increases in rates or charges propose d by 
any common carrier or other public utility except in accordance with 
the limited intervention right now granted in the first proviso of the 
paragraph. The exemptions provided for in this provision merely 
spell out the original intention of Congress as it is the understanding 
of the committee that the new matters covered in this exemption are 
generally subject to regulatory supervision. 


EXEMPTION OF STATE SALES 


The Senate bill made provision for the addition of a new paragraph 
(viii) to section 402 (e) of the act. The new paragraph would exempt 
from price controls rates, fees, and charges for materials or services 
supplied directly by the States, Territories, and possessions of the 
United States, and their political subdivisions and municipalities, 
the District of Columbia, and any agency of any of the foregoing. 
The House amendment provided for a more limited exemption in that 
it ran only to sales of surplus materials made by the above enumerated 
vovernmental units. The conference substitute retains the broader 
provisions of the Senate bill. 


CUSTOMARY DISTRIBUTOR MARGINS 


The Senate bill contained a provision which would rewrite the first 
sentence of section 402 (k) of the act so that it would be applicable to 
OPS regulations issued before as well as after that section was enacted 
last year. 

The House amendment contained provisions which would (1) make 
the subsection applicable to sellers of services as well as sellers of 
materials, (2) make clear that the subsection is applicable to sellers 
whether their customary margins over costs are calculated on a per- 
centage mark-up basis or on a dollars-and-cents basis, 3) make the 
subsection applicable on an individual basis only, and (4) forbid the 
maintenance in effect of rules, regulations, orders, or sauce aania 
thereto, whether issued before or after the enactment of the amend- 
ment, unless they meet the requirements of the subsection. This 
amendment of section 402 (k) would take effect 60 days after its 
enactment. 

The conference substitute retains the provisions of the House 
amendment except those contained in clauses | and 3 of the preceding 
paragraph, and the changes made by the conference amendment would 
take effect upon enactment instead of 60 days later. The language 
of the conference substitute is thus the same as the corresponding 
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provision of H. R. 8210, as reported by the House Banking and Cur- 
rency Committee. 

The Office of Price Stabilization, as a matter of discretion may use 
individual markups in fields where they are appropriate, a practice 
which it now follows in many of those regulations. However, under 
the conference substitute, the Office of Price Stabilization is not 
required by Jaw to use individual markups for any seller. 


STATE MINIMUM PRICES 


The Senate bill contained a provision which would add a new sub- 
section (1) to section 402 of the act under which no price ceiling for 
any material could be set in any State below the minimum sales price 
of such material fixed “by the State law (other than any so-called 
‘fair trade law’) or regulation now in effect.’”’ The House amendment 
contained a generally similar provision which, however, in place of the 
language included in the above quotation marks would substitute “by 
any State law other than any so-called fair-trade law enacted prior to 
July 1, 1952 or by regulation issued pursuant to such law.” The 
conference substitute retains the provision but in place of the quoted 
language above substitutes “by the State law (other than any so-called 
‘fair trade law’) now in effect, or by regulation issued pursuant to 
such law.”’ 

It was the intent of the conferees that this provision apply only to 
State minimum price laws which are presently enforced and in effect, 
and not to State minimum price laws which are not now enforced or 
which are dormant. 


MEAT PRICE CEILINGS OF AFFILIATED HOTEL SUPPLY HOUSES 


The House amendment contained a provision which would add a 
new subsection (m) to section 402 of the act. The new subsection 
would not permit the imposition of meat price ceilings for any hotel 
supply house or combination distributor which is affiliated with a 
slaughterer or slaughtering establishment, lower than those accorded 
hotel supply houses or combination distributors not so affiliated. The 
Senate bill did not contain a similar provision. ‘The conference sub- 
stitute retains the provisions of the House amendment, but further 
provides that the subsection applies to any wholesaler affiliated with a 
slaughterer or slaughtering establishment, whose affiliation does not 
amount to an interest or equity greater than 50 percent. 


CEILING ON AGRICULTURAL COMMODITIES AND MARGIN CONTROLS 


The Senate bill in section 110 would provide that notwithstanding 
any other provision of the act, whenever price ceilings are imposed on 
any agricultural commodity at the farm level, margin controls simul- 
taneously would have to be imposed on processors, wholesalers, and 
retailers allowing them normal markups as provided in the act but 
not greater than their normal margins of profit. No similar provision 
was contained in the House amendment. The conference substitute 
retains this provision of the Senate bill. 
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ESA DUTY TO COORDINATE 


The Senate bill contained a provision which would add a new sub- 
section to section 402 of the act. This subsection would make i 
express duty of the Economic Stabilization Agency, or any suce 


i IC ssor 

— wl } oak is ‘ ‘ 
agency, to coordinate the relationship between prices and wages, and 
to stabilize prices and wages. The House amendment contamed no 
similar provision. The conference substitute retains this provision 


of the Senate bill. 


ADMINISTRATION OF SALARY STABILIZATION 


The House amendment contained a provision which would amend 
section 403 of the Act through the addition of two new sentences. 
These would provide that notwithstanding the other provisions of the 
section, administration of salary stabilization for executive, adminis- 
trative, supervisory, and professional personnel would be under the 
jurisdiction of the Bureau of Internal Revenue under stabilization 
policies promulgated by the Economic Stabilization Administrator. 
The meaning of the above enumerated personne! classifications would 
be the same as defined in the Labor-Management Relations <Act, 
1947 and in existing regulations under the Fair Labor Standards Act. 
The Senate bill did not contain a similar provision. 

The conference substitute provides that stabilization of salaries 
and other compensation of persons employed as outside salesmen, in 
bona fide executive, administrative or professional capacities, or as 


supervisors shall be administered by the Salary Stabilization Board 
and the Oitlice of Salary Stabilization as presently established within 
the Economic Stabilization Agency or any successor agency subject 
to the supervision and direction of the Economic Stabilization Ad- 
ministration. 

SUSPENSION OF CEILINGS AND REPORTIN( 

The Senate bill contained a provision which would add a new 
section to title II] of the act. The new section would declare it to 
be a policy of the Congress that general control of wages and prices 
should be terminated as rapidly as possible onsistent with the 
policies and purpose of the act and that pending such termimation, 
controls over wages or prices should be suspended whenever p ssible, 
consistent with specifi d stabilization considerations, to avoid burden- 
some and unnecessary reporting and record keeping. Provision would 


be made to revoke any such suspension actions whenever it would be 
necessary to effectuate the purposes of the act. 

The House amendment also contained a provision which would add 
a new section to title [LV of the act. The new section would provide 
for relief from the burden of furnishing reports or other information to 
the OPS with respect to sales of materials or services at prices which 
are below the applicable ceiling prices if the seller certifies to the 
President that such sales were made at such prices. Thus a simple 
certification would replace a substantial volume of price reporting 
for sales made at prices which are below ceiling. The relief from the 
burden of furnishing reports would not, of course, deny the right of 
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investigation under section 705. Under this provision existing price 
ceilings would not be suspended and would remain in effect as a stop- 
ping ¢ point should prices of a commodity go back to the ceiling. 

The conference substitute contains both of these provisions which 
are added as new sections 411 and 412 of the act. 


LIMITATION ON NATURAL GAS EXEMPTION 


Section 704 of the act now provides that no rule, regulation, or order 
issued under the act which restricts the use of natural gas shall apply 
in any State in which a public regulatory agency has authority to 
restrict the use of natural gas and certifies to the Pre sident that it is 
exercising that authority to the extent necessary to accomplish the 
objectives of the act. The House amendment contained a provision 
which would qualify this exemption by requiring that in addition to 
meeting the other criteria, the public regulatory agency must make 
provision for natural gas for house heating to amputee veterans, other 
hardship cases, and totally disabled individuals. The Senate bill 
did not contain a similar provision. 

The conference substitute does not contain this provision of the 
House amendment. It is the opinion of the committee of conference, 
however, that State regulatory bodies should make appropriate pro- 
vision allowing for the use of natural gas for house heating for amputee 
veterans, totally disabled individuals, and other hardship cases. 


COMPETITIVE POSITION OF BUSINESS CONSIDERED IN ALLOCATING 
MATERIALS 


ore 701 (c) of the act provides in part that in allocating rmaterials 


a btad 


the President shall, amone other things, make available for business 


} ? 

: ne iS neat i ian ae oe setlatal based tape 
and ‘segment nereol a fair share of the available civillan supply 
based on the normal share received by such business during a repre- 
sentative period preceding June 24, 1950, and having due regard to the 


current competitive position of established business. The House 
amendment containe “la provision which would specifiy that the cur- 
rent competitive position of established business referred to in the 
subsection is the position during such representative period preceding 
June 24, 1950. The Senate bill did not contain a similar provision, 
and neither does the conference substitute. 


WAGE STABILIZATION BOARD 


Both the Senate bill and the House amendment provided for the 
addition of a new subsection (b) to section 403 of the act under which 
the present Wage Stabilization Board would be abolished and replaced 
with a new Wage Stabilization Board created in the Economic Stabili- 
zation Agency. ‘The new Board would be composed of members repre- 
sentative of the general public, labor, and business and industry. The 
number of members would be determined bv the President and all 
members would be appointed by the President. Public members 
would be paid $15,000 per year and could not engage in other employ- 
ment; other members would receive compensation for service of $50 
per day plus statutory allowances for necessary travel and subsistence 
expenses. The President would designate the Chairman and Vice 
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Chairman from among the public members. The Board would be 
under the supervision and direction of the Economic Stabilization 
Administrator and would recommend to him general policies and 
general reculations relating to prescribing maximum limits on wages, 
salaries, and other compensation. ‘The Board upon request of inter- 
ested parties would advise on interpretation and application of such 
policies and regulations promulgated by the Economic Stabilization 
Administrator. 

The Senate bill and the House amendment however, contained 


diiferen proposals with respect to composition of the Board, con- 
. . .- 1 . y wr 1 } 
firmation of its members, term of office of its members and duties 
} 2 
the Board. 

y 1 41 1 , 1 

Under the Senate bill the Board would be composed of an equal 
number OF members representimeg t! Du labor, and ry A 
management, while under the House : t th of pubi 

1 Yt ' } 1 ! 1 l } 

members would have to exceed th ae fate OT labor, and busmess 

as } 4 . } rry ‘ay ' 
and maustrv members ihe House amenan t would have provided 
e 1 4} 1 } | 
further that labor, and business and industr ld | qual rep- 
resentation on the Board and that among fabor members, at least o 
would have to de a person WRO 18S not a repres tative OF an Ore ai- 
ization atliliated ith either of tl two riaoor ¢ d 


Under the Senate bill appointment of all of the Board members 


would be subiect to Senate confirmation while under the House amend- 
ment appomtment of only the publie members would have to be so 
confirmed. 

Under the Senate bill the terms of office of the members of the 


Board would termmate on March 1, 1953, while under the Hous 


amenament such termination Gate woud be June 80 wD 


Under the Senate bill the Board, or a proportionate pane! of thi 
Board, could undertake to mediate and/or arbitrate wage, salary, and 
other compensation labor disputes if the Director of th Kederal 
Mediation and Conciliation Service certifies to the Administrator of 
the Economic Stabilization Agency that all remedies availa to tl 
Service have been exhausted, and (a) the parties themselves as thre 
Board to mediate and/or arbitrate, or (b) the President asks the 
Board to mediate and/or arbitrate and the parties consent. The 


House ame ndment did not provide similar limited disputes authorits 
for the Board and in fa ‘t specifically provided th aside irom 


advice on and interpretative duties with respeet to 1 lations issued 


by the Economic Stabilization Administrator covering wages, salaries 
and other compensation, the Board would have no jurisdiction with 
respect to anv labor dispute or with respect to any issue involved 
therein. lt Was further specifically proy ided that labor disput 5, SO 
far as governmental action is concerned, if dealt wit 
dealt with only in accordance with statutes which h 
or may be enacted by the Congress. 


+ ' t } 
at all Would be 


ave been enacted 


The conference substitute follows the provisions of the Senate bill 
with reference to the composition of the new Wage Stabil 
4 rd, hamely, that it would eonsist oft an equal number of memb s 
representing the public, labor, and business and tndustrv and Senat 


: : : ; : 

confirmation would be required tor. all members appointed to the 
sort T 4} — et, . ‘oa a +: i ] ‘TY? al 

Board. With respect to powers anne aqaucies oO Live Doard, ti ecou- 

: at ; ; ; 

ferenee substitute follows the provisions of the House ameadment ane 


} + oye - saa in 4 i + . eh ‘ , . > 
agaoes not grant any authority to mediate or arbitrate, and 1m addition 
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the term of office of the Board members would terminate on May 1 
1953. The conference substitute further provides that after June 27, 
1952, the present Wage Stabilization Board shall issue no regulation 
or order except with respect to individual cases pending before the 
Board prior to such date. 

The conference substitute is not intended to preclude the Board 
from, as at present, enforcing wage stabilization regulations and 
policies. 


CREDIT CONTROLS 


The Senate bill continued title VI of the act which provides 
authorities for the control of consumer and real estate credit. The 
House amendment included a provision repeaiing title VI of the act 
and amending section 708 of the act so that hereafter no voluntary 
program or agreement for the control of credit could be approved or 
carried out under that section. 

The conference substitute revokes the authority to impose consumer 
credit controls under the Defense Production Act (regulation W) and 
to approve or carry out any voluntary program or agreement for the 
control of credit. Provision is made, however, for continuing and 
limiting the authority of the President to exercise real estate con- 
struction credit control (regulation X and related programs in con- 
nection with government aided housing). Whenever for any con- 
secutive three months the annual rate of starts of permament, non- 
farm, family dwelling units falls below 1,200,000 units, the President 
is to publish in the Federal Register an announcement of the beginning 
of a period of residential credit control relaxation. Such period shall 
start by the first day of the second calendar month following the three 
consecutive months during which the annual rate of starts has dropped 
below 1,200,000. During the relaxation period, credit regulations 
cannot require more than a 5 percent down payment on the trans- 
action price of residential property subject to such regulations. The 
relaxation period may be ended by the President whenever the annual 
rate of starts for any three consecutive months exceeds 1,200,000. He 
then may impose credit controls within the limits of the authority 
granted him by title VI of the act, as amended, during periods which 
are not periods of residential credit control relaxation. The confer- 
ence substitute as to title VI is prospective in nature and the procedures 
prescribed therein begin to operate on the effective date of the Defense 
Production Act Amendments of 1952. 


REVIEW OF PRICE AND RENT ORDERS AND REGULATIONS 


Section 407 of the act now provides for a procedure whereby any 
person subject to a regulation or order relating to price controls may 
file a protest with the President objecting to the regulation or order. 
Section 408 of the act now provides for review of such regulations and 
orders in the Emergency Court of Appeals. 

The House amendment would amend section 407 so as to make 
available to persons subject to regulations and orders relating to rent 
controls the same protest procedure now available under section 407 
with respect to regulations and orders relating to price controls, and 
to provide for review of regulations and orders relating to rent con- 


trols by the Emergency Court of Appeals. In addition, the House 
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amendment would rewrite section 408 of the act so as to make se) 
changes with respect to review by the Emergeney Court of Appeals of 
regulations and orders relating to both price controls and rent con 
trols. The amendment would permit the court to “grant such ter 
porary relief or restraining order as it deems just and proper’; and 
would eliminate the existing provision forbid in. r the court to isst 
such temporary orders. The amendment would eliminate the existing 
provision as to the scope of review by the court and would provid 
instead, that “The findings of the President with respect to question: 
of fact, if supported by a preponderance of the evidence on the record 
shall be conc lusive.” The amendment also would eliminate the exist 
ing provision which stays for thirty days the effectiveness of 
court order e ee or setting aside a regulation or order. 

The Senate bill did not contain a similar provision. 

The conference substitute retains the provisions of the House 
amendment except for the following change. In lieu of “if supported 
by a preponderance of the evidence on the record’? the conference 
substitute provides “if supported by substantial evidence on the rec- 
ord considered as a whole’. This change was adopted to bring this 
provision into conformity with the provisions of section 10 (e) of the 
Administrative Procedure Act. 

In removing the provision which prohibits the court from granting 
temporary relief it is the intention of the committee of conference that 
the court grant such relief only in accordance with the applicabl 
principles of equity, and giving due consideration to the effect which 
such action would have upon the stabilization objectives of the act. 

With respect to removing the existing provision ——s sti 
30 days the effectiveness of any order of the court enjoining or setting 





aside regulations or orders, the nei of conference desires to 
emphasize the fact that it does not intend by this action to prevent the 
court from granting such stays of its orders as it deems desirable in 
order that the agency may make the required changes in the affected 
regulations or orders in order to conform to the judgment of the court 
It is the opinion of the committee of conference that the court should 
give due consideration to the granting of stays of its orders so that the 
agency concerned may have an opportunity to bring its regulations 
and orders in conformity to the judgment of the court. ‘The committee 
has full confidence that the court will use its authority to grant stays 
of the effectiveness of its orders where it is ne eessary to sive the wbeeneys 
time in which to correct its regulations or orders so that the objectives 
of this act can be achieved 


EXTENSION OF DEFENSE PRODUCTION ACT 


The Senate bill contained provisions which would extend titles I, 
II, 111, VI, and VII of the act to the close of June 30, 1953. The 
House amendment contained provisions which would extend all titles 
of the Act, except title VI, to the close of June 30. 1953. Title VI 
would be repealed. 

The conference substitute provides that titles [, 11, 111, VI, and VII 
of this act and all authority conferred thereunder shall terminate at 
the close of June 30, 1953; = titles IV and \ of this act and all 
authority conferred thereunder shall terminate at the close of AY 
1953 


ti On: 
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HOUSING AND RENT ACT 
EXTENSION OF THE ACT 


The Senate bill provided for the extension of the Housing and Rent 
Act of 1947, as amended, to February 28, 1953. The House amend- 
ment contained a provision amending section 204 (f) of the Housing 
and Rent Act of 1947, as amended. The amendment would extend 
that act to September 30, 1952, except that the act would continue 
in effect until the close of March 31, 1953, (a) in any area which prior 
to or subsequent to September 30, 1952, is certified under section 204 (1) 
of the act as a critical defense housing area and (b) in any incorporated 
city, town, or village where rent control is in effec t, and prior to Sep- 
tember 30, 1952, declares by resolution of its local governing body or 
by popular referendum that a substantial shortage of housing exists 
requiring continuance of Federal rent control in such locality. Rent 
control would be continued for a like period in any unincorporated 
locality in a defense-rental area in which one or more of the incor- 
porated localities, constituting the major portion of the defense rental 
area, retains rent control. The other provisions of section 204 (f) 
would be retained unchanged. Veteran preferences in the rental or 
purchase of new housing accommodations would be extended to June 

0, 1953. 

The conference substitute retains the provisions of the House 
amendment, except that the date April 30, 1953, is substituted for 
March 31, 1953, as the final termination date for rent control. Veter- 
ans preferences in the rental or purchase of new housing accommo- 
dations are likewise extended to April 30, 1953. 


RECONTROL IN DECONTROLLED DEFENSE-RENTAL AREAS 


The Senate bill contained a provision which would add a new sub- 
section (p) to section 204 of the act. Except in the case of local 
option recontrol under section 204 (k), the new subsection would 
prevent the recontrol of rents in a previously decontrolled defense- 
rental area, including any community owned and operated by the 
federal Government, until a public hearing, after thirty days’ notice, 
has been held in such area. The House amendment did not contain 
a similar provision. The conference substitute contains the Senate 
provision. 

CRITICAL DEFENSE HOUSING AREAS 


The present law in section 204 (1) contains three criteria for the 
certification of a critical defense housing area. These criteria are met 
if specified conditions as to defense installations, in-migration shortage 
of housing, and rents either exist, or are impending or threatening. 
The House amendment would provide that the criteria are met only if 
these conditions are actually in existence at the time. The Senate bill 
did not contaim a similar provision. 

The conference substitute does not contain the provisions of the 
House amendment. 
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WALSH-HEALEY ACT 


Section 301 of the Senate bill amends the Walsh-Healey Act by 
adding thereto a new section 10. 

Subsection (a) of section 10 makes the provisions of the Adminis- 
trative Procedure Act applicable to sections 1 to 5 and 7 to 9 of the 
Walsh-Healey Act. Section 4 of the Administrative Procedure Act 
now excepts matters relating to public contracts from the requirements 
of the act pertaining to rule making. ‘The effect of the amendment 
made by subsection (a) is to make rules (as defined tn the Administra- 
tive Procedure Act) which are promulgated by the Secretary of Labor 
in the administration of sections 1 to 5 and 7 to 9 of the Walsh-Healey 
Act subject to certain minimum procedural requirements applic able 
to agencies generally in exercising rule making powers. Such require- 
nents include (1 adeq uate notice of the proposed rule making with 
a clear statement of the terms or substance of the proposed rule, 

(2) opportunity for interested persons to participate in the proposed 
rule making by submission of views or arguments, and (3) the right 
of interested persons to petition for the issuance, amendment, or 
repeal of a rule. It is to be noted that compliance with the pro- 
cedural requirements of the Administrative Procedure Act is not 
required in the case of rules promulgated under section 6 of the 
Walsh-Healey Act. Section 6 provides statutory authority for the 
Secretary of Labor to make exceptions under certain conditions with 
respect to contracts which would otherwise be au to the provisions 
of the act. 

Subsection (b) of section 10 provides that all wage determinations 
by the Secretary of Labor under section 1 (b) of the Walsh-He — 

Act shall be m: ade on the record after opportunity for an a vency hea 
ing. ‘The effect of this language is to compel com pliane e by the Secre- 
tary of Labor with the requirements of sections 7 and 8 of the Adminis- 
trative Procedure Act (relating to hearings and decisions) as a pre- 
requisite to the making of a determination of the prevailing minimum 
wages inan industry. ‘The full force of the proced i safeguards con- 
tained in the Administrative Procedure Act is thereby brought into 
play imsofar as these controversial determinations are concerned. 
The subsection further assures the right to obtain judicial review of 
these determinations in the manner provided in section 10 of the 
Administrative Procedure Act by any person adversely affected or 
aggrieved thereby, who shall be deemed to include any manufacturer 
of, or regular dealer in, materials, supplies, articles, or equipment pur- 
chased or to be purchased by the Government from any source, who 
is in anv tidustry to which the wage determination is applicable. 
The language assuring judicial review makes it clear that the court 
may consider ihe applicabilityof the wage mssondeongcy ion to any person 
as well as the amount arrived at by the Secretary of Labor. Any such 
review may be s sought, however, only by a procee othe instituted within 
90 days after the determination is made. 

Subsection (c) of section 10 is designed to permit any Government 
contractor whose contract contains stipulations required by the Walsh- 
Healey Act to obtain a judicial determination in any appropriate 
proceeding of any legal question (including the applicability of the 
act) to the same extent as any such que stion could be raised if the 


stipulations were not contained in the contract. Without the lan- 
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guage contained in subsection (c) there would be some doubt as to 
whether any Government contractor who had signed a contract con- 
taining “Walsh-Healey stipulations” could later in any legal proceed- 
ing raise questions concerning (1) the applicability of the act to his 
particular contract, or (2) the legality of any such stipulation. Under 
subsection (c) the court and not the Secretary of Labor may ultimately 
decide whether, in respect to any particular Government contract, the 
Walsh-Healey Act is being properly applied. The House amendment 
did not contain a similar provision. The conference substitute 
contains the provisions of the Senate bill. 


ADDITIONAL COMMITTEE COMMENT 
GRADING AND GRADE MARKING OF MEAT AND MEAT PRODUCTS 


It is the understanding of the committee of conference that the 
proviso contained im section 10ia of the conference report does not 
grant any additional authority not now contained in the act but rather 
is designed to insure continuance of existing Office of Price Stabiliza- 
tion grading and grade marking of meat and meat products including 
the necessary requirements as to related records and record keeping. 


CERTAIN TECHNICAL VIOLATIONS 


The committee of conference has received several complaints con- 
cerning the general ceiling price regulation affecting lumber distribu- 
tors in southern areas with respect to which the committee believes 
relief must be afforded. The general ceiling price regulation was issued 
in January 1951 shortly after the general price freeze. The provisions 
of the regulation as it affected such distributors was ambiguous in 
many respects, and attempts were immediately made to bring this 
to the attention of the agency. However, a period of a year elapsed 
before a new regulation was issued correcting and clarifying the 
matters complained of. During this period it is the understanding 
of the committee there were some technical violations of the general 
ceiling price regulation of a nonwillful character. Such technical 
violations would not be violations of the order now in effect and but 
for the long period of time it took to issue the current order would 
probably never have occurred. It is not the intention of the com- 
mittee to condone willful violations of any price regulation or order 
in this instance or any other. But in view of the circumstances of 
these cases it is the opinion of the committee that there should be 
no prosecution of technical violations, which were nonwillful, and 
which would not constitute any violation of the order currently in 
effect. 


BRENT SPENCE, 

PauL Brown, 

Wricut PATMAN, 

ALBERT Rains, 

JessE P. Wotcortr, 

Rauepnu A. GamMBLeE, 
Manage rs on the Part of the House. 
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PROCEEDINGS AGAINST ARTHUR McPHAU!] 


June 30, 1952. —Ordered t printe 


Mir. Woop of Georgia, from the Committee on Un-American Activities, 
submitted the following 
> Dy 
REPORT 
CITING ARTHUR McPHAUL 


The Committee on Un-American Activities as created and author- 
ized by the House of Representatives through the enactment of Publ 


Law 601. section Pk subsection j 2) of the Seventy-ninth Conet SS, 
} T , ? . ’ — e 4 I adil ‘ } 4 . . 

and under House Resolution No. 7, of the Eighty-second Congress, 

caused to be issued a subpena to Arthur MePhaul. Said subpena 


required the said Arthur McPhaul to be and appear before the Com- 


4 yy ~ 4 4 f 4 7 P 2 y , ' f 
mittee on Un-American Activities of the Hou Ot hep es o! 
] T . . } . ° ] 7 rr? +} + 
the United States, o1 a duly authorized subcon tee thereoi, ¢ room 
— . ' 1 *) 3° 4 os ‘ I 1 ; : O- 
737. Federal Building, Detroit, Mich., on Tuesday, February 2 
at the hour of 10 a. m., to produce all records, correspondence, and 
7 ; aa 
memoranda pe rtaining to the organization of, The alluwation \ th other 
organizations, and all money received or expended by the Civil | hits 
Coneress, and then and there to testifv to matters of ine ‘vy com- 
mitted ¢ t} rid mrmit na { ] t xavatl ¢ las ] 
mitted to the said committee and not to cdepal WiLHOUL LCaye said 
committee. The subpena served upon Arthur MePhaul is forth 
; af ae 
in words and figures as follows: 
; : 
t i or } e ¢ ¢ } 3 ( 1 
State of Ame ti | 1t¢ : \i \ ( ) 
mon Art ic P} 252 } Paln 
be ; re the Committ » OT | n At 1\eCTICAT Act 
mittee thereof of the House of Representat ft Ur 1 States, of the 
Honorable John S. Wood is chairman, togethe i all 1 
and memoranda pertaining to the organization of, the affiliatior other 
organizations, and all moneys received or expended { ( | Rights Congres 
in room 737 Federal Building, Detroit, Mich., Tuesda | ruarv 26, 1952, ett'e 
hour of 10 a. m., then and there to testify toue! r matters of inquiry committ 
to said committee: and he is not to depart wv ( ‘ of sald com! ttes 





Herein fail not, and make return of this sun . 
Witness my hand and the seal of the House of P’ presentatives of the United 
States, at the city of Washington, this 13th day of Febuary, 1952 


Attest: 
[SEAL] ; RALPH R ROBER S, 
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The said subpena was duly served as appears by the return made 
thereon by Joseph L. Wisniewski, United States marshal, by Sam 
O’Connell, deputy. The return of the service by the said Sam 
O’Connell, endorsed thereon, is set forth as follows: 


Subpena for Arthur McPhaul before the committee on the 26th day of February 
1952: served Arthur McPhaul at Detroit, Mich., on the 18th day Fe bruary 1952» 
Joseryu L. WIsSNIEWSKI, 
United State s Marshal. 
By Sam O'CONNELL, Deputy 


In compliance with the said subpena, Arthur MePhaul appeared 
before a subcommittee of the said committee and the said subcom- 
mittee then and there demanded the production of said records, 
correspondence, and memoranda pertaining to the organization of, 
the affiliation with other organizations, and all moneys received 
expended by the Civil Rights Congress, and the said Arthur MePhaul 
refused to produce the said records and documents and refused to 
answer all questions relating thereto. The said Arthur MePhaul 
having appeared as a witness and having been asked questions 
namely: 


Mr. MePhaul, the committee has heretofore served upon vou a subpena duces 
tecum to produce certain records and documents. Are vou prepared to respond 
to that subpena? 

Are you prepared to produce the documents and papers that have been called 
upon for you to produce under the subpena? 

The question is as to whether or not you are refusing to produce the records 
directed to be produced under the subpena 

My question to you was not answered by that statement, in my judgment. 
My qu Stik yn Was whether or not vou are retusing to produce the records which 
you were directed to produce under this subpena 

I have asked you to produce the records. Now, will you produce them? 

Vhat type of work do you engage in? 

low were you employed in 1942? 

[ow were you employed between 1915 and 1950? 

Are you acquainted with a person by the name of Richard I. O’Hair? 

Were you at any time a member of the Midtown Club of the Communist Party? 

Were you at any time a member of the Ford unit, or any unit within Ford; that 
is, any unit ot the Cc ymmunis t Party? 

Did you hear him [Walter Scott Dunn] testify in regard to vou in any particular? 

Are you a member of the Civil Rights Congress? 

Do you know whether he [Williarn Patterson] is an official of the Civil Right 
Congress? 

What position does Mr. William Patterson hold in the Civi! Rights Congress 
if you know? 

Are you acquainted with Mary Bray? 

Were you acqu: ‘inted with Jack Raskin? 

To your knowledge, did he [Jack Raskin] ever hold a position with the Cit 
Rights Congress? 

Are you now a member of the Communist Party? 


il 


I 


which questions were pertinent to the subject under inquiry, refused 
to answer such —e, and as a result of the said Arthur MePhaul’s 
refusal to answer the aforesaid questions, your comm ittee was pre 
vented from receiving testimor lv 2 nd information concerning a matter 
committed to seid committee in accordance with the terms of the 
subpena served upon the said Arthur McPhaul. 

The record of the proceedings before the said subcommittee on 
February 27, 1952, during which the said Arthur MePhaul refused 
to produce the aforesaid records and documents pertinent to the 
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subject under inquiry, and refused to answer the aforesaid questions 
pertinent to the subject under mquiry, is set forth as follo 
Renpre ‘ ta Ve if l > Wo Lil nea \ 
Jacks ind Cha kK. Potter (Me 1. \ 
737, Federal B ii Ly i 27 52 
hearings were conducted by the said 
ness appearing before said be ttee oO i rovict 
Vir. “Pay Y | ill « 1 Art r | i 


iopena a Cu to pl i ria j 1 
prepared to 7 ity it YD a? 

\ 1 

waka Mae rT. Ja | iggest tina } ( 
tat r pICTUtl Nir ( ' 1 

Mr. Woov, Does Mr. MePhaul 7 | | 

Mr. McPuavi | 

Mr. Woop. I shrkaeia : 

\\ 1 t ) ) 
pi \\ Ia it i ! ) 
produce the do a cee at ee 
d ce unde! j ( >? 

Mr. McP \I \\ : ry 1 , 
W the } yn OF . | 
I claim Hh DY! t ! TY tT 

Mr. We 23 w of at al ( ‘ j 1 

1 1 
With the examination of Wilt ut. th , 

Mr. TavENNER. | tld e to ask t ‘ ' ' 
refusing to produce e dk ‘ a 1 fe 1 





Mr. TAVENNER. [ woul ke to! | ‘ re 
of it, and i roduce it The pe 1 ca tO ‘ - 
TAibte on U1 Ame Cal \c til I 
from the House of Representatives of the Unit Sta } the | a 
John S. Wood is chairman, together with all record rrespondence, m« 1 L, 
pertaining to the organizati of é \ and a 
monevs received or expended by the Civ Rig { i dake il 
Building, Detroit, Mich., Tuesday, February 26, 1952 

I desire o offer the s bpena in ¢ : ind a i ma \ ] i 
Exhibit No. 1.”’ 

Mr. Woop. It will be so marked and received 

(The document referred to was marked ‘‘ \iePha Exhibit No. 1 e i 


in evidence. 
Mr. Woop. In order to complete the record, Mr. MePhaul, is it in response to 
this subpena that has just been read that vou now decline, for reasons you 
have stated, to produce the documents and books and reeords therein called for? 
Mr. McPuatu. I have stated the reasons, for the record 
Mr. Woop. Is it in respon 
Mr. MePuaty.. That is my answer that | 
Mr. Woop. To this subpena? 
Mr. McePuavi. To that subpena; ves. 
Mr. Woop. Now, the question I will ask counse s, it is now 4:30 Do 





e to this subpena that vou ref to ar r? 


‘ \ ¥f A 
desire to proceed with the examination of this witness at this time? If so, I will 
administer the oath to him. 

Mr. TAvENNER. Yes; let us proceed. 
Mr. Woop. Will you please stan VOI Do y solemnly swear 
that the evidence that you give this er be the trut e whole 





truth, and nothing but the truth, so help you God? 
Mr. McPsratu, I do. 
Mr. Woop. Are you represented by counsel? 
Mr. McPratu. I am. 
Mr. Woop. Will you identify yourself for the record, Counsel}? 
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Mr. Crocxetr. My name is George W. Crockett, Jr., of the Michigan bar 
and the United States Supreme Court bar. My office is located in the Cadillac 
Tower Building in the city of Detroit. 

Mr. McPuaut. I have just handed each member of the committee a copy of 
a prepared statement. I also included a petition, We Charge Genocide, a crime 
of the Government against Negro people. That was presented to the United 
Nations a few weeks ago. 

Mr. Woop. The committee has it in hand and it will be given due consideration. 
Just confine yourselves here to the answering of the questions asked you and 
we will cet along. 

Mr. MePuavt. I just wanted to help by pointing out, if you will permit me 
to read certain tl 

Mr. Woop. If we desire that sort of assistance, we will call on you for it. 

Mr. TAVENNER. Will you state your full name, please? 

Mr. McPuavuu. Arthur MecPhaul. 

Mr. TAVENNER. Where were you born, Mr. McPhaul? 

Mr. McPuavt. There is some question about where I was born. You being 
from Virginia, sir, you know, no doubt, in most of the Southern States 

Mr. Woop. Will vou just answer the question? 

Mr. McPuavut. They just don’t bother to make birth certificates. 
Mr. Tavenner. No; I didn’t | 


lings 


lave one myself. 

Mr. Woop. Just give us your best understanding about it, if vou do not know 
definitely. Can you approximate it? I did not have one, but I f 
to the old family Bible and dug up one. 

Mr. TAvEeENNeER. I asked a question of one witness on an occasion of where 
she was born and she started back at Jamestown. I really only want to know 
for the purpose of the record what vour age is. 

Mr. McPuavt., I think I was born in Oklahoma. 

Mr. TAVENNER. When? 

Mr. McPuavct. 1909. 

Mr. TaAveENNER. Mr. McPhaul, vou were served with a subpena by Mr. Sam 
O’Connell, deputy United States marshal, to appear before the committee on the 
26th day of February 1952 and produce the records, correspondence, and memor- 


inally went back 


anda pertaining to the organization of and affiliation with other organizations 
and all moneys received and expended by the Civil Rights Congress, were you not? 
Mr. McPuavut. Yes; I was served with a subpena. 
Mr. TavENNER. Do I understand that vou refuse to produce any of the records 
directed to be produced under the subpena? 
Mr. McPuavt. I have answered that, Mr. Counsel. 
Mr. Woop. You did not answer it under oath, and I think perhaps vou will 
agree with me that it would be proper to do so under oath if vou are asked. 
Mr. McPua I will repeat the answer that I gave at the beginning. 
Mr. Woop. Will that answer stand as your answer to the question 
vou? 








Mr. McPuavut. Will you repeat the question? 

Mr. TAveENNER. The question is as to whether or not vou are refusing to 
produce the records directed to be produced under the subper 

Mr. McPuaut. My answer to that is, I refuse to answer this or any questions 
which deal with the possession or custody of the books and records called for in 
this subpena. I claim my privileges under the fifth amendment of the United 
States Constitution. 

Mr. TAVENNER. My question to you was not answered by that statement, in 
my judgment. My question was whether or not you are refusing to produce the 
records which you were directed to produce under this subpena? 

Mr. McPuaut. I have answered it in this statement. 

Mr. TavENNER. No, sir. You have stated that you refuse to answer any 
questions pertaining to them. I have not asked you a question that pertains to 
them. I have asked you to produce the records. Now, will you produce them? 

Mr. McPuaut. I will not. While he is conferencing, I wonder if the Kluxers 
of Georgia have ever been asked to produce their records. 

Mr. Woop. If it was pertinent to this inquiry, I could answer that question for 
you, sir, that they have been requested to do so and have done so. 

Mr. McPuaut. I would like to see the records, Mr. Chairman, of some of the 
proceedings from such an inquiry into the Ku Klux Kian of Georgia, especially. 

Mr. Woop. You are perfectly at liberty, sir, to come to the committee offices 
and view them. TI will say for the benefit of the witness, that in view of certain 
published statements that have been made in this city, which are intended, I be- 
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lieve, to reflect upon me, that I happen to be the first American official who ever 
prosecuted a Ku Klux Klansman in Georgia and convicted him and sentenced 
him to prison for outrages committed on people of both colors in my State. 

Mr. McPuaun. You did convict some for lynching. 

Mr. Woop. I convicted some for outrages and for vult with intent to murder, 
in the courts of my State. Perhaps that might alleviate so: f feeling of 
some of the people because of the fact I r fr t p Sout 

Mr. McPuHavu.. Have you said anything aga Governor Talmadge’s out- 
rageous statement against Negroes appearit sion? 

Mr. Woop. I have said many things against Governor 1 

Mr. McPuavt. I mean, for the record 

Mr. Woop. I have not been called upon to say anything 
Governor of Georgia is not an issue in t! nve 

Mr. McPuavu. Lynching is always an e as far as the Negro ri 
and I would like the record to show that Lama Ne 

Mr. Woop. If 4 would find one instance where Mr. Talmad 


with a lynching party or any other party designed deprive 
rights guaranteed under the Constitution, I ar ! at the proper 
the Government of the United States and the State f Georgia 


cognizance of that. 
Mr. McPuavt. I just came back from Florida and th lon’t do it i 
Mr. Woop. Let us not argue the questio anted ake 
servation that lid make because of s ten t on ! 
Mr. TAVENNER. Do vou presently live i: ( of De 
Mr. McPuHavt. 


( 
Mr. TAVENNER. How long have vé ved here 

Mr. McPuaut. Appr natelv 30 vear 

Mr. TAVENNER. WI! - prof 


Mr. McPuHat 

Mr. TAVENNER. lat type work you engas 

Mr. McPuavt. I am invoking my right under e fifth amendment and | 
refuse to answer the question. ; 

Mr. TaAvENNER. What has been your employme r a period of 
10 vears? 

Mr. McPuatt. What specifie part of the 10 

Mr. TaAvVENNER. Begin at the b 
you say you lived here 

Mr. McPra Approximately 30 ves 

Mr. TavENNER. I do not want to go back 30 v \ vou back 10 vear 
to 1942? 

Mr. McPuavt. Invoking the privileges grat inder the 








of the Constitution, I refuse to ansv 

Mr. Tavenner. How were you employed it x3 

Mr. McPuaur. Invoking the pr ( Cor tion, | 
answer the questio1 


Mir TAVENNER iow were \ 1emploved | 1 {5 
Mr. McPua Invoking the pri nde Cor tion, I re 
answer that estio 
Mr. 
regardins 
Nit 
questi 
Mr 
O’ Hair? 
Mr. McPuavcer. Invoking my privileges under the fifth amendment, | refuse t 
answer that questior 
Mr. TAVENNER. Were you present during the course of | te 
Mondav of this week? 
Ir. NicPuautr. Will vou repeat the q 
TAVENNER. Were vou presen in tl ce room when Mr. O’ Hair testified 
ondav of this week? 
Mr. McPuaut. No; I was not. 
Mr. TAvENNER. Mr. O’Hair identified vou es a member of t ( 
Party. Do you wish to deny or affirm that or explain it 
Mr. McPuau.. Will vou restate the question? 
Mr. TAVENN’ 8. Will vou (addressing official court reporter) read the question? 


(The question was read by the official court reporter 
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Mr. McPuaut. Invoking my rights under the Constitution, and the fifth 
amendment, I refuse to answer the question? 

Mr. Tavenner. Mr. O’Hair testified in this respect with 
Arthur MePhaul was a member of the Midtown Club of the Communist Party. 


+ 


Were you at any time a member of the Midtown Club of the Communist Party’ 
Mr. McPuauu. Invoking my rights under the fifth amendment, I refuse to 
answer the question. 
Mr. TAVENNER. Were vou at any time a member of the Ford unit or any unit 
within Ford, that is any unit of the Communist Par 
. 





Mr. McePrau.. Invoking my rights under t fifth amenement, I refuse to 
answer the question. 
Mr. TaveENNER. Were vou in this room during the testimony or esday, of 


Walter Seott Dunn? 
Mr. McPuHauw. You asked if I was in this courtroom on Tuesday? 
Mr. TavENNER. No. Rea 
(The question was read by the official court reporter. 
Mr. McPaaun. My subpena required that 
Mr. Woop, Never mind what your subpena required. You were asked 
whether vou were here at the time he testified. Tl ” 
you answer it? 
Mr. McPuavu. I was here in answer to the subpena. 
Mr. TAVENNER. Were vou in this room while he testified 
Mr. McPsatv.. I was in the room part of the time that he testified 
Mr. TavenNéerR. Did you hear him testify with regard to you in any particular? 
Mr. MePuavtu. Under the privilege granted me under the fifth amendment 
I refuse to answer that question. 
Mr. TAVENNER. Let me advise you that Mr. Dunn testifi 
mony he identified you as a pi 
munist Party. Was he truthfu 
Mr. McPuatvt. Invokii 
answer the question, 
Mr. TAVENNER. Are vou a member of the Civil Rights Congress? 
Mr. McPuavv. Invoking my rights under the Constitution and the fifth 


Lite iment, | refuse to answer the question. 


i the question (a Idressing offi 





hat is a simple question. Can’t 


and in his testi- 
‘rson known to him to be a member of the Com- 
lin that statement or not. 
ig my right under the fifth amendment, IT refuse to 


Mr. ‘TAVENNER. It is the committee’s information that Mr. William Patterson 
is the head of the Civil Rights Congress, or at least is a high official of the Civil 
Rights Congress. Have you discussed the matter of your testimony with Mr. 


William Patterson? 

Mr. McPuavt. Invoking my right under the fifth amendment, I refuse to 
answer the question. You asked me something—did you withdraw the question 
about Mr. Patterson being an official of the Civil Rights Congress? 

Mr. Tavenner. No. IT asked you the question that according to our informa- 
tion, he was a leader or an official of the Civil Rights Congress. Do you know 
Mr. Patterson? 

Mr. McPsHacu. Invoking my right under the fifth amendment, I refuse to 
answer the question. 

Mr. TavennER. Do you know whether he is an official? 

Mr. McPravu. According to the book, Genocide, he is editor of that petition. 
That also says it was published by the Civil Rights Congress. 

Mr. TAVENNER. Now, will you answer the question, please? 

Mr. McPuHauvt. I have given the members of the committee a copy. I will 
give you one if you like. 

Mr. TAVENNER. Will you answer the question? Ali I am asking is a very 
simple thing 

Mr. McPHaur, What was the question? 

Mr. Woop. Do you know him? 

Mr. McPuav.. I thought I answered. I thought that was an answer to that 
question. 

Mr. Woop. The question is, Do you know Mr. Patterson, the man whose name 
was given to you? 

Mr. McPuavt. I answered that. 

Mr. Tavenner. Mr. William Patterson. 

Mr. McPuav.. I answered that question, the record will show it. 

Mr. TAvVENNER. Do you know whether he is an official of the Civil Rights 
Congress? 

Mr. McPuavu. Invoking my privileges under the fift 
to answer the question. 


h amendment, I refuse 
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Mr TAVI NNER. Lo Vou know whether he has een here 


with witnesses who have been subpenaed to appear here? 
Mr. McPHav.L. Invoking my rights under the fifth amend 
tution, I refuse to answer the question. I take it for granted vi 
will know. If not, vou are getting good coon ration from the FBI 
Mr. TaAVENNER. What position does Mr. William Patterson 
tights Congress, if vou know? 
Mr. McPuact. Invoking my rights under the privileges of 
ment, I refuse to answer the question. 
Mr. TAVENNER. Do vou know whether or not Mr 
one of the top-ranking officials of the Internationa! Ls | n 
Mr. McPuavi. Invoking my rights under the fifth amendment 
tution, I refuse to answer that question. 
Mr. TAVENNER. Do you know whether at one time he wa 
Abraham Lincoln School in Chicago? 
Mr. NicPHat L. I refuse to answer the quest on for the san 
Mr. TAVENNER. Are you acquainted with Mary Bray? } 
Mr. McPuavu. I refuse to answer the question for the same 
Mir. TAVENNER. Were you acquainted with Jack Raskin at 
Mr M eP HAUL. I refuse to answer t] : 
TAVENNER. To your knowledge, did he ever hold the 
Civil ‘Rights Congress? 
Nir. MecPuact. I refuse to answer the question for the san 
Mr. TAVENNER. Are you now a member of the Comm 
Mr. McPuavut. I refuse to answer that question inve 
fifth amendment to the Constitution It is a trick aq 
ves, and then vou would convict him: and if he said no, vou pu 
the stand and say he is, so you are damned if vou do and damne 
Mr. TAVENNER. Let us see about that It is a very simple ¢ 
as to whether or not you are a member of the ¢ ommunist 
answered, as you say, either ves or no, but I fail to see where 











it. It is just as perfectly plain and normal a question as any 

Mr. MePuavuu. I know the record of this committe 

Mr. Jackson. And we know the record of the ( nist 

Mr. McPuavu. I know vour record, too, Mr. Jacksor 

Mr. Jackson. I hope vou meke the mest of it 

Mr. Woop. The question is, Will you answer the question? 

Mr. McePuavuc. I answered it. 

Mr. TAVENNER. From vour attitude and disposition of the 
that vou are not willing to answer any questions that this commit 
you regarding the activities of the Communist Party in this 


Detroit? 

Mr. MePuavcu. Under the fifth amendment of the Constit 
answer that t question. 

fr. TavENNER. I have no further questions 

Mr. Woop. Does the committee have any questions? 

Mr. J AC KSON No questions, 

Mr. Porrer No questions. 

Mr. Woop. Is there any reason why the witness should me 

Mr. TAVENNER. No 

Mr. McePuavu. There are no Negroes living Chebovgan, 

Mr. Porrer. Thev are invited anv time thev want to come 

Mr. McPHau.n. They cannot eat there. 

Mr. Po i. 





hey certainly can 

Mr. Woop Is there anv repson why the witness hould no 
Mr. TAVENNER. No. 

Mr Woop The witness iS EXCUS z 

The witness was excused 


» e ! 1 \ } 
Because of the refusal of the said Arthur MePha 
? 
said records, correspondence mnd memoranda ype 
m i +} {; +] } 
organization oi, the : my With other o1 IZALIO 


; re ' j ys 
moneys received or expended pb‘ the Civil Ri Nts 


tioned in the foregoing subpena, the Committee 
" : } } 4+} { 
Activities has Neen deprived OF the opypar iV tO 


I 
; yes ‘ 
and of the evidence contained therem which vour comn 
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releyant to the subject matter, which, under Public Law 601, section 
121, subsection (q) (2) of the Seventh-ninth Congress and under 
House Resolution 7 of the Eighty-second Congress, the said com- 
mittee was instructed to investigate; and because of the refusal of 
Arthur MecPhaul to answer the foregoing questions, the said Com 
mittee on Un-American Activities was deprived of answers to pertinent 
questions propounded to said Arthur MePhaul relevant to the subject 
matter, which, under Public Law 601, section 121 


mi, 





subsection (q) (2) 
of the Seventh-ninth Congress, and inder House Resoluti mm No. fe 
of the Eighty-second Congress, the said committee was instructed to 
investigate, and the refusal of the witness to answer questions, namely: 


Mr. \iePhaul, the committee has heretofore served upon you a subpena duces 


um to produce certain records and documents. Are you prepared to respond 
hat subpena? 

Are vou prepared to produce the documents and papers that have been called 
upon for vou to produce under the subpena? 

The question is as to whether or not you are refusing to produce the records 
directed to be produced under the subpena 

My question to you was not answered by that statement, in my judgment. 
My question was whether or not vou are refusing to produce the records which 
you were directed to produce under this sub] 

[ have asked vou to prod the records. Now, will you produce them? 

What type of work do vou engage in? ' 


How were vou employed l 

H yw were vou emploved bet veen 1945 ar d 1950? 

Are ou acquainted with a person by the name of Richard F. O’Hair? 

Were vou at any time a member of the Midtown Club of the Communist Party? 
Were vou at any time a member of the Ford unit, or any unit within Ford, that 


init of the Communist Party? 


ar him [Walter Scott Dunn] testify in regard to vou in any particular? 
\ 1 member of t Civil Rights ¢ { 
Do vo now whether he [William Patterson] is an official of the Civil Ri s 


What position does Mr. William Patterson hold in the Civil Rights Congress, if 


! 9 
nN . 
Ar O yuainted with Marv Bray? 
Wer yu acquainted Raski 
To r knowledge, did he [Jack Raskin] eve1 d a position Civil 
Rj Congress? 
Are you now @ member of the Communist Party? 


which questions were pertinent to the subject under inquiry and isa 
violation of the subpena under which the witness had previously 
appeared. The willful and deliberate refusal of Arthur McPhaul to 
produce the said records, correspondence, and memoranda pertaining 
to the organization of, the affiliation with other organizations, and 
all moneys received or expended by the Civil Rights Congress, and 
his refusal to answer the aforesaid questions, deprived your committee 
of necessary and pertinent testimony and places the said witness in 
contempt of the House of Representatives of the United States. 


“™ 
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Mr. W oop of Georgia, from the Committee on Un-American Activities, 


submitted the follow Ing 


REPORT 


The Committee on Un-American Activities, as created and author- 
ized by the House of Representatives through the enactment of Public 


Law 601, section 121, subseetion (qi (2), of the Seventy-ninth Con- 
cress and under House Resolution No. 7, of the Eightv-second 
Congress, caused to be mBsued a subpel 2 to 34a 1 Carre sta The Said 
subpena directed Saul Grrossmah io th vith to ay and appes peCiOore 

subcomnuttee of the Committe on Uy American Activit of th 
House of Representatives of the United States m its chambers in thy 
city of Washington, on April 29, 1952, and as executive secretary of 


the Michigan Committee for Protection of Foreign Bon o brine 
with him all records, correspondence, and memoranda pertaining to 
{he organization of the Ninehigan ¢ OinmMittee tor Frotection of Forel 


Born, the affiliation with other orgajuzations, membership records, 


| } ] \ } ‘ \T ly} ' riat 

and all moneys expended biidi Of Cel ( 1} hae ‘i chigan ( PITLGTLILLeCe 

, > . » ID : I> | ; } 1 ' } 
for Protection of For ivn born he subpenha served upon the said 
Saul Grossman is set forth in words and fi rures ¢ follows: 

31 ) io \ rie Ho 
it of A t i ) 

SA Gross ! KC ( 

Forei Bo to ypea 

{ \ t \ . I] } 

I e ton. Fra . \ 
Spor HRI i t 
ite it Prot r ft i 
ypbershiy oras i 4 oO 
( ¢ mmnitte for ’ } 
Wa { j re 9G, Old I ) ] ) 
( f f \ wid ! 
yA ( ( | 1 

faj l1 make ri «© 

Hou e ’ Rep ‘ t s = 

29th da f Ap Q52 

| + 
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The said subpena was duly served, as appears by the return made 
thereon by Donald T. Appell, investigator for the House Committee 
on Un-American Activities, a person duly authorized to serve the said 
subpena. The return of the service endorsed on the said subpena is 
set forth in words and figures as follows: 

Subpena for Saul Grossman before the Committee on Un-American Activities; 


served herein named in hearing room of House Committee on Un-American 
Activities at 11:20 a. m., April 29, 1952 


Donatp T. ApPELL, 
Investigator, Committee on Un-American Activities of the House of 
Representatives. 

Prior to the issuance of the said subpena, a subpena duces tecum 
was issued on the 5th day of March, 1952, requiring Saul Grossman, 
executive secretary of the Michigan Chapter of the American Com- 
mittee for the Protection of Foreign Born, to be and appear before 
the Committee on Un-American Activities, of the House of Repre- 
sentatives of the United States, or a duly authorized subcommittee 
thereof, at room 737 Federal Building, Detroit, Mich., on March 12, 
1952, at the hour of 10 a. m. and to bring with him all records, cor- 
respondence, and memoranda pertaining to the organization of, the 
affiliation with other organizations, membership records, and all 
moneys expended and/or received by the Detroit Chapter of the 
American Committee for the Protection of the Foreign Born, and 
then and there to testify touching matters of inquiry committed to 
said committee and not to depart es leave of said committee. 
The said subpena was served ‘2 W. J. Jones, an investigator for the 
Committee on Un-American Activ ee House of Representatives on 
the 5th dav of March, 1952, and said subpena was contmued and 
extended to the 26th day of March, 1952 

A subcommittee of the Committee on Un-American Activities met 
pursuant to call on the 12th dav of M: arc th, 1952, at 10 a. m. in room 
740, Federal Building, Detroit, Mich., Representative John S. Wood, 
chairman, ae and committee members Francis E. W alter, 
Donald L. Jackson, and Charles E. Potter being present. When the 
said Saul Grossman was called as a witness before said subcommittee 
Ernest Goodman, counsel for the said Saul Grossman, advised the 
committee that he had received a doctor’s certificate stating that the 
said Saul Grossman was in bed with the flu and would be confined to 
bed for the balance of the week. Upon examination of the doctor's 
certificate by the chairman, the said subpena duces tecum was con- 
tinued to the 26th day of March, at Washington, D.C. The said 
subpena was again extended to the 29th day of April, 1952, at Wash- 
ington, D.C 

On the 29th day of April, 1952, the Committee on Un-American 
Activities, under the authority heretofore set forth, caused to be 
issued a subpena duces tecum, requiring Saul Grossman to be and 
appear before a subcommittee of the Committee on Un-American 
Activities of the House of Representatives of the United States, in 
their chambers in the city of Washington, and as executive secretary 
of the Michigan Chapter of the American Committee for the Pro- 
tection of Foreign Born, to bring with him all records, correspondence, 
and memoranda pertaining to the organization of the American 
Committee for the Protection of the Foreign Born, the affiliation 
with other organizations, membership records, and all moneys 
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expended and/or received by the Detroit Chapter of the American 
Committee for the Protection of Foreign Born, on April 29, 1952, 
at 10:45 a. m., then and there to testify to matters of inquiry com- 
mitted to the said committee and not to depart without leave of 
said committee. The said subpena is set forth in words and figures 
as follows: 

By authority of the House of Representatives of the Congress of the Uni 
States of America to Donald T. Appell. You are hereby commanded to summ 
Saul Grossman, executive secretary of the Michigan Chapter of the American 
Committee for the Protection of Foreign Born, to be and appear br fore th 


e sub- 
committee of the Committee on Un-American Activities of the House of Repre- 
sentatives of the United States, of which the Hon. Francis E. W: alter i is chairman 


tegether with all records, correspondence, and me moranda pertaining to the 
organization of the American Committee for the Protection of the Foreign Born, 
the affiliation with other organizations, membership records, and all moneys 
expended and/or received by the Detroit Chapter of the American Committee for 
the Protection of Foreign Born, in their chamber in the city of Washington, 
room 226, Old House Office Building, on April 29, 1952, at the hour of 10:45 
a.m., then and there to testify touching matters of inquiry committed to said 
committee; and he is not to depart without leave of said committee. Herein 
fail not, and make return of this summons. Witness my hand and the seal of 
the House of Representatives of the United States, at the city of Washington, 
this 29th day of April, 1952 


Francis E. WaAtLrer, 


Acting Chairman. 
Attest: 


[SEAL] Raueu R. Ropers, 
Clerk, United States House of Representatives. 

The said subpena was duly served, as appears by the return made 
thereon by Donald T. Appell, investigator for the House Committee on 
Un-American Activities, a person duly authorized to serve the said 
subpena. The return of the service endorsed on the said subpena is 
set forth in words and figures as follows: 

Subpena for Saul Grossman before the Committee on Un-American Activities; 
served the herein named at 10:40 a. m., in room 226, Old House Office Building 

Donautp T. APPELL, 
Investigator, Committee on Un-American Activities 
of the louse of Representatives. 

In compliance with the said subpena issued on the 5th day of March 
1952, and extended to the 26th day of March 1952, and again extended 
to the 29th day of April 1952, as aforesaid, and the said subpena issued 
on the 29th day of April 1952, requiring the appearance of the witness 
at 10:45 a. m. in the committee chambers, Saul Grossman appeared 
before the said committee, and your committee then and_ there 
demanded the production of all records, icuisiaennidiase: and memo- 
randa pertaining to the organization of the American Committee for 
the Protection of the Foreign Born, the affiliation with other organiza- 
tions, membership records, and all moneys expended and/or received 
by the Detroit chapter of the American Committee for the Pro- 
tection of Foreign Born, and the said Saul Grossman refused to 
produce the said records and documents, and refused to answer all 
questions relating thereto, the said Saul Grossman having appeared 
as a witness and having been asked questions, namely: 


Why haven’t you produced them [records and documents] in accordance 
with the demands of the subpena? 

Are vou the executive secretary of the Michigan Committee for Protection of 
Foreign Born? 
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Are you acquainted with an organization known as the Michigan Committee 
for Protection of Foreign Born? 

Do you know whether the Michigan Committee for Protection of Foreign Born 
is a part of the American Committee for Protection of Foreign Born? 


which questions were pertinent to the subject under inquiry, refused 
to answer such questions; and as a result of the said Saul Grossman’s 
refusal to answer the aforesaid questions and produce the aforesaid 
records and documents, your committee was prevented from receiving 
testimony and information concerning a matter committed to said 
committee in accordance with the terms of the subpena served upon 
said Saul Grossman. 

The record of the proceedings before the committee on April 29, 
1952, during which the said Saul Grossman refused to produce the 
said records and documents pertinent to the subject under inquiry, 
and during which the said Saul Grossman refused to answer the 
aforesaid questions, pertinent to the subject under inquiry is set 
forth as follows: 


(A subcommittee of the Committee on Un-American Activities of the United 
States House of Representatives, consisting of Hon. Francis E. Walter, chairman, 
Hon. James B. Frazier, Jr., Hon. Bernard W. Kearney, and Hon. Donald L. 
Jackson (Hon. James B. Frazier, Jr., being absent), met in the chamber of the. 
Committee on Un-American Activities in room 226, Old House Office Building, 
Washington, D. C., on April 29, 1952, at 10:40 a. m.) 

Mr. Wa.ttTeER. The committee will come to order. 

The chairman of the committee has appointed a subcommittee consisting of 
Messrs. Frazier, Kearney, Jackson, and Walter, to conduct this hearing, <A 
majority of that subcommittee is present. 

Proceed, Mr. Tavenner. 

Mr. TAVENNER. I would like to call Mr. Grossman, please; Mr. Saul Grossman. 

Mr. Wa trter. Mr. Grossman, will vou raise your right hand? 

Do you swear the testimony you are about to give will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. GrossMan. I do. 

Mr. Water. Mr. Grossman, are you represented by counsel? 


Testimony OF SAuL GrossMAN, ACCOMPANIED BY His CounsEL, Davip REIN 


Mr. GrossMan. Yes, I am, 

Mr. Water. Will the counsel please state his name and address for the 
record? 

Mr. Rein. David Rein, R-e-i-n, 711 Fourteenth Street, NW., Washington, 
BPA. 

Mr. TAvVENNER. Will vou state your full name, please, sir? 

Mr. GrossMAn. My name is Saul Grossman. 

Mr. TAvVENNER. Mr. Grossman, you have been subpenaed here in your official 
capacity as executive secretary of the Michigan chapter of the American Com- 
mittee for the Protection of Foreign Born, to produce certain records called for 
in the subpena duces tecum., 

I would like at this point to offer in evidence the subpena, bearing date of 
March 5, 1952, subpenaing Saul Grossman, executive secretary of the Michigan 
chapter of the American Committee for Protection of Foreign Born, which was 
served on March 5, 1952, by Mr. W. L. Jones, investigator of the Committee on 
Un-American Activities, and I ask that it be marked “Exhibit No. 1.” 

Mr. Water. Without objection, it will be so marked and received. 

(The subpena referred to was marked “Grossman Exhibit No. 1” and made a 
part of the record.) 

Mr. Tavenner. That is Grossman exhibit No. 1. 

That subpena was for production of the records at the hearing then being 
conducted in Detroit. 

I desire also to introduce in evidence copy of a telegram from the chairman to 
Mr. Ernest Goodman. But before that I desire to refer to a direction given by 
the chairman of the Committee on Un-American Activities during the last day 
of the hearings in Detroit, March 12, 1952, in the following language: 
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‘In the meantime all witnesses who had been subpenaed to appear he hefor 
this committee during this week are directed that the subpenas are hereby con- 
tinued effective until March 26, at which time vou will be given « tif 
cation as to whether the committee will be back here or whether ve ‘ } 
required to come to Washington. That includes a ness re} 


subpenaed here before this committee,” 

And now I would like to introduce in evidence and have marke is Gy I 
exhibit No. 2, a telegram from the chairman of this committee, bea 
March 21, as follows: 

“Mr. Ernest GOODMAN, 
**Altorney at Law, Cadillac Tower B dina, Dy it. M 

‘Appearance before Committee on Un-American Activities 
Harold Franklin and Saul Grossman is hereby pe: ‘ d from Mar 26. 1952 
to Tuesday, April 29, 1952, 226 House Office Buil r Was yton, D. ( 10:30 
a.m. Please confirm by colleet return wire. 

Then this morning on your arrival here, Mr. Grossman, you were ser 
a subpena requiring the production of the same records and documents bef 
the committee here in Washington Is that correct? 

Mr. GrossMAN. | was served with a subpena this morning as I was in the ante- 
room of this committee. 

Mr. TAVENNER. I desire to offer in evidence the subpena refe 
served by Mr. Donald T. Appell, investi: F tl 
be marked “Grossman Exhibit No. 3.” 

Mr. WautrerR. The documents referred to may be so marked and made of 
record, 

(The documents referred to were marked “Grossman Exhibits Nos. 2 and 3 
and made a part of the record. 

Mr. TAVENNER. Now, Mr. Grossman, have vou with you the reeords and 
documents deseribed in the subpena duces tecum? 

Mr. Grossman. No; I do not. 

Mr. TAVENNER. Why haven’t you produced them in accordance with the 
demands of the subpens? 

Mr. Grossman. I decline to answer that question, invoking mv privileges under 
the fifth amendment against self-incriminatior 

Mr. TAVENNER. You are the executive secretary of the Michigan chapter of 
the American Committee for Protection of Foreign Born, are vou not 

Mr. GrossMan. I know of no such organizati 

Mr. TAVENNER. Then if vou know of no such organization, how eould prod 








tion of the records of such an organization or your testifving regarding it in any 
Way incriminate you? 
NI ; ¢ 


fers with his counsel 
Mr. Grossman. I will stick to my previous answer to that ques 
Mr. Water. I did not hear that last stat 
Mr. TAVENNER. You sav you are not acquainted with anv organization know 
as the Michigan Chapter of the American Committee for Protection of Fore 


Sorn? 


ir, GFROSSMAN CON 





Nir. (JROSSMAN. Tha is eorrect 
Mr. Waiter. Do vou know whether or not there is such an organizat 
Mr. Grossman. To my knowledge there is not 


Mr. Warrer. There is not? 





\ir. GROsSMA That is corres 

Mr. Wattrer. Then as I understand the position vou ta it you are 
afraid that vou might incriminate yourself by answering the question whether 
or not vou brought reeords of a nonexistent organization ; 

\Ir. (QROSSMAN. | stick to mv previous answer, ir. ( hairmat 

Mr. TAVENNER. Are vou the executive secretary of the } gr ( 
Pr tection of Foreign Born? 

Mr. Grossman. I decline to answer that question on the same grounds 7 


viously stated. 
Mr. TAVENNER. Are you acquainted with an organization kn 


Miehi an Comm ee for Protection of Forei I Bor 

Mr. Grossman. I decline to answer that question on the same grou 

Nir. TAVENNE! Io vou know whether the Michigan Committee for | 
of Foreign Born is a part of the American Committee for Protection of Foreign 
Born? 

Mr. Grossman. I decline to answer that question on the sa 2 
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Mr. TAVENNER. Mr. Chairman, I request that the witness be requested to stand 
aside for the present, so that we may go ahead with another witness. We will 
reeall him 

(Whereupon, at 11:05 a. m., the witness, Saul Grossman, was temporarily 
excused, 

Because of the refusal of the said Saul Grossman to produce the 
said records, correspondence, and memoranda pertaining to the organ- 
ization of the American Committee for the Protection of the Foreign 
Born, the affiliation with other organizations, membership records, 
and all moneys expended and/or received by the Detroit Chapter of 
the American Committee for the Protection of Foreign Born, men- 
tioned in the foregoing subpena, the Committee on Un-American 
Activities has been deprived of the opportunity to inspect the same 
and the evidence contained therein which your committee considered 
relevant to the subject matter, which, under Public Law 601, section 
121, subsection (q) (2) of the Seventy-ninth Congress, and under 
House Resolution No. 7 of the Eighty-second Congress, the said 
committee was instructed to investigate; and because of the refusal of 
Saul Grossman to answer the foregoing questions, the said Committee 
on Un-American Activities was deprived of answers to pertinent 
questions propounded to the said Saul Grossman relative to the sub- 
ject matter, which, under Publie Law 601, section 121, subsection (q) 
(2) of the Seventy-ninth Congress, and under House Resolution No. 7 
of the Eighty-second Congress, the said committee was instructed to 
investigate, and the refusal of the witness to answer questions, 
namely: 

Why haven’t vou produced them [records and documents] in accordance with 
the demands of the subpena? 

\re you the executive secretary of the Michigan Committee for Protection of 
Foreign Born? 

(re vou acquainted with an organization known as the Michigan Committee 
for Protection of Foreign Born? 

Do vou know whether the Michigan Committee for Protection of Foreign 
jorn is a part of the American Committee for Protection of Foreign Born? 
which questions were pertinent to the subject under inquiry, is a 
violation of the subpena under which the witness had previously 
appeared. The willful and deliberate refusal of Saul Grossman to 
produce the said records and documents as called for in the subpena, 
and his refusal to answer the aforesaid questions, deprived your com- 
mittee of necessary and pertinent testimony and places the said 
witness in contempt of the House of Representatives of the United 
States. 

After the said witness, Saul Grossman, was temporarily excused 
from the witness stand, he was served with the “forthwith” subpena 
as described in the first paragraph of this report. In compliance with 
the said “forthwith” subpena, Saul Grossman appeared before the 
said subcommittee at 11:45 a. m., and your committee then and there 
demanded the production of the said records, correspondence, and 
memoranda pertaining to the organization of the Michigan Com- 
mittee for Protection of Foreign Born, the affiliation with other or- 
ganizations, membership records, and all moneys expended and/or 
received by the Michigan Committee for Protection of Foreign Born, 
described in the said “forthwith” subpena; and the said Saul Gross- 
man refused to produce the said records and documents and refused 
to answer all questions relating thereto. The said Saul Grossman, 
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having appeared as a witness and having been asked questions, 
namely: 


Whv do vou not have them [ihe reeords ealled for in the subpenal? 


You have been subpenaed in your official capacity to produce those reeords 

You are the executive secretary of the Michigan Committee for protec n of 
Foreign Born, are vou not? 

I asked vou whether or not you refuse to produce the records called for in the 
subpena Because I am demanding the production of 

\Ir. Chairman, I request that he be directed to produce t records 

Yes: the acting chairman direets that the witness produce the records of t] 
Michigan Committee for Protection of Foreign Born deseri} t | i 
duces teeum. 

Where are the reeords of this committee? 

Am I right in assuming that there are records? 

Well, how about the question asked you by counsel? Do vou decline to pro- 


duce the reeords? 

That is not what I asked you, and the question calls for a simple answer, “‘ Y« 
or**No,” 
which questions were pertinent to the subject under inquiry, refused to 
answer such questions; and as a result of the said Saul Grossman’s 
refusal to answer the aforesaid questions and produce the said records 
and documents described in the said forthwith subpena, your com- 
mittee was prevented from receiving testimony and information con- 
cerning a matter committed to said committee in accordance with the 
terms of the subpena served upon said Saul Grossman. 

The record of the proceedings before the committee, on April 29, 
1952, at 11:45 a. m. during which the said Saul Grossman refused to 
produce all records, correspondence, and memoranda pertaining to the 
organization of the Michigan Committee for the Protection of the 
Foreign Born, the affiliation with other organizations, membership 
records, and all moneys expended and/or received by the Michigan 
Committee for the Protection of Foreign Born, pertinent to the subject 
under inquiry, and during which the said Saul Grossman refused to 
answer the aforesaid questions, pertinent to the subject under inquiry, 
is set forth as follows: 

(A subcommittee of the Committee on Un-American Activities, 
consisting of Hon. Francis E. Walter, chairman, Hon. James B. 
Frazier, Hon. Bernard W. Kearney, and Hon. Donald L. Jackson 
(Hon. James B. Frazier being absent), meeting in the chambers of the 
Committee on Un-American Activities on April 29, 1952, at 11:45 
a. m., continued its interrogation of the witness, Saul Grossman, who 
had been temporarily excused at 11:05 a. m., on the same day, Francis 
E. Walter, presiding.) 

Mr. Watrer. Who is your next witness, Mr. Tavenner? 


Mr. TaAvVENNER. I would like, to recall Mr. Grossman. Mr. Seul Gr a 
Mr. Watrer. The witness has been sworn, 

The witness is represented by the same counsel, 

Mr. TAVENNER. You are Mr. Saul Grossman? 

Testimony oF Sautt Grossman, ACCOMPANIED BY His CounsEeL. DAvi 


Remin—Resumed 
Mr. Grossman. Yes; I am. 


Mr. TaveENNER, You are the same person who appeared a few ( 
as a witness before the committee and was excused temporarily? 

Mr. Grossman. More than a few moments, but I am the same pers 

Mr. TAVENNER. Since vou were excused temporarily from vour position as a 
witness before the committee, there has been served on vou a forthwitl bpena 


duces tecum, on vou in your Official capacity as executive secretary of the M 
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igan Committee for Protection of Foreign Born, to produce certain records before 
this committee. 

I desire to offer in evidence the subpena, which was served by Donald T. 
Appell, an investigator of this committee, and have it marked ‘‘Grossman exhibit 
No. 4.” 

Mr. Water. It will be so marked, and without objection it is received 

The subpena referred to was marked ‘‘Grossman exhibit No. 4,” and made a 
part of the record.) 

Mr. TaveENNER. I desire to ask whether you have with vou the records called 
for in the subpena, 

Mr. Grossman. I do not. 

Mr. TAVENNER. Why do vou not have them‘ 


Mr. Grossman. I decline to answer that question, on the grounds that my 
answer may incriminate me. 

Mr. TAvVENNER. You have been subpenaed in your official capaci 
those reeords. You are the executive secretary of the Michigan 





Protection of Foreign Born, are vou not? 

Mr. Grossman. I decline to answer that question, on the same grounds, 

Mr. TavenNneER. Do I understand that you are refusing to produce any records 
of that office? 

Mr. Grossman. You do not. 

Mr. TavENNER. What is that? 

Mr. Grossman. You do not. 

Mr. TAVENNER. What is your position? 

Mr. GrossMANn. You ask a question, and I will answer it. 

Mr. TAvENNER. I asked vou whether or not vou refuse to produce the records 
called forin the subpena. Because I am demanding the production of them. 

Mr. Grossman. I decline to answer that question, on the grounds previously 
stated. 

Mr. TAvVENNER. Mr. Chairman, I request that he be directed to produce the 
records. 

Mr. Water. Yes; the acting chairman directs that the witness produce the 
records of the Michigan Committee for Protection of Foreign Born describedin 
the subpena duces tecum. 

Mr. Grossman. I decline to answer that question, on the grounds previously 
stated. 

Mr. Water. Do you decline to produce the records? 

Mr. Grossman. I do not have any records with me. 

Mr. Watrer. Where are the records of this committee? 

Mr. GrossMan. I decline to answer that question, on the grounds previously 
stated. 

Mr. Water. Am I right in assuming that there are records? 

Mr. GrossMAN. I decline to answer that question, sir. 

Mr. Kearney. Well, how about the question asked you by counsel? Do you 
decline to produce the records? 

Mr. GrossMan. I do not have any records with me. 

Mr. Kearney. That is not what I asked vou, and the question calls for a 
simple answer, ‘‘Yes’’ or ‘‘No.” 

Mr. Grossman. I decline to answer that question, on the grounds previously 
stated. 

Mr. Kearney. I did not hear that. 

Mr. Grossman. I decline to answer the question, on the grounds previously 
stated. 

Mr. TAVENNER. I have no further questions, M 

Mr. Watrer. Any questions, Mr. Kearney or \ 

The witness may be excused. 

The committee will recess, subject to call. 

Whereupon, at 11:55 a. m., Tuesday, April 29, 1952, the hearing was recessed, 
subject to the call of the Chair. 


r. Chairman. 
Ir. Jackson? 


Because of the refusal of the said Saul Grossman to produce all 
records, correspondence, and memoranda pertaining to the organiza- 
tion of the Michigan Committee for the Protection of the Foreign 
3orn, the affiliation with other organizations, membership records, 
and all moneys expended and/or received by the Michigan Committee 
for the Protection of Foreign Born, mentioned in the “forthwith” 
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subpena, described in the first paragraph of this report, the Committee 
on Un-American Activities has been deprived of the opportunity to 
inspect the same and of the evidence contained therein, which your 
committee considers relevant to the subject matter, which, under 
Public Law 601, section 121, subsection (q) (2) of the Seventy-ninth 
Congress and under Hous: Resolution No. 7 of the Eighty-second 
Congress, the said committee was instructed to investigate; and 
because of the refusal of Saul Grossman to answer the foregoing 
questions, the said: Committee on Un-American Activities was de- 
prived of answers to pertinent questions propounded to the said 
Saul Grossman relevant to the subject matter, which, under Public 
Law 601, section 121, subsection (q) (2) of the Seventy-ninth Con- 
gress, and House Resolution No. 7 of the Eighty-second Congress, the 
said committee was instructed to investigate, and the refusal of the 
witness to answer questions, namely: 


W hy do vou not have them [the records called for it 


19 
it 


he subpena 
to produce those record 
You are the executive secretary of the Michigan Committee for Protection of 
Foreign Born, are vou not? 


You have been subpenaed in your official capacity 


I asked vou whe the r or not you refuse to prod ice the re cords called for In th 
subpena. Because lam demanding the production of them 

Mr. Chairman, I request that he be directed to produce the records. 

Yes; the acting chairman directs that the witness produce the records of the 
Michigan Committee for Protection of Foreign Born described 
duces tecum, 

Where are the records of this committee? 

Am [right in assuming that there are records? 

Well, how about the question asked vou by counsel? 
the records? 


in the subpe ha 


Do vou decline to produce 


That is not what I asked you, and the question calls for a simple answer, ‘‘Yes’’ 
or ‘‘No.”’ 
which questions were pertinent to the subject under inquiry, is & 
violation of the subpena under which the witness had previously 
appeared. The willful and deliberate refusal of Saul Grossman to 
produce the said records and documents as called for in the subpena, 
and his refusal to answer the aforesaid questions, deprived your com- 
mittee of necessary and pertinent testimony and places the said witness 
in contempt of the House of Representatives of the United States. 
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LAND CONVEYANCE AT CAMDEN, N 


JUNE x0) 1952 (Committed t t he ( 


Mr PRIEST, trom the (‘ommittee on Interstate and Koreion 


merce, submitted the following 


REPORT 
To accompa! H. R 


The Committee on Interstate and Foreign (‘ommerce, to whom was 
referred to bill (H R. 5954) to provide for the release to the itv oO} 
Camden of all the right, title, and interest of the United States u 
to certain land heretofore conditionally grantes ! 
considered the same report favorably thereon without amendmet 
and recommend that the bill do pass 


The Sect \ ( 


Hon. RoBERT CROSSER 
Chairman. Committee on Interstat Por ( 
House of Representatives, Washinat I). ¢ 
Dear Mr. CnatrMan: You have requested the Depa 
respect to H. R. 5954, a bill to provide rt ‘ he f ( 
all the right, title, and interest of the ted Sta 


fore conditionally granted to 


The bill would authorize and direct t Secretar ( 
convey, relinquish, and release to thi { f Ca J 
mterest of the | nited States ita i i i ) 
heretofore conditionally granted to said yb ! ldated Nove er 20 QOSXx 
The files of the Maritime Administrat ) Depart ment ( 
disclose that the Fairview Realty Co 
claim deed to the citv of Camas 
and to hold the same forever tor pat 
bill would lift this restrict 
The property mentioned in the bill is a pat 
acquired by the New York Shipbuild Cor tur World W 
later annexed to the ‘ity of Camdet t ! { fa 
ployees The Fairview Realty Co. wa a 1 perat 
build homes thereo The United States SI} ) | 
funds for the construction of homes and secured 1 idva i 


first mortgage on the land and buildings from t} Fair fealty ( 


end of World War I, the Fairview Realty | 
United States SI ipping Board By reasor 


assets the aid Fairvic VW Re alt. ('n. had wet re f ~ 








_— 
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When a business corporation is dissolved its property equitably belongs to its 
stockholders (Mormon Church v. United States, 1386 U.S. 1, 47 

On November 26, 1937, the Fairview Realty Co. was dissolved and the then 
United States attorney, Joseph J. Quinn, now deceased, was na as the agent 
of the company upon whom process could be served in the State of New Jerss \ 

By virtue of the Merchant Marine Act, 1936, as amended, and the Reorganiza- 
t Plan No. 21 f 1950, the Secretary of Commerce succeeded to the functions 
and assets of the United States Shipping Board and the Maritime Commission. 

\Ir. Angelo D. Malandra, an attorney and deputy mayor of the citv of Camder 





a letter dated september 26, 1951, to the Honorable Charl \. Wolverton 
roduced the bill), states that the Public Service Co. intends to construc 
‘ded waiting room and bus terminal on part of this property, bu h eo 
etic is | delayed until the aforesa restrictive leed 
B on the rmati furnished and the I ( \la \ | 
rTM na he | te “Lates ive a rest 
oper event that it i t used for “‘parl eet, or | public 
I Ci of Camden wa unt tlre ! va r the 
l ed 1 the I ( i und 
| , ‘ aay Ve ‘ . 4 i 
} “f rr . ' 
( I i ) € Ly martme ( mer i ( 
i ’ } Burea Oo | ¢ i 
f 
r, plea : 
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82p Conerk&s HOUSE OF REPRESENTATIVES ( — Report 
2d Nession \ 7 No. 2356 


INVESTIGATION OF THE USE OF CHEMICALS IN FOODS 
AND COSMETICS 


JUNE 39, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Detaney, from the Select Committee To Investigate the Use of 
Chemicals in Foods and Cosmetics, submitted the following 


REPORT 
[Pursuant to H. Res. 74, 82d Cong., Ist sess 


FOOD 


I. INTRODUCTION 


The Select Committee To Investigate the Use of Chemicals in 
Food Products was created under the provisions of House Resolution 
323 (Sist Cong., Ist sess.), agreed to June 20, 1950. The resolution 
authorized and directed your committee to conduct a full and com- 
plete investigation of— 


1. The nature, extent, and effect of the use of chemicals, compounds, and 
synthetics in the production, processing, preparation, and packaging of food 
products to determine the effect of the use of such chemicals, con pou! ds, and 
synthetics (A) upon the health and welfare of the Nation, and (B) upon the 
stability and well-being of our agricultural economy; 

2. The nature, extent, and effect of the use of pesticides and insecticides with 
respect to food and food products, particularly the effect of such use of pesticides 
and insecticides upon the health and welfare of the consumer by reason of toxic 
residues remaining on such food and food products as a result of such use; and 

3. The nature, effect, and extent of the use of chemicals, compounds, and 
synthetics in the manufacture of fertilizer, particularly the effect of such use of 
chemicals, compounds, and synthetics upon (A) the condition of the soil as a 
result of the use of such fertilizer, (B) the quantity and quality of the vegetation 
growing from such soil, (C) the health of animals consuming such vegetation, 
(D) the quantitv and quality of food produced from such soil, and (FE) the publie 
health and welfare generally. 


The committee was appointed by the Speaker of the House on 
July 20, 1950. House Resolution 739, agreed to August 21, 1950, 
appropriated $30,000 from the contingent fund of the House to finance 
the investigation. Public hearings were held during the months of 


H. Rept. 2356, 82-2——-1 
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September, November, and December, 1950. Twenty days were 
devoted to these hearings, in which 74 witnesses were heard. 

On January 3, 1951, the committee submitted its report (H. Rept. 
3254, 8ist Cong., 2d sess.), which summarized the testimony presented 
to it and recommended that further study and investigation be under- 
taken before final conclusions were reached. At the close of the 
Eighty-first Congress, the committee had expended $13,181.43 of the 
$30,000 appropriated for its investigation. The unexpended balance 
of $16,818.57 was returned to the contingent fund of the House. 
Of the sum expended, $3,668.46 were paid to the executive branch of 
the Government for the services of personnel loaned to the committee 
on a reimbursable basis. 

On February 2, 1951, the House agreed to House Resolution 74 
(82d Cong., Ist sess.), which provided: 

That effective from January 3, 1951, the select committee created by House 


2992 


Resolution 323 of the Eighty-first Congress is authorized to continue the investi- 
gation and study begun under authority of such House Resolution 323 and for 
such purposes shall have the same power and authority as that conferred by such 
House Resolution 323. The committee shall report to the House (or to the 
Clerk of the House if the House is not in session) as soon as practicable during the 
present Congress, the results of its investigation and study, together with such 
recommendations for legislation as it may deem advisable. 


House Resolution 128 (82d Cong., Ist sess.), agreed to February 20, 
1951, appropriated $75,000 from the contingent fund of the House to 
finance the committee’s operations. Of this amount, approximately 
$45,000 will have been expended by the committee at the conclusion 
of its deliberations. It is estimated that $30,000 will be returned to 
the contingent fund of the House. Approximately $25,000 of the 
expended amount will have been paid to the executive branch of the 
Government for the services of personnel borrowed by the committee 
on a reimbursable basis. 

On October 15, 1951, the House agreed to House Resolution 447 
(82d Cong., Ist sess.), which extended the scope of the committee’s 
authority to include: 

* * * an investigation and study of the nature, extent, and effect of the use 
of chemicals, compounds, and synthetics in the production, processing, prepara- 


tion, and packaging of cosmetics to determine the effeet of the use of such chemi- 
’ | 


cals, compounds, and synthetics upon the health and welfare of the Nation. 
Pursuant to the instructions contained in House Resolution 74 and 
House Resolution 447, public hearings were held during April, May, 
June, October, and November, 1951, and January, February, and 
March, 1952. The committee devoted 39 days to public hearings, in 
which 143 witnesses were heard. During the whole life of your com- 
mittee, 59 public hearings were held and 217 witnesses presented their 
views. These witnesses included representatives of the American 
Medical Association, American Dental Association, American Public 
Health Association, New York Academy of Medicine, National 
Research Council, United States Public Health Service, United States 
Food and Drug Administration, United States Department of Agri- 
culture, Association of State and Territorial Health Officers, American 
Cancer Society, Grocery Manufacturers of America, National Canners 
Association, National Agricultural Chemicals Association, Manu- 
facturing Chemists’ Association, National Fertilizer Association, 
American Plant Food Council, General Federation of Women’s 


Clubs. 
nomic 
Natio: 
Var 
fertiliz 
cose 
as exp 
ment 
It | 
in or 
study 
used 1 
which 
select 
econo 
In 
subje 
separ 
Thi 
were | 
repor 


Tee 
made 
in th 
yields 
devel 
ease. 
to di 
provi 
prese 
food 
theti 
iMpo 

At 
of m: 
chem 
to th 
ZaAtlo 
varic 
addi 
prod 
com] 
cons 
Furt 
fune 
the « 
men 
is ac 

Tl 
whi 
cher 





USE OF CHEMICALS IN FOODS AND COSMETICS 3 


Clubs, Cooperative League of the U.S. A., American Home Eco- 
nomics Association, National Council of Farmer Cooperatives, 
National Grange, and National Farmers Union. 

Various other witnesses, representing the chemical imdustry, the 
fertilizer industry, the pesticide industry, the food industry, the 
cosmetic industry, professional groups and consumers’ groups, as well 
as expert witnesses from colleges, universities, and agricultural experi- 
ment stations, were also heard. 

It has been estimated that over 700 chemicals are presently used 


in or on foods. It was manifestly impossil le for this committee to 
study exhaustively everv phase of food production, or every chemical 
used in this industry. The chemicals, and phases of food production 


which were subjects of more intensive investigation than others, were 
selected on the basis of their importance to the public health and 
economy of the Nation. 

In the interest of simplicity, vour committee proposes to divide th 
subject matter of its investigation into four sections and prepare a 
separate report for each section. 

The first two reports, submitted on May 12, 1952, and June 17, 1952 
were entitled, respectively, “Fertilizers” and “Cosmeties.” The t! 


LUira 
report, which is respectfully submitted, is entitled “Food.” 
Il. NATURE AND Scops or THE PROBLEM 
Tremendous progress in the science of feod technology has been 
made in the comparative ly recent past. The growth of population, 
in this country and abroad, has increased the need for ¢reater erop 


yields of high quality, and this need in turn has resulted in the rapid 
development of pesticides to combat insect infestations and plant dis- 
ease. Specialized farming, which makes it necessary to ship crops 
to distant points , together with the need for long storage pe ‘rods, has 
provided an impetus for the i: nirodu iction of various methods of food 
preservation. The increasing world demand for a more abundant 
food supp ily has accelerated the crowing tendency to utilize Syt- 
thetics not only to enhance food flavor and appearance but, mor 
important, to prevent waste and spotlag 

At this stage of our civilization, there is a genuine need for the use 
of many chemicals in connection with our food supply. Many of the 
chemicals directly added to foods have proved to be of substantial value 
to the consumer, and constitute a necessary adjunct to modern eivill- 
zation. Few would quarrel now with the advisab lity of enriching 
various staple foods with certain vitamins and minerals, or with the 
addition of other chemicals which enhance the nutritive value of the 
products in which they are incorporated. The ear ye of iodine 
compounds to salt to prevent goiter has proven of real benefit to the 
consumer in areas where there is an iodine deficiency in the diet 
Furthermore, substances added to a food during processsing for such 
functional purposes as discoloration prevention sometimes result in 
the enhancement of its nutritional value. As example is the improve- 
ment in the vitamin C content of frozen peaches when ascorbic acid 
is added to prevent unsightly browning of the cut fruit. 

The American public may feel justifiably proud of the manner in 
which the scientists of this country, in conjunction with the food and 
chemical industries, have solved the many serious food problems which 
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have arisen. In the judgment of the committee, the food industry 
is entitled to considerable credit for the progress of research in the 
field of nutrition and the practical application of such research. This 
has resulted in an improvement in the health and nutritional status 
of millions. Nevertheless, the public is in need of protection against 
small, irresponsible elements, as well as against the possible inad- 
vertent mistakes of reputable food processors and premature en- 
thusiams of chemical manufacturers. 

The rapid strides in the application of science to the production 
and processing of food offer great possibilities for the welfare of man- 
kind. The progress that has been made in food technology, however, 
has been attended by a certain degree of hazard, since some quantity 
of many of the new chemicals utilized in the production and processing 
of foods is inevitably ingested by the consuming public. It is essen- 
tial that this risk be kept to a minimum. 

The number of chemicals entering the food supply of the Nation 
has increased tremendously in the last decade. Chemical substances 
are being introduced into the production, processing, storage, packag- 
ing and distribution of food at an ever-increasing rate. There is 
hardly a food sold in the market place today which has not had some 
chemicals used on or in it at some stage in its production, processing, 
packaging, transportation, or storage. These foods include those 
eaten by every family, ranging from staples like bread to such luxury 
items as the maraschino cherry. Some eminent pharmacologists, 
toxicologists, physiologists, and nutritionists expressed the fear that 
many of the chemicals being added to food today have not been tested 
sufficiently to establish their nontoxicity and suitability for use in 
food. These scientists are not so much concerned with the acutely 
toxic compounds, whose harmfulness can readily be detected, as with 
those chemicals which may produce harmful effects only after being 
ingested for months or perhaps years. 

The indirect addition of chemicals to our food supply also raises 
serious problems. For example, cattle are being treated with anti- 
biotic drugs in the control of mastitis, anthrax, and other diseases. 
There is a question whether the presence of small amounts of anti- 
biotics in milk and milk products has any effect on the consumer; 
that is, whether the consumer develops a sensitivity or resistance to 
these chemicals. In such cases, the resistant or sensitive individual 
would be unable to benefit from treatment with these valuable drugs 
in the event of illness (1). 

The United States Food and Drug Administration, in collaboration 
with the United States Public Health Service, revealed that approxi- 
mately 842 chemicals are used, have been used, or have been suggested 
for use in foods. Of this total, it was estimated that 704 are employed 
today, and that of these 704 only 428 are definitely known to be safe. 
Thus, there are approximately 276 chemicals being used in food 
today, the safety of which has not been established to the satisfaction 
of many groups concerned with the health and safety of the public (2). 

The Surgeon General of the Public Health Service pointed out that 
the extent of this problem cannot be fully visualized, because of a 
lack of adequate information on the chronic effects of chemical 
substances currently in use. He testified that the toxie effects of 
many of these chemicals, and of the compounds which they form when 
introduced into food, are unknown. He expressed concern over the 
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possible adverse effects which chemicals used in food products may 
have upon human health (3). 

The American Public Health Association has stated that the tox 
cologic properties of many of the chemicals used in the production and 
processing of foods, especially the chronic effects of their long-time 
consumption, are not known. The Council on Foods and Nutrition of 


the American Medical Association has described the inere asing use of 
chemicals in food as a potential health hazard which may beeome on 
of the greatest problems the food industry has ever had to face (4 


mm ° . . Ms ‘ 7 ‘ » ‘ } 
The situation was outlined by the Commissioner of the Food and 
Drug Administration as follows: 

It would be both unfair and incorrect to appraise this problem on the assumy 
tion that we have an irresponsible chemical industry and an irresponsible food 
industry, both callous to the health of consumers. Nor can we appraise it 
the assumption that this is just a bureaucratic grab for dictatorial powers over 
the food and chemieca! industries. The facts belie both assumptions; but the 
show that there is a fringe of the careless or ignorant or unscrupulous | 
used or are now using chemicals in food without sufficient testing to be reasor 
certain they will not impair the health of consumers. We have se inseeticid 
marketed before toxicity tests were made, other than those required to show the 
LDs5, and before adequate quantitative analvtical methods were developed. We 
have seen the paradox of vigorously pressed sales eampaigns for chemical addi 
tives while tests to discover unknown facts about their toxicity were being planned 
or carried out. 

That the dramatic equivalent of the elixir sulfanilamide disaster of 1937 tha 

i 
cost more than a hundred lives has not oecurred in the food field speaks volun 
first, for the conscientiousness of these industries generally, and second, for the 
providential luck of the fringe operators—and of the public. We have h: 
narrow eseapes (). 

One problem which is causing scientists increasing concern is the 
possible effect of various svnthetic substances in the production or 
acceleration of cancerous growths. The testimony proffered was not 

; ; eae ee 
that certain chemicals presently in use as additives and 


’ isecticidaes 


do cause cancer, but rather that there is a definite lack of knowledge 
on the subject (6). The head of the Nutrition Unit in the Biochemis- 
try Section of the National Cancer Institute set forth the situation in 
the following language: 


In summary, I have pointed out: (1) That a large 1 ( al 
pounds induce eancer in animals, 2) That there is no i ) g 
cancer-inducing properties without a biological test 3) That ear 
of chemicals for cancer-producing properties in animals is exceedingly ditli 
evaluate. Any test for eancer is influeneed DY a verv ia nber \ 
mental and hereditary faetors which the experimenter mu ek to control a 
evaluate. I believe anv estimate of the possible injuriou ‘ i 
added to nutrients consumed by men should inelude ear a f 
carcinogenic properties in several species of animals prior to approving their uss 
in food (7 

Nor is the problem confined to inadequately tested insecticides o1 
other chemical substances added to foods. Paper, fiber, and plastid s 


are becoming increasingly popular as food containe) S ar food-handling 
equipment. These, together with the use of chemicals in wrappers, 


may create a hazard to health. It is obvious that the toxicity and 
potential danger of these materials should be studied before their u 
in the food industry is permitted. 

In addition, although many chemicals, as already indicated, serve 
a useful purpose to the consumer, others do not and may in fact con- 
ceal inferiority, adversely affect the nutritive value of the foods in 
which they are employed, or act as substitutes for nutritious ingre- 
dients (8 
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The committee wishes to point out that the United States Food 

, ws ie . : re * _ -ublic H Ith Service 

and Drug Administration, the United States Public Health Service, 

the United States Department of Agriculture, as well as comparable 

State agencies, industry and colleges and universities, are devoting 

considerable time and sums of money to research and experimental 
work for the purpose of obtaining solutions to these problems. 


Ill. Tue Ust or CHEMICALS IN THE PROpDUCTION, PROCESSING, 
PRESERVATION, AND PACKAGING OF Foops 


There is nothing objectionable per se in the introduction of chemicals 
in the production, processing, preservation, and packaging of foods 
(9). However, some chemicals have been employed which proved 
harmful or which were utilized before their harmlessness had been 
established. A few of these will be discussed. 


NITROGEN TRICHLORIDE 


Nitrogen trichloride, commonly referred to as Agene, was employed 
for approximately 30 years in the flour-milling industry. It was used 
primarily to age artificially certain types of flour. In 1946, an English 
investigator discovered that dogs fed bread baked from flour treated 
with nitrogen trichloride developed canine hysteria, commonly  re- 
ferred to as running fits. Prnatiedata by qualified investigators in 
this country soon confirmed these results in experimental work on 
dogs as well as other animals, but they were not able to establish any 
injury to humans. The baking industry and the manufacturer of 
Agene agreed that it should not be employed in flour, whereupon a 
he: aring was held by the Food and Drug Administration and such use 
was prohibited (10). 

THIOUREA 


In 1946, a chemical known as thiourea was proposed for use on 
citrus fruit to prevent a certam type of mold. Before it was so 
employed, the persons proposing its use consulted with the Food and 
Drug Administration. Experiments were conducted which showed 
that thiourea, in addition to bemg very poisonous, penetrated the 
skin of citrus fruits and found its way tato the juice. As a result of 
these tavestigations thiourea was never used on citrus fruits, but 
several shipments of frozen peaches coutamime the substance were 
seized and destroyed. Less cautious food manufacturers might have 
proceeded to use it, as permitted under existing law, without consult- 
mg with the Food and Drug Administration aad before determiamg 
the toxic properties of the substance, as in the case of the manufacturer 
of the frozen peaches. Were it not for the fact that all of the contami- 
nated peaches were seized before they had reached the consumer, a 
serious poisoning episode might have occurred (11). 


PARA-PHENETYL UREA 
Para-phenetyl urea is a sweetening agent which was used for over 
50 years as a sugar substitute for diabetics and others. Until the 


Food and Drug Administration undertook a chronic toxicity study 
of this substance several years ago, no investigation of its posible toxic 
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effects when ingested in small amounts, over an extended pe riod of 
time, had ever been made. Results of the experiment revealed that 


para-phenetyl urea is poisonous under such conditions. Or le firm 
continued to use it m its food products even after beme warned of its 
toxicity. At that time, action could not be taken against the firm 


because the toxicity studies had not been ak ted (12 
LITHIUM CHLORIDE 


A 


vears ago for persons require 1d to be on a low-salt diet Subsequently, 


A’salt substitute containing lithium chloride was marketed several 
it was discovered that the substance is extremely poisonous for per- 
sons who have been on such a diet for some time,so that the salt 
content of the body has been reduced. Action was taken immediately 
and preparations of salt a which oonta ned lithium chloride 
were removed from the market, but several deaths had occurred (13 


MINERAL OIL 


Mineral oil was long regarded as harmless. It had been used in a 


variety of special dietary foods, particularly salad dressing, as a sub- 
stitute for food oils. Between 1941 and 1945 evidence became avyail- 
able which showed that mineral oil, when taken with foods, interferes 
with the absorption of various vitamins. Asa result of this evidence, 
mineral oil is no longer permitted as a food ingredient (14) 


MONOCHLORACETI( ACID 


Monochloracetic acid was used by a number of food manufacturers 
as a food preservative. Experimental work performed by the Food 
and Drug Administration revealed that the substance had an acute 
toxicity comparable to such recognized poisons as bichloride of mer- 
eury, carbolic acid, and strychnine. The Food and Drug Adminis- 
ration then announced that the acid must be regarded as a poisonous 
and deleterious substance which should not be used in food products. 
Notwithstanding this, many foods containing monochloracetic acid 
were subsequently placed on the market. In one instance, a synthetie 
orange-type beverage containing the substance was distributed widely 
in the South and caused extensive digestive upsets of a very acute 
type (15). 

DEHYDROACETIC ACID 


In March of this year, the Food and Drug Administration seized 
more than 6,000 pounds of cheese because it was enclosed in a newly 
developed wrapper containing dehydroacetic acid, which transfers 
from the wr: apper to the cheese and is readily wbsorbed in it. The 
chemical had been used to prevent the growth of mold on the cheese, 
and was odorless and colorless. ‘The Food and Drug Administration 
has declared that dehvdroacetie acid has the toxicity of carboliec 
acid (16) 

EMULSIFIERS 


During the past 14 vears, a number of substances referred to as 
emulsifiers or surface-active agents have been used in a wide range 


of foods. The emulsifiers fall into four main categories: (1) mono- and 
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di-glycerides of fat-forming fatty acids, which are formed by reacting 
glycerin with fat; (tr) a class of compounds produced by reacting 
sorbitol, a sugar alcohol, with a fatty acid; (11) a class of compounds 
produced by reacting a sorbitan ester of a fatty acid with polymer- 
ized ethylene oxide; and (tv) polyoxyethylene monostearate, which is 
prepared by reacting polymerized ethylene oxide directly with a 
fatty acid, or by first reacting ethylene oxide with water to form a 
glycol and then reacting the polymerized glycol with a fatty acid. 
By varying the fatty acid and the length of the polymerized ethylene 
oxide chain, a great many compounds may be made in each class (17). 

In 1937, it was found that when small amounts of mono- and di- 
glycerides are mixed with shortening and the shortening incorporated 
into baked goods, their use resulted in what has been described as 
‘more tender” bread, buns, cake, and other sweet goods. Thereafter, 
shortenings containing varying amounts of mono- and diglycerides 
were marketed. Subsequently, it was ascertained that, by increasing 
the ratio of mono- and diglycerides in shortening, a very soft loaf of 
bread could be produced. In 1947, when the polyoxyethylene mono- 
stearate type of bread softener appeared on the market, superglycer- 
inated shortening and polyoxyethylene monostearate became compet- 
itive products in the baking industry. Thus, the name “bread soft- 
ener” has come to mean preparations containing either mono- and 
diglycerides or polyoxyethylene monostearate. In addition to their 
use in shortening, mono- and diglycerides are used as emulsifiers in 
prepared cake mixes and in the ice-cream industry, where they com- 
pete with the polyoxyethylene monostearate type of emulsifier. 

Mono- and diglycerides are said to occur in small quantities in some 
natural fats, and are present in small amounts in the animal intestine 
during the digestive process, but heretofore they have not been ingested 
in amounts comparable to the amounts being added to some 
shortening. 

The principal food uses of the types of emulsifiers referred to above 
as classes (11) and (11) are in prepared cake mixes, baked goods and ice 
cream. They are also utilized to some extent as dispersing agents 
in flavors, essential oils and polyvitamin solutions. The last main 
class of emulsifiers, polyoxyethylene monostearate, referred to above 
as class (Iv), is employed primarily in the bread industry as a bread 
softener. At the hearings held by the Food and Drug Administra- 
tion to prescribe definitions and standards of identity for bread, rolls 
and buns, certain of these three classes of emulsifiers were proposed for 
use in bread and the results of a large number of experiments with 
these categories were presented. A large part of the hearings was 
devoted to the presentation and interpretation of this data. The 
Administrator of the Federal Security Agency has issued a regulation 
which contains a finding of fact that the evidence is not sufficient to 
warrant the conclusion that there is no likelihood of injury from bread 
containing the substances comprising groups (11), (111), or (Iv), if 
ingested continuously over the human life span (18). 

On November 9, 1951, the Food Protection Committee of the Na- 
tional Research Council announced that it bad made a study of the 
experimental data on both the mono- and diglycerides and the poly- 
oxyethlene type of surface active agent proposed for use in foods. Its 
opinion was that the available data “on the toxicity, tolerance, meta- 
bolic fate, and nutritive value of these surface active agents proposed 
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for use in ice cream are insufficient to permit a final judgment as to 
the safety of the substances for use in foods” (19). 

These substances are being used in tremendous quantities and have 
been incorporated into many of the basic foods eaten every day, not- 
withstanding that there is a definite controversy among reputable 
scientists as to whether the compounds are safe for use in food. 
Adequate and comprehensive experimentation and research may reveal 
that they do not present a danger to the public. It is clear, however, 
that some of these compounds, at least, were injected into the Nation’s 
food supply without sufficient testing to sure beyond a reasonable 
doubt that their use did not create a long-range health hazard (20). 

As early as July 2, 1949, the Council on Foods and Nutrition of 
the American Medical Association issued an official statement on the 
use of the chemical emulsifiers in food. This statement said in part: 

Available knowledge of the possible toxicity of these substances is fragmentary; 
particularly is evidence lacking as to chronic toxicity. The employment of these 
agents in the processing of such basie foods as bread and bakery goods, as well 
as other foods (such as ice cream, candy, and peanut butter), could lead to the 
ingestion of considerable quantities of these materials of uncertain toxicologie 
action. Unless the complete harmlessness of these agents can be demonstrated 
beyond a reasonable doubt, they should not, in the council’s opinion, be employed 
in basie foods (21 

A representative of the American Medical Association testified 
that chemical additives may permit the lowering of the proportions of 
important food ingredients in the product and thereby result in a 
dilution or deterioration in nutritive value of the food, and recom- 
mended that: 

Intentional chemical additives, especially those likely to find their way into 
basic foodstuffs or to find widespread application in a variety of foods, each of which 
may be infrequently eaten, must not be permitted until the complete harmlessness 
of these se can be demonstrated beyond reasonable doubt. Furthermore, 
the use of additives which lead to a significant decrease in nutritive value should 
not be permitted (22). 

This viewpoint on safety testing is similar to the position taken by 
the Food Protection Committee of the National Research Couneil in 
a release issued on December 11, 1951, entitled “Use of Chemical 
Additives in Foods,” that “chemical additives should not be per- 
mitted in a food until their safety for a given food use has been estab- 
lished beyond a reasonable doubt, as judged by competent experts.” 
Your committee is also of the opinion that the best interest of the 
public health requires that the manufacturer of a chemical proposed 
for use in or on any food, or a food manufacturer who develops such a 
chemical, should submit evidence to the satisfaction of the Food and 
Drug Administration that the chemical is safe for use, as far as the end 
food product is concerned, from both an acute and chronic viewpoint. 

There have been no reported deaths due to the ingestion of foods 
containing untested chemicals. The Commissioner of the Food and 
Drug Administration testified, however, that we have had some 
narrow escapes. This was in accord with the views of the Director of 
the Bureau of Nutrition of the Department of Health of New York 
City, testifying on behalf of the New York Academy of Medicine, who 
stated: 

I would hazard a guess, Mr. Counsel, that with the rapid expansion of the 
chemical industry—and, frankly, many people including myself think we are only 
at the beginning of the growth and usefulness of this industry—that without very 
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definite regulation a similar tragedy may occur, and it may be a far worse one than 
the sulfanilamide tragedy, because these chemicals will be put in the food that 
will be more widely used and consumed than, say, a drug that is used only for sick 
people (23). 

As previously indicated, it is heartening that various Federal and 
State agencies, as well as industry and scientific groups, are devoting 
themselves with the utmost diligence to research directed at the 
protection of the public health. The committee recommends that 
such activities in this vital field be augmented. 


HORMONES IN FOOD PRODUCTION 


The use of hormones and other similar substances for the purpose 
of improving the quality, and perhaps in some cases the quantity, of 
food has opened an entirely new field in food technology which may 
prove to be of great benefit to the consumer. At present, Govern- 
ment, industry and scientific groups are continuing their research and 
experimental work in this field to determine to what extent these 
preparations may be employed, and whether there is any hazard to 
the public health from these practices. The committee urges that 
such research in this important field be expanded. 

The aspect with which the committee was particularly concerned 
was the use of diethylstilbestrol to fatten and tenderize poultry and 
livestock. It is estimated that in 1950 this chemical, in 15-milligram 
pellets, was used on approximately 30 million chickens, and its use 
is reported to be increasing. 

Die thyistilbestrol i is a synthetically produced chemical having activ- 
ity very similar to the natural female sex hormones. Directions for use 

call for the implantation of one pellet into the upper region of the 
neck of the bird, at the base of the brain, about 4 to 8 S weeks prior to 
marketing, during which period the chemical is slowly absorbed into 
the system of the bird. Male birds so treated rapidly lose many male 
characteristics; combs, wattles, and reproductive organs shrivel; and 
the propensity for crowing and fighting disappears. The flesh of birds 
so treated contains greater deposits of fat than the flesh of nontreated 
birds. This results in a heavier bird, with meat that ts said to be 
more tender and of smoother texture, although there was testimony 
that the fat of fowl treated with stilbestrol differs chemically from that 
of normally fattened birds and is watery and inferior culinarily. 
Treated birds command a premium price on the market, aad have 
been called “caponnettes’” or “hormonized fryers.” The results 
secured by this process are very similar to those obtained by surgically 
castrating the male bird, a procedure which has been in use for many 
vears. The increasing popularity of the chemical method is due, for 
the most part, to the convenience of administration, for which no 
special training is needed. A mechanical injector, similar to a hypo 
dermic syringe, implants the pellets quickly and efficientiy Just below 
the surface of the skin (24). 

Diethyistilbestrol is a potent and dangerous chemical, which cannot 
be purchased in drug stores for ae purposes without a physician’s 
prescription. It is used extensively by the medical profession to al- 
leviate menopausal difficulties and dysmenorrhea, and to suppress 
lactation and excessive uterine bleeding. It has also been employed 
to ease the pain of prostatic cancer because of its action in shrinking 
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the male sex organs, thus reducing the pressure on the cancer. St 
bestrol has been shown to inhibit the growth of young rats and chicks, 
and has been used to prevent excessive tallness in girls (25 


The human body, female and male, requires and produces, for 
normal operation, quantities of both the female sex hormone (estro- 
gen) and the male sex hormone (androgen Among other thing 


these hormones determine ana affect certain of the sex characteristics 
of the individual. Thus, proper quantitics and proportions of these 
hormones may affect, among other things, : sex drive, development of 
sex organs, breast development, quantity of facial and body hair, 
height, voice pitch, and the like. An imbalance of significant propor 
tion sibiouin the male and female sex hormenes in the body will 
result mm the individual’s acquiring some of the physical characteris 
tics of the opposite sex (26). 

Very few data have been published concerning the quantity o 
stilbestrol which may be found in the edible tissues of a treated bird 
No one can state with any assurance just how much of this material 


remains in the tissue, although it was testified that the quantity is 
very small (27). There ts practically) no information coneern- 
ing the effeets of the long term Ingestion of minute quantities of 
stilbestrol (28). The testimony of scientific experts concerning the 


safety of ingesting the flesh of sltbenixc! treated poultry is Wh eon 


flict (29). 
Because of the tendency ot living tissue to wall off fo! ‘Clon hoc Ss, 
there is always the possibilitv that stilbestrol pellets will be isolated 


and hot completely nbsorbed into the tissue of the chieken. In addi 
tion, a residual pellet will remain in the careass if the bird is marketed 
prior to the expiration of the absorption period of 4 to S weeks. For 


this reason, and because it is generally agreed that the ingestion of 
portions of a diethylstilbest rol pellet may result 1M) adverse phvsio- 
logical effects, directt ms for use of this material require the site of 
implantation to be high on the neck at the base of the skull, that 
on slaughterme, the site of implantation will be removed 

away as the chicken head is severed (30). 

Recently, the United States Food and Drug Administration 
sampled several lots of stilbestrol-treated chickens which had been 
shipped in interstate commerce. Examination showed that 60 per- 
cent of the sampled chickens contained portions of unabsorbed 
stilbestrol pellets in areas of the neck which would remain with the 
consumer after normal severing of the head from the carcass. Prompt 
legal action followed, and approximately 50, 000 econ of stilbestrol- 
treated chickens were seized and condemned ( 

It is obvious that the Food and Drug ie saicetion, with its 
small staff of approximately 250 field inspectors to cover the entire 
country, cannot possibly hope to sample and examine every mterstate 
shipment of food, drugs, and cosmetics. Inevitably, of course, many 
shipments of foods must traverse State lines without any examination 
Where a potentially dangerous chemical substance is utilized in such 
a manner that only the user is exposed to harm if he ignores or abuses 
the direction for safe use of such material, little can be done by way 
of protective legislation or regulation except to require clear, e xplicit 
directions which permit safe usage. This is the case with medicine 
or drugs. The few who would experiment with their own health by 
ignoring the recognized or prescribed directions for use ean harm 
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only themselves. However, in situations where an individual's abuse 
or disregard of directions for use of a potentially dangerous substance 
may adversely affect the health of innocent consumers, as in the case 
of stilbestrol-implanted poultry, regard for the public health requires 
the application of different rules of policy. Evidence of widespread 
abuse of directions for use in situations of that nature should be 
sufficient to forbid the use of the chemical for such purposes. 

Recent experimental evidence, showing, among other things, that 
milk production and the weight of livestock can be increased by the 
administration of estrogen and other chemical substances may well 
complicate this problem (32). The adoption of such practices among 
livestock raisers may result in an increment of estrogen and estrogen- 
like substances in the dietary of the average consumer. 

The committee is of the opinion that the meat of poultry or other 
animals which has been treated with estrogens be labeled so as to 
reveal that fact, and that restaurants serving such estrogen-treated 
food be required to advise customers to that effect. 


IV. Tue Use or Pesticipes 


It is generally agreed that many food crops cannot be brought to 
complete and fully satisfactory maturity without the use of pesticides. 

s also recognized that many of the chemicals used as pesticides are 
[t is also recog | that v of the el | ticid 
very toxic, and that great care must be exercised to prevent harmful 
residues from remaining on foods when they are marketed. 

With the advent of the newer organic pesticides following World 
War II, the use of chemicals having pesticidal action increased 
markedly; and it is estimated that there are approximately 100 
pesticidal chemicals now in use, and that over nh pesticidal 
formulations have been registered for labeling and use by the Insecti- 
cide Division of the United States Department of Agriculture (33). 
The expansion in the use of pesticides has created serious problems. 
One of the disturbing things about the advance in insecticide use, and 
the discovery of new insecticides, was that many such substances were 
put into use although very little was known with respect to either their 
acute or chronic toxicity or about their fate after they were applied to 
food (34). In 1948, the Council on Foods and Nutrition of the 
American Medical Association declared that the appearance of the 
new insecticides had created a danger; that there was an appalling 
abe of factual data concerning the effect of these substances when 
ingested with food; and that the chronic toxicity to man of most of 
the newer insecticides was entirely unexplored (35). Subsequently, 
on January 28, 1950, the Council on Foods and Nutrition stated, in 
part: 

The introduction of numerous synthetic organic pesticides offers promise for 
increasing the Nation’s food supply and improving health through the control of 
insects and other pests. Past experience, however, indicates that poisons cannot 
be used safely on food erops without the development of certain fundamental 
knowledge concerning the poisons. What these materials will do to pests and 
food crops and to workers who handle them must be known, and there must be 
developed, also, a knowledge of what these materials will do to warm-blooded 
animals and man when small amounts of residue are incorporated in their foods, 
Furthermore, practical methods of analysis should be available to permit identifi- 
cation and measurement of residues that may persist on or in consumer products, 
Such essential information is undeveloped for many of the agricultural poisons 
now in use (36). 
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DDT 

DDT. the first of the chlorinated hydrocarbon brisé eticide Ss, pecam 
available in quantity in the United States during World War 1} 
roreenes work was carried on by representatives of the Gove: 
ment, who reae os the conclusion thst t was a reasonably calculated 
militery risk to use DDT as a typhus and malaria prevent and 
that as a ious military cindliag’ the danger of injury to the troops 
was far Jess than the danger from such scourges (37). Shortly thei 
after, growers began to use DDT on a variety of food crops, although 
there was little or no information available on the effect of the lone 
time ingestion of small quantities and its storage in body sues (3 

As experience was acquired, the Food and Drug Administratio 
found that DUT is absorbed and stored by the body in the fatt 
tissues, and that, if an animal is exposed to it for any length of tim 
it may accumulate there to a degree which will tjure the animal! 
Toxicity tests showed that DDT can be stored at very low levels o 


28 times the dietary intake; that a level of 5 parts per million 
the diet of rats produced shght but definite liver injurv; and that thy 


rate of disappearance of ODT from body tissues is slow (39 
Subsea: lent to the widespread use of D00T in dairy bar 


i i 


cattle, it was shown that cows spraved with ODT, or fed silag 
sprayed with it, or even housed in a barn tm which it was 


intake, and its concentration im the body fat is magnified from 6 


Ss alia Onl 


{ spraved 
would accumulate OUT in the fat and eventually secrete it in th 
milk $()), Althoy igh the scientifie literature rey ealed, as early as 
August 1945, that the milk of lactating dogs receiving DDT contained 


appreciable levels of the compound, it was not until Aan h 1949, that 


a governmental warning was issued advising that DIT should not be 
used on dairy cows or in dairy baras (41 

Years of continuing research have provided a great deal of informa 
tion, and much more is known now about DOT than when it was 
first imtroduced for poicenteeae) use. Nevertheless, there is. still 
sharp disagreement among the experts concerning the hazards as 
sociated with its use. On the one hand we are told that it is among 
the safest of msectieides, and on the other hand that its fox ha 


been greatly underestimated (42 
[t is apparent that many important questions are still unanswered 


As late as Ms a 10, 1951, the committee on pesticides of the An 


t ie! 
can Medical Association reported that 
Chronic DDT poisoning may result from the ingestion of small amy ( 
material over a long time. Since the chemical is irregular absorbed, t! evel 
below which adverse long-range effeets are absent is unknown (43 


Nor is the maximum quantity of DDT which can be taken every day 
with safety known (44). Scientists are still trying 
role of DDT in the metabolism of human fat and its practical rela- 
tionship to the total health of man, whether DDT storage in human 
fat causes cellular injurv or interferes with the chemistry of the cell, 
and whether stored DDT, if released into the system, will cause injury 
(45 

There is conflicting evidence concerning the DDT content of foods 
normally consumed by the public. It is clear, however, that DDT 
may be found at times in meat, milk, and other foods eaten by the 
public (46). The United States Public Health Service, 


to determine the 


concerhed 
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over the possible hazards of DDT residue on food and their effect upon 
consumers’ health, collected human fat samples from volunteers and 
found that the DDT content of the tissue ranged from zero to 68 parts 
per million and averaged 5 to 10 parts per million (47). Analysis of 
human fat samples for DDT made by the Food and Drug Adminis- 
tration showed an average concentration of 5.3 parts per million. 
Since all fat samples were taken from persons having no unusual 
exposure to DDT, it may be inferred that this insecticide is being 
stored in the tissues of the general population. Analysis of samples of 
human milk by the Food and Drug Administration disclosed an aver- 
age concentration of 0.13 part per million. As vet, notwithstanding 
the extremely widespread use of DDT, clinical data are not available 
to assess Whether or not danger may be associated with its storage in 
human fat (48). 

Some witnesses took the position that the lack of reported deaths 
due to DDT is sufficient evidence of its excellent record of safety (49). 
In this connection, your committee accepts the view stated in May 
1950, by the Food and Nutrition Section of the American Public 
Health Association: 

Mortality records alone would seem to show that accidental deaths from toxie 
chemicals of all kinds are an insignificant part of the total causes of death. ‘The 
toxicologic properties of many of the chemicals used in the production and proc- 
essing of foods are unknown, especially the chronic effects of their long-time 
consumption in foods. Mistakes in judgment about the health qualities of chem- 
icals introduced in foods may adversely affect the health of great numbers of per- 
sons. Just as fire prevention is an important part of the control of damage by 
fire, so also the effective control of chemicals introduced in foods may serve to 
prevent mass poisoning of the population. It does not seem that the considera- 
tion of preventive measures in this field should demand impressive statistics from 
the death records in order to justify the undertaking (50). 


CHLORDANE 


Chlordane is another of the chlorinated hydrocarbon insecticides 
which has been recommended for use in the houschold and on a 
variety of fruit and vegetable crops. It was first made available 
for commercial usage in 1947, and it has been used extensively. The 
Director of the Division of Pharmacology of the Food and Drug 
Administration testified that from a chronic viewpoint chlordane is 
four to five times more toxic than DDT, that it is stored in luman 
fat at a much faster rate than DDT, and that he would hesitate to 
eat food that had any chlordane residue on it whatever. He stated 
that chlordane has no place in the food industry where even the 
remotest opportunity for contamination exists, and that it should 
not be used even as a household spray or in floor waxes. Food and 
Drug Administration tests show that pigeons have been unable to 
survive in a smali room treated with chlordane, even after a thorough 
scrubbing with alkali and subsequent airing for several weeks. The 
American Public Health Association has stated that a study of the 
pharmacology of chlordane showed that degeneration of the liver and 
kidneys of experimental animals occurred as a result of chronic 
poisoning (51). 


Chlordane is presently being employed on some food crops, and is 
being recommended for fly control in barns and other places on the 
farm, except inside dairy barns and milkrooms (52). Furthermore, 


United States Department of Agriculture Farmers Bulletin No. 2009, 
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“Storage of Sinall Grains and Shelled Corn on the Farm,” issue \ 
Septembe 11949, andin current use during the e f the committee’s 
Investigation, recommends the use of chlordane for treating bins 
for storing small grains and shelled corn. However, representatives 
of the Lusecticicde Division of the United stat 1) partment of 
Agriculture testified that if a label were pres | for vistration 
recommending chlordane for Use Thi slorage Dills for Craills, such ra 
label would be refused registration. The substance of their testimony 
in this regard was that no one had consulted with t yn the advisa- 
bility of recommending chlordane for such a purpose, and if anyone 
had, the Insecticide Division would have been oOppoOs > such recom- 


mendation 7.3 


SELENIUM 


Selenium is an elemental metal which, in the form of selenium com- 
pounds, has been used as an insecticide. Animal experimentation has 
shown that 3 parts per million of selenium in the diet will produce 
cirrhosis of the liver and that, if feeding is continued, the animals may 
develop cancer of the liver. The residue remaining on fruits or 
vegetables sprayed with selenium compounds is rather high. For 
example, on an unwashed apple it may be as much as | part per mil- 
lion, and since it will penetrate the skin it may accumulate in the apple 
in amounts up to 3 parts per million. The hazard is increased by the 
fact that selenium builds up in the soil, and can migrate from the soil 
into the growing plant and eventually appear in the fruit or vege- 
table (54). 

A representative of the Food and Drug Administration declared 
that selenium should not be used as an insecticide (55). The Assistant 
Chief of the Insecticide Division of the United States Department of 
Agriculture testified that, if selenium had not been in use prior to the 
enactment of the Federal Insecticide, Fungicide, and Rodenticide Act 
of 1948, and had been proposed for insecticidal use for the first time 
after the enactment of that statute in 1948, “it probably would not 
have been registered” (56 


PHENYLMERCURY COMPOUNDS 


Phenylmercury compounds are used quite extensively on fruit and 
vegetable crops as fungicides. Investigation of these compounds 
shows that they accumulate in the kidney and are very poisonous. 
Very small quantities taken into the body lead to measurable storage 
in the kidney with resulting damage to the organ. Although phenyl- 
mercury compounds may be used safely on some foods if the foods are 
carefully cleaned after harvest to remove residues, the order of toxicity 
of these substances is so high that it has been suggested that their use 
not be permitted on foods under any conditions (57 


BENZENE HEXACHLORIDE 


Benzene hexachloride, originally thought to be relatively harmless 
to higher animals, now is known to have toxic properties similar to 
those of DDT, differing, however, in that benzene hexachloride appears 
in the brain tissue of the experimental animals to which it has been 
administered (58). Farmers and canners have suffered considerable 
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financial loss because of off-flavors resulting from the use of this sub- 
stance on various crops. It was testified that benzene hexachloride 
tends to penetrate into the edible portions of some crops; that, due to 
its penetrating effect, no procedure has been developed which will 
completely remove residues or off-flavors resulting from its presence ; 
and that processing in many instances tends to accentuate the off- 
flavor. It was also testified that benzene hexachloride residues may 
remain in the soil for several years, and under certain conditions of 
continued application may tend to accumulate and produce off-flavors 
in subsequent and different crops grown on the same soil (59). 

The above illustrations present some examples of the hazards which 
may arise from the use of pesticides in or on foods. There are other 
pesticides presently in use or proposed for use whose safety has not 
been established. In some cases, toxicological and pharmacological 
studies have not been sufficient to ‘establish their safety as recom- 
mended for use. In other instances, no reliable practical methods of 
analvsis for the chemical or its breakdown products are available to 
determine the amount of harmful residue which may remain in or on 
the food. Obviously, such information is essential for the protection 
of both the public and the food processor and canner (60). 

One of the country’s larger food-processing companies, specializing 
in food for infants, pointed out that many of the insecticides were 
introduced solely on the basis of their insect-control efficiency. <A 
representative testified that it was costing this company at least 
$100,000 every year in attempting to keep pesticidal residues out of 
its food produc ts. He stated: 

Most of the difficulties with residues, which we have described, have been 
due to their general use before sufficient scientific information was available on 
residue stability, residue penetration, development of off-flavors in fresh or proc- 
essed foods, their accumulation in soils, their effect on the over-all insect popu- 
lation, or the development of resistance in certain species of insects. The dis- 
turbed ecological relationships, which have often destroyed beneficial predatory 
insects, have allowed the build-up of other insect pests, which could not be con- 
trolled by normal spray procedures; this, combined with the development of 
resistance to specific insecticides, has resulted in control programs which have 
caused the build-up of excessive residues in the hope of achieving control, and 
when this was unsuccessful, the hasty and often ill-advised use of new and more 
effective insecticides which had not yet been thoroughly tested. The net result 
has often been the creation of residue or off-flavor problems more serious than 
those arising from the use of the original insecticide (61) 

This was borne out by testimony from the former Commissioner of 
the Food and Drug Administration, who described the situation as 
follows: 

One of the disturbing things about the recent advance in insecticides, in the 
discovery of new insecticides, has been that a great many very potent and valu- 
able insecticides have been developed about which very little is known, either 
about their chronic or acute toxicity or about their fate after they are applied 
to food. In many cases we do not know whether the insecticide after application 
is absorbed into the body of the food, whether it is destroyed on weathering, 
whether it degenerates, perhaps, into some more toxie substance. There were 
even insecticides put out for which no chemical method of identification or 
analysis is known (62). 


Satisfactory analytical methods of residue analysis are presently 
not available for many commonly used pesticides, such as chlordane, 
toxaphene, aldrin, dieldrin, and heptachlor (63). 

A complicating factor in the evaluation of the use of pesticides is the 
tendency of some pesticides to accumulate in the soil, remaining there, 
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in some cases, for many vears, and contaminating other crops grown 
during that period (64). Thus, the use of chlordane in the soil or on 
growing crops may result in its presence in the soil, in a relatively un- 
changed form, for at least.a vear (65). There is evidence that because 
of the great persistence of the toxicity of DDT, and its relatively high 
toxicity to many crops on the mineral soils on which it has been tested, 
residues harmful to the soil may accumulate under some conditions of 
use inas short a period as 3 to 5 vears (66). Contamination, eengnee: 
able odors and off-flavors of many food crops have 


‘ 
i 


. resulted from 
pesticide penetration or its translocation from the soil to the plant (67 
Many pesticides have been released for use befor thus tvpe of 1torma- 


tion was available (68). 

There is one aspect of this importent problem which is encouraging. 
Some States have comprehensive laws and regulations dealing with the 
use of pesticides. The United States Department of Agricult 
United States Food and Drug Administration, and the United States 
Public Health Service are conducting vital experimental worl 
field. State agencies and universities and agricultural 
stations are also carrying on exhaustive research. And industry is 
spending large sums of money im attempting to develop newer and 
more effective pesticides which are harmless to the applier, 
and livestock, and to the consuming public. 
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V. Tue Use or Cuemicat Emecsiriers To Rep 


ACE Pe TPA Foop 
SUBSTANCES iN Bakep Goops 


Chemical emulsifiers, which have been discussed carlier, are being 
used in appreciable quantities, and have been emploved not only in 
commercial bread, but in cake, prepared cake mixes, ice cream, and 
many other foods. In most instances, the type of emulsifier is not 
indicated on the label of the food in which it is contained. Approxi- 
mately 10 million pounds of the chemical softeners are employed in 
food products cach year, at a cost to food manufacturers of several 
millions of dollars 

The commercial baking industry, with its production of bread, rolls, 
cakes, and other sweet goods, is a very important outlet for many 
agricultural produets in addition to wheat flour (69). There are no 
reliable statistics on the composition of commercial bread, on the 
amounts of shortening and other ingredients used in its production, 
or on the reduced use of any ingredients resulting from the employ- 
ment of chemical emulsifiers. Analyses of samples of bread provide 
data only on the composition of the samples “ ae time they are col- 
lected. Such surveys as have been reported a 
limited extent and value. 

Before the war, commercial bread bakers used an average of about 
4 pounds of shortening to each 100 pounds of flour. During the war. 
due to the short supply of fats and oils, bakers were restricted to not 
more than 2 pounds of shortening to each 100 pounds of flour used in 
the production of bread. Since the end of the war, the supply of fats 
and oils has again become plentiful, restrictions have been removed, 
and some bakers appear to be increasing the amount of shortening 


employed in bread production so that it approaches the higher prewar 
le vel. 


‘few in number and of 
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The Director of the Fats and Oils Branch, Production and Market- 
ing Administration, Department of Agriculture, testified that the 
only data available from a Government agency concerning the use of 
shortening in bread production was a study conducted by an official 
of the Food and Drug Administration of 421 samples of commercial 
bread collected from various sections of the country in 1949, which 
showed the total fat content to be about 4.8 percent of the weight of 
the flour. Since the fat naturally contained in white flour is about 1.5 
percent, the added fat level, according to the survey, would be about 
3.3 pereent of the weight of the flour. It was the opinion of this 
witness, and that of other witnesses, that the use of chemical emulsi- 
fiers permits a reduction of the amounts of shortening, milk products, 
and eggs which customarily have been employed in bread, rolls, 
cake, and other bakery products (70). The witness declared: 

The record of the bread-standards hearings contains evidence of distribution 
among bakers of advertising material advocating the replacement of fats, oils, 
eggs, and milk, by emulsifiers. The use of such products as components of food 
may work to the disadvantage of our farm economy by displacing farm products 
normally used. The record indicates that natural food constituents, such as 
fats and oils, probably will be reduced in many commercial bakery products if 
bakers are allowed to employ these emulsifiers (71). 

In order to obtain some information on this subject, your committee 
invited a limited number of bakers to provide data on their formulas 
and the actual amounts of ingredients used in one of the postwar 
years. Useful information was obtained from 22 wholesale baking 
companies, Whose total vearly production of white bread in 1948 or 
1949 amounted to more than 2,600,000,000 pounds, or roughly about 
one-fifth of the total bread production of the industry. 

Thirteen of these baking companies made 685,694,686 pounds of 
bread in 1 year, with 9,047,319 pounds of shortening, 9,996,593 
pounds of skim-milk solids, and 971,500 pounds of a commercial 
brand of polyoxyethylene monostearate as a chemical softening agent. 
The shortening employed, based on the flour used as 100 percent, was 
computed to be from 1.2 to 3 percent, with an average close to 2 
percent. Only 3 of those 13 companies used more than 2 percent 
shortening. 

A second group of nine large baking companies produced in 1 year 
2,005,013,823 pounds of bread, with 37,582,284 pounds of shortening 
and 40,778,508 pounds of skim-milk solids. No chemical emulsifiers 
of the polyoxyethylene monostearate type were used by this group of 
bakers. The shortening, which included some mono- and diglycerides 
of fat-forming fatty acids, averaged 2.79 percent, with a range of 
from 0.5 percent to 4.86 percent, based on the weight of the flour 
used. Percentagewise, the group of bakers who did not employ the 
chemical emulsifiers in bread production used an average of 41 percent 
more shortening, and 38 percent more skim-milk solids, than the 
group of bakers who used the chemical type of bread softener. 

When the polyoxyethylene monostearate type emulsifiers were first 
marketed to the baking industry.on a large seale in 1947, the price of 
shortening was high. Thirteen bakers at the bread hearings conducted 
by the Food and Drug Administration testified that salesmen for a 
few of the companies selling bread softeners bad informed them that 
the amount of shortening in their bread could be reduced by the use 
of polyoxyethylene monostearate. Most of these bakers reduced their 
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shortening about 50 percent when they started to use this surface- 
active agent (72). Some early advertisements of certain chemical 
softeners recommended the softeners as substitutes fer lard and 
shortening (73). 

Commercial cake manufacture accounts for a substantial propor- 
tion of the annual dollar sales of the baking industry. It also accounts 
for a large proportion of the total use of shortening and eee products 
by the industry. The use of emulsifiers permits a reducti ! 
amount of shortening used in commercial cake production 

There are no statistics concerning the effect of emulsifi 
amount of egg products used in commercial cake pr iol. 
ever, there was testimony that a reduction in the fat content will 


} 
‘ 


virtually require a reduction in the egg content (75). Historically, 
the first of the newer emulsifymg chemicals sold to cake bakers was 
offered as a substitute for eggs during the war when egys were scare 


A synthet: Ic vell WW dye could | v added to provide the color formerly 
obtainable through the use of eggs. The utilization of synthetic yell 
dye in commercial cake was practiced before the war. There are indi- 
cations that the use of artificial coloring matter is iner 
quantities of whole eggs or egg yolks are reduced in 
formulas. 

A single example may be cited of the changes in formula 
mercial laver cake made by one baking company. This company 
reported that in 1939 its batter for vellow layer cake was made by 
mixing the following ingredients, in the quantities indicated: sug: 
30 pounds; sirup, 2 pounds; flour, 30 pounds; frozen whole eggs, 15 
pounds; synthetic egg-color solution, three-cighth ounce; 
shortening, 10 pounds; nonfat dry-milk solids, 2 pounds 8 ounces; 
salt, 8 ounces; baking powder, 1 pound 8 ounces; flavoring, 


easea Whe 


} 
commercial cake 


Ol a COln- 


ul. 
1 
vegetable 


ts ounces; 
water, 25 pounds. In 1949, this same company made yellow layer 
cake batter according to the following formula: sugar, 40 
sirup, 4 pounds; flour, 42 pounds; starch, 5 ounces; frozen whole eges, 
g pounds; S\N nthetie ege color solution three -fourth ounce: 


i 


} 
pounds; 


vegetable 
shortening, 7 pounds; nonfat dry-milk solids, 4 pounds; salt, 1 4 
baking powder, | pound 14 ounces: flavoring, ¢ Wh PF 


iil iy, OVC OUNnCeS, WAtEr, S50 

pounds; synthetic emulsifier, 8 ounces in 2 pounds of water. On a 

percentage basis, the cake batter in 1939 contained 13 percent eggs, 

and 8.6 percent shortening. In 1949, the cake batter contained 6.2 

percent eggs, and 4.8 percent shortening, with somewhat less than 
> percent of sy nthetic emulsifier. 

The extent of the effect of the use of chemical emulsifiers upon thi 
market for wholesome agricultural products, such as shorten nd 
eggs, cannot be described with certainty. It is impossible, therefor 
to assess the economie impact of emulsifiers on the agricultural 
economy. It may be stated, however, that the a ailability of SV0- 
thetic emulsifiers and synthetic coloring matter simulating. the color 


of ece volk has been a deterrent to a more libe al use of shorts nine 
and eggs by the baking industry (76 


1) ’ 1% 


The provisions of the Federa ood Mr Q Cosmetic Aet co 
cerned with the labeling of food iwreaicnt i reg Ure 
closure of the ingredients or of their percentages or proportions. The 
statute provides that the labels of foods such as cakes and similar 
baked goods, for which a definition and standard of identity has not 
been prescribed by the Federal Security aa nistrator under section 
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401 of the act, must list the ingredients contained in such articles; 
it does not require the label to declare the perceitages or proportions 
of such ingredients. The labels of those foods, such as bread, for 
which a definition and standard of identity has been prescribed, are 
not required by the act to reveal either the names of the ingredients 
or their percentages or proportions. 


VI. INapEavacy or Present LEGISLATION 


It is generally agreed that pretesting of chemicals to insure their 
harmlessness before the ‘v find their way into the Nation’s food supply 
is a necessity if the public health is to be protected. The inadequacy 
of existing laws to furnish this safeguard is exemplified by the testi- 
mony of representatives of the United States Food aad Drug Adinin- 
istration that, of 704 chemicals employed im food use today, only 
428 are definitely known to be safe (77). 

With few exceptions, the witnesses who appeared before the com- 
mittee were of the view that existing laws dealing with the use of 
chemicals in the production and processing of food products are not 
adequate to protect the health of the consuming public. They testi- 
fied to the serious lack of scientific data concerning the harmlessness 
of products used in and on many common and basic foods, and agreed 
that careful pretesting by competent investigators would greatly 
minimize the public health hazard from this source. 

It is gratifying that important segments of the food industry have 

been in the forefront in advocating more comprehensive legislation 
so that the public may be better protected. Representatives of such 
organizations as the Beech-Nut Packing Co., General Mills, Inc., 
Pet Milk Co., Swift & Co., and others communicated to this com- 
mittee their concern regarding the inadequacy of existing law, and 
urged that remedial legislation be enacted. The general counsel for 
the Grocery Manufacturers of America summed up the problem as 
follows: 
{The Federal Food, Drug, and Cosmetic Act] is not effective to prevent unsafe 
chemical additions to food before its sale to consumers. For it only applies to 
food after its introduction into interstate commerce; it may only reach the injury 
to a consumer thus sought to be avoided, after it has occurred; and it does not 
require an indicated advance scientific determination whether a chemical addi- 
tion to food is safe, which alone can prevent that injury (78). 

Many qualified witnesses recommended that a section generally 
similar to the new drug section of the Federal Food, Drug, and Cos- 
metic Act be added to the statute. This would require that proof of 
safety of a proposed chemical additive be submitted to the Food and 
Drug Ac a pase eee before the chemical is permitted to be used in 
or on a food product (79). The former Commissioner of the Food and 
Drug Administ iotiot took the position, similar to the viewpoint 
advocated by many of the other witnesses before the committee, that: 

I firmly believe, gentlemen, that the publie interest and the interest of honest 
manufacturers require that an amendment to the food chapter of the law, quite 
comparable to the new drug section, be passed by the Congress. ; 

I fee] that no new chemical or no chemical that is subject to any question as to 
safety should be employed until its possible injurious effect, both on an acute and 
on a long-time chronic basis, has been shown to be nonexistent. In other words, 
any chemical that is proposed for use ought to be proved in advance of distribution 


in a food product to be utterly and completely without the possibility of human 
injury (80). 
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A number of witnesses suggested that an advisory board be ap- 
pointed to assist the Food and Drug Administration in determining 
the safety of a chemical proposed for use in a food (81 

The new drug section was enacted as a result of a considerable 
number of deaths resulting from the sale of untested drug products. 
One manufacturer, who wished to distribute sulfanilamide in liquid 
form, added diethylene glycol to the drug as a solvent. Diethylene 
glycol, which is the main ingredient in an antifreezing agent employed 
in refrigerating systems, is a deadly poison. Without testing the 
possible toxicity of the mixture, 240 gallons were put on the market. 
[ts use resulted in more than 100 deaths. Shortly thereafter, several 
deaths oceurred from a so-called cancer serum made from pieces of 
meat which had become contaminated with tetanus organisms (82 

This section prohibits the distribution of a new drug in interstate 
commerce unless the Federal Security Administrator is satisfied, on 
the basis of evidence submitted by the party sponsoring the use of 
the new drug and other available evidence, that it is safe for use as 
recommended in its labeling. Approximately 8,400 new drug appli- 
cations have been filed since 1938, of which about 5,850 have been 
approved. Almost all of the remaining 2,500 applications were found 
to be based on incomplete data or to pertain to products which were 
not in fact new drugs, or were voluntarily withdrawn by the manu- 
facturer after the Food and Drug Administration had determined 
that evidence of safety was insufficient. Only 11 applications were 
formally rejected, and only 1 such rejection resulted in an appeal by 
the manufacturer to a United States district court, which sustained the 
decision reached by the Government. 

The drug industry has welcomed this provision of the law, and has 
indicated satisfaction with its administration (S83). <A leading drug 
manufacturer has pointed out that, under the new drug section, the 
public has been given needed protection from irresponsible drug mar- 
keting without any hampering of free enterprise or drug discovery, 
and that a large majority of the industry would ‘‘recommend a head 
examination for any manufacturer who wanted to repeal the new 
drug provisions of the law at this late date.’ This manufacturer 
concluded: 

[t is true that most of the big-name, full-line houses—houses like Lilly, Upjohn, 
Squibb, Abbot, and Parke, Davis, for example—had long maintained rigorous 
manufacturing controls, high-quality standards, large-scale pharmacological and 
clinical testing of new products, and other standards which the new drug section 
compelled the whole industry to adopt. But there is ne indication that the law 
has wrought hardship on any company, large or small, except perhaps for its 
desirable discouragement of fly-by-nighters who might otherwise have exploited 
and possibly endangered the public. On the contrary, the law has profited the 
whole industry to the extent that the public, including the medical profession, 
now takes for granted the purity and quality of all drugs on the market and their 
safety when used in accordance with labeled instruction (84). 

At present there are no provisions in the food chapter of the Federal 
Food, Drug, and Cosmetic Act comparable to the new drug section. 
Section 402 (a) (1) declares a food to be adulterated if it bears or 
contains any poisonous or deleterious substance which may render it 
injurious to health. This provision places on the Government the 
burden of proving by a preponderance of the evidence, in a court of 
law, that a chemical added to food is harmful. In some instances, 
the Government does not possess the necessary proof of hazard, 
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although doubt as to safety may exist. In other instances, the 
Government secures the necessary proof, but only after injury has 
occurred. 

Thus, if a chemical is used on or incorporated into a food without 
adequate toxicity testing, as a practical matter the Government is 
frequently helpless and the consumer unprotected. If there is no 
evidence available as to the toxic nature of the substance, the Govern- 
ment cannot produce evidence in court to sustain its burden of proof. 
In such a situation, the Government may be compelled to undertake 
the burden of conducting chronic toxicity studies. Such experi- 
mental work may require years for completion. Meanwhile, the 
manufacturer may continue to market its product unmolested despite 
possible subtle damage to the health of the consumer. 

A comparable situation could not exist under the new drug section. 
If evidence of safety was not generally available for a product which 
a drug manufacturer proposed to market, it would be a “new drug.” 
The Federal Food, Drug, and Cosmetic Act defines a “new drug’’ as 
a drug “not generally recognized, among experts qualified by scientific 
training and experience to evaluate the safety of drugs, as safe for 
use under the conditions prescribed, recommended, or suggested in 
the labeling thereof.’ If such a product were shipped in interstate 
commerce, under existing law it could be seized wherever found and 
condemned in an appropriate United States district court. In a pro- 
ceeding of this character, the Government would be required to prove 
only that the drug is not generally recognized as being safe for use 
and that no new drug application is in effect for it. The Government 
would not have the burden of establishing that the product was unsafe. 

Under section 402 (a) (2) of the act, a food is deemed to be adulter- 
ated if it bears or contains any added poisonous or deleterious sub- 
stance which is unsafe within the meaning of section 406. The latter 
section provides: 
any poisonous 0 deleterious substance added to any food, except where such 
substance is required in the production thereof or cannot be avoided by good 
manufacturing practice, shall be deemed to be unsafe for purposes of the applica- 
tion of clause (2) of section 402 (a); but when such substance is so required or 
cannot be so avoided, the Administrator shall promulgate regulations limiting 
the quantity therein or thereon te such extent as he finds necessary for the pro- 
tection of public health, and any quantity exceeding the limits so fixed shall also 
be deemed to be unsafe for purposes of the application of clause (2) of section 
402 (a). 

The primary purpose of section 406 was to provide a means by 
which maximum residue tolerances on food could be established for 
needed pesticides so as to protect the public health. The Food and 
Drug Administration has completed hearings to establish tolerances 
on a large number of pesticides, and regulations are now being formu- 
lated. But the setting of tolerances does not give the Food and Drug 
Administration any advance control over the use of pesticides. Unless 
the manufacturer conducts adequate chronic toxicity tests for a new 
pesticide, the Government is powerless to afford the consumer an\ 
protection until it completes its own toxicity tests and conducts a 
formal public hearing for the purpose of issuing tolerance regulations. 
Both procedures consume more time than is consistent with efficient 
protection of the public health. 

The Federal Insecticide, Fungicide, and Rodenticide Act prohibits 
the adulteration and misbranding of pesticides sold in interstate 
commerce, and requires that a manufacturer of an economic poison 
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register it with the Secretary of Agriculture before distributing it in 
interstate commerce. When registering a pesticide, the manufacturer 
is required to submit a complete copy of the labeling accompanying 
the economic poison and a statement of all claims to be made for it, 
including the directions for use. If requested by the Secretary, the 
registrant must supply a full description of the tests made and the 
results thereof upon which such claims are based. The Secretary may 
also require the formula to be submitted. However, the act requires 
that the Secretary register an economic poison even though he is 
not satisfied with the data submitted, if the manufacturer insists that 
he do so. 

A representative of the Department of Agriculture testified that 
section 4 (a) (4) of that statute, which provides that the material filed 
in connection with the application for registration shall include, if 
requested, a full description of the tests made and the results thereof 
upon which the claims are based, 


* * does not sufficiently require that adequate tests be made and place the 
responsibility upon the applicant to prove the safety and effectiveness of his 
product. The law would be much stronger if the applicant was required, in those 
eases where the information was not otherwise available, to bear the burden of 
proof of the effectiveness and safety of his product for the uses intended \s a 
prerequisite to registration, he should be required to carry out adequate testing, 
both as to possible toxicity hazards and effectiveness, and inelude with the 


application a complete report of results of such tests (S85). 


In discussing the ‘‘registration under protest”? provision of the 
Insecticide Act, he pomted out: 


The provision for registration under protest has not, up to the present, caused 
difficulty insofar as toxie residues on foods are concerned However, it is quit 
conceivable that a manufacturer might desire to apply an economie poison on food 
crops it & lisage which Was not considered safe and «ae nand registratilolr nder 
protest, which would have to be granted. The law would be ronge f the 
provision for registration under protest were omitted and authority iver ) 
refuse registration unless it appeared to the Secretary that the composition of the 
article is such as to warrant the proposed claims for it and that the article S 
labeling and other material required to be submitted comply with the req 
ments of section 3 of the act. Sueh authority should. of course. |} properly 


safeguarded to prevent arbitrary or capricious action (86). 


Furthermore, the Insecticide Act does not require a manufacturer to 
furnish suitable methods of analvsis for determination of residues on 
the foed tavolved (87 Thus, while the Federal Food, Drug, and 
Cosmetic Act places upou the Food and Drug Administration the 
responsibility of safeguarding our food supply from poisonous and 
deleterious substances, aa tusecticide may be registered under the 
Insecticide Act, and enjoy widespread use, despite the fact that the 
Food and Drug Administration, as well as the vitally concerned food 
canner and distributor, may have no method of determining the 
quaatity of the economic poison which remains ta or on the food. 

Representatives of those who manufacture and sell pesticidal chemi- 
cals, and a number of entomologists, expressed the view that present 
legislation in this field is adequate to protect the public SS Several 
favored what one witness admitted could be described as “the human 
guinea pig approach.” This entomologist maintained that 


The really significant test is to feed a considerable amount of n: 





tarminated food to a numerous group of people, taking care to 
technique used in testing a new drug, that is, starting with verv smal ts 
and inereasing until some effect is noticed or it is reasonab! ertain that none 
will develop How can this be done? It is already being done in an unplanned 


wav with every new agricultural chemical (89 
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Some of these witnesses also took the position that if existing pesti- 
cide legislation were changed in any manner, the result would impose 
a serious burden upon the farmer (90). Representatives of the farmer, 
however, do not appear to share this concern. The legislative counsel 
for the National Grange, the oldest national farm organization in the 
United States, testified that the development of new chemicals for 
use in or on foods had intensified and created new problems, and that 
the grange believed that changes were required in existing legislation 
in order to deal with these problems (91). 

In commenting on the inadequacies of the Insecticide Act, the 
general counsel for the Grocery Manufacturers of America advised 
the committee: 

Now it is clear that this act is not an appropriate and adequate legislative 
remedy against the unsafe addition of a pesticidal residue on or in natural food 
which may be dangerous to the public health; for, in the first place, it is an 
economic law to aid the farmer rather than a health law to protect the consumer, 
and it is designed to regulate the agricultural use of poisonous pesticides in growing 
natural food which actually cause a toxic residue on or in it. In the second piace, 
this act does not expressly provide a due control of such a toxic residue, and it is 
so loosely drawn that a manufacturer of a poisonous pesticide may operate under 
it without scientifically making the advance residue determinations which are 
necessary to protect both the consuming public and an affeeted food manu- 
facturer, That must be so, because the public-heaith danger of a toxic pesticidal 
residue exists and has increased despite this act. And, in the third place, the 
unsafe addition of a pesticidal residue on or in natural food should be duly regu- 
lated by the FDC Act instead because it is our national food law to assure a safe 
use of food. That act now partly reg tlates » toxie pesticidal residue, 3 we have 
seen; and manifestiy it should comp ete that regulation, to the extent this is 
required for the protection of public health (92). 


Section 401 of the Federal Food, Drug, and Cosmetic Act authorizes 
the Federal Security Administrator to define and standardize foods for 
the purpose of promoting honesty and fair dealing in the interest of 
consumers. This empowers him to determine whether a chemical 
proposed for use in a standardized food has been demonstrated to be 
safe. Hearings conducted by the Food and Drug Administration 
leading to the issuance of regulations defining and standardizing 
foods have been unduly protracted at times, because of the submission 
and consideration of conflicting testimony on the safety for use of some 
proposed optional ingredient. It would seem preferable that food 
standardization hearings should not be devoted to that type of 
question, but rather to the economic factors implicit in the criterion 
of “honesty and fair dealing in the interest of consumers.’ A pro- 
vision in the food chapter of the statute generally similar to the new 
drug section would help to prevent these burdensome delays in the 
promulgation of food standards, 

More important is the fact that there are many food products on 
the market which are not, and may never be, standardized. The 
Administrator has no advance control over the use of chemicals in an 
unstandardized food. This differs from the situation which exists 
in the case of meat products. The Federal Meat Inspection Act requires 
that a meat packer who is subject to the statute, and wishes to use a 
chemical, must first obtain the approval of the Meat Inspection Service 
of the United States Department of Agriculture. He is required to 
show, among other things, that the proposed chemical is harmless, and 
the burden of proving its freedom from toxicity is on him. 

If, after reviewing the data submitted by the petitioner and all 
other available data, the Meat Inspection Service is convinced that the 


chen 
bee 

“em 
ind 
type 
chen 


of tl 


USE OF CHEMICALS IN FOODS AND COSMETICS 25 


chemical is safe, permission to use it is granted; otherwise, it may not 
be employed in meat products. It is anom: alous that certain chemical 

“emulsifiers” have not been permitted in such products but, as 
indicated, are widely used in many other foods. It is this general 
type of advance safety control exercised since 1906 over the use of 
chemicals in meat produce ts that was proposed for other foods by many 
of the witnesses. 


VII. Conciusions AND RECOMMENDATIONS 


The increasing use of chemical additives in the production, proces: 
sing, preservation, and packaging of food has created a serious public- 
health problem. The evidence presented reveals that existing 
Federal laws do not provide complete protection to the public against 
the addition of chemicals which may be unsafe. 

The strong recommendation of most of the witnesses before the 
committee was that no chemical should be permitted entry into the 
Nation’s food supply until its safety for use has been demonstrated 
beyond a reasonable doubt. A provision in the law to that effect 
would benefit the food and chemical industries as well as the consum- 
ing public (93). Thus, the Director of the Bureau of Nutrition of the 
Department of Health of New York City told the committee: 

I would think that the industry, meaning the chemical industry or food industry 
in general, would welcome an outside authority, a nonprejudiced outside authority, 
to pass judgment upon the adequacy of safety tests that responsible members of 
industry itself use before they apply it to food. Certainly the chemists and 
scientists in these organizations can be put under tremendous pressure by manage- 
ment and many of them, Iam sure, would welcome the final judgment of an outside 
source whether or not the addition of a new chemical may or may not constitute 
a health hazard (94). 

In the committee’s view, it is important that unnecessary obstacles 
to technological improvements in food production and processing not 
be created. It is believed that a “chemicals in food”? amendment to 
the Federal Food, Drug, and Cosmetic Act would not hamper scien- 
tific improvement in this field, but rather would stimulate research, 
aid in technological improvement, and redound to the benefit of the 
food and chemical industries. It is interesting to observe, in this 
connection, that the New Drug Section has given new impetus to 
pharmaceutical research, and new strength to the ties between drug 
manufacturers and medical research facilities outside the industry (95 

It is clear that before a chemical is used in or on a food, or as a food, 
it should be subjected to acute and chronic toxicity testing to insure, 
as far as possible, that the public health will not be endangered. It is 
not possible to delineate, in any legislation, the specific methods or 
conditions of testing which should be performed on any chemical or 
class of chemicals. The specific type and duration of tests necessary 
to insure the protection of the public health will vary, depending on 
the composition of the chemical and the food involved, the breakdown 
products of the chemical and food when brought into contact or 
intermingled, the metabolic fate of the chemical, the quantity of the 
chemical or related chemicals already found in the diet, and many 
other factors. For this reason, your committee recommends that 
legislation to cope with the chemicals in food problem should not 
attempt to specify the type and manner of pretesting which should 
be conducted. Rather, the legislation should provide that evidence 
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that the chemical is safe, and does not produce harmful chemical 
reactions, in the end food product, should be submitted to the Food 
and Drug Administration for clearance before the chemical is utilized. 


In any evaluation of the safety of any proposed chemical, the extent 


of the use of the chemical, or similar chemicals, in or on other foods, 
must be taken into consideration. 

It was suggested by some witnesses that any legislation should treat 
insecticides differently from chemicals which are added to a food 
product after harvesting. It was contended by these witnesses that 
insecticides are not deliberately added to foods as are most other chem- 
icals used for food purposes, and that the amount of the insecticide 
remaining on the food is not a constant one, as may be the situation 
in the case of other chemicals. However, insecticides, as well as 
other chemicals used in the production and processing of food pro- 
eee are deliberately rather than accidentally utilized to perform 

i specific function with regard to the food in question. It is true 
th at it is not customarily intended that insectic ides appear on the end 
food product, but under certain conditions, particularly when proper 
precautions are not taken, they may so appear, in greater or smaller 
quantity. It is little comfort to the consumer that the manufac- 
turer or applier did not intend that the insecticide remain on the 
food product, or at least not in such great quantity. 

It is essential that, before a pesticide is permitted to be used on a 
food, reliable methods of analysis for the quantitative determination 
of the chemical be available. Some insecticides were widely used 
before such information had been obtained, and insecticides are 
presently being employed for which such methods are not available. 
The importance of this requirement is obvious. If the quantity of 
-chemical in or on the food cannot be ascertained, it cannot be deter- 
mined whether or not any hazard is involved. However, only part 
of the question is answered when the quantity of the particular chemi- 
‘al in the diet is established. This information is meaningless unless 
the effect this quantity will have on the human body when ingested 
both for long and short periods of time, and by all segments of the 
population, is also known. The contimued high level of health and 
vitality of our Nation demands that both of these questions be an- 
swered regarding any alien material which may find its way, in any 
amount, into our food supply. 

Your committee recognizes the need for supplemental legislation 
which will provide more adequate protection to the public. While the 
committee is in agreement with the opinions expressed by many of the 
eminent witnesses who testified, that no chemical should be permitted 
in or on the Nation’s food products until its safety for the use for which 
it is employed has been demonstrated beyond a reasonable doubt, it 
also recognizes the necessity for the continued use of chemicals in 
sprays and other insecticides if the Nation is to be supplied with food. 
In the committee’s investigation, which included inspection of the 
facilities used in the production and processing of a number of the 
items contributing to the food supply of this Nation, it has been 
convinced that with proper care, and by taking reasonable precau- 
tions, it 1s possible to utilize the poisonous properties of such chemicals 
in destroying insects and controlling diseases which attack many 
crops, without endangering the he alth of the people who consume 
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_ these products. The committee does not beheve that an insecticide 
rood which can be used without danger to the consuming public, and with 
lized, benefit to the grower, should be kept from the market because of the 
xtent failure of a few to observe the recommended directions for use. 
foods, In conclusion, the evidence has convinced your committee that 
chemicals have been utilized in and on the food supply of the Nation 
treat without adequate and sufficient testing of their possible long-range 
food injurious effects; that the public is entitled to greater protection with 
— re spect Lo the foods 1 it must necessarily consume; and that such protec- 
acm-~ tion 1s not afforded by existing legislation, under which the Govern- 
Licide ment may take no ac tion until after the food has been placed upon the 
ation market and injury may have occurred. Your committee recommends, 
Il as therefore, that the Federal Food, Drug, and Cosmetic Act be amended 
pro- to require that chemicals e mploye ‘din or on foods be subjected to sub- 
form stantially the same safety requirements as now exist for new drugs and 
true meat products. Adequate provisions for a comprehensive judicial 
send review of administrative decisions should be included in such an 
‘oper amendment. 
aller Respectfully submitted, 
— James J. DeLANEY, New York, Chairman. 
” EK. H. Heprickx, West Virginia. 


Pau, C. Jones, Missouri. 


) : , 
8 A. L. Muinursr, Nebraska. 


ition ; eo lr 
Gorpon L. McDonouana, California. 
used 
ble. REFERENCES! 
ble. 1) Hearings, 1950—131. 
| of 2 Hearings, 1950—67. 
‘ter- 3) Hearings, 1950-—132. 
; 1) Hearings, 1950—46-50, 836. 
part 5) Hearings, part 3—1474. 
“ML- 6) Hearings, 1950—238, 640-641; hearings, part 1—325-326, 332-334, 346- 
less 348, 502; hearings, part 3—1339-1340, 1359-1364, 13866-1367, 1375. 
sted 7) Hearings, part 1—348. ; 
(8) Hearings, 1950—49-50, 180, 293-295, 348-349, 838-839, 844-845, 849 


the 












(9) Hearings, 1950—5, 34-35, 48. 
and 10) Hearings, 1950—8, 30, 49, 120. 
an- (11) Hearings, 1950—26-28, 49, 569-570. 
anv 12) Hearings, 1950—383-385; hearings, part 1—270, 332 
F (13) Hearings, 1950—23-24, 48, 514, 516, 638 
: (14) Hearings, 1950—11, 24-25, 49. 
Lon 15) Hearings, 1950—25-26, 48-49, 51. 
the 16) Hearings, 1950—19, 131, 479; Food Field Reporter, volume 20, No. 5, 
the March 10, 1952, page 14. 
{ id (17) Hearings, 1950—259, 441-442, 645. 
in c (18) Federal Register, volume 17, No. 96, p. 1459 
ich 19) Hearings, part 3—1304. 
. 16 20) Hearings, 1950—89, 162-165, 184-185, 258-263, 307-313, 319-323, 424-425, 
- in 427-440, 442-445, 448-453, 476-478, 839-840. 
od, | Citations are to re pre sentative refer nces, and are not intended to reflect all s ony All 
tl x reference citations indicate the committee hearing volume involved and th iw it volume. 
1 The designation “1950” refers to the 878-page volume of the hearing iM), entitled 
the ‘“‘Chemicals in Food Products, Hearings Before the Hous« mitt the Use of 
Chemicals in Food Products, EKighty-first Congress, Second 33] lhe designation ‘‘ Part 1” refers to 
een the 582-page volume of the hearings held during 1951, entitled ‘‘Chemicals in Food Products, Hearings 
Before the House Select Committee To Investigate the Use of Chemical ts. Fi I 
awu- Congress, First Session, Part 1."". The designation ‘‘ Part 2°’ refers t 
> > of the he airings held during 1951, entitled ‘‘Chemicals in Foods ar ) 
als Select Committee To Investiga he Use of Chen nicals in F ods and ¢ 
Ly First Session, Part 2.""’ The designation “‘ Part 3” refers to the volume 
. 1952, entitled ‘‘Chemicals in Foods and Cosmetics, Hea Befor 
yn 1 (ane 





me Investigate the Use of Chemicals in Foods and Cosmetics 








28 


(21) 
(22) 
(23) 
(24) 


(25) 
(26) 
(27) 
(28) 
(29) 
(30) 
(31) 
(32) 


(33) 
(34) 
(35) 
(36) 
(37) 


(38) 
(3) 
(40) 
(41 ) 
(42) 


(65) 
(66) 
(67) 
(68) 
(69) 
(70) 
(71) 
(72) 
(73) 
(74) 
(75) 
(76) 
(77) 
(78) 


(79) 





USE OF CHEMICALS IN FOODS AND COSMETICS 


Hearings, 1950—S839. 0 
Hearings, 1950—S838. g] 
Hearings, part 3—1303. 
Hearings, 1950—813-814; hearings, part 1-77-79, 418-419, 446, 453-454, S82 
$71. S3 
Hearings, part 1—418, 441-442, 445, 460-462, 466, 470. S4 
Hearings, part 1—78~-79, 458-459. 85) 
Hearings, part 1—462, 473-475; hearings, part 3—1435. 86) 
Hearings, part 1—412, 463, 474. 87 
Hearings, part 1—424, 432, 449-450, 459, 462; hearings, part 3—1435. SS) 
Hearings, part 1—77, 420, 462-468. BY 
Hearings, part 3—1289-1292. 90 
Hearings, part 1—83, 424, 432, 443; New York Times, June 26, 1952, pagi 1 
L31. 42 
Hearings, part 1—179. 93 
Hearings, 1950—34. 94 
Hearings, part 1—533. 95 


Hearings, 1950—837-838. 

Hearings, 1950—31; FDC Law Quarterly, volume 4, No. 2, June 1949, page 
233. 

Hearings, part 1—107. 


Hearings, 1950—31, 388; hearings, part 1—274-275. 
Hearings, 1950—31, 388; hearings, part 1—-274-275. 


Hearings, part 1—408, 520. 

Hearings, part 1—98-99, 103-104, 149-150, 220, 275, 532-533; hearings, 
part 2—666—668, 1015-1017. 

Hearings, part 1—405. 

Hearings, part 1—92. 

Hearings, part 1—104-105; hearings, part 2—1052. 

Hearings, part 1—217—220; hearings, part 2—941—943. 

Hearings, part 3—1383-1384. 

Hearings, part 2—932, 939-940, 949, 1052; hearings, part 3--1387—1389, 
1400-1402. 

Hearings, part 1—181, 367, 373; hearings, part 2—893.! 


) Hearings, 1950-50. 


Hearings, 1950—47, 389; hearings, part 1—275, 533, 542-543. 
Hearings, part 1—541—542; hearings, part 2—809-810, 816. 


) Hearings, part 2—595-597. 

) Hearings, 1950—408-—411. 

) Hearings, 1950—408. 

}) Hearings, part 2—600. 

7) Hearings, 1950—408, 568; hearings, part 1—277. 


a= 


Hearings, 1950—47; hearings, part 1—533. 


) Hearings, part 2—668-669; hearings, part 3—1390-—1392. 


Hearings, 1950—69-75, 386-387; hearings, part 1—185-187, 206; hearings, 
part 2—770; hearings, part 3—1389; New York Times, July 3, 1952, 
page C 37. 

Hearings, part 3—1394-1395. 

Hearings, 1950—34. 


3) Hearings, 1950—47, 837-838; hearings, part 3—1389. 


Hearings, part 2—728-729. 

Hearings, part 3—1393. 

Hearings, part 2—666-667, 727. 

Hearings, part 2—814—816; hearings, part 3—1390—-1393. 

Hearings, part 3—1393—1394. 

Hearings, 1950—418. 

Hearings, 1950—49, 183, 293-295, 848-849; hearings, part 1—130-138. 

Hearings, part 1—133. 

Hearings, 1950—631—633. 

Hearings, 1950-—846, 848. 

Hearings, 1950—294-295. 

Hearings, 1950—295. 

Hearings, 1950—839. 

Hearings, 1950—67, 130. 

Hearings, 1950—657-658. 

Hearings, 1950—12, 36, 50, 52-53, 110, 118, 150, 153, 159-160, 181, 231-232, 
235-236, 296, 320, 341, 415, 482-483, 495, 587, 597, 611, 643, 647, 656-661, 
845; hearings, part 1—2-3, 35-59, 220, 239, 344, 50; hearings, part 2—697, 
950; hearings, part 3—1308, 1381, 1407-1408, 1417, 1475. 


SO 
S1 


xo 


S3 
S4 
85 
RH 


S/ 


88) 


su 
40 
] 
Q? 
93 


O4 


USE OF 


Hearings, 1950 
Hearings, 1950 
356-357, 509; | 
Hearings, 1950 
Hearings, part 1 


Hearings, part 3 
Hearings, part | 
Hearings, part 1 
Hearings, part 1 
Hearings, 1950 
Hearings, part 1 
Hearings, 1950 
Hearings, part 1 
Hearings, 1950 
Hearings, 1950 
Hearings, part 3 
Hearings, 1950 


1305, 1716-171 


CHEMICALS IN FOODS AND 


36. 
233-234, 315, 444, 509, 754-755 


! 
earings, part 2—764, 822, 854, “Ft 


20-21, 345. 
234; hearings, part 3—1716 
1716. 
5dDR—-5SY 
ov. 


ae ree 
940-040. 


380; hearings, part 2—657, 853 
102-403; hearings, part 2—706 

369-370; hearings, part 2—S92 
354. 

659, 

156, 159; hearings, part 3—1407 
1303-1304. 

53-54, 111, 183; hearings, part 2 
‘ 


COSMETICS 


arinogs nart 


ile pal 


16-967 


Rig? 

SO}, SOS SN 
tS aut 
ty 4 ea 








ADDITIONAL VIEWS ON THE USE OF CHEMICALS, 
ESTROGENIC HORMONES, AND PESTICIDES IN THE 
PRODUCTION OF FOODS 


We have hesitated to state some additional views on this subject. 
Our views are not in disagreement with the full report. We agree 
with the full report and have signed it. We did feel that because of 
the importance of these three topics some additional thoughts in 
relation to chemicals, estrogenic hormones, and the use of pesticides 
in the production of foods would be in order. 


CHEMICALS IN FOODS 


The United States Food and Drug Administration reveals that there 
are now more than 700 chemicals used in some manner in the produc- 
tion of foods. This makes chemicals in foods a most important 
problem. Science has made great progress in the use of chemicals in 
foods. ‘There are some 276 of these 700 chemicals that are being used, 
although their safety in the production and processing of foods has 
not been established to the satisfaction of the Food and Drug Ad- 
ministration. To us this presents a serious problem. 

We believe that no chemical should be added in foods sold for 
human consumption until its safe addition has been adequately 
determined by appropriate scientific investigations. It does seem 
that the law should require the proper pretesting of any chemical to 
determine if it is harmful, before that chemical is added to the food 
supply. Unless this is done the consuming public is not being properly 
protected. The law of the land should safegus ard the public health. 
Food must be safe for human consumption. 

As we understand the present law, it does not require a pretesting 
of chemicals before their use in foods as it does for the use of drugs. 
While the act prohibits the addition of unsafe chemicals in foods, it 
does not set out in a clear way how this shall be done. The Adminis- 
tration writes certain definitions, composed in such a way as to exclude 
any unsafe additions. 

The present law is defective, because a violation may not be dis- 
closed until these foods have been sold or consumed in large quantities, 
The present enforcement under the law is a long procedure. The 
Government must prove the violation. In the meantime the con- 
sumer is left exposed to chemicals which might prove dangerous. The 
pretesting requirements should make certain that the addition of the 
chemical to the food is safe. The burden of proof as to the safety of 
the chemical should rest upon the industry. 

We do feel that the food industry has been diligent in 1 presenting 
foods which are safe, and they have carried on extensive experiments, 
cooperating with Government and health agencies to the end that 
the public will have proper protection. It is always the case, how- 
ever, that during the stress of economic competition short cuts are 
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frequently adopted which may put the consuming publie in danger of 
chemicals being used that are not properly pretested or safe. 

The law should be clarified and strengthe ned in order to protect 
the public from those concerns who seek short cuts in the production 
and processing of food that may be dangerous to the public. We are 
certain the food industry will cooperate 100 percent with Government 
agencies and the Congress in supplying an ever-increasing need for 
food which is safe for human consumption. 


ESTROGENIC HORMONES IN FOOD 


This is a new field. It may offer much hope in the production of 
meat. There are some dangers apparent which the public should 
understand. 

The importance of producing chickens with the aid of estrogen 
hormones is evidenced by the fact that more than 30 million chickens 
were treated with the hormone pellets last year. There are certain 
dangers which should be pointed out. The mink growers of Wisconsin 
and Illinois have a bill pending before Congress, asking for damages 
because they fed the heads of chickens to their mink; the chickens 
had been treated with the hormone pellet, the mink were sterile 
Does the Government owe these mink growers damages because they 
followed the advice of the Agriculture Department and fed the heads 
which had a residue of the estrogenic hormones in the flesh? 

In our opinion there has not been sufficient study to permit the 
indiscriminate use of estrogenic hormones in the production of meat. 
It seems quite possible that chickens and other meat which has been 
treated with the hormones should be so labeled when offered for sale 
to the public. ag are convinced that there are dangers in eating the 
heads of chickens, the livers, and other produc ts, because they might 
contain excessive aaa hormones which would be harmful. The 
individual cannot buy hormones without a prescription from a physi- 
cian. It is possible for chicken producers and others to buy these 
pellets without any restrictions from drug houses 

The problem requires more study. We would not want to place 
any blocks in the way of progress, because this brand new field may 
prove to be a valu: ible one when it comes to the produc tion of meat 
It may well reflect to the benefit of agriculture and the consuming 
public. It does seem that additional experiments need to be done 
before the green light is given to the widespread use of thes 
genic hormones. 


PESTICIDES 


More than 30,000 formulas have been registered with the Depart 
ment of Agriculture for use in the battle between man and insects 
The chemical industry has produced these new and powertal Insecti- 
cides to cope with the proble m of protecting the food s upply of the 
Nation. Many of these pesticides are extremely toxic. Ou 
is with the fact that the housewife frequently fails to realize that 
insecticides such as DDT, chlorodane, selenium. and many others 
in combinations, which can be bought over the counter. are dé adly 
poison and must be used with extreme caution. When these pesticides 
are used upon fruits and vegetables, these crops should be thoroughly 
washed before they are used. In fact we doubt \ 
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these new, powerful insecticides should be authorized for private 
home use on growing garden and fruit crops. 

There was a time when the widespread use of DDT was urged on 
dairy farms. Today we realize that DDT is stored up in the fat and 
iS @ poison. 

The commercial producers of these pesticides are doing an excellent 
job and are cooperating in every way with Government and health 
agencies in the protection of the public. The laws may be sufficient 
to protect food in interstate commerce. Much of the food used on the 
family table is produced in the garden at home. It is this important 
segment of food consumers which should be given every assistance and 
direction in the use of the many pesticides now available on the 
market. The careless, indiscriminate use may cause chronic illness to 
the family. We are convinced the public has not been properly alerted 
as to the dangers from the improper use of these pestic ‘ides. The 
individual may not die from their use, but he becomes ill; and there 
can be serious damage to the liver, kidney, and other vital organs. 
We believe the toxic insecticides, like chlorodane, selenium, and others 
of similar toxic nature, should not be offered to the public for use with- 
out proper controls. 

There are also certain sprays that the housewife uses around the 
house which are extremely toxic. The public often feels that because 
something can be bought over the counter it must be safe. There are 
many dangers connected with the improper use of sprays around the 
house. 

In presenting these additional views we do not want to be an alarm- 
ist, because in our opinion it would not be possible to produce the 
fruits and vegetables we now produce or to control insects unless some 
of the new and powerful insecticides were used. We believe tbe large 
industries which manufacture these insecticides and the food industry 
which must use the insecticides are using every effort possible and 
cooperating in every way with Government and public-health officials 
in seeing that no residue of the poison remains upon a food offered to 
the public for consumption. The great danger lies in the careless use 
of these sprays and insecticides by the general public upon their home 
garde ns. 

The general public needs more education and should be alerted at 
all times to the dangers when they are using some of these powerful 
new sprays and insecticides. 

A. L. Mier. 
Gorvon L. McDonoveu. 
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ADDITIONAL VIEWS OF CONGRESSMAN GORDON L. 
McDONOUGH 


The rigid requirements of the State of California to protect the 
public by requiring the label on all insecticides and pestic ides, to carr Vv 
the name of the poison and the amount, together with the antidote 
for such poison, and also the rigid inspection of fruits, vegetables, and 
flowers on which they are used, are recognized as one of the best 
State regulations to protect the public and the workmen engaged in 
the agricultural industry against serious industrial hazards. 


Gorpon L. McDonovuacu 
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MINORITY VIEWS 


It is with great reluctance that I find it necessary to write this 
minority report. I have tried to make my views and my position 
comple ‘tely clear not only to the counsel and staff of the Select Com- 
mittee To Investigate the Use of Chemicals in Foods and Cosmetics 
but also to the members of the committee. 

Subsequent to my original criticisms of the report of June 25, some 
changes were made in the proposed report. However, in my opinion 
the changes have been inconsequential and do not meet my objections. 

On Monday, June 30, 1952, I met with the counsel of the com- 
mittee, Mr. Kleinfeld and Mr. Gottleib, and two members of the 
committee in an attempt to point out some of the deficiencies in the 
report as revised. 

Since no agreement was reached, I feel it is my duty to make my 
views quite clear in a minority report. 

The whole essence of my objections to the report submitted to me 
by counsel for our committee is that the report is ‘alarmist’ in nature. 
It would, in my opinion, contribute to the difficulties of our producers 
of foodstuffs in the United States and yet add nothing of assurance 
to the consuming public. 

This is a matter of grave concern. 

Since 1946, according to the Food and Agriculture Organization 
of the United Nations, the world population has increased 12 percent, 
while world food production has increased but 9 percent. There is 
real foundation for the statement that actually man is breeding and 
eating himself out of house and home. There is real foundation for 
the FAO's estimate that half of the world’s 2,400,000,000 population 
exists on a near-starvation diet. It is in the light of these facts that 
| protest a nonconstructive approach to any discussion of the use 
of chemicals in foodstuffs at this time. 

Even in our own Nation, which is the best fed in the world, we face 
the possibility of a food shortage within the next 23 years. Today, 
on an estimated 462 million productive acres, we are feeding our popu- 
lation of 155 million. Yet, like the rest of the world, our population, 
too, is increasing at the rate of nearly 2! million persons a year. By 
the year 1975 our population by conservative estimates will be 190 
million persons. ‘To serve our consuming public with today’s menu 
will require an additional 115 million acres. 

Only some 45 million acres by conservative estimate appears possible 
as an increase through reclamation, drainage, and other processes. We 
stand the chance of being 70 million acres short of that required to 
feed our own population. To overcome this means that we must 
employ every safe advantage or benefit to be gained by science in the 
conservation or maintenance of our fertile acres in the proper use 
of every new soil-building and plant-food-producing chemical and 
in the wise and safe use of every conservative pesticide that will 
protect our crops in the future from the invasion of pests and insects. 

34 
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[ am convinced that the majority report as presently constituted 
adds nothing in this direction and therefore | cannot be a party to it. 
I feel very strongly that the report is reactionary and a deterrent to 
needed progress. 

While parts I and II of the report as submitted to me on June 25 and 
unchanged in later presentations are subject with one exception, 
later referred to in my conclusions, to my endorsement, I find part 
II to be fraught with inequities and inaccuracies. ‘To my mind, it 
does but little good to discuss, as is done in the beginning of part 11, 
seven chemicals which are by today’s legal procedures denied access 
to interstate commerce. Far better to have mentioned those seven 
chemicals by name and to have assured the consuming and producing 
public of the efficiencies of our tax-supported agencies which have 
succeeded in denying these chemicals the privilege of interstate 
commerce. 

And, again, in part TV, the report indicates that selenium may be 
used as an agricultural insecticide. Selenium has been registered by 
the Department of Agriculture under the Insecticide Act of 1947 for 
only one crop use and for use on ornamentals and certain greenhouse 
purposes. It has not been registered for use on any other food crop 
and its sale for use on any other food crop would be illegal and the 
product could he seized under existing lew Selenium is hot permitted 
on apples and the indirect reference to its use thereon is not ONLY 
unfair—it is destructive. 

It is one thing to raise an alarm; it is another thing to put out the fire. 

(gain, in the discussions of the use of chemical emulsifiers used in a 
wide range of foods, as it appears in part IIT and again ts enlarged 
upon in part V of the report, it should be borne in mind that the 
harmful toxicity of emulsifiers has never been proven 

The burden of testimony would lead one to the conclusion that thes 
are nontoxic and therefore any discussion of them ts economic rather 
than a question of the effect of the health of individuals 

With reference to the use of hormones in food production, 1 think 
it only fair to point out that in part lil the statement is made 


rors} 
a 


Mxamination showed that 60 percent of the sampled eC! ontained portions 
of unabsorbed stilbestrol pellets in areas of the neck wt would rema with 
the consumer after normal severing of the head from the carcass. Prompt legal 
action followed, and approximately 50,000 pou d f stilbestre reated chickens 
were seized and condemned, [Italics mine.] 


1 call vour attention to the word “condemned.” 

Actually this statement appears to be based upon the testimony of 
Charles A. Herrmann, chief, New York district, United States Food 
and Drug Administration, New York, N. Y., testifving before the 
select committee on January 14. Mr. Herrmann testified on page 
1291 of part 3 of the hearings, as follows: 


Altogether, we took seizure action against 135 lots, aggregating 792 crates, or 
60,000 pounds, with a wholesale value of app ' y 825.000 | zed 
lots originated with seven different shippers respectively in Man N Hamp- 
shire, Connecticut, North Carolina, and Pennsylvania ' 

Following seizure, claims were filed in each instanee, and, in eondemnation 
decrees protected by adequate bond, Ssaivagze Was permitt i naer tie mmiediate 
supervision of an inspector of the Food and Drug Administration | lvage 
consisted of the removal of the entire necks at the houlders and further ¢ scer 
ation of each bird. The neeks so removed were denat {1 with Lysol ar rit i 
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to a fat-rendering plant. On completion of this process the edible portion of the 
bird was released for the market. [Italics mine.] 


The basis of my minority report is that adequate legal processes 
are already in existence for the full protection of the consuming public. 

Again, despite the fact that the Food and Drug Administration in 
this instance permitted these seized birds to reach the market, the 
committee is expected to recommend: ‘“The committee is of the 
opinion that poultry or other animals which have been chemically 
treated be labeled so as to reveal that fact, and that resthurants serving 
such chemically treated food be required to advise customers to that 
effect.” 

It seems to me that before legislation requiring this be entered into 
that the full import of all the facts be had. Certainly a conclusion 
upon which to base such a recommendation is not borne out by the 
testimony before the select committee. Nor would such a recom- 
mendation protect the consumer. No more cumbersome a regulation 
could be imagined. 

Regarding pesticides, I have no disagreement with the general 
remarks of the report until the paragraph in the report beginning: 

In 1948 the Council on Foods and Nutrition of the American Medical Associa- 
tion declared that the appearance of the new insecticides had created a danger: 
that there was an appalling lack of factual data concerning the effect of these sub- 
stances when ingested with food; and that the chronic toxicity to man of most of 
the newer insecticides was entirely unexplored. Subsequently, on January 28, 
1950, the Council on Foods and Nutrition issued a statement which declared in 
part: 

“The introduction of numerous synthetic organic pesticides offers promise for 
increasing the Nation’s food supply and improving health through the control of 
insects and other pests. Past experience, however, indicates that poisons cannot 
be used safely on food crops without the development of certain fundamental 
knowledge concerning the poisons. What these materials will do to pests and 
food crops and to workers who handle them must be known, and there must be 
developed, also, a knowledge of what these materials will do to warm-blooded 
animals and man when small amounts of residue are incorporated in their foods. 
Furthermore, practical methods of analysis should be available to permit identi- 
fication and measurement of residues that may persist on or in consumer products. 
Such essential information is undeveloped for many of the agricultural poisons 
now in use,”’ 

This paragraph, a quotation from a 1950 report, no longer is com- 
pletely true because of additional information now available. This 
lack of specific knowledge regarding the effects of these chemicals on 
pests, food crops, and the consumer early was recognized by the 
Department of Agriculture and the Public Health Service. Both of 
these agencies have been working intensely on this problem with the 
result that today we do know a great deal about what these chemicals 
do to pests, something regarding their effects on crops, and consid- 
erable about the fate and toxicity in man. Moreover, we now have 
practical methods of analysis for most of these chemicals. 

The Public Health Service for years has been studving the toxic 
effects of many of these chemicals on man. Recently their studies on 
the toxicity of pesticides at Wenatchee, Wash., Savannah, Ga., and 
in the various Public Health Service hospitals have failed to show a 
single case of chronic poisoning due to residue of pesticides chemicals 
in foods. As new pesticides are developed, much research is needed 
to establish their toxicity for man and the Public Health Service should 
be adequately supported in these essential studies. 
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The following was read by counsel when he was interviewing Dr. 
Fred Bishop of the Bureau of Entomology, United States Department 
of Agriculture: 

The Couneil on Foods and Nutrition of the American Medical Association is 
acutely aware of the toxicological problems presented by the rapid introduction 
of synthetic organie pesticides and herbicides. The chemical contamination of 
foods with residues of these substances is but a part of the broader problem 
created by their wide use, for in addition to the danger from ingestion, the effects 
of inhalation and skin absorption must be determined. 

The problem is created by the great number of new pesticides on the market. 
The appearance of these is creating an increasing volume of inquiries at association 
headquarters. That danger exists is evidenced by the appalling lack of factual 
data concerning the effect of these substances when ingested with food. The 
ehronie toxicity to man of most of the newer insecticides is entirely unexplored. 
In fact, the majority are so new that their limitations and even their full scope of 
usefulness have not been established. 


The counsel for the committee following the reading of the quotation 
asked Dr. Bishop: 

Do you agree with that statement, sir? 

Dr. Bishop replied: 

I believe that is an editorial and a generalized statement, and I cannot agree 
with it. ‘‘Entirely unexplored,” I don’t believe that anybody else would agree 
with that either. I am rather surprised that a statement would appear in that 
journal as sweeping as that. 

I feel that, by their very nature, pesticides should be considered 
separate from other chemical additives for the following reasons: 

1. Pesticides are necessary and must be used to produce food prod- 
ucts and to protect the public health. Their use is from necessity and 
not by choice. These chemicals are present in varying and minute 
amounts. 

2. Pesticides are already controlled by a legislative pattern consist- 
ing of Federal and State laws and regulations thereunder. These 
laws are the Federal Insecticide, Fungicide, and Rodenticide Act of 
1947, the Food, Drug, and Cosmetic Act of 1938, State laws in 39 
States which in general follow the pattern of the Federal Act of 1947. 

The Federal Insecticide, Fungicide, and Rodenticide Act of 1947 
requires that before a pesticide can be shipped in interstate commerce, 
it must be accepted for registration by the United States Department 
of Agriculture. Registration depends upon a showing that the 
preduct is both safe and efficacious for the purposes for which it is to 
be sold. Supporting data must be made available to the Department 
before registration is granted. Lack of data will result in a refusal to 
register. The type of supporting data depending upon the claims 
made consist of: entomological efficiency, pathological toxicity, 
residue at harvest, acute and chronic toxicity data, data showing effect 
on soils, data showing effect on taste and flavor. The solicitor for the 
Department of Agriculture has ruled that under the Federal Insecti- 
cide, Fungicide, and Rodenticide Act of 1947, necessary data can be 
required before registration to show that the material is not only 
efficacious for the uses recommended but that it is safe when used as 
directed to the spray operator and to the consuming public. 

The Food, Drug, and Cosmetic Act directs the Federal Security 
Administrator to limit, by regulation, the quantity of added poisonous 
and deleterious materials, including pesticides, which remain on any 
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food “to such extent as he finds necessary for the protection of public 
health.” 

Standard procedure under existing laws before a product is registered 
is that the United States Department of Agriculture consults with the 
Food and Drug Administration and the United States Public Health 
Service. Both of these agencies are fully informed before a product 
can be sold in interstate commerce and the product is not accepted 
for registration if, in the opinion of any one of those agencies, it would 
be detrimental to the public health. 

Under the State laws, similar controls and authority can be exercised 
at the State level. 

Continued investigation of all phases of the product such as en- 
tomological efficiency, pathological toxicity, flavor and taste, effects 
on soil are continued by the industry, by the United States Depart- 
ment of Agriculture, Bureau of E ntomology and Plant Quarantine, 
Bureau of Plant Industry, State land-grant colleges, the United 
States Public Health Service, Food and Drug ieee. and the 
Fish and Wildlife Service. The claims under which the material is 
registered are reviewed at regular intervals by the Department of 
Agriculture in the light of any new research data. 

It is common practice in the fresh fruit and vegetable industry to 
wash products after harvest before shipment. This is because the 
Food and Drug Administration polices all shipments in interstate 
commerce. This applies to practically every fresh fruit and vegetable. 
Investment in washing machinery is one of the heaviest capital items 
in the fresh fruit and vegetable producing, packing, and shipping 
business. Use of such equipment insures the re sat eat: of spray residue. 
In addition, washing fresh fruits and vegetables in preparation for 
retail sale is a growing practice. Thus, washing at both wholesale 
and retail levels affords protection against the presence of toxic 
residues. Authority now exists under Federal and State laws to bar 
from commerce any fresh fruit and vegetable product containing toxic 
residues which might be injurious to health. 

In California, for example, under standards set by State law, 2,363 
samples of produce were analyzed in 1949 and only 110 were found 
to contain spray residue in excess of State tolerances. Of course, it 
should be borne in mind that “tolerances”? always err in favor of 
assurances to the consumer. In 1950, 2,842 samples were analyzed 
and 103 were found to contain overtolerance amounts; however, the 
averages and circumstances involved in these cases did not warrant 
filing criminal complaints. California imports some fruits and vege- 
tables from other States and countries. Analyses of fruits from 
Oregon, Washington, and Idaho, and of vegetables from Florida, 
Texas, Arizona, and Mexico during 1950, did not reveal any dele- 
terious residues in excess of legal tolerances. 

The chemical industry, in developing a new pesticide, first screens 
thousands of chemicals to determine their biological efficiency. If 
one of the chemicals shows promise, research is started on its efficacy 
for pest control and toxicological research is immediately started to 
determine its practicability for use. The toxicological and biological 
research is started by the producing company. When promise is 
shown, work is expanded in cooperation with private research insti- 
tutions, the United States Department of Agriculture, and land-grant 
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colleges. The Food and Drug Administration and the oe States 
Public Health Service are consulted. A recent survey of the industry 
shows that the cost of research before a product can be aaa red for 
sale ranges from $200,000 to $400,000. 

The Food, Drug, and Cosmetic Act of 1938 has given the Food and 
Drug Administration full authority to protect the public from an, 
residue hazards from the use of pesticides through the establishment 
of tolerances. Since 1938 only one official tolerance has been estal 


lished, menage f on fluorine. In spite of the fact that tolerance hearings 
have been held on all of the principal 9 sticides at which 25,000 page 

of technical data on residues and toxic! V wert presented, the residue 
tolerance hearings were closed on Se vi mber 15, 1950, nearly 2 years 
ago, but no tolerances have yet been issued. Data upon every one of 
the pesticides referred to in section IV of the committee report were 
included. The control called for does not await new legislation but 


administrative action according to the existing law. 

In the light of these facts, it seems — to me to state in part Il 
that there are 276 chemicals being used in foods today, the saf ty o] 
which has not been established. 

This point is again referred to in part VI of the committee report 
as a basis for new legislation. I feel that the public is entitled to 
the exact status of the situation. 

If any of these are pesticides, why have the regulations pros ided 
for in existing law not been forthcoming in this period of time? As 
not few (as indicated on p. 20 of the committee's report) but many 
witnesses testified, we should look to better use of authority already 
provided before concluding that additional eres is needed or 
could be wisely exercised if granted. In this light the total import 
of part VI of the report is in contradiction with the burden of testi- 
mony from witnesses closest to the subject. 

In the finel analysis we must design: ate to some responsible Govern- 
ment agency the determination of that which is or is not deleterious 
to the public health. We must recognize existing facilities which 
allow for the licensing of pesticides. Then, having r arrived at that 
point, we must designate the policing agency to maintain a protective 
procedure so that our consuming public may be assured that what 
they consume is safe. 

In the Public Health Service, the Department of Agriculture, and 
the Food and Drug Administration we have responsible agencies. 
Failure on the part of Congress to recognize their abilities to contribute 
to orderly progress is ae of omission we must avoid. Failure in 
this committee’s report to point out, al ever\ Luin, the vood work of 
these agencies can leave but a negative conclusion with everyone. 

We need faith in Government. We need both a feeling of security 
and encouragement in the hearts of our producers. We should assure 
the security of the consumer. Our Government is doing that. Let 
us admit it. 

Watt Horan 


O 
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Juniy 5, 1952.—Committed to the Committee of the Whole Hou yi the St 


of the Unio and ordered to be pr 


Mr. ABerNetuHy, from the Select Committee To Investigate tl} 


ile 


Use of Chemicals in Foods and Cosmetics, submitted the following 


MINORITY REPORT 


I concur in the minority views submitted by my colleague, Hon 
Walt Horan, which are as follows: 

The whole essence of my objections to the report submitted to me 
by counsel for our committee is that the report is ‘“‘alarmist’’ in nature. 
It would, in my opinion, contribute to the difficulties of our producers 
of foodstuffs in the United States and yet add nothing of assurance to 
the consuming public. 

This is a matter of grave concern. 

Since 1946, aceording to the Food and Agriculture Organization of 
the United Nations, the world population has increased 12 percent, 
while world food production has increased but 9 percent. There is 
real foundation for the statement that actually man is breeding and 
eating himself out of house and home. There is real foundation for 
the FAQO’s estimate that half of the world’s 2,400,000,000 population 
exists on a near-starvation diet. It is in the light of these facts that 
J protest a nonconstructive approach to any discussion of the use of 
chemicals in foodstuffs at this time. 

Even in our own Nation which is the best fed in the world, we face 
the possibility of a food shortage within the next 23 years. Today 
on an estimated 462 million productive acres, we are feeding our 
population of 155 million. Yet, like the rest of the world, our popula- 
tion, too, is increasing at the rate of nearly 2!) million persons a vear. 
By the vear 1975, our population by conservative estimates wilk be 
190 million persons. To serve our consuming public with today’s 
menu, Will require an additional 115 million acres. 
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Only some 45 million acres by conservative estimates appears 
possible as an increase through reclamation, drainage, and other 
processes. We stand the chance of being 70 million acres short of 
that required to feed our own populs ition. To overcome this means 
that we must employ every safe advantage or benefit to be gained by 
science in the conservation or maintenance of our fertile acres in 
the proper use of every new soil-building and _ plant-food-producing 
chemical and in the wise and safe use of every conservative pesticide 
that will protect our crops in the future from the invasion of pests and 
insects. 

I am convinced that the majority report as presently constituted 
adds nothing in this direction and therefore | cannot be a party to it. 
I feel very strongly that the report is reactionary and a deterrent to 
needed progress 

While parts I and II of the report as submitted to me on June 25 
and unchanged in later presentations are subject with one exception, 
later referred to in my conclusions, to my endorsement, I find p: ” It] 
to be fraught with inequities and inaccuracies. To my mind, it does 
but little good to discuss, as is done in the beginning of a ILI, 
seven chemica!s which are by today’s legal procedures denied access 
to interstate commerce. Far better to have mentioned those seven 
chemicals by name and to have assured the consuming and producing 
public of the efficiencies of our tax-supported agencies which have 
succeeded in denying these chemicals the privilege of interstate 
commerce. 

And, again, in part IV, the report indicates that selenium may be 
used as an agricultural insecticide. Selenium has been registered by 
the Department of Agriculture under the Insecticide Act of 1947 for 
only one crop use and for use on ornamentals and certain greenhouse 
purposes. It has not been registered for use on any other food crop 
and its sale for use on any other food crop would be illegal and the 
product could be seized under existing law. Selenium is not permitted 
on apples and the indirect reference to their use thereon is not only 
unfair—it is destructive. 

It is one thing to raise an alarm; it is another thing to put out the 
fire. 

Again, in the discussions of the use of chemical emulsifiers used in a 
wide range = foods, as it appears in part LIL and again is enlarged upon 
in part V of the report, it should be borne in mind that the harmful 
toxicity of eesindin rs has never been ‘proven. 

The burden of testimony would lead one to the conclusion that they 
are nontoxic and therefore any discussion of them is economic rather 
than a question of the effect of the health of individuals. 

With reference to the use of hormones in food production, I think 
it only fair to point out that in part III the statement is made: 


’ 


Examination showed that 60 percent of the sampled chickens contained porti>ns 
of unabsorbed stilbestrol pellets in areas of the neck which would remain with 
the consumer after n rma severing of the head fr m the carcass. Prompt lecal 
action followed, and approximately 50, 090 pounds of stilbestrol treated-chickens 
were seized and condemned. melts alics mine.] 


I call your attention to the word “condemned.” 

Actually this statement appears to be based upon the testimony of 
Charles A. Herrmann, chief, New York district, United States Food 
and Drug Administration, New York, N. Y., testifying before the 
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select committee on January 14. Mr. Herrmann testified on page 
1291 of part 3 of the hearings, as follows: 


Altogether, we took seizur tion against 13 lots, rrecating 792 crates, or 
60,090 pounds, Vi ith a dace icanie Vi aa » Ol 25. 000 ‘ | 
originated with seven different shippr rs, respectively, in Maine, New Hampshire 
Connecticut, Nerth Carolina, and Pennsylvania 

Following seizure, clain were filed in each inst ‘e, and in cond ation 
dec protected ad ! hond. s 
sup vision ot a inspector of he Food _e 
co Is rd ¢ the removal of e entire ner at 1 f 
tion of ch bir if eCVCKS 7 d It } | } 
to a fat-renderineg plant. On completion o ] } ; 
bird was released for the market. [Italics mine.] 


The basis of my minority report 1 s that adequate legal processes 
are already in existence for the full ier ction of the consuming public. 

Again, despite the fact that the Food and Drug Administration in 
this instance permitted these seized birds to reach the market, the 
committee Is expected to Parente: “The committee is of the 
opinion that poultry or other animals which have been chemically 
treated be labeled so as to reveal that fact, and that restaurants 
serving such chemically treated food be required to advise customers 
to that effect.” 

It seems to me that before legislation requiring this be entered into 
that the full import of all the facts be had. Certainly a conclusion 
upon which to base such a recommendation is not ponDe out by the 
testimony before the select committee. Nor would such a recom- 
mendation protect the consumer. No more cumbersome a regulation 
could be imagined. 

Regarding pesticides, I have no disagreement with the genera! re- 
marks of the report until 


“7 


the paragraph in the report beginning: 


In 1948 the council on foods and nutrition of the Ameriean Medical A clatl 


- { lt 
declared that the appearance of the new insecti had created a danger; that 
there cea aenaas tne Setar ia tual dat Cel t of the sta s 
when ingeste 1 with food and that t e chron ON] ! ot? ) { 1 er 
insecticides was entirely unexplored. Subsequent on January 28, 1950, ( 
council on foods and nutrition issued a statement which declared in part 

‘The introduction of numerous svntheti ) Poy ; for 
increasing the Nation’s food supply and improving hrough the control of 
insects at 1 other pests. Past experience, however il ates that poisor annot 
be used safely on food erops wv ith out the development of certain fundamental 
knowledge concerning the poisor What these materials will do to pests and 
food crops and to wor ani who band them must be known, and there must be 
developed, also, a knowledge of what these materials will do to warm-blooded 
animals and man when small amounts of residue are incorporated heir foods. 
Furthermore, practical methods of analvsis should be available to permit identifi- 
cation and measurement of residues that mav persist on or in consumer products 


Such essential information is undeveloped for many of the agricultural poisons now 
In use, 

This paragraph, a quotation from a 1950 report, no longer is com- 
pletely true because of additional information now available. This 
lack of specific knowledge regarding the effects of these chemicals on 
pests, food crops, and the consumer, early was recognized by the 
Department of Agriculture and the Public Health Service. Both of 
these agencies have been working intensely on this problem with the 
result that today we do know a great deal about what these chemicals 
do to pests, something regarding their effects on crops and consider- 
able about the fate and toxicity in man. Moreover, we now have 
practical methods of analysis for most of these chemicals. 
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The Public Health Service for years has been studying the toxic 
effects of many of these chemicals on man. Recently their studies on 
the toxicity of pesticides at Wenatchee, Wash., Savannah, Ga., and in 
the various Public Health Service hospitals have failed to show a single 
case of chronic poisoning due to residue of pesticides chemicals in foods. 
As new pesticides are developed, much research is needed to establish 
their toxicity for man and the Public Health Service should be ade- 
quately supported in these essential studies. 

The following was read by counsel when he was interviewing Dr. 
Fred Bishop of the Bureau of Entomology, United States Department 
of Agriculture: 





The council on foods and nutrition of the \ssociation Is 
acutely aware of the toxicological problems pres ntroduction o 
anvthetie organic pesticides and herbicides ntal ition of 
foods with residues of these substances is but a part of the broader problem 
created by their wide use, for in addition to the danger from ingestion, the effects 
of inhalation and skin absorption must be determin 

The problem is created by the great nui f new pesticide n the market 





The appearance of these is creating an increasing volume of inquiries at associa- 
} } . \ ' 
h 





tion headquarters That exists is evidenced by the appalling lack of 
factual data concerning thi ( if e sul inces whet gested h food 
The chronic toxici to mig ost ver eticicde entirely unex 
» rea ] tact. t maio re SO ew hat t itat ma ‘. heir full 


fr ‘ } . +2 } 
scope of usefulness have not been established. 


The counsel for the committee following the reading of the quota- 
. . . . { 
tion asked Dr. Bishop, “Do you agree with that statement, sir? 
Dr. Bishop replied: 
i i 


I believe that is an editorial and a generalized uiement, and I cannot agree 
Entire ne ored,”’ I don’t ehneve tNnat al vd eis would ag 
with that either. I am rather surprised that a statement would appear in that 
nal as sweeping as that 


[ feel that, by their very nature, pesticides should be considered 
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The type of supporting data depending upon the claims made consist 


of: Entomological efficiency, pathological toxicity, residue at harvest, 
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t on 
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determine its practicability for use. The toxicological and biological 
research is started by the producing company. When promise is 
shown, work is expanded in cooperation with private research institu- 
tions, the United States Department of Agriculture, and land-grant 
colleges. The Food and Drug Administration and the United States 
Public Health Service are consulted. A recent survey of the in- 
dustry shows that the cost of research before a product can be reg- 
istered for sale ranges from $200,000 to $500,000. 

The Food, Drug and Cosmetic Act of 1938 has given the Food and 
Drug Administration full authority to protect the public from any 
residue hazards from the use of pesticides through the establishment 
of tolerances. Since 1938 only one official tolerance has been estab- 
lished, namely on fluorine. In spite of the fact that tolerance hearings 
have been held on all of the principal pesticides at which 25,000 
pages of technical data on residues and toxicity were presented, the 
residue tolerance hearings were closed on September 15, 1950, nearly 
2 years ago, but no tolerances have yet been issued. Data upon 
every one of the pesticides referred to in section IV of the committee 
report was included. The control called for does not await new 
legislation but administrative action according to the existing law. 

In the light of these facts, it seems unfair to me to state in part I] 
that there are 276 chemicals being used in foods today, the safety of 
which has not been established. 

This point is again referred to in part VI of the committee report 
as a basis for new legislation. I feel that the public is entitled to the 
exact status of the situation. 

lf any of these are pesticides, why have the regulations provided 
for in existing law not been forthcoming in this period of time? As 
not few (as indicated on p. 20 of the committee’s report), but many 
witnesses testified, we should look to better use of authority already 
provided before concluding that additional authority is needed or 
could be wisely exercised if granted. In this light the total import 
of part VI of the report is in contradiction with the burden of testi- 
mony from witnesses closest to the subject. 

In the final analysis we must designate to some responsible Govern- 
ment agency the determination of that which is or is not deleterious 
to the public health. We must recognize existing facilities which 
allow for the licensing of pesticides. Then, having arrived at that 
point, we must designate the policing agency to maintain a protective 
procedure so that our consuming public may be assured that what 
thev consume is safe. 

In the Public Health Service, the Department of Agriculture and 
the Food and Drug Administration we have responsible agencies. 
Failure, on the part of Congress, to recognize their abilities to con- 
tribute to orderly progress is a sin of omission we must avoid. Failure, 
in this committee’s report, to point out, at every turn, the good work 
of these agencies, can leave but a negative conclusion with everyone. 

We need faith in government. We need both a feeling of security 
and encouragement in the hearts of our producers. We should assure 
the security of the consumer. Our Government is doing that. Let 
us admit it. 


Tuos. G. ABERNETHY. 


© 
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PROVIDING FOR THE CONVEYANCE BY THE UNITED 
STATES TO FULTON COUNTY, A POLITICAL SUBDIVI- 
SION OF GEORGIA, OF CERTAIN LAND IN SAID COUNTY 


JUNE 30, 1952.—Committed to the Committee of the WI 


of the Union and ordered to be printed 


Mr. THornperry, from the Committee on Interstate and Foreign 


Commerce, submitted the following 


REPORT 
[To accompany H. R. 8272 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 8272) to provide for the conveyance by the 
United States to Fulton County, a political subdivision of Georgia, 
of certain lands in said county, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 


UNITED STratTes DEPARTMENT OF COMMERCE, 
THE SECRETARY OF COMMERCE, 
Wa hingion, June 30 
Hon. RospertT CRosseEr, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. ( 


i 
1952, requesting the views of the Department of Commerce on H. R. 8272, a bill 
to provide for the conveyance by the United States to Fulton County, a political 
subdivision of Georgia, of certain land in said county 


This bill would authorize and direct the Secretary of Commerce to convey a 
strip of land approximately 88 feet wide, running across property owned by the 


DrAR CONGRESSMAN CRossER: This is in response to your letter of June 20, 


United States, upon which are located warehouses used by the Civil Aeronautics 
Administration. The land is required by the county (which includes the city 
of Atlanta) for the completion of a highway which will bypass the main business 
section of the city. The road has been practically completed except for a short 
section of approximately one-fourth mile, which includes the strip of land described 
in the bill. Since the highway is not a Federal-aid project, the right-of-way 
cannot be conveyed under the Federal Highway Act. 

The tract which would be conveved under this bill includes parts of existing 
buildings and facilities. The bill authorizes the Secretary of Commerce to require 
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as a condition of the conveyance that the county arrange for the relocation or re- 
construction of the affected structures and for the performance of such ocher terms 
and conditions as may be desirable. 

Since this land is required by Fulton County for what appears to be a necessary 
highway project, and since the bill would grant sufficient discretion to the Secre- 
tary of Commerce to adequately protect the interests of the United States, the 
Department of Commerce has no objection to the enactment of H. R. 8272 

We are advised by the Bureau of the Budget that the Bureau has no objection 
to the presentation of this report. 

Sincerely yours, 
Tuos. W. Davis, 
Acting Secretary of Commerce. 


Oo 
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PROHIBITING THE TRANSPORTATION OF LETHAL MUNI- 
TIONS IN INTERSTATE OR FOREIGN COMMERCE 


June 80, 1952.—Referred to the House Calendar and ordere i to be printed 


Mr. Harris, from the Committee on Interstate and Foreign Com- 
meree, submitted the following 


REPORT 
[To accompany Ss. 1429] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1429) to prohibit the transportation in interstate 

foreign commerce of lethal munitions except when movement is 
arranged for, or on behalf of, the United States of America or an in- 
strumentality thereof, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

The amendment is as follows: 

Page 2, line 15, section 3 is amended to read as follows: 


Sec. 3. The transportation in interstate te or foreign commerce of lethal munitions 
is prohibited except when the movement is arranged by, or on behalf of, the 
United States of America or an instrumental thereof: Provided, however, That 


this Act shall not apply to the transportation ‘of articles procured by the Depart 
ment of the Army, Navy, or Air Force for transfer on a grant or an ab 
basis pursuant to any foreign-assistance program authorized | Dy the Cor 

The purpose of this bill is to prohibit the transportation in inter- 
state or foreign commerce of lethal munitions except when the move- 
ment is arranged for, or on behalf of, the United States of America or 
an instrumentality thereof. 

This bill is intended to protect citizens against the hazards of trans- 
portation of the most dangerous type of war munitions. At the 
present time when those munitions are made for private profit the 
public is not afforded the benefit of the rigorous inspection and process 
control exercised by our ordnance services when war munitions are 
manufactured for the use of our own Armed Forces 

Although it is unlikely that we shall ever know the cause of the 
terrible explosion which took place at South Amboy, N. J., in May 
1950 (everyone involved in the loading operation was killed), it is 
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entirely possible that it would not have occurred had this legislation 
been on the statute books. While it is true that the explosives 
involved in the South Amboy disaster consisted in part of 1,800 eases 
of dynamite destined for delivery to a private irrigation project. in 
Afghanistan, the grim fact remains that the great bulk of the ex- 
plosives were war munitions, namely, 8,000 cases of antitank mines 
and 1,000 cases of antipersonnel mines manufactured in the United 
States, without any control or inspection whatsoever by our ordnance 
services, for shipment to a foreign country. 

Furthermore, your committee believes that this legislation will 
effectively forestall the development in this country of a private 
munitions industry organized to sell munitions to foreign countries 
or to any foreign agency or faction that will buy them. The com- 
panies that have engaged in this business in the past have had a sordid 
history. Still fresh in our minds are the shocking facts disclosed 
several vears ago by the Special Senate Committee on Investigation 
of the Munitions Industry. These companies that engaged in the 
business of selling lethal munitions to foreign interests have been an 
unmitigated nuisance to the Army and Navy in peacetime and worth- 
less to those Departments as war contractors. They are un-American 
in concept and a potential source of friction with friendly countries. 

Your committee is reliably informed that at least one European 
armament firm is considering the establishment of a plant in the 
United States to manufacture weapons of war. It is believed that 
this legislation, if enacted into law, will prevent the establishment 
in this country of a foreign-owned or foreign-controlled munitions 
industry which undoubtedly would engage in the unsavory business 
of selling its death-dealing products on the international market to 
anyone with cash on the barrel head. 

Concern has been expressed by some of the Government agencies 
to whom the bill was submitted for comment that the definition of 
‘Jethal munitions’? contained in section 2 might be construed to 
prohibit the interstate transportation of explosives or explosive 
devices intended for legitimate civilian use, such as ammunition 
intended for use by police or hunters, or commercial explosives, such 
as dynamite, which are used in the clearing of lands, in the mining 
industry, and in construction operations. Therefore, the Senate com- 
mittee has amended the bill and rewritten section 2 to meet these 
objections. The new definition of “lethal munitions” follows closely 
the definition suggested by Senator Ecton, author of the bill, and it 
meets with the approval of the Department of Defense. 

Your committee knows of no objection to this legislation. The 
Department of the Army, speaking for the Department of Defense, 
including the Munitions Board, states that it is in complete accord 
with the purpose of the bill, and the Treasury Department, which rep- 
resents the views of the United States Coast Guard, advises your 
committee that it is in accord with the objectives of the proposed 
legislation. 

Reports from those two agencies and from various other agencies 
to whom the bill was submitted for comment are set forth in full below 
for the information of the House. This legislation bas the approval 
of the Bureau of the Budget. 

Your committee has amended the bill as suggested by the Secretary 
of the Army under date of June 23, 1952. 








PROHIBIT TRANSPORTATION OF LETHAL MUNITIONS 


ad 


UNITED States DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 
Washington, D. C., January 5, 1952 
Hon. Epwin C. JOHNSON, 

Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

My* Dear Senator Jounson: Reference is made to your letter of May 4, 
1951, asking for the comments of this Department on 8. 1429, a bill to prohibit 
the transportation in interstate or foreign commerce of lethal munitions except 
when movement is arranged for, or on behalf of, the United States of America 
or an instrumentality thereof. 

In the opinion of this Department, S. 1429, if enacted would restrict and in 
many cases prevent the distribution of explosives required for mining, construc- 
tion, and other activities of vital importance to the national economy and welfare. 
As defined in section 2, the term “lethal munitions” appears to cover all types of 
blasting powders and other explosives used in the mineral industries, as well as 
the ammunition, shells, mines, rockets, and other matériel specifically included. 
None of these lethal munitions could be shipped in interstate commerce except 
when the movement is arranged for, or on behalf of, the United States. This 
then would prohibit manufacturers and dealers from shipping blasting powders 
and explosives to consumers who lived beyond the boundaries of the State in 
which the manufacturer or dealer was located. Similar interference would also 
arise with respect to interstate shipments of ammonium nitrate, which is used in 
peacetime principally as a fertilizer. In view of its wartime use as an explosive 
Ingredient, as weil as the serious explosions which have occurred in recent years, 
this material appears to be within the class of lethal munitions. Such a strict 
law seems quite unnecessary in times of peace, and if constitutional, it would work 
severe hardships on private industry. 

In the event of war when more stringent measures are necessary for control of 
explosives generally, there is existing legislation which becomes operative upon a 
declaration of war, This is the Federal Explosives Act of December 26, 1941 (55 
Stat. 863; 50 U.S. C., sees. 121-143), as amended, which, among other things 


regulates the distribution of all tvpes of explosives. This act may also be invoked 
upon the issuance by the President of a proclamation declaring that there exists a 
national emergency requiring the application of the provisions of the act to provide 
for the national defense and security. Such a proclamation has not been issued 
in connection with the present emergencs 

In the circumstances, I do not recommend the enactment of S. 1429 In all 
events the words ‘‘or adapted” should be deleted in line 7, page 1 of the measure. 


The Bureau of the Budget has advised that it has no objection to the presenta- 
tion of this report to vour committee. 
Sincerely vours, 
or Oscar L. 


> 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., June 23, 1952 
Hon. Rorerr Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. CuarremMan: Reference is made to vour request for the views of the 
Department of Defense with respect to S. 1429, Kighty-second Congress, a bill to 
prohibit the transportation in interstate or foreign commerce of lethal munitions 
except where movement is arranged for, or on behalf of, the United States of 
America or an instrumentality thereof, which passed the Senate on February 25, 
1952. The Secretary of Defense has delegated to the Department of the Army 
the responsibility for expressing the views of the Department of Defense thereon. 

The Department of the Army, on behalf of the Department of Defense, has no 
objection to the purposes to which this bill is directed, since it in substance reflects 
the views expressed bv the Secretary of the Army in a letter to Senator Johnson, 
chairman, Committee on Interstate and Foreign Commerce, United States 
Senate, dated August 17, 1951. Since that time, however, the Department of 
Defense has determined, from further study, that an additional amendment 
should be made to the introduced bill in order that it will not interfere with or 
impair the successful prosecution of congressionally approved foreign mutual 
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assistance policy as established by the Mutual Security Aet. The development 
of plans for international defense requires an expeditious flow of military supplies 
and equipment not only to the United States forces but also to the forces of those 
countries with which we are joined in a common defense effort. As stated here- 
inabove, Congress has recognized the necessity for mutual military assistance 
and is aware that a large proportion of the lethal munitions upon which our allies 
are dependent is being produced and shipped from industrial facilities within this 
country. 

For the above-stated reasons, it is felt that section 3 of S. 1429 should be further 
amended so as to prevent any possibility of restriction upon the production and 
movement of the arms which are so desperately needed by the free countries of 
the world and for which Congress is appropriating large sums of public funds. 
The Department of Defense therefore has no objection to the favorable con- 
sideration of this bill, if section 3 is amended as follows: 

“Sec. 5. The transdortation in interstate or foreign commerce of lethal muni- 
tions is prohibited except when the miovement is arranged by, or on behalf of, the 
United States of America or an instrumentality thereof: Provided, however, That 
this Act shall not apply to the transportation of articles procurred by the Depart- 
ment of the Army, Navy, or Air Force for transfer on a grant or reimbursable 
basis pursuant to any foreign assistance program authorized by the Congress.” 

This amendment would not affect the principal intent of S. 1429 which is to 
require additional safety measures which would assist in preventing disastrous 
munition explosisions but would enable the Department of Defense and the 
Mutual Security Agency more expeditiously to carry out their assigned portions 
of the foreign assistance prograins. 

Fnactment of this bill will result in no foreseeable expenditure of publie funds. 

This report has been coordinated among the departments and boards in the 
Department of Defense in accordance with procedures prescribed by the Secre- 
tarv of Defense. 

The Bureau of the Budget has been consulted and advises that there is no 
objection to the submission of this report for the consideration of the Congress. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 


TREASURY DEPARTMENT, 
Washington, June 20, 1952. 
Hon. Rospert CrosseEr, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuHarrMan: Further reference is made to your request for the 
views of the Treasury Department on 8. 1429, to prohibit the transportation in 
interstate or foreign commerce of lethal munitions except when movement. is 
arranged for, or on behalf of, the United States of America or an instrumentality 
thereof, 

The proposed legislation would exclude from interstate or foreign commerce 
all lethal munitions except when the movement is arranged for, or on behalf of, 
the United States of America or an instrumentality thereof. The term “‘lethal 
munitions” would include all articles, implements, or devices which (1) consist 
of or contain explosive, combustible, or toxic substances, (2) are used in warfare 
or training therefor, and (3) are designed or adapted to cause destruction of per- 
sonnel, equipment, or facilities. The proposed legislation would not prohibit the 
transportation in interstate or foreign commerce of small arms ammunition of 
types normally used for hunting; ammunition for use of State or municipal police 
forces; pyrotechnic devices for signaling, display, or illumination; or explosive, 
combustible, or toxic materials designed and intended for commercial use in agri- 
culture, mining, or industry generally. 

The Treasury Department would have no objection to enactment. of the bill. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 


Joun 8S. GRAHAM, 
Acting Secretary of the Treasury. 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 


Washington April 1, 1952 
Hon. Ropert Crosser, 


Chairman, Committee on Interstate and Foreign Commerce 
House of Representatives, Washington, D. C. 

™ My Dear Mr. CuarrMan: This is in response to your request for t} 

the Department of Justice relative to the bill (S. 1429) to prohibit the tre 

tion in interstate or foreign commerce of lethal munitions except ) 

ment is arranged for, or on behalf of, the United States of America or at 
mentality thereof. 

The term “lethal munitions’’ is defined in the bill to me 


(ix * 


’ 


an: 

all projectiles [sic] and propelling charges therefor of a caliber of 
at least twenty millimeters, land and naval mines, aircraft bombs, naval torped 
military rockets (whether free or guided), atomic weapons, hand and rifle grenades, 
when containing explosive, combustible, or toxic substances, or when designed 
to contain such substances, and all other articles, implements, or devices which 
(1) consist of or contain explosive, combustible, or toxie substances, (2) are used 
in warfare or training therefor, and (3) are designed or adapted to cause destruc- 
tion of personnel, equipment, or facilities; except small arms ammunition of types 
normally used for hunting or sporting use, ammunition of any type for the use of 
State or municipal police forces, pyrotechnic devices for signaling, display, or 
illumination, and explosive, combustible, or toxic materials, or devices containing 
explosive, combustible, or toxic materials, designed and intended for commercial 
use in agriculture, mining, or industry generally.” 

The measure seems adequate to accomplish its obvious purpose and the Depart- 
ment of Justice finds no objection to its enactment. 
t The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 

Sincerely, 

A. Devitt VANECH, 
Deputy Attorney General. 





INTERSTATE COMMERCE COMMISSION, 
Washington 245 pril 16, 1952, 
Hon. Rorert CROSSER, 
Chairman, Committee on Interstate and Fore n Cimon 


Flouse of Representatives, Washington, D. C 
My Dear CHAIRMAN Crosser: Your letter of February 28, 1952, addressed 


to 
the Chairman of the Commission and requesting comments on 8S. 1429, to pro- 
hibit the transportation in interstate or foreign commerce of lethal munitions ex- 
cept when movement is arranged for, or on behalf of, the United States of America 
or an instrumentality thereof, which was passed by the Senate on February 25, 
1952, has been referred to our legislative committee \fter careful considera- 
tion by that committee, I am authorized to submit the following comments in its 


behalf: 


S. 1429 would prohibit the transportation in interstate or foreign commerce of 
lethal munitions except when the movement is arranged for, or on behalf of, the 
United States of America or an instrumentality thereof. Exceptions from this 
prohibition are provided in the case of explosives or explosive devices intended 
for legitimate civilian use. 

By the Transportation of Explosives Act (U.S. C., title 18, sec. 835), it is the 
duty of the Interstate Commerce Commission to “formulate regulations for the 
safe transportation within the limits of the jurisdiction of the United States of 
explosives and other dangerous articles, including flammable liquids, flammable 
solids, oxidizing materials, corrosive liquids, compressed gases, and poisonous 
substances, which shall be binding upon all common carriers engaged in inter 
state or foreign commerce which transport explosives or other dangerous articles 
by land, and upon all shippers making shipments of explosives or other dangerous 
articles via any common carrier engaged in interstate or foreign commerce by 
land or water.”’ 

Since section 4 of the proposed act states that its provisions shall not affect 
other requirements of Federal or State law or regulations issued pursuant thereto, 
it is assumed that the “explosives regulations” administered by this Commission 
will not be affected. As stated in the Senate report, S. 1429 is intended to protect 


citizens against the hazards of transportation of the most dangerous type of war 
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munitions. We are not informed as to whether the conditions affecting*the 
manufacture of munitions makes it desirable that the transportation thereof in 
interstate or foreign commerce be prohibited ‘‘except when the movement is 
arranged for, or on behalf of, the United States of America or an instrumentality 
thereof,” and are therefore not in a position to express a helpful opinion with 
respect to the merits of the proposed act. 
Respectfully submitted. 
WaLTerR M. W. Sperawn, 
Chairman, Leaqislative Committee. 
CuaRuEs D. MAHAFFTIE. 
Joun L. RoceErs. 


DEPARTMENT OF STATE, 
Washington, April 16, 1952. 
Hon. Ropertr CROSSER, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

My Dear Mr. Crosser: I refer to your letter of February 28, 1952, trans- 
mitting for the comment of the Department of State a copy of 8. 1429, a bill to 
prohibit the transportation in interstate or foreign commerce of lethal munitions 
except when movement is arranged for, or on behalf of, the United States of 
America or an instrumentality thereof. The receipt of vour letter was acknowl- 
edged by the Department’s letter of March 3, 1952. 

The Department notes that, in introducing this bill initially on August 11, 
1950, Senator Ecton explained that its object was ‘‘to protect innocent citizens 
against recurrence of another disaster like the recent one at South Ambov, N. J.” 
(Congressional Record, August 11, 1950, No. 159, p. 12465.) 

The Department is fully in accord with, and heartily endorses, Senator Ecton’s 
objective as noted above. It is recommended, however, that the following 
amendment be made to section 3 of the bill: 

“The transportation in interstate or foreign commerce of lethal munitions is 
prohibited except when the movement is arranged for, or on behalf of, the United 
States of America or an instrumentality thereof and provided that this Act shall 
not apply to the transportation of articles procured by the Department of the 
Army, Navy, or Air Force for transfer on a grant or reimbursable basis pursuant 
to any foreign-assistance program authorized by Congress.”’ 

As you know, title to material transferred on a reimbursable basis pursuant to 
section 408 (e) of the Mutual Defense Assistance Act of 1949, as amended, passes 
to the recipient e>suntry while such material is still in the United States. Title 
to certain of the material transferred to foreign governments as grant aid also 
passes when the goods are loaded aboard ship in United States seaports. These 
goods are all procured by agencies of the Department of Defense and are manu- 
factured and prepared for shipment in accordance with the same safeguards as 
apply to armaments procured for the United States armed services. The Depart- 
ment believes the proposed amendment to section 3 is necessary to permit the 
continuance of these arrangements regarding passage of title and will not in any 
way compromise the objectives of the bill as stated by Senator Ecton. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Jack K. McFatt, 
Assistant Secretary 
For the Seeretary of State). 


pi 
YU 
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JUNI 30, 1952. Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


Mr. Kern, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 
{To accompany H. J. Re 2 | 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the J nt resolution (H. J. Res. 218) to provide for mtensified 
research into the causes, hazards, and effects of air pollution, into 

; ; 
ii l 


methods for its prevention and control, and for recovery of critical 
naterials from atmospheric contamimanhts, and for othe purposes, 
having held hearings and considered the same, report favorably thereon 
with amendments and recommend that the joimt resolution do pass 

The amendments are as follow: 

Page 2, line 6, strike out “and” and insert after t 
, and the Secretary of Agriculture”’ 

Page 3, line 4, strike out “and to’, insert a comma after the wor 
‘Service’, and on line 5 after the word “Interior” msert ‘and to the 
Department of Agriculture” 

Page 3, line 8, strike out the words ‘“‘and the’’, insert a comma afte 
the word “Interior’, and on line 9 after the word ‘‘General’’ insert 
“and the Secretary of Agriculture’. 


1 é¢6é 4 , 
Ww WOrd Interior 
& 


‘ 


Page 2. line 19, strike out the word “and”, and after the word 
“Tnterior’ add “and the Secretary of Agricult FS 

Page 1, line 1, strike out the ‘and’, tasert a comma after the word 
“Tnterior’, and on line 2 after the word “‘Serviee” add “, and the 


Secretary of Agriculture”. 


PURPOSI 


This resolution recites the need for mtensiiled research into the 
eauses of air pollution, authorizes and directs the Surgeon General, 
the Secretary of the Interior, and the Secretary of Agriculture to in- 
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tensify their respective activities within the scope of their existing 
authority with respect to the conduct of research investigation, exper- 
iments, demonstrations, and the publication and dissemination of 
information through appropriate media relating to the causes and 
effects and means of prevention and control of air pollution. 

It authorizes appropriation of such money as may be required and 
requires a report each vear to the Congress. 

The following letters were received from the Department of Interior 
and the Federal Security Agency: 


FEDERAL SEcuriIry AGENCY, 
Washington, May 25, 1951. 
Hon. ROBERT CROSSER, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CHatrMAN: This letter is in response to your requests of January 5, 
March 23, April 6, and April 7, 1951, respectively, for reports on House Joint 
tesolution 38, House Joint Resolution 218, H. R. 3536, and H. R. 3538, joint 
resolutions and bills to provide for research into the problem of air pollution. 

House Joint Resolution 38, H. R. 3536, and H. R. 3538 are substantially 
identical with House Joint Resolution 416 and House Joint Resolution 441, 
Kightv-first Congress, on which we reported favorably to your committee on May 
16, 1950. 

House Joint Resolution 218 broadens the approach of those earlier joint 
resolutions in that it would provide for intensified activities in the field of air 
pollution, within the scope of their statutory authority, by both the Surgeon 
General of the Public Health Service and the Secretary of the Interior. This 
joint approach recognizes that the pollution of the air, which is known to cause 
serious damage to the health of the Nation, results primarily from the dissipation 
of fuels and mineral products into the atmosphere by wasteful industrial processes 
and methods. 

It would direct a realistic attack to be made upon the problem by combined 
effort over a 5-year period to discover the causes and immediate and long-range 
effects of air pollution and the best means for its prevention and control, and for 
the conservation or recovery of the strategic materials being lost at the present 
time. While acknowledging the health hazards and the need for conservation of 
resources to deserve paramount consideration, the joint resolution also takes into 
consideration other Federal interests, and the State and local responsibility for 
the problem, by providing for the Secretary of the Interior and the Surgeon Gen- 
eral to cooperate with all public and private bodies with a view to aiding the 
States and local agencies in discharging their responsibilities. 

The limitation of the intensified research program to a period of 5 years should, 
in our opinion, allow sufficient time to determine many of the specific chronic and 
acute toxic effects of air pollution on health and to arrive at feasible methods for 
their control. The progress being made toward this end, and the current needs 
of the problem, would be yearly reexamined by the Congress under a provision of 
the joint resolution which calls for an annual report and recommendations by the 
Surgeon General, reporting through the Federal Security Administrator, and the 
Secretary of the Interior. 

We therefore recommend that the Congress take the necessary action to 
accomplish the basic objective of these joint resolutions and bills for air-pollution 
research, and we respectfully recommend the provisions of House Joint Resolution 
218. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely vours, 
Joun L. Tuursron, 
Acting Administrator. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETAI 
Washi qlor . dD. 5c. 1) l oo 19 
Hon. Rorertr Crosser, 
Chairman, Committee on Interstate and Foreiqn Commerce 
House of Representatives, Washington, D.C. 

My Dear Mr. Crosser: Reference is made to your requests for reports fro 
this Department on House Joint Resolution 218, H. R. 3536, and H. R. 3538 
respectively. 

House Joint Resolution 218 is a joint resolution to provide for intensifie 


research into the causes, hazards, and effects of air pollution, into methods for its 
prevention and control and for recovery of critical materials from atmospheric 
contaminants, and for other purposes. It relates to research on air pollution by 


the Secretary of the Interior and the Surgeon General of the Public Health Service 
on a cooperative basis. 

H. R. 3536 and H. R. 3588 are identical bills to provide for research into the 
health hazards of air pollution, and for other purposes. They 
General of the Public Health Service to engage in research on air pollution. 

These three measures would add nothing of substance to the authority already 
vested in the Secretary of the Interior and the Surgeon General to perform researc! 





on air pollution. Their only novel features are that House Joint Resolution 218 
requires annual reports to Congress and an intensification of research over the 
next 5 years, while H. R. 3536 and H. R. 3538 emphasize the desirability of dis- 


covering specific engineering preventive and control measures for air pollution 
and require the research program to be completed within 3 years 

It is the general policy of this Department to make an adverse report on meas 
ures introduced in Congress which propose no substantive change in the law but 
simply purport to endorse or authorize specific activities already covered by gen- 
eral legislation, although some exceptions to this policy have been made in connec- 
tion with matters or programs of major public consequences and 
scope, such as the synthetic-liquid-fuels program and the Navajo-Hopi rehabilita- 
tion program. The subject of air pollution is undoubtedly impor 
Congress wisbes to enact measures of this sort 4s al in-to-date ¢ xpression of its 
thinking on the importance and desirability of intensified research in air pollu 
tion, we suggest that House Joint Resolution 218 is preferable to H. R. 3536 and 
H. R. 3538 and in any event, urge that the latter bills not be enacted 

The problem of atmospheric pollution has become increasingly serious. Indus- 
trial production during the last decade has grown tremendously. The expansion 
of plants and the development of new industrial communities have been accom- 
panied by increasing discharge of smoke, fumes, and industrial wastes in the vicinity 
of populous communities. Surveys last year indicate that smoke damage alone 
cost more than 1% billion dollars. 

Because of this mounting econeern over the problem of atmospheric pollution 
President Truman addressed a letter on December 10, 1949, to the Secretary o 
the Interior requesting him to organize an interdepartmental committee to cal 
the first United States Technical Conference on Air Pollution. In his letter the 
President stated: 

“The contamination of the atmosphere and its potential adverse effects on 
health, industry, agriculture, and natural resources are causing wide concern. 
The agencies of the Federal Government are being called upon to assist private, 
State, and municipal interests in finding a solution of air-pollition problems 

The United States Technical Conference on Air Pollution was held in Washing- 
ton on May 3, 4, and 5, 1950, and was attended by over 750 outstanding scientists 
and representatives of universities, private industries, cities, and Federal, State, 
and local governments from the United States, Great Britain, Canada, and 
the Netherlands. Some 95 papers were presented before 7 panel meetings 
covering the health, meteorological, equipment, legislative, agricultura n- 
strumentation, and chemical aspects of the problem The Conference urged 
proposals that the Federal Government help in the solution of air-p 
problems. 

This Conference was, in fact, an outgrowth of the many vears of research which 
the Bureau of Mines of this Department has conducted on the problems of air 
pollution. The Bureau of Mines has frequently been called upon by State and 
local governments, and by private industry, for assistance in preventing atmos- 
pheric pollution. It has an established Office of Air Pollution and a staff of scien- 
tists and engineers with special qualifications, training, and experience in dealing 
with this problem. The Bureau of Mines is now participating in a coordinated 
program designed to solve the difficult air-pollution problems of the county 
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Los Angeles and the city of Beaumont, Tex., and its laboratories are working 
on processes to eliminate sulfur dioxide fumes from mine waste piles and to prevent 
acid from entering streams adjacent to coal mines. About 50 information cir- 
culars, reports of investigations, and bulletins have been published by the Bureau 
on matters relating to atmospheric pollution. These activities and the problems 
arising from them have long been recognized as being within the peculiar province 
of the Bureau of Mines, since practically al! air pollution results from the burning 
of fuels, the smelting of ores, the refining of petroleum, the operation of internal- 
combustion engines, the mining and processing of fuels and building materials, 
and related activities. 

House Joint Resolution 218 provides a realistic approach for the solution of 
this important problem of air pollution by directing intensified activity on a 
cooperative basis in the field of air pollution by the Secretary of the Interior 
and the Surgeon General of the Public Health Service. It recognizes that such 
a joint approach is essential to deal with air pollution because its serious effects 
upon the Nation’s health stem primarily from wasteful industrial processes and 
methods which dissipate fuels and mineral products into the atmosphere. The 
resolution therefore prescribes such cooperative effort and research over a 5-year 
period to ascertain the causes and the effects, both immediate and long-range, 
of air pollution, the best means for its prevention and control, and methods for 
the conservation or recovery of the vast quantities of strategic materials now 
dissipating into and contaminating the atmosphere. The joint resolution em- 
phasizes the primacy of dealing with the health hazards and promoting the 
conservation of resources. It also provides for appropriately effectuating other 
interests of the Federal Government and recognizes State, local, and private 
responsibilities in dealing with the problem of air pollution, by providing that 
the Secretary of the Interior and the Surgeon General shall coordinate their 
activities and cooperate with public and private bodies insofar as practicable to 
aid them in discharging their responsibilities in combating air pollution. 

We believe that the 5-year period for the intensified research program should 
allow sufficient time to determine many of the specific chronic and acute toxic 
effects of air pollution on health and to arrive at feasible methods for their control. 
The progress being made toward this end, and the current needs of the problem, 
would be yearly reexamined by the Congress under a provision of the joint resolu- 
tion which calls for an annual report and recommendations by the Secretary of the 
Interior, and by the Surgeon General through the Federal Security Administrator. 

The research proposed under this program may result in substantial aid to our 
current defense program. Many products of stragetic value to our national de- 
fense can be recovered from the noxious effluents. For example, sulfur dioxide 
when discharged to the atmosphere is quite harmful but, when removed from 
waste stack gases by proper equipment, becomes a source of appreciable tonnages 
of sulfur—a commodity which is in critically short supply. The heat wasted in 
stack gases can be recovered to effect sizable reduction in fuel consumption with 
consequent conservation of fuels. Many of the dusts discharged from metallur- 
gical furnaces contain large percentages of metals that are of great importance to 
the defense effort, if effective and efficient means of recovery can be developed. 

We believe that the enactment of House Joint Resolution 218 may be of sub- 
stantial aid to the achievement of more effective control and prevention of air 
pollution and the conservation of our Nation’s resources. 

We do not favor the enactment of H. R. 3536 and H. R. 3538, which would im- 
pose upon the Surgeon General alone the burden of carrying out a program of in- 
vestigation and research to determine the effects of air pollution and to discover 
specific engineering preventive and control measures for eliminating its dangers. 
These two bills fail to recognize that research on problems of air pollution fails 
into two categories: (1) research on health hazards, and (2) the development of 
engineering measures for reducing the discharge of contaminants to the atmos- 
phere. Historically, the first category has been the province of the Public Health 
Service of the Federal Security Agency, and, the second, the province of the 
Bureau of Mines of this Department. It is my sincere belief that air pollution 
could be, and should be, eliminated by the joint efforts of these two agencies. 

The Bureau of the Budget has advised that there is no objection to the pres- 
entation of this report to your committee. The Bureau has stated, however, that 
“in view of present fiscal and the defense requirements, this advice should not be 
construed as reflecting any commitment on the timing of a request for appropri- 
ations to carry out the purposes of the proposed legislation, if enacted.” 

Sincerely yours, 
Rornerr R. Ross, Jr. 
Assistant Secretary of the Interior. 


O 
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CREATING A COMMITTEE TO STUDY AND EVALUATE 
PUBLIC AND PRIVATE EXPERIMENTS IN WEATHER 
MODIFICATION 


JuNrE 30, 1952.—-Committed to the Committee of the Whole H 


of the Union and ordered to be printed 


Mr. Winuiams of Mississippi, from the Committee on Interstate 
and Foreign Commerce, submitted the following 


REPORT 


[To accompany 8, 2225] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2225) to create a committee to study and evaluate 
public and private experiments in weather modification, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


GENERAL STATEMENT 


HEARINGS 


Extensive hearings in the Senate on similar bills were held during 
the first session of the present Congress by subcommittees of the fol- 
lowing committees: The Committee on Interior and Insular Affairs, 
the Committee on Agriculture and Forestry, and the Senate Inter- 
state Commerce Committee. Information developed at those hear- 
ings established the importance of and the need for legislation dealing 
with ‘weather modification.” In the light of this information, a 
new bill was drafted and approved by those subcommittees, and 
subsequently introduced during the present session. 

The Senate Interstate Commerce Committee has reviewed the 
hearings and has amended the bill in several ways that do not change 
its substance or purpose. All of the interested departments and 
agencies of the Government have reported favorably on the bill, and 
all changes in detail proposed by these departments and agencies 
have been incorporated into the bill, with two exceptions: The 
Department of Defense proposed that a permanent commission on 
weather control, rather than a temporary committee, should be set 
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up and that weather-control activities on the part of private individ- 
uals should be prohibited except under license or permit. The 
Senate Interstate Commerce Committee and your committee feels 
that our present state of knowledge concerning weather modification 
will not justify these steps, that regulations and restrictions should 
follow only after the need for them has been clearly demonstrated, 
and that legislation tending to create a Federal monopoly of weather- 
control activities might limit and discourage experiments by private 
individuals and companies, the source of major discoveries in the 
field to date. 
NEED FOR LEGISLATION 


Nonscientific and pseudoscientific rain makers have been practicing 
their art jor many years with many fantastic and far-fetched devices 
and theories. ‘The general public has, justifiably, regarded these 
efforts with skepticism. 

However, in recent years, particularly since 1946, some genuinely 
scientific experiments in weather modification have been made with 
highly suggestive results; and, though these experiments have been 
conducted by responsible persons with established scientific reputa- 
tions, the results have been the subject of controversial interpretations. 

Because of doubts and controversy surrounding these experiments, 
the Senate committee thought it advisable to make several clarifying 
statements on the subject, based primarily on injormation developed 
during the hearings. 

1. It appears certain that, given the proper conditions, rainfall can 
be artificially induced. Rain cannot be produced from non-moisture- 
bearing skies, but, if the proper weather quantities of moisture and 
temperature are available, nucleating or seeding agents can be intro- 
duced into clouds to cause precipitation. 

During the hearings Dr. Vannevar Bush, president of the Carnegie 
Institution, told the subcommittees: 

I have become convinced that it is possible under proper circumstances to make 
rain. * * * weare on the threshold of an exceedingly important matter, for 
man has begun for the first time to affect the weather in which he lives, and no 
man can tell where such a move will finally end. 

Dr. Vincent J. Schaefer, of the General Electric Research Laboratory, 
testified that 

The experimental studies using aircraft for seeding stratus and cumulus clouds 
have always shown positive reactions whenever supercooled clouds were present. 
{Italics supplied.] 

Laboratory and outdoor experiments have repeatedly demonstrated 
the effectiveness of nucleating agents. 

Two important questions, however, remain unanswered: 

How often do the proper conditions exist so that favorable seeding 
opportunities present themselves? and, Will artificial nucleating agents 
make or increase rainfall in economically important quantities? 

. Rain making is a big business. In 1951 one rain-making con- 
tractor alone had under contract over 300,000,000 acres in the United 
ates, or about 12 times as many acres as those under irrigation in 
the Nation. Farmers and ranchers paid millions of dollars for the 
services of this organization, which contemplates extending its opera- 
tions to Central America, South America, South Africa, and Europe. 
Another contractor has carried on operations in Cuba, Ecuador, and 
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Canada, as well as in this country. At least four other contractors 
are carrying on large-scale operations, and in February of this year 
it was reported that at least 60 projects were under way in the United 
States. Associations of farmers are sponsoring many of these projects 
but private corporations, including public-utility companies, sugar 
and fruit-growing companies, and an aluminum company, are spon- 
soring a substantial number of them also. 

3. If practical, weather control promises tremendous benefits for a 
small investment. Research work in the field involves no test plants 
or production facilities and very little expensive equipment. Further, 
actual rain-making operations cost little in material and equipment. 
The seeding agents, carbon dioxide or silver iodide, are inexpensive, 
vet when used in stnall quantities they apparently produce weather 
phenomena of the highest magnitude. Hf these phenomena cause only 
a small increase in precipitation, this small increase can be econom- 
ically important. An inch of extra rain, converted into runoff and 
concentrated into a reservoir, can produce electric power worth hun- 
dreds of thousands of dollars. A small fraction of an inch of extra 
rain, falling on crops during the period of germination, can greatly 
increase crop yields. But artificial nucleation may have useful poten- 
tialities in addition to that of stimulating rainfall. It may have 
possibilities for increasing snowpack in mountainous areas, for holding 
back and “softening’”’ rainstorms, thereby reducing soil erosion, for 
inhibiting hail, for breaking up hurricanes, and for precipitating out 
and thereby cutting holes in clouds so that aircraft can operate. 

4. Weather-control activities may have far-reaching and catas- 
trophic effects. Dr. C. G. Suits, vice president and director of research 
of the General Electrie Co., testified before the Senate Interstate 
Commerce Committee that rain makers set powerful forces i motion, 
saving that a single pound of dry ice, as it triggered 07 a heavy rain- 
storm, could cause an energy release ‘equivalent 1: magnitude to 
the energy of several atomie bombs.’ The famous scientist and 
Nobel-prize winner, Dr. Irving Langmuir, has presented data to 
support a claim that rain makers, by releasing silver iodide, could 
cause drastic weather effects 2,000 or 3.000 miles from the scene of 
seeding operations. His hypotheses have been considered ta con- 
nection with the Kansas-Missouri floods of 1951, the unusually heavy 
snow cover over large areas of the Missouri River Basin which melted 
off rapidly causing the 1952 floods, and droughts and excessive ratafall 
in other areas of the Nation, especially during the past 2 years. Many 
Other scientists consider it unlikely or impossible that cloud seeding 
should have such long-range effects. Nevertheless, vour committee 
feels that studies on this aspect of the subject should be continued 
so that, if necessary, the public can be protected against weather 
catastrophes brought about unnaturally. 


ADVISORY COMMITTEE ON WEATHER CONTROL 


The object of the present bill is ‘to find out who is doing what 
under what conditions, and with what results.”’ 

Farmers and ranchers have been investing millions of dollars in 
weather-control experiments. The scientific value to the public of 
these private experunents will be largely lost if an mdependent and 
impartial evaluating agency cannot be set up in the near future. 
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In practically all cases the farmers lack the data and the scientific 
knowledge that would enable them to determine whether they obtain 
their money’s worth or are simply paying for rain that would fall 
naturally. They need the protection of independent evaluation of 
experiments so they can decide whether they should continue to pay 
large sums of money to rainmaking contractors. This is not to 
suggest that the Federal Government should evaluate each individual 
project. It should, however, attempt to establish uniform methods 
of evaluation, and should collect evaluation reports from a substantial 
number of projects, so that these can be averaged as the basis for 
general pronouncements on the effectiveness of weather-control 
methods. 

Farmers and ranchers may also need protection against fraudulent 
claims and promises, which they may be especially disposed to accept 
in times of drought, and against weather-control operations that are 
unskilled or loosely supervised, therefore ineffective and possibly 
damaging. Furthermore, the general public and certain farmers, 
requiring less rather than more rain at a given time, may need protec- 
tion against operations sponsored by other persons that may affect 
them detrimentally. This is not to propose that the Federal Govern- 
ment should, at this time, arbitrate between different groups affected 
or seemingly affected by weather-control activities or should regulate 
and restrict practitioners of the rainmaking art. Further information 
must be secured before the Federal Government can determine the 
extent of regulation necessary and desirable, and this information 
should be secured as soon as possible. 

For these reasons your committee believes an Advisory Committee 
on Weather Control should be established, as provided for in the 
present bill. This Advisory Committee should collect and organize 
information about weather-control experiments over a period of several 
years, should study, evaluate, and make pronouncements on these 
experiments; and should report to the Congress from time to time on 
further legislation which may be necessary and desirable to protect 
and further the interests of the public. 

In addition, further weather-control experimentation and research 
should be encouraged. The bill authorizes the Secretaries of Defense, 
Interior, Agriculture, and Commerce to conduct or contract for such 
experimentation and research, but specifies that the Advisory Com- 
mittee shall coordinate this work so as to avoid duplication of effort. 

It was after much consideration that a temporary and mdependent 
Advisory Committee was settled on as the best device for studying 
and evaluating weather-control activities. It was felt that, weather 
control being an all-embracing matter, the interests of business, 
science, and agriculture should be represented as well as the interests 
of the Government. It was felt that any certain department of the 
Government might have an interest in developing a particular aspect 
of weather control to the neglect of other aspects. It was felt, further, 
that the recommendations on future research and legislation of an 
independent, nongovernmental group might carry more weight before 
the Congress than those of governmental employees who might be 
accused, perhaps unfairly, of trying to perpetuate their jobs or enlarge 
their departments or agencies. Hence the Advisory Committee was 
decided upon, with, however, the experimental work being done under 
auspices of existing departments of the Government. 
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PROVISIONS OF THE BILL 


The bill provides for a temporary Advisory Committee on Weath 
Control comprised of nine members, including fiv« saasinte by the 


i ‘ 


President by and with the advice and consent of the Senate, from 


among persons in private life of outstanding abili tv in the fields of 
science, agriculture, and business, and the Secretaries of Defense 
Interior, Agriculture, and Commerce or their designees. The members 


from private life shall each receive $50 per diem when engaged in the 
performance of their duties and shall be reimbursed for travel, sub- 
sistence, and other necessary expenses. The Advisory Committee 
shall have power to appoint and fix the compensation of such officers 
and e mployees aus may be nec ‘essary to carry out its functions 

The Advisory Committee shall report its findings and recommenda 
tions to Congress from time to time, making its final report no later 
than June 30,1955. Thirty days after submission of this final report, 
it shall cease to exist. 

The Advisory Committee shall have authority to secure information 
and statistics from Federal agencies; to hold hearings and take testi- 
mony ; to require the keeping of and, when necessary, the production 
of records on the part of persons undertaking weather-control experi- 
ments. It shall report to the Congress at the earliest possible aunt 
on the advisability of the Government regulating by means of licenses 
or otherwise the activities of persons attempting to modify the 
weather 

The bill provides authority for the Secretaries of Defense, Interior, 
Agriculture, and Commerce to conduct or contract for research and 


experiments, with the Advisory Committee coordinating these 


functions so as to avoid duplication of effort. Under terms of the 
bill, with the approval of the Committee and the Secretary concerned, 
any contract with a Government agency for research or experimenta- 
tion may provide that the Government may indemnify the contractor 
for iosses arising out of the performances of the contract mm an amount 
deemed just and reasonable by the Committee and the Secretary 
concerned, to be paid out of funds set aside for payment of the con- 
tract, or out of unobligated research funds or out of funds appropriated 
for that purpose by the Congress. 

The bill authorizes appropriations in the amount necessary to 
carry out the purposes of the act. 

For the mformation of the House your committee appends reports 
made to the Senate Interstate Commerce Committee from Dey 


I \ yi 


ment of Army, Department of Interior, Department of Commerce 
Department of Agriculture, Department of State, and the Comp- 
troller General. 


APPENDIX 


DEPARTMENT OF TH ARMY, 
Washinaton 25. D. C.. March 13. 196 
Hon Epwin ¢ JOHNSON, 
Chairman, Committee on Interstate and Foreign Ce 
] y \ \ 
Di AR SI NATOR JOHNSON: References is made to vour st to the Secreta 

of Defense for the views of the Department of Defense wit] Der »S. 2995 a 
bill to create a committee to study and evaluate pul ind priva ! 
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in weather modification. The Secretary of Defense has delegated to the Depart 
ment of the Army the responsibility for expressing the views of the Department 
of Defense thereon. 

The Department of the Army on behalf of the Department of Defense agrees 

with the principle of the bill, which is to study and evaluate experiments in weather 
control; but, as set forth below, is of the opinion that 8S. 2225 without modification 
is inadequate to serve the present need. 
S. 2225 would establish for 2 years an Advisory Committee on Weather Control 
to be comprised of the Secretaries of Defense, Agriculture, Commerce and Interior, 
or their designees, and five members from private life, to ‘‘“make a complete study 
and evaluation of public and private experiments in weather control for the 
purpose of determining the extent to which the United States should experiment 
with, engage in, or regulate activities cadena to control weather conditions.” 
Section 9 (a) of the bill directs the Secretaries to conduct or contract for research 
and experiments to perfect methods of controlling weather for beneficial purposes 
and further directs the committee to assist the Secretaries in coordinating their 
functions anne the section. Section 9 (b) provides for indemnification for 
damages caused by such research and experimentation. 

In my le tte r to you under date of May 28, 1951, relating to S. 5, 8S. 222, and $8 
798, I stated in part: ‘Legislation which would protect the validity of experi- 
ments by providing for coordination of effort and, at the same time, not hamper 
vigorous prosecution of valid research is desirable. * * * Emphasis at this 
time should be on research with only so much control as may be necessary to 
assure coordinated effort and to prevent indiscriminate or irresponsible attempts 
at cloud modification.” 

The present bill, S. 2225, falls short of providing the necessary controls. Co- 
aenien is required not merely of the efforts of the four executive departments 
mentioned in the bill, but also of all State and local agencies and other individuals 
and organizations engaging in weather modification and control. Indiscriminate 
and irresponsible activities which might have deleterious effects upon legitimate 
experimentation and operations can be prevented by licensing and regulation, 
neither of which is provided for adequately in 8. 2225. Section 8 (d) (1) authorizes 
regulations to be issued by the Committee for the purposes of obtaining informa- 
tion, requiring reports, keeping of records, and inspection of records and premises 
“of any person as may be necessary or appropriate to carry out the provisions of 
this Act.”” This provision does not authorize the Committee, by regulation, to 
say who may engage in weather modification and when and where such activities 
may be pursued. This is a serious deficiency in the view of this Department. 

ction 9 (b) of the present bill contains the same provisions relating to Govern- 
ment liability for damage caused by its contractors engaged in weather modifica- 
tion as are conta i in section 10 of 8S. 222. On October 11, 1951, Mr. Stennis, 
on behalf of the Committee on Armed Services, submitted Senate Report No. 
936, recommending passage of H. R. 1180, a bill to facilitate the performance of 
research and development work by and on behalf of the Departments of the Army, 
the Navy, and the Air Force, and for other purposes. H. R. 1180 is a companion 
bill to S. 323 mentioned in my letter of May 28, 1951. It is thought desirable 
that the indemnity provision in the present bill be similar to that of the indemnity 
provision (sec. 5) of H. R. 1180. Section 9 (b) of S. 2225 should, therefore, be 


replaced by language similar to that contained in section 5 of H. R. 1180. 
Section 10 (a) of the present bill provides that the Committee shall submit a 
final report not later than 2 years after the enactment of the bill. The mission 
of the Committee as set forth in sections 2 and 8 (a) and (b) and a- te mplated 
in these comments, would require a considerable amount of work which, in our 


view, could not be accomplished adequately within 2 vears. An organization such 
as we envision would be required, among its duties, to make a thorough statistical 
analvsis of cloud-seeding operations. Such analysis is a complex and time- 
consuming process. The value of the organization as contemplated will depend 
upon the thoroughnes s of its study of cloud-seeding operations throughout th 
country and it is believed that the proposed organization should be given at least 
2 vears for the submission of an interim report and such additional time as the 
Congress deci hen for filing additional reports with recommendations for further 
legislation. It is not believed to be appropriate that a time limit be placed on the 


existence of the organization. 

In section 9 (a) of the present bill, it is suggested that the word ‘‘shall’” 
deleted and the word “may” be inserted in both lines 3 and 4. It does not appear 
appropriate that all the departments mentioned should be required to conduct 
research on this subject. 
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The Department of the Army, on behalf of the Department of Defense, has n 
objection to the enactment of S. 2225 with the above molifications 

The fiseal effect of S. 2225 is unknown to tl 

This repr rt has been coordinated among the ce partments and hc ar 's cf 
Department of Defense in accordance with procedures prescribed by the Secretar 
of Defense. 

Due to your request of March 7, 1952, for an expeditious repert cn S. 2225, t 
report has net heen submitted to the Bureau of the Budget for advice as t 
relationship to the program of the President 

Sincerely yours, 


1¢@ Department of Defense 


Hon. Epwin C. Jonnson, 
Chairman, Committee on Interstate and Fo ergn Ci merce 
United States Se nate : VW ashington 5. dD. ( 
My Dear SENATOR JOHNSON: You have requested a statement cf the views cf 
this Department cn S. 2225, a bill to create a committee to study and evaluate 


public and private experiments in weather modificatio: 
Enactment ef this bill would accomp! u 
create an Adviscry Committee on Weather Control, ecnsisting cf nine members 
(including the Secretaries cf Agriculture, Commerce, Defense, and the Interi 
or their desi‘nees), to ‘‘make a complete study and e\ i bli 
private experiments in weather contro] for the purpcse « 
to which the United States should experiment with, enrace in, cr reculate activ 
ities desi ned to control weather cenditicns.” (2) It weuld authorize each cf the 


sh two major purposes: (1) It w 





four Secretaries just named to ‘‘conduct, cr centract fer, such research and exper 
iments, and * * * [te] take such further action, as may be necessary 

perfect at the earliest yy ssible date methods cf eentroelling weather for beneficia 
purpeses.”” The bill contains provisions which will enable these two purprses t 
be carried cut One ef the mest important of these ancillary provisions is that 


which will permit the Advisory Committee cn Weather Control to require persons 
encaced in weather-control operations to keep records and to make reports 
their werk. 





Althourh S. 2225 differs in many details from the precipitation pr 
Visi ns of §. 5, up n whiecl this De nartment ren’ rted to the ( I Lee 
en Intericr and Insular Affairs cn March 14, 1951. lad note that it 
enable this Department to carry cn virtually the same procram cf reseal I 


investivation with respect to artificial precipitation that it weuld bave carried 
onunderS.5. Iam als» clad to note that 8S. 2225 will permit thercuch eensidera- 
tion to be siven to the need fer Federal reculation cf weather-contre] activities 
and to the tvpes ef revnlaticn best adapted to the need 

The Bureau cf the Bud:ret has advised that there is no cbiecticn to the 
missicn of this report to veur committee. The Bureau of the Budget has furt 
advised that it believes S. 2225 ecntains a number of objecticnable pr 
and does not, in seneral, offer a satisfactory solution to the problem 

Sincerely yours, 





DEPARTMENT OF COMMERCE 
Washington 25. February 13. 196 
Hon. Epwin C. Jounson, 
Chairman, Committee on Interstate and For Lqn Cammer e, 
United States Senate ss Washi? gion, 3. ¢ 
Dear Mr. CHARMAN: This letter is in further reply to veur re est of October 
10, 1951, for the views cf this Department ecnecerning S. 2225, a bill to creat: 
committee to study and evaluate public and private experiments in weat 
modification. 
The bill would establish an Advisory Committee on Weather Control to investi 
gate and evaluate public and private experiments in weather control, and t 
coordinate the activities of Federal agencies in the field of weather control. 
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This Department has commented on eartier bills for a somewhat similar purpese 
(S. 5, S. 222, and 8. 798 of the 824 Con.). These earlier bills were directed 
primarily at reculation of weather-eentrel activities. 

The present bill, however, is designed primarily to coordinate the operations of 
the various Federal agencies active in this field, to advise such agencies and other 
parties interested in weather control, and to make information on the subject 
generally available. 

We suggest, however, that the appointment by the President of an inter- 
departmental committee for this purpose would be a more satisfactory method of 
providing the leadership and close cooperation among Federal agencies which is 
necessery if research and experimentation to the greatest extent possible are to be 
carried out without costly duplication of activities. We have suggested the pos- 
sible desirability of such an interdepartmental committee to the Executive Office 
of the President. 

If, however, your cemmittee believes that enactment of legislation would be a 
more appropriate method of achieving the desired results, we would recommend 
the enactment of S. 2225, which we believe to be, in the main, a satisfactory bill 
for the purpose. 

There are certain perfecting amendments to S. 2225 which this Department 
believes to be desirable if that bill is to be enacted. These amendments, and our 
reasons for proposing them, are set forth in the attached memorandum prepared 
by my Solicitor. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report but, in view of the fact that the Bureau 
of the Budget had not received the reports of several of the interested agencies, 
the Bureau of the Budget is unable to advise us at this time as to the relationship 
of the proposed legislation to the program of the President. 

Sincerely yours, 
Tuomas C. Davis, 
Acting Secretary of Commerce. 


OFFICE OF THE SOLICITOR, 
February 12, 1962. 
To: Secretary of Commerce. 
From: Solicitor. 
Subject: S. 2225. 

T have examined 8S. 2225, and have requested the views of the Weather Bureau 
and other interested bureaus of the Department with respect to this bill. The 
bill would be satisfactory to those bureaus and to this office if the amendments 
set forth below were adopted. 

On page 2, delete lines 1 and 2 and insert instead ‘“‘modification and control 
of weather, if effective on a large scale, would cause profound changes in our 
present way of life and would result * * *”, 

This amendment would, in our opinion, reflect more accurately the present 
status of weather control and modification than would the present language. 

Page 2, line 19, ‘‘Through”’ is evidently a misprint for ‘““Thorough”’. 

Page 5, lines 14 and 15, delete the words ‘‘or such member’. 

In our opinion unless this language is deleted, any member of the Advisory 
Committee on his own volition and without any coordination or control on the 
part of the Committee, could hold hearings, take testimony, and sit and act at 
any place whatsoever. The proposed amendment would merely require that the 
Advisory Committee authorize such action. 

Page 6, lines 14 and 15, delete ‘ or other responsible’. This amendment would 
eliminate the possibility of long litigation over the meaning of ‘‘other responsible 
agency”’ without substantially affecting the substance of the provision, since 
Federal agencies would appear to be the ones most likely to have such information, 
and the one from whom such information would be most available. 


DEPARTMENT OF AGRICULTURE, 
Washingion, February 12, 1952. 
Hon. EF. C. Jonnson, 
Chairman, Committee on Interstate and Foreiqn Commerce, 
Unied States Senate. 
Dear SENATOR JOHNSON: This is in reply to your request for the comments of 
this Department on S. 2225, a bill to create a committee to study and evaluate 
public and private experiments in weather modification. 
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The provisions of this bill appear to meet most of the Department’s reeommen- 
dations made in connection with 8. 5, 8S. 222, and S. 798, bills relating to weather 
modification on which this Department has previously commented. In our 
judgment this bill generally would be in the public interest. 

Certain changes designed to clarify the language of the bill or to improve 
operation of the program pursuant to the bill are suggested in the following 
paragraphs: 

Section 9, subsection (a), provides that the Secretaries of Defense, Agriculture, 
Commerce, and Interior shall conduct research in weather control and that the 
Advisory Committee on Weather Control created by the bill shall assist them in 
coordinating such functions. Subsection (b) of section 9 requires the approval 
of the Committee in connection with certain activities of the Government agencies. 
Under section 10 of the bill the life of the Committee would be at most 2 years 
and 30 days, and possibly a shorter period. It seems likely that a longer period 
than 2 years might be necessary for some phases of needed research due to the 
newness of the field. Therefore it would be well to modify the wording of section 
9 to indicate more clearly that the research authorized is not to be limited to the 
indefinite period of the Committee’s existence. 

Section 8 (d) (4) provides that information obtained under this section which 
the Committee deems confidential or with reference to which a request for con- 
fidential treatment is made by the person furnishing information shall not be 
published or disclosed unless the Committee determines that the withholding 
thereof is contrary to the purposes of the bill. It is unlikely that the Committee 
would determine that the withholding of any information would be contrary to 
the purposes of this bill if it in any way affected the national security, particularly 
since the statement of purposes and policies shows that the national security is 
one of the considerations of need for the bill. However, it may be advisable to 
make this more definite by adding a proviso that the Committee could withhold 
the publication of information for reasons of national security. 

Consideration might be given to the inclusion of an authorization for the 
appropriation of funds to carry out the provisions of the bill. 

This Department recommends enactment of the bill subject to consideration 
of these possible changes. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report but that, in view of the fact that reports from several of the in- 
terested agencies have not yet been received in that Bureau, it cannot advise 
us at this time regarding the relationship of the proposed legislation to the program 
of the President. 

Sincerely, 
C. J. McCormick, Acting Secretary, 


DEPARTMENT OF STATE, 
Was! ngton, Febr sary 1.5, 195 s 
Hon. Epwin CC, JoHnson, 
Chairman, Committee on Interstate and Foreian Commerce, 
] fol 


nited Stales Senate. 


My Dear Senator Jonnson: Trefer further to vour letter of October 10, 1951, 
transmitting to the Department of State for comment 8. 2225, a bill to create a 
committee to study and evaluate public and private experiments in weather mod 
fication. 

There is no record of international incidents or claims involving the United 
States which have arisen from weather modification and it is recognized that the 
primary purpose of the bill is to create a study and evaluation committee. How- 
ever, since Weather modification may affect areas extending across national as well 
as State boundaries, and since it may prove advisable to establish liaison with the 
countries bordering the United States in connection with the work of the proposed 


committee, it is suggested that consideration be given to amending the lines begin- 


l- 


ning with line 2l on page 2toread: ‘** t * extending across State boundaries 
and possibly across national boundaries. The Congress therefore recognizes that 


experimentation and application of such measures are matters of national and 
international concern.” 

It is also suggested that consideration be given to deleting the word “Through” 
on page 2, line 19, in order to clarify the meaning of that sentence. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. However, in view of the fact that 
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the reports of several of the interested agencies have not been received by that 
office, they cannot advise us at this time as to the relationship of this legislation 
to the program of the President. 
Sincerely yours, 
JacK K. McFALut, 
Assistant Secretary 
(For the Secretary of State). 


GENERAL ACCOUNTING OFFICE, 
Washington 25, October 23, 1951. 
Hon. Epwin C. JoHNson, 
Chairman, Committee on Interstate and Foreign Commerce, 
l'nited States Senate. 

My Dear Mr. CuarrMan: I have your letter of October 10, 1951, acknowledged 
1y telephone on October 15, enclosing a copy of 8S, 2225, Fighty-second Congress, 
entitled ‘A bill to create a committee to study and evaluate public and private 
experiments in weather modification,” and requesting the comments of this Office 
thereon. 

Several bills with somewhat similar purposes have been introduced in the 
EKighty-second Congress, one of which—S. 5, Fighty-second Congress—was the 
subject of a report to the Committee on Interior and Insular Affairs dated March 
14, 1951, which report also referred to S. 222 being considered by your committee 
and S. 798 being considered by the Agriculture and Forestry Committee. <Aiso, 
inder date January 2, 1951, this Office made a report to your committee on 8. 
1236, Eighty-first Congress, which bill was practically identical to S. 222. 

S. 2225 proposes to create an Advisory Committee on Weather Control com- 
vosed of the Secretaries of Defense, Agriculture, Commerce, and Interior or their 
espective designees and five members appointed by the President by and with 
he advice and consent of the Senate from among persons in private life of out- 
standing ability in the field of scienee, agriculture, and business, one of whom 
shall be elected by the members thereof as the Chairman. Said bill would confer 
ipon the Committee authority to take such action as is set out therein to accom- 
lish the purposes indicated in its title. 

Aside from the information on this subject contained in a statement by Senator 
\nderson, author of S. 4236, Fighty-first Congress, and in pertinent articles by 
two scientists printed at pages 16475-16176 of the Congressional Record for 
December 8, 1950, relative thereto, this Office has no information pertaining to 
the matter. Accordingly, this Office makes no recommendation with respect to 
he proposed legislation. 

Attention is invited to the first word in line 19, pa 
parently should be ‘‘Thorough’’ instead of ‘“Through”’ 

Sincerely yours, 


ge 2 of the bill which ap- 


FraNK L. YATES, 
Assistant Comptroller General of the United States 


UNITED STATES SENATE, 
June 26, 1952. 
tlon. RoBerRT CROSSER, 
Chairman, Committee on Interstate and Foreiqn Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuairman: A bill (S. 2225) that I introduced, with nine other 
Senators as cosponsors, has been passed by the Senate and has been referred in 
he House of Representatives to your committee. 

Chis bill would create an Advisory Committee on Weather Control to study and 
evaluate public and private experiments in weather control (sometimes referred 
o as “rain making’’) for the purpose of ‘‘determining the extent to which the 
\'nited States should experiment with, engage in, or regulate activities designed to 
‘ontrol weather conditions.”’ 

The bill would not authorize Government experimentation nor provide for 
regulation of private persons carrying on experiments. It would simply set up a 
temporary committee, composed of five private citizens and the Secretaries of 
Defense, Interior, Agriculture, and Commerce to “‘find out who is doing what, and 
vith what results.’’ 

There is considerable controversy about the effectiveness of “rain making. 
Yet public utility concerns, sugar plantations, and even an aluminum company are 


” 
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CONTINUANCE ON THE PAYROLLS OF CERTAIN EMPLOYEES IN 
CASES OF DEATH OR RESIGNATION OF MEMBERS OF THE HOUSE 
OF REPRESENTATIVES, DELEGATES, AND RESIDENT COMMIS- 
SIONERS 


Jt NE 30, 1952. Ordered to be printee 


Mr. Stanuey, from the Committee on House Administration, 
submitted the following 


REPOR' 


[To accompany H. J. Res. 446 


The Committee on House Administration, to whom was referred the 
joint resolution (H. J. Res. 446) relating to the continuance on the 
payrolls of certain employees in cases of death or resignation of Mem- 
bers of the House of Representatives, Delegates, and Resident 
Commissioners, having considered the same, report favorably thereon 
with amendments and recommend that the joint resolution, as 
amended, do pass. 

ry’ : 2 Poi — 

lhe amendments are as follows: 

Page 1, line 10, strike out “‘stx months” and insert “oue-hundred and 
ninety days” 

Page 2, lines 1, 2, and 3, strike out the following: ‘“‘prior to the 

ag jy ‘ . eee o, Ke ll ht OLLOW IN prior to Che 
amendment hereof by Public Law 477 of the Eighty first Congress 
and insert “which occurred after December 4, 1927, and prior to 
April 24, 1950,” 

Following line 4, add: 

Sec. 2. (a) The first paragraph of section 5 of the Act of May 29, 1930, as 
amended (5 U. 8. C., sec. 707), is further amended by inserting after **Columbi: 
Institution for the Deaf’ the following: ‘‘and of the Pan American Sanitary) 
Bureau” (b) Any service rendered prior to the effective date of this section as ar 
officer or employee of the Pan American Sanitary Bureau sh —_ be considered 
creditable service for the purposes of section 9 of such Act (5 U. ., sec. 7361 

The purpose of the bill is to provide credit for retirement purposes 
for the time certain present employees of the House were separated 
from employment following the death or resignation of a Member, 
and before the election of his successor, during the period beginning 
December 5, 1927, and ending when the law was amended so as to 
provide continuous employment from the death or resignation of a 
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Member to the date of election of his successor. Section 2 provides for 
the crediting for retirement purposes of services rendered to the Pan 
American Sanitary Bureau by a former employee of the Bureau who 
is or shall hereafter be in a position to which the Civil Service Retire- 
ment Act of May 29, 1930, as amended, applies. 


CHANGES IN Existinac LAw 


In compliance with paragraph 2a of rule XIII of the rules of the 
House of Representatives, changes in existing law made by the joint 
resolution, as introduced, are shown as follows (new matter is printed 
in italics, existing law in which no change is proposed is shown in 
roman): 

Act oF AuGustT 21, 1935, Aas AMENDED 


Resolved by the Senate and House of Representatives of the United States of Amer- 
ica in Congress assembled, That notwithstanding the provisions of the third 
paragraph under the heading ‘‘Clerical assistance to Senators’’ of section 1 of the 
Legislative Appropriation Act for the fiscal year ending June 30, 1928 (U.S. C., 
Supp. V, title 2, sec. 92a), in case of the death or resignation of a Member of the 
House during his term of office, the clerical assistants designated by him and borne 
upon the clerk hire payrolls of the House of Representatives on the date of such 
death or resignation shall be continued upon such payrolls at their respective 
salaries until the suecessor to such Member of the House is elected to fill the 
vacancy. For the purposes of retirement benefits the period, not exceeding siz months, 
between the termination of service upon the death or resignation of a Member prior to 
the amendment hereof by Public Law 477 of the Eighty-first Congress, and the election 
of a successor to fill the vacancy, shall be considered as continuous service. 


O 
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AUTHORIZING THE PRINTING OF ADDITIONAL COPIES OF THI 
IMMIGRATION AND NATIONALITY ACT, PUBLI‘ LAW 


14, 
EIGHTY-SECOND CONGRESS, SECOND SESSION 





JUNE 30, 1952.—Ordered to be printe d 


een 


Mr. STANLEY, from the Committee on House Administration, 
submitted the following 


REPORT 
To accompany H. Con. Res, 236] 


The Committee on House Administration, to whom 
House Concurrent Resolution 236, having considered the 
favorably thereon without amendment and 
coneurrent resolution do pass, 


was referred 
same, report 
recommend that the 
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a, 
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PROVIDING FUNDS FOR TH 
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K EXPENSES OF THE INVESTI- 
GATION AUTHORIZED B 


Y HOUSE RESOLUTION 80 


JUNE 30, 1952 Orders 


Mr. STraNtey, from the Committee on House Administration. sub- 


mitted thre folie Wing 


lo accompa eI 

The Committee on House Administration, to whom was referred 
House Resolution 570, having considered the same. report favorably 
thereon with amendments and recor t} SOLUtTLO 3 
amended do pass. 

The amendments are as follows: 

Page e line D, strike out “*SS7.0067 and insse S25 OOO 

Page 2, lines 1 and 2, strike out “or subcor ee 
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‘ hs 


PROVIDING FOR FURTHER EXP] 


STUDIES AND INVESTIGATIONS AUTHORIZI BY R I 
INCURRED BY THE COMMITTEE O} rE? ITURI 
EXECUTIVE DEPARTMENTS 
JuNE 30, 1952.—O 
Mr. STANLEY, from the Committee on House Ac } on ib 
mitted the follown 
a > N 
R IS PO R | 
lo accomp K] 
The Committee on House Administration. to who was ref : 


House Resolution 623, having considered the s: 
thereon with an amendment and recommend that t] 
amended, do pass. 

The amendment is as follows: 

Line 5, strike out ‘6$175,000”’ and insert ‘6$150,000' 


r™ 
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PROVIDING FUNDS FOR THE COMMITTEE ON THE 


Mr. Sran.ey, from the Committee on House Administration 


’ 
submitted the following 
oe ee mm 
REPORT 
mpat H ! 

Che Committee on House Administratior » wi was reier! 
House Resolution 02S, having considered tl same, port tavorabDly 
thereon with an amendment ana recon nd that the resolution as 
amended do pass. 

wien ! 5 at 

he amendment ts as follows 

Line 5. strike out ““$160.000” and insert 6$115.000” 

= 
hs 
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Mr. STANLEY, from the 


The (‘ommittee on | 
House Resolution 638, 
thi reon with an ann nd 
amended, do pass 

The amenament is a 


Line 1 strike out ‘'S 


LOO OO” 


SE OF REPRESENTATIVES § 


EXPENDITURI 


NDATIONS 


(C‘ommitte 
| 


. +f ‘ i 11 
Lili Lted ie TOLOW 


REPORT 


louss Ac 


havine consid 


nent ana recoml 


- foOlloWS 








{" 
iss 
)f 





SING £36) 











Union Calendar No. 748 


82d Congress, 2d Session - - - - - - House Report No. 2368 


PREVENTION OF MAJOR DISASTEI 


COAL MINES 





AW LIBRARY REPORT 


{ 
COMMITTEE ON EDUCATION AND LABOR 


TO THE 


EIGHTY-SECOND CONGRESS 
SECOND SESSION 


ON 


H. R. 7408 


A BILL TO AMEND PUBLIC LAW 49, SEVENTY-SEVENTH 
CONGRESS, SO AS TO PROVIDE FOR THE PREVENTION 
OF MAJOR DISASTERS IN COAL MINES 


| 
HOUSE OF REPRESENTATIVES | 
| 
| 
| 
| 


JUNE 30, 1952.—_Committed to the Committee of the Whole House 
on the State of the Union and ordered to be printed 





UNITED STATES 
GOVERNMENT PRINTING OFFICE 


94006 WASHINGTON : 1952 














COMMITTEE ON EDUCATION AND LABOR 


GRAHAM A. BARDEN, North Carolina, Chairmar 


AUGUSTINE B. KELLEY, Pennsylvania SAMUEL K. McCONNELL, Jr., Pennsylvania 
ADAM C. POWELL, Jr., New York RALPH W. GWINN, New York 

JOHN S. WOOD, Georgia WALTER E. BREHM, Ohio 

JOHN F. KENNEDY, Massachusetts WINT SMITH, Kansas 

WINGATE H. LUCAS, Texas CARROLL D. KEARNS, Pennsylvania 
CLEVELAND M. BAILEY, West Virginia THRUSTON BALLARD MORTON, Kentucky 
LEONARD IRVING, Missouri THOMAS’ H. WERDEL, California 

CARL D. PERKINS, Kentucky HAROLD H. VELDE, Illinois 

CHARLES R. HOWELL, New Jersey CHARLES E. POTTER, Michigan 

ROY W. WIER, Minnesota RICHARD B. VAIL, Illinois 

BOYD TACKETT, Arkansas - - — 


ERNEST GREENWOOD, New York 
CARL ELLIOTT, Alabama 
FRED G. Hussey, Chief Clerk 
JOHN O. GRAHAM, Minority Clerk 
Joun 8S. ForsYTHE, General Counsel 
Davip N. HENDERSON, Assistant General Counsel 
RUSSELL C, DERRICKSON, Investigator 


i 





AN et 


Union Calendar No. 748 


§2p Conersss | HOUSE OF REPRESENTATIVES | REPORT 
ad Se SSiON \ | No. 2368 


PREVENTION OF MAJOR DISASTERS IN COAL MINES 


Jung 30, 1952.—Committed to the Committee of the Whole House on the 8 


e Union and ordered to be printed 


Mr. Barven. from the Committee on Education and Labor, submitted 


the following 


REPORT 
(Yo accompany H. R. 7408) 


The Committee on Education and Labor, to whom was ref 
bill (H. R. 7468) to amend Public Law 49, Seventy-seventh Congress, 
so as to provide for the prevention of major disasters in coal mines, 
having considered the same, re = favorably thereon with an amend- 
ment and recommend that the bill, as ame nde “i, dO Pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in heu thereof 
substitute which appears in the reported bill in itahe type. 


erred the 


‘ 


HISTORY OF MAJOR DISASTERS IN COAL MINES 


The hazardous nature of mining was recognized by the Federal! 
Government as long ago as 1865, when a bill to create a Federal mining 
bureau was introduced in Congress. However, little was done unt 
a series of serious coal-mine disasters after the turn of the century 
aroused the public to demand Federal action to stop such excessiv: 
loss of life. As a result, an act of Congress established a Bureau of 
Mines in the Department of the Interior on July 1, 1910, and the act 
made it clear that the Bureau’s foremost activity would be the promo- 
tion of health and safety in the mineral industries. 

Coal mine safetv laws were passed by most of the then coal-produc- 
ing States before the vear 1890, and the laws gave State Mmspectors 

varying powers for obtaining compliance. The earliest State coal- 
mining law was adopted by Pennsylvania in 1869 and applied to the 
State’s anthracite mines. Inasmuch as little was known at that time 
about the causes of mine disasters, and the means of preventing them 
generally were unknown and unavailable, the original laws could not 
be expected to prevent such disasters 
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Practices in the old days of mining were crude and extremely 
dangerous. Some of these were the use of coal-burning furnaces 
installed underground to induce movement of ventilating currents 
through the mine workings; the general use of open flame lamps for 
illumination in all mines whether gas or nongassy; and the use of 
black powder or dynamite for all blasting purposes because no other 
type of explosive was manufactured. Coal dust was allowed to 
accumulate throughout the mines, and, since it was not known to be 
explosive, nothing was done to render it inert. The number of 
fatalities from major coal-mine explosions in the United States from 
1901 to 1910 was 3,912. During the same 10-vear period, coal produc- 
tion increased from 270 million to 500 million tons, and the employ- 
ment in the coal mines increased from 448,000 to 725,000. 

The need for research into the causes and means of preventing coal- 
mine disasters, particularly explosion disasters, was acute but there 
was little official activity in this direction until the establishment of 
the United States Bureau of Mines in 1910. 

One of the first endeavors of the Bureau of Mines was to determine 
the causes of coal-mine explosions and then find the means for their 
prevention. Among the first contributions of the Bureau technicians 
toward the solution of the disaster problem was the introduction in 
1911 of permissible explosives, which, when used as recommended by 
the Bureau, will not ignite gas or coal dust. Other early research cone 
ducted by the Bureau to solve the explosion menace included studies 
of ventilating practices and facilities, investigations and tests of explo- 
sion-proof electric motors, electric blasting, mine gases, and the explo- 
sibility of coal dust. As a result of such research, the fundamental 
causes of coal-mine explosions and means and methods for their preven- 
tion were soon determined, and they were made known to the coal- 
mining industry through published reports and through personal con- 
tact with mine personnel. 

The halting progress of the struggle to prevent coal-mine disasters 
after their causes and the means of preventing them were known and 
made available is indicated by the record which shows that from 1910 
to date a total of 334 major disasters have occ urred in the coal mines 
of the United States causing the death of 6,720 persons. (A major 
disaster, as classified by the United States Bureau of Mines, is one in 
which five or more persons are killed.) Whereas there were no major 
disasters in the Nation’s coal mines in 1949 and 1950, 5 oceurred in 
1951 causing the death of 157 persons and indicates that what has 
been done up to now to prevent such holocausts is not enough. 

In the act of May 7, 1941, Congress authorized inspection and inves- 
tigation of coal mines by the Secretary of the Interior for the purpose 
of obtaining information and making recommendations relating to 
health and safety. But that act did not require compliance with the 
standards or recommendations of the Secretary. 

At 3:26 p. m., March 25, 1947, an explosion in a mine overladen 
with highly combustible coal dust killed 111 miners in the Centralia 
coal mine disaster in Illinois. Following this disaster, Congress 
passed Public Law 328, Eightieth Congress, which requested that the 
coal operators and the State mining agencies report the extent of 


compliance with the recommendations of the United States Bureau 
of Mines. 
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Since that time, Congress has continued to appropriate substantial 
sums of money with which the Bureau of Mines has continued to 
develop efficient, practical, scientific safety standards. If these 
standards were adhered to they would sharply reduce all major 
disasters and fatal and nonfatal! injuries. 

Compliance with recomme nndations of Federal coal-mine inspectors 
is now at the lowest level since 1946-47, the year of the C 


t entrala 
disaster. The record is as follows: 


é t 
Fiscal vear: l 
1946-47 _- — = 29 
1947-48 __ leah 1] 
1948-49 . Eons 28 
1949-50 _- Bir elk 30 
1950-51 eis ‘ ; 24 


During ony fise: a vear 1950-51, 6,360 mines were inspected, and 
total of 121,614 violations of the Federal Mine Safety Code w 


er 
reported. These figures ne the attitude of mine operators are give 
even greater Sig? ificance by the following facts: 

A total of 8,971 mine inspections revealed the presence of serious 
hazards in 4,380 mines, nearly one-half of the mi inspected. The 
Bureau of Mines sent letters to all of the owners and operators of these 
mines calling attention to the dangerous conditions in their mines. 
Only 474 of these letters were answered. NO reply was received from 
89 pe ‘reent of the owners and operators of thes mines which had been 
found to have serious hazards present. 

These violations include imadequate and hazardous ventilatio1 
svstems; dangerous use of pern iasbls and nonpermiss! losive 


faulty electrical equipment; failure either to remove or render inert 


combustible coal dust, and other practices which constitute veri- 
table catalog of lethal recklessnes 

The present 29 coal- mining States have an infinite and confusing 
variety of laws affecting the safetv of coal miners. While some States 
have had adequate enforcement of these State laws, in others they have 


often been carried out in an indifferent and haphazard manner 
At approximately 7:40 p. m., on December 21, 1951, a preventable 
explosion i in Orient No. 2 at West Frankfort, [l., killed 119 coal miner: 


Investigation by Fe deral and State experts revealed that the disaster 


occurred when an electric are from defective and nonpermissib! 
equipment exploded methane gas which in turn ignited coal dust, th 


11 GAUSL, iLuUS 
propagating the explosion through several miles be he mine. If the 
Federal Mine Ss; afety Code had been con plied with, neither the defec- 


tive equipment, the methane gas in explosive ian tan: nor the com- 
bustible coal dust would have been present in the mine. The State 
inspection authorities were well aware of the conditions in this mine 
as reported by Federal coal-mine inspectors on numerous occasions 
but took no corrective action. 

It would be difficult for the human mind te conceive of a more 
perfect death trap than Orient No. 2 was on the date of the explosion. 

Ventilation at Orient No. 2 was provided by two electrically driven 
fans, both operated continuously. The ventilating currents gener- 
ally were coursed through the mine so that the actual working areas 
were ventilated with air which first had ventilated the edges of the 
gas-laden, unsealed, abandoned areas where many previous inspec- 
tions had shown methane to be present in dangerous quantities. 
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These currents were then returned to the surface by way of the haulage 
roads in which uninsulated trolley wire was installed. Trolley loco- 
motives used to haul coal were powered from these bare wires which 
produced many electric ares. Inspections before and after the explo- 
sion disclosed that excessive accumulations of coal dust existed in the 
working regions and that the amount of rock dust which had been 
applied was inadequate to make the coal dust incombustible. 

The explosion was caused by the movement of a large body of 
explosive gas, methane, from a squeezing and caving abandoned area 
to the active working sections where, it is believed, the gas was ignited 
by an electric are or spark. The gas explosion stirred up coal dust, 
ignited it, and the original explosion was extended throughout a large 
area, greatly ine reasing the extent of destruction. 

The resulting holocaust, in addition to killing 119 men and seriously 
injuring others, blew 3,000-pound coal cars off their tracks, blasted 
ventilation doors out of place, and quickly burned out an area more 
than 2% miles long. 

Orient No. 2 has been operated by the Chicago, Wilmington «& 
Franklin Coal Co. since 1922. A total of 1,127 men worked at the 
mine—258 on the surface and 869 underground—on two coal-pro- 
ducing shifts and one maintenance shift. The daily output is about 
10,000 tons. The first Federal inspection of the mine was made 
April 10-29, 1942. From that date until the disaster, 16 Federal 
inspections had been made. Thirteen of the inspection reports 
pointed out that the mine was dry and dusty, that excessive accumu- 
lations of coal dust were present in the working sections and along the 
haulage roads, and recommended that the accumulations be removed. 
Many of these inspections, including the last one, pointed out that the 
ventilation system was hazardous, that the electrical equipment was 
dangerous, that the coal dust was inadequately treated, and that these 
conditions created “serious hazards similar to those that may have 
caused heavy loss of life or destruction of property in coal mines.” 
These reports were all forwarded to the mine operator, to the union, 
and to the State government. For at least 2 years prior to the dis- 
aster, therefore, the company, the local union, and State officials 
had known that the elements of disaster were present in Orient No. 2. 

The death of 119 men brought belated recognition from manage- 
ment that the ventilation system was faulty. It is now being rede- 
signed to comply with the recommendations of the United States 
Bureau of Mines. 

On February 2, 1952, an explosion occurred in Carpentertown 
mine No. 2, Westmoreland County, Pa., killing six men and hospitaliz- 
ing four others. The mine had been classed as gassy by the United 
States Bureau of Mines in June of 1951, when Federal inspectors 
detected 0.25 percent of methane gas in one of the air samples. Man- 
agement protested against the new classification, which, if accepted, 
would require changes in mining practices, such as preshift and on- 
shift tests for gas by mine examiners or “‘fire bosses,’’ the employment 
of shotfirers to do all blasting now done by regular miners, and changes 
in the ventilation system and electrical equipment. The Pennsyl- 
vania Department of Mines continued to classify the mine as non- 
gassy. 

Under the gassy classification, Federal mine inspectors cited and 
posted at the mine office notices of several violations of the Federal 
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Mine Safety Code. Two of the recommendations read as follows: 

Air passed through abandoned workings should not be used to 
ventilate active workings. 

The trolley wire should not be in air returning from pillar recovery 

work. 
Neither recommendation was heeded. At 1:45 a. m., on February 
1952, the explosion of methane gas was set off by an electric are 
from a trolley locomotive, and six men died in the scorching flame of 
exploding gas. 

On March 27, 1952, an inrush of water from an abandoned “boot- 
leg’? mine caused the’ death of five miners in Holmes Slope mine, 
Cano & Martin, Inc., Schuylkill County, Pa. Seven men were in 
the mine at the time, and two escaped to the surface. The water 
entered the mine immediately after blasts were fired at the face of a 
working place. Although the mine operator was aware that “bootleg” 
workings existed in the area, test holes were not drilled in advance of 
the advancing faces. A State-certified mine foreman was not employed 
to supervise the operation of this mine. 

The enactment of legislation alone will not be sufficient to prevent 
disasters, but utter disregard for practicable safety practices which 
would prevent major disasters and the resultant death and injuries 
is just and proper cause for enforcement authority of such rules and 
regulations as the Congress may deem compelled to enact into law. 
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MAJOR DISASTERS DISTINGUISHED FROM ORDINARY ACCIDENTS 


There are two distinct classes of mine accidents and the problem 
of preventing major disasters cannot be clearly understood unless this 
distinction is perceived. About 90 percent of the fatalities in the coal 
industry are in the accident category as distinguished from the 
fatalities which occur in major disasters. About 10 percent of the 
total fatalities result from disasters such as explosions and mine fires. 
H. R. 7408 is designed to prevent those major disasters in which large 
numbers of men are killed in mine fires, mine explosions, mine inunda- 
tions, man-trip and man-hoist accidents. 

Many of the ordinary accidents and fatalities are the result of errors 
in judgment, iradvertence, defective perceptions, and the like, on the 
part of individuals. Much testimony was heard alleging that legisla- 
tion could not prevent accidents which result from such causes and it is 
a basic premise that legislation alone cannot and will not make men act 
in a careful and prudent manner. It is well known and freely 
acknowledged that the most fruitful approach to the problem of ordi- 
nary mine accidents as distinguished from major disasters lies in the 
realm of the training of the individual person through instruction and 
psychological propagation of safety-first prudence. 

The United States Bureau of Mines, the various State mining 
agencies, and operator and employee groups are continually striving in 
this field of training and propagation of safety-first programs. 

The bill does not contemplate in any way effecting such programs 
except as it may relieve those other agencies in preventing major 
disasters and thereby encouraging greater efforts m the fields left 
to the State agencies, operator, and employee groups. 

The problems connected with major mine disasters are so different 
from those associated with ordinary mine accidents as to be only 
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remotely related. This 1s proven by the fact that some of the worst 
disasters in the mming industry have occurred in mines having ex- 
cellent performance with respect to ordinary accidents. The explana- 
tion for this is that ordinary accidents can occur from any one of an 
almost infinite number of causes of which the greatest is human error. 
Major mine disasters, in recent times, have resulted from a very few 
basic causes. The men killed or injured in & mine disaster have no 
control whatever over the basic causes of these disasters. These 
men are killed and injured by an environment which they did not 
create and cannot avoid. 

Many witnesses testified that mine safety was the responsibility of 
the management of the mines and while management cannot preclude 
human error they do have the responsibility to provide a safe place 
of employment; they have the duty to protect the lives of the men as 
well as their property. 

Some of the basic causes of mine disasters, that is, mine fires, mine 
explosions, mine inundations, man-trip and man-hoist accidents are 
as follows: 

(a) Excessive and unwarranted accumulations in the mines of 
loose coal, coal dust, and other combustible materials. 

(6b) Accumulations of explosive gases in the mines. 

(c) Adequate precautions not taken when extracting coal 
toward areas which have been abandoned and in which water 
may be impounded. 

(d) Improper equipment and improper maintenance of such 

equipment where men are transported in large bodies from the 

surface of the mine to the working places in the mines.’ 
These basic causes of major mine disasters can be aad should be 
eliminated. When these causes are eliminated practically all major 
mine disasters will be eliminated. The means of eliminating the 
causes of mine disasters are well known, the costs of these means 1s 
not at all prohibitive if they are currently maintained im mining 
operations. 

Firstly, excessive and unwarranted accumulations of loose coal, coal 
dust, and other combustible materials can be eliminated by removing 
such accumulations from the mine to the greatest extent practicable. 
After such removal, adequate rock dusting with inert materials will 
prevent loose coal and coal dust from exploding. 

Secondly, the first step in eliminating gas as a cause of mine dis- 
asters is the recognition that such gas exists or may exist within the 
mine. Upon evidence of gas after the enactment of this bill, the 
mine should at all times thereafter be operated as a gassy mine. 
The presence of gas is often inherent in the mining of coal and this 
volatile and insidious gas must be lived with or died with. Ac- 
cumulations of explosive gas within a mine can be eliminated by 
proper ventilation and sealing of abandoned workings. If it cannot 
be so eliminated within a mine, the mine should be abandoned. The 
history of mine fires and explosions indicate that whenever explosive 
atmospheres are permitted to exist they are going to be ignited by 
one cause or another, whether ignited by a match, cigarette, an electri- 
val spark, or other method. 

Thirdly, the presence of water impounded underground can be 
detected and mining in such areas can be performed by drilling bore 
holes ahead of the workings to provide adequate notice; as water will 
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itself gush forth notice of its presence or will gush forth catastrophic 
death. 

Fourthly, the hoists and travel ways by which men make trips into 
the mine must be made safe or an accident to a large body of men will 
result in disaster. 

The bill is designed to prevent the causes of these major disasters. 
A cursory view of the mine safety provisions contained in section 209 
of the bill shows that they are designed to provide for determination of 
whether or not a mine is a gaseous mine, provides for proper ve ntila- 
tion, proper rock-dusting, proper electrical equipment and fire protec- 
tion, adequate roof support in the travel ways, and proper safety in 
regard to the hoisting of men. ‘These provisions are designed to 
prevent the causes; if the causes cannot be prevented and are not 
prevented, the bill provides that the mine shall be closed until such 
dangers can be eliminated. 

The bill is not designed to prevent the day-to-day accidents which 
occur in the mine industry nor for the general health and welfare of 
the miners. ‘This large field is left to the cooperative efforts between 
the Federal Bureau, the State agencies, employers and employees 
The enforcement of rules and regu lations in the field of day-to-dav 
accidents, safety, health, and welfare is clearly left within the juris- 
diction of the several States. 

To graphically illustrate that the bill is restricted to the prevention 
of mine disasters the following is cited. At the present time several 
States by statute, require in gassy mines that only permissible equip- 
ment approved by the United States Bureau of Mines be used. (See 
p. 86 of the hearings of the subcommittee of the Committee on Educa- 
tion and Labor on H. R. 268, 82d Cong., 2d sess., for list of such States.) 

At the present time, the United States Bureau of Mines, in de- 
termining what equipment is permissible, tests such equipment in its 
laboratory with regard to whether or not it will set off mine fires or 
mine explosions, and for the health and safety of the operator of such 
equipment and the men working in the area around such equipment. 

The bill, by the provisions contained in section 212 (a), permits the 
Director to determine whether the construction of any equipment 
conforms to specifications which are designed to assure that such 
equipment will not cause a mine explosion or a mine fire. ‘The bill 
also requires that such equipment be maintained in a manner which 
will prevent it from causing mine fires and mine explosions. The bill 
does not require that such equipment be designed or maintained with 
regard to the health and safety of the operator or the men working 
around the equipment. Thus, the Federal law which would be 
enacted by the bill would protect the men from a mine fire or mine 
explosion caused by faulty equipment but it would not protect the 
operator or the men from the lack of, or inadequacy of, guards or 
protective devices. That feature of mine safety would be left to the 
States 


EFFECT ON STATE LAW AND STATE RESPONSIBILITY 
The bill, by requirmg compliance with specific provisions to be 
enacted into law which are designed to eliminate the causes of major 


disasters and thereby eliminating the occurrence of such disasters, 
leaves to the various States the enforcement of their laws with regard 
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to general accident, safety, health, and welfare of mine employees. 
Further, the bill provides for State cooperation in carrying out and 
enforcing compliance with the Federal law. Thus, the committee 
believes that every possible step has been taken to reserve to the 
States as much responsibility as can be, if the Federal Government 
is to enter this field with any enforcement powers. 

The bill expressly provides that no State or Territorial law effective 
upon the date of the bill or which may become effective thereafter 
shall be superseded except msofar as such law is in conflict with the 
bill and expressly provides that any provision of such law which pro- 
vides for greater safety of persons than do provisions of the bill shall 
not be construed or held to be in conflict. 

The bill also provides that provisions of State or Territorial law 
providing for the safety of persons in coal mining operations concern- 
ing which no provision is contained in the bill shall not be construed 
or held to be superseded by the bill. 

The Federal Bureau of Mines by authority contained in Public Law 
49 has power to make inspections and recommendations in the entire 
field. The enactment of the bill would not permit promulgation of 
rules and regulations but rather enacts into law those provisions 
which are designed to prevent major disasters only. Under this bill 
the employees will be provided safe places in which to work and the 
causes of disasters over which they have no control will be eliminated. 
The responsibility of the several States to enact proper laws, and ad- 
minister those laws, regarding the general safety, health and welfare 
of the employees will remain. The result of a joint enforcement 
program should hasten the day in which the workers of this major 
industry would not be killed in the catastrophies which have so 
frequently occurred. 


SCOPE AND PURPOSE OF THE BILL 


The bill (H. R. 7408) would amend the act of May 7, 1942 (Public 
Law 49, 77th Cong.) entitled ‘‘An act relating to certain inspections 
and investigations in coal mines for the purpose of obtaining informa- 
tion relating to health and safety conditions, accidents, and occupa- 
tional diseases therein, and for other purposes.’ 

The first section of the bill adds a new title to Public Law 49 which 
is designed to prevent major disasters in coal mines, the products of 
which regularly enter into interstate or foreign commerce, or the 
operations of which substantially affect such commerce. 

Sections 2, 3, and 4 of the bill would amend the AEIESAPG provisions 
of Public Law 49, which will become title I of that act, in minor details 
necessary to conform the titles [ and I], as ee ned later in the 
report. 

Section 4 of the bill provides that the act may be cited as the 
“Federal Coal Mine Safety Act.” 

Mine inspections 

The bill “Sion uly exempts any mine in which no more than 14 
persons are regularly emploved underground. It also exempts all 
strip mines. The bill provides that at least once a year an inspector 
of the Bureau of Mines shall inspect each mine, the produc ts of which 
regularly enter imterstate or foreign commerce, or the operations of 
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which substantially affect such commerce, and also provides for other 
special inspections as the Director of the oe aU of \lines deems neec- 
essary pal the proper administration of the bill. The requirement of 
annual inspections is a minimum requirement and the bill recognizes 
that some mines should be inspected more often than once a year 
Mine-closing orders 

The bill provides for issuance of a mine-closing order by a Federal 
coal-mine inspector if, upon inspecting a mine, he finds danger that 
a mine explosion, mine fire, mine inundation, or man-trip or man-hoist 
accident will occur in such mine immediately or before the imminence 
of such danger can be eliminated. 

The langu: age of this provision is clear. The finding of danger will 
be made only by a Federal coal-mine inspector under the direction of 
the Director of the Bureau of Mines. The findings can only be based 
upon facts disclosed by an inspection of the mine. The danger which 
will justify the issuance of a mine-closing order must be danger that a 
mine explosion will occur immediately or before action which might 
avoid it could be taken, or danger that a mine fire will occur immedi- 
ately or before action which might avoid it could be taken, or danger 
that the mine will be inundated immediately or before action which 
might avoid it can be taken, or danger that a man-trip or man-hoist 
accident will occur immediately or before action which might avoid it 
could be taken. ‘These are definite requirements with reference to the 
kind of a finding which a coal-mine inspector must make before he may 
issue a mine-closing order. They are quite different than the finding 
merely of danger to the safety of employees as the basis of a mine- 
closing order. 

The bill would enact into law the Federal coal-mine safety provisions 
which coal-mine operators would be required to observe in the opera- 
tion of the mines. It would grant no authority or power to the 
Bureau to make coal-mine safety regulations of any kind. Only 
&. ongress auld exercise that power, a! 1d only Congress could chang 
the coal-mine safety provisions which it enacts into law. Under the 
bill the jurisdiction of the Federal Government in connection with coal- 
mine safety is limited to a small part of the whole field of coal-mine 
safe Ly. The | ill contains only suc h coal- mine safe ‘LY proy IslOns as art 
designed to prevent the causes of major coal- mine disasters, namel 
disasters caused by coal-mine explosions, « oal-mine fires, coal-mine 
inundations, and man-trip and man-hoist accidents 


1 
1 
i \ 


The number of these provisions is small, and: 


hey require adequate support of roof and ribs in underground roadways and 
travelways for the purpose of protecting persons riding on man-trips in such road- 
Ways and travelways from falls of roof or ribs whieh might inji hen 

They provide for classifying a mine as a gassy mine and an appee! from st 
determination. 

‘They “y escribe capers standards of ventilation of underground areas 
mines which must be maintained to provide currents of air sufficient to dilute and 
render Nereaia ss, and ‘s carry from the underground areas of a n 
noxious gases which may collect therein. 

They require that accumulations of coal dust in a mine must be cover 
sufficicr ert rock dist so that t combined coal 
explode or b if a small fire or explosion docs ! amine a ‘ rock 
dusting will keep it from spreading throughout 1 wit mine or a large part 
the reot 

They prescribe the kinds of examinations which must be made all under- 
ground mines at specified times to ascertain whether or t expiosive gas may 


have accumulated in such mines, and whether other hazards are p1 
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Thev require that electrical machinery, when used for certain purposes in under- 
ground mines in which explosive gas has been found to exist, shal] be of a type 
which will nct permit sparks from che machines to come into contact with che 
air in the mine, as a precaution against ignition of any explosive gas which may 
have collected unexpectedly. 

They also require that when, in extending underground working areas in a mine, 
the walls of such areas approach within 200 feet of any abandoned mine workings 
which cannot be inspected and which might contain aangerous accumulations of 
water, bore holes shall be drilled at least 20 feet ahead of such advancing walls 
for the purpose of detecting such accumulations of water and preventing them 
from inundating the mine. 


They also provide that hoists used to transport persons in a mine shall be 
equipped with adequate safety brakes and safety catches, and that such hoists 
shall be inspected daily to ascertain if they are in safe working condition. 

They also contain a small number of other provisions prescribing simple fire 
prevention precautions. 

The bill provides that if a Federal coal-mine inspector, upon inspect- 
ing a mine, finds that any of the coal-mine safety provisions, which 
the bill would enact into law, are being violated, and finds that such 
violation does not cause danger that a mine explosion, mine fire, mine 
inundation, or man-trip or man-hoist accident will oceur anenNerE 
or before the imminence of such danger can be eliminated, he shall 
find what would be a reasonable period of time within which such 
violation should be totally abated. Notice of such finding must be 
given to the operator. Such period of time may be extended by the 
inspector upon making a special inspection of the mine if circumstances 
warrant such extension. If at the end of such period of time the 
violation has not been stopped, an order to close the mine or the part 
of the mine affected by the violation must be issued unless within a 
State where a State plan is in effect. 

Appeals 
The bill provides that a coal-mine operator ordered to close his mine, 
portion of it, on either of the two grounds specified in the bill 
(namely, the existence of imminent danger of a mine disaster, or 
unabated violation of a mine safety provision contained in the bill), 
may apply for annulment or revision of the order either to the Director 
of the Bureau of Mines or to the Federal Coal-Mine Safety Board of 
Review. In a State where a State plan is in effect, such appeal is 
made directly to the Board of Review. If the operator chooses to 
apply to the ‘Director the latter must reinspect the mine or have such 
reinspection made by three Federal coal-mine inspectors, other than 
the inspector who originally made the closing order, who then re port 
to him. The Director must then make findings, based upon his 
inspection or the report of the three inspectors, and issue an order 
annulling, revising, or affirming the original closing order. 

The bill creates a Federal Coal Mine Safe ty Board of Review to 
hear appeals from orders of Federal coal-mine inspectors and the 
Director. This Board is an independent tribunal consisting of three 
members appointed by the President with the advice and consent of 
the Senate. One of these members must be a person representing the 
viewpoint of coal-mine operators, one a person repre senting the view- 
point of coal-mine workers, and one who must be a graduate engineer 
with experience in the coal-mining industry or have had 5. years’ 
experience as a practical coal-mining engineer, and who is also the 
chairman. Immediately upon the filing of an application the Board 
must fix the time for a prompt hearing. Pending the hearing the 
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applicant may ask the Board for temporary relief, which the Board 
may grant. The Board is not bound by any previous findings of fact 
made by the Director or by any coal-mrae inspector. Evidence 
relating to the making of the order complained of or to the questions 
raised by the allegations of the pleadings or other questions pertinent 
in the proceeding may be offered by both parties. The burden of 
proof rests upon the Director. Findings and orders of the Board 
must be m writing and must bear the signatures of the members who 
concur. 

The bill further states that “In view of the urgent need for prompt 
decision of matters submitted” to the Director and to the Board, all 
actions which they are required to take “shall be taken as rapidly as 
practicable, consistent with adequate consideration of the issues 


in- 
volved.” 


Judicial re vie w 


The bill provides that any final order issued by the Board is subject 
to review by the United States Court of Appeals upon the filing of 
notice of appeal within 30 days after the date of the order. Pending 
the hearing the applicant may ask the court for temporary relief, 
which the court may grant. The court hears the appeal on the record 
made before the Board, and must permit argument, oral or written, or 
both, by both parties. The decision of the court of appeals is final, 
subject only to review by the United States Supreme Court. 

Any time durin lg the pe ndency of an appeal to the Board or to the 
court of appeals or while the maiter is beforé the Supreme Court, the 
operator may apply to the Director of the Bureau for annulment 


or 
revision of an order. 
Fede ral-State C00 pe ration 

The bill specifically provides for coordination of Federal and Stat 
activities in the field of coal-mine sufety Anv State desiring tO 
= under the bill “yA submit a State plan to carry out such 
purposes. Such plan shall: (a) de signate the responsible State agen 
(b) give assurances that it has or will e mploy an adequate and comp 
tent staff of 1 Inspectors to make mine inspections within the Stat 
(c) give assurances that when called upon it will assign inspectors to 
participate in the imspections; and (d provi le that it will make 
reports in order to furnish information to thy sirap The Directo 
shall approve any State plan which a h the above require- 
ments and may not disapprove any such plat with mut affording me 
and opportunity for hearing. The Director, after notice and hearing 


upon finding that there is (@) a failure to comply substantially with ea 
State plan or, (5) a failure to reasonably cooperate in administer ng 
the provisions of the bill, may withdraw his approval of such plan 
and upon receipt of notice of such action the plan shall cease to be 
in effect. 

In any State in which a State plan is in effect, it is contemplated that 
the Federal inspector and the State inspector shall 
i) ae as the bill requires in such a State that no inspection shall be 
made by a representative of the Bureau of Mines unless a State 
ace aie participates therein. However, if, in the Director's judg 


ment, an Inspec tion Is urg ently needed to determine if danger of a di 


(ii 


aster exists ina mine, and participation by a State inspector would 


= af ‘ va? . 
Inspect a mine 
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unreasonably delay the inspection, the Federal inspector may inspect 
the mine without the State inspector. 

The fact that a State inspector participates in the inspections in 
a State where a cooperation plan is in effect, in no way interferes with 
the closing of the mine by the Federal inspector upon finding of im- 
mediate danger of a disaster. The mine is closed by the “Federal 
inspector, w hether the State inspector concurs or not. 

lf the danger of immediate disaster is found upon an inspection con- 
ducted where the Director determines participation by a State in- 
spector would unreasonably delay the inspection, the closing order is 
issued immediately upon the finding of the danger as usual. However, 
in such case, the operator may request the State agency cooperating 
under a State plan to inspect the mine while it is closed under such an 
order. If the operator chooses to call for a State inspection, the mine 
remains closed regardless of the findings of the State inspector. The 
operator must appeal directly to the Board of Review under section 
207, but not to the Director under section 206. The choice available 
to the operator is intended to give him every opportunity to present 
his case in the manner he deems most expedient and desirable. 

In any State in which a cooperation plan is in effect, the Federal 
inspector may not issue an order closing a mine, in which ‘he has found 
violations of the safety provisions of the bill which do not cause 
danger of an immediate disaster and has found that a reasonable time 
to abate such violation has expired without the violation being abated, 
unless a State inspector concurs in the issuance of such order. If 
the State inspector does not concur in the issuance of such order, 
the operator of the mine, the Federal inspector, or the State inspector 
may make application within 24 hours after the completion of the 
inspection for the appointment of an independent inspector. The 
judge of the United States district court for the district in which 
the mine is located shall, within 5 days after the receipt of such appli- 
cation, appoint a gr aduate engineer with experience in the coal-mining 
industry to serve as the independent inspector. Within 5 days of 
his appointment, the independent inspector shall inspect the mine; 
the Federal and State inspectors shall be given the opportunity to 
accompany him. Upon the completion of the inspection by the 
independent inspector, if either he or the State inspector concur with 
the Federal inspector, an order closing the mine shall be issued. If 
neither concur with the Federal inspector, the order closing the mine 
may not be issued. 


Effect on State law 


The bill provides that no State or Territorial law shall be superseded 
by any provision of this act, except to the extent that such law is in 
conflict with this title. The mine safety provisions of the bill, 
however, are limited to coverage of the causes of coal-mine disasters. 
The bill provides that those State Laws which provide greater safety 
than do similar measures ofthe bill would not be superseded by the 
Federal law. The bill further specifically reserves to the States full 
power to legislate in all matters pertaining to coal-mine safety which 
are not covered by the bill. This reserves to the States the right to 
legislate in the broad field of accidents involving human failure, and 
it is in this field that most accidents occur. There will remain in the 
States ample opportunities and responsibilities to warrant the con- 
tinued activity of State coal-mine safety enforcement agencies. 
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The bill also prov ides that nothing in it shall be construed or held to 
supersede or affect the workmen’s compensation laws of any State or 
Territory, or to enlarge or diminish or affect the common law or 
statutory rights, duties, or liabilities of employers and employees under 
State or Territorial laws in respe ct of injuries, occupational or other 
diseases or death of employees arising out of or in the course of em- 
ployment. 


EXPLANATION OF THE BILL BY SECTIONS 


The first section of the bill adds a new title If to Public Law 49, 
designed to prevent major disasters in mines the products of which 
regularly enter interstate or foreign commerce, or the operations of 
which substantially affect such commerce. This new title consists of 
sections 201 and 215, inclusive, as follows: 

Section 201. Definitions and exemption 

Subsection (a).—This subsection contains definitions of the follow ing 
terms used in title J]: “Board,” “Bureau,” “certified person,” ‘‘com- 
merce,” “Director,” “duly authorized representative of the Bureau,”’ 
‘“‘mine,’’ “operator,” “‘permissible,”’ “premises,” and ‘rock dust.”’ 
Most of these definitions are self-explanatory; those which require 
special comment are discussed below. 

Several provisions of the new title I] require that a duty such as 
testing for gas, searching for fire, or examining for hazards be per- 
formed by a “certified person; this means by a person qwualified under 
applic able State law to do so, exce pt that ina State which has no law, 
it means by a person deemed by the opert itor to be qualifi ed to do so. 

The definition of “duly authorized representative of the Bureau’ 
permits inspectors appointed under section 9 of the existing law (which 
will become section 109 of title I of the ame as amended by this bill) 
to make inspections, finglings, and orders under the new title Il, when 
authorized by the Direetor to do so. 

“Nline”’ is defined so that title LT does not apply to strip mines, 

“Operator” is defined as the person operating a mine and “ow ning 
the right to do so”; the quoted phrase is included to make it clear 
that the person responsible for performing duties which the new title 
places upon an “operator” is the person who owns the right to oper- 
ate the mine (whether he derives this right from outright ownership 
of the mine, or from a lease, contraci, or other arrangement), as 
opposed to a mine foreman, mine superintendent, or other employee 
of the person operating the mine. 

Subsection (b).—This subsection provides that title I] shall not 
apply to any mine in which no more than fourteen individuals are 
regularly emploved underground. 

Section 202. Inspections 

Subsection (a).—This subsection provides that at least once a year 
an authorized inspector of the Bureau of Mines shall inspect each 
mine the products of which regularly enter interstate or foreign com- 
merce, or the operations of which substantially affect such commerce, 
for the purpose of determining whether a danger described in section 
203 (a) exists in such mine, whether section 209 is being violated in 
such mine, or whether any such mine is a gassy mine as prescribed 
in section 203 (d). The “danger described in section 203 (a)”’ is 
danger that a mine explosion, mine fire, mine inundation, or man- 











14 PREVENTION OF MAJOR DISASTERS IN COAL MINES 





trip or man-hoist accident will occur immediately, or before the 
imminence of the danger can be eliminated. Sec tion 209, explained 
more fully below, requires compliance with certain safety standards 
as to roof support, ventilation, coal dust and rock dust, electrical 
equipment, and certain miscellaneous matters. Section 203 (d) pro- 
vides for the classification of a mine as a gassy mine. Subsection (a) 
also provides for such special inspections as may be required by 
section 203 (c) and section 206 (see explanations of these provisions 
below), and such other inspections as the Director of the Bureau of 
Mines deems necessary for the proper administration of title I1. 
This latter provision is included in recognition of the fact that some 
mines must be inspected more often than once a year, in order to 
afford proper assurance of protection against major disasters; the 
requirement of annual inspections, it should be emphasized, is a 
minimum requirement. 

Subsection (b).—This subsection which is designed to permit State 
cooperation with the Federal Bureau of Mines in the prevention of 
major coal mine disasters, consists of four paragraphs, as follows: 

Paragraph (1).—This paragraph provides that in order to permit 
sound and effective coordination in Federal and State activities 
within the field covered by the bill, the Director shall cooperate with 
the official mine inspection or satety agencies of the several States. 

Paragraph (2).—This paragraph provides that aay State desiring 
to cooperate in making the inspections required by the bill may submit, 
through its official mine inspection or State agency, a State plan for 
carrying out such purposes. Such State plan shall: (@) Designate the 
State mine inspection or safety agency as the sole agency responsible 
for administering the plan within such State and contain satisfactory 
evidence that such agency will have the authority to carry out the 
plan; (6) give assurances that such agency has or will employ an ade- 
quate and competent staff of inspectors qualified under the laws of 
such State to make mine inspections within such State; (¢) give assur- 
ances, that upon on of the Director or upon request of an operator, 
under section 203 (e) (1), the ageney will assign inspectors employe “dl 
by it to participate in insineutiolas to be made in such State under the 
bill; and (d) provide that the agency will make reports to the Director, 
in such form and containing such information as the Director from 
time to time mav require. 

Paragraph (3).— This paragraph provides that the Director shall 
approve any State plan or any modifica tion thereof which complies 
with the provisions of paragraph (2) of this subsection. He shall not 
finally disapprove any State plan or modification thereof, without 
first affording the State agency reasonable notice and opportunity for 
hearing, 

Paragraph (4).—This paragraph provides that whenever the Di- 
rector, after reasonable notice and opportunity for hea ring to the State 
agency, finds that in the administration of the State plan there is 
a) a failure to comply substantially with any provisions of the State 
plan; or, (4) a failure to afford reasonable cooperation in administering 
the provisions of the bill, he shall notifv such ageney of his withdrawal] 
of such plan and upon receipt of such notice the plan shall cease to be 
in effect. 

Paragraph (5).—This paragraph provides that no inspection of a 
mine shall be made by a representative of the Bureau under the bill 
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in any State in which a State plan is in effect unless a State inspector 
participates in the inspection in accordance with such plan, except 
where, in the Director’s judgment, inspection is urgently needed to 
determine whether a danger described in section 203 (a) exists in 
such mine, and participation by a State inspector would unreasonably 
delay such inspection. 

Subsection (c).—This subsection, similar to section 3 of the : present 
act, provides that the Director, any duly authorized representative of 
the Bureau, any State inspector assigned in accordance with a State 
plan, or any independent imspector appointed under section 203 (e) 
(3) shall be entitled to admission to any mine covered by the bill for 
the purpose of making any inspection authorized by the bill. 

Se ction 208. Findings and orde rs 

Subsection (a).— Paragraph (1) of this subsection provides that if 
a Bureau of Mines’ inspector, upon inspecting a mine under section 
202, finds danger that a mine explosion, mine fire, mine inundation, 
or man-trip or man-hoist accident will occur in the mine immediately 
or before the imminence of the danger can be eliminated, he shall make 
an order requiring the operator to cause all persons (with certain 
exceptions referred to below) to be withdrawn from, and to be debarred 
from entering, the area throughout which the danger exists. Before 
making the order, he must find the extent of such area. His findings 
and order must contain a description of such area and of the conditions 
which he finds constitute the danger. Paragraph (2) provides that 
the order shall not apply with respect to the following persons: (A) 
any person whose presence in the area is necessary, 2 the operator’s 
judgment, to eliminate the danger; (B) any public official whose official 
duties require him to enter the area; or (C) any legal or Aelia al con- 
sultant, or any representative of the employees of the mine, who is, or 
is accompanied by, a “certified person om ified to make mine exami- 
nations,” and whose presence in the area is necessary, in the operator 
judgment, for the proper investigation of the conditions described in 
the order, The term ‘‘certified person qualified to make mine exami- 
nations’? means a person qualified under applicable State law to 
make mine examinations, except that in a State which has no such 
law 3 it means a person de ‘eme Ya by the operator to be qualified to do so. 

Subsection (b).—This subsection provides that if the Bureau of 
Mines’ inspector finds that section 209 is violated and that the condi- 
tions created by the violation do not cause immediate danger of a 
disaster as described in subsection (a), he shall find what would be a 
reasonable period of time within which the violation should be totally 
abated. His finding must contain the provision allegedly violated 
and a description of the conditions constituting the violation. 


Subsection (c).—This subsection provides that where a violation 
of section 209 has been found as described in subsection (b) a special 
inspection must be made (1) at the end of the time limit originally fixed 


for abatement of the violation, (2) at the end of any extension of such 
period, and (3) upon request of the operator, at any previous time. 
Upon making a special inspection, the inspector must find whether the 
violation has been totaily abated, and if not, whether the time limit for 
abatement should be extended. If he finds that it should be — 
he must find what a reasonable extension would be. If he finds that 
the violation has not been totally abated, and if the time limit for 


H. Rept. 2368, 82-2——3 
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abatement has expired and he finds that it should not be extended, he 
is required to make findings and an order identical with those provided 
for in subsection (a) in cases of immediate danger of a disaster, except 
that the findings and order under this subsection deal with the vio- 
lation involved, rather than the danger referred to in subsection (a). 

Subsection (d)- —-This subsection provides that if the Bureau of 
Mines’ inspector, upon inspec ting a mine under section 202, finds that 
methane has been ignited im such mine or finds methane by the use of 
a permissible flame safety lamp or by air analysis in an amount of 
0.25 percent or more in any open workings when tested at a point 
12 inches or more from the roof, face, or rib, he shall make an order 
requiring the mine to be operated in compliance with the provisions 
of section 209 which pertain to gassy mines. 


Subsection (e). This subsection relates to joint Fede ral-State m- 
spections in ve States m which a State plan is in effect. 

Paragraph (1).—This paragraph provides that if an order is made 
closing a mine i. such a State for danger of immediate disaster, and 


a State inspector did not participate ii the mspection on which os 
order is geen (as may be the case where a inspection is urgent! 

by a State mspector would ane delay the inspection) the 
operator of the mine may request the State agency to assign a State 


, . ° . ' 
needed to determme whether such danger exists, aud participation 


rey 


inspector to inspect the mme. The State mspector assigned must 
inspect such mine promptly after the request is made. It should be 
porated out that i any event the mine remains closed and this para- 
graph merely aifords the operator of the mime the choice of having the 
mine inspected by a State mspector whi le it is close i The operator's 


appeal from the order closing the mine is directly to the Review Board 
as provided by paragraph (4) of this subsection. 
Paragraph (2).—This paragraph provides that no order shall be 


ws 
made closing a mine in such a State on aceount of a violation of 


section 209 which does not create danger of immediate disaster, unless 


a& State lmspector or an independe nt laspe ctor app uated under 

paragr: asl 3) concurs in the order. In decidis iz Whether to concur in 

such order, the State mspector and the indepeadent taspector will be 
1 ' 


“yi eicai by the Federal standards as set forth in title iL If the 
oe laspe oe 's not concur lm such order, the operator of the mine, 

re duly authorized representat: ve of the Bureau who proposes to 
make such saci or the State imspector mav apply, within 24 hours 
after the inspection is completed, for the appointment of an tade- 
pendent inspector under paragraph (8). Within 5 days after the date 
of his apporatment the independent inspector shall mspect the mine 
The represents itive of the Bureau and the State mspector shall be 
given the opportunity to accon pany the independent raspector during 
his taspection. Upon the completion of such mspection if either the 
independent iispector or the State inspector concurs m the order it 
shall be issued. It should be emphasized that this paragraph does not 
laterfere im any way with closing a mme on account of danger of 
immediate disaster: it does, however, prevent the closing of a mine 
where there is no such danger and neither a State imspector nor an 


independent mspector agrees that the closing erder is authorized under 
this title. 

Paragraph (3).—This paragr aph requires the appointment of the 
independent inspector within 5 days after the date of receipt of an 
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application under paragraph (2) above by the chief judge of the United 
States district court for the district in which the mine involved is 
located, or in his absence by the clerk of such court. The independent 
inspector shall be a graduate engineer with experience in the coal- 
mining industry. This paragraph provides for compensation of such 
Inspector. 


Paragraph (4).: This paragraph requires that in a State in which a 
State plan is in effect, appeal from an order closing’ the mine unde 
either subsection (a) or (c) of this section (ineluding an order issued 


after a State or independent inspector has concurred therein as pro- 
vided in paragraph (2)) shall be subject to review by the Board under 
section 207 but not bv the Director under section 206 

Subsection (f). This subsection provides that notice of e: h 
finding and order made under section 203 shail promptly be given t 
the operator of the mine to which it pertains, by the inspector who 
makes it. 

Section 204 Notices 

Subsection (a).—This subsection provides that all findings and ords 
made under section 203 or section 206, and all notices required to be 
given of the making of such findings and orders, shall be in writing. 
Each finding and order must be signed by the person making it, and 
each notice by the person required to give it. Each notice must con- 
tain a copy of each finding and order to which it refers. 

Subsection (b).—This subsection provides for the method of notify- 
ing an operator of a finding or order made under section 203 or 206. 
This notice must be delivered to the mine office, and be posted on thi 
mine bulletin board of the mine to which it pertains. 

Subsection (c).—This subsection Droy ides that a copy of each such 
notice shall be mailed immediately to a duly designated representa- 
tive of the employees of the mine to which it pertains, and to the 
public official or agency of the State or Territory charged with admin- 
istering State or Territorial laws, if any, relating to mine safety in 
such mine. 


sett Bs . . ps ee : 
Section 205 Creation ota Re mew Board 


Subsection (7). This subsection ereates & Federal Coal \line 
Safetv Board of Review, to be composed of three members. appointed 


by the President by and with the advice and cons 
Subsection (6).—-This subsection provides that 1 


{ } 
nt of the Senate 

he memb ! 1; The 
Li I TrhoerEs Ob tiif 


Board shall have the 3-vear terms, with the term of one member e: 
piring each vear. Any member may be removed for inefficienc 
neglect of autyv, or malfeasance in office, 


Subsection (c).—This subsection provides for the compensation 
($50 for each day of service, plus reimbursement for travel expense 
and qualifications of Board members. One member shall represent 
the viewpoint of coal-mine operators, and one the viewpoint of coal- 
mine workers. The third, who shall be chairman, shall either be a 
graduate engineer with experience in the coal-mining industry, or 
have had at least 5 vears’ experience as a practical mining engineer 
in the industry; he must not have had a pecuriary interest in, or have 
been regularly employed by or engaged in, coal mining, or have regu- 
larly represented coal-mine operators or workers, or have been an 
officer or emplovee of the Bureau of Mines, within 1 year of his 
appointment. 
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Subsection (d).—This subsection provides that the principal office of 
the Board shall be in the District of Columbia, but that it may sit and 
act at any other place to promote the convenience of the public or the 
parties, or minimize delay or expense. 

Subsection (e).—This subsection provides for the appointment of a 
secretary and legal counsel without regard to the civil-service laws, 
and for the appointment of other necessary personnel. Compensation 
of all personnel shall be fixed in accordance with the Classification Act 
of 1949. 

Subsection (f).—This subsection provides that two members of the 
Board shall constitute a quorum and that the Board may act only on 
the affirmative vote of at least two members; but any one member or 
any two members upon the order of the Board shall conduct hearings 
under section 207 and submit the transcript of such hearings to the 
full Board for action. Each official act of the Board shall be entered 
on record and its hearings and records thereof shall be open to the 
public. 

Subsection (g).—This subsection provides that the Board shall hear 
and determine applications under section 207 for annulment and 
revision of orders made under section 203 or 206. No inspection of a 
mine shall be made by or for the Board for the purpose of determining 
any pending application. 

Subsection (h).—This subsection authorizes the Board to make 
rules governing its proceedings. Such rules shall include require- 
ment for adequate notice of hearings to all parties. 

Subsection (i).—This subsection authorizes any member of the 
Board to sign and issue subpenas, and to administer oaths, and provide 
for the payment of fees and mileage to witnesses summoned before 
the Board. 

Subsection (j).—This subsection provides for the taking of deposi- 
tions in connection with proceedings before the Board, and for the 
payment of witnesses whose depositions are taken and the persons 
taking such depositions. 

Subsection (k).—This subsection provides for enforcement proceed- 
ings in Federal district courts in case of contumac y by, or refusal to 
obey a subpena served upor, any person under this section. 


Section 206—lReview by Director 


Subsection (a).—This subsection provides that an operator notified 
of an order made under section 203 (a), closing an area of a mine 
because of immediate danger of a disaster, may apply to the Director 
for annulment or revision of the order. ‘Thereupon a special inspec- 
tion of the mine affected by the order must be made by the Director, 
or by three Bureau of Mines’ inspectors other than the inspector 
who made the order. Upon making such an inspection himself, or 
upon receiving the report of three inspectors, the Director must find 
whether or not danger throughout the area of the mine as set out 
in the order existed at the time of making the special inspection. If 
he finds that it did not, he must revise or annul the order, in accord- 
ance with his findings. If he finds that it did, he must deny the 
application for relief. 

Subsection (b).—This subsection rr ides that an operator notified 
of an order made under section 203 (c), closing an area of a mine for 
failure to abate a violation of section 209, may apply to the Director 
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for annulment or revision of the order. Upon receipt of such an appli- 
cation a special inspection must be made in the same manner as pro- 
vided im subsection (a). Thereupon the Director must find whether 
or not there was a violation of section 209 as described in the order 
at the time the order was made. If he finds there was not, he must 
annul the order. If he finds there was, he must find whether it was 
totally abated at the time the special inspection was made, and if he 
finds it was he must annul the order. If he finds the violation was 
not then totally abated, he must find whether the time limit for abate- 
ment should be extended and if SO, what a reasonabl extension would 
be, and he must also find the extent of the area of the mine affected 
by the violation at the time the special inspection was made; he 
must then revise or affirm the order, in accordance with his findings 

Subsection (c).—This subsection provides that an operator notified 
of an order made under section 203 (d) may apply within 20 days 
after notice of such order to the Director for its annulment. Upon 
receipt of such application the Director shall make such a stigation 
as he deems necessary; thereafter, the Director shall find whether or 
not methane has been ignited in such mine, or ¥ hether or not methane 
was found in such mine in an amount of 0.25 percent or more in any 
open workings, when tested at a point of 12 inches or more from the 
roof, face, or rib, at the time of the making of the order. If he finds 
that methane has not been ignited and was not found in such mine 
as set out in the order he must annul the order under review. If 
he finds that methane has been ignited or was found in such mine as 
set out in the order he must deny the application. 

Subsection (d).—This subsection provides that notice of each finding 
and order made under section 206 shall be given promptly to the 
operator of the mine to which it pertains. 

Subsection (e).—This subsection provides that at any time an order 
closing an area of a mine is in effect, or at any time a proceeding seek- 
ing annulment or revision of such an order is pending before the Board 
under section 207 or before a court of appeals or the Supreme Court 
under section 208, the operator of the mine affected by the order may 
apply to the Director for review under section 206, 

Subsection (f)—This subsection requires that action be taken upon 
applications under section 206 as rapidly as practicable, consistent 
with adequate consideration of the issues involved. 


Section 207 Review by Roard 


Subsection (a).—This subsection provide s that an operator notified 
of an order closing an area of a mine, or classifying a mine as a gassy 
mine, may apply to the Federal Coal Mine Safety Board of Review 
for annulment or revision of the order without first applving to the 
Director for annulment or revision under section 206.  \loreover, an 
operator notified of an order made by the Director under section 206 
may apply to the Board for annulment or revision of that ordet 

Subsections (b) and (e). These subsections prescribe the procedure 
for instituting a review proceeding before the Board. The operator 
may allege in the application (1) that the danger described in the 
order does not exist; (2) that violation of section 209, as set out in 
the order, has not occurred; (3) that such violation has been totally 
wr partially abated; (4) that the time limit fixed for abatement was 
not reasonable; (5) that the area described in the order as affected by 
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the violation is not so affected; (6) or that the mine described in the 
order is not a gassy mine. 

Subsection (d).—This subsection authorizes the Board to give such 
temporary relief from the order under review as it deems just and 
proper, but only if the Director is given ample notice of the request 
for temporary relief and of the time and place of a hearing thereon, 
and both the Director and the operator are afforded an opportunity 
to be heard at the hearing. 

Subsection (e).—This subsection provides that the Board shall not 
be bound by previous findings of fact by the Director or any other 
representative of the Bureau, but shall take evidence on the issues 
from both sides. If the Director claims that danger or a violation of 
section 209, as set out in the order under review, existed at the time 
the operator’s application for relief was filed or that methane has been 
ignited or found in such mine as set out in the order under review, he 
has the burden of proving it, and must present his evidence first to 
prove it. Then the operator may present his evidence, and then the 
Director may offer evidence to rebut the operator's evidence. 

Subsection (f).—This subsection provides that if the operator seeks 
annulment or revision of an order made under section 203 (a) (that is, 
an order closing an area of a mine because of imminent danger of 
disaster) the Board shall find whether or not danger throughout the 
area of the mine as set out in the order existed at the time the operator’s 
application for relief was filed. If the Board finds that it did not, it 
must revise or annul the order, in accordance with its findings. If it 
finds that such danger did then exist, it must deny the application 
for relief. 

Subsection (qg).—This subsection provides that if the operator seeks 
annulment or revision of an order made under section 203 (b) (that 
is, an order closing an area of a mine for failure to abate a violation 
of section 209) the Board shall find whether or not there was a viola- 
tion of section 209 as described in the order, at the time the order 
was made. If it finds there was not, it must annul the order. If it 
finds there was, it must also find whether the violation was totally 
abated at the time the operator’s application for relief was filed. If 
it finds the violation was totally abated at that time, it must annul 
the order. If it finds the violation was not totally abated, it must 
find whether the time limit for abatement should be extended and if 
so, What a reasonable extension would be, and it must also find the 
extent of the area affected by the violation at the time the application 
for review was filed; it must then revise or affirm the order, in accord- 
ance with its findings. 

Subsection (h).—This subsection provides that if the proceeding is 
one in which the operator seeks annulment of an order made under 
section 203 (d) or 206 (c) the Board after concluding its hearings shall 
find whether or not methane has been ignited in such mine or was 
found in an amount of 0.25 per centum or more in any open workings 
of such mine when tested at a point 12 inches or more from the roof, 
face, or rib as set out in such order. If the Board finds that methane 
has not been ignited and was not found in such mine as set out in such 
order it must annul the order under review. If it finds that methane 
has been ignited or was found in such mine as set out in the order 
under review, it shall deny the application. 
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Subsection (7). This subsection provides that each of the Board’s 
findings and orders shall be in writing; shall show the date it is made; 
shall bear the signature of each concurring Board member: and shall 
be entered on the Board’s official record, together with any 
supporting or dissenting from any finding or order. A tri 
each finding and order must be sent by registered mail 
or their attorneys of record. 

Subsection (7).—This subsection requires the Board to aet 


opinions 
1@ COpy of 


to all parties 


upon 
applications for relief under section 207 as rapidly as practicable, 
consistent with adequate consideration of the issues involved. 


Section 208—Judicial review 


Subse ction ((). This subse ction provid ‘s that wny final order issued 
by the Board under section 207 shall be subject to review by the United 
States court of appeals for the circuit in which the mine affected is 
located, if notice of appea il is filed by the Director or the operator 
agerieved by the ia within 30 days from the date it is made 

Subsection (b).—This subsection provides for notice of appeal to | 
given to the opposite party and to the Board, and for filing in court a 


transcript of the record upon which the « der complained of was made. 

Subsection (c).—This subsection provid es thet the 
the appeal on the record made before the Board; shall 
by both parties; and shall permit such pleadings 
required or as provided for in the applicable Rules of Civil Procedure. 

Subsection (d).—This subsection authorizes the court to postpone 
the effective date of the order under review or to grant other appro- 
priate relief pending final determination of the appeal, on such condi- 
tions as may be required and to the extent necessary to prevent irre- 
perable injury, after due notice of hearing 

Subsection (e).—This subsection pro\ ides that the court may affirm, 


court shall hear 
permit argument 


it deems to be 


annul, or revise the order under review, or remand the proceedings 
to the Board for further action. The findings of the Board as to facts, 
if supported by substantial evidence on the record considered as a 
whole, shall be conclusive 

Subsection (f). This subsection provides that the court’ 
shall be final, subject only to review by the Supreme Court. 


S; ction 20 Mine safety siaailcieda 


This seetion contains specilic safety provisions pertain! to the 
‘ S l i 
operation of mimes. Consistent with the general purpose of the bill as 
a? 2? : Py 1 ' l l ' - ra x * 2 
indicated bv the caption of title I], that is, the Prevention of Major 
Disasters in Mines, these safety provisions ; to prevent mine ex 
plosions, mine fires, mine Inundations, and Man-trp and Man-hoist 
oma } — { ee ae . . ] > 
accidents, the occurrence oF Wineh feneraliv causes mi jor iI ais- 
rey . . . . “24 ' 
asters. phe operation of mines in coniori tv with these Provisions 
} La . ‘ : f , ; ! ‘ r ia ] } 
Ssnould eliminate the eauses of most of such cisasters, and should 
1 P ? P . 4 = 
therefore greatly reduee the nu ber ol such disasters. 
Subse ction (a Duty to com pe ly | nis subsection requires every 


operator of a mine and every person who is on the premises of a mine 
for any reason whatsoever to comply with the provisions of this s 
tion, except those provisions which impose no duty, obligation or 
responsibility on them. Some of the provisions of other subsections 
of section 29 impose duties. oblie; itions or rest! onsibilities upon the 


operator of a mine; others impose duties, obligations or responsibilities 
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upon agents or employees of such operator; and others impose duties, 
obligations or responsibilities upon persons other than the operator or 
his agents or employees. 

Subsection (b6)—Gassy mines.—This subsection provides that every 
operator of a mine which, on or after the effective date of this title, 
is, or which immediately prior to the effective date of this title, was, 
defined, classed, classified as, or determined, deemed, judged, or found 
to be, a gassy mine under the laws of the State in which it is located, 
and every operator of a mine, which immediately prior to the effective 
date of this title was operated as a gassy mine, shall comply with the 
provisions of this section which pertain to gassy mines. This sub- 
section is intended to make it clear that mines which have been de- 
termined to be gassy mines under State law, or which have been op- 
erated as gassy mines, shall be operated as gassy mines in accordance 
with the provisions pertaining to such mines as contained in this 
section. 

Subsection (c)—Roof support. ‘This subsection provides that the 
roof and ribs of all active underground roadways and travelways in 
a mine shall be adequately supported to protect persons from falls of 
roof or ribs. 

The principal purpose of this subsection is to protect against man- 
trip accidents. Man-trips generally are the trips by which workmen 
are moved into and out of the underground areas of a mine at the 
beginning and ending of working shifts. On such trips many workmen 
often travel in a group in close proximity to each other. While so 
traveling they have no opportunity to examine the roof over, or the 
walls along the sides of, the roadway or travelway along which they 
travel, to ascertain if portions thereof are loose and likely to fall 
upon them. If the roof or ribs of the roadway or travelway along 
which they are traveling falls, it may kill or injure many of them. If 
such workmen are traveling on such roadways or travelways in a man- 
trip of cars traveling on rails and propelled by electricity, and a section 
of roof or rib falls upon them, it may not only kill or injure many per- 
sons, but it may also cause derailment and wrecking of cars, and mine 
fires ignited by sparks for short-circuited electric wires. 

Obviously this subsection does not apply to the support of roof and 
ribs everywhere throughout the underground areas of a mine. Nor 
does it apply to the roof and ribs of all underground roadways and 
travelways ina mine. It applies to the roof and ribs of active under- 
ground roadways and travelways. Active roadways and travelways 
means such roadways and travelways as are in use as distinguished 
from those which are not in use. The roof and ribs of such road- 
ways and travelways must be adequately supported to protect 
persons from falls of such roof and ribs. The requirement of such 
adequate support should not be construed to require that such 
roof and ribs must necessarily be supported by artificial support. 
If the natural support of such roof and ribs is adequate to protect 
persons from falls of such roof and ribs, artificial support would not 
be required. Nor should this subsection be construed to authorize 
a Federal coal-mine inspector to require an operator of a mine to 
provide any particular kind or type of roof or rib support. 

Subsection (d)—Ventilation.—This subsection, which is designed to 
prevent mine disasters resulting from accumulations of gas in under- 
ground areas of mines, consists of 11 paragraphs, as follows: 
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Paragraph (1).—The first sentence of this paragraph prescribes the 
quality of air required in the current of air which must be provided to 
ventilate active underground working places in a mine. It provides 
that such air shall contain not less than 19.5 percent of oxygen, not 
more than 0.5 percent of carbon dioxide, and no harmful quantities of 
other noxious or poisonous gases. 

‘The second sentence of this paragraph prescribes the quantity 
which such current of air shall contain. | 
of such current of air shall be sufficient to ¢ 
less, and to carry away, flammable or harmful gases which may be 
present at active underground working places which it ventilates 

The third sentence specifically prescribes the quantity of air which 
a ventilating current of air in a bituminous-coal or lignite mine shall 
contain when it reaches the last open crosseut in any pair or set of 
entries. It peavedes that at such places the volume of such current 


i 


of air shall not be less than 6,000 cubie feet of air per minute. The 


of air 
t provides that the volume 
lilute so as to render harm- 


sentence then makes an exception in connection with the quantity 
of air which a ventilating current of air shall contain when it reaches 
the last open crosseut in any pair or set of entries in pillar sections. 
It provides that at such places the volume of such current of air may 
be less than 6,000 cubie feet of air per minute if not less than 6,000 
cubic feet of air per minute is being delivered to the intake end of the 
pill: ur line. 

The fourth sentence specifically prescribes the quantity of air which 
a ventilating current of air in an anthracite mine shall contain when it 
reaches the face of each working place. It provides that at such a 
place the volume of such current of air shall be at least 200 cubic feet 
of air per minute for each man working in the place and as much more 
as may be required to dilute, render harmless, and sweep away noxious 
or dangerous gases, smoke, and fumes. 

The fifth sentence provides that in robbing areas where the air 
currents cannot be controlled and measurements of the air cannot be 
obtained, the air shall have perceptible movement. 

Paragraphs (2), (3), and (4).—These paragraphs all relate to pre- 
‘autions which must be taken when excessive amounts of methane are 
detected. 

Paragraph (2) is designed to prevent explosive accumulations of 
methane at an underground working face ina mine. Such a ‘working 
face” is well unde rstood in the parlance e of the coal-mining industry, 
to mean a place in a mine at whic h work of extracting coal from its 
natural deposit in the earth is being done. The paragraph pro, ides 
that when the air at an underground working face in a mine contains 
more than 1 percent of methane as determined by recognized means 
of accurately detecting such gas, changes shall be made at once in the 
ventilation in the mine so that such air shall not contain more than 1 
percent of methane. Air which contains less than 5 percent of meth- 
ane is not explosive. However, safety requires that when air at the 
working face of an underground mine is found to contain more than 1 
percent of methane, something should be done to reduce the percentage 
of methane in such air. This paragraph requires that changes or 
adjustments shall be made at once in the ventilation = such mine so 
that such air shall not contain more than 1 percent of methane. 
Normally the only change or adjustment in the ventilation required 
would be a change or adjustment which antl increase the volume of 
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air in the current of air which ventilates the working face at which 
such methane is found. 

The requirement that changes or adjustments shall be made in the 
ventilation in such mine, should not be interpreted to mean that a 
Federal mine inspector can order a mine operator to make any par- 
ticular kind of change or adjustment in the ventilation. Nor should 
it be interpreted to mean that such an inspector can order a mine 
operator to make any particular change in the ventilating system or 
in the ventilating equipment or machinery in the mine. 

Paragraph (3) provides that if a split of air returning from active 
underground working places in a mine contains more than 1 percent 
of methane as determined by recognized means of accurately detect- 
ing such gas, changes shall be made at once in the ventilation in the 
mine so that such returning aur shall not contain more than 1 percent 
of methane. A “split of air” in coal-mining parlance, is an air cur- 
rent in a mine formed by vlna a larger air current. <A split of air 
“returning” from active working ‘plac es In a mine means a ventilating 
current of air which, on its course through the mine, has ventilated 
the active working places it was designed to ventilate, and is on its 
course toward the exit from the underground areas of the mine and 
its return to the air outside such underground areas. So the para- 
graph means that when the air in a split of air in a mine which has com- 
pleted its task of ventilating the active underground working places 
it was designed to ventilate, and is proceeding toward its exit from 
the mine, contains more than 1 percent of methane, changes shall be 
made at once in the ventilation in the mine so that such air shall not 
contain more than 1 percent of methane. As stated in connection 
with paragraph (2) of this subsection, the required change can normally 
be made by adjusting the ventilation so that the volume of the air 
in such split is increased sufficiently to dilute the methane which it 
contains so that the percentage of methane in such air shall be less 
than 1 percent. This is a safety precaution required to insure that 
the quantity of air in such split shall be sufficient to prevent an 
explosive accumulation of methane at any of the working faces which 
such split of air ventilates. 

Paragraph (4) ——— that if a split of air returning from active 
underground working places in a mine contains 1.5 percent of methane, 
as determined by recognized means of accurately detec ting such gas, 
the employees shall be withdrawn from and all electric power shall be 
cut off from, the portion of the mine endangered thereby, until the 
quantity of methane in _ air shall be less than 1.5 percent. 

While air containing 1.5 percent of methane is not explosive, its 
presence in that amount in air returning from active underground 
working places in a mine indicates that considerably larger amounts 
of methane may be accumulating in the air at places m the mine 
through which the current of air in such split has passed. Safety 
requires that employees be withdrawn from the portion of the mine 
which is endangered by the possibility of an explosion of any such 
accumulation of methane and that all electrie power be cut off from 
such portion of the mine, until the cause of the high percentage of 
methane in such returning air is ascertained and the quantity of 
methane in such returning air is reduced to less than 1.5 percent. 

This paragraph excepts s from the provisions above referred to, splits 
of air returning from active underground working places in virgin 


jc 
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territory in mines. The phrase, “active unde eae working places 
in virgin territory”? means working places in a block or seam of coal in 
which the extraction of coal is in its early stages. In such situations 
the newly opened coal often liberates large quantities of methane for 
relatively short periods of time until a substantial part of such methane 
in the coal bed has been drained off. As to the quantity of methane 
in splits of air returning from such working places, the paragrap yh 
provides that if the percentage of methane in such air exceeds 1 
percent, and if the mine is ventilated by an exhaust fan, and the v as 
of air delivered to such working places is at least 12,000 cubic feet per 
minute, and only permissible electric equipment is used in such work- 
ings, and the air in such split returning from such workings does not 
pass over trolley or other bare electric wires, and a qualified person 
desi; enated by the mine operator is continually testing the gas content 
of such returning air, it shall not be necessary to withdraw employees 
or cut off all electric power from the portion of the mine endangered 
thereby, unless such air contains more than 2 percent of methane. 

Paragraphs (5) and (6).— -The ‘se paragraphs provide that air w hieh 
(1) contains more than 0.2 ieheai methane and has passed by an 
opening of an unsealed, Seana area, or (2) has passed ibacuaeh 
an abandoned panel (or similar area) which is inaccessible for inspec- 
tion, or (3) has been used to ventilate a pillar line or an area from which 
the pillars have been removed, shall not be used to ventilate active 
face areas in gassy mines. They also provide that if such air contains 
more than 1 percent methane it shall not be used to ventilate any 
areas in gassy mines in which men work or travel. If in anv mine 
these provisions cannot be complied with on the effective date of 
section 209, it is provided that existing operations may be continued 
for a reasonable time until they can be complied with. 

The word “abandoned” when used as it is used in the first sente nce 
of this paragraph to describe an area of a mine, may generally be 
understood to mean an area of the mine from which the operator has 
removed all coal or other material, or as to which the operator has 
given up and abandoned any intent to remove coal or other material 
and intends never again to remove coal or other material from such 
area. However, note must always be taken of express | nguage which 
would give the word “abandoned” a different meaning than the 
general meaning above stated. An example of such express language 
is found in the last sentence of this paragraph which provides: ‘‘For 
the purposes of this paragraph, an area within a panel shall not be 
deemed to be abandoned until such panel is aba ndoned. - 

In earlier years it was not the practice to seal abandoned areas of 
underground mines. Therefore there are now many mines having 
abandoned areas which are unsealed. In many of such old abandoned 
unsealed areas methane, which may have been present in the coal 
which remained in such areas after their abandonment, has stnce 
escaped from such coal, and no methane is now being liberated 
therefrom. However, in some of such old abandoned unsealed areas 
some methane may still be present. It is now impractical, if not 
actually impossible, to seal many of such old areas, or to ventilate 
them so as to carry away flammable gases. In many mines contain- 
ing such old areas the ventilation system is such that a current of air 
intended to ventilate active working places must pass by openings to 
such unsealed abandoned areas before it reaches the active working 
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places it is designed to ventilate. As a precaution against danger that 
such air currents might carry explosive accumulations of me ‘thane to 
active working places in a mine unless carefully guarded against, this 
paragraph provides that such air currents may not be used to ve ntilate 
active face areas in the mine if such air contains 0.25 percent or more 
of methane. 

The reference in this paragraph to abandoned areas of a gassy mine 
relates only to areas abandoned prior to the effective date of this 
paragraph. This is quite clear because paragraph (11) of this sub- 
section 209 (c) provides that in a gassy mine ull workings which are 
abandoned after the eae. date of section 209 shall be sealed 
ventilated. 

Doubtless there are many gassy mines containing unsealed aban- 
doned areas which were abandoned long before this paragraph becomes 
effective. In some of such mines it would be impossible to comply 
with the provisions of this paragraph immediately upon the effective 
date of this paragraph. There fore this pari agraph also provides that 
if its provisions cannot be complied with in a gassy mine on their 
effective date, such mine may be operated after such date as it was 
operated immediately prior to such date, for a reasonable time until 
future mine development and ventilation of such mine can be changed 
to comply with the provisions of this paragraph. However, in order 
to insure that such continued operation will not result in the toleration 
of risks of explosions which should in no event be tolerated, the 
paragraph further provides that in no event shall air in a current of 
air which has passed by an opening of any unsealed abandoned are: 
in a gassy mine (abandoned prior to the effective date of this para- 
graph), be used to ventilate any area in such mine in which men work 
or travel, if such air contains more than 1 percent of methane. 

Paragraph (6) provides that in gassy mines air which has passed 
through an abandoned panel or similar abandoned area, which is in- 
accessible for inspection, or air which has been used to ventilate a pillar 
line, or an area from which pillars have been removed, shall not be 
used to ventilate any active face area. 

Air in abandoned panels or similar abandoned areas which are in- 
accessible for inspection is likely to contain methane, and the amount 
of methane present cannot be determined because of the inability to 
make inspections. It is dangerous to use such untested air for venti- 
lating face areas, because face areas, themselves, frequently liberate 
methane in considerable amounts and the total of the two possible 
quantities of methane might make an explosive accumulation of 
methane. Air which has been used to ventilate pillar lines or areas 
from which pillars have been removed, also, frequently contains 
methane and the use of such air to ventilate active face areas might 
also produce dangerous conditions. 

However, by reason of the construction and character of the ventila- 
tion system of a mine, it may be impractical or even impossible for an 
operator of a mine to comply with the provisions of this paragraph 
immediately on its effective date. The paragraph therefore, contains 
provisions which would permit such operator to continue to operate 
such mine after such effective date as it was operated immediately 
prior thereto, for a reasonable time until future mine development 
and ventilation of such mine can be changed to comply with this 
subsection. It further provides, however, that in no event shall air 
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which has passed through abandoned panels or similar abandoned 
areas which are inaccessible for inspection or air which has been used 
to ventilate pillar lines or areas from which pillars have been removed, 
which contains more than 1 percent of meth: ane , be used to ventilate 
any areas of mines in which men work or travel 

Paragraphs (7), (8), (9), and (10).—These eiaieuiti provide for 
regular examinations of the underground areas im mines. Except as 
otherwise noted below, these examinations are to be made by “certified 
persons”’ (see the explanation of this term in the explanation of section 
201) designated by the operator to do so 

Paragraph (7) relates to gassy mines, and provides that such an 
examination shall be made within 4 hours before the beginning of each 
coal-producing shift, before any workmen in the shift enter any under- 
ground area of the mine. The examination covers such matters as 
tests for methane, inspection of roof, face, and rib conditions, and 
checks to see that the ventilating currents are traveling m proper 
course and normal volume. If the examiner finds a dangerous con- 
dition, he is required to post a sign warning of the danger; the dan- 
gerous place is thereby closed to all persons except mine inspectors and 
persons authorized to enter to eliminate the danger. Provision is 
made for recording the examiner’s reports. 

The examination referred to above must be made before each coal- 
producing shift; to protect any person who enters a gassy mine at 
any other time, the last sentence of paragraph (7) provides that each 
underground area he enters must have been examined in the same 
manner within 12 hours before his entrance into such area. Under 
this sentence, examinations must be made of each place the person 
enters, and of so much of the surrounding area as may be necessary 
Lo provide reasonable protection against the hazards which the bil 
is designed to prevent. 

Paragraph (8) provides that nongassy mines shall be examined in 
the same manner at least once in each day during which coal is pro- 
duced, withm 4 hours before the first coal-producing shift begins 
Gas explosions rarely oceur in nongassy mines. ‘Therefore an exami- 
nation of such a mine made before a working shift enters the mine on 

calendar day on which coal is produced, is deemed to provide all 
that is reasonably required in the way of examination of such mines 
to protect against the occurrence of major disasters. 

Paragraph (9) provides that the underground working places 
in all mines shall be examined for hazards at least once during each 
coal-producing shift, or oftener if necessary; in gassy mines, such 
examinations shall include tests for methane and oxygen deficiency. 
Provision is also made for tests for methane where electrically driven 
equipment is used in gassy mines; these tests shall be made with a 
permissible flame safety lamp by a person trained in its use, rather 
than by a “certified person. 

Conditions which cause major mine disasters can result from im- 
proper or careless methods or practices in the actual extraction of coal 
at the working faces. Excessive amounts of coal dust may be raised 
into the air, coal dust and loose coal may be allowed to accumulate 
on the ground, or dangerous quantities of methane may be allowed 
to accumulate at the face. Frequent examinations by qualified 
persons for such hazards, or any others, should greatly minimize the 
occurrence of major mine disasters. 
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Paragraph (10) provides that in a gassy mine, before a roof fall 

made in pillar workings, they shall be examined to find whether meth- 
ane is present; if methane can be detected by a permissible flame 
safety lamp, it must be removed before a roof fall may be made. 
E xaminations under this paragraph are not required to be made by a 

“certified person.” 

‘Pillar workings’’ means workings by which coal is extracted from 
it natural deposits in the earth by the pillar method of mining. “ Pil- 
lar method of mining’’ means a method of mining by which all of the 
coal in the area being mined is removed, as distinguished from other 
methods of mining by which part of the coal in the area being mined 
is removed and part of the coal is left standing in the form of pillars 
to support the roof below which coal has been removed. In the pillar 
method of mining the roof above open space from which coal has been 
removed, is purposedly caused to fall, to relieve the pressure above 
such unsupported roof. 

This paragraph requires that methane which may be present in 
open space under unsupported roof in pillar workings must be re- 
moved before such roof is caused to fall because a fall of the roof 
might force such gas out of the area being mined and into other areas 
of the mine where it might be ignited and cause an explosion. 

Paragraph (11).—This paragraph provides that workings abandoned 
in a gassy mine shall be sealed or ventilated. The purpose of this 
provision is to provide that methane in areas of a mine which are 
abandoned after the effective date of this paragraph will either be 

carried away by a current of air adequate to prevent the accumulation 
of large quantities of such methane in such abandoned areas, or such 
methane will be confined in such abandoned areas by substantial 
seals and prevented from entering the air in other areas of the mine 
where it might be ignited. The operator will have the option of 
either sealing or ventilating such abandoned areas. 

This paragraph further provides that if the operator ¢ ‘hooses to seal 
such abandoned areas, the sealing shal! be done in a substantis al manner 
with incombustible material, and one or more of the seals of every 
sealed area shall be fitted with a pipe or valve to permit testing of 
gases or water confined be hind such seals. 

The paragraph further provides that workings within a panel shall 
not be deemed to be abandoned until the entire panel is abandoned. 

Subsection (e)—Coal dust and rock dust.—Paragraph (1) provides 
that combustible materials shall not be permitted to accumulate in 
dangerous quantities in active Scene workings of any mine. 

The extraction of coal from the earth requires that it be broken into 
pieces small enough to be handled, loaded into conveyances, and 
carried out of the mine. Such operations necessarily result in the 
scattering of coal dust and pie ces of loose coal about. The provisions 
of this paragraph would require that such coal dust and loose coal be 
removed from the mine as frequently and as completely as is necessary 
to prevent dangerous quantities from accumulating in active under- 
ground workings. 

The avoidance of accumulations of large quantities of combustible 
materials greatly reduces the danger of fires or explosions 

Paragraphs (2), (3), (4), and (5) do not apply to anthracite mines, 
because anthracite coal dust is not explosive. Paragraph (2) pro- 
vides that where underground mining operations raise excessive dust, 
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the dust shall be allayed at its source. Paragraphs (3), (4), and (5 
require rock dusting except where the dust is too wet or too incombusti- 
ble to propagate an explosion, and prescribe how rock dusting is to be 
done. 

Poracravhs (3 ‘ovid t ever 

Paragraphs (5) and } provide that e ! Indereround mine, except 
those areas thereot in Which the coal aust 18s too wet to burn or explode, 


or in which the incombustible content of the combined e al dust and 


other dust is so hich that the coal dust will not burn or explode. shall be 
rock-dusted to points within 40 feet of all fa that is. to points 
within 40 feet of the end wall at each we Ing place trom hich ecal 


IS bye Ine extracted from Its natural depos tip the eart!] 


» ’ , ‘ 
Roeck-dustinge an area Of & Mine to a point tess than 40 feet irom 


face is not practical, because dust is beme created in such area most 
of the time men are working there. If a fire or an explosion occurs 
within 4A() feet of a face such fire or explosion will not extend be ynid 
a point 40 feet from such face if the area of the mine be ma 40 


from such face is properly rock-cdust 


The paragraphs further provide that i there 1s an open cros 


‘fan open passageway which connects two other passageways) wit! 
40 feet ot a face, such open crosscul shall also be roeck-dustec 

Thev provide, however, that back entries need be rock-dusted on 
iInbv a point 1.000 teet outby the 1unction of the back ent: Wit the 
first active entry. 

Paracri rh (5 yrovides that where roek dust is applied t shi } 


‘| 
aS ] | } ] 
distributed upon the top, floor, and sides of all open places and main- 


tained in such quantity that the ncombustible content of the combine 
cont dust, rock dust. and other dust will not less than 65 peree! 
his para ph further rovide 1) I I - | 
anv mine ventilain urrent oO { 65 nt 1 ) 
eontent o] thre COMpD NE ( ~ = creased pel ( 
one-tenth of 1 percent of methane pi in such air curr 
Subsection (f [electrical eq Li pine Fs This subsection makes provi 
sions for the use of electrical equipment in gassy mines Paragraph 
(I provides that all electric-face er lipmel ised In a gassv mi 
shall be permissible, unless the operator owned it, or the right to use 
it. or had ordered it. before the effective date of section 209 or the date 
the mine became Cassy, whicheve S 1atel evel where nonpermis- 


sible face equipment may be used, however, it may not be used to re- 
place permissible equipment in use in a mine except under certain 
specified conditions 

The purpose of the first exception ih this paragraph 1s to provice 
that the operator of a gassy mine, may use nonpermissible electric 
equipment at a face in such mine after the effective date of this para- 
graph, if such operator owned such nenpermissible equipment, or 
owned the right to use it, or had ordered it prior to such effective dat 
The language of this exception does not require that the operator 
must have been using such nonpermissible equipment in such mine 
on the effective date of this paragraph, in order to use in sue 
after the effective date of this paragtr 
such nonpermissible equipment must have been in any use whatsoever 
on the effective date of this paragraph. The language only requires 
that the operator must have owned the equipment on such effective 
date, or must have owned the right to use it, or must have ordered it, 
prior to the effective date of this paragraph, in order to lawfully use 


. : ; 
iph Nor does it require that 
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it in a gassy mine after suc th effective date. The words “owned the 
right to use it’’ are intended to cover cases in which the operator may 
not have been the owner of nonpermissible equipment, but may have 
had a legal right to use it as a lessee, or a holder under a conditional 
sales agreement or any other legal agreement. 

The limitation providing that the operator may not use any such 
nonpermissible equipment to replace permissible equipment in use ina 
gassv mine, meaus that the operator may not at any time remove from 
a gassy mine and use elsewhere, permissible electric equipment in use 
in such mine, and then use nonpermissible equipment to take the 
place of the permissible equipment so removed. However, the opera- 
tor may interchange permissible and nonpermissible equipment in use 
inamine. ‘That means that an operator who is using both permissible 
and nonpermissible equipment in a particular mine, May move any 
of such equipment from one place to another place in such mine. He 
may move permissible equipment into a place in such mine in which 
place he theretofore used nonpermissible equipment, and may move 
nonpermissible equipment into a place tn such mine in which place he 
theretofore used permissible equipment. 

The proviso that explosion-tested cable-reel locomotives and shuttle 
ears purchased by an operator before permissible cable. reel locomotives 
and shuttle cats, is an exception to the limitation providing that an 
operator May not use nonpermissible equipment to replace permis- 
sible equipment. This exception was placed in this paragraph for the 
following reasons: Permissible cable-reel locomotives and shuttle cars 
became available only recently, when the United States Bureau of 
Mines certified to the permissibility of cable-reel locometives and 
shuttle cars. Prior to that time such locomotives and shuttle cars 
were not “permissible,” and therefore were not available. Until 
permissible cable-reel locomotives and shuttle cars became available 
only explosion-proof cable-reel locomotives and shuttle cars were 
available, that is obtainable by operators. When the Bureau finally 
certified cable-reel locomotives and shuttle cars to be permissible, i 
was found that there is practically no difference between permissible 
cable-reel locomotives and shuttle cars = exple slon- proof cable-reel 
locomotives and shuttle cars. So, there is no sound reason why an 
operator should not be permitted to Selene permissible cable-reel 
locomotives aad shuttle cars with explosion-proof cable-reel locomo- 
tives and shuttle cars which he purchased prior to the effective date of 
this section. 

Paragraph (2) provides that, in a gassy mine, only permissible junc- 
tion or distribution boxes shall be used for mi aking multiple-power 
connections in working places or other places where dangerous quan- 
tities of methane may be present. 

It further provides, however, that where nonpermissible junction or 
distribution boxes, are in use, or on order, on the effective date of this 
section or the date on which an order is made requiring the operator 
of such mine to comply with the provisions of section 209, of title IT, 
which pertain to gassy mines, whichever of such dates is later, their 
use may be continued until such time as replacements are made. 

Junction or distribution boxes are boxes to house connections be- 
tween two or more electric wires. 

Paragraph (3) provides that, in a gassy mine, explosion-tested cable- 
reel locomotives shall be equipped with two-conductor trailing cables. 
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The purpose of this paragraph is to require that, when the current 
to operate such locomotives is being transmitted throu: ee a tr ailing 
cable, such cable must be a two-conductor cable. and the 
on which such Jocomotives run shall not be used as the 
negative circuit for the locomotive. 

Paragraph (4) provides that, in a gassy mine, trolley 
wires shall not extend beyond the last open crosscut and 
nearer than 150 feet to pillar workings. 

Electric wires are potential sources of sparks and ares. Areas of a 
mine beyond the last open crosscut and the areas in and about pillar 


Lee | ral ils 
cround Ol 


and feeder 
I] not be 


! 
Shai 


workings are areas where methane often accumulates. ‘| he provisions 
of this paragraph are designed to remove potential sources of sparks 
from portions of a mine which may contain explosive mixtures 

Subsection (g) Fire prote ction.—This subsection provides that each 
mine shall be provided with suitable fire-fighting equipment; that fir 
inspections be made after blasting operations performed on shift; 
that underground storage places for oil and grease in excess of 2 days’ 
supply shall be of fireproof construction; that oil and grease kept in 
underground working places in a mine shall be in portable, closed, 
metal containers; that underground structures installed after the 
effective date of section 209 shall be of fireproof construction; and 
that certain precautions be taken where welding, cutting, or soldering, 
with are or flame is done in underground face regions in other than a 
fireproof enclosure. 

Subsection (h) Miscellaneous This subsection santtois Ss that oil 


and gas wells penetrating coal beds or underground workings of mines 
shall be drilled and sealed in compli ance with State stat tutes: that 
boreholes shall be drilled in advance of working places under certain 


specified conditions; that in a gassy mine smoking shall not be per- 
mitted underground nor shall any person be permitted to carry smok- 
ing materials, matches, lighters, underground; that only permissibl 
electric lamps shall be used for portable illumination underground in 


t 
’ ? # 1 1? 1 , ‘? 
a& gassyv mile; that black blasting powder Shinil not be stored, handled 





or used underground in any mine; and that unconfined shots shail 
not be fired underground in any mine. Provisions are also included 
covering the equipment, testing, Inspection, and operation of hoists 
used to transport persons at a mine. 
Section 210—Penalties 

Subsection (a).—This subsection provides that an operat hh 


willfully fails to comply with a closing order of which he ha 
notified shall be fined not more than $2,000 
Subsection (b).—This subsection provides that an opers 


y* 


who knows of a closing order and willfully directs 
| 


/ 


causes any person (other than one who is lawfully authorized to do 
so) to enter or be in the area affected by the order shall be fined no 
more than $2,000. 

Subsection (e).—-This subsection provides that any person who 
knows of a closing order and without lawful authority enters or 
remains in the area affected by the order shall be tined not more tt 
$2,000. 

Subsection (d).-—This subsection provides that a iV person havin 
control or supervision of a coal mine who refuses to admit the Director 
any duly authorized representative of the Bureau, any State inspector 
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assigned in accordance with a State plan, or any independent inspector 


appointed under section 203 (e) (3), to such mine pursuant to section 
202 (e) shall be fined not more than $500. 
Section 211. Eff ct on State laws 

Subsection (a).—This subsection provides that no State or Terri- 
torial law shall be superseded by any provision of this Act, except to 
the extent that such law is in conflict with this title or with an order 
issued pursuant to this title. 

Subsection (b).—This subsection, which is designed to emphasize 
that this title is in no case intended to limit or interfere with the effec- 
tive promotion of mine safety, provides that provisions of State and 
Territorial law which provide for greater safety of persons on coal- 
mine premises than do provisions of this title relating to the same 
phases of mining operations, or which provide for the safety of persons 
on coal-mine premises in connection with phases of coal-mining opera- 
tions not covered in this title, shall not be construed to be superseded 
by this title. 

Subsection (c).—This subsection provides that nothing in this title 
shall be construed or held to supersede or in any manner affect the 
workmen’s compensation laws of any State or Territory, or to enlarge 
or diminish or affect the common law or statutory rights, duties, or 
liabilities of employers and employees under State or Territorial laws 
in respect of injuries, occupational or other diseases or death of em- 
plovees arising out of or in the course of employment. 

Section 212. Administrative provisions 

Subsection (a).—This subsection provides that whenever the Direc- 
tor determines that the construction of any equipment conforms to 
specifications prescribed by him to assure that such equipment will 
not cause a mine explosion or mine fire, he shall issue to the manufac- 
turer of such equipment a certificate stating that the equipment has 
net such specifications, and authorizing the manufacturer to attach 
to such equipment and to all identical equipment an approval plate, 
label, or other device approved by the Director to indicate that the 
equipment conforms to such specifications. 

Subsection (6).—This subsection provides for the appointment and 
compensation of personnel to carry out the new title Il. Inspectors 
uppointe d under this subsection must have the basic qualifications of 
at least 5 years’ practical experience in the mining of coal and be 
recognized by the Bureau as having the training or experience of a 
practical mining engineer in those essentials necessary for competent 
coal-mine inspe ction. 

Subsection (c).—-This subsection requires the Director to submit 
annually to the Congress, as soon as practicable after the beginning 
of each regular session, a full report of the adninistration of his func- 
tions under ths title during thie preceding calendar year, including the 
information obtained by him under this title together with such 
findings and comments thereon and such recommendations for 
legislative action as he may deem proper. 

Section 213. Exclusion from Admin istrative Procedure Act 

This section provides that the Administrative Procedure Act shall 
not apply to the making of‘any order pursuant to this title, or to any 
proceeding for the annulment or revision of any such order. 
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Section 214.—Authorization of appropriations 
f y approy 
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his section authorizes the appropriation of such sums, not exceed- 
ing $3,000,000 in any fiscal year, as may be necessary for the due 
execution of this title. 
Section 215.— Severability 

This section provides that if any provision of this title, or the 
application thereof to any particular person or circumstance, is held 
invalid, the remainder of the title and the application of such pro- 
vision to other persons or circumstances shall not be affected thereby. 


AMENDMENTS TO EXISTING PROVISIONS OF PUBLIC LAW 49 

Sections 2, 3, and 4 of the bill amend the existing provisions of 
Public Law 49, which will become title I of that act. Except as 
provided in sections 2 and 3 of the bill, the existing powers of the 
Secretary of the Interior under Public Law 49 are unaffected by the 


bill. 
Section 2.-- Failure to admit inspe ctor 


Section 4 of Public Law 49 now provides that any person having 
control or supervision of any coal mine who refuses to admit a duly 
authorized representative of the Bureau for the purpose of making any 
inspection or investigation authorized by the act shall be fined not 
more than $500 or imprisoned not more than 60 days, or both. In 
conformity with section 210 (d) of the new title II, section 2 of the bill 
eliminates the penalty of imprisonment, leaving this offense subject to 
a penalty of $500 fine. 

Section 3.—-Information concerning accidents in mines 

Section 5 of Public Law 49 now requires each person having control 
or supervision of a coal mine subject to the act to furnish information, 
upon request of the Secretary of the Interior or anv duly authorized 
representative of the Bureau, concerning any accident involving 
bodily mjury or loss of life which occurred in such mine during the 
calendar vear in which the request is made or during the preceding 
calendar vear. Section 3 of the bill amends this section to limit this 
requirement to accidents occurring during the 6-month period pre- 
ceding the request, and to provide for a fine of $500 for willful viola- 
tions of the section. 

Section 4.—-Teehnical amendments 

Section 4 of the bill provides that Public Law 49 may be cited as the 
Federal Coal Mine Safety Act, and makes a number of technical 
amendments necessary to convert the existing provisions of that act 
into title [ of the act, so that the new provisions added by the bill may 
be inserted as title IT of the act. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman 
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Pusuic Law 49—771rn CONGRESS 


AN ACT Relating to certain inspections and investigations in coal mines for the purpose of obtaining 
information relating to health and safety conditions, accidents, and occupational diseases therein, and 
for other purposes 

Be it enacted by the Senate and House of Representatives of the United States of 

America in Congress assembled, That this Act may be cited as the ‘Federal Mine 

Safety < fee”. 


TITLE I—ADVISORY POWERS RELATING TO HEALTH AND SAFETY 
CONDITIONS IN MINES 


[That the] Sec. 101. The Secretary of the Interior, acting through the United 
States Bureau of Mines, is hereby authorized and empowered to make or cause 
to be made annual or necessary inspections and investigations in coal mines the 
products of which regularly enter commerce or the operations of which substan- 
tially affect commerce 

(a) For the purpose of obtaining information relating to health and safety 
conditions in such mines, the causes of accidents involving bodily injury or loss 
of life in such mines, or the causes of occupational diseases originating in such 
mines, Whenever such health or safety conditions, accidents, or occupational 
diseases burden or obstruct commerce or threaten to burden or obstruct com- 
merce, 

b) For the purpose of ——— information relating to health and safety 
conditions in such mines, the causes of accidents involving bodily injury or 
loss of life in such mines, or the causes of occupational diseases originating in 
such mines, as a basis for determining the most effective manner in which the 
public funds made available for the protection or advancement of heelth or safety 
in coal mines, and for the prevention or relief of accidents or occupational diseases 
therein may be expended for the accomplishment of such objects. 

(c) For the purpose of obtaining information relating to health end sefetyv 
conditions in such mines, the causes of accidents involving bodily injury or loss 
of life in such mines, or the causes of occupational diseases, originating in such 
mines, as a basis for the preparation and dissemination of reports, studies, statis- 
tics, and other educational materials pertaining to the protection or advancement 
of health or safety in coal mines and to the prevention or relief of accidents or 
occupational diseases in coal mines. 

d) For the purpose of obtaining information relating to accidents invelving 
bodily injury or loss of life in such mines or reating to occupational diseases 
originating in such mines, to be transmitted to the Bureau of the Census for use in 
connection with the preparation and compilation of the various Census re p rts. 

e) For the purpose cf obtaining information relating to health and safety 
conditions in such mines, the causes of accidents involving bodily injury or loss of 
life in such mines, or the causes of occupational diseases originating in such mines, 
to be transmitted to the Congress for its consideration in connection with legisla- 
tive matters involving health and safety conditions, accidents, or occupational 
diseases in coal mines. 

Suc. [2] 102. The Secretary of the Interior, acting through the United States 
Bureau of Mines, is further authorized and empowered to make or cause to be 
made the inspections and investigations provided for in section 1 of this [Act] 
title at other than annual intervals at any time in his discretion when the making 
of such inspections or investigations in the mine concerned will be in furtherance 
of th e purposes of tt iis [Act] title. 

Rac. [3] 103. The Secretary of the Interior acting through the United States 

Sureau Of Mines, or any duly fie Reesteo representative of such Bureau, shall be 
entitled to admission to any coal mine the products of which regulacly enter com- 
merce or the operations of which substantially affect commerce, for the purpose of 
making any inspection or investigation authorized under section [1] 10/7 cr sec- 

ion [2] 102 of this [Act] title. 

Sec. [4] 104. Any owner. lessee, agent, manager, superintendent, or other 
person having control or supervision of any coal mine subject to the provisions of 
section [1] 101 or section [2] iy of this [Act] tile who refuses to admit the 


Secretary of the Interior, acting through the United States Bureau of Mines, or 


any duly authorized representative o of such Bureau, to such mine, pursuant to the 


provisions of section [3] 103 of this [Act] title, shall be guilty of a misdemeanor 


and, upon e>nviction thereof, shall be punished by a fine not exceeding $500 or by 
imprisonment not exceeding sixty days, or by both. 
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Sec. [5] 105. Every owner, lessee, agent, manager, superintendent, or other 
person having control or supervision of any coal mine the products of which 
regularly enter commerce or the operations of which substantially affect commerce 
shall furnish to the Secretary of the Interior, acting through the United States 
Bureau of Mines, or to any duly authorized representative of such Bureau, upon 
request, complete and correct information to the best of his knowledge concerning 
anv or all accidents involving bodily injury or loss of life which occurred in such 
mine during the calendar year in which the request is made or oa the preced- 
ing calendar vear. Whoever willfully violates this section shall be fined a more 
than $500 or imprisoned not more than sixty days, or hoth. 

Sec. [6] 106. The Secretary of the Interior, acting throu 
Bureau of Mines, is hereby authorized and directed 

(a) To report annually to the Congress, either in summary or detailed 
the information obtained by him under thi has Te t tle, together with such find 
ings and comments thereon and such recommendat rl ive i 


Hel 


oh the United States 


he may deem proper: 











(b) To compile, analyze, and publish, either in summary or detailed form, the 
information obtained by him under this [Act] title, together with such findings 
concerning the causes of unhealthy or unsafe conditions, accidents, or occupa- 
tional diseases in coal mines, and such recommet dation s for the prevention or 
amelioration of unhealthy or unsafe conditions, accidents, or oceupatior al diseases 
in coal mines as he may deem prone 

¢) To prepare and disseminate reports, studies, statistics, and other educa- 
tional matenals pertaining to the p rotection or advancement of health or safet: 
in coal mines pl to the prevention or relief of accidents or occupational diseases 
in coal mines; 

d) To expend the funds made available to him for the protection or advance- 
ment, of health or safety in coal mines, and for the prevention or relief of accidents 
or occupational diseases therein, in such lawful manner as he ma leem most 
effective in the light of the information obtained under this [Act] title to promote 
the accomplishment of the objects for which sucl func Is are granted; 

\¢ To transinit to the Dire ctor of the Cer lis Sunn oO ae i ed 
form, the information obtained by him uw Baad title. for use in connec- 
tion with the preparation and cada. of the various Census reports; and 

if) To make available for public inspection, either in summary or detailed 
form, the information obtained under this L \ ty fitle, aS SOON as pra ticable after 
the acquisition of such information. 

Sec. [7] 107. The execution of the provisions of t hall devolve 


nterior may 


t he S 
upon the United States Bureau of Mines and the Secre 
I » cooperate 


designate other bureaus or offices in the Depart 
with the United States Bureau of Mines for such 1 promote 
sound and effective coordination of Federal and loes 





} 
ivitie ithin the field 
covered by this [Act] title, the Secretary of the Interior, and the several bureaus 
and offices under his jurisdiction, shall cooperate with the official mine inspection 
or safety agencies of the several States an d Territories, and, with the consent of 


1 i, U 


the proper authorities thereof, may utiliz the s services of such agencies in connec- 
tion with the administration of this [lc cr Copies of all findings, recom- 
mendations, reports, studies, statistics and in saa made public under the 


authority of clauses (b), (c), and (f) of section [6] 106 of this Tact] title shall 
whenever practicable, be furnished any cooperating State « 
which may request the same. 

Sec. [8] 108. The Secretary of the Interior, acting through the United States 
Bureau of Mines, may, in his discretion, create and establish an advisory com- 
mittee composed of not more than six members to exercise consultative functions, 
when required by the Secretary, in connection with the administration of this 
[Act] ttle. The said committee shall be composed of representatives of coal- 
mine owners and of representatives of coal-mine workers in equal number. The 
members of said committee shall be appointed by the Secretary of the Interior 
without regard to the civil-service laws. 

Sec. [9] 109. The Secretary of the Interior, acting thr aaah the United States 
Bureau of Mines, shall have authority to appoint, subj to the civil-service 
laws, such officers and employees as he may deem senile for the administration 
of this [Act] title; to fix, subject to the Classification Act of 1923, as amended, 
the compensation of officers and employees so appointe d; and to prescribe the 
powers, duties, and responsibilities of all officers and employees eauual in the 
administration of this [Act] title: Provided, however, That in the selection of 
persons for appointment as coal-mine inspectors no person shall be so selected 


or Territorial agency 
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unless he has the basic qualifications of at least five years’ practical experience in 
the mining of coal, and is recognized by the United States Bureau of Mines as 
having the training or experience of a practical mining engineer in those essentials 
necessary for competent coal-mine inspection; and in detailing coal-mine inspec- 
tors to the inspection and investigation of individual mines, due consideration 
shall be given to their previous practical experience in the work of mining coal in 
the State, district, or region where such inspections are to be made. 

Sec. [10] 110. There are hereby authorized to be appropriated, out of any 
moneys in the Treasury not otherwise appropriated, such sums as may be necessary 
for the due execution of this [Act] title. 

Sec. [)1] 117. For the purposes of this [Act] Wile, the term ‘‘eommerce” 
means trade, traffic, commerce, transportation, or communications between 
any State, Territory, possession, or the District of Columbia and any other State, 
Territory, or possession, of the United States, or between any State, Territory, 
possession, or the District of Columbia and any foreign country, or wholly within 
any ‘Territory, possession, or the Distriet of Columbia, or between pcints in the 
same State if passing through any ther State or through any Territory, possession, 
or the District of Columbia or through any foreign country. 

Sec. [12] //2. If any provision of this [Act] ttle, or the application thereof 
to any person or circumstance, is held invalid, the remainder of this [Act] title, 
and the application of such provision to,other persons or circumstances, shall not 
be affected thereby. 


TITLE II—PREVENTION OF MAJOR DISASTERS IN MINES 
DEFINITIONS 


Sxc. 201. For the purposes of this title— 

(1) The term “Board” means the Federal Mine Safety Board of Review created by 
section 205. 

(2) The term ‘‘Bureau” means the Bureau of Mines. 

(3) The term certified person’, when used to designate the kind of person to whom 
the performance of a duty in connection with the operation of a mine shall be assigned, 
means a person who is qualified under the laws of the State in which such mine is 
located to perform such duty, except that in a State the laws of which do not provide for 
such qualification, the term means a person deemed by the operator of such mine to be 
qualified to perform such duty. 

(4) The term “commerce’’ means trade, traffic, commerce, transportation, or com- 
munications between any State, Territory, possession, or the District of Columbia and 
any other State, Territory, or possession, of the United States, or between any State, 
Territory, possession, or the District of Columbia and an y foreign eountry, or w holly 
within any Territory, possession, or through any other State or through any Territory, 
possession, or the District of Columbia or through any foreign country. 

(5) The term ‘Director’ means the Director of the Bureau of Min 

(6) The term “duly authorized representaiive of the Bureau’? means a person 
appov ed under seciion 109 of tatle I or under section 212 of this title and authorized 


in writing by the Director to perform the duties of a duly authorized representativ 


of the Bureau as provide d in sec ions P02, 203, and 206 of this title. 

(7 The term “‘gassy mine” means any mine in which methane has been ignited o 
has he il fou d hy @ pe rmissih « flame safe iy lamp 0 by aur analysis im an amount 
of 0.25 per centum or more in any open area. 


5 The lerm “*mane * meens an area of land inc udir g €v rythin g anne Ls d lo vi hb? 


nature and all structures, machine ry, o00!8, eG pr ut and athe oper y, ve ” pe 

sonia, placed uj por under or above tis su face by mun, used in the work of extracting 
bitumi NOUS C ‘ igni or anthraci's : from iis natural denosits ir the rth in such 
area and tr ae Do }- of prov essing the coal so extroacied. Tie ierm “work of processt ig 
the coal” as used in this paragraph means the sizing, cleaning, drying, mixing and 
crusi ing of ba UMINIUS ¢ ral, liqnite or anthracile, and such other work of proce Ssing 


such coal as is usually done by th operaior, and does nol mean crushing, coking, 0 
d ry Poe ; } 


‘ } . } ae 
ation of such coal or such other work of processing § ich coal as 18 usual y done 


by a consumer or others in connection with the utilization of such coal. 

4) The term “ope rator’’? means the person, partnership, association or corpora- 
tion eperali ng an wan 1 oun ng t i¢ right to do so. 

e The term ~ per ” issible’’ ; , aS a; »plic d to eq lei pine nt ised mn the Ober tion of d 
mine, means eq ipme nt to wh ich an Gp p rove ad plate > lathe ‘, or oti er de nee is atta } é d 


} } J ah » 
as authorized by the Director under section 212 (a), and which meets specifications 
h, 1) are prescribed by the Director for the const ction and maintenance of such 








: 
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we 
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3 
: equipment, and (J3) are designed to assure that such equipment will nol caise a mine 
: explosion or mine fire. 
: (11) he term “premises” rhen ised an efe ring to the prem ses of mine means 
: the land within the mine’s area of lan l 
4 2) The term “rock dust’? means pulverized li stone, omite, g nhiye 
: a " shale, tale, adove, or other anert 7 re I ete u/ qd t colore A LOH pe 
; centum of CHIU ail pass througn a sieve ng } > pe nea neh «ay 
: per centtum or more of whack ill DUs fhrougl Sieve f ping Zu mesnes per wea 
anch: (BB) the part cles of rhich when eltted and dried ill not cohere ti ym. a cake 
which will not be dispersed into separate part es ght blast of a -and (¢ / 
doe s not cont lint VrOre t/ tr 4 pe r ce nt 477. O COMO é preettle Fa —- ; ret in a tota 
of 5 per centum of free and combined silica (SiO 
(13) The term ‘‘su ‘face’ when used in refi iq to the surface of the p i a 
mine, or the su rface of amine, or the s fa oft (ure f the } } mine > 8 
ground in a mine’s area of land which is not ur roUN 
INSP 1 TIONS 
Sec, 202. (a) For the pur pose of delermining whethe a danger described in 
section 203 (a) exists in any mine the products of which regularly enter commerce or the 
operations of which substantially affect commerce, O hether any provision of sectior 


209 is be ing violated in any such mine, the Director shall cause an inspection of each 
such mine to be made by a duly authorized representative of the Bureau at least 
annually. The Director shall also mal €, or cau luly authorized representatives 
of the Bureau to make, such special inspections of such mines as may be require 
by sectton 203 (c) and section 206, and such other inspections of such mines as he 
deems mecessari for the proper administration of this title. 

(b) The Director or any duly authorized representative of the Bureau shall he 
entitled to admission to any such mine for the purpose of making any such inspection, 





FINDINGS AND ORDERS 


SEC. P03. (a) l If 1 duly authorized re preseniaiive ¢ r the Bu eau, Uz making 
an inspection of a mine as authorized in section 202, finds danger thal a mine ex- 
plosion, mine fire, mine inundation, or man-trip o wn-vorst accident will occur in 
auch mine timmedi2ztely or before the moni ne e of s h danger in be eliminated. 
he shall also find the extent of the area of su maine oughout 2 h 1 danae 
exist?. There upon he shall immediately ma an oO eoull g the operat of 
such mine to cause all persons, excep y persons referred to in paragrapl of 
this section, to be withdrawn from. and to be debarred from entering ich area. Such 
findings and order shall contain a detailed ad 170 of the nedii ; ] iol 
representative finds c1use and constitute such danger, and a de ptior area 
of Su *h nine throuqho it wi } persor ” h ‘ n and deha ( 

(2) No order issued under paragraph (1) of this s ibsection shall require anv of the 
following persons to be withdrawn from, or to be debarred from entering, the are 
de 8c? tbed in the ord rng A ani perso hose presence i ich area s necessary. in 
the 3 cdg me nl of the operator of the mine, to eli? ile the naer described in the order 
(B any p tbl c official whose affic ul dut equ f ) lf ich a = sf any 
le ga! or technical CONS ltant., or any repre lative « i} é OY ( he , » 

a certified person qualified to make mine ex t ( s companied by such a 
person, and iho presence tn é ich a j ecessa fhe gine of the anerator « 
the mine, for the proper investigation of i condit ) ORC hed m the ¢ fe 

()) If such repres niative finds that a j j or sect n & ; hy rg ) 1 
ar l t} il the cond lions cre tled / j i¢ vie on oO rote se dang hat , i 
CL Plo on, mire Ji “ef, mine w maiation, or man-t » 4 n-hoist accide occur 
in such mine mmediately or befor } re TL« ) cl ang can O minmaled, 
he shall find what vould be a reasonable 7 od of time fio) hoch sucl lation 
should be totally abated. Such findings shall contain the provisions o 
which he iT a bye ng violated and aa ! f ’ the cor } hich 
cause and consiitute such violation 

‘ ] Ti period oft ( > Te ? } j / 
of tt) e may he extended bu a du J autho { re} oO he bB ré , elo 
Lire up nthe making of a special i pee , erlain wt ere eh j iON 
has heen totally abate Re The Direct sha prom pt l f he pet é or 
to he made: (A ipon the expiratio of such a pe f ne as ¢ aun fixe 
(R) upon the expt ation of such a pe od ¢ lime as exte ea VW ( herneve mm 
operaior of a mine, prior to the expiration of any ch period of time, requests | ) 
cause such a special inspection to be made at such mine (pon making s ha specia 
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inspection, such representative of the Bureau shall find whether or not such violation 
has been totally abated. If he finds that such violation has been partially but not 
totally abated, he shall find whether or not such period of time as originally fixed, or as 
so fixed and extended, should be extended. If he finds that such period of time should 
be extended, he shall find what a reasonable extension would be. If he finds that such 
violation has been partially but not totally abated, and if such period of time as 
originally fixed, or as so fixed and extended, has then expired, and if he also finds 
that such period of time should not be further extended, he shail also find the extent of 
the area of such mine which is affected by such violation. Thereupon he shail 
promptly make an order requiring the operator of such mine to cause all persons in 
such area, excepting persons referred to in paragraph (2) of this subsection, to be 
withdrawn from, and to be debarred from entering, such area. Such finding and order 
shall contain the provisions of section 209 which are being violated and a detailed 
description of the conditions which such representative finds cause and constitute 
such violation, and a description of the area of such mine throughout which persons 
must be withdrawn and debarred. 

(2) No order issued under paragraph (1) of this subsection shall require any of the 
following persons to be withdrawn from, or to be debarred from entering, the area 
described in the order: (A) any person Ghees presence in such area is necessary, in 
the judgment of the operator of the mine, to abate the violation described in the order; 

(B) any public official whose official duties require him to enter such area; or (C) any 
baal or technical consultant, or any representative of the emplovees of the mine, who is 
a certified person qualified to make mine eram inations, or 7s accompanied by such a 
person, and whose presence in such area is necessary, in the judgment of the operator 
of the mine, for the proper investigation of the conditions described in the order. 

(d) Notice of each finding and order made under this section shal! promptly be given 
to the operator of the mine to which it pertains, by the person making such finding or 
order. 

NOTICES 


Sec. 204. (a) All findings and orders made pursuant to section 203 or section 206, 
and all notices required to be given of the making of such findings and orders, shall be 
in writing. All such findings and orders shall be signed by the person making them, 
and all such notices shall be signed by the person charged with the duty of giving the 
notice. All such notices shall contain a copy of the findings and orders referred to 
therein. 

(b) Hac h operator of a mine shall maintain an office on or near the premises of such 
mine and shall maintain thereon a conspicuous sign de signating it aa the office of such 
mine. Each operator of a mine shall maintain a bulletin board at such office or at 
some conspicuous place near an entrance of such mine, in such manner that notices 
required by law to be posted on the mine bulletin board may be posted thereon, be easily 
visible to all persons desiring to read them, and he protected against damage by weather 
and against unauthorized removal. The operator shall maintain on such bulletin 
board a conspicuous sign designating it as the bulletin board of such mine. Notice 
of any finding or order required by section 208 or section 206 to be given to an operator 
shall be given by causing such notice, addressed to the operator of the mine to which it 
pertains, to be delivered to the office of such mine provided for in the first sentence 
of this subsection, and by causing a copy of such notice to be posted on the bulletin 
board of such mine provided for in the second sentence of this subsection. The 
requirement of the preceding sentence that a notice shall be ‘‘addressed to the operator 
of the mine to which it pertains’’, shall not require that the name of the operator for 
whom it is intended shall be specifically set out in such address. Addressing such 
notice to ‘“‘Operator of Mine’’, specifying the mine sufficiently lo 
identify it, shall satisfy such requirement. 

(c) The Director shall cause a copy of each such notice to be mailed to a duly 
designated representative of the employees of the mine to which it pertains, and to 
the public official or agency of the State or Territory charged with administering State 
or Territorial laws, tf any, relating to mine safety in such mine. 


CREATION OF REVIEW BOARD 


Sec. 205. (a) An agency is hereby created to be known as the Federal Mine 
Safety Board of Review, which shall be composed of three members who shall be 
appointed by the President, by and with the advice and consent of the Senate. 

(b) The terms of office of members of the Board shall be three years, except that 
the terms of office of the members first appointed shall commence on the effective date 
of this section and shall erpire one at the end of one year, one at the end of two years, 
and one at the end of three years, as designated by the President at the time of appoint- 
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ment. A member appointed to fill a vacancy caused hy the death, resignation, or 
removal of a member prior to the expiration of the term for which he was appointe 


of the Board may be removed by the President for inefficiency, neglect of duty, or 
malfeasance in office. f : , 

(c) Each member of the Board shall be paid compensation at the raie of $100 for 
each day of actual service, including travel on « } 
Board shall be a citizen of the United States. — 


of one person who by reason of previous training and experience may reasonably be 


is a 
shall be appointed only for the remainder of such unexpired term. The members 


ss. Each member of the 


‘ j } 7 
all fimes. sha consisi 
































said to represent the viewpoint of coal-mine operators, one person who by reason of 
pre viOUS raining and erperience may reasona't be sa / to represent t} rrewmnoint of 
coal-mine workers, and one person, who shall be cl man of the Board, who shall be a 
graduate engineer with experience in the coal-mining tndustru or shall ha had at 
le ast five ye ars’ erpe rie nmeeasa prac facal mining er neE nthe ¢ oal-mi ning wy / istry, 
and who shall not, within one year of h appointment as a membe of the Board, have 
had a pecuniary interest in, or have been regularly emvloved or engaged in, the minin 
of coal, or have reqularly represented eit} aie ne operators, or coal-mine wo 
or have been an officer or employee of the Deparin of the Interior a med to fy 
in the Bureau. 

(d) The principal office of the Board sh: h n the District of C hia. When- 
ever the Board deems thal the convenience o aE eeris Saas 
moted, or dé la {/ or expense rary be nin ! Ll» hold hea ( her 
proces lings al any other place. The B l shall have an officia ! hich 
judicially noticed and which shall | custody of the ! of the 
‘Board. 

(e) The Board shall, without regard io the « ¢ ce laws, appoint an é , 
the duties of a secretary of the Board and ( Y ounse se at des NeCESS , 
Subject to the civil-service laws. the Board sha appoint h other en oye ' ¢ 
deems necessary in erercising its ) md d es. The compensation of all em- 
ploye es appointed by the Board shall b Sire nm act dance with the Cl fication Act 
of 1949, as amended. . 

(f Two Pre mibe rs of the Board shall constitute a quorun and aoticial actions of the 
Board can be taken only on the affirmative rb at least two members: but ar one 
memb r orany two membe rs, upon or le or ts Boa ad ha con li 1 j ng pro- 
vided for in section 207 and submit the transe pt ich hearina ¢ he ent } ] 
for its action thereon. KHve ry ofhic Mai act of Cire bBo ird hai be eniere l ot cord, a id 
its hearings and records thereof shall be open to t} rub 

(a The Board shall hear and de termine Lp plice or filed pursuant ft io ft) 
for annulment or revision of orders made pu nt to lion 208 or section 20 The 
Board shall not make or cause to be made mn spection of a mine for the 7 se of 
determining any pending application. : 7 

(h) The Board is authorized to make such rules as are necessary for the orderly 
transaction of iis proceedings, which sha l nelude requ ement for adeg ( et 
hearings to all parties. ; 

(4) Any member of the Board may sian and iss sul penas for the attendar and 
testimony of witnesses and the producton of relevant pap books and documents, and 
administer oaths, Witnesses summoned befor he Roard shall be pa ! the same fees 
and mileage that are paid witnesses in the co of the Ur 1 State : 

(7) The Board may order testimonu to be take? by deposition in any pre ceeding 
pending before it, at any stage of such proceeding. Reasonable notice must be first 
give nin writing by the party or his attorney proposing to take such deposition to the 
Oppos le party or his attorné j of reco f. } hn? e shall state th name of ti arty g 
and the time and place of the taking of his depasilior in person may be compe led 
to appear and de pose, and to prod we books, papers, { , §, inl SL? manne 
as witnesses may be compelled to appear and testify and j luce like documentary 
evidence before the Board, as provided in sudsection : Wit 34 whose deposition 
are taken under this subsection, and the persons taking suc! rs ms shall 





entitled to the same fees as are paid for like seri es inthe co ts of the United States. 

(k) In case of contumacy by, or refusal to obey a subpena se rved upon, any person 
under this section, the Federal district court for any district in which such person is 
found or resides or transacis business, pon application by the United States. and 
after notice to such person and hearing, shall have ju fiction to issue an order 
requiring such person to appear and e testimony before the Board or to appear 
and produce documents before the Board, or both; and any failure to obey such order 
of the court may be punished by such courts a a contempt thereof. 
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REVIEW BY DIRECTOR 


Sec. 206. (a) An operator notified of an order made pursuant to section 2C3 (a) 
may apply to the Director for annulment or revision of such order. Upon receipt of 
such application the Director shall make a special inspection of the mine affected by 
such order, or cause three duly authorized representatives of the Bureau, other than the 
representative who made such order, to make such inspection of such mine and to 
report thereon tohim. Upon making such special inspection himself, or upon receiv- 
ing the report of such inspection made by such representatives, the Director shall 
find whether or not danger throughout the area of such mine as set out in such order 
existed at the time of making such special inspection. If he finds that such danger did 
not exist throughout such area of such mine, he shall make an order, consistent with 
his findings, revising or annulling the order under review. If he finds that such 
langer did exist throughout such area of such mine, he shall make an order denying 
such application. 

(b) An operator notified of an order made pursuant to section 203 (c) may apply 
to the Director for annulment or revision of such order. Upon receipt of such applica- 
tion the Director shall make a special inspection of the mine affected by such order, 
or cause three duly authorized representatives of the Bureau, other than the repre- 
sentative who made such order, to make such inspection of such mine and report 
thereon to him. Upon making such special inspection himself, or upon receiving the 
report of such inspection made by such representatives, the Director shall find whether 
or not there was a violation of section 209 as described in such order, at the time of 
the making of such order. If he finds there was no such violation he shall make an 
order annulling the order under review. If he finds there was such a violation he 
shall also find whether or not such violation was totally abated at the time of the mak- 
ing of such special inspection. If he finds that such violation was totally abated at 
such time, he shall make an order annulling the order under review. If he finds that 
such violation was partially but not totally abated at such time, he shail find whether 
er not the period of time within which such violation should be totally abated, fixed 
under section 203, should be extended. If he finds that such period of time should 
be extended, he shall find what a reasonable extension of such period of time would be 
Thereupon he shall find the extent of the area of such mine which was affected by such 
violation at the time such special inspection was made, and then he shall make an 
order, consistent with his findings, revising the order under review. If he finds that 
such violation was not totally abated at the time of such special inspection, and that 
such period of time should not be exiended, he shall find the extent of the area of such 
mine which was affected by such violation at the time such special inspection was 
made, and he shall then make an order, consistent with his findings, affirming or re- 
vising the order under review. 

c) The Director shall cause notice of each finding and order made under this 
section to be given promptly to the aperator of the mine to which it pertains 

(d) At any teme while an order made pursuant to section 203 or this section is in 
effect, or at any time durin ug the pe ndency of a proceeding under section 207 or section 
208 seeking annulment or revision of such order, the operator of the mine affected 
by such order may apply to the Director for annulment or revision of such order. 
The Director shall therewnon proceed to act upon such application in the manner 
provided in. subsections (a) and (b) of this section. 

(e) In view of the urgent need for prompt decision of matters submitted to the 
Director under this section, all actions which the Director or his representatives are 
required to take under this section sha!l be taken as rapidly as practicable, consistent 
wilh adequate consideration of the issues involved. 


REVIEW BY BOARD 


Sec. 207. (a) An operator notified of an order made pursuant to subsection (a) or 
c) of section 203 may apply to the Federal Mine Safety Board of Review for annulment 
or revision of such order without seeking its annulment or revision under section 206 
An operator notified of an order made pursuant to section 206 may apply to the Board 
for annulment or revision of such aaa, 

b) The operator shall be designated as the applicant in such proceeding and the 
applicaiion filed by him shall recite the order complained of and other facts sufficient 
io advise the Board of the nature of the proceeding. He may allege in such applica- 
tion: That danger as set out in such order does not exist at the time of the filing of such 
application; that violation of section 209, as set out in such order, has not occurred; 
that such violation has been totaily or partially abated; that the period of time within 
which such violation should be totally abated, as fixed in the findings upon which such 
order was based, was not reasonable; that the area of the mine described in such order 








PREVENTION OF MAJOR DISASTERS IN COAL MINES t] 


as the area affected hy the violation refe rred to in such order was not so affect d at the 

time of the filing of such application. The Director shall he the re sponds niins ich 

proceeding, and the applicant shall send a copy of such application by registered mail 

to the Director at Washington, District of Columbia. 
c) Lmmediately upon the filing of such an application the Board shall fix the time 
a prompt hearing thereof 














(d) Pending such hearing the applicant may file tten request 
that the Board grant such temporary relief from such oard may em 
yust and proper. Such tempor wy rele f pre {/ be gorar id ov the a 
hearing by the Board at which both the applicant and f orded ar 
ypportunit 1 to he heard, and onl ; if respondent ts given ample noti ( he ft ng ¢ f 
applicant's req iest and of the time and wlace of the hearing th on a l. ol I i the 
Board. 

€ The Boa d shall not be bour 1 b {any previous finding of fact | a respondent 
or by any othe P repre sentative of the Bu en ke nee éelating fo tre me ng t} 
orde recon plained of and retat ng to the Questions arsed hy ( eg or oO AG 
pleadings or other questions pertinent a7 } ore gq may of j th parties 
to the proceeding If the respor lent claims that nae 0 L v0 mm oF S¢ on 2UY, 
as set out in such order, existed at the time of ti filing of the application, the burder 
of proving the then exisience of such danger o olation shall be upon the respondent, 
and the ré sponde nt sha l present his evider first to prot +} ther existence of 8 h 
lange or wmolation I llou ng presenia mm of respon ni’ é e the ani ( nt 
mary present his em le nce, ind thereupon respor ent ay} é rit ¢ 1ence io ebult 
the applic unt’s evidence. 

f If the proceeding wis one Ww? ph c} In ope tor seeks annulment or vision of a? 
order made pursuant to section 203 (a), the Board, upon conclusion of the hearing, 
shall find whether or not danger existed throughout the area ef such mi) eas set out rn 
such order, at the time of the ling if he operator’s application. If the Board finds 
that such danger did not then exist, the Board shall make an order, ’ h 
findings, ré vising or annulling the order under review If the Board finds that such 
dang r did then exist, the Board shall ma in ord lenyong ha or 


(g) If the proceeding ts one in which an operator seeks annulment or revision of an 























order made pursuant lo section 205 (ce), the Bea conclu mm ¢ the hea nq 
shall find whether or not there was a violat of seciio? as dese bed 7? c} ! 
at the time of the mak ing cf such order. If the Board finds there as no such vielation, 
the Board sholl make an order annullina the orde Th, r review. If the Be d 
finds there was such a violation, the Boa } also fir.d whether or not such violation 
as totally abated at the time of the fil ng he ope oO applica lf the Board 
finds that such violation was totally abated at s lime. the Board shall make an orde 
annulling the order under review. If ti Roard finds that such ( liar 1s Nar- 
tially hut not tol ly ahaied at such time he ftoard sha find whether or not the we od 
of time mrth n mh h S ich violation he lb l4 j / lé ( 0 Z c 
should be exten led Tf the Board finds that ich pe od of time ha he stended, 
the Board shall also find what a reasonable extension of such period of time we ! be, 
and shall immediate ly also find the exient of the area of such mine hich as affected 
hy such violation at the t me of the filing of such appl cation an l the Board s} then 
make an order, consistent with its findinas, revising the order une evieu If the 
Board jinds that such violation was pa uly but ot totally abate at the time cf the 
filing of the ope rator’s application, and that such pe d of time should not be extended, 
the Board thall find the extent of the 1 1 oO ci } A] which vas affected } ag ch 
violation at such time. and shall make an order, cor stent with its findings, revising 
the order under review. 

(h) Each finding and order made by the Board si bein writing. It sl shou 
the date on which itis made, and shall bear the siqnature: of the me mbers of the Board 
who concur the ré in. T "por making a findina and order the Boar i sha ecanuse a trae 
copu thereof to he sent hy reaistere d mati to all ] riies or thetr attorneys of record. 
The Board shall cause such findir orders to be entered on s officia eco 

(1) In view of the uraent need for pro ppt der on of matte submitted to the 
Board under this section, all actions which the Board is required to tal inder this 
section shall be taken as rapidly as practicabie, consistent with adequate consideration 
of the issues involved 
r rrp { REVIEW 

Nec. 208. (a) Ar / final order tssued bu the Board unde seclion 207 shall he 
subject to ju licial review by the United States Court of Appeals for the circuit in which 
the mine aff cled is located, upon the fill bm SUCh CO f of a notice of appeal by the 
Director or the operator aggrieved by such fir orde rithin th i; days from the dai 


] 
the makina of such fina rad 
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(b) The party making such appeal shall forthwith send a copy of such notice of 
appeal, by registered mail, to the other party and to the Board. U'pon receipt of such 
copy of a notice of appeal the Board shall promptly certify and file in such court a 
complete transcript of the record upon which the order complained of was made. The 
costs of such transcript shall be paid by the party making the appeal. 

(c) The court shall hear such appeal on the record made before the Board, and shall 
= argument, oral or written or both, by both parties. The court shall permit 
such pleadings, in addition to the pleadings before the Board, as # deems to be required 
or as provided for in the Rules of Civil Procedure gove rning appeals in such court. 

(d) Upon such conditions as may be required and to the extent necessary to prevent 
trreparable injury, the United States Court of Appeals may, afler due notice to and 
hearing of the p — to the appeal, pate all necessary and appropriate process to 
postpone the effective date of the final order of the Board or to grant such other relief 
as may be appropri ste pe nding final elie mination of the ee 

(e) The United States Court of Appeals may affirm, annul, or revise the final or 
of the Board, or it may remand the proceeding to the Seard. for such further action 
as it directs. The findings of the Board as to facts, if supported by substantial evi- 
dence on th e€ recor “d considered as a whole, shall be conclusive. 

(f) The decision of a United States Court of Appeals on an appeal from the Board 
hall be final, 8? ibject only to review by the Sup reme Court as provi des a an section 1254 


8 
of title 28 of the United States Code. 





MINE SAFETY PROVISIONS 


DEC. BUY. (a Dury To ComPLy. Eve ry ope rator of a m ne, ar d eve "yo person 


whows on the premises 0} a mine f or any reason u } atsoever shall comply ratir the pro- 


visions of this section, except those provisions which impose no duty, obligation, or 
responsi iy LLY upon Such ope rator or such pe rson.,. 

(b Roor SUPPORT. -The roo} and ribs of all active unde rgrok nil roadways and 
travelways in a mine shall be ad lequately supported to protect persons from fail: of roof 


or TLOS 











(ec) Venrizarion.—(1) All active underground working places in a mine shall be 
ventilated by a current of aur containing not less than 19.5 per centum of oxygen, nol 
mor than 0.5 per centum of carbon dioxide, wd no ft rrp | quantit of th 
NOLIOUS OF POLSONOUS gases. 1 volume and velocity of the current of a hall be 
sufficient to dilute so as to render harmless, and to carry away, flammable or harmfu 
gases. The quantity of air reaching tine last open crosscul in any pair or set of entries 
shall not be le 3S the In Six thousand cubic Jeet a minute, exrce pe that th quantely of al 
reaching the last open crosscut in any pair or set of eniries in pillar sections may be 
less than six thousand cubic feet a minute if not less than six thousand cuhi fe t OJ 


air a minute ts being delivered to the intake end of f the pillar lin 
if the air at a? underground work ing face in a mine, when lested at a point 
not less than twelve inches from the roof, face, or - rib, contains more than 1.0 pe 


centum of methane, as di termined by a permissible methane detector, a permissible 





jlame safety lamp, air analysis, or other recognized means of accurately detecting such 
gas, changes or adjustments shall be made at once in the ventilating system in such 
mine so that such air shall not contain more than 1.0 per centum of methan 

3) If a split of air returning from active underground working places in a mine 
contains more than 1.0 per centum of methane, as determined by a permissible methane 
detector, a permissible flame safety lamp, air analysis, or other recognized means of 
accurately detecting such gas, changes or adjustments shall be made at once in the 
ventilating system in such mine so that such returning air shall not contain more than 
1.0 per centum of methane. 

(4) If a split of air returning from active underground working places in a mine 
contains 1.5 per centum of methane, as determined by a permissible methane detector, 
a permissible flame safety lamp, air analysis, or other recognized means of accurately 
detecting such gas, the employees shall be withdrawn from the portion of the mine 
endangered thereby, and all power shall be cut off from such portion of the mine, until 
the quantity of methane in such split shall be less than 1.5 per centum. However, in 
virgin territory in mines ventilated by exhaust fans, where methane is liberated in 
large amounts, if the quantity of air in a split ventilating the workings in such territory 
equals or exceeds twice the minimum volume of air prescribed in paragraph (1) of thi: 
subsection and if only permissible electric equipment is used in such workings and the 
air in the split returning from such workings does not pass over trolley or other bare 
power wires, and if a certified person designated by the mine operator is continually 
testing the gas content of the air in such split during mining operations in such work- 
ings, it shall be necessary to withdraw the employees and cut off all power from the 








te ene 


PREVENTION OF MAJOR DISASTERS IN COAL MINES 43 


portion of the mine endangered by such methane only when the quantity thereof in 
the air returning from such workings exceeds 2 per centum, as determined by a permis- 
sible methane detector, a permissible flame safety lamp, air analysts, or other recognized 
means of accurately detecting such gas. 

(6) Inagassy mine, air which has passed by an opening of any unsealed, abandoned 
area shall not be used to ventilate any active face area in such mine if such air contains 
0.25 per centum or more of methane; but if this sentence cannot be complied with in 
such mine on the effective date of this se soa. such mine may continue to be operated 
after such date as it was operated immediately prior to such date, for a reasonable 
time until future mine development and ventilation of such mine an be changed to 
comply with this sentence. In no event shall such air be used to ventilate any area in 
such mine tn which men work or travel if such air contains more than 1 per centum of 
methane. 





(6) In a gassy mine, air that has passed through an abandoned panel which 
tnaccessible for inspection, or air that has passed through a similar abandoned area 
hich is inaccessible for inspection, or air which has been used to ventilate a pillar 


line, or air which has been used to ventilate an area from which the pillars have been 


removed, shall not be used to ventilate any active face area in such mine: but if this 
sentence cannot be complied with in such mine on the effective date of this section, such 
mine may continue to be operated after such date as it was operated immediately 
prior to such date, for a reasonable time until future mine development and ventilation 
of such mine can be changed to con ply uith this sentence In no event shall such air 
he used to ventilate any area in such mine in wh ich men ork or trave if NCh alr 


contains more than 1 per centum of methane. 
(7) In a gassy mine, within four hours immediately preceding the beginning of a 
working shift, and before any workmen in such shift other than those who may he 


designated to make the examinations prescribed in this paragraph enter the under 


, ; . 
gor und areas of such mine . certi fir a@ persons le qnated boy he operator of such mine 


to 
do so shall make an examination of such areas as prescribed in this paragraph. Each 
person de siqnated to act as such a mine examiner shali be directed to eramine a definite 
unde rgrov und area of such mine, and, n making his examination, such examiner sl all 
inspect every active working place in such area and make tests therein with a permi 
sible flame safety lamp for accumulations of methane and oxygen deficiency in the air 
therein; examine seals and doors to determine whether they are functioning properly; 
inspect and test the roof, face, and rib conditions in the working places and on active 
roadways and travel ways; inspect active roadways, travel ways, approaches to aban- 
doned workings, and accessible falls in active sections for explosive gas and other 
hazards; and inspect to determine whether the arr in each split is traveling in its proper 
course and in normal volume. Such mine examiner shall place his initials and the 
date at or near the face of each place he ¢ ra mines. If such mine examiner, in making 
his examination, finds a condi it? on wh cn he cons dé rs to be danate rous to persons who 
may enter or be in such area, he shall wdicate Su h dang rous place by posting a 
“DANGER?” sign conspicuously at a point which persons entering such dangerous 
place would be required to pass. No person, other than Federal or State mine inspe 
tors or persons authorized by the mine operator to enter such place for the purpose of 
eliminating the dangerous condition therein, shall enter such place while such sian is 
so posted. Upon completing his examination such mine examiner shall report the 
result of his examination to a person designate . by the mine operator to receive such 
reports, at a designated station on the surface of the premises of the mine or under- 
ground, before other persons enter the undergror a areas of such mine to work in the 
next following working shift. Each such mine examiner shall also record the results 
of his examination with ink or indelible pencil in a book kept for such purpose at a 
place on the surface of the mine designated by the mine ope rator. 

(8) In nongassy mines, an examination as prescribed in paragraph (7) shall be 
made at least once in twenty-four hours and within four heave of the time the first shift 
enters the mine. 

(9) The underground working places in all mines shall be examined for hazards 
hy certified persons de signated by the mine operator to do so, at least once dur ing each 
shift while the men are in the mines, or oftener if necessary for safety. In a gassy 
mine, such examinations shall include tests with a permissible flame safety lamp for 
methane, and oxygen deficiency. In all underground face workings in a gassy mine 
where elec'rically driven equipment is operated, examinations for methane shall be 
made with a permissible flame safety lamp by a person trained.in the use of such 
lamp before such equipment is taken into or operqted in face regions, and frequent 
examinations for methane shall be made during such operations. 

(10) In a gassy mine, immediately before 2 roof fall is made in pillar workings, 
such workings shall be examined to ascertain whether methane is present. If in such 
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examination me‘hane is found in amounts that can be detected with a permissible 
flame safety lamp, a roof ‘fall shall not be made until such gas is removed. 

" (11) In a qassy mine, all workings which are abandoned after the effective date of 
this section shali be sealed or ventilated. If such workings are ‘sealed, the sealing shall 
be done in a substantial manner with incombustible material. One or more of the 

seals of every sealed area shall be fitted with a pipe and cap or valve to permii the 
sampling of gases and the measuring of hydrostatic pressure behind such seals. 

(d) Coat Dust anv Rock Dust.—(1) Coal dust, loose coal, and other combustible 
materials shall not be permitted to accumulate in dangerous quantities in active 
underground workings of a mine. 

(2) Where underground mining operations raise an excessive amount of dust into 
the air, water, or water with a wetting agent added to it, or other effective method shall 
be used to allay such dust at its source. 

(3) All undergraound mines, except these mines or areas of mines in which the 
dust is too wet or too high in incombustible content to propagate an explosion, shall be 
rock-dusted to within forty feet of all faces, and, if open crosscuts near such faces are 
less than forty feet there from, such crosscuts shall be rock-dusted. 

(4) In mines partially rock-dusted or in mines that are required to start rock-dusting, 
haulageways and parallel entries connected thereto by open crosscuts shall be rock- 
dusted. Back entries shall be rock-dusted for at least one thousand feet outby the 
junction with the first active entry. Inby this junction, the rooms, entries, and cross- 
cuts shall be rock-dusted. 

(5) Where rock dust is applied, it shall be distributed upon the top, floor, and sides 
of all open places and maintained in such quantity that the incombustible content 
of the combined coal dust, rock dust and other dust will not be less than 65 per centum. 
Where methane is present in any ventilating current, the 65 per centum of incom- 
bustible content of such combined dust shall be increased 1 per centum for each 0.1 
per centum of methane. 

(6) Paragraphs (2), (3), (4), and (5) of this subsection shall not apply to anthra- 
cite mines. 

(e) Execrricat Equipmenr.—(1) All electric face equipment used in a gassy 
mine shall be permissible, except that electric face equipment may be used in a gassy 
mine even though such equipment is not permissible if, before - e ceecieee date of 
this section or the date such mine became a gassy mine, whichever is later, the opera- 
tor of such mine owned such equipment, or owned the right to use such equipme, 

- had ordered such equipment. Permissible electric face equipment in use in a 
saad mine shall not be replaced by electric face equipment which is not permissible 
excepl that (A) permissible and nonper missible electric face equipment in use in a 
mine may be interchanged within such mine, and (B) erplosion-tested cable-reel 
locomotives and shuttle cars purchased before permissible cable-reel locomotives and 
shuttle cars became available, may be used to replace permissible cable-reel locomo- 
tives and shuttle cars. 

(2) In a gassy mine, permissible junction or distribution boxes shall be used for 
making multiple-power connections in working places or other places where dangerous 
quantities of methane may be present or may enter the air current, except that where 
nonpermissible junction or distribution boxes are in use, or on order, on the effective 
date of this section or the date such mine became a gassy mine, whichever is later, their 
use may be continued until such time as replacements are made. 

(3) In a gassy mine, explosion-tested cable-reel locomotives shall be equipped with 
two-conductor trailing cables. 

(4) In a gassy mine, trolley and feeder wires shall not extend beyond the last open 
crosscut and shall be kept at least one hundred and fifty feet from pillar workings. 

(f) Fire Prorecrion.—(1) Each mine shall be provided with suit ible fire-fighting 
equipment, adequate for the size of the mine. 

2) After every blasting operation performed on shift, an eramination shali be 
made to determine whether fires have been started. 

(3) Underground storage places for lubricating oil and grease in excess of lwo 
days’ supply shall be of fireproof construction. 

(4) Lubricating oil and grease kept in face regions or other underground working 
places in a mine shall be in portable, closed, metal containers. 

(5) Underground structures (transformer stations, battery-charging | stations, 
substations, permanent pump rooms, etc.) installed in a mine after the effective date 
of this section shall he of fireproof construction. 

(6) Welding, cutting, or soldering with arc or flame in underground face regions 
in other than a fireproof enclosure shall be done under the direct supervision of a 
certified person who shall test for methane before and during such operations in gassy 
mines and shall make a diligent search for fire after such operations in all mines 
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Rock dust or suitable fire ¢ rlinguishe rs shall he nediately availe iri? 
ue ding, cutting. or solderina. 
) MISCELLANEOUS (1) The drill ng and sealing of oil and gas wells pene- 


{ 






trata g coal beds or unde rground workings ¢ ) } he dane 1 CO Ince i} 
St tte statutes. 

+) Whenever any vorking place in an underaqround mine approache hin f 
feet of abandoned working; in such mine as shown by surveys mac Ww fied b 
a competent engineer or surveyor, or within two hundred feel of ¢ _ other abandone 
workings of such mine, which cannot be ans pectee nd wi h may cor ? langero 
accumulations of ale or gas, or wi ni two } ed fe of ? gs of a 
adj went mine, a horeho or boreholes shal he dy ed io hi ‘ er 
feet in adi unee of tI face of sue} wo ng p ( Pe) bo ( é 
sufficientl, close to each other to ansure that the rvance fe , mecvde? 
hole through into such porkings Boreholes shall also be drilled ne more thar ar 
feet apart on the rib of SUC working plac oa dista 7 at least e7 feei and at 
an angle of forty five degrees Such 7 b hole sha he drilled n one or both ribs ¢ 
such working piace iS may he necessary jor a le Juate protection of pe mS Working 
in such pla ¢ 

(3) In a gassy mine, smoking shall not be permitted underground, nor shall ar 
person he permitted lo carry smoking materials, matches, or lighters undergrour 

, In ad gassy mire, persons unde rground sha ise only perm hle elec ( 


lamps for portable tllumination 
(5 Black blasting powrle 7 shall not be stored. handled or used unde ground 2 
mire. 

(6) Mudcaps adobe 8) or othe r unconfined shois sha not he fired inde qrouna 
a mine. 
(7) Every hoist used to transport persons at a mine, other than hoist ised in 
excavating shafts or slopes, shall be equipped with overspeed, overwind, and automat 
stop contiols unless a second engineer is on duty Every hoist used tot ansport s ; 
persons shall be equipped with brakes capable of stopping the platform, cage, or other 
device for transporting persons when fully loaded; and with hoisting cable adequate 
strong to sustain the fully loaded platform, cage, or other devise for transporting 


persons, and have a proper margin of safety. (ages or platforms wh h are used to 
transport persons im vertical shafts, except cages 0 p atlor nis uc} Ch are aiso sed to 
transport coal, shall be equipped with satety catches that act quickly and eflect vely 
in an emergency, and the safety catches shall be tested ai least once every two mont) 
Eve ry hoist that is used to transport persons at a mine shall be inspected da \'o 
engineer shall he re quired for automatically operated cages or plat ” 
PENALTIES 

SEC. 210 a Any operato of amine not Jied of an orde made p mnt to sectio 
203 or section 206, requiring him to cause persons to be withdraw) f ym. and to t 
debarred from entering, any area of s ich mine. ho wilif » fails to comn 
s ich order shall he fined not more than S27 UOUOU or imprisoned not more than sir months 
or both. 

(b) Any ade nt of an operator of a mine, k nowinyg of the mal if rof an orde equ rn 
such operalo to cause persons to be withdrau from, and to he debarred from ente n 
any area of such mine, who willfully directs, authorizes or causes any person, othe 


than one who is lawfully authorized to enter or be in such area, to enter or be in such 





area while such order is in ¢ ffect, shall be fined not more than 





resor 
not more than six months, or both. 

(c) Any person, knowing of the making of an ord equiring an 0} itor of a 
mine to cause persons to be withdrawn fron ” fo be ebarred from ente / 
area of ich mine, who enters such rea Oo emains therein hiile such orde ; 
effect, shall, iniess he is a person who is awf ruitho 4 to ente Oo i, y } 
area, be fined not more thar 2,000 o DIriso ot more than six months. o oO 

(d Any owner, lessee, agenl, manager, supe niender 0 the pe — ng 
control or si pervision of any coal mine sudvject to , ho re eg 
Directar or any di aulbhe ad repres f e of fh } / ifo h + ", y ni 
to section 202 (b shal! be fined not more th 85 ) ane not more tl rily 
ade ol hot! 

EFFECT ( 

SE¢ ae ( No NState Ti 0 ; ( ? } ( ; 
‘itle or hich may hecon ee flee e there ) , j 
this ‘ Cel fe s Nic le ; 
or with orde a] j 
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b) Provisions in any State or Territorial law in effect wpon the effective date of 
or u hi h may become effective there afte P. whic h provide for greate r safe ly of 


persons on coal-mine premises, in connection with a particular phase of coal-mining 


operations, than do provisions of this title, 
operations, shall not be construed or held to be in conflict with this ttle. 
in any State or 


such 
Progisions 

rov7s1io7s 
Territorial law in effect upon the effective date of this title, or which 
may become effective thereafter, which provide for the safety of persons on coal-mine 


which relate to the same phase of 





premises in connection with phases of coal-mining operations concerning which no 





provi 
this title. 
ADMINISTRATIVE 
Sec. 212. (a) Whenever 


the Director 








) 
(letermines 


jon ts contained in this title, shall not be construed or held to be superseded by 


PROVISIONS 


inat 


the construction of any 
equipment ¢ mforms to specifications prescribed by the Director which are designed to 
agsu } equipment will not cause a miite vJoasion or mine fire, he shall 
Ss ate lo the manufacturer of such equipment (1) stateng that such equip- 
ment such specifications, (2 authorizing such manufacturer to attach an 
approve plate, label, or other device app oved hy the Director which indicates that such 
equipment conforms to such spe cifications, and (3) authorizing such manufacturer to 
attach an identical approval plate, label, or other device to all identical equipment. 
b) The Secretary of the Interior shall have autherity to appoint, subject to the 
17 l-se rvice (ws, 8 ch office rs and ¢ mop! wees AS he 7? de en TC q iiSivleé for the admine 
stration of this title: and to fix, subject to the Classification Act of 1949, as amended, 





, “a F 
the compensation of officers and employe 
/ J i 


Ss SO apport l. 


j 


No persons rall he assigned 


or appointed to pe rform the duties of ad ily a thorized representative of the Bureau 


unless he has the basic qualifications of at least five 


ical experience in the 


Spl ict 


mining of coal and is recoqnized by the Bureau as having the training or experience 


of a practical mining engineer in thos 
inspection. 


The 


the beginning of each reqular se ssion, a f all re port o ; 


tions under this title during the preceding calendar 
either in summa) 
togethe r 
legislative action as he may deem proper. 


EXCLUSION FROM 


Sec. 213. 


essentials necessary for competent 
Director shall submit annually to the Congress 
year. 


or detailed form, the information obtained by him under 
with such findings and comments thereon and such recommendations for 


ADMINISTRATIVE PROCEDURE 


coal mine 
, as soon as practicable after 
the administration of his func- 
Such report shall include, 
this title, 


ACT 


The Administrative Procedure Act shall not apply to the making of any 


order pursuant to this title, or to any proceeding for the annulment or revision of any 


such order. 


AUTHORIZATION OF 


SEc. 214. 
necessary for the due execution of this title. 


SEVERABILITY 


APPROPRIATIONS 


There are hereby authorized to be appropriated such sums as may be 


Sec. 215. If any provision of this title, or the application thereof to any person or 
circumstance, is held invalid, the remainder of this title, and the application of such 


provision to other persons or circumstances 


’ 


O 


shall not be affected thereby. 








| REPORT 
) No. 2369 


82p CONGRESS HOUSE OF REPRESENTATIVES { 
2d Session 





CONSIDERATION OF H. R. 7408 


Juux: 1, 1952. teferred to the House Calendar and ordered to be printed 


Mr. Cox, from the Committee on Rules, submitted the following 
1. rT 
REPORT 
[To accompany H. Res. 720] 
The Committee on Rules, having had under consideration House 


Resolution 720, report the same to the Hous with the recomme nda- 
tion that the resolution do pass. 
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> 1952 MARIA GRAZIA MARANTO 


JuLy 1, 1952 (C‘ommitted to the Committee of the W e House a 


Mr. Grauam, from the Committee on the Judiciary. submitted the 


following 


REPORT 


The Committee on the Judiciary to whom was refer the bill 
(H. R. 7645) for the relief of Maria Grazia Maranto, having considered 
the same, report favorably thereon without amendment and recom- 


mend that the bill do pass. 


The purpose of this bi 
immigration laws in behal 


GENERAL INFORM Lé 


Mr. Fallon, the author of the bill, and Mr. Charles P. Maranto, 
a brother of the beneficiary of this lecislation, appeared before a 
subcommittee of the Committee on the Judiciary and recommended 
enactme it of this measure 

Mr. Fallon submitted the followimg documents which contain the 
pertinent facts in this case: 


UPREME BENCH oF B IMORE CIT) 


Hon. GEORGE FALLON, 
United States ( ongressman from Marylar d, 
House Office Building, Washington, D. ¢ 


Dear CONGRESSMAN FALLON: I enclose a typed } f the letter which ] 
to Senator O’Conor on Mav 1, 1951 The fact l understane ire t same now 
as they were then At that time Senator O'Cor1 rie t elp Mr. Charles P. 


Maranto, but wes unsuccessful 
Anvthing you cal do to help Mir. Mar yin revar { eaf Bane 4 
personally appreciated both by him and his fa f 


sincerely, 





MARIA GRAZIA MARANTO 





SUPREME Bencu OF BALTIMORE Ciry, 
Baltimore, Md., May 1, 1951. 
Re Charles P. Maranto. 
Hon. Herrert R. O’Conor, 
United States Senator from Maryland, 
Ne nate Office Building, Washington, dD. ba 

Dear SENaTOR O’Conor: Mr. Maranto is very highly regarded in my neigh- 

borhood—W averly where, for many years, he has operated successfully his 






own barber shop and been a good citizen generally. He is eager to have his 
deaf sister, Miss Maria Grazia Maranto, who is more than 50 vears of age, come 
to Baltimore from Italy to live with him. She is a dressmaker, but Mr. Maranto 

‘and willing to provide for her and to furnish her the requisite transporta- 


4 
is able 
tion t 

\s t} ee close { copy of ietter will indicate, his sister’s deafness has c ym pli ated 
the matter of her admission. Mr. Maranto has explained to me that at the time 
his sister was a child of school age, there were no schools for the deaf in and 


0 this country. 

















around Palermo or that part of Italy. While normally, therefore, illiteracy is 
one criterion on which to judge a person, in this particular e: it would be a 
very faulty one, because many alert, keen, thrifty, very intelligent deaf persons 
who develop their own unorthodox and unconventional means of communication, 
through necessity—would technically be unable to use the normal and conven- 
tional reading methods. 
My own mother and father were deaf mutes. I was one of a commission here in 
Mi: ind, whose studie esulted in the deaf being able to drive automobiles 
rhe ve | ‘ ra y? ears with re tively few ecider , al at 
} I ak v, | am president of t oard of visitors of the Maryviand 
5 _ ol e Deaf, the alma mater of my parents Having spent my 
( re life iargely a { y deaf peopl , and aving made a real study of this group, 
I sincerely believe that the inability of Miss Maranto to find a school for the deaf 
whens was a child, in Palermo, and her inabilitv, therefore, thre h no fault 
of her own, to communicate in the sual medium, should not mitigate against her, 
by a highly technical application of the law, rather than the broad spirit thereof, 
As Lord Coke so aptly seid: ‘The ason for the law is the life of the law.” 
| ear } ard elieve tl iaWw WAS ¢ s! its literacy tes hy and 
desery dea ks, who have had levelop their own meat ation 
fri s {1 neighbors—because the educational facilities were 
I prov ed so i va tew lecads ivo 
Appreciating 1 can do in this instance, I 
CHARLES E. MoyLan. 
a 
DEPARTMENT OF STATE, 
Washingion, D. C., Septembe 1. 1951. 


Hon. Grorce H. Faron, 
Tlouse of Representat 
My Dear Mr. Fation: Reference is made to vour letter of September 4, 1951, 
and its enclosure, and to previous correspondence concerning the case of Miss 
Maria Grazia Maranto, to whom the American consulate general at Palermo, 
Italy, has refused to issue an immigration visa on the ground that she is unable 








to read. 


Section 3 of the Immigration Act of February 5 


, 1917, as amended, provides 
that with certain exceptions, al 


aliens over 16 years of age, physically capable of 
reading. who cannot read English, or some other language or dialect, are exclud- 
able from admission into the United States. Furthermore, as the responsible 
consular officer has stated in his letter of March 21, 1951, to the alien’s brother 

Mr, Charles P. Maranto, the Immigration and Naturalization Service, Depart- 
ment of Justice, has held that although a person physically incapable of reading 
is exempt from the foregoing literacy clause of the above-cited provision of law 
a deaf mute does not come within this exemption. 

\s Miss Maranto’s case does not fall within any of the exceptions provided in 
ie above-mentioned literacy clause, and as section 2 (f) of the Immigration Act 
of 1924, as amended, provides that no immigration visa shall be issued to an im- 

igrant if it appears to the consular officer that the immigrant is inadmissible into 








1} 





tates, the consular officer to whom Miss Maranto applied had no 


choice other than to refuse to issue the visa. 
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It is regretted that there appears to be no way under existing it ration laws 
and regulations whereby Miss Maramto may be admitted into the United States 
for permanent residence. 


Sincerely vours, 


THE FOREIGN SERVICE OF THE UNITED STATES OF AMERI 
AMERICAN CONSULATE G 


Mr. CHARLES P. MARANTO, 
‘O09 The Alameda, Baltimore, Md 
Sir: Reference is made to vour letter of Mar , 1951, 
status of the visa case of your sister, M Maria Grazia Mara 
Miss Maranto applied for a nonpreference Italian « ta immigrat visa at the 


consulate general on February 28, 1951. It was revealed at tha rie ‘ e 
is unable to read in Italian or in any other language. It was furthe: vealed 
that she is a deaf-mute. 

Section 3 of the Immigration Act of February 5, 1917, prov for the 


with certain exceptions, from t ie United States of t! ‘ 


read in some language or dialect 


The Immigration and Naturalization Service ha 1 that es are not 
comprehended within the exceptions to the era 

Because Miss Maranto inable to read any la t ! i era 
may not i » her an in ration \ 


Phe Trans-Worid Airii ticket ¢ 


Very truly yours 


Original forwarded Hon. H. J. L’Heureux, \ 8) . 
ment, Washington, D. ¢ 


t] 


toe 


Upon consideration of all 
the opinion that H. R. 7 
recommends that the bill do pass, 


1e facts in this case. the committee is o 
5 


Sitio ( j i (j Ord 
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Id Ne ssion \ 


AGNES ISHIKAWA AND SHIROL MORIYAMA 


Mr. Witson of Texas, from the Committee on 1 
the following 


REPORT 


to whom Was relerred the bill 
1 Shirot Morivama, 


t 


The Committee on the Judiciary 
(H. R. 7917) for the relief of Agnes Ishikawa al 
having considered the same, report favorably thereon withor 


ment and recommend that the bill do pass. 


amend- 


I 


PURPOSE OF THE BILL 
nh mto the 


I 


ed 


hill 1S to facilitate the adm 


The purpose of this sslo 
United States of two minor half-Japanes 
by citizens of the United States, 


children to be adopt 


GENERAL INFORMATION 
- this bil Bite! 
Mr. Ikard, Line author ol this bill, Submitted the ToHowimne adocu- 
; , : : 
ments which contain the pertinent facts with regard to this legislation 
Wr | (>; 
THREE HUNDRED AND Spvi Y-1 rtH Troop Carrier W 1 
{PO \/ 
Hor Ep GOSSETT, 
Lnited States Representat Thirt th D 
House Offit R? nq, Washinato I). ¢ 
Dear Str: As the wing legal officer at Tachikawa Air B | ~we heen re< 
quested to i \laster S ay \Ty 12 , R Pp ; \\ 
Pex in co ection with the 1 
velfare agence here j Jay \ft 
preparing what I bel 
ne the liberty « ( 








2 AGNES ISHIKAWA AND SHIROI MORIYAMA 


for admission to the United States under our existing immigration and natural- 
ization laws. It is to request that vou introduce similar legislation on behalf of 
these small children that I address this matter to vour attention at this time. 

The background of the adoption is this: Both Sergeant and Mrs. Romero are 
mature individuals, and although they have been married for 10 vears are at this 
time childless. The minor alien children in question are both girls of the ages of 
446 years and 1 year, respectively. The mothers of both children were Japanese, 
and the fathers presumably were unnamed American servicemen. Both children 
have been in the care of recognized welfare agencies prior to their having been 
turned over to the Romeros for care, support, and the proposed adoption. 

Included in the documents forwarded for your consideration with regard to the 
elder child, Agnes, you will find an agreement between Our Lady of Lourdes 
Baby Home and the Romeros in addition to signed releases, which documents 
tend to indicate the legality of the release to the custody of the Romeros. With 
regard to the second child, known to date only as Shiroi Moriyama, please find an 
agreement, in both Japanese and English, signed by the guardian of the minor 
Japanese child. 

In addition, as to both children, vou will find copies of their respective census 
registers indicating that their official status with the Japanese Government is 
that of foundling. There is enclosed, also, letters from both wing chaplains 
with accompanying letters of recommendation from persons who have known 
the Romeros both in Japan and the United States. I have had both Master 
Sergeant and Mrs. Romero execute personal-history statements in the form of 
affidavits, setting forth pertinent and illuminating information about their 
respective backgrounds. In addition, vou wil! find a copy of the marriage 
certificate evidencing the marriage of the prospective foster parents and certain 
attachments corroborative of the statements set out in Mrs. Romero’s personal- 
history affidavit Needless to sav, both personally and officially, I heartily 
endorse the prospective immigration, naturalization, and adoption of these 
children 

Therefore, I am addressing this letter to you to request that vou draft and 
present to the Congress a private bill on behalf of Master Set. and Mrs. Benja- 
min R. Romero, which legislation would permit the entry of these children into 
the United States for the purpose of adoption by this couple. Existing occupation 
regulations preclude the possibility, at this time, of entering into formal adoption 
proceedings in the Japanese courts. It is the intention of the Romeros to adopt 
these children under the laws of Texas, the State of their domicile. The Honor- 
able Tom Pickett, of the Seventh District of Texas, at my request, drafted similar 
legislation on behalf of Staff Sgt. and Mrs. I. H. Shelton, which became Private 
Law 43 of the Fightv-second Congress, chapter 72, first session. The suceess of 
this bill, which was the first in a series of private legislation requested on behalf 
of foster parents on this base, was a source of great satisfaction to all of us here 
in Japan. Similar legislation has been drafted and presented on behalf of other 
couples on this base by the Honorable Mike Mansfieid, of the First District of 
Miontana: the Honorable PRob Sikes, of the Third District of Florida: the Honor- 
able Charles B. Hoeven, of the Eighth District of lowa; and by the Honorable 
Hamer H. Budge, of the Second District of Idaho, to enumerate a few. 

Il have this date addressed a similar letter to the Honorable J. M. Combs, of 
the Second District of Texas, requestins that he initiate similar levislation on 
behalf of another couple at this base. 1 feel sure that any of the above-mentioned 
Representatives will advise vou of their efforts in this matter. 

Your help in this matter wi!] be greatly appreciated. In the event that you 
find that other supporting information might be needed, or know of any further 
assistance that I micht render in the support of this bill, kindly advise me accord- 
ingly. I am sure that you realize the need for haste based on exigencies of the 
rotation pelicy, whereby the adopting parents micht be compelled to abandon 
these children throuch forced return to the zone of the interior. 

Anticipating that you will be so kind as t> consent to act on behalf of this 
couple, permit me to thank yeu in advance for your courtesy in this instance. 
With kindest pers*nal regards, I am, 

Very sincerely yours, 


GerorceE J. Gotpsroroucn, Jr., 
Captain, USAF, Wing Legal Officer. 
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HeEADQUARTEI 
THREE HUNDRED AND SEVENTY-FOURTH TRooP CARRIER WIN iH 


1PO >¢ 
AFFIDAVIT 
I, Benjamin Romero, master sergeant, USAF, APO 704, after ’ or be 
read the twenty-fourth Article of War, and aft ’ go he ( t is it 
necessary for me to answer any que stions th; } ¢ 1 te race ¢ rto 





incriminate me, and that any statement made by me may be used against me, do 
hereby make the following statement: 


STATEMENT 











I, Master Sgt. Benjamin Romero, was born at Aguilar, | 1 
school there, but have spent most my adult domesti ery i 
After school, I served 4 vears in China. I left there dur r Japan's ul 
China, returning to the United States to reentlist e Air Fore 
I have 15 vears in service and will serve one more 6-year hitch before I retire, 
at which time it is mv desire to enter civil service 
Although the initial cost of clothing and caring for my two adopted childret 
has somewhat reduced my bank account, I can anticipate no hardships in the 
ing and educating of them in the vears to come 
We have had the two childret in our home for t! past veral months and 
our separation from them now could pe i Ip) ¢ Wil L l 
| ROMERO 
\ Sergeant. USA 
Subscribed aud sworn to before me this 26tt ada Ol \pril 1952, at APO 704, 
GEORGE J. Gu BOROUGH, JI 
( US i J j ) é 
HeEADQUAI RS, 
THREE HUNDRED AND SEVENTY-FOURTH TRooP CARRIER WIN H 
APO 7 
AFFIDAVIT 
I, Mrs. Ben Romero, after having been read the Twenty-fourtl f War, 
and after having been told that it is not necessary for mi yar un les- 
tions that might tend to de e or to incrimina oi hat a ite- 
ment made by me may be used against me, do reby make the following 


statement: 


I, Mrs. Ben Romero, was born at Utleyville, ¢ mv father havir ne 


. v f ¢ 
there from Waco, Tex., for reasons of healt} wa Orn soon after mv parents 
arrival there. I attended Colorado schools until » death of parents 


several vears later, at which I was sent to relatives in Texas. There I finished 
school, married, and raised one child. 

Wichita Falls, Tex., has been my home for the past 22 vears. 

My first husband, Walter Lawler, was killed by the Fort Worth & Denver 
t. R. befere the birth of my son, Paul Lawler, now nearing 17 vears of age. I 
ater married Penjamin R. Romero, whom I met while he was stationed at 
heppard Air Foree PRase. 

During World War IT I served 2 vears in the Women’s Army Corps. 


] 


I am part owner of 320 acres of farm land in eastern Colorado, 
Mrs. BENJAMIN ROMERO 
Subscribed and sworn to before me this 26th day of April 1952, at APO 704. 
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JANUARY 18, 1952. 
To Whom It May Concern: 

This certifies that I have interviewed Technical Sergeant and Mrs. Benjamin 
Romero, concerning adoption of a child from Seiyu Home, Asagava. 

They have @ nice home and are financially capable of assuming this responsi- 
bilitv. They are of sound character and have promised to see that the child is 
taken to and nurtured in the Protestant faith. 

KENNETH EF. HAartTMAN, 
Chaplain (Maj.), [ SAF. Protestant Chaplain. 


OFFICE OF THE CatTHoLiice CHAPLAIN 
THREE HuNpRED AND SEVENTY-FOURTH 
Troop Carribre Wine (H), 
APO 7 O04, San Francisco, Calrf., Varch 15, 1952 
To Whom [Tt Ma / Concern: 

This is to certify that the undersigned Catholic chaplain has thoroughly inter- 
viewed Master Sgt. and Mrs. Benjamin Romero and is satisfied that they will 
provide a happy home and loving care for the child they wish to adopt. 

I am also satisfied that they will raise the child in the Christian religion. 


BERNARD F, SCHUMACHER, 
Chaplain (Captain b USAF 


THREE HUNDRED SEVENTY-FOURTH SUPPLY SQUADRON, 
PHREE HUNDRED SEVENTY-FOURTH MAINTENANCE AND SUPPLY GROUP, 
January 17, 1952 
Subject: Letter of character reference. 
To Whom It May Concern: 


I have personally known Master Set. Benjamin R. Romero, AF 18046375 for 
approximately 7 months. Sergeant Romero has been a model airman and is highly 
respected by all members of this organization and the Japanese employees under 
his supervision. Sergeant Romero’s character has been above reproach in the time 
that I have known him. His morals are high and he has always performed his 
duties in a very commendable manner. I would highly recommend Sergeant 
Romero for any position of trust and would desire to have him seqye in my com- 
mand at any future time in my military career. 

The home they will provide for the child, I know, is nice and harmonious. — | 
strongly urge the passage of legislation to permit entry of the child into the United 
States. 

Maurice EK. WALLACE, 
Captain, USAF, Adjutant. 


DENVER, CoLo., April 7, 1952. 


To Whom It May Concern: 

We the undersigned have known Master Sgt. Benjamin R. Romero all his life 
and Mrs. Romero for the last 7 years. We have visited them several times in 
the past in their home and it is our sincere belief that they are capable financially, 
morally, and physically of raising the two children they have adopted. 

It is our hope that the passage of legislation of the bill will permit the entry of 
the children into the United States upon the return of their foster parents. 

Mr. FrRaNK R. RoMERo. 
Mrs. Frank R. Romero. 


Wicuitra Fauus, Tex., April 11, 1952 
To Whom It May Concern: 

We the undersigned have known Mrs. Benjamin R. Romero all her life, and 
her husband, Master Sgt. Benjamin R. Romero, for 12 vears. In the past we 
have visited them in their home and have entertained them frequently in our 
home and it is our belief that they are capable morally, physically, and financially 
of raising the two children they have adopted. 
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It is our sincere hope that legislation will be pa Y ‘ ring 
their children home to the zone of the interior 1 | ir re I 
Very truly yours, 
M. M. INGHAM 


the committee is 


and accordingly 


Upon consideration of all the facts in this case, 
of the opinion that H. R. 7917 should be enacted 
recommends that the bill do pass. 
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ordered TO He pril tt d 


Mr. Waurer, from the Committee on the Judiciary, submitted the 
the following 


REPORT 


[To accompany Ss. 4 


to 


The Committee on the Judiciary, to whom was referred the bill 
(S. 423) for the relief of Orazio Balasso, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILI 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Orazio Balasso The bill provides for an 
appropriate quota deduction and for the payment of the required visa 
fee and head tax 


GENERAL INFORMATION 


The beneficiary of the bill was born in Italy in 1893 and has resided 
in the United States fora total of 32 vears. He was originally admitted 
for permanent residence 10 1913 und returned to Italy in 1922 where 
he was married. He returned here in 1929 and was admitted as a 
treaty merchant. He applied for citizenship in 1941 and on advice 
of counsel he failed to mention his absence from 1922 to 1929. Hi 
was convicted for making false statements and received a suspended 
sentence of 6 months and was fined $100. He has an otherwise good 
record and both the sentencing judge and the probation officer in thi 
case speak well of him. Administrative relief was authorized in 1950 
when he was granted voluntary departure and preexamination but 
due to the oversubseription of the Italian quota he was unable to 
avail himself of this relief. 

A letter dated December 5, 1951, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 


Washington, December 5, 1951. 
Hon. Pat McCaRRAN, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 
My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 423) for the relief of Orazio Balasso, 
an alien. 

The bill would provide that Orazio Balasso shall be considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
its enactment, upon payment of the required_visa fee and head tax. It would also 
direct the Secretary of State to instruct th® quota-control officer to deduct one 
number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mr. Balasso is a citizen of Italy, who was born in Montecchio, Italy, 
on April 18, 1893. He last entered the United States on May 13, 1929, 
when he was admitted as a treaty merchant under section 3 (6) of the Immigra- 
tion Act of 1924. His first entry occurred on June 9, 1913, when he was admitted 
for permanent residence. In 1922, the alien departed for Italv, where he married 
and established a home. Three children were born of that marriage. His wife 
and children have never resided in the United States. Mr. Balasso remained 
abroad until his departure for this country in 1929. Because of his long absence 
in the country of his birth, his marriage, and the establishment of a home there 
for his family, he was held to have relinquished any rights he may have had as a 
resident alien acquired through his permanent admission in 1913. On October 
13, 1947, a warrant of arrest was issued against him charging that he was illegally 
in the United States in that he had remained in this country after failing to main- 
tain the status under which he was admitted, namely, that of an alien entitled 
to enter the United States solely to carry on trade under and in pursuance of the 
provisions of an existing treaty of commerce and navigation, On February 26, 
1948, it was recommended that he be deported to Italy on the charge that at 
the time of entry he was an immigrant not in possession of a valid immigration 
visa. During the course of the hearing held under the warrant of arrest, Mr. 
Balasso admitted that he had made false statements in connection with natural- 
ization proceedings. It appears that in 1941, when he filed a declaration of 
intention to become a citizen of the United States he declared under oath that 
he last entered the United States on June 9, 1913, and that he was not married. 
On June 27, 1946, when he executed a petition for naturalization under oath, he 
repeated those false statements. On November 10, 1947, he pleaded guilty in 
the United States District Court in Milwaukee, Wis., to the charge of violating 
section 746 (a) (1) of title 8, United States Code, which makes it a felony know- 
ingly to make a false statement under oath in naturalization proceedings. He 
was fined $100 and a sentence of 6 months’ imprisonment was suspended.; The 
alien was placed on probation for 1 vear on condition that he pay the fine in 
30 days. 


r 


On December 14, 1949, Mr. Balasso’s applications for suspension of deportation 
or voluntary departure and preexamination were denied and he was ordered de- 
ported. On March 10, 1950, the Board of Immigration Appeals ordered that the 
order of deportation be withdrawn, that the alien be required to depart from the 
United States to any country of his choice within 6 months, and that preexamina- 
tion be authorized. The Board further directed that if Mr. Balasso reapplied for 
admission within 3 months from the date of his authorized departure, he be ad- 
mitted if otherwise admissible than as one who admits the commission of the crime 
of making false statements under oath in the naturalization proceedings during the 
years 1941 and 1946, pursuant to the discretion contained in the seventh proviso 
to section 3 of the Immigration Act of 1917, as amended, subject to revocation at 
the discretion of the Attorney General, after hearing, if the alien thereafter com- 
mitted any crime. On February 20, 1951, the alien was granted an additional 
period of 3 months within which to depart from this country. 

The files further reflect that the alien has been employed by the same firm as a 
laborer and machine operator since May 1929. Mr. Balasso claims that he has 
always sent money to his wife for the support of their three children, the youngest 
of whom is apparently now 23 years of age. 

The quota for Italy, to which the alien is chargeable, is oversubscribed and an 
immigration visa is not readily obtainable. The record fails, however, to present 
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-considera¢ions which would justify the enactment of special legislation granting 
him an exemption from the requirements of the general immigration laws 
Accordingly, the Department of Justice is unable to recommend enactment of 
the bill. 
Sincerely, 
\. Deviry VANECH 
Deputy \iHorney Gene 1! 


Senator Alexander Wiley, the author of the bill, has submitted the 
following additional information in support of the bill: 


SUPPLEMENTAL STATEMENT AND EXHIBITS IN THE MATTER OF THE RECONSIDER- 
ATION OF SENATE Biut 423 FOR THE RELIEF OF OrAzI0 BALASSO, AN ALIEN 


To the Flonorable Pat Vi ( ‘arran, Ch iirnmian of the Senate Clommittes on the 
Judiciary: 


The following supplemental statement of facts and exhibits is being presented 
for the purpose of reconsideration for the granting of relief to Orazio Balasso 
under Senate bill 423: 

|. Certified transcript of proceedings upon arraignment and plea in the case 
of the United States of America v. Orazio Balasso, being Case No. 42 Crim. T. held 
in the District Court of the United States for the Eastern District of Wisconsin, 
on November 10, 1947, and presided over by the Honorable F. Ryan Duffy. 

8 Certified transcript of proceedings upon IMposition of sentence in the case 
of the United State So] Liner ca v. Orazio Ra asso, being ( ase No a. rim. Tl. held 


in the District Court of the United States for the | astern District of \\ isconsin, 
on January 12, 1948, and presided over by the Honorable F. Ryan Duffy 


3. Letter dated May 5, 1952, issued out of the office of the probati mn department 
for the United States District Court, Eastern District of Wisconsin, signed by 
Chief Probation Officer Roy Belter. 

1. Letter dated April 30, 1952, of the Pressed Steel Tank Co. of Milwaukee, 
and signed by H. L. Newton, works manager. 

5. Letter dated May 6, 1952, of the National Civic League, signed by James 
D. Sammarco, general counsel. 

6. Letter dated May 6, 1952, from International Institute of Milwaukee 
County. 

7. Letter dated May 5, 1952, of St. Rita’s Church, signed by Reverend Zanon. 

8. Petition to Senator Pat McCarran, chairm: 
the Judiciary, signed by coworkers of Orazio Balasso 

9. Petition to Senator Pat MeCarran, chairman of the Senate Committee on 
the Judiciary, signed by friends of Orazio Balasso 








AMENDED STATEMENT OF FACTS 


Orazio Balasso is a resident of Milwaukee County, Wis 

On June 9, 1918, the petitioner, then of the age of 20 vears, entered the United 
States and except for the period between 1922 and 1929, has at all times resided 
here. 

On or about July 9, 1941, Mr. Balasso was inforned by a practicing attorney 
in the city of Milwaukee, that it could be arrancei for Mr. Bala hi 
behalf, a declaration of intention to become an Americar el Mr. Balasso 
submitted to the attorney his passport and all the 1 information for the 
preparation of the declaration. The attorney prepared the same in a manner 
contrary to the facts, and so ill-advised Mr. Balasso with the result that on No- 
vember 10, 1947, he became involved in difficulties with the Immigration and 
Naturalization Department. For this work, the attorney charged an uncon- 
scionable fee. Mr. Balasso paid said fee because of his ignorance of the law as 
to the maximum amount that a lawver is limited to charge in the preparation of 
such documents. 

As a result of the bad advice so received, Mr. Balasso was placed under arrest 











for making a false statement concerning his petition for final naturalization On 
November 10, 1947, he was arraigned in the United States District Court, Eastern 
District of Wisconsin, before the Hon. F. Ryan Duffy Upon advice of counsel, 


the indictment was waived and a plea of “‘guilty’’ was entered. 

A presentence investigation Was ordered, which presentence examination dis- 
closed the fact that the defendant, Orazio Balasso, was a man of excellent charac- 
ter, and upon such investigation the court did, on January 12, 1948, upon Mr. 
Balasso’s plea of “guilty,” find the defendant guilty and sentenced the defendant 
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to be committed to the custody of the Attorney General of the United States for 
confinement in a Federal Correctional Institution for a period of 6 months and 
assessed a fine of $100. Sentence was immediately suspended and Mr. Balasso 
was placed on probation for 1 vear. 

As to the deportation matter then pending before the Immigration Department, 
the Board of Immigration Appeals did, on March 10, 1950, withdraw its order of 
deportation and required that the alien freely depart from the United States to 
any country of his choice within 6 months, and authorized preexamination with 
the further recommendation that Mr. Balasso reapply for admission within 3 
months from the date of authorized departure. This privilege, so extended by 
the Board to Mr. Balasso, did not offer him any relief as he could not receive a 
quota number in view of the fact that the quota for Italy has been oversubscribed 
fur approximately the next 3 vears. 

International Institute of Milwaukee County, and all those who have worked 
on Mr. Balasso’s behalf, are of the opinion that if Mr. Balasso did not possess 
excellent moral character, the Board of Immigration Appeals would certainly 
not have permitted Mr. Balasso to depart voluntarily for the purpose of reentry 
with the right of preexamination. 

Exhibits 1 and 2 contain the entire transcript of the arraignment, plea, and 
imposition of sentence upon Mr. Balasso. 

At page 3 of exhibit 2, the court stated as follows: 

“The Courr. The probation department reports this way: He has an excellent 
work record and has lived within the law, has handled money well, apparently 
has felt some financial responsibility toward his wife and children in Italy. So, 
as far as his work is concerned there is no complaint, I guess, at all.’”’ 

At page 6 of exhibit 2, the court stated as follows: 

“The Court. [think that this man has been a pretty good fellow since he has 
been over here; he has woiked hard and provided for his family, and he un 


doubtedly got some bad advice all right, and apparently from an attorney. He 
did make the false statements, and that is a serious matter. I find that he has 


had no previous police contacts. He has been really-—-except for that, there is 
nothing in his reeord at all to condemn him.”’ 

At page 7 of exhibit 2, the court stated as follows: 

“The Court. Oh, yes. It seems to me that this fellow, except for his bad 
advice, is a pretty good fellow and they shouldn’t be too rough on him, but that 
is up to them; I can’t run their department for them.” 

Personally knowing the Honorable F. Ryan Duffy, the then judge of the district 
court for the eastern district of Wisconsin, who is now a justice of the circuit 
court of appeals, for his fairness in the trial of criminal cases, it appears that the 
trial judge felt that the defendant Balasso had been unfairly dealt with when he 


sought the advice of a man who was presumably learned in the law. The judge 
stated (p. 6 of exhibit 2) ‘** * * and he undoubtedly got some bad advice all 
right, and apparently from an attorney. * * * He has been really-—except 


for that, there is nothing in his reeord to condemn him.” 

Keeping in mind the light sentence meted out to Mr. Balasso, the court 
apparently felt that Mr. Balasso had been grossly misled by an unscrupulous 
lawver and felt that Mr. Balasso should be dealt with in a like manner when he 
appeared before the Immigration and Naturalization Department. This is 
evident from the foregoing excerpts of the testimony, especially when the court 
states that except for the bad advice that Mr. Balasso had received he was a 
pretty good fellow and they (meaning the Immigration and Naturalization 
Department) shouldn’t be too rough on him (meaning Mr. Balasso). This in 
and of itself amounts to a recommendation that Mr. Balasso, being of good 
character, should be dealt with in the light of such good character. 

The court’s feeling in the matter is further substantiated by the recent lerter 
(exhidit 6) of the chief probation officer of the probation department of the 
United States district court, dated May 5, 1952, which gives a very comprehensive 
summary of the Department’s opinion in the matter. IT wish to call to the 
attention of your honorable committee that in the résumé on page 2 of exhibit 3, 
the chief probation officer states: 

“At close of his probation it was our confident opinion that Balasso’s future 
conduct would continue at the same high level which he exhibited in the past.” 

This is followed by the following comment: 

“We are earnestly hopeful that Balasso’s difficulties with the Immigration and 
Naturalization Department can be adjusted so that it will not be necessary for 
Balasso to be deported from the United States.”’ 
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Who can be more qualified and capable of knowing Mr. Balasso’s excellent 
reputation and morals than the court before whom he appeared and the chief 
probation officer who carried on the direct contact work during the probationary 
period? Certainly the statements and recommendation of the trial court at the 
time of sentence, together with the finding and recommendation of the probation 
department that Mr. Balasso is a man of excellent character and that the probation 
department is hopeful that it will not be necessary for Mr. Balasso to be deported 
from the United States, should carry great weight with the committee in its 
arriving at a favorable reconsideration of the matter and recommendation that the 
proposed bill granting Mr. Balasso relief be passed 

Reference is made to the letter (exhibit 4) of recommendation to the committer 
of the Pressed Steel Tank Co. where Mr. Balasso has been employed for man 
vears. ‘The company states that as a result of Mr. Balasso’s continuous employ- 
ment, they have come to the conclusion that he is possessed of excellent character 
and highest morals, and certainly this statement coming from the firm for whon 
Mr. Balasso has worked for 23 vears, should be considered by the committee 
arriving at a different conclusion than the one heretofore reached 

teference is made to the letter (exhibit 7) of Reverend Zanon of st. Rita’ 
Church of Milwaukee, Wis. He also states that Mr. Balasso has enjoyed a good 


reputation during his many vears in the community and is possessed of excellent 
character and morals. Certainly, Reverend Zanon would be an excellent 
position to know of Mr. Balasso’s reputation as to character and morals, and his 
statement to the committee becomes very important, as the alleged offense of 
Mir. Balasso is one which we technically call a violation involving mora ir} ice 
Reference is made to the letter (exhibit 6) of International Institut f M 
waukee County When this case was referred to us for attention, we it ediate 


set about gathering the facts and as a member of the board of directors, I ear 
verify and truthfully say that the letter of International Institute results from: the 


very close contact we have had in this case It is the opinion of the Internationa 
Institute of Milwaukee County that Mr. Balasso is a man of excellent character 
good morals and would certainly make an exeellent American eitize: 

The letter of the National Civie League exhibit 5) whieh is a ational rvatniil- 
zation interested in good American eitizenship, immigration matters, and scholar 
ships among our vounger people, is written because of the fact that Mr. Balas 
has been one who has been aetively interested in local civie matters. particular 
the granting of relief and seholarships to voung students who are interested 
furthering their education in college This is certainly a meritorious work and the 
close association between the officers of the loeal ¢ Apter f the National Civic 
League with the work of Mr. Balasso, certainly supports the faet that ould 


make an exeellent American eitizen and that relief should be granted " der 
this special bill. 

The petition of the employees, coworkers of \Ir. Balasso at the Pressed Stee 
Tank Co., which petition was passed around with the consent and help of the 
officers of the Pressed Steel Tank Co., certainly is a tribute to Mr. Balasso’s good 
behavior and excellent character 

There is also submitted a petition to your honorable committee by many friends 
of Mr. Balasso, who are anxious that reconsideration and favorable recommenda- 
tion be given bv the committee to Senate bill No. 423 for the relief of Mr. Balasso 
This petition could have contained many more names, but it does express the ge 
eral sentiment of a group of Americans who, knowing Mr. Balasso, feel that thes 
would welcome him as a permanent resident and American citize: 


CONCLUSION 


Mr. Balasso, who is presently 58 vears of age, has oriented himself to our was 
of life. To compel him, through deportation proceedings, to go back to a way of 
life now unknown to him will cause him great hardship and will amount to cruel 
and inhuman punishment resulting from no fault of the alien, but from the bad 
advice given to him by a lawyer who was more interested in a fee rather than the 
welfare of his client 


In 2 vears, Mr. Balasso will have completed 25 vears of service with his present 
employer, Pressed Steel Tank Co., and as a result of such service, he would become 
eligible for retirement and pension. Deportation of Mr. Balasso would not only 


mean a loss of his pension and an economic hardship, but would also mean the 
loss of an opportunity to spend his declining vears in a country which 
grown to love. Mr. Balasso’s past record justifies vour honorable committee to 
grant him relief so that he nav spend the balance of his vears among is friends 
in the United States 
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The various exhibits, particularly the transcript containing the opinion of the 
trial judge at the time of sentence, together with the letter of recommendation 
and request to your honorable committee for favorable action, coming from the 
chief probation officer of the probation department for the United States district 
court, attest to the fact that Mr. Balasso is a person of excellent character and 
will make a good American citizen. 

The various letters, particularly that of Reverend Zanon of St. Rita’s Church, 
together with the petitions, certainly disclose a case of real hardship and one in 
which equitable relief should be granted to Mr. Balasso through a favorable rec- 
ommendation by the committee and the passing of Senate bill 423. 

Mr. Balasso and I greatly appreciate the work of your honorable committee in 
permitting Mr. Balasso to gather and submit new and further evidence in the 
matter in support of his petition for relief. 

Respectfully submitted. 
James D. SaAMMARCO, 
Attorney for Orazio Balasso. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 423) should be enacted. 
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CERTAIN BASQUE ALIENS 


Jury 1, 1952.—-Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Watrmr, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 732} 


The Committee on the Judiciary to whom was referred the bill 
(S. 732) for the relief of certain Basque aliens, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent resi- 
dence in the United States to 15 aliens. The bill provides for appro- 
priate quota deductions and for the payment of the required visa 
fees and head taxes. 


GENERAL INFORMATION 


The beneficiaries of the bill are all citizens of Spain who entered the 
United States originally as seamen except for two of them who entered 
as visitors. ‘They are all emploved as sheepherders by various sheep 
owners in Idaho. 

A letter, with attached memorandum, dated March 21, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to the case reads as follows: 

Marcu 21, 1952 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (8. 732) for the relief of certain Basque 
aliens. The bill would grant the aliens permanent residence in the United States. 

There is attached a memorandum prepared by the Immigration and Naturali- 
zation Service of this Department setting forth the facts in the case. 

The quota for Spain, to which all beneficiaries of the bill are chargeable, is 
oversubscribed and immigration visas are not readily obtainable. In this respect 
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their cases are siniilar to those of many other aliens who desire to enter this 
country for permanent residence but who are unable to do so because of the 
oversubscribed condition of the quotas to which they are chargeable. All the 
beneficiaries of this bill, with the exception of Jesus Llona Mencheca and Guilermo 
Chacartegui, entered the United States as seamen and deserted their vessels. 
They had followed the sea for varying periods of time immediately prior to their 
last entries into the United States, and had not recently worked at sheepherding, 
some having never worked at that occupation. The record presents no facts 
which would justify granting them a preference over the aliens residing abroad 
who are awaiting their regular turns for the issuance of immigration visas. 
Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 
Sincerely, 
A. DeEvirr VANECH, 
Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE Fites RE Crro Cargaca, VICENTE GALARZA, JOSE MANUEL Batista 
Perez, Jesus Luona MeEnNcHECcA, AUGUSTIN UPIARTE, SEGUNDO YBARRO, 
MANUEL OvLavarria, Tomas Lanzoa, FRANCISCO GRANA AGEITOS, GUILERMO 
CHAcCARTEGUI, Nicasio LARRINAGA OrTUBE, JULIAN OrBE Zvuazua, THomas 
ARANSOLO ABADEA, GEORGE ARANSOLO ABADEA AND JOSE LASA ERENOSAGA, 
BENEFICIARIES OF S. 732 


The 15 aliens named in the bill are natives and citizens of Spain, with the 
exception of Jose Manuel Batista Perez, who is a native of the Canary Islands 
and a subject of Spain. The aliens are all single with the exception of Ciro 
Careaga, Tomas Lanzoa, and Guilermo Chacartegui, who are married. All of 
them, with the exception of Jesus Llona Mencheca and Guilermo Chacartegui, 
entered the United States as seamen and deserted their vessels. Mr. Mencheca 
and Mr. Chacartegui entered the United States as visitors. 

Information with respect to the individual aliens is as follows: 

Ciro Careaga was born on October 30, 1900. He last arrived at the port of 
New York, N. Y., on May 10, 1946. He had previously entered the United 
States on April 8, 1945, and deserted his ship, but subsequently sailed foreign 
on November 25, 1945. He is presently employed as a sheepherder and earns 
$225 per month. His wife and four children reside in Spain, and he has no rela- 
tives or dependents in the United States. 

Vicente Galarza was born on May 22, 1928. He arrived in the United States 
at San Francisco, Calif., on October 30, 1949, as a member of the crew of the 
steamship Dione. He was granted shore leave and did not return to that vessel. 
He has admitted that it was his intention to enter the United States illegally and 
thereafter remain in this country permanently. He was employed by the Jump 
Creek Sheep Co., Boise, Idaho, at a salary of from $200 to $225 per month until 
March 7, 1951, but according to last information he was unemployed. Mr. 
Galarza stated that he departed from Spain to avoid military service there and 
that he has not registered for selective service in the United States. He has no 
relatives or dependents in this country. His mother is deceased and his father 
resides in Spain. 

Jose Manuel Batista Perez was born on September 23, 1923. He entered the 
United States at the port of Baltimore, Md., on January 8, 1949, as a member of 
the crew of the steamship Monte Inchorta, which ship he deserted. He has 
admitted that prior to his last entry it was his intention to enter the United 
States illegally and thereafter remain in this country permanently. After his 
arrival in the United States he worked for several employers, mostly on con- 
struction work. Since January 1951 he has been employed as a sheep-camp 
tender. His salary is $225 per month, which includes his board and living 
quarters. He has no relatives or dependents in the United States. His parents 
and three brothers reside in Spain. 

Jesus Llona Mencheca was born on December 2, 1921. He arrived in the 
United States at the port of New York, N. Y., on July 23, 1947, and was admitted 
as a Bree visitor for business for 2 months under section 3 (2) of the Immi- 
gration Act of 1924. He has received no extensions of stay and is considered as 
being illegally in this country. His mother, brother, and two sisters reside in 
Spain. Mr. Mencheca stated that his purpose in coming to the United States 
was to purchase machinery for a firm in Spain. He was not, however, employed 
by the company. Since September 1947, he has been employed as a camp tender 
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in a sheep camp near Boise, Idaho, where he earns $200 per month 
board. 

Agustin Uriarte was born on December 30, 1919. He arrived in the United 
States at Philadelphia, Pa., on August 28, 1946, as a member of the crew of the 
steamship Josina, which vessel he deserted. He was admitted that he signed on 
this ship at Bilboa, Spain, for the purpose of coming to the United States to 
remain permnanently. He was emploved as a sheepherder at a salary of $200 a 
month until April 26, 1951, when he was taken into custody on a complaint charg- 
ing insanitv. He was found to be suffering from a nervous breakdown, however, 
and was subsequently released on bond. Mr. Uriarte has no relatives or depen- 
dents in the United States. His mother resides in Spain and his father is deceased 

Segundo Ybarro was born on Mav 21, 1919. He arrived in the United States 
at Philadelphia, Pa., on August 28, 1946, as a member of the crew of the steamship 
Josina, Which vessel he deserted. He has admitted that he planned to desert 
prior to the time his ship sailed from Spain. On September 25, 


plus room and 


1950, a warrant 
for his arrest in deportation proceedings was issued charging him with being in 
the United States in violation of the Immigration Act of \Iay 26, 1924, in that, 
at the time of entry, he was an immigrant not in possession of a valid immigration 
visa and not exempted from the presentation thereof by that act or regulations 
made thereunder. On January 17, 1951, he was aecorded a hearing under the 
warrant of arrest during which he applied for the privilege of voluntary departure 
in lieu of deportation. He was granted the relief applied for but has not departed. 
Mr. Ybarro has been emploved in the vicinity of Gooding, Idaho f the time 
since his arrival in the United States, either as a sheepherder or on farms. He 
has been emploved since January 1950 as a sheepherder at a salary of $200 per 


, most of 


month in addition to his room and board. Mr. Ybarro has a brother and an unele 
residing in the United States. His father, two brothers, and two sisters reside 
in Spain. His mother is deceased. Mr. Ybarro stated that he 
Spanish Navy for 15 months prior to his discharze therefrom in 1941, and that 
after the war he was drafted into Franco’s army against his will and that he served 
in that army about 15 months. He stated that he was arrested at Gooding 
Idaho, on November 24, 1050, for reckless driving for which offense he i 
S100. 

Manuel Olavarria was born on July 19, 1909. He arrived in the United Stat 
at San Francisco, Calif., during October 1949, as a member of e crew of the 
steamship Dione. He signed off of that ship and was cranted 20 days in which to 
reship. He stated that he did not reship because he was told by other Basques in 
San Franciseo that if he went to work in the sheep industry he would not have to 
return to Spain. Mr. Olaverria has worked as a sheepherder almost continuously 
since his entry into the United States. He is prosentiv emploved at a salary of 
$200 per month, plus his room and board. He stated that he served in the Spanish 
Army during 1936 and 1937. He has three brothers and two sisters in Spain, but 
has no relatives or dependents in the United State 

‘Tomas Lanzoa was born on January 13, 1915. He arrived in the United States 
at Baltimore, Md., on July 1, 1949, as a member of the crew of the steamship 
Monte y Ziar, which vessel he deserted. He has admitted that he intended to 
desert his ship before he went ashore and he stated that, prior to his departure for 
the United States, he made no attempt to obtain a passport or a visa for legal 
entry. He is presently emploved as a sheepherder near Twin Falls, Idaho, where 
he earns $230 per month, plus his board and living quarters. He has no relatives 
or dependents in the United States but he has a wife and two children in Spain 
Mr. Lanzoa stated he served in the Spanish Navy from 1935 until 1939 when he 
deserted his ship and staved in France until the end of the revolution. He claims 
that after he returned to Spain the Franco government put him in a labor camp 
for 1 vear. 

Francisco Grana Ageitos was born on September 24, 1922. He arrived in the 
United States at Philadelphia, Pa., on August 28, 1946, as a member of the crew 
of the steamship /Josina, which ship he deserted. He has admitted that it was 
his intention, before leaving Spain, to enter the United States illegally, and he 
stated that, prior to his departure for the United States, he made no attempt to 
obtain a passport ora visa for a legal admission to this country. Since September 
13, 1946, he has been empleved as a sheepherder near Twin Falls, Idaho, where he 
earns $230 per month, plus his board and living quarters. He has no relatives or 
dependents in the United States. His parents and five brothers reside in Spain. 
He stated that he served in the Spanish Army from January 20, 1942, until his 
discharge therefrom on March 7, 1944. Prior to his arrival in the United States, 
Mr. Ageitos had been a seaman by occupation. 


served in the 
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Nicasio Larrinaga Ortube was borin on November 16, 1925. He arrived in the 
United States at Baltimore, Md., during September 1949, as a member of the crew 
of the steamship Atlantic Air. He stated that he was granted shore leave but 
decided to desert after going ashore. He was not in possession of a passport or an 
immigration visa. Since his arrival in the United States he has been employed at 
various jobs, mostly on construction work. He has been employed as a sheep 
herder only since March 11, 1951. His salary is $200 per month, plus his board 
and living quarters. He has no relatives or dependents in the United States. 
His parents, a brother, and a sister reside in Spain. He stated that he served 2 
years in the Spanish Navy from 1945 to 1947. He further stated that he went to 
sea at the age of 15 years and that for about 8 or 9 years preceding his last entry 
into the United States in 1949 he had been a seaman by occupation. 

Julian Orbe Zuazua was born on August 13, 1922. He arrived in the United 
States at Galveston, Tex., on May 25, 1947, as a member of the crew of the 
steamship Saturno, which vessel he deserted. He has admitted that it was his 
intention to enter the United States illegally before his ship sailed from Spain 
and he stated that he made no attempt to obtain a passport or a visa for a legal 
entry. Since June 5, 1947, he has been employed as a sheepherder near Emmett, 
Idaho, where he earns $220 per month, plus his board and living quarters. He has 
an uncle and two aunts residing in the United States. His parents, four sisters, 
and one brother reside in Spain. Mr Zuazua stated that for about 3 years im- 
mediately preceding his entry into the United States his occupation was that of a 
seaman. 

Thomas Aransolo Abadea was born on December 20, 1922. He arrived in the 
United States at Galveston, Tex., on May 25, 1947, as a member of the crew of the 
steamship Saturno, which vessel he deserted. He has admitted that it was his 
intention to enter the United States illegally before his ship sailed from Spain. 
He stated that he had heard in Spain that should he get into the United States 
illegally, he might be permitted to remain in this country. Since his arrival he 
has been employed as a sheepherder near Emmett, Idaho, at a salary of $220 per 
month, plus this board and living quarters. His parents, a brother, and a sister 
reside in Spain. He has one brother, an aunt, and an uncle residing in the United 
States. Mr. Abadea stated that he served in the Spanish marines from May 1942 
until June 1944. He further stated that for 244 vears immediately preceding his 
last entry into the United States his occupation had been that of a seaman. 

Gregorio Aransolo Abadea was born on December 24, 1915. He arrived in 
the United States at Philadelphia, Pa., on January 6, 1946, as a member of the 
crew of the steamship Monte Orduna, which vessel he deserted. He has admitted 
that it was his intention to enter the United States illegally before his ship sailed 
from Spain. He stated that he bad heard in Spain that if he should get into 
the United States illegally, he might be able to remain. For the first 8 months 
after his arrival in this country, Mr. Abadea worked in a packing house in Newark, 
N. J. Since September 6, 1946, he hes been emploved as a shee} herder near 
Kimmett, Idaho at a salary of $220 per month, plus his board and living quariers. 
He hes an aunt, an uncle, a cousin, and a brother residing in the United States, 
His parents reside in Spain. Mr. Abadea stated that his occupation in Spain 
was that of a sailor and that he had been following that occupation for about 
®) years immediately preceding his entry into the United States. 

Jose Erenosaga Lasa was born on April 29, 1917. He arrived in the United 
States at Wilmington, Del., on August 25, 1948, as a member of the crew of the 
steamship Castillo Simancas, which vessel he deserted. He bas admitted that it 
was his intention to enter the United States illegally before his ship sailed from 
Spain. He stated that he made no attempt to obtain a visa. Since Jamnary 1950 
he has been employed as a sheepherder near Emmett, Idaho, at a salary of 5220 
per month, plus his board and living quarters. His mother and a brother-reside 
in Spain. He stated that he served in the Spanish Army from 1942 to 1945. 
Hie also stated that he had been a seaman for about 4 years prior to his entry 
into the United States. 

Guilermo Chacartegui was born on April 6, 1898. He last arrived in the United 
States at New York, N. Y., on May 14, 1946, and was admitted as a temporary 
visitor under section 3 (2) of the Immigration Act of 1924 until August 1, 1946, 
He was granted several extensions of his temporary stay and he was last given 
until February 22, 1948, within which to depart from the United States. He 
claims to have first entered the United States in 1910 with his mother and that 
his father had entered this country in 1899. He stated that he worked for his 
uncle, Joe Chacartegui, on a sheep ranch in Idaho, for 16 vears, and that in Sep- 
tember 1926 he left the United States to visit his parents who had returned to 
Spain. He also claims to have returned to the United States at the port of New 
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York in September 1927, but no record of his permanent admission in 1910 or his 
readmission in 1927 has been found. 


Mr. Chacartegui further claims that he last departed for Spain on December 30, 


1930, and while there married a native of that country He has thre inor 
children. Between 1930 and 1946 he operated a small farm and a store at 
Amaroto, Spain. He stated that from June 1, 1937, until December 8, 1938, he 
was in jail in Bilbao, Spain, on orders of the Franco government but that after 
being investigated he was released and no charges were plac 

Since his last entry into the United States on May 14, 1946, Mr. Chacartegui has 
been steadily employed as a sheepherder He presently receives a salar f S250 
per month Vir. Chaeartegui was the beneficiary of S. 139, Kightv-first ( ore 
on which the Departinent of Justice submitted its report to the Senate Judic 
Committee under date of July 22, 1949, in which it was stated that whet! { 
general provisions of the immigration laws should be waived in Mr. Chacartegui’s 
case presented a question of legislative policy conceriing which the Department 
preferred not to make any recommendation However, subsequent to the sub 
mission of the Department’s report on that bill the Congress enacted general 
legislation permitting the importation of skilled alien sheepherders to work at that 
occupation (Public Law 587, Sist Cong., approved June 30, 1950 After the 
enactment of that legislation Mr, Chacartegui’s status could have been adjusted 
by his departure from the United States to a nearby country where he could ha 


applied for an immigration visa for permanent residence under that law 


Senator Henry C. Dworshak, the author of the biil, has submitted a 
number of letters and documents in s ipport of the bill. Various 
emplovers of the beneficiaries of the bill state that the men are all 
steadily employed and needed ia the wool-growing industry. One of 


the letters submitted by Senator Dworshak reads as follows 


THE VALENCIA, 
Raise Idaho. Fel j 112, 1952 
Hon. Henry ©. DworsnHak, 
United States Senator, Senate Office Building 


Washingltor Di< 


DEAR SENATOR Dworsuak: There is now 


gress your Senate bill 732 for the purpose of enabling certain Basque aliens who 
tr 


3 
I 


are illegally in this country to remain here These Basque aliens included in the 
bill are all employed regularly and permanentiv in the sheep industry We 
have been informed DY several of their emplovers that thev have urgent need for 
these men. Other sheepmen have told us that they could use additional Basque 


sheepherders, since there is a great shortage of competent sheepherders in the 
State of Idaho and that, on the whole, the great majority of the available skilled 


sheepherders are Basque \s a matter of fact, through experience, many sheep- 
men in southern Idaho prefer to hire almost exclusive sheepherders of Basque 
extraction. 

As vou will reeall, we run the Valencia Hotel and Dining Roo During 
times that many of the Basques ineluded in Senate bill 732 are vn t 
board and room with us \s a consequence, we have become well acquainted 
with them and familiar with their character traits and conduct Without exeep 
tion, we have found them to be law abidi iv, honest, a 1 well-behavs 1, and with 
what we have learned from their emplovers concerning not only their desire, but 


their abilitv to work steadily and conscientiously, we have no hesitation it 
recommending them as the type of men who would make good residents and 
citizens of the State of Idaho and the United States. 

We feél so keenly about this matter that we have taken it upon ourselves to 
write you in their behalf and urge that vou do everything in your power to assist 
these men and at the same time render a valuable service to the sheep industry 
in Idaho. 

We, as well as the rest of the Basques in southern Idaho, know that 
always been our friend and have worked hard in our behalf. For all your effort 
we wish to thank you and we sincerely hope that vou will continue to help us 


Sincerely yours 





BENITO Ys RSA 
TomMas YSURSA. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 732) should be enacted 
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confined in an institution and his parents 
The 
the Senate 


I 


of 


Mr. Water, from the Committee on the Judic 
followings 
REPORT 
| ~ S 
The Committee on the Judiciary, to whom sr d the bill 
(S. 1454) for the relief of Walter Koelz, having considered the same 
report favorably thereon without amendment and recommend that the 
bill do pass. 
PURPOSE OF THE BILL 
The purpose of the bill is to waive the excluding provisions of 
existing law relating to admissibility of immigrants suffering from 
feeble-mindedness or a mental disabilitv. The bill provid s for the 
posting of fn suitable bond as a fuaranty avainst the é lien bee omit or 
a public charge. 
GENERAL INFORMATION 
The beneficiary of the bill is a 37-year-old native and citizen of 
Germany whose father and mother are citizens of the United States. 
The parents were admitted to the United States mm 1930 and were 
naturalized in 1935. They tried to obtain a visa for their son when 
they first came to this country and subsequently applied again but 
their applications were refused on both occasions The ben ficiary of 
the bill has been diagnosed as being mentally deficient and that he ts 
afflicted with a constitutional weakness of mind. He has never been 
iI | ts have made annual visits to 
parents appear to be well able to pro- 
I] he wv ill be 


Germany to see their son. 
vide for him and without the waiver provided for in the bi 
unable to join his citizen parents in this country 
24, 1951, to the chairman 
Committee on the Judiciary from the Deputy Attorney General with 





dated August 


A letter 
reference to the case reads as follows 


WALTER KOELZ 





DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 


Washington, Auqust 24, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Se nate, Was} ington, as. 
My Dear Senator: This is in response to vour request for tl 
Department of Justice relative to the bill (S. 1454) for the relief of Wa 
an alien. 
The bill would provide that, notwithstanding the provisions of the first and 
ninth categories of section 3 of the Immigration Act of 1917, as amended, Walter 


l 
| 


Koelz mav be admitted to the [| 





: nited States for permanent residence provided 
that he is found otherwise admissible under the provisions of the immigration 
laws and provided further that there be given a bond guaranteeing that he will 


not become a public charge. 
The files of the Immigration and Nati 


ralization Service of this Department 
discl 


that Walter Koelz is a native and citizen of Germany, 





having been born 











, 1914, in Crailsheim, Wortenberg, Germany. He is the son of Mr. and 

ttheb Koelz, who arrived in the United States from Germany on March 

‘ at which time they were admitted for permanent residence Subse- 
quently, on July 8, 1935, Mr. and Mrs. Koelz were admitted to United States 
cit nship in the United States District Court, Philadelphia, Pa. Prior to 
embarking for this country, Mr. and Mrs. Koelz applied on March 15, 1929, for an 
immierati isa on behalf of their son, the beneficiary of the instant bill. This 
applic was refused on the ground that Walter Koelz was inadmissible to the 
United States der section 3 of the Immigration Act of 1917 in that he was men- 
tally deficient Another application for a quota immigration visa under section 
6 a 2) of the Imn ivration Act of 1924, submitted on February 7, 1934 vas 
refused for similar reasons \ medical certificate, dated July 22, 1948, and signed 


bv Prof. Dr. H. Sehulte, director of 


indicated ths Walter Koelz has 





ealled imbecilit, 






The alien is present! 


residing with his aunt and uncle in Hamburg, Germany. 




















He attended publi 01 until his fifteenth birthday, after which he became an 
apprentice in a cabinetmaking shop of his unecle’s. He is, : e present time, 
employed as a cabinet maker in his uncle’s shop, where he receives a salary from 
which he pays for his room and board at the home of his aunt and uncle. In 
March 1944, he was conscripted into the German Army and was medically dis- 
charged in December 1944, with a bladder condition. He hi: never been an 
inmate of an institution or hospital. His father and mother, pr vy on one of 
their annual visits with their son in Germany, reside in Philadelphia, Pa., where 
Mr. Koelz is a partner in the Laneko Engineering Co., a tool and dve manufac- 


turing company. It appears that his portion in the business is worth about 
$47,000. He also owns rea! estate and bond 

The first category of section 3 of the Immigration Act of 1917 exch 
admission to the United States all beciles, feeble-minded persons and 
insane persons; the ninth category concerns persons who are found to be, and 
certified by the examining surgeon as being, mentally or physically def 
such physical defects being of a nature which may affect the ability of such alien 
to earn a living. Therefore, without the benefit of special legislation, the alien 
may not be permitted to enter this country to join his United States citizen parents. 


ides from 
idiots, a 











] 






Whether, under the circumstances in this case, the general provisions of the 
immigration laws should be waived presents a question of legislative policy 
concerning which this Department prefers not to make any recommendation, 

Yours sincerely, 
Prytron Forp, 
Deputy Attorney General. 











~~ 


Senator Edward Martin, the author of the bill, | ubmitted t] 
following information in support of th 





| ~ 
Hon. Pat McCarran 
Chairme Judicia Comn 
I ’nited Stat Senat Wa to bd, ¢ 
DEAR SED R: Pri bill S. 1454 | f ! \ 
Koelz, was indefinitely postponed by the $ 


sible for anv nationalist to leave the 
At the close of the war in 1945, 
Germany forbade even an inquir 
country; and wi } 1 war vears 
pre ference to displaced sor et 
official sanction for V 
effort was made in his behal 
In the intery ning vears Wlater WAS 2 } a ‘ 
been involved in any publie offenses) and attended grammar \ 
of 15 he began his apprenticeship as a cabinetn er. atr 





mitted To T is eout 
His father has a o 
Mascher Street and G 





dies. This partnership in i : alua 
of $50,000, which can be verified In addition the parents have 1 ‘ 
property valued in excess of $50,000. Understand { parents have br 
and are greatly distressed over the separation from their only child over 
many vears, are anxious to have him with them, and w d be willing and ar 
to post any reasonable bond or recognizance to save harml 
against their son ever becoming a p b] charge 

I would therefore, appreciate it greatly if the bill were reconsidered by the 
subcommittee in the light of the information above stated. 

Very sincert ly 


The committee, after consideration of all the facts in the case, is of 


the opinion that the bill (S. 1454) should be enacted. 


‘ 
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ADELE FRATTIN] 


x LY 1, 1952.—Committed to the Committee of the Whole House and ordered to 


be printed 


Mr. Waurter, from the Committee on the Judiciary, submitted the 
following 


REPORT 
{To accompany 3S. 1479 


The Committee on the Judiciary, to whom was referred the bill 
(S. 1479) for the relief of Adele Frattini, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Adele Frattini. The bill provides for an 
appropriate quota deduction and for the payment of the required visa 
fee and head tax. 

GENERAL INFORMATION 


The beneficiary of the bill is a 30-year-old native and citizen of 
Italy who last entered the United States as a visitor on May 14, 1949. 
She resides in Ridgefield, Conn., with her 58-vear-old father who is a 
citizen of the United States. Her father suffers from mental dis- 
turbances and according to the attending physician the daughter’s 
presence with her father has greatly improved his health. 

A letter dated October 16, 1951, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

Hon. Par McCarran, 
Chairman, Committce on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to vour request for the views of the 
Department of Justice relative to the bill (S. 1479) for the relief of Adele Frattini, 
an alien. 

The bill would provide that Adele Frattini shall be considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
its enactment, upon payment of the required visa fee and head tax. It would 
further direct the Secretary of State to instruct the quota-control officer to deduct 
one number from the appropriate immigration quota 
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The files of the Immigration and Naturalization Service of this Department 
disclose that Miss Frattini is a native and citizen of Italy, having been born on 
June 22,1921. She entered the United States at the port of New York, on May 14, 
1949, when she was admitted until August 14, 1949, as a visitor under section 3 (2) 
of the Immigration Act of 1924, upon the posting of a departure bond in the sum 
of $500. The alien was granted several extensions of her temporary stay, the 
last of which expired on May 31, 1951. 

The files further reflect that since her entrance into the United States, Miss 
Frattini has been unemployed and maintains the home of her father, Ferrante 
Frattini, who resides in Ridgefield, Conn. The alien’s father is 58 years of age 
and is a naturalized citizen of the United States. He is employed by a construc- 
tioncompany. Miss Frattini testified that her father has mild mental disturbances 
which take place approximately every 3 months for a duration of approximately 
1 week and that she takes care of her father during these illnesses. 

The quota for Italy, to which Miss Frattini is chargeable, is oversubscribed for 
several years and an immigration visa is not readily obtainable. The record 
presents no facts, however, which would justify the enactment of special legislation 
granting her an exception from the requirements of the immigration laws. In 
recent vears many aliens have entered the United States as temporary visitors and 
thereafter endeavored to remain permanently. The enactment of special legisla- 
tion in Miss Frattini’s behalf might encourage others in whose cases immigration 
visas are not readily obtainable to seek exemption from the general immigration 
laws. 

\ccordingly, the Department of Justice is unable to recommend enactment of 
the bill. 

Sincerely, 
A. Devrrr VANECH, 
Deputy Attorney General. 


Senator Brien McMahon, the author of the bill, has submitted a 
number of letters and documents in support of the bill, among which 
are the following: 


Unirep States Post Orricr, 
7 Ridgefield, Conn., September 1, 1951. 
Senator Brien McManon, 
United States Senate, Washington, D. C. 


DrAR SENATOR: In response to your letter of May 29, 1951, to Miss Nancy J. 
Servadio with reference to the private rclicf bill 8S. 1479 recently introduced by 
you in the Senate for Miss Adele Frattini, I beg to submit for your convenience, 
the answers to the information requested by the Committee on the Judiciary 
through Senator Pat McCarran, chairman. 

(1) The circumstances surrounding the entry of the person to the United States 

At the time of Mr. Frattini’s departure from his native country, Italy, Adele 
was then a small baby and consequently had never seen her father. At the age 
of 20, Miss Frattini entered the United States on a tourist visa for the purpose of 
visiting her father, primarily in the interest of his health. Mr. Ferrante Frattini 
is a citizen of the United States for a number of years. 

(2) The present activities of such person 

Miss Frattini has been engaged in the care of her father who has been il] for 
some time, which fact is substantiated hy the medical report from the family 
physician. Miss Frattini has been of considerable comfort to her father during 
her stay here and if obliged to leave the country, the same can have a serious 
effect on her father. 


(3) How such person is presently earning a living, or whether dependent on some 
other person for support 


At the present time, Miss Frattini is dependent upon her father for support. 
Mr. Frattini is financially capable of such support and in the event that she is 
permitted to remain in this country she would be capable of obtaining employment 
if the same became necessary. 


/ 


(4) Whether or not such person is engaged in any activities, political or otherwise, 
injurious to the American public interest 

Miss Frattini is not engaged in any activities, political or otherwise, injurious 

to the American public interest; is very much interested in becoming a loyal 
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American citizen. She is a member of St. Mary’s Catholic Church, Ridgefield, 
Conn., her membership supported by the enclosed | ; 
Edward J. Duffy. All of her friends and neighbors speak very highly of her and 
she is very well recommended. 





(5) Has such person been convicted of an offense nder any Federal or State 
and if so, what offense 
Miss Frattini has not been convicted of any offense under Federal, State, or 
local law. 
Your personal interest and kind attention to this matter is very much appre- 
ciated. 
Sincerely, 


LrkO} L. Roe ly 
RIDGEFIELD, CONN., August j 
Hon. Brien McManon, 
senator Jrom Connecticut, I ashington, D. ¢ 

DeEaR SeNaTOR: I am writing you concerning 8. 1479 and Ad lrat 

Her father, Ferrante Frattini, is a patient of mine about whot am greatly 
concerned, As you probably know, he has been a good hard-working man during 
the 30 vears he has been in this country. During the last few vears he has on 
occasions become extremely ce spondent, mostly because of the al nce Of any 
member of his immediate family. 

Since his daughter Adele has been with him his health and general condition 
have greatly improved. If his daughter is not allowed to stay in this country 
with him I am very apprehensive as to his future. 

I will greatly appreciate anything you may be able to do on behalf of these two 


individuals. 
I have the honor to remain very truly yours, 


DEPARTMENT OF Jt 1¢ 
IMMIGRATION AND NATURALIZATION SERVI 

llartford Conn., Ap 

Hon. Brien McManon, 
United States Senaior, Senate Office Building 
7 Washington, D. ¢ 
DeAR Senator McManon: I have vour letter of April 20, 1951, regarding 

Adele Frattini enclosing one from Mr. Georg L. Roe well, Jr.. of Ridvefiel 1 
Conn. Mr. Rockwell’s letter is returned herewith 


This is a sad case. Miss Frattini has been granted an extension of her tempo- 
rary stay in this country to May 31, 1951. She originally entered tl intry on 
May 14, 1949, to visit her father Her father unfortunately is afflicted with 
manic depressive psychosis, depressed phase Chis information was furnished 


I 
to this office in a letter from Dr. Forbes H. Burgess, of Ridgefield, Conn., on July 
26, 1950. 
When Miss Frattini appeared at this office, which was on October 31, 1950, she 
indicated that she would like to arrange to bring her father back to Italy with her 
since she thought she and her family could be of more assistance to him there 
than if he remained here. I believe that negotiations were going on at that time 


to obtain the necessary passage for her father to return to Italy with her. Appar- 
ently from Mr. Roekwell’s letter she is desirious of remair in this country. 





This, of course as you are aware, she cannot do unless she leaves the United States 
and obtain a visa which will permit her to remain here for permanent residence. 
It is an extremely sympathetic situation and I wish we could be of more assist- 
ance in the matter, but, however, under the circumstances I do not see what 
more we can do here. 
Cordially yours, 
D. T. Lonao, Officer in Charge. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1479) should be enacted. 
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JuLy 1, 1952.—Committed to the Committee of the Whole House and ordered 
) 


to be printed. 


Mr. Watrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 1840 


The Committee on the Judiciary, to whom was referred the bill 
(S. 1840) for the relief of Tsuneo Tanigawa, also known as David 
Lawrence Rogers, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 





The purpose of the bill is to grant a waiver of the racial barrier to 
admission into the United States in behalf of a minor Japanese child 
of Sgt. and Mrs. Ernest P. Rogers. The child would be considered 
to be a nonquota immigrant which is the status normally enjoyed by 
the alien minor children of citizens of the United States. . 


GENERAL INFORMATION 


The beneficiary of the bill was born on January 15, 1951, in Tokyo 
Japan, of unknown parents and is presently residing with Sgt. and 
Mrs. Ernest P. Rogers who are United States citizens. 

A letter dated January 5, 1952, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

January 5, 1952 


Hon. Pat McCarran, 
Chairman, Committee on the J udician s 
United States Senate, Washington, D. ¢ 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice rela ive to the bill (S. 1840) for the relief of Tsuneo Tani 
gawa also known as David Lawrence Rogers, an alien. 

The bill would provide that, solely for the purposes of sections 4 (a) and 9 of 
the Immigration Act of 1924, and notwithstanding any provisions excluding fror 
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admission to the United States persons of races ineligible to citizenship, Tsuneo 
Tanigawa, also known as David Lawrence Rogers, a minor Japanese child, shall 
be considered the alien natural-born child of Sgt. Ernest P. Rogers and his wife, 
Annie L. Rogers, citizens of the United States. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien, presumably of the Japanese race, Was born on or about 
January 15, 1951, in Tokyo, Japan, of unknown parents. Sergeant Rogers stated 
that he was born on September 13, 1918, at Newton, N. H., and that his wife, 
who is presently residing with him im Japan, was born in Louisville, Miss., on 
April 30, 1923. Sergeant Rogers has served with the United States Army since 
1941. 

The files further reveal that Sergeant Rogers has been married twice, his first 
marriage to Myrtle Tuttle on March 9, 1943, having terminated in divorce on 
May 30, 1946. The only child of that marriage was placed in the custody 
the mother. ‘The exact date of his marriage to his present wife is not known, 
but is believed to have occurred some time in 1949. Mrs. Myrtle Rogers was 
interviewed and stated that the court had ordered Sergeant Rogers to pay $10 
a week for the support of their child, Sandra Rae, and that Sergeant Rogers had 
been delinquent in these payments so that it had been necessary to have him 
arrested on a charge of nonsupport of the child. On September 16, 1946, he was 
placed on probation for 1 year and was ordered to pay $10 weekly for the support 
of the child. She continued that thereafter Sergeant Rogers supported the child 
until September 30, 1949, but has contributed nothing to its support since that 
date. 

The alien, being of the Japanese race, is ineligible for naturalization under 
section 303 of the Nationality Act of 1940 and thus is inadmissible to the United 
States for permanent residence under section 13 (c) of the Immigration Act of 
1924. In the absence of special legislation, he may not be permitted to enter 
the United States for permanent residence. Since Sergeant Rogers has not shown 
a proper regard for the responsibility of a father to support his own chi!d, it cannot 
be assumed that he would fulfil! his obligation toward his adopted child to any 
greater degree. Therefore, there is a possibility that the alien child, if admitted 
to the United States, might become a public charge. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Sincerely, 
A. Devirr VANECH, 
Deputy Attorney General. 


Senator Margaret Chase Smith, the author of the bill, has sub- 
mitted a number of letters and documents in connection with the 
bill among which are the following: 


GENERAL HEADQUARTERS, 
Far East ComMMANpD, 
OFFICE OF THE COMMAND Starr JupGeE Apvocati 
APO 500, April 15, 1952. 
Re Set. (1C) Ernest P. Rogers RA81034351, Company C, 8O80th Army Unit, 
Tokvo QM Depot, APO 1051}, C/o Postmaster, sean Franeisco ( alif. 
Hon. MARGARET CHASE SMITH, 
l nited State s Se nato ic Ne nate Offi ( Building, 

Washington BS. D.C. 

Dear Mrs. Surry: Master Set. Ernest P. Rogers has requested this head- 
quarters to forward to you his sworn statement in connection with report furnished 
vou by Mr. A. Devitt Vanech, Deputy Attorney General, United States Depart- 
ment of Justice. in connection with Senate bill 1840 for the relief of the minor 
half-American child he and his wife have in their custody for the purpose of 


A loption, at sue time as Sergeant Rogers is returned to the zone of the interior. 

Attached to the affidavit and in support of the statements contained therein, 
please find certified copy of second endorsement from Chief of Finance, relative 
to the allotment in favor of Sandra Mae Rogers, effective June 1, 1947, in the 
amount of $40 per month: also photostatie copy of publie record of birth of Sandra 
\lae Rogers showi date oO} birtt as Februar LS, [O44 and COpy of decree of 
divorcee granted in the ease of Myrtle L. Rogers v. Ernest P. Rogers, dated Novem- 


ber 30, 1945. 
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by the Department of 
Justice-and has requested me to express to you his appreciation for 


in his behalf, 
Sincerely yours, 


Sergeant Rogers requests reconsideration of |} ase 


lis ¢ 


vour efforts 


oe 
“ 





AFFIDAVIT 


I, Ernest P. Rogers, RA31034351, master sergeant, Tokvo Quarter aster 
Depot, APO 1051, c/o Postmaster, San Francisco, Calif., with permanent d ( 


at Peaks Island, Maine, now temporarily residing in Tok 
in the Armed Forces of the United States, being first duly 
to law, depose and say: 

That I was born at Newton, N. H., on September 13, 1918: 

That 1 was married to Myrtle Tuttle on the 9th of March 1943 l, 
Mass., and lived with her until the 15th day of March 19438, a total of 7 days, at 
the end of which time I reported to my organization, the Twenty-eighth Infantry, 
at Fort Leonard Wood, Mo.: 

That I did not return and live with my wife any time during 1943 but was sent 
from Fort Leonard Wood to maneuvers in the State of Arizona in June and Julv of 
1943; thence to Camp Forrest, Tenn.; thence to Camp Kilmer, N. J., Port of 
Embarkation where I embarked during the last week in October 1943, arriving 


I 


yo, Japan, while serving 


sworn on oath, accord J 


\ 


ig in 
Belfast, Ireland, approximately the 21st day of December 1943; that I remained 
in Ireland in training until June 1944, at which time i 
while with the Advance Group of the FE 
France, in June 1944, the 6th, D-day; 

That I served in the European theater continuously until about June 1945; that 
I returned to the United States in the middle of 1945 and immediately went to 
Haverhill, Mass., in search of my wife, as she had written me during September 
1944 that she had a child; that I proceeded to the home of my family in Haverhill, 
Mass., and was informed by my mother and my sister that shortly after I went 
to Fort Leonard Wood, Mo., my wife Myrtle Tuttle Rogers had been going with a 
man by the name of ‘Al’; that my wife had left the home of 1 
sister with this man “Al” and lived with him in a rooming hot 
Street, after which she went to Boston, Mass., to live 

That I was also advised that the child born to my wife, Sandra M 
was born on February 18, 1944, in the town of Natick, more than 11 mont! 
subsequent to the last day on which I lived with my wife: repeating ‘‘that I lef 
my wife on March 15, 1943, and went directly to Fort Leonard Wood, Mo.,” 
and that I did not at any time live with her until [ returned from the Europe 
theater in the middle of the vear 1945; that upon my return to the United S 


ead State 


I was sent to France, an 
ghth Division, landed on Omaha Beac 








I sought my wife and found her living with her mother in Natick, Mass., and 
feeling that I would like to forgive her for past wrongdoing, I tried to effect a 
reconciliation; she lived with me for a period of 2 davs and then told me that she 
wanted a divorcee and that she did not want to live with me under any eireun 


stances, although I offered her and the child a home and wanted to live with 
her again; 

That I disclaim the paternity of Sandra Mae Rogers the child born to Myrtle 
Tuttle Rogers prior to my divorce from her and in support of my position 
that the last time I lived with my wife or saw her was on Mareh 15, 19438; and that 





the records of the Commonwealth of Massachusetts in the town of Natick record 
the birth of Sandra Mae Rogers as February 18, 1944, more than 11 months 
subsequent to the date I left my wife to come overseas 

That on the 380th day of November 1945 my wife procured a divorcee from 
in Middlesex County. Mass., and in the court decree | was ordered to pay 310 
per week for the maintenance of Sandra Mae Rogers the chi v wife, beg 
ning on the Ist dav of December 1945; that I was discharged fro the Army 
during Julv 1945 and for a time I was out of emp t and could not meet 
the demands of the court decree of $10 per weel O ver when | 
I did send money pursuant to the terms of the dec Oo mv former e for ( 
support of the child; 

That I reenlisted April 23, 1947, and made an allotme to Sandra Mae Rogers 
effective the Ist of Julv 1947 in the amount of S40 per mont! ertified Op) 
endorsement from the finance officer, dated December 2. 1950 it, the 
records of his office indicate that the above f ed cla { is 
authorized by Ernest P. Rogers and payments thereon made by the Ar e 
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officer for the period June 1, 1947, to June 30, 1950; that the records of the finance 
officer indicate that for some reason the payments subsequent to September 
30, 1949, through April 2, 1951, which had been deducted from my pay were not 
forwarded for the benefit of Sandra Mae Rogers; I was not told the reason, these 
payments did not go forward; that is whether it was failure of the finance officer 
to forward or from lack of proper address; 

That during April 1951, I was refunded a total of $760 which had been withheld 
over the period stated under the court decree and not forwarded for the benefit of 
Sandra Mae Rogers. 

That during May 1949 I was remarried to Miss Annie L. Stokes from Green- 
ville, Miss., that I was sent overseas October 28, 1949, and my wife joined me in 
Japan during Mey 1950; that we have no children, and inasmuch as my wife 
wanted a child, we procured a half-American child from an orphanage in Japan 
and this child has been in our custody since June 1951. 

That this affidavit is made to set out the facts with reference to my former 
marriage, divorce, and birth of child to my former wife, Myrtle Tuttle Rogers, and 
to the above statements made by me under oath, which are supported by records 
of the AG Office showing the date I reported to Fort Leonard Wood, Mo., in 1943, 
date of Arizona maneuvers, and date I reported to port of embarkation for over- 
seas shipment. Also proof of my divorce from Myrtle Tuttle Rogers on November 
20, 1945, and certified copy of public record of birth of Sandra Mae Rogers, show- 
ing that she was born February 18, 1944: 

Responsible witnesses corroborating the date my former wife left my home in 
Haverhill, Mass., with a man identified as only ‘‘Al’”’ shortly after I left for Fort 
Leonard Wood, Mo., are Mrs. William Saicione, 10 Mill Street, Haverhill, Mass., 
my sister, and Mrs. Alice M. Rogers, my mother, located at the same address; 

This affidavit is made in further denial of the allegations and statements made by 
my former wife to a representative of the Immigration and Naturalization Service 
set out in letter from Mr. A. Devitt Vanech, Deputy Attorney General, addressed 
to the Chairman, Committee on the Judiciary, United States Senate, dated 
January 5, 1952, in connection with my effort to procure private legislation for 
entry into the United States of my adopted son David Lawrence Rogers, formerly 
salled Tsuneo Tanigawa, which legislation was introduced by Senator Margaret 
Chase Smith in Senate bill 1840. 

In witness whereof, I have hereunto set my hand this 7th day of April 1952, 
at Tokyo, Japan. 

Ernest P. Roaers, 


With the Armed Forces of the United States at Tokyo Japan, ss: 

The foregoing affidavit was subscribed and sworn to before me, an officer 
authorized under the provisions of article 136 of the Uniform Code of Military 
Justice to take oaths, this 7th day of April 1952, at Tokyo, Japan. 

Joun F. Goopwin, Jr., 
JA, GHQ, FEC, APO 500, 
Care of PM, San Francisco, Calif., 
Assistant Staff Judge Advocate. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1840) should be enacted. 


rn 
VY 
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Mr. Warrer, from the Committee on the Judiciary, submitted the 


following 


REPORT 


{To accompany 8S. 2166] 


The Committee on the Judiciary, to whom was referred the bill (S. 
2166) for the relief of Jo Ann Fosberg, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant a waiver of the racial barrier to 
admission into the United States in behalf of a minor Korean child in 
the custody of a United States citizen serviceman and his wife. The 
child would be considered to be a nonquota immigrant, which is the 
status normally enjoyed by the alien minor children of citizens of the 
United States. 

GENERAL INFORMATION 


The beneficiary of the bill is a 4-vear-old Korean child presently 
in the custody of Sgt. Raymond O. Fosberg, a United States citizen 
on duty in Japan. Sergeant Fosberg was married to a native and 
citizen of Japan in December 1950, and his wife is eligible to enter 
the United States under the provisions of Public Law 6 of the Eighty- 
second Congress. 

Senator Joseph R. McCarthy, the author of the bill, has submitted 
the following information in connection with the case: 


a, 
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HEADQUARTERS DerTACHMENT, 
NARA STATION Hospirat, 
Eiext THousanp aNnp Fortieta Army UNIT, 
APO 40, Ne pte mber ,, 195}, 
Hon. JosepH R. McCarruy, 
United States Senate, Washington, D. C. 


Dear Senator McCarruy: I, Sgt. Raymond ©. Fosberg, RA~20648976 
Headquarters Detachment, Nara Station Hospital, 8040th Army Unit, APO 40, 
am writing this letter asking vou to initiate a law allowing me to bring my child 
to the United States. Iam asking vou to do this, so I will be able to legally adopt 
her. I was advised by the consulate office at Kobe, Japan, and our legal officers 
at Osaka, Japan, that I will have to bein the United States with the child before 
I can start adoption proceedings. In order to bring her to the United States there 
will have to be a special law passed to allow me to bring her home with me. 

The child concerned is one (Miss Jo Ann Fosberg) presently going by my sur- 
name. She is approximately 4 vears of age and is of mostly American descent 
There is slight trace of Oriental race. I am a legal resident of Wisconsin but, 
being married to a Japanese national and in my intention of making the Army 
my career, | am not-sure as to what State 1 will be assigned in upon my return to 
the United States. 

I have served with the Occupation Forces in Japan since April 12, 1949. 1 
married a Japanese national on December 8, 1950, under the provisions of regula- 
tions and directives governing the marriage of military and civilian personnel, 
after a courtship of approximately 20 months. 

The child I wish permission to adopt is either an illegiti nate child or an 
abandoned child. She was picked up in Korea in the Seoul area by an American 
Department of the Army civilian worker and his Korean bride. This was during 
the evacuation of Department of Army civilians and dependents from NKorea to 
Japan at the start of the Korean conflict. Due to the faet thet the DAC civilian 
and his bride were not legally married, they could ne‘ ttempt to adopt the child 
This DAC is no longer working for the Depert-nent of the Army 1, being legally 
merried, took this child with his } ermission into mv home, which is 2 Government 
public quarters. I have now had this child for about 3 months. Since then | 
have more than sufficiently clothed And given her a respectable and comfortable 
home. 

I have checked with officers familiar with legal affrirs and also with the Ameri- 
ean consulate office in Kobe, Jaren. From this, there seemed to be no way 
whatsoever to ever locate her legal parents if anv. Since the outbresk of the 
Korean conflict her parents mav have been killed or if she was illegitimate she 
may have been left to die. I believe also that she bes no perents, ps all she 
knows is that she was left, and she loves my wife ond 1. She is very happy to 
have a mother and father. She spegks a lot of English es weil eas Javanese. 
Also she speaks very little Korean. She is a great help to my wife, who is also 
learning to speak English for our future return to the United States On behelf 
of my wife and I, we both appeal to vou for permission for return of this child 
and future adoption of this child concerned. 

I believe this adoption and permission, if granted under the existing public laws 
of the United States Government and of the Stete of Wisconsin, it would be in the 
rights of humanity and to the best interest of all concerned. This child will e*sily 
adant herself to the United States socially and educationally, as she knows more 
of the way of life of Americans than of the Javanese. 

I am enclosing parers showing that IT am ecarable of supporting this child if 


permission to adopt her is granted. Also enclosed is a photograph of the cl id 
concerned. [am anticipating return to the United States in about 6 to 9 months, 
so, I would appreciate favorable consideration on this matter. Again, I appeal 


to you and will sincerely hope and pray to God@theat T may be able to take this 
child back so T can legally adopt her and to continue to give her the home and 
the wav of life that I believe she rightfully deserves 

Sineercly yours, 


RayMonp O. Fosperc, 
Sergeant (RA-20648976 
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CERTIFICATE! 


NARA STATION Host 
Kigat THousanp AND Foritetu Army Unit 


This is to certify that Joann Fosberg is a normal healthy child, showing 1m 
evidence of communicable or infectious discase, and appears to be mentally sound 
CHowas J. Howarp 
Captla Vedic ( 
('j fa Ved \ 
Naka Sravy Hosprra 
Pics Puousanp ano Forritry ARMY UNtt 
1PO 40. Ane S 1951 


Subject. Certificate of earning 


To Whom li Vay Clonce ; 





1. Information as taken from the serviee reeords ows Ravmond O. Fosber 
RA-20648976, is serving as 9 sergeant in the Regular Army of the United States 
with an annual salary of $2,295 plus $192 for foreig ree 1 S810 hsistane 
allowanee 

2. His reeords show no trials by courts martiel or any forfe Ires fires 

Viarvin | PERRY 

/ Lieutenant Infant 
1 fy A Pe > () 

HEADQUARTERS DETACHMENT 
NARA Sravrion Hosprt 
kiagur THousanp anp Fortierau AruMy Unit 
1PO 40, A (30, 1951 
Hon. Joserpu R. MeCarruy, 
United States Senat . Washington, DD ( 

Dear Senatror McCartuy: Set. Ravmond ©. Fosberg, RA20648976, a menber 
of this unit, is attempting to adopt a f child of undetermined parentage | 
have known Sergeant Fosberg since December 12, 1959. He has worked under 
close supervision since that date. Talso know Mrs. Fosberg and the ¢ 1 (Jo At 
in question. 

The child is intelligent looking, rather pretts and very well behaved ssiie 
gives the impression of being a happy child She loves Sergeant Fosberg, whom 
she calls “‘Daddy”’. She is equally affectionate of Mrs. Fosberg, whom she call 
“Mommy. The child is well dressed and is kept it eet and cle ppcarance 

I am confident that Sergeant and Mrs. Fosberg are able and mos illire 
maintain a happy and comfortable home for themnselves and this ehild. T whok 
heartedly and unqualified, recommmend that this adoption b favorably ct 
sidered. This decision is based on mv knowle lze of the character of both Sergear 


and Mrs. Fosberg. 
Sincerely yours 
R. W. SaAcKkeETrT. 
Vejo VNC 
ilschment Commantie 
The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 2166) should be enacted. 


> 
VY 
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1969 BIANCAMARIA CORI] 


Juxty 1, 1952.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Watrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 2249] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 2249) for the relief of Biancamaria Cori, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILI 


The purpose of the bill is to grant to the minor adopted alien child 
of a citizen of the United States the status of a nonquota immigrant, 
which is the status normally enjoyed by the alien minor children of 


United States citizens. 


GENERAL INFORMATION 


The beneficiary of the bill is a 12-year-old native and citizen of 
Italy who was adopted in Italy on March 23, 1950, by Mr. and Mrs. 
Domenic Cory. Mr. Cory died on February 24, 1951. 

A letter, with attached memorandum, dated April 14, 1952, to 


the chairman of the Senate Committee on the Judiciary from the 
Deputy Attorney General, with reference to the case, reads as follows: 


APRIL 10, 1952. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2249) for the relief of Biancamaria 
Cori, an alien. The bill would make the alien eligible for admission to the United 
States as a nonquota immigrant. 

A memorandum prepared by the Immigration and Naturalization Service set- 
ting forth the facts in the case is attached. 





BIANCAMARIA CORI 





The question of granting a preference or nonquota status in the issuance of an 
immigration visa to adopted alien children of United States citizens is a general 
one which should be resolved by general legislation. However, whether in this 
particular case there should be an exception to the general law is a question of 
policy on which the Department of Justice prefers to make no recommendation. 
Sincerely, 

A. Devirr VANECH, 

Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SEPVICE Fines RE BIANCAMARIA Cort, BENEFICIARY OF 5S, 2249 

The alien, Biancamaria Cori, is a minor female, who was born about 12 vears 
ago in Italy. She has never resided in the United States According to Mrs. 
Mary Cory, a naturalized citizen of the United States, the alien was adopted by 
her and her late husband in 1950. 

Mrs. Cory stated that she and her deceased husband were unable to have 
children of their own and had decided in 1949, while on a vacation trip to Italy, 
to adopt a child in that country. They were directed to Biancamaria, who was 
not related to them by blood and whom they had never seen or heard of before 
their first meeting. Adoption proceedings were started in Italy in 1949 before 
they left for the United States, and the final decree was sent them in 1950. The 
girl’s parents are not known. The alien has been residing in Italy with Mrs. 
Cory’s niece since the adoption, and Mrs. Cory is sending money, food, and 
clothing for her support. 

Mrs. Cory also stated that she has assets of $27,000 in cash, bonds, and in a 
mortgage she retained on a home she sold. She is employed at a salary of $65 
to $70 a week 

The alien is chargeable to the Italian quota which is oversubscribed and an 
immigration visa is not readily obtainable. 


Senator Paul H. Douglas, the author of the bill, has submitted 
numerous letters, affidavits, and recommendations in connection with 
the case, among which is the following affidavit of the adoptive mother: 


AFFIDAVIT 
STATE OF ILLINOIS 
County of Cook, Ss: 
Maria Core, also known as Mary Cory, after first being duly sworn on oath, 
deposes and says that she resides at 3204 North Cicero Avenue, Chicago, Il. 
Affiant further states that she was born at Penne, Province of Pescara, Italy, 
March 29, 1901 
\ffiant further states that she entered the United States, at the port of New 
York, N. Y., on or about November 4, 1920, on steamship Niaga 


Jara, and Nas lived 
in the United States continuously ever since. 


Affiant further states that she is a citizen of the United States and holds certifi- 
eate of naturalization No. 4667942 issued to her on the 8th day of November 
1939 by the United States district court at Chicago, Ill. 

Af 


fiant further states that she is the surviving widow of Domenic Cory, to whom 
she ws 


us married on or about April 25, 1925, at Chicago, Il., and that as a result 
of said marriage there were no children born. 

Affiant further states that on or about July 2, 1949, she and her late husband 
sailed for Italy for the purpose of adopting an orphan. 

That upon arriving in Italy they did in fact adopt one Biancamaria Core, the 
ehild of unknown parents, 8 vears of age, homeless. 

That pursuant to adoption proceedings completed in Italy on the 23d day of 
March 1950, the said Biancamaria Core became the child of this affiant. 

That affiant and her late husband returned to the United States in August 
1949, and subsequently, the said Domenic Cory, died on the 24th day of February 
1951. That this affiant is left alone and that it would be to the mutual advantage 
and comfort of this affiant and her adopted child that they be united. 

Affiant further states that for the past 18 years she has been employed by 
Sternstein Bros. tailoring firm, as a seamstress, located at 500 South Troop Street, 
Chicago, Il|., and that her net average earnings are $50.26 per week. 

Affiant further states that she has on deposit with the various banks and loan 
associations in Chicago approximately $15,000, and also is the owner of a mortgage 
injthe amount of $7,000 and that she is the owner of United States war bonds in 


e, 
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the amount of $2,000 maturity value, and therefore well able to receive, support, 
and educate her, adopted child, Biancamaria Core. 

Affiant further states that she is not engaged in any activities, pol 
wise, and that her only affiliation is that of being a member of St 
located at Twenty-fourth Place, between Oakk 


} 1 
or otner- 
Michael ¢ 


ael Church, 
y and Western Avenues, Chicago, 
Ill. 
Affiant further states that she has never been arrested either in Italy or in the 
United States or convicted of any offense whatsoever 
\T 
VIARIA ( RI 
Subscribed and sworn to before me this 20th day of November 1951 
[SEAL] Horatio Tocco 
It would seem that only by virtue of Biancamaria Core having passed her tenth 
birthday a year or so ago she is not eligible to enter the United Sta 


tes under the 


orphan provisions of the Displaced Persons Act 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 2249) should be enacted. 


O 
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Juny 1, 1952 Committed to the Comiunittee of tI Whole House and ordere: 
to be print { 


Mr. Wautrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany S. 2277] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 2277) for the relief of Nicholas J. and Elizabeth Miura, having 
considered the same, report favorably thereon without amendment and 
recominend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the racial barrier to admission 
into the United States in behalf of two minor half-Japanese children 
adopted by a United States citizen and his wife. The children would 
be considered to be nonquota immigrants which is the status normally 
enjoved by the alien minor children of citizens of the United States. 


GENERAL INFORMATION 


The beneficiaries of the bill were born on September 15, 1947, 
and November 25, 1946, of Japanese mothers and unknown American 
soldiers. They were in the Sakia Orphanage in Osaka, Japan, when 
they were adopted by Sgt. Frank A. Valentine, a native-born United 
States citizen serving with our Armed Forces in Japan and his Jap- 
anese-born wife whom he married on April 15, 1951. The wife is eligi- 
ble to enter the United States under the provisions of Public Law 6 of 
the Eighty-second Congress and she is presently in Japan with the 
children. Sergeant Valentine is now stationed at Fort Hancock, N. J. 

A letter, with attached memorandum, dated April 28, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to the case reads as follows 


2 NICHOLAS J. AND ELIZABETH MIURA 


APRIL 28, 1952. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (8. 2277) for the relief of Nicholas J. 
and Elizabeth Miura, aliens. The bill would make them eligible for admission 
to the United States as nonquota immigrants. 

There is attached a memorandum prepared by the Immigration and Naturaliza- 
tion Service of this Department setting forth the facts in the cases of these aliens. 

Since the alieng are of at least 50 percent Japanese blood, they are ineligible for 
naturalization under section 303 of the Nationality Act of 1940 and are inadmis- 
sible to the United States for permanent residence under section 13 (c) of the 
Immigration Act of 1924. 

Whether, under the circumstances, the bill should be enacted presents a question 
of legislative policy concerning which this Department prefers not to make any 
recommendation. 

Sincerely, 
A. Devirr VANECH, 
De puly Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SeRVICE Fines Re Nicnouas J. anp Evazareta Miura, BENEFICIARIES OF 
S. 2277 
Nicholas J. Miura was born on September 15, 1947, and Elizabeth Miura on 

November 25, 1946. They were born in Japan of Japanese mothers and unidenti- 

fied American soldier fathers. They were inmates of the Sakia Orphanage in 

Osaka, Japan, when they were adopted according to Japanese law by Sgt. Frank 

A. Valentine, a native-born citizen of the United States, serving with the Armed 

Forces of the United States, and his Japanese-born wife, the former Cecelia Kiyoe 

Miura, whom he married in Japan on April 15, 1951. The children and Mrs 

Valentine reside in Osaka, Japan. They have never been in the United States. 
Set. Frank A. Valentine, who has been in the United States Army for 9% vears, 

was born in Kast Hartford, Conn., on June 4, 1921, and expects to make the Army 

his career. He has an income of $250 a month. He has $409 in bonds, an auto- 
mobile and personal property valued at $2,000. He has arranged to house his 
family in East Hartford, when they are able to enter this country. Mrs. Valen- 
tine who was born on January 31, 1923, was formerly a beautician, but is not 
gainfully employed at this time. Sergeant and Mrs. Valentine are unable to have 
children of their own. Sergeant Valentine stated that his wife receives a de- 
pendency cheek of $127 monthly which is adequate for her support and that of the 
children. 

Sergeant Valentine is presently stationed at Fort Hancock, N. J. He has served 

614 years in overseas duty, both in World War II and in the Korean conflict. 


Senator Brien McMahon, the author of the bill, has submitted the 
following information in connection with the bill: 


Harrrorpb, Conn. November 1, 1951. 
Re Senate bill 2277, for the relief of Nicholas J. and Elizabeth Miura. 
Hon. Brien McMaunon, 
United States Senate, 
Washington, D. C. 


Dear Senator: Thank you for your letter of October 29 enclosing copies of 


Senate bill 2277 and Senator Pat McCarran’s letter of October 22 requesting five 
points of information concerning Nicholas J. and Elizabeth Miura. Listed below 
are the queries and following each of them the answer: 

1. The circumstances surrounding the entry of the person to the United States 


The Miuras are not presently in the United States but are in Japan. 
D 


2. The present activities of such person 

Nicholas J. Miura, born Koichi Kawasaki, is the sou of a Japanese mother 
named Yasuko Kawasaki and an unidentified American soldier. He has been 
adopted by Kiyoe Miura Valentine, the wife of Sgt. Frank A. Valentine, 
RA311—97205, recently returned from service with the Twenty-fifth Division in 
Korea. Sergeant Valentine and the foster mother were married at the American 
consulate at Kobe, Japan, on May 5, 1951. Nicholas J. Miura was born Septem- 
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ber 15, 1947, and is, therefore, 4 vears of age. His current activities are limited 
to those of a 4-vear-old child. 

Elizabeth Miura was born Keiko Haru. She is the daughter of a Japanes 
mother and an unidentified American father. She was born at Osaka ¢ 


Japan on November 25, 1946, was abandoned by her natural mother, and give 
refuge at the Holy Family Orphanage. She was adopted from the orphanage by 


the now Mrs. Valentine. She is 5 vears of age, will be 6 on November 25, and 
her activities are, therefore, limited to those of a child that age 
3. Tlow such person ts presently earning a ? or whether dep 


othe r person jor Suppo t 


Both of these children are dependent on their foster mother, Cecelia kh 
Miura Valentine, and through her on Sgt. Frank A. Valentine, for sup 


Pp SIN ee 
they are respectfully 4 and 5 vears of age 
A. Whether or not such person is engaged 1? ; et ties. political or othe 
injurious to the American public intere 
Obviously not, in view of their age. 
}. Ilas such person heen con icted of ai off ri S¢ nad Ai ke ‘ ( Niatle { 


if so, what offense 


No. 

We would appreciate it if it could be brought to the attention of the Committee 
on the Judiciary that Mrs. Valentine, the foster mother of these children, hay 
married Sgt. Frank A. Valentine who has since returned to the United States is 





due to come to this country. She cannot, unde he ¢ g la bring exe 
adopted babies with her \s things now stand, she must choose between desert 

either her husband or the two children whom she adopted and assiimed respons 
bility for Kither eventualty woul be most ror nate to sav the ast ‘| ‘ 
only reasonable solution would seem to be the passage of Senate 2277 whiel 


would permit Mrs. Valentine to come to the United States to join her husband 


and bring the two children with her. This would certainly seem to be a most deserv- 
ing case 
I am enclosing an extra copy of this letter so that vou may, if vou wish, forward 


it to the Judiciary Committee as a response to Senator MeCarran’s letter of 
October 22 

Your kind cooperation in attempting to solve this difficult problem in human 
relations is greatly appreciated. We know that vou will exert every effort to see 
that the bill is passed and as promptly as possible 

Yours truly, 
Puomas J. HAGArTY, 
Attorney at Lau 


The committee, after consideration of all the facts in the ease, is 
Nn 7" 


of the opinion that the bill (S. 2277) should be enacted 


O 








S2p Congress (| HOUSE OF REPRESENTATIVES j REPORT 
2d Nession \ ' No. 2380 


MICHIKO OKUDA 


JuLy 1, 1952 Committed to the Committee of the Whole House and ordered to 


be printed 


Mr. Wavrer, from the Committee on the Judiciary, submitted the 


follow ing 


REPORT 
[To accompany 8. 2289] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 2289) for the relief of Michiko Okuda, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass 

PURPOSE OF THE BILI 


The purpose of the bill is to enable the Japanese finaneée of a ettizen 
veteran of World War II to enter the United States for the purpose of 
marrying her citizen fiancé and to thereafter reside in the United 
States. 

GENERAL INFORMATION 


The beneficiary of the bill is a native and citizen of Japan presently 
residing in Tokvo. She is engaged to Paul S. Tani, a native-born 
citizen of the United States and an honorably discharged veteran of 
World War II. While on duty in Japan he became engaged to the 
bene‘iciary of the bill. 

A letter, with attached memorandum, dated April 3, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to the case reads as follows: 

ApriIL 3, 1952 
Hon. Par McCarran, 


Chairman, Committee on the Judicia /, 
United States Senate, Washington, D. ¢ 


My Drar Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2289) for the relief of Michiko Okuda, 
an alien. The bill would provide for the alien’s temporary admission into the 


United States for the purpose of marrying Paul 8. Tani, a United States citizen 
and would require that she depart in the event the marriage does not take place 
within the specified time It would also grant her permanent residence in the 
event the marriage does occur 
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A memorandum of information prepared by the Immigration and Naturaliza- 
tion Service of this Department concerning the alien and her fiancé is enclosed. 
Whether, under the circumstances in this case, the general provisions of the 
immigration laws should be waived presents a question of legislative policy 
concerning which this Department prefers not to make any recommendation. 
Sincerely, 
A. Devirr VANECH, 
Deputy Attorney General 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Servick Fires Re Micuiko Oxupba, BENEFICIARY OF 8S. 2289, AND HER Fiance, 
Paunt S. Tani, Unitrep States CIrizENn 


Miss Okuda is a native and citizen of Japan of the Japanese race, residing in 
Tokyo, Japan. The files contain no further information concerning her. 

Mr. Paul 8. Tani, the alien’s fiancé, who is of Japanese ancestry, was born in 
Eaton, Colo., on June 19, 1922. He is presently residing in Fort Worth, Tex 
His parents, natives of Japan, were married in the United States and now reside 
in Cheyenne, Wyo. His brother, sister, and brother-in-law are in Japan as civilian 
emplovees of the United States Department of Defense 

Mr. Tani was inducted into the United States Army on July 31, 1944, and served 
continuously therein until August 20, 1948. After he was discharged he attended 
Texas A and M and thereafter Texas University, receiving his bachelor of science 


in mechanical engineering in June 1951. Immediately after receiving his degree 
he accepted employment as an engineer with the Bell Aireraft Corp. in Buffalo, 
N. Y. He was transferred to Texas about November 1, 1951. Mr. Tani stated 


that he intends to marry the alien, whom he met while on duty in Japan, immedi- 
ately upon her admission to this country. 

Inasmuch as Miss Okuda is of the Japanese race she is ineligible to citizenship 
in the United States and therefore is inadmissible for permanent residence. In 
the absence of special legislation she is unable to come to the United States for 
permanent residence. 


Senator Joseph C. O’Mahoney, the author of the bill, has submitted 
additional information in support of the bill, among which is the 
following letter: 

Burra.Lo, N. Y., October 10, 1951 
Senator JosepH C. O’ MAHONEY, 
United States Senate, Washington, D. C. 

Sir: Acknowledgment is first made to your letter of September 26. Please 
allow me to thank vou for the kind interest vou have taken in my case and behalf. 
With your permission, I shall try to relate as much of the information which you 
requested as I can at present. 

Enelosed are the same certificates of discharge and military transcripts which 
you were so kind as to assist me in obtaining in 1948, as well as pocket photostats 
of my discharge as a warrant officer. These certificates are my only copies and 
{1 would like them returned. If necessary, I shall replace them with photostatic 
copies at your request. 

Before I get into an explanation of my records while in the armed services, 
however, I should first answer your question concerning the Shinto ceremony. 
Although the procedures concerning the Shinto ceremony were new to me, I 
still am not affected by the ruling for I did not go through either the Shinto or 
Buddhist ceremonies. I am a Protestant of the Baptist Church and would not 
have gone through such a ceremony without a Christian pastor or minister. 

In reference to my service, I will try to list chronologically my service from 
July 1944 through August 1948. After induction in July 1944 at Fort Logan, 
Colo., I was sent to Camp Blanding, Fla., for infantry basic training in prepara- 
tion for becoming a replacement for the Four Hundred and Forty-second Combat 
Infantry Regiment, then fighting in Europe. However, after completing 14 of the 
required 17 weeks of training, I was chosen with a few fellow Nisei, or Japanese- 
Americans, to go to the Military Intelligence Service Language School at Fort 
Snelling, Min. Here, I went through 10 months of extensive schooling in the 
Japanese language and all of its military aspects. I graduated from MISLS in 
August 1945 as a technician fourth grade and was sent to Camp Anza, Calif. 
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Within a few days of graduation at MISLS, I was bound for the Philiy 
During a short but active period in the Philippines, I was engaged in interro; 
tion work from XYZ Section of General Headquarters at Santa Ana, just outside 
the city of Manila, and most of the work was done at Luzon Camp No and 
New Bilibid Prison. In early October 1945, I was sent by plane to Tokyé 
the advance echelon of ATIS (Allied Translation and Interpretation Sect 
via Okinawa. 


In November 1945, I joined the One Hundred and Seventy-eighth Languages 
Detachment of the Twenty-fourth Infantry Division, where | worked with the 
Provost Marshal’s Office, Twenty-fourth Reconnaissance Troop, Judge Ad 
cate Section, and Division G-—2 as an interpreter Here, I was prom« 1 to 
technician third grade. During this time, I chanced to work on several occa 


sions in conjunction with the Okayama Prefecture Counterintelligence Office 
and became interested in this type work. In February 1946, 1 made 
to General Headquarters for transfer into the Counterintelligence ¢ 
was effected in June of the same veat 

I was then sent from the Four Hundred and Fortv-first Counterintell 
Headquarters in Tokyo to the CIC Metropolitan Unit in Yokohama, with whe 
I remained until my discharge in 1948. During the summer of 1946, I was 
charge of the German and Italian interment restricted areas in the Hakone 
Section of Japan. After graduation from Counterintelligence Corps ‘Training 
School in Tokyo in January of 1947, and being appointed a warrant officer i 
April 1947, I became repatriation officer at the Yokohama Headquarters 

The enclosed certificates will briefly bear out the above statements. 


applicatior 


OTps W iCl 


I have taken measures to obtain the letters which you have requested of 
Cheyenne residents and due to the fact that the Helicopter Division of Bell 
Aircraft Corp. with whom I am now employed is in the process of moving it 
facilities to Fort Worth, Tex., and my address here in Buffalo is temporary, | 
have taken the liberty of asking that these letters be sent directly t 


Washington. 

I hope that the above letters will reach you shortly, and that with the informa 
tion I have supplied, vou will have sufficient information to proceed with th 
private bill in favor of legal entry for my fiancée, Miss Michiko Okuda 

I remain, 

Respectfully yours, 


Pau. S L ANI 
The committee, after consideration of all the facts in the case 
of the opinion that the bill (S. 2289) should be enacted. 


Is 
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Juny 1, 1952 Committed to the Comittee of the Whole House and ordered to 
be printed 


Mr. Wavrer, from the Committee on the Judiciary, submitted the 


following 


REPORT 
{To accompany 8S. 2313 


The Committee on the Judiciary, to whom was referred the bill 
(S. 2313) for the relief of Hsieh Ta-Chuan or Der Ott-Kuan, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILI 


The purpose of the bill is to grant to the minor Chinese child of a 
United States citizen the status of a nonquota immigrant, which is 
the status normally enjoved by the alien minor children of citizens 
of the United States 


GENERAL INFORMATION 


The beneficiary of the bill was born in China on November 24. 
1934, and is presently in Hong Kong. The boy's father is a natural- 
ized citizen of the United States who resides in Baltimore, Md., with 
his wife and two other minor children who are United States citizens 
The mother of the beneficiary of the bill died in China in 1936. 

A letter, with attached memorandum, dated April 16, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to the case, reads as follows 

Arrit 16, 1952, 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, 1D. ¢ 

My Dear Senator: This is in response to vour r 

Department of Justice relative to the bill (S. 2313 


) 


quest for the Views OF 

for the relief of Hsieh Ta- 
Chuan or Der Ott-Kuan, an alien. The bill would enable the alien to acquire 
nonquota status in the issuance of an immigration visa 








2 


HSIEH TA-CHUAN OR DER OTT-KUAN 


There is attached a memorandum prepared by the Immigration and Naturaliza- 
tion Service of this Department setting forth the facts in this case. 

Whether, under the circumstances in this case, the beneficiary of the bill should 
He granted eligibility for nonquota status in the issuance of an immigration visa 
presents a question of legislative policy concerning which the Department of 
Justice prefers not to make any recommendation 

Sincerely, 
A. Devitt VANECH, 
De puty Alttorne y General 


NMLEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Hsien Ta-Cravan or Der Orr-Kvan, BENEFICIARY OF 
S. 2313 


The alien child, a native and citizen of China, was born on November 24, 1934, 
and is presently residing in Hong Kong. His father, William Sheuk Hong Der 
(Wiliiam Shao-T’ang Hsieh), a resident of Baltimore, Md., and a naturalized 
citizen of the United States, stated that he was born in China on August 28, 
1907. His late parents, who were natives and citizens of China, never resided 
in the United States. He came to this country in 1923 with his adoptive father, 
Der Won, who was a native-born United States citizen. The alien’s father, who 
refurned to China in April of 1929, was married to a native and citizen of that 
country on August 14, 1929. He stated that his wife died in China on August 
i4, 1936. He returned to the United States in March or April or 1930, and 
again departed for China in December of 1933. He last entered the United 
States in December of 1934. He has been sending to China about $300 a vear 
for the support and maintenance of his son. The alien child’s father, who mar- 
ried a native-born citizen of the United States on October 4, 1942, is the owner 
of a laundry in Baltimore, Md., which nets him a yearly income ranging between 
$2,000 and $3,000. His wife is employed in Washington, D. C., at a salary of 
$56 per week. They have two minor children who reside with them in Baltimore. 

Alien Chinese children of United States citizens are precluded from obtaining 
nonquota status by the provisions of the act of December 17, 1943, as amended. 
Since the alien child is chargeable to the Chinese racial quota, which is oversub- 
scribed, an immigration visa is not readily available to him. 


Senator Herbert R. O’Conor, the author of the bill, has submitted 
additional information in connection with the bill, which information 
is contained in the files of the Committee on the Judiciary. 

The committee, after consideration of all the facts in the case is 
of the opinion that the bill (S. 2313) should be enacted. 


O 
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9 IOANNIS DIM{TRIOU COHILIS 


triou (John) Cohilis, an alien. The bill would grant the alien permanent resi- 
dence in the United States. 

\ memorandum prepared by the Immigration and Naturalization Service 
setting forth the facts in the case is attached. 

The record in this case discloses that the alien’s long residence in this country 
was the result of his absconding in 1929 during the pendence, of deportation pro- 
ceedings which had been instituted against him. ‘There are no other factors 
tending to justify granting him a preference through the enactment of special 
legislation. 

Accordingly, this Department is unable to recommend enactment of the bill. 

A. Devirt VANECH, 


Deputy Attorney Genera 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires RE Ioannis Dimirriov Contriis, BENEFICIARY OF S. 2395 


Che alien, Ioannis Dimitriou (John) Cohilis, is a native and citizen of Greece, 
who was born on June 15, 1894. He claims to have last entered the United 
States on July 20, 1926, as a smuggled alien, at or near Miami, Fla. He was 
apprehended under a warrant of arrest issued on November 1, 1928, in deportation 
proceedings and on January 22, 1929, he was ordered deported from the United 
State Hie thereafter absconded and could not be located for deportation His 
whereabouts did not become known to the Immigration and Naturalization Service 
until 1948, although inquiry as to the circumstances in his. case was made by an 
| 5 who was then advised that he should surrender the alien to the 
rs 1 and Naturalization Service. 
February 14, 1949, the deportation hearing was reopened and the alien’s 
for suspension of deportation pursuant to section 19 (c) (2) of the 
Act of 1917, as amended, was denied. On September 21, 1951, on 





appeal to the Board of Immigration Appeals, the order and warrant of deporta- 
tion dated June 4, 1951, was withdrawn and the alien was granted the privilege 
of voluntary departure within 90 days. On January 10, 1952, he wi nted an 
additional! period of 60 days within which to effect his departure from the United 
States but he failed to avail himself of such administrative relief. 


The Board in affirming the decision denving the alien’s 








plication for sus- 
pension of deportation pointed out that after the forfeiture of his bond in 1929 he 


has remained a fugitive for approximately 20 vears, and that his residence Was ac- 









cumulated while a warrant for his deportation was outstanding against him, 

The alien has no near relatives residing in the United States and has no one 
dependent upon him for support in this country. His wife and five children, 
whom he has not en since his entry into the United States, reside in Greece. 
He is residing in Bainbridge, Ga., where he is a partner in a restaurent business. 

Mr. Cohilis is chargeable to the quota of Greece which is oversubscribed and an 
immigration visa is not readily obtainable. 


Senator Walter F. George, the author of the bill, has submitted a 
number of letters and recommendations in connection with the bill, 
among which are the following: 

STATE OF GEORGIA, 
Atlanta, Janua Ve 1952 
Senator Wa.LTrerR F. Grorar, 

Senate Office Building, Washington, D. C. 

Dear SENATOR: Immigration authorities have issued a voluntary departure 
yrder, effective date January 16, for one John Cohilis, partner in the Eagle Cafe 
212 South Broad Street, Bainbridge, Ga. 

The above alien is known to immigration authorities as Toannis Cohilis and 
came to this country in 1926. About 3 vears ago John Cohilis bought half interest 
in the Eagle Cafe which is next door to my place of business. I have observed 
this man’s conduct and I have cheeked his character and find that he has made a 
rood citizen He is loval and patriotie to the United States and has never been 
in any trouble to my knowledge. He gives freely to charity and pays his obliga- 


[ think it is a shame for this man to be sent out of the country when we have so 
many rascals in our midst. You would please most of the people in Bainbridge 
if vou could see fit to introduce a bill in the Senate to make John a legal resident 
of this country or stav his departure order long enough for his home folks to talk 


to immigration officials. 











IOANNIS DIMITRIOI OHILIS 3 


Any consideration you can give this man will be personally appreciated by me. 
W ith every sood wish for a happy and pre sperous N vy Year. I 


Sincerely, 


UNITED § D ( 
\I PD 1) ( 
l ( . 
Hon. Water F. Greorae, 
Senate Office Building, Washington. D. ¢ 

DEAR SENATOR: John Cohilis, a resident of Bainbridge for some 4 or 5 vears, 
and who came to this country some 25 year ul be deported 

John is the owner and operator of the Eagle Cafe here in Bainbridge, a very 
respectable, well-run cafe with a large patrons My personal knowledge and 
information is that John is very civie-minde uids in all the local and civic 
enterprises, is highly regarded and well thought « 

Someone has just told me, one of the b« | ( ave a or 
will introduce legislation in aid of his situatiot | to add my recommenda- 
tion to such leg LLIO! 

I do not appreciate the fact that he « t seems to me at, 
after all, it is not so much how vou enter a ! 1: le are 
after vou enter, and, according to this st ar J 1as been ake 
a fine American tize 

With assurances of very high per al regar 

Sincerely yours. 
nae 
( «x ( | 
} ( ) 





of j ( ' ra | er 
since (t 4 1 \ I 
in spirit if not in fact W i S 
bond drives, etc., and, i | Bainbr Weca ( ¢ _ of 
Georgia, and the United States will lose an ex ent potential citiz e is not 


allowed to remai! 
We greatly appreciate what you are attempting to do for him in this conn Ol 
and if there is anything we can do to 


sincere Ly 


? 


1)y | } COUNTY. G 
COMMISSIONERS OF R D Vp REVEN 


Senator WALTER F. GEORGE, 
Senate Office Building, Washington, D. 


DEAR SENATOR GEORGE: John Cohilis, a Gree n | iness in Bainbridge, Ga 
has obtained an order of deportation from Immigration and Naturalization Serv- 
ice, Jacksonville, Fla., file A5395740, and l understand through ‘‘¢ el ee 
and some other frie nds of John Cohilis here tl} at ¢ er \ or Congressinan ( 
have or will immediately introduce a special bi n ress to prevent tl lepor- 








tation. I understand the order from the Immigra ind Naturalization Service 
requires John Cohilis to leave the United Sta r before January 16, next, 
and that some friend of his has assisted him in ma an ap] ition to the Im- 
migration and ization Service for an extension of time, but if tl i 
not granted, that this extension be ro } ‘ 
introduced. However, John Co! t certa \ el f 
his friends here have requested t I Ou i i | 

John Cohilis has made a very good citizer er n Bainbridge, an ve are ery 


anxious for him to be able to stay here i heretore e W appreciate : and 










+t 


IOANNIS DIMITRIOU COHILIS 


everything you may be able to do in his behalf, and will thank vou for an immedi- 
ate reply, especially as to whether the introduction of the act will postpone the 
order requiring him to leave the United States on or before January 16, next. 
Thanking you for an immediate reply, and with very best regards, I am, 
Yours very truly, 


W. H. MILLER. 


THe WarbD-STILSON Co 





SAINBRIDGE, Ga., January 9, 195 
Senator W ER GEORGE 
S strict, United States Senate, 
Washington, D.C. 

DrAR SENATOR GEORGE: I'd like to add my personal plea as well as the plea 
from our Organization for you to do everything possible to help keep John Cohilis 
in this country 

John is a very loyal citizen and we want him to stay in Bainbridge and I know 
that I speak for a multitude of people when I say that it would be quite a blow 
to all of us to sec ir very, very good friend, John, have to lea 


We will be verv grateful to vou for vour effort 


Suncel ] 
H I | ! ! 
P , Tuy ( ! Con ( 
J ' 1¢ 1079 
\ vo ae 1ES 
Exrecu S ) a, National H } 
HW D. ¢ 
Dear Sm: ] recom! ( ; ight and 
t I > a 
14 Oo } j r ‘ ePOl nuni i ? } I ur 
l S ) yr : ' ~ 1 , vile i 
| ~, i 1 ’ yryve in 
~ 
4 \ 
\ Ik 
j ‘ / f ( 
(a! K OF OD x 
i AN ‘ rio 
i ‘ / j 
Ni \ i. CH 
, } ; i ) \ i] 


. ; C; 
T | 
i ’ i! eA Hit i ) r 
, Y r i !t i , i 
< ) ( i | 
[ fir f Mr. Ce 1 I and 
a l l ‘ i I ya od A I 1 i 
i) | i } \ ‘ Cal \ i ‘ 
Ver rec ‘ 
PANOS Const NTINIDES 1) l) 
—_ 1 | » 1 2 1.°11 ‘ 1 
Senator Richard B. Russell has introduced a bill, S. 2419, for the 
relief of the same alien Inasmuch as the committee is reporting 
S. 2395 favorably, the bill, S. 2419, will be indefinitely postponed 
The committee, after consideration of all the facts in the case, ts 


of the opmion that the bill (S. 2395) should be enacted. 
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5 1959 IWANNA PRYJMA AND ROMA PRYJMA 


JULY i, 1902 Committed to the C ti Whole House and ordered 
TK f T 
Mir. Waurer, from the Committee on 1 Fudiciar bmitted the 
following 
> ’ > > 
REPOR 
‘I »ACCO! ~ 2 yy 
The Committee on the Judiciary, to which was referred the bill 
S. 2609) for the relief of Iwanna Prvima and Roma Prvima. having 
considered the same reports favorably thereo vith l nay rit 
! ' . | - 
and recommends that ‘the bill do pass 
PURPOSE OF THE BILI 
The purpose of the bill isto grant the status of pe rmanet! residence 
in the United States to jwanna Pt Vj ta and Roma Prvjma The bill 
provides for appropriate quota deductions and for the paviment OL the 


required visa fees and head taxes. . 
GENERAL INFORMATION 


] ae 
“ca widow and her daughter who are 


land ‘| he claim to be stateless at 


The beneficiaries of the bill 
54- and 25-vear-old natives of 
the present time. They last arrived in the United States as visitors 
on June 25,1951. The mother is an accomplished operatic singer and 
pianist and the daughter is an outstanding ballet dancer. Mrs. 


Pryjma’s husband was killed by the Nazis in 1937 and her two sons 


. 





were arrested by the Communists following World 
now presumed to be dead. She has one brother who is a legal resident 
of the United States. 

A letter, with attached memorandum, dated May 15, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to the cas ids as follows oy 





IWANNA PRYJMA AND ROMA PRYJMA 





May 15, 1952. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washingon, Dt. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2609) for the relief of Iwanna 
Pryjma and Roma Pryjma, named in the bill as Iwanna Pryjma and Roma 
Pryjma, aliens. The bill would grant the aliens permanent residence in the United 
States. 

There is attached a memorandum prepared by the Immigration and Naturali- 
zation Service of this Department setting forth the facts in this case. 

The quota of Poland to which the aliens are charveable is oversubscribed and 
quota immigration visas are net readily obtainable. The record presents no 
facts which would justify the enactment of special, lezislation granting Mrs. 
Pryjma and her daughter, Roma, who are permanent residents of Canada, prefer- 
ences over Other aliens chargeable to the Polish quota who also desire to ijmmi- 
grate to this country, but who are required to remain abroad and await their 
turns for quota numbers. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Sincerely, 
A. Devitt VANECH, 
De puty Attor ne y General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
ServicE Fires Re Iwanna Prysma AND Roma PryismMa, BENEFICIARIES OF 
Ss. 2609 


Iwanna Pryjma, a widow, was born on January 19, 1898, in that part of Austria- 
Hungary which became part of Poland after World War l. Her daughter, Roma 
Pryjma, who is single, was born in Poland on March 3, 1927. Both are of the 
Ukranian race and claim to be stateless. They were admitted to Canada on Sep- 
tember 25, 1948, as immigrant displaced persons, and have since made four entries 
into this country as visitors. They last arrived in the United States at Rouses 
Point, N. Y., on June 25, 1951, and were admitted as visitors until December 24, 


1951. They were granted extensions of their temporary stay until January 22, 
1952. Thev have indicated a desire to remain permanently in this country but 


have never been legally admitted for permanent re sidence. In the event they do 
not depart, it will be necessary to institute deportation proceedings against them 
with a view to effecting their departure from the United States 

Mrs. Iwanna Pryjma, who has been a widow since 1937, earned her living as a 
piano and voice teacher and concert pianist before immigrating to Canada. She 
is supported by her daughter, Roma, who is a ballet dancer, and, occasionally, 
plays the accompaniments when the daughter has a recital. She was a member of 
the Professional Musicians Association in Europe. Other than her daughter she 
has no relatives in this country. 

Miss Roma Pryjma stated that she was reared in Lwow, Poland, and went to 
Austria in July 1944, remaining there until September 1948, when she and her 
mother departed from Austria for Canada. She earned her living as a ballet 
dancer. She is a member of the American Variety Actors’ Guild and belonged to 
a Ballet Teachers’ Organization in Canada. She stated that she and her mother 
did not appiv for extensions of stay bevond January 22, 1952, because a private 
bill had been introduced in the Congress for them. Miss Pryjma stated that she 
has no steady emplovment but receives new engagements every few weeks. At the 
time of interview in March 1952 she was employed by Leon and Eddy’s in New 
York City for a 4 weeks’ engagement. 


Senator George Smathers, the author of the bill, has submitted the 
following information in support of the bill: 
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UNITED STATES SENATE, 


MEMORANDUM 


From: The office of Senator Smathers. 
To: Senator McCarran, chairman, Committee on Judiciary, 
In re 8. 2609. 

Thank you very much for the copy of the Attorney General’s letter and the 
Immigration Service’s memorandum in regard to the Pryjma case. 

The report of the Attorney General and the Immigration Department are 
obviously made up of the cold and impersonal facts having to do with birthplaces, 
ages, entries, visas, etc., of the Pryjmas. However, there are many facts very 
appealing in nature which do not appear in the Service’s account, 

{n examination into the background of the Pryjmas reveals that Mrs. Pryjma 
was the daughter of a Catholic priest who lived in the Ukraine. He had her 
trained and educated as a singer and operatic performer and in due time she be- 
came a cultured and lovely singing star of great renown in the theaters and on the 
stage of eastern Europe. Her record reveals that she met with much success and 
brought great joy and credit to the Ukrianian people about 10 4 
World War II. In 1924 she married a doctor who was well known thr 
Ukrainian nation as a surgeon of great ability. From this marital unio 
born two children—a son and a daughter—the latter being one of thi 
this proposed legislation. This Pryjma family was a happy, close-knit one and very 
religious. 

When Hitler turned his Panzer divisions eastward in June of 1941 and plunged 
into the Ukraine on his way to Moscow, he was welcomed by the majority of the 
Ukrainian people because at that time they, being devoutly religious and de- 
spising the Communist dictatorship of Stalin with all their being, thought they 
saw in Hitler’s action an opportunity to once again free their n: from tyran- 








nical rule. The Pryjma family joined wholeheartedly in this to Tree thei 
country, only to be subsequently disillusioned along with o rail Ss upor 
learning that Hitler’s tyranny was as brutal and eynical and repressive of religious 
freedom as was Stalin's. In this struggle of the Ukrainian people to free 


selves from these twin evils which befell them, Dr. Pryjma was killed, leaving M 
Pryjma with t! two voung children. Thereaf 
lished their dictatorship of the Ukraine Mrs. Pryvjma, with the aid of friends of 






the underground who helped ner, escaped with the childrer o A 

under a fictitious name and with the help of loyal church peopl ey | or 
several vears. During this time she sent the daughter to the Musical Acaden 
Vienna where the daughter studied the ballet When the Comn st forces 
moved through and into Austria in 1945 and began to seek out those who had 
previously opposed them, Mrs. Pryjma once d to escape wi cl | 





dren. However, before that could be done Communist soldiers kidnaped her son 
from off the street in front of her own eves and took him back into their area and 
she has neither seen nor heard from him since. 

Being informed that the Communists were dilicently searching for her and 


daughter and realizing that their lives were in grave and constant danger, she 





sought safety and refuge far away from Communist influence \eain friends 
of her chureh and of the undervround assisted her in escaping into the Americar 
sector ef Vienna where, while hiding with friends, s! ade an applicati is a 
displaced person for admittance into the United States While awaiting action 


on her application to the United States and in ec nversation with various refuge 
organizations, she was advised unofficially by a United States Government avent 


that her chances of leaving Austria quickly would be greatly improved if she 
applied for admission into Canada. He told her that ence she was j Canada 
it would be a simple matter for her to proceed on into the United States as ther 
was little cr no difficulty in ¢etting from one of these great countri nto the 
other. With the haunting memory of her dead husband and lost n goad 

her to quick action to leave that land of unbappiness before another tragedy 
overcame her, she accepted the advice and applied for admission to Canada as a 
displaced person. Her application was approved and cn September 25, 1948, 
they arrived in Canada without friends or funds In Canada the daughter, a 
trained ballerina, got employment dancing at several theaters and thi ther 
began to teach voice and piano and from these joint efferts they were able to keep 
body and soul together. In 1950 an aevent in Montreal secured a job for Miss 


Pryjma in the United States with a ballet company and at that time they made 


an admission into the United States. While here the Pryjmas discovered ther 
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was much greater opportunity for gainful employment than there was in Canada 
and they thereafter made two or three other trips fulfilling engagements in the 
United States. On one of the visits Mrs. Pryjma was attacked by a thief who 
attempted to steal her purse, jerked her off her feet and into the street where she 
suffered a serious and permanent injury to her spine. For many months there- 
after she was completely immobilized and at the present time gets about only by 
the use of two canes and with great effort. However, this injury, while restricting 
itv greatly, has not taken away her ability to play the piano and she 
continues to give lessons and teach voice and plays for certain of her daughter’s 
performances. Since the injury to Mrs. Pryjma the primary responsibility for 
providing a livelihood for them both has fallen on the shoulders of the daughter, 
Miss Pryjma. Here in the United States Miss Pryjma has always been able to 








find work enabling her to gain for herself and her mother a decent living. Un- 
f rtunately, this opportunity for such employment under world conditions is 
not available anywhere else. 


SS. 2609 seeks to give these two ladies 





gal entry into the United States for 
subsequent application as permanent residents. These two ladies have been left 





homeless and penniless by the action of the Communists. Dr. Pryjma, the father, 
and the son have presumably been killed because they fought for liberty and 
freedom and tne right LO worship j ft chureh ot their own Choosing, These two 
remaining souls have suffered unspeakable sorrow and heartache. They are the 


sm of tvrannical Communists 





innocent and injured victims of the greed and evn 
oi 





They have now found haven here in the United a place where with their 
own energy and talents they can live decently and in safety. They have now 
ade many friends in the United States. The Ukrainian Society has endorsed 
them in their efforts and helped them. \Mlany promunet t doctors who have come 


to this country from Poland and Austria know of Dr. Pryvjma and are now willing 
to vouch for and assist Mrs. Prvyjma and Miss Pryjma. Under these conditions to 


now throw these two women out and onee again destroy what little security and 








happiness they have remaining appears to be a heartless and un-American act. 
These facts as above set out will be. we hope, beneficial to the committee in its 
c deration of this bill. 





ihe committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 2609) should be enacted. 
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‘AO DONALD LEE FERGUSON (JUNIOR 


Juty 1, 1952.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Waurer, from the Committee on the Judiciary, submitted the 


following 


REPORT 


‘ 


w 


{To accompany 8. 2733] 

The Committee on the Judiciary, to whom was referred the bill 
(S. 2733) for the relief of Donald Lee Ferguson (Junior), having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the racial barrier to admission 
into the United States in behalf of the minor Japanese stepchild of 
a United States citizen serviceman. The child would be considered 
to be a nonquota immigrant which is the status normally enjoved by 
the alien minor children of citizens of the United States. 


GENERAL INFORMATION 


The beneficiary of the bill is the minor stepchild of Cpl. Donald 
Lee Ferguson, who was married to the child’s mother in Japan on 
August 10, 1951. The child’s mother is eligible to enter the United 
States as the wife of a citizen serviceman under the provisions of 
Public Law 6 of the Eighty-second Congress. 

Senator Robert A. Taft, the author of the bill, has submitted the 
following information in connection with the bill: 








DONALD LEE FERGUSON (JUNIOR) 


GENERAL HEADQUARTERS, Far East COMMAND, 
OFFICE OF THE COMMAND STAFF JUDGE ADVOCATE, 
APO 500, January 9, 1952 





’ 


Hon. Roperr A. Tarr, 
Senate Office Bu lding, Washington, D.C. 

Dear Mr. Tarr: Attached please find copy of letter addressed to Senator 
Herbert H. Lehman, requesting him to introduce a private bill for entry into the 
United States of the stepson of Corp. Donald Lee Ferguson, whose permanent 
domicile is in the city of Waverly, State of Ohio. 

Corporal Ferguson’s parents, Mr. and Mrs. Charles H. Ferguson, reside at 
Route 2, Waverly, Ohio, but Mr. Ferguson has been employed in New York City 
for the past vear, and is residing at 573 Isham Steet, New York. 

Corporal Ferguson has requested me to ask your assistance in the passage of this 
legislation, Which will permit him to bring his stepson, now called Donald Lee 
Ferguson, t the United States. 
} 


) 
Corporal Ferguson married a Japanese national, by the name of Sueko Ogawa, 
{ 





on August 10, 1951. She had one child at the time of her marriage to him. 


Also enclosed please find a list showing the names and addresses of members of 
Corporal Ferguson’s family. . Also names and addresses of three friends, of whom 
inquiry may be made by the immigration authorities, if necessary. 

Thank you for your consideration and with best wishes, 

Sincerely yours, 
Mary C,. EasrERLING, 
Attorney- Adviser. 
Iwo enclosures. 


MepicaL Reeort REGARDING DONALD LEE FERGUSON, JR. 


Toxyo Army HospiIraL 
Ke bruary 14, 1952. 

Donald Lee Ferguson, ir... Was examined in the pediatric section of Toky oO Army 
Hospital on February 8, 1952. 

Examination at that time showed a well-developed, well-nourished male child. 
The patient was afebrile. Examination of the upper respiratory passages, heart, 
and lungs showed no evidence of infectious disease. General physical examination 
showed no congenital abnormalities. <A film of the chest was within normal limits. 
The Wasserman reaction was negative. A tuberculin (PPD No. 1) carried out at 
the time of examination was read as negative 2 days later. 

Impression: No evidence of communicable disease. Physical examination 
Within normal limits 


il 





J. A. DUGGAN, 
( aptain, Medical Co Ps, Pediatric Section 


AFFADAVIT 


Camp DRAKE, ASAKA, JAPAN, 
Januar 16, 1952. 


~ 
— 
x 


Ly ( oncern: 


I, Set. Robert F. Wallace, have known Corp. Donald L. Ferguson, his wife, 
and his child for approximately the past 14 or 15 months During this time, 
we have been closely associated in work as in recreation. We were both assigned 


to this station at approximately the same time, and since then we have been very 
close friends. Corporal Ferguson is a very efficient worker and very exacting 
in everything that he does. It is my opinion that he would be a success in nearly 
any type of work that he might attempt. He seems very happy with his home 
life with his wife and their child and is inevitably trying to better himself for 
their benefit. 

Corporal Ferguson’s wife, Sueko, has always seemed to me to be A fine young 
woman and a good mother to their child. On many occasions, Corporal Ferguson 
and his wife have spent an enjoyable evening with my wife and myself. On all 
of these occasions, Mrs. Ferguson has always seemed to be a very well mannered 
and conscientious voung lady, and a fine and dutiful wife to Corporal Ferguson 


Rorert F, WaALuace, 


Sergeant, RA21628467. 
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The following additional information was submitted to t] 
man of the Senate Committee on the -hudiciary by tl Lttor 
Adviser of the Far East Command with reference ) 


GENERAL HEADQUARTERS Far | 
OFFICE OF THE COMMAND S&S J \ 


Hon Pat McCaRRAN, 


Senate Office Building, Washington D. ( 


Dear Mr. McCarran: I am writing vou in the terest of Cor Don: Li 


Ferguson, RA15248063, Headquarters and Headg rte Comnar ( 1 
Replacement Depot, Kight Thousand and Fort nd Ari { . AFO 6 
care of Postmaster, San Francisco, Calif. Corporal Fergus 

national on the 10th of August 1951. His wife at that time 1 H 
application was approved by his commanding offic i 

at the consulate Immediately after his marriage é ent 


American consul to make application and petiti n Form I-13. 
the United States of his wife and child. At that time asked 


1 


be included on the form and was advised b ( er 








the child e muld he included, however, he hd not V Une po! ( 
ing the fact that the child was a stepchild and 
these facts were shown on the application, At the e he rece 
went to the American Consulate for the passpo1 ly advi 
name had been stricken from the petition | e Immigrat 
Washington 
Corporal Ferguson then came to the legal assista mee a I 
ance in having a private bill introduced \ I as 
and addresses of all members of his faini | . 
York and | addressed my communic: mtos La 
copy of letter. This was on January 8, 1952, and t ut 
received from Senator Lehmar Senator Taft and ¢ ‘ an | 
Brown have both expressed their wi ONES 
introduced. You will note from the atta 1 lis I 
his mother, brothers, and sisters resice \\ () 
catio iddressed 4 2 27 
permit entry into the I ' 
wa vou nul ite S i 1A a l 
{ duce al for this bo ‘ . 
t ce the bill, inas t¢ i I a 
I s al d CO} a ‘ 1 | 
24th of June I trust vi ill 1 f 
knowing f il] of Our ( e } ( S i 
I fee] vou will understand why is reque 
Anticipating vour reply and with best she lest regards, I a 
Sincerel OUTS 
: ’ ; 


Seven enclosures. 


The committee, after consideration of all the facts in the 


aili 


of the opinion that the bill (S. 2783) should be enacted 


O 
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‘ BONNIE JEAN MacLEAN 


Jury 1, 1952 Committed to the Committee of the Whole House and ordered to 


Mr. Waurer, from the Committee on the Judiciarv. submitted the 


following 


REPORT 


(To accompanv S. 3032 


The Committee on the Judiciary, to whom was referred the bill 
(S. 3032) for the relief of Bonnie Jean MacLean, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSI >} tH RILI 


The purpose of the bill is to grant to the minor adopted child of 
citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoved by the alien minor children of 
United States citizens 


GENERAL INFORMATION 


The beneficiary of the bill was born in Germany on April 238, 195 
and has been adopted by Lt. and Mrs Wallace kk MacLean, who are 
citizens of the United States. Lieutenant MacLean is on duty with 
our Armed Forces in Germany. 

Senator Stvles Bridges, the author of the bill, has submitted the 
following information i connection with the case 


UNITED S1 s SENAT! 
| Ie 1G 
Hon. Par McCarran, 
Cha man, Senale Committee on tl 
Senate Office B / ng, tshingter . ae 


Dear Par: I am seeking vour cooperation in private 


introduced in behalf of Lt. and Mrs. Wallace K. MacLea of Warner, N. H., both 


\merican citizens now in Germany where Lieutenant MacLea ta | I 
the Army 
Under date of Mareh 5, 1952, Lieutenant Maclean wrote me, upon suggestion 


of the American vice consul at Munich, Germany, asking that I introduce private 
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legislation to permit he and Mrs. MacLean to bring their adopted daughter, 
Bonnie Jean, to the United States with them when he was to be rotated sometime 
during the last week in April. 

In an effort to be sure that the proposal was a proper one, | wrote to Lieutenant 
MacLean requesting that he provide me with full details regarding his life history 
as well as that of Mrs. MacLean; I contacted local agencies of Government, and 
asked the cooperation of the Department of the Army in having Lieutenant 
MacLean prepare full and proper information for submission to the Congress. 

Under the law, as I am advised, neither Lieutenant MacLean nor his wife could 
come to this country and obtain immediate preferential-quota treatment inas- 
much as neither parent was the natural father or mother. They did have a 
registration number of 56,527 for a quota number, but the registration figure was 
so high that there was no hope whatever of the adoptive parents bringing their 
adopted daughter to the States with them when the foster father was due for 
rotation. 

For vour information, I have had digested and attached hereto the information 
contained on several prepared forms which were filled out by Lieutenant MacLean 
with the assistance of military legal advisers in Europe. You will note that the 
couple already has an adopted son, aged 3 years. 

An identical bill has been introduced in the House of Representatives by the 
Honorable Norris Cotton of the Second New Hampshire Congressional District. 

Your cooperation toward early action on this legislation will be appreciated. 
Any further information vou may need will be furnished 

With best wishes. 

Sincerely yours, 
SryLes BRIDGES 

Three enclosures. 


APO 407, New York, N. Y., 
March 31, 1952. 
Hon. Sty.Les BripGeEs, 
United States Senate, Washington, D. C. 

Dear Stir: I wish at this time to express Mrs. MacLean’s and my appreciation 
for your cooperation and effort in our problem of bringing our adopted child to 
the States. 

A representative of the Judge Advocate Section suggested I submit the en- 
closed forms pertaining to ourselves. These forms for adoption were submitted 
and processed through channels. Listed below is the information pertaining to 
our daughter: 


Name: Bonnie Jean MacLean. 
Name: (German) Eva Maria Schusterbauer. 
Residence: Munich Military Post Service Center, Dachau, Germany. 
Date and place of birth: April 23, 1951, Munich, Germany. 
Nationality: German. ° 
Race: White. 
Hair: Medium blond. 
Kyes: Blue. 
Height: 30 inches. 
Complexion: Light. 
Final destination in the United States: Warner, N. H 
Mother’s name: Miss Erna Schusterbauer. 
Mother’s address: 6 Theodor Fischer Street, Munich, Germany. 
l am scheduled to return to the States the last week in April and hope this in- 
formation will be sufficient to enable legislation to be passed on our behalf. 
Sincerely vours, 
Waviace K. MacLean, 
First Lieutenant. 


QUESTIONANIRE FOR ADOPTING MOTHER 


Marcu 31, 1952. 
Thelma E. MacLean, service number as dependent D463722, occupation house- 
wife for 13 years. Born at Plymouth, Mass., on November 21, 1914. Married 
May 28, 1938, at Belmont, Mass., Has one child, boy age 3, adopted. No 


previous marriages. Medical history consists of an appendectomy in 1940 at 
Nashua, N. H. 





BONNIE JEAN MacLEAN a 


Mrs. MacLean was employed as a sales clerk from 1942 to 1946 earning average 
annual salary of $1,800. No outside income now. 
attends regularly. 

Reason for adopting the child: We adopted a little boy 2 vears ago and desire 
a little girl to complete our family. After seeing this little baby, 1 wanted her 
for my own to give her the care and loving kindness to which she is entitled. 

References: Col. George H. Bare, Munich Military Post Quartermaster, APO 
407—A; Lt. Col. Basil E. Williams, Munich Military Post Quartermaster, OL 
Installation, Branch, APO 407; Capt. David E. Myers (Chaplain), Munich Mili- 
tary Post Service Center, APO 407. 


Religion is Protestant and 


THELMA EF. MacLean. 
QUESTIONNAIRE FOR ADOPTING FATHER 


Marcu 3l, 1952. 

First Lt. Wallace K. MacLean, United States Army for 10 years, serial No. 
01582737, earns approximately $4,000 annually from his occupation; additional 
$400 yearly from renting property. Born in Medford, Middlesex, Mass., on 
January 6, 1912. Married May 28, 1938, at Belmont, Mass. Has one child, 
boy, age 3, adopted. No previous marriages and no other dependents. No 
criminal convictions. 

Owns a house at Warner, N. H., valued at $6,500; encumbrances, New Hamp- 
shire Savings Bank. Extended fire insurance policy in the amount of $5,500 
paid up to July 1955, with the Fire Insurance Co., of Manchester, N. H. Has 
an individual savings account in the amount of $500 with the Newport Savings 
Bank, Newport, N. H. Owns a house lot valued at $200. 

Religion is Protestant and attends regularly. Faith of child’s parents is 
Catholic. The child was born April 23, 1951, girl, weighs 16 pounds and in good 
health. 

Reason for adopting child: Upon seeing this baby and her personality it did 
not seem fair for her to be reared in a home without the loving care of parents. 
We already have one adopted child whom we dearly love. We have the same 
feeling for Bonnie Jean and are sure that both children will have every advantage 
parents can give their children. 

References: Col. George H. Bare, MMP Quartermaster, APO 407—A; Lt. Col. 
Basil E. Williams, MMP Quartermaster, OIC Installation Branch, APO 407; 
Capt. David E. Myers (Chaplain), MMP Service Center, Qtrs. 19-A, APO 407 

Miscellaneous remarks: Although I was born in Massachusetts, [ attended 
school in Warner, N. H., and own a home in the town. After graduating from 
Northeastern University I worked for Nashua Gummed and Coated Paper, living 
in Nashua until I came into the service in 1942 

Wauuack K, MacLean, 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 3082) should be enacted. 


© 
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JUN MIYATA 


Mr. Waurer, from the Committee on the Judiciary, submit 


The Committee on the Judicary, to whom was refer 


S. 3132) for the relief of Jun Mivata, havine considered th 
report favorably thereon without amendment and recommen 
the bill do pass 
RPOSTI ( 
The purpose of the bill is to grant ver of the racial ba 
admission into the United States in behalf of the Japane se stepchild 
of a United States citizen. The child red 


id would be considered 


nonquota immigrant which is the status normally enjoyed 


alien minor children of citizens of the United States 


GENERAL INFORMATION 





The beneficiary of the bill is a 2\._vear-old child ol the Japanese 
The mother 


wife of Set. Lovd Greenfield, a United States citizen. 


of the child has been admitted to the United States as the wife of an 
American citizen serviceman under the provisions of Public Law 6 of 
the Kightvy-sec ond Cloneress. 

Pe 


Senator Robert S. Kerr, the author of the bill, has submitted addi- 
‘ following 


tional information in support of the bill, among which are th 
letters: 


JUN MIYATA 





UNITED STATES SENATE, 
May 8. 1952 
Senator Par McCarran, 
Senate Office Building, Washington, D. C. 


Drak SENATOR McCarran: Attached hereto are exhibits and supporting 
evidence in connection with 5. 3132 which | introduced yesterday, April 7. 

L would appreciate it if you will have the attachments reviewed and advise 
me if it will be necessary to obtain additional evidence in support of my bill. 

From an examination of the attached evidence, this presents the situation of 
an American soldier who fell in love with a Japanese girl, married her and brought 
her to the United States. His wife is the mother of a 2%-vear-old child. The 
father of the child was an American soldier. Sergeant Greenfield desires to have 
the child brought to the United States. He has made arrangements with an 
American soldier in Tokyo, who will be returning upon completion of his tour, 
to bring the child to the States with him. 

\s is pointed out by Sergeant Greenfield, this is not an unusual circumstance 
in Japan at this time. I trust that early and favorable consideration of this 
bill may be had so that the soldier now in Japan may bring the child with him 
upon completion of his tour of duty, 

Sincerely yours, 
Ros’? S. Kerr, 


Fort Myer, Va., April 24, 1942 
Hon. Roperr 5. Ker, 
Committee on Finance, United States Senate, 
Washington BS, 2G, 

Dwar Senaror Kerr: Reference your communication of April 14, 1952, as to 
arrangements whereby my stepson will be brought to the United States in the 
event my request is favorably considered. 

Kneclosed is my sworn statement concerning this matter. I will be furnished 
Government transportation upon request under provisions of SR 55—765-5 due to 
my grade. 

Sincerely, 


Sgt. Loyp GREENFIELD, Jr 


Forr Myer, 
Arlington, Va. 


Personally appeared before me the undersigned authority for administering 
vaths of this nature, one Sgt. Loyd Greenfield, Jr., RA16276615, Seven Thousand 
and First Area Service Unit, Headquarters, Military District of Washington, 
Detachment No. 1, Fort Myer, Va., who being duly sworn, deposes and says: 

If authority is granted for issuance of a nonquota immigration visa to my 
stepson, Jun Miyata, for entry into the United States as a permanent resident, 
I propose to have him brought to the United States by Government water trans- 
portation as authorized me by Special Regulations No. 55-765-5. These regula- 
tions provide that all minor children must be accompanied by an adult person. 
My stepson will be accompanied by one Corp. Richard Tourville who is returning 
from the Far Kast Command during the month of September 1952. Corporal 
Tourville and I made a verbal agreement to that effect prior to my departure 
from the Far East Command. Corporal Tourville is stationed in Tokyo, Japan. 

Japanese passport will be obtained by Mr. Katsumi Miyata of 444 Shimizucho, 
Meguro-ku, Tokyo-to, Honshu, Japan, who is Jun’s uncle. Mr. Miyata will 
also arrange for physical examination, necessary affidavits and other matters that 
I cannot personally perform pursuant to actual application for issuance and is- 
suance of nonquota immigration visa at the American Consular Office, Norincho, 
Yurakucho, Tokyo, Japan. 

I further propose to meet Jun at the port of debarkation upon his arrival thereat. 

Further deponent saveth not. 

Loyp GREENFIELD, Jr. 

Sworn and subscribed to,before me at Fort Myer, Arlington, Va., this 24th 
day of April 1952. r 
CHARLES F, MILLs, 

Captain, Infantry, 
Summary Court 
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Tue First Nationa Bank oF CHANDLER 
Chandler. Okla April 19. 1952 
Mr. Ben Dwiaurt, 
Administrative Assistant to Senator Kerr, 
Washington, By: #.. 

Dear Ben: Your letter of a few days ago in regard to Sgt. Loyd Greenfield, Jr. 
received. I have known this boy practically all of his life and, in my opinion, 
he is deserving of any attention or help that you can render him. He is of a 
good family of long time residence of Chandler. 

With best wishes, I am 

Yours very truly, 





E. C. Lovt 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 3132) should be enacted. 


O 
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VICTOR DE LA BRETONIERE 


Jury 1, 1952.—Committed to the Committee of the Whole House 
to be printed 


and ordered 


Mr. Watrer, from the Committee on the Judiciary, submitted the 


following 


REPORT 
(To accompany S. 3140 


The Committee on the Judiciary, to whom was referred the bill 
(S. 3140) for the relief of Victor de la Bretoniere, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant a waiver of the racial barrier to 
admission into the United States in behalf of a minor stepson of a 
United States citizen serviceman. The child would be considered to 
be a nonquota immigrant which is the status normally enjoved by the 
alien minor children of citizens of the United States. 


GENERAL INFORMATION 


The beneficiary of the bill was born in the Netherlands East Indies 
on August 26, 1945, and is half Japanese. Following a divorce, the 
mother of the child was married before the American consul in 
Yokohama, Japan, on February 19, 1952, to Sgt. John W. McDonnell, 
a United States citizen serviceman serving with our Armed Forces in 
Japan. The mother is eligible to enter the United States as the wife 
of Sergeant McDonnell. 

Senator Hubert H. Humphrey, the author of the bill, has submitted 
the following information in connection with the case: 








VICTOR DE LA BRETONIERE 


/ 
/ 


HbeapQuaRTERs Company, Camp YOKOHAMA, 
Yokohama, Japan, April 25, 1652 
Hon. Husertr Houmpurt 
United States Senator. 

Dear Sik: While serving as a member of the United States Army in Japan 
[ married Eugenie Emma de la Bretoniere, who is a citizen of Netherlands. She 
has a son, Victor, who is unable, due to current immigration laws, to enter the 
United States as he is of the Japanese race He meets all other immigration 
requirements. 

I request that you sponsor a private bill allowing entry of the boy into the 
United States. Due to a recent change in Army regulations, I arn scheduled to 
depart from this command for the States on or about the Ist of August. If I am 
unable to bring the boy back with me, my wife would have to remain here also 
This, of course, would cause undue hardships to both of us. Under present law 
I could not send her financial aid. 

Legal procedure has already been inaugurated by Mr. John Walbran of Owa- 
tonna for formal adoption by me of the boy. 

1 know that you are busier at this time than normal, but would you please 
expedite this private bill as it is the only means I| have of fulfilling my family 
obligations. 

* Due to the exigencies in this case I will phone you for vour answer on the 2d 
of May. 
Sincerely yours, 
Joun W. McDOonneE LL, 
Sergeant RA17238855, Headquarters Co., 
Camp Yokohama, APO 508, c/o Postmaster, San Francisco, Calif 


HRADQUARTERS, CAMP YOKOHAMA 
APO 503, May 8, 1952 
Hon. Hupert Humpueey, 
United States Senate, Washington 25, D.C. 


Dear Senator Humeurey: The following information, as you requested, is 
forwarded to you in regards Lo Set. John W. Nie Donnell of Headquarte rs Com- 
pany, Camp Yokohama, APO 503. 

Sergeant McDonnell is due for rotation to the Unrfited States during the month 
of August 1952, and eligible for discharge from the Army in November 1952. 

Under current Army directives now in effect in the Far East Command the 
Army withdraws logistical support such as the use of military payment certificates, 
commissary privileges, PX privileges, etc., to dependents who are not eligible 
for visas, 30 days after rotation of the enlisted man to the States. It has always 
been the policy of the Army to aid all military personnel in securing visas for 
dependents so that they will not become public charges or dependent on charity 
organizations 

Please feel free to call on me if vou require additional information on this 
matter 

Sincerely yours, 
4, C, SMITH, 
CWo., United States Army, Assistant Adjutant 


HEADQUARTERS, Camp YOKOHOMA, 
APO 508, May 10, 1952 
Hon. Huspert HuMpPHREY, 
United States Senate, Washington 5. D. C 


Dear Senator Humpurey: Enclosed herewith is the certificate of marriage 
1a letter from the headquarters giving discharge and rotation dates 
The chaplain and the president of the local branch of the Bank of America 
are forwarding letters of character 

If 1 ean be of any help whatsoever please let me know how 


Thanking you very much and praying that vou will be able to pass this bill 
luring this session, I remain, 


Sincerely yours, 


Jonun W. McDonne tt, 
Sergeant RA17038855, Headquarters Co.., Camp Yokohama, 
APO 5O3, clo Postmaster, San Francisc 0, Ca 
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2 ) 
Hon. Huspert WoumMerirey, 
l'nited States Nenat Washi yt . 4 
Dear Sir: I understand from 8S \ 
helpful to him to 1 characte! f 
has your consideration relative to t tt 5 
ad pt i hild into the | it dd Sta s 
I have known Serveant MeD | 
conscientious, dependable, and a trus 
serious and indus jualified to a I 
taking 
Should vou lesir viditional rorma 
pleased to be of a 
Ver r 
' I 
Care o 
an i } 
all the facts in the case, is 


The committee, after consideration of 
of the opinion that the bill (S. 3140) should be enacted 
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Mr. Waurer, from the Committee on the Judiciary, subi | the 


REPORT 
[To accompany S. 3240] 


The Committee on the Jus : 
(S. 3240) for the relief of Ichiro iia. har ne con idered the arm 


} ' 1 1 


report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the racial barrier to admission 
into the { nited States in behalf of the minor Jap nese step hild of 
a United States citizen. Th child woul be considered o be a 


nonquota immigrant which is the status normally enjoves y the 
alien minor children of citizens of the United States 


GENERAL INFORMATION 


The beneficiary of the bill is the minor Japanese stepchild of 
Warrant Officer Richard Leroy Tracy, a citizen of the United States 
The child’s mother and Mr. Tracy were married in Japan in Mare 
1952, and the mother is eligible to enter the United States as the wife 
of an American serviceman under the provisions of Public Law 6 
of the Eichty-seeond Congress. 


Senator Joseph R. McCarthy, the author of the bill, has submitted 
. 1 ° * . ° : ° } 
the following information in connection with 
lion. Josepa R. McCarrny 
Nena Office Building, V hinat » ¢ 
Dear Senator: I am writing vou at er Wart Officer R 
Ler racy, ho rved in Korea for 16 . it [ 
Campbell Ixy 
Warrant Officer inior grade) Traev retur Japa \iareh. 1952 
on leave and at | own expense, for t 








ICHIRO IIDA 














and Yoshiko lida we married that month and the \ ) of Public 
; | 6 wer in foree Yoshiko lida (now Tra present hol a visa 
ng | pen he United Stat as e wife of an Ame \ 
lod I e fa er of this eh i! \ t ms i l } idet Ti} ) 
\\ () G ‘ Trac , , YD . 
} | Sta j , 
t Cas Tracy 5 ct \ ’ i 
: \Woarra () ra a vert 
‘ ( ) { i ‘ \ ! A Ip a 
Ll ha \ | unily for ma ear heir he ] 
\ | ' Varrant Off r (j , i | \ 
( \ 1 « ler ni ama ft 1 ‘ oy cnara r 
) cht ) Ss Can i i 
oO oO = ite asp 4 ) AION a 
} snc i a \ Lik lé ro li 
i ) ian 
~The ‘ 
W. Roy I 
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Kopp & Mel 
Plat 4 VJ 19 
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l ul i , { Vi " Lis } 1 ( 
‘ 0 inn i 7, 
> nr Mr. HeEeFNeE Last week end Mr. Tra was ) ea I had a 
( Ter ( ia é ri oOo 
| s l ! ster. | d i e he ts at le 50) f age 
I was ver ! h impressed wit Mr. Tra Certain it is tl he is very 
fond of Japan wit nd I ar on ed that his cas 4 rious one 
Mr. Trac t ! hat he is no , tl bov it ul ) As a 
ma r of fact, ! e the child was born befe Mr. Tracy ey = wife. 
ti | i mpa i \ [ th € | Tint Oo! I iTT girl 
1 ! I ud 0 tn rips to W hu oO! ) tL tn ( wnice 
Nit i ey i I Cor é | \ f the 
(merican sold \ is the father of the child he wishes to adopt \pparently 
is one of thos atuation cases in which the American soldier made many 
pr ises which h I ptiv forgot upon learning that this girl was going to have 





pan and 
he was advised that if the fact that the father of the boy is an American citizen 





could be estal that this lad wouid be admitted to the United States on a 
? q i i= \ ) as the bov’s mother do not ( the nar f the 
ta er | fear it wou bye mpossible tor s to establish the fact hat the tather 
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Mr. Trac rmed me that he understood that in some sit cases the 
child had been adopted by an American soldier and his Japanes in Japan 
and that then upon the basis of such adoption the child had been admitted to 
the United States I am wondering if there is anv possibility of handling this 
{ st 0 } Li } 
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rt te iat | should ma l ‘ i Vs 
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of the opinion that the bill (S. 3240) should be enacted 
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GEORGE B. HENLY CONSTRUCTION CO 


Jury 1. 1952 Committed to the Committee of t Whol louse and 


Mr. Jonas, from the Committee on the Judiciary, submitted the 


following 


REPORT 
[To accompany S 1707 


The Committee on the Judiciary, to whom was referred the bill 
(S. 1707) for the relief of George B. Henly Construction Co., having 
considered the same, report favorably thereon without 
and recommend that the bill do pass. 

The purpose of the proposed legislation is to pay the sum of 
$22 929.69 to the George B. Henly Construction Co. in full settlement 
of all claims against the United States for additional cor 
for extra work performed by the company under a contract dat 
February 16, 1948, between the United States and th 


~ ! 
i 


it allith 


amendment 


e company for 
the construction of certain earthwork and structures 


STATEMENT 


On January 14, 1948, the George B. Henly Construction Co. sub 
mitted a bid for the construction of a wasteway for the Bureau of 
Reclamation. The bid was accepted and the construction contract 
was signed February 16, 1948. Prior to the submission of the 
Mr. George B. Henly and engineers from the Bureau of Reclamation 


physically inspected the property and found no evidence of water } 
the natural drainage channel where the wastewa Wa to be ‘on 


structed. This inspection for the wasteway was made during thi 
winter months when the surrounding area was not being irrigated 
During the course of the construction of the wastewayv., and aboi 
April 1948, farmers whose lands were adjacent to the land on which 
the wasteway was being con tructed began to u rate thei lands, and 
a large amount of the surface and subsurface drainage water began to 
flow into the area of the wastewa’ The contractor and the Reclama 


tion engineers conferred regarding these conditions and decided that 
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permanent installation of approximately 33 metal corrugated pipes 
should be made at 33 different locations to convey this drainage and 
seepage water through the wasteway banks and into the wasteway 
channel. This necessitated work not contemplated either by the 
contractor or the Bureau of Reclamation at the time when the contract 
was entered into. The construction company contends that during 
these discussions oral representations were given to the company that 
it would be compensated for the extra work which it was obliged to 
perform as a result of the installation of these pipes. 

The job was completed on November 30, 1948, and the final estimate 
presented in December 1948. At this time disagreement arose as to 
the right of the construction company to receive extra compensation 
under the terms of the contract for the extra work which the company 
had undertaken. This disagreement was not resolved, and on 
January 26, 1949, the contractor signed a release on the contract with 
an exception for the expense involved in doing the extra work to 
complete the contract and a 10-percent profit on the over-all contract. 

The dispute over the additional compensation was submitted to 
the contracting officer, as provided in the contract, and the contracting 
officer ruled that the extra work which the contractor did was not as 
a result of a “changed condition” as that term was used in article 4 of 
the contract, notwithstanding the fact that it is evident that the 
conditions encountered were not anticipated either by the contractor or 
by the Bureau of Reclamation. If the contracting officer had decided 
that the extra work occurred as a result of ‘‘changed conditions,” 
as defined in the contract, the contractor would have been paid for the 
additional cost. 

Under the contract, the construction company was permitted 30 
days to appeal from the decision of the contracting offier to the head 
of the department concerned. The contractor in this case did not 
appeal from the decision of the contracting officer until nearly 10 
months following the decision of the contracting officer. 

The committee received reports on this legislation from the Depart- 
ment of Justice and the Department of the Interior. The Department 
of the Interior recommends against enactment of the legislation, 
asserting that the encountering of water in this case was within the 
hazards assumed by the contractor under the contract. The Depart- 
ment of Justice recommends against enactment of the bill, for the 
reason that the claimant failed to pursue his administrative remedy 
diligently as required by the contract. 

\ subcommittee of the Judiciary Committee held hearings on this 
bill. From the evidence submitted at the hearing, and from the 
reports submitted by the two Departments, the committee is satisfied 
that (1) extra work was performed by the contractor in order to 
complete the contract; and (2) the Government has accepted thé work 
done by the contractor and has expressed no dissatisfaction with the 
work done. It is also clear that the extra work which was eventually 
required was not within the contemplation of either of the parties at 
the time that the contract was entered into. In view of these circum- 


stances, it is difficult for the committee to see why the contractor 
should bear the total expense of the extra work involved in the success- 
ful completion of this contract. The committee therefore has no 


difficulty in recommending that the construction company be reim- 
bursed for the extra work performed to complete the contract. 
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Attached to this report is the report referred to earher of the 
Department of the Interior submitted in connection with this bill. 
Except for the conclusion, which has already been discussed, the 
Department of Justice report substantially repeats the information 
contained in the report of the Department of the Interior, and is 
therefore, not appended to this report. Two articles of the contract 
which are pertinent to the discussion of this bill ai 30 appended 


for refers nce. 











1] i 
My Drar Mr. Forp: 5. 4184, a bill for the rehef « eorge B. He ( 
struction Co., on which vou requested, under date September 28 
this Department, would provide for the sett ! f aims of (Ger e B 
Henlv Construction Co under Crovernment contract No. [2r—1789 
tion of t] Locket Guieh wastewav. Owvhee project, O [dal 
According to reeords of this Department the total an t of 843,286.05 as t 
forth in the relief bill consists of an item of $22,929.69 representing losses alleged 
to have been incurred as a result of encountering substantial ar 
and underground water during performance of wor mt wastewayv, a 
item of $20,356.36 for profit 
The wastewav was constructed in the bottom of a tural drainage chat 
and the water encountered was seepage and waste water from adjacent irrigated 
areas which had been under irrigation for 12 vears prior to the letting of the con- 
tract. The survevs for the wastewav were made durit } winter months when 
the surrounding area was not being irrigated At that time there vy of cour 
no evidence of water in the channel, and Government pers 
were not aware of the fact that a live stream flowed ir e chant luring 
irrigation season The specificatior x. therefore, did not make speetf , ym of 
the probability that water would | oO \ 
of such specifications makes the contractor r 
ind caring for v water ence ered I I . 
ol Re tid atiol na ( vent over t ro I } 
no evide e to WW it large « il ( ‘ 
During the construction of e wa v9 
bidding exar ation, the wo as co 1 | 1 { 
idjoining lands i bv a live strear ! i 
for the G I ent to order t . i I ; 
waste wate ou the banks of ‘ i i 
contractor alleges that this requirement prove t ( fa 2 
dition” for which an adjustment of e contra 
The contracting officer decided that altho 
not anticipated, the were not of 
Nane ) i = Within the eA ) j 
except for an al unce Of SS3e.00 ! i 
ris oundat or the s 1 re | t 
IS no nusual in irrigated areas s i as her vO » fir t t 
‘ nels hi ul ty } i 
the i \ as a result | : 5 
of adjace i! 
| { ractor > ¢ ere ( 
contract oflies 30 davs as ( 
Wa a ipypr () 


) \ 
SSG ( ~ 0 OHO as alleve \\ 
SPO B56 ! { i | 
a pr i ( ( { 
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water. The work was prosecuted by the contractor in an economical and diligent 
manner, and his costs were undoubtedly increased by a substantial amount due 
to encountering water. However, since the encountering of water is within the 
hazards assumed by contractor under the contract, it is not believed that con- 
gressional relief should be granted. It is therefore, the recommendation of this 
Department that the legislation be not enacted. 

If, however, the committee should decide to report favorably on the proposed 


legislation, then it is recommended that the bill be amended to provide only for 
payment to the contractor in the amount of the actual losses sustained by him 
as determined by this Department. - 
Sincerely Vours, 
VERNON D. Norrurt 
Assistant Secretary of the Tnte 


EXTRACT FROM CONTRACT 


ARTICLE 4. Changed conditions.—Should the contractor encounter, or the 
Government discover, during the progress of the work subsurface and/or latent 
conditions at the site materially differing from those shown on the drawings or indi- 
cated in the specifications, or unknown conditions of an unusual nature differing 
materially from those encountered and generally recognized as inhering in work 
of the character provided for in the plans and specifications, the attention of the 
contracting officer shall be called immediately to such conditions before they are 
disturbed. The contracting officer shall thereupon promptly investigate the 
conditions, and if he finds that they do so materially differ the contract shall, 
with the written approval of the head of the department or his duly authorized 
representative, be modified to provide for any increase or decrease of cost and/or 
difference in time resulting from such conditions. [Italies added.| 

ARTICLE 15. Disputes.—kExecept as otherwise specifically provided in this con- 
tract, all disputes concerning questions of fact arising under this contract shall 
be decided by the contracting officer subject to written appeal by the contractor 
within 30 days to the head of the department concerned or his duly authorized 
representative, whose decision shall be final and conclusive upon the parties 
thereto. In the meantime the contractor shall diligently proceed with the work as 
directed. 
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JULY 1, 1952.—Committed to the Commit of t \\ le H 
be print 


Mr. Lane. from the Committee on the Judiciary, submitted 


follown 
REPORT 
{To accompany 8. 1741 


we : ; : : 
Phe ( ommiuttee on the Judiciary, LO Whom was reterred the 


(S. 1741) for the relief of Samuel A. Wise, having considered the 
same, report favorably thereon without amendment and recomme 


that the bill do pass. 


The purpose of the proposed legislation is to pay the sum of $65.30 


{ 
to Samuel A. Wise, of Dover, Del., in full satisfaction of his cla 


against the United States for reimbursement for paving out of his o 
funds a judgment, together with court costs and attorney's fe 
arising out of an accident occurring on February 1, 1950, when tl 
said Samuel A. Wise was operating a Government-owne: hiel 

all emplove e of the Departime \ericultu 





On February 1, 1950, claimant was emploved as an ¢ eering ar 
bv the Soil Conservation Service of the Di partment of Agriculture, 


{} 


at Dover, Del. While operating a Government-own vehicle o 


that date, withm the scope of his emplovment. claimant was 


ceeding in a southerly direction in the right-hand lane on Delawan 
State Highway No. 113A. Near the intersection of State Highway 
csi 


118A and 13, claimant began moving his vehicle into the left | 
of traffic in order to pass a slower moving Chevrolet panel tric 
privately owned and operated by one Cecil B. Foss, which was ahead 


of claimant's vehicle. As he did so Foss sud niv slo L hi ehicle 
and started a left turn into a private driveway, allegedly withou 


giving a hand signal. Claimant applied the brakes on his vehicle ! 


was unable to avoid a collision; the front bumper of the Governn 
vehicle operated by claimant collided with the left rear part o 
private vehicle operated by Foss. 
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Subsequently, on February 9, 1950, Foss filed a brief statement of 
injury against claimant in the office of a justice of the peace of the 
State of Delaware, in Kent County, Del. This statement. appearing 
in the judicial record of the case appended hereto, related the fact of 
the collision (with no allegation of negligence on’ the part of Wise), 
and asserted damage to the plaintiff’s vehicle in the sum of $100. 

Under the circumstances Foss could have proceeded against the 
Government under the Federal Tort Claims Act. However. as indi- 
cated above, he elected instead to proceed with an action against the 
Government employee involved. In such event the only assistance 
available from the Government to the employee is by way of furnish- 
ing him with counsel. Here the employee did not avail himself of 
such assistance, either because of the short time factor involved or 
because he was unaware and was not apprised that such assistance 
was available. 

The private suit of Foss against Wise proceeded to trial on February 
23, 1950, according to the appended record of the proceedings, and on 
March 2, 1950, the justice of the peace rendered judgment in favor of 
the plaintiff (Foss) in the sum of $45, together with the sum of $10.30 
representing cost of suit, against the defendant (Wise). The sum of 
S10 was expended by Wise as counsel for representation by a private 
attorney in the proceeding, and the judgment and court costs were 
paid by him out of his personal funds. 

The Assistant Secretary of the Department of Agriculture, ina letter 
to the Vice President dated June 14, 1951, requesting introduction of 
a bill for the relief of claimant. stated that the Department of Acricul- 
ture is convinced there was no willful negligence in this case on the 
part of Wise. 

The committee has met this situation previously. The committee 
has observed that while it is not in order to review a finding of negli- 
gence against a Government employee in such a case as this. never- 
theless it will undertake in certain instances to examine the equities 
involved. This was done with reference to a substantially similar 
case pursuant to consideration of H. R. 2078, Kighty-first Congress, 
first session. In the committee report on that bill, which was later 
enacted as Private Law 129. Kighty-first Congress, first session, it was 
stated (S. Rept. 458, Sist Cone... Ist sess., at p. 3): 

Here the claimant. unfortunately for him, was sued directly and successfully. 
The merits of his claim would perhaps be weakened fatally if it were not for the 
insurance element. The Government does not Insure its vehicles nor do its 
employees. Thus, the emplovees in cases where they are sued directly are not 
protected and cannot protect themselves; they are actually in a weaker position 
than a private citizen. 

In view of all the circumstances, the committee is of the opinion 
that claimant should be reimbursed for his out-of-pocket expenses in 
this matter and recommends favorable consideration of the bill 
(S. 1741), 

Appended hereto are ( 1) the afore-mentioned letter of the Assistant 
Secretary of Agriculture to the Vice President dated June 14. 1951; 
and (2) the record of proceedings before the justice of the peace, 
referred to hereinabove. 
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DEPARTMENT OF AGRICULTI 
Washington, Jur 
The honorable the Vick PRESIDENT, 
l nited States Senate 
Dear Mr. Vice PRESIDEN1t: Enclosed for the consideration of the Congr 
is a draft of a proposed bill for the relief of Samuel A. Wise, an emplovee of : 
Department, for amount of judgment together with court costs entered aga 
him because of certain actions on his part while performing his official dut 
Mr. Wise, at the time of the accident, was emploved as an eng g a 
the Soil Conservation Service at Dover, Del 
On February 1, 1950, Mr. Wisk , While operating a Government-owned \ 
had a collision with a private vehicle owned and operated by a Mr. Ce B. | 
The accident occurred at the intersection of Routes 113A and 18 sout f 1) 
Del. The driver of the Government vehicle was trving » get to the lef i 
of traffic in order to pass a slower Moving private vehicle. The operator 
private vehicle suddentk applied the brakes and started a ft turn into a priva 
driveway without giving a hand signal. The operator of the Govern 
applied his brakes, the wheels skidded and the front bumper of the Govern 
car collided with the rear door of the private vehicl Although ¢t a 
could have been brought under the Fede rai Tort ( iliti- \ Us ed i! 
elected to hold the Government emplovee persona wie and I v 
civil action against Mr. Wise in the amount of SLO0 \ det nthe a 
of $45 with interest from March 2, 1959, was obtained {the sw f $10.30 
allowed for court costs. The sum of SLO was ¢ ) led by Mir. Wi tor at 
fees. A copv of the original judgment ith « lenee of sa 
enclosed. There is also enclosed a copy of a re | howing the f S10 as 
having been paid by Mr. Wise for attorney fee 
The Department is convinced that there was g 
Mr. Wise was acting within the scope of his em) ner at 
mishap. Since, gen lv, privat ain ia ( ! 
in accordance with the tort 1ims law and since the act (28 U.S. C. 2672 
vides that the liability of the emplovee is discharged | the a pta ( 
claimant of any award, compromise, or settlement by the ¢ ‘ 
believed to be unfortunate that Mr. Wise she 1 i? ( > I} i) - 
ment, therefore, recommends that legislation be pa i for the 1 f of Mr. W 
The Budget Bureau advises there is no ol n to e su “ ( : 
proposed bill 
Sincerels Vours, 
re te 8 
i q Ne 
The following case remains of record now off f John H. ¢ a 
justice of the peace of the State of Delaware in and for Went County 
Crcit B. Foss Versus Samuent Wi) 
‘Trespass Statement of jur Demand st0o0 
February 9, 1950. S82 depo 
STATEMENT FILED BY THE PLAINTIFF, CECIL B. 1 | BEFO OHN H. CONRAD, 
JUSTICE OF THE PEACE IN AND FOR KENT CO Y, STATE OF DELAWAI 
That on the Ist dav of February A. D. 1950 tl laintiff was lawfull 
in a southerly direction on the State Highway Alternate Route No. 113 
of the citv limits of the citv of Dover, Kent ¢ unt 1) ymid attempt oO} 
a left-hand turn into the home of J. Gordon Smith ar it, t and 
aforesaid the defendant proce ding in a souther rect rn «yy i _ 
and droy the motor vehicle (to wit) att ick, tl i ¢ : 
against the rear of plaintiff’s Chevrolet panel tru ’ result « hic] 1 
plaintiff’s truck was damaged in the sum of ©1090 ar » part of | AOS 
have been paid to the plaintiff bv the defenda 
Summons issued to Charles F Hirseh, constable, 1 rnable Februar 29, ho 
2p. m 


Summons served on within-named defenda 
Hirsch, constable, February 9, 1950 
‘ 


ia 


Now this 23d dav of February 1950 both parti appear al ready for rigat 
after havine heard the allegations and proofs of the plaintiff and defenda d 
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The Committee on the Judiciary, to whom was ref | the bill 





S. 1988) for the relief of Leslie A. Connell. having ' dered the 
same, report favorably thereon without amendment an | 
that the bill do pass 
The bill would provide for payment of the sum of $2,622 to Leslie A. 
Connell, of Tacoma, Wash., 1m full satisfaction of his « 
the United States for reimbursement of the sum of S82 5( 
him in satisfaction of a yudement rendet nst | S 
of his injuring a pedestrian while driving a Gove ( 
i the peritormance of his duties as a mail coll oO} | 
S122 paid by him for court costs, atto { na ah ees 
connection with such ] Wane 
ST 1] 
An identical bi Vus Passed ! 5 | St 4 
eress and failed of enac it in the Ho | 
Claimant, a parcel-pos oO \\ ( 
On April 15, 194 » SLrTUCK Or fey ’ 4 2, { 7 S 
mail truck up to the lon fort he ‘I 
B Lichiths I> Tie i> ( 
bre Cll ft 
‘ +s at the Tacoma pos i 
form in / of the ' s mie uo 
ahd tl ti on ™ 1] ry fth Sti 
lhe above-m th Ta ad date ) | ) 
SWIh Out 1 | | = ( 1 Orcs 
' ) | ) 
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Claimant, who was returning from a relay and collection trip, had 
turned in the direction opposite the loading platform in the usual 
manner and was backing the truck up to the loading platform, across 
the Twelfth Street sidewalk, when the accident occurred. He was 
proceeding in reverse at a slow speed when he felt the impact. He 
stopped immediately. Connell stated that he looked in both the 
right and left rear-view mirrors of the truck while proceeding in reverse 
and did not see the pedestrian. 

The injured person stated in an affidavit dated May 29, 1947, which 
was filed with the post-office inspector: 

I do not know why I did not see him (Connell) approaching except that I mav 
have had something on my mind, and it is also a fact that I do not have the use of 
my right eve, which was toward the backing truck. 

Beutner filed a claim against the United States on October 11, 1946. 
He later withdrew this claim and on February 21, 1948, sued Connell 
and his wife for $11,741.86 in the Superior Court of Pierce County, 
Wash. A judgment for $4,000 was rendered but was later reduced 
to $2,517. 

The record indicates that Connell was a faithful and efficient em- 
plovee for 29 vears. This was his first accident. 

The Post Office Department and the Department of Justice recom- 
mend favorable consideration of the bill. The basis for the Post 
Office Department recommendation is contained in the following 
paragraph which is quoted from the Department's letter dated March 
18, 1949: 

The suit which formed the basis of this claim might have been brought against 
the United States under the provisions of the Federal Tort Claims Act. How- 
ever, the plaintiff elected to sue the carrier personally. It would be inequitable 
to require the carrier to bear this loss out of his personal funds since the claim 
was predicated upon an accident in which he was involved in pursuance of his 
official duties as a mail-truck driver. 

The question arising out of the above facts is, Why should Congress 
reimburse a Government employee when a judicial tribunal has 
handed down a judgment based upon his negligence? This com- 
mittee believes that it is not in order to overrule the court, but rather 
it prefers to examine the equities involved. The Federal Tort Claims 
Act was originally passed to provide for suit against the Government 
on tort claims. However, there is nothing in the act to prevent a 
person who has sustained injuries or damage through the act or 
omission of an agent of the Government from electing to proceed 
against the agent rather than against the Government. 

This is not a novel question for the committee to resolve. It has 
recognized in substantially similar circumstances the inability of a 
driver of a Government vehicle to protect himself through insurance 
as can a private citizen. Pursuant to the consideration of H. R. 
2078, Kighty-first Congress, first session, later enacted as Private 
Law 129, Kighty-first Congress, first session, the committee stated 
(S. Rept. 458, Sist Cong., Ist sess., at p. 3): 

Here the claimant, unfortunately for him, Was sued directly and successfully. 
The merits of his claim would perhaps be weakened fatally, if it were not for the 
insurance element. The Government does not insure its vehicles nor do its 
employees. Thus, the emplovees in cases where they are sued directly are not 


protected and cannot protect themselves; they are actually in a weaker position 
than a private citizen. 
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Favorable consideration of this bill presents the further question as 
to whether the Congress may be relieving a Government employee 
from the consequences of his own negligence. Claimant is one of 
many thousands of Government employees, with a distinguished 
record of faithful and conscientious service. The accident involved 
herein was the first one for claimant during 29 years of Government 
employment. The injured party was free to make a choice, under 
existing law, as to whom he might sue for damages: the emplovee in a 
personal capacity, or the Government, for whom the employee was 
acting at the time the accident occurred. The injured party herein 
chose to sue the employee individually, and has recovered a judgment 
against him, which has been satisfied by the latter out of his personal 
funds. In the circumstances it is to be presumed that the injured 
party likewise would have been successful had he proceeded w ith suit 
against the Government. Hence, in the absence of a showing of will- 
ful negligence, it appears in these cire _ inces that claimant should 
be reimbursed in the amount provided by this bill, for the purpose 
stated heretofore. 

Attention is invited to the reports of the Post Office Department 
and the Department of Justice, which are appended below. These 
reports were submitted in connection with an identical bill of the pre- 
vious Congress. 


The honorable the ArroRNEY GENERAL. 


Deak Mr. ArrorRNey GENERAL: This will acknowledge vour letter of March 1, 
with which vou transmitted a copy of S. 735, a bill for the relief of Leslie A 


Connell, of Tacoma, Wash .in the amount of $2,622, to reimburse him for mone. 
expended in satisfving a judgment obtained against him by Frank NX. Buettner 
who was injured in an accident involving a United States mail truck driven by 
carrier Connell on April 15, 194 

The suit which formed the basis of this claim might have been brought against 
the United States under the provisions of the Federal Tort Claims Aet How- 
ever, the plaintiff elected to sue the carrier personall It would be inequitable 
to require the earrier to bear this loss out of his personal funds since the clair 
was predicated upon an aecident in which he was involved in:pursuance of his 
official duties as a mail-truck driver. 

I accordingly recommend that the pending bill be given favorable consideratior 


Sincerely vours, 


SEPTEMBER 14, 1949. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 
My Dear Senator: This is in response to vour request for the views of 
Department of Justice relative to the bill OS 730 for the re ief of Leslie \. Contr 
The bill would provide for payment of the sum of 82,622 to Leslie A. Connell, 
of Tacoma, Wash., in full satisfaction of his claim against the United States for 


reimbursement of the sum of $2,509 paid bv him in satisfaction of a judgm 
rendered against him as the result of his injurit a pedestrian while driving a 
CGovernment-owned vehicle Nn the pe rforma > of ! ‘a iuties as & ma eovuector 
and the sum of $122 paid bv him for eourt costs, attor vy fees, and filing fees 
connection with such judgment. 

In compliance with your request, a report wa btained from the Post OF 
Departn enf coneerning this legislation. a at report Vii = sec SFATES 


that the suit which formed the basis of this claim might have been brought against 
the United States under the provisions of the Federal Tort Claims Act but that 
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the plaintiff elected to sue the carrier personally. The Post Office Department 
states that it would be inequitable to require the carrier to bear this loss out of his 
personal funds since the claim was predicated upon an accident in which he was 
involved in pursuance of his official duties as a mail-truck driver. 

The Post Office Department, accordingly, recommends that the bill be given 
favorable consideration. 

The Department of Justice concurs in the views of the Post Office Department. 

The Director of the Bureau of the Budget has advised this Department that 
there would be no objection to the submission of this re port. 

Yours sincerely, 


PEYTON Forp, 
The Assistant lo the Attorney General 


bl. 
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Joty I, 1952 Committed to the Committee of the Who House and ordered 


Mr. Lanes, from the Committee on the Judiciary, submitted the 


following 


REPORT 
fo accompa 2144 


The Committee on the Judiciary, to whom was referred the bill 


(S. 2147) for the relief of Arthur kK. Prior, having considered the same, 
report favorably thereon without amendment and reeommend that 
the bill do pass. 

The purpose ol the proposed legislation, as amended, ts to provide 


for payment of the sum of $520.28 to Arthur K. Prior of South 


Orrington, Maine, which sum represents the amount paid by him in 
satisfaction of a judgment rendered against him in the Superior 
Court ut Bangor, \iaine, for daminge CuUus d 1) him In ah aeciadent 
involving a United States mail truck driven by claimant in the cours 


\ 
of his emplovment as an emplovee of thi Post Ollice Depa [mie 
STATEMENT 


When this bill was introduced the sponsor of the bill was advised 
that the sum of the judgment amounted to $482, and, accordingly, 


said figure was specified there Subseq iently the claimant sub 
| 


SHOW LAY 


| 


mitted evidence to the sponsor of the bill that be had paid 
the sum of $520.28 to the alLOrHes for the plaintiff, under date ol 
November 8, 1951, 10 full satisfaction of the judgment, together with 
interest thereon and court eosts. The bill is amended, therefore, to 
provide reimbursemeut for the total amount paid by claimant 
Claimant was sued in his individual capacity in the Superior Court 
at Bangor, Maine, by one John ft. Al 


accident MVOIVINE a United States mail truck driven by claimant 
> 
} 


Os for damec¢es sustamed i at 
whieh oecurred at | 

Shustsrsce that 1 (r+) 
instituting this suit the plamatiff thereto 
Post Othlee Department seeking administrative settlement of the 


angor, Maine, on December 22, 1945. Prior to 


had presented a claim to the 
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damages suffered in the afore-mentioned accident, but this claim was 
denied on the ground that the evidence submitted in support of the 
claim failed to establish liability on the part of the Government. 
However, when the case was tried in the Maine court a verdict was 
rendered in favor of Mr. Aloes, against the claimant herein, and the 
resulting judgment has been paid in full by claimant out of his own 
funds. 

At the time Mr. Aloes brought suit against Mr. Prior, the Federal 
Tort Claims Act was in effect; under the provisions of that act Mr. 
Aloes could have sued the Government, since Mr. Prior was acting, 
at the time the accident occurred, in the course of his employment as 
an emplovee of an agency of the United States Government. Nothing 
in the act precludes the injured party, howe m r, from suing the em- 
ployee Sita in an individual capacity, and this Mr. Aloes elected 
to do in the instant case. Similar situations have given rise previously 
to several private bills for the reimbursement of the Government 
employees involved, and the committee has reported such bills favor- 
ably where, as here, there was no showing whatsoever of willful 
negligence on the part of said employees. The committee has no 
intention of going behind the decision of the court in this or any 
similar case, but it does feel that certain equities favor reimburse- 
ment of the Government employee subjected to personal suit by an 
injured party as in this case, since if the latter had elected to proceed 
with suit against the Government it is to be presumed that the same 
showing of negligence on the part of the employee, while acting within 
the scope of his employment, would have resulted in judgment against 
the Government. 

The Post Office Department favors enactment of this bill, and the 
Department of Justice has advised the chairman of the committee 
that since the bill presents a question of legislative policy, it prefers 
to make no recommendation regarding this bill. 

In these circumstances the committee is of the opinion that the 
claim involved herein is meritorious and recommends that the bill, 


‘ 


S. 2147, as amended, receive favorable consideration. 


DEPARTMENT OF JUSTICE, 
Orrick OF THE Depury ATTORNEY GENERAL, 


Washington November ?, 1951 
Hon. Par McCarran, 


Cha rman, Committee on the Judicia uy 
l’nited States Senate. Washington, DC 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (8. 2147) for the relief of Arthur Kk. 
Prior. 

The bill would provide for payment of the sum of $482 to Arthur Kk. Prior, of 
South Orrington, Maine, which sum represents the amount of a judgment rendered 
against him in the Superior Court, Bangor, Maine, for darmage caused by him in 
the course of his employment as an employee of the Post Office Department. 

In compliance with your request, a report was obtained froin the Post Office 
Department concerning this legislation. According to that report, which is 
enclosed, claimant was sued by one John J. Aloes for damages sustained in an 
accident involving a United States mail truck driven by claimant which oecurred 
at Bangor, Maine, on December 22, 1945. Prior to the suit, Mr. Aloes had pre- 
sented an administrative claim to the Post Office Department which was disallowed 
on the grounds that the evidence did not establish the responsibility of the Govern- 


ment. When the case was tried in a State court, however, a verdict was rendered 
in Fas or of Mr. Aloes in the sum of $482, plus costs, which Mr. Prior was required 
to ps The Post Office Department states that in the circumstances it believes 


that hivash le consideration should be given to the bill 
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Whether the bill should be enacted preser 
concerning which the Department of Justice prefers to make no 
The Director of the Bureau of the Budget | advised 
would be no objection to the ubn 


Sincerelh 


Hon. Witeram Amory UNbDERHILI 
Acting Dep fy Attorney Gene 
Washington . ep € 
Deak Mr. UNprERHILL: This will acknowled tter - 4) 


requesting the comments of this Department on S. 2147, a 
Arthur K. Prior 
Mr. Prior, a postal emplovee, was sued by John Jd. Aloes for damages a 
in an accident involving a United State a ! lriven | \Ir 
occurred at Bangor, Maine, on December 22, 1945 Mr. A vd pre 
presented an administrative claim which was disallowed by 1 Depar 
the grounds that the evidence did not estat the respor over! 
ment However, when this case was tried in a Stat l 
in favor of Mr. Aloes in the sum of S482 p osts hich M Py is red r 
to pay 
In the circumstances it is mv opinion that fa 
given to this bill 
Sincerely vours, 
| M. Do Dson 
Postn f f 
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STATE OF NEW HAMPSHIRE AND THE TOWN Ol 
BOSTON. N. Tl 


i Co ‘ 
— +?) oO 
lt \ ‘) | 
rt) \ ho i 
fhe p 0 ‘ 
yi tt ) { 
tow ) \ \ 
Oo} ‘ 
( ) ) t} i ‘ | t ! 
? ’ ' tow! a! \ ) t] ’ 
1942, il forest Mite Prowse oyiit ) ; 
range, which is located part! nh N 12 nN. part \ 
and partly in Mont Vernon, N. i n Heh ¢ 
mately 2.780 acre oO! land t the ( WO} yt yf 
Army requested the fire warden at New Boston for assista 
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or one-half of the total expenses incurred by New Boston and the 
12 other New Hampshire towns. 

On February 26, 1945, the War Department disapproved a claim 
filed by the State of New Hampshire and the town of New Shae in 
the amount of $4,591.92, the total expenses incurred in fighting the 
forest fire, for the reason that there was no statute or appropriation 
available under which this sum could be ~~. Thereafter, on July 
11, 1945, the claim was transmitted to the General Accounting Office 
for consideration. The Comptroller General, on June 20, 1946, dis- 
approved the claim on the ground that there was no appropriation 
available for payment of the claim. 

The Department of the Army, in its report submitted in connection 
with the instant bill, states in part as follows: 


Inasmuch as the evidence in this case fairiv establishes that this forest fire 
was caused by military personnel or civilian emplovees of the United States 
and as the town of New Boston and other nearby towns in New Hampshire were 
requested by the military authorities at the Manchester Air Base Bombing 
Range to assist in putting the fire out, and as the total expense of $4,591.92 
incurred in fighting the fire has been borne equally by the State of New Hamp- 
shire and the town of New Boston, it is the view of the Department of the Army 
that said claimants are equitably entitled to be reimbursed for such expense 
The Department, accordingly, has no objection to the enactment of this bill 


The Department of Justice, in a report submitted to the committee, 
advises that it concurs in the view of the Departmeat of the Army. 

The committee is in agreement with the reports of the Departments 
of the Army and Justice, and therefore recommends favorable con- 
sideration of this bill, S. 2393. 

Attached hereto and made a part of this report are the reports of 
the Department of Justice and the Department of the Army submitted 
in connection with this bill. 

DEPARTMENT OF JUSTICE, 
Orrick OF THE Deputy ATTORNEY GENERAL, 
Washington. May 8 1952. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C.: 


} 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 2393) for the relief of the State of 
New Hampshire and the town of New Boston, N. H. 

The bill would provide for payment of the sum of $2,295.96 to the State of New 
lampshire and a like sum to the town of Bew AAOND, N. H., in full satisfaction 
of their respective claims for reimburs« ment of expenditures made in combating a 
forest fire on a United States Army bombing range ands d near the town of New 
Boston on May 2, 1942 

In compliance with your request, a report was obtained from the Department 
of the Army concerning this legislation. That report, which is enclosed, sets out 
in detail the facts relating to this claim. Briefly stated, it appears that on May 2, 
1942. a forest fire broke out on the Manchester Air Base Bombing Range, which 
is located partly in New Boston, partly in Amherst, and partly in Mont Vernon, 
N. H., and which comprises approximately 2,780 acres of land. The fire soon got 
out of control and the Army requested the fire warden at New Boston for assistance 
in fighting the fire. Fire fighters were sent from New Boston and 12 other New 
Hampshire towns, and the fire was extinguished on May 7, 1942. New Boston 
incurred total expenses in the sum of $2,268.09 in fighting the fire and the other 
12 towns incurred aggregate expenses amounting to $2,323.83. New Boston re- 
imbursed the other 12 towns for the expenses incurred by them and subsequently 
the State of New Hampshire reimbursed New Boston in the amount of $2,295.96, 
or one_half of the total expenses incurred by New Boston and the 12 other New 
Hampshire towns, 

\ claim filed by the State of New Hampshire and New Boston in the amount 
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§2n Concress ) HOUSE OF REPRESENTATIVES { REPORT 
2d Nession { ! No. 2394 


DEWEY J. CRITES, JACK MAYTA, AND JAMES 
WILLETTE 





Jury 1, 1952 Committed to the Committee of th Whole House and ordered to 


be printed 


Mr. Goopwin, from the Committee on the Judiciary,” submitted the 


following 


REPORT a 


[To accompany H. Res. 709 


The Committee on the Judiciary, to whom was referred the resolu- 
tion (H. Res. 709) for the relief of Dewey J. Crites, Jack Mayta, and 
James Willette, having considered the same, report favorably thereon 
without amendment and recommend that the resolution do pass. 

The purpose of the proposed resolution is merely to refer H. R. 1918, 
a bill for the relief of Dewey J. Crites, Jack Many ta, and James Willette 
to the United States Court of Claims for hearing and determination 
and report its findings to the Congress. Your committee is of the 
opinion that this is a case that should be referred to the court; there- 
fore, recommend favorable consideration to the resolution. 


A BILL } the relief of Dewey J. Crit Jack Mayt {James W 


Re it enacted by the Senate and House of Re presentalive of the United States o 
America in Congress assembled, That the Secretary of the Treasury is authorized 
and directed to pay, out of any money in the Treasury not wise appropriated 
to Dewey J. Crites, Cle Elum rural route 2, Washington, the sum of $18,000; to 
Jack Mayta, Cle Elum rural route 2, Washington, the sum of $17,000; and to 
James Willette, Cle Elum rural route 2, Washington, the sum of $12,000 Phe 
payment of such sums shall be in full settlement of all claims of the said Dewey 


J. Crites, Jack Mayta, and James Willette against the United States on account of 


damage to their farms from erosion and floods resulting from the control of the 
Yakima River for irrigation purposes by the Bureau of Reclamation of the Depart- 
ment of the Interior. Under the decision of the United States Court of Appeals 
for the Kighth Circuit in Coates against United States (181 F. (2d) 816 (1950 

action upon such claims may not be brought under the provisions of title 28 of the 
United States Code relating to tort claims because such claims are based on tl 

exercise of a discretionary function or duty by the Bureau of Reclamation 
Provided, That no part of the amount appropriated in this Act for the payment 
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of any one claim in excess of 10 per centum thereof shall be paid or delivered to or 
received by any agent or attorney on account of services rendered in connection 
with such claim, and the same shall be unlawful, any contract to the contrary 
notwithstanding. Any person violating the provisions of this Act shall be deemed 


guilty of a misdemeanor and upon conviction thereof shall be fined in any sum 
not exceeding $1,000. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 15, 1951. 
Hon. EMANUEL CELLER, 
Committee on the Judiciary, House of Representatives, 
Washington 25, D.C. 

My Dear Mr. Cetter: Your committee has asked for an expression of my 
views on H. R. 1918, a bill for the relief of Dewey J. Crites, Jack Mayta, and 
James Willette. 

1 recommend that this bill be not enacted. 

The bill directs payment of $47,000 out of the Treasury of the United States to 
three landowners in the vicinity of Cle Elum, Wash., as compensation ‘‘for 
damage to their farms from erosion and floods resulting from the control of the 
Yakima River for irrigation purposes by the Bureau of Reclamation * * = * 
The responsibility of the United States for damage sustained by these land- 
owners is thus predicated upon use of the river channel for delivery of irrigation 
water to lower valley lands which, it appears to be thought, imposes an all- 
inclusive obligation for maintenance of the channel. 

The superintendent of the Yakima project has examined the land of the 
claimants and reports that ercsion of the elaimants’ land is the result of flood 
flows which dep*sit gravel bars in the main channel of the river and thus divert 
subsequent flow to the north or subsidiary channel and numerous overflow 
channels. I am advised that the claimants concur in this finding by the super- 
intendent cf the Yakima project. The ce ncdition which has resulted in serious 
damace to the Crites, Mayta, and Willette farms dates back to the flood ef 1933 
which depcsited a gravel bar in the scuth channel and thus directed the main 
flow into the nerth channel. This condition has become werse and werse and 
the floed of 1948 caused serious damace. Of approximately 300 acres in the three 
farms that are badly cut up with overflow channels, only about 60 acres are still 
useful for farming c perations. 

None of this, however, is the result of the use of the Yakima River channel for 
delivery of irrigation water to lower lands. Damage occurs when the river flow 
exceeds 2,200 cubic feet per second. The operations of the Bureau of Reclama- 
tion on the Yakima River entail storage of water during the flood season. This 
materially shortens the periods in which river flow exceeds 2,200 cubic feet per 
second and lengthens the periods in which the flow is less than 1,000 cubie feet 
per second. I cannot accept the proposition that, merely because it utilizes the 
river channel to deliver irrigation water from storage reservoirs during the last 
half of the irrigation season, the Government should be charged with responsi- 
bility for anv and every condition of the Yakima River channel which results in 
damage to riparian landowners. The limit of its responsibility for maintenance of 
the river channel and the limit of the responsibility of landowners who receive 
irrigation water delivered by means of the river channel should be the adverse 
effect of such delivery upon the lands bordering the river channel. 

A solution for the immediate relief of the landowners designated in H. R. 1918 
would be to cut a new channel about one-half mile long, thereby eliminating a 
sharp bend in the river which is steadily moving northward. This is, of course, a 
flood-control operation which should be undertaken by the State or Federal 
agency vested with responsibility for such function. 

I believe that the solution proposed by H. R. 1918 should not be resorted to 
because measures which will alleviate the flood menace to these landowners are 
still possible and because the bill erroneously assigns responsibility for the current 
menace to manipulation of river flow by the Bureau of Reclamation. 

The Bureau of the Budget has advised that there is no objection to my pres- 
entation of this report to your committee. 

Sincerely vours, 
Winttiam bk. Warne, 
Assistant Secretary of he Inierior. 
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Boarp oF CouNtTY COMMISSIONERS, Kirriras Country, 
Ellensburg, Wash., May 23, 1951. 
Hon. Hat Houtmes, MEMBER OF CONGRESS, 
Hlous of Representatives, Washington, D.C. 

Dear Mr. Hotmes: Regarding property owned by Dewey Crites, John Mayta, 
and James Willette on the Yakima River near Teanaway Junction in Kittitas 
County, Wash., I have made the following observations: 

(1) The water during irrigation season is kept at such a high level t 
ment. for farming or pasturing is impossible 

(2) This is due to the fact that the Bureau of Reclamation uses the river as part 
of their distribution system. 

Very truly yours, 


County Commission K as Cour . Wasi 
Subsertbed and sworn to before me this 23d dav of Mav 1951 


SEAL] RowLanp M. JONEs, 


STATE OF WASHINGTON, 
County of Kittitas, ss 


I certify that I, John Hanks, Jr., have personally looked over the farms owned 
by James Willette, Jack Mayta, and Dewey Crites in regard to the damace being 
caused by the excessive high water throughout the farming season. This high 


water is caused by the large volume of water released by the Reclamation Service 
] 


from the reservoirs on the lakes above the farms mentioned. The river channel 
at this point on the Yakima River, due to bends and erosion which has filled the 


old channel with rock and gravel, will not carrv off the water, forcing the water 
over the farms in question and causing serious erosion on same 

This condition makes it impossible to farm or improve these properties 

I also wish to add that, before the Reclamation Service took a hand in river 
flow control, this land was farmed and pastured by the present or the previous 
owners. 

Many requests have been made to the Reclamation Service for h Ip in correcting 
the situation, but to no avail. 

JoHN HAnks, Jr., 
Chairman of the Kittitas Count Fiood Cont ol Comonitte fo th Yai reel 
River. 
Subseribed and sworn to before me this 23d dav of May, 1951 


[SEAL] LEONARD F. BUNAGE, 
Notary Pubi ( nand tor th State of Washinaton 


Kirriras Country ENGINEER, 
Ell mSOuUTY, Wash . Vay > a WT 
Hon. Hat HoumMeEs, 
Tlouse of Re presentatives, Washington, QE. ¢ 

Dear Sir: The following remarks are written as evidence of damages to Dewey 
J. Crites, John J. Mayta, and James T. Willette from the Yakima River neat 
Teanaway Junction in Kittitas County, Wash 

I hereby certify that Dewey J. Crites, John J. Mayta, and James T. Willett 
are 

(1) Owners of land situated in or near to sees. 4 and 5 of T. 19 N., R. 16 E., 
Williamette meridian, and 

(2) That the Yakima River does flow through the property of those mentioned 
above and does cause serious damage due to flooding 


3) From a total acreage owned by Dewey ©: s of 120 acres oniv about 7 
acres are farmable on account of the ver fle rr total acreag 4 
owned by Mr. Mavta cnilv about 7 aer fa 
flooding. Krom a total of 30 acres owned by Mr. Jan tr. Willette « yal 
acres can be farmed on account of the floodine of e] 

1) ‘he flooding of the river has taken all pasture lands of all three propert 


owners~ 
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(5) The condition of the river and the uncertainty of what it will do next has 
kept these property owners from going ahead with all and any needed improve- 


Sincerely, 
Row bann M. Jones, 
Aittitas County Road Eenainee 
Subscribed and sworn to before me this 22d dav of May 1951. 
[SEAL] GERALD S&S. Porrer, 


Nota J Puh ic 


DrCEMBER 30, 1950. 
Hon. Hat Houmes, 
United Stat Re pr ntat ve, Wy hinato ? dD. ( 


Dear Str: We three undersigned perso: De J. (rites, Jack \lavta, and 
James Willette, are writing vou in an effort to have something done to preserve 
our farm homes. 

We each own a farm in the upper Nittitas Vallev near Teanawav. ‘These farms 
are located g the Yakima River Prior to the time the Reclamation Bureau 





assumed control of the river for irrigation purposes our farms were valuable and 


productive. Now, because of the Reclamation Bureau's policy in prolonging the 


periods of high water level a great part of our land 


is in effeet confiscated—since 





due to the prolonged flood periods the land ean be utilized for neither pasture nor 
the raising of crops. 
lhe Bureau of Reclamation controls the Yakima River [t determines hows 
ich water shall be allowed to run inits channel. It sells this water to the various 


water users. Yet, in spite of all this it disclaims responsibility for its acts, states 
I is hi i i ‘bi vy and dictatorially 














and deliberately ruins the lands of some farmers alo the upper channels of the 
river in order to make an increased volume of water available for sale to other 
farmers along t lower reac! f the river 
We know that you as our representative have heen doing vour best to assist 
isin baving th l! { medied We fee]. however, that if mav not 
ive been brought { f Senators Cain and Magm nand tk ther 
representatives from our State of Washington We are therefore enclosing news- 
paper clippings which will verify our account of the situation (And, to refresh 
your memory and to make the situation clear to our other Senators and Repre- 
( lives hall bri v relat the stor ot nrovler 
Prior to the vear 1995 our lands acquired water rights in the Yakima River 
arned by the labor of pioneers in hand clearing and irrigating, turning into 
productive farm land what was once a wilderness. \fter that time, the State of 
Vashington assumed control, and in 1931 permit No. 98, effective as of Mav 10, 
1905, was granted to the United States Bureau of Reclamation to store water in 
Lakes Keechelus, Kachess, and Cle Elum for irrigation, domestic, and power 
ses Since that time tl has regulated and controlled 
th rmount of water in t! 
he Bureau has adop rin the above reservoirs and 
leasin ese waters d mer months, selling them to 
farmers for irrigation purposes. river level at an unnaturally 
high level during the spring and summer months, keeping a great part of our farms 
yntinuously inundated during the periods when they in previous years were 
normally put to productive use. We are thus deprived of the use of the greater 
part of our farms, to our great financial loss. There is thus a taking and con- 
fiscating of our property without due process of law and without compensation of 
i 1 to us 
We have taken up the maiter with the Reck Bureau, 
h its representaiives, has maintained a con torial 
} It i tatorial in that the Bureau each of addi- 





d more ot 


ve are told by men such as Mr. Paul Vavlor, Bureat 


aters, floods and erodes more ¢ 





Yakima 











office, it “We rate strictly for the benefit of the men who pay siorage and 
water cost the reclamation ‘mers.’ Implving, of course, that we farmers 
whose lands are damaged by their policies will just have to e it and like it 
(As ‘Ta ! 1, ‘The \ wanted to know hat I was going to do about it. 
I told tl hing’. We feel that we do not have to take it and we do not 


have to lik t and we feel hat as citizens and ta mavers we have the righ oO 
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petition our Government to do something about it and the right to expect that 
our Government will do something about 
In an obvious attempt to shift responsibility, Tavlor stated at the flood 


condition resulted merely from debris piled up in the river, and at ‘‘a | loze 








I 
could clear the channel block in a few hours.” He thus implied i local prob- 
lem. Yet, when the problem was investigated by the proper e1 eers during 
the flood-control project program of 1949 and 1950, the United Sta engines 
authorized flood-control projects in many places in the K Va 
Yakima River, but rejected our request for protection and flood contr ‘ ‘ 


ground that the estimated cost, about $50,000, was excessive in view of the 1 1e 
of the land to be protected. 











We feel that if the Government is going to take our land away fro us it should 
pay us for it by proper condemnation method: nder our America 
it is no less a crime for the Government to take property without due process and 
prop r compe nsation than it would be ior a priva ndiy lua to dott <A! 
VI | eau aintains the attitude tl tt liable for 
poicies wreck; that it can skim off the protits of | iter sales wit] paving tor 
the cost of its operations 
Wi appt al to VOU Csp cially for pro pt ac mm now ’ I Bureau is plar 
to open up an additional 26,000 acres of land to ir ition by waters of the Ya ‘ 
River which must come from the three res rs above r farn We have our 
life earnings invested in these farms, and our bread and butter con 
So Ou Cal ho ! lol'a i = 
finitely smal ( ul itional | 
problem is of i ) losed ) Aug 
7, 1949 e Ya Su Hera 
Jur 7. LO48, uly Jt ! 19 QS iD 2% 1u4 , 1 July , 
1050, issus | ( i’ il | 
roborats nl 
We thar ( 1 yur na We 
know that ui { ! O 
the attention of our Washington State = itors and the her \W ton State 
tepresentatives, and that among vou a pla by ed and ; m take 
We ask that a bill be introdueed in Congres to reimbur for o and that 
prompt action be taken to proteet or to purchase r farr 
The re presentatives of he Bureau of | t 
positior » dicta » US ho are but sma ( 1 
“ ctat your 4 ressmet 
Respectfully yours 
( 
/ / 
' 
\ 
f RB 
S E oF W . 
Dewe J. Crites, Jack Mavyta, and J Ce ee 
sworn, fe f deposes and say | \ i i y 
le r | Wes cont s there and 3 
| il I t aliar ! pe . 
ed t and are i i | ( i i rhe 
et ortn 
rss ] 
J \I 
1 1 
J i \ 
Subseribed and sworn to before me this 22d 
IsBAl! . } 
\ f ~~ 


commission expires September 15, L951 
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OcToOBER 12, 1950. 
Hon. Hat HouMEs, 


Washington, D. C. 


Dear Mr. Howtmes: From time to time the Soil Conservation Service, operat- 
ing through the Cle Elum soil conservation district, has been called on to assist 
farmers in the Teanaway area with the problem of flood control. 

The three farms, belonging to D. J. Crites, Jack Mayta, and James Willette 
are the farms on which the problem is worst. The situation is completely beyond 
the financial ability of these farmers, individually or collectively, to remedy. 

The flooding which continues throughout the irrigation season, has all but 
rendered these three farms useless. The Crites farm, consisting of 120 acres, 
has approximately 7 acres of usable land. The Mayta farm, with 92 acres of 
land affected, also has roughly 7 acres of usable land. The James Willette farm 
of 30 acres has only 3 acres of land that can be used. 

Not all the unused land is covered by water during the irrigation season, but 
the numerous channels of floodwater which cross the farms make the remainder 
of the land inaccessible. 

‘hese farms have good productive soil, and are in an area of comparatively 
high priced land. The extent of loss suffered is indicated by the decline in yield 
of alfalfa on the Mayta farm. Mr. Mayta harvested 128 tons of hay prior to 
the period of flooding. Now he harvests less than 30 tons. 

It seems unlikely that a program of flood control that will prove effeetive will 
be undertaken by any agency of Government. It is also obvious that these far- 
mers cannot continue to make a living from these farms under present conditions. 

In our onvinion these farms are worth on the market, if the flooding were con- 
trolled, at least the following amounts: D. J. Crites farm of 120 acres, $18,000; 
the Jack Mayta farm of 92 acres affected, $17,000; and the James Willette farm 
of 30 acres, $12,000. Comparable land in the immediate vicinity is selling for 
from $250 to $409 per acre, depending on location. 

The annual crop damage, or loss, to these farmers for a period of a ecom- 
paratively few years are in excess of this amount. Mr. Crites can demonstrate 
a $1,500 per year crop loss; Mr. Mayta a $2,000 annual loss; and Mr. Willette a 
$1,500 loss. Mr. Willette’s farm is smaller, and was used as an intensive poultry 
operation until flooding foreed him to abandon the enterprise. These losses 
have occurred for four consecutive years and will continue indefinitely. 

I trust that this information will be of some help to you in considering the 
claims presented to vou by these farmers. 

Very truly vours, 
Crem McCormac, 
District Conservationist 


Cie Evtum, Wasn., December 14, 1950 
Hon. Hat Homes, 
United States House of Re presentatine 8, 
Washington, D. C. 

Dear Mr. Houmes: Mr. James T. Willette one of the farmers in the Tean- 
away area where the flood problem is under consideration has asked me to write 
you regarding ny knowledge of the value of his land. 

I have lived in this lecality for many years and have tried to keep up to date on 
land values. 

f it were not for the flood conditions there I believe the value on this property 
at the present time not less than $150 and not more than $200 per acre 

Hoping this may be of value to you. 

Sincerely, 
\nrreED J. HANson 


Cie Exvum, Wasu., December 19, 1950 
Hon. Hat HoumEs, 


Washington, Df: 
Dear Str: I have lived in this community for several years and somewhat 
familiar with Mr. Dewey Crites’ problems. At present am farming but have 


followed building construction at times. 

I believe that at the present prices of labor and material it would cost at least 
$9,000 or $10,000 to replace the improvements on Mr. Crites’ farm Will be 
glad to be of any help to you at any time 

Yours sincerely, 


R. O. BALLARD 





~ 


DEWEY J. CRITES, JACK MAYTA, AND JAMES WILLETTE 


ELISNSBURG, Wasu., November 16, 1 


Hon. Hat Homes, 
Wash ngion, D>. ¢ 


Dear Mr. Houmes: I have had some of Jack Maytas property for sale and am 





somewhat familiar with the flood dam Oo! e 92-ac1 rac \ betwee! ( 
railroad and the Yakima River. I h: not, however ee I x to sell this 
particular tract as the flood situation there makes it quite unselabl 

The soil in this tract is of a very good, high-productive t prior to this 
flooding of the last few vears it would produce good alfalfa and other ere Now 
the tract is cut up with various channels of water making some of it Cee | 
and where it isn’t actually flooded the water table now rema o high that the 
land stavs too wet to grow anything successfully r} ( tion see! t et 
worse each vear, and has kept spreading over more land pres rie 


there remains only about 7 acres of farmable land 

I do not know the exact. extent of Mr Mayta’s financial loss from the difference 
in production now and before this flooding beg: adi { 
the damage for a period of years amounts to thousands of dollars 








Farm land of this type should sell for $200 per acre, and up, in this locality, | 
as I mentioned before, in its present condition the land is practically unsalal 


I trust this letter will be of value in adjusting the claim made by Mr. Mayta 


Sincere ly vours, 


WAYNE ‘TURLEY. 
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Juty 1, 1952._-Committed to the Committee of the Whole House an 


ordered to he prir ted 


Mr. Jonas, from the Committee on the Judiciary, 
submitted the following 


REPORT 
{To accompany H. R. 4755] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 4755) for the relief of Mrs. Emily Wilhelm, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

Page 1, line 6, after the sign ‘$’’ strike out the bill down to the 
colon in line 8, page 2, and insert in lieu thereof: 

5,000 as a gratuity for the death of her son Gerhart Wilhelm corporal United 
States Marine Corps (305908) who was killed as the result of enemy action in 
line of duty on November 2 1942 in the Britis] 


1 Solomon Islands. 

The purpose of the proposed legislation is to pay the sum of $5,000 
to Mrs. Emily Wilhelm of St. Louis, Mo., as a gratuity for the death 
of her son, Gerhart Wilhelm, corporal, United States Marine Corps 
(305908), who was killed as the result of enemy action in line of duty 
on November 2, 1942, in the British Solomon Islands. 


STATEMENT OF FACTS 


It appears that Corporal Wilhelm wrote his mother on October 1, 
1942, in which he stated: 


While I think of it, | want you to check on n 


ny Insurance policy to see whether 


its any good in the following cases: In event of enemy invasion of the U.S In 
event of an accident overseas; in event of an accident involving flying. If it 
doesn’t cover all those you may as well drop it as I have taken out a $10,000 gov- 


ernment policy that covers any eventuality 


MRS. EMILY WILHELM 3 





2 MRS. EMILY WILHELM 


And again he wrote his mother, dated October 12, 1942, as follows: 
Whenever you do start getting it tho— 
Referring to an allotment— 


Be sure and let me know that it is getting there okay, and do the same about 
the insurance policy. 

However, after he was killed, an application for insurance could 
never be found, and therefore no compensation has ever been paid his 
parents for his death. It is the opinion of the committee that due to 
these circumstances the sum of $5,000 should be appropriated for 
their relief. 

Under similar circumstances H. R. 2962, a bill for the relief of Mrs. 
Maude 5S. Burman, was enacted and became Private Law 633 of the 
Lighty-second Congress, approved by the President May 21, 1952. 

Therefore, favorable consideration of this bill is recommended. 





VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., August 23, 1951. 
Hon. EMANUEL CELLER, Chairman, 
Committee on the Judiciary, House of Representatives, 
Washington 25, D.C. 

Dear Mr. Cetter: Further reference is made to your request for a report by 
the Veterans’ Administration on H. R. 4755, Eighty-second Congress, a bill for the 
relief of Mrs. Emily Wilhelm, which provides as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to Mrs. Emily Wilhelm, 
of Saint Louis, Missouri, the sum of $10,000, representing the amount which the 
said Mrs. Emily Wilhelm would have received, as beneficiary under a policy of 
national service life insurance in the amount of $10,000, if Gerhart Wilhelm, 
corporal, United States Marine Corps (805908), deceased son of the said Mrs. 
Emily Wilhelm had applied for and been granted such policy under the provisions 
of the National Service Life Insurance Act of 1940, had paid premiums, and had 
designated the said Mrs. Emiiy Wilhelm as sole beneficiary of such policy. The 
death of the said Gerhart Wilhelm as a result of enemy action in the line of duty 
on November 2, 1942, in the British Solomon Islands and his sudden departure 
from the continental United States shortly prior thereto, did not permit registry of 
application for such policy: Provided, That no part of the amount appropriated 
in this Act in excess of 10 per centum thereof shall be paid or delivered to or re- 
ceived by any agent or attorney on account of services rendered in connection with 
this claim, and the same shall be unlawful, any contract to the contrary notwith- 
standing. Any person violating the provisions of this Act shall be deemed guilty 
of a misdemeanor and upon conviction thereof shall be fined in any sum not 
exceeding $1,000.” 

This bill is similar in purpose to H. R. 5969, Eightieth Congress 
pending before your committee at the close of that Congress. 

Kvidence of record in the Veterans’ Administration discloses that Gerhart 
Wilhelm (XC-3119552) enlisted in the United States Marine Corps March 4, 
1941, served in this country until October 13, 1942, when he embarked at San 
Diego, Calif., for foreign dutv. He disembarked at Noumea, New Caledonia, 
on October 30, 1942, and was killed in action on November 2, 1942. 

In a letter dated February 27, 1943, Mis. Emily Wilhelm, the mother of the 
serviceman, made inquiry of the Veterans’ Administration regarding her entitle- 
ment to payment of national service life insurance. She was informed by letter 
dated March 11, 1943, that a thorough search of the records of the Veterans’ 
Administration failed to disclose any application by Gerhart Wilhelm for national 
service life insurance, and that the United States Marine Corps Headquarters 
advised the Veterans’ Administration no application for insurance or allotment 
for payment of premiums by the serviceman could be found. 


, Which was 


4 MRS. EMILY WILHELM 


MRS. EMILY WILHELM 3 


Subsequently, Mrs. Wilhelm submitted photostats of two letters froia her son, 
The first of these letters, dated October 1, 1942, insofar as here material, reads 
as follows: 


‘ * * While I think of it, I want vou to check on mi surance police 
to see whether its any good in the followi ca Ini ¢ t of enemy invasio 
of the U. S.; in event of an aecident ov ws; il ent of an accident involving 





flying. If it doesn’t cover all those vou may as well drop it as ] have taken o1 
a $10,000 Government policy that covers any eventuality ve 
The pertinent part of the second letter, dated October 12, 1942, reads 


2 as 
follows: 

as * Also I’m taking out an allotmu hit whit how 1] sel | S50 a mor th Lo 
you but I don’t imagine you will receive any of that until after the first of Novem- 
ber. Whenever you do start getting it tho, be sure and let me know that s 
getting there okay, and do the same about the insurance policy 

The records of the Marine Ci rps show that the $50 allotment referred to in the 





Mi 

serviceman’s letter of October 12, 1942, was properly executed and payment w 
made for November 1942. As previously stated, however, there is no record of 
an insurance application or authorization for deduction of premiums from active 
service pay. 

The Veterans’ Administration has made a very extensive investigation in an 
attempt to obtain some evidence that the serviceman appHed for national s 

tr 


i 


life insurance. Inquiries have been directed to the Commandant and the |] 
master, United States Marine Corps, the General Accounting Office, and, i 
addition, to 34 officers and enlisted men who cither served with Mr. Wilhelm 
or who might have had knowledge of an application for national service life 
insurance, if such was made by him. Of the replies received, none 
evidence tending to show the serviceman had ever applied for na 
life insurance. Further, the Veterans’ Administration has attempted to locate 
the report of any physical examination of the serviceman which might have been 
made for insurance purposes. In accordance with the provisions of the National 
Service Life Insurance Act of 1940, as amended, any application for ‘national 
service life insurance made by Gerhart Wilhelm, subsequent to April 19, 1942, 
should have been accompanied by a report of a physical examination showing 
his condition of health, and it is reasonable to infer from the exe rpt of the service- 
man’s letter dated October 1, 1942, that he did not apply for insurance prior to 
April 20, 1942. No record ef a physical examination for insurance purposes has 
been found. 
In a letter dated March 138, 1951, the United States Marine Corps advised the 
Veterans’ Administration that after careful consideration and study of the facts 
in this case, the Marine Corps Headquarters was of the opinion that the sery 
man did execute a valid application for national service life insu 
stationed at the Naval Air Station, San Diec®, Calif., and, accordingly, an adminis- 








trative allotment had been established by the Marine Corps exvcrins payment of 
premiums en $10,000 national service life insurance, effective September 1, 1942, 
and stepped with no payment made to the Veterans’ Administration In its letter 
the Marine Cerps expressed the belief that “in view of the individual’s locati 
and existin® conditions at the time application was made, the applicati 
insurance and related papers were lost or destroved due to the exicencies of war 
The above-quoted lancuace is the standard phraseology used by the service 
depertment whenever an administrative allotment is established and forwarded 
to the Veterans’ Administration for consideration. In this particular case t 
use ‘f this lancuace is dificult to understand since it is claimed that the serviceman 
applied for insurance while stationed at San Diexo, Calif. San Dieeo, Calif., is 
a permanent naval installati n located within the continental limits of the United 
States. There is n> evidence t> show that business was conducted at that instal- 
lati nin cther than anormal, efficient manner. Furthermore, there is no showing 
that there was ever a breakdown of communications between that installation 
and the Veterans’ Administration. Therefore, the reasenine based on the indi- 
vidual’s lecation and exicencies of war cannot be eoneurred in. The letter from 
the Marine Corps also enelosed affidavits or letters from six of the serviceman’s 
compani‘¢ns in service. None of these individuals bad any personal knowledge 


} 
eo 


of any application having been executed er submitted by the servicemar Such 
affidavits cr letters merely contained duplicate information of that already in the 
file. Therefore, since there was no new evidence that the serviceman did apply 
for insurance during his lifetime, the previous decision denying the claim was 
affirmed by the Veterans’ Administration 
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It may be noted that the bill states, in part, that 

= ’ The death of the said Gerhart Wilhelm as a result of enemy actior 
in the line of duty on November 2, 1942, in the British Solomon Islands and his 
sudden departure from the continental United States shortly prior thereto, did 
not permit registry of application for such policy: * * *” 

The Veterans’ Administration does not have any information concerning the 
circumstances surrounding the departure of this serviceman from the United 
States. However, in this connection it may be noted that Mr. Wilhelm ‘served 
more than 19 months within the continental limits of the United States during 
which time he could have applied for national service life insurance As hereto- 
fore stated, the evidence of record fails to show that he so applied 

H. R. 4755 proposes to authorize and direct the Secretary of the Treasury to 
pay Mrs. Wilhelm the sum of $10,000, alleged to represent the amount which she 
would have received had the serviceman applied for and. been issued national 
service life insurance, had it been in force at the time of his death, and had she 
been designated as sole beneficiary thereunder. It is noted, in this connection, 
that since the serviceman died prior to August 1, 1946, in the event there had been 
insurance in force at the time of his death, settlement would not have been made 
in a lump sum, as this type of settlement is not authorized with respect to insur- 
ance contracts maturing prior to August 1, 1946. In such event, settlement would 
have been made by a number of monthly installments pursuant to the provisions 
of section 602 (h) of the National Service Life Insurance Act of 1940, as amended. 

The effect of the bill would be to pay a gratuity of $10,000 to Mrs. Wilhelm, 
The Veterans’ Administration is not aware of any justification for the payment 
of suchagratuitv. EKnactment of the proposed legislation would be discriminatory 
in that it would single out the case of Mrs. Wilhelm for special legislative treatment 
to the exclusion of other individuals who are unable to establish their right to 
insurance benefits before the Veterans’ Administration, and fail to seek judicial 
determination of their claims. Further, enactment of the bill might be a prece 
dent for requests for like treatment in similar cases. 

The Veterans’ Administration does not believe that private bills of this nature 
should receive favorable consideration. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee. 

Sincerely vours, 
Oo. W. CLARK. 
Db puy ldmirnis rator 
For and in the absence of the Administrator 


OcToBER Ist, 1942 [Thursday eve.] 


Dear Mom, Dap, AND WavteR: Thanks for your last two letters which I received 
today. One was addressed to Santa Barbara and the other here to the school. 

Well, there is really not much news from here except that our squadron is sched-~ 
uled to ship out in about a week so I thought I would tell vou not to be surprised 
if mv suitcase comes home. I think I'll send my blue uniform, skates, and other 
things that I wont be needing. Anything in there, such as socks or underwear, 
if it fits, tell Dad he should wear it as I have plenty, and can always get more 
You see, we are only allowed to take a certain amount of baggage along, and 
besides I doubt if there will be any roller skating where we are going. Naturally, 
no one knows where we will go but of course in such cases there are always rumors. 
We all are of the opinion that we will go, out to occupy the air field the Marines 
captured in the Solomons, but even after we get where we are going, I won't 
be allowed to tell you where Lam. So you will just have to wonder until I get 
back. I should surely get a furlough then. Once we are there, and you read 
about Marine dive bombers in action, you can be sure that I'll be in there giving 
them a little h : 

Boy, I’m really fixed up with equipment now. Besides the regular pack, I have 
a Reising submachine gun, machete, .45 automatic pistol, new type helmet, and 
flying gear that would be the envy of many a guy. I have the regular fur-lined 
flight jacket, helmet, polarized goggles, fur-lined boots for high altitudes, and 
corduroy flying coveralls. I sure hope that I will be allowed to keep all that but 
I’m not sure. I have an extra pair of goggles that I'll send along for Walter; he 
ought to like them; and if I can get my hands on one, I'll send him a helmet, too, 
but that mav have to wait a while. I hope that sometime I'll be able to get a 
picture taken of myself in full flight gear, and maybe my ship, too. Incidentally, 
what do vou think its number is—yeah, that’s right—celeven. 
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While I think of it, I want you to cheek on my irance pol to see wl 
it’s anv good in the following cases: In ever f enemy invasion of the U. S 











in event of an accident Overseas; in event cf fl 
it dcesn’t cause all those you may as well drop ‘ ive ta t a $10.000 
Crovernment pOLey that covers any ever 
shouldn’t worry about me, and remember that no 1 3 is ‘ f 
thing the Govt. does in case of an accident is notify your next of Phere may 
be times wl I can’t write or something like 
take a good while getting there, so den’t let that wv \ \ ( f 
all my mail and yours will be censored so just dor 
misconstrued 

I never did tell vou, but I knew I would be shipped o en ] 
to go to the gunnery school, but I thought it best not ava | ‘ 
sure. I've beer tching for the chance ar 

I saw the Capt. the other dav and asked him about the 4 
Marine Corps is having them made now ‘ | ( | 
Also, I’m geltting a dip Ona from the schoo \s ) a ( 
made out, I think I'l! send it home, too, along \ mv other 

This may just be wishful thinking but I dor : \ take 
to make sergeant down here: in fact, | mav even be <taff se vhen | 
again. Iam not bragging when I say that I a he best radioma 
ron, because most of the others have had little | nee and? e have 
Bellevue. 

Bov, I’ve sure got mm) fill of dive bombing iha a ve do a ia long i 
it’s sure hard on vour ears. Today we did high-a ie bombing, diving 
down from 20.000 feet to 2.000. Believe me i wn experience You fee 
vour head is going to explode while you're in the d t it.doesn't last 
Well, that’s about all the room I have so I 

So lor g for now 

Lov 
i> > 

Dear Mon Dat \ WALTEI \\ 1) | 
last opportunit | ive to wi i ( 
l received r airmail lette | iy 
but we hay Pere Wor sO Kk i rd I ’ 

ou know ling a vear’s sup ) ( r 
If vou hap »see Harvey t ] rite 
is it’s heen several months since Ive writ 

Thanks a lot for that last lett SUI id { 
hear that Walt colles g SCTAI nnd at | 
diplomas wid alse Pr « pora 
that I de hit | i Q for ra \ 





of November Whenever vou do start gett y it t i} i 
it is el ! there OoKAy i 1 do the Al about ( 

We wil! most likelv go up to Sar Franei hef 
libertv there I'll send vou a card, but I doubt | our next stop v prol- 
ablv be Pearl Harbor and after that ? 

We are not doing any more flving now as we pped our planes last Friday, 
but I wish vou could see how well I can flv a plane ever la e gunners 
get at least | hour of “‘stick time” so in case tl ts | I t he 
plane home. You see We have dual ecorTtrol ] ! Is that 
has a throttle sti k and rudder cont? Is W ¢ ) to een a } 

| bought a small camera as we are allowed t one along o1 e ¢ 
them till we arrive at our destination I don’t ) rhe er | be a e Ul ( 

nv pictures home, but at least vou can bet | have ( 1 I 
back. 

I guess the best thing to do this vear is just for i ( = 
as there is reallv no use in vour sending any ¢ out there, and I kn larned 
well that I won’t be able to buy anvthing for 4 f Da i 


Nov. 24th, vou just take a nice hunk of dust out « hat Ia ending 
something vou would like to have 
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Well, I guess that’s about all for now l am sending this airmail as I am behind 
on letters, and I’m enclosing $100. The other stuff will come by regular mail. 
Well, so long for now. 





Love. 
GER. 
P. S.—I’ll be back in a vear so don’t be losing any sleep or do any worrying 
about me. I guess you know when we come back the war will be won. 


PRIVATE Law 6§33—-S2p CoNGREss| 


[CHAPTER 313—2D SESSION} 


AN ACT For the relief of Maude 8. Burn 


Be iwteenacts / by the Senate and llouse of Re presentatives of the United slates of 
Ly ca Congress assembled, That the Seeretary of the Treasury is authorized 
and directed to pay, out of anv money in the Treasury not otherwise appropriated, 
to Mrs. Mande S. Burman, of Hamilton, New York, the sum of $5,000 as a gratuity 
for the death of her husband, Lieutenant Frank Winfield Burman, United States 


Naval Reserve, who died on July 14, 1942, while on active duty: Provided, That 
no part of the amount appropriated in this Act in excess of 10 per centum thereof 





shall be paid or delivered to or received by anv agent or attorney on account of 
services rendered in connection with this claim, and the same shall be unlawful, 
ny contract to the contrary notwithstanding. \nv person violating the pro- 
} bins 

LIon 


sions of this Act shall be deemed guilty of a misdemeanor and upon convic 
| be fined in anv sum not exceeding $1,000 


thereof shall 


\pproved Mav 21, 1952 


O 
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JULY i 1952 Committed to the Committee of the Whole House and ordere 


be pl inted 


Mr. Lang, from the Committee on the Judiciary, submitted the 


following 


REPORT 


[To accompany H. R. 5376) 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5376) for the relief of the estate of Rene Weil, having con- 
sidered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 6, after the figures strike out “, together with interest 
compounded at the rate of 6 per centum per annum from February 1, 
1944”, 

The purpose of the proposed legislation is to pay the sum of $2,927.23 
to the estate of Rene Weil, in full settlement of all claims of said estate 
against the United States for refund of overpayments in Iederal 
estate tax which were made on July 30, 1943, and February 1, 1944. 


STATEMENT OF FACTS 


On July 30, 1943, the sum of $4,202.50 (with interest in the sum o 
$9.80) was paid on account of Federal estate tax, 

On February 1, 1944, a deficiency in Federal estate tax, amounting 
to the sum of $1,188.43, was paid (with interest in the sum of $38.62 

On November 28, 1944, a 30-day letter was addressed by the Bureau 
of Internal Revenue to the estate, claiming a deficiency in Federal 
income tax in the sum of $25,257.08, for the fiscal year of the decedent 
ending March 31, 1942. 

On February 26, 1946, a second 30-day letter was addressed by the 
Bureau of Interral Revenue to the estate, claiming a deficiency in 
Federal income tax in the sum of $30,372.12, for the taxable period 
from January 1, 1942, to April 17, 1942 (the date of death of the 
decedent). 








ESTATE OF RENE WEIL 


The income tax deficiency asserted by the Bureau of Internal 
Revenue was contested by the estate, and negotiations were con- 
ducted with representatives of the Bure "vu of Internal Revenue for the 
purpose of contesting assessment of said deficiency or effecting a settle- 
ment thereof, if such settlement could be effected upon terms deemed 
satisfac tory to the estate. (It should be noted that the income -ti 1X 
deficiency involved the deductibility of certain alleged ‘war losses 
under section 127 of the Internal Revenue Code and that the deter- 
mination of such deficiency required the determination of complicated 
issues of fact.) 

Before any determination had been made with respect to the lia- 
bility of the estate for payment of the alleged tax deficiency in Federal 
income tax, and before payment of any part of said deficiency had 
been made, the statutory period within which a claim for refund of 
Federal estate tax could be made, expired (the date of expiration 
of said period being February 1, 1947). 

Subsequent to February 1, 1947, negotiations for settlement of 
said income-tax deficiency continued, and on November 12, 1947, a 
formal offer was submitted on behalf of the estate to settle said 
deficiency asserted for the taxable period from January 1, 1942, to 
April 17, 1942, for the sum of $9,856.98. 

In the belief that _— offer would be accepted, a claim was filed 
on November 26, 1947, for refund of Federal est: . tax, in the sum 
of $1,881.70, the amount of such refund being computed by deduct- 
ing said amount of $9,856.98 as a liability of the decedent, pursuant 
to section 812(b) of the Internal Revenue Code and Regulations 
1M5. section 81.37 

Subsequently, said offer was re je cted, and on May 18, 1949, a new 
offer of settlement was accepted by the mareny of Internal Revenue. 
Pursuant to this new offer, the income-tax deficiency for the taxable 
period from January 1, to April 17, 1942, was settled by payment of 
the sum of $15,186.06 (with interest in the sum of $5,809.43). Such 
payment was made by two checks, one dated August 4, 1949, in the 
sum of $20,000, and the second dated October 26, 1949, in the sum 
of $995.49. 

Prior to said payment in settlement of said deficiency, a request was 
made on behalf of the estate, bv letter addressed to the Bureau of 
Internal Revenue, dated April 14, 1949, for consent to offset the 
overpayment of Federal estate tax against the Federal income-tax 
deficiency. This request was denied. 

Based upon the deficiency in Federal income tax paid by the estate, 
and upon a deficieney in New York State income tax in the sum of 
$2,661.32, which was assessed by the State of New York for the fiscal 
vear of the a ending March 31, 1942, an amended claim was 
filed on May 4, 1950, for refund of Federal estate tax in the sum of 
$3,113.52 ribet: of in the sum of $1,881.70, as stated in the original 
claim for refund) 

Thereafter, negotiations were had with representatives of the 
Department of Taxation and Finance of the State of New York, and 
the asserted New York State income-tax deficiency was compromised, 
and on March 21, 1951, said deficiency was settled by payment of the 
sum of $1,330.66, with interest in the sum of $459.08. (Assessment of 
deficiency in New York State income tax for the taxable year of the 
decedent ending March 31, 1942, was first made by letter dated June 
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rhe Director, Bureau of the Budget, has advised the Treasury Depar ent 
that there is no objection to the presentation of this report. 
Very truly yours, 
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ESTATE OF RENE WEIL 


Juxuy 1, 1952.—Committed to the Committee of the Whole House and ordered t« 


be printed 


Mr. Lane, from the Committee on the Judiciary,” submitted the 


following 


REPORT 


> ~ 


[To accompany H. R. 5376} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5376) for the relief of the estate of Rene Weil, having con- 
sidered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 6, after the figures strike out ‘‘, together with interest 
compounded at the rate of 6 per centum per annum from February 1, 
1944”’, 

The purpose of the proposed legislation is to pay the sum of $2,927.23 
to the estate of Rene Weil, in full settlement of all claims of said estate 
against the United States for refund of overpayments in Federal 
estate tax which were made on July 30, 1943, and February 1, 1944. 


STATEMENT OF FACTS 


On July 30, 1943, the sum of $4,202.50 (with interest in the sum of 
$9.80) was paid on account of Federal estate tax. 

On February 1, 1944, a deficiency in Federal estate tax, amounting 
to the sum of $1,188.43, was paid (with interest in the sum of $38.62). 

On November 28, 1944, a 30-day letter was addressed by the Bureau 
of Internal Revenue to the estate, claiming a deficiency in Federal 
income tax in the sum of $23,257.08, for the fiscal year of the decedent 
ending March 31, 1942. 

On February 26, 1946, a second 30-day letter was addressed by the 
Bureau of Interral Revenue to the estate, claiming a deficiency in 
Federal income tax in the sum of $30,372.12, for the taxable period 
from January 1, 1942, to April 17, 1942 (the date of death of the 
decedent). 
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The income tax deficiency asserted by the Bureau of Internal 
Revenue was contested by the estate, and negotiations were con- 
ducted with representatives of the Bureau of Internal Revenue for the 
purpose of contesting assessment of said deficiency or effecting a settle- 
ment thereof, if such settlement could be effected upon terms deemed 
satisfactory to the estate. (It should be noted that the income-t: 1X 
deficiency involved the sales tibility of certain alleged ‘war losses 
under section 127 of the Internal Revenue Code and that the deter- 
mination of such deficiency required the determination of complicated 
issues of fact.) 

Before any determination had been made with respect to the lia- 
bility of the estate for payment of the alleged tax deficiency in Federal 
income tax, and before payment of any part of said deficiency had 
been made, the statutory period within which a claim for refund of 
Federal estate tax could be made, expired (the date of expiration 
of said period being February 1, 1947). 

Subsequent to February 1, 1947, negotiations for settlement of 
said income-tax deficiency continued, and on November 12, 1947, a 
formal offer was submitted on behalf of the estate to settle said 
deficiency asserted for the taxable period from January 1, 1942, to 
April 17, 1942, for the sum of $9,856.98. 

In the belief that this offer would be accepted, a claim was filed 
on November 26, 1947, for refund of Federal estate tax, in the sum 
of $1,881.70, the amount of such refund being computed by deduct- 
ing said amount of $9,856.98 as a lability of the decedent, pursuant 
to section 812(b) of the Internal Revenue Code and Regulations 
1N5. section 81.37. 

Subsequently, said offer was rejected, and on May 18, 1949, a new 
offer of settlement was accepted by the Bureau of Internal Revenue. 
Pursuant to this new a the income-tax deficiency for the taxable 
period from January 1, to April 17, 1942, was settled by payment of 
the sum of $15,186. 06 (with interest in the sum of $5,809.43). Such 
pavment was made by two checks, one dated August 4, 1949, in the 
sum of $20,000, and the second dated October 26, 1949, in the sum 
of $995.49. 

Prior to said payment in settlement of said deficiency, a request was 
made on behalf of the estate, by letter addressed to the Bureau of 
Internal Revenue, dated April 14, 1949, for consent to offset the 
overpayment of Federal estate tax against the Federal income-tax 
deficiency. This request was denied. 

Based upon the deficiency in Federal income tax paid by the estate, 
and upon a deficiency in New York State income tax in the sum of 
$2,661.32, which was assessed by the State of New York for the fiscal 
year of the decedent ending March 31, 1942, an amended claim was 
filed on May 4, 1950, for refund of Federal estate tax in the sum of 
$3,113.52 (instead of in the sum of $1,881.70, as stated in the original 
claim for refund). 

Thereafter, negotiations were had with representatives of the 
Department of Taxation and Finance of the State of New York, and 
the asserted New York State income-tax deficiency was compromised, 
and on March 21, 1951, said deficiency was settled by payment of the 
sum of $1,330.66, with interest in the sum of $459.08. (Assessment of 
deficiency in New York State income tax for the taxable year of the 
decedent ending March 31, 1942, was first made by letter dated June 
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26, 1945, but determination of this deficiency had been deferre 


‘ 
pending determination of the Federal income-tax deficiency, which 
involved the Same issues 

On March 9, 1951, a letter was received by the esta from. the 
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The Director, Bureau of.the Budget, has advised the Treasury Department 
that there is no objection to the presentation of this report. 
Very truly yours, 
Tuomas J. Lyneu, 
Acting Secretary of the Treasur /. 


SLATTERY & GUTHMAN, 
Woodward Building, Washington, dD. C.. May 9, 1952, 
Hon. F. R. Coupgrrt, Jr., 
House of Representatives, Washington, D.C. 

Dear CONGRESSMAN CouDERT: We have examined the copy of the letter dated 
April 21, 1952, addressed by Mr. Thomas J. Lynch, Acting Secretary of the Treas- 
ury, to Hon. Emanuel Cellar, chairman, Committee on the Judiciary, concerning 
H. R. 5376, a bill for the relief of the estate of Rene Weil, which letter you kindly 
forwarded to me under date of April 29. 

For the convenience of the committee, I enclose herewith a résumé of the facts 
relating to claim for refund of the Federal estate tax in the instant matter. 

In Mr. Lynch’s letter, he indicates that the legislative relief sought by us should 
not be granted except in the case of “‘special circumstances.’ The enclosed 
résumé, we respectfully submit, fully establishes such ‘‘special circumstances.”’ 

The time within which to file claim for refund of Federal estate tax expired on 
February 1, 1947. At that time, it had not been determined whether any defi- 
ciencies in Federal or State income tax would be payable by the estate for any 
period prior to the decedent’s death. It was not known at that time whether 
the estate would be liable for payment of any such deficiencies, and if so, the 
amounts thereof. On February 1, 1947, and for some period subsequent to that 
date, these deficiencies were being contested by the estate in negotiations with 
the tax authorities. With respect to the deficiency in Federal income tax, the 
first offer of settlement was submitted by the estate on November 12, 1947, and 
the final offer of settlement was not accepted until May 18, 1949. With respect 
to the deficiency in New York State income tax, the amount thereof was not 
fixed until on or about March 21, 1951. 

It should be noted that the deficiencies in Federal and New York State income 
tax involved the deductibility of certain alleged “war losses’’ and that the deter- 
mination of the deductibility of these items required the determination of com- 
plicated issues of fact. 

There was no right to receive refund of Federal estate taxes until long after 
February 1, 1947, on which date the time to file claim for refund thereof expired. 
It is grossly inequitable to deprive the estate of the refund to which it is clearly 
entitled because of the fact that the right to such refund did not arise until after 
the statute of limitations had run. 

The right of the estate to refund of Federal estate tax is based on overpayment 
thereof and there certainly could be no overpayment thereof until 


it had been 
determined that the estate was liable for payment of deficiencies in Federal and 
New York State income tax for a period prior to the decedent’s death. Such 
determination was not made until some time after February 1, 1947 

It should be noted that by letter dated April 4, 1949, the estate sought to offset 
the overpayment of Federal estate tax against the Federal income-tax deficiency 
but this request was denied. If legislative relief is not granted, the estate will be 
conclusively deprived of the tax adjustment to which it is entitled. 

We do not understand Mr. Lynch’s statement that ‘The Treasury Department 
has no knowledge of such deductions, none having been claimed on the return, nor 
whether if such tax payments were in fact made, they were of the type properly 
allowable as a deduction under the above code section.”” The Treasury Depart- 
ment was clearly apprised of these deductions in the claims for refund of the estate 
tax filed on November 26, 1947, and on May 4, 1950. To resolve any doubt as to 
whether the tax payments were in facet made, we are enclosing photostatie copies 
of the checks evidencing such payments (two cheeks drawn to the order of the 
Collector of Internal Revenue, in the amounts of $29,000 and $995.49, and dated 
April 4, 1949, and October 26, 1949, respectively, and one cheek drawn to the order 
of the New York State Tax Commission in the amount of $1,614.82 and dated 
March 21, 1951. Please note that the total deficiency in New York State income 
tax amounted to $1,789.74 (deficiency of $1,330.66, plus interest of $459.08), 
and that the check dated March 21, 1951, drawn to the order of the New York 
State Tax Commission was in the amount of $1,614.82. The difference of 
$174.92 was paid by application of a credit to which the estate was entitled for 
later tax years, to wit, the years ending March 31, 1946, and March 31, 1947. 
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As to whether such tax payments are proper 
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Federal estate-tax purposes, we refer you to section 812 } lr 
Revenue Code and more particularly to regulations 105, section 81.37 
provides that ‘‘unpaid taxes upon income received during the de 
are deductible.’”’ The deductibility for Federal esta pur 
taxes paid by an estate for a period prior to the deced ~ 
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AUG 241993 MR. AND MRS. EDWARD LEVANDOSKI 


Jt LY P 1052 C omitted to the Committee of the Whole liouse and raere 


Mr. Miu LER of New York, from the (‘ommittee on the Jud cary, sub 


mitted the following 


REPORT 


(To accompany H. R. 5485 


The Committee on the Judiciary, to whom was referred the bill 
» ~ - P - p Be } \f I 1 

HH R D485 ) for th retiel of Nii wa \iis hiward Vy Vial doski. 
hav Ing considered the suime, report favorabl i) 3) Without am ( 


ment and recommend that the bill do Das 

The purpose of the proposed legislation Is LO pa) the sum of $15,000 
to Mer. and Mrs. Edward Levandoski, oO} Dunkirk, N } ; in full 
settlement of all their claims against the United States arising out of 
the death of their minor daughter, Jean, which occurred on June 11, 
1951, when she fell over a cliff while running along an unprotected 
and badly eroded path on Coast Guard property adjacent to Point 
Gratiot Park, a public park and playground in Dunkirk, N. Y 


STATEMENT OF FACTS 


It appears that the plot of land on which the accident occurred 
was owned by the Government and governed by the Coast Guard. 


It Was unfenced: it Was near a publie park whe re thousands of 
children plaved each week Hundreds of children each week secam- 

7 ‘ ’ ‘ I rm . ¢ 
pered around the Coast Guard property. There were no signs of 
warning on this property. Along the lake ( dee were bushes and foliage 
and a path extending from the lighthouse dwelling to a road which 
has been abandoned for some time. The lakeside 1s comprised of 
these hedges and precipitous cliffs abo it 40 feet in | ight that read h 


the water in a straight vertical line. 
At the time of the accident there were about 60 children on the 
place during that day up to the time of tl | 


e acceient wit hy Was about 
1:30 or 2 o’clock in the afternoon. 
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Jean Levandoski, a bright, normal, healthy voungster, was following 
Mary King along the path mentioned. At one point a notch in the 
ffs cut the path and was covered by foliage and erass Hi r foot 


; 4] oe. ] - : } ! : . wane ‘ 
evi lentlhy went mto this noten and she Wis hurk a ovel the precipitous 





} ‘ ‘ . = a | ae F smirk } ; . . ; j , 
side into the water below and was found in the water directly off of 
* cs or 4 ; cans | , i ee ha CG 
this point about 15 feet about an hour and a half later. She was 
1 ! Hoar ds . | 
dead and th Oro SH twas due to either arowning or a tractures 
skull or bo t) 
| ; 1} ! 1 J ‘ } ; | ’ : 
erernh, Wl al he SCHOOL WOPK, MAantanhed van avera e above YO percen 
r 1 co ! | i = ‘ + j 
his Coast Guarda property is directly adjacent to a publie park 
I 1 = . - a ] } ] 1 { 1 1 
equipped with picnie tabtes. chrtaren DiavVerouna, Hrepiaces bathing 
1) hes al la te his court, and form ry vos an camp ul (i ly tens 
‘ : J a adel aoe aoe : | 0 Sa 
Ot tho anas each summer, amone which were Lhousanhas OF Children 
| } ‘ j 
' i} ire herous chil were not tarded: \ not posted and a 
i 1 ' 1 
path was wo ) ne OcelpaAt oi the ighthou vihieh a elf, was 
2 death {rap 
. ' . 
Subs the death of this child, two signs el d which 


admit the danger of the situation One of these signs is placed a 





| feet from the hole down which che child fell At the entrance of 
tt I dwa running int » the park dri is a Warning sien Phe one 
it the point where -lean fell savs “High Chit! Danger Keep OF, which 

Son { r this aceident This 1 ) indication to this com 
iN ha evidently there is an attractiy luisan and Lie 
comumitice is of the opinion that the Government is liable for the death 
Oo he child Favorable eonsideration th refore is recommended Lo 
this bill 
yl oF NE\ 1 ORK, 

( if D C/ Luge ) f 
! | 0, bei ! ) epos i ‘ the 

i fi O of th i f Dunk N. } ad ( of 
J 1 d the « h of Je Li ski, ag ) I L ¢ r tl 
liff HOUT S00 to 7 ‘ nort! 1 tT » eC] I 1) rk 

D7 (MM) Fe east o ester oundar oft ‘ rt I OT 

\ ! st and a n ting that I Coast ( ird prope! 
t lin { a s marked 1 CONnCTE onument 
Tha ment says ut, he Iked ¥ Wiltia R. Ga ” thouse 
Cjovernme l house {at what is know is Point Gratio 
| (a e 01 had se { a OTK On Ol ide ar he 
rl He furt i ‘ t t >| or i 

’ it is marl ( is lo 4 ) i ecove 18 
ee Tn yas j hat the in} i , of} } ro 

) ) ver e cliff as it took some time to j the ladde und 

SCT th i) er he e] ff to enabl & mal to ck nd ai I I Uh i\ ror tine 
yvater and »>Dri l up to the top of the «liff. The wi iat that time weecordil 
to Mr. Gannor as 15 miles per hour and was north-northea and tl 
vel uppi he body and pushing it over to the iffs \ir. Ganno vid 
there w ( beating around the bush, that this accident happened 1 
on Gove property and that he would ha O Say He also said re 

‘ ( \ sy upon any of said propert warnl peop it tl ( 
any other dar is lo ion nor any warning that this \ Government property 
wnd is rt te respassed upon or anvthir ( uw nature ince he 
been assigned to the position of lighthouss keep rin this area. 

1 in pected the spot hich Mr. Gannon pointed out as the place of the accident 
on the 3th day of Octoper L951, and it is here v he re I first saw the bod, of Jean 
Levandoski in the water of Lake Erie on June 11, 195) 

Puappeus C. KoscruszKo 

Subseribed and sworn to before me this 25 day of October 1951 


EveLYN W. LEDERER, 
Nola / Pub 7c Vo (09 
My Commission expires March 30, 1952 
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MR. AND MRs. EDWARD LEVANDOSKI 


deny p 1952 (C‘ommiitted to the (‘omimittee of thie Who Hiouse and order 


to be printed 


Mr. Mitvter of New York, from the Committee on the Judiciary, sub- 
mitted the following 


REPORT 


{To accompany H. R. 548: 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 5485 for the relief of Mr. and Mrs Kawi rd Levandos} 
having considered the same, report favorably thereon without amend- 


ment and recommend that the bill do pass 

The purpose of the proposed legislation is to pay the sum of $15,000 
to Mr. and Mrs. Edward Levandoski, of Deckiek N. Y., in full 
settlement of all their claims against the United States arising out of 
the death of their minor daughter, Jean, which occurred on June 11, 
1951, when she fell over a cliff while running along an unprotected 
and badly eroded path on Coast Guard property ceca to Point 
Gratiot Park, a public park and playground in Dunkirk, N. Y 


ATEMENT OF FACTS 


a 


It appears that the plot of land on which the accident occurred 
was owned by the Government and governed by the Coast Guard. 
It was unfenced; it was near a public park where thousands of 


chil lren plaved wg: week. Hundreds of « hildren each week scanmi- 


pered around the Coast Guard property. There were no signs of 
warning on this at rty. Along the lake edge were b ishes and foliags 
and a path extending from the lighthouse dwelling to a road which 
has been abar ened for some tae. The lakesid is comprised of 
these hedges and precipitous cliffs about 40 feet in height that reach 


the water in a straight vertical line. 
At the time of the accident there were about 60 children on the 
place during that day up to the time of the accident which was about 


1:30 or 2 o’clock in the afternoon. 
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Jean Levandoski, a bright, normal, healthy youngster, was following 
Mary King along the path mentioned. At one point a notch in the 
cliffs cut the path and was covered by foliage and grass. Her foot 
evidently went into this notch and she was hurled over the precipitous 
side into the water below and was found in the water directly off of 
this point about 15 feet about an hour and a half later. She was 
dead and the coroner said it was due to either drowning or a fractured 
skull, or both 

Jean, in all her school work, maintained an average above 90 percent. 

This Coast Guard property is directly adjacent to a public park 
equipped WM ith prenic tables, children’s playground, fireplaces, bathing 
beaches and a tennis court, and formerly was a camp site used by tens 
of thousands each summer, among which were thousands of children 
Yet the treacherous cliffs were not guarded; were not posted and a 
path was worn by the occupants of the lighthouse, which in itself, was 
a death trap 

Subsequent to the death of this child, two signs were erected which 
admit the danger of the situation. One of these signs is placed a 
few feet from the hole down which che child fell \t the entrance of 
the roadway running into the park drive is a warning sign. The one 


here Jean fell says “High Cliff Danger Keep Of, which 


at the point A 


as installed after this accident. This is an indication to this com- 


mittee that evidently there was an attractive nuisance, and the 


¢ 


. . 
, +4 | 
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the opinion that the Government is liable for the death 


of the child Favorable consideration therefore is recommended to 


\ 
this bill 


~ 
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thaddeus ¢ Kosciuszko, being duly worn lep und i bisa ( 
Veti ( f of poh f the ei of Dunkirk, N. Y. and t 1] 
M1, 1 stigated the death of Jean | ’ | we 10 ho ( r the 
ibo 150 to 175 fe rthwest of the ligl yu in of D k, 
nO 275 to 300 fee east of the weste ounda e il ul rt 
t { ( oO und i Sl i l } that thi i { 4 ( ard eT LV 
i » i rad to 1 Iso j by : ! iW I 
i Le ps ivs tha 1 w Wi ) | (y ) j Lis 
( I lighthouse, located is known as P (yratio 
{ aa he tin had s« e Dai ! ut ork O17 ul l nd he 
is 0 } i] / rt} : ; t ( hye } 
( ( i { ] Is mark ( ( i | { 
2:1 modu | 951, and tha ‘ 1 ’ i \ 
i l rT i tH bod lox { 1 j \ ‘ } might 
up shortly afters fell over the cliff as it took some time to bring the ladders and 
- et th ve ( T to enable a man to descend and re yver the body from the 
vater and to b it up to the top of the cliff. Che wind at that time, according 
hs to Mr. Gannon was 15 miles per hour and was nort! ‘ nd ey 
ere lapping over the body and pushing it over to the Ir. Gann 
there was no use beating around the bush, that this ace happened \ 
Government property and that he would have to sav so. He also said t 
were never any signs upon any of said property warning people about this 
any Other dangerous location nor any warning that this was Government property 
and was not to be trespassed upon or anything of that nature since he has 


heen assigned to the position of lighthouse keeper in this area. 
[ inspected the spot which Mr. Gannon pointed out as the place of the accident 
on the 13th day of October 1951, and it is here where I first saw the body of Jean 
| CVA! doski in the water of | ake Erie on Jur e Ll. 1951 
Tuappeus C. WosciuszKko 


Subscribed and sworn to before me this 25 da of 


f Oetober 1951. 
EveLtyn W. LEDERER 


Notary Public No OY 


My Commission expires March 30, 1952 
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82p CoNGRESS HOUSE OF REPRESENTATIVES {§ REPoRT 
2d Session ( No. 2398 


CAPT. WALTER C. WOLF 





Juuty 1, 1952.—Committed to the Committee of the Whole House and ordered 


to be printe d. 


Mr. Frsxg, from the Committee on the Judiciary, submitted the 
following 


REPORT 
{To accompany H. R. 5541) 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5541) for the relief of Capt. Walter C. Wolf, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

The purpose of the proposed legislation is to relieve Capt. Walter 
C. Wolf of all liability to pay to the United States the sum of $800 
which sum represents an amount which the Comptroller General 
has ruled was erroneously paid to Captain Wolf as enlistment allow- 
ance in connection with his reenlistment in the United States Army 
on July 25, 1949. 


STATEMENT OF FACTS 


It appears from the record that Captain Wolf enlisted in the United 
States Army on October 6, 1917; that he was promoted to technical 
sergeant during World Warl. He reenlisted June 3, 1921 for a period 
of 3 years. He continued to reenlist every 3 vears thereafter, includ- 
ing the period from June 3, 1939, to June 3, 1942. He was promoted 
to master sergeant on October 1, 1936, and held that grade until 
April 4, 1942, when he was commissioned a first lieutenant. He was 
promoted to captain on October 22, 1942, and thereafter served in 
that grade until July 23, 1949, when he was relieved from active 
duty. At the time he was relieved from active military duty he had 
completed over 31 years active military service in the United States 
Army. On July 25, 1949, he reenlisted in the Army as a master 
sergeant for a period of 3 years. On July 28, 1949, he was paid an 
enlistment allowance in the amount of $800 in accordance with the 
provisions of section 10 of the Pay Readjustment Act of 1942, ap- 
proved June 16, 1942 (56 Stat. 364), as amended by the act of October 
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6, 1945 (59 Stat. 541). On the same date he filed an application for 
retirement from the Army by reason of having completed more than 
30 years active military service. He was duly: retired from the Army 
on August 31, 1949, with the rank of captain, the highest grade held 
by him during World War II. 

Under statutory provisions Captain Wolf was entitled to the reen- 
listment pay even though he did remain in the Army but a short period, 
and although the Comptroller General contended that he did not 
reenlist in good faith, the committee felt this had nothing to do with 
his entitlement to reenlistment allowances. 

Therefore, it is the opinion of the committee that he should be 
relieved of the liability to refund this $800. 


D®PARTMENT OF THE ARMy, 
Washington 25, D. C., March 20, 1982. 
Hon. EMANUEL CELLER 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CeLtter: The Department of the Army is opposed to the enactment 
of H. R. 5541, Eighty-second Congress, a bill for the relief of Capt. Walter C. Wolf. 

This bill provides as follows: 

“That Captain Walter C. Wolf, United States Army, retired, is hereby relieved 
of all liability to pay to the United States the sum of $800. Such sum represents 
an amount which the Comptroller General has ruled was erroneously paid to the 
said Captain Walter C. Wolf as enlistment allowance in connection with his 
reenlistment in the United States Army on July 25, 1949. No officer or employee 
of the United States shall be liable to the United States by reason of having paid 
any part of such enlistment allowance to the said Captain Walter C. Wolf, and in 
the settlement of the account of any such officer or employee, full credit shall be 
given for any amount so paid. 

“Sec. 2. The Secretary of the Treasury is authorized and directed to pay, out 
of any money in the Treasury not otherwise appropriated, to the said Captain 
Walter C. Wolf an amount equal to the aggregate of the amounts paid by him, or 
which have been withheld from sums otherwise due him, in complete or partial 
satisfaction of such claim of the United States.” 

The records of the Department of the Army show that Walter C. Wolf was 
born in Massillon, Ohio, on May 23, 1890; that he enlisted in the United States 
Army on October 6, 1917; and that he was promoted to technical sergeant during 
World War [. He reenlisted on June 3, 1921, for a period of 3 years. He con- 
tinued to reenlist every 3 years thereafter, including the period from June 3, 1939, 
to June 3, 1942. He was promoted to master sergeant on October 1, 1936, and he 
held that grade until April 4, 1942, when he was commissioned a first lieutenant 
in the Corps of Engineers, Army of the United States. He was promoted to cap- 
tain on October 22, 1942, and thereafter served in that grade until July 23, 1949, 
when he was relieved from active duty. At the time he was relieved from active 
military duty he had completed over 31 years active military service in the 
United States Army. On July 25, 1949, he reenlisted in the Army as a master 
sergeant for a period of 3 years. 

On July 28, 1949, this soldier was paid an enlistment allowance in the amount 
of $800 in accordance with the provisions of section 10 of the Pay Readjustment 
Act of 1942, approved June 16, 1942 (56 Stat. 364), as amended by the act of 
October 6, 1945 (59 Stat. 541). On the same date he filed an application for 
retirement from the Army by reason of having completed more than 30 years 
active military service. He was duly retired from the Army on August 31, 1949, 
with the rank of captain, the highest grade held by him during World War II. 

By notice of exception, dated December 26, 1950, the Comptroller General of 
the United States disapproved the account of the Army disbursing officer who had 
paid to Master Sergeant Wolf on July 28, 1949, the sum of $800 as an enlistment 
allowance. This notice of exception reads as follows: 

“Credit for $800 paid to Walter C. Wolf, RA—1955931, master sergeant will 
be withheld or a charge will be raised in your next statement of settlement for 
the reason stated below unless a satisfactory explanation is promptly made or 
the amount deposited: 

“Credit of reenlistment allowance. 


A n~aia®es WATT OoDpD -«¢ vTT OT 
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“Retirement of enlisted man on August 31, 1949, following enlistment on 
July 25, 1949, raises the presumption that the enlistment was entered into without 
the intent or expectation of serving on extended active duty.’’ 

Thereafter on July 18, 1951, the Washington Finance Office, United States 
Army, Washington, D. C., wrote Captain Wolf as follows: 

‘1. This office is in receipt of a notice of exception from the General Account- 
ing Office forwarded through the Military Pay Division of Army Finance Center, 
St. Louis, Mo., in which it is shown that your enlistment on July 25, 1949, raised 
the presumption that such enlistment was entered into without the intent or 
expectation of serving on extended active duty and, therefore, you are not en- 
titled to the $800 paid in connection with the reenlistment. 

“2. In view of the fact that this overpayment constituted an indebtedness to 
the United States Government, it is requested that your check or money order 
in the amount of $800, drawn payable to the Treasurer of the United States, be 


forwarded to this office at vour earliest convenience. In the event you are un- 
able to meke full refund of the indebtedness, iit is suggested that you advise this 
office, by aan, outlining your financial ability to make payment on the indebt- 
ness and whether you wish deductions to be made from your retired pay. In 


this connection, you are advised that the Department of the Pre tegulations 
require that an indebtedness be liquidated within a period of 1 year. 

“3. Retired pay for the month of July 1951 will be held in this office pending 
a reply to this communication.” 

On October 3, 1951, Captain Wolf wrote a letter to the Washington Finance 
Office which reads as follows: 

“It is requested that the indebtedness of $800 in my case be liquidated by 
collection from my retired pay at the rate of $70 per month for 11 months and 
$30 for the twelfth and final month. 

“In this connection, vou are informed that I am seeking the passage of legislae 
tion to relieve me of said indebtedness.” 

In accordance with the request of Captain Wolf deductions of $70 per month 
from his retired pay were commenced in October 1951 and will be concluded in 
September 1952. 

The Army medical record of Captain Wolf shows that on July 14, 1949, he 
went on sick call at the general dispensary at Fort Myer, Va., because of diffi- 
culty in hearing, and was sent to the ear, nose, ene throat clinic at Walter Reed 
Army Hospits al where he was examined by Col. J. Erkenbeck, Medical C Orps, 
United States Army. In his report of his Oi eien of Captain Wolf, dated 
July 14, 1949, Colonel Erkenbeck stated in part as follows: 

‘Patient states he has about 31 vears’ service and is going to retire in the near 
future.”’ 

This statement made by Captain Wolf 9 days before he was relieved from active 
duty as a captain in the Army, and 11 days prior to his final enlistment as a master 
sergeant, coupled with the fact that he applied for retirement on July 28, 1949, 
the same day that he was paid the enlistment allowance of $800, and only 3 days 
after his final enlistment on July 25, 1949, indicate quite clearly that such enlist- 
ment was entered into by the claimant without the intention or expe ctation of 
serving on extended active duty but only for the purpose of collecting such enlist- 
ment allowance. 

In a similar case decided by the Comptroller General on April 8, 1946 (25 Comp. 
Gen. 700, 703-704), it was held that an enlisted man who was eligible for retire- 
ment, but who reenlisted, and promptly thereafter submitted his application for 
retirement, was not entitled to be paid enlistment allowance under the Pay 
Readjustment Act of 1942, supra, as amended. The Comptroller General said 
in pertinent part as follows: 

“The current enlistment allowance statute, like that considered in the decision 
of February 21, 1921, merely requires that the enlisted man be noneleres dis- 


charged and reenlist within 38 months from the date of discharge in order to be 
entitled to payment of the reenlistment allowance. W raed 1 literal ap plication 


of the statute might be viewed as permitting payment of an et ote nt allowance 
under conditions such as those appearing in the present case, it is a settled rule 
of Statutory interpretation that laws are to he vive} 4 devine isin COnStrue tion, and 
a literal application of the statute which would lead to absurd consequences is 
to be avoided whenever a reasonable application can be given to it. Beach v. 
United States (144 F. 2d dan); Peters \ . Felbe 152 P. 3d 42); Russell v. 12 nd 
(39 A. 2d 337); Lambury v. Yates (148 F. 2d 137); also that the literal meaning 
of a statute need not be followed if so doing would achieve a result contrary to its 
evident purpose and legislative intent. United States v. American Trucking 
Association, Inc. (310 U. 8. 534); United States v. Katz (271 U.S. 354 
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“To view section 10 of the Pay Readjustment Act of 1942, as amended, as 
authorizing payment of an enlistment allowance in a case where a person merely 
complies with the formality of entering into a contract of enlistment when he 
flagrantly had no intention of serving under such contract and being entitled as 
a matter of right to retirement, cannot be required to serve under such contract, 
not only would be repugnant to the evident legislative intent and purpose of the 
statute but would result in an absurdity. Manifestly, the purpose of authorizing 
the payment of an enlistment allowance upon reenlistment was to induce quali- 
fied and experienced military and naval personnel to obligate themselves to con- 
tinue to serve in the active military and naval forces. While the literal require- 
ment of the statute is met when the man actually reenlists, I believe that it 
reasonably may be concluded that the statute also contemplates that the enlist- 
ment or reenlistment be entered into in good faith, that is, at least with the 
intention and expectation of actually serving thereunder.” 

In the light of the facts in this case and of the authorities herein cited there 
is no legal or equitable basis for the granting of the relief proposed by H. R. 5541. 
Furthermore, the enactment of this bill would constitute discriminatory legislation 
in that it would grant to this claimant a special benefit not granted by general 
law to other claimants in like circumstances, and there are no facts or circumstances 
in this case that would warrant singling out this claimant for such preferential 
treatment. The Department of the Army, therefore, is obliged to recommend 
that this bill be not favorably considered by the Congress. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 





ComPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, D. C., October 26, 1951. 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives 


My Dear Mr. CuarrmMan: Reference is made to your letter of October 2, 1951, 
acknowledged October 4, 1951, enclosing copies of H. R. 5541, Eighty-second 
Congress, entitled “A bill for the relief of Capt. Walter C. Wolf,” and requesting 
the opinion of this Office as to the merits of said bill. 

The bill would relieve Capt. Walter C. Wolf, United States Army, retired, of 
all liability to refund to the United States the sum of $800 erroneously paid to 
him as an enlistment allowance upon his reenlistment of July 25, 1949, and it 
would authorize the Secretary of the Treasury to pay to Captain Wolf “‘an amount 
equal to the aggregate of the amounts paid by him, or which have been withheld 
from sums otherwise due him, in complete or partial satisfaction”’ of his indebted- 
ness to the United States by reason of the payment of the said enlistment allowance. 

It appears that Walter C. Wolf reenlisted as master sergeant, Regular Army, 
at Fort Myer, Va., on July 25, 1949; that on July 28, 1949, he applied for retire- 
ment by reason of 30 years’ service; that on July 29, 1949, he was paid a reenlist- 
ment allowance of $800 (voucher 730, July 1949 accounts of First Lt. M. A. Elias, 
Finance Department); that upon audit of said voucher an exception to said pay- 
ment was raised in the disbursing officer’s accounts, and that Captain Wolf agreed 
to checkage of his retirement pay to effect refund of said amount. 

Section 10 of the Pay Readjustment Act of 1942 (56 Stat. 363), as amended 
by section 8 of the act of September 7, 1944 (58 Stat. 730), and by section 8 of 
the Armed Forces Voluntary Recruitment Act of 1945 (59 Stat. 541), provided, 
inter alia, for the payment of an enlistment allowance to every honorably dis- 
charged enlisted man who enlisted or reenlisted in the Regular Military Establish- 
ment within 3 months from the date of his discharge. However, the manifest 
purpose of such legislation was to induce qualified and experienced personnel to 
obligate themselves to continue to serve in the active military service for extended 
periods and it seems reasonably apparent that the said statute contemplated that 
the enlistment be entered into in good faith with the intention and expectation 
of actually serving thereunder. In such connection see decision of this Office 
dated April 8, 1946 (25 Comp. Gen. 700), copy enclosed. See, also, decision of 
the Comptroller of the Treasury dated February 21, 1921 (27 Comp. Dec. 747), 
and compare the proviso in section 207 (a) of the Career Compensation Act of 
1949 (63 Stat. 811), to the effect that the reenlistment bonus to be paid in the 
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case of a person reenlisting for a period which would extend the length of his active 
Federal service beyond 30 years shall be computed as if said reenlistment were 
for the minimum number of years necessary to permit such person to complete 
30 years’ active Federal service. 
Since it appears that Captain Wolf reenlisted for the purpose of serving only 
a very short time pending issuance of orders for his retirement, and that he had 
completed approximately 30 years’ service at the time of his reenlistment of July 
25, 1949, it does not appear that the enactment of the proposed legi ion would 
be consistent with the decisions of the accounting officers or with the current 
general legislation on the subject of reenlistment bonuses and, accordingly, this 
Office does not recommend favorable action on such proposed legislatior 
Sincerely yours, 





LINDSAY WARREN, 
Comotroalle General of the Un ed States 
Enclosure. 


FEBRUARY 16, 1952. 
Hon. Howarp W. Smiru, 
Member of Congress, Washington, D. ¢ 

Dear Sir: I am writing you regarding H. R. 5541 for my relief 

The following are my reasons why I feel that I am entitled to retain the $800 
paid me as reenlistment allowance by the United States Army Finance Depart- 
ment, July 29, 1949: 

At the time of payment, the finance officer assured me that under existing 
regulations I was entitled to the reenlistment allowance. These regulations 
authorized the payment of a bonus of $50 for each year of prior enlisted, or com- 
missioned, service from the date of the receipt of the last previous reenlistment 
allowance providing enlisted, or commissioned, service was continuous. Continu- 
ous was interpreted as not over a lapse of 90 days between separations. 

I later learned that Army Regulations No. 35-2420, dated 18 December 1945, 
and Changes 3, dated 14 August 1947, entitled ‘Finance Department, Pay of 
Enlisted Men, Enlisted Allowance,”’ authorized payment of the reenlistment 
allowance as stated above. 

I was discharged from my commission as captain, July 23, 1949, and reenlisted 
July 25, 1949. My Army service was continuous from October 6, 1917. 

The last previous reenlistment allowance received by me was June 3, 1933. 
Therefore, as prescribed in the above cited Army Regulations, I was authorized 
the allowance of $50 per year for 16 years, totaling S800. 

The above cited regulations make no reference to the length of service required 
on the current enlistment to entitle the enlistee to receive and retain the enlist- 
ment allowance. 

The discharge from my commission was necessary inasmuch as I was approach- 
ing my sixtieth birthday. The purpose of reenlistment was to become eligible 
for retirement. 

At the time of transfer to the retired list, August 31, 1949, I had served con- 
tinuously, in the United States Army, for 31 vears, 10 months and 24 days. 

Retirement for an enlisted man constitutes a transfer from active to inactive 
duty, and is not a discharge from the Army. 

Thanking you for your efforts in my behalf, and with kindest regards, I remain. 

Sincerely yours, 
Wa.tteR C. WoLrF. 


cr 
i, 
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The Committee on the -Pudiciar »>Whom was relterred the 
re » }- . . iy *y ' , 
(H. R. 7365) for the relief of Clifford Robinsen, having considered the 
same, report favorably thereon without nimmencament ay recommend 


that the bill do pass 


The purpose of the proposed leo lat On is | Dav the su of § 


to Clifford Robinson, of Cleveland, Oh vhich sum represents th 
amount of the judgement and costs for which he wes held liable on 
January 24, 1952, in a civil action in the municipal court of Cleveland 
as the result of an accident which occurred in Cleveland on Mareh 
19, 1951, and whieh involved a United States mail truck being drive 


by claimant 
STATEMENT OF FACTS 


The Office of the Postmaster General gives the history of this pro- 
posed legislation and recommends enactment of the bill 

Therefore, after careful consideration, the committee concurs in the 
recommendation of the Postmaster General and recommends favo 
the bill 


able consideration of 
The letter of the Postmaste r ( reli ral sii follow 








CLIFFORD ROBINSON 


Post OrricE DEPARTMENT, 
Washington 25, D. C.. May 1, 1952. 
Hon. EMANUEL CELLER, 
Chairman. Committee on the Judiciary, 
House of Representatives 

Dear Mr. CuarrmMan: Reference is made to H. R. 7365 for the relief of Clifford 
Robinson. 

I transmit the files of the Department relating to this case. Mr. Robinson 
was a substitute carrier in the Cleveland, Ohio, post office. He was operating a 
mail truck on Mardh 19, 1951, when he collided with the rear of a car belonging 
to Mrs. Lillian M. Gruendel as that car came to a stop in traffic. It was snowing 
at the time of the accident. The streets were covered with slush and, according 
to the carrier, the stop lights on the private vehicle were covered with snow and 
therefore not visible. He applied the brakes of his truck, but, due to the slippery 
condition of the street, the truck slid forward into the rear of the private car. 

Mrs. Gruendel filed a claim with the Department under the provisions of the 
Federal Tort Claims Act, but it was not in proper form for adjudication. The 
Department wrote to her requesting further details but, instead of providing the 
information sought, she brought suit against the carrier in the State court, and 
recovered a judgment in the amount of $132.21. This bill is to reimburse the 
carrier. 

Had Mrs. Gruendel presented her claim against the Department, it would un- 
doubtedly have been paid under the provisions of the Federal Tort Claims Act, 
and the suit against the carrier would not have been brought. Therefore the 
Department recommends favorable consideration of the bill with the proviso that 
before the sum appropriated is paid over to Mr. Robinson, evidence of the pay- 
ment of the judgment by him be secured. 

This Department has been advised by the Bureau of the Budget that it would 
have no objection to the presentation of this report to the committee. 

Sincerely yours, 
V. C. Burke, 
Acting Postmaster General 


* Q5? 
JANUARY, 29,E1952 


THe Municrpat Court oF CLEVELAND 
(CIVIL BRANCH) 


JOHNNY KILBANE, Clerk. toom 313 City Hall 


Case No.: A-204901. 

Plaintiff: Lillian Gruendel, 1646 Magnolia Drive, and Motors Insurance Corp., 
National Citv Bank Building. 

Defendant: Clifford Robinson. 


Court costs: $5.05. 


This bill is due and should be paid immediately. The General Code of Ohio 
provides that, when court costs remain unpaid, execution may be issued for the 
collection. 

To insure proper credit, make all payments of court costs direct to the clerk. 
Stamps not accepted as cash. 

Checks and money orders should be made payable to Johnny Kilbane, Clerk 


THE MuNIcIPAL Court oF CLEVELAND 
FINANCIAL RESPONSIBILITY LAW—FINDING OF FACT 


I, the undersigned, for thejpurposes of the drivers financial responsibility law 
only make the following finding of fact in Lillian Grundel, et al., v. Clifford Robin- 
son No. A204901. 

Address of defendant (last known): 10021 South Boulevard, Cleveland, Ohio 

Date and hour of accident or offense: March 19, 1951. 

Kind of operator’s license, if anv: Regular. No. Z-184991. 

Issued by what State: Ohio. Date 1951. 

If not the owner then the status of defendant: Driver. 
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CLIFFORD ROBINSON 


Name of owner: United States Post Office Depariment \ddre ( eland, 
Ohio. 
License number of motor vehicle: 18341. State issuing: Ohio \ 1951 
Date of judgment: January 24, 1952 Amou f lement: $132.21 
Wrongful death Personal injuries 1 I lan 
age x. 
Where defendant has been permitted to pay ull mnie ite ] urs 
None. 
Other information and remarks: None 
Dated March 10, 1952. 
J lage 
To the clerk: Unless judgment is paid or exe sta 1 da ) 
195 forward certified copy or transcriy judgment 
with such other information as the registrar mav pr ribs » the Registrar 
of Motor Vehicles, Co umbus, Ohio. 
Judae \/ ) ( Cle 
Remarks and history after judgment: Presiding judge was Mary B. Grossman 
Attorneys representing Miss Grundel was Jewitt-Rheim & Jewitt, 235 Leader 
Building, Cleveland 14, Ohio At this time I was unable to acquire Judge Gross 


man’s signature 


O 
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FELIX GARCIA AND OTHERS 


Jury 1, 1952.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Goopwtin, from the Committee on the Judiciary, submitted the 


following 


REPORT 


[To accompany H. R. 7368] 

The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7368) for the relief of Felix Garcia and others, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to pay certain sums to 
several claimants fully satisfying said claims against the United States 
arising out of damage to private property, loss of wages, personal 
injuries, and death caused by military personnel or civilian employees 
of the Army. There are three claimants named in this proposal, 
whose claims total the sum of $2,881.65. 


STATEMENT OF FACTS 


This proposed legislation was submitted to the Speaker of the House 
of Representatives and referred to this committee for consideration. 

After careful consideration, the committee recommend favorable 
consideration. 

The letter to the Speaker, together with other pertinent evidence, is 
as follows: 

DEPARTMENT OF THE ARMY, 
Washia gton PoC Varch 28. 1952 
The SPEAKER, 
Hlouse of Pe presé ntatives, 
Washington, D.C. 

Dear Mr. SpeEAKER: There is enclosed herewith a draft of a bill to provide for 
the payment of certain claims for damages on account of property damage, loss of 
wages, personal injuries, and death arising out of noncombat activities of the 
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Army, which the Department of the Army recommends be enacted into law. 
The submission of this legislation is in accordance with procedures approved by 
the Secretary of Defense. 

The purpose of the proposed bill is to provide for the payment. of three claims 
which cannot be administratively settled by the Department of the Army, but 
which have been determined by the Department to be meritorious and worthy of 
payment. These claims cannot be settled by the Department for the reason that 
there is no statute under which they may be paid. ‘There is also enclosed here- 
with a memorandum setting forth the pertinent facts concerning each of the 
claims enumerated in the proposed bill. 

Bills similar to this proposed legislation have been enacted by the Congress. 
(See Private Law 101, 79th Cong., approved June 11, 1945, 59 Stat, 724; Private 
Law 259, 79th Cong., approved November 14, 1945, 59 Stat. 791; and Private 
Law 7, 8Iist Cong., approved March 23, 1949, 63 Stat. 1075.) 

The total cost of the bill, if enacted, will be $2,881.65. 

The Bureau of the Budget advises that there is no objection to the submission 
of the proposed bill for the consideration of the Congress. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 


MEMORANDUM OF Facts CONCERNING THE CLAIMS REFERRED TO IN THE PRO- 
PposEpD Birt To AUTHORIZE THE PAYMENT OF CERTAIN CLAIMS FOR DAMAGE 
To PrivaTE Property, Loss or WaAGEs, PERSONAL INJURIES, AND DEATH 
ARISING OvuT OF NONCOMBAT ACTIVITIES OF THE ARMY 


There are submitted below a list of the claimants included in the proposed bill 
and statements of the pertinent facts out of which their claims arise: 


1. Felix Garcia, Barrio Naranjito, Hatillo, P. R. 


On April 21, 1941, a station wagon of the Corps of Engineers, United States 
Army, operated by a civilian employee of the Government on official business, 
was traveling in a westerly direction along the road from Borinquen Field to San 
Juan, P. R., at a speed estimated at between 25 and 30 miles per hour. The 
road was narrow and was wet and slippery from a recent rain. A Mack truck 
owned by Felix Garcia and operated by one Marciano Valle, carrying a load of 
sugarcane and two passengers, was proceeding along the same road in the opposite 
direction at a speed estimated at between 5 and 10 miles per hour. As the driver 
of the Army vehicle reached the crest of a hill he observed the civilian truck 
coming up the hill toward him. The Army driver thereupon applied his brakes 
in order to reduce his speed before passing the civilian truck, and as he did so the 
station wagon skidded to the left side of the road and struck the left front portion 
of the civilian truck, breaking the steering gear and brake hose of the latter 
vehicle, and causing it to roll backward down the hill and turn over in a ditch. 

On December 18, 1941, Mr. Garcia filed a claim with the War Department 
(now Department of the Army) in the amount of $404.64 for the damages allegedly 
sustained by him as the result of this accident. On January 18, 1943, the Under 
Secretary of War, acting for the Secretary of War, determined that the damage 
caused to the claimant’s truck in this accident amounted to the sum of $204.65, 
and, accordingly, approved his claim in that amount for report to the Congress 
under the provisions of the act of December 28, 1922 (42 Stat. 1066; 31 U.S. C 
215), for an appropriation for the relief of the claimant in such amount provided 
that he agreed to accept such sum in full satisfaction and final settlement of his 
claim. The claimant subsequently signed an acceptance agreement agreeing to 
accept the sum of $204.65 in settlement of his claim. However, before the ac- 
ceptance agreement was received by the Department, the act of December 28, 
1922, supra, under which the claim had been approved, was made inapplicable 
to the War Department by the act of July 3, 1943 (57 Stat. 372; 31 U.S. C. 
223b), which latter act covered only claims arising on or after May 27, 1941. 
There is, therefore, no statute under which the claim of Mr. Garcia, which arose 
prior to May 27, 1941, may be paid, although such claim is meritorious and 
should be paid. 

Amount claimed, $404.65; amount reported, $204.65 


» Madame Henriette Buaillon, 26 Rue Lucien Vallee, Pelit-Que lly, Seine In- 
f ire. France 

Phe evidence now of record in the Department of the Army shows that Andre 
Achille Buaillon, a French citizen and the son of Medame Henriette Buaillon, 


feriel 
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was arrested in France in July 1944 by the Gestapo and taken to Germany for 
forced labor; that on May 4, 1945, he was seriously wounded at Zeitz, Germany, 
by a bullet fired by an American soldier at a prisoner who was attempting to 
escape; and that he died on May 7, 1945, from the would so received by him. 


The fatal wounding of the decedent occurred under the following circumstances: 


On May 4, 1945, the decedent and a number of other French citizens, who had 
been taken to Germany during the war for forced labor, were being held in a 
camp at Zeitz awaiting their return to their homes in France At about 8 p. m. 
on that date the decedent and several other Frenchmen were standing in front 
of their camp when a United States Army truck stopped near them. As the 


truck stopped a prisoner therein attempted to run away, and one of the Ameri- 
can soldiers fired at the fugitive, and the decedent was accidentally struck by 
a stray bullet. The soldier who fired the bullet that struck the decedent was 
not engaged in combat activity at the time of this occurrence The evider 
clearly shows that the wounding of Andre Achille Buaillon was not cai 
any fault or negligence on his part. The decedent was 2 ag 
married at the time of his death, and it does not appear that he was engaged in 
any gainful employment at the time he was taken to Germany in 1944. 

On October 10, 1945, Madame Buaillon, a widow, filed a claim with the United 
States military authorities in Germany for damages in the amount of 120,000 
French franes, or $2,421 at the rate of exchange then existing, on account of the 
death of her son. The claim could not be paid under the Foreign Claims <Aet 
(55 Stat. 880), as amended (57 Stat. 86), because the decedent was not an in 
habitant of Germany, the country in which he was fatally wounded, a condition 
precedent to the approval of such claim under that act. There is no other statute 
available to the Department of the Army under which the claimant may be paid 
anything on account of the death of her son. The De a nt of the Army has 
determined that this is a meritorious claim and should be paid 


Amount claimed, $2,421: amount reported, $2,421 
I 


2 vears of age and un 
} 


3. Stanley James Carpenter, 46 Linneqatan, Goteborg, Swede? 

On August 5, 1950, Mr. Carpenter, a British subject domiciled in Sweden, was 
a passenger in a tourist bus in Germany. When the bus reached Unterammergau 
at about 12:30 a. m. on that date, five enlisted men of the United States Army 
while intoxicated, entered the bus and abused the passengers. One of the soldiers 
then dismounted from the bus and, after the bus had started and while it was in 
motion, hit the rear window of the bus with his fist, breaking the glass Miss 
Britt-Marie Eriksson, a Swedish tourist, who was a passenger in the bus, was cut 
by glass fragments from the broken window, and also sustained damage to her 
wearing apparel. Folke Desire |’ Anglois-Nordgren, a Danish subject, and Bengt 
Dahlberg, a Swedish passenger, having noticed that Mr. Carpenter was not in 
the bus after it started, dismounted and, running to the rear of the bus, found 


him on the ground and one soldier in the act of pulling another soldier away from 


him. Mr. Carpenter was cut in the face by flying glass from the rear window of 
the bus when it was broken, and he states that he was struck on the head by a 
stone held in the hand of one of the soldiers He also sustained bruises of the 
left eve, one hand, and one knee. Mr. Carpenter’s suit and raincoat were ex 


tensively damaged in the incident 

On October 2, 1950, Mr Carpenter was authorized and invited by headquarters 
Kuropean command, to proceed from Stockholm, Sweden, to Garmisch, Germany, 
to appear as a witness before a special court martial at the trial of the Americar 


soldiers involved in this incident United States military air transportation was 
furnished him for the travel involved He left Stoekholm for ¢ caine on October 
8, 1950, and returned to Stoekholm on October 12, 1950 He ws paid a witness 


fee of $4 per day for 6 davs and a subsistence allowance of $5 per ‘ides for 5 da 
On October 11, 1951, he filed a claim with the United States militar 


in Germany for damages in the amount of S256 





Property damage (new suit torn and = raince \ Ts ! 
$40.37; medical expenses, $4; and loss of earn S107 
Personal injuries 129 
Flight insuranee for trip to Garmisch, Germat and return 20 
Total IAG 


The claim of Mr. Carpenter could not be apy lu I 
Act, as amended, because he was not an inhabitant of Germany, the countr 
which he was injured, a condition precedent to the approval of the claim under 
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that act. There is no other statute available to the Department of the Army 
under which the claimant may be paid anything on account of his injury. The 
Department has determined that this is a meritorious claim and should be paid. 

At the request of the Department of the Army special bills (H. R. 5975 and 
S. 2418) have been introduced in the Eighty-second Congress for the relief of 
Miss Britt-Marie Eriksson and all the other persons who sustained damages 
as the result of the incident which occurred in Unterammergau, Germany, on 
August 5, 1950, except Mr. Carpenter. The name of Mr. Carpenter was not 
included as a beneficiary in that legislation for the reason that at the time the 
Department of the Army recommended the introduction of such legislation it 
had not received his claim in Washington and, therefore, did not know how much 
he claimed in damages. 

Amount claimed, $256.00; amount reported, $256.00. 


Total amount claimed $3, O81. 65 


Total amount recommended ra 2, 881. 65 


O 
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Mr. Lane, from the Committee on the Judiciary, submitted the 


following 


REPORT 


[To accompany H. R. 7687 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7687) for the relief of Jack Carpenter, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of the proposed legislation is to pay the sum of $85 to 
Jack Carpenter, of Milwaukee, Wis., in full settlement of all claims 
of said Jack Carpenter against the United States for reimbursement 
of the amount which he paid Bruce J. Walthers recovered against him 
for damages arising out of a collision which occurred on March 24, 
1951, in Milwaukee, Wis., and involved a vehicle operated by said 
Bruce J. Walthers and a vehicle owned by the United States and 
operated by said Jack Carpenter as an emplovee in the field service 
of the Post Office Department. 


STATEMENT OF FACTS 


The report from the Postmaster General dated June 9, 1952, gives 
in detail the history of this proposed legislation, and recommends 
enactment of this bill. 

After careful consideration, the committee concurs in that recom- 
mendation. 








JACK CARPENTER 


Post Orrice DEPARTMENT, 
OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D. C., June 9, 1952 





Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuatrmMan: Reference is made to your request for a report on 
H. R. 7687, a bill for the relief of Jack Carpenter. 

This measure authorizes the Secretary of the Treasury to pay to Mr. Carpenter, 
an emplovee of the Milwaukee, Wis., post office, the sum of $85, as reimbursement 
of the amount which Mr. Carpenter paid to Bruce J. Walthers in the settlement 
of a judgment for damages arising out of an accident which oecurred on March 
24, 1951. 

From information furnished by the postmaster at Milwaukee, Wis., it appears 
that Mr. Carpenter, operating a mail truck in the parcel-post-delivery service, 
had parked the truck at the west curb, in the 4500 block on North Bartlett Avenue, 
facing south. After completing delivery of a parcel, he drove the truck from the 
parked position and was already in the proper south-bound traffic lane when he 
noticed a north-bound private vehicle approaching at a rapid rate of speed. 
Carrier Carpenter could see that the driver of the private vehicle was attempting 
to slow down his vehicle but, due to the excessive speed and the icy and slippery 
condition of the pavement, was unable to do so. It appeared that the private 
vehicle could not avoid striking the mail truck so carrier Carpenter stopped his 
truck, placed it in reverse gear but could obtain only enough traction to move the 
truck backward approximately 5 feet. The private vehicle skidded about 50 
feet before contacting the stationary mail truck. The collision resulted in slight 
damage to the right front bumper of the mail truck, but caused considerable 
damage to the right front fender, radiator grille, and right headlight of the private 
vehicle. 

Instead of filing a claim against the Government, Mr. Walthers elected to 
proceed against Carrier Carpenter in State court, and he secured a judgment in 


the amount of $66.75. Court costs in the amount of $17.10 were assessed against 
the carrier, The Department does not have authority under the Federal Tort 
Claims Act to pay such a judgment. However, it is inequitable that the carrier 


should be compelled to bear this loss 
In view of the foregoing, this Department recommends favorable consideration 
of the bill. 
This Department has been advised by the Bureau of the Budget that it would 
have no objection to the presentation of this report to the committee. 
Sincerely vours, 
V. C. Burks, 


bet ng Postmaster General. 


Post Orrick DEPARTMENT, 
OrrFICE OF THE SOLICITOR, 
Washington 25, dD. oe May 1g, 1952 
THe Natronart Association or LETTER CARRIERS, IN¢ 
Washington b, dD. 64 
Attention: R. B. Kremers, Assistant Secretary. 

GENTLEMEN: This will acknowledge your letter of May 6, 1952, regarding a 
judgment obtained against Carrier Jack Carpenter by Bruce J. Walthers, of 
Milwaukee, Wis, 

This Department is without authority to reimburse a carrier who has been 
required to pay a judgment obtained in a civil suit in State court 
Sincerely vours, 


Roy C. Frank. NSolicito 
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nt 


Mr. Jonas, from the Committee on the Judiciary, submitted the 
following 


REPORT 


> 


{To accompany H. R. 7827] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7827) for the relief of Ruth D. Crunk, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of the proposed legislation is to pay Ruth D. Crunk, 
widow of Tim D. Crunk, $5,000 in full settlement of all her claims 
against the United States for the death of her husband on January 22, 
1944, as the result of burns sustained in a fire at the Evans Hall housing 
project, Evansville, Ind., which was under the supervision and 
management of the National Housing Agency. 


STATEMENT OF FACTS 


This is another in a series of claims which resulted from the. fire 
described in the purpose of the bill, several of which have become law. 
The United States Court of Claims, in the case of Maud M. Wright 
and Maxine Roberts ruled that the claimants should be compensated 
and would have been had the United States been suable in an action 
for negligence at the time the events occurred. The decision of the 
court is attached hereto and made a part of this report. Private 
Laws 211 and 530 of the Fighty -second Congress, for the relief of 
Maud M. Wright and Maxine Mills, and Hattie Troax Graham, who 
lost their husbands in the same fire, are cited as precedents for the 
enactment of the proposed legislation. 
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DEPARTMENT OF JUSTICE, 
Orrick oF THE Deputy ArrorNEy GENERAL, 
Washington, June 7 195 g 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House oft Re prese ntatives, Washington, D. e 


My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice concerning the bill (H. R. 7827) for the relief of Ruth D 
Crunk 

The bill would provide for payment of the sum of $5,000 to Ruth D. Crunk 
in full settlement of all claims against the United States for the death of her 
husband on January 22, 1944, as the resuit of burns sustained in a fire at the 
vans Hall housing project, Evansville, Ind., whieh was under the supervision 
and inanagement of the National Housing Agency. The bill recites that the Court 
of Claims has found that the United States was negligent in failing to enforce its 
safety regulations, and that such failure was the proximate eause of the deaths. 

Phe facts in this ease are identical with those involved in the bill S. 1512, 
Erghtv-second Congress, for the relief of Mrs. Maude M. Wright and Mrs. Maxine 
Roberts, and the bill S. 1949, Kighty-second Congrgss, for the relief of Hattie Truax 
Graham. All of the deaths involved occurred as the result of a fire in a Federally 
owned and operated housing project. The bills for the relief of Wright, Roberts 
and Graham were referred to the Court of Claims in accordance with 28 U.S. C. 
1492, 2509. The Court found in each instance that the Government had been 
negligent in failing to enforce its safety regulations and that such failure was the 
proximate cause of the deaths. 

While the case of the instant claimant has not been before the Court of Claims, 
nevertheless, that Court’s findings in the prior cases must be considered as appli- 
cable to this case, since all of the deaths occurred as the result of the same fire. 

Under the circumstances, the Department of Justice must aecept the findings 
of the court in the matter and accordingly, does not wish to interpose any objec- 
tion to the enactment of the bill. 

The Bureau of the Budget bas advised this office that there would be no objec- 
tion to the submission of this report. 

Sincerely, 
A. Devitr VANECH, 
Deputy Attorney General. 


> 


AFFIDAVIT OF RutH D. Crunk 
STATE OF ARIZONA, 
County of Maricopa, ss: 

I, the undersigned, Ruth D. Crunk, widow of Tim D. Crunk, deceased, who 
lost his life in a fire in the Evans Hall housing project at Evansville, Ind., on 
January 22, 1944, being duly sworn on my oath depose and say that as the result 
of the death of mv husband, I have sustained loss and damages in the amount of 
$5,000: that at the time of his death he was earning $300 per month as his income 
and at the time of his death we were living together and he was supporting me; 
that-at the time of his death he was 44 vears of age and I make this affidavit in 
connection with a claim against the United States Government for the loss 
sustained by the death of my husband, 

Dated at Phoenix, Ariz., this 12th day of June A. D. 1951. 

tuTH D. Crunx 


Subscribed and sworn to before me, the undersigned authority, by the above- 
named Ruth D. Crunk this 12th dav of June A. D. 1951. 


[sea] Wintiiam DD. ASHER, 
Notary Public 


My commission expires May 25, 1953. 


a 


{Court of Claims of the United States No, Congressional 17857 _ Hattie Truar Craham, Fe €7 Flattie 
Truar, v. The United States} 


ORDER 


This case comes before the Court on motion of the parties filed Mareh 16, 1951, 
signed on behalf of the plaintiff by Lawrence J. Simmons, and on behalf of the 











defendant by Acting Assistant Attorne General Ne lL A. Clapp, reading as 
ollows: 

“Comes now the plaintiff, by its attorney, and defendant, by its Acting Assistant 
Attornev General, and respectfully move the Court to render a decision in this 
case in accordance with its opinion in the case of Maud M. Wright and Maszine 
Roberts, formerly Mazine Mitls v. United Stak C‘onvressiona 17850 lecided 
March 6, 1951, and transmit this ease to the Senate, in accordar vith the Act 
of March 3, 1911, 36 Stat. 1087, as amended bv the Act of June 25, 1948, 28 
U.S. C. 1492, 2509.”’ 

It further appearing that on March 14, 1951, a stipulation was filed by the 
parties requesting that the facts therein agreed to be found by e Court: 1 


therefore, the Court adopts the stipulation with the affidavits appe ded thereto 
as its special findings of fact, and makes a conclusion of law. as foliows 


SPECIAL FINDINGS OF FA‘ 


1. On January 21, 1944, a fire occurred in dormitory No. 9 of the Evans Hall 
housing project, located in Kvansville, Indiana. Ola Truax, a war worker and 
tenant in the dormitory, died on January 21, 1944, of burns sustained in the fire. 
Plaintiff, Hattie Truax Graham, formerly Hattie Truax, was the wife of Ola 
Truax at the time of his death and is the person named in Senate Resolution 268, 
8ist Congress, Ist Session, agreéd to April 25, 1949, which reads: 

‘*Pesolved, That the bill (S. 411) entitled ‘For the relief of Mrs. Hattie Truax’ 
now pending in the Senate, together with all accompanying papers, is hereby 
referred to the Court of Claims: and the court shall proceed with the same in 
accordance with the provisions of sections 1492 and 2509 of title 28 of the United 
States Code and report to the Senate, at the earliest practicable date, git 


findings of fact and conclusions thereon as shall be sufficient to inform the Con- 
gress of the nature and character of the demand as a claim, legal or equitable, 
against the United States and the amount, if any, legally or equitably due from 
the United States to claimant.’ 

S. 411, Stst Cengress, Ist Session, reads in aprt 

‘Be it enacted by the Senate and Tlouse of Representatives of the United States of 
America in Congress assembled, That the Secretary of the ‘Treasury is authorized 
and directed to pay, out of any money in the Treasury not otherwise appropriated, 
to Mrs. Hattie Truax, Cloverdale, Indiana, the sum of $5,000. The pavment of 
such sum shall be in full settlement of all claims against the United States of the 


said Mrs. Hattie Truax for the death of her husband, Ola Truax, on January 21, 
1944, who died as the result of burns sustained in a fire at the Evans Hall housing 
project, Evansville, Indiana, which was under the supervision and managament 
of the National Housing Agence: eee me 

2. After the reference of bill S. 411 to this court through Senate Resolution 268, 
the plaintiff filed a petition in this court in which, as a basis for recovery, negligence 
on the part of the defendant was alleged as follows: 

That the said Ola Truax lost. his life as the direct and proximate result of 
the negligence of the defendant in knowingly permitting the use of an electric 
hot plate by one Leonard Vaughn, a tenant in a dormitory of the aforesaid 
housing project which burned, the use of such eleetric hot plate being pro- 
hibited by the rules and regulations of said housing project, which rules 
and reculations said defendant negligentiv failed to enforce, although the use 
of said hot plate was known to defendant through its emplovees and Manager; 
that said defendant was also negligent in knowingly permitting the installa- 
tion and operation of improper heavier electric fuses which would not blow 
out as quickly as proper lighter fuses when the electric wiring system in said 
dormitory was overloaded; that said defendant was further negligent in fail- 
ing to provide a proper and adequate number of fire extinguishers properly 
placed in the dormitory which burned; that as the direct and proximate result 
of the negligence of said defendant the said Ola Truax lost his life. 

3. The Evans Hall housing project was constructed by the War Department at 
or about the beginning of World War II for use by civilian war workers. In 
February 1942 this project along with various others was transferred to the 
National Housing Agency which was operating in on January 21, 1944, when the 
fire in question occurred. The project included various dormitories, of which 
dormitory No. 9 in which the fire occurred was one. Dormitory No. 9 was a 
standard type dormitory which was built during that period. It was approxi- 
mately 100 feet in length and was two stories in height with a corridor extending 
its entire length through the center of each floor. On each side of the central 
corridor the space was partitioned off into separate rooms without cooking facilities. 
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Dormitory No. 9 had an entrance door on the first floor at each end of the build- 
ing and an entrance door in the middle on the first floor opposite a stairway leading 
to the second floor. It had an entrance door at each end of the building on the 
second floor leading to exterior stairways which went from each of these entrances 
to the ground level. It was a frame building with drop-siding exterior (wood 
exterior with strips of wood overlapping one another), two by four studs, two by 
six joists, and ceiling rafters. The interior walls were lined throughout with 
pressed cane fiberboard, % inch thick with the exception of the boiler room 
which was lined with a cement asbestos material known as Transite. 

4. Tenants, upon admission to the Evans Hall housing project, were required 
to sign a form known as ‘“‘Revocable Use Permit to War Workers,’ which con- 
tained the following provisions: 

“The United States of America, hereinafter called the ‘Government’, does 
poteby: grant 00... oo... ascce~ : hereinafter called the ‘Occupant’, a 

(Name of Occupant) 
person engaged in national-defense activities, as defined in Public No. 849, 
76th Congress, approved October 14, 1940 (as amended), the revocable privilege 
to occupy the following described premises, located in the County of Vanderburgh, 
State of Indiana, subject to the covenants and conditions hereinafter contained, 
and to the terms and conditions on the back hereof: (room number of occupant). 

“It is understood and agreed that the revocable privilege hereby granted 
includes only the authority to use said premises for residential purposes of the 
Occupant, in accordance with such rules and regulations as may be promulgated 
by the Government, and that it does not authorize the Occupant to alter or change 
in any manner the said premises, or remove anv fixtures or equipment. 

* * ~ «x ao ~ as 


“TERMS AND CONDITIONS 


“2. Responsibility.—Tenants shall be responsible for the proper care and 


use of items in their possession and of community facilities used by them. The 
tenant shall immediately report any loss or damage of fixtures and furnishings. 
No tenant shall attempt to make repairs of any kind. All replacements and re- 
pairs shall be made by the Management, and those resulting from carelessness or 
negligence shall be made at the tenants’ expense. 

* * * * * x * 

“8. Liability.—The Management will not be responsible for lost or stolen 
personal property or for personal injury sustained on the project. 

“9. Fire Hazards.—Tenants shall permit nothing to be done on the project 
premises or bring or take anything thereon which will any in way increase the 
fire risk or in any way conflict with the rules and ordinances of the local fire 
department. 

. * * * * + * 

“17. Use of Electricity—Tenants shall not waste electricity. Electricity 
may be used by dormitory tenants for the operation of radios. Electricity may 
be used by trailer occupants for the operation of radios, percolators, toasters, and 
clocks, but written permission to use electricity for all other appliances (such as 
and hand vacuum cleaners) not provided by the project must be obtained from 
the Manager. No appliance rated at more than 500 Watts shall be used. 

“18. Other.—The Management reserves the right to make such other rules 
and regulations from time to time as it may deem needful and appropriate for 
the safety, care, and cleanliness of the premises and for securing the comfort 
and convenience of all tenants.” 

Use permits of the character referred to above were signed by Ola Truax whose 
death occurred as a result of the fire in question, and by Leonard Vaughan, 
referred to in finding 8. 

5. House rules were prepared by the management of the housing project and 
copies of these rules were posted on the bulletin board located in dormitory No. 
9 as well as in a clearly visible place on the walls in each of the rooms in the 
dormitory. These rules were in substance a recapitulation of the terms and con- 
ditions of the revocable use permit described in finding 4, and included the 
following: 

“9. Liability —The Management will not be responsible for lost or stolen 
personal property or for personal injury sustained on the project. 

“10. Fire Hazards.—Tenants shall permit nothing to be done on the project 
premises or bring or take anything thereon which will in any way increase 
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the fire risks or in any way conflict with the rules and ordinances of the local 

fire department. 

* * * * * a * 

“13. Use of Electricity.—Tenants shall not waste electricity. Electricity 
may be used by dormitory tenants for the operation of radios.’ 

Leonard Vaughn did not read or pay any attention to the use permit referred 
to in finding 4, or to the house rules referred to above. 

The defendant, through the National Housing Agency and its servants, was in 
full control of the project including the individual rooms of the dormitories. 

At the time of the fire in question on January 21, 1944, the housing project 
was Operated under the supervision of a manager who had held that position 
since August 1943. Shortly after he became manager he prepared the house 
rules referred to in the preceding finding and caused them to be posted on the 
bulletin boards and in the various rooms of the buildings, including dormitory 
No. 9. In connection with his work as manager, he held regular staff meetings 
with the personne! which came under his supervision, including the maids of the 
several dorinitories. At one of these meetings which was held about a week or ten 
days prior to the fire in question, the manager discussed, among other things, 
the fire hazards in these buildings, the location of the fire extinguishers, the system 
of reporting fires and what precautions were to be taken in case of fire. 

7. The rooms occupied by the tenants in dormitory No. 9 were swept and 
dusted daily and mopped on occasions as needed by the dormitory maid. While 
cleaning the dormitory rooms, the maids were instructed not to disturb the 
personal possessions of the tenants any more than was absolutely necessary and 
not to go into their personal baggage or dresser drawers. They were, however, 
instructed to report any violations of the house rules, including the use of hot 
plates by tenants. 

8. Ola Truax, the individual who lost his life in the fire in question, and Leonard 
Vaughn were tenants of the Evans Hall housing project occupying rooms in 
dormitory No. 9. Vaughn occupied a room in the southwest corner of the first 
floor and Truax occupied a room in the dormitory but the location of his room is 
not now known. 

9. One one occasion prior to January 21, 1944, the senior maid at the Evans 
Hall housing project reported to the manager that she thought she knew where 
there was at least one dormitory in which a tenant might be making coffee. The 
manager instructed her that it was part of her responsibility to follow up such 
matters, that the regulations of the project were posted, and if she had specific and 
positive information of violations it was her responsibility to follow up with notice 
to the tenant of the violation. No other information or suggestion that the rules 
were being violated by the use of hot plates was received by the manager prior to 
the fire on January 21, 1944. 

However, approximately three weeks before the fire, the senior maid found an 
electric hot plate on the dressing table in the room occupied by Leonard Vaughan 
in dormitory No.9. She told Vaughan that it was against the regulations to have 
a hot plate in his room and instructed the maid who regularly cleaned the rooms 
on that floor in the dormitory to be on the lookout for a hot plate. Whatever 
report, if anv, the senior maid made of this incident did not come to the attention 
of the manager. The maid who cleaned Vaughan’s room daily did not see a hot 
plate in his room until the morning of January 21, 1944, when she was cleaning his 
room a short time before the fire occurred. However, she did not have an oppor- 
tunity before the fire occurred to report this. 

After the senior maid had warned Vaughan as to the use of the hot plate as set 
out above, she, on another occasion, suspected him of using it but, upon being 
questioned in regard to its use, Vaughan denied that he had been using a hot plate. 

A reasonable conclusion from the evidence is that Vaughan—at least from the 
occasion when the hot plate was first discovered in his room by the senior maid 
until the fire—had had the hot plate in the room but had usually kept it concealed 
from view. 

19. About noon on January 21, 1944, Vaughan plugged a hot plate into the 
electrical outlet in his room in dormitory No. 9 for the purpose of warming some 
coffee. In ad lit ion he placed a quart glass jar containing cold packed meat and 
grease near the burner. The jar had a cap thereon. At or sh -_ thereafter, 
he left the room, closed the door, and went to the bathroom which was located 
near the eenter of the building. Shortly after he left his room the jar of meat 
exploded, the grease therein ignited and started a fire in the room \ few minutes 
later Vaughan came out into the hall from the bathroom and saw the fire coming 
out under the door ta his room. He rushed to the room, disconnected the hot 
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plate and put it under the bed, and attempted to get water to put on the fire 
Vaughan was in the building fighting the fire for a period of from fifteen to twenty 
minutes before he was forced to leave because of the heat and smoke. Vaughan 
Was assisted in his efforts to combat the fire in Vaughan’s room by the janitor, 
Ben Wood. Wood attempted to use a wastebasket to put out the fire instead 
of the fire extinguisher which was very close by and in operating condition. Wood 
then became confused, gathered his own clothing from his room in dormitory No. 
9 and fled from the premises. Wood was so frightened that he failed to return to 
the project until the following afternoon. There is a conflict in the testimony as 
to whether Wood was just entering the building, or whether he was inside the 
building at the time he first received notice of the fire, but it is a reasonable con- 
clusion that he knew of the existence of the fire about the same time that Vaughan 
discovered it. When Vaughan was unsuccessful in stopping the fire, he left the 
room and went out of the building. At or about the same time, the local fire 
department was called. When the fire department arrived, the fire had made 
considerable headway, due in part to the fact that a wind was blowing from the 
direction of Vaughan’s room to the opposite end of the building, and in part to 
the fact that there was an unexplained deiay in calling the local fire department. 
The fire was extinguished before all of the building was consumed. The body 
of Ola Truax was removed from the dormitory. 

11. Four fire extinguishers, each of the water type, with a capacity of about 
two and one-half gallons, were located in dormitory No. 9—one at each of the 
exits on each floor at the ends of the building. These fire extinguishers had 
been placed in wall brackets, waist high, and were checked daily by project 
watchmen for water content. One of the fire extinguishers was located in the 
hall within four or five feet of the room occupied by Vaughan and it was found 
in its wall bracket and in operating condition after the fire had been extinguished. 
Neither Vaughan nor Wood, the janitor, undertook to,make any use of this fire 
extinguisher. 

12. The adequacy or inadequacy of the fire extinguisher or the character of 
the electric fuses used, had no casual connection with the death of Truax. 

13. At the time of his death, Ola Truax was naking an annual wage of $3,182. 
Before and at the time of his death he was supporting his family. 

14. Ola Truax lost his life in the fire described above through no fault or 
negligence of his own. 

Plaintiff and defendant, by their respective attorneys, hereby stipulate and 
agree that the affidavits of the plaintiff, dated June 9, 1949, and October 19, 
1949, shall constitute a part of the record in this case. 


“™ 
V/A 
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PAUL D. BANNING AND OTHERS 


} 


Juny 1, 1952.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Goopwin, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 8001 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 8001) for the relief of Paul D. Banning and others, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

The purpose of the proposed legislation is that there be appropri- 
ated the sum of $1,236.41, said sum to be credited to the accounts 
of chief disbursing officers to correct errors in their accounts 


STATEMENT OF FACTS 


This bill was transmitted to the Speaker of the House of Repre- 
sentatives by the Secretary of the Treasury and referred to this 


committee for consideration. 

After careful study the committee is of the opinion that the bill 
should be enacted, and recommends favorable consideration 

The report of the Secretary of the Treasury is as follows: 


Pa SECT Y OF THE TREASURY 
i \7 
Hon. Sam RaysBuRn 
it } ag I) ¢ 
My Drar Mk. SPEAKER Phere is transmitt 
of the appropriate committee a sug ted d I 
tiie chief dist irsing officer and certal 
Department for various unavailable 
has ven careful consideration to 
draft of legislation and recommend 
administration, that provision be made 


2 PAUL D. BANNING AND OTHERS 


entire good faith, and that they were not remiss in any respect in the exercise of 
their official duties. Moreover, the Treasury Department handles several hun- 
dred million financial transactions each vear and a few errors are inevitable 





UNAVAILABLI PTEMS REQUIRING APPROPRIATION FROM THE GENERAI FUND OF 
rHt PREASURY 


This legislation would provide an appropriation of $1,236.41 to cover the 


following items 


1. Overpayments by Paul D. Banning, chief disbursing officer s4 





The details of the items making up the amount of $422.35 
are stated in the enclosed exhibit A 
2. Overpayments by E. J. Brennan, former chief disbursing officer 28. 46 
The details of the items making up the amount of $5428.46 
are stated in the enclosed exhibit B 
3. Overpaymoen's by G. F, Allen, d cease 1, former chief disbursing officer 30. 70 


The details of the items making up the amount of $380.70 are 
stated in the enclosed exhibit C 
t, Overpayment by Don Ler, regional disbursing officer, New York, N. Y. 14. 90 
The details of the item making up the amount of $14.90 are 
stated in the enclosed exhibit D. 
5. Counterfeit bills received 340. 00 
The details of the items making up the amount of $340 are stated 
in the enclosed exhibit F. 


The payments and counterfeit collections by the forcgoing officers for whom 
relief is requested appear to have been made in good faith and without negligence 
on their part. 


The Department would appreciate it if vou would lay the matter before the 
House of Representatives. A similar communication has been trans:nitted to 
the President of the Senate. 

The Department has been advised by the Bureau of the Budg t that there is 
no objection to the submission of this proposed legislation to the Congr Ss. 

Very truly vours, 
E. H. FoLEy, 


Acting Secretary of the Treasury. 











PAUL D. BANNING AND OTHERS 
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$2p CONGRESS HOUSE OF REPRESENTATIVES ({ REPORT 
2d Session 7 No. 2404 


'°“ HOMER C. BOOZER AND OTHERS 


Juty 1, 1952.—Committed to the Committee of the W1} 


to be printed 


Mr. Goopwin, from the Committee on the Judiciary submitted the 


following 


REPORT 
{To accompany H. R. 8205 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 8205) for the relief of Homer C. Boozer and others, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of the proposed legislation is to relieve certain em- 
plovees of the Post Office Department of liability to refund to the 
United States some small amounts they earned during the Christmas 
holidays, which it is contended was in violation of the dual compen- 
sation law. 


STATEMENT OF FACTS 


The proposed legislation was submitted to the Speaker of the House 
of Representatives by the Postmaster General and proposes such relief 
to these emplovees. 

The letter of the Postmaster General is as follows 


OFFICE OF THE POSTMASTER GENERAI 
Wash ngton 25. D. ¥. June 9, 195 
Hon. Sam RayBuRN, 
Speaker of the House of Re presentatives. 


Dear Mr. Speaker: There is transmitted herewith a draft of proposed | 
lation for the relief of Homer C. Boozer, Terry Davis, Leopold A. Fraezkow 
Karl W. Keating, and Charles A. Paris 

The purpose of this proposed legislation is to relieve the named individuals of 
liability to refund to the United States certain sums of money which they were 
paid as temporary mail handlers at the Wilmington, Del., post office for the period 
beginning December 16, 1951, and ending December 31, 1951 During this per- 
iod they also were regularly employed in the custodial service of the 
Services Administration. 

On December 18, 1951, the postmaster at Wilmington was erroneously advised 


that, in connection with the need for additional assistance during the Christmas 


2 


Kl 


General 





~ 


HOMER C. BOOZER AND OTHERS 


season, no distinction need be made between General Services Administration 
custodial employees and Post Office Department custodial employees. 

This matter was presented to the Comptroller General for a ruling and that 
official decided that ‘‘as the dual employments in question were not confined to 
the postal service, they were in contravention of the act of May 10, 1916, as 
amended, and this office is without authority to allow credit for such payments, 
assuming that the employee would elect to retain the compel sation paid 1 
eral Services Administration.” 


rhe total cost of the enactment of this legislation would be 
Inasmuch 


Caen 


»SL69 96 
as the postal service received the benefit of the services of these em- 
plovees, this Department strongly urges the enactment of this legislation. 


Phi Department has been advised by the Bureau of the B idget that there 
would be no objection 





to the submission of this legislation for consideration by 
the Congress 


OS neeral ’ 
sincerely Vours 


V. C. BurRKe, 
Acting Postmaster General. 


) 


ar, 








82p CONGRESS HOUSE OF REPRESENTATIVES  { REPORT 
2d Session t No. 2405 


AUTHORIZING THE COMMITTEE ON INTERIOR AND 
INSULAR AFFAIRS TO INVESTIGATE AND STUDY THE 
SEAWARD BOUNDARIES OF THE UNITED STATES 


Junty 1, 1952.—Referred to the House Calendar and ordered to be printed 


Mr. Detaney, from the Committee on Rules, submitted the follow Ing 
REPORT 
[To accompany H. Res. 676] 


The Committee on Rules, having had under consideration House 
Resolution 676, report the same to the House with the recommenda- 
tion that the resolution do pass. 








S20 Conaress ) HOUSE OF REPRESENTATIVES § REPOR? 
ad Nession | 7 No. 9406 


SALARY INCREASE FOR MEMBERS OF THE SUBVERSIVE 
ACTIVITIES CONTROL BOARD 


Juty 1, 1952.—Committed to the Committee of the Whole House on the st 


of the Union and ordered to be printed 


Mr. Water, from the Committee on Un-American Activities, sub- 


mitted the following 


REPORT 
{To accompany 8. 2922] 


The Committee on Un-American Activities, to whom was referred 
the bill (S. 2922) to amend subsection (d) of section 12 of the Sub- 
versive Activities Control Act of 1950, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

STATEMEN'I 


The purpose of this legislation is to increase the annual salaries of 
members of the Subversive Activities Control Board from $12,500 to 
$15,000. 

This committee finds that the existing annual salaries paid to mem- 
bers of the Subversive Activities Control Board are lower than the 
present annual salaries and annual rates of basic compensation paid 
to individuals in other key positions in the executive branch of the 
Government, notwithstanding that the duties and responsibilities of the 
Board, and the qualifications required of its members, are comparable 
to the duties, responsibilities, and qualifications required with 
respect to individuals in other high-level positions in the executive 
branch. 

The existing annual salaries of members of most other boards and 
commissions in the executive branch are not less than $15,000, a figure 
which is appreciably higher than the $12,500 paid to members of the 
Subversive Activities Control Board. In addition, the existing 
annual rates of basic compensation paid to individuals holding posi- 
tions placed in grades 17 and 18 of the general schedule of the Classi- 
fication Act of 1949, as amended—the so-called supergrades—range 
from $13,000 to $14,800. 











2 SALARY INCREASE FOR SUBVERSIVE ACTIVITIES CONTROL BOARD 


Upon consideration of all the facts, this committee finds that the 
duties and responsibilities placed upon members of the Subversive 
Activities Control Board are comparable to those of members of other 
boards and commissions and are so complex and demanding as to 
justify increasing the salaries of members of the Subversive Activities 
Control Board to $15,000 a year. 

The following table provides a comparison of the annual salaries of 
members of the Subversive Activities Control Board with the annual 
salaries of members of other boards and commissions in the executive 
branch: 








Agency Position Salary 
I ications Commissior Chairman and member $15, 000 
ower Commis I i 15, 000 
ie Commission ic 15, 000 
‘ mmerce Commission i 15 000 
‘orrier Claims Commission ak 15, 000 
“bor Reletions Board ado 15, 000 
edition Be i 15. 000 
i Retiren tB i a 15.000 
riff Con Ssiol j 15. 000 
lle Authority | 14. 000 
uties Board 15.000 
1 Exe nge Comn is i 15.0% 
Comn 16, 000 
15,000 
Atomic Energy Commission 18.000 
Ss, 00) 
Export-Import Bank of Washingtor 16, 000 
- . > , 2 a 15, 000 
rater a ene 
ederal C 1 Defense Admir tic . rato 17, 5 
, M Civil Defense Administration y Administrator 16, 000 
: : f rator. . 17, 500 
Federal Security rency § . : e 
eral Security A {Assistant Administrators 12, 200-15, 000 
: fAdministrator 17. 500 

General Services ministratior ; oa 
renera Admin ation (Deputy Administrator 15, 000 
: . {Administrator 17, 500 

Housing and Home nance gency a ts :’ 

; } ag ee (Deputy Administrator 15,000 
War Claims Commission Chairman and memb¢ 14, 000 
Displaced Persons Cor sion Chairman and member i: 14,000 

} ’ { Directo 16, 000 
ederal Mediation and Conciliation Service 
Federal Mediation and Conciliation Servic --- Associate Director 14, 000 
. . fAdministrator 17, 500 
seconstruction Finance Corporation. 
Reconstruction Financ rporation. .- \Deputy Administrator 16,000 
Subversive Activities Control Board _.--_- Chairman and members 12, 500 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as passed the Senate, are shown as follows (existing law proposed to 
be omitted is enclosed in black brackets; new matter is printed in 
italics; existing law in which no change is proposed is shown in roman): 


SECTION 12 OF THE SUBVERSIVE Activities Controt Act or 1950 
SUBVERSIVE ACTIVITIES CONTROL BOARD 
Suc. iZ. (a) * * * 
* * * * . - * 
(d) Each member of the Board shall receive a salary of [$12,500] $15,000 a 


year, shall be eligible for reappointment, and shall not engage in any other 
business, vocation, or employment, 


O 

















82p CoNnGRESS l HOUSE OF REPRESENTATIVES § Report 
2d Nession \ 


1 No. 2407 


INCREASES IN ANNUITIES PAID TO RETIRED CIVIL 
SERVICE EMPLOYEES 


Juty 1, 1952.—Committed to the Committee of the Whole Ho 


of the Union and ordered to be printed 


Mr. Davis of Georgia, from the Committee on Post Office and Civil 


Service, submitted the following 


REPORT 
{To accompany &S. 2968} 


The Committee on Post Offiee and Civil Service, to whom was 
referred the bill (S. 2968) to amend section S of the Civil Service 
Retirement Act of Mav 29, 1930, as amended, having considered the 


same, report favorably thereon without amendment and recommend 
that the bill do pass. 


STATEMENT 


The bill, S. 2968, will provide for an merease in civil-service retire- 
ment and disability annuities paid to employees who retired on or 
before April 1, 1952. This increase will amount to $36 for each full 
6 months elapsed between the commencing date of t] | 
October 1, 1952, with a limitation of $324 or 25 percent of the present 


1@ aUuItlyV an 


rate, whichever is lesser. The ierease will be effective the first day 
of the second month after the enactment of the bill. No provision is 
made under the bill for increases m annuities for those entitled to 
present or future survivors’ annuities or for Federal employees who 
retire subsequent to April 1, 1952. 

The increase will terminate on June 30, 1954, or on June 30 of any 
subsequent vear unless Congress has before that date appropriated 
the necessary funds with which to pay the increase for the preceding 
fiseal vear. There is a second provision for termination of these 
increases. This termmation will occur at such time as the Consumers’ 
Price Index of the Bureau of Labor Statistics for three consecutive 
months is lower than the index for April 1948 

Section 2 of the bill creates a Committee on Fiseal Policy for Federal 
Civilian Retirement Systems. The Secretary of the Treasury, the 
Chairman of the Board of Governors of the Federal Reserve System, 
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and the Director of the Bureau of 
members of the Committee. 

It shall be the responsibility of this committee to examine into the 
various Federal civilian retirement systems and submit a report to 
the Congress not later than June 30, 1953, covering the following: 

(a) A survey of existing methods of determining and funding the 
Government’s portion of the cost of the retirement systems for civilian 
employees of the United States Government and of the District of 
Columbia government; 

(b) A recommendation as to the desirability of a uniform method 
of cost determination and funding; and 

A recommendation of the uniform method of cost determination 
and funding (or varied methods applicable to the several systems, if 
found desirable), which, in harmony with budget and fiscal policies 
of the United States, will result in the proper discharge of the Govern- 
ment’s liabilities under such retirement systems. 


the Budget are designated as 


WAIVER OF INCREASE IN ANNUITIES 

Section 3 of the bill permits annuitants to waive increases granted 
by this bill. This provision is to prevent the occurrence of situations 
whereby veterans receiving nonservice connected pensions would be 
denied their pension if the civil-service annuity, as a result of this 
increase, exceeded $1,400 a year for such single veterans or $2,700 
a vear if married. 

FINANCING THE INCREASES 


Under the bill the increases will be paid out of the civil service 
retirement and disability fund for a period not exceeding 2 years. 
They will not be continued beyond the 2-year period unless appropria- 
tions are made to the civil service retirement and disability fund for 
the specific purpose of compensating the fund for the cost (as deter- 
mined by the Civil Service Commission) of the increases in annuities 
provided i in this bill. 

The increased payments to annuitants under this bill for the 2 
years when it will be borne by the fund will amount to $62,000,000. 
If this increase is continued by means of appropriations as authorized 
by the bill, there will be an additional cost of $218,000,000. 


NEED FOR INCREASES 


Need for the increases which this bill provides stems from the sharp 
increase in the cost of living since the last increase in annuities for 
retired Federal employees provided in the Retirement Act Amendments 
of 1948. The Consumers’ Price Index for April 1952 is 188.7, as 
contrasted with 169.9 in April 1948, the date of the last increase in 
retirement annuities. 

Studies by the Department of Labor in 1950 developed that for a 
couple to maintain an adequate standard of living would require an 
income of $1,800 a year or $150 a month. Annuities of retired 
Federal employees average $96 a month or two-thirds of what is 
considered adequate. 

Employees retired on disability average $76 a month or one-half of 
the adequate amount. 
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The committee believes the increases provided in this bill will fill a 
critical need for the retired employees, and that it is in harmony with 
the recent policy of the Federal Government increasing annuities. 

The committee points out that with respect to annuities for which 
the Federal Government establishes the policy, Congress has already 
approved the principle of increases because of the rising cost of living 
for the military, veterans, social-security benefits, railroad retirement 
pensions, and Foreign Service employees. 
VIEWS OF DEPARTMENTS 
The Chairman of the Civil Service Commission, in opposing this 
legislation, pointed out that all persons with fixed imcomes were 
affected by the rise in the cost of living. Granting increases to retired 
Federal employees would set them up as a class with special treatment. 
He pointed out that there were more than 4 million families in the 
country with annual incomes of less than $1,000 a year. The average 
annuity paid to Federal retired civil service employees is about $1,200 
a Vear. 

The Chairman of the Commission expressed further concern over the 
effect of paying increases out of the civil service retirement and dis- 
ability fund which he declared to have $5 billion more in liabilities 
than in assets. He also stressed the rapid rate of increase of liabilities 
when compared with the rate of increase in assets, stating that this 
is a dangerous trend and could jeopardize the civil-service retirement 
system. 

He advocated that if annuities were granted to these retired em- 
plovees that they be granted only if appropriations were made there- 
for and where the increased annuities would not exceed $1,800 a year. 

The Assistant Director of the Bureau of the Budget, who testified 
on this legislation, approved it with certain amendments which he felt 
necessary if the increases provided in the bill were adopted. He 


, stressed particularly the need for a comprehensive survey of all Federal 
retirement systems, civilian and military, and stated that such a study 
should 


include a thorough actuarial investigation of the nature and cost, as well as the 
financing, of benefits under all the retirement and related benefit systems for 
Federal personnel. 

In stressing the importance of such a study, he stated that it should 
be made whether or not the Congress increased annuities in order that 
it’may provide for future adjustments and improvements in our 
Federal retirement systems. 

It is the view of the committee that despite these objections the 
need for granting increases in the annuities of Federal employees 
already retired is an overriding consideration and one which should 
be approved in this Congress. 

The reports of the Civil Service Commission and the Bureau of the 
Budget on a companion House bill follow: 
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UNITED States Civit SERVICE COMMISSION, 
Washington 25, D. C., June 16, 1952 


Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. Murray: I am referring further to vour letter of May 24, 1952 
relative to H. R. 7971, a bill to amend section 8 of the Civil Service Retirement 
Act of May 29, 1930, as amended. 

The bill would provide for an increase in the annuity of each employee who was 
retired on or before April 1, 1952, and who on the date of enactment is receiving, 
or entitled to receive, annuity from the civil service retirement and disability 
fund. This increase would amount to $36 for each full 6 months elapsed between 
commencing date of annuity and October 1, 1952, with a limitation of $324 or 
25 percent of present rate, whichever is lesser. The increase would be effective 
the first day of the second month after enactment. The bill does not increase 
annuities to survivors now on the roll or to those added to the roll in the future. 

This stipulated increase would terminate, without subsequent resumption, at 
the end of the second month after the Consumers’ Price Index of the Bureau of 
Labor Statistics had been, for three consecutive months, less than the index for 
April 1948. This figure is 169.9 and will be used as the standard, unless the 
Bureau revises its calculation basis in which event the proper conversion factor 
will be used in the determination. 

The increase would also be subject to such termination on June 30, 1954, or on 
June 30 of any later year unless Congress had before that time appropriated the 
funds necessary to pay the increases for the fiscal year preceding such date. 

There would be created a Committee on Fiscal Policy for Federal Civilian 
Retirement Systems, its members being the Secretary of the Treasury, the Chair- 
man of the Board of Governors of the Federal Reserve System, and the Director 
of the Bureau of the Budget. This Committee would survey existing methods of 
determining and funding the Government’s cost of these retirement systems and 
make report and recommendations to Congress, on or before June 30, 1953, as to 
the method or methods of financing which will result in the proper discharge of 
the Government’s liabilities. 

Section 3 of the bill would permit annuitants to waive any or all of their annu- 
ities, which waiver would be revokable. Whiie the purpose of the bill is to provide 
an income increase to the annuitants affected, the allowance of such increase would 
in some instances produce the exact opposite result. Laws providing for pensions 
for veterans by reason of non-service-connected disabilities contain a bar against 
their receipt where the veteran has an income from other sources in amounts of 
$1,400 a year if single, and $2,700 if married. The Veterans’ Administration 
classes annuities allowed under the Civil Service Retirement Act as such other 
income. Therefore, the allowance of this increase would in some eases raise the 
income above the limitations specified thereby causing a loss of the entire amount 
of the pension, and a corresponding decrease in total income. 
would remedy this situation. 

The justification for increases in annuities is based upon a recognized higher 
cost of living. The Bureau of Labor Statistics recently estimated the annual 
income necessary to support a family of two persons over 65 at a modest but 
adequate level of urban living. It found that a modest level of living for a retired 
elderly couple costs between $1,700 and $1,800 a vear at October 1950 price levels 
in nearly half of the 34 cities for which it made estimates. The figure varied 
from city to city—for example $1,908 a year in Milwaukee, $1,863 a year in 
Washington, D. C., and $1,602 in New Orleans. 

In view of these findings, the Commission sees no justification for increasing 
annuity rates to more than $1,800 and strongly urges that the bill be changed to 
contain this limitation. As of June 30, 1951, 21,080 of a total of 166,680 retired 
employees were receiving annuities of $1,800 or more. 

As of June 30, 1951, there was in the civil service retirement and disability 
fund the sum of $4,419,927,112.89 in cash and investments. This is, of course, 
a substantial sum, but creates a false impression or sense of security when 
examined alone. On the other side of the ledger, we find that the fund had on 
that date liabilities of $9,294,927,112.89. This results in an excess of liabilities 
over assets (or deficit) of $4,875,000,000. This is illustrated by 
comparative statement, which also shows how the deficit has 
1947 to 1941. 


The proposal 


the following 
increased from 
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Statement of condition of the civil service retirement and disability fund as of June 30 


1947, and June 30, 1951 


LIABILITIES 


Liability to present and former employees for deductions from 


payroll, service-credit purchases, voluntary deposits, and ac 
crued interest $1, 571, 744, 2 ov | t 4. Of 
2. Liability to beneficiaries or heirs of deceased, retired employees for 
unliquidated balances of their contributions, with interest 1, 187, 210. 41 507, 797. 79 
Liability to retired employees and survivor annuitants for pay 
ments accrued during June, payable July 1 8,911 8. 28 7, 224, 223. 18 
$. Liability for all future payments in respect to employee and sur- 
Vivor annuitants on the roll SA7, OOS, BSS. OO 2. O16. { s 
Liability for prospective annuity benefits based on service already 
rendered by present end former emplovees, not vet retired, 
excess Of benefits to be provided by their contributions witt 
interest 3. 10 177. 9O3. OF 4.709. 4 ( is 
6 Total 5 572.919. 503. 94 904. 927. 112. 89 
ASSETS 
7. Cash and investments in obligations of the United Stat 2, 478, 919, 593. 94 4, 419, 927,112.89 
DEFICIT 
8. Excess of liabilities over assets 3, O94, 0 M | M M 


The bill in its present form provides for the payment of the — » out of the 


se out of i¢ 
civil service retirement and disability fund for a possible period of 2 vears with 


no assurance that the fund would be reimbursed by specific caoniean ition. If 
the fund is not reimbursed by appropriation the already huge deficit would be 
increased by approximately * $62,000,000. In the judgment of the C 
this is improper; appropriation to cover the increases should be made in advance. 
The Commission therefore recommends that the bill be amended to provide 
that the proposed increases would not be payable until funds are first appr ypriated 
for this purpose. This is in contrast with the present form of the bill wh 
not require any appropriation for the fiscal vears 1953 and 1954. 
The Commission further recommends that immediate steps be taken to obtain 


ommission 


ich Asa 


ANU] 
an appropriation at this session of Congress. A majority of the Commissior 
believes that if an appropriation is not obtained at this session the increases 
should be deferred until such an appropriation is made. Commissioner James 


Mitchell believes that if, in the judgment of the committee, 
cannot be obtained at this session, the increases should be 
the bill. 


a special appropriation 
granted as provided i 


The appropriation necessary to cover the first vear cost of the bill in its present 
form is estimated to be $33,900,000, and would need to be made not later than June 
30, 1954, in order for increases to be paid after that date. If the Commission’s 
recommendation for the limitation of $1,800 on increased annuities were adopted, 


the first vear cost is estimated to be $27,700,000, and, under the Commission’s 
further recommendation for advance appropriations, this amount would need 
be made available before any increases are payable. 

In our opinion the Civil Service Commission, which administers the retirement 
system covering the great majority of Federal employees, should be represented 
on the proposed Committee on Fiscal Policy for Federal Civilian Retirement 
Svstems. It is therefore suggested that the Chairman of the Commission be 
designated as a member and a fifth member be designated by the President as the 
Committee Chairman. 

The Commission is unanimous in its belief that this bill with amendments as 
proposed offers an equitable solution to the problem, and there are attached copies 
of H. R. 7971 ineorporating the amendments recommended by the Commission in 
this report. If the amendments suggested in this report are adopted, the bill 
would then conform to the main point influencing the Commission in its report on 
H. R. 6540, namely, that any increases to retired employees do not impair the 
financial structure of the svstem. 

Should hearings be scheduled on this bill, the Commission would 
being given opportunity to testify. 





appreciate 
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In view of the need for immediate reply, the Commission has not been able to 
clear this report with the Bureau of the Budget. 
By direction of the Commission: 
Sincerely yours, 


LOBERI RAMSPE« _¢ Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington 25, D. C., June 19, 1952. 
Hon. Tom Murray, 


Chairman, Committee on Post Office and Civil Service, House of Representatives, 
213-215 Old House Office Building, Washington 25, D. C. 

My Dear Mr. CuarrmMan: Reference is made to your letter of May 24, 1952, 
inviting the Bureau of the Budget to comment on H. R. 7971, a bill to amend 
section 8 of the Civil Service Retirement Act of May 20, 1930, as amended. 

As pointed out in Mr. Staats’ statement before your committee, a copy of which 
is enclosed, the Bureau of the Budget would have no objection to the enactment 
of the bill with certain amendments described in the statement. 

Sincerely yours, 
ELMER B. Sraars, 


Acting Director. 
Enclosure. 


STATEMENT OF ELMeR B. Sraats, ASSISTANT DIRECTOR OF THE BUREAU OF 
rHE BupGetr, Berore THER House CommMirreEe ON Post OrricE AND CiIviIL 
SERVICE, ON LEGISLATION To AMEND THE CiviIL-SERVICE RETIREMENT AcT 


On behalf of the Bureau of the Budget, I appreciate this opportunity to discuss 
the bills to increase civil-service retirement benefits which are being considered 
by vour committee. Three central issues are involved in these 14 widely varying 
bills: (1) whether there should be an increase in payments to present annuitants 
under the civil-service retirement system; (2) if an increase is granted, what form 
it should take and how it should be financed; and (3) for the future, what basic 
policies should govern the benefits to be provided under the civil service and other 
retirement systems for Federal personnel and how these systems should be 
financed, 

tegarding the first question, as to whether there should be an increase to persons 
now on the rolls, it is general knowledge that the decline in purchasing power 
which has resulted from advances in prices works a hardship on those who depend 
upon fixed annuities for their livelihood. This shrinkage in buying power affects 
not only civil-service annuitants but also other groups of persons who depend upon 
fixed incomes derived from such sources as savings deposits, life-insurance policies, 
and pension rights built up in periods when the purchasing power of the dollar 
was greater and the planned levels of income therefore seemed adequate. 

Rising prices therefore confront the Federal Government with special problems 
in all the benefit and assistance programs which it operates. In considering this 
legislation to provide increased payments to present annuitants of the civil service 
retirement system, the Congress is faced with the problem of deciding whether 
the obligation of the Government to its former employees is different from its 
obligation to beneficiaries under other programs. On the one hand, the Govern- 
ment has no commitment to restore the purchasing power of these annuities. 
On the other hand, the Congress has already enacted, and the President has 
approved, legislation providing cost-of-living increases in the railroad retirement, 
veterans’ compensation and pension, military retirement, and foreign service 
retirement benefits. The House has also passed a bill to provide increases in 
social security benefits. In addition, in deciding whether to grant the proposed 
civil service increases, the Congress will want to consider the role of retirement 
benefits as part of the personnel policy for attracting and keeping able people in 
the Government service. 

I turn now to the second issue, which relates to the form and financing of a 
possible increase in benefits. As your committee has been advised in reports 
submitted on May 5 and May 19, 1952, on various of the bills under discussion 
today, the Bureau of the Budget has no objection to adjustments in the annuities 
of those presently on the civil service retirement rolls provided (1) that the 
adjustments Maintain a reasonable relationship of benefits to length of service 
and past earnings of the annuitants and (2) that financial arrangements are made 


Q INCPRPPACES TN ANNT'ITIFS TO RETIRED CIVIL SERVICE EMPLOYEES 


ANTI AEITE 


ne 


INCREASES IN ANNUITIES TO RETIRED CIVIL SERVICE EMPLOYEES 7 


so as to avoid impairing the equities of future beneficiaries in the civil service 


retirement and disability fund. If the Congress determines that an increase for 
present annuitants is warranted, the real issue then appears to be the proposition 
that benefit increases for present annuitants be absorbed by the civil service 
retirement and disability fund without reimbursement from the General Treasury. 

In the light of these considerations, it seems to us that, if the Congress decides 
to increase these benefits, 8. 2068, the bill passed by the Senate, or Hl. R. 7971 
which are nearly identical bills, embody a generally acceptable for: 


increase and for financing it. However, in that event, the provisi« 
priations to the trust fund should be made more adequate. 


Phe importance of covering the cost of increased benefits for ret 


from general appropriations should be particularly e¢mphas 


vula for this 


for appro- 


j eCmMmplovees 


zed. Becar 


civil-service retirement and disability system is basically @ statl 


Ise t he 


pension systen 
covering a particular group of personnel, special care must be taken to adhere to 
sound financing principles. Over the vears the principle has be lowed of 
funding the obligations for future benefits under the system through employee 
and Government contributions 

The system necessarily started with an unfunded liability for prior Vice 
credits. Rising pay rates and successive liberalizations of the Retirement Act, 


coupled with the fact that appropriations made by the Congre 
the Government share of the costs, have resulted in the accumulation of a 
unfunded Government liability of nearly $5 billion to the trust fund While t! 
contingent liabilities of the Government under other benefit programms are mucl 
larger in amount, this deficiency of $5 billion is a serious problem for the civil- 


service system. There is always the danger for Government emplovees covered 


ave not covered 


it* 


by a staff-pension system that, if the svstem is overcommitted in terms of the 
benefits promised, future Congresses mav fail to make the appropriations necessary 
to pay the benefits. To strengthen the financial position of the fund, the President 
recommended in the 1953 budget that a start be made on amortizine the Govert 
ment’s accrued liability to the fund over the next 30 vears. Thus 
system eventually would be financed on a full reserve basi 

Since the Bureau has already reported to yvour committee on all these bills 
except H. R. 7971, it may be useful to comment on the scope and extent of 
increases in benefits under this particular bill. If ar 


I 


the retirement 


1 increase is to be granted, the 
Bureau of the Budget favors the approach adopted in this bill of providing some 
increases to all annuitants in preference to the alternative of restricting increases 
to beneficiaries receiving annuities of less than $1,800 a vear. On the other 
hand, H. R. 7971 does not provide increases to surviving dependents of emplovees. 
If increases are to be provided to the retired employees 


. consideration should also 
be given to providing some assistance to survivors now on the benefit rolls. 

Finally, although the annuity increases proposed in this bill would not 
necessarily be permanent, no cut-off date is provided and these contingent increases 
might continue indefinitely as a supplement to the basic formula. 
that a definite time limit should be provided, particularly if there is 
of retirement fund financing. 

I should like now to diseuss the third major questi 
which confronts the Congress as well as the executive branch. There is need 
for a thorough re-evaluation of basie policy for the provision and financing of 
retirement and other types of similar benefits for all cate 
This involves also the clarification of the relationshiy 


It seems to us 


to be a study 


on il the retirement fic Id 


OTies of ke deral personnel, 


a ps among the various staff 
pension svstems as well as between such svstems and the basic old-age and 


survivors insurance svstem. The Bureau of the Budget, the Civil Service Com- 
mission, and the Federal Security Ageney are now earrying ot 


jointly a fact- 
finding study of existing problems in the relationships between the civil servic 








retirement and the old-age and survivors insurance systems. However, this 
covers but a small part of this Government-wide problem. 

In addition to pro iding higher benefits for those now retired, H. R. 7971 and 
S. 2968 prov. ide for a study to be ma le by a Committee on Pj a} P r 
Federal Civilian Retirement Svstems It would be the purpose of this stud ( 
determine the hest methods of discharging the Government’s fina 1 res} - 
bilitv under all the Federal civilian retirement svsten 

The Bureau of the Budget strongly favors such a id How believe 
that its usefulness would be greater if the scope were broadened aoa ais 
the bills, the Inquiry would be confined to determining the best method o tic- 
ing the Government’s share of the costs of the Feder: retiren svstems 
If the study were broadened to include a thoroug!) l est] ion of the 
nature and cost, as well as the financing, of be fits | ! nt and 
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related benefit svstems for Federal personnel, it would provide a much better 
basis for reconsideration of present policies. 
We base this view in part on a preliminary study made pursuant to Hoover 
Commission recommendations. This study was conducted for the Bureau of the 
Budget by an independent actuarial firm and financed from the President’s man- 
agement improvement fund. The report covered 13 different retirement systems 
maintained for Federal personnel, with many widely differing plans and provisions, 
We estimate that obligations to pay benefits are now accruing for all these systems 
at a vearly rate of over $2 billion. 
Actuarial Report No. 1, which is chiefly a tabulation of provisions and benefits 
of Federal emplovee retirement systems was prepared as part of this study. This 
could readily serve as the starting point for the broader study which we think is 
needed. Although a copy of this report was provided to vour committee when it 
was completed, we should like at this time to make available another copy in the 
event that vou wish to incorporate it in the record of these hearings 
Specifically, it is recommended that the investigation apply actuarial and 
other techniques to the comparative study of the following aspects of the general 
subject: 
1. The types and amounts of retirement and other related benefits provided 
to Federal personnel, including their role in the compensation system as a 
whole; 
2. The necessity for special benefit provisions for selected employee groups, 
such as overseas personnel and employees in hazardous occupations: 
3. The relationships of these benefit svstems to one another, to the Federal 
employees’ compensation system, and to such general systems as old-age and 
survivors Insurance system; and 
+. The current financial status of the several systems, the most desirable 
methods of cost determination and funding, the division of costs between 
the Government and the members of the svstems, and the policies that should 
be followed in meeting the Government’s portion of the cost of the various 
systems. 
With this broader assignment, it would also appear desirable to change the 
name of the proposed study committee to the Committee on Retirement Policy 
for Federal! Personnel. We also support a suggestion which has been made by 
the Civil Service Commission for the enlarging of the membership of the proposed 
Committee to include the Chairman of the Civil Service Commission and also a : 
fifth member to be designated by the President as the Committee Chairman. The | 
bill should also be amended to authorize appropriations necessary for the conduct 
of the study. Such a study cannot be made successfully without incurring 
expenditures for personnel, actuarial and other consultants, supplies and services, . 
and printing. : 
In conelusion, it seems evident that, whether or not the Congress decides at this 
time to provide increased benefits to present annuitants, the policy problems 
involved in the existing benefit systems for Federal personnel are increasingly 
complex and interrelated. A thorough study is needed to provide a solid basis 
for future adjustments and improvements in these systems. 


CHANGES IN EXISTING LAW 


Iv compliance with paragraph 2a of rule XIIT of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as passed the Senate, are shown as follows (new matter is printed in 
italics, existing law in which no change is proposed is shown in roman): 


SECTIONS 8 AND 13 oF THE CiviIL SERVICE RETIREMENT Act oF May 29, 1930, 
AS AMENDED 


RENEFITS EXTENDED TO THOSE ALREADY RETIRED 


Sec. 8. (a) In the ease of any officer or emplovee who before the effective date 
of this Act shall have been retired on annuity under the provisions of the Act of 
May 22, 1920, as amended, or section 8 (a) of the Act of June 16, 1933, the annuity 
shall be increased, effective on the first day of the second month following the 
month in which this Act is enacted by 25 per centum or $300, whichever is the 
lesser: Provided, That each such annuitant may, prior to the effective date herein 
prescribed, elect to retain his or her present annuity, in lieu of the increased annuity 
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provided by this section, and name his wife or her husband to reeeive upon his or 
her death one-half of his or her present annuity but not to exceed S600 per ant 
during the remainder of the life of such surviving husband or wife and upon the 
death of such survivor no further annuity shall be due or payabl Any such 
annuitant who died during the period beginning on February 29, 1948. and end- 
ing on April 30, 1948, leaving a surviving wife or husband, shall be deemed 
have made the election authorized in the foregoing proviso and to have named 
such wife or husband to receive an annuity as provided in such provi: but no 
such annuity shall become due or payable to such wife or husband prior to Ap 
1, 1948. Except as provided in this section, the amendments made by this A¢ 
shall not apply in the case of officers and employees retired prior to the eff 
date of this Act. 

In case any officer or employee shall have been separated subsequent to J 
ary 23, 1942, and prior to the effective date of this Act and have acquired titl 
to annuity under section 7 of the Act of May 29, 1930, as amended, begin 
after such effective date, his rights shall be determined and annuity ¢ mp ited 
as though this Act had not been enacted: Provided, That any such officer or 
emplovee who has completed less than twenty vears’ civilian service mav ¢ 


to forfeit his right to such annuitv and elect to receive in lieu thereof 


credited to his individual account together with interest compounded on Decem 
ber 31 of each vear at the rate of 4 per centum to the date of his separation or 
December 31, 1947, whichever may be the earlier, and at the rate of 3 per centum 
for anv period thereafter before April 1, 1948: Pro the That if the 
separation of such officer or employee was involuntar not by removal for cause 
on charges of misconduct or delinquency, the total amount of deductions, with 
such interest, shall be returned 

In the case of any officer or ¢ mplove who, prior to the ¢ Teetiv aat of this 





Act, shall have been retired on an annuity under the provisions of the Alaska 
failroad Retirement Act, as am i 





amended, or section & (b) of the Act ! , 33, the annulty all b - 
creased effective April 1, 1948, by 25 per centum or $300 whichever is the lesser: 
Provided, That each such annuitant may, prior to the xpiration of sixt lave 
following the date of enactment of this paragraph, elect to retain his or her 
present annuity, in lieu of the inereased annuity provided by this paragrap! 

name his wife or her husband to receive upon his or her death one-half of his 
or her present annuity but not to exceed $600 per annum during the remainder 
of the life of such survivor and upon the death of such survivor no further annuity 
shall be due or payable. Any such annuitant who shall have died between the 


effective date of this Aet and the expiration of the said sixtv-dav period after the 
enactment of this paragraph leaving a surviving wife or husband shall be deemed 





to have named such wif ry husband to receive an annuitv as provided hereir 
but no such annuity shail become payable to such wife or husband prior to the 


date of enactment of this paragraph 
the provisions of this Act shall not 
of The Alaska Railroad, Territory 
Panama Canal or the Panama Railroad Company (1) retired prior to the effee- 
tive date of this Act, or (2) separated prior to such date, in which case their 
refund or annuity rights shall be determined as though the Alaska Railroad 
Retirement Act and the Canal Zone Retire | 
Provided, That there shall be deemed applicable as of July 29, 1942, to sucl 
officers and emplovees of the Panama Canal and the P: 











the provisions of the Aet of July 30, 1947 (61 Stat 2 | resp eo the 7 I 
of amounts deducted from compensation 
b 1) In the case of any retired officer or emplovee mentioned in the first 


3° 


paragraph of subsection (a) who did not elect a survivor’s annuity in accordance 
with the proviso in such subsection, there shall be pavable upon bis or her deat! 
to his or her wife or husband to whom the annuitant was married before April 1, 
1948, an annuity equal to one-half of his or her present annuity (excluding the 
increase therein under subsection (a)), but not to exceed S600 per annum, durin: 
the remainder of the life of such survivor. 7 ision rth 
apply in the ease of any such annuitant who died subsequent to April 30, 1948. 

(2) Any such retired officer or employee who elected a survivor's annuity in 
accordance with the proviso in subsection (a) shall be paid an increase in his 
annuity of 25 per centum or $300 whichever is the lesser 

c) (1) The annuity of any employee who, before the date of enactment of this 








amendment, was retired and is receiv ng or ent lled to receive annuity from the fund, 


1) . l ] . ! , . 
shall be ine eased, effective on the first day of the second onth following enactment of 
J 7 ; ’ 
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this amendment, by $36 for each full six-month period elapsed between the commencing 
date of annuity and October 1, 1952: Provided, That such increase in annuity shall 
not exceed the lesser of $324 or 25 per centum of the present annuity: Provided further, 
That the increases to retired employees provided by this subsection shall not operate 
to increase the annutties of their survivors. 

2) The increases in annuity provided by this subsection shall be paid from the 
civil-service retirement and disability fund, and shall terminate, without subsequent 
resumption, under either of the following conditions: 

(A) At the end of the second month following the third consecutive month for which 
the Consumers’ Price Index of the Bureau of Labor Statistics is less than 169.9, the 
in le <4 for the month of April 1948. In the event that the Burea d of Labor Statistics 
revises the basis of calculating the Consumers’ Price Index, it shall immediately furnish 
to the Commission a conversion factor designed to adjust to the new basis the index 
figure of 169.9 described herein, and such adjusted index shall be used for the purposes 
of this s thsection. 

B) On June 30, 1954, or on June 30 of any subsequent year, unless before such 
date an appropriation has been made to the civil-service retirement and disability 
fund for the specific pur pose of com pe nsaling said fund for the cost, as determined 
by the Commission, of increases provided by this subsection during the fiscal 

mmediate ly prece ding such date. 


year 


PAYMENT OF ANNUITIES AND FORM OF APPLICATION 

Sec. 13. Annuities granted under the terms of this Act shall accrue monthly 
and shall be due and payable in monthly installments on the first business day of 
the month following the month or other period for which the annuity shall have 
accrued. Payment of all annuities, refunds, and allowances granted hereunder 
shall be made by checks drawn and issued by the Treasury Department in such 
form and manner and with such safeguards as shall be prescribed by the Civil 
Service Commission in accordance with the laws, rules, and regulations governing 
accounting that may be found applicable to such payments. 

Applications for annuity shall be in such form as the Civil Service Commission 
may prescribe, and shall be supported by such certificates from the heads of 
departments, branches, or independent offices of the Government in which the 
applicant has been emploved as may be necessary to the determination of the 
rights of the applicant. Upon receipt of satisfactory evidence the Civil Service 
Commission shall forthwith adjudicate the claim of the applicant, and if title to 
annuity be established, a proper certificate shall be issued to the annuitant under 
the seal of the Civil Service Commission. 

An annuity granted for retirement under the provisions of section 1 or 2 of this 
Act shall commence the first day of the month following the date of separation 
from the service, or on the first dav of the month following the month in which 
salary shall cease provided the emplovee meets the age and service requirements 
for retirement at that time, and shall continue during the life of the annuitant. 
An annuity granted under the provisions of section 6 or 7 hereof shall be subject 
to the limitations specified in said sections. 

The term “annuitant” as used in this Act shall include any emplovee who has 


met all requirements of the Act for title and has filed claim therefor, notwithstand- 





ing final administrative action was not taken by the Civil Service Commission 
prior to his death. Nothing in this section shall be so construed as to reduce any 
henefit otherwise pavable. 

lny person entitled to annuity from the civil-service retirement and disability fund 
may decline to accept all or any part of such annuity by a waiver signed and filed with 


the Commission. Such watver may be revoked in writing at any time, but n 


oO pay- 
ment of the annutty waived shall be made cove ring the pe riod duri? q thich such 
maive was in ¢ [he et: Pro ided, That, when established by affidar tt. personal se Ce 
rendered the Senat prior to July 1, 1935, as clerk to the Secretary for the Vajo j or 
( clerk to the Secretar / for the Minority shall be creditable for civil-service retirement 

) DOSE on the same basis as other Senate service: And pro ided further, That, 
/ n estah shed hy afiida it, pe rsonal Service he ‘elofore or he reatte ré nile ed as an 
emmy lnues oft a senator al campaign committee shall be creditable io ( Ise Ce 


retirement 7 rposes on the same basis as other Senate service 














MINORITY VIEWS OF REPRESENTATIVE TOM 
MURRAY 


At the start of hearings on the various bills to increase a 
retired Federal emplovees j openly and plainly stated t 
posed to any such increase, and why. Nothing that has transpired 
since warrants any modification of those views. In fact, my opu 
that such increases are ill-advised, unfair, and dangerous at 
has been strengthened by the hearings. 


SURVEY BEFORE ANY INCREASI 


It is mv unalterable conviction that Congress should not consider 
any legislation to liberalize retirement annuities until after a compre- 
hensive survey has been made of the many existing retirement plans 
apd similar benefits for civilian and military personnel of the Govern- 
ment. There can be ho informed legislation except on the bas s of 
the results of such a survey. 

The Assistant Director of the Bureau of the Budget made the fol- 
lowing statement at the hearings: 


There is need for a thorough reevaluation 


is pol ! al 
financing of retirement and other types of similar benef for a g f 
Federal personnel This involves also the clarification of t 2 
the various staff pension svstems as well as between s vst ¢ a 
old-age and survivors insurance systen The Bureau of t ud t C 
Service Commission, and the Federal Security Ageney ar arr ( 
a fact-finding study of existing problems in the a | ‘ ( 
service retirement and the old-age and rvivor ra . Cl 
this covers but a small part of this Government ‘ 

x * 
We base this view in part on a preliminary 

different retirement systems maintained for Federa 
differing plaus and provisions We estimace that al 
now accruing for ail these svstems at a vearly ra S2 


The President last year asked Congress to make such a& SUrvVeV. [ 
think it would be very enlightening, particularly with respect to duph- 
cation and overlapping of payments. Aside from the matter of private 
incomes, many annuitants have entered private industry and are 
re¢ elving or will be eligible for social Security benefits along with r 
tirement. Some get payments based on military or naval service as 
well as retirement. Some may get all of these 

Such “survey” as is provided for in 8. 2968 will be after the 
creases have been paid. It will be merely locking the stable after thi 
horse is stolen. It could not restore 1 cent to the retirement fund 
or the Treasury, even though it showed that the increases granted by 


the bill were not justified. As pointed out by the Bureau of the 
Budget, the scope of the survey should be ereathy broadened to include 
a thorough actuarial investigation of costs as well as financing of 


benefits under all retirement and related benefit systems for Federal 
personnel. 
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This legislation creates a Committee to handle this important sur- 
vey, but leaves the Civil Service Commission without representation 
on the Committee. It is imperative, | think, that the Chairman 
of the Civil Service Commission should be a member of any such 
Committee. 

RETIREMENT FUND DANGEROUSLY LOW 


L have stated before, and I reiterate now, my opposition to increasing 
retirement benefits or annuities in any way, shape, or form because 
it will jeopardize the soundness of the civil service retirement fund. 
The Chairman of the Civil Service Commission reported that the fund 
presently is in the “red” nearly $5 billion insofar as concerns having 
sufficiently funds to meet its obligations and liabilities. The fund 
fails by nearly $150 million to cover the amounts due those already 
retired—a total of $2,016,051,658 based on life expectancy—plus the 
amounts due present employees if they should withdraw the money 
in their mdividual retirement accounts. For the past 4 years there 
has been a total deficit of $1,800,000,000. The Chairman of the Civil 
Service Commission submitted a most revealing “‘balance sheet’? com- 
paring the condition of the fund 5 years ago and 1 year ago. It does 
not take a certified public accountant to see, from this statement, that 
any further charge on this fund to increase present annuities would 
be most unwise. The statement follows: 


Statement of condition of the civil service retirement and disability fund as of June 30, 
1947, and June 30, 1951 











June 30, 1947 June 30, 1951 
LIABILITIES 
Liability to present and former employees for deductions from 
payroll, service-credit purchases, voluntary deposits, and 
I 1 interest $1. 571, 744, 233. 29 | $2, 550, 616, 394. Of 
2. I y to beneficiaries or heirs of deceased, retired employees for 
lidated balances of their contributions, with interest 1, 187, 210. 41 1, 597, 79 ) 
Liability to retired iployees and survivor annuitants for pay 
ments accrued during June, payable July 1 8. 911, 558. 28 7, 224, 223.18 
4. Liability for all future payments in respect to employee and sut 
vor annuitants on the roll RAT. OOS BRS, 00 2 016, 051, 658. 00 
Liability for prospective annuity benefits based on service already 
rendered by present and former employees, not yet retired, in 
excess of benefits to be provided by their contributions wit! 
est 3. 103. O77, 903. 96 $4. 709, 437, 039. SE 
Total 72.919, 593. 94 » 204 927, 112. 8Y 
\SSETS 
Cash and investments in obligations of the United States 2 478. 919, 593. 04 $4. 419. 927, 112. 89 
DEFICIT 
8. Excess of liabilities over assets 2 +, 094, 000, 000. 00 4, 875, 000, 000, 00 


The Chairman pointed out that 


the three Civil Service Commissioners by law are the trustees of the civil service 
retirement and disability fund. They feel that a responsibility rests upon them 
to protect this fund in order that the promises made in the legislation may be 


fulfilled 


I am just old-fashioned enough to feel that the Government, like its 
citizens, should consider its word its bond, its trust sacred This 
legislation will coerce the trustees of the civil service retirement trust 
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fund into a breach of trust, and cause serious depletion of individual 
equities in the trust. This legislation will pump $62 million out of 
the trust fund in 2 vears, and leave it up to chance that some future 
Congress will make an appropriation to replenish the fund, if needed, 
when present workers become entitled to their annuities. Hf the 
increase Is continued on a permanent basis from appropriations, as 
authorized by this bill, there will be an additional cost of $218 million 
No matter how you look at it, this proposed increase for persons al- 
ready retired must come either from the taxpavers or from the equities 
in the retirement fund of those who will retire ta the future 

Among the most striking rags te on this legislation was the state- 
ment by the Chairman of the Civil Service Commission that he had 
explained this legislative proposal to groups of a thousand or more 
present Federal employees who overwhelmingly opposed it when they 
came to understand its effect on their individual equities in the retir 
ment fund. 


BENEFITS VERSUS CONTRIBUTIONS 


Present annuitants as a group have received payments already 
many times greater than their contributions. Our Government has 
been most generous to them. Service before 1920 has been credited 
without any contribution at all to the retirement fund. For 6 vears 
after 1920 contributions were at the rate of only 2% percent. There- 
after the rate was 3} percent for 16 vears, 5 percent for 6 vears. 
Only those retiring since 1948 have contributed 6 percent, the rate 
all present e mplovees are paying. Yet, these retired employees 
Want increases which will make their annuities largely comparable 
to those many present employees will receive upon retirement. 

This unfairness is emphasized by cold statistics. A Civil Service 
Commission statement was furnished showing that the 166,000 annui- 
tants on the rolls June 30, 1951, had contributed about $240 million 
These people already have been paid approximately $947 million, and 
will receive $2,816,000,000 more based on their life expectancies, or 
$3,763 ,000,000 in all. This is better than a 12-to-1 return on invest- 
ment. No present emplovee will get such a w indfall] 


POLICY OF CONGRESS 


I deeply sympathize with annuitants who are in financial distress 
| supported the measures which in 1948 provided for increased annul- 
ties for retired emplovees or the option of survivors’ annuities, as 
well as the increases in both emplovee and survivor annuities granted 
in the Eighty-first Congress. But these gratuitous increases ‘did 
not commit the Government to any policy of giving regular increases 
whenever demanded. Nor has our Government ever guaranteed 
that annuities will increase with the cost of living. 

The civil-service retirement and disability ie is a trust fund. | 


am sure that every \Mlember of Congress is d pty and eravely con- 
cerned in preserving the soundness and int cela d f this trust fund so 
that it will meet all future liabilities and ol io ations. It is both unwise 
and unconscionable to leave the responsibility f *payvment of annul- 


ties on the taxpayers of the country or as a adakaa on the next 
generation of Federal employees. 
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I am not unaware of the grave problems faced by all who are retired 
on small incomes and must cope with the reduced purchasing power 
of the dollar. But I think, first of all, we should look before we leap; 
the comprehensive survey recommended by the Bureau of the Budget 
should be made before any increase in Federal annuities is granted. 

Also, let there be no mistake: if the financial integrity of the retire- 
ment fund is further impaired, the day is then fast approaching when 
the civil-service retirement system will be merged with social security. 
I strongly oppose such a merger. I have yet to hear a single Federal 
employee who would desire it. The Federal civil-service retirement 
system now is the best and most liberal retirement system in the world. 
The Civil Service Commission calls it 
an instrument of personnel policy similar to provisions concerning pay, leave, and 
working conditions. Taken together these constitute the Government’s com- 
petitive offer in the labor market. They may be revised from time to time as 
conditions change but the primary reason for such revision is the need for the 
Government to maintain a competitive position as an emplover. 

I, for one, insist that we treat all citizens alike, whether employees 
of the Government or private industry, and that we shall not give 
special benefits to a select few. Such preferential treatment as this 
legislation would afford a small group of former Government employ- 
ees is particularly damaging because it attacks a keystone of our 
civil service. 

Tom Murray. 


O 
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AMENDING THE PUBLIC HEALTH SERVICE ACT SO AS TO PROVIDI 
FOR EQUALITY OF GRADE, PAY, AND ALLOWANCE BETWEEN 
THE CHIEF MEDICAL OFFICER OF THE COAST GUARD AND COM 
PARABLE OFFICERS IN THE ARMY 


Juty 1, 1952 Committed to the Committee of tI WI i ! Sta 


Mr. Harris, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 
{To accompany H R tine 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill H. R. 7722) to amend the Publie Health Serv ice Act 
so as to provide for equality ot orade, pay, and allowance petw en the 
Chief Medical Officer of the Coast Gu ird and CO nparable offices rs of 
the Army, having considered the same, report favorably thereon 


1 } 


without amendment and recoramend that the bill do pass. 


EXPLANATION OF THE BILI 


This bill amends sec tion 206 (a) of the i ublie Hy alth service Aet 
(42 l .S. C. 207 (a)), so. as to provide that the Publi be alth service 


. ° } 7 . ‘ } } i: . } C ' 
officer assigned as Chief Medical Officer of the United States Coast 


‘ 1 } a S 7 7 ’ } 7 
Guard shall, while assigned as such, hav Lhe grade corresponadmg with 
s } ? ° . 1 ' ' 
the grade of major general, with the pay and allowances thereo 
so ; a ay vs ay ae ! ] al — 
Section 205 (b) of the Public Health Service Act provides ior six 


statutory Assistant Surgeon General positions, as follows: The Director 
of the National Institutes of Health, the Chief of the Bureau of Stat 
Services, the Chief ot the Bureau rey Medical Pervices the Chieti 
Medical Officer of the Coast Guard, the Chief Dental Officer of the 
Service and the Chief Sanitary Engineering Officer of the Service. 
With the execs ption of the Chief Dental Officer of the Service. whose 
grade is tied ly statute to that of the Chieti Dental Officer of the 
Army, these Assistant Surgeons General may hold the grade corre- 
sponding with either the grade of | 

general. At the present time, as the result of ac 


rigadier reneral or that of mayor 
l, 
acd 


ninistrative action, 


2 AMEND THE PUBLIC HEALTH SERVICE ACT 


all except the Chief Medical Officer of the Coast Guard hold the higher 
of these two grades. Your committee believes that all six positions 
should have the same grade, and it is the purpose of this bill to assure 
such uniformity. 

A letter from the Acting Secretary of the Treasury is as follows: 


TREASURY DEPARTMENT, 
Washington, June 30, 1952 
Hon. Ropert CRossER, 
Chairman, Committee on Interstate and Foreign Commerce 
House of Representatives, Room 1332 


House O fice Building, Washington, 


p< 

My Dear Mr. CuairRMan: Further reference is made to your letter of May 7 
1952, in which vou request the views of the Treasury Department on H. R. 7722, 
to amend the Publie Health Service Act so as to provide for equalit 
pay, and allowance between the Chief Medical Officer of the Coast 
comparable officers of the Army. 

The purpose of H. R. 7722 is to amend the Public Health Service Act so as to 
provide that any officer of the Public Health Service while serving as medical 
officer of the Coast Guard shall have the grade corresponding to that of major 
general in the Army. 

The duties and responsibilities of the Chief Medical Officer of the Coast Guard 
have vastly increased since the expansion of the Coast Guard following the out- 
break of hostilities in Korea. The varied duties of this office include supervision 
of the medical welfare of approximately 35,000 members of the Coast Guard and 
their dependents; the ove.-all supervision of medical officers and facilities under 
the direct control of the Coast Guard; the reviewing of boards of medical survey, 
and physical examinatiors; and the over-all planning of all matters pertaining to 
the health of Coast Guar! personnel. 


v of grade, 
Guard and 


The Treasury Department is of the opinion that the responsibilities of the 
position of Chief Medical Officer of the Coast Guard fully justify the grade corre- 
sponding to that of major general in the Army for any Public Health Service officer 
during the time he holds the office. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee, 

Very truly yours, 


A. N. Oversy, 


Ieting Secretary of the Treasury 
RAMSEYER RULE 
Pursuant to the provisions of clause 2a, rule XIII, of the Rules of 
the House of Representatives, proposed changes in existing law are 


indicated below with the matter proposed to be omitted in black 
brackets, and the new matter proposed to be inserted in italies. 


i 


Pustic HeautruH Service Act, as AMENDED 


* * 


GRADES, RANKS, AND TITLES OF THE COMMISSIONED CORPS 


Sec. 206 (a) The Surgeon General, during the period of his appointment as 
such, shall be of the same grade, with the same pay and allowances, as the Surgeon 
General of the Army; the Deputy Surgeon General and the Chief Medical Officer 
of the United States Coast Guard, while assigned as such, shall have the grade 
corresponding with the grade of major general, with the pay and allowances 
thereof: and the Chief Dental Officer, while assigned as such, shall have the 
grade, with the same pay and allowances, as is prescribed by law for the ofticer 
of the Dental Corps selected and appointed as Assistant Surgeon General of the 
Army. Assistant Surgeons General, while assigned as such, shall bave the grade, 
with the pay and allowances thereof, corresponding with either the grade of 
brigadier general or the grade of major general, as may be determined by the 


Adn inistrator after considering the importance of the duties to be performs a: 


Provided, That the number of Assistant Surgeons General having a grade higher 
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than that corresponding to the grade of brigadier general shall at no time exceed 
one-half of the number of positions created by subsection (b) of section 205 or 
pursuant to subsection (c) of such section. The grades of commissioned officers 
of the Service shall correspond with grades of officers of the Army 
(1) Officers of the director grade—colone!}; 
(2) Officers of the senior grade—lieutenant colonel 
(3) Officers of the full grade—major; 
(4) Officers of the senior assistant grade—captain; 
(5) Officers of the assistant grade—first lieutenant; and 
(6) Officers of the junior assistant grade—second lieutenant. 
* » a * a io + 


follows: 


O 
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INCREASES IN CIVIL SERVICE RETIREMENT ANNUITIES 


JuLy i 1952. Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


Mr. Murray, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H KS ie 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 8373) to amend section 8 of the Civil Service 
Retirement Act of May 29, 1930, as amended, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


STATEMENT 


The bill, H. R. 83738, will provide for an increase in civil-service 
retirement and disability annuities paid to cael lcins or survivors of 
deceased mee es receiving or entitled to receive an annuity on or 
before April 1, 1952. This increase will amount to $36 for each full 
6 months elapsed between the commencing date of the annuity and 
October 1, 1952, with a limitation of $324 or 25 percent of the present 
rate, whichever is lesser. The increase will be effective the first day 
of the second month after the enactment of the bill. 

The increased annuities provided in this legislation will terminate on 
June 30, 1955, or at an earlier date in the event (a) the Consumers’ 
Price Index of the Bureau of Labor Statistics for three consecutive 
months is lower than for . April 1948, (6) on June 30, 1953, unless an 
appropriation is made in the appropriation act for the fiscal year 1954 
to reimburse the civil-service retirement fund for the cost of the 
increases provided during the fiseal years 1953 and 1954, or (c) on 
June 30, 1954, unless an appropriation is made in the appropriation 
act for the fiscal year 1955 to reimburse the civil service-retirement 
fund for the cost of the increases to be provided for the fiscal year 


4 
1955. 
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COMMITTEE ON RETIREMENT POLICY FOR FEDERAL EMPLOYEES 


The bill creates a Committee on Retirement Policy for Federal 
Personnel composed of a Chairman, appointed by the President, and, 
ex officio, the Secretary of the Treasury, the Chairman of the Board of 
Governors of the Federal Reserve System, the Director of the Bureau 
of the Budget, and the Chairman of the Civil Service Commission. 

It shall be the duty of this Committee to make a comparative study 
of all retirement systems for all Federal personnel and submit a report 
to the Congress, including findings and recommendations, not later 
than December 31, 1953. 

The report of the Committee shall include: 

(a) The types and amounts of retirement and other related benefits 
provided to Federal personnel, including their role in the compensa- 
tion system as a whole; 

(b) The necessity for special benefit provisions for selected employee 
croups, including overseas personnel and employees in hazardous occu- 
pations; 

(ec) The relationships of these retirement systems to one another, to 
the Federal employees’ compensation system, and to such general 
systems as old-age and survivors’ insurance ; and 

(7d) The current financial status of the several systems, the most 
desirable methods of cost determination and funding, the division of 
costs between the Government and the members of the systems, and 
the policies that should be followed in meeting the Government's 
portion of the cost of the various systems. 

The bill authorizes an appropriation for the purposes of carrying out 
the responsibilities of the Committee and the employment of necessary 
personnel subject to the civil-service laws and the Classification Act of 
1949, as amended. 


WAIVER OF INCREASES IN ANNUITIES 


Section 3 of the bill permits annuitants to waive increases granted by 
this bill. This provision is to prevent the occurrence of situations 
whereby veterans receiving non-service-connected pensions would be 
denied their pensions if the civil service annuity, as a result of this 
increase, exceeds $1,400 a year for such single veterans or $2,700 a 
vear if married. 

COST OF INCREASES 


The increased payments to annuitants under this bill for the first 
year when it will be borne by the fund will amount to $40,000,000. 
If this increase is continued until June 30, 1955, by means of appro- 
priations as authorized by the bill, there will be an additional cost of 
$65,000,000. 


NEED FOR THE INCREASES 


Need for the increases which this bill provides stems from the sharp 
increase in the cost of living since the last increase in annuities for 
retired Federal employees provided in the Retirement Act amendments 
of 1948. The Consumers’ Price Index for April 1952 is 188.7, as con- 
trasted with 169.9 for April 1948, the date of the last increase in retire- 
ment annuities. 
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Studies by the Department of Labor in 1950 developed that for a 
couple to maintain an adequate standard of living would require an 
income of $1,800 a year or $150 a month. Annuities of retired Federal 
employees average $96 a month or two-thirds of what 
adequate. 

Employees retired on disability average $76 a month or one-half the 
adequate amount. 

The committee believes the increases provided in this bill will fill a 
critical need of the retired employees, and that it is in harmony with 
the recent policy of the Federal Government increasing annuities. 

The committee points out that with respect to annuities for which 
the Federal Government establishes the policy, Congress has already 
approved the principle of increases because of the rising cost of living 
for the military. veterans, social-security benefits, railroad retirement 
pensions, and Foreign Service employees 

Hearings were held by the committee on 14 bills, all of which are 
designed to increase Federal civil-service retirement and disability 
annuities. Before the hearings were completed, S. 2968 was approved 
by the Senate and referred to the committee. 

The Chairman of the Civil Service Commission, in testifying before 
the committee, commented extensively on the provisions of S. 2968. 
He opposed increases for those already retired pointing out the 
Government had no obligation to these emplovees beyond the an- 
nuities which they are presently being paid. However, in the event 
the committee did approve the principle of increasing annuities for 
those already retired, he recommended certain changes in the bill, 
Among them are (a) a limitation on the increase of annuities where 
the increase would create an annuity in excess of $1,800 a vear, (6) re- 
quire that the increased annuities would not take effect unless specific 
appropriations were made therefor, and (¢) include the Chairman of 
the Civil Service Commission on the committee to study Federal 
civilian annuities provided for in S. 2968. 

This bill incorporates the language of S. 2968 and as well adopted the 
suggestions (b) and (¢) above of the Chairman of the Civil Service 
Comunission. 

At the hearings, the Assistant Director of the Bureau of the Budget 
testified and recommended the following changes in 5. 2968: 

(a) To provide increases in benefits to survivors now on the rolls of 
the civil service retirement svstem; 

(b) (1) To permit the trust iund to advance funds to pay the in- 
creases in benefits for the fiscal year 1953, but to require this advance 
to be repaid from general appropriations, and (2) to require appropria- 
tions in advance from the Treasury to the fund to pay the increases 
for each of the fiscal vears 1954 and 1955: 

(c) To terminate the increases entirely on June 30, 1955, on the 
assumption that by then the Congress will have completed action on 
recommendations from the proposed study of retirement systems; and 

(7) To authorize a thorough study of the nature and cost, as well 
as the financing, of benefits under all retirement systems for Federal 
personnel in order to provide a basis for reconsideration of present 
policies. In keeping with this broadened assignment the suggested 
language renames the proposed study group the Committee on Re- 
tirement Policy for Federal Personnel, enlarges its membership, ex 


s considered 
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tends the date for its report by 6 months to December 31, 1953, and 
authorizes appropriations for necessary expenses. 

The bill which this report accompanies (H. R. 8373), incorporates all 
of the above recommendations and together with these recommenda- 
tions, ts identical to the bill, S. 2968, as it passed the Senate except for 
two provisos extending the coverage of the retirement to (a) years 
rendered as personal service to the Senate prior to July 1, 19385, as 
clerk to the secretary for the majority, or as clerk to the secretary for 
the minority, and (6) years rendered as personal service heretofore or 
hereafter as an employee of a senatorial campaign committee. 

As indicated above, the bill, H. R. 8373, which this report accom- 
panies, contains the language of H. R. 7971 with amendments recom- 
mended by the Bureau of the Budget and some of the amendments 
recommended by the Civil Service Commission. 

Reports of the Civil Service Commission and the Bureau of the 
Budget on a campanion House bill to 8. 2968 follow: 


Unirep Staves Civit SERVICE CoMMISSION, 
Washington 24, DD. er; J ine 16, 195 ?. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service 
House of Representatives, Washington, D. C. 

Dear Mr. Mourray: I am referring further to your letter of May 24, 1952, 
relative to H. R. 7971, a bill to amend section 8 of the Civil Service Retirement 
Act of May 29, 1930, as amended. 

The bill would provide for an increase in the annuity of each employee who was 
retired on or before April 1, 1952, and who on the date of enactment is receiving, 
or entitled to receive, annuity from the civil service retirement and disability 
fund. This increase would amount to $36 for each full 6 months elapsed between 
commencing date of annuity and October 1, 1952, with a limitation of $324 or 
25 percent of present rate, whichever is lesser. The increase would be effective 
the first day of the second month after enactment The bill does not increase 
annuities to survivors now on the roll or to those added to the roll in the future 

This stipulated increase would terminate, without subsequent resumption, at 
the end of the second month after the Consumers’ Price Index of the Bureau of 
Labor Statisties had been, for three consecutive months, less than the index for 
April 1948. This figure is 169.9 and will be used as the standard, unless the 
Bureau revises its calculation basis in which event the proper conversion factor 
will be used in the determination. 

The increase would also be subject to such termination on June 30, 1954, or on 
June 30 of any later year unless Congress had before that time appropriated the 
funds necessary to pay the increases for the fiscal year preceding such date. 

There would be created a Committee on Fiscal Policy for Federal Civilian 
Retirement Systems, its members being the Secretary of the Treasury, the Chair- 
man of the Board of Governors of the Federal Reserve System, and the Director 
of the Bureau of the Budget. This Committee would survey existing methods of 
determining and funding the Government’s cost of these retirement systems and 
make report and recommendations to Congress, on or before June 30, 1953, as to 
the method or methods of financing which will result in the proper discharge of 
the Government’s liabilities. 

Section 3 of the bill would permit annuitants to waive any or all of their annu- 
ities, Which waiver would be revocable. While the purpose of the bill is to provide 
an income increase to the annuitants affected, the allowance of such increase would 
in some instances produce the exact opposite result. Laws providing for pensions 
for veterans by reason of non-service-connected disabilities contain a bar against 
their receipt where the veteran has an income from other sources in amounts of 
$1,400 a year if single, and $2,700 if married. The Veterans’ Administration 
classes annuities allowed under the Civil Service Retirement Act as such other 
income. Therefore, the allowance of this increase would in some cases raise the 
income above the limitations specified, thereby causing a loss of the entire amount 
of the pension, and a corresponding decrease in total income. The proposal 
would remedy this situation. 

The justification for increases in annuities is based upon a recognized higher 
cost of living. The Bureau of Labor Statistics recently estimated the annual 
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income necessary to support a family of two persons over 65 at a modest but 
adequate level of urban living. It found that a modest level of living for a retired 
elderly couple costs between $1,700 and $1,800 a vear at October 1950 price levels 
in nearly half of the 34 cities for which it made estimates. The figure varied 
from city to citvy—for example $1,908 a vear in Milwaukee, $1,863 a vear in 
Washington, D. C., and $1,602 in New Orleans. 

In view of these findings, the Commission sees no justification for inereasir 
annuity rates to more than $1,800 and strongly urges that the bill he changed to 
contain this limitation. As of June 30, 1951, 21,080 of a total of 166,680 retired 
emplovees were receiving annuities of $1,800 or more. 

As of June 30, 1951, there was in the civil service retirement and disability 
fund the sum of $4,419,927,112.89 in cash and investments. ‘This is, of ITSe, 
a substantial sum, but creates a false impression or sense of security when 
examined alone. On the other side of the ledger, we find that the fund had on 
that date liabilities of $9,294,927,112.89. This results in an excess of liabilities 
over assets (or deficit) of $4,.875,.000.000. This is illustrated bv the followir 
comparative statement, which also shows how the deficit ha nereased fron 
1947 to 1951. 





Statement of condition of the civil se rvice retirement and disability fund as 


ABILITIES 


1. Liability to present and former employees f 
payroll, servic redit purchases, volunt 
rued interest 

to beneficiaries or heirs of decease i, ret 


lidated balance f their contributior 









I to retired employees and st \ 
ments accrued during June, pavabl v1 8.9 S. 28 224, 2 s 
4. Liability for I] future payments in respect t 
Vivor annuitants on the roll AS IS. GAS. (1 
Liability for prospective an benefits | 
rendere b pre } na er emp ! 
t f benef to be provide b 
int ‘ ~ 
Pot 2 ) j 9 ) 
7. Ca i tme l 1 1 9 o 20 
a4 
8. Exc f hiliti Vv et O04 On « 

The bill in its present form provides for the payment of the increase out of the 
civil-service retirement and disability fund for a possible period of 2 vears wit} 
no assurance that the fund would be reimbursed:by specific appropria if 
the fund is not reimbursed by appropriation the already huge deficit wouid be 
increased by approximately $62,000,000. In the judgment of the Commission 


} 
i 


this is improper; appropriation to cover t 


1 Increases shouid De made in advance, 

The Commission therefore recommends that the bill be amended to provide 
that the proposed increases would not be payable until funds are first appropriated 
for this purpose. This is in contrast with the present form of the | which does 
not require anv appropriation for the fiscal vears 1953 and 1054. 

The Commission further recommends that immediate steps be taken to obtain 
an appropriation at this session of Congress. A majority of the Commissio1 
believes that if an appropriation is not obtained at this session the increases 
should be deferred until such an appropriation is made. Commissioner James 
Mitchell believes that if, in the judgment of the committee, a special appropriation 
cannot be obtained at this session, the increases should be granted as provided in 
the bill. 

The appropriation necessary to cover the first year cost of the bill in its present 


form is estimated to be $33,900,000, and would need to be made not later than June 
30, 1954, in order for increases to be paid after that date. If the Commission’s 
recommendation for the limitation of $1,800 on increased annuities were adopted 











6 INCREASES IN CIVIL SERVICE RETIREMENT ANNUITIES 


the first year cost is estimated to be $27,700,000, and, under the Commission’s 
further recommendation for advance appropriations, this amount would need to 
be made available before any increases are payable. 

In our opinion the Civil Service Commission, which administers the retirement 
system covering the great majority of Federal employees, should be represented 
on the proposed Committee on Fiscal Policy for Federai Civilian Retirement 
Systems. It is therefore suggested that the Chairman of the Commission be 
designated as a member and a fifth member be designated by the President as the 
Committee Chairman, 

The Commission is unanimous in its belief that this bill with amendments as 
proposed offers an equitable solution to the problem, and there are attached copies 
of H. R. 7971 incorporating the amendments recommended by the Commission in 
this report. If the amendments suggested in this report are adopted, the bill 
would then conform to the main point influencing the Commission in its report on 
H. R. 6540, namely, that any increases to retired employees do not impair the 
financial structure of the system. 

Should hearings be scheduled on this bill, the Commission would appreciate 
being given opportunity to testify. 

In view of the need for immediate reply, the Commission has not been able to 
clear this report with the Bureau of the Budget. 

By direction of the Commission: 

Sincerely yours, 
Roverr Ramsreck, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 19, 1952. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. CuarrmMan: Reference is made to your letter of May 24, 1952, 
inviting the Bureau of the Budget to comment on H. R. 7971, a bill to amend 
section 8 of the Civil Service Retirement Act of May 20, 1930, as amended. 

As pointed out in Mr. Staats’ statement before your committee, a copy of which 
is enclosed, the Bureau of the Budget would have no objection to the enactment 
of the bill with certain amendments described in the statement. 

Sincerely vours, 
(Signed) Exumer B. Staats, 
Acting Directo - 
Enclosure. 


STATEMENT OF ELMER B. Staats, Assistanr DireEcror OF THE BUREAU OF 
rHE Bupcer, BeErore THE Hovse Commirrere on Post Orrice anp CIVIL 
SERVICE, ON LEGISLATION TO AMEND THE CIVIL SERVICE RETIREMENT Act 


On behalf of the Bureau of the Budget, I appreciate this opportunity to discuss 
the bills to increase civil service retirement benefits which are being considered 
by your committee. Three central issues are involved in these 14 widely varying 
bills: (1) whether there should be an increase in payments to present annuitants 
under the civil service retirement system; (2) if an increase is granted, what form 
it should take and how it should be financed; and (3) for the future, what basic 
policies should govern the benefits to be provided under the civil service and other 
retirement systems for Federal personnel and how these systems should be 
financed. 

Regarding the first question, as to whether there should be an increase to persons 
now on the rolls, it is general knowledge that the decline in purchasing power 
which has resulted from advances in prices works a hardship on those who depend 
upon fixed annuities for their livelihood. This shrinkage in buying power affects 
not only civil-service annuitants but also other groups of persons who depend upon 
fixed incomes derived from such sources as savings deposits, life insurance policies, 
and pension rights built up in periods when the purchasing power of the dollar 
was greater and the planned levels of income therefore seemed adequate. 

{ising prices therefore confront the Federal Government with special problems 
in all the benefit and assistance programs which it operates. In considering this 
legislation to provide increased payments to present annuitants of the civil service 
retirement system, the Congress is faced with the problem of deciding whether 
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the obligation of the Government to its former employees is different from its 
obligation to beneficiaries under other programs. On the one hand, the Govern- 


Ay 
1 


ment has no commitment to restore the purchasing power of these annuities. 
On the other hand, the Congress has already enacted, and the President has 
approved, legislation providing cost-of-living increases in the railroad retirement, 
veterans’ compensation and pension, military retirement, and Foreign Service 
retirement benefits. The House has also passed a bill to provide increases in 
social-security benefits. In addition, in deciding whether to grant the proposed 
civil-service increases, the Congress will want to consider the role of retirement 
benefits as part of the personnel policy for attracting and keeping able people in 
the Government service. 

I turn now to the second issue, which relates to the form and financin 
possible increase in benefits. As your committee has been advised in reports 
submitted on May 5 and May 19, 1952, on various of the bills under discussion 
today, the Bureau of the Budget has no objection to adjustments in the a 
of those pre sently on the civil service retirement rolls provided l that the 
adjustments maintain a reasonable relationship of f 
and past earnings of the annuitants and (2) that financial arrangements are nade 
so as to avoid impairing the equities of future beneficiaries in the civil service 
hat an increase for 


» of benefits to length o 


retirement and disability fund. If the Congress determines t] 
present annuitants is warranted, the real issue then appears to be the proposition 
that benefit increases for present annuitants be absorbed by the civil service 
retirement and disability fund without reimbursement from the General Treasury. 


In the light of these considerations, it seems to us that, if the Congress decides 
to increase these benefits, S. 2068, the bill passed by the Senate, or H. R. 7971, 
which are nearly identical bills, embody a generally acceptable formula for tl 


increase and for financing it. However, in that event, the provisions for appro- 
priations to the trust fund shouid be made more adequate. 





The importance of covering the cost of increased benefits for retired employees 
from general appropriations should be particularly emphasized. Because the 
civil-service retirement and disability system is basically a staff pension syst 
covering a particular group of personnel, special care must be taker » adhere to 
sound financing principles. Over the vears the principle has been followed of 
funding the obligations for future benefits under the system through emplove 
and Government contributions. 

The systein necessarily started with an unfund ability for pri ervies 
credits. Rising pay rates and suc ive liberali te) if e Re ( t -\ct 
coupled with the fact that appropriations made by the Congress have not covered 
the Government share of the costs, have resulted in the aceumulation of an 
unfunded Government liability of nearly $5 billion to the trust fund While the 
contingent liabilities of the Government under other benefit programs are 4 
larger in amount, this deficiency of $5 billion is a serious problem for the civil- 
service system. There is always the danger for Government emplovees cove j 
by a staff pension system that, if the system is overcommitted in terms of the 
benefits promised, future Congresses may fail to make the appropriations necessary 
to pay the benefits To strengthen the financial po n of the fund, the President 
recommended in tl © 1953 budget that a tart De m le o1 amortizi! the Gover 
ment’s accrued liability to the fund over the next 30 vears Thus the retireme 
system eventually would be financed on a full r rve basis 


Since the Bureau has already reported to vour committee on all these bills 
except H. R. 7971, it may be useful to comment on the seope and extent of 
increases in benefits under this particular bill. If an inerease is to be granted, the 
Bureau of the Budget favors the approach adopted in this bill of providing some 
increases to all annuitants in preference to the alternative of restricting increases 
to beneficiaries receiving annuities of less than $1,800 a year. On the other 
hand, H. R. 7971 does not provide increases to surviving dependents of employees 
If increases are to be provided to the retired emplovees, consideration should also 
be given to providing some assistance to survivors now on the benefit rolls. 

Finally, although the annuity increases proposed in this bill would not 
necessarily be permanent, no cut-off date is provided and these contingent increases 
might continue indefinitely as a supplement to the basic formula. It seems to us 
that a definite time limit should be provided, particularly if there is to be a study 
of retirement fund financing. 

I should like now to discuss the third major question in the retirement’ field 
which confronts the Congress as well as the executive branch. There is need 
for a thorough reevaluation of basic policy for the provision and financing of 
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retirement and other types of similar benefits for all categories of Federal personnel. 
This involves also the clarification of the relationships among the various staff 
pension systems as well as between such systems and the basic old-age and 
survivors insurance system. The Bureau of the Budget, the Civil Service Com- 
mission, and the Federal Security Agency are now carrying on jointly a fact- 
finding study of existing problems in the relationships between the civil service 
retirement and the old-age and survivors insurance systems. However, this 
covers but a small part of this Government-wide problem. 

In addition to providing higher benefits for those now retired, H. R. 7971 and 
S. 2968 provide for a study to be made by a Committee on Fiscal Policy for 
Federal Civilian Retirement Systems. It would be the purpose of this study to 
determine the best methods of discharging the Government's financial responsi- 
bilitv under all the Federal civilian retirement systems. 

The Bureau of the Budget strongly favors such a study. However, we believe 
that its usefulness would be greater if the scope were broadened. As outlined in 
the bills, the inquiry would be confined to determining the best method of finane- 
ing the Government’s share of the costs of the Federal civilian retirement systems 
If the study were broadened to include a thorough actuarial investigation of the 
nature and cost, as well as the financing, of benefits under all the retirement and 
related benefit systems for Federal personnel, it would provide a much better 
basis for reconsideration of present policies 

We base this view in part on a preliminary study made pursuant to Hoover 
Commission recommendations. This study was conducted for the Bureau of the 
Budget by an independent actuarial firm and financed from the President’s man- 
agement improvement fund. Vhe report covered 13 different retirement svstems 
maintained for Federal personnel, with many widely differing plans and provisions 
We estimate that obligations to pay benefits are now accruing for all thes 
at a vearly rate of over $2 billion. 

Actuarial Report No. 1, which is chieflv a tabulation of provisions and benefits 
of Federal employee retirement systems was prepared as part of this study. This 
could readily serve as the starting point for the broader study which we think is 
needed. Although a copy of this report was provided to vour committee when it 
was completed, we should like at this time to make available another copy in the 
event that vou wish to incorporate it in the record of these hearings. 

Specifically, it is recommended that the investigation apply actuarial and 
other techniques to the comparative study of the following aspects of the general 
subject: 

1. The types and amounts of retirement and other related benefits provided 
to Federal personnel, including their role in the compensation system as a 
whole: 

2. The necessity for special benefit provisions for selected emplovee groups, 
such as overseas personnel and emplovees in hazardous occupations; 

3. The relationships of these benefit systems to one another, to the Federal 
employees’ compensation system, and to such general systems as old-age and 
survivors insurance system: and 

1. The current financial status of the several systems, the most desirable 
methods of cost determination and funding, the division of costs between 
the Government and the members of the svstems, and the policies that should 
be followed in meeting the Government’s portion of the cost of the various 
svstems. 

With this broader assignment, it would also appear desirable to change the 
name of the proposed study committee to the Committee on Retirement Polies 
for Federal Personnel. We also support a suggestion which has been made by 
the Civil Service Commission for the enlarging of the membership of the proposed 
Committee to include the Chairman of the Civi! Service Commission and also a 
fifth member to be designated by the President as the Committee Chairman. The 
bill should also be amended to authorize appropriations necessary for the conduct 
of the study. Such a study cannot be made successfully without incurring 
expenditures for personnel, actuarial and other consultants, supplies and services, 
and printing. 

In conclusion, it seems evident that, whether or not the Congress decides at. this 
time to provide increased benefits to present annuitants, the policy problems 
involved in the existing benefit systems for Federal personnel are increasingly 
complex and interrelated. A thorough study is needed to provide a solid basis 
for future adjustments and improvements in these systems. 


e systems 
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CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman 
SECTIONS 8 AND 13 OF THE CIVIL SERVICE RETIREMENT Act OF May 29, 1930, 

As AMENDED 


BENEFITS EXTENDED TO THOS! ALREADY RETIRED 


Src. 8. (a) In the case of any officer or employee who before tt 
of this Act shall have been retired on annuity under the proy 


May 22, 1920, as amended, or section 8 (a) of the Act of June 16, 1933 
shall be increased, effective on the first day of the second n 


month Tolhlowing the 
month in which this Act is enacted by 25 per centiun or $300, whichever is the 
lesser: Provided, That each such annuitant may, prior to the effeetive date herein 
prescribed, elect. to retain his or her present annuits lieu of the increased annuit 
provided by this section, and name his wife or her husband to receive upon his or 


her death one-half of his or her present annuity 





rit not to exceed S600 per aunum 
during the remainder of the life of sueh survi husband or wife and upon the 
death of such survivor no further annuity shall be due or p Anv suct 





annuitant who died during the period bes 


i 





win 1948, and 
ending on April 30, 1948, leaving a surviving wife or husband, shall be deemed to 
have made the election authorized in the foregoing proviso and to have named 
such wife or husband to receive an annuity as provided in such | ! 
such annuity shall become due or payable to such wife or husband prior to April 1, 
1948. Except as provided in this seetion, the amendments made by this Act 
shall not apply in the case of officers and emplovees retired prior to the effective 
date of this Act. 
In case any officer of emplovee shall have been separated subsequent to Janu- 
ary 23, 1942, and prior to the effective date of this Act and have acquired title 
to annuity under section 7 of the Act of May 29, 1980, as 





’ amended, beginning 
after such effective date, his rights shall be determined and 


annuity computed 
as though this Act had not been enacted: Provided. That 


L: any such officer or 


employee who has completed less than twenty vears’ civilian sery may elect 


to forfeit his right to such annuity and eleet to receive in lieu thereof the amount 
credited to his individual aceount together with interest compounded on Decem 
ber 31 of each vear at the rate of 4 per centum to the date of his separation or 
December 31, 1947, whichever may be the earlier, and at the rate of 3 per centum 
il 


for any period thereafter before April 1, 1948: Provided further, That 


/ 





the se para- 
tion of such officer or employee was involuntary, not by removal for cause on 
charges of miseconduet or delinqueney, the total amount of deductions, with such 
interest, shall be returned 
In the case of any officer or employee who, prior to the effective date of this 
Act, shall have been retired on an annuity under the provisions of the Alaska 
failroad Retirement Act, as amended, the Canal Zone Retirement Act, as 
amended, or section 8 (b) of the Act of June 16, 1938, the annuity shall be in- 
creased effective April 1, 1948, by 25 per ecentum or $300 whichever is the lesser: 
Provided, That each such annuitant may, prior to the expiration of sixty days 
following the date of enactment of this paragraph, elect to retain his or her 
present annuity, in lieu of the increased annuity provided by this paragraph, 
name his wife or her husband to receive upon his or her death one-half of his 
or her present annuity but not to exceed $600 per annum during the remainder 
of the life of such survivor and upon the death of sueh survivor no further annuity 
shall be due or payable. Any such annuitant who shall have died between the 
effective date of this Act and the expiration of the said sixtv-day period after the 
enactment of this paragraph leaving a surviving wife or husband shall be deemed 
to have named such wife or husband to receive an annuity as provided herein, 
but no such annuity shall become payable to such wife or husband prior to the 
date of enactment of this paragraph. Kxcept as provided in this paragraph, 
the provisions of this Act shall not apply in the case of officers and employees 
of The Alaska Railroad, Territory of Alaska, or officers and employees of the 
Panama Canal or the Panama Railroad Company (1) retired prior to the effee- 
tive date of this Act, or (2) separated prior to such date, in which case their 
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refund or annuity rights shall be determined as though the Alaska Railroad 
tetirement Act and the Canal Zone Retirement Act had not been repealed: 
Provided, That there shall be deemed applicable as of July 29, 1942, to such 
officers and employees of the Panama Canal and the Panama Railroad Company, 
the provisions of the Act of July 30, 1947 (61 Stat. 521), respecting the return 
of amounts deducted from compensation. 

(b) (1) In the case of any retired officer or employee mentioned in the first 
paragraph of subsection (a) who did not elect a survivor’s annuity in accordance 
with the proviso in such subsection, there shall be payable upon his or her death, 
to his or her wife or husband to whom the annuitant was married before April 1, 
1948, an annuity equal to one-half of his or her present annuity (excluding the 
increase therein under subsection (a)), but not to exceed $600 per annum, during 
the remainder of the life of such survivor. The provisions of this paragraph shall 
apply in the case of any such annuitant who died subsequent to April 30, 1948. 

(2) Any such retired officer or employee who elected a survivor’s annuity in 
accordance with the proviso in subsection (a) shall be paid an increase in his 
annuity of 25 per centum or $300 whichever is the lesser. 

(c) (1) The annuity of any employee or survivor of a deceased employee who, 
before the date of enactment of this amendment, was receiving or entitled to receive an 
ann uily from the fund, shall be iricre ased, e fie ctive on the ji st day of the second month 
following enactment of this amendment, by $36 for each full six-month period elapse 
between the commencing date of annuity and October 1, 1952: Provided, That such 
increase in annuity shall not exceed the lesser of $324 or 25 per centum of the present 
annuity. 

2) The increases in annuity provided by this subsection shall be paid from the 
civil-service retirement and disability fund, and shall terminate, without subsequent 
resumption, on June 30, 1955, or on an earlier date, whichever may first occur, under 
any one of the following conditions 

(A) At the end of the second month following the third consecutive month for 
which the Consumers’ Price Index of the Bureau of Labor Statistics is less than 
169.9, the index for the month of April 1948. In the event thal the Bureau of 
Labor Statistics revises the basis of calculating the Consumers’ Price Index, it 
shall immediately furnish to the Commission a conversion factor designed to 
adjust to the new basis the index figure of 169.9 described here in, and such ad- 
juste d index shall be used for the pur poses of this subsection. 

B) On June 30, 1953, unless an appropriation is made to the civil-service 
retirement and disability fund in the applicable annual appropriation Act, for the 
fiscal year 1954, or in any prior appropriation Act, for the specific purpose of 
com pe nsaling said fund for the cost, as de te rmined by the ( OM IMITSSLON, of in- 
creases provided by this subsection during the fiscal years 1953 and 1954. 

(C) On June 30, 1954, unless an appropriation ts made to the civil-service 
retirement and disability fund, in the applicable annual appropriation Act, for 
the fiscal year 1955, or in any prior appropriation Act for the specific purpose of 
com pe nsating said fund for the cost, as de termined by the Commission, of in- 
creases provided by this subsection during the fiscal year 1955. 


PAYMENT OF ANNUITIES AND FORM OF APPLICATION 


Sec. 13. Annuities granted under the terms of this Act shall acerue monthliv 


and shall be due and payable in monthly installments on the first business day 
of the month following the month or other period for which the annuity shall have 
accrued, Payment of all annuities, refunds, and allowances granted hereunder 
shall be made by checks drawn and issued by the Treasury Department in such 
form and manner and with such safeguards as shall be prescribed by the Civil 
Service Commission in accordance with the laws, rules, and regulations governing 
accounting that may be found applicable to such payments. 

Applications for annuity shall be in such form as the Civil Service Commission 
may prescribe, and shall be supported by such certificates from the heads of de- 
partments, branches, or independent offices of the Government in which the appli- 
cant has been employed as may be necessary to the determination of the rights 
of the applicant. Upon receipt of satisfactory evidence the Civil Service Com- 
mission shall forthwith adjudicate the claim of the applicant, and if title to annuity 
be established, a proper certificate shall be issued to the annuitant under the seal 
of the Civil Service Commission. 

An annuity granted for retirement under the provisions of section 1 or 2 of this 
Act shall commence the first day of the month following the date of separation 
from the service, or on the first day of the month following the month in which 
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salary shall cease provided the employee meets the age and servi 


iv 1 rvice require ents 
for retirement at that time, and shall continue during the life of the ant 
\n annuity granted under the provisions of section 6 or 7 hereof shall be subje 
to the limitations specified in said sections. 

The term “annuitant’’ as used in this Act shall include any empl 
met all requirements of the Act for title and has filed claim therefor, notwith 
ng final administrative action was not taken by the Civil Service Commi 


prior to his death. Nothing in this section shal 








| be so construed as to reduce ar 
benefit otherwise payable. 
Any person entitled to annuity from the civil-service ret ment and aisabi 
nay decline to acce pl all or any part of such annuity by a 1UVET signed nid 
cith the Commission. Such waiver may he evoked r fing at any tin 


payment of the annuity waived shall be made covering the period du ng which s ich 


O 


waiver was in eff ct 
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SUSPENSION OF DEPORTATION OF CERTAIN ALIENS 


Mr. Waiver, from the Commitiee on the Judiciary, submitted the 


following 


REPORT 


(To aecompat S. Con. Re S |} 


The Committee on the Judiciary, Lo whom Wis referred the con- 
current resolution (S. Con. Res. 81) having considered the same, re- 
port favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution Is to record congressional 
approval in accordance with Public Law 863, of the Eightieth Con- 
gress, of suspension of deportation in certain cases in which the 
Attorney General has suspended deportation for more than 6 months. 


GENERAL INFORMATION 


Since 1940 and prior to July 1, 1948, the law (see. 19 (ec) of the 
Immigration Act of 1917, as amended) provided in substance that 
the Attorney General may suspend deportation and adjust the 
immigration status in the United States of certain deportable aliens 
Under this provision of the law, aliens subject to deportation on the 
so-called technical charges may have their deportation suspended 
for 6 months if they are persons of good moral character and if then 
deportation would result in a serious economic detriment to a citizen 
of the United States or legally resident alien who is the spouse 
parent, or minor child of such deportable aliens. This privilege 
does not run in favor of persons subject to deportation for the serious 


causes such as on the fround of by ing’ a politica undesirable, av nar- 
cotic-law violator, a criminal, an immoral person, ete 





SUSPENSION OF DEPORTATION OF CERTAIN ALIENS 





Since 1940, such suspensions of deportation accorded by the Attor- 
ney General were subject to review by the Congress. If within a 
designated period of time the Congress did not pass a concurrent 
resolution stating in substance that the Congress did not favor the 
suspension of deportation, the suspension was final and the status of 
the alien involved was adjusted to that of a permanent resident. 

Since July 1, 1948, under the provisions of Public Law 863, Eightieth 
Congress (62 Stat. 1206;8 U.S. C. 155 (c)), affirmative congressional 
action in each individual case is required before the suspension of 
deportation granted by the Attorney General could become final and 
the status of the alien could be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 654 cases. Six hundred 
and forty-two cases included in the concurrent resolution were among 
cases referred to the Congress during the first session of the Eighty- 
second Congress. Seven cases included in the concurrent resolution 
were referred to the Congress on January 15, 1952; four cases were 
referred on March 17, 1952 and one case was referred on April 15, 1952. 

In each case which is recommended for approval, a check has been 
made to determine whether or not the alien (a) has met the require- 
ments of the law, (6) is of good moral character, and (c) is possessed 
of strong equities which would warrant the suspension of deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution (5. Con. Res. 81), recommend 
that the concurrent resolution do pass. 


O 
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AUTHORIZING THE PRINTING AND BINDING OF A REVISED 
EDITION OF CANNON’S PROCEDURE IN THE HOUSE OF REP- 
RESENTATIVES AND PROVIDING THAT THE SAME SHALL BI 
SUBJECT TO COPYRIGHT BY THE AUTHOR 


JuLty 1, 1952.—Ordered to be printed 


Mr. Sranuey, from the Committee on House Administration, 


submitted the following 


REPORT 
[To accompany H. J. Res. 492] 


The Committee on House Administration, to whom was referred 
House Joint Resolution 492, having considered the same, report 
favorably thereon without amendment and recommend that the 
resolution do pass. 











{ REPORT 
Ll No. 2412 


82p CONGRESS t HOUSE OF REPRESENTATIVES 


2d Nession 





AUTHORIZING THE COMMITTEE ON INTERIOR AND 
INSULAR AFFAIRS TO HAVE PRINTED: FOR ITS USE 
ADDITIONAL COPIES OF CERTAIN HEARINGS 


Ordered to be p 


JULY 1, 1952. 


STANLEY, from the Committee on House Administration, sub- 


Mr. 
mitted the following 
REPORT 
vy H. Res. 327 


[To accompat 


The Committee on House Administration, to whom was referred 
the House Resolution 327, having considered the same, report favor- 
ably thereon without amendment and recommend that the resolution 


do pass. 
“aie 
YY 
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PRINTING THE PRAYERS OFFERED BY THE CHAPLAIN, THE 
REVEREND BERNARD BRASKAMP, DOCTOR OF DIVINITY, AT 
THE OPENING SESSIONS OF THE HOUSE OF REPRESENTATIVES 
OF THE UNITED STATES FROM FEBRUARY 1, 1950, TO THE END 
OF THE EIGHTY-SECOND CONGRESS 


JuLy 1, 1952.—Ordered to be printed 


Mr. STancey, from the Committee on House Administration, sub- 


mitted the following 


REPORT 
[To accompany H. Res. 458] 


The Committee on House Admunistration, LO whom was referred 
the House Resolution 458, having considered the same, report favor- 
ably thereon with an amendment and recommend that the resolution 
as amended do pass. 
rm ° cr ~ e? at le ‘ic: 4 
Che amendment is as follows: Line 5, strike out the words “first 
session of the’’. 
ia 
NA 








REPORT 
( No. 2414 
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AUTHORIZING THE PRINTING OF ADDITIONAL COPIES 
OF HOUSE REPORT NO. 505, PART 1, EIGHTY-SECOND 
CONGRESS, FIRST SESSION 


Juty 1, 1952.—Ordered to be printed 


Mr. Sraniey, from the Committee on House Administration, sub- 


mitted the following 
REPORT 


(To accompany H. Res. 542] 


The Committee on House Administration, to whom was referred 
House Resolution 542, having considered the same, report 
favorably thereon without amendment and recommend that the 
resolution do pass. 


O 
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AUTHORIZING*THE PRINTING AS A HOUSE DOCUMENT 
OF THE LAWS PERTAINING TO VETERANS, ENACTED 
DURING THE EIGHTY-SECOND CONGRESS 


Mr. S1anLey, from the Committee on House Administration, 


submitted the following 


REPORT 


Oo accompany H 


I 


The Committee on House Administration, to whom was referres 


House Resolution 563, having considered the same, report favorably 
° I 4 ‘ +] livty ‘ 
thereon with an amendment and recommend that the resolution as 


amended do pass. | oe 
The amendment is as follows: Line 5, strike out the word “first 
and insert ‘‘second’’. 


my 
NA 





82p CONGRESS HOUSE OF REPRESENTATIVES § REPORT 
Id Session ' No. 2416 





AUTHORIZING THE PRINTING OF THE MANUSCRIPT ENTITLED 
‘YOUR CONGRESS AND AMERICAN HOUSING—THE ACTIONS OI] 
CONGRESS ON HOUSING FROM 1892 TO 1951,” AS A HOUSE DOCI 
MENT, AND TO PROVIDE FOR ADDITIONAL PRINTING OF THIS 
MANUSCRIPT 


Jury 1, 1952.—Or 


Mr. Stanuey, from the Committee on House Administration, sul 


mitted the follow ing 


REPORT 
(To accompany H. Res. 589 


The Committee on House Administration, to whom was referr 
House Resolution 589, having considered the sume, report favorab! 
thereon with an amendment and recommend that the resojut 
amended do pass. 

The amendment is as follows: Line 5, after the word “document 
ins rt the following: ‘and that one thousand add onal cop1es bt 
printed for the use of the Members of the House of Representatives.” 

Amend the title so as to read: 


Authorizing the printing of the manuscript entitled ‘Your Congress and Ame 
ican Housing The Actions of Congress on Hou ge From 1892 to 195] as a 
House document, and to provide for addit al printing of this ma ript 
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AUTHORIZING THE PRINTING OF “THE ROAD TO 
INDUSTRIAL PEACE” AS A HOUSE DOCUMENT 


Juny 1, 1952.—Ordered to be print 


Mr. 


STANLEY, from the Committee on House Administration 


sub- 
mitted the following 
> a is > mT 
REPORT 
[To accompany H Res. 693 

The Committee on House Administration, to whom was en 
House Resolution 093, having considered thre Sime report Invor- 
ably thereon with amendments and recommend that the resolution as 
amended do pass 

The amendments are as follows 

Line 2, after the word “‘illustrations’’ insert the words ‘‘in blac! 

Line 2, after the word “document” insert the following: “size ten and 
one-fourth by fourteen and one-half inches th cover printed m three 
colors’’. 

- 
\ 














Report 
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2d Session 


PROVIDING THAT THE BRIEFS FOR THE GOVERNMENT AND 
OTHERS, AND THE RECORD FILED IN THE SUPREME COURT OF 
THE UNITED STATES IN THE STEEL SEIZURE CASE, BE PRINTED 
AS A HOUSE DOCUMENT; AND THAT ADDITIONAL COPIES BE 
PRINTED 


JuLy 1, 1952.—Ordered to be printed 


Mr. STANLEY, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Con. Res. 235] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 235, having considered the same, report 
favorably thereon without amendment and recommend that the con- 
current resolution do pass. 

O 
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AUTHORIZING THE PRINTING OF ADDITIONAL COPIES 
OF THE HEARINGS ENTITLED “INSTITUTE OF PACIFIC 
RELATIONS” 


Juty 1, 1952.—Ordered to be printed 


Mr. Stanuey, from the Committee on House Administration, sub- 
mitted the following 


REPORT 
[To accompany S. Con. Res. 59] 


The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 59, having considered the same, report 
favorably thereon without amendment and recommend that the con- 
current resolution do pass. 

The printing of the additional copies provided by Senate Concurrent 
Resolution 59 would result in an estimated cost of $37,000 to $40,000. 


O 








82p CONGRESS HOUSE OF REPRESENTATIVES § REPORT 
2d Session ( No. 2420 
oe = F == ; SL ——— — ~~ = ee = : 





‘ 


Vi 


t 1 J 

AMENDING THE CIVIL AERONAUTICS ACT TO MAKE 
UNLAWFUL CERTAIN PRACTICES OF TICKET AGENTS 
ENGAGED IN SELLING AIR TRANSPORTATION 


Juny 1, 1952.—Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


i 


Mr. Mack of Illinois, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 2690] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2690) to amend the Civil Aeronautics Act of 1938, 
as amended, to make unlawful certain practices of ticket agents 
engaged in selling air transportation, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILI 


Under existing law the Civil Aeronautics Board has jurisdiction 
to require air carriers to desist from engaging in unfair and deceptive 
methods of competition in air transportation (sec. 411 The law 
also provides that it is a misdemeanor for an air carrier knowingly 
and willfully to furnish transportation at less than the lawful rates, 
or to grant rebates or other concessions (sec. 906 (d 

The purpose of the proposed legislation is to bring ticket agents 
who are engaged in selling air transportation within the scope of 
these provisions. 

PROVISIONS 


The bill will amend sections 1, 411, and 902 (d) of the Civil Aero- 
nauties Act. Section 1, as amended, will define ticket agents for the 
purpose of the act. Sections 411 and 902 (d), relating to unfair 
methods of competition, and providing penalties for violations of the 
act, will, as amended, extend their coverage to ticket agents 
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JUSTIFICATION 





The necessity for the proposed legislation is occasioned by the fact 
that a number of ticket agents have engaged in flagrant abuses and 
deceptions in the sale of air transportation to the great detriment of 
the public. For example, ticket agents have engaged in such practices 
as the following: 

(1) Deceptive advertising and other public representations which 
induce the public to believe that the agent is an air carrier and to 
rely on such agent to provide the air transportation service offered 
when in fact the agent is not authorized to engage in air transporta- 
tion but is depending upon the performance of the service by some 
authorized air carrier undisclosed to the prospective passenger and in 
many instances unknown to the agent at the time the representation 
is made or the same is consummated. 

(2) Deceptive and misleading advertising and other public repre- 
sentation as to the quality and kind of service, cost, type and size of 
aircraft, times of departure and arrival, points served, route to be 
flown, stops to be made, and total trip time from point of departure 
to designation. 

(3) Offer and sale of air transportation without regard to the rates, 
fares. and charges specified in the tariffs of air carriers represented, 
discriminating between passengers, charging some more and some less 
than lawful tariff rates, demanding and collecting extra improper 
charges which in some instances are exacted to make up the difference 
between the lower rate offered purposely as a “‘come-on’’ to bring the 
prospective purchaser to the agent’s place of business and the correct 
rate which should have been advertised to the public. 

(4) Selling air transportation on a reservation basis when the 
agent has no binding commitment with any air carrier to provide the 
service. In such instances the passenger is later informed that the 
flight will be delayed, or he finds upon arrival at the airport that 
there is no space for him or that there is no flight as represented. 
The passenger then must wait until the agent finally arranges for his 
passage on another flight or another carrier which may be hours or 
days later and may be at a higher fare or under less desirable cireum- 
stances or op less desirable types of aircraft than that represented 
at the time of sale. 

(5) Falsely representing that passengers are directly insured in large 
amounts when in fact no such insurance is in force. 

(6) Falsely representing that special ‘‘priorities”’ for reservations 
and special discounts are available, particularly for persons in military 
service, when in fact no such special considerations are available. 

(7) Failure and refusal to make proper refunds when flights are not 
available or only partially completed. 

These practices arose with the development of the irregular air- 
carrier operations after the close of World War II and have become 
more widespread and serious each year. The seriousness of the 
problem is indicated by the following articles by William Longgood 
which were printed in the Washington Daily News February 12 and 
13, 1952: 














AMEND THE CIVIL AERONAUTICS ACT 3 


SHARPIES Not Bounp By LAw—NONSKED ABUSES TRACED TO SHADY TICKET 
AGENTS 


(By William Longgood) 


Most of the ill will directed against nonscheduled airlines can be traced direetly 
to dishonest ticket agents. 
Take the man who bought a ticket to Boston. He was dined and taken to a 
show by the agent, but when he went to board the plane it never material zed. 


+ Or the 50 servicemen stranded in New York when a nonsked failed t | 


to take them to the west coast. | 
Or the agent who advertises flights to California for $88, but when vou go to 
buy he has only more expensive seats left. 
Or the passenger who discovers he paid more for his ticket than the man beside 


him and less than the one in front. 

Or the man who waited 6 months without getting a refund—and the multitudes 
who never got their money back. 

Or countless passengers who answered ads for four-engine luxury liners and 
found only two-engine planes and overcrowded bucket seats. 

Against these and other abuses flows a torrent of complaints—almost always 
directed against the nonsked airlines. And herein lies the heart of the confusion. 

Ticket agencies are not owned by the nonsked carriers, at least not on the 
record. Otherwise they would be under Civil Aeronauties Board control. But 
many agencies take names or design their ads to mislead the public into believing 
thev are carriers. Carriers are the companies that own and fly the planes. 

No one has jurisdiction over the agencies. They are neither licensed nor 
registered. For the dishonest agents this has let them gouge, mislead, and fleece 
the public, as well as the carriers. 





SELLING PASSAGI 


No one is more eager to drive the cheats out of business than the honest agents 
and carriers. They have applauded requests for legislation to license them. The 
CAB wants Congress to put ticket agencies under its control. 

But, meanwhile, unscrupulous agents are trying to squeeze out the last buel 
before thev’re ousted. One of the gimmicks thev’ve made capital 
method of selling passage on nonskeds. It works like this: 

Most of the big nonsked lines are represented by a general agent. His job is 
to fill the line's departing planes with fares. But if he can’t sell enough tickets 
himself, he notifies other agencies of the plane’s approximate departure time and 
they also sell passages. 


EXCHANGE ORDER * fy 


Only the general agent or an authorized travel agency can sell tickets for the 
line he represents. Other agents sell an XO—exchange order. This is merely 
a token or promissory note for a ticket. It contains no commitment that the 
flight will take off; it may even state the order isn't a flight guaranty. 

The passenger must take his XO to the airport where the nonsked, theoreti- 
sally, at least exchanges it for a ticket. But here are some of the surprises he 
may run into: 

NO PROSECUTION 


Some 100 people have been sold seats on a 50-passenger plane 

The line won’t honor the XO because the agent owes the carrier money. 

The XO costs less than the tariff (the fare authorized by the CAB) and our 
passenger will have to ante up the difference. 

The flight will be delaved a few hours (or davs), which generally means urtil 
the agent finds more passengers or a plane to haul them. 

All of these things can and do happen. They happen with unhappy regularity. 
And agents get away with them. Why? 

Because of a curious quirk in the law that stipulates a person can’t be criminally 
prosecuted for failing to deliver on a promise to supply a ride and for failure to 
refund the monev. The buyer's only recourse is a civil court action, which could 
cost more than the refund’s value. 

So the dishonest agents get richer and the entire nonsked field gets another 
black eve. 

Most of the chiseling agents are independents who represent no line. How 
many there are is anybody’s guess. 
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AUCTIONS LOAD 


One of their favorite tricks is to sell a planeload of fares and then shop for a 
carrier to deliver it while the passengers wait. In one notorious case an agent 
sold 50 passengers to Puerto Rico at $60 each, then he had carriers bid for the job. 
The low bidder transported the passengers at $11 a head, the agent pocketing 
the rest. 

The CAB investigated but couldn’t take action; full tariff rates had been paid 
by the passengers. 


MISLEADING AND PHony Bait—ANYTHING GOES IN SHADY NONSKED AGENCY ADS 
(By William Longgood) 


Fly from California to New York for $13.20. 

That’s what the ad said. But in tiny letters under the bold figures was this 
notation; “Tax.” And under that: ‘‘Plus fare.’’ In almost invisible print was 
the admission: ‘‘Nonscheduled.” 

Misleading and phony advertising is the bait with which dishonest ticket 
agencies have helped skyrocket nonscheduled flying to an estimated business of 
$60,000,000 a yvear—and made lots of enemies for the industry. 

This is one phase of this fabulous business the Civil Aeronautics Board now is 
investigating to determine if it has a place in aviation today. 

Better Business Bureau files are loaded with complaints against ticket agencies 
who misrepresented what the carriers—the companies that own and fly the 
planes—offer. Many agencies have falsely advertised themselves as carrier air- 
lines. They spend huge amounts promoting business—most of it in radio adver- 
tising with a midway flavor. 

One agency, before being slapped down by New York’s BBB, made these 
claims: 

“Regularly scheduled departures.’’ (Nonskeds aren't allowed to fly on sched- 
ule.) 

“The most luxurious superflights.”” (Crowded bucket seats.) 

‘Delicious meals.’’ (Box lunches.) 

“No lower Government fare.’”’ (His was $88 to California; there were others 
for $77.) 

“Dependable service’ (BBB called it extremely undependable). The same 
agency also implied it was a carrier. 


ADVERTISING CODE 


The agency toned down its ads after the bureau had set up a code of advertising 
for ticket acencies 

The better-business bureau’s records also show how another agency sneaked 
around a CAB order preventing nonsked flights from carrying passengers out of 
the United States. It advertised a flight to Rome at a bargain fare, then flew 
the cut-rate pilgrims to Canada by scheduled airline. From there they were 
transferred to a nonsked plane for the trip abroad. 

Dishonest avencies, unlicensed and uncontrolled, have been parasites on the 
industry since it started after World War II. Despite efforts of their honest 
brothers to clean house they have continued to bleed and sabotage the nonskeds. 


PATRONS CLIPPED 


They have exploited loopholes in the law mercilessly to get away with their 
unscrupulous practices. And with two exceptions they’ve got away with it. 

The usual arrangement is for agents to sell passage on a commission of from 
5 to 35 percent. But some “sharpies’’ have got up to 80 percent from hard-put 
carriers. 

CAB has asked the carriers to accept passengers only from agents with whom 
they have contracts and to police the agents themselves. But to date this hasn’t 
proved too effective. 

LINKS MASKED 


One reason may be because some carriers own the agencies representing them but 
mask the alliance to avoid responsibility for the agent’s acts. This dark suspicion 
is being looked into as part of the CAB’s current investigation of the industry. 
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During the last 2 years honest agencies have tried to clean their ranks by form- 
ing associations and adopting codes of ethics and advertising standards to end 
illegal practices. A better business bureau official recently noted that ‘the 
volume and basis of complaints have diminished but have not vet heen completely 
obliterated.” 


The abuses of certain ticket agents serving the irregular air carriers 
was discussed by the Senate Committee on Small Business in its 
annual report for 1951. On page 247 that committee reported in 
part as follows: 


(An important aspect of the ene i problem is the irresponsible way in 
which the public has often been handled. * * * Part of the explanaticn lies 
in the fact that the nonscheduled eran must deal throug! ticket acencies 
* * * from an economie standpoint they are forced to rely on in epe ndent 
ticket agents to pool their services. Many of these acents have enrage ‘ in hiehlyv 


unethical business practices. Fortunately better business bureaus in many 
cities have cracked down on some of the more flagrant concerns Saha 

Since July 1, 1948, the Civil Aeronautics Board has received 538 
informal complaints from members of the public, including many 
from Members of Congress, better business bureaus, and local agen- 
cies, regarding such practices, and is now receiving several hundred 
such complaints each year. During the calendar year 1951 alone 
the Board states th at it received approximately 200 compl: unts from 
members of the public concerning such improper activities and prac- 
tices which have resulted in mistreatment, great inconvenience, 
financial loss, and other hardships. Information indicates that many 
other such complaints which did not come directly to the Board’s 
attention were received during the same period by the Federal Trade 
Commission and the better business bureaus and the local law-enforce- 
ment agencies in a number of cities. 

The Board states that it has used its existing powers to the full 
in an effort to stamp out these practices. Among the steps which 
the Board has taken are the following: 

(1) Adopted regulations applicable to the air carriers regarding their 
relationships with ticket agents, which regulations require (a) that 
agreements between carriers and agents be reduced to writing and 
filed with the Board, (6) the issuance of tickets of the carrier to the 
passenger at the time of sale, (c) that settlement between carriers 
and agents be made on basis of written invoices showing specified 
information, and (d) the submission of samples of advertising material 
of the carrier. 

(2) Encouraged action by and cooperated with better business 
bureaus, the Federal Trade Commission, and local law-enforcement 
agencies. 

(3) Attempted informally by letter and conferences to induce ticket 
agents voluntarily to discontinue such practices. 

(4) Attempted to discourage these practices by publicizing them 
in formal enforcement proceedings and investigations involving air 
carriers. 

ee iaicies these Board actions, the improprieties and abuses 
on the part of ticket agents continue unabated and the Board 
unable to deal effectively with the situation. 





1 Investigation of Large Irregular Carriers, Docket No. 3450, instituted August 11, 1948: Stendard Air Lines 
Inc., Non-certificated Operations, Docket No. 3357, decided June 20, 1949; American Air Transport and Flight 
School, Inc., Non-certificated Operations, Docket No. 3405, decided February 15, 1950; Viking Airlines et al 
Non-certifieated Operations, Docket No. 3447, decided June 5, 1950; Trans American Airways, Inc., and 
Great Lakes Airlines, Inc., Docket No. 4161, decision pending; New England Air Express, Inc., Docket No, 
5182, action pending. 
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Because such practices are widespread and because the Board, 
under its present statutory powers, lacks the ability to curb them, 
many members of the public are being subjected to mistreatment, 
great inconvenience, and other hardships against which the traveling 
public should be protected. Moreover, the continuation of such 
treatment has and will retard public acceptance of air transportation, 
discourage the growth and development thereof, and hinder the per- 
formance by the Board of its duties and responsibilities under the act, 
all of which adversely affects interstate commerce in particular and 
the public interest generally. 

If the proposed amendments are adopted, so as to grant the Board 
the power it now lacks, it can attack these improper activities directly 
by the issuance of cease-and-desist orders after notice and hearing in 
administrative hearings and by seeking injunctions and the imposition 
of fines in the United States district courts. In addition, the existence 
of such formal sanctions should enable the Board to accomplish a 
great deal toward obtaining voluntary compliance through informal 
enforcement action. 

The proposed legislation was drafted and sponsored by the Civil 
Aeronautics Board. Attached to this report are letters addressed to 
Chairman Robert Crosser from Donald W. Nyrop, Chairman of the 
Civil Aeronautics Board, and from A. Devitt Vanech, Deputy Attorney 
General, as well as a communication signed by Thomas W. Davis, 
Acting Secretary of Commerce, and addressed to Hon. Edwin C, 
Johnson, chairman of the Senate Committee on Interstate and Foreign 
Commerce. 

EXPLANATION OF BILL BY SECTIONS 


Section 1 of the bill amends section 1 of the Civil Aeronautics Act 
of 1938 by inserting a definition of “ticket agent.”” Paragraph (32) is 
renumbered as (33). ‘“Ticket agent”’ is defined as any person, not an 
air carrier or a foreign air carrier or an employee thereof, who, as 
principal or agent, sells or offers for sale any air transportation or 
negotiates for, or holds himself out by solicitation, advertisement, or 
otherwise as one who sells, provides, furnishes, contracts or arranges 
for, such transportation. 

Section 2 of the bill amends section 411 of the Civil Aeronautics 
Act of 1938, as amended, which relates to ‘“Methods of competition.” 
The term “ticket agent”’ is added to the section so as to authorize the 
Board to investigate and determine whether any ticket agent is 
engaged in unfair or deceptive practices or unfair methods of com- 
petition in air transportation or the sale thereof. The Board is author- 
ized to order a ticket agent found to be engaged in such practices or 
unfair methods of competition to cease and desist therefrom. 

Section 3 of the bill amends section 902 (d) of the Civil Aeronautics 
Act of 1938, as amended, relating to ‘‘Granting rebates.”’ This para- 
graph of the section is amended by adding the term ‘‘ticket agent’’ so 
that it becomes unlawful for a ticket agent, as well as, an air carrier 
or foreign air carrier or its officer agent, employee or representative, 
to knowingly or willfully grant or give any rebate or other concession 
in violation of the act. The paragraph provides that a person guilty 
of doing so shall be deemed guilty of a misdeameanor and, upon 
conviction, shall be subject for each offense to a fine of not less than 
$100 and not more than $5,000. 
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Section 4 of the bill provides that nothing contained in the — 
act shall be construed to enlarge or extend the jurisdiction of the Civil 
Aeronautics Board over transportation not subject to the Civil 
Aeronautics Act of 1938, as amended. 

Section 5 of the bill provided that the proposed act will become 
effective upon enactment. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as passed the Senate, are shown as follows (existing law proposed to 
be omitted is enclosed in black brackets, new matter is printed in 
italics, existing law in which no change is proposed is shown in roman): 


THE CIVIL AERONAUTICS ACT OF 1938 
Tirte I—GENERAL PROVISIONS 


* * * 

(32) ‘Ticket agent’ means any person, not an air carrier, or a foreign air carrier 

and not a bona fide employee of an air carrier or foreign air carrier, who, as principal 

or agent, sells or offers for sale any air transportation, or negotiates for, or ho'ds him- 

self out by solicitation, advertisement, or otherwise as one who sells, provides, fur- 
nishes, contracts or arranges for, such transportation. 

[(32)] (33) * * 

* * * 


* 


Tirte IV—Atr CarrieR Economic REGULATION 


BS * OK x * * * 
METHODS OF COMPETITION 


Sec. 411. The [Authority] Board may, upon its own initiative or upon com- 
plaint by any air carrier [or], foreign air carrier, or ticket agent, if it considers 
that such action by it would be in the interest of the public, investigate and deter- 
mine whether any air carrier [or], foreign air carrier, or ticket agent has been or is 
engaged in unfair or deceptive practices or unfair methods of competition in air 
transportation or the sale thereof. If the [Authority] Board shall find, after 
notice and hearing, that such air carrier [or], foreign air carrier, or licket agent 
is engaged in such unfair or deceptive practices or unfair methods of competition, 
it shall order such air carrier [or], foreign air carrier, or tickel agent to cease and 
desist from such practices or methods of competition. 

* * “ 


GRANTING REBATES 

Sac. 902. * * * 

(d) Any air carrier [or], foreign air carrier, or ticket agent, or any offtcer, agent, 
employee, or representative thereof, who shall, knowingly and willfully, offer, 
grant, or give, or cause to be offered, granted, or given, any rebate or other con- 
cession in violation of the provisions of this Act, or who, by any device or means 
shall, knowingly and willfully, assist, or shall willing suffer or permit, anv per- 
son to obtain transportation or services subject to this Act at less than the rates, 
fares, or charges lawfully in effect, shall be deemed guilty of a misdemeanor and, 
upon conviction thereof, shall be subject for each offense to a fine of not less than 
$100 and not more than $5,000. 





Civir ABRONAUTICS BoArRp, 
Washington 25, May 21, 1952 
Hon. Rorert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 
Dear Mr. Crosser: This is in reply to your letter of May 14, 1952, asking the 
Board for a report on 8. 2690 an act to amend the Civil Aeronauties Act of 1938, 
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as amended, to make unlawful certain practices of ticket agents engaged in selling 
air transportation, and for other purposes. 

Except for the addition of two new sections, this act is identical to H. | 
7218 which the Board strongly endorsed in its letter to you of April 18, 1952. 
The new sections, to which the Board has no objection, read as follows: 

“Sec. 4. Nothing contained in this Act shall be construed to enlarge or extend 
the jurisdiction of the Civil Aeronautics Board over transportation not subject to 
the Civil Aeronautics Act of 1938, as amended. 

“Sec. 5. This Act shall be effective upon enactment.” 

It is the Board’s understanding that section 4 was added to make certain that 
the Board’s authority would not be extended to cover the activities of ticket 
agents in the sale of surface transportation, as distinguished from air transporta- 
tion. The Board believes the addition is unnecessary, but has no objection to it. 
It is the Board’s understanding that section 5 was added to make certain that the 
act should come into operation upon its enactment and not have any retroactive 
effect. With respect to this also the Board believes the addition is unnecessary, 
but has no objection to it. 

The Board believes that this legislation is urgently needed and recommends 
prompt passage of 8. 2690. 

Sincerely yours, 


? 
\. 
) 


DonaLp W. Nyrop, Chairman. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, May 27, 1952. 
Hon. Ropert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce 
House of Representatives, Washington, D. C. 


My Drar Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice concerning the bill (S. 2690) to amend the Civil Aero- 
nautics Act of 1958, as amended, to make unlawful certain practices of ticket 
agents engaged in selling air transportation, and for other purposes. 

The bill would amend section 1 of the Civil Aeronautics Act of 1938, as amended 
(49 U. 8. C. 401) by adding a new paragraph defining the term “‘ticket agent.” 
The bill would also amend section 411 of the act (49 U. S. C. 491) prohibiting 
unfair or deceptive practices or unfair methods of competition in air transporta- 
tion, and section 902 (d) (49 U. 8. C. 622 (d)) making unlawful the granting of 
rebates or concessions in the sale of air transportation, so as to bring ‘‘ticket 
agents’’ within the scope of those sections. 

This Department is advised that the bill was introduced at the request of the 
Civil Aeronautics Board in order to combat the activities of a number of ticket 
agents who have engaged in flagrant abuses and deceptions in the sale of air trans- 
portation to the detriment of the general public. It is understood that the 
Board has attempted to correct such practices by resort to its existing authority, 
and by proceeding through the Federal Trade Commission and other enforcement 
agencies. In this activity the Board has been but partially successful and believes 
that the limited additional authority proposed to be granted by the bill would 
enable it to proceed with greater efficiency in such matters. Under existing law, 
it has often been necessary for the Board to attempt to prove that persons engaged 
in the sale of air transportation are covered technically by the classification ‘‘in- 
direct air carrier’’ as such term is defined in the act. In a number of instances, 
this has placed a substantial burden on the Board and the effort to restrain such 
unwarranted activities by ticket agents has not been altogether successful. 

The ills within the field of air transportation sought to be cured by the proposed 
legislation are not new to the transportation industry. The corrective action pro- 
posed to be taken is also not without legislative precedent. A review of the legis- 
lative history of the Motor Carrier Act of 1935, now part II of the Interstate 
Commerce Act (49 U. S. C. 301, et seq.), discloses that similar deceptive and 
abusive practices by persons engaged in the sale of transportation by motor vehicle 
led to the enactment of Federal legislation regulating such persons and their activi- 
ties (sees. 204 and 211 of the Interstate Commerce Act, 49 U. S. C. 304, 311; 
Acme Fast Freight, Inc., Com. Car. Application, 2 M. C. C. 415, 435 (1937); Regu- 
lation of Transportation Agencies, S. Doc. 152, 73d Cong., 2d sess.; Coordination 
of Motor Transportation, 182 I. C. C. 263, 279-280 (1932); Motor Pus and Motor 
Truck Operation, 140 I. C. C. 685, 702, 703 (1928)). 


’ 








AMEND THE CIVIL AERONAUTICS ACT 7) 


The Department of Justice would have no objection to the enactment of the 
measure. 
The Bureau of the Budget has advised that there is no objection to the submis- 


sion of this report. 


Sincerely, 


Hon. Epwin C. JOHNSON, 
Chairman, Committee on Interstate and Foreiqn Commerce, 


United States Senate Washington 25, D. 


; 

Dear Mr. CHarrMAN: This letter is in reply to your request of February 20, 
1952, for the views of this Department concerning 8. 2690, a bill to amend the 
Civil Aeronautics Act of 1938, as amended, to make unlawful certain practices of 
ticket agents engaged in selling air transportation, and for other purposes. 


| 

This bill would amend the Civil Aeronautics Act of 1938 by bringing ticket 
agents who are engaged in selling air transportation within the scope of section 411] 
(‘‘Methods of competition” and section 902 (d Granting rebates’). If legis- 


lation of this type is enacted, the Board’s jurisdiction to require air carrie 
desist from engaging in unfair and deceptive methods of competition in air trans- 
portation would be extended to ticket agents DOV Inclusion OF reterence to the sale 
of air transportation as well as air transportation itself Moreover, ticket agents, 
together with air carriers, would be prohibited from knowingly and willfully 
furnishing transportation at less than the lawful rates or granting rebates or othe 
concessions. 

It appears that a number of ticket agents have engaged in flagrant abuses and 
deceptions in the sale of air transportation, to the great detriment of the 
The Civil Aeronautics Board says that it has received 538 informal com 
from the publie regarding ticket agents’ practices since July 1, 1948. Despite 
certain actions taken by the Board, including issuance of regulat | 
to air carriers regarding their relationships with ticket agents, improprieties on the 
part of ticket agents continue unbated. The additional powers set fort thi 
act would provide for direct attack on such improprieties by the issuance of cease 
and desist orders and by seeking injunctions and the imposition of fines in United 
States district courts. 

This Department favors this legislation on the grounds, first, that the public 








interest requires additional regulaiion of the activities of ticket a 
in selling air transportation and, second, the Civil Aeronautics | ~ 
certain powers of control over these agents in order to discharge its duties and 
responsibilities under the Civil Aeronautics Act of 1938. However, the Depart- 
ment makes two reservations concerning our endorsement of this 

We feel that appropriate consideration should be given the « of the 
relationship between the regulatory role and jurisdiction of the Federal ‘lrade 
Commission and the Civil Aeronautics Board with respect to ticket agents, since 
the legislation proposed here would in effect definitely grant certain regulatory 
powers to the Civil Aeronautics Board which have been within the purview of 
the Federal Trade Commission. The position of ticket agents in relation to 
more than one tvpe of transportation should be considered from the standpoint 
of the proper regulatory agency for control purposes The definition of ‘‘ticket 
agent’’ embraces all persons who sell air transportation. ‘Thus this would give 
the Civil Aeronautics Board certain regulatory control over agents which sell 
joint transportation via air and surface carriers. Since the latter are subject 
to regulatory bodies other than the Civil Aeronautics Board, it might possibly 
be desirable to add language to the proposed bill which would indicate more 
clearly the relative jurisdictional sphere of the Board respecting ticket agents. 

Subject to the reservations noted above, this Department recommends enact- 
ment of S. 2690. 

Due to the pressure of time, we have been unable to secure clearance from the 
Bureau of the Budget on this report. 

If we can be of further assistance in this matter, please call upon us. 

Sincerely yours, 





Tuomas W. S. Davis, 
Acting Secretary of Commerce. 


O 
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MERGER OF TWO OR MORE NATIONAL BANKS AND 
MERGER OF STATE BANKS WITH NATIONAL BANKS 


JuLY 1, 1952 Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printes 


Mr. Spence, from the Committee on Banking and Currency, sub 


mitted the following 


R kK PO R T 
[To accompat VS FOR 


The Committee on Banking and Currency. to whom was referred 
the bill (S. 2128) to provide for the merger of two or more national 
banking associations and for the merger of State banks with national 
banking associations, and for other purposes, having considered thi 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


GENERAL STATEMEN'| 


ili 
banking associations, and for the merger of State banks with national 
banking associations under Federal charter 

Section 1 of the act of November 7, 1918, as amended (12 U.S. C. 
33), provides a method whereby two or more national banks may 
consolidate into one bank under the charter of one of the existing 
banks. Section 3 of the same act, as added (12 U.S.C. 34a), provides 
a method whereby a State bank may consolidate with a national 
bank under the Federal charter of the national bank. There are ho 
Federal statutes providing for the merger of nati mal banks or t! 
merger of State banks with national banks under Federal charter 

One of the characteristics of the provisions authorizing consolida- 
tions under Federal charter is that the dis enting shareholders of ea 


The bill would provide for the merger of two or more national 


Chl 
constituent bank are entitled to be paid in cash by the consolidated 
bank for the value of their shares On the othe hand, the 


re 
authority in some States for consolidations or mergers of State ban! 


under whieh the right of dissenting shareholders to obtain the value 
of their shares in cash either does not exist mnfined to share 
holders of the absorbed bank WW) THOSE Wistatices a sim I] ent 1) 


absorbed by a large bank 
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The fact that dissenting shareholders of each constituent bank are 
entitled to be paid in cash for the value ot their shares when banks 
consolidate under the Federal statute has not presented an impedi- 
ment to consolidations of banks of approximately the same size. 
It has been an impediment, however, to large national banks with 
correspondingly large numbers of shareholders acquiring small banks 
by consolidation, because of the risk that hundreds or thousands of 
the absorbing bank’s own shareholders may demand the value of 
their shares in cash, particularly where the actual value is higher 
than the prevailing market price. There is therefore a disadvantage 
to consolidating under Federal charter as compared to consolidating 
under State law. 

While this comparative disadvantage has existed for some time, it 
did not become significant until the act of August 17, 1950 (Publie 
Law 706, 8ist Cong.), favorably reported by your committee, provid- 
ed a method through which national banks can transfer into State 
systems. It is your committee’s view that in view of the fact that 
these transfers out of the national system are now easily consummated, 
the existence of the comparative disadvantage to consolidations under 
Federal charter may cause banks in some States to leave the national 
system in order to secure the benefits of State law for subsequent 
consolidations or mergers which they have in mind. 

Your committee therefore believes that it is desirable that there be 
made available a method whereby national banks may combine with 
other national banks, and State banks may combine with national 
banks under Federal charter, without a right in dissenting share- 
holders of the absorbing bank to demand cash payinent for shares. 
This would achieve that desirable end by authorizing a new method 
of merger, one feature of which would be that only the dissenting 
shareholders of the absorbed bank would be entitled to demand cash 
for their shares. 

These merger provisions would be added to the present provisions 
of the act of November 7, 1918, as amended, which provide for con- 
solidations, and would leave in existence without change that method 
of combining. In either a case of consolidation under the existing 
statute or merger under the proposed bill, the approval of the Comp- 
troller of the Currency would have to be obtained. Hence there 
would be an administrative determination in each case as to whether 
a particular combination should be under the consolidation or merger 
provisions of the statute. 

This bill is not intended to and does not repeal the congressional 
policy on branches as reflected in sections 36 and 81 of title 12 of the 
United States Code. 

The Treasury Department and the Comptroller of the Currency 
recommend its enactment. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIIT of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as passed by the Senate, are shown as follows (existing law proposed 
to be omitted is enclosed in black brackets, new matter is printed in 
italics, existing law in which no change is proposed is shown in roman): 
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SECOND PARAGRAPH OF SECTION 3 OF THE ACT OF NOVEMBER 7, 1918, As AMENDED 
(U.S.C., TirLe 12, Sec. 34a), aND ADDITIONAL NEW SEcTIONS 


CThe word “State bank’’, ‘State banks’’, ‘‘bank’’, or ‘‘banks’’, as used in this 
section, shall be held to include trust companies, savings banks, or other such 
corporations or institutions carrying on the banking business under the authority 
of State laws.] 

Where a dissenting shareholder h 
the bank of which he is a shareholder of his dissent from the plan of consolidation 
and the directors thereof fail for more than thirtv davs thereafter to appoir 
appraiser of the value of his shares, said shareholder may request the Comptroller 
of the Currency to appoint such appraiser to act on the appra imittee for 


is given notice as provided in this sect , O 








and on behalf of such bank. In the event one of the appraisers fails to agree wit! 
the others as to the value of said shares, th the valuation of e remaining ap- 
praisers shall govern. 

Pa, a) One or more national banking associations or one « more State bar 
ein the approval of the ( om ptrolle inde ( gree ment rot ncons fernt ti ; 
Act, may merge into a national banking « ation located thin the same State, 
inde ti charter ot the ecelving OSsor rion 

/ The me qe rgreement shall 
1) be agreed upon tn writing by a me) ty of the Loard of directors of each 
issocration or State bank participating w the plan of merge ; 
fe tlified and confirmed by the aft reaative te of the shareholde of each 
mssocration or State bank ow? ng at feast f »-th { oy tne cap fa for ( fa? 


iq. ata meet ng to be held on the ca it the directors. atte publishing ne 








the time pP ace, and object of the meeting fe four consecutive weel na ne l 
rith gene i circulation in the place phere ne association or Stat han oct re 
aile ending such notice to each sharehola ) ecord hy eg ome f 
ast ter ij nro fo th meet ng, except to those harel / S / ect j 
i relic 
pie renown of th pre } 0 } gd if ; i 
hy oO f ng ipon ompleltion of , a ; ‘ ; 
oO Me oca na Is/ any) to t maid to ti } ( ( 
0 \ j win ; ] nerd / rilo the goa 0 ‘ / 
j ‘ ‘ 1? ( of { OS q ¢ } oT / 
not e? j / shareholders f the ISSO ” 0 a Da? q 
( q Dp ’ ” 
i} Oo he voted jor at tt ea wif ( ssary 
he sh ‘ho ( ‘ association o sf e bar j gd ; ; qd 
any st eholde any asso on oO S ! } ed ] 
Isso al ho Ss poted aga i the merg hie? gd ¢ } 
gives f ng at or prior to mee qd ng off / } 
from ft ylery erg sh he e7 1 ty ei} he } } } 
an hen the gd a ( ppro thy the ¢ Tr} 
; fy f t) ad ‘ , tne ? ] } 
\ , tp ng (he Mi ger ) 1? ) / ; 
pie or onmiposed } ! or evected Oy UT / lé hie 
lo hie , i ! ; entitled to payr } } 
directs } f ng asso ! 1 ”? ele f he ] 
Hud nm aqgree on by any vo of the thre Dp } qove 
oO fare cha nol si factory f iny a nting } } ho} ‘ 
nt. that st holder may, within fti 1/10] ( heing notified f ( p { 
( i } eS, app 1/ fe } (Clomnpt ( rho } ‘ t 
mad h shall be fin ind binding as to of th hares t} ) / 
i } nety d : om the date of consumn ( i} ? (ye 0 ny 
et ( of the shares. the Car Iro ipo? tte? est « , este 
part } ise a pv T?k ln ay } rile ; ; xf fry }o 
rrlee The ¢ of the Coamptroll ”n ? ati } 
ast may Doe, sha he paid by the é dQ ASSO TY} the sh é 
“a ned shall be promotly p ito th sharehold 7 the ( i 
and the tires perid fe sha he s end ! a ,U/ ng ) - 
f rr} j / , ( fhis paragraph st pply Aa g 
owned by them in a bank or associa no g q » The ] 
T} ) orate ¢ sfence of the merging assor ) ‘ ‘ ( , é ] 
/ the CI’DLINE Asso arior | ; I } 
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and mixed) and choses in action shall be transferred to and vested in the receiving 
association by virtue of such merger without any deed or other transfer. The re 

ceiving association, upon the merger and without any order or other action on the 
part of any court or otherwise, shall hold and enjoy all rights of property, franchises, 
and interests, including appointments, designations, and nominations, and all other 
rights and intercsts as trustee, executor, administrator, registrar of stocks and bonds, 
guardian of estates, assignee, receiver, committee of estates of lunatics, and in every 
other fiduciary capacity, in the same manner and to the same extent as such rights, 
franchises, and interests were held or enjoyed by any merging association or State 
bank at the time of the merger, subject to the conditions hereinafter provided 

Where any merging association or State bank, at the time of the merger, was acting 
under appointment of any court as trustee, executor, administrator, registrar of stocks 
and bonds, guardian of estates, assignee, receiver, committee of estates of lunatics, or in 
any other fiduciary capacity, the receiving association shall be subject to removal by a 
court of competent jurisdiction in the same manner and to the same extent as was th: 
merging association or State bank prior to the merger. Nothing contained in this 
section shall be considered to impair in any manner the right of any court to remove a 
receiving association and to appoint in lieu thereof a substitute trustee, executor, or 
other fiduciary, except that such right shall not be exercised in such a manner as to 
discriminate against national banking associations, nor shall any receiving association 
be removed solely because of the fact that it is a national banking association. 

(d) Any national banking association which is a receiving association may iss 
stock, with the approval of the Comptroller and in accordance with law, to be delivered 
to the shareholders of a merging State bank or national banking association as vr 
vided for by a merger agreement, free from any prec moplive rijats oj ihe sharchol rf 
the receiving association. 

Sec. 5. As used in this Act the term 

(1) ‘‘ State bank’? means any bank, banking association, trust compa) 
savings bank (other than a mutual savings bank), or other banking institution 
which is engaged in the business of receiving deposits and which is incorporated 
under the laws of any State, or which is operating under the Code of Law for 
the District of Columbia (ercept a national banking association located in the 
District of Columbia) ; 

(2) **State’’ means the several States, the several Territories, Puerto Rico, 
the Virgin Islands, and the District of Columbia; 

(3) ‘*Comptroller’’ means the Comptroller of the Currency; and 

(4) *“‘Receiving association’’ means the national banking association into 
which one or more national banking associations or one or more State ban! 


located within the same State, merge. 
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2d Nession j Ul No. 2422 


CLARIFYING THE ACT OF AUGUST 17, 1950, PROVIDING FOR THI 
CONVERSION OF NATIONAL BANKS INTO AND THEIR MERGER 
AND CONSOLIDATION WITH STATE BANKS 


Junty 1, 1952. Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Srencs, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 
[To accompany 8. 2252] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 2252) to clarify the act of August 17, 1950, providing for 
the conversion of national banks into and their merger and consolida- 
tion with State banks, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


GENERAL STATEMENT 


Public Law 706, an act to provide for the conversion of national 
banking associations into and their merger and consolidation with 
State banks, was passed by the Congress in 1950. It was intended to 
eneble national banks to convert into or consolidate with State banks 
under State charter; that is, to afford a right similar but converse to 
that enjoyed by State banks converting into and consolidating with 
national banks—a two-way street, so to speak. 

Section 2 of that act sets forth the procedure under which a national 
bank ean transfer into the State system. This procedure prescribes, 
among other things, that a national bank can convert into or merge or 
consolidate with a State bank upon a vete of the holders of not less 
than two-thirds of the stock, and that dissenting shareholders shall be 
entitled to the value of their stock in cash. In addition to these re- 
quirements in section 2, however, section 4 of the act contains the 
following limitation: 
and no such conversion, merger, or consolidation shall take place under this act 
unless under the law of the State in which such national banking association is 
located State banks may without approval by any State authority convert into 
and merge or consolidate with national banking associations as provided hy Feders 
law. [Italies added.] 





CLARIFYING THE ACT OF AUGUST 17, 1950 





With respect to consolidations, the Federal law to which this refer- 
ence is made in section 4 contains provisions relating to the vote re- 
quired for approval and the payment of dissenting shareholders similar 
to those in section 2 for a consolidation in the other direction (12 
U.S. C. 34a). 

With respect to conversions, however, the Federal law to which the 
reference is made in section 4 provides that a State bank may convert 
into a national bank upon a vote of the holders of only 51 percent of 
the stock, and it contains no provision for the payment of cash to 
dissenting shareholders for the value of their stock (12 U.S. C. 35) 
This provision, your committee wishes to point out, does not impose 
conditions on a nationalwise conversion as onerous as section 2 of 
Public Law 706 imposes on a Statewise conversion. The limitation in 
section 4 therefore becomes significant because it cuts off the National- 
to-State street if a State’s law governing nationalwise conversions im- 
poses conditions parallel to those prescribed in section 2 of Public 
Law 706 for the National-to-State street. 

Since the enactment of Public Law 706, several instances have 
occurred in which State legislatures have in fact enacted laws impos- 
ing conditions on State-to-National conversions patterned after those 
contained in section 2 of Public Law 706 for National-to-State con- 
versions. But, this has cut off the National-to-State street because 
the requirement of section 4 has not been met. 

Your committee believes the illustration of the action of Minnesota 
with reference to this law might be illuminating. The Minnesota 
Legislature, doubtless noting the conditions precedent in section 2 of 
Public Law 706 with respect to vote of approval and payment of dis- 
senting shareholders, enacted a law which imposes identical conditions 
upon State banks transferring out of the State system into the Na- 
tional system. Unfortunately, however, this Minnesota law prevents 
Minnesota from being a State under whose laws a State bank may 
convert into a national banking association “as provided by Federal 
law,’’ because as indicated above the applicable Federal law provides 
for conversion of a State bank into a National bank upon a vote of 
the holders of only 51 percent of the stock with no provision for cash 
payment for dissenting stockholders, as compared with the provision 
under the Minnesota law requiring a vote of two-thirds of the stock- 
holders and cash payment for dissenting stockholders. Accordingly, 
section 4 of Public Law 706, as it is now phrased, makes transfers out 
of the National system and into the State system impossible in 
Minnesota. 

Since it was the purpose of Public Law 706 to provide an equitable 
two-way street provision in the Federal Statutes, the Treasury De- 
partment and the Comptroller of the Currenc y propose that the law 
be amended so that the limitation in section 4 beyond which State law 
cannot go (without depriving National banks in that State of the bene- 
fits of Public Law 706) will be measured by the standard set out in 
section 2 for National-to-State conversions and consolidations, rather 
than by the minimum requirements prescribed by other Federal 
Statutes, for transfers in the same direction as those the State laws 
will govern. 

In order to carry out our intent in Public Law 706 to place National 
banks and State banks on an equal footing with respect to conditions 
under which they might change from one system to the other, your 
committee unanimously recommends that this bill do pass. 
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CHANGES IN EXISTING LAW 





In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as passed by the Senate, are shown as follows (existing law proposed 
to be omitted is enclosed in black brackets, new matter is printed in 
italics, existing law in which no change is proposed is shown in roman 


Puspuic Law 706, Ercgutry-First Coneri 
AN ACT To provide for the conversion of national banking associat 
solidation with State banks, and for other 


CONTRAVENTION WITH STATE LAW 
Sec, 4. No conversion of a national banking associatio 


merger or consolidation with a State bank shall take place under this Act in contra 
vention of the law of the State in which the national banking association is located 


and no such conversion, merger, or consolidation shall take place under this A 
unless under the law of the State in which such national banking associat 
located Siate banks may without approval by any State authority convert 

la } 
and merge or consolidate with national banking associations [[as provided | 
Federal law j under limitations or conditions no mo estrictive than those cont 
n section 2 hereot w th espect to the conversion of a nationa f 


consolidation of a national bank with. a State bani ride State cha 
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STATE BANK AND BRANCH CAPITAL REQUIREMENTS 
FOR FEDERAL RESERVE SYSTEM MEMBERSHIP 


JuLy 1, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. SPENCE, from the Committee on Banking and Currency, submitted 
, e 
the following 


REPORT 
[To accompany 8. 2938] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 2938) to amend section 9 of the Federal Reserve Act, as 
amended, and section 5155 of the Revised Statutes, as amended, and 
for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


GENERAL STATEMENT 
REQUIREMENTS FOR ADMISSION TO MEMBERSHIP 


Under present law, no State bank may be admitted to membership 
in the Federal Reserve System unless it possesses a paid-up unim- 
paired capital sufficient to entitle it to become a national bi in the 
place in which it is located. Consequently, in accordance with the 
capital requirements for national banks as contained in section 5138 
of the Revised Statutes, a State bank, in order to be eligible for mem- 
bership, must have a paid-up unimpaired capital stock of $50,000 in 
places of not more than 6,000 population, $100,000 in places of 6,001 
to 50,000 population, and $200,000 in places of over 50,000 population 
(unless the bank is located in an outlying district where a $100,000 
minimum may apply). Cutie exceptions permit the admission of 
State banks to membership if located in places of not more than 
3,000 population with a minimum capital of $25,000. 

These requirements are arbitrary and unrealistic and prevent 
sound banks, which are otherwise entitled to membership and most 
of which are insured banks, from becoming members of the Federal 
Reserve System. The capital needs of a bank are not dependent 
upon and cannot be determined by the population of the place in 
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which the bank is located. For example, one bank may not have 
half as great a volume of deposits and of risk assets as another bank 
in the same town, or a bank located in the larger of two towns may be 
much smaller than a bank located in the other town. The arbitrary 
nature of the present requirements is further emphasized by the fact 
that a very slight difference in populations of the towns in which two 
banks are located may make it necessary for one bank to have twice 
as much capital stock as the other in order to be eligible for member- 
ship, although the banks are comparable in size and character of 
assets. 

In order to be eligible for membership, it would be necessary for 
many banks to increase their capital stock to amounts out of pro- 
portion to their needs. In this connection, it should be noted that 
the existing requirements relate only to capital stock and disregard 
surplus and other accounts which are part of the capital structure of 
a bank and provide protection for depositors. Thus, one bank may 
be eligible for membership because it has the required capital stock 
but another bank with less but adequate capital stock is not eligible 
although it has a substantially larger and better balanced capital 
structure. While a bank should have a reasonable basic capital, this 
is only one factor and consideration should be given to other capital 
accounts. 

No precise formula can be devised for determining the adequacy 
of capital in all cases. This is recognized by the Federal Deposit 
Insurance Act which prescribes no specific capital requirements for 
deposit insurance but provides merely that the Federal Deposit Insur- 
ance Corporation, in approving a bank for deposit insurance, shall 
consider, among other factors, the adequacy of the bank’s capital 
structure. 

Section 1 of the proposed bill would vest in the Board discretion 
with respect to the admission of State banks to membership similar 
to the discretion now vested in the FDIC with respect to approval 
of banks for deposit insurance. The bill would provide that no State 
bank shall be admitted to membership unless it possesses capital and 
surplus which, in the judgment of the Board of Governors, are ade- 
quate in relation to the character and condition of the bank’s assets, 
existing and prospective deposit liabilities, and other corporate 
responsibilities. However, if a State bank does not have capital 
and surplus in an amount which would be required for the organiza- 
tion of a national bank in the place in which it is located, in other 
words, if it has less capital and surplus than that required for national 
banks by present law, such a State bank would not be eligible for 
membership in the System unless it is approved for deposit insurance 
under the Federal Deposit Insurance Act. 

The proposed legislation also would provide that the capital stock 
of a State member bank shall not be reduced without the consent of 
the Board. National banks and insured nonmember banks are re- 
quired by law to obtain the consent of the Comptroller of the Currency 
and the Federal Deposit Insurance Corporation, respectively, before 
reducing their capital stock, and most State member banks are subject 
to a condition of membership prescribed by the Board for many years 
which prohibits capital-stock reductions without the Board’s consent. 
It appears desirable to cover this matter by law in the case of State 
member banks in order that all such banks will be subject to this 
requirement. 
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e 
REQUIREMENTS FOR BRANCHES 


Under existing law, State member banks of the Federal Reserve 
System which desire to establish branches must cor mplv with the same 
limitations and restrictions as those which are applicable to the 
establishment of branches by national banks under se: 155 of 
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the United States Revised Statutes; and that section provides that, 


in order for a national bank to establish a branch beyond the limits of 
the place in which it is located, it must have a capital stock of at le: 
$500,000 (except that a lesser minimum is applicable in States 
population of less than 1 million). 

This requirement has little relationship to the capital needed by 
the banks and is much more stringent than the requirements of many 
State laws for the establishment of branches by State banks. It 
results in unfair discrimination against State member banks and, in 
effect and without justification, closes the door to membership for 
banks (including nonmember insured banks) which otherwise might 
be members of the Federal Reserve System. In some instances, 
State banks have withdrawn from membership because they wished 
to establish out-of-town branches and the increases in capital stock 
necessary to meet the statutory requirements could not be justified. 
Other State banks with branches lawfully established and in lawful 
operation have been prevented from joining the Federal Reserve 
System because they could not do so without giving up their branches 
or increasing their capital stock to amounts in excess of their capital 
needs. 

Under section 2 of the proposed bill, national banks and State 
member banks would continue, as at present, to operate under the 
same conditions as to the establishment of branches; but section 5155 
of the Revised Statutes would be amended to eliminate the present 
minimum capital requirement for the establishment of branches by 
national banks. This would mean that State member banks also 
would no longer be required to have a capital stock of at least $500,000 
in order to establish out-of-town branches. They would, however, 
still be subject to the aggregate capital requirements contained in 
other provisions of section 5155 of the Revised Statutes which require 
a bank to have a capital stock equal to the total amount which would 
be required for the establishment of a national bank in each of the 
various places where its branches are situated. In order that this 
change may not operate to give national banks an undue competitive 
advantage over State banks in those States in which capital require- 
ments for State banks are more rigid than those of Federal law, the 
bill would contain a provision under which a national bank could not 
establish an out-of-town branch unless it has an amount of capital 
and surplus equal to that required by State law for the establishment 
of such branches by State banks. 

Apart from capital requirements, the proposed legislation would 
remove an inconsistency in the law relating to the establishment of 
branches by banks within the limits of the places in which their head 
offices are located. Under existing law, the approval of the Comp- 
troller of the Currency and of the Federal Deposit Insurance Corpora- 
tion is required for the establishment of domestic branches by national 
banks and nonmember insured banks, respectively, whether such 
branches are located within or beyond the limits of the places in 
which the head offices are located, but the law requires the approval 
of the Board only for the establishment of out-of-town branches by 
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State member banks. _ It is felt that the approval of the Board should 
likewise be required for the establishment of intracity branches by 
State member banks and the proposed legislation includes such a 
requirement, except as to branches of State member banks in the 
District of Columbia which under present law must be approved by 
the Comptroller of the Currency. 

Your committee urges that the bill do pass. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as passed by the Senate, are shown as follows (existing law proposed to 
be omitted is enclosed in black brackets, new matter is printed in 
italics, existing law in which no change is proposed is shown in roman): 


FEDERAL ReserRvVE Act, A8 AMENDED 


* * * * * a. * 


Third Paragraph 


BRANCHES OF State MEMBER Banks.—* * * The approval of the Board 
shall likewise be obtained before any State member bank may establish any new branch 
within the limits of any such city, town, or village (except within the District of Co- 
lumbia). 


* *” * ON * * ~ 


Eleventh Paragraph 
CAPITAL REQUIRED FOR MEMBERSHIP 


No applying bank shall be admitted to membership [in a Federal reserve bank 
unless it possesses a paid-up unimpaired capital sufficient to entitle it to become 
a national banking association in the place where it is situated under the provisions 
of chapter 2 of this title: Provided, That this section shall not apply to State banks 
and trust companies organized prior to June 16, 1933, and situated in a place 
the population of which does not exceed three thousand inhabitants and having 
a capital of not less than $25,000, nor to any State bank or trust company which is 
so situated and which, while it is entitled to the benefits of insurance under 
section 264 of this title, increases its capital to not less than $25,000.] unless it 
possesses capital stock and surplus which, in the judgment of the Board of Governors 
of the Federal Reserve System, are adequate in relation to the character and condition 
of its assets and to its existing and prospective deposit liabilities and other corporate 
responsibilities: Provided, That no bank engaged in the business of receiving deposits 
other than trust funds, which does not possess capital stock and surplus in an amount 
equal to that which would be requtred | for the establishment of a national banking 
association in the place in which it is located, shall be admitted to membership unless 
it is, or has been, approved for deposit insurance under the Federal Deposit Insurance 
Act. The capital stock of a State member bank shall not be reduced except with the 
prior consent of the Board. 


Section 5155, Revisep STatuTes, AS AMENDED (U.S. C., TrirLe 12, Sec. 36 (C)) 
* * * Except as provided in the immediately preceding sentence, no such 
association shall establish a branch outside of the city, town or village in which 
it is situated unless it has [a paid-in and unimpaired capital stock of not less 
than $500,000: Provided, That in States with a population of less than one 
million, and which have no cities located therein with a population exceeding 
one hundred thousand, the capital shall be not less than $250,000: Provided, That 
in States with a population of less than one-half million, and which have no cities 
located therein with a population exceeding fifty thousand, the capital shall not 
be less than $100,000.] a combined capi a! s'ock and surplus equal to the combined 
amount of capital sock and surplus, if any, required by the law of the State in which 
such associa‘ion is situa‘ed for the establish ment of such branches by Stale banks, or, 
the law of such State requires only a minimum capital s‘ock for the establishment 
of such branches by S’ at « banks, unle SS such associa ‘20n has not less than an equal 
amount of capital s'ock. 
* * * ** * * 
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Juty 1, 1952.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Sprence, from the Committee on Banking and Currency, 
submitted the following 


REPORT 
[To accompany S. 3066] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 3066) to amend defense housing laws, and for other pur- 
poses, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

The amendments are as follows: 

1. Strike out section 12 of the bill. 

2. Add the following two new sections at the end of the bill: 


Src. 12. Section 903 (c) of the National Housing Act, as amended, is hereby 
amended by adding at the end thereof the following new sentence: ‘‘Upon appli- 
cation of the mortgagee with the consent of the mortgagor of rt for 
which a commitment to insure has been issued pursuant to sectio 
covering property on which the construction of the dwellings the 
prior to the enactment of this title and the determination of prevailing wages 
in the locality in accordance with section 212, the Commissioner is authorized, 
notwithstanding such beginning of construction, to convert such commitment to 
a commitment under section 908; any charges or fees paid to the Commissioner 
with respect to such insurance under section 205 shall be credited to charges or fees 
due the Commissioner with respect to such insurance under section 90S; and the 
determination of prevailing wages in the locality for purposes of section 212 
may be made by the Secretary of Labor at any time prior to the insurance under 
section 90S: Provided, That such mortgage, or the mortgage covering the sami 
property executed in substitution therefor, is otherwise eligible for insurance 
under section 908.” 

Src. 13. Section 610 of the National Housing Act, as amended, is amended by 
adding at the end thereof the following new paragraph: 

“The Commissioner is further authorized to insure or to make commitments to 





insure under section 608 of this title in accordance with the provisions of this 
section any mortgage executed in connection with the sale by a State or munici- 
pality, or an agency, instrumentality, or body politie of either, of any permanent 


housing (including any property acquired, held, or constructed in conneetio1 
therewith or to serve the inhabitants thereof), constructed by or on behalf of 
such State, municipality, agency, instrumentality, or body politic, for the oceu 
pancy of veterans of World War II, their families, and others: Provided, That 
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the principal obligation of any such mortgage does not exceed either 85 per centum 
of the appraised value of the mortgaze property as determined by the Commis- 
sioner or $8,100 per family unit for such part of such property as may be attrib- 
utable to dwellin use.”’ 


GENERAL STATEMENT 


Last year the Congress enacted the Defense Housing and Com- 
munity Facilities and Services Act of 1951 which prov ided the legis- 
lative framework for assisting the provision of housing and community 
facilities and services require 1d to meet the needs of in- migrant defense 
workers and military personnel in critical defense housing areas. The 
provisions of S. 3066 are designed principally to carry out effectively 
the objective of that act. For that purpose the bill would make 
necessary increases in authorizations and other changes in existing 
law. These increases would be very limited in terms of the existing 
urgent needs for housing and facilities in critical defense housing areas. 
However, your committee believes they are adequate to continue the 
programs involved until the Eighty-third Congress has an opportunity 
to review the need for further authorizations. 

One of the principal problems dealt with by the bill is the lack of 
sufficient private financing for the defense housing programed under 
the Defense Housing and Community Facilities and Services Act of 
1951. It is well recognized that there has been a general shortage of 
private mortgage money for housing. Aso, there has been an ap- 
parent reluctance on the part of major sources of permanent mortgage 
funds to finance this housing in critical defense areas, even w ith the 
special and liberal FHA mortgage insurance aids provided in the act 
passed last year. Testimony at “the hearings held by your committee 
on S. 3066 indicated that permanent mortgage funds would not be 
made available for needed defense housing “unless lenders were able 
to obtain advance commitments by the Federal National Mortgage 
Association for the purchase of the permanent mortgage loans involved. 
This situation results apparently from an assumption by major sources 
of permanent mortgage funds that investment in the needed defense 
housing is less sound from the standpoint of long-term marketablity. 

This situation is confirmed by recent actual experience with pro- 
gramed defense housing which shows that advance commitments are 
now essential to the construction of most of such housing. The 1951 
act permitted advance commitments of up to $200,000,000 for this 
housing in view of the urgency of the defense housing need and the 
situation already existing in the private mortgage money market. 
The use of this commitment authority produced the bulk of the 
limited amount of defense housing on which construction has started. 
Construction has started on only about 20,000 of the approximately 
84,000 units of defense housing already programed. Advance com- 
mitments under the 1951 act have covered about three-fourths of all 
the units under construction. 

We are faced with the fact that if our needed defense housing is 
to be speedily provided by private builders there is no other available 
alternative to the use of FNMA advance commitments for this pur- 
pose. This housing is badly needed at defense plants and military 
installations. Much of it has already been delayed too long, and 
there does not appear to be any prospect of the mortgage market 
changing in sufficient time and to such an extent as to make an ade- 
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quate supply of mortgage funds available to meet defense needs 
promptly. The use of this additional commitment authority, in 
sufficient amount, will undoubtedly result in construction of most of 
the needed defense housing, as there is certainly no shortage of build- 
ers able and willing to undertake the construction if financing is 
available. 

The increases in the FNMA authorizations to help meet this defense 
housing need and other provisions of the bill are explained in the 
section-by-section analysis set forth below. Most of these other pro- 
visions are also designed to assist defense housing. There is a need 
for additional amendments and insurance authorization to carry out 
the home-mortgage insurance operations of the Federal Housing 
Administration, particularly for defense housing in critical areas, 
military rental housing, and disaster housing. Further legislative 
authority and changes are also needed for housing and community 
facilities under title ITI of the Defense Housing and C ommunity 
Facilities and Services Act of 1951; for Alaska defense housing loans; 
for the farm-housing program under title V of the Housing Act of 
1949; and for housing in Guam. 


SrecTION BY SECTION ANALYs!Is OF THE Britt As REPORTED 
SHORT TITLE 


Section 1.—-The first section would merely provide for the short 
title of the bill, the “(Housing Act of 1952” 


FHA AUTHORIZATION 


Section 2.—This section would provide additional FHA mortgage 
insurance authorization and permit the recapture of unused authori- 
zations under some titles of the National Housing Act for use under 
other titles. 

The Defense Housing and Community Facilities and Services Act 
of 1951 added section 217 to the National Housing Act authorizing an 
aggregate of $115 billion of additional mortgage obligations to be in- 
sured under the new defense housing title (title IN) of that act, and 
under older titles of that act. Authority to release the $1% billion 
additional FHA insurance authorization was vested in the President 
who could, within the total amount authorized, prescribe the amounts 
to be allocated to different titles of the act. All but $100,000,000 of 
this authority has been allocated. 

Section 2 of the bill would amend section 217 to provide $400,000,000 
of additional FHA insurance authorization. This additional authori- 
zation could be used only for future mortgages (insured by FHA after 
June 30, 1952) covering defense, military, and disaster housing. 

Section 2 would also authorize the President to recapture existing 
insurance authorizations under existing titles of the National Housing 
Act where the full amount of such existing authorizations are not 
needed immediately, and to reallocate such recaptured amount to 
those titles where there is an immediate need for additional insurance 
authorization. To the extent that the President reduces the author- 
ization for any one FHA program, he would be authorized to pre- 
scribe a corresponding increase in other FHA insurance programs. 
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Any amounts so allocated but unused could be reallocated to the 
original or another title. Thus, the President could allocate to title 
IX any unused amount of the present $1% billion authorization pro- 
vided in section 217 plus any unused parts of present authorizations 
provided in other titles. 

Section 217, as it would be amended by section 2 of the bill, would 
continue to be inapplicable to the FHA insurance authorization for 
modernization and repair loans under section 2 of the National 
Housing Act. Also, as is now provided by section 217, no authoriza- 
tion under any section of title VI (relating to World War II war and 
veterans’ housing) may be increased by the President beyond present 
statutory limits. 


FNMA MORTGAGE PURCHASING AUTHORITY AND COMMITMENTS 


Section 3.—This section would provide the FNMA advance com- 
mitment authority discussed in the general statement of this report 
and would provide the other changes in FNMA legislative authority 
contained in the bill. Although the increased authorizations would be 
limited to defense and disaster housing, other provisions of the section 
apply to other eligible mortgages. The general effect of these other 
provisions is restrictive upon the long-range operations of FNMA. 

Subsection (a) (1) —Under section 301 of the National Housing Act, 
as amended, the FNMA is authorized to purchase Government- 
insured or guaranteed home mortgages if they are insured after 
“April 30, 1948,”’ and meet certain other prescribed conditions. This 
subsection of section 3 would change that date to February 29, 1952, 
with respect to the purchase of mortgages other than ‘defense or 
disaster mortgages,’ which are defined as mortgages (1) on defense 
housing programed by the Housing and Home Finance Administrator 
in an area determined by the Pre sident or his designee to be a critical 
defense housing area, or (2) with respect to which the Federal Housing 
Commissioner has issued a ee ym to insure pursuant to title 
VIII of the National Housing Act, or (3) covering housing intended 
to be made available primarily ce families who are victims of a 
catastrophe which the President has determined to be a major disaster. 
Except for these defense or disaster mortgages, and except for mort- 
gages for which purchase commitments have been made, this subsec- 
tion would thus make ineligible for FNMA purchase any mortgages 
which were insured or guaranteed prior to March 1, 195 

This subsection would also repeal the provision in aatinn 301 that 
no deposit or fee required or charged by FNMA for the purchase of 
a mortgage shall exceed 1 percent ‘of the original principal obligation 
of sucht mortgage. The FNMA would thus be permitted in appropriate 
cases to charge deposits or fees in excess of that amount. This author- 
ity is needed to provide for flexibility in setting fees or charges for 
non-defense-mortgage purchases whenever it may be necessary to 
take additional action to further prevent unnecessary use of the 
Government secondary market. 

Subsection (a) (2)—The F NMA is restricted generally (by sec. 301 
of the National Housing Act) from purchasing mortgages from one 
lender in excess of 50 percent of all mortgages made by that lender 
which are otherwise eligible for purchase by FNMA. In accordance 
with the act, this 50 percent is computed on the basis of mortgages 
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insured or guaranteed after April 30, 1948. To conserve the limited 
amounts which would be available to FNMA for over-the-counter 
purchase of nondefense mortgages, this subsection would change the 
base date to February 29, 1952. 

Subsection (a) (3).—Certain mortgages insured under the National 
Housing Act and mortgages guaranteed under the Servicemen’s 
Readjustment Act of 1944 are now expressly exempted by section 301 
of the National Housing Act from the 50-percent limitation on FNMA 
purchases from any one lender. This subsection would also change 
section 301 so that exemptions from the 50-percent limitation would 
depend on whether the mortgages to be purchased are ‘defense or 
disaster mortgages” as defined above. (See explanation of subsection 
(a) (1). The defense or disaster mortgages would include those insured 
or guaranteed under the various sections of the National Housing Act 
or the Servicemen’s Readjustment Act of 1944, but only if they cover 
programed defense housing, military housing, or housing for victims 
of a catastrophe which the President has determined to be a major 
disaster. 

Subsection (a) (4).—Section 301 of the National Housing Act pro- 
hibits FNMA generally from entering into commitments to purchase 
mortgages which are not insured or guaranteed at the time of the 
commitment. However, this section was amended by the Congress 
to permit such commitments up to $252,000,000 outstanding at any 
one time if they related to defense or disaster mortgages as defined 
above. Subsection (a) (4) would increase by $900,000,000 the amount 
of commitments which could be outstanding with respect to defense 
and disaster mortgages, so that such total amount would be $1,152,- 
000,000. No authority would be granted to enter into commitments 
to purchase other than defense or disaster mortgages, and the authority 
to enter into commitments with respect to defense and disaster mort- 
gages would expire June 30, 1953. The use of advance commitments 
for this purpose would release the $362,000,000 uncommitted balance 
of FNMA authorization, presently set aside for defense and disaster 
mortgages, so that it would be available for regular over-the-counter 
purchase of nondefense VA and FHA mortgages. 

Subsection (b).—The present purchasing authoritv of FNMA is 
$2,750,000,000. This subsection would amend section 302 of the 
National Housing Act to increase this purchasing authority by 
$900,000,000 making a total authority of $3,650,000,000. However, 
not more than the present authorization could be used for the purchase 
of mortgages other than defense or disaster mortgages. 


AUTHORIZATION FOR DEFENSE COMMUNITY FACILITIES AND FEDERAL 
DEFENSE HOUSING 


Section 4.—This section would amend section 313 of the Defense 
Housing and Community Facilities and Services Act of 1951 to in- 
crease the authorization for federally aided or provided defense 
community facilities and services in critical defense housing areas and 
the authorization for Federal defense housing in such areas. 

Defense community facilities —This section would increase the exist- 
ing authorization for defense community facilities and services from 
$60,000,000 to $100,000,000—an increase of $40,000,000. Estimates 
on the basis of applications already filed for assistance and expected 
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to be filed were furnished to your committee showing a need for a 
total authorization of at least $160,000,000. However, in view of the 
tume necessarily required in the development and processing of appli- 
cations for this assistance in accordance with existing law and in view 
of the fact that $30,000,000 of the present authorization is still avail- 
able, your committee believes that the $40,000,000 additional author- 
ization in the bill is adequate for the present. This would provide 
sufficient authorization for a request to the Appropriations Committee 
early in the next session of the Congress for action on such appropria- 
tion as experience shows to be necessary. Your committee believes, 
however, that this additional authorization in the bill for community 
facilities represents the minimum amount Which should be authorized 
at this time for Federal loans and grants to critical defense localities 
for such essential facilities as water and sewer lines, water and sewage- 
treatment plants, hospitals, streets, and fire-protection facilities. 
Water and sewer facilities including treatment plants predominate 
in this program. The aid is furnished only where the need is defense- 
caused and only where the locality would otherwise be unable to pro- 
vide the facilities. Full use is made of existing facilities and the Con- 
gress has provided safeguards to preserve local control and operation. 
Unless this type of aid is furnished, defense activities will be hiadered 
and defense housing construction delayed. The inability of local 
defense communities to provide such facilities is an obstacle to the 
provision of housing by private enterprise. 

Federal defense housing.—This section of the bil] would increase the 
existing authorization for Federal defense housing from $50,000,000 
to $100,000,000—an increase of $50,000,000. Estimates, on the basis 
of field surveys in existing critical defense-housing areas and the num- 
ber of such areas expected to be declared in the future, were furnished 
to your committee, showing a need for a total authorization of at 
least $350,000,000. However, your committee believes that the 


a 


increase of $50,000,000 in the authorization is adequate at this time. 
The extent of the need can be reexamined in the next Congress. 

On the other hand, your committee wishes to stress that this increase 
in the bill represents the minimum amount which can be presently 
authorized without seriously impairing housing construction urgently 
needed by defense plants and military installations. Very recent 
requests have been made by the Department of Defense for the 
priority allocation of more than 21,000 dwelling units out of the 
arliest available funds. These are needed to serve military installa- 
tions only and do not represent the total necds at such installations, 
but merely those which the Department of Defense considers to be 
the most urgent. Housing is provided with funds appropriated under 
this authorization only where it is clear that there is a vital defense 
need, and only where the need is temporary or where private enter- 
prise, after being given adequate opportunity to build, is unable to 
provide the housing even with the liberal Federal aids provided by 
law for private defense housing. The military activities to be served 
by this program include air bases, training camps, navy yards, ar- 
senals, ordnance plants, ammunition depots, znd ports of embarka- 
tion. The private defense industries include shipyards, aircraft 
manufacturing plants, railroad port facilities, power production, 
copper and cobalt mines and smelting facilities, and similar defense 
activities. 
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USE OF EXISTING FEDERALLY OWNED MASONRY HOUSING TO MEET 
DEFENSE NEEDS 


Section 5.—This is a technical amendment to permit the Housing 
and Home Finance Administrator to transfer masonry temporary 
housing, built under the Lanham War Housing Act or similar acts, to 
meet temporary defense needs under the Defense Housing and 
Community Facilities and Services Act of 1951. Adequate authority 
in this regard exists with respect of such housing of frame construc- 
tion. Section 5 of the bill would amend section 202 (b) of the 1951 
act to permit “existing housing built or acquired by the United States 
under authority of other law” to be transferred for defense use under 
the act. A number of World War IL temporary housing projects 
were of masonry construction, notwithstanding the temporary need, 
because of acute lumber shortages in particular localities during 


World War II. 


EXTENSION OF REMOVAL DATE FOR TEMPORARY WORLD WAR II HOUSING 


Section 6.—This section provides for a technical amendment to 
the Lanham Act (Public Law 849, 76th Cong., as amended) to permit 
the President to extend the December 31, 1952, date which is now 
prescribed in section 313 of that act for the re ‘moval of certain limited 
classes of temporary war and veterans’ housing under the jurisdiction 
of the Housing Administrator. Authority has already been granted 
to extend this date with respect to the bulk of the temporary war and 
veterans’ housing but apparently through inadvertence these limited 
classes of housing were omitted from that authority. As the law is 
now written, this housing must be removed by December 31, 1952, 
except where the Housing Administrator finds, after consultations 
with the local communities, that it is still needed. All such excep- 
tions would have to be reexamined annually and reported to the Con- 
gress. The Congress has extended earlier removal dates from time to 
time, the December 31, 1952, date having been established by an 
amendment adopted in April 1950, several months before the out- 
break of the Korean conflict. After the outbreak of the Korean con- 
flict, in order to continue temporary housing in use for defense pur- 
poses, the Congress enacted section 611 of the Lanham Act, authoriz- 
ing the President to extend a number of dates by which temporary 
housing must be vacated and either sold or removed. Section 6 of 
this bill would merely include the approaching December 31, 1952 
deadline in the authority now contained in section 611, 

About 35,000 housing units will be affected in the following 
categories: 

Veterans’ reuse housing not relinquished or transterred to local 
bodies; 

Temporary housing relinquished or transferred to local bodies 
subject to the removal requirements of section 313; and 

3. Certain miscellaneous housing units expressly excepted by sec- 

tion 604 from the requirements of title VI of the Lanham Act for 
vacating and removing temporary housing. 
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ALASKA HOUSING AUTHORIZATION 


Section 7—The Alaska Housing Act (Public Law 52, 81st Cong.) 
authorizes appropriations of $1: 5,000, 000 to the Housing and Home 
Finance Administrator for the purchase, on a revolving basis, of bonds 
of the Alaska Housing Authority to provide funds for housing construc- 
tion in the Territory. The Alaska Housing Authority utilizes the 
funds in making loans to private residential builders or, as a last 
resort, may undertake direct construction. Section 7 of the bill 
would increase the amount of the authorization in the Alaska Housing 
Act to $20,000,000. 


WAIVER OF FHA FEES ON CONVERSION OF APPLICATIONS FROM SECTION 
608 TO SECTION 207 


Section 8.—Under title VI of the National Housing Act, the title 
which provided special mortgage insurance aids for World War II 
housing and veterans’ housing, a rental-housing mortgage may be in- 
sured under section 608 of the act only pursuant to a commitment to 
insure issued by the FHA on application filed on or before March 1, 
1950. Some cases have arisen where the holders of such validly issued 
commitments have, with respect to the same project, made : applica- 
tion to convert the section 608 commitment to insurance under section 
207 of the act, which is the regular FHA rental housing mortgage in- 
surance section. Technically, such a conversion of insurance with 
respect to the same project from section 608 to section 207 is regarded 
by the FHA as a new application for which the regular application 
fees must be paid, resulting in duplicate application fees for insurance 
on the same project. This amendment would merely permit the 
application fees already paid on account of an application for a section 
608 project where the commitment has been issued by FHA to be 
credited toward the fees due for the section 207 application covering 
the same property or project. However, it is not intended that 
these provisions be construed to authorize or require any refunds of 
fees previously paid . 


CANCELLATION OF HOUSING AGENCY NOTES TO TREASURY ON ACCOUNT 
OF LOSSES ON LOANS TRANSFERRED TO THE HOUSING AGENCY FROM 
RFC 


Section 9.—Under Reorganization Plan No. 23 of 1950, a number of 
prefabricated housing loans made by the RFC were transferred to the 
Housing and Home Finance Agency. ‘The related RFC notes to the 
Treasury were canceled and the Housing Administrator issued a 
substitute note for the principal amount of the transferred loans plus 
accrued interest. At the time of the transfer a number of the loans 
were in default and many were not fully covered by collateral, so that 
the Housing Administrator’s note to the Treasury was in excess of the 
recovery value of the transferred loans. A book reserve of $7,777,104 
for losses on account of the transferred loans was established at the 
time of the transfer but no reserve funds were actually transferred to 
the Housing Administrator. Moreover, unlike the RFC, the Housing 
Administrator had no accumulated net income from the prefabricated 
lending program with which to pay losses. The actual process of 
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foreclosing on or liquidating some of the loans indicates that the actual 
losses on account of the transferred loans will not exeeed about 
$8 000,000. 

Accordingly, section 9, which is in effect a bookkeeping authoriza- 
tion, would dire et the Secretary of the Treasury to canc pe the Housing 
Administrator’s note or notes to the extent of such actual net losses 
on account of the transferred loans. 


EXTENSION OF FEDERAL HOUSING LAWS TO GUAM 


Section 10.--The organic act for Guam, approved August 1, 1950, 
had the effect of changing the status of the island from that of a 
possession of the United States under a naval governor to that of an 
unincorporated Territory with its own civilian government. Natives 
of Guam were made American citizens. However, many of the laws 
of the United States applicable to the States and other Territories 
are not applicable to Guam. To study this subject the President 
last year appointed a Commission on the Applicability of the Federal 
Laws to Guam, which rendered its report and recommendations on 
July 31, 1951 (H. Doc. No. 212). It recommended, among other 
things, that the National Housing Act and other Federal laws per- 
taining to housing be made applicable to Guam. Section 10 of this 
bill would carry out that recommendation. 

Paragraph (a) of section 10 extends the provisions of the National 
Housing Act to Guam, thereby permitting the Federal Housing 
Administration, the Federal Savings and Loan Insurance Corporation, 
and the Federal National Mortgage Association to extend their pro- 
grams to the Territory. Paragraph (a) would also permit the Federal 
Housing Commissioner to increase the statutory mortgage limits for 
FHA mortgage-insurance purposes by one-half in Guam in the same 
manner as such limits may now be increased in Alaska. This pro- 
vision is in recognition of the high construction costs in Guam caused 
by the necessity of importing almost all construction materials and 
by the searcity of skilled construction labor. 

Paragraph (b) would amend the Home Owners’ Loan Act of 1933, 
as amended, to permit Federal savings and loan associations to be 
organized and assisted in Guam. 

Paragraph (c) would permit the Federal Home Loan Bank System 
to operate in Guam. 

Paragraph (d) would extend to Guam title 1V of the Defense Hous- 
ing and Community Facilities and Services Act of 1951 (sites for 
isolated defense installations). 

Paragraph (e) would extend to Guam the defense prefabricated loan 
provisions which were added to the Housing Act of 1948 by the Defense 
Housing and Community Facilities and Services Act of 1951. 


FARM HOUSING 


Section 11.—This section would amend title V of the Housing Act 
of 1949 (Public Law 171, 8lst Cong.) to provide adequate authority 
for continuing through fiscal vear 1954 the farm-housing assistance 
authorized in that title. 

Title V, which is administered by the Farmers Home Administra- 
tion of the Department of Agriculture, authorizes the Secretary of 


H. Rept. 2424, 82-2-——2 
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Agriculture to extend financial assistance in the form of loans and 
grants to farm owners to enable them to construct, improve, or repair 
farm housing. Loans of up to 33 years’ maturity which bear 4-percent 
interest may be made to farmers having adequate farms who are 
nevertheless unable to obtain private credit on terms which they can 
reasonably fulfill. Similar loans, supplemented by modest contribu- 
tions during a 5-year period are also authorized where the farmer is 
unable to undertake to repay the loan in full. This form of aid is 
authorized only if the farm is potentially adequate—that is, capable 
of being improved to a point where it is self-sustaining—-and if the 
necessary improvement program is actually undertaken. Finally, the 
title authorizes modest loans and grants to help farm families on very 
poor farms to undertake minor improvements or minimum repairs to 
farm dwellings where necessary to remove hazards to the health or 
safety of the occupants. 

lhe authority granted by tbe present law to obtain loan funds from 
the Treasury was limited to $25,000,000 on and after July 1, 1949, an 
additional $50,000,000 on and after July 1, 1950, an additional 
$75,000,000 on and after July 1, 1951, and an additional $100,000,000 
on and after July 1, 1952. The bill would provide authorization for 
an additional $100,000,000 available July 1, 1953. 

Annual contribution commitments for housing on potentially 
adequate farms were authorized to be entered into on and after July 
1, 1949, in sums aggregating not more than $500,000 per year (for 5 
years) and additional commitments were authorized on and after 
July 1 of each of the years 1950, 1951, and 1952, respectively, which 
would require additional contributions of up to $1,000,000, $1,500,000, 
and $2,000,000 per annum, respectively. The bill would provide 
a similar additional authorization of $2,000,000 per annum on and 
after July 1, 1953. 

Appropriations were also authorized for the loans and grants for 
improvements and repairs. Appropriations of $2,000,000 were 
authorized on and after July 1, 1949, and further amounts of 
$5,000,000, $8,000,000, and $10,000,000 on July 1 of each of the years 
195€¢, 1951, and 1952, respectively. The bill would provide an 
additional authorization of $16,000,000 available July 1, 1953. 


DELETION OF SECTION 12 OF BILL AS PASSED BY THE SENATE 


Section 12 of the bill as passed by the Senate, which would be 
stricken out by committee amendment, would have amended section 
5 (c) of the Home Owners’ Loan Act of 1933, as amended, so as to 
authorize Federal savings and loan associations to purchase FHA 
and GI insured mortgages without regard to the present area require- 
ments of law governing such purchases. Under existing law, members 
of the Federal Savings and Loan Insurance Corporation must obtain 
the prior approval of the Corporation before it can make any loans 
beyond 50 miles from its principal office. Subject to this provision 
of law applicable to insured members of the Federal Savings and Loan 
Insurance Corporation, section 5 (ec) of the Home Owners’ Loan Act 
provides that Federal savings and loan associations may invest up to 
15 percent of their funds without regard to the 50-mile-area restriction. 
Your committee has considered section 12 of the bill and substitute 
provisions dealing with broadening the areas in which these associa- 
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tions might lend their funds. It is the opinion of vour committee 
that before recommending iti ota dealing with this matier, ii 
should give more study to the matter than it has been able to up to 
the present time. 


TRANSFER OF SECTION 203 COMMITMENTS TO SECTION 908 


Section 12. The committee amendment contained im the proposed 
new section 12 of the bill would add a provision to section 905 (c¢) of 
the National Housing Act, as amende |, authorizing the Federal 
Housing Commissioner to convert Commitments to msure mortgages 
under section 203 of the National Housing Act to commitments for 
mortgage insurance under section 908 of the act. Section GOS of the 
National Housing Act authorizes FHA mortgage insurance on rental 


housing projects programed for critical defense housing areas. ‘The 
commititee amendment would require as a condition of eligibility 
for conversion that construction of the housing must lave bezun 
prior to September 1, 1951. It also would require that the origiie| 


mortgage or the mortgage executed as a substitute must, except for 
the requirement concerning the start of construction, meet the eligi- 
bility requirements for insurance under section 908. It would also 
permit charges or fees paid with respect to the section 203 appliea- 
tion to be credited to charges or fees due with respect to section 90S. 


SALE OF STATE-AIDED VETERANS HOUSING 


Section 13.—Section 610 of the National Housing act, us amende 
contains provisions which (among others) authorize the Federal Hous 


ing Administration to insure mortgages made to re ince the sale of 
federally owned multi-unit-housing ciate built under the Lanham 
War Housing Act and related acts. Under laws applicable lo the 
disposal of federally owned war housing, rental housing projects which 
are not broken up for sale to individual owners may be sold to occu- 
pants and veterans organized to assume Cooperative ownership or to 
investors who would continue to operate the projects as rental housing 
Section 610 provides that the FHA-insured mortgages authorized by 
that section may have maturities not exceeding 25 years from the date 
of the FHA mortgage insurance and may have principal amounts not 
exceeding 90 percent of the appraised value of the sane rage property 
as determined by the FHA. 

Section 13 would merely authorize similar FHA mortgage insurance 
to aid in financing the sale of multi-unit-housing projects by States 
or municipalities or their public agencies in cases where the housing 
is permanent housing which was constructed by the State or = T 
public body primarily for the occupancy of veterans of World War II 
and their families. The bill provides that in the case of such aie 
the principal obligation of the mortg rage may not exceed either S5 
percent of the mortgage property as determined by the FHA or $8 100 
per family dwelling unit. Mortgage maturities could not execed 25 
vears from the date of the FHA insurance. 

This section would thus extend to the sale of permanent, veterans’ 
State- and munic im i-owned housing substantially the same FHA 
mortgage insurance benefits as are extended to the sale of permanent 
federally owned war housing. In the case of all such sales of State- or 
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municipal-owned housing, it is reasonable to assume that State and 
local laws applicable from time to time to the sale of State and munici- 
pel veterans’ projects will contain appropriate safeguards and _pref- 
erences to assure that the reasonable interests of veterans and other 
occupants will be given adequate protection. 

Your committee wishes to point out that the mortgage terms author- 
ized by this section are patterned after those available in section 610 as 
now in force, the only important exception being that the maximum 
mortgage percentage under the bill would be 85 percent of FHA 
appraised value rather than 90 percent as is now authorized in the 
case of the sale of federally owned projects. This difference appears 
justified since in the case of the sale of federally owned projects the 
special mortgage insurance risk would result, in the event of an insur- 
ance claim, in leaving the Federal Government in substantially the 
same financial position as it occupied prior to the sale. 


USE OF TEMPORARY HOUSING TO BE LIMITED 


In considering the effect of S. 3066 upon future operations under 
the Defense Housing and Community Facilities and Services Act of 
1951, your committee has been concerned about the use of temporary 
housing construction by the Federal Government, and wishes to set 
forth the views of the committee regarding types of housing construc- 
tion by the Government under that act. 

Title I11 of the Defense Housing and Community Facilities and 
Services Act of 1951 permits the provision both of permanent and 
temporary Federal defense housing. Where permanent housing is 
provided, the title requires that, where feasible, it shall consist of 
one- to four-family structures suitable for eventual separate sale. 
The title also requires that private enterprise be given a prior oppor- 
tunity, during a period of not less than 90 days, to indicate its intention 
to construct the needed housing. Where it is necessary to provide 
housing in localities where there appears to be no need for the housing 
bevond the period during which it will serve defense personnel, then 
the law requires that— 
temporary housing which is of a mobile or portable character or which is otherwise 
constructed so as to be available for reuse at other locations shall be provided. 

Your committee’s report on the legislation (H. Rept. 795, 82d 
Cong.) contained the following statement of intention with respect 
to the provision of permanent and temporary housing: 

* * Experience with temporary housing during and after the last war 
indicated clearly the desirability of providing permanent housing wherever prac- 
ticable. In too many cases, housing of a temporary character provided during 
the last war to meet needs thought by everyone to be purely temporary is still 
greatly needed. This has caused many problems to the Federal Government and 
to the communities involved. Section 302 of the bill would provide that, where 
the need for housing appears of temporary duration, consideration shall be given 
to providing, where feasible, mobile or portable housing or housing otherwise 
constructed so that it could be moved for reuse elsewhere. Where temporary 
housing is constructed and there is possibility of continued need for housing after 
defense needs have been met, the committee is of the opinion that consideration 
should be given to so constructing such temporary housing that it may later be 
converted to acceptable permanent construction. Through maximum use of 
permanent and movable housing your committee feels that many problems will 
be avoided and there may be a maximum utilization of moneys, labor, and ma- 


terials both during and after what could be a long period of increased defense 
activities. 
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The foregoing views of your committee are consistent with the final 
report, dated January 31, 1950, submitted by Congressman Brooks 
Hays, chairman of the subcommittee which made a study of the 
disposition of permanent and temporary Government-owned war 
housing. 

The “Housing Administrator, in his testimony on S. 3066, stated 
that the initial housing program under title II] of the Defense Housing 
and Community Facilities and Services Act of 1951 was confined 
temporary housing. He stated that the funds firsi made available, 
which were limited to $25 million, could meet only a fraction of the 
need and that accordingly it was decided to utilize the funds to pro- 
vide the greatest possible measure of relief by providing the least 
expensive housing and concentrating on the most difficult situations. 
Thus $20 million was set aside to provide trailers and minimum port- 
able dwellings for use at installations of the armed services where the 
housing need, as determined by the Secretary of Defense, was con- 
sidered most pressing. 

While your committee has no objection to the manner in which the 
initial funds were utilized, it is expected that the program as a whole 
will be a balanced program, in accordance with the intent set forth 
in the foregoing quotation from your committee’s report on the 1951 
act. That is to say, your committee expects 

That permanent housing will be provided where the hous- 
ing need in the community extends beyond the period of the 
defense housing need and that, in such case, private enterprise 
will (as required by the law) be given a prior opportunity to 
indicate its willingness to construct the housing; 

(2) That even where the need for the housing at the particular 
location is temporary, good demountable housing will be provided 
which is capable of long-range use in other locations; and 

(3) That the use of temporary portable housing which barely 
meets minimum space standards will be avoided except in rare 
instances, since such housing has a very short life and tends to 
lower our national housing standards. 

Good demountable housing, capable of being used temporarily at 
one site and then moved to a new site where it can be used indefi- 
nitely, costs more to build but is more economical in the long run 
since it will be income-producing for much longer periods, is less 
expensive to maintain, and commands a better price on sale. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as passed by the Senate, are shown as follows (existing law proposed 
to be omitted is enclosed in black brackets, new matter is printed in 
italics, existing law in which no change is proposed is shown in 
roman): 
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NATIONAL HOUSING ACT, AS AMENDED 


* x oN ~ ok o* ~ 


TirLe I. Houstna RENOVATION AND MODERNIZATION 
. * + * + * ¥ 
Sec. 9. The provisions of sections 2 and 8 shall be applicable in the several States 
and Alaska, Hawaii, Puerto Rico, the District of Columbia, Guam, and the Virgin 
Islands. 
~ ~ * ~ a « * 


Tire II. Morrcace INsuRANCE 
DEFINITIONS 


Sec. 201. As used in section 203 of this title 
a ~ & * * om ~ 
(d) The term “‘State’’ includes the several States, and Alaska, Hawaii, Puerto 
Rico, the District of Columbia, Guam, and the Virgin Islands. 
* OK *” * x 


RENTAL HOUSING INSURANCE 


Sec. 207. (a) As used in this section— 
K * * * oe * * 
(7) The term “State’’ includes the several States, and Alaska, Hawaii, Puerto 
tico, the District of Columbia, Guam, and the Virgin Islands. 
o * ~*~ * * * * 


Sec. 214. If the Federal Housing Commissioner finds that, because of higher 
costs prevailing in the Territory of Alaska or in Guam, it is not feasible to construct 
dwellings on property located in Alaska or in Guam without sacrifice of sound 
standards of construction, design, or livability, within the limitations as to maxi- 
mum or maxima mortgage amounts provided in this Act, the Commissioner may, 
by regulations or otherwise, prescribe, with respect to dollar amount, a higher 
maximum or mazima for the principal obligation of mortgages insured under this 
Act covering property located in Alaska or in Guam, in such amounts as he shall 
find necessary to compensate for such higher costs but not to exceed, in any event, 
the maximum or mazima otherwise applicable by more than one-half thereof. 
No mortgage with respect to a project or property in Alaska or in Guam shall be 
accepted for insurance under this Act unless the Commissioner finds that the 
project or property is an acceptable risk, giving consideration to the acute housing 
shortage in Alaska or in Guam: Provided, That any such mortgage may be insured 
or accepted for insurance without regard to any requirement in any other section 
of this Act that the Commissioner find the project or property to be economically 
sound or an acceptable risk. Notwithstanding any of the provisions of this Act 
or any other law, the Alaska Housing Authority or the Government of Guam or any 
agency or instrumentality thereof shall be eligible as mortgagor or mortgagee, as 
the case may be, for any of the purposes of mort gage insurance under the provisions 
of this Act. Upon application by the mortgagee, where the Alaska Housing 
Authority or the Government of Guam or any agency or instrumentality thereof is the 
mortgagor or mortgagee, for the insurance of a mortgage under any provisions 
of this Act, the Commissioner is authorized to insure the mortgage (including 
advances thereon where otherwise authorized), and to make commitments for the 
insuring of any such mortgages prior to the date of their execution or disbursement 
thereon, under such provisions (and this section) without regard to any require- 
ment that the mortgagor shall be the owner and occupant of the property or shall 
have paid a prescribed amount on account of such property. 


* * * * * * * 
GENERAL MORTGAGE INSURANCE AUTHORIZATIUON 


[Sec. 217. Notwithstanding limitations contained in any other section of this 
Act on the aggregate amount of principal obligations of mortgages which may 
be insured under any title of this Act, such aggregate amount shall, with respect 
to any title of this Act (except title VI) be prescribed by the President, taking 
into consideration the needs of national defense and the effect of additional 
mortgage insurance authorizations upon conditions in the building industry and 
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upon the national economy: Provided, That the aggregate dollar amount of the 
mortgage insurance authorization prescribed by the President with respect to 
title IX of this Act plus the aggregate dollar amount of all increases in mortgage 
insurance authorizations under other titles of this Act prescribed by the President 
pursuant to authority contained in this section shall not exceed $1,500,000,000. J 

Sec. 217. Notwithstanding limitations contained in any other section of this Act 
on the aggregate amount of principal obligations of mortgages or loans which may be 
insured (or insured and outstanding at any one time) and on the aggregate amount of 
contingent liabilities which may be outstanding at any one time under insurance 
contracts, or commitments to insure, pursuant to any section or title of t} Iet, any 
such aggregate amount shall, with respect lo any section or title of this Act (except 
section 2), be prescribed by the President from time to time taking into consideration 
the needs of national defense and the effect of additional insurance authorizations 
upon conditions in the building industry and upon the national economy: Provided 
That the dollar amount of the insurance authorization pres ibed by the President at 
any time with respect to any provision of title VI shall not be greater than authorized 
by provisions of that title: And provided further, That, at any time, the aggregate 
dollar amount of the mortgage insurance authorization prescribed by the President 
with respect to title IN of this Act, plus the aggregate dollar amount of all increases 
in insurance authorizations under other titles of this Act prescribe d by the President 
pursuant to authority contained in this section, less the aggregate dollar amount of 
all decreases in insurance authorizations under this Act prescribed by the President 
pursuant to authority contained in this section shall not exceed $1,900,000,000: And 
provided further, That $400,000,000 of said sum shall be available only for the insur- 
ance of mortgages for which no insurance contract or commitment to insure under 
this Act was outstanding on June 30, 1952, and which mortgages (1) cover defense 
housing programmed by the Housing and Home Finance Agency in an area de- 
termined by the President or his designee to be a critical defense housing area, or 
(2) are insured under title VIII of this Act, or (3) cover housing intended to be made 
available primarily for families who are victims of a catastrophe which the President 
has determined to be a major disaster. 

Sec. 218. In any case where an application for mortgage insurance under section 
HOS of this Act was received by the Federal Housing Commissioner on o before March 
1, 1950, and a commitment to insure was issued by said Commission n accordance 
therewith any mortgagee who, prior to the expiration ef such commitment, applied 
for insurance of a mortgage under section 2U7 of this Act with respect to the same 
property or project shall receive credit for all application fees paid in connection u ith 
the prior application: Provided, That nothing therein shall constitute a waiver of any 
requirements otherwise applicable to the insurance of mortgages under section 20: 
of this Act. 


* * * x * + 
Tite III. Feperau Nationan Morriace AssocraTIoN 
CREATION AND POWERS OF THE FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Src. 301. (a) The Commissioner is further authorized and empowered to pro- 
vide for the establishment of a Federal National Mortgage Association (herein- 
after referred to as the ‘‘Association’’) which shal! be authorized, subject to sue! 
rules and regulations as may be prescribed by the Associatior 

(1) to purchase, service, or sell any mortgages, which are [insured after 
April 30, 1948, under title II, title VI, or title VIII, section 8 of title I, or 
title IX of this Act, or guaranteed after April 30, 1948, under section 501, or 
section 502, or section 505 (a) of the Servicemen’s Readjustment Act of 
1944, as amended: Provided, That no deposit or fee required or charged by 
the Association for the purchase of a mortgage hereunder shall exceed 1 per 
centum of the original principal obligation of such mortgage:] insured under 
this Act, as amended, or insured or quaranteed under the Servicemen’s le- 
adjustment Act of 1944, as amended: Provided, That no such mortgage, except 
defense or disaster mortgages as defined in subparagraph (G) hereof, shall be 
purchased by the Association unless insured or quaranteed after February 29 
1952, or purchased pursuant to a commitment made by the Association: A 
provided further, That— 
* 


* * * ~ * x 


(i) no mortgage shall be offered to the Association for purchase by any one 
mortgagee (1) unless such mortgage is secured by property used, or designed to 
be used, for residential purposes and (2) if the unpaid principal balance thereof, 
when added to the aggregate amount paid for all mortgages purchased by the 
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Association from such mortgagee [pursuant to authority contained herein, exceeds 
50 per centum of the original principal amount of all mortgages made by such 
mortgagee] after February 29, 1952, pursuant to authority contained herein, exceeds 
5O per centum of the original principal amount of all mortgage loans made by such 
mortgagee that are insured or guaranteed after February 29, 1952, which, except 
for this subparagraph (E), meet the requirements of this section: [Provided, 
That this clause (2) shall not apply to (mor shall any terms therein include) 
any mortgage which is (i) guaranteed after October 25, 1949, under section 501, 
or guaranteed after the effective date of the Housing Act of 1950 under section 
502 of the Servicemen’s Readjustment Act of 1944, as amended, and made for 
the construction or purchase of a family dwelling or dwellings in an original 
principal amount or amounts which does not exceed $10,000 per dwelling unit, or 
(ii) insured under section 803 of this Act:] Provided, That this clause (2) shall 
not apply to (nor shall any terms therein include) any defense or disaster mortgages 
as defined in subparagraph (G); and 
” ~ * * * * * 

(G) The Association after the effective date of this subparagraph may contract 
to purchase only those eligible mortgages which are guaranteed or insured at the 
time of the contract: Provided: That this subparagraph shall not apply to (i) 
commitments made pursuant to Public Law 243, Eighty-second Congress, or (ii) 
commitments made by the association on or after September 1, 1951, [which do 
not exceed $252,000,000 outstanding at any one time, if applications for such 
commitments were received by the association prior to December 28, 1951, or, in 
the case of title VIII mortgages, if the Federal Housing Commissioner issued his 
commitment to insure prior to December 31, 1951, but subsequent to December 
27, 1951, and if such commitments of the association relate to] and prior to July 
1, 1953, which do not exceed $1,152,000,000 outstanding at any one time, if such 
commiiments of the Association relate to defense or disasler mortgages. As used in 
this title III, “defense or disaster mortgages’? means mortgages (1) covering defense 
housing programmed by the Housing and Home Finance Administrator in an area 
determined by the President or his designee to be a critical defense housing area, 
or (2) with respect to which the Federal Housing Commissioner has issued a 
commitment to insure pursuant to title VIII of this Act, as amended, or (3) 
covering housing intended to be made available primarily for families who are 
victims of a catastrophe which the President has determined to be a major disaster. 

* * * * * * * 

(c) The Association created under this section shall have succession from the 
date of its organization unless it is dissolved by order of the Commissioner as 
hereinafter provided, or by Act of Congress, and shall have power— 

* * * * * * + 
(4) to conduct its business in any State of the United States, or in the 
District of Columbia, Guam, Alaska, Hawaii, Puerto Rico, or the Virgin 
Islands, and to have one or more offices in such State, or in the District of 
Columbia, Guam, Alaska, Hawaii, or Puerto Rico, one of which offices shall 
be designated at the time of organization as its principal office; 
* * * * * * * 

Sec. 302. The total amount of investments, loans, purchases, and commitments 
made by the Association shall not exceed [[$2,750,000,000] $3,650,000,000 out- 
standing at any one time. The Association is authorized to issue and have out- 
standing at any one time notes and other obligations in an aggregate amount 
sufficient to enable it to carry out its functions under this Act or any other pro- 
vision of law: Provided, That not more than $2,750,000,000 of such total amount 
outstanding at any one time shall relate to mortgages other than defense or disaste) 
mortgages as defined in section 301 (a) (1) (G). 

* * * * * * * 


* 


INSURANCE OF ACCOUNTS AND ELIGIBILITY PROVISIONS 


Sec. 403. (a) It shall be the duty of the Corporation to insure the accounts of 
all Federal savings and loan associations, and it may insure the accounts of 
building and loan, savings and loan, and homestead associations and cooperative 
banks organized and operated according to the laws of the State, District [or 
Territory] Territory, or possession in which they are chartered or organized. 

* * * * * * * 
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TirLte VI. War Housine INsuRANCE 


Src. 601. As used in this title— 
” ~ + * * * * 
(d) The term “State” includes the several States, and Alaska, Hawaii, Puerto 
Rico, the District of Columbia, Guam, and the Virgin Islands. 
* * * * * * + 


Tite VIT. INsuRANCE FOR INVESTMFNTsS IN RENTAL HovsInG For FAMILIES OF 
MopERATE INCOME 
* * * * * . + 
Sec. 713. The following terms shall have the meanings, respectively, ascribed 
to them below, and, unless the context clearly indicates otherwise, shall include 
the plural as well as the singular number: 
* * * * * * * 
(q) ‘‘State’’ shall include the several States and Alaska, Hawaii, Puerto R 
the District of Columbia, Guam, and the Virgin Islands. 
* * * x 


co 
’ 


Titte VIIT. Minirary Houvsine INSURANCE 
Src. 801. As used in this title— 
. * * * * * * 


(f) The term ‘‘State’’ includes the several States and Alaska, Hawaii, Puerto 
Rico, the District of Columbia, Guam, and the Virgin Islands. 


DEFENSE HOUSING AND COMMUNITY FACILITIES AND 
SERVICES ACT OF 1951 


* * * * 
Sec. 302. * * * 
* * * * * * »* 


(b) Where it is necessary to provide housing under this title in locations where, 
in the determination of the Administrator, there appears to be no need for such 
housing beyond the period during which it is needed for housing persons engaved in 
national-defense activities, the provisions of section 102 hereof shall not be appli- 
cable and temporary housing which is of a mobile or portable character or which 
is otherwise constructed so as to be available for reuse at other locations or existing 
housing built or acquired by the United States under authority of othe aw shall be 
provided. All housing constructed pursuant to the authority contained in this 
title which is of a temporary character, as determined by the Administrator, shall 
be disposed of by the Administrator not later than the date, and subject to the 
conditions and requirements, hereafter prescribed by the Congress: Provided, That 
nothing in this sentence shall be construed as prohibiting the Administrator from 
removing anv such housing by demolition or otherwise prior to the enactment of 
such legislation. 

Src. 313. There are hereby authorized to be anpropriated 

(a) such sums, not exceeding [$60,000,909] $100,000,009, as may be ne 
essary for carrying out the provisions and purposes of this title relat 
community facilities and services in critical defense-housing areas; and 

(b) such sums, not exceeding [$50,900,000] $10,000,000, as may be nee- 
essary for earrving out the provisions and purposes of this title relating to 
housing in critical defense-housing aress 


Tir_e IV. PROVISION OF SITES FOR NECESSARY DEVELOPMENT IN CONNECTION 
Wiru IsoLatep DEFENSE INSTALLATIONS 


Sec. 401. Subject to the provisions and limitations of title I hereof and subject 
to the provisions and limitations of this title, upon a finding by the President that 
in connection with a defense installation (as defined by him) developed or to be 
developed in an isolated or relatively isolated area (1) housing or community fa- 
cilities needed for such installation would not otherwise be provided when and 
where required or (2) there would otherwise be speculation or uneconomic use of 
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land resources which would impair the efficiency of defense activities at such instal- 
lation, the Housing and Home Finance Administrator (hereinafter referred to as 
the ‘‘Administrator’’) is authorized to make general plans for the development 
of necessary housing and community facilities in connection with such defense 
installation; to acquire, by purchase, condemnation, or otherwise, the necessary 
improved or unimproved land or interests therein; to clear land; to install, con- 
struct, or reconstruct streets, utilities, and other site improvements essential to 
the preparation of the land for use in accordance with said general plans; and to 
dispose of such land or interests therein for use in accordance with such plans and 
subject to such terms and conditions as he shall deem advisable and in the public 
interest. For the purposes of this title, the Administrator may exercise the powers 
granted to him in title III for the purposes thereof: Provided, That no funds made 
available under this title shall be used for the erection of dwellings or other build- 
ings, and funds representing the fair value, as determined by the Administrator, 
of any property acquired under this title and used as sites for dwellings or other 
buildings of facilities under title III shall be transferred from funds appropriated 
thereunder and made available for purposes of this title IV: And provided further, 
That the provisions of section 310 shall be applicable to site development work 
under this title. This title shall be applicable in the several States, the District of 
Columbia, and the Territories and possessions of the United States. 
* * * * * * . 





HOUSING ACT OF 1948, AS AMENDED 
* oY * * * *~ * 


Sec. 102b. In the performance of, and with respect to, the functions, powers, 
and duties vested in him by Reorganization Plan 23 of 1950 and by section 102: 
hereof, the Housing and Home Finance Administrator shall, in addition to any 
powers, functions, privileges, and immunities otherwise vested in him— 

(1) have the powers, functions, privileges, and immunities transferred to 
him by said Reorganization Plan and the same powers, functions and duties 
as set forth in section 402 of the Housing Act of 1950, except subsection (ce) 
(2) thereof, with respect to loans authorized by title 1V of said Act; 

(2) take any and all actions determined by him to be necessary or desir- 
able in making, servicing, compromising, modifying, liquidating, or other- 
wise dealing with or realizing on loans thereunder. 


Such powers, functions, and duties may be exercised in the several States, the District 
of Columbia, and the Territories and possessions of the United States. 





\N ACT TO EXPEDITE THE PROVISION OF HOUSING IN CONNEC- 
TION WITH NATIONAL DEFENSE, AND FOR OTHER PURPOSES 
(THE LANHAM ACT) 

* * * * * * * 


Sec. 611. Notwithstanding any other provision of law, the President is au- 
thorized to extend, for such period or periods as he shall specify, the time within 
which any action is required or permitted to be taken by the Administrator or 
others under the provisions of this title or section 313 of this Act (or any contract 
entered into pursuant [to this title] thereto), upon a determination by him, after 
considering the needs of national defense and the effect of such extension upon 
the general housing situation and the national economy, that such extension is 
in the public interest. 


* * * * * ra * 
ALASKA HOUSING ACT 
* * * * Me % * 
c2. * * * 
* * * * * * * 


(b) To obtain funds for the purpose of undertaking and administering projects 
or of making loans pursuant to any authority conferred by the legislature of the 
Territory of Alaska under subsection (a) of this section, the Alaska Housing 
\uthority may, on and after the effective date of this Act, issue and have out- 
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standing at any one time notes or other obligations for purchase by the Housing 
and Home Finance Administrator in an amount not to exceed [$15,000,000] 
$20,000,000 and the Housing and Home Finance Administrator is hereby author- 
ized to purchase such notes or other obligations to the extent that funds are 
available therefor: Provided, That such notes and other obligations issued and 
outstanding for the purpose of making character loans to individuals or coopera- 
tives shall not exceed $1,000,000. * * * 
* * * : 

(d) There is hereby authorized to be appropriated to the Housing and 

Finance Administrator, out of any money in the Treasury not otherwise 


tlome 
. ry = ; appro- 
priated not to exceed [$15,000,000] $20,000,000 for the purposes of this sec- 
tion, * * * 


~ * * * * . 





HOME OWNERS’ LOAN ACT OF 1933, AS AMENDED 


* * * * 


FEDERAL SAVINGS AND LOAN ASSOCIATIONS 


maa e * * 
* x * 


(c) Such associations shall lend their funds only on the security of their shares 
or on the security of first liens upon homes or combination of homes and business 
property within fifty miles of their home office: Provided, That not more than 
$20,000 shall be loaned on the security of a first lien upon any one such property; 
except that not exceeding 15 per centum of the assets of such association may be 
loaned on other improved real estate without regard to said $20,000 limitation, 
and without regard to said fiftv-mile limit, but secured by first lien thereon: 
And provided further, That any portion of the assets of such associations may be 
invested in obligations of the United States or the stock or bonds of a Federal 
Home Loan Bank: And provided further, That any such association which is 
converted from a State-chartered institution mav continue to make loans in the 
territory in which it made loans while operating under State charter. Jn addition 
to the loans and investments otherwise authorized, such associations may purchase, 
subject to all the provisions of this paragraph except the area restriction, loans secured 
by first liens on improved real estate which are insured under the provisions of the 
National Housing ict, as amended, or insured as provided in the Servicemen’ 
Readjustment Act of 1944, as amended. 

* * A 

Sec. 7. The provisions of this Act shall apply to the continental United States, 
to the Territories of Alaska and Hawaii, and to Puerto Rico, Guam, and the 
Virgin Islands. 


* * . * * ra 





THE FEDERAL HOME LOAN BANK ACT, AS AMENDED 


DEFINITIONS 
Sec. 2. As used in this Act 
(3) The term “State” includes the District of Columbia, Guam, Puerto Rico, 
the Virgin Islands of the United States, and the Territories of Alaska and Hawaii. 


* *« + * * * * 


FEDERAL Home Loan BANKS 


Sec. 3. As soon as practicable the board shall divide the continental United 
States, Puerto Rico, the Virgin Islands, Guam, and the Territories of Alaska and 
Hawaii into not less than eight nor more than twelve districts. Such districts 
shall be apportioned with due regard to the convenience and customary course of 
business of the institutions eligible to and likely to subscribe for stock of a Federal 
Home Loan Bank to be formed under this Act, but no such district shall contain a 
fractional part of any State. The districts thus created may be readjusted and 
new districts may from time to time be created by the board, not to exceed twelve 
in all. Such districts shall be known as Federal Home Loan Bank districts and 
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may be designated by number. As soon as practicable the board shall establish, 
in each district, a Federal Home Loan Bank at such city as may be designated by 
the board. Its title shall include the name of the city at which it is established. 





HOUSING ACT OF 1949, AS AMENDED 
* * * * +. * * 


LOAN FUNDS 


Sec. 511. The Secretary may issue notes and other obligations for purchase by 
the Secretary of the Treasury in such sums as the Congress may from time to 
time determine to make loans under this title (other than loans under section 
504 (b)) not in excess of $25,000,000 on and after July 1, 1949, an additional 
$50,000,000 on and after July 1, 1950, an additional $75,000,000 on and after 
July 1, 1951, [and] an additional $100,000,000 on and after July 1, 1952, and an 
additional $100,000,000 on and after July 1, 1953. The notes and obligations 
issued by the Secretary shall be secured by the obligations of borrowers and the 
Secretary’s commitments to make contributions under this title and shall be 
repaid from the payment of principal and interest on the obligations of the 
borrowers and from funds appropriated hereunder. The notes and other obliga- 
tions issued by the Secretary shall be in such forms and denominations, shall have 
such maturities, and shall be subject to such terms and conditions as may be 
prescribed by the Secretary with the approval of the Secretary of the Treasury. 
Such notes or obligations shall bear interest at a rate determined by the Secretary 
of the Treasury, taking into consideration the current average rate on outstanding 
marketable obligations of the United States as of the last day of the month 
preceding the issuance of the notes or obligations by the Secretary. The Secretary 
of the Treasury is authorized and directed to purchase any notes and other 
obligations of the Secretary issued hereunder and for such purpose is authorized 
to use as a public-debt transaction the proceeds from the sale of any securities 
issued under the Second Liberty Bond Act, as amended, and the purposes for 
which securities may be issued under such Act are extended to include any pur- 
chases of such obligations. The Secretary of the Treasury may at any time sell 
any of the notes or obligations acquired by him under this section. All redemp- 
tions, purchases, and sales by the Secretary of the Treasury of such notes or 
obligations shall be treated as public-debt transactions of the United States. 


CONTRIBUTIONS 


Sec. 512. In connection with loans made pursuant to section 503, the Secretary 
is authorized, on and after Julv 1, 1949, to make commitments for contributions 
aggregating not to exceed $590,000 per annum and to make additional commit- 
ments, on and after July i of each of the vears 1950, 1951, [and] 1952, and 19438, 
respectively, which shall require additional contributions aggregating not more 
than $1,000,000, $1,500,000, $2,000,000, and $2,000,900 per annum, respectively, 

Sec. 513. There is hereby authorized to be appropriated to the Secretary (a) 
sueh sums as may be necessary to meet payments on notes or other obligations 
issued by the Secretary under section 511 equal to (i) the aggregate of the con- 
tributions made by the Secretary in the form of credits on principal due on loans 
made pursuant to se ‘tion 503, and ii) the interest due on a similar sum represented 
by notes or other obligations issued by the Secretary; (b) an additional $2,000,000 
for greats pursuant to seetion 504 (a) and loans pursuant to section 504 (b) on 
and after July 1, 1949, which amount shall be increased by further amounts of 
$5,000,000, $8,000,000 Fand] $10,000,000, and $10,000,000 on July 1 of each of 
the vears 1950, 1951, [and] 1952, and 1953, respectively; and (c) such further 
sums as may be necessary to enable the Seeretarv to carry out the provisions of 
this title. 


O 
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CONCERNING CERTAIN RIGHTS OF CANAL ZONE EM- 
PLOYEES UNDER THE FEDERAL EMPLOYEES’ COM- 
PENSATION ACT 


Jury 1, 1952.—Committed to the Committee of the Whole House on the state of 


the Union and ordered to be printed 


Mr. Barpen, from the Committee on Education and Labor, submitted 


ted 


the follow ing 


REPORT 
[To accompany &. 1271] 


The Committee on Education and Labor, to whom was referred the 
bill (S. 1271), to permit employees of the Canal Zone government and 
the Panama Canal Company to appeal decisions under the Federal 
Kmployees’ Compensation Act to the Employees’ Compensation 
Appeals Board, having considered the same, report favorably thereon 
without amendment, and recommend that the bill do pass. 

The bill permits employees of the Canal Zone government and the 
Panama Canal Company to appeal decisions under the Federal Em- 
ployees’ Compensation Act to the Emplovees’ Compensation Appeals 
Board. It gives to the aforesaid emplovees the same right of appeal as 
was given to other Federal emplovees when the Employees’ Compensa- 
tion Appeals Board was created in 1946 (Reorganization Plan No. 2, 
60 Stat. 1095 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as passed the Senate, are shown as follows (new matter is printed in 


italics, existing law in which no change is proposed 1s shown in roman 


First PARAGRAPH OF SECTION 42 OF THE FEDER kM ( \ 
ACY 5 U.S. C., SE 
Sec. 42. That the President may, from tit 9 
tion of this Act so iar as empiovees oft he Pat na | i i } Pa 
Railroad Company are concerned to the Gover 
far as employees of the Alaska Railroad are ¢ 
the Alaska Railread. in which cases the word { 
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CERTAIN RIGHTS OF CANAL ZONE EMPLOYEES 





they appear in this Act shall, so far as necessary to give effect to such transfer, be 
read, ‘‘Governor of the Panama Canal” or ‘‘the general manager of the Alaska 
Railroad’, as the case may be, and “‘his’’; and the expenses of medical examina- 
tions under sections 21 and 22, and the reasonable traveling and other expenses 
and loss of wages payable to employees under section 21, shall be paid out of 
appropriations for the Panama Canal or for the Alaska Railroad or omt of funds 
of the Panama Railroad, as the case may be, instead of out of appropriations for 
the work of the Commission. Employees of the Canal Zone Government and of the 
Panama Canal Company shall, notwithstanding any such transfer, have the right to 
appeal to the Em vioyees Compensation Appeals Board from any decision of the 
Governor of the ( al Zone rendered either before or after the creation of such Board, 
and such Board shall upon such appeal, and may at any time, on its own motion, 
review any decision of the Governor of the Canal Zone and in accordance with the 
far ts found on such review, may proceed as in other cases in which it has jurisdictions 
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COMMUNICATIONS ACT AMENDMENTS, 1952 


Juty 1, 1952.—Ordered to be printed 


Mr. HarrIs, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 
{To accompany S. 658) 


The committee*’of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 658 th further 
amend the Communications Act of 1934, ae x met, after full 
free conference, have agreed to recommend } nd do recomme nd to t] 
respective Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows: 

In heu of the matter proposed to be inserted by the House amend 
ment insert the following: That this Act may be cited as the “Comn 
cations Act Amendments, 1952’’. 

SEC. e. Section S of such Aet is amended by adding after paragraph 
(aa) the following: 

“*(bh) ‘Station license’. ‘radio station lice nseé mis r ‘lice nse’ means that 
instrument of authorization re quired by this Act or aie rules and requ la- 
tions of the Commission made pursuant to this Act, for the use or oper- 
ation of apparatus for transmission of energy, or communications, or 
signals by radio, by whatever name the instrument may be designated by 
the Commission. 

““(ee) ‘Broadcast. station’. ‘broadcasting station’, or ‘radio broadcast 
station’ means a radio station equipped to engage an broadcasting ag 
herein de fined. 

“(dd) ‘Construction permit’ or ‘permit for construction’ means that 
instrument of authorization required by this Act or the rules and requla- 
tions of the Commission made pursuant to this Act for the constr iction of 
a station, or the installation of apparatus, for the transmission of energy, 
or communications, or signals by radio, by whatever name ‘the instrument 
may be designated by the Commission.” 


and 
1e ir 


LUNIA= 
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Sec. 3. (a) Subsection (6b) of section 4 of such Act is amended by 
striking oul the last two sentences thereof and inse rting in lieu of such 
sentences the following: ‘Such commissioners shall not engage in any 
other business, vocation, profession, or employment; but this shall not 
apply to the prese ntation or de livery of publications or papers | for which 
a reasonable honorarium or compensation may be accepted. Any such 
comm issioner serving as such ajte rone Ye ar from the date of enactment 
of the Communications Act Amendments, 1952, shall not for a pe riod 
of one year following the termination of his services as a commissioner 
represent any person before the Commission in a professional capacity, 
except that this restriction shall not apply to any commissioner who has 
served the full term for which he was appointed. Not more than fo ur 
¢ mbers of the Commission shall be members of the same political party. 

(b) Paragra ph (2) of subsection (f) of section 4 of such Act is amended 
by striking out “(2)” and inserting in lieu thereof *‘(8)”; and such sub- 
section | St) is pe ee amended by striking out paragraph (1) thereof and 
inserting in lieu of such paragraph the following paragraphs: 

“(f) (1) The Commission shall have ‘authority, subject to the provisions 
of the civil-service laws and the Classification Act of 1949, as amended, 
to appoint such officers, engineers, accountants, attorneys, inspectors, 
examiners, and other employees as are necessary in the exercise of its 
ae a 

2) Without regard to the civil-service laws, but subject to the Classi- 
fication Act of 1949, each commissioner may appoint a legal assistant, 
an engineering assistant, and a secretary, each of whom shall perform 
such duties as such commissioner shall direct. In addition, the chairman 
of the Commission may appoint, without regard to the civil-service laws, 
but subject to the Classification Act of 1949, an administrative assistant 
who shall perform such duties as the chairman shall direct.” 

(c) The first sentence of subsection (g) of section 4 of such Act is 
amended to read as follows: ‘‘The Commission may make such expendi- 
tures (including expenditures for rent and personal services at the seat 
of government and elsewhere, for office supplies, law books, periodicals, 
and books of reference, for printing and binding, for land for use as 
sites for radio monitoring stations and related facitities, including living 
quarters where necessary in remote areas, for the construction of such 
stations and facilities, and for the improvement, furnishing, equipping, 
and repairing of such stations and facilities and of laboratories and 
other related facilities (including construction of minor subsidiary 
buildings and structures not exceeding $25,000 in any one instance) 
used in connection with technical research activities), as may be necessary 
for the execution of the functions vested in the Commission and as from 
time to time may be appropriated for by Congress.” 

(d) Subsection (k) of section 4 of such Act is amended to read as 
foliows: 

“(k) The Commission shall make an annual report to Congress, copies 
of which shall be distribuied as are other reports transmitted to Congress. 
Such reports shall contain— 

“(1) such information and data collected by the Commission as 
may be considered of value in the determination of questions con- 
nected with the regulation of interstate and foreign wire and radio 
communication and radio transmission of energy; 


He 
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(2) such information and data concerning the functioning of 
the Commission as will be of value to Congress in appraising the 
amount and character of the work and accomplishments of the 
Commission and the adequacy y of its staff and equipment: Prov ided, 
That the first and second annual reports | follow ing the date of enact- 
ment of the Communications Act Amendments, 1952, shall set forth 
in detail the number and caption of pending applications requesting 
approval « sf transfer of control or assignment of a broadcast ing 
station license, or construction permits. for new broadcast ng stations, 
or for increases in power, or for changes of frequency of existi g 
broadcasting stations at the bes ginning and end O} the period col ered 
by such reports; 

(3) information with respect to all persons taken into the em- 
ployment of the Commission during the year covered by the report, 
including names, pe rtinent biograph ical data and er pe ru nce, Com- 
Mission positions held and compensation paid, together with the 
names of those persons who have le ft the em ia of the Commission 
during such year: Provided, That the first ad report followin ig 
the date of enactment of the ¢ ‘ommunications Act Amendments, 1952, 
shall contain such information with re spect to all persons un the 
employ of the Commission at the close of the year for which the 
— is made; 

(4) an itemized statement of all funds expended during the 
preceding year by the Commission, of the sources of such funds, 
and of the authority in this Act or elsewhere under which such 
expenditures were made; and 

“(5) specific recommendations to Congress as to additional 
legislation which the Commission deems necessary or desirable, 
including all legislative proposals submitted for approval to the 
Director of the Bureau of the Budget.” 

Sec. 4. Section 5 of such Act is amended to read as follows: 


“ORGANIZATION AND FUNCTIONING OF THE COMMISSION 


“Sec. 5. (a) The member of the Commission designated by the Presi- 
dent as chairman shall be the chief executive officer of the Commission. 
It shall be his duty to preside at all meetings and sessions of the Commis- 
sion, to represent the Commission in all matters relating to legislation 
and ‘legislative reports, except that any commissioner may present his 
own or minority views or supple mental reports, to represent the Com- 
mission in all matters requiring conferences or communications with 
other governmental officers, departments or agencies, and generally to 
coordinate and organize the work of the Commission in such manner as 
to promote prompt and efficient disposition of all matters within the 
jurisdiction of the Commission. In the case of a vacancy in the office of 
the chairman of the Commission, or the absence or inability of the chair- 
man to serve, the Commission may te mporarily designate one of its 
members to act as chairman until the cause or circumstance requiring 
such designation shall have been eliminated or corrected. 

“(b) Within six months after the enactment of the Communications 
Act Amendments, 1952, and from time to time thereafter as the Com- 
mission may find necessary, the Commission shall organize its staff 
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into (1) integrated bureaus, to function on the basis of the Commission’s 
principal 2 workload operations, and (2) such other divisional organiza- 
tions as the Commission may deem necessary. Each such integrated 
bureau shall include such legal, engineering, accounting, administrative, 
clerical, and other personnel as the Commission may determine to be 
necessary to perform its functions. 

“(e) The Commission shall establish a special staff of employees, 
hereinafter in this Act re ferred to as the ‘review staff’, which shall consist 
of such le gal, engineering, accounting, and other personnel as the 
Commission deems necessary. The review staff shall be directly re- 
sponsible to the Commission and shall not be made a part of any bureau or 
divisional organi sation of the Commission. Its work shall not be su per- 
vised or directed by any employee of the Commission other than a member 
of the review staff whom the Commission may designate as the head of such 
staff. The review staff shall perform no duties or functions other than to 
assist the Commission, in cases of adjudication (as defined in the Ad- 
ministrative Procedure Act) which have been designated for hearing, by 
preparing a summary of the evidence presented at any such hearing, by 
preparing, after an initial decision but prior to oral argument, a compila- 
tion of the facts material to the exceptions and replies thereto filed by the 
parties, andl by preparing for the C ommission or any member or members 
thereof, without recommendations and in accordance with specific direc- 
tions from the Commission or such member or members, memoranda, 
opinions, decisions, and orders. The Commission shall not permit any 
em pli yee W ho is not a member of the review sta f to per} form the duties and 
functions which are to be performed by the review staff; but this shall not 
be construed to limit the duties and functions which any assistant or 
secretary appointed pursuant to section 4 (f) (2) may perform for the 
comm rie by whom he was appointed. 

‘“(d) (1) Except as provided in section 409, the Commission may, when 
iene to the proper | functioning of the Commission and the prompt 
and orderly conduct of its business, by order assign or refer any portion 
of its work, business, or functions to an indivulual commissioner or 
commissioners or to a board composed of one or more employees of the 
oA ommission, to be de signated by such order for action thereon, and may at 
any time amend, modify, or rescind any such order of assignment or 
reference. Any order, decision, or report made, or other action taken, 
pursuant to any such order of assignment or reference shall, unless 
revit wed pursuant to paragraph (2), have the Same force and eff ct, and 
shall be made, evidenced, and enforced 1n the same manner, as orders, 
decisions, re ports, or other action of the Commission. 

“(2) Any person aggrieved by any such order, decision, or report may 
file an application for review by the Commission, within such time and in 
such form as the Commission shall pre scribe, and aoe such application 
shall be passed upon by the Commission. If the Commission grants the 
application, it may affirm, modify, or set aside such order, decision, 
report, or action, or may order a rehearing upon such order, decision, 
report, or action under section 405. 

““(3) The secretary and seal of the Commission shall be the secretary 
and seal of each individual commissioner or board. 

““(e) Meetings of the Commission shall be held at regular intervals, 
not less frequently than once each calendar month, at which times the 
functioning of the Commission and the handling of its work load shall be 
reviewed and such orders shall be entered and other action taken as may be 
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necessary or appropriate to expedite the prompt and orderly conduct of 
the business of the Commission with ihe objective of rendering a final 
de CISION (J) within three months from the date of filir q in all original 
application, renewal, and transfer cases in which it will not be necessary 
to hold a hearing, and (2) within six months from the final date of the 
hearing in all hearing cases; and the Commission shall promptly re port 
to the Congress each such CASE wh ich ha S bee nm pen li qd be Tore it MLOre 
than such three- or siz-month period, respe ctr ely, stating the reasons 
therefor.” 

Sec. 5. Subsection (d) of section 307 of such Act is amended to read 
as follows: : ‘ 


‘6(d) No lice Nise grante d for the Ope ration ot a by oade Letind STALLION shall 
be for a longe r term than three years and no license so granted fi any 
other class of station shall be for a lonae r term t} an hve years. a 1 any 
lice iSeé gran t¢ d may be Te vole d as he re i} a tte r pro vile a. { pol tiie 
expiration of any license , Upon applicat ion therefor, a renewal of uch 
license may be granted from tume to time for a term of not to exceed 
three Years in the CASE of broadcasting lice nSES, AI d not to ércéed ve years 


: : s : 4 oa pe : ‘ 
in the cas oT other license S, UF the (lommisxsion finds that publ C unterest 


convenience, and necessity would be served 


thr, re hay. I order to expe lite 
action on applications tor rene wal of hroadca ting station License and mn 


EWAIS, 


order to avoid needless expense to applica IS for such re? 
/ 1 


/ : 
applicant to file any information 


Clon m LS8I0N shall not require any such 
which pre riously has been furnished to the Commission 07 which is not 
dire etly material to the considerations that affect the grantit q or den al of 


S : : eee 
SUCH application but the Commission n ay require a? 





| j new or additional 
facts it deems nece SSary to make its findinas. Pending ar { heari q 
and final decision Ol such an application a? the disposition ot any 
petition for rehearing pursuant to sectio? 05. thie COmMiSssio) shall 
continue such lice Vise in etfect.’’ 

SEC. 6. il So much of subsectiu } ad of sect 107 JOS of suc } Ae as 
preced ; the second Proviso ik ame? de i to re Id asx tol Commis- 
sion may arant construction per mits and station licenses. oT modifieatior S 
or TreTie wals the re of. 07 ly uUpol uy att na ppl cation the re for re Cé é F h Fi it: 
Provided, That ] in CASES of éemergeney torr | h thie ( Win ISSiON 
involring dange? to life or prope rty OT due ti LhLIna de to equ pire f or 
{ 2 dur na qd national éemerdency procla Mri h j t} f bre cident or de ( lare d 
by the Clonare SS a7: ldu ing thie COT tinwar CC OTd J, Way iN ue} y, ht hi / nate j 
Ntate S 18 ECndaACdE ad a? d uh 7 such acti } CERROTI tay ti Natio? al 
defe nse or security QO) othe PUI in furthe PANLCE ¢ f the rar ¢ tf 0 ) 7 
CASES of emergency where the Comn LSS I / : i? the / mnbroa least 
Sé reece es that it would not be feasibli te COUTE Te ewal a nol CALLOT fre m 
é risting lice Wn&CeCS or othe 7 MME t } follow nor al / Ce rnLS ¥, Q proce Lure. the 
Commission may qrar t constrac tio? nermits an stat on licenses  . OF 
modifications or renewals thereof. du ing the emerqe CY So fou L hy the 
Commission o7 durina the continuance of ar j uch nati Ul ¢ ere CY 
Or War. in such manner and UNON Site } te? ms ai / CO? lit 01 Sd the ('om- 
MISSION shall by Te qulatior pre seribe. and mtho if thi fi]i7 r of dW tor? al 
application, hut no authori atio? so aqrarited shall Cont ( étfect 
he pond thre nel od-oft the éemerdenciy o war requiring nt”? 

(b The first sentence of subsection h ( f section IIS ¢ f S71 ¢ } Act is 
adie nded hy striking out the words “All SU¢ h ad nplicatior S e} all cet forth”? 
and inserting in liew thereof ‘All appl cations for station licenses, or 


modifications or rene wals thereof, shall set forth’? 
SEC. a Section SO9 ot euch Act < ame led to read as 
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‘ACTION UPON APPLICATIONS; FORM OF AND CONDITIONS ATTACHED 
TO LICENSES 





“Sec. 309. (a) If upon examination of any application provided for 
in section 808 the Commission shall find that public interest, convenience, 
and necessity would be served by the granting thereof, it shall grant such 
application. 

““(b) If upon examination of any such application the Commission is 
unable to make the finding specified in subsection (a), it shall forthwith 
notify the applicant and other known parties in interest of the grounds and 
reasons for its inability to make such finding. Such notice, which shall 
precede formal de signation for a hearing, shall advise the applicant and all 
other known parties in interest of all objections made to the application 
as well as the source and nature of such objections. Following such 
notice, the applicant shall be given an opportunity to reply. If the Com- 
mission, after considering such reply, shall be unable to make the finding 
specified in subsection (a), it shall formally desiqnate the application for 
hearing on the grounds or reasons then obtaining and shall notify the 
applicant and all other known parties in interest of such action and the 
grounds and reasons therefor, specifying with particularity the matters 
and things in issue but not including issues or requirements phrased 
generally. The parties in interest, if any, who are not notified by the 
Commission of its action with respect to a particular application may 
acquire the status of a party to the proceeding thereon by filing a petition 
for intervention showing the basis for their interest at any time not less 
‘than ten days prior to the date of hearing. Any hearing subsequently 
held upon such application shall be a full hearing in which the applicant 
and all other parties in interest shall be permitted to participate but in 
which both the burden of proceeding with the introduction of evidence 
upon any issue specified by the Commission, as well as the burden of 
proof upon all such issues, shall be upon the applicant. 

“(c) When any instrument of authorization is granted by the Com- 
mission without a hearing as provided in subsection (a) hereof, such 
grant shall remain subject to protest as hereinafter provided for a period 
of thirty days. During such thirty-day period any party in interest 
may file a protest under oath directed to such grant and request a hearing 
on said application so granted. Any protest so filed shall contain such 
allegations of fact as will show the protestant to be a party in interest 
and shall specify with particularity the facts, matters, and things relied 
upon, but shall not include issues or allegations phrased generally. 
The Commission shall, within fifteen days from the date of the filing of 
such protest, enter findings as to whether such protest meets the foregoing 
requirements and uf it so finds the application involved shall be set for 
hearing upon the issues set forth in said protest, together with such 
further specific issues, if any, as may be prescribed by the Commission. 
In any hearing subsequently held upon such application all issues 
specified by the Commission shall be tried in the same manner provided 
wn subsection (b) hereof, but with respect to all issues set forth in the 
protest and not specifically adopted by the Commission, both the burden 
of proceeding with the introduction of evidence and the burden of proof 
shall be upon the protestant. The hearing and determination of cases 
arising under this aupocction shall be expedited by the Commission and 
pending hearing and decision the effective date of the Commission’s 
action to which protest is made shall be postponed to the effective date of 
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the Commission’ s decision after heari7 g, unless the authorization in- 
volved is necessary to the maintenance or conduct of an existir q service, 
in which event the Commission shall authori é the applicant to itilize 
the facilitie Ss or authorization in question Pe nding the Commission’s 
dec ision after heari ing. 

‘(d) Such station licenses as the € OMMAUSSi07 7 eon meee? be wm such 
ge neral form as it may pre seribe, but each license shall « n.in addition 
to other Provisions, a statement of the followi ng conditions to which such 
license shall be subject: (1) The si tation license shall not vest in the licensee 
any right to operate the station ne any 1 ight in the use of the fre quencies 
de signated 7 in the license be yora l the term ther reof nor in ar Yy other manner 
than authorized therein; (2) neither the license nor the right granted there- 
unde r shall be assigned 0? otherwise transfe ? red in violation of this A\et?: 
(3) every license issued under this Act shall be subject in terms to the? ght 
of use or control conferred by section 606 hereof.’ 
be Sec. 8. Subsection (b) of section 310 of said Act is amended to read as 
follows: 

“*(b) No construction perm it or station licen sé, or any rights thereunder, 
shall be transferred, assigned, or disposed of in any manner, voluntarily or 
involuntarily, directly or indirectly, or by transfe r of control of any corpo- 
ration holding such per mit or license, to any person except upon applica- 
tion to the Commission and upon finding by the Commission that the public 
interest, convenience, and necessity will be served thereby. Any such appli- 
cation shall be disposed of as if the proposed ty ransferee or assignee were 
making application under section 308 for the permit or license in question; 
but in acting thereon the Commission may not consider whether the public 
interest, convenience, and necessity might be served by the transfer, assign- 
ment, or disposal of the permit or license to a person other than the proposed 
transferee or assignee. 

Sec. 9. Section 311 of such Act, as amended, is amended to read as 
follows: 

“SEC. $11. The Commission is hereby directed to refuse a station 
license and/or the permit hereinafter required for the construction of a 
station to any person (or to any person directly or indirectly cor trolled by 
such person) whose license has been revoked by a court under section $138.” 

Sec. 10. Section 312 of such Act is amended to read as fellas p 


‘ADMINISTRATIVE SANCTIONS 


“Sec. 312. (a) Any station license or construction permit may be 
revoked— 

(1) for false statements knowingly made either in the application 
or in any statement of fact which may be required pursuant to section 
308; 

(2) because of conditions coming to the attention of the Commis- 
sion which would warrant it in re fusing to grant a license or permit 
on an original application; 

13) for willful or repeate d failure to operate substantially as set 
forth in the license; 

(4) for willful or repeated violaiion of, or willful or repeated 
failure to observe, an y provision of this Act or any rule or re gulation 
‘of the Commission authorized by this Act or by a treaty ratified by 
the l 'nited States; and 

kD) for v iolation of or failure to observe any céaseé an d desist ora ler 
toeued by the Commission under this section. 
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““(b) Where any person (1) has failed to operate substantially as set 
forth in a license, or (2) has violated or failed to observe any of the pro- 
visions of this Act, or (8) has violated or failed to observe any rule or requ- 
lation of the Commission authorized by this Act or by a treaty ratified by 
the United States, the Commission may order such person to cease and 
desist from such action. 

“(c) Before revoking a license or permit pursuant to subsection (a), 
or issuing a cease and desist order pursuant to subsection (b), the Com- 
MISSION shall serve Upon the lice nsee, pre rmittee, or person involved an 
order to show cause why an order of revocation or a cease and desist order 
should not be assued. Any such order to show COUSE shall contain a 
statement of the matters with respect to which the Commission is inquiring 
and shall call upon said licensee, permittee, or person to appear before 
the Commission at a time and place stated in the order, but in no event 
less than th irty days afte) r the rece ipt of such orde r and ive evide nce 
Upon the matter spec ified therei in; except that where safe fy of li fe or proper- 
ty is involved, the Commission may provide in. the order for a shorter 
pe riod. If after hearing, Or a waiver thereof, the C'iomm LSsion dete rmines 
that an order of revocation or a cease and desist order should issue. at 
shall LSSUe such orde fr, which shall include a statement of the Sindings 
of the Commission and the grounds and reasons therefor and specify 
the eff ctive date of the orde ie and shall CAUSE the same to be served on said 
lice nsee, perm ittee, or person, 

‘(d) In any CAaseé where a hearing is conducted pursuant to thee provi= 
sions of this section, both the burden of proceeding with the introduction 
of e? de nee and the hesveds n of proof she ul be upon the Commission. 

“(e) The Provisions of section 9 (b) o f the Administrative Procedure 

Act which a pply urith respect to the insti ii of any proceeding for the 
revocation o if a license or perm it shall a pply a lso with re spect to the institu- 
tion. under ‘this section, of any 3 yroceed it q for the issuance of a cease and 
dé sist orde 7,’ 

ec. 11. Section 315 of the Communications Act of 1954 is amended 
to read as follows: 


““FACILITIES FOR CANDIDATES FOR PUBLIC OFFICE 


“Sec. 815. (a) If any license¢ shall pern i any person who iw a 
legally quali fied candidat for iy public office to use a broadcasting 
stat tion he she ull afford equal opportunit > to all other such candidates 
for that office un the USE of such broadeast ing station: Provided, That such 
lice SEE sh all have 1.0 powe of Ce nsorsh ip over the mate rial broadcast 
unde? the provisions of f this section. No. obligation s hereby imposed 
upon any lice nsee to allow the WSé of its station by ig such candi date. 

“(h) The charges made for the use of any broadcasting station for any 
of the purposes set forth in this section shall not exceed the charg s made 
Jor comparable use of such station for other purposes. 

“(e) The Commission shall prescribe appropriate rules and regulations 
to carry out the provisions of this section. 

Sec. 12. Such Act is amended by adding after section 315 the follow- 
ing section : 


** MODIFICATION BY COMMISSION OF CONSTRUCTION PERMITS OR LICENSES 


“Sec. 316. (a) Any station license or construction permit may be 
modified by the Commission either for a limited time or for the duration of 





| 
| 
| 
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the term thereof, if in the qudame nt of the Commission such acti 
promote the public interest, convenience, and necessity, or the provisions 
of this Act or of any treaty ratified by the United States will be more fully 
complied with. No ure order oO} modi fical 0 shall become final ant 
the holder of the license or perm it shall have beer notified in wy iting of tl 
proposed action and the grounds and reasons therefor, and shal/ hae 
heen given reasonable opportu nity, in no event less than thirty days 

show COLUSE by public hearing, if requested, why suck order of mod ifieativ 
‘ hould net ISS 1 . Provided, _ (ut where safety of life or property ts 


} 


vlred, the ¢ Commission mai } porde i provide tora shorter period of Police 
(b) In any case saleoia: 7 hale g is conducted pursuant to the pr 

SIONS of this section. both the burdei 7 of proceeding uith the introdu 

of evidence and the hurden of proof vhall he “por the C'ommissio? 

Sec. 15. (a) The first sentence of subsection (a of section 3819 
ciel is amended by striking Out the words ““upor writte? appl ft 
there for” 

(b) Subsection (a of section 319 of such Act is amended by stra] 
out the second sen tence thereof, and the third sentence thereof 
by striking out “This ap} plication shall sei forth” and insertin q 
thereof “The application for a construction permit shall set forth’ 

(¢c) Subsection (b) of section 319 of such Aet is amended by striki 


is GilMié@liale 


the second sentence thereof. 


d) Such section 319 is amended by sti thee? 4 out the last two sentene 
of subsection (b) thereof, and OY inserting at the end of sueh seetion ¢] 
ee subsection: 

noes pon Ue corn pl ton OF UnY fro the COMS 1OW OF E 
col pics va of uw hi oh a permil he shia ; granted and upon ut hy ind midd 
a ppe ar to the Commission that all thee ters cond / ONS. a nd obliua 0 


set forth in the application and pern it have heer fully mel, an l tha 


. Thar , 
cause or circumstance aris “and or first coming to the knowledge of the é 


/ 


MISSION SINCE the granting of the pernet woud n the jiu qimient of f 
(oon MISSION, make thre ope ration of such statior against thie publ c interest 
the ('ommission shall ISS ile ad lice nse to the lawful hol eC] of said peri 
for the O pe ration of said station Said license shall conform ve P 
to the terms of said permit, The pro sions of section 309 (a », 

\ shall not apply with ve spect to any statio lice WNé the ISSUALIN € OF Cr 
is camadal for and govern ( l by the pre iStONS ol tits eubhsectiop 

WEC / f . Nection 402 of such Ae ws amended to ead (Is follows: 

*PROCEEDINGS TO ENJOIN, SET ASID} ANNUL, OR SUSPEND ORDERS 


THE COMMISSION 


‘SEC. 402. (@) An VW proceeding to €1 i011 _ Set US de. annul. or su 
ani order of the Commission under this Aet (exes pt those appealabl 
a ae c . . } '] } r " “7 } - j 
“wnder subse ction h) oT this section Sfidul be prowdght as pi ovide d yy and i} 
the manner pre seribed in Public Law G01, ighty-fu st Congress, appro 
December 29, 1950. 


D) Appeals may be taken from decisions and orders of the Ci 
sion to the United States Cort « Ap peais for the District of Cobambi 
n any of the following CANES: 
ries By any applicant for ad constructio; permit o tert 
cense, Whose application is denied by the Con “9 


H. Rept. 2426, 82-2 ” 
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“(2) Ry any applicant for the renewal or modi heation of any 
such instr ument of authori: ation Ww he S¢ applicati on is de nied by the 
Commiss 10N. 

(3) By any party to an ap] Hiecation for authority to transfer, 
ASsign, or di S pose of any such inst trument of authori ~ ty on, or any 
rights thereunder, whose application se de nied by the Commission. 

“(4) Ry any applicant for the perm le required by section 325 of 
this Aet whose application has been de med by the C'ommisasion. or 
hy any pern itted une ler said section whose permit has heen revoked 
by the Commission. 


“ 


ce 


(5) R Y the hole ler of any constr uct) on pe rmit or station lice Ne 
awwhich ae bee nom oda fied or re yoked by the ( OMMISSION. 

rth R yany other person who is agg rieved or Ww hose »nterests a re 
ad ie reali affected by qa) Ly order of the Commissi on granting or 


de nying any applicatio n deseribed in paragraphs (1), (2), (3), and 


1) he reof. 

‘(7) By any person upon whom an order to cease and desist has 
been served under section 312 of this Aet 

**(8) Ry any radio operator whose lheense has been sus pe nded 
by the Commission. 
(¢) Sueh appeal shall be taken by filing a notice of appeal with 
court within thirty « days from the date upon which public notice ts ive n 
of the decision or order complained Of. Such notice of appeal shall 
contain a concise statement of the nature of the proceedings as to which 
the appeal is taken; a concise statement of the reasons on which the appel- 
lant antends to re ly, S¢ parate ly stated and numbered; and proof of se rvice 
of a true copy of said notice and statement pon the Commission. Upon 
filing of such notice, the court shall have jurisdiction of the proceedings 
and of the questions determined therein and shall have power, by orde r, 
directed to the Commission or any other party to the appeal, to grant 
such ten porary relief as at may deem just and proper. Orders rar iting 


ae 


mporary re lief may he either athrmative or neqatire an their scope and 
application so as to pe rmit either the maintenance of the status quo on 


the matter in which the (ap pe al is taken or the re mates Of @ pos ition 
or status terminated or adversely affected by the order appealed from and 
shall, unless otherwise ordered by the aie be eifectin pen Mi? q hearing 


and determination of said appeal and compliar Ce by ihe Commission 
uth the final judament of tthe. court re nile red in said appeal, 
(d) U pon the filing oft any such notice of a ppeal the Commission shall, 
not later than five days after the date of service upon it, noti fy each person 
shoun by the records of the Commission to he interested 7 i said a Pppe al of 
the — q and pend ney of the same and shall thereafter permit it any s uch 
person to inspect and make copie S of said notice and statement of reasons 
fier for at the office of the Commission in the city of Was hington. Wrthin 
thirty days after the filing of an appeal, the Commission shall file with the 
court a copy of the order com plained of, a full statement im wr iting of the 
facts ¢ rid grounds relie L upon by it in support of the ord 
said appeal, and the originals or certified copies of all pape Ts and evi- 
de LCE pre Sén ted to and conside red by it in ente ring sud orde Fc 
“(e) Within thirty days after the filing of any such appeal any inter- 
ested person may intervene and partici pate aD the proceedings had “pon 
suid appeal by filing with the court a notice of inte ites to intervene and 
a verified statement showing the nature of the interest of such party, to- 


er involve ! “Don 
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gether with proof of service of true copies of saw notice and statement 
both upon appellant and upon the Comm ae Any person who would 


r 


be Aggrreve d or whose interest t would bc ad versely affected bu a reversal 


modification of the order of the Commission e ymplaine l of shall be n- 
sidered an interested pa rtiy. 
si(g } 1 shank j . ] ty ol 
1) The record anc briefs Upon wich any SUCH ap peda alk be 
heard and determined by the court shall conta such information a a 
material, and shall be prepared withii such time and in such ma ne? 
as the court may by rule prescribe. 
**(q) {t the earliest convenient time the court shall hear ai I dotpor , ne 


the appeal Upon the record before it in the manner presci ibed by ecti 
10), (e) of the Administrative Procedure Act. 

‘th In the event that the court shall render a decision and ente a} 
order PELErSUNG the wn r of the Cliom NISSLON a shall TEeman l the Case te 
the Commission to carry out the judgn tent of the court and it shall he i fee 
duty of the Commission in the absence of the proceedings fo revieu 
such judgment, 10 forthwith gu Pr effect thereto, and unless otherwise OorT- 
dered by the court. to do so upon the basis of the proceedings already had 
and the record Upor which said appea ! was heard and determined. 

“() The court may, in its discretion, enter ju lgment for costs 4) 
favor of or against an appe llant, or other 7 ler sted parte s interven ing 
in said appeal, but not against the Commission, depending upon the 
nature of the ISSUE S involved Upon said appeal and the outcome the reo} 

“(7) The ct urt’s judgment shall be final, subject, hu Wever, to revie ul 
by the Supreme Court of the United States upon writ of certiorari on 
petition therefor under ge 1254 OF title 28 0} the United States Code. 
by the appre llant. by ~ ‘om hi ISSLON OT by any v? tere sted party Lnter- 
ve ning in the A al, me certi ‘ficatio n by the court Ppurs tant to the 
promsions of thai section. 


SEC. 16. Ne sakes L105 of » uch y {ct iS adinel ded to rea ] as | lle ws 


' REHEARINGS BEFORE COMMISSION 


‘SEC. 409. sAjies a decision, ¢ yrder, Or require ent has been mad hy 
the c OMmM ISSioNn in a? Y proceeding, and party the or any ther person 
aggre ved or whose inte rests are adve rse ly a flected tf ere h /, may et) ti Lon 


for rehearing; and it shall be lawful for the Con n 887107 P i? Us p oe tu nh. 
‘to grant such a rehearing if suffic ient reason the reqor be made to appear 
Peéti tions for rehearing must be filed Ww ithia th ity days fron the date 
Upon which public notice is give n of any décisiol ; order, or requirement 
complained of. No such ap plication shall excuse any person from 
com plying with or ob. ying any decision, order, or requirement of the 
Commission, or operate im any manner 6 stay or postpone the « iforce- 
ment thereof, without the special order of the Comn iSSiON. The filing 
of a petition for rehearing shall not be a condition precede it to judicial 
revie Ww of any such decision, order, or require ment, except where the party 
seeking such review (1) was not a party to the proceedings resulting in 
such decision, order, or require ment, or (2) relies on questions of fact 07 
law upon which the Commission has been afforded no op yportul ity te 
pass. Re hearings shall be qove rned by s ich qe neral rules as the Clon 
MUSSIOUL Thi ay é stablish, LCE pt that ri evude hice otl 7 than le wl y disco (red 
evude nce, evidence which has become available only Since the rod 
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taki ? q of eride nce, or erie nce which the ('ommission believes . should 
have heen taken in the original proceeding shall be taken on any rehearing. 
The time within which a petition for review must be filed in a proceeding 
to which section 402 (a) applies, or within which an appeal must be 
taken under se ction (02 (b), shall be computed from the date upon which 
public notice is given of orders disposing of all pel titions for rehearing 
fil din any case, but any decision, order, or requirement made after such 
rehearing reve rsing, changing, or odifying the original orde r shall be 
subject to the same provisions with resnect to rehearing as an original 
orde me 

SEC 4 16. (1) Section L0O9 (7) of such Aci is adie nded to read as : follows: 

‘SEC. 409. 7) In CMErYU Case if adjudication as de fined in the . {dd min- 
istrative iil ure Aet which has heen « va ted for a heori? by i} 
C'ommission. the hearing shall he eonducted by the Commission or hy 





me or more CLOMINETS provided | for an section 11 of the Administrative 
Procedure Act. de Si j nated t OY the ¢ ‘omn ISS70N, 


h The officer or officers conducting a hearing to whieh subsection 


‘ 


(t applies shall prepare and file un initial decision. eacept where the 


“p37 “aan ! / 
ay (nO itiicer becomes unavarlable to the Commission or where the Com- 


> ; } . - 
ISS7ON finds upo? the record that due and tin ely exrceution of ws Junc- 


ny 
; ; oat te : . 

trons imperotively and Hn widabl My require that the ree rd be certified to 

the Commission jor initial or final decision. In all such cases the Com- 
: ; »} rl] yal fil; a y / } 
ISSTON Siu permit tire filing of f exception s to such initial decision by any 


party io the proc eding ond shall. UPON request, hear oral argument on 


' . , . , “ae , ; 
SUCH €7CE mtions be fore The entry OF; an Wf final decision, order, or require- 
th 


nent. All deci: S7ONS, including fie initial decision, shall beeome a part 


7 


7 >» SO tate : é 

of the record and shall include a statement of (1) findinas and conclusions, 
7 ; G . ‘ ‘ ; 

as well as the hasis rherejor, wpon all rnialtvé rial ISSUES of fact, lear. or 


lise? tio 5 prese nted on the record: and ) the appropr Late decision, 
ore F oy; require rel f. 

‘ ] Tn Ti’ CaN of adjudiea oy iis / fined aN the A m1) strat: 4 

Pr cedure Act which has he. oz) (dé srgndted iar a hea hit] by ti ( Oni- 

SiO] no €L£aon nel cond uctine pai pairing } Mie Col ich ¢ such 
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(2) The amendments made by this Act to section 402 of the 
Communications Act of 1934 (relating to judicial remew of orders 
and decisions of the Commission) shall not apply with respect to 
any action or appeal which is pending before any court on the date 
of enactment of this Act. 


And the House agree to the same. 
Percy Prixgst, 
Oren Harris, 
Homer THORNBERR) 
Cuas. A. WOLVERTON, 
Cari HINsHAW, 

Managers on the Part of the Hous: 
Ernest W. Mckarvanp, 
Lester C. Hunt, 

Epwin C. JoHNSoN, 

Cuaries W. Tosry, 

Homer E. CapeHart, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUS!] 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendment of the House to 
the bill (S. 658) to further amend the Communications Act of 1934, 
submit the following statement in explanation of the effect of the ac- 
tion agreed upon by the conferees and recommended in the accompany- 
ing conference report: 

The House amendment struck out all of the Senate bill after the 
enacting clause. The Senate recedes from its disagreement to the 
amendment of the House, with an amendment which is a substitute 
for both the Senate bill and the House amendment, and the House 
agrees to the same. 

The differences between the House amendment and the substitute 
agreed to in conference are explained below, except for incidental 
changes made necessary by reason of agreements reached by the 
conferees and clerical and minor clarifving changes. 


DEFINITION OF “BROADCASTING” 


The Senate bill proposed to rewrite the definition ol ‘broadcasting’ 
in section 3 of the Communications Act of 1934. The term is now 
defined to mean ‘‘the dissemination of radio communications intended 
to be received by the public, directly or by the intermediary of relay 
stations.”” As changed by the Senate bill it would have been defined 
to mean “the dissemination of radio communications intended to be 
received directly by the general public.” In the House amendment 
the term was deiined to mean “the dissemination of radio communica- 
tions intended to be received directly by the pubhie.”’ 

There was considerable discussion in the committee of conference 
as to how much, and in what respects, the present law would be 


changed by the Senate and House versions of this « TI 


1 
} 
; 


efinition ihe 

conferees concluded that it was not advisable at this time to make any 

chanve in the definition in the present law The definition, and the 
) 


interpretations thereof heretofore made, will therefore remain un- 
changed. 


FORMER COMMISSIONERS REPRESENTATION O1 PERSONS BEFORE TH} 
COMMISSION 


Section 4 (a) of the Senate bill proposed to add to section 4 (b 
of the Communications Act of 1934 a new provision providing that 
anv commissioner serving as such after 1 year from the date of enact- 
ment of the legislation here proposed could not for, a period of ] 
vear followimg the termination of his services as a commissioner, 
represent before the Conumission in a professional capacity any person, 
including ali persons under common control, subject to the provisions 
of that act, except that this restriction would not apply to any com- 
missioner who had served the full term for which he was appointed. 
This provision was omitted from the House amendment. 
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The conference substitute includes this provision from the Senate 
bill, with only slight language changes. The members of the com- 
mittee of conference feel that, for this purpose, representation of 
persons before the Commission includes appearance as a matter of 
record on applications, briefs, and other matters, as well as personal 
appearances. 


PREPARATIO © OR DELIVERY OF PAPERS OR PUBLICATIONS BY 
COMMISSIONERS 


Section 4 (b) of the Communications Act of 1934 now provides that 
members of the Commission “shall not engage in any other business, 
vocation, or employment.”” Section 4 (a) of the Senate bill proposed 
to add at the end of this provision a clause providing that “this shall 
not apply to the preparation of technical or professional public ations 
for which reasonable honor: wim or compensation may be paid.’ 
This provision is included in the House amendment with only slight 
changes. 

In the conference substitute the provision has been somewhat 
modified in order to clarify its purpose and meaning. It is deemed 
advisable to permit not only the preparation of publications but also 
their delivery or presentation at, for example, public meetings. 


APPOINTMENT OF CERTAIN PERSONNEL BY INDIVIDUAL COMMISSIONERS 


Section 4 of the Senate bill proposed to amena section 4 Gi) (1) 
the Commumeations Act of 1954, relating to the appointment oi 
personnel, 


One provision of t 


he bill would have authorized each commissionet 
toapporat, without regard to the civil-service laws or the Classification 
Act of 1949, a legal : Ssisti aut aid a secretary, and it was provided that 
a commissioner could fix the salary of the legal assistant at not to 


eed S10,000 ner annum and the salary of the secretary at not to 
exceed $5,600 per aonum, In the House amendment this provision 
was modthed so as to omit any reference to the appointment of a 
secretary. fastend ot pro viding for eppointment of a ‘legal assistant’ 


to be appomted at not more than a specified salarv tt provided that 


ene, commissioner, without regard to the eivil-servieo laws but sul 
j et to the Classification Act of 1949, could yppornt and fix the com- 
Pension Ob a “professional assistant 

The conference substitute, in lieu of these provisions, authorizes 


each commissioner, without regard to the civil-service laws but subject 
to the Classification Act of 1949, to apporat 2 legal assistant, au eng! 
neering assistant, and a see ‘etary, each to perform such dities as th 
commissioner shall direct. In addition it is provided that the Cha: 
man of the Commission may appoint, without regard to the civil 
service laws but subject to the Classification Act of 1949, an adminis 
trative assistant who is to perform such duties as the Chairman 
shall direct. 


ORGANIZATION OF THE COMMISSION 


Section 5 of the Senate bill would have amended section 5 of the 
Communications Act of 1934 so as to include, among other things, a 
provision requiring the Commission, within 60 days after the enact- 
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ment of this legislation, to organize its legal, engineering, and account- 
ing staff into integrated divisions to function on the basis of the Com- 
mission’s princips al work-load operations, and into such other divisional 
organizations as the Commission deemed necessary to handle that 
part of its work which did not lend itself to the inte: ated division 


type of organization. These provisions were included in the Hous 
amendment with certain modifications which were mostly for the 
purpose of clarification and the elimination of certain provisions which 


seemed to be unnecessary. The conference substitute retains this 
provision as it appears in the House amendment except that certain 
language specifying in detail the function of divisional organizations 
has been omitted as surplusage. 

The Senate bill directed the Commission to establish a staff, directly 
responsible to it, to prepare drafts of the Commission’s decisions, 
orders, and other memoranda as directed by the Commission in the 
exercise of its quasi-judicial duties. These provisions r-lating to 
the establishment of a review staff were considerably modified in the 
House amendment, but the modifications had to do primarily with 
details rather than the changing of the basic purposes intended to be 
accomplished by the Senate bill. In the House amendment it was 
provided, among other things, that the review staff should perform 
no duties or functions other than to assist the Commission in cases 
of adjudication (as defined in the Administrative Procedure Act) 
which have been designated for hearing by preparing, without recom- 
mendations, a summary of the evidence presented at such hearing, 
by preparing, without recommendatior IS, after an initial decision but 
prior to oral argument, a compilation of the facts material to the exeep- 
tions and replies thereto filed by the parties, and by preparing for the 
Commission or any member or members thereof, without recommenda- 
tions and in accordance with specific directions from the Commission 
or such member or members, memoranda, opin ions, decisions, and 
orders. In the conference substitute this provision is modified by the 
elimination of the words ‘‘without recommendations,” in that part 
of the provision dealing with the preparation of a summary of the 
evidence and in that part dealing with the preparation of a com] pile ition 
of the facts material to the exceptions and replies thereto. 


ASSIGNMENT OF WORK, BUSINESS, AND FUNCTIONS 


Section 405 of the Communications Act of 1934 now authorizes 
the Commission, subject to certain conditions and limitations, to 
assign any of its work, business, or functions to divisions, to individual 
commissioners, or to boards of employees. 

The Senate bill proposed to rewrite section 405 by substituting 
provisions authorizing the Commission, when necessary to the proper 
functioning of the Commission and the prompt and orderly conduct 
of its business, to assign any portion of its work, busmess, or functions 


to an individual commissioner or commissioners or to a board composed 
of one or more employees of the Commission. It was provided 
that any order, decision, or report made or other action taken pur- 
suant to any such assignment should have the same force and effect 
as if made by the Commission. This provision of the Senate bill also 
SS. a proviso that any person aggrieved by any such order 


decision, or report could file a petition for review by the Commission, 
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and it was provided that every such petition should be passed upon 
by the Commission. The Senate provision by making this authority 
subject to the provisions of the amended section 409 of the act, would 
have denied to the Commission the authority to assign, under this 
provision, the function of conducting a hearing in any case of adjudica- 
tion (as defined in the Administrative Procedure Act). 

The House amendment, in lieu of the Senate provision, contained a 
section more nearly like that in the present law in that it would have 
included separate provisions for panels of the Commission. 

The provisions on this subject which are included in the conference 
substitute are substantially the same as the provisions in the Senate 
bill, except that the provision as to the right of an aggrieved person 
to file a petition for review has been modified to read as follows: 

2) Any person aggrieved by any such order, decision, or report may file an 
application for review by the Commission, within such time and in such form asthe 
Commission shall prescribe, and every such application shall be passed upon by 
the Commission. If the Commission grants the application, it may affirm, 
modify, or set aside such order, decision, report, or action, or may order a rehearing 
upon such order, decision, report, or action under section 405. 


PURCHASE OF PLANT AND EQUIPMENT OF UNSUCCESSFUL APPLICANT 


Section 6 (b) of the House amendment proposed to add to section 
307 of the Communications Act of 1934 a new subsection as follows: 


(f) If the Commission, instead of granting the application of a licensee for the 
renewal of its station license, grants to another applicant a station license for the 
same or mutually exclusive facilities, and if the applicant for renewal has operated 
substantially as set forth in the license and has not willfully violated or failed to 
observe any of the restrictions and conditions of this Act or of any regulation of 
the Commission authorized by this Act or by a treaty ratified by the United 
States, then, if the applicant for renewal so requests, the grant of the station license 
to the other applicant shall be conditioned upon the purchase, by the other appli- 
cant, of the physical plant and equipment theretofore used for station purposes 
by the applicant for renewal, at a price equal to the fair value of such plant and 
equipment, as determined by the Commission. 


No such provision was included in the Senate bill and the provision 
is not included in the conference substitute. The Senate members of 
the committee of conference felt that this was too important and far- 
reaching a provision to enact into law unless interested persons were 
given the opportunity to present their views on it in a public hearing. 
They pointed out that the matter had not been brought up in the 
Senate hearings or during Senate consideration of this legislation. 


“NEWSPAPER” AMENDMENT 


The House amendment (sec. 7 (c)) proposed to add to section 308 of 
the Communications Act of 1934 a new subsection (d), sometimes 
referred to as the ‘‘newspaper’’ amendment, reading as follows: 


d) The Commission shall not make or promulgate any rule or regulation, of 
substance or procedure, the purpose or result of which is to effect a discrimination 
between persons based upon interest in, association with, or ownership of any 
medium primarily engaged in the gathering and dissemination of information and 
no application for a construction permit or station license, or for the renewal, 
modification, or transfer of such a permit or license, shall be denied by the Com- 
mission solely because of any such interest, association, or ownership. 


The Senate bill contained no such provision, and the provision is 
not included in the conference substitute. This provision was omitted 
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from the conference substitute because the committee of conference 
felt that it was unnecessary. It is the view of the conference 


ce com- 
mittee that under the present law the Commission is not authorized 


to make or promulgate any rule or regulation the effect of which would 
be to discriminate against any person because such person has 
interest in, or association with, a newspaper or other medium for 
gathering and disseminating information. Also the Commission could 
not arbitrarily deny any application solely because of any such interest 
or association. 


an 


ANTITRUST PROVISION 


Section 10 of the Senate bill proposed to rewrite section 311 of the 
Communications Act of 1934. Under the present law the text of that 
section is as follows: 


Sec. 311. The Commission is hereby directed to refuse a station license and/or 
the permit hereinafter required for the construction of a station t 1 per 
(or to any person directly or indirectly controlled by such person) whose licens« 
has been re evoke dl by a court under section 3138, and is hereby authorized to refuse 
such station license and/or permit to any other person (or to any person directly 
or indirectly co sateniiad by such person) which has been finally adjudged guilty 
by a Federal court of unlawfully monopolizing or attempting unlawfully to 
monopoliz e, radio communieation, directly or indirectly, through the control of 
the ms anufacture or sale of ra lio apparatus, through exelusive traffic arrangen ents, 
or by any other means, or to have been using unfair methods of competition. 
The granting of a license shall not estop the United States or any person aggrieved 
from proceeding ¢ against such person for vi Hating the law against unfair methods 
of competition or for a violation of the law against unlawful restraints and monop- 
olies and/or combinations, contracts, or agreements in restraint of trade, or from 
instituting proceedings for the dissolution of such corporati 


The Senate bill would have eliminated the last sentence of the 
section as now in effect and, in addition, would have eliminated the 
second part of the first sentence, namely, that part which authorizes 
the Commission to refuse a license or permit to any person which has 
been convicted of untawfully monopolizing or attempting to monop- 
olize radio communication through the control of the manufacture 
or sale of radio apparatus, through exclusive traffic arrangements, or 
by other means, or of having used unfair methods of competition. 

This section of the Se nate bill was omitted from the House amend- 
ment, but it is included in the conference substitute. 

To the extent that this section of the conference substitute will 
eliminate from section 311 of the present law the last sentence, which 
is quoted above, the ¢ aaa e of conference does not feel that this is 
of any legal significance. It is the view of the members of the con- 
ference committee that the last sentence of the present section 311 is 
surplusaze and that by omitting it from the present law the power of 
the United States or of any private person % proceed under the anti- 
trust laws would not be curtailed or affected in any way. 

With respect to the omission of the provision which now authorizes 
the Commission to refuse a license under the circumstances above 
described, the committee of conference agrees with the statement con- 
tained in the report of the Senate Committee on Interstate and 
Foreign Commerce, on this bill, that 
the Commission’s existing authority under law to examine into the character of a 
licensee or permittee in granting a license or a renewal is in no way impaired or 
modified by the change here recommended in section 311 * * *., 
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ADMINISTRATIVE SANCTIONS 


Section 11 of the Senate bill proposed to rewrite section 312 of the 
Communications Act of 1934, and would have modified somewhat the 
grounds on which the Commission could revoke licenses and added 
new provisions authorizing the Commission to issue cease and desist 
orders in certain specified situations 

The House malsikitesbe also proposed to rewrite section 312 of prese! it 


law. Among other things, it would have provided in most cases that 
revocation would be pe rmissible only for acis willfully, knowingly, or 
repeatedly committed. In addition, the modified section would have 
authorized, for certain specified grounds or reasons, (1) suspension 
of station licenses for not to encore 90 day s, (2) revoc ation of con- 
struction permits, (3) issuance of cease and desist orders, and (4) impo- 


sition of penalties in the na ture of forfei tures. 

The section as it is retan Le dl m the coaference substitute is the same 
as the House ame ndment msofar as the grounds for revocation are 
concerned, but the provisions which would have authorized the Com- 
mission to suspend licenses or to impose forfeitures have been elimi- 
nated. It is believed that the aut! hority to issue cease and desist 
orde ‘rs will give the Commission a means by which it cain secure com- 
pliance with the law and regulations by] licensees. As an alternative 
to revoking the license in ease of fai ‘lure to obey a cease and desist 
order, the Commission will be able to invoke the aid of the courts, 
under section 401 (b) of the act, to secure compliance. The courts 
will be able to enforce compliance through their power to punish for 
contempt. 


FACILITIES FOR CANDIDATES FOR PUBLIC OFFICE 


Section 11 of the House amendment would have amended section 
315 of the Communications Act of 1934 which relates to the utiliza- 
tion of broadcasting facilities by candidates for public office. The 

enate bill did not propose to amend section 315. 

Under the present law section 315 provides that if any licensee shall 
permit any person who is a legally qualified candidate for any public 
office to use a broadcasting station, the licensee must afford equal 
opportunities to all other candidates for that office in the use of such 
broadcasting station; and it is further provided that the licensee shall 
have no power of censorship over the material broadcast under the 
section. The House amendment would have provided that equal 
opportunity must be afforded to all other candidates or their author- 
ized spokesmen also in those cases in which a spokesman for a candi- 
date for public office has been permitted to use a broadcasting station. 
The House amendment would further have added to the present law 
a provision providing that the licensee should not be liable in any civil 
or criminal action in any loc a State, or Federal court because of any 


material in such a broadeast. except in cases where the licensee will- 
fully, knowingly, and with inte nt to defame, participated in the bro: ad- 
east. The section as modified by the House amendment also provided 


that the charges made for the use of any broadcasting station for any 
of the purposes set forth in the section should not exceed the minimum 
charges made for comparable use of such station for other purposes. 
The conference substitute omits the provisions contained in the 
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House amendment with respect to equal opportunity on account of 
broadcasts made by spokesmen for candidates and the provision above 
described with respect to lability im civil and criming actions. The 
provision with respect to charges made by broadcasters foi political 
broadcasts has been retained but has been modified by striking out 
the word “minimum.” The committee of conference agreed to omit 
the provision with respect to liability of licensees in civil or crim 
inal actions and the extension of the present law to include spokes- 


men for candidates because these subjects have not been adequat: ly 
studied by the Committees on Interstate and Foreign Commerce of 
the Senate and House of Representatives. This proposal was adopted 


in the House after the bill had been reported from the House com- 
mittee. The proposal involves many difficult problems and it is the 
judgme! it of the committee of conference that it should be acted on 


only after full hearings have been held. 
REHEARINGS 


Section 405 of the Communications Act of 1934 now provides that in 
case a rehearing is granted the proceedings thereupon shall conform as 
nearly as may be to the proceedings in an original hearing except as 
the Commission may otherwise direct. The Senate bill, in rewriting 
this section, provided that rehearings shall be governed 
by such general rules as the Commission may establish: Provided, That, except 
for newly discovered evidence or evidence otherwise available only since the original 
taking, no evidence shall be taken on any rehearing 


The House amendment, in rewriting the section, did not contain this 
proviso. The conference substitute retains this provision from the 
Senate bill but adds an additional provision to the effect that the Com- 
mission in case of rehearing may take evidence which the Commission 
believes should have been taken in the original proceeding. 


SEPARATION OF FUNCTIONS 


The Communications Act of 1934 does not contain any provisions 
with respect to “separation of functions’ in adjudication cases which 
have been designated for a hearmg by the Commission. Provisions 
to that effect are contained, however, in section 5 (c) of the Admin- 
istrative Procedure Act. The Senate bill provided that the Com- 
mission shall not employ attorneys or other persons for the purpose 
of reviewing transcripts or preparing intermediate reports of final 
decisions, except that this shall not apply to the review staff provided 
for in the Senate bill, and to legal assistants assigned separately to 
a Commission member who may, for such Commission member, re- 
view such transcript and prepare such drafts. The House amendment 
provided that in any case of adjudication (as defined in Administrative 
Procedure Act) which has been designated for a hearing by the Com- 
mission, no commissioner, and no professional assistant appointed by 
a commissioner, shall (except to the extent required for the disposition 
of ex parte matters as authorized by law) consult on any fact or ques- 
tion of law in issue, or receive any recommendations from, any other 
person, unless upon notice and opportunity for all parties to par- 
ticipate. The House bill provided further that the aforementioned 
provision should not restrict consultation, or the making of recom- 
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mendations, between a commissioner and another commissioner or be- 
tween a commissioner and a professional assistant appointed by him. 
The House bill also provided that the aforementioned provision should 
not restrict commissioners in obtaining from members of the review 
staff the limited assistance authorized by other provisions of the 
House amendment. 

The conference substitute omits the aforementioned provisions of 
the Senate bill and the House amendment and includes in lieu of these 
provisions the following: 

(2) In any case of adjudication (as defined in the Administrative Procedure 
Act) which has been designated for a hearing by the Commission, no person who 
has participated in the presentation or preparation for presentation of such case 
before an examiner or examiners or the Commission, and no member of the Office 
of the General Counsel, the Office of the Chief K:ngineer, or the Office of the Chief 
Accountant shall (except to the extent required for the disposition of ex parte 
matters as authorized by law) directly or indirectly make any additional presen- 
tations respecting such case, unless upon notice and opportunity for all parties 
to participate. 

This provision is included in the conference substitute because the 
members of the committee of conference are of the definite opinion 
that all parties should have a knowledge of, and an opportunity to 
refute, any matter or argument presented to the Commission. 


FRAUD BY RADIO 


The Senate bill contained a section 19 which would have made 
punishable by a fine of not more than $10,000 or imprisonment of not 
more than 5 years, or both, the transmission or the causing to be trans- 
mitted by means of radio communication or interstate wire communi- 

cation, of any writings, signs, signal, pictures, or sounds for the purpose 
of exec uting a scheme to defraud or to obtain money or property by 
means of false or fraudulent representations or promises. The House 
amendment omitted this section because the House of Representatives 
had already passed H. R. 2948 containing substantially similar 
provisions with respect to fraud by radio. The conference substitute 
includes a provision with respect to fraud by radio which is substanti- 
ally the same as H. R. 2948 as it passed the House. The provision 
differs from that originally contained in the Senate bill primarily 
with respect to the maximum fine which has been reduced from a 
maximum of $10,000, to a maximum of $1,000. 3 


EFFECTIVE DATE 


The Senate bill did not contain any provision which specified the 
date on which its provisions should take effect. All of its provisions 
would therefore have taken effect on the date of enactment. 

The House amendment provided that, with two exceptions, the 
act should take effect on the first day of the first month which begins 
more than 60 days after the date of its enactment. The first excep- 
tion provided that insofar as the amendments made to the Communi- 
cations Act of 1934 provide for procedural changes, requirements 
shall not be mandatory as to any agency proceeding (as defined in 
Administrative Procedure Act) initiated prior to the date on which 
the act takes effect. The second exception provided that the amend- 
ments made to section 402 of the Communications Act of 1934 (re- 
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lating to judicial review of orders and decisions of the Commission) 
shall not apply with respect to any action or appeal pending 


u before 
any court on the date on which the act takes effect 


The conference substitute provides, generally, that the provisions 
of the act shall take effect on the date of its enactmen Witl eet 
to procedural changes, however, the conference substit ( 
that these changes shall not be mandatory as to anv ager 
(as defined in the Administrative Procedure Act) with resp 
hearings have been begun prior to the date of enactment of the act. 
The remainder of the effective date prov ision in hu led in the conterene 
substitute is the same as the provisions contained in the Ho 


amendment relating to the effective date of the provisions dealing 


i 


with judicial review of orders and decisions of the Commission, 


J. Percy Priest, 
OrEN HARRIS, 
Homer THORNBERRY, 
CuHas. A. WOLVERTON, 
Cart HINsSHAW, 


Managers on the Part of the House 


O 








82p Coneress (| HOUSE OF REPRESENTATIVES  { REPORT 
Id Nession \ / No. 2427 


— Taw fl 


PROVIDING FOR ADMISSION TO ST. ELIZABETHS HOS 
PITAL FOR CERTAIN UNITED STATES CITIZENS AD 
JUDGED INSANE IN FOREIGN COUNTRIES 


\[Ir. Barby, from the Committee on Education and Labor, submitted 


the following 


REPORT 


["] 1 3 oe 

The Committee on Education a l Labor, ) Ol Was rel ea 
bill (H. R. 1950) to provide for the admission to St. Elizabeths Hospital 
in the District of Columbia of tain «citizens of the Unit States 
adjudged Insane im foreign countries, report tavorapdlv th yy WIth 
umendMments and recommend that th bill do pass 

The committee ninendments ave as foll 

a Page P: line 7. afte r the comma insert the follow) Perey ih 
by appropriate authorities (as determined by the Administrator) to 
be in need of care and treatment ia a mental hospital,’ 

b) On page 2, lines 12 to 14, strike out the words “S*Au Act to pro- 
vide for the repatriation of certain insane Lmerican eitizens’, 


approved March 2, 1929, and the Act entitled” 
PURPOSE OF} Pit BILI 


The purpose of the bill is to make applicable to American citizens 
in any foreign country the provisions of existing law which now author- 
izes the admission to St. Elizabeths Hospital of American citizens who 
have been adjudged legally insane in Canada and whose legal residence 
ina State, Territory, or the District of Columbia it has been impossible 
to establish. In addition, the bill would provide an alternative to 
adjudication of insanity by a foreign court by authorizing admission to 
St. Elizabeths Hospital also where the American citizen, though not 
adjudicated insane in the foreign country, has been certified as mental- 
lv ill and in need of hospitalization by an appropriate authority, 
designated by the Federal Security Administrator, in such foreign 
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country. In view of the need for flexibility in this respect, such 
designation has been left to administrative determination rather than 
being specified in the bill. For example, in cases in which a medical 
officer of the Public Health Service qualified to make the necessary 
diagnosis is stationed in the country in question, the Administrator 
may find certification by such officer to be most appropriate. Again 
in some other cases certification by a consular officer upon the basis of 
examination by a qualified physician may be found the more appro- 
priate method. In still other cases, the Administrator may find 
certifications by qualified foreign authorities acceptable. 

As explained below, the bill as amended would also repeal, as no 
longer necessary in view of the amendment made by the bill, an 
existing statute providing for repatriation and admission to St. 
Elizabeths of legally adjudged insane American Foreign Service 
officers. 

GENERAL STATEMENT 


It should be noted that in virtually all jurisdictions in this country 
a stated period of residence in the State involved immediately preced- 
ing admission to a public mental hospital is required. Thus an 
American citizen—for example, a businessman or missionary who has 
been abroad for an extended period of time—may, although he remains 
an American citizen, suffer the loss of the requisite State residence. 
If in such circumstances he becomes afflicted with a mental illness 
which requires hospitalization for care and treatment and he is not 
eligible for admission to a mental hospital in one of the States or 
Territories or the District of Columbia because of such loss of residence 
status, it seems appropriate to afford an opportunity for his hospitali- 
zation in a Federal institution. If, as the committee believes, this is 
fair and desirable in the case of American citizens in Canada, the 
opportunity of equal treatment as well as considerations of humanity 
require that Americans who become mentally ill in other foreign 
countries should not be discriminated against in this respect. This 
bill would eliminate such diserimination. 

At the same time the committee believes that to restrict eligibility 
for admission to St. Elizabeths Hospital in such cases to persons who 
have been legally adjudicated insane in such foreign country it seems 
unnecessarily stringent. The laws of some countries on the subject of 
legal adjudication of insanity are extremely complex, and the require- 
ment has tended to work a hardship on those concerned. The com- 
mittee, therefore, has recommended an amendment to the bill whereby, 
as above indicated, an appropriate certification from designated au- 
thorities in a foreign country could take the place of a legal adjudica- 
tion of insanity in such country for the purpose of admission to the 
hospital. After such admission, appropriate commitment proceed- 
ings could of course be instituted in the District of Columbia if the 
patient does not desire to remain in the hospital as a voluntary patient 
and if the patient’s release would create a danger to him or to others. 
Under the terms of the bill, as under the existing law relating to 
Canada, of course, even a patient legally adjudged insane in a foreign 
country will be entitled on his own request or upon request of any 
relative or friend to have a judicial hearing in the District of Columbia 
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upon his mental condition and upon the right of a superintendent of 
the hospital to hold him for treatment. 

The bill would repeal the act of October 29, 1941 (55 Stat. 756 
which provides for the admission to St. Elizabeths Hospital of insane 
persons belonging to the Foreign Service of the United States. The 
reason for such repeal is that enactment of the bill would make this 
Statute unnecessary. 

The bill as introduced would also have repealed the act of March 2 
1929, already mentioned, relating to the admission to St. Elizabeths 
Hospital of American citizens adjudged insane in Canada. The com- 
mittee amendment would strike out this repealer and thus leave the 
act of Mareh 2, 1929, in foree despite the more inclusive terms of the 
substantive provisions of the bill. The reason for a Nig mabey 
amendment is that the committee has been advised by » Depart- 
ment of State that such ps Mts nts, committed to Car i santa tions, 
are deported by the Canadian Government and delivered direct to 

. Elizabeths Hospital at Canadian expense, and to leave this statute 
in hace would make it clear that there is no intent to affect this 
arrangement. 

CONCLUSIONS 


The committee therefore recommends enactment of the bill, as 
amended. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of i 
House of Representatives, changes in existing law made by the bill, 
introduced, are shown as follows (existing law proposed to be omitte a 


is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman 


Pusiic Law 284, SEVENTY-SEVENTH Cone 


Lh rt ‘ reed / h f th Ne nat an } House of P preseniat of Live ] / i Sila < ot 
{merica in Congress aie /, That, upon the application of the Seereta of 
State, the Federal Security Administrator is author {to admit to Saint Fliza- 
beths Hospital in the District of Cohiombia, for treatment, American citizens ( 
are Foreign Service officers, as defined in section 2 of the \et of Mav 24, 1924 (43 
Stat. 140), as amended by the Act of February 23, 1931 (14638 L207* 22 U.S. 
2 - OE who are clerks i the Foreign Service classifi is pro led in section 1 of 
the Act of February 23, 19351 (46 Stat. 1207: U.S.C. 23 (a)), or who are emplovees 
in the Foreign Service and stationed outside the United States, and who are 
legally adjudged insane in anv foreign country and whose legal residence in one of 
the States, Territories, or the District of Colun hie, it has been imp ble to 
establish. Upon the ascertainment of the legal residence of persons so admitted 


to the hospital, the superintendent of the hospital shall thereupon transfer such 
persons to their respective places of residence, and the « ape nses attendant thereon 
shall be paid from the appropriation for the support of the hospital 

(Upon the request of any such patient, his relatives or friends, he shall have a 
hearing in the District Court of the United States for the District of Columbia 
upon his mental condition and the right of the superintendent of Saint Elizabeths 


Hospital to hold him for treatment.] 


jPusiic Law 935, Seventiera ConGress 


Lh it enacted by the Senate and House of Re presentatives of the United States of 
America in Congress assembled, That upon the application of the Secretary of 
State, the Federal Security Administrator is authorized to transfer to Saint 
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Klizabeths Hospital, in the District of Columbia, for treatment, all American 
citizens legally adjudged insane in the Dominion of Canada, whose legal residence 
in one of States, Territories, or the District of Columbia, it has been impossible 
to establish. Upon the ascertainment of the legal residence of persons so trans- 
ferred to the hospital, the superintendent of the hospital shall thereupon transfer 
such persons to their respective places of residence, and the expenses attendant 


thereon shall be paid from the appropriation for the support of the hospital. 
[Upon the request of any such patient, his relatives or friends, he shall have a 

hearing in the Supreme Court of the District of Columbia upon his mental condi- 

tion and the right of the superintendent of Saint Elizabeths Hospital to hold him 


for treatment j 
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REPORT 


[To ACCOMpPAaNny H. R. 7494] 


Che Committee on Educati Dard labor Lo whom Was rererred tf 
bill (H. R. 7494) to authorize the Commissioner of Edueation to en- 
courage the further development and growth of edueationsl fine arts 


programs in State and land-grant and other accredited nonprofit col- 


leges and universities and in other nenprofit organizations, and f 
other purposes, having considered the same, report favorably h Ol 
with amendments and recommend that the bill as amended do pass 

The amendments are as follows: 

a) Page 1, line 7, beginning with the language ‘‘to make provisions 
for’, strike through line 4, on page 2, and insert im lieu thereof: 
to assist in making arrangements for the publie presentatior Washington, D. ¢ 
of fine arts productions of such colleges and universities and nprofit organiza- 
tions. 

(b) Page a beginning on line 23, strike out all of sectioa 3 

(c) Page 3, line 10, strike out the numeral “4° aad insert in | 


thereof ‘3’. 


PURPOSE OF THI BILI 


The purpose of this bill is to encourage the further de velopn ent and 
crowth of the educational fine arts programs in State and land rrant 
and other accredited colleges and universities and other nonprofit 
organizations by authorizing the Commissioner of Education to assist 
them in making arrangements for presenting fine arts productions in 
Washington, D. C. Such colleges and universities and nonprofit 
organizations have found it practically impossible up to the present 


time to obtain the use of Federal and Distriet of Columbia vovern- 


ment buildings in which to make these presentations The gr est 
difficult, has arisen because there has een no one person ip W ashine- 
ton authorized to arrange for the use of these buildings and carry out 


\ ta 
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the simple but detailed work of making the necessary contacts with 
the various agencies of the Federal Government and the government 
of the District of Columbia in order to arrange for a definite time and 
place to make the presentations. This bill places that authority with 
the Commissioner of Education who will receive the applications 
from these various Institutions and organizations and assist in pro- 
curing a suitable building or buildings for the presentation of these 
programs from the standpoint of proper selection and scheduling. 

The buildings will be made available without charge to any such 
college, university, or nonprofit organization for the presentation of 
fine arts productions. However, in providing suitable space for these 
presentations neither the Federal Government nor the government 
of the District of Columbia shall incur any expenses or assume any 
financial responsibility except those incidental to the furnishing of 
heat, light, and custodial services necessary in connection with these 
productions. 

The fact that this bill facilitates the production of fine arts presenta- 
tions in the Nation’s Capital will undoubtedly have far-reaching 
effects throughout the country on the fine arts programs of our colleges 
and universities because it will create an incentive for teachers and 
students. 

It was pointedly brought out in the Report of the President’s Com- 
mission on Higher Education in December 1947 that American colleges 
and universities need encouragement and incentive to develop their 
fine arts programs which are generally recognized as necessary for a 
full and well-rounded education. The following very significant 
quotation comes from volume 1 of the report of that Commission: 

One of the tasks of American democracy is to heighten and diffuse esthetic 
sensibility and good taste, to make our people sensitive to beauty in all its varied 
forms: in the commodities and services of everyday life, in private and public 
buildings, in community and regional pianning 

The study of the arts in general education should not be directed toward the 
development of creative artists of exceptional gifts, though it may in some instances 
lead to this It should sim at appreciation of the arts as forms of human expres- 
sion, at awakening or intensifving the student's sensitivity to beauty and his 
desire to create beauty in his every dav surroundings, at developing bases for 


" 
diserimination and interpretation, at inducing sympathy with arts and artists and 


active concern for their welfare. Support of the arts can no longer be left to the 
patronage of wealth; active encourarement of artistic expression in its various 
forms must become the responsibility of all citizens. 


There seems to be no doubt to this committee that there is a great 
need in this country for the fresh voices of the young non-New York, 
non-Hollywood people to be heard. But, for them to be heard, they 
must be encouraged. There is a need for these young people to feel 
that the Nation wants to hear about that far greater America of 
their native States and regions, to hear about the legends of their 
past and the hopes they have for the future. With the encourage- 
ment this bill gives the youth from all over the country to be seen 
and heard in the Nation’s Capital there may be uncovered creative 
talents of which our country might welll be proud, and which may 
contribute to a better understanding of our Nation throughout the 
world. 

For the Federal Government to provide the space in public buildings 
i Which these presentations ean be shown is little in comparison to 
the potential benefits that will undoubtedly accrue to our educational 
institutions and to the development of the fine arts that reflect the 
true America. 
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That there has been far too little consideration of the drama pro 
grams of our colleges and universities has been ee out by Dr. 
Francis H. Horn, executive secretary of the de partment of hig 
education of the National Education Association in an articl enti tled 
‘An Edueator Looks at the Drama.’ The folowing. Is 
excerpt from that article: 


It should now be said that the future of the theater in America r 





time squarely upon its shoulders further development of the commu 
theater will in time exert much influence on the whole national theater, especia 

in the creation of an audience; but until the community theater shares 
extensively in the svstematice study of the drama and in the training of peop 
for work in the easton the colleges and universities will have the majo a 
saving the theater. That the professional theater in America needs s y is 
evident from a few statistics. 

In 1900, there were over 5,000 legitimate professional theaters in the | 
States—not counting music halls and opera houses. In 1946, there were 
200, one-sixth of them in New York’s Times Square district Nifty vears ag 
many of these theaters were producing new plays as well as classic plays in reper 


tory. But today we have only the Broadway theater, and its decline is evid 
even to New York plavgoers. In 1927-28, there were 302 Broadway producti 
205 of them new plays, compared to 56 productions in 1949-50, with 18 
plays. The Broadway theater, though probably the best in the world tech: 


I 


and possibly even from the standpoint of acting, has come to such a pass tha 
has been deseribed as ‘‘a vast theatrical lunatic asvium.’”’ There is no need t 
consider the reasons aia the present situation lt is necessary to point out, ho 
ever, that though some eiforte at reform have been initiated, salvation of th 
theater in America does not lie within the Broadway theater The pres 


Broadway theater is unable to reproduce itself; much of its new blood 
come from the college and university theaters 
But their major contribution to the theater is not the young actors and 





) Writers 
and designers that thev send to Broadway It is in their development of a gras 
roots movement, which, with the help of the community theater, and w 
the shot in the arm which ANTA now seems able to give, holds some promis 


of reestablishing a living theater of real vitalits 

\ survey of the college and university theater in 1948-49 that produced o1 
126 replies, from small as well as large institutions, indicated that there h: 
been 1,446 performances of 403 plays, employing Casts or crews in exces 
and plaving before audiences of 1,200,000. This is a considerabl 









dramatic activity. The total in all institutions would be very grea leed 
But the college theaters are failing to rise to their great opportunities I 
are following the Broadway lead too lavishly, they are presenting too few origina 
plavs, and they are doing too little experimental work But these theaters are 
laving the foundations for a truly national theater, returned to the peop 
Through their professional training, thev are contributing to the main ince O 
a high quality theater in New York, they are preparing the increasing numbers 
of teachers of drama and the theater for the schools and eollewes, and they ar 
providing the devoted and energetic spirits who aré developing and staffing thy 
growing numbers of community theaters throughout the countrys B 
responsibility for the theater in America goes much be mynd such prote oO i 
training. ‘Their major responsibilitv, which is shared with the sehoois 
dk velopment of an adult Se ge cag that is familiar with the magnificent ¢ 
heritage in our drama, that has developed a sound critical judgment and 
criminating appreciation of the drama, that has become accustomed to 
going, and, finally, that will demand and support a living theater of high ca 
The theater is a potent educational and cultural force, but in Amer 
denied to the vast majority of our peopl Drama, the harmonizer of 
and perhaps the greatest of the arts, has been shamefuliv neglected. It 
that we recognized its importance to all the people and created the eondit 
in which a great national theater ean floursh. In this challenging tas 


responsibility rests with the schools and colleges. 


Peihaps more than any other city im the country the population o 
ect tation, D.C., is m: ade up of pe Ope from eve ry State i the \ 


most of whom retain an interest in the State 


j Ol eVIon trot whet 
they came. The opportunity for them to see productions of the fine 
arts from the Various colleges and universities of their home States 
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will be enthusiastically welcomed ane will, in turn, provide an in- 
centive to the teachers and students to develop to an even greater 
degree their skills in these arts. In this respect Melvin D. Hildreth, 
executive vice chairman of the National Capitol Sesquicentennial 
Commussion aptly testified before the subcommittee of the Edueation 
and Labor Committee as follows: 

There is a tremendous amount ef interest in the people of the Capital of the 
United States in these cultural developments not only because of the interest of the 
people themselves, but because of our enormous transient population. This has 
become a shrine for the people of the United States and I think one of the most 
inspiring experiences that any of us can have is to follow a family group through 
the Smithsonian or through Mount Vernon and note how seriously they approach 
these shrines. 

You gentlemen can do the same thing by following a crowd through the corridors 
of the Capitol and note these people who come here come as the result of years of 
planning and it is a lifetime experience. 

If we could have this national theater where these groups could come from the 
land-grant colleges of the United States, it would bring into these colleges not only 
the element of achievement in competition, but what [ believe is more important, 
and that is the development of our native writing talent which is fundamental if 
the theater is to survive. 

To the city of Washington are brought the economic, political, and 
social problems of the Nation to be discussed, debated, and con- 
sidered. It seems to the committee quite proper and fitting that in 
this same city should be displayed the skills and talents of our youth 
from every region in the field o7 fine arts. 

A committee amendment was added to the bill striking language 
which would have authorized the Commissioner of Education to make 
provision for bringing to Washington and to other communities in 
the United States fine arts productions of colleges, universities, and 
nonprofit organizations. The committee felt that this bill should be 
limited in scope to providing facilities in the District of Columbia 
and that it should be made clear that the Commissioner of Education 
did not have authority to arrange for transportation or to engage in 
other activities concerning the actual bringing of these groups to 
Washington. The committee substituted language which authorized 
the Commissioner of Education to assist in making arrangements for 
the public presentation in Washington of these fine arts productions. 
The committee believed that by this change in language the Com- 
missioner of Education would have ample authority to do everything 
necessary to aid these groups in locating available space in the city. 

A second amendment struck section 3 from the introduced bill. 
This section would have authorized the Commissioner of Education 
to receive contributions of money, materials, and other property from 
any source to aid in the development of the programs authorized by 
the act. The committee felt that such activity on the part of the 
Cominissioner of Education was unnecessary and that such an authori- 
zation would be burdensome in the carrying out of his regular duties. 
Such activities can be carried out just as adequately by private groups 
without involving the Federal Government. 


RAMSEYER RULE 


The provisions of H. R. 7494 do not specifically amend any partic- 

ar provision of existing law; therefore, it is not necessary to comply 
with the requirements of clause 2a of rule XIII of the Rules of the 
House of Representatives. 
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Mir. CANNON, from the Committee on Appropriations, submitted the 


following 


REPORT 


ITo accompany H. J. Res. 493] 


The Committee on Appropriations, to which was referred the House 
Joint Resolution No. 493, making a supplemental appropriation for 
the Legislative Branch, reports the same to the House with recom- 
mendation that the resolution be passed 

There has been recurring discussion of the method of conducting 
siudies and investigations by the Committee on Appropriations and 
there has been from time to time considerable dissatisfaction expressed. 
\lany worthwhile results have been obtained through former proce- 
dures and it is the considered judgment of many members of the 
Committee that the reductions in the budget— which is the end product 
sought by the Committee no matter what methods may be used—have 
been as much as could have been obtained under any circumstances. 
However, there is an urgent demand for a change in methods and for 
some months various proposals have been considered 

On Nias 15, 1952, the Committee on \Yppropriations udopted Com- 
mittee Resolution No. 10 as follows: 


CoMMITTEE RESOLUTION No. 10 

Resolved, That it shall be the poliey of the Appropriations Committee that the 
programs and budget estimates of each department or agency shall be inspected 
and checked by investigators of the Appropriations Committee each year and the 
appropriate subcommittee may direct the particular phases to which special 


attention shall be given 


’ 


Subsequent to the adoption of this resolution discussions have 


continued among the members of the Committee and it has now been 
determined to provide additional staff to include such investigators, 
analysts, accountants, or other expert personnel as may be necessary, 
and the Committee on Appropriations, on July 2, 1952, adopted 
Committee Resolution No. 11, as follows: 
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Resolved,{ That in order to carry out the polic) established by Committee Resolu 
tion No. 10, by Mr. Whitten, adopted on May 15, 1952, the following procedure 
hereby adopted: 

w ‘There shall be made a continuing chee k, inspection, and investigation of budge 


estimates and programs and related matters of each department and agency, suc} 
reports to be made regularly to the Committee and to the ibeomimittee and 
reports shall be made available to the membership of the Congre as provided 

the fourth paragraph hereof 

The Chairman shall appoint (in addition to sueh number of clerical assistant 
as may be required) not less than 20, and such additiona ibers as may be 
from time to time required, persons with such qualifications as investigators 
analysts, ete., as he may deem appropriate to conduet ichic mh igations al 

rveys in accordance with the provisions of this resolutior 

The Chairman shall assign such employees to make such additional investiga 
tions, studies, and surveys for each subcommittee as may be requested to mec 
the wishes of such subcommittee and under the direetion of suc ubeommitter 

Written reports of all such investigations, studies, and survevs conducted 


during each year shall be made to the appropriate subcominittee by the 3d da 

{ January each vear, but special written reports May be made fro! tiime to time 
as may be necessary to advise the subcommittee as to matters requiring earl) 
attention. Such subcommittee shall publish such factual information contained 


} 


in such reports as may be made public compatibly with the national interest and 
security as soon as may be practicable for use of the membership of the House 

The Ranking Minority Member of each subcommittee, with the approval of 
Chairman of the Committee, is authorized to appoint an employee at a basic 
salary of $2,400 per annum, 

The Chairman is authorized and directed to introduce, and seek immediate 
enactment thereof, a joint resolution appropriating the sum of $500,000 for the 
fiscal vear 1953 for the purposes of this resolution. 

A Director of Studies and Investigations has already been appointed 
and will proceed immediately to recruit the necessary personnel. He 
will consult with the various subcommittees, find out what their 
desires are, and make every effort to furnish such information and 
assistance as they may wish. 

During the past few years the Members of the House have been 
invited repeatedly to inform the Committee on \ppropriations as to 
any matters which they thought should be made the subject. of 
inquiry and many helpful suggestions have been received. Each 
of these has rece ‘ived careful attention and every ef] ‘ome has been made 
io secure full information with respect thereto. The Committee will 
be pleased to receive any information which comes to the attention of 
any Member of the House and will give it the most careful review and 
conduct any investigation which appears necessary. 

It is impossib le to estimate accurate ly the cost of the new servic 
lt is planned to employ not less than 20 carefully selected experts 
unmediately and to add to this number just as rapidly as their servic 
are required to meet the demands of the subcommittees. ‘Che Com 
mittee recommends the appropriation of $500,000 in the accompanying 
joint resolution to be added to $250,000 included in the Legislative 
Appropriation Act for 1953, a large part of which is already com- 
mitted for other work now under way. It appears now that this 
amount should be sufficient for the fiscal year but the Committee 
desires to reserve the privilege of asking the House to approve addi- 
tional funds if it is found that all requirements cannot be met within 
the amount provided. 
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Mr. Manvpen, from the Select Committee to Conduct an Investiga- 
tion and Study of the Facts, Evidence, and Circumstances of the 
Katyn Forest Massacre, submitted the following 


INTERIM REPORT 


[Pursuant to H. Res. 390 and H. Res. 539] 


I. InrTRopDvcTION 


A. CREATION AND PURPOSE OF SELECT COMMITTEE TO INVESTIGATE 
KATYN FOREST MASSACRE 


On September 18, 1951, the House of Representatives unanimously 
adopted House Resolution 390. This resolution provided for the 
establishment of a select committee of Congress and authorized it to 
conduct a full and complete investigation concerning an international 
crime committed against soldiers and citizens of Poland at the be- 
ginning of World War II. This committee was given the responsi- 
bility to record evidence, take testimony, and study all facts and ex- 
tenuating circumstances pertaining directly or indirectly to the bar- 
barous massacre of thousands of Polish Army officers and civilian 
leaders buried in mass graves in the Katyn Forest on the banks of the 
Dnieper in the vicinity of Smolensk, U.S. S. R. 


B. ORGANIZATION OF THE COMMITTEE 


The Speaker of the House of Representatives appointed the follow- 
ing members to this committee: Ray J. Madden (Democrat) Indiana, 
chairman; Daniel J. Flood (Democrat) Pennsylvania; Foster Furcolo 
(Democrat), Massachusetts; Thaddeus M. Machrowicz (Democrat), 
Michigan; George A. Dondero (Republican), Michigan; Alvin EF, 
O’Konski (Republican), Wisconsin; and Timothy P. Sheehan (Re- 
publican), Illinois. The committee selected John J. Mitchell for 
counsel, Roman C. Pucinski as investigator, and Barbara Booke as 
secretary. 
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Cc. PROCEDURE 


This committee was confronted with the difficult task of determining 
whether the Germans or the Soviets were responsible for this colossal 
crime. Both countries had accused each other. 

The task assigned this committee is without precedent in the 
history of the United States House of Representatives. But likewise 
without precedent is the fact that never before in the history of the 
world have two nations accused each other of such an atrocious crime 
with the identity of the nation actually guilty never having been 
sulliciently established. 

Until the creation of this committee, this crime was destined to 
remain an international mystery and the conscience of the world could 
never have rested. 

Fully aware then that this was the first neutral committee ever 
officially authorized by any government to investigate the Katyn 
massacre, this committee divided its investigation into two phases: 


(1) Assemble evidence which would determine the guilt of the 
country responsible for the mass murder of these Polish Army 
officers and intellectuals in the Katyn Forest. 


(2) Establish why the Katyn massacre with all of its ramifica- 
tions never was adequately revealed to the American people and 
to the rest of the world. The committee likewise included in 
this phase an effort to determine why this crime was not adjudi- 
cated at the Nuremberg trials—where it should have been settled 
in the first instance if the Germans were guilty. 


It was unanimously agreed by the committee that phase I of the 
investigation would be undertaken first and this iterim report will 
include an analysis only of this phase. Testimony heard thus far 
has of necessity touched on phase IT but additional study will be re- 
quired before any conclusions can be reached. 

This committee, for instance, heard testimony which clearly indi- 
cates certain reports and records relating to this massacre which were 
compiled by American observers had either disappeered or had been 
misplaced. What effect, if any, these reports might have had on this 
country’s postwar foreign policy if the missing reports had been known 
and properly evaluated by all top level United States agencies will be 
the subject of subsequent hearings. The committce’s conclusions on 
phase II will be incorporated in its final report. 


D. HEARINGS 


The committee’s first public hearing was held in Washington on 
October 11, 1951. It heard the testimony of Lt. Col. Donald B. 
Stewart, a United States Army oflicer, who as a German prisoner of 
war, was taken by the Germans to view the mass graves at Katyn 
in May, 1943. (See pt. I of the committee’s published hearings.) 

The next set of hearings was held in Washington on February 4, 5, 
6, and 7, 1952. Seven witnesses appeared and rendered an account 
of their knowledge relating to the Katyn massacre. (See pt. Il of 
the published hearings.) 

In Chicago on March 13, 14, 1952, eight other witnesses were heard 
by this committee. (See pt. IIT of the published hearings.) 

In London on April 16, 17, 18 and 19, 1952, 29 witnesses were heard, 
(See pt. LV of the published hearings.) 
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In Frankfurt, Germany, on April 21, 22, 23, 24 


, 20, and 26, 1952, 
27 witnesses were heard. (See pt. V of the pub lished hearings.) 

In Berlin, Germany, on April 25, a cahisaninaittinn heard testimony 
from members of the German Commission on Human Rights and 
received approximately 100 depositions which had been taken by that 
organization. 

In Naples, Italy, on April 27, testimony of Dr. Palmieri was heard. 

In Washington on June 3 and 4, 1952, testimony was heard from 
five witnesses. 

In the course of the hearings held by this committee to date, testi- 
mony has been taken from a total of 81 witnesses; 183 exhibits have 
been studied and made part of the record, and more than 100 deposi- 
tions were taken from witnesses who could not appear at the hearings. 
In addition, the committee staff has questioned more than 200 other 
individuals who offered to appear as witnesses but whose information 
was mostly of a corroborating nature. 


E. LETTERS OF INVITATION 


The committee unanimously agreed that in order to make this a 
full, fair, and impartial investigation, it would be willing to hear any 
individual, organization, or government having possession of factual 
evidence or information pertaining to the Katyn massacre. 

Letters of invitation were forwarded to the Government of the 
U.S.S. R., the Polish Government in Warsaw, the Polish Government- 
in-Exile in London, and the German Federal Republic. The German 
Federal Republic and the Polish Government-in-Exile accepted the 
invitation. 

The Soviet Government rejected the invitation of the committee 
with the statement that a Special Soviet Commission (composed of all 
Russian citizens) had thoroughly investigated the Katyn massacre 
in January 1944 and cor iseque ntly there was no need for reopening 
the issue. However, the Soviet Government did attach to their 
reply the special commission’s report and it later was made part of the 
permanent record of this committee. (See pp. 223 through 247, pt. 
IIT of the published hearings.) 

The Polish Government in Warsaw transmitted to the American 
Embassy a note likewise rejecting the committee’s invitation, part of 
which is quoted as follows: 

The attitude of the Polish Gover ment re the activities of this committee was 
expressed in the declaration of the Polish Government published on March 1 
1952, and the Polish Government does not intend to return to this matter again. 

The entire note may be found on page 504 of part IV of the public 
hearings of this committee. 

The attitude of the Polish Government as quoted above was 
revealed by the vicious propaganda blast issued in the form of ¢ 
press release and circulated to all newspaper correspondents by as 
Polish Embassy in Washington. The chairman of the committee 
published this press release in its entirety in the Congressional Record 
on March 11, 1952, and called upon the Secretary of State to take 
prompt action relative to the propaganda activities of the Polish 
Embassy here in Washington. The Secretary of State on March 20, 
1952, delivered a stern reprimand to the Polish Embassy regarding 
such press releases and greatly restricted its activities in this field. 


, 
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F. HOUSE RESOLUTION 5389 


The first two series of hearings definitely established in the minds 
of this committee that it would be impossible to conduct a thorough 
investigation without obtaining the testimony of available witnesses 
in Europe. Consequently, the committee went before the House of 
Representatives on March 11, 1952, with House Resolution 539 which 
amended the original, House Resolution 390, and requested permission 
to take testimony from individuals and governments abroad. The 
House approved House Resolution 539 on March 11, 1952. 


G. FINDINGS 


This committee unanimously agrees that evidence dealing with the 
first phase of its investigation proves conclusively and irrevocably 
the Soviet NKVD (Peoples’ Commissariat of Internal Affairs) com- 
mitted the massacre of Polish Army officers in the Katyn Forest near 
Smolensk, Russia, not later than the spring of 1940. 

This committee further concludes that the Soviets had plotted 
this criminal extermination of Poland’s intellectual leadership as 
early as the fall of 1939—shortly after Russia’s treacherous invasion 
of the Polish nation’s borders. There can be no doubt this massacre 
was a calculated plot to eliminate all Polish leaders who subsequently 
would have opposed the Soviets’ plans for communizing Poland. 

In the course of its investigation, this committee has observed a 
striking similarity between what happened to the Polish officers in 
Katyn and the events now taking place in Korea. We unanimously 
agree that this committee would be remiss in its duty to the American 
people and the free people of the world if it failed to point out that 
the identical evasions by the Soviets to the Polish Government while 
the Poles were searching for their 15,000 missing officers in 1941, 
appear again in the delaying tactics now being used by the Com- 
munists in Korea. 

This committee feels that Katyn may well have been a blueprint 
for Korea. Just as the Soviets failed for almost 2 years to account for 
the missing Polish officers, so to this day the Communists in Korea 
have failed to account for many thousands of captured United Nations 
soldiers. Among these are 8,000 Americans whom General Ridgway 
described as atrocity victims in his report to the United Nations last 
July, and the estimated 60,000 South Koreans still unaccounted for. 

The Communists’ delaying tactics in the Korean peace talks today 
may be from the same cloth as the nebulous replies received from the 
Soviets by the Poles in 1941-42 while they searched for their missing 
officers. 

II. SraremMeNT oF Hisroricau Facts 


On September 1, 1939 Germany declared war on Poland and con- 
sequently World War IJ began. 

On September 13, 1939 the Polish Ambassador in Moscow was 
handed a note by the Soviet Government which stated that the 
Soviet Government was no longer in a position to remain neutral 
and that the Soviet Government had given orders to the supreme 
commander of the Red army to close the frontier of the Polish 
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Republic. This note was without provecation and terminated the 
Soviet-Polish Treaty of Nonaggression. 

Then on September 17, 1939, the Sovie ts crosse d the Polish border 
and, under the guise of coming to the Poles’ assistance, occupied the 
‘astern part of Poland. 

On September 28, 1939, the German-Sovict Boundary and Friend- 
ship Treaty (commonly known as the Ribbentrop- Molotov Pact) 
was announced to the world. Under this treaty Poland was divided— 
with Germany taking 72,806 miles, population 22 million; the U.S 
S. R. taking 77,620 square miles, population 13 million. 

From September 1939 through March 1940 a deliberate well- 
organized plan was executed by the NKVD to separate Polish 
Army officers and intellectual leaders from the mass . of other Polish 
prisoners and the placing of those selected in three camps in Soviet 
Russia, namely, Kozielsk, Starobielsk and Ostashkoy. 

On June 22, 1941, the Germans attacked the U. 5.5. RR. On July 


1941, the U.S. 8S. R. and Poland signed an agreement renewing 
diplomatic relations. Under this agreement, all Poles interned in 
Soviet prison camps within the territory of the U.S. 5. R. were to be 
released by the Soviets. The same agreement provided for the forma- 
tion of a Polish Army whose commander was to be appointed by the 
Polish Government-in-Exile in London. 

On August 14, 1941, the Polish-U. 5.8. R. military pact was signed. 

On August 16, 1941, General Anders began his fruitless search for 
the missing Polish officers. 

On April 13, 1943, the Germans announced tie discovery of the mess 


graves at Katyn Forest in Russia containin: x be aie 's of Po! ish Army 
officers, intelligentsia, Government officials, and ¢ tev. 
On April 15, 1943, the Polish Government-in -{xile in London 


appealed to the International Committees of the Red Cross to send a 
delegation to investigate on the spot the true state of affairs at the 
Katyn Forest, near Smolensk, Russia. 

On April 25, 1943, V. M. Molotov, the Peopie’s Commissar for 
Foreign Affairs of the U.S. 8. R. sent a note to Mr. T. Romer, E volish 
Ambassador to the U. 5.5. R. Ambassador Romer refused to accept 
the note. 

On April 26, 1943, the U.S. S. R. scvered diplomatic relations with 
Poland because Poland had approached the Inte ‘raational C cmngnities 
of the Red Cross to conduct a neutral investigation. 

On April 30, 1943, a medical commission of leading representatives 
of medical jurisprudence and criminology from 12 European univer: 
ties and neutral countries, selected by the Germans, signed a protec 7 
establishing these Polish officers were massacred in the spring of 1940. 

On January 24, 1944, the Soviet Special Commission To lavestigate 
the Katyn Massacre released its own report stating that the Nazi 
Germans had committed the atrocity after the Poles fell captive to 
the Nazis in July-August 1941. 

On July 1 and 2, 1946, the International Military Tribunal at 
Nuremberg heard testimony from both German and Russian wit- 
nesses concerning the Katyn massacre. No decision as to guilt was 
announced by the tribunal. 











6 THE KATYN FOREST MASSACRE 


Ill. Testimony or Survivors or Tue Tauren Camps 


Thousands of Poles were taken prisoners by the Soviet after 
its invasion of Poland in September 1939. These prisoners were 
grouped in some hundred-odd camps in Poland’s eastern territories 
and the western provinces of the Soviet territory. However, three of 
these camps were especially designated for the confinement of Polish 
officers, lawyers, doctors, clergy, professionals, government officials, 
and intellectual leaders—most of whom were reserve officers in the 
Polish Army. 

These camps and the number of Polish prisoners interned in each 
are as follows: Kozielsk, located east of Smolensk, imprisoned 5,000; 
Starobielsk, near Kharkov, held 4,000 Polish officers; and Ostashkov, 
near Kalinin, where 6,400 Poles were interned. 

The committee heard testimony from 26 Polish officers who had 
originally been interned in one of these three camps. Their testimony 
revealed that— 

(1) A deliberate effort has been made by the Soviets to segregate 
the officers into groups. The majority of higher ranking Polish 
military oflicers were interned along with hundreds of Polish doctors— 
all army reservists—in Kozielsk. Noncommissioned officers and 
Poland’s peacetime political and educational leaders—also reservists— 
were interned in Starobielsk. And, finally, Poland’s frontier guards, 
home police and public officials of eastern Poland were interned in 
Ostashkov. Religious leaders were interned in all three camps. 

(2) There is general agreement that these special prisoners in the 
three camps totaled about 15,400. They comprised the elite of the 
Polish military and civilian leaders. 

(3) This NKVD action was a planned, well-conceived, and highly 
organized separation of the Polish intelligentsia to pick out potential 
leaders of Poland after the war. 

(4) These were not ordinary prisoner-of-war camps, but installa- 
tions heavily guarded by the select NK VD, as contrasted to ordinary 
Soviet prisoner-of-war camps which were guarded by ordinary Russian 
soldiers. 

(5) These prisoners remained at the three camps from September- 
October 1939, until April-May 1940. 


Interrogation of prisoners 


(6) This 6-months’ internment was meant as a period of political 
investigation and observation. Each prisoner was examined ex- 
haustively and in each instance several times—mostly during the 
night, with some interviews lasting several hours. 

(a2) The NKVD placed great emphasis on the social origin, political 
views, party adherances, professional qualifications and in particular— 
if the prisoner had participated in Poland’s successful defeat of the 
Bolsheviks in 1920. 

(6) During the long and exhausing interrogations, discussions were 
held on the subject of war, its reasons and probable outcome, the 
attitude of the prisoner toward Russia and particularly his knowl- 
edge of the Soviet Union. 

(7) It is obvious to the committee from this line of questioning 
and from the conclusions of the witnesses that the Soviets were trying 
to determine if any of these prisoners eventually could*be converted 
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to communism. Evidence clearly established that from this entire 
group of Poles interned at the three camps, only six subsequently 
joined Soviet forces. 

(8) About March 1940, the interrogations were completed and it 
was announced almost simultaneously in Koziclsk, Ostashkov, and 
Starobielsk the camps would shortly be liquidated. Rumors began 
to circulate in the camp that the prisoners would be sent home. 
According to testimony presented to this committee by witnesses 
both in America and Europe, the camp authorities, when speaking 
to the prisoners, encouraged these rumors. 

During evacuation of the 3 camps, groups of 200 to 300 Poles left 
each day, sometimes every second day and sometimes every third day. 

(9) The evacuation continued in the three camps until the middle 
of May 1940. From among this entire group of 15,400 Poles interned 
in the 3 camps only 400 survived. These were taken to another 
NKVD camp at P avlishev-Bor where the Soviets continued question- 
ing them in hopes of converting them to communism. 

(a) Apart from this small group of 400 Poles who survived (listed 
in exhibit 2, part 1V of the published hearings), the world has never 
heard from a single other Pole who was interned in these camps 
between the period September-October 1939, and April-May 1940. 

(b) The Polish Government-in-exile and relatives who subsequently 
fled from Communist Poland have tirelessly searched for these missing 
men for 12 years. In not a single instance have any of these prisoners 
been heard from or seen since May 1940, except the 4,143 identified in 
the mass graves of Katyn. 

(c) In October of 1940, when the Soviets began to fear an assault 
by the Nazis, certain members of this group of 400 survivors were 
asked to form a staff for a proposed Polish Army in Russia. It was 
apparent this group did not have enough qualified men for such a 
staff. One witness testified in London that he asked the Soviet 
Minister of State Security Mirkulow why the Russians didn’t select 
this staff from among those Poles evacuated from Kozielsk, Starobielsk 
and Ostashkov. Mirkulow replied: “We have committed an error. 
These men are not available. We will give you others.” This statement 
was made by Mirkulow 6 months after the Russians evacuated the 
three camps. (See p. 553, vol. LV of the published hearings.) 


Russ admit the ir “blund: ry”? 


(d) This same witness related similar statements made by Soviet 
Minister Beria of the NKVD to Lieutenant Colonel Berling, one 
of the six Poles who turned traitor and joined the Soviet forces in 
1941. Berling likewise asked Beria in October of 1940, why the 
Soviets didn’t enlist the officers from these camps . the proposed 
Polish Army. Beria replied: “We have committed a great blunder. 
We have made a great mistake.” (See p. 554, vol. IV of the published 
hearings. ) 

(10) All correspondence from those interned in the three camps 
ended May 1940. 

(a) While interned at Pavlishev-Bor, the 400 survivors continued 
to correspond with their families in Poland and those testifying before 
this committee said they received countless inquiries regarding ‘the fate 
of their compatriots who were previously interned in the three camps. 
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(6) A Special Family Bureau established by the Poles in Russia 
following the rapprochement of 1941 received thousands of inquiries 
regarding the missing officers. In not a single instant was it reported 
that any news of these officers was received in Poland subsequent to 
May 1940. 

(11) Only those Poles interned at Kozielsk were massacred in the 
Katyn Forest. 

(a) Numerous survivors of the Kozielsk camp testified they saw 
inseriptions written by those who departed earlier: “We are being un- 
loaded in Gniezdovo.”’ This rail station is 12 miles west of Smolensk 
and 2 miles from Katyn Forest. 

(6) One of the survivors from Kozielsk who was actually taken to 
Gniezdovo and then spared in the last moment said he saw NKVD 
guards with fixed bayonets guarding the Poles while they were being 
removed from the train into lorries which had backed up to the train. 

The prisoners were asked to go into the autobus, and not stopping on the 
ground, but just to go from the railroad wagon immediately into the back door of 
the autobus. The autobus was of quite an ordinary type. The windows were 
painted, or rather smeared with some white color—I imagine it was just smeared 
with lime—and the autobus took about 30 people. Then it went away, and re- 
turned after more or less haf an hour—I cannot tell exactly, because I had no 
watch with me, but about half an hour—take the next party and this proceeded 
forsome hours. * * *’ (See p. 606, vol. IV of the published hearings.) 

It is significant to note that this witness mentions that the NK VD 
had guarded the Polish officers being removed from the train and 
that the NKVD were armed with fixed bayonets. Testimony pre- 
sented to this committee by doctors who had performed autopsies on 
the bodies of the massacred Poles found iu Katvn, was conclusive that 
besides the bullet hole shown in the head which was the cause of 
death of most of these men, there were some who showed signs of 
bayoneting. Dr. Miloslavich testified in Chicago that the bayonet 
wounds were of the four-bladed type which are used exclusively by 
the Soviets. 

(c) The last entry in the diary found on the massacred body of 
Maj. Adam Solski in the Katyn Forest, dated April 8, 1940, stated: 

From 12 noon we are standing at Smolensk on a railway siding. 

April 9, 1940, a few minutes before 5 in the morning reveille in the prison cars 


and preparation for departure, * * * We are to go somewhere by car, and 
what then? 


April 9, 1940, 5 a. m. 

April 9, 1940. From the very dawn, the day started somewhat peculiarly. 
Departure by prison van in little cells (terrible); they brought us somewhere into 
the woods—some kind of summer resort, Here a detailed search. They took 
the watch, on which time was 6:30 a. m. (8:30), asked me for my wedding ring, 
which they took, roubles, my main belt, and pocket knife. 

The diary ends there. It is included in the transcript of the com- 
mittee’s hearings in London as exhibit 28 (pp. 726 to 731, pt. IV). 
This diary was brought to the committee’s attention by General Bor- 
Komorowski, who testified in London, and by other witnesses pre- 
viously heard in Washington and Chicago. 

(12) Prisoners evacuated from Starobielsk testified they also saw 
inscriptions in train prison cars but in this case they stated: ‘We are 
being removed or unloaded in Kharkov.” (See p. 525, pt IV.) 
ws 13) The trail of prisoners evacuated from Ostashkov ends at 

lasma. 
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Routes TAKEN BY POLISH PRISONERS OF WAR EvacvuatTEep FroM THE THREE 
Camps: KozietsK, OsSTASHKOV, AND STAROBLIELSK DURING THE SPRING OF 
1940 Waite THE TERRITORY Stitt Was 1n Soviet HAanpDs 


LEGEND 
eee mice The route of the murdered Polish officers subsequently found buried in the mass 
graves at Katyn. 
Probable route of those missing but not found at Katyn. 


ep> ee Route of the 400 Polish officers who survived. 


Route of these 400 survivors when they eventually were released by the Soviet 
—_ and permitted to join the Polish Army in Russia in 1941, 
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(a) Zygmunt Luszezynski, of London, testified that after he was 
evacuated from Ostashkov on April 24, 1940, his train composed of 
seven cars, stopped at Wiasma. He stated: 

Ve were taken from Ostashkov to Wiasma, where we remained at the siding for 
3 days; then six of the seven cars were disconnected and they went in some other 
direction, and the car in which I was present was taken to Babynino. (en route 
to Pavlishev Bor.) (See p. 614, part IV). 

(6) Other testimony strongly supports the theory that the Ostash- 
kov prisoners were drowned in the White Sea. 

(c) Adam Moszynski, himself a former prisoner at Starobielsk, 
author of the most authentic list of names of prisoners interned in 
the three camps (See exhibit 5A in the appendix of part I11) testified: 

T am sure there are three Katyns in the world. One Katyn is in the Katyn 
Torest, near Gniezdovo (Smolensk); the second Katyn, of Starobielsk, could be 
near Kharkov, and the prisoners of Ostashkov, near the White Sea. * 

To the best of my knowledge, based on considerable research on the subject, 
the prisoners in Ostashkov were placed on two very old barges, and when the 
barges were towed out to sea they were destroyed by Russian artillery fire, 

(14) Col. George Grobicki, who had been interned in Kozielsk, 
testified that: 

Everybody was dressed when leaving the camp just as he was when taken 
prisoner. Most of the people were in overcoats when they left the camps. 

This testimony corroborates to a great extent the testimony of 
numerous witnesses who had actually been taken to the scene of the 
graves and who had observed that most of the bodies of the massacred 
Polish officers were buried either wearing overcoats or winter under- 
wear. 

Grobicki’s testimony becomes very pertinent when we recall that 
in the Soviet countercharge accusing the Nazis for this crime, Russian 
witnesses claim these prisoners were executed by the Germans as 
early as August of 1941. This committee considers it doubtful the 
victims would be wearing winter garb in August. 

(15) Even more startling was Grobicki’s testimony that when he 
read the list of Poles being removed from the graves in Katyn pub- 
lished by the Germans shortly after the discovery of the graves in 
1943, he noted that these bodies were being exhumed in the same 
group formations as they were when evacuated from Kozielsk. It is 
difficult to accept the theory that these men who allegedly left 
Kozielsk in April of 1940, to be assigned to special work units west of 
Smolensk by the Russians, should remain in the identical groupings 
until 1941 when they were allegedly murdered by the Germans. 

(16) This committee has tried to establish how the 400 who sur- 
vived from the three camps were selected. General Wolkowicki, 
testifying in London, said he believed he was spared because prior to 
Poland’s rebirth, following World War I, he was a Russian Naval 
officer who won distinction in the Russo-Japanese War. 

I was the only officer who opposed the surrender of (this Russian) ship, and that 
is why their attitude toward me was one of considerable interest. (See p. 645, 
pt. IV.) 

(A) General Wolkowicki showed this committee an immunization 
card given to him by the Russians while he was interned at Kozielsk. 
He testified hundreds of similar cards subsequently were found on the 
the bodies of Poles exhumed in Katyn. (See exhibit 17, pt. 1V.) 

This committee considers itself fortunate in getting the testimony 
of the above-mentioned witnesses who constitute only a small group 














THE KATYN FOREST MASSACRE 


of the 400 survivors taken to Griazovec by the Soviets in June 1940, 
and who remained there until they were released on July 30, 1941, to 
join the Polish Army. Their testimony has been instrumental toward 
helping this committee arrive at a conclusion. 


TV. Searcu ror tHe Missine PouisnH OFrFricers 


Having established that approximately 15,400 Polish officers and 


leaders had been imprisoned in these three major camps and that 
after June 1940, only 400 were known to be alive, the next major 
trend of the committee’s evidence deals with the efforts of the Polish 
Government-in-Exile in London to find traces of the missing Polish 
officers from August 1941, through the entire year of 1942. This 
official Polish search resulted from one of the quirks of history: 


Nazi Germany and Soviet Russia had been allies from August 
1939, and particularly during the fourth dismemberment of Po- 
land. In mid-June 1941, this unholy totalitarian alliance fell 
apart when Hitler’s legions swept across the Russian boundaries 
to overwhelm the Russian armies. Within 2 months the Nazis 
had driven into the Ukraine past the area of Smolensk. 

Following the Germans’ attack and their overwhelming mili- 
tary victories, which were driving the Russians into dangerous 
retreats, the Soviet leaders were temporarily desirous of securing 
military aid from anywhere and anybody. As part of the 
Kremlin’s negotiations with the British Government, the Soviets 
recognized the Polish Government-in-Exile in London. 

The Soviets and the Polish Government entered into an agreement 


in July 1941, whereby all the Polish prisoners in Russia, except ack- 
nowledged criminals, were to be granted an amnesty by the Soviets 
and be transferred to specially designated camps where they would 
be organized into Polish army divisions under Polish officers. It was 
expected that this reborn Polish Army would join Russian armies in 
their fight against the Nazis. As part of this oflicial arrangement, 
General Wladislaw Anders, who was at that time a prisoner in the 
Lubianka prison in Moscow, was accepted by the Russians as com- 
manding general of the proposed Polish armed forces. 


Anders sees Stalin 


When he was released, General Anders immediately sought to col- 


lect as his staff officers those men whom he personally knew had been 
captured by the Soviets. Shortly after the arrangement between 
the Soviets and the Poles and the appointment of General Anders as 
Polish commander-in-chief, small groups of Polish soldiers from 
Griazoviee and other prison camps joined the Anders command. 
Only 400 of the officers reporting had been numbered among the 
15,460 men who had been at Kozielsk, Starobielsk, and Ostashkov 
prior to May 1940. Very few of these men were the staff officers 
whom Anders knew personally and whom he needed. Where were 
the other 15,000 Polish leaders? From then until the summer of 
1942 when General Anders commenced to move his Polish troops 
out of Russia into the Middle East he continued his search for these 
officers. Repeated requests, personal and official, were made to the 
Russian general staff, to the Russian foreign office and even to the 
NKVD, for information about these missing officers. 
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General Anders in addition to making official representations to 
the Russian Government authorized one of his officers, Maj. Josef 
Czapski, to make a search for these officers throughout Soviet prisons. 
General Anders also secured an interview with Premier Stalin in 
December 1941. 

At this meeting, General Anders accompanied the head of the Polish 
Government-in-Exile, General Sikorski, and the Polish Ambassador 
in Moscow, Mr. Kot. Stalin personally was asked about these 
missing Polish officers. ‘The Soviet Premier insisted he was not 
detaining them nor did he have them. 

Ger -ral Anders testified in London before this committee: 

We inquired, ‘‘Well, where could they have gone?” To this Stalin replied, 
“They escaped.” We asked, “Where could they have escaped?” And Stalin 
replied, ‘To Manchuria.” I said that this was impossible. 

Anders had a second meeting with Stalin at the Kremlin in Moscow 
on the 18th of March 1942. At this meeting with Stalin, Anders pre- 
sented him with a list of missing Polish officers and to!d’ Stalin that 
none of the officers had as yet reported to the Polish Army. 

Stalin replied: “Well, what good would they be to us? Why would we 
want to be keeping them or retaining them?’ At this same meeting 
Stalin hinted that maybe the Polish officers had fled and become 
separated when the Germans invaded Russia. 

It is noteworthy, however, when a committee member explicitly 
asked whether any Russian official at any time said that the Polish 
officers might have become German prisoners, General Anders re- 
plied: ‘‘Never.”’ Anders testified: 

This to us was one of the most disturbing factors because we knew that the 
Bolsheviks had made very long and lengthy and complete lists of all their prisoners. 

General Anders’ testimony about his discussions with the highest 
Soviet officials regarding the missing Polish officers was independently 
verified by the testimony of Ambassador Stanislaus Kot, the first 
Polish Ambassador to Moscow under the new arrangement of July 
1941, 

Vish insky and A folotov que stioned 


Testifying in London, Kot said from the 20th of September 1941, 
until his departure from Moscow in the fall of 1942, he (Kot) made 
repeated inquiries to all levels of Soviet officialdom, to the NKVD, to 
Vishinsky, to Molotov, and even to Stalin, himself, for information 
regarding these missing Polish officers. The incident of the conference 
between Kot and Deputy Foreign Minister Vishinsky on October 6, 
1940, was characteristic of these meetings. 

Kot complained to Vishinsky that only 2,000 Polish officers of an 
estimated 9,500 whose names were known to the Poles had reappeared 
among the Polish forces. Kot asked Vishinsky what had happened 
to the other officers, saying: 

We have been making constant effort to find those people. We have searched 
for these men in the German prison camps in occupied Poland, LTvery place 
where they could conceivably have been found. 

Kot said that he did not see how thousands of men could disappear. 
Vishinsky never answered the question but parried it with a con- 
fused: “Well, what do you think happened to these men?” Subse- 
quently, Vishinsky stated: ‘They must. be among the 300,000 Polish 
nationalists who have already been freed.” 
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When Kot discussed the same question with Soviet Foreign Minister 

Molotov, on October 22, 1941, Molotov put him off with the statement: 
We will try to do everything possible. 


Similarly, during the meeting with Stalin on November 14, 1941, 
when Kot emphasized the anxiety of the Poles regarding the missing 
officers, Stalin at first asked: ‘‘Are there still some Poles not released?” 
And stated: 

Amnesty knows no exceptions. We released all, even those people who were 
sent to * * * destroy bridges and kill Soviet people, even those people 
were released by us. 

It is worth noting that Stalin’s ¢ategorical assertion was made 
several months after the Germans had overrun the Smolensk area; 
and still the Soviet leaders gave no indication that they even thought 
the Polish officers might have been captured by the Germans. 

The diplomatic memoranda of the conversations between General 
Anders and Ambassador Kot with Molotov, Vishinsky, and Stalin are 
part of the committee’s record. ‘They reveal any number of fictitious 
Soviet reasons why the Polish officers had not been located. Never 
once did these high Soviet officials, nor did any other Communist 
official of a high or low echelon, indicate to any of the Poles that those 
Polish prisoners of war might have been captured by the Germans. 

It has been established by the record that the Polish Government 
in London employed its underground in Poland to check German 
prisoner-of-war camps to discover if any of these Russian-captured 
Poles might have been recaptured by the Germans. ‘These efforts 
like the negotiations in Russia, ended in negative results. 

It was not until the Germans announced the discovery of the 
Katyn graves on April 13, 1943, that the Soviets first claimed these 
Polish prisoners had been moved into the Smolensk area in the spring 
of 1940. This evidence proves that the Soviet Government either 
was lying to the Poles during 1941 and 1942, when the Kremlin leaders 
said that they did not know where the prisoners of war might be, or 
else the Soviets were lying in their 1943 and 1944 reports, when they 
claimed the Poles had been moved to the Smolensk area in the spring 
of 1940 and subsequently captured by the Germans in 1941. 


All letters returned 


The committee has testimony from a Special Family Bureau which 
had been established by the Polish Government in Gangi Gul, lussia, 
to try to trace the missing Polish officers. 

Major General Kaczkowski and Capt Eugene Lubomirski, Directors 
of this Family Bureau, testified in London that they personally had 
examined hundreds, virtually thousands of letters from relatives in 
Poland, inquiring about these missing officers. In every instance, 
they testified, each of the letters and postal cards had stated that the 
last time the families heard from the Polish officers was in April and 
May of 1940. 

These witnesses further testified that they had personally examined 
hundreds of letters addressed by the families to the prisoners interned 
in these three camps subsequent to May 1940, and all of those letters 
were returned by the Russian authorities with the inscription that the 
whereabouts of these Polish officers were unknown. 

It is inconceivable that the highly developed bureaurcacy of the 
Soviets would have permitted the NKVD to lose complete trace of so 
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potent a force as these 15,000 “lish officers after they had left the 
three camps in the Spring of 1940. (See testimony starting on p. 
628, pt. IV.) 

All of the foregoing testimony which the committee has heard from 
Anders, Kot, and Czapski was reported to the American colonel, 
Henry I. Szymanski, when he was assistant United States military 
attaché at Cairo, Egypt. Szymanski testified that he was assigned 
in March of 1942 to be United States liaison officer with the Poles in 
Russia, but that he was never granted a visa to enter Russia. 

Szymanski’s specific assignment was to ascertain what had happened 
to the Polish officers in Russia, because the United States considered 
these Polish officers essential to the Allied war effort. Consequently, 
Szymanski met with all the high-ranking Polish officer survivors as 
they came out of Russia during the latter part of 1942 and 1943, and 
he reported all of the foregoing testimony to the Assistant Chief of 
Staff for G-2. 

During the 22 month effort by the Poles to locate their missing 
officers, General Anders with his staff had carefully commenced pre- 
paring a list of names of those who were interned in the three camps. 
This list was prepared on the basis of information supplied General 
Anders by the 400 survivors who were grouped at Griazoviec. 

During his conference with Stalin in December, Genera! Sikorski 
scale handed the Russian premier a list bearing more than 
3,000 names and again Sikorski was assured that it was Stalin’s 
understanding all of these men had been released. 

Testimony heard by this committee proves conclusively that 
not once during all of these top-level conversations had the Russians 
either stated or hinted that these missing men might have fallen into 
German hands. 

The committee believes if the Soviets were innocent, there was no 
reason why they should not have admitted to the Poles that their 
officers had fallen into German hands. But if they were guilty, they 
had a cogent reason for not telling such a story. So long as the 
Soviets insisted they didn’t know the whereabouts of the Polish 
officers, nobody could prove they were dead. 


V. Discovery or GRAVES AT KatTYN 


The Polish Government’s search for the missing officers came to an 


abrupt end on April 13, 1943, when the following Berlin broadcast 
by the Germans shocked the world: 

From Smo!ensk comes news that the native population has revealed to German 
authorities the spot where in secret mass executions the Bolsheviks murdered 
10,000 Polish officers. German authorities made a horrible discovery. They 
found a pit 28 meters long and 16 meters wide in which, 12 deep, lay the bodies of 
3,000 Polish officers. In full uniform, in some cases shackled, all had wounds 
from pistol bullets in the back of the neck. Search and discovery of other pits 


continue, 
This German announcement was followed by an intense campaign of 
Nazi propaganda aimed at the political exploitation of the discovery. 
German Foreign Office documents which were captured by the 
Allies and serie onte to the United States and Britain for joint cus- 
tody were traced by the committee in England. These documents 
which are included in part V of the public hearings clearly show that 
Goebbels and other top Nazi officials had given instructions to exploit 
the propaganda value of this discovery to its fullest. 
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These documents also show the desperate efforts made by the Nazis 
to persuade the International Committee of the Red Cross to make an 
impartial investigation of the shocking discovery. 

Hitler himself is quoted as having instructed his Foreign Office to 
use every means to get an investigation by the International Red 
Cross. One of the documents states: 

In following up the invitation issued by the German Red Cross to Geneva, that 
the International Red Cross should take part in the identification of the Russian 
atrocities against Polish officers, the Fiihrer tonight ordered an actual invitation 
to be dispatched to Geneva by the German Red Cross, This extra invitation is 
to be signed by the Duke of Coburg so that the weight of his international name 
should be used. 

The German claim was: The presence of these graves was called to 
the attention of the Nazis by Russian natives of the area; there was 
no question that these were Polish officers and that they were executed 
in the spring of 1940 by the Soviets. The Germans drew this imme- 
diate conclusion from an investigation of letters, diaries, and news- 
papers found on the bodies of the victims and from statements made 
by Russian natives in the area. 


Poles seek Red Cross investigation 


The Polish Government’s immediate reaction was one of shock. 
In view of its long search for the missing officers, the Polish Govern- 
ment likewise issued an invitation to the International Committee of 
the Red Cross. After a meeting of the Council of Ministers the 
Polish Minister of National Defense issued a statement in which he 
said (see exhibit 30A, p. 748, pt. IV): 

We have become accustomed to the lies of German propaganda and we under- 
stand the purpose behind its latest revelations. In view, however, of abundant 
and detailed German information concerning the discovery of the bodies of many 
thousands of Polish officers near Smolensk and the categorical statement that 
they were murdered by the Soviet authorities in the spring of 1940, the necessity 
has arisen that the mass graves discovered should be investigated and the facts 
alleged verified by a competent international body such as the International 
ted Cross. The Polish Government has therefore approached this institution 
with a view of their sending a delegation to the place where the massacre of the 
Polish prisoners of war is said to have taken place. 

The Sovict’s immediate reaction was voiced by Molotov when he 
termed this a discovery of archeological remains. On April 19, 1943, 
the Soviet newspaper, Pravda, carried a front page editorial which 
attacked the Polish Government’s request for assistance of the Inter- 
national Red Cross in “investigating something that never happened.” 
A day later, Izvestia carried a reprint of the editorial and said it 
fully reflects the position of leading Soviet circles. Thus, even at 
this late date the Soviets attempted to conceal their hideous crime. 

Molotov’s first reaction can be understood in the light of the 
testimony presented before this committee by General Rudolph von 
Gersdorff, German Intelligence Officer, who was among the first to 
arrive in the Smolensk area following the German invasion. Dis- 
cussing the discovery of the graves Von Gersdorff said: 

In the vicinity of Gniezdowo, there were prehistoric Russian cairns, old pre- 
historic tombs in caves. They were overgrown with sirrubs and heavily so. 
They were actually in that area, so that was the reason why, when the graves of 
the Polish officers were discovered, we did not call it the murders of Gniezdowo, 
but to distinguish it from these old prehistoric tombs of Gniezdowo, we called it 
the murders of Katyn, so as not to get these two things mixed up. 
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This committee has heard considerable evidence from other sources 
that the whole area of Katyn had been used by the Bolsheviks as 
early as 1929 for mass executions. 

Only after the Germans had definitely established that the dis- 
covery was indeed valid did the Russians present a counter-charge 
which they maintain to this day: the Poles interned in the three 
camps had been transferred by the Russians to other camps in the 
vicinity of Smolensk during March and April of 1940 and were 
taken prisoner by the Germans during the Russian retreat. The 
Russians flatly accused the Germans of executing “11,900” Polish 
officers in 1941. 

The Polish Red Cross was informed by the International Com- 
mittee of the Red Cross that a neutral investigation of the Katyn 
discovery could be made only if all three nations involved partici- 
pated, nemely, Poland, Germany, and Russia. 

Russia’s formal reaction to the Polish Government’s request for a 
neutral investigation of Katyn by the International Red Cross was 
the abrupt break of diplomatic relations with the Poles. The Soviets 
bitterly denounced the Poles for ‘collaborating with the Nazis.” 

All subsequent efforts by the British Foreign Office and the Ameri- 
can State Department to heal the Russo-Polish breach were met with 
invectives hurled by the Soviets. 

This loud reaction of Soviet injured innocence is construed by this 
committee as being the resource of a cornered culprit begging the 
question. There is no question that Russia’s retaliatory move sever- 
ing diplomatic relations with the Poles was motivated primarily to 
divert attention from the Poles’ request for an International Red 
Cross investigation. 


VI. Txrstimony or Osservers PRESENT AT KatTYyN WHEN THE 
Bopies Were ExHUMED 


Even before the Germans made their announcement, a leading 
Swedish correspondent, Christer Jaederlunt, correspondent of the 
Stockholm Tidningen, was invited by the German Ministry of Propa- 
ganda to visit Katyn. When he learned the purpose of the visit, the 
Swedish journalist admitted that he felt he was being used by German 
propagandists to spread their anti-Soviet themes. Yet this news- 
paperman, after viewing the Katyn graves and making such investiga- 
tion as he himself wanted, refused to even consider that this could 
have been only a propaganda show staged by the Germans. 

The committee explicitly asked Jaederlunt, when he testified in 
Frankfurt, if he, as a neutral newspaperman, could have conceived 
this Katyn affair as a German “propaganda show.” Jaederlunt’s 
answer was very significant, and it characterized the attitude of all the 
es witnesses who had visited the Katyn graves. . Jaederlunt 
said: 


We actually went there with this suspicion [that Katyn was a German “propa- 
ganda show”|. We did not trust Goebbels and thought that it would be possible 
he would be capable of doing such a thing. * * * But when I stood in front 
of the mass graves and when I realized what an atrocious crime had been perpe- 
trated there, all my suspicions vanished and my own newspaper, at first, was not 
a nay to publish this report, but I insisted upon the reports being published 


ecause I said: ‘‘The world at large must know about this matter.’ (See pt. V of 
the published hearings.) 








18 THE KATYN FOREST MASSACRE 


The testimony of the Swedish journalist Jaederlunt clearly estab- 
lished that he would have preferred to have considered the Katyn 


massacre as a German atrocity. Mr. Jaederlunt concluded his testi- 
mony as follows: 


Then and now I was and I am absolutely convinced that the Russians com- 
mitted it. I do not wish to say the Russians. I would rather amend it to the 
NKVD.” (See pt. V of the published hearings.) 


During the Chicago hearings, Casmir Skarzynski reported on his 
official visit to the Katyn graves. ‘This witness was the de ‘:puty chair- 
man of the Polish Red Cross in German-occupied Poland. ‘The Polish 
Red Cross, when the Germans first informed them about the Katyn 
graves, refused to accept the German statement on the basis that 
“this is a pure propaganda move, and the Red Cross must keep away 
from any propaganda.” 

Skarzynski was directed by Polish Red Cross officials to go to 
Katyn to supervise the exhumation and proper reburial of these Polish 
officers. While at Katyn, the Polish Red Cross official was moved by 
the facts he personally witnessed to admit that the German Army in this 
instance was innocent. (See pt. IIL of the published hearings.) 


American Army officers visit Katyn 


The most significant testimony of the independent witnesses who 
visited Katyn shortly after the German announcement of the graves’ 
discovery was provided by two American army officers, Lt. Col. 
Donald B. Stewart and Col. John H. Van Vliet, Jr. 

These officers had been captured by the Germans in north Africa 
and were taken to Germany as prisoners of war. These two Americans 
with two British officers had been compelled by German authorities 
to visit Katyn in May 1943. Stewart’s suspicions of the German 
purpose was indicated by his testimony to the effect— 
that I was there [Katyn] under orders; that I felt the matter was a propeganda 
effort and, in any event, it was a political effort * * * J had no desire to 
have anything to do with a propaganda effort or a political matter. (See part I 
of the published hearings.) 

Similarly, Van Vliet in his written report stated: 

I hated the Germans, I didn’t want to believe them. * * * When I be- 
came involved in the visit to Katyn I realized that the Germans would do their 
best to convince me that Russia was guilty. I made up my mind not to be 
convinced by what must be a propaganda effort * * *, 

Likewise, in his oral testimony to the committee, Van Vliet stated: 


As a prisoner of war, T had a personal grudge against them [the Ge rmans) : and 
as an American army officer I hada professional grudge against them. * > 
So the German story was one that I did not want to believe. * * * (See 
part II of the published hearings.) 


It is particularly noteworthy that both officers independently em- 
phasized the same convincing factor, which they both stated had not 
been brought to their attention by the Germans but which was an 
independent deduction from their own observations. This was the 
evident fact that the clearly undisturbed corpses were clothed in 
winter attire which was in an excellent state of repair, showing prac- 
tically no wear. The two officers also independently made these same 
observations about the condition of the boots of the Polish officers. 
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In both instances the officers stated from their own personal experience 
as prisoners of war in a German camp that clothing could not have 
remained in that condition if it had been worn for a year in a prison 
camp. 

Hence, Colonel Stewart stated: 


The decision I reached, I can never forget. My decision was that those [Polis] a] 
men were killed by the Russians while they were prisoners of the Russians * * 
(See pt. I of the published hearings.) 


In similar fashion Colonel Van Vliet in his oral testimony stated: 


If those Polish officers had been alive and in prison camp until the Germans 
overran the Polish prison camps, and if the Germans had in fact killed these 
Polish officers, then by the very virtue of the fact that their clothes had been worn 
and their shoes had been walked in, they would show much more wear. * * * 


Likewise in his written report, Van Vliet explicitly recorded his sincere 
conviction: 


The sum of circumstantial evidence, impressions formed at the time of looking 
at the graves, what I saw in peoples’ faces-—all force the conclusion that Russia 
did it. (See pt. Il of the published hearings.) 


Some victims buried alive 


Zbigniew Rowinski, who testified in London, said he had been taken 
to Katyn by the Germans in April of 1943. _Rowinski at the time was 
a German prisoner of war interned at Woldenberg. He said not 
all the victims were shot in the head: 


I suppose only those people who tried to defend themselves were bound, because 
T saw some bodies with the sawdust in their mouth and some of them had even their 
heads covered with their overcoats, then a string round the neck connected with 
string at the hands. So when they started to struggle to free the hands, they 
must have choked themselves. (See p. 692, pt. IV of the published hearings.) 


In London the committee heard the testimony of Ferdinand Goetel, 
an official of the Polish Red Cross who visited the graves at Katyn. 
The following is an exact quotation of the conversation the Polish 
Red Cross group had with Lieutenant Slovencik who was in charge 
of receiving of members of all delegations of all nationalities who went 
to Katyn at the time of the exhumations: 


Another even more interesting detail of our conversation with Slovencik was 
that although he was inclined to describe the whole case as a most dramatic 
incident from the Polish point of view—he had no idea where could have come 
from all these bodies of Polish officers. All he knew was what the local inhabitants 
had told him that they had been brought in transports arriving from the direction 
of Smolensk. As he already had in hand photographs and, I think, even originals 
of some of the letters and postcards found on the bodies he asked us whether we 
could — why the address of Kozielsk repeated itself so often on many of the 
cards, told him in short what I knew about the camps of Kozielsk, Ostaszkov, 
and Starobielsk and I closely watched his reaction to this piece of news. It was 
most lively and convinced me beyond all doubt that Slovencik had learned about 
Kozielsk only from us. It was the only detail of our conversation of which he 
made a note. A moment later, after we had finished our talk, I heard him repeat- 
ing the news about Zozielsk to Olenbusch and to the other Germans. * 

(See p. 845, pt. IV of the published hearings.) 


Thus, from the above- er testimony, it is evident that the 
Germans were unaware of the camp in Russia where these Polish 


officers had been imprisoned during the period, September 1939 through 
May 1940. 
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VII. Oruer WITNESSES 


This committee heard several witnesses whose testimony will be 
grouped under a special heading. Among these was a Pole who testi- 
fied as an eye witness to the massacre. His identity had to be con- 
cealed with a mask to prevent reprisals against his relatives still living 
in Poland. However, all the committee members are familiar with 
his identity. 

Testifying as “John Doe” at the committee’s second hearing in 
Washington, this witness maintained that he and two of his com- 
patriots personally viewed the execution of 200 Poles by Russian 
‘soldiers in what he believed to be the Katyn Forest. These observa- 
tions were made by the witness and his friends at the beginning of 
November after the trio escaped from a Russian prisoner of war camp 
at Pavlischchev Bor. (See p. 143 of pt. IT.) 

After relating how the trio observed the Poles being led into the 
forest, the witness continued: 

Two of them [Russian scldiers] seized their hands and held them in hack and 
one of the Russian soldiers lifted his chin up [the victim’s] teok him by the head, 
opened his mouth and shoved a handful of sawdust into his mouth. 

“John Doe” said most of the victims were executed with a shot 
through the backs of their heads. Some, however, according to his 
testimony, were thrown into the graves alive and left to suffocate. 

“John Doe” further stated he saw the Poles’ hands being bound in 
the back with wire prior to the execution. 

This witness introduced several new factors hitherto unknown to the 
committee: he said the executions he witnessed were in the early part 
of November; he said the victims’ hands were bound with wire; he 
said their mouths were stuffed with sawdust; and he said some of the 
victims were left to suffocate rather than shot in the head. 

These observations, up to the time that John Doe testified, had never 
been published in any of the material prepared by the Polish Govern- 
ment during its lengthy research on the Katyn massacre. Subse- 
quently, however, they were substantiated by witnesses appearing 
before this committee. 

Colonel Grobicki, testifying in Washington, said groups of Polish 
oflicers were evacuated from Kozielsk as early as November. In 
London, Mr. Rowinski, an observer at the graves taken there as a 
German prisoner of war in 1943, testified he observed several victims 
with their mouths stuffed with sawdust. In Frankfurt, Dr. Tramsen, 
a member of the German International Medical Commission, testified 
several victims had their hands bound with wire. During the same 
hearing, -Dr. Naville, of Switzerland, and also on the same Commis- 
sion, said he believed some of the victims died of suffocation instead 
of gunshot wounds. Several German witnesses likewise observed the 
victims’ mouths stuffed with sawdust and hands tied with wire. 

This committee heard testimony of many witnesses whose revela- 
tions were of a circumstantial nature. But in order to get the 
atmosphere surrounding all the facts of the Katyn massacre, their 
testimony was accepted and placed in the record. 

Among these was Jerzy Lewszecki who testified in London. He 
said he was a German prisoner of war interned at the prison camp 
near Lubeck. In 1943 he had occasion to discuss the Katyn massacre 
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with Stalin’s oldest son by a prior marriage who likewise was a German 
prisoner of war interned in the same camp. 

Lewszecki said he discussed the disappearance of the Polish officers 
with Stalin’s son who frankly admitted that the Poles were executed 
by the Soviets. “(Why those were the intelligentsia, the most dangerous 
element to us, and they had to be eliminated,’ Lewszecki quoted Stalin’s 
son as saying. (See p. 777, pt. IV.) 

During our latest hearing here in Washington, this committee heard 
testimony from Boris Olshansky of New York, a former Soviet army 
officer who escaped to this country in 1946. Olshansky related con- 
versations he had in Moscow with N. N. Burdenko, director of the 
Special Soviet Commission which made an investigation for the Rus- 
sians in January 1944. Burdenko supervised the exhumation a 925 
bodies for the Soviet investigation and in the official report stated all 
of the Poles were executed in the autumn of 1941. 

Olshansky testified Burdenko told him the Soviet report was false. 
He quoted Burdenko as saying: 

I was appointed by Stalin personally to go to the Katyn place. All the corpses 
were 4 years old. For me, as a medical man, this problem was quite clear. Our 
NKVD friends made a mistake. 

Olshansky further stated he was told by Burdenko that there are 
more Katyns in Russia. 

“Katyns existed and are existing and will be existing,’”’ Olshansky 
quoted Burdenko as stating in Moscow in April of 1946. ‘Anyone 
who will go and dig up things in our country, Russia, would find a lot 
of things that we had to strarghte n out the protocol given by the Germans 
on the Katyn massacre,” the aging Burdenko further told Olshansky. 


VIU. Testimony or INTERNATIONAL MEpDIcAt CommMIssioNn 


The Germans formed an International Medical Commission, 
composed of the leading scientists, pathologists, and professors of 
criminology from 12 different countries of Europe. The committee 
heard testimony from 5 of these doctors who participated in the 
exhumation of the bodies. They were provided with the necessary 
instruments to perform their own individual autopsies. The five 
doctors are: 

Dr. Edward Lucas Miloslavich (Croatia). (Part III of the pub- 
lished hearings.) 

Dr. Helge ‘Tramsen (Denmark). (Part V of the published 
hearings.) 

Dr. Ferenc Orsos (Hungary). (Part V of the published hearings.) 

Dr. Francois Naville (Switzerland). (Part V of the published 
hearings.) 

Dr. Vincenzo Mario Palmieri (Italy). (Part V of the published 
hearings.) 

All of the above-named doctors categorically and unequivocally 
stated to the committee that they had complete freedom of action in 
performing whatever scientific investigation they desired. Also, 
that they had complete freedom to interrogate any individual they 
considered appropriate. 
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Their unanimous conclusion was that the Poles were murdered at 
least 3 years ago—thus placing the time of death as the spring of 
1940 when the Katyn area was under Soviet control. 

Dr. Tramsen presented as an exhibit for the committee the original 
protocol signed by the 12 doctors in their own handwriting. He also 
presented a photograph of the 12 doctors signing the protocol to prove 
that there was no duress. 

Dr. Orsos, Dr. Naville, and Dr. Tramsen definitely identified this 
protocol and stated that they had signed it and that they were of the 
same opinion today as they were when they signed this protocol on 
April 30, 1943. 

Dr. Miloslavich gave the following testimony to the committee 
relative to the condition of the bodies as they were found in the mass 
graves: 


One body was placed on top of the other one, with their faces down. They were 
close together, nothing between them. All the bodies were dressed in Polish offi- 
cers’ uniforms, the clothing being winter clothing, underwear, and the uniform; 
and coats on some. The heads were downward. One body like this, the next one 
like this, and the next one like this [indicating]. This was the width of the grave. 
‘Then 12 layers down, and then multiply by the length. I don’t remember how 
many we found in the length. Anyway, at that time when I was examining and 
making my own estimations I didn’t follow anybody, and no one tried to give me 
any advice because I knew what to do. I estimated approximately 2,870, some- 
thing like that, a little less than 3,000 officers. They were packed completely 
together by decaying fluids of the human body, the decomposing fluids, which 
started to penetrate, to imbibe, to infiltrate every dead body in there. ‘That was 
a solid mass in which you just saw skulls you could recognize and that they were 
human beings. 

Then I went into the graves and studied which ones of them would give me the 
best information, what the dead body could tell us. With the help of two Rus- 
sian peasants I picked a body, and slowly and gradually—it took them close to 
an hour—they removed the body and brought it out. I examined it very care- 
fully to find out two main points. First, what was the cause of death. Second, 
how long a time was this individual buried. Third, who he was? 

In examining the body I found a gunshot wound at the boundary between the 
back of the neck and the head. The Germans gave the expression ‘“nacken 
schuss.”” That is the precise description of the shot which was fired. The 
majority of them had just one shot, because it entered in here [pointing with finger] 
and came out here at the root of the nose, which means the head was bend down- 
ward. It was administered with such precision that the medulla was com- 
pletely destroyed. (See pt. III of the published hearings.) 

30th Tramsen and Naville presented to the committee numerous 
papers, military buttons, officers’ insignia, and in the case of Dr. 
Naville, a cigarette holder, which they had taken from the Polish 
bodies in Katyn at the time of their own individual! autopsies. Both 
of these doctors had pyeserved this material since the day they left 
Katyn and voluntarily offered these items to the committee. (All of 
this material has been made part of the permanent record and may 
be found as exhibits in part V of the published hearings.) 

Dr. Palmieri testified as follows: 

In the bodies, at least in many of the bodies, Professor Orsos observed the 
presence of growths (corns)—in the inside of the cranium, pseudo-growths in 
the internal part of the skull, which are due to manifestations of reduction of the 
mineralization of the brain—of the cerebral tissues and of the other substances 
contained in the skull. 

Dr. Palmieri stated when interrogated by the committee as follows: 


Question. What conclusion did you arrive at? 
Dr. Paumreri: I came to the conclusion especially similar to Orsos’ theory on 
the formation of cerebral growth. 


. 
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Question. Was Dr. Orsos’ conclusion that the deaths occurred mn 
April or May 1940? 

Dr. Paumiert. Yes. 

Question. Do you agree? 

“Dr. PatmieR1I: Yes, based on the researches that Dr. Orsos 
(see part V of the published hearings.) 

The five doctors heard by this committee stated emphatically that 
many of their observations were made independently and outside the 
presence or possible influence of German authorities who were super- 
vising the exhumations. 

Before the committee held its hearings in Europe, word was re- 
ceived that Drs. Markov and Hajek, who are today in countries 
behind the iron curtain, were giving radio talks implying that they 
were not in full agreeme nt with the German International Medical 
Commission’s protocol which they had signed in April 30, 1943. 

In the published hearings of this committee—particularly parts III 
and V—there is contained the testimony of five international doctors. 
Categorical statements are made by all five doctors who testified before 
this committee that all members of the International Medical Com- 
mission signed the protocol of their own free will and without duress. 
The five doctors specifically stated that both Drs. Markov and Hajek 
had made no objections and were in full agreement with the protocol 
when they signed it, 


it later than 


had made,” 


IX. Russtan Report 


While the testimony heard by this committee is conclusive in itself 
to establish that the Polish officers were massacred by the Soviets, 
nothing appears as incriminating against the Russians as their own 
report published in 1944 following an investigation at Katyn by an 
all: Soviet Commission. 

The committee has made a careful analysis of the Soviet report 
(which is exhibit 4 in part II of the published hearings). This analy- 
sis was important because when the Soviets declined “this committee’s 
invitation to participate in the investigation, they maintained that 
their own report conclusively established the Germans were responsible 
for the Katyn massacre. 

Tt is interesting to see how the Sovict’s official findings stand up 
under the light of facts uncovered by this committee. 

At the very outset, the Soviet claim is incongruous with the facts. 
The Soviets quote Russian natives who allegedly saw Polish officers 
working on road gangs and construction projects in the Smolensk 
area prior to the German invasion, These witnesses are quoted to 
substantiate the Soviet allegation that all the officers were transferred 
from Kozielsk, Starobielsk, and Ostashkov by the Russians in March 
and April 1940 to three camps in the Smolensk area designated only 
as ON 1, ON 2, and ON 3, If the Polish officers worked on road 
gangs—as the Russians maintain—it is logical to ask if their boots 
and uniforms would have shown as little wear as Colonel Van Vliet 
observed when he examined their bodies in Katyn. 

While conducting hearings in London, this committee was fortunate 
in obtaining the testimony of Mr. Joseph Mackiewicz who visited the 
Katyn Forest on instructions of the Polish underground in May 1943 
and observed the German exhumations. Mr. Mackiewicz is an 
authority on the Katyn massacre having tirelessly studied all related 
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facts for the past 9 years. Some of his observations (starting on p. 
867 of part 1V) follow: 


The Russian communiqué claims that there were found at Katyn 11,000 
bodies, but actually there were found only slightly more than 4,000. The Bolshe- 
viks, therefore, used the figure 11,000, because even if assuming that those 4,000 
that were found in Katyn had been murdered by the Germans, the question 
arises: What happened to the rest? Furthermore, the question of the corre- 
spondence becomes associated here. The Russians claimed that they had found 
correspondence on these bodies which indicated that these men had corresponded 
with their families in Poland up to 1941. If there were 11,000 bodies in Katyn, 
each one of them then most probably had some family in Poland ranging any- 
where from 1 to 6 people. 

The number of potential witnesses in Poland who could have been summoned 
to testify that they had corresponded with any members of their family in these 
camps up to and including 1941 would have reached the figure, roughly, of 20,000 
to 30,000. The Germans, who had, of course, capitalized on a tremendous 
propaganda to their own advantage, would have taken into consideration the fact 
that, in a country where the people were generally adversely disposed toward the 
Germans, the news that the Germans had lied would have certainly spread very 
quickly through Poland, and the Germans would have never permitted to be 
compromised to that extent. 


Mackiewiez adds further: 


The Russian Commission claims that these Poles had been brought to the rail 
station at Gniezdowo in the year 1940, that they were not murdered but instead 
placed into three camps, No. 1 ON, No. 2 ON and No. 3 ON, at a distance of 
from 25 to 45 kilometers to the west of Smolensk, and that during the time of the 
German offensive they fell captive into the hands of the Germans. This, of 
course, is a lie, because there were no such camps in that locality. The Russian 
communiqué does not specify exactly where were those three camps. Naturally, 
if those three camps had actually existed, they could have notified Ambassador 
Kot, General Sikorski, General Anders, and Mr. Czapski, who had conducted a 
long search for these men. 


The allegation made in the Russian report that the commanding 
officer of the three camps was unable to get transportation to evacuate 
the Poles from the camps while the Germans were advancing, con- 
flicts with known facts. This committee had testimony presented 
in London which clearly spelled out that Russian commanders were 
ordered to save prisoners of war at all costs. 

Statements taken by the committee here in Washington from a 
former high Soviet official assigned to the Russian foreign office 
during World War II, also established that Russian prisoners of war 
were not to fall into enemy hands under any circumstances. 

Mackiewicz’s comment on this point was: 


Furthermore, the Russian communiqué or report claims that the commanding 
officer of the Russian camp No. 1 ON was a major of the NKGB, Wictosznikow, 
end that when the Germans were approaching that area, the commanding officer 
had communicated with the commanding officer of the transpert forces in Smo- 
lensk, Iwannov, with a request fer rail cars in order to evacuate these Polish 
prisoners, Since he was unsuccessful in obtaining these reilroad cars, conse- 
cuently these Polish prisoners fell into the hands of the Germans, but Wie- 
tosznikow himself remained with the Russian forces and did not fall into captivity 
of the Germans. ‘Therefore, if Wietosznikow, who was the commanding officer 
of the security forees, knew about the whereabeuts of these soldiers, why did not 
Stalin and Molotov and Vischinsky know about their presence virtually within 
the shadow of Moscow? And as a conseauence, for 2 years they ostensibly searched 
to find an answer as to the whereabouts of these soldiers. Wietosznikow ccr- 
tainly must have reported to his superiors as to what happened to these prisoners, 
and when Czapski made his frequent inquiries to the NKVD, they would have 
immediately told him that these men fell captive to the Germans, 
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Assuming that Wietosznikow could not get the rail cars from Iwannov as he 
had requested, he could have evacuated the soldicrs from these prison camps by 
foot, especially when you consider that the claim is that Wietosznikow appealed 
to Iwannov for these cars on the 12th of July; but the official Soviet communiqué 
of the 23d of July 1941, claimed that the Russians were still in control and posses- 
sion of Smolensk. 


The Russians further claim their Polish camps were near the Gussino 
line and that trains could not be sent beeause that line already was 
under fire. If, in fact, these three camps were along the Gussino line, 
which is west of Smolensk and which leads right into Gussino, it is 
reasonable to ask why were these Polish prisoners removed at Gniez- 
dovo, 45 miles away, after being evacuated from their original camps, 
and transported by truck the rest of the way when there are sufficient 
railway stops from Gniezdovo ail the way to Gussino itself. 

Mackiewicz testified: 


There actually were no camps in the loeation that the Russi ns claim that they 
had taken these men to, and I had substantiated that to my satisfaction on the 
basis of my conversations with inhabitants of the general area and my eonversa- 
tions with Kriwozercow. Ali of them told me that there had never been any such 
camps in that area. Furthermore, I woud like to cali your attention to one 
more little detail, 

The attitude in Poland and in Russia was so bitterly anti-German in 1943 that 
when they released the news of Katyn, that is, the Germans, in the spring of 1943, 
the announcement gave birth to a mess of various versions of what happened, 
which could have refuted the German version. 

At that time, because communications, especially radio communications, had 
been severely curtailed, many people had not heard the German version. As a 
consequence, the Russian agents, who were very actively operating in al! these 
parts, started rumors of their own version, merely to destroy and diseredit the 
German version. 

As an example, when I was in Katyn, there were with me two Portuguese 
correspondents. One of these men told me that he had been taken to look at a 
little village, to which the Germans had taken him, and then he asked me re- 
peatedly whether I felt certain that this was the work of the Russians. I asked 
him, “Why do you ask?” He said that he had talked to a young girl in this vill- 
age, who told him that those murdered men “are really Jews who have been 
dressed in Polish uniforms,” 

Even such fantastic stories were circulated when if, in effect, and in actuality, 
there were those three camps in this area, they would have said that the Poles 
were in these camps and the Germans came by and captured these Poles and that 
they murdered them. Nobody at all has ever heard of any such camps in that 
area. 


In the Russian report, witness T. E. Fatkov, testifies that round-ups 
of the Polish war prisoners took place up until September 1941. And, 
he goes on to say in the Russian version that, ‘ Afler September 1941, 
the rownd-wps were discontinued and no one saw Polish war prisoners 
any more.” 

Thus, Fatkov fixes the last possible date of the executions at Sep- 
tember 1941, If this is true, and it must be true, since it is in the 

tussians own report, why then were all of these Polish war prisoners 
found in winter garb in the Katyn Forest?) Weather reports show 
that the temperatures during August and September of 1941 in the 
Smolensk area ranged between 65 and 75 degrees Fahrenheit. It is 
inconceivable that the Polish prisoners of war would have had scarfs 
tied around their necks and would be wearing overcoats if they 
actually were massacred in August and September of 1941. 

Russian witnesses further testified that they knew that the men 
they saw were Polish war prisoners because they wore the same 
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Polish uniforms and their characteristic four-cornered hats. This 
committee has photographs of Poles who reported to General Anders 
from other camps in 1941 when he was forming his Polish army. 
None of these men reported in their original Polish uniforms since 
they were worn out during their 2-year captiv ity. 

The Russians claim that Witness Kisselev, who had testified before 
the German Commission, had been brutally beaten to say that he 
actually had seen. and witnessed the executions. The Germans never 
claimed to have an “eyewitness.” Any allegations which the Rus- 
sians attribute to Kisselev, therefore, are false. 

The Soviet report is inconsistent with the facts in its claim there 
were 11,000 Poles massacred at Katyn. The Polish Red Cross has 
definitely and conclusively established in the minds of this committee 
that there were no more than 4,143 bodies exhumed at Katyn, and 
another 110 found but not exhumed. 

The Polish Red Cross had made a thorough search of the area in 
order to find more graves and no additional graves or bodies could be 
found. 

Out 0° some 11,000 bodies which the Russians claim that they had 
found in Katyn, they were able to find only nine documents which 
showed a date later than May of 1940. 


Russian report contradictory 


Furthermore, the Russian report quotes a citizen, Moskovoskaya, 
who claims she talked to a man named Yegorov in March of 1943. 
He reportedly said that in April of 1943 he had been sent into the 
Katyn Forest by the Germans to remove all documents which were 
dated subsequent to May of 1940 from the bodies of the dead soldiers. 
It is interesting to note that her conversation was in March of 1943 
and Yegorov was describing activities in which he allegedly had par- 
ticipated a month later, in April of 1943. 

Yegorov allegedly stated that there was some 500 Russian natives 
from the area in all who were ordered by the Germans to remove 
these records. After the task was completed, according to Yegorov, 
the 500 Russians were executed by the Germans. Nowhere in its 
report does the Soviet Commission claim that the graves of these 
500 Russians ever were found. 

Evidence before this committee already has substantially established 
that only 4,253 bodies were buried in Katyn If the Russian claim 
that there were 11,000 Poles buried in that forest is to be accepted, 
why then didn’t the Russians recover the additional 7,000 bodies? 

It is also significant to note that while not a single Russian witness 
mentions a date later than September 1941 as the time of the alleged 
massacre by the Germans, in their final report the Soviets claim 
“September to December” as the period of the executions. 

Henry Cassidy told this committee that the correspondents taken 
to Katyn by the Russians pointed out this inconsistency and he said 
further: 


Thereupon, the text of the Soviet Atrocities Commission report, which was to 
be released simultaneously with our dispatches, was held up for a couple of days, 
: suppose to be rewritten, and our dispatches were released when that report 

1s finally ready, and it was then that we got our copy into the telegraph office. 
(See p. 214, part II, of the published hearings.) 


nie meen init 
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In all the allegations in the Soviet Commission’s report, not once 
do they make mention of the type of ammunition used. The type 
of ammunition, was manufactured in Germany by Genschow & Co. 
But testimony heard before this committee clearly proved that 
the German-made ammunition had been sent to Russia and the Baltic 
states for many years before World War Il. Mr. Genschow, presi- 
dent of the Gustav Genschow & Co., as a witness before the committee 
in Frankfurt, testified as follows: 


Mr. Genscoow. * * * “The cartridges of the shells of this pistol ammu- 
nition carried, since the year 1933-34, the word ‘Geco’ on the bottom of the shell, 
and underneath the ‘Geco’ was ‘7.65’.” 

QveEstion. Can 7.65 ammunition of the type manufactured by this firm be 
used in various kinds and makes of pistols? 

Mr. Genscnow. ‘Yes, it could; because it was a standard type cartridge which 
could be used in very many different makes of pistols.”’ 

QveEstion. Was it used internationally by various nations, police 
forces, in pistols? 

Mr. Genscnow. “Yes; certainly.” 

Question, Did this firm ever export pistol ammunition of the caliber 7.65 
to Fastern Furope? 

Mr. Genscuow. ‘Yes; that is the case.” 


,» OF arimne d 


(See part V of the published hearings.) From the foregoing testi- 
mony it is evident that both Russia and Germany had access to this 
type of ammunition. 

Finally, this committee cannot accept the Russian claim that these 
Polish officers fell into German hands during the Soviet retreat because 
there isn’t an iota of proof in the Soviet report that any Russian 
soldiers or officers guarding these alleged camps had fallen captive 
to the Germans. It is inconceivable that these 15,600 Polish 
officers would have waited around these three camps to be taken 
prisoners by the Germans while their Russian guards themselves 
fled the impending German onslaught. There should be no doubt 
that the moment the Russian soldiers abandoned the camps the 
15,000 Poles likewise would have fled for freedom. 


X. NurEMBERG 


This committee reports that during the International Military 
Trials held in Nuremberg after World War II, evidence was heard 
relative to the Katyn massacre. 

The committee has heard testimony from two of the attorneys who 
participated in the Nuremberg trials. (See pt. V of the published 
hearings.) In accordance with the London agreement of 1945, the 
Soviets were in charge of war crimes which were allegedly committed 
in the eastern areas, such as: U.S.S.R., Poland, Yugoslavia, Bulgaria, 
and Czechoslovakia. Hence the Katyn massacre, since it occurred 
in Soviet territory, was the direct responsibility of the Government 
of the U.S.S. R. to prosecute the individuals responsible for this crime. 

The Katyn massacre appears in the Nuremberg trials as a charge 
against Herman Goering since he was the highest ranking German 
officer. The Soviet prosecutor produced three witnesses to establish 
the German guilt for the Katyn massacre. The German defense 
counsel produced three witnesses for the defense. These are all the 
witnesses the tribunal would hear. Witnesses for both the Germans 
and the Soviets were duly examined and cross-examined. 

This committee in the course of the hearings at Frankfurt heard 
testimony from the three German witnesses who appeared at Nurem- 
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berg, that is, Colonel Ahrens, General Oberhaeuser, and Licutenant 
Von Eichborn. (See pt. V of ‘the published hearings.) 

These three witnesses testified that they were with German Signal 
Regiment 537, not the Five hundred and thirty-seventh Enginec rc 
Battalion as alleged in the Russian report. (See p. 247, pt. “IHL of 
the published hes arings.) 


Soviets fail to prove case at Nuremberg 


All of them arrived in the Smolensk area after September 1, 1941. 
In the case of Colonel Ahrens, he testified that he did not arrive in 
the Katyn Forest until early November 1941. He was specifically 
named in the Russian report as the individual who directed the mass 
shootings of the Polish prisoners. (See p. 247, pt. III of the published 
hearings.) Colonel Ahrens was again accused before the International 
Military Tribunal by the Soviet prosecutor and it is significant to note 
that he was never indicted by the tribunal nor was his indictment 
requested by the Soviet prosecutor. (See pt. V of the published 
hearings. ) 

This committee heard testimony from Col. Albert Bedenk who was 
the predecessor to Colonel Ahrens as commanding officer of Signal 
Regiment 537. He testified that he arrived in the Smolensk area on 
July 28, 1941, several days after the fighting front had moved many 
miles east of Smolensk on the way to Moscow. Colonel Bedenk set 
up the headquarters of Signal Regiment 537 in the Dneiper Castle 
about the middle of August 1941. He testified: “the total strength 
of the regiment at that time was 17, of which 5 or 6 were officers, 
4 were noncommissioned, and the rest were enlisted men.” (See 
pt. V of the published hearings.) 

The Russian report states, “<The Polish prisoners of war who were 
in the three camps west of Smolensk employed on road building 
up to outbreak of war, remained there after the German invaders 
reached Smolensk, until September 1941.” (See p. 247, pt. IIT of the 
published hearings.) Colonel Bedenk categorically denied ever seeing 
a Pole in the area, as did General Oberhacuser and Colonel Ahrens. 
Colonel Bedenk also testified that Colonel Ahrens relieved him as 
commanding officer of Signal Regiment 537 on November 20, 1941, as 
did General Obserhaeuser. (See pt. V of the published hearings.) 
Thus the testimony taken before this committee under oath speaks 
for itself. 

The Soviet prosecutor in his summation of the charges against 
Goering never mentioned the Katyn massacre. ‘Testimony before 
this committee reveals that the Soviet prosecutor failed to prove his 
case against the Germans, therefore the matter was dropped by the 
tribunal. 

XI. Conciusions 


This committee unanimously finds, beyond any question of reason- 
able doubt, that the Soviet NKVD (Peoples’ Commissariat of In- 
ternal Affairs) committed the mass murders of the Polish officers and 
intellectual leaders in the Katyn Forest near Smolensk, Russia. 

The evidence, testimony, records and exhibits recorded by this 
committee through its investigations and hearings during the last 
9 months, overwhelmingly will show the people of the world that 
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Russia is directly responsible for the Katyn massacre. Throughout 
our entire proceedings, there has not been a scintilla of proof or even 
any remote circumstantial evidence presented that could indict any 
other nation in this international crime. 

It is an established fact that approximately 15,000 Polish prisoners 
were interned in three Soviet camps: Kozielsk, Starobielsk and Os- 
tashkov in the winter of 1939-40. With the exception of 460 prisoners, 
these men have not been heard from, seen or found since the spring 
of 1940. Following the diseovery of the graves in 1943, when the 
Germans occupied this territory, they claimed there were 11,000 
Poles buried in Katyn. The Russians recovered the territory from thie 
Germans in September 1943 and likewise they stated that 11,000 
Poles were buried in those mass graves. 

Evidence heard by this committee repeatedly points to the certainty 
that only those prisoners interned at Kozielsk were massacred in the 
Katyn Forest. Testimony of the Polish Red Cross officials definitely 
established that 4,143 bodies were actually exhumed from the seven 
mass graves. On the basis of further evidence, we are equally certain 
that the rest of the 15,000 Polish officers—those interned at Starobiels! 
and Ostashkov—were executed in a similar brutal manner. ‘Those 
from Starobielsk were disposed of near Kharkov, and those from 
Ostashkov met a similar fate. Testimony was presented by several 
witnesses that the Ostashkov prisoners were placed on barges and 
drowned in the White Sea. Thus the committee believes that there are 
at least two other ‘‘ Katyns” in Russia. 

No one could entertain any doubt of Russian guilt for the Katyn 
massacre when the following evidence is considered: 


1. The Russians refused to allow the International Committee of 
the Red Cross to make a neutral investigation of the German charges 
in 1943. 


2. The Russians failed to invite any neutral observers to participate 
in their own investigation in 1944, except a group of newspaper cor- 
respondents taken to Katyn who agreed “the whole show was staged”’ 
by the Soviets. 


3. The Russians failed to produce sufficient evidence at Nurem- 
berg—even though they were in charge of the prosecution—to obtain 
a ruling on the German guilt for Katyn by the International Military 
Tribunal. ; 


4. This committee issued formal and publie invitations to the 
Government of the U.S. S. R. to present any evidence pertaining to 
the Katyn massacre. The Soviets refused to participate in any 
phase of this committee’s investigation. 


5. The overwhelming testimony of prisoners formerly interned at 
the three camps, of medical experts who performed autopsies on the 
massacred bodies, and of observers taken to the scene of the crime 
conclusively confirms this committee’s findings. 
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Polish Government leaders and military men who conferred with 
Stalin, Molotov, and NKVD chief Beria fora year and a half attempted 
w ithout success to locate the Polish prisoners before the Germans dis- 
covered Katyn. This renders further proof that the Soviets purposely 
misled the Poles i in denying any knowledge of the whereabouts of their 
officers when, in fact, the Poles alre ‘ady were buried in the mass 
graves at Katyn. 


The Soviets have demonstrated through their highly organized 
propaganda machinery that they fear to have the pe ople behind the 
iron curtain know the truth about Katyn. This is proven by their 

action to our committee’s efforts and the amount of ne wspaper 
spi ice and radio time devoted to denouncing the work of our committee. 
They also republished in all newspapers behind the iron curtain the 
allegedly “neutral” Russian report of 1944. The world-wide campaign 
of slander by the Soviets against our committee is also construed as 
another effort to block this investigation. 


This committee believes that one of the reasons for the staging 
of the recent Soviet “germ warfare’ propaganda campaign was to 
divert attention of the people behind the iron curtain from the 
hearings of the committee. 


9. Our committee has been petitioned to investigate mass executions 
and crimes against bumanity committed in other countries behind the 
iron curtain. The committee has heard testimony which indicates 
there are other “Katyns.’”’ We wish to impress with all the means 
et our command that the investigation of the Katyn massacre barely 
scratches the surface of numerous crimes against humanity per- 
petrated by totalitarian powers. This committee believes that an 
international tribunal should be established to investigate willful and 
mass executions wherever they have been committed. The United 
Nations will fail in their obligation until they expose to the world 
that “Katynism” is a definite and diabolical totalitarian plan for 
world conquest. 

XIT. RecomMMENDATIONS 


This committee unanimously recommends that the House of 
Representatives approve the committee’s findings and adopt a 
resolution: 

Requesting the President of the United States to forward 
the testimony, evidence, and findings of this committee to the 
United States delegates at the United Nations; 


2. Requesting further that the President of the United States 
issue instructions to the United States delegates to present the 
Katyn case to the General Assembly of the United Nations; 


Requesting that appropriate steps be taken by the Gencral 
sou to seek action before the International World Court 
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of Justice against the Union of Sovict Socialist Republics for 
committing a crime at Katyn which was in 


violation of the 

general principles of law recognized by civilized nations; 
4. Requesting the President of the United States to instruct the 
United States delegation to seek the establishment of an inter- 
national commission which would investigate other mass murders 


and crimes against humanity. 


Ray J. Mappen, Ch 
DANIEL J. FLoop 
foster FuRCOLO 
THappEus M. Macwurowicz 
GEORGE A. DoNrERO 
Atvin KE. O’KonskI 


Timornuy P. SHEEHAN 
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ANNUAL REPORT OF THE COMMITTEE ON UN- 
AMERICAN ACTIVITIES FOR THE YEAR 1951 


l“OREWORD 


The following report for the year 1951 is submitted to the House 
of Representatives in pursus ince of Public Law G01 (see. 121. subsee. q 
(2)) adopted August 2, 1946, which made the Committee on Un-Amer- 
ican Activities a standing committee of the House ss Representatives, 
and House Resolution 7, of the Eighty-second Congress. 

The duties of the Committee on Un-American Activities as de- 
scribed in Public Law 601 enacted by the Seventy-ninth Congress are 
in part as follows: 

The Committee on Un-American Activities, as a whole or by subcommittee, 
is authorized to make from time to time investizations of (1) the extent, char- 
acter, and objects of un-American propaganda activities in the United States; 
(2) the diffusion within the United States of subversive and un-American propa- 
ganda that is instigated from foreign countries or of a domestic origin and at- 
tacks the principle of the form of government as guaranteed by our Cons titutior 
and (3) all other questions in relation thereto that would aid Congress in any 
necessary remedial legislation. 

The committee is aware more than ever before of the importance 
and magnitude of the duty entrusted it by the Congress. 

During 1951 the committee held more than 100 public hearings and 
nearly as many executive meetings. The members on several instances 
commenced hearings as early as § o'clock in the morning and frequent- 
ly the hearings would extend into the late evening hours. 

The committee has continued its established policy of permitting 
every witness to appear accompanied by legal counsel. The witness 
has had the opportunity to confer with counsel on ever y occasion he 
so desired. While it is true that a considerable amount of the com- 
mittee’s time has been taken by such conferences, the committee, in 
the interest of fairness, will continue to pursue this policy. 

The committee on every available occasion has publicly invited 1 
dividuals, especially former Communists, to cooperate with the com- 
mittee by appearing before the committee ‘and mi aking such statements 
of facts as will assist the committee in its assigned duty to investigate 
the extent and character of subversive and un-American activities. 

The committee has also frequently invited any person named in test1- 
mony before the committee as being a member of the Communist P: ty 
or Communist-front organization, to come before the committee to 
either affirm or deny the statements made concerning him. 

The committee has been careful to maintain its established policy 
to avoid that noncooperative witnesses are not heard before a sub- 
committee of one member and has insured that in hearing such wit- 
nesses there be present at least one member from each of the majority 
and minority representation. 








a ANNUAL REPORT, COMMITTEE ON UN-AMERICAN ACTIVITIES 


The committee during 1951 conducted hearings to ascertain the 
extent and success of Communist efforts to influence the American 
farmers’ and veterans’ groups. The committee was pleased to find 
that by and large these inherently loyal groups repulsed all efforts 
of the Communists to gain strength within their ranks. 

It was necessary in 1951 for the committee to again conduct hear- 
ings concerning Communist infiltration into the motion- picture in- 
dustry. Hearings conducted in 1947 resulted in the identification 
of 10 persons associated with the motion-picture industry as members 
of the Communist Party. Later, these 10 persons were given the op- 
portunity of denying or aflirming their membership in the Communist 
Party. As a result of their refusal to answer pertinent questions 
asked by the committee, these individuals were cited by Congress for 
contempt, and, subsequently, all 10 received and served jail sentences. 
There were many critics of the committee who claimed at that time 
that the refusal of these individuals to answer questions did not estab- 
lish the proof of their membership in the Communist Party, and voiced 
doubt that these persons were Communists. During the hearings in 
1951 all 10 of these persons were again identified as members of the 
Communist Party. 

It was the hope of the committee, after having conducted the 1947 
hearings, that the motion-picture industry would accept the initiative 
and take positive and determined steps to check communism within 
the industry. Unfortunately, however, the spokesmen for the indus- 
try persisted at that time in painting an unrealistic picture of com- 
munism in Hollywood and some, at least, would have had the Amer- 
ican public believe that there was no such thing as organized com- 
munism in the motion-picture industry. 

The committee pursued its established policy that whenever it is 
obvious that a responsible group, whether in industry, labor, or inde- 
pendent organization, does not perform its duty in guarding itself 
against Communist influence, then the committee must expose this 
defect. So it was with the motion-picture industry. The commit- 
tee’s hearings in 1951 resulted in the identification of more than 300 
persons associated with the industry as members of the Communist 
Party. There were varying opinions given by witnesses as to the 
success of the Communists in influencing the content of motion pic- 
tures. The fact was evident that such efforts were made. 

An opinion given the committee, by a former official of the Com- 
munist Party, concerning the success with which the motion pictures 
were influenced by the Communists, disclosed that Earl Browder, 
while he was head of the Communist Party, made the statement: 





We are less interested in a film that has Communist context, where a few 
hundred people will come and see it. We are more interested in an ordinary 
John-and-Mary picture where there is only a drop of progressive thought in it. 
So therefore the approach must be not that the party wanted to take Holly- 
wood by the throat and change the content. The party understood that Holly- 
wood is a cultural center and has very prominent people there, people who write, 
who go to Washington, who go to New York. They are creative people. And 
where you have creative people, if you influence their thinking, their product 
will be somewhat different. We are going to have a different product. 


This individual in explaining the manner in which the Communist 


Party might exert influence over the content of a motion picture stated 
that he believed that there had been created in Holly wood an atmos- 
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phere for “progressive pictures” and no atmosphere for “reactionary 
pictures.” 

Looking at it in this light. this former official stated that he believed 
that the Communist Party had succeeded fairly well in the Holly- 
wood community. 

Of importance was the disclosure of Hollywood as a reservoir for 
financing Communist objectives, without which the Communist Party 
and its fronts in the United States would have had difliculty operating. 
The committee has scheduled certain additional hearings concerning 
the motion-picture industry as a result of the 1951 investigation. 

During 1951 the committee conducted an investigaiton toward ascer- 
taining the nature and s ‘ope of Communist infiltration into areas of 
vital defense industry in the United States. 

Hearings were conducted concerning this type of Communist activ- 
ity in Maryland and Massachusetts. ‘Through the testimony given by 
Mrs. Mary Staleup Markward and Mr. Herbert A. Philbrick, both of 
whom had operated as undercover agents in the Communist Party 
for the FBI, it was disclosed that as early as 1945 Communist Party 
members were given instructions to take employment in industries 
considered vital to the defense efforts of the United States. It was 
also disclosed that surveys were conducted by the Communist Party 
which would enable it to learn the exact extent of our national defense 
efforts. A representative number from the more than 100 persons in 
the labor field identified as Communists were called before the com- 
mittee and, without exception, they refused to answer questions con- 
cerning Communist membership and association. 

The committee also commenced hearings during 1951 to ascertain 
the American aspects of the Soviet espionage ring disclosed by the 
arrest of Richard Sorge in Japan. The original information concern- 
ing the Sorge ring was discovered by American occupation forces in 
Japan. 

The committee was indeed fortunate in being able to hear Gen. 
Charles A. Willoughby, who had been in charge of the military intel- 
ligenc ‘e branch of the United States oc ‘upation forces in Japan. Gen- 
eral W illoughby introduced voluminous evidence relating to the Sorge 
matter. The committee also heard testimony from Mitsusada Yoshi- 
kawa, who was one of the Japanese procurators who investigated the 
members of the Sorge ring for the Japanese Government. 

From this testimony and evidence, the committee learned that there 
were a number of Americans involved in the Sorge espionage ap- 
paratus, and it is the committee’s intention that these individuals and 
the extent of their involvement be completely exposed. 

In 1950 the committee conducted extensive investigation which re- 
sulted in hearings in the Territory of Hawaii. During those hearings, 
the committee called Jack Kawano, who had been a prominent labor 
leader. Kawano, while denying that he was a member of the Com- 
munist Party at the time of his ap pearance, refused to answer ques- 
tions concerning former membership in or association with members 
of the Communist Party. 

During 1951 Kawano again appeared before ra committee and on 
this occasion answered all questions propounde «d to him concerning his 
membership in and association with the Communist Party. Kawano’s 
testimony definitely established that the strongest labor union in the 
Territory of Hawaii, the International Longshoremen’s and Ware- 
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housemen’s Union, was under complete Communist domination. The 
committee is naturally alarmed at these revelations because of the 
strategic importance of the Territory of Hawaii to the national secu- 
rity of this country. 

Since Whittaker Chambers first appeared before this committee, 
with the eventual result that Alger Hiss went to jail, the committee 
has determined that Chambers’ disclosures be care ully pursued. 

Chambers, whose memory for individuals and events has been 
amazing, advised the committee of an incident which, according to 
his recollection, occurred in 1932. He recalled that while he was 
editor of the Communist publication New Masses, the offices of the 

ublication were visited by a man who was employed by the United 
States Department of State in China, and who requested to see a 
former editor of New Masses. Chambers recalled that this State 
Department employee had a letter of introduction from Agnes Smed- 
ley, a left-wing writer, who was named by Richard Sorge, as having 
been an espionage contact. Chambers recalled this person’s name as 
“Chubb.” 

The committee called Oliver Edmund Clubb, a Foreign Service 
officer of the State Department, who, at first questioning, could recall 
none of the facts related by Chambers. Subsequently, ‘through the 
use of old diaries, Clubb did recall the incident and verified in almost 
every aspect the circumstances as related by Whittaker Chambers. 
The committee has learned that Mr. Clubb’s suitability for continued 
employment is presently under consideration by the State Department. 

This committee, over the past years, has received an alarming 
volume of information reflecting the existence and operation of Soviet 
espionage in the United States. In order that the American people 
and their representatives might have an understanding of this treach- 
ery, an extensive survey was conducted by the committee to expose 
this operation. The result of the committee’s work was compiled in 
a report entitled “The Shameful Years.” 

The committee learned that shortly after communism first became 
personified in the Union of Soviet Socialist Republics, the United 
States of America became the objective of one of the most intense 
and concerted espionage operations. The committee report shows 
that over a period of more than 30 years the Soviet Union has abused 
every principle of ethics and international law in order to acquire 
all information concerning the industrial might and defense measures 
of this country. 

Many of the committee’s recommendations are based on the findings 
that are contained in the report, The Shameful Years. On the basis 
of this record, the committee feels that its recommendations are the 
minimum to afford protection to this country. 

In the course of hearings during 1951 and particularly in those 
dealing with the motion-picture industry, the committee became alarm- 
ingly aware that many persons have a misunderstanding of the true 
purpose of subpenas issued for witnesses to appear before the com- 
mittee. The committee regrets the tendency on the part of some in- 
dividuals to consider a committee subpena as the equivalent of a 
statement of charges or a warrant of arrest for the person served. 

The committee is gravely cognizant that such a misunderstanding 
may seriously hamper the proper procedure of the committee in its 
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functions. There are numerous instances, where, in the pursuit of 
logical investigative leads, individuals innocent of any stigma of 
subversion or wrongdoing are subpenaed to furnish valuable informa- 
tion to the committee. It has been brought to the attention of the 
committee that many of the persons so subpenaed, especially those of 
public prominence, have been subjected to ridicule and discrimina- 
tion as a result of having received such subpenas. 

The Congress will recognize, as does this committee, that such an 
attitude is imprudent and harmful to innocent individuals as well 
as to the work of the committee. For this reason, it is necessary to 

reiterate that the American people should be guided by the public 
record of the committee before judging individuals who appear before 
the committee, rather than to make any premature evaluation on the 
mere service of subpena on a given cadivide il. 

During the past year, this committee has been subject, as have many 
congressional committees in the past, to the efforts of various pressure 
groups. The committee recognizes that for the most part all of the 
American public is interested in the proper identification of Com- 
munists and Communist endeavors. The committee, however, cannot 
lend itself to any selfish aims to discredit or defame any persons or 
groups. To this end, the committee must affirm its directed aims to 
investigate subversive and un-American activities, and takes this 
opportunity to invite any person having definite information con- 
cerning the identities of any Communist or knowledge of subversive 
endeavors to furnish such information to the committee. 

The committee feels that in the present troubled times there is a 
tendency to loosely identify persons as members of the Communist 
Party. This tendency in many ways works adversely to the efforts 
of this and other committees and agencies to properly identify mem- 
bers of the Communist Party for the American public. In order to 
avoid that, through public misunderstanding, the term “Communist’ 
might become nothing more than a descriptive adjective or a low 
epithet, the committee will continue to pursue the practice of furnish- 
ing positive proof of the Communist membership of any person or 
group so described. 

The committee, in its exploration of the extent and tactics of the 
Communist Party in the United States, has met with many obstacles 
and difficulties. Not the least of these has been the reluctance of 
former Communists to give testimony before the committee which 
might bring upon them public censure and economic retaliation. 

The principal source of committee information during 1951 was 
the former Communist. The knowledge now possessed by the Con- 
gress and by the American people is the total of the sums of informa- 
tion disclosed by men and women who were formerly in the ranks 
of the Communist Party. To deny to these cooperative witnesses a 
full opportunity for social, economic, and political rehabilitation fol- 
lowing their testimony before committees of the Congress will not 
only render more difficult the obtaining of authentic and nec essary 
information about the Communist conspiracy and the operations of 
Communist branches and sections, but, what is equally important, 
may serve to drive the former Communist into other associations 
which prey upon the disillusioned and outcast. Without exception 
cooperative witnesses profess to have broken completely their philo- 

H. Rept. 2431, 82-22 
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sophical and physical ties with the Communist Party. All have been 
made the object of vilification and abuse by their former comrades. 
Finding a welcome neither among loyal Americans nor Communists, 
the friendly witness becomes in truth and in fact a social problem and 
an embittered piece of human flotsam. The former Communist who 
has left the ranks of the conspiracy and desires to place his knowledge 
of the party at the disposal of his Government should be given every 

opportunity to do so, and it is the belief of the committee that he should 
be permitted, insofar as his subsequent conduct and qualifications per- 
mit, to rehabilitate himself in the eyes of and in the ranks of loyal 
American citizens, 

Today there are thousands of former Communists in the United 
States; men and women who look upon their life in the Communist 
conspiracy as a tragic mistake which they sincerely regret having 
made. They prefer | to speak, and they will speak, given “the sympa- 
thetic understanding of their fellowmen. The committee recom- 
mends that cooperative witnesses before the committee be accorded a 
fuller measure of understanding by employers and associates, to the 
end that they can take their places in the ranks of those who are 
engaged in the mortal struggle against world domination. 

Duri ing 1951 the committee's hearings disclosed the positive identi- 
fication of more individuals as members of the Communist Party than 
during any preceding year in the history of the committee. 

In line with the established policy of the committee, no schedule for 
proposed hearings is being announced but the Congress may be assured 
that this committee will continue to pursue every aspect of subversive 
and un-American activities. 


Communist Errorts To INFILTRATE Farm Groups 


The committee is aware that in the Communist formula for world 
conquest, one of the prime par es in any country is control in the 
agricultural field. In Soviet Russia, the first endeavors were made to 
place the farming population under Communist subservience. The 
much publicized and often repeated “5-year plans” of the Soviets have 
dealt largely with the collective farms, which in reality are nothing 
more than slave-labor camps. The committee has learned that in the 
Soviet plan for the conquest of China the principal target was the 

‘apturing of the great mass of peasants. In this the Soviet efforts 
were so successful that it was sometime before the Western World 
realized that the turmoil in China was a Communist revolution rather 
than an “agrarian reformation” which some persons would have us 
believe. 

Possessing this information, the committee determined to ascertain 
what inroads, if any, had been made by the Communists among the 
American farmer. In furtherance of this determination the com- 
mittee called Lement U. Harris, who was secretary of the farmers 
national committee of the Communist Party in the United States. Mr. 
Harris, while refusing to answer any questions dealing with Com- 
munist membership or association, did admit an interest in various 
farm groups in the United States. 

The committee is pleased to report that with nat few exceptions the 
farmers’ groups within the United States have been impervious to the 
Communist efforts to infiltrate into their ranks. 
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Communist Tactics AMonG Vererans Groups 


Communism, having gained power through national discord, has 
always preyed upon the misfortune of its enemies, the free countries 
of the world. 

In the United States during the year 1932 there was a group of well- 
meaning men, who, having served their country loyally during World 
War I, and finding little or no employment, were ready to exhibit 
dissatisfaction with their Government. The Communists. miscaleu- 
lating the caliber of these men, endeavored to gain advantages through 
using r the veterans to accomplish their selfish aims. 

The committee heard the testimony of John T. Pace, who, as a 
Communist during that period, was assigned to effect control of the 
veterans for the Communists. Mr. Pace testified that it was the 
desire of the Communists to accomplish an armed revolution which 
could be converted to a Communist victory. 

The committee hopes that, if the Communists again choose to accom- 
plish a revolution in the United States, it endeavors to influence a group 
of veterans because if they do so the country will have no worries 
from that quarter. 

The testimony of Mr. Pace only reiterated what the committee 
already knew concerning veterans’ groups; that with but few excep- 
tions there is no more loyal group within the United States than those 
men and women who have sacrificed so much that this country may 
be free of such tyrannies as communism. 


Houtitywoop Morion Picrure Inpustrry 


During the year 1951, the committee devoted a great deal of atten- 
tion and investigative effort to Communist infiltration in the Holly- 
wood motion-picture industry. The motion-picture business ee 
sents an investment of billions of dollars. It is not the committee 
purpose to destroy this investment. It must be remembered, cetiaeans 
that the American public also has an investment in Hollywood for, 
prior to the advent of television, the American public relied almost 
solely upon Hollywood motion pictures for visual, dramatic presenta- 
tion. It must be realized that moving pictures have a tremendous 
emotional effect upon the audience which views them. The same is 
true of television shows. Because of the vast new potentialities of 
television it seems logical that Hollywood motion pictures will some 
time in the future be presented on a large scale to television audiences. 

The committee hopes that its investigation of Hollywood will have 
a far-reaching effect and prevent a large-scale future Communist 
infiltration of the television industry. It is logical to assume that the 
Communists will endeavor to infiltrate television on a large scale 
because it is rapidly becoming an important entertainment medium 
in the United States. The committee realizes that the vast majority 
of entertainers and workers in the entertainment field are patriotic 
and loyal Americans, but the flow of money to Communist coffers 
which comes from those who are disloyal must be stopped. 

The need for remedial action was ‘amply demonstrated when it 
was found that four Communist-front organizations, which had oper- 
ated in the State of California, had received approximately $1,000,000 
from members of the Hollywood motion-picture industry. It had 
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long been known that Hollywood was one of the principal sources of 
funds for the Communist Party of the United States. 

During the course of the hearings, certain persons who would not 
cooperate with the committee tried to minimize the value of the com- 
mittee’s investigation by stating that the Communists in Hollywood 
were not a bad lot ; that they were all good Communists who had never 
attempted to ov erthrow the Government; that they had not carried 
on espionage; and that no Communist propaganda ‘had been inserted 
in motion pictures. These persons purposely overlooked the principal 
reason for the committee's investigation. They did not want to bring 
out the fact that the money which flowed into the Communist Party 
from Hollywood helped to make it possible for those who have sought 
and those who still seek to overthrow the United States by force and 
violence and to betray its defense secrets to an enemy to lay the ground- 
work for future catastrophies which would result in death to American 
sons on world battlefields and severely damage the economic status 
of every citizen of the United States. 

It has been noted in press reports that the same persons who said 
there were no Communists in Hollywood in 1945, which was the date 
of the committee’s first investigation of the industry, are now saying 
that communism in Hollywood is mythical. If communism in Hol- 
lywood is now mythical, it is only because this committee conducted 
three investigations to bring it about. The industry itself certainly 
did not accomplish this. It should be recalled that during the 1947 
hearings the motion-picture industry adopted a hostile attitude toward 
the committee’s hearings. In deference to the industry, however, it 
might be said that there was substantial cooperation during the 1951 
hearings as compared with those of 1947. The committee holds no 
brief for those still connected with the industry who try to minimize 
the extent of Communist infiltration in Hollywood and the prime 
danger it represents. 

The committee was astounded when the true extent of Communist 
infiltration and manipulation in the Hollywood motion-picture indus- 
try was disclosed. The committee had assumed that its 1947 hearings 
had served to minimize the power of the Communist Party among the 
devotees of the silver screen. However, it was found during the 
course of the 1951 hearings that actually the 1947 hearings had not 
lessened the extent of Communist infiltration in Holly wood and had 
not prevented the flow of money from Communists and fellow travel- 
ers employed in the industry to the Communist Party. The influence 
of the party in the Screen Writers’ Guild, however, was severely cur- 
tailed as a result of the hearings held by the committee during the 
year 1947. 

It must be stated, however, that, if the same number of Communists 
existed in every segment of American life as in the case of Hollywood 
motion-picture writers during past years, the United States would be 
ina precarious position. 

The committee’s investigation of the motion-picture industry was 
concerned almost entirely with the problem of exposure of the actual 
members of the Communist Party and did not deal, except in a few 
instances, with the problem of those who held or had held the status 
of fellow travelers. 
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It must be realized that investigations of industries, such as the 
Hollywood motion-picture industry, are costly at least insofar as the 
funds allotted to a congressional committee are concerned. It would 
be an impossibility for the committee to call before it all of the fellow 
travelers in Hollywood, or in any other industry for that matter. On 
the question of fellow travelers, Suffice it to say, for the present at ‘leas st, 
that Edward Dmytryk best demonstrated the damage done | ry fe llow 
travelers when he said, in a story which appeared in the Saturday 
Evening P ost, on May 19, 1951, entitled “What Makes a Hollywood 
Communist ?”’ 

The time has come now when even the fellow traveler must get out. They’re 
like the waxy capsule that protects the tubercle—dissolve that waxy covering 
and you could kill tuberculosis in no time. 

Further regarding the fellow traveler, Dymtryk, according to the 
Saturday Evening Post story, said: 

I know now that you can't aid a Communist front in any way without hurting 
your own country. The Hiss conviction, the Judith Coplon trial, they all show 
that no matter how small a fraction of the party is guilty of espionage, the 
responsibility is on the whole party, and anyone who supports it. 

During the 1951 hearings of the committee dealing with the Holly- 
wood motion-picture industry, there were more than 300 persons con- 
nected with the industry who were definitely identified as members of 
the Communist Party either past or present. The committee in these 
hearings alone heard more than 90 witnesses. 


ComMMUNIST ACTIVITIES IN VITAL DEFENSE AREAS IN THE UNITED STATES 
BALTIMORE 


The committee during the past year has been devoting a large share 
of its efforts to the investigation of the exposure of Communist activ- 
ities in vital defense centers in the United States. It adopted the 

rocedure of conducting its investigations by defense production areas, 
c ‘ause previous investigations of Communist-dominated unions have 
left untouched Communist-front activities in the areas where the 
Communist unions were located—untouched, even though the fronts 
were designed to aid the Communist Party in its infiltration of our 
basic industries, The old procedure also left untouched members of 
the Communist Party who had infiltrated non-Communist unions, 
under instructions of the Communist Party, for the purpose of divid- 
ing the leadership of these unions, if not successful in obtaining abso- 
lute control. 

The role the Communist Party has laid out for the labor movement 
in the United States is expressed in the report of the CLO Executive 
Board Committee, which was appointed “to investigate charges that 
the United Office and Professional Workers of America” were follow- 
ing policies consistently directed toward the achievement of the pro- 
gram for purposes of the Communist Party. In this respect, the CIO 
committee found: 

The Communist movement, from its inception, purported to be a movement 
of working people. Its basic thesis was that a new order of society must be 
created by revolution of the working classes and that the “dictatorship of the 
proletariat” must be established. Because of this basic thesis, Communist 
philosophy has always been predicated upon the use of trade-unions as an instru- 
ment of Communist policy and as a weapon by which the party could organize 
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the working classes and bring nearer the revolution from which the dictatorship 
of the party would emerge. As Lenin said: 

“It is necessary to agree to any and every sacrifice * * * to resort to all 
sorts of devices, maneuvers, and illega! methods, to evasion and subterfuge, in 
order to penetrate the trade-unions, to remain in them and to carry on Commu- 
nist work in them at all costs.” 

The Communist movement has thus always sought to operate through trade- 
unions, to speak in the language of labor and as a spokesman and leader of 
labor, and thus, by trickery and stratagem, to direct labor toward the goals of 
communism, 

The use of the trade-unions as an instrument of the Communist 
policy has been demonstrated by both intent and action. Communist 
strategy to destroy this country ’s industrial might is the same today 
as it was during the days prior to World War II when Hitler and 
Stalin were allies. 

Compare the actions of the Communist labor leaders of today in 
support of the Communist “Labor Committee for Peace” with the 
actions of these same Communist labor leaders in support of the 
“American Peace Mobilization” which flourished prior to World War 
II. Like the Labor Committee for Peace, the American Peace 
Mobilization was violently protesting the efforts of the United States 
to assist free countries of the world repulse aggression. This aggres- 
sion of the 1939-41 period, which was led by Hitler, was fully sup- 
ported by Stalin. Thus, these American Communists who decry 
fascism were wholeheartedly supporting it, while at the same 
time denouncing the United States as an imperialistic warmongering 
nation because of our aid to nations who were fighting fascism. “Their 
cries of today are identical. The United St: ites is again an imperial- 
istic warmongering nation because it opposes Communist aggression 
in Korea 

The first of the defense-area investigations, which resulted in pub- 
lic hearings, was that of Baltimore. In this area, in addition to vital 
electronic, aircraft, maritime, and shipbuilding industries, there is 
located the vital steel-processing plant of the Bethlehem Steel Corp. 
known as Sparrows Point. This plant is the largest steel-processing 
plant in the United States and the second largest such plant in the 
wa The importance of this plant to the Communist Party can 
best be understood by reviewing the testimony of Mr. Mary Staleup 
Markward. 

Mrs. Markward, a Virginia housewife, acted as an undercover in- 
formant for the Federal Bureau of Investigation from 1943 until 
she was expelled by the Communist Party in February 1951 as an 
enemy of the Communist Party. Mrs. Markward, who rose within 
the Communist ranks to the position of treasurer of the Communist 
Party for the District of Columbia, and w as a ranking functionary of 
District 4 of the Communist Party which included Maryland, testi- 
fied at length on the Communist activities in this are interrogated 
with respect to the importance of local industries to the Communist 
Party, Mrs. Markward stated: 


In District 4, and particularly in Baltimore, the decision of the district com- 
mittee Was that the steel industry should be the primary concentration point; 
and the maritime industry should be the secondary concentration point, the 
maritime industry including seamen, longshoremen, and other related things. 

Also, electrical workers were to be organized. Im Washington, D. C., building 
trades were the primary concentration point. 
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As disclosed in Mrs. Markward’s testimony, these decisions were not 
reached by the local Communist organiz: ition but were decisions which 
were handed down by the national committee of the Communist 
Party. 

The importance which the Communists placed upon the steel in- 
dustry in Baltimore can also be seen through the fact that George 
Meyers, the labor secretary of the Communist Party of Maryland 
(presently under indictment for violating provisions of the Smith 
Act), was assigned to devote his full efforts to Communist infiltration 
of the steel industry. The Communists were successful in establish- 
ing a cell at the Sparrows Point plant of the Bethlehem Steel Corp., 
even though the anti-Communist United Steel Workers of America 
is the employees’ bargaining agent. 

The committee subpenaed eight of the leading Communist em- 
ployees at the Sparrows Point plant, all of whom refused to answer 
all questions relating to their Communist Party activities on the 
grounds of self-incrimination. One employee, Robert W. Lee, even 
refused to name his present and previous employers, or to supply the 
committee with the name of his wife. He took this latter stand be- 
cause at the time of his testimony, his wife, Eugenie Greer Lee, was 
a school teacher in the public-school svstem of Baltimore. Howard 
Bernard Silverberg was an employee at Sparrows Point and, together 
with his wife, founded the Communist “Baltimore County Committee 
for Peace.” Silverberg also refused to answer pertinent questions 
on the grounds of self-incrimination. 

The hearings on Baltimore developed that the Communist Party 
of this district did not establish a Maryland or District of EE 5 
branch of the Labor Committee for Peace, but rather organized ¢ 
new Communist peace organization, the Maryland Committee for 
Peace. To attract scores of unsuspecting members of the clergy, to- 
gether with a large group of industrial and white-collar workers, 
the Maryland Committee for Peace drafted its own peace petition, 
which was designed to seek the same advantages to the Communists 
as the Stockholm Peace Pledge. Through circulating their own peti- 
tion, the Communists in Baltimore were enabled to present a front 
not officially tied in with the Labor League for Peace or the Stock- 
holm appeal. ‘To give their organization a respectable ap pearance, 
Phil Frankfeld (presently under indictment for violating provisions 
of the Smith Act), then chairman of the Communist Party of Mary- 
land and the District of Columbia, selected Ruth H. Bleier, a medical 
intern at the Sinai Hospital; Gunther Wertheimer, a graduate stu- 
dent at Johns Hopkins University: and Louis Shub, a concert pianist, 
to create the new organization. These individuals perfectly suited 
the Communist: needs because they had never been publicly identified 
as members of the Communist Party, nor had they been overly iden- 
tified with predecessor Communist-front groups. Yet the fact of 
their affiliation, as disclosed by the Baltimore hearings, was that these 
individuals had been disciplined members of the Communist Party 
for some time. The irony of this situation was that Wertheimer, the 
organizer and real leader of the Maryland Committee for Peace, was 
able to devote his full time to its activities because he was receiving a 
veteran’s subsistence allowance as a student studying under the provi- 
sions of the GI bill. Dr. Bleier was at the same time supported 
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through the income of her husband, a captain in the Army Medical 
Corps on active duty at Walter Reed Hospital, Washington, D. C. 

The investigation conducted by your committee in Baltimore pro- 
duced evidence of ‘the one-time Communist Party membership of 
over 500 Baltimore residents. Over 300 of these individuals were 
employed in defense industries in the Baltimore area during World 
War II. The difficulty presented by the small staff of your commit- 
tee made it impossible to conduct full background investigations on 
all those identified as having been members of the Communist Party. 
Therefore, only a small percentage of those currently employed in 
vital industries were subpenaed. Continuing investigation indicates 
that many of the Communists who left vital industry employment 
after World War II are now returning to defense industries due to 
the defense build-up caused by Soviet aggression. This is, of course, 
a direct threat to the security of the United States. 

The Government and industry must take cognizance of the danger 
faced through the employment of Communists. On the other hand, 
so must the workers, who have the right by ballot to rid themselves 
of Communists, their sworn enemy. Milton Seif, an employee in 
the Key Highway yard of Bethlehem Ship Building, was a candidate 
for the office of business agent of the Key Highway local of the anti- 
Communist International Union of Marine Shipbuilding Workers 
of America. He was rejected by the workers for this office, only to 
be elected by them to the powerful position of chairman of the local’s 
negotiating committee, after he had refused on the grounds of self- 
incrimination to state whether he was a member of the Communist 
Party. 

The employees of the American Smelting & Refining Co. continue 
to have as their bargaining agent the Communist-dominated Mine, 
Mill and Smelter Workers of America, even though Pete Forrest, a 
leader of the local, and Walter McMannamon, a former international 
representative and organizer of the Mine, Mill and Smelter Workers, 
refused to deny their membership in the Communist Party on the 
grounds of self-incrimination. This, on top of the fact that the Mine, 
Mill and Smelter Workers have been expelled from the CIO for their 
subservience to the Communist Party. 

The employees of Westinghouse Electric and the employees of 
Loche Insulator continue to have as their bargaining agent the Com- 
munist-dominated United Electrical, Radio and Machine Workers 
of America. Testimony before this committee has disclosed that 
nearly every top leader of the UE has been identified as an active 
member of the Communist Party. The CIO has expelled the UE 
because of that union’s subservience to the Communist Party. The 
UE international representative in Baltimore at the time of the com- 
mittee’s hearings, Herb Nichols, admitted to signing a Communist 
Party nominating petition in 1940. Charged with being a leader of 
the Communist Party in Philadelphia and Delaware, as well as being 
a member of the Communist Party at the time he testified, Nichols 
refused to answer on the grounds of self-incrimination. Not only is 
Nichols a member of the Communist Party, but the UE international 
representatives who preceded him, such as Herbert Hirschberg, Jack 
Myers, and Jack eres were active members of the Communist Party 


during the time they were in Baltimore. William W. Hill, a one- 
time president of Westinghouse local, whose legal counsel is a mem- 
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ber of the Communist Party, also refused to answer questions relating 
to his Communist activities on the ground of self-incrimination. 

The committee is continuing to follow the activities of the Com 
munst Party in Baltimore because of the area’s importance to national 
defense. As Communist Party members move into defense employ- 
ment or establish new front organizations to solicit aid to Communist 
endeavors, the committee will hold additional hearings. 

Since the committee hearings, the Communists have already estab- 
lished two new fronts whose activities are being watched. These 
organizations are known as the Committee To “Defend American 
Freedoms, which was formed by the wives of the Communists sub- 
penaed before the committee during its hearings, and the Committee 
To Uphold the Bill of Rights, which has been “ereated to defend the 
Communist leaders who were indicted for violating the provisions 


of the Smith Act. 


MASSACHUSETTS 


In the testimony relative to the defense area of Baltimore. Mrs. 
Mary Staleup M: irkward discussed the Communist strategy of infil- 
trating vital defense plants in that area. On July 23, 1951, the com- 
mittee took testimony from Herbert A. Philbrick, a resident of Mel- 
rose Highlands, a suburb of Boston. Philbrick, like Mrs. Markward, 
served for over 7 years as an undercover agent for the Federal Bureau 
of Investigation. His activity differed from that of Mrs. Markward 
in that she was a publicly identified official of the Communist Party 
while he was an underground member and functionary. Philbrick, 
who was active in the affairs of Communist-front organizations such 
as the Massachusetts Youth Council, the Cambridge Youth Council, 
Sweethearts of Servicemen, and the American Youth for Democracy, 
became an executive of the Communist Party in 1946 and 1947. As 
an executive of the Communist Party, Philbrick was a member of the 
district executive committee and, as such, attended Communist Party 
district executive conferences which were held in Boston. 

Testifying with respect to the district executive conferences and 
their purposes, Philbrick stated : 


I believe these were titled “party building conferences,’ and each of them, 
I found, was for the purpose of infiltrating heavy industries or key industries, 
in our area | Massachusetts} and in the United Stutes 

I remember specifically at one of the party building conferences the com- 
rades were instructed to take positions as colonizers; that is, to take upon 
themselves the duty of being colonizers in the key industries. 

That meant if you had a job in a small business or nonessential industry, 
you should leave it and take a job in one of the key industries. These key 
industries were listed by the party leaders. We were told they were industries 
important to the war effort. 

We were instructed that the imperialist aims of the United States, the war- 
promoting purposes of the United States, were to carry on a war against the 
Soviet Union, and a war against the free peoples of the world, that is, peoples 
under the jurisdiction of the Soviet Union, 

We were told that the chief means at the disposal of the American imperial- 
ists was the production capacity of this country, which they said was owned 
directly by the capitalists of the United States 

We were taught that since this was the key weapon, it was the weapon we 
had to attack and destroy as Communists. 

We were told in New England one of the kev industries consisted of the 
General Electric plant in Lynn. We were told one reason why colonizers 

H. Rept. 2431, 82-2 
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were needed there was because it was involved in the development of defense 
materials, including jet airplane engines. I might point out that at that 
time no one outside of the party bad any knowledge that jet airplane engines 
were being developed at the General Electric plant in Lynn, but they knew 
that. 

Another key industry was the communications industry; another was the 
leather industry, boots and shoes; and another was the clothes industry, serv- 
ice clothes, and so forth. 

We were told that the steel industry and lines of transportation were very 
important centers for Communist Party infiltration and colonization, so various 
com-adces were ordered at this time to take up jobs at these spots. 





Vestifying as to the distinction drawn between the key industries 
in sew England and nationally, Philbrick further stated : 

We were told in certain sections of the country the steel industry would be 
the main pvint of concentration’ whereas in New England the steel industry 
Was hot as important. We had seven or eight comrades assigned to the Gen- 
eral Electric plant in Lynn, and only one assigned to the steel industry, to my 
knowledge, to set up the colonization program. 

Philbrick’s testimony with respect to colonizing key industries by 
the Communist Party details what we as Americans have to fear from 
the employment of Communists in industry. Philbrick testified that 
Daniel Boone Schirmer, a functionary of the Communist Party in 
Massachusetts, relating to trade-union and industrial activities, pre- 
pared a mimeographed industrial survey form which was distributed 
to Communist Party workers or functionaries connected with local 
industries. ‘This form, when executed, supplied the Communist Party 
with information regarding the following: (a), What the plants were 
producing, (6) the quantity of items produced, ‘(c) the identity of the 
union bargaining agents, (dZ) the number of employees, (¢) number 
of Communist Party members employed in the particular plants, (/) 
training and qualifications of Communist employees, and (vy) the exact 
influence the Communists had in the particular unions covering the 
particular industries. While this form did not call for blueprints 
of the plant, Philbrick testified that Schirmer was obtaining blue- 
prints of the industries in the Massachusetts area. 

With the Communists teaching that they must control or destroy 
America’s key industries, the committee wonders whether a member 
of the Communist Party has to be caught in an act of sabotage o1 
espionage before he forfeits his right to work ou America’s vital 
defense contracts. Philbrick further testified, as has been previously 
noted, that the Communist Party knew that the General Electric plant 
at Lynn, Mass., was producing jet engines long before it became public 
know ledye. 

Departing from the Massachusetts area and the testimony of Phil 
brick for a moment, your committee desires at this point to call atten- 
tion to evidence obtained during an investigation in another defense 
production area. In this area, a vital defense plant has a contract to 
produce restricted defense items for the Navy. The Navy made pre- 
liminary security investigations of the employees working on the re- 
stricted contracts and found that several employees were members 
of the Communist Party. The Navy notified the contractor, advising 
him that the employees were disqualified to work on restricted contract 
items, and asked the contractor to remove these employees from their 


1 Mrs. Markward testified that steel was the main point of concentration in the defense 
area of Baltimore. 
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employment on the vestricted items. The contractor notified the 
employees that they had been denied access to classified e mp rloyment, 
This took place in 1949 and you would assume that the employees were 
removed, ee no, the Communist-dominated union of which these 
employees are members is so strong that it threatened to strike the 


plant if the employees were removed, or, to use the union’s exact 
language : “Any move to take — off | his present job will con- 


stitute a contract violation which will not be tolerated by this union, 
with the result that today these empiovees are still working on re- 
stricted contracts and, as Communists, allegedly advising their Com- 
miunist superiors of the details of the defense items upon which they 
work. ‘This is a situation which has to be corrected through remedial] 
and enforceable legislation. 

Philbrick identified Nat Mills. Don Bollen, Don ‘Tormey, and Robert 
Goodwin as individuals assigned to colonize the General lectric plant 
at Lynn, Mass., a plant which we have previously noted is manufac 
turing, among other items, jet-propulsion motors. Mills, Bollen, i 
Goodwin were subpenaed to appear before the committee, and refused 
to answer all questions relative to their Communist Party membership 
on the grounds of self-incrimination. Don ‘Tormey, while denying 
present membership in the Communist Party, refused to answer any 
questions on the grounds of self-incrimination with respect to the 
years that Philbrick identified him as being a Communist Party mem- 
ber. Tormey, attempting to use his appearance before your commit- 
tee as a soap box, claimed that Philbrick’s testimony was false when 
he was not answering questions relating to Philbrick’s testimony. 
When questioned specific ally as to any particular point related by 
Philbrick, however, he refused to deny the testimony on the grounds 
of self-incrimination. Bollen also refused, on the grounds of self- 


| incrimination, to answer questions as to whether he gave directions to 
any person to furnish him with information regarding defense-plant 
lay-outs. 
Na i ia relating to key industr 11 » Mass 


chusetts area, Philbrick testified at length with reference to the unde1 
ground apparatus of the Communist Party to which he was assigned. 
Philbrick was assigned to the profession: ; section of the Communist 
Party, which section included many of the intellectual leaders of the 
community such as doctors, lawyers, and teachers. Philbrick furthe: 
testified that there were between 70 and SO members of the profes 
sional section, divided, for security reasons, into 13 = ps or cells. 
The Massachusetts Institute of Technology and Harvard University 
had a group composed of professors, while doctors, Jaw yers, and Gov 
ernment employees were assigned to their own profession: il groups. 
Even a group influential in the field of re ligious activities was a part 
of the professional section of the Communist Party. Individuals 
trom these groups are to be found as the leaders of the front organiza 
tions created by the Communist Party. 

It is these individuals, especially the college professors. who lead 
unsuspecting citizens, including our youth, first down the road of so 
cialism and then onto the road of communism, from which many are 
unable to return. ; 

Among those Philbrick identified as being members of the profes 
sional section of the Communist Party was Dr. Dirk J. Struik, a pro 
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fessor of mathematics at the Massachusetts Institute of Technology. 
According to Philbrick’s testimony, both before your committee and 
during his appearance as a Government witness in the trial of the 11 
Communist leaders, Dr. Struik taught courses at the Communist 
Samuel Adams School i in Boston, in addit i ion to teaching violent over- 
throw of the capitalist state to members of the professional section of 
the Communist Party. During this same time, Dr. Struik was teach- 
ing his students at the Massac husetts Institute of Tec ‘hnology. 

Arguments are often advanced that the employment of Communist 
Party personnel to teach in our schools and universities does not sub- 
ject the student to the teacher’s ideology, especially when the teac caged 
teaches a nonpolitical subject such as mathematics. Dr. Struik is : 
mathematics professor, and, as an ext unple of the fallacy of the ei 
going argument, it is interesting tq examine a statement bv the Rev. 
Alexander St.-Ivanyi. pastor ‘of the First Unitarian Church of 
Jamaica Plain, Mass. In reading this statement, it should be borne in 
mind that the Rev. Alexander St.-Ivanyi is the former head of the 
Unitarian Church of Hungary and a former member of the Hungarian 
Parliament who was forced into exile by the present Communist gov- 
ernment in Hungary: 

It so happens that T taught “The Growth of Democratic Thought” for 5 years 
(1947-51) at the Massachusetts Institute of Technology where Dr. Struik was 
professor of mathematics at that time. In the curriculum of this course I had 
to teach Marxism, and its present-day varieties, namely Leninism and Stalinism 
also. According to the plan of instruction, my group of students was changed 
every term, so that in the 5 years I met 10 different groups of sophomores. In 
practically every group one or two students usually questioned and contra- 
dicted both my own eye-witness account, and the accounts found in current rele- 
vant literature, of the purges, “corrective labor-camps,” stakhanovism, and other 
practices of the Communist regimes in the iron-curtain countries. 

This was to be expected, it was part of the plan that discussion should de- 
velop in class. It was more surprising, however, that as often as not these 
contradictors quoted Professor Struik as their source and authority. As far 
as I knew, Professor Struik was employed to teach mathematics, not political 
sicence or any interpretation of current events. Nevertheless, in the much 
abused name of “academic freedom,” I accepted the challenge and did my best 
to elucidate the problems in the minds of my students, which often were in- 
fluenced in a contrary direction. * * * 

History alone will show how many of Professor Struik’s students 
were led by him down the road to communism, from which they were 
unable to return until they had performed acts against their country 
and fellow citizens. The administrators of the Massachusetts In- 
stitute of Technology share equally, if not more so, the responsibility 
for leading these young people away from American ideals and demo- 
cratic principles. . 

Dr. Struik was identified as a Communist teacher of violent over- 
throw of government in the testimony of Philbrick in 1949 during the 
Foley Square trial of the 11 top Communist leaders. Nevertheless, 
he was permitted to teach at the Massachusetts Institute of Technol- 
ogy until this year when he was indicted by a Massachusetts grand 
jury for advocating the violent overthrow of the Government of 
Massachusetts. 

Following the indictment of Professor Struik by a Massachusetts 
grand jury, we find Prof. Kirtley F. Mather, who exerts an influence 
over thousands of students at Harvard University, addressing the 
following letter to 30 ministers of the gospel in eastern Massachusetts: 
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, 
155 Homer Street, NEWTON CENTER, MASS., 
November 9, 1951. 

DEAR FRIEND: I know that you, like all other lovers of freedom and true dem- 
ocracy, must be very much interested in the forthcoming trial of our fellow 
citizens here in Middlesex County who have been indicted under the Massachu- 
setts Anti-Anarchy Act. It has come to my attention that Professor Struik is 
Willing to give Some time to the very desirable effort of getting better acquainted 
with the people of our State and having people discover just what sort of person 
he really is. 

I therefore, anr wondering whether there might not be some opportunity in 
your church or personal activities for him to meet you and your friends in an 
entirely informal way. Perhaps he could be invited to attend some gathering 
at which you will be present and where he could meet some of the people of 
your community and chat with them. Please communicate with Mrs. Janet 
Faxon, 480 Center Street, Jamaica Plain, Telephone JAmaica 2—-8416 

This is not a suggestion that he be invited to speak at a meeting of any or 
ganization, although I am sure he would be glad to do that, were he so requested. 
It is rather my thought that there might be an opportunity for your community 
to make his acquaintance in an informal, shall we say, social Manner, 

Faithfully yours, 
(Signed) KirtLey F. MATHER 
MML 

With individuals like Professors Struik and Mather teaching in 
our leading universities, your committee wonders who the Professor 
Struiks were at Harvard who led Alger Hiss along the road of com- 
munism until he committed espionage against his country. Who were 
the Professor Struiks at Columbia who led Elizabeth Bentley into 
her eventual role as a courier in the Soviet espionage apparatus? 
Who were the Professor Struiks responsibe for ae, the Rosen- 
bergs, Hiskey, Gold, and others into their espionage roles 

The committee has read newspaper accounts of the concern voiced 
by lez ading universities over football and their pP rlans to dee mp yhasize 
the sport. When will our colleges display the same concern over the 
activities of Professor Struik and his kind and deemphasize 
Marxism ? 


AMERICAN CoMMITTER To Survey TrADE UNION ConpbIrions IN EUROPE 


Your committee, during the past session of Congress, in connection 
with its defense area investigations, came upon the activities of the 
American Committee to Survey Trade Union Conditions in Europe. 
This organization was created by the Communist Party for the pur- 
pose of supplying Communists or Communist- disciplined trade- 
unionists transportation into the Soviet Union and its satellite coun- 
tries to propagandize against the United States and in behalf of the 
Soviet Union. During the investigation, the identity of over 30 
American trade-unionists from our leading industrial areas was 
learned. In all of these cases, according to your committee’s investi- 
gation, the individuals failed, in applying for their passports, to state 
the true nature of their travel or to identify the countries to which 
they were destined. 

The Passport Division of the State Department, under its able 
director, Mrs. Ruth B. Shipley, and its assistant director, Ashley 
J. Nicholas, offered the committee its full and complete 
cooperation. However, in supplying the committee with all infor- 
mation in its possession, the Passport Division requested that no action 
be taken in this matter for the reason that the Federal Bureau of 
Investigation had information that the American Committee to Sur- 
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vey Trade Union Conditions in Europe was preparing to send another 
delegation behind the iron curtain. It was the feeling of the Govern- 
ment agencies that public exposure of the organization would elim- 
inate any chance for Government prosecution. Your committee, even 
though it had devoted considerable time to this matter, strongly felt 
that it would be contrary to public interest to hold hearings and 
thereby interfere with a possible prosecution. As pointed out by the 
State Department, no prosecution of the original passport applicants 
was possible because the Government could not prove that the appli- 
cants intended to travel behind the iron curtain prior to the time they 
applied for passports. 

our committee has determined in this matter, as in the case of 
the American youth who attended the Communist-sponsored World 
Youth Festival which was held in the Soviet zone of Berlin in August 
1951, that Congress should give immediate attention to amending 
our passport laws to eliminate the loopholes through which the Com- 
munists jump to obtain passports for their purposes and, by so doing, 
violate the intentions of Congress without fear of prosecution. The 
Congress attempted to plug the loopholes by providing in the Wood- 
McCarran Act, Public Law 831, of the Eighty-first Congress, a pro- 
hibition against the issuance of passports to members of a Commu- 
nist-action organization. The Board, however, created by the law, 
has yet to find any organization, even the Communist Party itself, to 
be a Communist-action organization and, therefore, the passport pro- 
vision is not in operation at this time. With the Passport Division 
issuing over 300,000 new passports or passport renewals yearly, it is 
impossible to obtain security clearance on the applicants prior to the 
issuance of the passports. 


Jack Kawano 


During the year 1951 the committee was fortunate in being able to 
hear the testimony of Jack Kawano of Honolulu, Hawaii. Mr. 
Kawano had been one of the first members of the Communist Party 
in the Territory of Hawaii. He was also one of the foremost labor 
organizers in the Territory of Hawaii. Jack Kawano commanded 
quite a following among workers in the Territory of Hawaii as a result 
of his long fight for the recognition of their rights. He testified that 
he had joined the Communist Party in 1938 in the Territory of Hawaii. 
He remained in the Communist Party until early in 1950. During his 
membership in the Communist Party, Kawano testified that he was 
also a high-ranking official in the International Longshoremen’s and 
Warehousemen’s Union in Hawaii. Kawano testified that the major- 
ity of the ILWU down through the years has been Communist- 
dominated. 

Kawano was a witness before a subcommittee of the Committee on 
Un-American Activities during its hearings in Honolulu in April of 
1950. He stated he was not a Communist at that time, but declined to 
answer any other questions with respect to Communist Party member- 
ship or activities. Mr. Kawano was subsequently indicted for con- 
tempt of Congress, along with 38 other defendants. These defend- 
ants were subsequently found not guilty by the Federal court in 
Honolulu. 
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Kawano’s testimony in 1951 was predicated, according to Mr. 
Kawano, on a sincere desire after long deliberation to tell his story 
about communism in Hawaii and in the [LWU 
known it. 

Mr. Kawano’s testimony corroborated information already dis- 
closed by the committee in its hearings of 1950 and added much 
weight to this information because of the prominent position Mr. 
Kawano had occupied in Honolulu with respect to the ILWU for so 
many years. 

In addition to the corroborative aspect of Mr. Kawano’s testimony, 
he provided the committee and the Congress with additional infor- 
mation regarding communism in Hawaii heretofore undisclosed. Mr. 
Kawano has performed a great service, not only to his community, 
but to the Nation as well, in so authoritatively revealing manip- 
ulations of the Communist Party in Honolulu, particularly with ref- 
erence to their control of the largest labor union in that Territory. 


as he had lived and 


Onuiver EpMuND CLUBB 


Oliver Edmund Clubb, State Department Foreign Service officer, 
was summoned to testify before your committee on three occasions 
in 1951, His appearances before the committee were an outgrowth 
of a continuing investigation conducted by the committee sti iff on the 
basis of information supplied by Whittaker Chambers, confessed 
former Soviet espionage agent. 

Mr. Chambers had advised the committee that a member of the 
State Department’s consular service in China had called at the office 
of the Communist magazine, New Masses, in the summer of 1932. 
Mr. Chambers said the individual had asked to see Walt Carmon, 
whom Mr. Chambers had just succeeded as editor of the publication. 
In Mr. Carmon’s absence, the individual saw Mr. Chambers. Mr. 
Chambers recalled the name of the State Department officer as being 
“Chubb.” 

The committee first subpenaed Oliver Edmund Clubb to appear 
before an executive session of the committee on March 14,1951.) Mr. 
Clubb had been a Foreign Service officer for the State Department for 
23 years, approximately 1 8 of which involved assignments in China. 
He was recalled from China in 1950 and appointed director of the 
Office of Chinese Affairs, State Department, Washington—a_ post 
which he held at the time of his executive testimony. 

In the course of this testimony, Mr. Clubb stated that he had been 
vice consul at Hankow, China, in 1932 and in the same year had re- 
turned to the United States on vacation leave. He could not recall 
Whittaker Chambers, however, or having any association whatever 
with the magazine, New Masses. 

On July 12, 1951, the State Department announced that Oliver 
Edmund Clubb had been suspended pending a loyalty investigation 
and hearing. 

Five days later, Mr. Clubb addressed a letter to the committee advis- 
ing that he had obtained from Peiping, China, his personal diaries 
for the year 1932 and that an entry of July 9, 1932, recorded a meeting 
between himself and Whittaker Chambers in the New Masses office 
in New York. The committee subpenaed Mr. Clubb and his diaries 
for a public hearing on August 20, 1951. 
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The following extract from Mr. Clubb’s diaries was read into the 
record of the hes aring : 


The most interesting meeting thus far was that with the New Masses. Their 
so-called revolutionary organ is a horrible rag, but Agnes had given me a 
letter of introduction to Walt Carmon and so I went to see. It was a ramshackle 
place to which one went by a rambling, rickety staircase. There were many 
Masses cartoons on the walls. A charming Jewess, typing, who acted as secre- 
tary. She introduced me to Michael Gold as “Comrade Clubb,” and I talked 
to him a while while waiting. He spoke of revolution but had no “hopes” of it 
for the United States at the present, bemoaning the lack of organizers when the 
field is prepared and the crops so ripe for the harvest. He asked of China, 
and then the successor to Walt Carmon, one Whittaker Chambers, a shifty- 
eyed, unkempt creature, who nevertheless showed considerable force and direc- 
tion, asked me about the Red movement in China. In turn I asked him of 
conditions in the United States, but we didn’t talk smoothly. I was, after all 
out of my bailiwick, masquerading almost under false pretenses, so that I felt 
too much like a stranger to show the proper “revolutionary enthusiasm.” 

Despite the aid of the diaries, Mr. Clubb maintained at this second 
hearing that he still had no independent recollection of the New 
Masses visit. He denied that he deserved the appellation “Comrade 
Club.” He surmised he had visited New Masses out of a desire to learn 
about conditions in the United States during his infrequent “home 
leaves.” Yet, he admitted he had known New Masses to be a Com- 
munist magazine since his college days. 

The Foreign Service officer named the late Agnes Smedley as the 
author of his letter of introduction to Walt Carmon of New Masses. 
Agnes Smedley has been identified before the committee as an inter- 
national Communist agent who, at the very time she furnished Mr. 
Clubb with letters of ‘introduction, was actively working with the 
notorious Sorge espionage ring in China. 

Mr. Clubb’s diaries noted that he had twice sought out Miss Smed- 
ley in Shanghai in May 1932, prior to leaving for the United States, 
and “got from her [Smedley] letters of introduction to many inter- 
esting people i in New York.” Mr. Clubb, under questioning, explained 
he h: ud received five such letters from Miss Smedley. He admitted also 
that he had had a number of other contacts with Miss Smedley, which 
he said were either social in nature or for the purpose of obtaining 
information on the Chinese Communist revolutionary movement. He 
also admitted that he knew at the time that Miss Smedley was “very 
sympathetic” to the Chinese Communists. 

At the time of his New Masses visit, Mr. Clubb delivered other let- 
ters of introduction in New York. His diaries, however, labeled his 
New York trip “singularly unsuccessful” because “the chief of those 
I wanted to see have been out of town—Villard, Lovett, Chappell, 
Sanger.” Letters to Oswald Garrison Villard and Robert Morss 
Lovett were among those supplied to Mr. Clubb by Agnes Smedley. 
A letter to W inifred Chappell had been furnished by a missionary 
friend of Mr. Clubb’s in China, one Joseph Bailey. Committee files 
reflect that Mr. Villard and Miss Chappell each have a record of ap- 
proximately 20 Communist-front affiliations, while Robert Morss 
Lovett’s Communist-front associations total more than 70. 

The diaries further disclosed that Mr. Clubb sought out Lawrence 
Todd of Tass News Agency in the city of Washington during his 
1932 vacation. Mr. Todd was brother to Oliver J. Todd, hydraulic 
engineer in China and close friend of Mr. Clubb. Lawrence Todd 
dined with Mr. Clubb on July 5, 1932, and on the following day took 
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Mr. Clubb to see one Skvirsky, head of the Soviet Information Bureau 
in Washington, who questioned ] him about sovietized sections of China, 
and discussed recognition of the U. S. S. R. by the United States. 
Mr. Todd also conducted the State once officer to the press 
room of the State Department, where Mr. Clubb met columnist Drew 
Pearson. Mr. Clubb subsequently dined at the latter’s home, in the 
company of Lawrence Duggan and Frank P. Lockhart, both since 
deceased. Mr. Clubb again professed to have no recollection of these 
associations. 

In this connection, it should be noted that Whittaker Chambers 
identified Mr. Duggan as having been a member of the pro-Soviet 
bloc in the State Department. Drew Pearson, avowedly an intimate 
friend of Mr. Duggan, has stated publicly that he knew Mr. Duggan 
to have attended Communist meetings in Alexandria, Va. in the year 
1932, while employed by the State Department. In the late 1930's, 
however, Mr. Duggan rejected efforts of Soviet agents Hede Massing 
and Boris Bykov to draw him into an espionage apparatus within 
the United States Government, according to a report he made 10 
years afterward to the FBI. 

The committee hearing on August 20, 1951, brought to heht con- 
tacts in China between Mr. Clubb and Frank Glass and Harold Isaacs 
Committee hearings on the operations of the Sorge emp ring in 
China in the early 1930's had disclosed that Frank Glass and Harold 
Isaacs were associates of the Comintern agent Agnes Smedley during 
that period. Mr. Glass was identified as a British Communist, an id 
Harold Isaacs as editor of the China omar, an English-language 
Communist periodical. 

Mr. Clubb admitted under questioning that he had shared his apart- 
ment in Hankow, China, with Mr. Glass and Mr. Isaacs when the 
two men arrived in that town in 1931 during a period of flood. Mr. 
Clubb also said that, following their departure, he had continued 
to correspond with both men until approximately 1934, 

One of Mr. Clubb’s colleagues in Chungking, China, according 
to his testimony, was Solomon Adler, a Treasury Department attaché. 
Mr. Adler was a member of the “Silvermaster”™ e spion: ige group which 
operated within United States Government agencies during World 
War II, according to the testimony of Elizabeth T. Bentley, con- 
fessed former courier for the spy group. Mr. Clubb also knew Philip 
Jaffe in China. Mr. Jaffe, as an editor of the pro-Communist maga- 
zine Amerasia in 1945, was fined $2,500 in a case involving the chan- 
neling of classified Government information to the magazine. 

Mr. Clubb admitted associations with millionaire Communist Fred- 
erick Vanderbilt Field, but insisted he could not remember the cireum- 
stances. Atathird hearing before the committee on August 25, 1951, 
Mr. Clubb was shown photostatic copies of what appeared to be a 
letter introducing him to Frederick Field, and another letter ad- 
dressed to Field by Clubb himself. The : tter of introduction, dated 
January 22, 1937, was signed by Karl August Wittfogel, who has 
admitted membership in the Communist Party of Germany from 
1920 to 1933. Mr. Clubb’s letter to Mr. Field, dated March 24, 1937, 
promised that the Foreign Service officer would visit Mr. Field on 
and “should very much enjoy seeing and talking with you again.’ 
The letters failed to stir any recollection on the part of Mr. Clubb. 
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Mr. Clubb’s diaries, previously referred to in this section, have not 
as yet been fully reviewed by the committee although they were 
subpenaed at the time of Clubb’s appearance before the committee in 
open session. ‘They have not been so reveiwed for the reason that, 
at the time of Clubb’s appearance, the diaries were in the possession 
of the Loyalty Board of the Department of State which was consid- 
ering charges relating to acts of indiscretion and questions of loyalty 
on the part of Mr. C Jubb. With the full consent of Mr. Clubb, the 
State Department has agreed to produce these diaries as soon as the 
Department’s Loyalty Board has completed its deliberation in the 
Clubb matter. 

The committee, irrespective of the decision which the Department 
of State’s Loyalty Board reaches in this matter, will recall Mr. Clubb 
before it in open session after it has had an opportunity to study and 
analyze the diary entries. 


ComPuiciry oF AMERICAN COMMUNISTS IN THB DestTRUCTION OF 
FREEDOM IN THE Far East 


At various times during the years of 1949 and 1950, the Committee 
on Un-American Activities was engaged in the investigation of certain 
facts in its possession which indicated that several American citizens 
were involved in the Richard Sorge spy case. During the past year, 
the Committee on Un-American Activities was able to reveal through 
public testimony some of the results of its lengthy investigation de: al- 
ing primarily with the Richard Sorge case, but which led to a far- 
reaching and quite revealing story of international communism, with 
particular reference to China. 

These revelations were made possible through the testimony of 
Maj. Gen. Charles A. Willoughby and Mitsusada Yoshikawa, in con- 
junction with the investigations that had been conducted by the Com- 
mittee on Un-American Activities. Prior to this testimony, the com- 
mittee had had in its possession for many months numerous files deal- 
ing with the Richard Sorge case and communism in the Far East. 
The files had been written in Japanese but had been translated into 
English. These files revealed the entire picture of the arrest, interro- 
gation, statements, and trial of Richard Sorge, and other members of 
his ring whom the Japanese police had ar rested duri ing the months of 
October and November 1941. Richard Sorge and his fellow conspira- 
tors were tried, convicted, and sentenced to death or long prison terms 
by the Japanese Government during the years of 1942 and 1943. 

The Committee on Un-American Activities was fortunate in being 
able to subpena Mitsusada Yoshikawa for appearance before it on 
August 9, 1951. He is presently | Chief of the Special Investigations 
Bureau of the Attorney General’s office in Tokyo. ‘The files, which 
the committee had in its possession, had indicated that Mr. Yoshi- 
kawa was one of the Japanese procurators assigned to the investiga- 
tion of the Richard Sorge case and one of his specific assignments had 
been to conduct the lengthy interrogations of Richard Sorge. Mr. 
Yoshikawa testified this was one of his assignments during the investi- 
gation and that he had as late as 1949 executed affidavits attest ing the 
authenticity of the documents now in the possession of the committee, 
and which relate to the investigation of Sorge and his companions. 
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These affidavits were placed into the committee record during the 
testimony of Mr. Yoshikawa. 

The testimony of Mr. Yoshikawa provided an excellent means for 
the authentication of many of the files and documents relating to 
Richard Sorge, which were in the possession of the committee at the 
time of the public hearings. 

Maj. Gen. Charles A. Willoughby, who served from 1939 to 1951 
as Gen. Douglas MacArthur’s Chief of Intelligence in the Far East, 
testified before the Committee on Un-American Activities on August 
22 and 23. General Willoughby’s testimony was documented in part 
by some of the files which the committee alre ady had in its possession, 
and further by files which were obtained after the occupation of Japan. 
Much of the information contained in these files had been verified 
through the a investigation by General Willoughby and his 
staff in the Far East Command. General Willoughby’s testimony 
revealed a Suschinbinae example of international communism, cover- 
ing a period of 22 years, culminating in the seizure of power by the 
Chinese Communists in Peking, China, on September 21, 1949. “Also, 
there was revealed during the course of General Willoughby’s testi- 
mony the identification of many “old wheel horses” of the American 
Communist Party, who had played a nefarious part in the ultimate 
Communist conquest of China. "These Communist Party work horses 
were identified as Earl Browder, Eugene Dennis, Sam Darcey, Harry 
Berger, Gerhart Eisler, and James H. Dolsen. It is interesting to 
note that most of these same “old wheel horses” are still engaged 
in the furtherance of international communism in the United States, 
and are dedicated to the violent overthrow of our democracy. With 
respect to the internationally known Communist, Gerhart Eisler, it 
will be remembered that after working for years in the United States 
as a top Communist agent he unlawfully fled our country while under 
$20,000 bond furnished by the Civil Rights Congress. Shortly after 
his arrival in East Germany, he was appointed by Moscow to be 
Propaganda Minister in the Communist-controlled government of 
East Germany. 

Even more interesting was the identification of American citizens 
who had contributed greatly to the cause of world communism and 
until this time had gone undisclosed. This list of traitors to the 
United States and the rest of the free world reads as follows: Agnes 
Smedley, Miyagi Yotoku, Willie Lehman, Albert Edward Stewart, 
Margaret Undjus, Katherine Harrison (first wife of Earl Browder) 
Reh Bennett, —— Lilliestrom, Leon Minster, Judea Codkind, po 
ston Hughes, Walt Carmon, Fred Ellis, and others who for the time 
being must remain undisclosed. The list set forth above is not by any 
means complete. 

In many cases, these Americans were actually involved in one or 
more espionage groups, whereas in other cases they were involved in 
Communist-propaganda programs stemming from either publications 
or organizations which were created and fostered by the Comintern in 
Moscow. In addition, there were revealed in the testimony of Gen- 
eral Willoughby several Christian names of individu: als with no fur- 
ther identification—such as “Paul,” “Jacob,” “Jim,” “Alex.” “John,” 
and “Charlie.” Though lending an air of mystery to this already 
mysterious story, it is indeed regretful that the true ide ntity of these 
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individuals who were actively engaged in Soviet espionage has never 
been established even after extensive investigation by Japanese and 
American authorities. 

The Committee on Un-American Activities is currently engaged in 
investigations of individuals and organizations that the committee 
has reason to believe may have been “alined with international com- 
munism in this country as well as abroad. There are many such 
leads contained in the files which were turned over to the Committee 
on Un-American Activities by General Willoughby, in response to a 
subpena served upon him when it was learned that he was to return to 
the United States. 

There will be forthcoming within the next year additional hearings 
which will have been developed from the information contained in 
these files, but which has not as yet been made public. 

It isa sad commentary when American citizens abuse the privilege 
of travel that is afforded them, to work actively for the furtherance 
of a foreign ideology dedicated to the overthrow of the Government 
that affords them such privileges. Likewise, it is extremely regret- 
table that employees of our Government will misuse the trust placed 
in them, as was the case in two instances developed through the testi- 
mony of General Willoughby: that is, the use of the American con- 
sulate in Harbin, China, for the transmission of Soviet espionage re- 
ports, and the instance of an American consulate employee in Shang- 
hai in supplying Richard Sorge with confidential and_ secret 
information. 

For a revealing and interesting example of international commu- 
nism, and the patience and effort it displays, every American is urged 
to read the full text of the testimony of Mr. Yoshikawa and General 
Willoughby. Contained in this testimony is a prime example of the 
true composition of the Russian Communists. At atime when Russia 
was reaping huge benefits from our lend-lease program, which was 
responsible for stemming the tide of Nazi aggression within her bor- 
ders, Russia saw fit to withhold information from the United States 
which might have prevented the loss of thousands of American lives, 
as well as millions of dollars worth of military equipment. To be 
specific, the hearing developed that Richard Sorge advised Moscow, 
as early as August of 1941, and again in October of 1941, that there 
would be no war with Russia on the part of Japan, but that Japan 
would move to the south and challenge America and England in the 
Philippines, Singapore, the Malay States, and Sumatra. 

The hearing also shows conc lusively the bridge between what some 
people might call water over the dam and current Communist 
treachery. love is presented an example of international Communist 
treachery conceived in 1928 and maturing in 1949, with many of the 
individuals who helped bring about such an event actively engaged in 
the same pursuits today, only, more frightening because it is within the 
boundaries of our own United States. 


Fites AND REFERENCE SERVICE 


The committee’s files contain a wealth of specialized material, 
maintained to aid the members of the committee and its staff in the 
investigation of un-American activities and the making of recom- 
mendations for the control of such activities in this country. These 
files also serve as a basis for furnishing information on the subject to 
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the Members of Congress. This invaluable collection of source mate- 
rial has been assembled since 1938 and covers an even longer period 
of time. Its size and scope was set forth in some detail in the 1950 
annual report of the Committee on Un-American Activities so no 
recapitulation will be made here. However, the collection has con- 
tinued to grow during 1951 by the careful selection and incorporation 
of material both new and old. 

In 1951 we added 225 books and pamphlets, many of which were 
written and published to further the Communist cause in the United 
States; 684 issues of newspapers and other periodicals issued by the 
Communist Party, its front organizations and others; an uncounted 
number of the letterheads, programs, leaflets, and other literature of 
organizations whose true purpose cannot be called American: clip- 
pings by the thousands; the 2,023 pages of testimony given by wit- 
nesses in public hearings before the committee; and the 530 pages 
of reports published by the committee during the year. 

The maintenance of such a collection requires special care. Not 
only must the very old material be carefully preserved but it must 
be kept as readily available as the more recent for constant consul- 
tation. Each piece of new material must be properly classified and 
cross-referenced, indexed, or cataloged so that it may be located easily 
for use in connection with any person, group, or r sub yject on which it 
may furnish information. 

From 50,000 to 60,000 index-card references to the above-named 
sources have been made and added to file in 1951. Moreover, consoli- 
dation of the three published individual-name indexes to public hear- 
ings and reports of the committee for the vears 1938-41, 1942-47, and 
1948-49, respectively, has been almost completed and brought up to 
date. It is planned that this consolidated index to all the public doe- 
uments issued by the committee from 1938 through 1950 will be 
published soon and will be revised periodically to provide a true 
cumulative index. 

The general interest in this country in the work of the Committee 
on Un-American Activities and the need for more authoritative in- 
formation on the subject have been reflected in the number and types 
of inquiries received by the committee from the Members of Congress 
for information from the files. Although the number of inquiries 
has increased during this vear, and the committee has found it nee- 
essary to prohibit employees of Congress from Soe in to make 
their own checks for information, the files’ staff has been able to 
meet the demands and furnish answers within a reasonable amount 
of time. 

In cases where the type of information requested or material avail- 
able did not require a written report, a verbal answer was made to 
the inquiries, but the greater number of replies were in the form of 
written reports from the files of the committee. 

These reports were compiled by the file section of the committee 
staff, setting forth whatever information was found to appear on a 
given individual or organization in the committee’s public hearings, 
published reports and files of source material. They also showed 
source of the information reported, and included the official citation 
by the Committee on Un-American Activities and/or the Attorney 
Generals of the United States on each organization referred to in 
the report. 
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Requests from the staff members of the committee were similarly 
answered, and in many cases were accompanied by the actual loan of 
the material upon which the report was based. The total number of 
inquiries received from these sources in 1951 amounted to about 3,300 
and involved a check and answer on approximately 7,600 individuals 
and 2,000 organizations. 

The loyalty and security programs of the Federal Government have 
resulted in ever-increasing demands being made upon the files of the 
committee by the executive as well as the legislative branch. In the 
President’s Executive Order 9835, of March 21, 1947, the files of this 
committee were listed as one of the sources of information which must 
be checked in determining the loyalty of Government employees and 
applicants for Government employment. Properly accredited agents 
and record searches of almost every executive department and inde- 
pendent agency, as listed in the United States Government Organiza- 
tion Manual for 1950-51, have visited the file section of the committee 
at some time during the year. They have consulted all indexes to the 
publications and files and have requested the withdrawal from files of 
all material found pertinent to cases under consideration. It has 
become necessary to assign one full-time clerk to assist in answering 
their questions and to withdraw and return the material to files. Over 
6,300 visits by Government agents in 1951, as compared with 3,600 in 
1950, have been recorded. The length of visits varied, but, since a 
small amount of additional space was obtained during the year to aid 
in accommodating these agents, a greater number of “them have been 
assigned to.spend full time at this office. 

It is estimated that they have checked three-quarters of a million 
names through our indexes this year and have consulted an average of 
well over a hundred pieces of file material daily. 

Statistics alone cannot show the total value of service provided. So, 
in conclusion, it should be emphasized that during the year 1951 valu- 
able source material was acquired and incorpor ated in the files, and 
a larger volume of reference service than in any previous year was 
provided by the files’ staff to Members of Congress, the various agen- 
cies of the executive branch of the Government, and other members 
of the committee staff. 


PUBLICATIONS 


According to testimony of many witnesses who have appeared be- 
fore the Committee on Un-American Activities, one of the most 
—- ways to combat the growth of communism in our country is 
by educating the public as to the aims and methods of the Communist 
Party and the results of Communist ideology where it has gained 
control. 

Since the hearing room of the committee, located on the second 
floor of the Old House Office Building, is quite small, comparatively 
few people are able to get the benefit of personally attending com- 
mittee hearings. After ¢ ‘ompletion of a series or phase of these hear- 
ings, the actual verbatim records of proceedings are printed and 
are available for distribution upon request as long as the supply 
lasts. Thus, several thousand persons have the opportunity of know- 
ing exactly what took place during the extensive hearings of the 
committee without having to be present. 

In many cases, letters requesting printed copies of these hearings 
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indicate that they are to be used by church, labor, veteran, civic, 
patriotic, educational, and other groups who are intelligently fighting 
communism and subversive activities. Distribution of committee 
pamphlets to organizations adds greatly to their actual circulation, 
since they are read by many individuals. 

Other than the printed copies of hearings, reports are issued from 
time to time by the committee. These reports are compiled from 
facts obtained in sworn testimony of witnesses and from long and 
careful research into the publications and public statements of officers 
of organizations which have been found to be either in the Communist 
orbit or under Communist influence. 

Organizations described as Communist fronts in reports of the 
committee are those which the committee has found to have been 
created or captured by the Communists to do the party’s work in 
special fields. The Communist front is the greatest weapon of com- 
munism in the country today because subterfuge often makes it diffi- 
cult to recognize its true Communist nature. The Communist front 
does not hesitate to camouflage its true purposes behind such moral 
and human appeals as “peace” and “civil rights” when it serves the 
Communist purpose and the aims of the Soviet Union. Neither does 
the Communist front deviate from the “line” of the Communist 
Party. 

During the year 1951, the committee printed approximately 703,840 
copies of its hearings and reports. Of this number, the limited staff 
of the committee has filled requests for over 415,000 copies.’ 

The following are examples of the many thousands of letters 
received weekly by the committee: 


St. Marys SEMINARY, 
Baltimore, Md., January 24, 1952. 

Dear Mr. CARRINGTON*: Thank you very much for sending me the Shameful 
Years which arrived today. And for that very generous shipment earlier of 
those hundreds of copies of 100 Things You Should Know * * *, These 
latter have been liberally spread among our students here and serve as an 
excellent easy introduction to the work your committee has been doing through 
the years. 

How do I go about getting more copies of the Shameful Years? It is a fine 
compendium of what must literally be hundreds of pages of testimony and hours 
of examination. Whatever you are able to do with regard to this latest com- 
mittee publication, I shall greatly appreciate. 


* * * + x + « 


TorRINGTON, Conn., December 14, 1951. 

DEAR Sirs: * * * I have been requested by members of the local to secure 
enough copies of the pamphlet 100 Things You Should Know About Communism, 
to distribute amongst the 130 men in our bargaining unit. If there are any 
other publications that you feel will help us combat this subversive organization 
we would be happy to have them. Thank you. 

a + * * 7 = * 
TRENTON, N. J., January 16, 1952. 

GENTLEMEN: * * * We are interested in obtaining information on quantity 
copies of 100 Things You Should Know About Communism * * *, 

We intend to offer this material in conjunction with an anticommunistic 
television program broadcast each week over station WATV, Newark, N. J. 
The pamphlets will be displayed on the program and copies offered free to any 
viewer sending in a request. 


1In addition to these, the committee has also distributed thousands of copies of publica- 
tions printed in previous years, as well as documents released by other congressional 
committees and Government agencies. 
7 Clerk of the comuinittee. 
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PUBLICATIONS OF THE COMMITTEE ON UN-AMERICAN ACTIVITIES FOR THE YEAR 1951 


Statement on the March of Treason 

Report on the Communist Peace Offensive (House Report 378), April 28, 1951 

100 Things You Should Know About Communism Series, including Spotlight on 
Spies (House Document 136, May 14, 1951) 

a to Subversive Organizations and Publications (Committee Print, March 
3, 1951) (House Document 137, May 14, 1951) 

Hearings Regarding Communist Activities in the Territory of Hawaii, Part 4 
(Testimony of Jack Kawano) 

Communist Infiltration of Hollywood Motion-Picture Industry, Part 1, March 8 
and 21; April 10, 11, 12, and 13, 1951 

Communist Infiltration of Hollywood Motion-Picture Industry, Part 2, April 17, 
23, 24, 25; May 16, 17, and 18, 1951 

ae Anfiltrs ation of Hollywood Motion-Picture Industry, Part 3, May 22, 
28, 24, June 25 and 26, 1951 

Hearings Relating to Communist Activities in the Defense Area of Baltimore, 
Part 1 (based on testimony of Mary Stalcup Markward), June 19, 20, 21, 26, 
27, 28; July 11 and 13, 1951 

Hearings Relating to Communist Activities in the Defense Area of Baltimore, 
Part 2, (Maryland Committee for Peace and Baltimore County Committee for 
Peace), June 28; July 10 and 21, 1951 

Hearings Relating to Communist Activities in the Defense Area of Baltimore, 
Part 3, June 19, 20, 26, 27, 28; July 10, 12, and 138, 1951 

Exposé of Communist Activities in the State of Massachusetts (based on the 
Testimony of Herbert A. Philbrick), July 23 and 24; October 10 and 11, 1951 

Communist Infiltration of Hollywood Motion-Picture Industry, Part 4, Septem- 
ber 17, 18, and 19, 1951 

eee Infiltration of Hollywood Motion-Picture Industry, Part 5, September 
20, 21, 24, and 25, 1951 

Hearings on American Aspects of the Richard Sorge Spy Case (based on testi- 
mony of Mitsusada Yoshikawa and Maj. Gen. Charles A. Willoughby) August 
9, 22, and 23, 1951 

Communist Tactics Among Veterans’ Groups (testimony of John T. Pace), July 
13, 1951 

Hearings Regarding Communist Activities Among Farm Groups, February 28 and 
March 9, 1951 

The Shameful Years, Thirty Years of Soviet Espionage in the United States 
(released as Committee Print December 80, 1951; House Report No, 1229, 
January 8, 1952) 


RECOMMENDATIONS 


The committee feels that, in line with the findings on Soviet espi- 
onage in the United States as reflected in the committee report, “The 
Shameful Years,” it is necessary that positive steps be taken to stem 
Soviet espionage. It is felt that Congress must take the initial steps 
to ascertain what legislation is necessary to afford adequate protection 
igainst espionage. In the course of such congressional study, it would 
be necessary to ascertain whether the existing laws relating to espi- 
onage have been properly enforced ; and, if not, proper responsibility 
should be affixed. 

The committee suggests that among the phases Congress should con- 
sider in strengthening espionage legislation are: 

(a) A single comprehensive espionage statute applicable to both 
peacetime and wartime.—This should incorporate the present provi- 
sions of wartime espionage statutes, carrying a capital- punishment 
sentence. The statute of limitations would not then apply in espi- 
onage any more than it applies to other crimes carrying a capital 
punishme: nt. The provisions of legislation dealing with the unauthor- 
ized taking of classified Government papers and documents should be 
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broadened to include the transportation of such papers and documents 
in interstate or foreign commerce. 

(6) The broade ning of the rule 8 of admissi bility of evidence ae GE 
committee is also aware that the executive branch of the Government 
is seriously being hampered in the prosecution of persons engaged in 
espionage because of the present limitations on evidence that may be 
presented i in the courts. The committee realizes that the restrictions 
against the admissibility of evidence secured from wire tapping has 
been imposed to protect ‘the rights of the inet idual. The committee, 
while desiring to maintain all of the rights of the individual, feels 
that the rights of the individual can be preserved only if the national 
security remains. It is the committee’s opinion that, if Soviet espion- 
age continues unchecked, the rights of American citizens are being 
placed in graver danger than would be the case with legalized wi 
ti ipping. The committee suggests, therefore, that Congress consider 
legislation to permit as evidence the results of wire tapping in matters 
affecting the national secur ity as well as in such crimes as kidnaping 
and extortion. In order that a proper control might be exercised, it is 
felt that, as in the matter of arrests, searches, and seizures, the judicial 
branch of the Government should be empowered to authorize the use 
of such techniques. 

(c) Immunity for witnesses ap pe aring be fore coOndre ssional, erecu- 
tive, or judicial hearings —The committee also feels that, since it is 
essential to any investigation, whether it be congressional, executive, 
or judicial, to have the testimony of competent and informed wit- 
nesses, legislation should be enacted to effect a greater latitude 
granting immunity from prosecution to these witnesses. 

The committee has frequently experienced instances where wit- 
nesses while having information of undoubted value to the work of 
the committee, have refused to answer questions on the basis that to do 
so might tend to incriminate them. If such legislation as suggested 
by the committee were enacted, it would, while maint: uning the rights 
of the individual, permit the proper investigative bodies to gather a 
true and comprehensive picture of the information they seek. 

(d) Reciprocal restrictions on travel by Soviet and satellite 
diplomats.—The committee’s investigations have also disclosed that 
Soviet espionage has been assisted by the fact that Soviet nationals 
have been given unlimited freedom to travel throughout the United 
States and to and from Canada and Mexico. The committee's reports 
dealing with Soviet espionage clearly show that Soviet oflicials have 
abused this freedom to actively engage in espionage operations. This 
situation exists even though United States diplomats in Russia and 
her satellites are virtually under house arrest and under constant 
surveillance by the Russian secret police. There have been instances 
in which United States officials have been prohibited from contact 
with American nationals who were being held by authorities in Soviet 
countries. 

For these reasons, the committee feels that there should be reciprocal 
restrictions enforced by this country with the Soviet and satellite 
countries. 

The committee also feels that, in order to afford a greater n: gre al 
security, foreign nationals entering the United States should be re- 
quired to surrender their passports and/or visas at the point of a 


n 
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and that these papers should not be returned until the departure of the 
individual from the United States. 

(e) Isswance of passports—The committee recommends that all 
yersons securing passports must, at the time the passport application 
is executed, state under oath whether they will or will not visit any of 
the presently so-called iron-curtain countries. 

The committee also recommends that if, in the course of travel 
abroad, any person holding a passport finds it necessary to visit an 
iron-curtain country, and did not indicate that he intended to visit an 
iron-curtain country on his original application, he must obtain au- 
thority to make such a visit from either a consular officer of the United 
States, the proper Ambassador, or a specified member of the consular 
or ambassadorial staffs. 

A similar provision, such as that set forth in paragraph 2 of this 
section, should also be made applicable to all persons holding pass- 
ports who desire to visit any other country exclusive of iron-curtain 
countries and who have not indicated their intention to visit these 
other countries on the original passport application. 

It is hoped that these provisions will prevent American Communists 
from receiving instructions from abroad. It is a well-known fact that 
American Communists often travel abroad for the purpose of re- 
ceiving instructions from Communist functionaries, not only in the 
iron-curtain countries but in other European countries as well. 

(f) Cancellation of passports —The committee in the past has ex- 
ed a several instances in which persons for whom alana have 

een issued are found to be outside the United States and the subpenas 
cannot be served upon them. The committee recognizes the fact that 
a person might endeavor to use a prolonged absence from the country 
as a means to evade appearance before this, as well as other congres- 
sional committees. 

It is believed that in order to cope with such situations legislation 
should be enacted to provide for the cancellation of the passports in 
the possession of any United States citizen in a foreign country for 
whom a subpena is outstanding within 6 months of the date upon 
which he receives personal notification that such subpena is out- 
standing. Notice would be made by an accredited official designated 
by the United States Department of State. 

(g) Revocations of commissions in the armed services——The com- 
mittee, during its hearings, has had the unfortunate experience of hav- 
ing had before it witnesses, who, while holding commissions in the 
armed services of the United States, have refused to affirm or a al- 
legations of membership in the Communist Party or Communist-front 
organizations. The committee is aware that a commission in the 
armed services of the United States is a privilege accorded to citizens 
of the United States of unquestioned loyalty and not an inherent right 
provided for in the Constitution. This being the case, the committee 
recommends that in any instance where a person holding a commission 
in the armed services chooses to refuse to answer questions concerning 
his present or past membership in the Communist Party, such com- 
mission shall be immediately revoked. 


O 














82p CONGRESS HOUSE OF REPRESENTATIVES REportT 
9d Session No. 2432 





PROVIDING FOR THE FURTHER EXPENSES OF CONDUCTING THE 
STUDIES AND INVESTIGATIONS AUTHORIZED BY HOUSE RES- 
OLUTION 78, EIGHTY-SECOND CONGRESS 


Juty 2, 1952.—Ordered to be printed 


Mr. STANLEY, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 686] 


The Committee on House Administration, to whom was referred 
House Resolution 686, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 
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2d Session 


( No. 2433 


PROVIDING EXPENSES FOR SPECIAL COMMITTEE 
AUTHORIZED BY HOUSE RESOLUTION 558 


JuLy 2, 1952.—Ordered to be printed 


Mr. STaNnuey, from the Committee on House Administration, sub- 
mitted the following 


REPORT 
[To accompany H. Res. 691] 


The Committee on House Administration, to whom was referred 
House Resolution 691, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

rT ® 

Che amendment is as follows 

Line 5, strike out ‘‘$50,000” and insert ‘‘$30,000”’. 





Report 
Ut No. 243 


2d Session 


82p CoNGRESS t HOUSE OF REPRESENTATIVES { 


AUTHORIZING AN APPROPRIATION NOT TO EXCEED 
$25,000 TO CONDUCT THE STUDY CALLED FOR IN 
HOUSE RESOLUTION 596, EIGHTY-SECOND CONGRESS 


Jury 2, 1952.—Ordered to be printed 


Mr. Stanvey, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 692] 
The Committee on House Administration, to whom was referred 
House Resolution 692, having considered the same, report favorably 


thereon without amendment and recommend that the resolution do 


pass. 
O 





82p CoNGRESS HOUSE OF REPRESENTATIVES { REpPorT 
2d Session ) No. 2435 





PROVIDING FOR THE EMPLOYMENT OF AN ASSISTANT 
PROPERTY CUSTODIAN, OFFICE OF THE CLERK OF 
THE HOUSE 


Juty 2, 1952.—Ordered to be printed 


Mr. Stranutey, from the Committee on House Administration, 
submitted the following 


» , » r | 
REPORT 
[To accompany H. Res. 725] 
The Committee on House Administration, to whom was referred 
House Resolution 725, having considered the same, report favorably 


thereon without amendment and recommend that the resolution do 
pass. 
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2d Session j No. 2436 


1Z+! )99 LLEWELLYN B. GRIFFLTH 


Jury 2, 1952.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Lane. from the Committee on the Judiciary. submitted the 


following 
REPORT 
{To accompany H. R. 5398 


The Commitee or the euderv, to wim errec. the bill 
(H. R. 5398) to confer jurisdiction upon the Court of Claims to hear, 
determine and render judgment upon the claim of Llewellyn B 
Griffith, having considered the same, report favorably thereon with 
amendment and recommend that the bill do pass 

The amendment is as follows 

Page i. line Lia change the period to a colon aod insert the foliow ny 
Provided, That the passage and approval of this legislation shall not be construed 
as an inference of liability on the part of the Government of the United States. 

The purpose of the proposed legislation is merely to confer juris- 
diction upon the United States Court of Claims to hear, determine, 
and reader judgment upon the claim of Llewellvn B. Griffith for 
retirement as an emergency officer under the provisions of Emergency 
Officers Retirement Act or as a disabled officer of the Regular Army 
of the United States. 


STATEMENT OF FACTS 


A memorandum filed with this committee by Thomas H. King and 
Richard L. Merrick, attoraeys for claimant, sets forth the background 
and history of this proposed legislation. 

The committee is of the opiaion that Captain Griffith’s claim should 
be given cousideration to the extent requested in the bil, and recom- 
mends favorable consideration of the bill as amended 

The memorandum of Attorneys King aad Merrie’: is attached hereto 
and made a part of this report 





a LLEWELLYN B. GRIFFITH 


DEPARTMENT OF THE Army, 
Washington 25, D. C., February 8, 1962. 
Hon. EMANUEL CELLER, 

Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. Ce.ier: Reference is made to your letter inclosing a copy of H. R. 
5398, Eighty-second Congress, a bill to confer jurisdiction upon the Court of 
Claims to hear, determine, and render judgment upon the claim of Llewellyn B. 
Griffith for retirement as an emergency officer under the provisions of Emergency 
Officers Retirement Act or asa disabled officer of the Regular Army of the United 
States. You requested a report of the factsin this case as disclosed by the records 
of the Department of the Army, together with an opinion on the merits-of the bill. 

This bill provides as follows: 

“That jurisdiction is hereby conferred upon the Court of Claims of the United 
States, notwithstanding the lapse of time or any statute of limitations, or any other 
limitation upon the jurisdiction of such court, to hear, determine, and render 
judgment on the claim of Llewellyn B. Griffith arising out of the failure of the 
War Department to certify him for retirement as an emergency officer pursuant to 
to the provisions of the Emergency Officers Retirement Act, as amended (45 Stat. 
735), or to retire him as a disabled officer of the Regular Army of the United 
States, as the facts may justify. In its consideration of such claim, the court shall 
determine whether or not the said Llewellyn B. Griffith should have been certified 
for retirement as an emergency officer or retired as a disabled officer of the Regular 
Army. Should the court decide that the said Llewellyn B. Griffith should have 
been so certified or retired, judgment shall be rendered in an amount equal to the 
amount the said Llewellyn B. Griffith would have received had he been so certified 
or retired. 

“Sec. 2. Suit upon such claim may be instituted at any time within four months 
after the date of the enactment of this Act. Proceedings for the determination 
of such claim, and appeal from, and payment ef, any judgment thereon shall be 
in the same manner as in the case of claims over which the Court of Claims has 
jurisdiction as now provided by law.”’ 

Liewellyn B. Griffth (formerly known as Liewellyn Mason Griffith) was 
born in Baltimore, Md., on November 17, 1894, was appointed a cadet at the 
United States Military Academy on June 15, 1914, and was graduated therefrom 
on August 30, 1917. He was appointed a second lieutenant in the Corps of 
Engineers, Regular Army, effective August 30, 1917, and he executed the oath of 
office as such on Oetober 10, 1917. On October 11, 1917, Lieutenant Griffith was 
promoted to the grade of first lieutenant in the Corps of Engineers, to rank from 


August 30, 1917. and he took the oath of office as first lieutenant on October 19 


1917. On October 12, 1917, Lieutenant Griffith was appointed a temporary 


captain in the Corps of Engineers, to rank from August 30, 1917, bat on October 





15, 1917, The Adjutant General of the Army wrote a letter to him advising him 
that he was not entitled to promotion to the rank of captain and directing that 
he return said commission to The Adjutant General That commission was duly 


returned to The Adjutant General, and it was canceled, the face of the commission 
being marked ‘‘Canceled December 7, 1917.’’ On October 30, 1917, Tieutenant 
Griffith was promoted to the temporary grade of captain in the Corps of Engineers, 
to rank as such from August 30, 1917, and he duly took the oath of office under 
that appointment on November 9, 1917. On Deeember 31, 1917, a commission 
was issued appointing Captain Griffith provisionally to the rank of first heutenant 
in the Corps of Engineers, to rank as such from August 30, 1917, but the records 
of the Department of the Army fail to disclose that he ever took the oath of office 
under that appointment. 

On February 7, 1918, a commission was issued appointing Captain Griffith a 
temporary captain in the Corps of Engineers, but the records of the Department 
of the Armv fail to diselose that be ever took the oath of office under such appoint- 
ment. On November 29, 1918, a commission was issued giving Captain Griffith 


a recess appointment as a captain in the Corps of Engineers, to rank as such from 


October 23, 1918, but the records of the Department fs to Cisclose that he ever 
took the oath of office under*that appointment The last-rnentioned appoint- 
ment was superseded on March 8, 1919, when Captain Griffith Wes given a recess 
appointment as a captain in the Corps of ngincers, with rank from October 21, 








1918, but the reeords of the Department of the Army fail to disclose that he ever 
took the oath of office under the anp« intment of \larech 8, 1919 on July LD, 
1919, a commission was issued appointing Captain Griffith a captain in the Corps 
of Engineers, by and with the advice and consent of the Senate, to rank as such 
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from October 21, 1918. The records of the Department of the Army show that 
he took the oath of office as captain under that appointment on December 14, 
1919. By Special Orders No. 98-0, issued by the Secretary of War, and dated 
April 26, 1920, Captain Griffith was honorably discharged from his temporary 
commission as captain. 

On September 13, 1937, the claimant wrote a letter to The Adjutant General 
of the Army in which he referred to the commission dated December 31, 1917, 
appointing him a provisional first lieutenant and requested advice as to whether 
he ever became a provisional first lieutenant by virtue of such commission. On 
September 20, 1937, The Adjutant General advised the claimant chat the com- 
mission dated Deeember 31, 1917, appoiniing him a provisional first lieutenant 
was issued through error, that there was no record of it ever having been accepted 
and requested him to revurn it vo Phe Adjutant General for cancellation. 

Captain Griffith sailed for France on August 31, 1918, for service with the 
American Expeditionary Forces. He served in France with the Six Hundred and 
Third Engineers and participated in the Meuse-Argonne offensive. After the 
armistice on November 11, 1918, he served with the American Army of occupation 
in Germany until August 1919, when he returned to the United States. Captain 
Griffith states that he had mild atiacks of asthma in France, but did not have a 
severe aitack until December 1919, after he had returned to the United States 

It appears that on August 20, 1921, Capiain Griffith entered upon duty with 
the Corps of Engineers on the Ohio River, where he continued to serve unti 
Augusi 1922. He siates that while he was on duvy on the Ohio River he suffered 
with an asthmatic condition, and it appears that in or about the month of Ju 
1922 he requested a transfer at his own expense to San Antonio, Vex., but the 
request Was no, granted, 


By the act of June 30, 1922 (42 Stat. 716, 721 the Congress directed a 





large reduction in the commissioned personnel of the Army, which was to be 
ace nplished by te retirement and tharge of ‘ers upon the recommenda- 
tion of a board of general officers. the act provided, among other things, that 
“officers selected for elimination of less than ten vears’ commissioned service 
may, upon recommendation of the board = * . be discharged with one 
vear’s pay i a For the purpose of carry r out the provisions of this 
act the War Department issued Circular No. 152, dated July 17, 1922, entitled 
“Regulations Governing Reduction in the Number of Officers.”’ the regulations 
in question provided that ‘‘The officers retired or dischat 1 will be those who 
the board considers for any reason least suitable for retention under the cire 
stances’? and that “In accomplishing the required reduction the interests of 
Government will be paramount to those of individuals The regulations also 
provided that reductions might be aceomplis { retir 
retirement for length of service, retirement or discharge of officers placed it 
B under the provisions of the National Defense Act of 1916, or by d issals and 
resignations 

On Julv 1, 1922, Captain Griffith filed an application wit! Chief of Engi- 
neers, United States Army, for his discharge f \r \ ‘ 5 
of the act of June 30, 1922, supra On July 21, 1922, the Chief of [1 eers trans- 
mitted the application to The Adjutant General of the Army with the recom- 
mendation that he be discharged with | vear’s pay Before any a n Was taker 
on that application Captain Grithth, on August 922 filed w \diutant 
General of the Army an application to appear before an Army retirement board, 
and there were attached to such application statements from certain private 
physicians who had treated him for asthma. He was thereupon ordered to report 
to the station hospital, Fort Sam Houston, Tex., on August 14, 1922, for observa 
tion and treatment. He appeared before a board of Army medical officers at said 
hospital on August 19, 1922, which on the same date submitted a report which 
reads in pertinent part as follows: 

“Findings: 1. Captain Griffith has been a patient in this hospital since August 
14, 1922 

‘2. 'Vhe board after careful consideration of the histor hospital reeords, and 
certificates of civilian physicians of San Antonio and plivsical examination of this 
officer, Is unable to find any indicatior Or SVINPtOomMs ¢ ca ia = ct { ente red 
the hospital. 

“Conclusions: 1. That he is fit for full field servi 

“Recommendations: 1. That he be returned to duts 

Thereafter on August 23, 1922, Captain Griffith f i TI Adjutant Gen- 


eral of the Armv another request that he be discharged from the Army under the 
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provisions of the act of June 30, 1922, supra. In his letter requesting his dis- 
charge Captain Griffith stated: 

“1. In accordance with the provisions of paragraph 8, War Department. circular 
No. 152, dated July 17, 1922, I desire fo submit to the board the following state- 
ment relative to my present and probable future effectiveness. 

“2. For a life career I do not like military service and therefore think that it 
is for the best interests of the Army that I be discharged. 

“3. There are also many minor facts affecting me directly and indireetly which 
render my service to the Army less effective. For example I have asthma, 
which develops under certain climatic conditions and greatly handicaps me 
physically. Furthermore, my wife has not been well due to certain climatic 
conditions. Her health affects my efficiency indirectly. There are many other 
facts which taken together make me unsuited for military career. 

“4, In view of the above I request that I be discharged with 1 vear’s pay so 
that I may start in civil life at this time.” 

Paragraph 8 of War Department Circular No. 152, dated July 17, 1922, cited 
by Captain Griffith in his above-quoted request for discharge, provided as follows: 

“8. Any officer in the service, who so desires, may submit through military 
channels, for consideration by the board a statement bearing upon his past, 
present, or probable future effeetiveness. Should the officer bel eve that, for ans 
reason, it will be best for the interests of the service that he be retired or dis 
charged, his statement will clearly set forth such reasons.”’ 

On October 11, 1922, The Adjutant General advised Captain Griffith that upon 
the recommendation of the board of general officers convened pursuant to the 
provisions of the act of June 30, 1922, supra, he had been sele*ted by the President 
as one of the officers to be discharged in accomplishing the reduction in the number 
of officers in the Army that had to be made in accordance with that act, and that 
he would be discharged with 1 yeer’s pay. Thereafter on November 10, 1922, 
Captain Griffith was honorably discharged from the Army with | vear’s pay. On 
the same date, and immediately prior to his discharge from the Army, Captain 
Griffith was given a general physical examination at the station hos>ital at Fort 
Sam Houston, Tex., and in his report of the examination the examining surgeon 
stated: 

“T certify that 

“The officer named above [Cant. Llewellyn B. Gr'ffith] has been given a caref 
physical examination, and it is found that: 

“He is physically and mentaliv sound with the following exceptions: 

Describe the nature and location of the defeet, wound, injury or disease 

“Asthma, bronchial, probably chronic, was seen in one mild a tack in Septembe: 
1922 

“The wound, injury, or disease is not likely to result in death or disability 

“Tn my opinion the wound, injury, or disease did originate in the line of duty in 
the military service of the United States. 

“In view of oce ‘pation he is 10 pereent disable 1.” 

At the time of his discharge from the Army this officer signed a tormal statement 
in which he acknowledged receipt 9! the notice of his separation irom the service, 
stated that he did not desire a commission in the Officers’ R serve Corps, and that 
he was suffering from the effects of a disease incurred in the military service of the 
United States. 

The law in effect at the time the board of Army medical officers submitted its 
report on August 19, 1922, in which it found that Captain Griffith was fit .or u.i 
field service and recommended that he be returned to duty, as well as at the time 
of his discharge from the Army on November 10, 1922, provided that for an Ariny 
officer to be retired because of physical disability it was nece:siry to find that he 
was incapacitated for active service and that his incapacity had resulted from an 
incident of service (sec. 1251 of the Revised Statutes; 10 U. 8S. C. 933). It, there- 
fore, seems clear that Captain Griffith was not entitled in 1922 to be retired from 
the Ariny because of physical disability. 

Since his discharge Captain Griffith has made a number of resuests for retire 
ment under the Emergency Officers’ Retirement Act, approved May 24, 1928 (45 
Stat. 735; 38 U.S. C. 581), for physical disability of service origin. ‘That act 
provides in pertinent part as follews: 

“That all persons who have served as officers of the Army, Navy, or Marine 
Corps of the United States during the World War, other than as officers of the 
Regular Armv, Nevy, or Merine Corps who during such servies heave incurred 
physical disabilit in line of duty, and who heve been, or may here fter, witl a] 


one vear, be, reted in aecordanee with law 2t not less then 30) er centum jer: a- 





if 
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nent disability by the United States Veterans’ Bureau for disability resultir 
directly from such war service, shall, from date of 2} 
Director of the United States Veterans’ Bureau, be placed upon, and thereafter 








continued on, separate retired lists, hereby created as part of the Arinv, Navy, and 
Marine Corps of the United States, to be known as the emergeney officers’ re- 
tired list of the Arinv, Navy, or Marine Corps of the United States, respectively 
with the rank held by them when discharged from their commissioned servi 
and shail be entitled to the same privileges as are nor iayv hereafter be . 
vided for by law or regulations for officers of the Regular Arn Navy, or Mari 
Corps who have been retired for physical disabilitv incurred in line of du ‘ 
shall be entitled to all hospitalization privileges and tical trea eC] Ss are low 
or tn'hy hereafter he auth rized i) the Ui ited States Veterans Bure: 1, cal d sha 
receive from date of receipt of their application retired pay at the te of 75 per 
centum of the pay to which they were entitled at the time of their discharge fro 
their commissioned service, except pay under the A f M 18, 1920 

The name of the Veterans’ Bureau w changed ti eter \doninist! 
July 21, 1930 (38 U.S.C. 11 Inasmuch as the War Depar e] nd the De 
ment of the Army have consistently refused to certif ( Csrif_ el 
as an emergeney officer during World Wer I, ! Veter * Administratio s 
declined to coi ler his 24 tiion for reti : 
the Emergency Officers’ Retirement Aet of 1928 

since Capt vin) Crriffit} discharee fro the Ar f . ) 
introduced ilk the ( Ongress tor ois rebhiel ss, 37380 _ el ny I I H i 
9609, Seventy-first Congress: S. 2281, Seventyv-sec i Congres H R. 39 
Seve nty-s cc rT | Congress = $456. Seventy-fourt Co ress _ f446 
fourth Congress; H. R. 12232, Seventy-fourth Cougress; 5. 38, Seventy-fit 
Convress; and S. 503, Seventy-sixth Congress 

The first bill in question, S. 3780, Seventy-first Congress, if enacted, would 
Gave provided “That any disability incurred in line of duty v Liewellvn B. 


hriffith while serving as an officer of the Army of the United States during the 
World War shall be deemed and considered to have been so incurred while servi 





i ! i 
as an Officer of the Army of the United States « in officer of the Regu- 
lar Army, so as to entitle said Griffith to the privileges of the Emer- 
geney Officers’ Retirement Act (Public, Numi Sevel Congres 


Provided, That such disability rating is sufficient and said Griffith Is o herwise 
eligible for retirement under the terms and con litiol of said Act: Pro ed t} 
That said Griffith shall not be entitled to anv back pay or allowances by the pas- 
save of this Act.”’ 

The War Department did not favor the enactment of any of the above-men- 
tioned bills, and none of them was enacted 

On April 17, 1951, Captain Griffith fil P| 
on Correction of Military Records, requesting that his regords in the Department 
of the Army be changed to show him eligible for retirement under the lmergenes 











ind \ 
Officers’ Retirement Act It appears that he contended before said Board, and 
that he still contends, that he was an emergency officer from October 30, 1917 
(the date he was promoted to the temporary rank of captain), until November 29, 


t 

1918 (when a commission was issued giving him a recess appointment as captain 
in the Corps of Engineers). On May 22, 1951, the Board submitted a report on 
the case to the Secretary of the Army, which reads in pertinent part as follows: 

“The Board finds: 

‘1. That the applicant has exhausted all remedies afforded him by existing law 
or regulations. 

“2. That upon graduation from the United States Military Academy, applicant 
was commissioned a second lieutenant in the Regular Army. That he was pro- 
moted to first lieutenant, Regular Army, October 19, 1917, and 
promotion October 20, 1917. 

“3. That on October 13, 1917, applicant was erroneously promoted to the grade 
of captain in the Regular Army, which promotion was canceled by the Adjutant 
General on October 15, 1917, when it was found he was not entitled to such pro- 
motion. That the cancellation of the afore-mentioned promotion did not disturb 
or revoke applicant’s status as the holder of a commission as first lieutenant in the 
Regular Army. 

“4. That applicant was granted a temporary promotion to captain November 
12, 1917, and received a permanent appointment as captain November 29, 1918 
That the appointment and subsequent discharge of applicant as a temporary 
captain had no bearing on his continuing status as a commissioned officer in the 
Regular Army. 


accepted such 
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“The Board concludes: 

‘*1. That it was the belief and intent of both the applicant and the Department 
of the Army that applicant was, and intended to continue to be, an officer of the 
Regular Army from the time of his original appointment to the Regular Army 
until his request for discharge therefrom. 

“2. That the applicant was never an emergency officer within the meaning of 
the Emergency Officers’ Retirement Act of 1928, and was not therefore eligible for 
retirement thereunder. 

“3. That no error or injustice in the military records of the applicant is shown 
under the standards of procedure and administration then in effect and that the 
military records of applicant disclose no basis for granting his request. 

“The Board recommends: 

“That, in the case of former Captain Llewellyn B. Griffith, his application for 
correction of military records, dated April 17, 1951, be denied.”’ 

On May 28, 1951, Captain Griffith’s application was denied by the Secretary of 
the Army in the following memorandum: 

“Having: received and approved the recommendations of the Army Board on 
Correction of Military Records in the case of former Capt. Llewellyn B. Griffith, 
no ASN, and under the authority vested in me by sec. 207 of the Legisiatis 
Reorganization Act of 1946 (Publie Law 601, 79th Cong.), it is direeted: 

“That in the case of former Capt. Llewellyn B. Griffith, his application for 
correction of military records, dated April 17, 1951, be and hereby is denied.’’ 

For a person to be entitled to receive retired pay under the Emerzency Officers’ 
Retirement Act of 1928, supra, it is necessary to establish that he served as a 
commissi>ned officer during Werld War I other than as an officer of the Regular 
Army, Navy, or Marine Corps. Counsel for Captain Griffith Fave eontended 
befcre the Department of the Army that inasmuch as he served as a temp rary 
captain in the Corps of Engineers from October 30, 1917, until November 29, 
1918, when a commission was issued giving him a recess app’ intrrent as a captain 
in the Corps of Engineers, he was during such peri'd of tire an emnervency 
officer within the meaning and purview of the Emersency Officers’ Retirement 
Act. The temporary promotion of Captain Griffith on October 30, 1917, to the 
grade of captain did net purport to be in any component of the Army other than 
the Recular Army. Such promoticn was made pursuant to the authority of 
section 8 cf the act of May 18, 1917 (40 Stat. 76, 81), as amended by the act of 
April 20, 1918 (40 Stat. 534), which authorized the temporary promotion of 
officers of the Recular Army below the crade cf colonel before they were eli ible 
for promotion to the next permanent grade in the Reeular Army. 

The case of Lt. Norman Seott Cooper invelved in part the same principle 
involved in the instant case. In that case the evidence showed that on November 
17, 1917, the claimant, a pbysician, entered upon active duty in the United States 
Navy as an emergency officer (lieutenant (junior grade) in the Naval Coast 
Defense Reserve): that on January 3, 1918, he was commissioned a lieutenant 
(junicr grade) in the Medical Corps of the Recular Army; that on November 28, 
1918, he was prometed to the temporary rade of lieutenant; and that he resicned 
from the Recular Navy effective December 24, 1919. It appears that after the 
enactment cf the Emergency Officers’ Retirement Act in 1928 Lieutenant Cooper 
soucht retirement benefits thereunder. On March 12, 1930, the Comptroller 
General rendered a decision (9 Comp. Gen. 399) in which he held that Lieutenant 
Cocper was entitled to be retired under the Emerzency Officers’ Retirement Act 
by reason of his service as an emercency officer from November 17, 1917, to 
January 3, 1918 (the date of his app°intment as an officer of the Regular Navy), 
but enly at the grade of lieutenant (junicr crade), the highest grade that had been 
held by him as an emercency officer. The Comptroller General specifically held 
that he was not entitled to be retired at the temporary grade of lieutenant to 
which he was appointed after he was commissioned a lieutenant (junior grade) 
in the Recular Navy. The Comptroller General in his decision on the case 
said (p. 404): 

“In the case of Cooper, it will he noted that his emergency service was termi- 
nated by his appointment in the Regular Navy, that his grade or rank in the 
Naval Reserve Force (emergency service) was that of a lieutenant (junior grade), 
but that after his appointment in the regular Navy he was given a temporary 
advanced grade, that of lieutenant, as was the case with respect to practically 
all officers of the regular establishments. He is entitled to retirement and to 
pay under the act of 1928 on the basis of pay of the grade held by him when 
separated from his emergency status, that is, lieutenant (junior grade) notwith- 
standing that while under appointment in the Regular Navy, he was given a 
temporary appointment as lieutenant.” 
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The Judge Advocate General of the Army has consistently held that individuals 
in circumstances similar to those of Captain Griffith were not entitled to be 
retired under the Emergency Officers’ Retirement Act of 1928. 

Inasmuch as the entire service of Captain Griffith in the United States Army 
was in the status of a Regular Army officer, he was never an emergency officer 
within the meaning of the Emergency Officers’ Retirement Act, and, accordingly, 
was not entitled to the benefits of said act. He, therefore, could not 
certified to the Veterans’ Administration as an emergency officer. 

Aside from the fact that the claimant is not legally entitled to the benefits of 
the Emergency Officers’ Retirement Act, there is no equitable basis for tt 


} re 1 
legaily be 


granting of the special relief proposed by this bill As hereinbefore shown, th: 
claimant on July 1, 1922, filed an application for his discharge from the Arn 
as a surplus officer under the provisions of the act of June 30, 1922, but befor 
any action was taken on that application he decided to and did seek to be retired 
on the ground of physical disability After having been found by 
Army medical officers to be suffering from no physieal disability t 
entitle him to retirement, and being found fit for full field service, he then re- 
newed his application for discharge from the Army as a surplus officer in accord- 
ance with the provisions of the act of June 30, 1922, and was discharge 
the pxovisions of that act, receiving 1 vear’s extra pay at the time of his dis 
charge. The Veterans’ Administration has advised the Department of the 
Army that Captain Griffith was first rated by the Veterans’ Bureau on November 
10, 1923, as having a service-connected temporary partial disability of 10 per- 
cent on account of bronchial asthma; that he was not rated as having a service 
connected disability of 30 percent or more until December 27, 1929; and that he 
is now rated as having a 30 percent service-connected disability, but is receivin 
compensation of $60 per month under a ‘Protected rating permanent partial 
40 percent.’”’ Under this state of facts the Department of the Army can perceive 
no justifiable ground for the enactment of the extraordinary legislation proposed 
by this bill. 

Counsel for Captain Griffith have cited as a precedent for the enactment of 
the present bill, S. 1991, Seventy-fourth Congress, approved March 16, 1936 
(49 Stat. 2239), which was enacted for the relief of Wilson G. Bingham, formerly 
a captain in the Regular Army, who had been discharged as a surplus officer on 
December 15, 1922. That act provided, in pertinent part, as follows: 

“That in the administration of the benefits and privileges of the Emergency 
Officers’ Retirement Act of May 24, 1928 (45 Stat. 735), Wilson G. Bingham 
late captain of Infantry, United States Army, shall be | to have been honor- 
ably discharged as an emergency officer and in the grade of captain of Infa 








1@i¢ 
on December 15, 1922: Provided, That no back pay or allowances shall be he 
to have accrued prior to the passage of this Act.’ Rm 

Subsequent to the discharge of Captain Bingham from the Army it was deter 
mined by the Veterans’ Administration that he was entitled to compensation by 
reason of service-connected disability in the amount of $74 per month, or $888 
per annum. His service-connected disability was determined to be somewhat 
greater than that from which Captain Griffith was in 1922, and is now, suffering 
Furthermore, it appears that the President approved S. 1991, Seventy-fourt] 
Congress, for the relief of Captain Bingham, solely because he had previous 








committed himself to the approval of such legislation. This is shown by a letter 
from the President to the chairman, committee on Military Affairs, United States 
Senate, dated March 19, 1936, in which he set forth the facts concerning his ap 
proval of the bill and stated that such approval ‘“‘should under no condition be 


considered as a precedent for any similar legislation.’’ The text of said letter 
reads as follows: 

“On March 6, 1936, the Congress sent to me for my approval 8. 1991, Seventy 
fourth Congress, entitled ‘An act for the relief of Wilson G. Bingham.’ 

“This man as I understand it is a former Regular Army officer who served as 
such from the date of his graduation from the United States Military Academy, 


August 30, 1917, to December 15, 1922, when he voluntarily resigned his com- 
mission in order to return to civil life and who at no time served as an emergency 


officer. Thereafter he made ecleim of the Ve’ erans’ Admivistration for comnensa- 
tion on account of service-conrected Cisabi iiv, which claim was duly adjudicated 
and he is now receiving $888 per annum thereunder. 

“Special relief legislation was subsequently passed by Congress to increase the 


benefits he was receiving, and on June 26, 1934, I vetoed H. R. 2632, Seventv-third 
Congress, entitled ‘An act for the relief of Wilson G. Bingham,’ which would have 
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provided for his retirement with the same privileges and pay as are provided for 
officers of the Regular Army, giving therefor the following reason: 

‘Because this officer voluntarily resigned 4 vears after the close of the World 
War he should net be reinstated and retired as a captain. 

“<“T would approve a bill to extend him the benefits of the Emergency Officers’ 
Retirement Act.’ 

“While at that time I was advised that such a proposal seemed to be feasible, 
nevertheless in considering this new bill S. 1991, certain aspects of law, as well as 
of equity and uniformity, have been brought to my attention which would have 
caused me to decide this matter also in the negative, had previous commitment not 
heen made. 

“T am therefore advising you that while Il have approved this particular relief 


bill it should under no condition be considered as a precedent for any similar 
1 } a e 
1 


legislation, and I earnestiv hove thet any future bills of this character will not 
receive the approval of the committer.” 

Finally, the enactment of this bil would be bizhiy scril tO in. thet it 
vould give to the claimant the right to sue the United States in the Court of ¢ Wns 
ipon his claim for retirement benefits, a right that is not granted by neral law 
to all other former officers in like circumstances, and there are no facts or ecirecum- 
stances present in this case which would warrant singling out this claimant for such 
preferential treatment. 

.fter a careful consideration of all the facts and circumstances in this cese the 


Department of the Army is of t! 
the enactment of this bill. It is, accordingly, recommended that the bill be not 
favorabiv considered by the Congress. 
? 


1¢ View that there ts no lege] or equitable hesis for 


The Bureau of the Budeet advises that there is no objection to the submission of 
lis report 


+1 


Sincerely yours, 
FraNk Pacr, Jr., 
Secretary of the Army. 
MEMORANDUM 
In a 12-page letter, dated February 8, 1952, the Secretary of the Army, in 


answer to a request from Hon. Emanuel Celler, chairman of the Committee on 
Judiciary, House of Representatives, submitted a report on H. R. 5398, 
Kighty-second Congress, a bill to confer jurisdiction upon the Court of Claims 
to hear, determine, and render judgment upon the claim of Lleweilvn B. Griffith 
for retirement as an emergeney officer under the provisions of the Mmergeney 
Officers Retirement Act or as a disabled officer of the Regular Army of the United 
States. The Secretary of the Army expresses opposition to enactment of the bi'l 
because he says there “is no legal or equitable basis’’ for its passage. [n othe 
words, the Secretary of the Army is opposed to extending to former Captain 
Griffith the right to have his day in court. We believe that an examination of 
the facts will convince anyone that there is both a legal and an equitable basis for 
enactment of H. R. 5398. 

In view of a number of misstatements of fact in the Secretary’s letter, we, as 
counsel for former Captain Griffith, feel that we should discuss his case at some 
length and point out some of the mistakes and discrepancies in the Secretary’s 
letter. 

In his report, the Secretary of the Army sets forth at considerably length what 
he claims the records of the Department of the Army disclose concerning this 
former officer. That recital of facts reveals a deplorable state of confusion con- 
cerning this officer, the issuance and withdrawal or attempted withdrawal of 
commissions, and a maze of contradictory orders and commissions. From the 
records of the Department of the Army, it is extremely difficult to determine 
just what did happen. This condition alone is an impelling reason for considera- 
tion of the evidence by an impartial judicial tribunal, free from bias, prejudice, and 
the military attitude of sustaining a mistake, once made, by the resort to every 
conceivable presumption, conjecture, and innuendo capable of being extracted 
from a condition or state of facts. A repetition of the recital of what the Secre- 
tary deems to be the facts is not considered necessary here. Reference, however, 
will be made to certain of those recitals of supposed facts, in an effort to demonstrate 
their inaccuracy and to indicate the need for further consideration of this 
officer’s case, in the interest of justice, equity, and fair dealing. 

The Secretary of the Army contends that Captain Griffith never was anything 
but a Regular Army officer. He points out however that when he graduated 
from the United States Military Academy, this former officer was appointed a 
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second lieutenant, and then, after referring to his appointment as a first lieutenant, 
the Secretary of the Army states that Captain Griffith was appointed a temporary 
captain in the Corps of Engineers on October 12, 1917, but on October 15, 1917, 
3 days thereafter, The Adjutant General of the Army advised him by letter that 


ile 





he was not entitled to promotion to the rank of captain and directed him to return 
the commission as captain to The Adjutant General, which he did. That com- 
mission was marked ‘‘Canceled December 7, 1917. 

te The Judge Advocate General of the Army, the legal adviser of the Department 
of the Army, had held that ‘an appointment once made cannot be withdrawn 
until it is expressly or constructively refused by the appointe Opinions of 
J. A. G., 1918, vol. 2, p. 1012, 2 cases). In the two cases cited, The Adjutant 


General of the Army attempted to withdraw commissions issued to two officers. 
The Judge Advocate General expressed the opinion that the 








atic pier iil 
drawal by The Adjutant General was ineffective Therefore, the direction of 
The Adjutant General to Captain Griffith to return the commission ¢ aptain 
issued on October 12, 1917, apparently, was illezal and lective. 

Notwithstanding the facet that on Oetober 15, 1917, The Adjuta General 
advised Captain Griffith that he wes not entitled to promotion, on October 30, 
1937, 13 days later, he was promoted to the temporar vrade of ¢ plain, Corps 
of Engineers, and took the oath of office thereunder on November 9, 1917. On 
December 31, 1917, however, a commission was issued to this officer reciting that 
the President reposing special trust and confidence ij the patriotis! valor, 
fidelity, and abilities of Liewellvn B. Griffith, I have ! ited and, by and with 
the wavice and consent of the Senate do appoint i! DrovVislons lv a fir Lie l- 
tenant in the Corps of Engineers in the service the United States.” \s he 
then was a captain, what legal effect did his appointment as a provisional first 
lieutenant have on his captaincy? Was emoted, o s con sioh as a 
captain vacated? The Seerctary of the ny points ‘ ha thre 
records of the Department of the Army fail to disclose that he ever took the oath 
of office under that appointment y The Judge Advocate Gene il repeated|s 
has held that taking the oath of office under an appointment in the Army during 
wartime is unnecessary if the officer is already in the service and pre usly took 
an oath under another appointment After 20 vears had elapsed, The Adjutant 
General of the Army, in a letter dated September 20, 1937, advised Captain 
Griffith that the commission as a provisional first lieutenant had be ssued by 
mistake and asked him to return it for cancellation It has not been returned 
That was the second time Captain Griffith was asked to retur ‘ommission for 
cancellation. He complied with the first request, because he = in the Army 


at that time and considered any request from The 
superior military authority as a command. When 
received, Captain Griffith was no longer in the Army and no obhivation 
to return the commission for cancellation. The legality of that commission is 
one of the questions to be determined judicially in this case 

At the time of the issuance of the commission to Captain Griffith as a provi- 
sional first lieutenant, the Selective Service Act of May 18, 1917 (40 Stat. 76) 
authorized the appointment of Regular Army officers to higher grades in the 
emergency forces without vacating their Regular. Army commissions, but it did 
not authorize the appointment of an officer in a lower or equal grade in the emer- 
gency forces without vacating his Regular Army appoiniment. It is important, 
therefore, to determine just what effect the appointment of Captain Griffith as a 
provisional first lieutenant had on his temporary appointment as captain. 

On July 15, 1919, Captain Griffith was given a commission as captain in the 
Corps of Engineers, by and with the advice and consent of the Senate, and took 
the oath of office under that appointment on December 14, 1919. By Special 
Orders No. 98-0, dated April 26, 1920, he and several other officers were honorably 
discharged from their ‘emergency commissions only.’’ [n his letter at page 2, 
the Secretary of the Army states that by the special order above mentioned, 
“Captain Griffith was honorably discharged from his temporary commission as 
captain.”’ [Italics added.] 

Who is right as to the status of this officer at that time, (ren. Pey ton C, March, 
Chief of Staff, who issued Special Orders No. 98-0, or the present Secretary of the 
Army who, 32 years after the issuance of those special orders, impliedly says that 
General March did not know what he was talking about when he described Captain 
Griftith’s appointment as ah “emergency commission’? It seems most important 
that this difference of opinion be decided by a judicial tribunal on the evidence 


rather than to let it rest with the Secretary of the Army, who, it seems, is willing 


to go to extreme lengths to sustain the position taken by the Department of the 
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Army in the face of positive evidence that the Chief of Staff, in 1920, characterized 
Captain Griffith’s appointment as an “emergency commission.”’ If he did not 
then occupy an emergency appointment, what was the necessity for appointing 
him a captain in the Regular Army on July 15,1919? The Secretary of the Army 
says, at page 9 of his letter, that “The temporary promotion of Captain Griffith 
on October 30, 1917, to the grade of captain did not purport to be in any com- 
ponent of the Army other than the Regular Army” and on page 10 the following 
appears: “Inasmuch as the entire service of Captain Griffith in the United States 
Army was in the status of a Regular Army officer, he was never an emergency 
officer within the meaning of the Emergency Officers’ Retirement Act, and, ac- 
cordingly, was not entitled to the benefits of said act.’? In the face of the records 
describing Captain Griffith’s appointment as an ‘‘emergency commission,’’ neces- 
sitating his honorable discharge therefrom following his appointment as a captain 
in the Regular Army on July 15, 1919, the Secretary’s positive statements are 
open to question. This and the Secretary’s other mistaken assertions undermin: 
confidence in his accuracy, to say the least. Another instance is the followin 

At the bottom of page 3 and top of page 4 of his letter, the Secretary of the 
Army states that on July 1, 1922, Captain Griffith filed an application for dis- 
charge under the act of June 30, 1922, which was transmitted to The Adjutant 
General of the Army, with the recommendation that he be discharged with 1 
year’s pay. On page 4 the Secretary states that on August 23, 1922, Captain 
Griffith filed with The Adjutant General of the Army another request to be 
discharged, quotes that request, and on page 5 states that ‘‘on November 10, 
1922, Captain Griffith was honorably discharged from the Army with 1 year’s 
pay,” implying that he was discharged upon the application quoted on page 4 
of his letter. The Secretary of the Army fails to state that the application for 
discharge dated August 23, 1922, which he quoted in his letter, was withdrawn 
and was not the one on which Captain Griffith’s discharge was based. Neither 
does the Secretary mention the confidential letter from The Adjutant General 
of the Army, dated November 4, 1922, advising Captain Griffith that ‘“‘Confi- 
dential orders issued this date, copy inclosed herewith, announcing your honor- 
able discharge from the service with 1 vear’s pay under the provisions of the act 
of September 14, 1922, to take effect November 10, 1922,” and that ‘‘an official 
copy of your request to be discharged is also enclosed herewith.”’ The Secretary, 
therefore, was wrong in stating in effect that Captain Griffith was discharged 
under the act of June 30, 1922, when, as stated at that time by The Adjutant 
General of the Army, he was discharged under the provisions of the act of Sep- 
tember 14, 1922. Furthermore, the request to be discharged, an official cony of 
whieh was enelo-ed with The Adjutant General’s confidential letter, was dated 
October 4, 1922, »nd reads in pertinent part as follows: 

“1. I desire to be discharged from the Army in accordance with the provisions 
of War Department circular No. 152 as requested in my letter to the Adjutant 
General of the Army, dated August 23, 1922. 

“2. In accordance with the provisions of paragraphs 10 and 14 of circular 
No. 152, I applied to appear before a retiring board on account of asthma which 
I have had at times since 1919, but after thorough physical examination my 
application has been disapproved because of insufficient evidence of physical 
disability. 

“3. Since it is impractical for officers to choose their own stations to agree 
with their health, I feel that I am handicapped in performing afficient service in 
the Army due to continued attacks of asthma at many localities. There is no 
known cure for this malady. For these reasons and others which I have mentioned 
before I do not feel suited for military service as a peacetime career and am 
certain that may discharge would be for the future interests of the service.” 

The difference between the request on which Captain Griffith was discharged 
and the one quoted on page 4 of the Secretary’s letter readily will be noted. In 
the letter constituting the basis of his discharge, Captain Griffith mentions his 
having applied to appear before a retiring board, which was denied. On discharge, 
he refused to sign the customary waiver of claims against the Government due to 
physical disability and insisted that he was entitled to retirement. 

By the act of June 30, 1922 (42 Stat. 722), Congress directed a large reduction 
in the personnel of the Army, such. reduction to be accomplished by retirement 
and discharge of officers upon recommendation of a board of general officers. 
In carrying out that act, the Department of the Army then named the War 
Department, issued circular No. 152, dated July 17, 1922, containing “Regula- 
tions governing reduction in the number of officers.”” These regulations provided, 
among other things, that the “officers retired or discharged will be those whom the 
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board considers for any reason least suitable for retention under the circumstances”’ 
and that “In accomplishing the required reduction the interests of the Govern- 
ment will be paramount to those of the individuals.’”’ The regulations aiso 
provided that reductions might be accomplished by retirement for disability, 
retirement for length of service, retirement or discharge of officers placed in class B 
under the provisions of the National Defense Act of 1916, or by dismissals and 
resignations. Commanding officers were directed to submit at once special re- 
ports and recommendations upon each officer believed for any reason to be con- 
sidered for retirement or discharge. 


\ copy of War Department Circular No. 152 was sent to each Army offic 
including Captain Griffith. On August 1, 1922, he requested retirement for 
physical disability, but his request was denied, Realizing that his physical 
condition was such that he could not perform satisfactory service, Captain 
Griffith requested discharge with 1 vear’s pay, as provided in the act of June 30 
1922, for officers of his length of service. He did not want to get out of the Army, 
but, as stated in his application, he realized that, due to his physical disability, | 
was less valuable to the service than officers to be retained and t} ooner or later 


his physical condition would be sueh that he would be discharged for ineflicieney 


The Department of the Army has asserted a numbe of times that Captain 
Griffith voluntarily resigned from the Army. That is not correct His request 
for discharge was based upon a realization, as stated above, that his physical 
condition did not permit him to render that character of efficien i 


service he had 
performed in the past and which the Army would expect of him in the future. 


Those are the considerations which led up to his request for discharge, a right 


which was extended to him by the act of Congress referred to, although he then 
and ever since has maintained that he had a right to be retired for physical 
disability contracted in line of duty. Prior to being gassed while serving abroad, 


he had no physical disability and certainly no ailment affecting his lungs. Other- 
wise, he would not have been commissioned. 

As pointed out bv the Secretary of the Army on page 5 of his letter, Captain 
Griffith was physically examined at Fort Sam Houston, Tex., on the date of his 
discharge and was found by the examining medical officer to be 10 percent disabled 
because of ‘Asthma, bronchial, probably chronic.’ That medi 
without any evidence whatever to support it, expressed the conclusion that ‘In 
my opinion the wound, injury, or disease did not originate in the line of duty in 
the military service of the United States.’”’ On the contrary, the Army medical 
records, relating to this officer, proved that, as already stated, he had no lung 
disorders when he entered the United States Military Academy nor during his 
rugged military service prior to being gassed in the battle of the Meuse-Argonne, 
as hereinafter more specifically mentioned Phe Veterans’ Administration has 
found since then that Captain Griffith is 40 percent disabled due to disease incurred 
in line of duty, and that if he served even | day as an emergeney officer he would 
be entitled to retirement under the provisions of the Emergency Officers’ Retire 
ment Act of Mav 24, 1928 (48 Stat. 725, 38 U.S. C. 581), th 


‘al officer, 


pertinent part of 
which is quoted on page 6 of the Seeretary’s letter of February &, 1952. The 


1952 
Secretary of the Army now seeks, by his report to the Congress, to deprive this 
former officer of the right to have a judicial tribunal determine from the available 


evidence as a fact whether he did in fact serve under an emergeney commission, 
as was stated in Special Orders No. 98-0, hereinbefore mentioned, or whether all 
his service was under Regular Army commissions Phat position of the Secretary 
seems now to be extremely unfair, inequitable, and unjust, particularly in view of 


the precedent established in the case of another officer who was graduated from 
the United States Militarv Academy on the same date as was Captain Griffith, 
and who, concededly, served only in the Regular Army, vet the Congress passed 
and the President approved an act authorizing his retirement under the provisions 
of the Emergeney Officers’ Retirement Act. That precedent is the case of ¢ 
Wilson G. Bingham, and the facts are briefly stated in the letter of the Seer 
of the Army at pages 11 and 12. 

On pages 7 and 8 of his letter of February 8, 1952, the Secretary of the Army 
quotes a part of the report of the Army Board on Correction of Military Records 
on Captain Griffith’s request that his record be corrected to show that he is 
entitled to retirement under the Emergency Officers’ Retirement Act. On page 
8 of the Secretary’s letter there is quoted from the report of the Board, the fol- 
lowing finding: 

“That the appointment and subsequent discharge of applicant as a temporary 
Captain had no bearing on his continuing status as a commissioned officer in the 
Regular Army.”’ 


ary 
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That constitutes the statement of a conclusion of law which, if true, is not very 
flattering to the Department of the Army and its methods. If the ‘‘appointment 
and subsequent discharge’’ of Captain Griffith as a temporary captain had no 
bearing on his ‘‘continuing status as a commissioned officer in the Regular Army,” 
then the appointment and issuance to Captain Griffith of the so-called temporary 
commission as @ Captain was an idle gesture and had no significance whatever. 
The finding of the Board from which we have quoted is a conclusion of law drawn 
from the facts considered by the Board. It is another illustration of the necessity 
of having the evidence in this case considered by an impartial judicial tribunal so 
that there then can be no question of the fairness and correctness of the court’s 
findings. 

Upon graduation from the United States Military Academy, Captain Griffith 


was notified by his superiors that he was a capiain. ile thereupon invesied 
himself with the insignia of that rank and wore it during his entire military 
service. He never owned or wore the insignia of either a first or a second lieu- 
tenant, although the Seeretary of the Army says in his letter that he was appointed 
a second lieutenant and then a short time later a first lieutenant, according to 
the records of his Department. The Judge Advocate General of the Army has 
held that “acceptance of an appointment to an office is necessary, but acceptance 
may be implied from the assumption by the appointee of the duties, rank, and 
insignia of the office, and such acceptance may be in advance of a formal notice 
of the appointment” (Opin. J. A. G., 1918, p. 1089). 

Immediately after graduation Captain Griffith was assigned to duty as a 
captain with the One Hundred and Thirteenth Ingineers, a National Guard 
(emergency) regiment from West Virginia. He later was transferred to the 
Six Hundred and Third Regiment of Kngineers, an organization of emergency 
troops, and not those of the Regular Army. All his service during and for some 
time after termination of hostilities was with emergency troops, and it was not 
until July 15, 1919, that he was, according to our contention, commissioned in 
the Regular Army, when he was appointed by the President by and with the 
advice and consent of the Senate. As previously stated, some 9 months later 
he was honorably discharged from his emergency commission only by Special 
Orders No. 98-0, dated April 26, 1920. 

Captain Griffith served with the American Ixpeditionary Forces in France 
from August 31, 191S, until the armistice on November 11, 1918, and thereafter 
with the Army of occupation in Germany until August 8, 1919, when he was 
returned to the United States. While serving with the American Expeditionary 
Forees he participated in the Meuse-Argonne offensive, and was gassed, but this 
incident is not mentioned in the letter of the Secretary of the Army to Mr. Celler. 

It is our contention that Captain Griffith served as an emergency officer from 
November 0, 1917, until after his return to the United States on August 8, 19149. 
While serving abroad, this officer contracted asthma, and, due to service along 
the Ohio River, his condition became much worse. He has been rated by the 
Veterans’ Administration as being 40 percent permanently disabled due to an 
ailment of service origin. , 

One of the fundamentals of American institutions and our way of life is that 
all citizens shall be equal under the law, vet we have two Army officers who were 
classmates at West Poin. receiving, at the hands of the Department of the Army, 
opposite treatment. Captain Bingham, upon recommendation of the Depart- 
ment of the Army, is receiving retirement benefits under the Emergency Officers’ 
Retirement Act, while Captain Griffith, a more deserving officer, is receiving 
nothing thereunder. In addition, the Secretary of the Army now would deny 
Captain Griffith the right to bave bis case passed upon by a fair and impariial 
judicial tribunal, in order that the facts may be definitely determined from the 
maze of contradictory and conflicting evidence in the form of orders, correspond- 
ence, decisions and other documents issued by the Department of the Army. 
The Department of the Army does not want any other tribunal or agency to be 
the judge of what its records disclose, but wanis to be the sole and only judge of 
what it bas done in the past concerning this officer. 

On page 2 of his letter, the Secretary of the Army states that ‘‘on Nevember 29, 
1918, a commission was issued giving Captain Griffith a recess appointment as a 
captain in the Corps of Engineers, to rank as such from October 23, 1918, but the 
records of the Department fail to disclose that he ever took the oath of office 
under that appointment. The last-mentioned appointment was superseded 
March 8, 1919, when Captain Griffith was given a recess appointment as a captain 
in the Corps of Engineers, with rank from October 21, 1918, but the records of 
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the 1) partm rt of thre Army fail to d SCLOS that er ve kK tive ath of off 
under the appointment of March &, 1919 

Significantly, the Secretary of the Army omits to state that his records show 
that the commission of March 8, 1919, was sent « wpril 5, 1919, to Captain 
Griffith’s mother at Harpers Ferry, W. Va., with a memorandum attached theret 





stating that, ‘This commission is mailed to you as present instructions forbid 
the mailing of commissions to officers with tl American Expeditionary Forces 
implving Clearly that acceptance of the Commission and ex¢ ition of at ath o 


ofhice were not necessary to make this appointment effective 


In the memorandum to Captain Griffith’s mother transmitting t1 isslO 
of March 8, 1919, ‘b he .djutant General of the Army also stated ‘ here 
With is the commission evidencing the promotion of your sor Ilewelly B 
Griffith, temporary captain, Corps of Hngineers Ak F) to the grade of captai 
the Corps of Engineers, Regular Army, with rank from October 21, 1918 Thi 
use of the words “‘tenporary captain, Corps of Iengineers, AFT’ and ‘capt: 
in the Corps of Engineers, Regular Army,” seems significant, and, we think 
clearly implies that prior to his ‘promotion ' * to the grade of captair 
in the Corps of engineers, Regular army” Captain Griffith was not an officer 
in the Regular Army, but was an emergency officer in the American IExpeditionar 
Forces. ‘ea ix, as alre ad\ pointed out, is borne out by Special | rders No. $8 0 
April 26, 1920, discharging him from his emergeney comn r If he 


had been an officer in the Regular Army at that time, it would have been more 
appropriate for tl 

Griffith’s mother “Attached hereto is thre COMMISSION eVvide Cling rie perma 
nent appointment in the Corps of Engineers, Regular Army, of your son (Llewel- 


we adjutant General to sav in tus nemoranau to { aptal 





Ilvn B. Griffith, temporary captain, Corps of kngineers, Regula ! Sines 
the Secretary of the Army contends that Captain Griffith’s entire service Was 1 
the Regular Army, the decision of judicial tribunal seems essential to determine 





his status, the precise meaning of the issuance of the numerous Commissions, and 
' 





the use DN the Adjutant General of the Arimv of the word “temporary” and by 
the Chief of Staff of the word “emergency” in describing the same appointment 
Only ih that Way Cat the eonflietiz v statements of diff officers of the 1) 
partenent of the Army ever be reconciled, if that ned: the act 
status of this officer determined 

Ail that is sought by the enactinent of H.R. S388S is an opportu for Canta 
Gariffith to bave bis dav in a court of mtice \ ea lici ete : of his 
status mav be obtained. in order t tt ! } ( ’ ti ! \ 1 
if auy, rights be bes to retirement Instead of oppesing enactmer f this p 
posed legislation, the Secretary of the Army ought stice ond fair dealin to 
weiecome its enactment in ord that fi 1 ma ‘ be res t 1 this Chee 
Prolongation of the contentions of the Pepartme of the I al e one { 
and those of Captain Griffith on the other canno one to re t a solutio 


We have gone t this extreme length in at ‘ttem pt t peo Out thre 1 al 


aAccurecies, OMIssions, musstateme end erro t| etter of the ecretary 
the Army. with a view to demonstrating the absotu ecessitv of ref ne Cay 
tain Griffith’s case to a court of competent ju ictio n order f 

accorded the right of having his case considered | a fs and imparti 

instead of by a pr judiced official of the DD parth f ( \y 

mistakes. conflicting orders and com oO rnd « ' ‘ 


Respectful 
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82n ConGREss HOUSE OF REPRESENTATIVES Report 
2d Nession No. 2437 


ATTORNEYS’ LIENS 


Juy 2, 1952.—Committed to the Committee of the Whole House 


the Union and ordered to be printed 


Mr. Bryson, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 2546 


The Committee on the Judiciary, to whom was referred the bill 
(S. 2546) to provide for attorneys’ liens in proceedings before the 
courts or other departments and agencies of the United States, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 3, strike out the figure “10” 
the figure “125”. 

Page 1, line 4, strike out the figure “394” and insert in lieu thereof 
the figure £1963”. 

Page 1, line 6, strike out the figure ‘394a”’ and insert in leu thereof 
the figure ‘'1964”’. 

Page 1, line 8, before the word ‘“*That” insert ‘(a)”’. 

Page 2, line 15, strike out ‘See. 2” and insert in lieu thereof ‘‘(b 

Page 2, line 20, strike out ‘See. 3”’ and insert in lieu thereof ‘ 

Page 3 


icp? 


and Insert in Lhe ll thereof 


, line 1, strike out the figure ‘‘4"’ and insert in leu the figure 

Page 3, line 1, strike out the figure “10" and insert in lieu thereof 
the figure 125”. 

Page 3, line 2. strike out the word “following” and insert in lieu 
thereof the word “preceding”’. 

Page 3, line 2, strike out the figure “394” and insert in lieu thereof 
the figure “1961”. 

Page 3, line 3, strike out the words ‘‘so as to read”? and insert in 
lieu thereof the words “‘by adding at the end thereof” 

Page 3, following line 3, strike out the section heading reading 
“Sec. 394a. Attorney’s charging lien in an action or other proceed- 
ing.’’’ and insert in lieu thereof: ‘1964. Attorneys’ charging lien in 
an action or other proceeding.’ 
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AMENDMENTS 


The amendments are of a clerical nature only. In drawing up the 
instant legislation, the 1940 edition of the United States Code was 
used in citing section numbers. However, title 28 of that code was 
revised in 1948, and the subject matter of this legislation was set forth 
under different section numbers. These amendments, therefore, con- 
form to the 1948 code revision and place this legislation in its proper 
position in the code. 

STATEMENT 


In many States, attorneys have a charging lien upon a client’s cause 
ot action, either at common law or by statute. The purpose of this 
bill is to insure similar protection for attorneys under Federal law. 
The Senate report accompanying this bill, Senate Report No. 1445, 
notes a few important points. 

First it states: 

The Federal courts do not recognize a common-law lien in favor of attorneys, 
but they have given effect to the laws of the States in which such liens may be 
held (p. 3). 

One advantage of 5. 2546, as the Senate report points out, would be 
that the proposed 

lien would be enforced uniformly by all Federal courts. 

More important, 

in the District of Columbia there is at present no lien statute. * * * the bulk 
of claims against the United States are litigated in that jurisdiction. Unless an 
attorney’s retainer agreement expressly provides that the attorney is to be paid 
exclusively from the recovery, he has no lien (Pink v. Farrington (92 F. 2d 
465 * * * If an attorney is cognizant of this rule and takes this precaution, 
he shuts himself off from the personal lability of the client (p. 3 

Ojection was made by several of the Government agencies that the 
bill would require the agencies themselves to determine and set the 
amount of the fee due attorneys. That objection is obviated by the 
instant bill which provides for enforcement by 
the court in which that action or proceeding is brought, or the court in which a 
proceeding for judicial review may be brought if the proceeding be brought before 
any department or ageneyv of the United States, or if no judicial review of such 
department or agency action is provided by law, any district court of the United 
States, shall, upon petition of the client or attorney, determine and enforce such 


In addition, the objection is made that the provisions of section 2 of 
5. 2546 expressly exempts the liens in favor of attorne ys from the pro- 


hibitions of (1) the Assignment of Claims Act and (2) liens against 
property vested by the U ‘nited States. As regards the Assignment of 
Claims Act, no exemption is in fact needed. The Senate report 


properly says that 


Section 2 of S. 2456 is designed, in part, to set at naught the argument that the 
prohibition against the assignment of claims against the United States (31 U.S 

sec. 203) would strike down this attorney’s lien. The lien in this instance would 
apparently be exempted from the operations of the Assignment of Claims Act 
31 U.S. C., see. 203) in any event because it would have been created by ‘‘opera- 
tion of law.” Brooks v. Mandel-Witte Co. (54 F. (2d) 922, 955 (C. C. A. 2d, 
1932)). But seetion 2 of this bill expresses this cone lus sion affirmative ly, and thus 
eliminates any confusion which might otherwise arise (p. 3). 
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In other words, the statutory lien created by 5, 2546 would be exempt 
by operation of law without an express exemption. The long-stand- 
ing exemption of assignments by “operation of law’’ from the Anti- 
assignment Act was recently reaffirmed in United States v. Aetna 
Casualty and Surety Co. (338 U.S. 366, 372-376 (1949)). In effeet, 
then, the agencies opposing this legislation would in fact change the 
law whereas section 2 is merely declaratory of existing law. 

In addition, if a statutory hen is exempt from the sweeping rOVi- 
sions against the assignment of claims against the United States, there 
is no reason to be more considerate of the prohibition against property 
seized or vested by the United States. It should be remembered that 
many of the proceedings now being instituted against the Alien 
Property Custodian are to reclaim erroneously vested properties, 
properties upon which the Government, in the interest of expediency 
during the war, made summary seizures. 

Additional argument is made that the Government will become a 
party to a substantial volume of litigation between attorneys and 
clients, even in situations wherein the Government has paid one or 
the other in good faith. If, of course, the Government has paid a 
client prior to institution of a suit, there is no basis for any claim. If 
suit, however, has been instituted by the attorney, the Government 
cannot claim that any payment made thereafter was made “in good 
faith,” for the institution of a suit is notice of the attorney’s statutory 
lien. If the Government desires to pay either client or attorney, it 
can pay into court and be absolved of all further liability. This was 
done by the Secretary of the Treasury in Avon v. Srader (196 F. (2d 
38). And further, the Government can protect against liability 


al 


ilk 
the ordinary case, by procuring a waiver from both attorney and client 
prior to payment. 

Another objection is that the enactment of the instant legislation 
will not only result in delays in making payments to claimants but 
also will involve the Government in burdensome administrative and 
accounting difficulties which often result from alleged assignments. 
The fact, of course, that additional administrative problems may be a 
byproduct of this legislation is of little weight to the committee in 
determining the merits of this bill. In addition, it sees no reason for 
denying attorneys protection because the defendant happens to be 
the Government rather than a private citizen. While this legislation 
may result in delay in payments to some claimants, the committee 
is of the opinion that this objection is, for the most part, more fancied 
than real and that in the majority of cases there will be little or no 
trouble. In any event, where recoveries or awards are obtained 
through the efforts of an attorney, he, no less than any other person, 
should have his rights protected. This especially so when his labors 
play the major part in bringing about the recovery. 

further objection is made to the applicability of the bill to any 
proceeding presently pending. The bill, of course, is intended to sup- 
ply a Federal Jien, a lien which is already existent in many States by 
virtue of statute or common law. The committee sees no reason to 
discriminate against attorneys who have presently pending suits 
Justice requires that these attorneys, too, be protected for services 
they have already rendered and will continue to render. In some 
instances, pending suits have been protracted for as long as 6, 8, or 
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10 years and no persuasive argument has been submitted as to whi 
such attorneys should be deprived of the protection of the provisions 
of this Act. 

Another argument presented to the committee was that this legis- 
lation will create additional delays and expense because the Govern- 
ment agencies charged with determining offsets will have to investigate 
not only claims that the Government may have against the claimants, 
but also those it may have against the attorneys. This, however, 
should be viewed as an advantage to the Government tather than 4 
burden for the presence of an attorney affords additional opportunity 
to the Government to assert its own claim against him. 

It is the opinion of the committee that this bill does not represent 
an innovation. Instead it corrects a defect or fills im an omission in 
Federal law. It assures attorneys the protection that they have long 
enjoyed at common law and now enjoy by statute in matiy States. 

There was some discussion during the full committee’s consideration 
of this legislation as to what constituted an attorney’s appearance 
before an administrative agency. It was pointed out that many 
Government agencies, by regulation, require the submission of a 
power of attorney signed by the claimant, before an attorney is 
permitted to appear for a claimant. In order to avoid future issue on 
this legislation the committee is agreed that, in the absence of statute 
or regulation expressly providing for the appearances of attorneys, 
no attorney at law shall be considered to have entered an appearance 
in any action or proceeding before any department or agency of the 
United States until he files a duly executed power of attorney signed by 
the claimant or his guardian and acknowledged before an officer 
authorized to administer oaths for general purposes. 

For informational purposes the major portion of the Senate report, 
referred to above, is adopted and incorporated herein, as follows: 

The purpose of this bill is to give an attorney at law a lien upon his client's 
cause of action, claim, or counterclaim, in any Federal court or before any depart- 
ment or ageney of the United States, which shall attach to any verdict, report 


determination, decision, judgment, or final order in his client’s favor, and the 
proceeds thereof in whatever hands they may come. 


PROVISIONS 


The provisions of this bill are very similar to section 475 of the Consolidated 
Laws of New York (N. Y. Judiciary, sec. 475). The only real differences between 
that statute and this bill are (1) the method of enforcement of the lien; (2) the 
exemption spelled out in section 2; and (3) section 3 makes this statute applicable 
to any action or other proceeding which is presently pending or hereafter com- 
menced. The need for section 2 is self-evident. If this bar was not lifted from 
assignments of claims against the United States or enforcing a lien against prop- 
erty “‘vested”’ by the United States, it would be doubtful whether or not the vast 
majority of administrative practice and suits against the United States would be 
excluded from the protection of this statute. 

The method of enforcement is set out specifically in this proposed legislation 
while the New York statute merely provides that the court upon petition of the 
client or attorney may determine and enforce the lien. No mention is made in 
the New York statute concerning the procedure to be followed if the lien attached 
as a result of proceedings before a State, municipal, or Federal department. The 
language used in this bill would place the enforcement of the lien in the hands of 
the courts. 

The last sentence of section 1 of this bill sets forth the method of procedure for 
enforcing this lien. Either the client or attorney may petition the appropriate 
court to determine and enforce the lien. The appropriate court is determined 
by the type of proceeding. Thus the lien that attaches as the result of an action 
or suit instituted in a court is enforced by that court itself. If the lien attaches 
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as a result of a proceeding brought before any department or ageney of the Unite 
States, and judicial review may be had from the decisions of such a department 
or agency, the court before which judicial review is sought will enforee the lien 
If the lien attaches as a result of a proceeding brought before anv department or 
agency of the United States, and no judicial review from such department or 
agency can be had, any district court of the United States will enforee the lien. 

This statute has been made to apply not only to those -actions and other proceed- 
ings which are commenced after the effective date of this provision but also to 
those which are presently pending. The New York statute applied only pros- 
pectively. 


“| 


STATEMENT 


Historically attorneys at law have had the benefit of two liens. On tl 
hand a lawyer had a general, retaining or possessory lien; on the other 
special, particular or charging lien. The retaining lien gave an attor1 t 
to retain possession of all documents, money, or other property belonging to hi 
client until the general balance due to the lawyer for professional services wa 
paid. This present bill does not in anywise affect the attorney’s retaining lien 

The charging lien is an equitable right. It entitles an attorney to the right to 
be paid the fees and costs due to him as a result of a judgment or recovery in 
particular suit. This charging lien was permitted at common law and has bee 
extended in many States by statute (N. Y. Judiciary § 475) 

The Federal courts do not recognize a common-law lien in favor of attorney 
but they have given effect to the laws of the States in which such liens may be 
held (Webster v. Sweat, 65 F. (2d) 109 (C. C. A. 5th 1933): Chaucey v. Bauer oe F. 
(2d) 293 (C. C. A. 5th 1938); Central Railroad & Bkg. Co. v. Pettus, 113 U. 116, 
at p. 127, 5 S. Ct. 387 (1885)). 

The proposed legislation would change the law in two material aspects; (1) it 
would broaden the normal charging lien which the Federal courts have heretofore 
enforced as part of the law of a particular State; and (2) this lien would be enforced 
uniformly by all Federal courts. As to this latter aspect it would obviously make 
no difference henceforth whether the lien was asserted in one Federal district 
court rather than another. In this connection it should be pointed out that since 
the language of the New York statute is adopted, except as to the enforcement 
provisions, the Congress is in effect spproying the constructions given to that 
statute by the New York courts. Those cases would not be binding on the Federal 
courts, but would of necessity be entitle d to great consideration and respect. 

In the District. of Columbia there is at present no cj n statute. However, it 
should be pointed out that the bulk of claims against the United States are litigated 


in that ‘ariediction. Unless an attorney’s retainer agreement expressly provid 


eS 


that the attorney is to be paid exclusively from the recovery, he has no lien, 
Pink v. Farrington (92 F. (2d) 465 (App. D. C. 1937). If an attorney is cognizant 
of this rule and takes this precaution, he shuts himself off from the personal 


liability of the client. 

Section 2 of 8S. 2546 is designed, in part, to set at naught the argument that the 
prohibition against the assignment of claims against the United States (31 U.S. ¢ 
sec. 203) would strike down this attorney’s lien. The lien in this instance woul 
apparently be exempted from the operations of the Assignment of Claims Act (31 

1, S. Sec. 203) in any event, because it would have been cre o ir b 
law.’’ Rrooks Vv. Vandel-Witte Co. (54 F. 2d) 922, 955 (C. ¢ 4 
section 2 of this bill expresses this conclusion affirmatively, an at th 
confusion which might otherwise arise. 

The remaining portion of section 2 would not prevent an att 
attaching to property seized or vested by the United States. Thus if, under 
section 7 (c) of the Trading With the Enemy Act, the United States hs 
certain property, section 9 (f) would not prohibit the attorney’s lien, heret 
conferred, from attaching at the commencement of the action, 

In recommending that this bill be favorably considered the committee wis! 


Is CLINI Aates Aa 


call attention to the fact that a si: milar statute has been 1 to detailed 
scrutiny by the New York courts. ‘he language of this legis has been fully 
tried, and it has neither been found wanting as regards the oO att ( 





nor oppressive as regards the interests of a client. 

Attached hereto and made a part of this report are communications 
from the Office of the Attorney General, the Comptroller General of 
the United States, and the Treasury Department. 
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JUNE 25, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuatrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 6405) to provide for attornevs’ 
liens in proceedings before the courts or other departments and agencies of the 
United States. The Senate having recently passed a similar bill, S. 2546. which 
is also with the committee for consideration, the comments of the Department 
will be directed to both bills. 

Both H. R. 6405 and S. 2546 provide that from the commencement of an 
action, or other proceeding (or the service of an answer containing a counterclaim) 
in any court or before any department or agency of the United States, an attorney 
whose appearance has been entered for a party sball have a lien upon his client’s 
cause of action, claim, or counterclaim, which shall attach to any verdict, report, 
determination, decision, judgment, or final order in his elient’s favor, and the 
proceeds thereof in whatever hands they may come. Both bills also provide 
that no statute forbidding or limiting the assignment of a claim against the 
United States shall be deemed to apply to a lien thus established. The Senate 
bill, in addition, provides that no statute forbidding or limiting the creation or 
enforcement of a lien against property seized or vested by the United States shall 
be deemed to apply to the attorneys’ liens 

With respect to enforcement, the House bill provides that the court, depart- 
ment, agent, or agency entering such final order shall, upon petition of the client 
or the attorney, determine and enforce such lien. The Senate bill provides that 
determination and enforcement of the lien shall be made by the court in which the 
action or proceeding is brought, the court in which judicial review may be had 
if the proceeding is an administrative one, or any district court of the United 
States if the proceeding is an administrative one from which there is no judicial 
review provided by law. 

Another important difference between the bills is that the Senate bill provides 
for the enactment to be applicable to any action or other proceeding presently 
pending. 

Both bills provide for the attorney’s lien to attach from the commencement of 
an action, or other proceeding. Neither of the bills, however, makes it clear that 
such a lien will be subordinate to counterclaims or set-offs successfully asserted. 
To illustrate this ambiquity, if an insolvent plaintiff is suecessful in a claim for 
$1,000, and the defendant is successful in asserting a counterclaim for $1,500, the 
lien of the plaintiff’s attorney might be held to be superior to the judgment of the 
successful defendant. Such might be the result irrespective of whether the de- 
fendant is a private party or the Government. It would seem that the measure 
should be clarified in this respect. 

The provision in both bills to the effeet that the liens created by them shall not 
be barred by the Assignment of Claims Act, and the provision in the Senate bill 
providing for the creation or enforcement of liens against property seized or 
vested by the United States despite section 9 (f) of the Trading With the Enemy 
Act, would result in the Government becoming embroiled in conflicting claims. 
One of the purposes of the Assignment of Claims Act was to protect the Govern- 
ment from the necessity of making investigations of alleged assignments of claims 
against it and from becoming embroiled in the conflicting claims which so often 
result from such alleged assignments. Likewise, enactment of section 9 (f) of 
the Trading With the Enemy Act was deemed necessavy to protect the Govern- 
ment against the complications and entanglements which would result if liens, 
attachments, garnishments, ete., were permitted with respect to seized or vested 
properties. Neither of these statutory enactments should be bypassed in any 
legislation without due consideration of the reasons which in the first instance 
prompted their enactment, and of the consequences to be anticipated as a result 
of making exceptions from their application. In this same connection, it may 
be expected that the Government will become a party to a substantial volume of 
litigation between attorneys and clients, even in situations wherein the Govern- 
ment has paid one or the other in good faith. Furthermore, it is considered 
undesirable to place the executive agencies of the Government in a position where, 
in addition to the customary determinations incident to administrative proceed- 
ings, they must adjudicate rights as between attorneys and clients. H. R. 6405 
would create such a condition. 

Both bills would advance the charging lien concept well beyond its present 
horizons by treating administrative negotiations carried on through attorneys 
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like litigation, and by creating liens upon the claims of clients represented by 
attorneys in such proceedings. Furthermore, some such proceedings, such as an 
application for a radio license, do not lend themselves to such liens. Also, it 
should be noted that delays and expense may be anticipated while the Government 
agencies charged with determining offsets investigate not only claims that the 
Government may have against the clients, but also those it may have against the 
attorneys. It is well established that a debtor with notice, actual or constructive, 
of an attorney’s participation, who pays his creditor may also have to pay the 
attorney’s proper fee, for which he may be sued independently or for which th 
case may be reopened if a satisfied judgment is involved. 

A further result to be anticipated from enactment of either of these measures, 
is that in a considerable number of actions or proceedings attorneys who would 
not otherwise be parties will seek leave to intervene to protect their lien interests 
This will create additional difficulties and delays in effecting the conclusion of 
such matters. 

Section 3 of S. 2546, making the liens to be created by that bill applicable to 
any proceeding presently pending as well as hereafter commenced, would require 
that all agencies of Government discontinue upon enactment of the bill the making 
of any payments on the basis of verdicts, reports, determinations, decisions, 
judgments, or final orders thereafter issued or entered on actions or proceedings 
now pending. This would confuse and tie up thousands of administrative and 
judicial proceedings which might otherwise be promptly terminated by the mak- 
ing of payments to the partie thereto. 

The Department of Justice is unable to recommend enactment of either of 
these bills. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
James P. McGRANERY, 
Attorney General. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 3, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

My Dear Mr. CuarrMan: There has come to my attention S. 2546, Fighty- 
second Congress, entitled ‘“‘A bill to provide for attorneys’ liens in proceedings 
before the courts or other departments and agencies of the United States,” which 
passed the Senate on May 1, 1952, in amended form, and is at present pending 
before vour committee. 

Briefly, and as stated in the report of the Senate Committee on the Judiciary 
(S. Rep. No. 1445, 82d Cong.) “The purpose of this bill is to give an attorney at 
law a lien upon his client’s cause of action, claim, or counterclaim, in any Federal 
court or before any department or agency of the United States, which shall 
attach to any verdict, report, determination, decision, judgment, or final order 
in his client’s favor, and the proceeds thereof is whatever hands they may come.” 

As passed by the Senate, section 1 of the bill, in language very similar to section 
475 of the Consolidated Laws of New York (N. Y. Judiciary, sec. 475), establishes, 
in broad lien form, the right of an attorney to be paid fees and costs due him as a 
result of judgment or recovery in a particular action or proceeding in or before 
anv court, department, or agency of the United States. The New York statute 
makes no mention of procedure to be followed when the lien attaches as a result 
of proceedings before an agency, although it provides that ‘The court upon the 
petition of the client or attorney may determine and enforce the lien.’’ The bill 
places enforcement in the hands of the courts, as follows: 

‘* %* * The court in which the action or proceeding is brought, or the court 
in which a proceeding for judicial review may be brought if the proceeding be 
brought before any department or agency of the United States, or if no judicial 
review of such department or ageney action is provided by law, any district court 
of the United States, shall, upon petition of the client or attorney, determine and 
enforce such lien.” 

The Senate committee report points out that, “since the language of the New 
York statute is adopted, except as to the enforcement provisions, the Congress 
is in effect approving the constructions given to that statute by the New York 
courts. Those cases would not be binding on the Federal courts, but would of 
necessity be entitled to great consideration and respect.’ 
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As you are aware, the General Accounting Office makes direct settlement of 
hundreds of thousands of claims each year (approximately 400,000 during the 
fiscal year 1951), and many of the claimants involved are represented by attorneys. 
Thus, the effect of the enforcement provisions of the bill are of vital concern to 
this Office from the viewpoint of additional work burdens that may result from 
their enactment. If, on the one hand, this Office be required to recognize and 
service liens in the first instance, each claim in which an attorney appears would 
be complicated by the necessity of considering and determining the attornev’s 
claim before settlement could be made with the claimant. If, on the other hand, 
this Office be required to observe and service a lien only when there is presented 
a court order determinative thereof, most complications and consequent addi- 
tional work would be minimized. 

A preliminary survey of the operation of the New York statute, as reflected by 
cases reported in Consolidated Laws Service, New York, Judiciary Law, section 
475, indicates that, to the extent those cases would govern, statutory liens to be 
created by the bill would become binding without notice and would result in 
equitable rights which could not be disregarded, but would continue as Govern- 
ment responsibilities, regardless of settlement with claimants, until satisfied 
(‘such lien shall not be affected by any settlement between the parties before 
or after judgment, final order, or determination’’). (Brooks v. Mandel-Witte Co., 
54 F. 2d 992 (1932), certiorari denied 286 U. 8. 559; Woodbury v. Andrew Jergens 
Co., 69 F. 2d 49 (1934); Smith v. Young, 82 N. Y. 8. 2d 30 (1948)); and cases 
cited therein. 

While it seems likely that the provisions of section 1 of the bill are intended to 
bring about some modification of the New York enforcement procedures, it is not 
clear, without more, that the mere addition in the bill of directions that certain 
courts shall enforce the liens in instances of administrative proceedings would 
relieve the departments and agencies—including the General Accounting Office— 
of responsibility, even in the absence of court orders, to see that such liens are 
satisfied. Thus, I am seriously concerned that the lien provisions of 8. 2546, if 
enacted, will result in greatly increasing the work of settling claims in the General 
Accounting Office by adding, in each instance where a claimant is represented by 
an attorney, a new party whose rights or privileges must be considered and 
determined before the case ean be finally settled. Undoubtedly many thousands 
of such cases would be encountered each year and a very considerable additional 
claims settlement expense would be incurred. 

The present language of the bill stipulates that a lien shall attach whenever 
appearance has been entered by an attorney. Failure to specify just what pro- 
cedures will constitute an appearance, however, or to authorize the various 
agencies to continue present (or prescribe new) qualifications governing the 
practice of attorneys before them and to establish standards for filing and proving 
the terms of liens—for the protection both of the Government and principal 
claimants—undoubtedly will cause extensive administrative difficulties and con- 
fusion. In order to insure that practical problems attendant upon servicing the 
attorneys’ liens that would result from enactment of the bill will be administered 
in an efficient manner, without undue delay to the principal claimants, provisions 
to overcome the serious weakness in these respects appear necessary. At the 
very least, it is desirable that the bill include a provision requiring that appearance 
conform. to regulation. Individual agencies could be authorized to issue such 
regulations, and the executive branch could be authorized to issue uniform regu- 
lations applicable to all agencies therein if deemed desirable in the interest of 
consistency. 

It is important to note, also, that cases decided under the New York statute 
regard the liens as equitable assignments taking priority over the general right to 
apply amounts found due in liquidation of debts, including State and Federal 
tax liens. (Application of Peters, 67 N. Y. 8S. 2d 305 (1947), modified in other 
respects, 73 N. E. 2d 560; Herlihy v. Phoenix Assur. Co., 83 N. Y. 5S. 2d 707 (1948) ; 
Reisman v. Independence Realty Corp., 89 N. Y. 8S. 2d 763 (1949)); and cases cited 
therein. Amounts found due claimants in many instances are applied by this 
Office, often in whole, to liquidate indebtednesses to the United States. The 
Government would be deprived of this method of recovery to the extent of any 
attorneys’ liens that might be involved. In some cases, this would result in 
preventing the Government ffom collecting sums due long before the claimant 
engaged an attorney. 

As a practical matter, I most seriously acubt that attorneys prosecuting claims 
before Federal agencies would often have occasion or need to enforce the proposed 
statutory liens against funds in the possession of such agencies. The considerable 
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expense that would be incurred by this Office and other agencies in establishing 
adequate procedures to protect the Government in every case therefore could be 
expected to result in essential benefits to attorneys only in relatively few instances. 
For that reason, if your committee favorablv considers S. 2546, it is suggested 
that the language thereof might be moaified to provide, affirmatively, that, unless 
or until appropriate court orders may be presented for observance in individual 
instances, liens attaching in the case of proceedings brought before Federal depart- 
ents and agencies may be disregarded by such departments and agencies. 

I think you will agree that these matters are of such grave concern, not only to 
tne work of tne General Accounting Office but to the finances of the Government 
as a whole, as to warrant the special attention of vour committee. Should more 
detailed information be desired on the work of this Office, it will be furnished on 
request 

Sincerely yours, 
: Linpsay C. WARREN 
Comptrolle r General of the United States. 


JUNE 2, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuatrman: The Treasury Department urges rejection of 8. 
2546, a bill to provide for attorneys’ liens in proceedings before the courts or 
other departments and agencies of the United States, which is receiving the con- 
sideration of your committee. 

Enactment of the bill would disrupt the systematic disbursement of public 
moneys in payment of ordinary obligations of almost every conceivable type. 
Enactment would subject the United States to potentail claims for inestimable 
but certainly prodigious sums of money. 

One purpose of the bill is to create statutory liens in favor of attorneys in liti- 
gation between private parties in United States courts. In this particular, the 
Treasury Department finds no fault with the proposal. 

It is another purpose of the bill to treat the United States like a private party 
for purposes of the statutory lien in litigation in the courts. In this particular, 
the Treasury Department finds no fault with the proposal. 


It is a further purpose of the bill to treat an administrative proceeding like 
litigation for purposes of giving rise to the statutory lien. In this particular, the 
bill is seriously objectionable 

It is vet another purpose of the bill to authorize the partial assignment of claims 
against the United States without according to the Government the protection 


ordinarily afforded the debtor by requiring formal notice of the assignment. Mere 
knowledge on the pert of the affected agency that an attorney had been recognized 
would be sufficient to give rise to the assignment against the United States. In 





this particular, the bill is seriously objectionable. 

In litigation there are three participants, the two litigants and the court itself. 
For the protection both of litigants and attorneys, the court can and frequently 
does supervise the final settlement. In this respect, an administrative proceeding 
is not analogous. Typically, a demand for money by an individual may lead to 
a controversy with an agency for settlement in an administrative proceeding. 
The claimant retains a lawyer and the agency ordinarily treats with the lawyer. 
The matter may be prolonged for vears and more than one Government agency 
may be involved. At various stages successive attorneys may represent the 
claimant. If the administrative decision is in favor of the claimant, the Govern- 
ment ordinarily can and does promptly make payment to him. 

However, if this bill should be enacted, the United States could not prudently 
make payments to any claimant on account of any kind of transaction if the record 
showed that at any stage an attorney had been recognized to speak for the claim- 
ant unless and until the attorney files a release or unless and until the attorney 
and client litigate the fee. 

Under the terms of the bill the statutory lien comes into being immediately 
upon the entry of an attorney of record. Exactly what constitutes becoming an 
attorney of record in an administrative proceeding is a matter of considerable un- 
certainty. And what constitutes an administrative proceeding for the purposes of 
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the bill is a matter of vast uncertainty. If the bill should be enacted, it is not 
impossible that the Bureau of Internal Revenue, for example, would as a matter of 
prudence be obliged to suspend payments of all tax refunds until the individual 
records could be examined for appearances of attorneys and until the uncertainties 
created by the enactment could be resolved, a matter that might require years of 
litigation. 

The Treasury Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report to your committee. 

Very truly yours, 
Tuomas J. Lynca, 
Acting Secretary of the Treasury. 
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82p CoNGRESS } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2438 


PRICE DISCRIMINATION—DEFENSE UNDER 
ROBINSON-PATMAN ACT 


Jury 2, 1952.—Referred to the House Calendar and ordered to be printed 





Mr. Wa ter, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany 8. 719] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 719) to establish beyond doubt that, under the Robinson-Patman 
Act, it is a complete defense to a charge of price discrimination for the 
seller to show that its price differential has been made in good faith 
to meet the equally low price of a competitor, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

STATEMENT 


The primary purpose of this bill is to conform statutory law to the 
interpretation of section 2 of the Clayton Act, as amended by the 
Robinson-Patman Act (49 Stat. 1526, 15 U.S. C., sec. 13), recently 
enunciated by the Supreme Court in Standard Oil Company v. Federal 
Trade Commission (340 U.S. 231 (195)). 

This bill will also end the freight absorption controversy ' insofar as 
the Clayton Act is concerned. When introducing this bill the cbair- 
man of the Senate Committee on the Judiciary stated: 

Senators will remember that I recently discussed the Supreme Court decision 
in the Standard Oil case. The bill which I have just introduced would reaffirm 
the doctrine of that decision, and write it into permanent law. 

This bill, Mr. President, borrows from the language of the Court itself, in the 
Standard Oil case. It does not change the doctrine laid down in that case. It 


does not extend it, or contract it. It merely asserts, in statutory form, what the 
Court, in the Standard Oil case, declared to be the law. 





1 This controversy has also been referred to as the ‘‘basing point controversy,”’ but such a reference is 
misleading and should be avoided since it is settled law that use of a basing point pricing system is unlawful, 
See Corn Products Refining Co. v. Federal Trade Commission (324 U. 8. 726 (1945)); Federal Trade Commis- 
sion v. Cement Institute (33 U.S. 683 (1948)), 
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DEFENSE UNDER ROBINSON-PATMAN ACT 


At the same time Senator Johnson of Colorado, chairman of the 
Committee on Interstate and Foreign Commerce of the Senate and a 
cosponsor of this bill, added these remarks: 

My concern in this matter relates primarily to freight absorption. This bill 
applies to a seller lowering his price in good faith to meet a competitor’s lower 
price. This is a complete solution to the freight absorption problem, as far as 
the Clayton Act is concerned, for freight absorption is merely one means by 
which a seller reduces his price to meet the lower price of a competitor. When- 
ever a seller absorbs freight to meet the lower price of a competitor who is located 
nearer to the buyer he is not doing anything other than to reduce his price to 
meet the equally low price of a competitor. 


CONSTRUCTION OF THE EXISTING STATUTE 


The issues resolved by this legislation were met in the Supreme Court 
decision in Standard Oud Company v. Federal Trade Commission (340 
U.S. 231 (Jan. 8,1951)). In that case the Federal Trade Commission, 
under section 2 of the Clayton Act (as amended by the Robinson- 
Patman Act), charged the Standard Oil Co. with discriminatory 
pricing in that it sold gasoline to four customers in the Detroit area 
at a lower price than was made available to other customers in that 
area. The Standard Oil Co., among other defenses, stated that this 
price discrimination was justified because it was made to retain cus- 
tomers and to meet in good faith the equally low price of a competitor. 

The good-faith defense was based upon application of subsection 

2 (b) of the Clayton Act which states in its proviso: 
Provided, however, That nothing herein contained shall prevent a seller rebutting 
the prima facie case thus made by showing that his lower price or the furnishing 
of services or facilities to any purchaser or purchasers was made in good faith to 
meet an equally low price of a competitor, or the services or facilities furnished 
by a competitor. 

The Federal Trade Commission took the position that this proviso 
was merely a procedural defense and did not provide a complete de- 
fense to a charge of discrimination. It was the view of the Federal 
Trade Commission that this proviso merely placed upon the Com- 
mission the burden of proving that the discrimination in prices or 
facilities had an adverse effect on competition as distinguished from a 
presumption by the Commission that the effect of the discrimination 
on competition was adverse. 


CONSTRUCTION OF LANGUAGE USED 


There has been considerable debate concerning the meaning of the 
language which is employed in section 2 (b) of the Clayton Act, as 
it now exists, and some of this language is repeated in the pending 
bill as a proposed section 2 (g) of that act. We concur with the view 
of the Supreme Court in the Standard Oil case, quoting from an earlier 
case.” 


In appraising the evidence, the Commission recognized that the statute does 
not place an impossible burden upon sellers, but it emphasized the good-faith 
requirement of the statute, which places the burden of proving good faith on the 
seller, * * * Weagree with the Commission that the statute at least requires 
the seller, who has knowingly discriminated in price, to show the existence of facts 
which would lead a reasonable and prudent person to believe that the granting 
of a lower price would in fact meet the equally low price of a competitor. 





3 Federal Trade Commission v. A. E. Staley Manufacturing Co. (324 U. 8. 746 (1945) at 759). 
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Attention is also directed to the Court’s assertion that the plain 
language of the statute and established practice permits a seller “to 
retain a customer by meeting in good faith the price offered to that 
customer without necessarily changing the seller’s price to its other 
customers.” The Supreme Court, in the Standard Oil case, has 
construed the Robinson-Patman Act as having been intended by Con- 
gress to preserve active competition, and found that the statute did 
not prohibit a seller from engaging in active good-faith competition 
merely because the beneficiaries of a seller’s price reductions ‘‘may 
derive a competitive advantage.” 

This bill translates the foregoing majority decision of the Supreme 
Court in the Standard Oil case into the present statutory law by pro- 
viding, in the proposed section 2 (g) of the Clayton Act, that it shall 
be a full defense to a charge of price discrimination (or discrimination 
in services or facilities) for a seller to show that he was acting in good 
faith to meet the equally low price (or equally extensive services or 
facilities) offered by a competitor. This legislation will rule out the 
possibility of a future construction of section 2 of the Clayton Act in 
accordance with the view of the minority of the Supreme Court in 
the Standard Oil case. The view of the minority was that the Con- 
gress had intended to ‘‘weaken competition”? by prohibiting price 
discriminations which adversely affected competition at the resale 
level. 

This view of the minority was underlined in testimony on this 
measure by the Federal Trade Commission. However, the opinions 
of the Department of Justice in this matter were to the contrary, 
thus fully expressing the necessity for clarifying the law through the 
enactment of this legislation. 


LEGALITY OF THE PRICE BEING MET 


This bill contains the proviso— 


That a seller shall not be deemed to have acted in good faith if he knew or should 
have known that the lower price or more extensive services or facilities which he 
met were in fact unlawful. 

In this respect the seller must act, as stated by the Supreme Court, as 
“a reasonable and prudent person.” 

In the Standard Oil case the Court reaffirmed its holding in Federal 
Trade Commission v. A. E.. Staley Mfg. Co. (324 U.S. 746), to the effeet 
that a seller was not acting in good faith who simply adopted in toto 
the unlawful pricing system of a competitor. This bill will not permit 
a seller to meet a pricing system which he knows is unlawful, nor does 
it permit a seller to meet a price which he, as a reasonable and prudent 
person, should know is unlawful. 

On the other hand, there appears to be no substantial basis for fears 
that have been expressed over the difficulties confronting a seller who 
may not know whether he is actually meeting a lawful price. In the 
Staley case the Supreme Court stated that the law places no impossible 
burden on sellers. The proposed amen iment adopts the standards of 
the Staley case by providing expressly that only where the seller knew 
or should have known of the illegality of his competitor’s prices, is he 
in Jeopardy of being found to be acting in bid faith. This is most 
likely to occur when, as in the Staley case, the seller adopts his com- 
petitor’s entire pricing system, which system he should have known 
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was an unlawful pricing system. Adoption of a competitor’s quantity 
discount schedule, possibly one providing cumulative volume dis- 
counts, which on its face could not meet the standards of the statute 
would similarly put a seller on notice that his good faith defense 
may fail. hat 

Certainly a seller would not be held responsible, under normal 
conditions, to judge at his peril whether his competitor could justify 
the lower price that was being met. Competitors do not normally 
have ready access to one another’s books of account. In the ordinary 
course the seller may safely start with the assumption that the lower 
price of a competitor which he is meeting is lawful. But he may not 
close his eyes to obvious facts which might require a contrary con- 
clusion, nor ignore warnings of such a nature as to put a reasonable 
man on notice to that effect. 

In other words, S. 719 takes a middle course between two extreme 
views. The first of the extreme positions rejected by S. 719 is that 
a seller must. act at his peril and may innocently violate the statute 
if at some future date, it turns out that the competitive price which 
was met was in fact an unlawful price. The second extreme position 
negated by S. 719 is that a seller should be permitted only to meet 
unlawful prices and should never be permitted to lower his price in 
good faith to meet the lawful price. Furthermore, S. 719 does not 
adopt another alternative view under which the seller would be 
permitted to meet a competitor’s price whether the price was lawful 
or unlawful. The adoption of this last view would, of course, be a 
definite reversal of the Staley case which S. 719 reaffirms. 

The committee carefully considered whether or not any of the 
language in S. 719 could be interpreted as meaning that a seller would 
be permitted to meet the lower price of a competitor in order to obtain 
new customers, as distinguished from the fact situation in the Standard 
of Indiana case which involved lowering prices to retain customers. 

The committee intends that the language of S. 719 is not be inter- 
preted to determine whether or not the good faith defense would or 
would not be available when a seller lowered his price in good faith 
in order to obtain customers. This question of applying the good 
faith defense in obtaining customers, has not been as yet decided by 
the courts, and the language of S. 719 in no way changes existing law 
and thus does not provide the courts with a guide should such a case 
arise. 

It is clearly the intention of the committee that S. 719 in no way 
affects the state of the law on the issue of obtaining customers. That 
question must be ultimately resolved by the courts. 


FREIGHT ABSORPTION 


For almost 3 years the Congress has been deeply concerned over 
the legality of competitive (nonconspiratorial) freight absorption. 
See hearings on Senate Resolution 241, Eightieth Congress; hearings 
on S. 236, Eighty-first Congress; and moe on S. 1008, Eighty-first 
Congress (in both Senate and House of Representatives). hose 
hearings, and the congressional debates on S. 1008 in the Eighty-first 
Congress, abundantly demonstrate that the Congress and the public 
overwhelmingly approve the propriety of freight absorption when it is 
used for competitive purposes and not for conspiratorial or predatory 
purposes. 
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Whenever a seller absorbs freight in good faith to meet the lower 
price of a competitor who is located closer to the customer, and there- 
fore enjoys the benefit of a lower transportation charge, he is me rely 
reducing his price in good faith to meet the equally low price of a 
competitor. Dicta in ‘the Cement Institute case to the contrary has 
been superseded by the holding of the Supreme Court in the Standard 
Oil case. 

The ambndment to the Clayton Act here proposed, and the Supreme 
Court decision in the Standard Oil case will eliminate further need for 
legislation under the Clayton Act as to freight absorption. The 
enactment of this amendment would make it clear that freight absorp- 
tion for the proper purposes, approved by the Congress and the public 
and herein described, is within the purview of the good faith proviso 
of section 2 (b) of the Clayton Act as construed by the Supreme 
Court in the Standard Oil case. 

The committee found that the language of S. 719 in no way prevents 
reliance by the Federal Trade Commission or the Department of 
Justice on uniformity of prices as evidence of conspiracy. This 
legislation has nothing to do with proof of conspiracy and it is not the 
intention of the committee to overrule the majority opinion in the 
Cement Institute case. 

Attached hereto, as appendixes to this report, are a letter dated 
July 10, 1951, from Peyton Ford, Deputy Attorney General, to the 
chairman of the Committee on the Judiciary, Emanuel Celler, and a 
letter dated July 13, 1952, from Peyton Ford, Deputy Attorney 
General, to the chairman of the Committee on the Judiciary, Emanuel 
Celler, regarding H. R. 2820, a companion measure to S. 719 which 
was jointly considered with S. 719 during the committee’s hearings. 
The views of the Federal Trade Commission in opposition to this 
legislation were furnished to the committee through a statement made 
by Commissioner Stephen J. Spingarm on July 11, 1951, and subse- 
quent dates. 

DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY ~GENERAL, 


Washington, July 10, 1951. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuartrMan: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 2820) ‘‘To clarify the right 
of sellers to engage in competition by in good faith meeting the equally low price 
of a competitor.” 

The bill would amend subsection 5 (a) of the Federal Trade Commission Act 
by adding thereto the following language: 

“Nothing herein contained shall prevent a seller, not acting pursuant to any 
conspiracy, combination, or agreement in restraint of trade, from reducing his 
price in good faith to meet the equally low price of a competitor: Provided, That 
a seller shall not be deemed to have acted in good faith if he knew or should have 
known that the lower price which he met was unlawful.” 

The bill would also amend the Clayton Act by adding at the end of section 2 
thereof the following new subsection: 

“(g) In any proceeding involving an alleged violation of this section, it shall 
be a complete defense to a charge of discrimination in price or services or facilities 
furnished for the seller to show that his differential in price, or his furnishing of 
greater services or facilities, was made in good faith to meet the equally low price 
of, or the equally extensive services or facilities furnished by a competitor: Pro- 
vided, That a seller shall not be deemed to have acted in good faith if he knew or 
should have known that the lower price or more extensive services or facilities 
which he met were in fact unlawful. The word ‘price’, as used in this section, 
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shall mean the consideration paid or agreed to be paid by a purchaser for any 
commodity.” 

The bill is apparently intended to reaffirm the doctrine enunciated by the 
Supreme Court in Standard Oil Co. v. Federal Trade Commission (340 U. 8. 231, 
246-7). In that case the Court reversed the Cireuit Court of Appeals for the 
Seventh Circuit by holding that under subsection 2 (b) of the Clayton Act it is a 
complete defense to a charge of price discrimination for the seller to show that his 
price differential has been made in good faith to meet a lawful and equally low 
price of a competitor. The dissenting opinion interprets the subsection to the 
effect that the good faith meeting of a competitor’s price only rebuts the prima 
facie case of violation established hy showing the price discrimination. The dis- 
sent would leave to the Commission the determination as to whether the proven 
price discrimination is of a character that violates subsection 2 (a) on a showing 
that there may be injury to competition. 

An examination of the bill and an analysis of the majority opinion reveals that 
section 2 of the bill, with the exception of the definition of the term ‘‘price,’”’ 
does adopt to a considerable degree the language of the Court with respect to 
price discrimination. 

The language of section 2 of the bill varies somewhat from the existing language 
of subsection 2 (b) of the Clayton Act, vet in many respects is very similar to it. 
First, both the bill and subsection 2 (b) appear to confine the use of the defense 
to a proceeding under section 2. The bill uses the language ‘‘In any proceed- 
ing involving an alleged violation of this section * * *”, while the existing 
language is ‘‘Upon proof being made, at any hearing on a complaint under this 
section * * *,”’ Second, the bill inserts “it shall be a complete defense to a 
charge of discrimination in price or services or facilities furnished for the 
seller * *  *,’’ while the proviso in 2 (b) states “That nothing herein contained 
shall prevent a seller rebutting the prima facie casethus made * * *,.” Third 
the bill follows with “to show that his differential in price, or his furnishing of 
greater services or facilities * * *’ while 2 (b) says “by showing that his 
lower price or the furnishing of services or facilities to any purchaser or pur- 
chasers * * *,’’ Fourth, both then follow with identical language with the 
exception of one word, “‘was in good faith to meet the (an) equally low price 
of * * .” Finally, the bill rearranges and adds to the remaining language’ 
to read “or the equally extensive services or facilities furnished by a competitor’ 
while 2 (b) closes with “a competitor, or the services or facilities furnished by a 
competitor.” 

In the following respects section 2 of the bill and existing language of sub- 
section 2 (b) differ: (a) The bill contains a proviso which negatives the good 
faith defense if the seller knew or should have known that the lower price or the 
more extensive services or facilities which he met were in fact unlawful. Existing 
language contains no such specific qualification, although the Supreme Court 
appears to have read such a qualification into it in the Standard Oil case. (6) The 
existing language authorizes the Commission to issue a cease and desist order 
against the person charged with discrimination, unless appropriate justification 
is affirmatively shown. The bill contains no such provision. (c) Existing lan- 
guage contains no definition of the term ‘‘price.”” The bill would provide such a 
definition. 

In testimony before various committees of Congress and in reports and letters 
commenting on earlier proposals to amend subsection 2 (b), this Department has 
never urged the necessity or the desirability of legislation with respect to the pric- 
ing practices to which the legislation was directed. It should be noted, however, 
that the Department has always interpreted subsection 2 (b) as permitting a 
defendant to defend conclusively against a charge of price discrimination by 
affirmatively showing that such discrimination was made in good faith to meet 
the equally low price of a competitor. 

With regard to the proposed definition of the term “price,” this Department 
believes that the antitrust laws should be as flexible as the ingenuity of a who 
may profit by their violation. This is particularly true of legislative definitions 
with respect to the meaning of terms contained in those laws. As an illustration 
of the difficulty encountered in relating a definition to a given set of circumstances, 
the bill appears to define the word ‘‘price’’ in terms of the amount paid or agreed 
to be paid by the buyer as distinguished from the amount realized by the seller. 
Yet the true price received by the seller would seem to be what is left after de- 
ducting actual freight or the cost of other transportation allowances which may 
or may not reflect or represent the amount which the purchaser agrees to pay. 
The question then arises as to whether or not the definition would foreclose the 
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court from determining the true price. In this connection it is to be noted that 
the proposed definition would be applicable to all other provisions of section 2 of 
the Clayton Act which contain the word ‘‘price’’ but would apparently not be 
applicable to the provisions of the Federal Trade Commission Act. 

he amendment to the Federal Trade Commission Act would have the effect 
of exempting independent sales made in good faith to meet the equally low 
price of a competitor from the unfair methods of competition or deceptive acts 
or trade practices coverea by subsection 5 (a). As distinguished from the Clayton 
Act, no provisions respecting such sales are covered by existing language of the 
Federal Trade Commission Act. 

In view of the decision of the Supreme Court in the Standard Oil case, the 
Department sees no necessity for the enactment of the proposed legislation; 
however, if the Congress should decide to enact such legislation, the Department 
would have no objection to it. If the bill should receive favorable consideration, 
this Depar.ment would consider it preferable to amend subsection 2 (b) of the 
Clayton Act rather than to create an entirely new subsection. Also, it is believed 
that the language of the legislation should make perfectly clear that good faith 
meeting of a competitor’s lower price, services, or facilities is an affirmative 
defense that must be proved by the one asserting it in conformity with the majority 
opinion in the Standard Oil case. It is further suggested that the definition of 
the term “‘price’’ be deleted, because such a term is subject to factual determina- 
tion. Finally, your committee may desire to give further consideration to the 
practical effect of the proposed amendment to subsection 5 (a) of the Federal 
Trade Commission Act, and the advisability, if such an amendment is deemed 
desirable, of making it parallel in language and application the proposed amend- 
ment to the Clayton Act. 

The Director of the Bureau of the Budget has advised that there is ne objection 
to the submission of this report. 

Yours sincerely, 
Peyron Forp, 
Deputy Attorney General. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 


Washington, July 13, 1951. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr, CuHarrMan: It has been suggested to us that our recent report 
to you on H. R. 2820 may be interpreted as expressing a preference on our part fora 
definition of the term “price” different from that presently set out in the bill. 
We want to take this opportunity to correct any such misinterpretation of our 
position. 

The purpose of our reference to the “‘price’’ definition was solely one of pointing 
out the difficulty and inadvisability of defining the term in any way; we did not 
intend to suggest an alternative definition. We believe that words or terms such 
as ‘‘price,”’ as used in the antitrust statutes, present questions of fact and not 
matters of law and for that reason their meaning should be judicially determined 
in each set of circumstances. 

The advantages of a general statute governing antitrust probelms were pointed 
out by Chief Justice Hughes in Sugar Institute, Inc. v. United States (297 U.S. 553, 
600). He said: 

‘“‘* * * the Sherman Antitrust Act, as a charter of freedom, has a generality 
and adaptability comparable to that found to be desirable in constitutional pro- 
visions. It does not go into detailed definitions.” 

This has proved to be sound policy in antitrust and related statutes. It permits 
the adaptation of the law to continually changing practices and methods. In 
the Sherman Act itself the offense is specified but it is not spelled out in detail. 
It is, however, sufficiently flexible to meet the demands for justice under shifting 
circumstances, A list of prohibitions would be an invitation to evasion. _ 

In explaining why Congress in 1914 had adopted in the Federal Trade Com- 
mission Act the general standards of unfair conduct, Mr. Justice Brandeis said: 

“Instead of undertaking to define what practices should be deemed unfair, 
as had been done in earlier legislation, the act left the determination to the 
Commission. Experience with existing law had taught that definition, being 
necessarily rigid, would prove embarrassing and, if rigorously applied, might 
involve hardship.”’ (Federal Trade Commission v. Gratz, 253 U. S. 421, 436.) 
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For the foregoing reasons we should like to make it clear to the members of 
the Committee on the Judiciary that we consider it undesirable to enact into 
statute law any definition of a term, such as “price,’’ which is subject to factual 
determination. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this additional report on H. R. 2820. 

Yours sincerely, 
PryTon Forp, 
Deputy Attorney Ceneral. 





STATEMENT ON H. R. 2820, E1aury-seconp CONGRESS, BY STEPHEN J. SPINGARN, 
FEDERAL TRADE COMMISSIONER, BEFORE THE SUBCOMMITTEE ON THE StTuDY 
or Monopo_Ly PowEr, COMMITTEE ON THE JUDICIARY, HOUSE or REPRESEN- 
TATIVES, JULY 11, 1951 


The Commission strongly urges that the committee does not approve H. R. 
2820 in its present form. We are convinced that the bill would definitely weaken 
the Commission’s ability to stop price fixing combinations and other mono- 
polistic and oppressive practices. 

H. R. 2820 is in two sections—the first amending section 5 of the Federal 
Trade Commission Act and the other amending section 2 of the Clayton Act. At 
first glance, the sections appear to be identical, but actually they are addressed 
to two wholly different problems and would have quite different effects. Section 
2 is, except for a definition of price, identical with S. 719, the McCarran bill, 
which was recently reported out of the Senate Judiciary Committee and is now 
pending for consideration in the Senate. It relates to the ‘‘good faith defense” 
to a charge of price discrimination under section 2 (a) of the Clayton Act and its 
sponsors in the Senate have stated that its sole purpose is to write into the statute 
in clear and unambiguous terms the decisions of the Supreme Court in the recent 
case of Standard Oil Co. v. F. T. C. (340 U. 8. 231). 

Section 1 of the bill, however, provides that nothing in section 5 of the Federal 
Trade Commission Act shall prevent a seller, not acting pursuant to combination, 
conspiracy, or agreement in restraint of trade, from reducing his price in good 
faith to meet the equally low price of a competitor, providing that a seller shall 
not be deemed to be acting in good faith if he knew or should have known that the 
price being met was unlawful. 

I call your particular attention to the fact that the language of section 1 does 
not relate to a defense against a charge of price discrimination—it places com- 
pletely beyond the act, whatever the basis of the charge, any situation in which 
a seller reduces his price to meet that of a competitor, except where it can be 
shown independently that such seller is acting pursuant to combination or 
agreement. 

To provide a background for our comments about this first section, I wish to 
recall to the committee some of the legislative history of the Federal Trade Com- 
mission Act and the basic objectives of the standards contained in the section 5 
this bill would amend. 

Both the Clayton and Federal Trade Commission Acts were originally enacted 
in 1914, nearly 25 years after the Sherman Act. This quarter century of experi- 
ence with the Sherman Act had convinced the Congress that it was essential to 
create some Government agency with power to stop monopoly in its incipient 
stages—that trying to break up a monopoly after it had become entrenched 
was often as d'fficult as trying to make eggs out of an omelet. It was decided 
to create an agency with power to prevent and discourage those practices which 
are oppressive of honest competitors and the consuming public and which, if 
left to run their course, might reasonably be expected to develop into full-fledged 
monopolies. 

There were several different approaches suggested to this problem. It was 
considered, for instance, that Congress might attempt to draft a law which would 
prohibit in detail all of those specific practices which were then known to be the 
means by which the unscrupulous traders take an unfair advantage over their 
competitors and the public. It soon became apparent to Congress that this 
approach would require the writing of a huge and technical code of regulations 
of commercial conduct and that, no matter how carefully drawn, this code would 
be subject to the need for constant revision and amplification in order to make 
it completely responsive to the rapidly changing face of American business. It 
was finally decided to create an agency with the power to prevent all practices 
which might fit within the broad category of “unfair methods of competition in 
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commerce,” recognizing that this would permit the Comenission and the courts 
to consider business practices in the light of their usages in trade and to prohibit 
those which were fraudulent, monopolistic, oppressive, or which showed a danger- 
ous tendency unduly to restrain trade, in whatever form they might appear. 
When Congress made this decision it was aware not only of the ingenuity of 
American businessmen to promote the general welfare by producing more and 
better products but also of the willingness on the part of some, on occasion, to 
take advantage of the public and their competitors through unscrupulous means, 
It was aware, for instance, of such ingenious devices as that of a fish packer who 
placed on the label of canned chum salmon the statement “Guaranteed not to 
turn pink in the ean.”’ We think that Congress was eminently wise in choosing 
this approach to the problem and that no one could have drawn a code of business 
conduct which would spell out in detail every act or practice which might be 
prohibited and which would still have anticipated such matters as, for instance 
the activities of a group of local merchants who devised the plan of sponsor 
matinees at the local theater and requiring as the price of admission one cop) 





the current catalog of a well-known mail order house. The mai! order company, 
whose catalogs disappeared from a very wide area, felt aggrieved at this method 
of competition and the Commission was inclined to agree with then Nor could 


any statute have anticipated the ingenuity of one man who, aiter a proceeding 
which he was found to have falsely advertised his product, placed on his labe 
the legend ‘This product has been cited by the Federal Trade Commission 
Likewise, it would have been difficult to anticipate the activities of 4 group of 
officials of one of the largest packing companies who bought up for their owt 
interest, a small company selling equipment to railroads, and thereafter promoted 
the sale of this railroad equipment by making it known to the railroads that the 
packer’s traffic would be handled by those railroads purchasing the equipment 
from the company privately controlled by the packer officials 

These are rather unusual instances of unfair methods of cOmpetition, bi 
serve to illustrate my point that many practices not in themselves ne: 
unlawful can, under certain circumstances, be used in a very unfair way Con- 
gress recognized this in drawing section 5 of the Federal Trade Commission Act 
and the courts have for many vears spoken with approval of this approach to the 
problem. 

In the Schechter case, the Supreme Court stat 








“The Federal Trade Commission Act (see. 5) introduced the expression ‘unfair 
methods of competition,” which were declared to be unlawful That was an 
expression new in the law. Debate apparently convinced the sponsors of the 
legislation that the words ‘unfair competition,’ in the light of their meaning at 
common law, were too narrow. We have said that the substituted phrase has a 
broader meaning, that it does not admit of precise definition, its seope being left 
to judicial determination as controversies aris Federal Trade Comm’? 
Raladam Co., 283 U. S. 648, 648, 649: Federal Trade Comm'n \ Keppe & Bre 
291 U. S. 304, 310-312. What are ‘unfair methods of competition’ are thus to 
be determined in particular instances, upon evide! in the light of particul 








competitive conditions and of what is found to be a specific and substantial pul 
interest.”’ A. ie: A. me hechter Poultry Corp ‘ ] S.. 295 | S. 495. 532 
In the case of F. 7. C. v. Beechnut Packing Co 57 I s. 44] the Supret 


Court interpreted the phrase ‘unfair methods of competition” and held that if 
practice “is against public policy because of it langerous tender 
hinder competition or create monoply’ it was \ power of the ¢ 


sion to make an order forbidding its continua 
One of the finest statements of the eonsiderations wh persuaded ¢ 
in choosing the particular inachinery of section 5, and of the process for deter 


what specific practices fall within the broad phrase “unfair methods of compet 
tion,” is the language of Mr. Justice Brandeis in !} famous dissenting Opinion if 
the case of F. T. C. v. Gratz (253 U. S. 421, 436 

‘Instead of undertaking to define what practices ould be deemed fa 
as had been done in earlier legislation, the act left 1 rininafion to the Com- 
inission. Experience with existing laws had taught that definition, being cs 
sarily rigid, would prove embarrassing and rigorously applied, mig 
vrea hardship Methods of competition cll we ld be mtAair in OF 1 istry 
under certain circumstances, might, when adopted in another indus. reve! 
in the same industry under different circumstance be entirely unol ticnab 
Furthermore, an enumeration. however comprebensive, of existing methods of 
unfair competition must necessarily soon prove incomplete, as with new c¢ ons 
constantly arising novel unfair methods would be devised and dey 


H. Rept. 2438, 82-2——- 
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leaving to the Commission the determination of the question whether the method 
of competition pursued in a particular case was unfair, Congress followed the 
precedent which it had set a quarter of a century earlier, when by the act to 
regulate commerce it conferred upon the Interstate Commerce Commission power 
to determine whether a preference or advantage given to a shipper or locality 
fell within the prohibition of an undue or unreasonable preference or advantage. 
(See Pennsylvania Co. vy. United States, 236 U.S. 361; Texas & Pacific Railway v. 
Interstate Commerce Commission, 162 U.S. 197, 219, 220.) 


} 


Recognizing that the 
question w! 


ether a method of competitive practice was unfair would ordinarily 
depend upon special facts, Congress imposed upon the Commission the duty of 
finding the facts; and it declared that findings of fact so made (if duly supporied by 
evidence) were to be taken as final. The question whether the method of com- 
petition pursued could, on those facts, reasonably be held by the Commission to 
constituie an unfair method of competition, being a question of law, was necessarily 
left open to review by the court.” 

I wish to add, parenthetieally, that while this language is from a dissenting 
opinion, it is one of those dissents which is generally recognized now as being 
authoritative Hastings Mfg. Co. v. F. T. C. (153 F. 2d 253, 257 (1946 
Section I at the bill 


Section | of the bill seems to create an exemption for any practice, short of a 
combination subject to the Sherman Act, which is carried on through the meeting 
of a competitor's price and it would very clearly prevent both the Commission and 
the courts from considering the practice ‘‘in the light of particular competitive 
conditions and of what is found to be a specific and substantial public interest.”’ 
We can see no reason for such an enactment, any more than for creating a specific 
exemption for a whole host of other intrinsically proper commercial practices. 
The Commission has time and again stated to the Congress and to the publie that 
there is nothing inherently wrong about freight absorption, selling at delivered 
prices, or meeting a competitor’s price, and that all of these practices are quite 
common and, for the most part, beyond question. There are some extreme 
instances, of course, where because of a monopolistic purpose, because of a severt 
restrictive effect upon competition, or because of other circumstances surrounding 
their use, the Commission and the courts have examined particular types of 
freight absorption, selling at delivered prices, and the meeting of competitors’ 
prices to determine whether such practices are within the scope of the broad 
standard which I have been discussing. The bill seems designed to prevent this 
process and instead it would accord to the practice of meeting competitors’ prices 
a very unusual preferred status. 

If section 1 of the bill were to be enacted, it is conceivable that it could be used 
as an oppressive device to accomplish serious restraints on competition by domi- 
nant sellers in a near-monopoly position. The devices to which I refer are in 
addition to price discriminations which are the subject of scetion 2 of the bill. 

In this connection, section 1 of 8. 1008, Eighty-first Congress, passed by Con- 
gress last year but vetoed by the President, contained a similar provision to the 
effect that it shall not be an unfair method of competition under section 5 for a 
seller acting independently to sell at delivered prices or absorb freight. A proviso 
was added to the effect that this shall not make lawful any ‘‘combination, con- 
spiracy or collusive agreement; or any monopolistic, oppressive, deceptive, or 
fraudulent practice, carried out by or involving the use of delivered prices or 
freight absorption."’ The problem of meeting a competitor’s prices and that of 
freight absorption are closely related under the Federal Trade Commission Act, 
yet section 1 of the instant bill contains no safeguard whatever against use of such 
practices where they may involve monopolistic or oppressive results. Since the 
Commission had the feeling that comparable section 1 of 8. 1008 might be con- 
strued in a way to impair effective enforcement of the act, omission from section 1] 
of H. R. 2820 of some of the safeguards which appeared in section 1 of 8. 1008 
would go even farther in weakening the Commission’s power to prevent monopo- 
listic practices. 

Even more important is the effect that section 1 of the bill would have on the 
Commission’s power to prevent price-fixing conspiracies. We recognize, of course, 
that even if the bill were enacted the Commission would be able to stop the match- 
ing of prices shown by independent evidence to be carried on pursuant to com- 
bination or conspiracy. This is not, however, a sufficient safeguard. In the more 
than 60 years since enactment of the Sherman Act, American businessmen have 
pretty thoroughly learned one lesson and that is ‘‘when we reach an understand- 
ing about prices, don’t put it in the minutes and don’t write any letters.”” The 
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modern conspiracy to fix prices is seldom capable of proof by direct evidence of 
overt acts of agreement. Thus, if the antitrust agencies are to be. at all effective 
in stopping conspiracies in restraint of trade, they must be left free in the futu 





ire 
as they have in the past to present to the Commission and to the courts in con- 
spiracy cases all of the facts relating to the meeting of prices and suppression of 
competition, and the Commission and the courts must be left free to draw the 
proper inferences from all of the evidence. 

In cases under section 2 of the Clavton Ac he so-called gi 1 4 ( 
has been important only in proceedings involving charges of pri i 
Under section 5 of the Federal Trade Commission Act the so-e: good 
defense has never been of anv significance, except to the ext ers 
charged with price fixing have sought to convince the Conmimissi« ) 
that apparent identity of pricing practices and absence of price ¢ 
been the normal result of each seller independentiv meeting re 1 fa 

rices of his competitors The Commission has i ‘ ga charg ( 
in a good manv industries where it seemed likely that apparent pt \ 
Was if faet thre produet of normal competitive proce es, and thos Cc 
have closed our files without bringing any actio1 In other Cases \ ga 
mission investigations have shown an identity of prices and terms and condit 
of sale under circumstances which would lead a reasonable man to « clude 4 
the parties were acting pursuant to agreement or ul lersté ( Ate ) 
In those cases the Commission has issued complaints ch an agreem 
understanding to fix prices, and in at least half of 1 Cases ‘rsons charg 
have admitted the conspiracy and assented to the « rv of an orde! In o 
cases the issues have been fully litigated and the Commission has de i 
basis of all of the record faets, that an agreement was prope! ferable fre 
course of conduct of the parties, that their acts simply could not have produc 
result shown unless they had reached an understanding. I would like to read 
vou briefly from a few of the decisions of the courts of appeals in this type of ca 
showing the setting in which the court placed evidence of mnatehed price i £ 
competitors as it was found in these cases 

In the case of U.S. Maltsters Assn. v. i. T. ( 52 F. 2d 161 (1945 ( 
of Appeals for the Seventh Cireuit observe 

“Weare of the view that the Commission’s findings that a pri vag 
‘ xisted mist be accepted. Any other conclusion would do violene to con 
sense and the realities of the situation The fact that petitioners utilized a 
Which enabled them to deliver malt at every point of destination at exactly the 
ame price is a persuasive circumstance in itself. Especially is this so when it 


considered that petitioners’ plants are located in four different States | 
the barlev from which the malt is manufactured is procured from eight or nu 

different States. Of further significance is the uniformity by which prices were 
increased and decreased. When a member announced an increase in price, tha 
information Was flashed by telegram to every other member and they immediately 
announced a like increase. When a member announced a decrease in price, suc! 


announcement was likewise flashed to all other members and they at once pr 


I 


ceeded to announce a similar decrease. It may be true, as pointed out by peti- 
tioners, that a deerease in price by all members is necessary when such decrease 1s 
announced by any one member in order to meet competition. It certainly cannot 


be claimed, however, that it is necessary that all members increase their prices 
upon announcement of an increase by one member in order to meet competition.” 

In the case of Milk and Ice Cream Can Institute v. F. T.C. (152 F. 2d 478 (1946)) 
the Court of Appeals for the Seventh Circuit observed 

“The Commission found that ‘with the exception of short periods of time while 
adjustments in prices were being made, the prices charged by the respective 
respondent. members (petitioners here) both f. o. b. and delivered, had been u 
form and identical.’ Petitioners do not seriously challenge this finding. The 
record fully discloses that such was the situation for at least a period of more tha 
$ vears immediately prior to the time of the commencement of the instant pro- 
ceeding. To illustrate, a customer located in St. Paul could purchase cans at 
the same delivered price irrespective of whether the purchase was made from a 
member located in Chicago or St. Paul. Just how such an unnatural situatio 


lig 


iT 


could be brought about by members of an industry without a plan or agreeme! 
difficult, if not impossible, to visualize. The mere fact that the situation d 
exist in and of itself furnishes strong support that the institute and its members 
were acting cooperatively and by agreement It is contended, however, that t 


same delivered price, even though the result of a plan or agreement, did not affect 


price competition In fact, it is argued that an identical delivered pri sina 
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of price competition. Not being economists, we confess our inability to compre- 
hend such an argument. True, the same delivered price might still leave room 
for competition, depending upon the circumstances of the case. This is so for 
the reason that there might be competitive factors other than price, such as qual- 
itv and the appearance of the product. But insofar as price competition is con- 
cerned, we think that an agreement among manufacturers of a product to sell 
at the same delivered price would seriously interfere with, if not entirely destroy, 
competition in that respect.’’ 

In a number of other cases the courts have commented upon similar cir- 
cumstantial evidence of price fixing and the weight which should be attributed 
to concerted acts resulting in elimination of price competition. (Hugene Dietzgen 
Co. v. F. T. C., 142 F. 2d 321 (1944). Fort Howard Paper Co. v. F. T. C., 156 
F. 2d 899 (1946), cert. denied 329 U. 8S. 795. F. T. C. v. Cement Institute, et al., 
333 U. S. 683. Triangle Conduit & Cable Co., Inc., et al. v. F. T. C., 168 F. 2d 
175 (1948).) 

Please do not misunderstand me. No one on the Commission or its staff or on 
the bench in reviewing Commission decisions would see anything ulterior in the 
fact that two delicatessens on opposite corners should have a 19-cent price tag 
on a package of macaroni on Monday morning, or even all week, or even on four or 
five items. There is nothing sinister about two competitors selling their products 
at the same price, at the same time, in the same market. We do often raise our 
eyebrows when an entire industry simultaneously shows up with a very compli- 
cated delivered price system, perhaps based on arbitrary factors, and follows it 
to the extent that both offering prices and selling prices are identical among all 
sellers and to any particular buyer without regard to such factors as raw-material 
costs, location to the market, differences in quality, design, etc. And unless we 
were curious about such situations we would be grossly negligent about our 
responsibilities. 

You may feel that we are unduly sensitive and apprehensive about the effects 
of this bill. However, we know that many persons in the recent controversy over 
delivered prices and freight absorption urged that proposed legislation should 
limit the right of the Commission and the courts to consider freight absorption 
and delivered prices as evidence in a price-fixing case. For instance, in a statement 
to the Senate Committee on the Judiciary, April 4, 1949, Raymond 8S. Smethurst, 
counsel for the National Association of Manufacturers, strongly recommended 
that S. 1008, which was then pending in its original version, providing only for a 
moratorium on pricing practices, be amended to prevent the Commission and 
the courts from considering the sort of evidence discussed above in a conspiracy 
case. He said: 

“Secondly, the bill does nothing with respect to evidentiary requirements for 
proving conspiracy. Thus the Commission could still use more uniformity of 
price or business practices as evidence upon which to base a finding and conclusion 
of the presence of a ‘planned common course of action.’ (See FTC order in 
Cement case. No adequate protection, therefore, would be afforded members 
of industries which have historically used various forms of delivered pricing 
svstems. 

*Beeause of the lax evidentiary standards discussed above, I suggest an appro- 
priate amendment to prevent the using of a delivered price system during the 
moratorium period from being admissible as evidence of a conspiracy in any 
proceeding brought after the moratorium has expired.” 

We feel that seetion 1 of this bill meets the objection which the National 
\ssociation of Manufacturers had to the original version of 5S. L008 and that it 
would very definitely prevent the Commission from considering the meeting of 
competitive prices in a case where organized price fixing is the central charge 
unless and until the fact of conspiracy could be established by other and inde- 
pendent evidence, a condition very difficult to satisfy in the ordinary case. 

We are convinced that, if enacted, this bill will have the practical effeet of 
restoring basing point price-fixing systems. We believe that it will legalize the 
very type of situation described by Senator Douglas in the debate on S. 1008. 
He said: 

“Last summer I called attention to the fact that in January 1947, the Illinois 
Department of Highways had asked for bids on some 50,000 barrels of cement 
delivered inside each of the 102 counties in the State. Ia response to this invita- 
tion, eight firms submitted sealed bids, and each of the eight firms bid exactly 
the same figure for cement to be delivered in each of the 102 counties. Again I 
wish to emphasize that the bids differed as between counties, but they were 
identical for each county. The prices bid varied from county to county, but in 
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each of the 102 counties the eight firms had all bid alike. I had asked Prof. C. O. 

Oakley, of the department of mathematics of Haverford College, to analyze this 
record and to state what the chance was that such identity of eight bids in each 
of the 102 counties could come about purely by chance. Professor Oakley 
authorized me to say that this chance was about 1 in 8 followed by 214 zeros. As 
a further translation of this astronomical figure, Professor Oakley went on to say 
that to accomplish such price identity as this merely by accident would be far 
more difficult than icking out at random a single predete rmined electron in the 
total universe.” ongressional Record, May 31, 1950, p. 7961.) 

The quoting of bia identical delivered prices, down to the thousandth of a 

cent, is the fundamental purpose and objective of basing point price-fixing systems. 

Where prices at each and every destination point are exactly identical, where 
their identity is brought about through systematic and reciprocal freight absorp- 
tion, implemented through the use of common freight rate books, common extra 
books, etc., the Commission has on occasion come to the conclusion that such 
identity could simply not be the result of pure chance. 

On reading the hearings held by this committee on the steel industry, I find 
that the reaction of the chairman to identical prices in the steel industry is pretty 
much the same as the reaction of the Federal Trade Commission. In those 
hearings, the counsel to the committee called attention to a number of instances 
of identical bids, one of which involved exactly identical bids at 0.4722 cents, or 
down to four decimal places, submitted by five different steel companies. A 
vice president of United States Steel attempted to explain away this identity on 
the grounds that it was merely the result of ‘‘competition.’”’ To this argument 
the chairman remarked: 

‘‘Well, with all due respects, I think that that explanation is a bit of sophistry. 
I think there was undoubtedly some arrangement between those companies. 
Otherwise there would not be a price exactly to the extent of four decimal points 
for a shipment of sheets and those kinds of products to the United States Navy. 
I cannot conceive of it’? (hearings, pt. 4A, p. 599). 

We are convinced that this bill would have the effect of legalizing the very type 
of situation which the chairman says he “cannot conceive of’’ as resulting from 
anything except “some arrangement.” 

« We are confident that H. R. 2820 would have this effect not only because of 
its own wording but also because of the majority report on the companion bill 
in the Senate, S. 719, the MeCarran bill. 

In view of the general language of these matters, it can be anticipated that the 
accompanying committee reports will be given great. weight by the courts in de- 
termining the intent of Congress. Now what does the accompanying report on 
S. 719 have to say on this question of the importance to be attached to evidence 
in the form of identical, uniform prices? It says that while such evidence is 
“admissible,” ‘‘no adverse inference” is to be drawn from it. May I quote the 
relevant passage: 

‘“‘Whenever several sellers are charged with a conspiracy to fix prices, evidence 
that they sold at identical prices is admissible. Such evidence alone does not 
prove, however, that the identical prices resulted from a conspiracy to fix prices. 
* * * The period of time during which, and the rigidity with which, sellers 
sold at like prices also is admissible evidence under a charge of conspiracy. Here 
again such evidence alone does not prove, and no adverse inference may be drawn 
from the frequency or regularity with which a seller meets or offers to meet his 
competitor’s lower prices” (S. Rept. No. 293, 82d Cong., p. 6). 

In other words, even though the chance of a price identity occurring by accident 
is less than the chance of picking out at random a predetermined eiectron from, the 
universe, ‘“‘no adverse inference may be drawn.” 

It is interesting to note that this instruction to the courts in the majority 
report explicitly relates to “‘conspiracy’’ cases, although the Senate bill itself is 
not concerned with conspiracy but only with price discrimination. In thus giving 
this instruction to the courts, it would appear that the sponsors of 8. 719 are going 
out of their way in order to be absolutely certain that no inference of collusion 
can possibly be drawn from identical prices no matter how widespread they may 
be, how long they may have existed, or how unlikely are the chances that they 
have resulted from mere happenstance. 

It may be that the sponsors of this bill did not intend that it should have such 
broad and sweeping effects upon section 5 of the Federal Trade Commission Act 
and that their purpose was simply to provide that having amended the Clayton 
Act relating to a defense against price discrimination, the same defense should be 
written into the Federal Trade Commission Act so that the Commission could 
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not bring a charge of price discrimination as an unfair method of competition 
under the Federal Trade Commission Act and deny the good faith defense. The 
language of section 1 goes far beyond any such purpose and, in any event, such 
an amendment to section 5 would be wholly unnecessary under well-settled rules 
of statutory construction. If we were to concede, for purposes of this discussion, 
that the Commission could bring a charge of price discrimination, not under the 
special statute dealing with price discrimination, but under the broad and general 
provisions of section 5 of the Federal Trade Commission Act, any defense avail- 
able under section 2 (a) of the Clayton Act would likewise be available under the 
Federal Trade Commission Act. The law speaks of two statutes covering the 
same acts as being in pari materia. 

It is a fundamental proposition of law that statutes in pari materia must be 
considered together, and that the statute of general application cannot. properly 
be interpreted in such a way as to be inconsistent with the statute of specific 
application. (Crawford on Statutory Construction, 429 (1940); Sutherland’s 
Statutory Construction, see. 5204 (3rd Ed., 1943).) 

It is perfectly plain, therefore, that any defense provided in the Clayton Act, 
a statute relating to specific practices of discrimination, must likewise be available 
to one charged with a discrimination under a statute of general applicability, such 
as the Federal Trade Commission Act. 

Section 1 of the bill is wholly unnecessary, even for the very limited purpose of 
safeguarding the good faith defense to a charge of price discrimination brought 
under the Federal Trade Commission Act. 


Section 2 of the bill 


Section 2 of H. R. 2820 would add a new subsection to section 2 of the Clayton 
Act making the meeting of an equally low price of a competitor in good faith a 
complete defense to a onan of unlawful price discrimination, writing into the 
statute the interpretation of existing law expressed by the Supreme Court in the 
ease of Standard Oil Co. v. F. T, C. (340 U. S. 231), decided on January 8, 1951, 
in addition to undertaking to define one aspect of the term ‘‘good faith.’’ The 
bill, however, might be construed as shifting the burden of proof in certain respects 
from the respondent to the Commission in cases involving the ‘‘good faith” 
defense. If this construction is correct, the bill goes beyond the decision of the 
Supreme Court. 

As I stated previously, in the Federal Trade Commission Act the Congress 
directed the Commission to prevent all practices falling within the broad category 
of ‘‘unfair methods of competition’’; while in the Clayton Act certain specific 
practices were prohibited, such as price discriminations, tying contracts, mergers 
among competitors, and interlocking directorates, which were known then to 
be the principal means by which monopoly power is achieved. 

Congress had before it a record of the notorious discriminations of the old 

Standard Oil Trust and others, and it forbade discriminations where the effect 
‘“‘may be to substantially lessen competition or tend to create a monopoly in any 
line of commerce,’’ To this basic prohibition of discrimination a proviso was 
added as follows: 
“Provided, That nothing herein contained shall prevent discrimination in price 
between purchasers of commodities on account of differences in the grade, quality, 
or quantity of the commodity sold, or that makes only due allowance for difference 
in the cost of selling or transportation, or discrimination in price in the same or 
different communities made in good faith to meet competition.” 

After several years experience in administering the statute it became apparent 
that the effect of this proviso was to make enforcement of section 2 of the Clayton 
Act relatively ineffective. 

By 1928 the Congress became acutely aware again of the problem of discrimina- 
tion and the lack of effectiveness of section 2 of the Clayton Act in preventing 
discriminations, particularly with reference to chain stores, The Commission 
was directed by Senate Resolution 224, Seventieth Congress, first session, to under- 
take a comprehensive investigation and study of chain stores and to report to the 
Congress on the practices leading to their growth and its recommendations for 
additional legislation. 

Over a period of 6 years the Commission submitted to the Congress more than 
30 separate factual studies pursuant to this resolution and a final report on its 
investigation on December 14, 1934 (S. Doe. 4, 74th Cong., Ist sess.). In that 
investigation the Commission found these significant facts: 

1. That it had been the persistent policy of the chain stores to seek out and 
demand special and unwarranted price concessions on the goods they bought; 
and 
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2. That the chains in many instances discriminated in the resale of merchandise 
by maintaining higher prices in localities where competition was absent or weak, 
and cutting prices aggressively in those localities where aggressive competition 
was encountered. 

In commenting on the effect of the good faith proviso on the special concessions 
obtained by the chains as buyers, the Commission stated: 

“Discriminatory price concessions given to prevent the loss of a chain store’s 
business to a competing manufacturer, to prevent it manufacturing its own goods, 
or to prevent it from discouraging in its stores the sale of a given manufacturer’s 
goods, may be strongly urged by the manufacturer as ‘made in good faith to 
meet competition.’ ” 

The following statement was made regarding the status of discrimination by 
the chains in the resale of goods and the question of the good faith proviso: 

“Variation in price between different branches of a chain would seem to be 
discrimination, the effect of which ‘may be’ to produce the forbidden results. 
It 1s one thing, however, to reach such a broad conclusion on the results of this 
practice by chains in general and quite another to prevent by legal means its 
use by some particular chain. The reason is that the Clayton Act itself specifi- 
cally permits price discrimination ‘in the same or different communities made in 
good faith to meet competition.’ The Commission has no evidence which would 
establish that price discrimination by chain stores has not been in good faith to 
meet competition and there is good ground to conclude that in many cases it has 
been for that purpose. 

“Difficult legal questions arise in this connection, such as whether a price dis- 
criminator may merely ‘meet’ the price of a competitor or may beat it, and 
whether a concern which occupies a monopolistic position has the mght to main- 
tain itself by discriminating in good faith to meet competition. If the monopoly 
be considered legal it is difficult to deny it the same privilege of protection against 
competition which the statute assures the independent. Yet that creates the 
anomaly of a monopoly being allowed to use the same weapons to maintain itself 
which are denied to others for fear of creating monopoly.” 

In recommending legislation to correct the conditions discovered in the chain- 
store investigation, the Commission advocated that the good-faith proviso be 
eliminated from the statute and that section 2 of the act be rewritten to provide 
simply that: 

“It shall be unlawful for any person engaged in commerce, in any transaction in 
or affecting such commerce, either directly or indirectly to discriminate unfairly or 
unjustly in price between different purchasers of commodities, which commodities 
are sold for use, consumption, or resale within the United States or any Territory 
thereof or the District of Columbia or any insular possession or other place under 
the jurisdiction of the United States.”’ 

The Robinson-Patman Act of 1936 constituted a major overhaul of section 2 of 
the Clayton Act designed primarily to correct the conditions discovered by the 
Commission in its chain-store investigation. Section 2 (a) was redrafted to make 
unlawful not only discriminations which may substantially lessen competition or 
tend to create a monopoly in any line of commerce, but also those discriminations 
which may injure, destroy, or prevent competition with a particular person. The 
cost proviso was rewritten to make it plain that discriminations based on quantity 
could only be justified to the extent of actual savings. Payments of brokerage 
commissions directly to buyers, a favorite device employed by the chain stores for 
securing price concessions were prohibited in a new subsection (c). Subsections 
(d) and (e) prohibited payments for services and facilities except on proportionally 
equal terms, and subsection (f) made the buver who induces an unlawful discrim- 
ination in price equally liable with the seller. A new approach was added in 
section 2 (a) whereby the Commission was empowered when it finds purchasers in 
large quantities so few as to render differentials on account of such quantities 
unjustly discriminatory, to set quantity limits beyond which no discounts may be 
given, even though they might be justifiable under the cost savings proviso. In 
section 3 of the Robinson-Patman Act criminal sanctions were made available 
against certain discriminations. And finally, Congress completely rewrote the 
good-faith proviso, and placed it in a separate subsection, in language which the 
Commission construed as limiting the good faith defense to a procedural matter, 
unavailable in the face of a showing that the discrimination may have the effects 
specified in section 2 (a). 

The Supreme Court has now decided that Congress did not limit the good- 
faith proviso, and the good-faith defense, when established, is complete under 
the Robinson-Patman Act as it was under the original section 2 of the Clayton 
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Act. Section 2 of H. R. 2820 would confirm that this is the intent of Congress, 
and represents a reversal of the previous efforts to limit the good-faith proviso 
and make it subsidiary to the basic policy of preserving commerce from substantial 
suppression of competition. 

The Commission can see no reason why the difficulties arising from an unquali- 
fied good-faith defense which were pointed out in 1934 are not equally important 
in 1951. To reaffirm the good-faith proviso as a complete defense, regardless of 
the effects which may flow from discriminations, again raises the anomaly of 
monopoly power being permitted to use the same weapons to maintain itself 
which are denied to others for fear of creating a monopoly. 

Discriminatory selling has long been recognized as a practice which works to 
the advantage of big business and toward the destruction of small business. 
Discriminatory selling has thus long been recognized as a practice which works 
in two ways toward the creation of monopoly. First, discriminatory selling is a 
practice by which large sellers destroy smaller competing sellers. This is true 
whether or not the large seller intends any injury to his smaller rivals. Second, 
discriminatory selling results in advantageous purchase terms to big buyers and 
in disadvantageous purchase terms to the small buyer. Discriminations in favor 
of the large buyer are, moreover, typically in excess of any savings in the seller’s 
costs of supplying the large buyers as compared to his costs of supplying other 
buyers, 

We do not believe that discriminatory selling is any less a force for destroving 
competition among sellers than it is for destroying competition among buyers. 
Nor do we believe that discriminations which merely meet the price of a com- 
petitor are much less a force for destroying competition than are discriminations 
which undercut the price of a competitor. On the contrary, we concur with the 
Senate report on the Robinson-Patman bill which stated: 

“The weakness of present section 2 lies principally in the fact that: (1) It 
places no limit upon differentials permissible on account of differences in quantity; 
and (2) it permits discriminations to meet competition, and thus tends to substi- 
tute the remedies of retaliation for those of law, with destructive consequences 
to the central object of the bill. Liberty to meet competition which can be met 
only by price cuts at the expense of customers elsewhere, is in its unmasked effect 
the liberty to destroy competition by selling locally below cost, a weapon progres- 
sively the more destructive in the hands of the more powerful, and most deadly 
to the competitor of limited resources, whatever his merit and efficiency. While 
the bill as now reported closes these dangerous loopholes, it leaves the fields of 
competition free and open to the most efficient, and thus in fact protects them 
the more securely against inundations of mere power and size.”’ (S. Rept. No. 
1502, To Amend Antitrust Act, Jan. 16, 1936, 74th Cong., 2d sess.) 

While the Commission is firmly convinced that the good-faith defense should 
not be available as a justification for discriminations which have a substantial 
and serious effect toward monopoly, we recognize that there is an area in which 
it may be desirable to permit justification on this basis for discriminations whose 
effects, while still within the test of section 2 (a), fall short of substantially sup- 
pressing competition or tending to monopoly in a line of commerce. It is sug- 
gested that this can be accomplished by establishing good faith as a complete 
defense except in those cases where the effect may be substantially to lessen com- 
petition or tend to create a monopoly in any line of commerce. 

The standard of injury in section 2 of the Clayton Act was broadened by the 
Robinson-Patman Act to include discriminations not only where the effect may 
be to substantially lessen competition or tend toward monopoly in a line of com- 
petition, but also where the effect may be to injure, destroy, or prevent competi- 
tion ‘‘with any person who either grants or knowingly receives the benefit of such 
discrimination or with the customers of either of them.’”’ We can see no particular 
objection to making the good-faith defense available as to discriminations which 
injure, destroy or prevent competition with a particular person, but which still 
fall short of substantially lessening competition or tending to create monopoly in 
a line of commerce. 

Several other observations may be made regarding the provisions of section 2 
of the bill. It would create a new subsection (g), leaving undisturbed the language 
of subsection (b) which contains the basic proviso relating to the good faith de- 
fense. The provisions of the statute would seem less confusing if amendments 
affecting subsection (b) were made directly to that subsection, rather than by 
way of a new subsection. 

Section 2 also contains a proviso to the effect that a seller shall not be deemed 
to have acted in good faith if he knew or should have known that the price being 
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met is unlawful. In the decision of the Supreme Court in the Standard Oil case 
it was observed that the good faith defense was limited to the meeting of a “law- 
ful’’ price, and the statute now provides that the burden of sustaining justification 
rests wholly with the one charged with unlawful discrimination. This proviso 
may well be argued as shifting to the Commission part of the burden of showing 
lack of justification, a shift which would not be desirable from the standpoint of 
effective enforcement of the statute. 

In the Senate committee report on 8. 719, a bill which contains lar 
cal to section 2 of this bill, the following comment was made about 

“The proposed amendment adopts the standards of the Staley case by providing 
expressly that only where the seller knew or should have known of the illegality 
of his competitor’s prices, is he in jeopardy of being found to be acting in bad 
faith.”’ 


While the language of the proviso itself is not entirely clear, the 


guage identi- 


I construction 


given it by this committee report in the Senate is all too clear. The committe: 
report apparently assumes that the question of whether a seller knew or should 
have known about the legality of the price being met is determinative of the 
question of good faith. The process for determining whether a man has acted 
in good faith in any particular situation requires taking into account a great many 
factors in addition to knowledge of the legality of a competitor’s price. This 
construction of the proviso would prevent the Commission from consi 
of the other factors which might be relevant to the question of good faith and sweep 
away an important safeguard against monopolistic discriminations. We recom- 
mend that the proviso be deleted. 

To accomplish the changes recommended in section 2 of the bill, it is suggested 
that it be amended to revise section 2 (b) of the Clayton Act as follows, the 
underlined portion representing language which would be new to the statute; 

““(b) Upon proof being made, at any hearing on a complaint under this section, 
that there has been discrimination in price or services or facilities furnished, the 
burden of rebutting the prima facie case thus made by showing justification shall 
be upon the person charged with a violation of this section, and unless justification 
shall be affirmatively shown, the Commission is authorized to issue an order 
terminating the discrimination: Provided, however, That unless the effect of the 
discrimination may be substantially to lessen competition or tend to create a monopoly 
tn any line of commerce, it shall be a complete defense for a seller to show that his 
lower price or the furnishing of services or facilities to any purchaser or purchasers 
was made in good faith to meet an equally low price of a competitor, or the services 
or facilities furnished by a competitor.” 


CONCLUSION 


In conclusion, the Commission is opposed to section 1 of the bill in its entirety 
and recommends that the section be deleted. We are likewise opposed to section 
2 of the bill in its present form and suggest that it be amended as previously 
suggested. Commissioner Mason dissents from the views of the Commission 
on H. R. 2820. He approves the bill in its present form. Commissioner Ayres 
does not oppose the purpose of section 2 of the bill but does not consider that any 
legislation to this effect is necessary because the purpose of the bill has already 
been accomplished by the decision of the Supreme Court in the Standard Oil 
Company case. However, Commissioner Ayres agrees with the views of the Com- 
mission on section 1 of the bill. 

We deeply appreciate this opportunity of expressing our views on the bill and 
we know that these views will have the serious consideration of this committee, 
which has contributed so much in recent years to real strengthening of the anti- 
trust laws by sponsoring legislation to plug up the loophole in section 7 of the 
Clayton Act, increasing the penalties for violation of the Sherman Act, and other 
matters. With this sort of record of earnest support of the antitrust laws and of 
accomplishment in strengthening measures to make them more effective as a 
safeguard to our free enterprise system, we are sure that the committee will not 
approve legislation which goes in the opposite direction. 
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SEPARATION OF SUBSIDY FROM AITR-MAIL PAY 


JunLy 2, 1952.—Committed to the Committee of the Whole House on the State of 


the Union and ordered to be printed 


Mr. Priest, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 
[To accompany 8. 436 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 436) to provide for the separation of subsidy from 
air-mail pay, and for other purposes, having considered the same, 
report favorably thereon with an amendment and recommend that 
the bill, as amended, do pass. : 

The amendment is as follows 

Strike out all after the enacting clause and insert in heu thereof a 
new text to read as follows: 

That this Act may be cited as the ‘‘Air Mail Sul ly Separation Act of 1952 

Spc. 2. (a) Seetion 406 of the Civil Aeronautics A of 1938 is amended to 

read as follows: 


PAYMENTS FOR TRANSPORTATION OF MAII ‘D FOR ESSENTIAI IR 
rPRANSPORTATION 


“Rates For The Air Transportation Of Mail Between Points In The United 
Stat 


“Sec. 406. (a 1) Kaeh air carrier holding a certificate authorizing the trans- 


portation of mail by aircraft shall be paid for transportation of mail in air trans 


portation between points in the United States on schedules designated or ordered 
to be established by the Postmaster General pursuant to section 405 (e) at a rate 
or rates established under paragraph (2) of this subsection Such payment shall 
be considered to include payment for transportation of mail by an air carrier by 


other means than aircraft whenever transportation by such other means is inci- 
dental to such transportation of mail in air transportation or is made necessary by 
conditions of emergency arising from aircraft operatio: In the computation of 
such payment the mileage used shall be the airport to airport mileage, as estab- 
lished bé the Board in such mail schedules, and the weight of each mail dispatch 
to each point to which mail is dispatched shall be considered to be, as a minimum, 
not less than 15 pounds. Such payments shall be made by the Postmaster General 
from funds appropriated for the transportation of mail by aircraft, and he shall 
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not delay mail or withhold mail from an air carrier because the rate for the trans- 
portation of mail payable to such carrier may be higher than the rate payable to 
a competing air carrier. 

**(2) The Board is empowered and directed to determine and fix from time to 
time, after due notice and opportunity for hearing, rates of compensation which, 
under honest, economical, and efficient management, are fair and reasonable, for 
the transportation of mail in air transportation between points in the United 
States, the facilities used and useful for such transportation of mail, and the 
services connected therewith; to prescribe the method or methods by weight or 
space, or both, or otherwise, for ascertaining such rates of compensation; and to 
publish the orders establishing such rates of compensation. Orders so made and 
published in proceedings under this paragraph shall continue in force until changed 
by the Board after due notice and opportunity for hearing. The Board may fix 
different rates for different air carriers or classes of air carriers, or different classes 
of service, or on the basis of any other reasonable classification of carriers, services, 
routes and route segments, or any combination thereof. A proceeding under this 
paragraph may be begun upon the Board’s own initiative, upon petition of the 
Postmaster General, or upon petition of an air carrier with respect to the rate 
received by it. An order entered under this paragraph may be made effective 
as of any date, determined by the Board to be proper, which is (A) on or after the 
effective date of this amendatory paragraph, and (B) on or after the date on which 
the proceeding was commenced. 


“Recommendations as to Rates 


‘(b) (1) Any petition for the determination or revision of rates under sub- 
section (a) of this section shall inelude a statement of the rate the petitioner 
believes to be fair and reasonable. The Postmaster General shall introduce as 
part of the record in all proceedings under subsection (a) of this seetion a com- 
prehensive statement of all service to be required of the air carrier and such other 
information in his possession as he deems, or as may be deemed by the Board, to 
be material to the Inquiry. 

(2) The Postmaster General is authorized to request the Board to obtain from 
any carrier certificated for the transportation of mail, information necessary for 
the performance of his duties with respect to the initiation of and participation in 
mail rate proceedings under subsection (a) of this section. 

(3) The burden of proof in any proceeding under subsection (a) of this section 
which is initiated by petition shall be with the petitioner. 


“Rates for Foreign Air Transportation of Mail 


“(e) (1) Each air carrier holding a certificate authorizing the transportation of 
mail by aircraft shali be paid for the foreign air transportation of mail on schedules 
designated or ordered to be established by the Postmaster General pursuant to 
section 405 (e) at a rate or rates established under paragraph (2) of this sub- 
section, Such payment shall be considered to include payment for transportation 
of mail by an air carrier by other means than aircraft whenever transportation 
by such other means is incidental to foreign air transportation of mail or is made 
necessary by conditions of emergency arising from aircraft operation. Such pay- 
ments shall be made by the Postmaster General from funds appropriated for the 
transportation of mail by aircraft, and he shall not delay mail or withhold mail 
from an air carrier because the rate for the transportation of mail payable to such 
‘arrier may be higher than the rate payable to a competing air carrier or an air 
carrier engaged in the transportation of mail in overseas air transportation, 

“(2) The Board is empowered and directed to determine and fix from time to 
time, after due notice and opportunity for hearing, rates of compensation which, 
under honest, economical, and efficient management, are fair and reasonable, for 
the foreign air transportation of mail, the facilities used and useful for such foreign 
air transportation of mail, and the services connected therewith; and to prescribe 
the method or methods, by aircraft-mile, pound-mile, weight, space, or any com- 
bination thereof, or otherwise, for ascertaining such rates of compensation: 
Provided, That the rate fixed under this paragraph for the foreign air transporta- 
tion of mail by an air carrier shal] not be less than any rate paid by the United 
States to a foreign air carrier for similar service. The Board shall publish the 
orders establishing the rates of compensation to be paid under this subsection, 
and such orders shall continue in force until changed by the Board after due 
notice and opportunity for hearing. The Board, considering the conditions pecu- 
liar to foreign air transportation and to the particular air carrier or class of air 
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carriers, may fix different rates for different air carriers or classes of air carriers, 
or different classes of service, or on the basis of any other reasonable classification 
of carriers, services, routes and route segments, or any combination thereof. A 
proceeding under this paragraph may be begun upon the Board’s own initiative, 
upon petition of the Postmaster General, or upon petition of an air carrier with 


respect to the rate received by it. An order entered under this paragraph ma 


\ 
be made effective as of aly date, determined by the Board to be proper, which 
is (A) on or after the effective date of this amendatory paragraph, and (1B) on or 


after the date ou which the proceeding was commenced 


‘Payments To Foreign Air Carriers 

‘(d) In any case where air transportation is perforined between the United 
States and any foreign country, both by aircraft owned or operated by one or 
more air carriers holding a certificate under this title and by aircraft owned o1 
operated by one or more foreign air carriers, the Postmaster General shall not pay 
to or for the account of any such foreign air carrier » rate of compensation for 
transporting mail by aircraft between the United States and such forcign country, 
which, in his opinion, will result (Over such reasonable period as the Postmastet 
General may determine, taking account of exchange fluctuations and other factors) 
in such foreign air carrier receiving a higher rate of compensation for transporting 
such mail than such foreign country pays to air carriers for transporting its mail 
by aircraft between such foreign country and the United States, or receiving a 
higher rate of compensation for transporting such mail than a rate determined by 
the Postmaster General to be comparable to the rate such foreign country pays to 
air carriers for transporting its mail by aircraft between such foreign country and 
an intermediate country on the route of such air carrier between such foreig 
country and the United States. 


“Weighing Of Mail 


‘(e) The Postmaster General may weigh the mail transported by aircraft and 
make such computations for statistical and administrative purposes as may be 
required in the interest of the mail service. The Postmaster General is authorized 
to employ such clerical and other assistance as may be required in connection with 
proceedings under this Act. If the Board shall determine that it is necessary o1 
advisable, in order to carry out the provisions of this Act, to have additional and 
more frequent weighing of the mails, the Postmaster General, upon request of the 
Board, shall provide therefor in like manner, but such weighing need not be for 
continuous periods of more than thirty days. 


“Subsidy Payments For Essential Air Transportatior 


‘“f) (1) For the purpose of encouraging the development of an air transport 
system properly adapted to the present and future needs of the foreign and 


domestic commerce of the United States, of the postal service, and of the 


nationa 
defense, the Board is empowered, upon petition of any air carrie! 


I nodding a 


certificate authorizing the transportation of mail in air transportation, after due 


notice and opportunity for hearing, to enter into a contract or contracts on behalf 


of the United States with such air carrier to make payments in such amounts 
as are necessary to cnable such air carrier, under honest, economical, and efficient 


management, to effect such purpose. Such contract shall provide that such 
payments will be made to such carrier over any period not exceeding five years 
in the case of payments made to effeet such purpose in foreign air transportation 


and not exceeding three years in the case of payments made to effect such purpose 
in interstate or overseas air trausportation if sueh carrier (A) continues to furnish 
such air transportation, and (B) agrees to repay to the United States that part 
of the payments received by it under this paragraph which, when added to the 
net profits of the carrier from such air transportation for such period (computed 
without regard to capital gains and capital losses and after deduetion of al 
applicable taxes and reasonabie charges for depreciation, obsolescence, and 
amortization), exceeds the amount of payments under this paragraph which the 
Board finds to be necessary in order to assure such carrier a fair return during 
such period on that portion of its total investment whieh is used and useful it 
such air transportation. Any such repayment by an air carrier si 





all be made 
to the Treasurer of the United States, and shall be credited to appropriations 
made available for the purposes of this subsection. Any such contract may be 
amended by the Board from time to time after due notice and opportunity for 
hearing if the Board finds that by reason of changes in circumstances the pay- 
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ments provided in such contract are excessive or inadequate. Payments by the 
Board under this subsection shall be made out of funds appropriated to the 
Board for this purpose. Each petition filed under this subsection shall state in 
detail the amount of payments the petitioner needs in order to effect the purpose 
of this subsection, and the petitioner shall have the burden of proving such need. 

(2) In determining whether any payments should be made to a carrier under 
this subsection, and the amount of such payments, the fact that such a earrier 
holds a certificate of public convenience and necessity authorizing it to couduet 
certain services shall not be deemed conclusive of the issue as to whether anv such 
service is sufficiently required for the purposes of this subseetion to justify the 
amount of payments that would be required under this subsection to enable such 
carrier to continue such service. In any proceeding in which any such issue is 
raised, the Board shall give notice to interested parties (including communities 
in the United States receiving such service) and permit such parties to be heard. 
If the Board shall determine that the need for such service does not justify the 
amount of payment that would be required under this subsection to continue it, 
its final order denying such payment shall be accompanied by an order authorizing 
such carrier either to suspend or abandon such service as the carrier may elect, 
at any time within one vear from the date of such order. 

(3) During the pendency of proceedings to determine the amount of payment 
to any air carrier under this subsection, the Board is authorized, with or without 
hearing, to make an advance, out of funds appropriated for the purpose of this 
subsection, to such carrier upon a showing that the need for such an advance is 
essential and urgent. Before receiving such an advance such carrier shall be re- 
quired to agree to repay within a reasonable time such advance, or any part 
thereof, which exceeds the payment, if any, to such carrier finally determined by 
the Board under this subsection. Such repayments shall be made to the Treas- 
urer of the United States and shall be credited to appropriations made available 
for the purpose of this subsection. 

‘““(4) The Board shall, by written notice to the air carrier, terminate any pay- 
ments under this subsection upon finding, after due notice and opportunity for 
hearing, that gratuities (in the form of entertainment, gifts, or otherwise) were 
offered or given by such air carrier or its agent or representative to any officer or 
employee of the Government with a view toward securing favorable treatment 
under any provisions of this Act.” 

(b) The amendment made by this section shall become effective on July 1, 1953. 

Src. 3. Subsection (d) of section 401 of the Civil Aeronautics Act of 1938 is 
amended by striking the period at the end of paragraph (1) thereof and inserting 
in lieu thereof a colon and the following: “Provided, That no certificate authorizing 
the transportation of mail only shall be issued, nor shall such a certificate be 
amended to authorize the extension of mail service to additional areas, without 
the approval of the Postmaster General.”’ 

Sec. 4. Section 416 (a) of the Civil Aeronautics Act of 1938 is amended to 
read as follows: 


“Classification 


“Src. 416. (a) The Board shall classify the air carriers which will receive pay- 
ments under section 496 (a) of this Act into such classes as may be required for 
the purposes of such subsection, under standards established by the Board on the 
basis of types of communities served, services rendered, and route patterns: 
Provided, That in the case of any air carrier which is authorized by certificate to 
transport mail in both interstate and overseas air transportation, the Board may, 
for the purposes of such subsection, classify the interstate and overseas services 
of such carrier in different classes if, in the judgment of the Board, such classifica- 
tion is warranted by differences in operating conditions and costs. The Board 
shall, after due notice and opportunity for hearing, reclassify such carrier for the 
purpose of such subsection at any time a change in conditions warrants such 
reclassification, and any such carrier may petition for such a reclassification. 
The Board also may from time to time establish such other just and reasonable 
classifications or groups of air carriers for the purposes of this title as the nature 
of the services performed by such air carriers shall require; and such just and 
reasonable rules, and regulations, pursuant to and consistent with the provisions 
of this title, to be observed by each such class or group, as the Board finds neces- 
sary in the public interest.” 

Sec. 5. The second sentence of section 206 of the Civil Aeronautics Act of 
1938 is hereby amended by inserting after “civil aeronautics’? a comma and the 
following: “including data relative to payments of compensation for the trans- 
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portation of mail and subsidy payments, both in the aggregate and on an individual 
basis, made under this Act, with a reference to the appropriate decisions of the 
Board in order that the bases of each such mail payment and each such subsidy 
payment can be readily determined”’ 

Sec. 6. Such appropriations as are necessary to carry out the provisions of 
this Act are hereby authorized to be made. 


PURPOSE OF THE [LEGISLATION 


The committee amendment amends section 406 of the Civil Aero- 
nautics Act of 1938, for the primary purpose of requiring the Civil 
Acronautics Board to determine separately, for eligible air carriers, 
the amount to be paid by the Federal Government (1) for the service 
of transporting the mail, and (2) for subsidy to those carriers that need 
subsidy to enable them to contribute to the deve lopment of a sound 
air transport system. Payments for the transportation of mail will be 
made out of funds appropriated to the Postmaster General for that 
purpose, while payments for subsidy will be made out of funds appro- 
priated to the Board for that purpose. These changes, separating 
subsidy from air-mail pay, will apply with respect to “all mail trans- 
ported by air carriers on and after July 1, 1953, and with respect to all 
subsidy payments to air carriers for periods beginning on and after 
such date. 

The committee amendment also amends the 1938 act so as (1) to 
provide that no certificate which authorizes the transportation by 
air of mail only may be issued, or amended to extend mail service to 
additional areas, without the approval of the Postmaster General; 
(2) to provide more detailed standards and procedures for classify- 
ing the air carriers which will receive air-mail pay for the transporta- 
tion of mail between points in the United States under the amended 
section 406, and (3) to require the Board to include additional infor- 
mation with respect to mail and subsidy payments in its annual 
report to the Congress. 


THe Srrvuarion Unprer Exisrinc Law 


Section 406 of the Civil Aeronautics Act now directs the Civil Aero- 
nautics Board to fix rates for the transportation of mail by air, the rates 
so fixed being paid by the Postmaster General. In fixing such rates 
under the law as now in effect, however, the Board is instructed to take 
into consideration, among other factors, the contribution of air carriers 
to the maintenance and development of a sound air-transportation 
system which will promote the commerce of the United States, the 
postal service, and the national defense. ‘To the extent that subsidy 
may be necessary to enable carriers to make that contribution, sub- 
sidv is to be granted. The Board has accordingly established air- 
mail rates whic ‘+h, in many cases, include both the compensation to 
which the carrier is entitled for transporting the mail and the subsidy 
needed by the carrier to accomplish the broad purposes of the Civil 
Aeronautics Act. The two elements have always been combined in 
a single rate, with the result that the amount or proportion of the 
rate represented by either element bas not been known. Indeed, in 
a recent mail rate proceeding before the Board involving the “Big 
Four” carriers (American, Eastern, TWA, and United), where there 
was placed in issue the question of whether a subsidv should be paid 
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to any of these carriers, and if so, the amount of such subsidy, two of 
carriers seriously questioned the authority of the Board to fix any- 
thing except a single rate covering subsidy as well as mail pay. 

The unique provision in the Civil Aeronautics Act is to be found in 
section 406 (b). After enumerating specific factors that should be 
considered in determining rates for the transportation of mail, sub- 
section (b) goes on to direct the Civil Aeronautics Board to consider 
also- 


the need of each such air carrier for compensation for the transportation of mail 
sufficient to insure the performance of such service, and, together with all other 
revenue of the air carrier, to enable such air carrier under honest, economical, and 
efficient management, to maintain and continue the development of air trans- 
portation to the extent and of the character and quality required for the commerce 
of the United States, the postal service, and the national defens> 

This quoted “need” provision has meant that where a carrier has 
been unable, after honest, economical, and efficient management, to 
earn a fair return on the operations found by the Board to be required 
for the development of a sound air transportation system to serve 
national objectives, air-mail pay has been used to raise its total 
revenues to the point where it would have such a return. 

No other existing public utility legislation has come to the attention 
of this committee which lumps a compensatory rate and subsidy in a 
manner similar to the way it is done in the Civil Aeronautics Act. 
Prior to 1936, steamship lines were subsidized through the mechanism 
of mail payments, but this system was replaced by the direct operating 
and construction subsidies provided by the Merchant Marine Act of 
1936. The Interstate Commerce Commission fixes only the fair com- 
pensation for the services rendered by the railroads in carrying the 
mail, which compensation is paid by the Post Office Department. 

Although there is no requirement that the Board decide how much 
of a particular rate is in payment for the service of transporting mail 
and how much is for the effort and expense of developing the desired 
transportation system, the Board has made considerable progress ad- 
ministratively toward the separation of air-mail pay from subsidy and 
has eliminated the subsidy element altogether in the case of carriers 
which are found to have become self-sufficient. At the present time, 
out of the 15 domestic trunk-line carriers, 8 are operating without 
air-mail subsidy; the 4 largest (American, Eastern, TWA, United) are 
receiving 45 cents per ton-mile and the other 4 (Capital, National, 
Western, Braniff) are receiving 53 cents per ton-mile. Approximately 
90 percent of all air-mail transportation in the United States is now 
being performed by airlines which receive no air-mail subsidy. 

The development of our air-transportation system under section 406 
of the Civil Aeronautics Act has been remarkable. The air-trans- 
port capacity of our carriers available for domestic air transportation 
has increased from approximately 195,000,000 available ton-miles in 
1938 to approximately 2,900,000,000 available ton-miles in 1951. The 
a of route-miles in international service has increased from about 

7,000 to almost 240,000. The number of revenue passengers carried 
h, as increased from approximate ‘ly 270,000 to over 2,000,000. Our 
international carriers predominate on all the major trade routes of the 
world. Domestic and international mail service provided by the 
carriers has increased in these 14 years from about 20,000,000 ton- 
miles annually to 86,000,000 ton-miles, while the cost to the Post 
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Office Department has been cut approximately in half notwithstanding 
increases in price levels and the introduction into the system of many 
new carriers whose rates are relatively high. The contributions of 
our air-transport system to the national defense, especially during World 
War IT, in the Berlin airlift, and in the Korean war, are well known, 
and only recently the airlines entered into agreements to modify over 
300 of their four-engined aircraft so that they can be converted on 48 
hours’ notice for use in military operations in time of emergency. 
Thus the military agencies can count upon the immediate availability 
of approximately $260,000,000 worth of aireraft which, if owned and 
operated at full capacity by the Military Air Transport Service, would 
cost the taxpaye rs $900 000 per di: av or $350,000,000 per vear. Of at 
least equal importance to the national defense are the skilled employees 
available to operate the aircraft. 


PURPOSES THAT SEPARATION WILL SERVE 


In recommending separation of subsidy from air-mail pay, the 
committee does not intend to indicate that subsidy in the field of 
aviation was or is improper. On the contrary, it has made possible 
the development of this industry to the point where much of it is now 
able to stand on its own feet without subsidy, and improvement con- 
tinues. This bill does not eliminate subsidy, but merely makes it 
possible to know how much subsidy there is. In the 14 years since 
the passage of the Civil Aeronautics Act, and particularly in the 6-vear 
period since the close of the war, the industry has experienced tre- 
mendous physical expansion. Many new carriers and routes have 
been certificated, many new points are being served, aircraft are larger 
and faster, there has been a tremendous growth in passenger and cargo 
traffic. We have now entered a period when it 1s essential to appraise 
carefully what has been done and what remains to be done. A deter- 
mination of the amount of subsidy in the total compensation to air 
carriers is a prerequisite to such an appraisal. The separation of 
subsidy from mail pay should also benefit the carriers by ridding them 
of the accusation of being the recipients of « ‘hidden subsidy,” with 
all its unfavorable implications. 


SUPPORT FOR SEPARATION 


For the past several vears there ™ as been increasing agitation for 
legislation which would require the Civil Aeronautics Board to sepa- 
rate and identify the subsidy element and the compensation element 
in air-mail rates. The Appropriations Committees of both Houses of 
Congress have felt the need for such a separation in connection with 
their work. Concern over the mounting deficits of the Post Office 
Department has directed attention to the fact that air-line subsidies 
contribute to such deficits. Government agencies, including the 
Department of Commerce, the Post Office Department, and the Civil 
Aeronautics Board, have endorsed separation. The entire airline in- 
dustry supports the principle of separation. This committee has 
held hearings on proposals relating to this subject on more than one 
occasion, and it has sought and obtained much valuable information 
from all reasonably available sources. The great preponderance of 
opinion favors separation, 
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In his 1951 budget message to the Congress (H. Doc. No. 405), the 
President of the United States stated (pp. 70-71): 

* * * At present, direct financial assistance to the airlines is provided 
through air-mail payments, which are set generally at levels adequate to cover 
deficiencies in the carriers’ commercial revenues. Subsidy is thus merged with 
the fair compensation for carrying mail, making it difficult to evaluate the cost of 
this aid in relation to its benefits. The recent rise in total air-mail payments 
to an estimated level of about $125,000,000 in 1950-—has made it increasingly 
important that the subsidy element be separately identified. I recommend, 
therefore, the immediate enactment of legislation to authorize the separation of 
subsidy payments from mail compensation. Such subsidies should be paid from 
funds appropriated to the Civil Aeronautics Board specifically for that pur- 
pose. a eae 

The Hoover Commission's report on the Post Office Department, 
issued February 17, 1949, contains the following recommendation with 
respect to the separation of subsidy (p. 17): 

We recommend, however, that the amounts of these subsidies should be paid to 
the Post Office by open appropriation from tax funds and not imposed upon the 
Post Office or the mail users in this hidden manner. 

By such a course, the President, the Congress, and the public may know what 
the amounts of the subsidies are. 

A report of the House Post Office and Civil Service Committee, 
Eightieth Congress, second session (Rept. No. 1958), made the follow- 
ing recommendation (p. 4): 

It is the recommendation of the committee that the subsidy element in air-mail 
pay be separated. It has been suggested that this could be arrived at by account- 
ing procedures in the Post Office Department. However, this procedure would 
not eliminate the basic objection which is that, under the present situation, we 
have an administrative board allocating public funds through which basie public 
policies are established without action directly by the Congress. The better 
solution is to make provisions for subsidies directly to the Civil Aeronautics 
Board. 


In response to growing demands, subsidy separation bills were 
introduced in the Eightieth and Eighty-first Congresses. Early in 
1950 hearings were held before a subcommittee of this committee, 
and a bill (H. R. 9184) was favorably reported. That bill passed the 
House on December 11, 1950, with a number of amendments, but 
the Senate took no action on it before the close of that Congress. 

In the meantime, the Senate had also been actively considering the 
problem. In the Eighty-first Congress the Senate Committee on 
Interstate and Foreign Commerce conducted an extensive investiga- 
tion, giving special attention to the amount of subsidy being provided 
to airlines and the justification for the subsidy. Shortly after the 
beginning of the present Congress, the Senate committee initiated a 
comprehensive study of the separation problem, utilizing the expert 
services of three private firms to supplement the efforts of its own 
staff. Lengthy hearings were held on the various subsidy-separation 
bills then pending before that committee. As a result of its exhaustiv> 
investigations, the Senate committee reported out S. 436 which, with 
amendments, was passed by the Senate on September 19, 1951. 

After the Senate bill was referred to this committee, additional 
hearings were held. As a result, this committee has been able to 
supplement the studies made by the Senate committee with the most 
current and complete information available on conditions and needs 
in the air-transportation industry. 
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THE “FAIR AND REASONABLE STANDARD FOR MAIL RATES 


The committee amendment accomplishes the separation of subsidy 
from air-mail pay by amending section 406 of the Civil Aeronautics 
Act of 1938 so that subsections (a) and (b) provide for the fixing of 
fair and reasonable rates for domestic air transportation of mail and 
subsection (c) provides for the fixing of similar rates (except where 
those rates would be lower than the rates paid to foreign carriers for 
similar service) for the foreign air transportation of mail, while sub- 
section (f) provides for the payment of subsidy for essential aircraft 
operation by carriers certificated to transport mail. 

Section 406 (a), which provides for the establishment of rates of 
compensation for interstate and overseas air transportation of mail, 
directs the Board 
to determine and fix from time to time, after due notice and opportunity for hear- 
ing, rates of compensation which, under honest, economical, and efficient manage- 
ment, are fair and reasonable, for the transportation of mail in air transportation 


between points in the United States, the facilities used and useful for such trans- 
portation of mail, and the services connected therewith. 

This standard, which provides for the establishment of fair and 
reasonable compensatory rates for the transportation of mail by air, 
is patterned after the corresponding rate standard contained in the 
Railway Mail Pay Act of 1916 (89 U.S. C., see. 542) and is similar to 
the rate standard followed by most other regulatory agencies concerned 
with the fixing of transportation rates. The Railway Mail Pay Act 
provides as follows: 

The Interstate Commerce Commission is hereby empowered and directed to 

fix and determine from time to time the fair and reasonable rates and compensa- 
tion for the transportation of such mail matter by railway common carriers and 
the service connected therewith, prescribing the method or methods by weight, 
or space, or both, or otherwise, for ascertaining such rate or compensation, and to 
publish the same, and orders so made and published shall continue in foree until 
changed by the Commission after due notice and hearing. 
Under that act the Commission hears the evidence and arguments 
which are presented to it by the railroads and the Postmaster General, 
and on the basis of this evidence determines the fair and reasonable 
rates, 

The Senate bill establishes a cost-plus-fair-return standard to be 
used by the Board as a basis in fixing compensatory rates for the 
transportation of mail by air, and many of the other bills which have 
been considered by this committee would have provided for a cost 
standard in one form or another. A system of rates based upon cost 
alone would be an innovation in Federal law. The cost standard is 
not found in the provisions of existing law providing for the establish- 
ment of rates for the transportation of mail by rail or water, and the 
committee has been unable to discover any other provision of law 
which requires the application of such a standard in fixing transporta- 
tion or public rates. It is the feeling of the committee that the 
experience of the Interstate Commerce Commission and other regu- 
latory bodies concerned with rate fixing clearly indicates the desir- 
ability of adhering in this bill to the ‘fair and reasonable’ rate 
standard, which is the standard most widely used, most thoroughly 
understood, and most effectively administered by the rate-making 


UZeTICIES, 


H, Rept. 2489, 82-2———2 
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The committee feels that the rates established under the com- 
mittee amendment as fair and reasonable should not be required to 
be determined on the basis of cost alone, but rather should be de- 
termined by the exercise of judgment based on experience, after 
consideration of the various interrelated factors which are deemed to 
be pertinent. Costs will, of course, play a large part in the deter- 
mination of what rates are fair and reasonable. The Interstate 
Commerce Commission, in fixing railroad mail rates, relies heavily on 
cost studies which are prepared not only by its staff but also by the 
two contending parties. However, it does not rely entirely on costs, 
but takes into account other elements which, in its judgment, bear 
upon the fairness and reasonableness of the rate to be determined. 
In a recent decision the Commission stated very briefly the elements 
to be taken into account, as follows: 

Such costs serve only as a starting point in the determination of just and 
reasonable rates. Other factors developed in the record have been given con- 
sideration, such as the trend of wages and prices, the changes in operating tech- 
niques in the railway industry, the ability of the various segments of the passenger- 
train traffic to produce revenue which will contribute to the overhead expenses 
of the railways, and the influence of competition between the railways and the 
highway carriers for mail traffic. All of the above factors have been considered 
in establishing the rates prescribed herein. 

The committee believes that discretion to consider other significant 
factors must be lodged in the Board, since it is the agency entrusted 
with the rate-making functions under the Civil Aeronautics Act of 
1938, in order to insure the administrative flexibility which will be 
required if the new rate structure is to be stable aad operate efficiently. 
The Board will be able, as is the Interstate Commerce Commission, 
to determine, after hearing evidence and argument, whether in a 
given case it should attribute conclusive weight to costs or should 
take into account additional factors which may be brought to its 
attention by the Post Office Department and the carriers. 

Further, to tie mail rates tightly to cost would require the Board to 
fix rates in the most complicated aad burdensome way possible. It 
would involve the Board in expensive studies and investigations as 
well as frequent litigation. The carriers would be compelled to 
adopt new and cumbersome accounting procedures, with consequent 
extra expense and loss of efficiency. Evidence presented by com- 
petent public accountants has convinced the committee that because 
of the high percentage of joint costs (that is, costs jorntly attributable 
to passengers, baggage, express, freight, and mail) in the air transport 
industry it is impossible to determine accurately the cost of trans- 
porting any particular class of traffic. 

There is no reason to fear that the elimination of the cost provision 
will result in the establishment of rates which contain subsidy, since 
the record shows that the Board has been quick to reduce rates for the 
transportation of air mail whenever possible. It has very substan- 
tially reduced the rates for most of the large domestic carriers, and has 
ordered them to refund over $9,000,000 in cases where excessive com- 
pensation had been paid. During the first quarter of 1952 the do- 
mestic airlines carried 20 percent more mail than they carried during 
the corresponding quarter of 1951, and received 18 percent less money 
for carrying it. 
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The question of separation has been under consideration by the 
Congress and by this committee for several years. Many diverse 
arguments and views have been received. After careful consideration 
of the most current and complete information available, the committee 
is convinced that under the “fair and reasonable” standard proposed 
in the committee amendment, separation of subsidy from air-mail 
pay will be effectively accomplished without the defects and uncer- 
tainties involved in the proposals requiring adherence to a cost 
standard. 

The Senate bill contained provisions fixing initial rates of compen- 
sation for the interstate and overseas air transportation of mail. 
These initial rates would have remained in effect until the Board, 
acting upon its own initiative or upon petition, had had an opportunity 
after hearing to revise them and fix permanent rates. However, after 
the passage of 5. 436 by the Senate, the Civil Aeronautics Board re- 
leased a study on the ‘Administrative separation of subsidy from total 
mail payments to domestic air carriers.”’ The classifications and 
rates recommended in that study differed materially from the classi- 
fications and initial rates provided in the Senate bill. In any event, 
the sole purpose of prescribing initial legislative rates is to provide a 
procedure by which subsidy separation can be effected at a specific 
and early date, and the committee feels that the Board, with the as- 
sistance of its own administrative study, should be able to accomplish 
at least a preliminary separation by the date on which this legislation 
would become effective—July 1, 1953. The committee amendment 
therefore fixes no initial rates, nor does it provide for the establish- 
ment of temporary rates. The Board has for many years exercised 
authority to fix temporary rates of compensation pending determina- 
tion of permanent rates, subject to retroactive adjustment at the time 
the permanent rates are determined, and it could exercise such 
authority again if the need arose. 


Maint Rates ror Unrrep Sratres INTERNATIONAL ATR LINES 


The existing provisions of the Civil Aeronautics Act of 1938 do not 
differentiate between the establishment of air-mail rates for domestic 
transportation and those for foreign air transportation. However, 
the distinctions between the conditions under which our international 
and domestic air lines operate make it desirable that the inter- 
national carriers be treated somewhat differently than the domestic 
carriers are treated. Many problems are present in the international 
field which do not exist in the domestic field, and the establishment 
of mail rates for our international carriers must take into considera- 
tion the membership of the United States in the Universal Postal 
Union and, in addition, the fact that our international air transporta- 
tion system is based largely upon some 44 bilateral aviation agreements 
which govern the international operation of commercial air services 
and which are negotiated by the Department of State. 

Furthermore, the international routes of our carriers are not 
certificated by the Board alone, as is the case with domestic routes, 
but are certificated with the approval of, or by direction of, the 
President. 
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The committee amendment establishes a rate formula governing 
the payment of compensation for the foreign air transportation of 
mail which is substantially similar to the formula established for the 
domestic air lines. Section 406 (c) of the Civil Aeronautics Act of 
1938, as amended by the committee amendment, directs the Board- 
to determine and fix from time to time, after due notice and opportunity for 
hearing, rates of compensation which, under honest, economical, and efficient 
management, are fair and reasonable, for the foreign air transportation of mail, 
the facilities used and useful for such foreign air transportation of mail, and the 
services connected therewith. 

There is, however, one very important exception to this rate formula 
as it applies to our international carriers: 

(T)he rate fixed under this paragraph (section 406 (c) (2)) for the foreign air trans- 
portation of mail by an air carrier shall not be less than any rate paid by the 
United States to a forei ‘ign air carrier for similar service. 

The rates paid by the Postmaster General to foreign air carriers for 
the transportation of United States mail are in most cases governed 
by the Universal Postal Convention and the actions taken thereunder 
by the Universal Postal Union Congress. These rates are determined 
by negotiations among the postal representatives of the countries 
which participate in the UPU Congress, and not by the tvpe of rate 
proceeding that is customary in the United States. It is generally 
agreed that the rates in effect under the UPU Convention at the 
present time are in most cases higher than corresponding rates that 
might be determined by the Board to be “fair and reasonable.”’ This 
means, in effect, that so long as the rates paid to foreign air carriers 
remain at levels which are higher than rates determined by the Board 
to be ‘‘fair and reasonable,’ the rates paid by the Postmaster General 
to foreign carriers will be the rates paid to our international carriers 
for performing similar service. 

It should be noted, however, that the UPU Congress is meeting 
in Brussels at the present time, and it is generally expected that as 
a result of this meeting the UPU rates will be reduced. If any sub- 
stantial reduction does occur, it is likely that in some cases at least 
the applicable UPU rate will fall below the corresponding rates 
determined to be fair and reasonable for the foreign air transportation 
of mail, and in those cases the exception to the rate formula contained 
in section 406 (c) (2) will cease to apply. However, it seemed to 
the committee essential that the United States Post Office Department 
should not be put in the position of having to discriminate against 
our own carriers by paying to foreign carriers a higher rate than it 
pays to United States carriers for performing similar service with 
respect to the same or a similar category of mail. 

It is true that the UPU Convention fixes only the maximum rates 
to be paid by one country for the use of air services operated by an 
airline of another country, and there is nothing in the Convention to 
prevent the United States legally from rejecting the rate quoted for 

service over a foreign airline because it is too high. However, our 
Post Office De ‘partment has encouraged the use of maximum UPU 
rates because such maximum rates have been to our advantage; that 
is so because we operate regular air service over most of the trade routes 
of the world, and United States airlines have carried a far greater 
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quantity of foreign mail than the quantity of United States mail 
transported by foreign carriers. If the Post Office Department should 
attempt to have our mail carried by foreign carriers at lower than the 
maximum UPU rates, in order to avoid having to pay our own inter- 
national carriers at rates higher than those determined to be fair 
and reasonable, we could expect a reciprocal reduction to be imposed 
on our carriers for the foreign mail they carry, with the result that our 
present favorable balance would be reduced proportionate ‘Iv. Under 
existing conditions, if the UPU rate were cut tm half the subsidies to 
our carriers would have to be increased by about $5,500,000, aad this 
increase would be offset only by a reduction tia United States paymeits 
to foreign carriers of $1,000,000. The American taxpayer would 
required to make up the difference of $4,500,000. 

It should be noted in this connection that if the exception in section 
406 (c) were omitted, and the rate fixed for our international carriers 
were fixed at less than the rate paid by the United States to foreign 
carriers, the lower rate so fixed would serve other countries as a means 
for forcing UPU rates down to that level, with the adverse result 
described in the preceding paragraph. 

Statistics furnished by the Civil Aeronautics Board indicate that 
the inclusion of the exception will not increase the total cost to the 
American taxpaver. The following table indicates that if the current 
UPU rates had been paid to United States international carriers during 
1951 as compensation for carrying the mail, they would have received 
approximately $6,000,000 less than the amount they were actually 
paid during that vear under existing law, which does not provide for 
the separation of subsidy from air-mail pay 
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The Board is required under the committee amendment, in connec- 
tion with the foreign air transportation of mail, to publish only the 
orders establishing the rates of compensation which are actually to be 
paid to our imternational carriers. There is no requirement that the 
Board publish any rate which it determines under section 406 (¢) (2) 
to be the fair and reasonable rate unless that rate is higher than the 
rate paid to foreign air carriers for similar service and is therefore the 
rate which is actually to be paid, although the Board must in every 
case determine the rate which would be fair and reasonable. The 
committee feels, however, that the Board should publish all such 
rates, whether or not actually paid, except where it determines, after 
consulting with the Department of State and the Post Office Depart- 
ment, that disclosure would be detrimental to the national interest. 


SussIpY CONTRACTS 


Under the committee amendment, section 406 (f) of the Civil 
Aeronautics Act of 1938 will contain the separated provisions author- 
izing the payment of subsidy to air carriers certificated to carry mail, 
for the expressed purpose of encouraging the development of an air 
transport system properly adapted to the present and future needs of 
(1) the forei ign and domestic commerce of the United States, (2) the 
postal service, and (3) the national defense. This standard is the same 
as the standard under which subsidy is granted pursuant to existing 
law. 

Under the committee amendment, the payment of subsidy will be 
made only under contracts entered into between the Civil Aero- 
nautics Board and the air carriers. ‘To an increasing degree the larger 
carriers with well-established and heavily used schedules are becoming 
self-sufficient and therefore no longer in need of the subsidy which was 
originally required in order to promote the development of the air 
transport system. It 1s the feeling of the committee that, with the 
exception of some of the international carriers, it is the smaller airlines 
which are most in need of subsidy today and which will continue to 
require subsidy. The continued deve lopme nt of these smaller carriers 
is vital, since they provide local and feeder service in areas not reached 
by the trunk airlines and play an increasingly important part in the 
national defense program. It is essential that steps be taken to insure 
that mail is not diverted from the smaller carriers solely because of 
their higher cost, and to stabilize their operations by certification for 
longer periods of time. 

It is perhaps most important of all that the smaller carriers be 
given adequate assurance that the subsidy which they need in order 
to continue operations will remain available to them as long as they 
need it, and the committee has accordingly included in its amendment 
provisions requiring that all subsidy payments be made under con- 
tracts guaranteeing that such payments will continue for a period of 
vears. If it were necessary for these carriers to rely for their con- 
tinued existence on annual appropriations, they could not. finance 
themselves, nor could they make long-range plans to improve their 
service or to acquire more efficient and economical equipment. To 
acquire capital they must be able to give some assurance of their 
ability to continue in business. If they can only make commitments 
with respect to one fiscal year it is obvious that no progress can be 
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expected of them, and either they will be a drain on the taxpayer 
forever or the communities they serve will be denied air transportation. 
Subsidy contracts entered into under the committee amendment will 
provide for payments over a maximum period of 5 years in the case of 
foreign air transportation and over a maximum period of 3 years in 
the case of interstate or overseas air transportation. 

The committee feels, however, that safeguards must be included in 
the bill in order to insure that an air carrier will not receive more 
subsidy under a contract than it really needs. The committee amend- 
ment therefore provides that each air carrier entering into a subsidy 
contract must agree to repay to the United States any part of the 
subsidy payments received by it which, when added to its net profits 
from the subsidized air transportation during the period of the con- 
tract, exceeds the amount of subsidy which the Board finds is necessary 
to assure the carrier a fair return during such period on that portion of 
its total investment attributable to such air transportation. The 
Senate bill, following the Merchant Marine Act of 1936, requires that 
each contract contain a recapture provision obligating the carrier to 
repay to the United States 50 percent of its net profits in excess of 10 
percent per annum of the carrier’s investment. The committee feels 
that the Senate recapture provision is objectionable because it seems to 
establish 10 percent as a proper measure of the profits needed by an air 
carrier to carry out the objectives of the Civil Aeronautics Act. Such 
a provision might be interpreted as constituting a guarantee to 
carriers of at least that amount of profits or as placing a ceiling on 
the amount of profits which a carrier should realize, regardless of 
circumstances. The Senate provision could result in an unintended 
gift of public funds to the carriers. The committee believes that the 
carriers should be required under these subsidy contracts to repay 
the total amount of any excessive profits which they may earn while 
receiving subsidy. 

In order to insure that subsidy contracts are not unduly inflexible, 
the committee amendment further provides that the Board may amend 
any such contract if, after due notice and opportunity for hearing, it 
finds that changing circumstances have rendered the agreed subsidy 
payments excessive or inadequate. 

Recognizing that in some cases the need of an air carrier for sub- 
sidy may be so urgent that it cannot remain in operation unless it 
receives financial aid prior to the completion of a hearing on its 
petition, the committee has included a provision authorizing the 
Board without hearing to make advances to air carriers. Any part 
of any advance made to an air carrier which exceeds the amount of 
subsidy to which it is finally found to be entitled must be repaid to 
the United States. 

It should be emphasized that as long as an air carrier is in need of 
subsidy, the level at which it is paid compensation under the amended 
section 406 (a) or the amended section 406 (c) will not affect the total 
amount of Federal payments received by the carrier or the total cost 
to the Government; the application of the “fair and reasonable’’ 
standard may result in a lower rate of compensation for transporting 
the mail than the rate received under existing law, but the subsidy, 
even though to be separately provided for and paid out of different 
funds, will be in whatever amount is necessary to meet such need. 
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Paragraph (1) of the amended section 406 (b) requires that each 
petition for the determination or revision of rates under section 406 (a 
shall include a statement of the mail rate which the petitioner con- 
siders fair and reasonable. It requires the Postmaster General to 
include in the record, in proceedings under section 406 (a), a com- 
prehensive statement of all service to be required of the carrier together 
with certain other information deemed by him or by the Board to be 
material to the inquiry. 

Paragraph (2) of the amended section 406 (b) allows the Postmaster 
General to request the Board to obtain from any certificated carrier 
such information as he may require in connection with mail rate pro- 
ceedings under section 406 (a). 

Paragraph (3) of the amended section 406 (b) emphasizes that the 
petitioner has the burden of proof in any proceeding inititated 
petition under section 406 (a) 

Amended section 406 (ce 

This subsection makes provision for the payment of compensation 
for the foreign air transportation of mail. 

lt establishes standards and procedures with respect to the payment 
of compensation for the foreign air transportation of mail which are 
substantially similar to those established by the amended section 
406 (a) with respect to the air transportation of mail between points 
in the United States, although there are certain important differences 
which are indicated below. 

Paragraph (1) provides that each air carrier holding a certificate 
authorizing the transportation of mail by aircraft shall be paid by 
the Postmaster General for the foreign air tr: ansports ition of mail at a 
rate or rates established under paragraph (2). The paragraph also 
provides that the Postmaster General may not delay mail or withhold 
mail from an air carrier merely because the rate p: ayable to such carrier 
is higher than the rate payable to a competing air carrier or an air 
carrier engaged in the transportation of mail in overseas air trans- 
portation. 

Paragraph (2) directs the Civil Aeronautics Board from time to 
time to determine and fix rates of compensation which, under honest, 
economical, and efficient management, are fair and reasonable, for the 
foreign air transportation of mail, the facilities used and useful for 
such transportation, and the services connected therewith; but it is 
provided that the rate fixed under this paragraph for the foreign air 
transportation of mail by an air carrier sh: - not be less than any rate 
paid by the United States to a foreign air carrier for similar service. 
This exception, \ hich is the chief point of Tae between the rate 
formulas provided under this bill for domestic and foreign air trans- 
portation of mail, means in effect that where rates paid to foreign air 

carriers are at levels which are higher than those determined to be fair 
and reasonable, those rates will be the rates paid to United States air 
carriers for the foreign air transportation of mail. 

The Board has power under this paragraph to prescribe the method 
or methods for ascertaining fair and reasonable rates of compensation, 
and may, considering the conditions peculiar te foreign air transporta- 
tion and to the particular air carrier or class of air carriers, fix different 
rates for different air carriers or classes of air carriers, or different 


classes of service, or on the basis of any other reasonable classification 
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of carriers, services, routes and route segments, or any combination 
thereof. The orders est: ablishine the rates of compensation to be 
paid under this subsection may be — ef iFe ( tive as of any date, on or 
after the date of the enactment of this act, which th 1¢ Board determines 
to be proper, except that no such order Ca b effective prior to the 
commencement of the proceeding in which it is issued. Such orders 
are to continue in force until changed by the Board after due notice 
and opportunity for hearing 


The Board is required under this para rraph Lo publish the orders 
establishing the rates of compensation which are meio ase to be paid 
Therefore, in any case where the rate determined to be fair and 
reasonable will not be the rate actually fixed and paid because it is 
less than the rate paid to a foreign carrier for similar service, there is 
no mandate u me the Board to publish the fair and reasonable rate. 
Regardless of e rate which is a¢ tualh fixed and paid t will | the 
duty of the cael in sll eases to determine the rete whi i ) 
fair and reasonable within the meaning of paragraph (2 


Amended section LOG (dL) 


Section 406 (d), which is the same as section 406 (f n the existin 


i il itis? 
law, provides that where air transportation is performed between thie 
United States and a foreign country both by United States aircrat 
and by foreign aircraft, the Postmaster General shall not pay the 
foreign carrier a rate of compensation for transporting mail betwee1 
the United States and the foreign country wi ich vuld result in suel 
carrier receiving a higher rate of compensation for transporting such 
mail than (1) the rate which the foreign country pays to air carriers 
for transporting its mail between such country and the United States 
or (2) a rate determined by the Postmaster General to be comparab!] 
to the rate such foreign country pays to air carriers for transportin 
its mail to another country which is intermediate on the route of such 
varriers to the United States. 
Ame nded section L06 (¢ 

Section 406 (e), which is the same as section 406 (d) in the existing 
law, provides for the weighing by the Postmaster General of mail 
transported by aircraft, and for the employment by the Postmaster 


General of clerical and other assistance required in connection with 
proceedings under the Civil Aeronautics Act. 
Amended section AGlom| f 
This subsection makes provision for subsidy payments to air 
carriers, 
Paragraph (1) empowers the Civil Aeronautics Board to ent 


Boa r int 
subsidy contracts with air carriers holding certificates authorizing 
the transportation of mail in air transportation. The amount of 


subsidy payable to any air carrier under such a contract would be 
the amount necessary to enable the carrier, under honest, economical, 
and efficient management, to encourage the development 


of an alt 
transport system properly adapted to the present and future needs 
of the foreign and demestic commerce of the United States, of the 
postal service, and of the national defense. Such contracts will 
provide for payments to air carriers furnishing air transportation over 
a period not exceeding 5 years in the case of foreign air transportation 
and not exceeding 3 years in the case of 


j f interstate or overseas air 
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transportation. To be eligible for such payments, an air carrier 
must agree to repay to the U nited States any part of such payments 
which, when added to its net profits from the subsidized air transporta- 
tion during the period of the contract, exceeds the amount of such 
payments which the Board finds to be necessary in order to assure 
the carrier a fair return during such period on that portion of its 
tots al investment which is used and useful in such air transportation. 
Such repayments are to be credited to appropriations available for 
the payment of subsidies under this subsection. The paragraph 
further provides that the Board may amend any such contract after 
due notice and opportunity for hearing if it finds that changed cir- 
cumstances have rendered the agreed paymenis excessive or inade- 
quate. Each petition for subsidy must siate in detail the amount 
of the paymenis which the petitioner needs, and the petitioner will 
have the burden of proving such need. 

Paragraph (2) provides that in determining whether subsidy should 
be paid or in fixing the amount of the payments, the fact that a car- 
rier holds a certificate of public convenience and necessity authorizing 
it to offer certain service would not be conclusive in determining 
whether such service is sufficiently required to justify the payments 
that would be necessary to enable the carrier to continue the service. 
Notice to interested parties (including communities receiving the 
service) and an opportunity for them to be heard must be given in 
any proceeding where that issue is raised. If the Board determines 
that the need for such service does not justify the payment necessary 
to continue it, and the payment is accordingly denied, the carrier 
may suspend or abandon the service at any time within | year from 
the date of the order denying payment. 

Paragraph (3) gives the Board authority, with or without hearing 
but upon a showing by the carrier concerned of essential and urgent 
need, to make an advance to any air carrier pending determination 
of the amount of subsidy to which it is entitled. The carrier must 
agree to repay any part of such advance which exceeds the amount 
to which it is finally determined by the Board to be entitled, and such 
repayments are to be credited to appropriations available for the 
payment of subsidies under this subsee tion. 

Paragraph t) proy ides that the Board shall terminate subsidy pay- 


ments to an : i CRITI r whene ‘ver it finds, after cd ie notice aad oOppor- 
tunity for hearing, that gratuities have been offered or given by such 
carrier to a Goverament official with the intention of securing’ special 


treatment under the Civil Aeronauties Act of 1938 


SECTION 3 


This section would amend section 401 (d) of the Civil Aeronautics 
Act of 1938, which governs the issuance of certificates authorizing air 
carriers to engage in air transportation, by providing that no certifi- 

‘ate which authorizes the transportation of mail only may be issued 
aithows the approval of the Postmaster General and that no such 
certificate shall be amended so as to authorize the extension of mail 
service to additional areas without the approval of the Postmaster 
General. 
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transportation. To be eligible for such payments, an air carrier 
must agree to repay to the United States any part of such payments 
which, when added to its net profits from the subsidized air transporta- 
tion during the period of the contract, exceeds the amount of such 
payments which the Board finds to be necessary in order to assure 
the carrier a fair return during such period on that portion of its 
total investment which is used and useful in such air tr: ansportation. 
Such repayments are to be credited to appropriations available for 
the payment of subsidies under this subseciion. The paragraph 
further provides that the Board may amend any such contract after 
due notice and opportunity for hearing if it finds that changed cir- 
cumstances have rendered the agreed paymenis excessive or inade- 
quaie. Each petition for subsidy must state in detail the amount 
of the paymenis which the petitioner needs, and the peiiiioner will 
have the burden of proving such need. 

Paragraph (2) provides that in determining whether subsidy should 
be paid or in fixing the amount of the payments, the fact that a car- 
rier holds a certificate OL public convenience and necessity authorizing 
it to offer certain service would not be conclusive in determining 
whether such service is sufficiently required to justify the payments 
that would be necessary to enable the carrier to continue the service. 
Notice to interested parties (including communities receiving the 
service) and an opportunity for them to be heard must be given in 
any proceeding where that issue is raised. If the Board determines 
that the need for such service does not justify the payment necessary 
to continue it, and the payment is accordingly denied, the carrier 
may suspend or abandon the service at any time within 1 year from 
the date of the order denying payment. 

Paragraph (3) gives the Board authority, with or without hearing 
but upon a showing by the carrier concerne : of essenti: al and urgent 
need, to make an advance to any air carr Y pe ndi ir a letermination 
of the amount of subsidy to which it is entitled. The carrier must 
agree to repay any part of such advance which exceeds the amount 
to which it 1s finally determined by the Board to be entitled, and such 
repayments are to be credited to appropriations available for the 
payment of subsidies under this subsection. 


Paragraph (4) provides that the Board shall terminate subsidy pay- 
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treatment under the Civil Aeronauties Act of 1938. 
SECTION 3 


This section would amend section 401 (d) of the Civil Aeronautics 
Act of 1938, which governs the issuance of certifieates authorizing air 
carriers to engage in air transportation, by providing that no certifi- 
cate which authorizes the transportation of mail only may be issued 
without the approval of the Postmaster General and that no such 
certificate shall be amended so as to authorize the extension of mail 
service to additional areas without the approval of the Postmaster 
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That no certificate authorizing the tran sportation of mail only shall be issued nor 
shall such a ce rlificate be amended to authorize the extension of mail service to addi- 
tional areas without the approval of the Postmaster General. 

(2) In the case of an application for a certificate to engage in temporary air 
transportation, the Authority may issue a certificate authorizing the whole or any 
part thereof for such limited periods as may be required by the public convenience 
and necessity, if it finds that the applicant is fit, willing, and able properly to 
perform such transportation and to conform to the provisions of this Act and the 
rules, regulations, and requirements of the Authority hereunder 

* * * * . * * 


TRANSPORTATION OF MAIL 
Continuation and Termination of Mail Contracts 


Sec. 405. (a) * * * 


+ * co * * . ~~ 
Tender of Mail 


(g) From and after the issuance of any certificate authorizing the transporta- 
tion of mail by aircraft, the Postmaster General shall tender mail to the holder 
thereof, to the extent required by the Postal Service, for transportation between 
the ne named in such certificate for the transportation of mail, and such mail 
shall be transported by the air carrier holding such certificate in accordance with 
such rules, regulations, and requirements as may be promulgated by the Post- 
master General under this section. All mail marked for carriage by air and 
bearing the appropriate postage thereon shall, to the extent that authorized air trans- 
portation is available, be tendered for transportation to its destination by an air carrier, 
except where weather conditions, strikes, breakdowns, or other similar unusual circum- 
stances render it advisable to transport such mail by other means in order to avoid undue 
delay. 

* oF ~ * ~ * * 


[RATES FOR TRANS®ORTATION OF MAIL 
[Authority to Fix Rates 


[Sec. 406. (a) The Authority is empowered and directed, upon its own 
initiative or upon petition of the Postmaster Gencral or an air carrier, (1) to fix 
and determine from time to time, after notice and hearing, the fair and reasonable 
rates of compensation for the transportation of mail by aircraft, the facilities used 
and useful therefor, and the services connected therewith (including the transpor- 
tation of mail by an air carrier by other means than aircraft whenever such 
transportation is incidental to the transportation of mail by aircraft or is made 
necessary by conditions of emergency arising from aircraft operation), by each 
holder of a certificate authorizing the transportation of mail by aircraft, and to 
make such rates effective from such date as it shall determine to be proper; (2) to 
prescribe the method or methods, by aircraft-mile, pound-mile, weight, space, 
or any combination thereof, or otherwise, for ascertaining such rates of compensa- 
tion for each air carrier or class of air carriers; and (3) to publish the same; and 
the rates so fixed and determined shall be paid by the Postmaster General from 
appropriations for the transportation of mail by aircraft.] 


PAYMENTS FOR TRANSPORTATION OF MAIL AND FOR ESSENTIAL AIR TRANSPORTATION 


Rates For The Air Transportation Of Mail Between Points In The United States 


SEC. 406. (a 1) Each air carrier holding a ce rlificate authorizing the trans por- 
tat tion of mail by aircraft shall be paid for transportation of mail in air transpo ‘tation 
between posse n the United States on scheduls sd siqnated or ordered to be established 

tthe Pos ter General pursuant to section 105 (¢ of this Act eo a,rate per ton-mile 
. m hail carr d as follows, de pe nding on the classification of such carrier or its services 
us established by the Board under section 116 (a of this Act: 

Class 1 15 cents per ton-mile; 

Cl 2—155%% per centum of the rate for class 1; 

( a S 3 166% per centum of the rate for class ~ 
Class 4—200 per centum of the rate for class 1; and 


Cla: s 5 L00 per cé nium ot the rate for cla 28 i 
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(2) The Board is authorized, upon its own initiative « ON De the Post- 
master General or an atr carrier with re Spec t to the t ecelve hay / | ne 
to time, after notice and hearing, to revise the rates ¢ } é , ( 8 
subsection and to jix and determine further or diff é I 
individu uly or on a class basis, upon a finding that ha n er 
to maintain rates of compensation for the trar portat no ne 7 ( nd 
reasonable level: (B) to add to or reduce hey moe es ¢ f } t 
paragraph of this subsection or to prese ribe ad fhe ent met i 
taining rates of con pe nsation jor such transporiatior hema E as 
mile, weight of mail, space authorized for ma n the aircraft, or other mec e of 
mail service pe rformed; and (C) to fix different rates t¢ different a Cl ( ( S 
of air carriers, or different classes of service, or on the ba of any ot é mable 
classification of carriers, services, route: and route gqments, « any ct ) rn 
the reof. The rales so ret sed shall be based ipon the experienced cost oO na l 
transportation services rendered and upon projected costs for suc ( é » be 
rendered, under honest, economical, and efficient management, fa J assiane ana 
apportioned to such mail services, iné ding a fa eturn on that of the ft rf 
investment which is used and useful in such mail se ces. Sucl n or other 
action with re spect to rates may be made effective a of any date which the Be l 
determines to be proper and which is (A) on or after the effective date of this sub- 
section and (B) on or after the date on which the proceeding was commenced, and the 
rates so revised shall be published by the Board. 

Recomme ndations As To Pate s 
(b) (1) Any petition for the revision or determination of rates under subsection (a) 


of this section shall include a statement of the rate the petitioner believes to be fair and 
reasonable. The Postmaster General shall introduce as part of the record 
ceedings under subsection (a) of this section a con ‘sta 
to be required of the air carrier and such other informatio ni 
deems, or as may be deemed by the Board, to be material to the 


1 ul i ing f. 

(2) The Postmaster (¢ neral us authorized to request the Ioard to obta om any 
carrier certi ficated for the trar sportation ¢ f ma mation nece aru for the per- 
formance of his duties with re spect to the initiation of and part pat n 7 ite 


proceedings under subsection (a) of this section. 
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Payments to Foreign Air Carriers 


Cy (Ce) In any case where air transportation is performed between the 
United States and any foreign country, both by aircraft owned or operated by one 
or more air carriers holding a certificate under this title and by aircraft owned or 
operated by one or more foreign air carriers, the Postmaster General shall not 
pay to or for the account of any such tovela n air carrier a rate of compensation for 
trans sporting mail by aircraft between the United States and such foreign country 
which, in his opinion, will result (over such reasonal le period as the Postmaster 
General may determine, taking account of exchange fluctuations and other 
factors) in such foreign air carrier receiving a higher rate of compensation for 
transporting such mail than such foreign country pays to air carriers for trans- 
porting its mail by aircraft between such foreign country and the United States 
or receiving a higher rate of compensation for transporting such mail than a 





! ail an arate 
determined by the Postmaster General to be comparable to the rate such foreign 
country pays to air carriers for transporting its mail by aircraft between such 
foreign country and an intermediate country on the route of such air carrier 


between such foreign country and the United States. 
Weighing of Mail 


E(d)] (f) The Postmaster General may weigh the mail transported by aircraft 
and make such computations for statistical and administrative purposes as May 
be required in the interest of the mail service. The Postmaster General is 
authorized to employ such clerical and other assistance as Mav be required in 
connection with proceedings under this Act. If the [Authority] Poard shall 
determine that it is necessary or advisable, in order to carry out the provisions 
of this Act, to have additional and more frequent weighing of the mails, the 
Postmaster General, upon request of the [Authority ] Board, shall provide therefor 
in like manner, but such weighing need not be for continuous periods of more 
than thirty days. 


Subsidy Payments for Essential Air Transportation 


(g) (1) For the purpose of maintatning and continuing the development of air 
transportation (including the introduction of new and improved types of commercial 
airc raft) to the extent and of the character and quality requi red to pron ote the economic 
development, the national defense, and the commerce of the U nited States, the Board 
is empowered, upon petition of any air carrier holding a certificate authorizing 
transportation of mail by aircraft, and after notice and hearing, to aha payments, 
out of funds appropriated to the Board for the purpose of this subsection, to such 
carrier to enable it under honest, economical, and efficient management to effect such 
purpose. The Board may prescribe the method of making such payments and their 
period of duration and a new petition and notice and hearing shall be required before 
any further payments are made to such carrier for subsequent periods under ‘this 
subsection. Each such petition shall state in detail the amount of payments the 
petitioner needs in order to effect the purpose of this subsection, and the petitioner 
shall have the burden of proving such need. 

(2) In determining whether any payments should be made to a carrier under this 
subsection, and the amount of such payments, the fact that such a carrier holds a 
certificate of public convenience and necessity authorizing it to conduct certain 
services shall not be deemed conclusive of the issue as to whether any such service is 
sufficiently required for the purposes of this subsection to justify the amount of pay- 
ments that would be required under this subsection to enable such carrier to continue 
such service. In any proceeding in which any such issue is raised, the Board shall 
give notice to interested parties (including communities in the United States receiving 
such service) and permit such parties to be heard. If the Board shall determine 
that the need for such service does not justify the amount of payment that would be 
required under this subsection to continue it, its final order denying such payment 
shall be accompanied by an order authorizing such carrier either to suspend or 
abandon such service as the carrier may elect, at any time within one year from the 
date of such order. 

(3) During the pendency of proceedings to determine the amount of payment to 
any air carrier under this subsection, the Board is authorized, with or without hear- 
ing, to make an advance, out of funds appropriated for the purpose of this subsection, 
to such carrier upon a showing that the need for such an advance is essential and 
urgent. Before receiving such an advance such carrier shall be required to agree to 
repay within a reasonable time such advance, or any part thereof, which exceeds the 
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payment, if any, to such carrier finally determined by the Board under this subsection. 
Such repayments shall be made to the Treasurer of the United States and shall be 
crédited to appropriations made available for the purpose of this subsection 

(4) Effective after June 30, 1953, the Board is authorized, upon petition of any 
air carrier holding a certificate authorizing the air transportation of passengers, 
property, and mail, to enter into a contract with such carrier on behalf of the United 
States providing that payments determined under this subsection in order to effect 
its purpose in such air transportation will be made to such carrier over any period 
not exceeding five years in the case of such payments made to effect such purpose in 
foreign air transportation, and not exceeding three years in the case of such payments 
made to effect such purpose in interstate and overseas air transportation if such 
carrier (A) continues to furnish such air transportaiion under such ceriificale, and 
(B) agrees to pay to the United States 50 per centum of all of its net profiis from such 
air transportation for such period (compuied wi'hout regard to capital gains and capiial 
losses and after deduction of all applicable tazes and reasonable chaiges for deprecia- 
tion, obsolescence, and amortization) which exceed an average of 10 per centum per 
annum of the capital investment of such carrier used in or useful for such transpor- 
tation, but such payment shall not exceed the total amount received by such carrier 
from the Uniied States under such coniract. Any such payments shall be made to 
the Treasurer of the United States, and shall be credited to appropriations made 
available for the purposes of this subsection. 

(5) The Board shall, by wri'ten notice to the air carrier, terminate any payments 
under this subsection upon finding, after notice and hearing, that gratuilies (in the 
form of entertainment, gifts, or otherwise) were offered or given by such air carrier 
or its agent or representative to any officer or employee of the Government with a view 
toward securing favorable treatment under any provisions of this Act. 

* * * * * * * 


CLASSIFICATION AND EXEMPTION OF CARRIERS 
Classification 


Sec. 416. (a) The Board shall classify each air carrier which will receive payments 
under section 406 (a) of this Act, as amended by the Air Mail Subsidy Separation Act 
of 1951, into such classes as may be required for the purposes of such section, as 
amended by such Act, under standards established by the Board on the basis of types of 
communities served, services rendered, and route patterns: Provided, That in the case 
of any air carrier which is authorized by certificate to transport mail in both interstate 
and overseas air transportation, the Board may, for the purposes of such section, place 
the interstate and overseas services of such carrier in different classes if, in the judg- 
ment of the Board, such classification is warranted by differences in operating condi- 
tions and costs. The Board shall, after notice and hearing, reclassify such carrier 
for the purpose of such section at any time a change in conditions warrants such 
reclassification, and any such carrier may petition for such a reclassification. The 
[Authority] Board also may from time to time establish such other just and 
reasonable classifications or groups of air carriers for the purposes of this title as 
the nature of the services performed by such air carriers shall require; and such 
just and reasonable rules, and regulations, pursuant to and consistent with the 
provisions of this title, to be observed by each such class or group, as the [Au- 
thority] Board finds necessary in the public interest. 


MINORITY VIEWS 


On February 21, 1949, the Hoover Commission filed its Post Office 
recommendations. 

Referring to ‘‘subsidies,”’ it stated: 

Payments to common carriers for transporting the domestic and foreign air 
mail are fixed by the Civil Aeronautics Board at a level to provide a subsidy to 
aviation. Contracts for overseas mail are also made on a subsidy basis. These 
subsidies may be most desirable. 


Its recommendation No. 9 was: 


We recommend, however, that the amounts of these subsidies should be paid 
to the Post Office by open appropriation from tax funds and not imposed upon 
the Post Office or the mail users in this hidden manner. 


It concluded: 


By such a course, the President, the Congress, and the public may know what 
the amounts of these subsidies are. 

On the same date the gentleman from Massachusetts, Mr. Kennedy 
introduced the first comprehensive air mail subsidy separation bill, 
H. R. 2908. 

The House Committee on Taterstate and Foreign Commerce held 
extensive he arings and executive sessions. During this time there was 
introduced another bill, H. R. 9184, which contained several modifica- 
tions which had been recommended to the committee. 

On August 31, 1950, H. R. 9184, was reported by the committee by 
a vote of 15 to 2. 

During December of that vear the Hlouse considered H. R. 9184. 
After a conference of members interested in legislation in this field 
six amendments were brought to the floor, were adopted, and the bill 
passed the House unanimously on December 11, 1950. 

No one who participated in that conference was satisfied with 
all the amendments proposed but agreement was reached in the hope of 
obtaining full legislative action prior to adjournment. However, 
there was no action taken in the Senate before adjournmment. 

Karly in this session of Congress, the gentlemen from Massachusetts, 
Mr. Kennedy and Mr. Heselton, reintroduced several identical bills 
covering several approaches to the problem of adequate separation. 
One, H. R. 508 (Mr. Kennedy) served throughout the hearings as the 
more desirable approach and much testimony was received in support 
of it. It was the closest of any pending bill to the provisions of 
rt a _— Kighty-first Congress. With date revisions it was of- 
fered in committee as the basis of a motion to substitute. That 
aaitee lost by a vote of 8 to 14. On June 25, that bill, so revised as 
to dates, was introduced in House, and is H. R. 8356, by the gentleman 
from Massachusetts, Mr. Heselton. It is intended to be the basis of a 
motion to substitute, if and when House action is taken upon the bill 
reported by a majority of the committee. 

We know of no new evidence submitted since the committee report 

the Eighty-first Congress of August 31, 1950, on H. R. 9184 or 
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of any changed circumstances which would justify our taking a differ- 
eat stand on the same legislation. The report of the committee at 
that time is therefore directly pertinent to H. R. 508. 

While some of us among the minority supported the reporting out 
of a differeat bill, this action was done oaly after H. R. 508 had been 
voted down within the committee and only for the purpose of having 
some bill brought forth so that the whole House would have an oppor- 
tunity to substitute all, or at least the most importait parts, of H. R. 
508 ta place of S. 436. Unless the most important features of H. R. 
508 aud the souad principles of the committee report of the Kighty- 
first Congress are at this time adopted by the House, the resulting 
law would not be, in our opinion, worth while adding to the statute 
books. We say this because 5S. 436 as passed by the Senate is weak 
in so many respects that unless a strong bill is passed by the House, 
the only result of a conference betweea the two bodies can be a weak 
law. To enact a law as unsatisfactory as are both S. 436 and the 
preseat House committee version of S. 436 would be, in our opinion, 
not oaly entirely unsatisfactory but also worse than taking no action 
at all. 

The basic principles in the committee report of the Eighty-first 
Congress are quoted below, and subsequent testimony ita the House 
hearings of the Eighty-second Congress serves oaly to confirm the 
soundness of the committee’s original action: 


[H. Rept. 3041, Sist Cong., 2d sess., by Mr. Beckworth, from the Committee on Interstate and 
Foreign Commerce} 


REPORT 
(To accompany H. R. 9184) 


The Committee on Interstate and Foreign Commerce, to whom was referred 
the bill (H. R. 9184) to provide for the separation of subsidy from air-mail pay, 
and for other purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 

* * * * * * * 
SITUATION UNDER EXISTING LAW 

* * * No other existing public utility legislation has come to the attention 
of this committee which lumps a compensatory rate and subsidy in a manner 
similar to the way it is done in the Civil Aeronautics Act. Prior to 1936, steam- 
ship lines were subsidized through the mechanism of mail payments, but this 
system was replaced by the direct operating and construction subsidies provided 
by the Merehant Marine Act of 1936. The Interstate Commerce Commission 
fixes only the fair compensation for the services rendered by the railroads in 
carrying the mail, which compensation is paid by the Post Office Department. 
There is no provision in the statute under which the Interstate Commerce Com- 
mission operates for compensation for the development of a sound national sur- 
face transportation system. 

The unique provision in the Civil Aeronautics Act is to be found in section 406 
(b). After enumerating specific factors that should be considered in determining 
rates for the transportation of mail, subsection (b) goes on to direct the Civil 
Aeronautics Board to consider also ‘“‘the need of each such air carrier for com- 
pensation for the transportation of mail sufficient to insure the performance of 
such service, and, together with all other revenue of the air carrier, to enable 
such air carrier under honest, economical, and efficient management, to maintain 
and continue the development of air transportation to the extent and of the char- 
acter and quality required for the commerce of the United States, the postal 
service, and the national defense.”’ ~ 

This quoted ‘‘need”’ provision has meant that where a carrier has been unable, 
after honest, economical, and efficient management, to earn a fair return on the 
operations found by the Board to be required for the development of a sound air 
transportation system to serve national objectives, air-mail pay has been used 
to raise its total revenues to the point, where it would have such a return. 
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Representatives from labor organizations have testified for H. R. 
508, as have taxpayers, veterans, and other civic-minded groups and 
individuals. In addition, the President of the United States has 
repeated his earlier recommendations on subsidy separation in even 
stronger terms in his 1952 and 1953 budget messages to the Congress. 


THE COST STANDARD 
(Committee report of 8ist Cong.) 


This bill accomplishes the separation of subsidy from mail pay by amending 
subsections (a), (b), and (c) of section 406 of the Civil Aeronautics Act so that sub- 
sections (a) and (b) deal solely with the fixing of fair and reasonable rates for the 
transportation of mail, and subsection (c) deals solely with subsidy for essential 
aircraft operation. Paragraph (2) of the amended subsection (a) provides that 
the fs uir and reasonable rates— 

* * shall not exceed the necessary cost to the air carrier, under honest, 
economical, and efficient management, of the mail transportation services actus ally 
rende red or such services to be rendered * * * plus a fair and re asonable 
return.” 

The committee feels that this provision is called for by reason of the present 
rate-making provision of the Civil Aeronautics Act under which compensation for 
the transportation of mail, and subsidy for the development of a sound air trans- 
portation system, have been lumped over a period of 12 years. The committee 
deems this provision necessary to insure as completely as the present state of the 
science of accounting will permit the clear separation of the vibe ly element from 


mail pay. Unless this is done and done well, there is serious danger that no matter 
how clearly we state that we want the subsidy element separated, it will still remain 
in substantial part in the compensation for the transportation of mail. This pro- 


Vision is fair and just to the carriers and the Government alike. Section 405 (g) 
of the Civil Aeronautics Act imposes a duty upon carriers certificated for the car- 
riage of mail to carry mail tendered them by the Postmaster General. It also 
requires the Postmaster General to tender mail ‘‘to the extent required by the 
Postal Service.’”’ Thus, there are obligations on both sides. Considering the fact 
that public utilities are entitled only to a fair and reasonable return on their invest- 
ments devoted to the public service, there is no occasion for air carriers to object 
if they receive no more than their costs, plus a fair and reasonable return, for 
transporting mail, and on the other hand, the Government cannot reasonably 
object to making payment in that amount for the service it receives. 


SUBSEQUENT SupPPORTING TESTIMONY 


This cost standard, which is totally absent from the bill reported by 
the majority, is essential to protect the Post Office and the taxpayers 
from continuing to be overcharged by the airlines for carriage of the 
mail. 

Subsequent to the committee report of the Eighty-first Congress, 
the former Chairman of the Commission on Organization of the Execu- 
tive Branch, former President Hoover, wrote that— 

The most practical and accurate way to separate these two types of payments is 
to base the determination of the mail pay upon what it costs the earriers to furnish 
mail carriage services to the post office. * * That type of standard will make 
it possible for the taxpayers and the Congress to have accurate information. In 
order for the reform to be effective, it is not equitable to exempt any mail carriers, 
foreign or domestic. The reform should apply equally to all. 


Former President Hoover’s subsequent letter reaffirms the sound 
principle of the committee report of 1950. 

President Truman has twice more indicated his conviction that mail 
pay should mean compensation for the ‘cost’? of carrying air mail, 
and this same standard has been specifically endorsed at the com- 
mittee hearings in the Eighty-second Congress by the Budget Bureau, 
Post Office Department, and Civil Aeronautics Board. 
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We urge that without the cost standard there would be no definite 
dividing line between what constitutes mail pay, on the one hand, and 
what constitutes subsidy, on the other hand. Such a dividing line is 
essential to separation. 

When S. 436 was passed by the Senate on September 19, 1951, and 

referred to the House Committee on Interstate and Foreign Commerce, 
it contained the basic inconsistency of setting cost as the basis of mail 
pay for our domestic and Territorial airlines, while establishing a tot ally 
different basis for our international airlines. The same general plan 
contained in the Senate bill for mail pay to our international airlines 
has been continued in the bill being reported by the majority. The 
majority bill provides that mail pay to our international airlines— 
shall not be less than any rate paid by the United States to a foreign air carrier for 
similar service. 
Since foreign-flag airlines charge the United States at the maximum 
levels permitted under the Universal Postal Union, the effect of this 
provisions in United States law would be to tie United States mail pay 
to United States airlines for the carriage of United States mails to the 
highest rate permitted anywhere in the world under the Universal 
Postal Union. 

Assistant Postmaster General John M. Redding testified at our 
most recent bearings in the Eighty-second Congyess (p. 245): 

* * * UPU is an unstable rate. It is a negotiated rate. It has no re- 
lationship to cost. 

The present UPU rates for letter mail, for example, are presently 
$2.86 per ton-mile, which makes an extreme contrast with the present 
airline charges for the carriage of first-class passengers, approximately 
$0.70 per ton-mile, and an even more extreme contrast with the 
average revenue received by the airlines for the carriage of express 
and freight, which is about 35 cents per ton-mile. To adopt this 
UPU plan would therefore be to subject the Post Oflice Department 
to unreasonably high charges by our international airlines, the result 
of which would be to continue the large and undesirable Post Office 
deficit. It was pointed out in the House hearings, page 209, by 
Assistant Postmaster General Redding that adoption of the language 
contained in the majority bill, S. 436, would cost the Post Office ap- 
proximately $29,272,000 per vear more than would the cost-of-services- 
rendered formula contained in H. R. 508. 

These figures by the Post Office Department are very closely sub- 
stantiated by the Chairman of the Civil Aeronautics Board in his 
letter of June 2, 1950, to the chairman of the committee in which he 
protests that— 


Universal Postal Union payments would result in hidden subsidies of $21,927,000. 


It is contended by the majority that failure to pay our airlines this 
UPU rate would be to discriminate against United States-flag airlines 
in favor of foreign-flag airlines. This argument falls when it is noted 
that, as pointed out in the Postmaster General’s letter of February 1, 
1952, to the chairman of the committee, foreign governments pay us 
exactly the same rate for transporting their mail as we pay to them 
for transporting ours. ‘Therefore, there is not now, nor would there 
be under H. R. 508, any discrimination against United States-flag 
carriers in favor of foreign-flag carriers. In fact, the Post Office 
Department reports that the balance of this interchange of mail be- 
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tween our Government and foreign governments is distinctly in favor 
of the United States, to a profit of about $7,000,000 per vear, nearly 
all of which profit is passed along to our own United States-flag air- 
lines. The reason for this favorable balance is that the United States 
carries more mail tor foreign countries than foreign countries do in 
return for us, and the interchange, or UPU, rate being high, the result 
is a sizable profit for the United States Government and in particular 
for United States-flae carriers. 


However, to tie our own mail pay to our own airlines for carrying 
our own mail to this extremely high UPU rate would work greatly to 
the disadvantage of the Post Office Department and of the taxpayers 
who must pay the annual postal deficit. The Postmaster Genera! 
wrote that 


in one case, involving mail rates for extensive operations in Sou America 
Civil Aeronautics Board fixed a service rate of approximate $0.80 per ton-mile 
which under 8. 436 would have been $2.86 per ton-mile. 


In contrast to the majority bill, H. R. 508 provides no special rates 
for any airlines or group of airlines and treats them all equally under 
the same cost standard, as recommended in the above quotation from 
former President Hoover, and as recommended by the President in his 
1953 budget message where he pointed out that 
separation should apply nniform standards to all carriers, international 


domestic. 


It should be noted that the arguments in favor of paving interna- 
tional airlines on the basis of the UPU rates, instead of on the basis of 
cost of services rendered, are not new arguments, but have been pre- 
‘ j 


ted many times before to the Congress by the president of Pan 
American World Airways and others. These arguments have been 


< 


sen 


previously rejected by the Committee on Interstate and Foreign 
Commerce and by the House itself. We refer specifically to the 
congressiona! dehates of December 6, 1950. when it was contended by 
the gentleman from Arkansas, Mr. Harris, and the gentleman from 
California, \ir. Hinshaw, that H. R. 9184 of the Eight v-first Congress, 
wh ch had been reported by the Committee on Interstate (‘on rerce, 
was unsatisfactory in that it provided the same cost standard for our 
international carriers as was provided for our domestic and territorial 
‘arriers, Whereas the proper basis for international mail pay should 
have been the Universal Postal Union rate. 

The gentleman from Arkansas, Mr. Harris, offered as a substitute 
to the committee bill H. R. 9184, a measure previously introduced by 
the gentleman from New York, Mr. Hall, H. R. 9305 of the Eight y-first 
Congress, which he considered preferable in the matter of arrangements 
for mail pay to our international airlines, but the substitute was 
rejected on a division: Aves, 38; noes, 87 (96 Congressional Record, 
p. 16388, December 6. 1950 

While no new arguments have been advanced in favor of the 
UPU plan that were not advanced before the above decision of the 
House, it is of value to meet such arguments as are now reiterated in 
the majority report of this committee. 

It has been said that, in effeet, the United States would be repudi- 
ating its obligations under the Universal Postal! Union Convention if it 
did not adopt the UPU plan for mail pay to United States carriers. 
If that be so, then the United States has been derelict in its interna- 
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majority. All that is left im the way of a standard for mail pay is 
simply that which is considered ‘fair and reasonable’? by the Civil 
Aeronautics Board. 

The report of this committee in the Kighty-first Congress cogently 
demonstrated the dangers of dele ting » the cost standa rd: 

The alternative to fixing mail rates on the basis of cost is to fix such rates on 
the basis of the velue of the service. It appears to be the view of most authorities 
that to say that a rate is based on “value of service’? merely means that it is based 
on “what the traffie will bear.” 

Unfortunately, “what the traffic will bear,” which is the inevitable 
result of failure to provide a cost standard, means what the Post 
Office and the taxpayers can bear. It is our conviction that no such 
burden should be placed upon them. 

Secretary of Commerce Sawyer pointed out: 

Since the Government is the sole tender of air mail, value of service considera- 
tions which might conceivably be appropriate in the case of commercial traffic 
certainly should not be applied so far as air mail rates are concerned. The service 
which the Government receives should be paid for on the same basis that applies 
in other situations where competition is not possible; namely, cost plus a reason- 
able return on the investment devoted to the service. 

Eg sound principle is contained in H. R. 508 but is taken out of 

436 as reported by the majority. 

“The mi jority contend that they are here providing that air mail 
shall be paid for on the sam le basis as the railroad mail. It is true in 
theory that the majority bill provides the same adjectives as are pro- 
vided in the statute governing payment to the railroads. But the 
Post Office has testified that in practice mail pay to the railroads is 
argued out and settled before the Interstate Commerce Commission 
on the basis of cost, and thus the practice on railroad mail is exactly 
the same as the practice would be for air mail under the standards pro- 
vided in H.R. 508. 

The officials of the Post Office Department have testified specifi- 
cally: 

it must be clear that there is no constitutional question involved in 

fixing of a standard in the proposed legislation (H. R. 508) fixing subsidy-free 

air mail rates of ‘not to exceed reasonable cost plus a fair return.’ Phis standard 
is urged by the Post Office Department to the end that subsidy-free air mail rates 
may be fixed for the airlines under principles substantially similar to those ob- 


served 1n Xing raul 


way mail rates DY the Interstate Commerce Commission. 


In the Eighty-first Congress, the committee held, and was supported 
by unanimous vote of the House: 


\fter careful consideration of this problem, this committee recommends that 
the determination of a compensatory rate for the transportation of mail by air 
should be made on the basis of cost and that the Civil Aeronautics Board be 


directed by express provision to use this basis. 
We see no reason to change this sound principle. 
STANDARDS FOR ALLOCATING RECEIPTS AND EXPENDITURES 


Committee report of Slst Cong 


Clos ly related to the problem of the cost standard discussed’ above is the 
amendment to existing law, made by section 3 of the bill, which directs the Civi 
Aeronautics Board, on or before July 1, 1951, to prescribe sta anda rds by which ai: 


carriers, in keeping their accounts, records, and memoranda, shall alle cate receipts 


and expenditures among four classes of service (passenger, freight, express, and 
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mail). In fact, the provisions which relate to the cost standard (pa >) of the 














amended sec. 406 (a) ) expressly provide that the cost of the mail transportatior 
services rendered by an air carrier is to be computed in accordance with the stand- 
ards so prescribed by the Board. 

It is, of course, impossible to arrive at the cost of one servi re! 1 d by an alr 
carrier, such as its mail service, without arriving at the cost of the other services it 
renders. Furthermore, while it is true that the final determinat n of the cost to 
anv carrier of rendering mail services will have to be mad the proceeding for 
the fixing of the mail rate for s uri the making of 1 
be greatly facilitated if the carrier or carriers concer 1in the pl ( I hav 
been kee ping their accounts, records, and 1 moranda in ac nee \ 1 the 
general principles of cost allocation which, as required by paragra 2) of the 
amended section 406 (a), will be used in the proceeding. Nor is the of 
requiring adherence to these general princi} limite ( f -ma 
It will be helpful, for example, in determining the econ 
ticular service, in determining the amount of subsidy needed 1 UY 2 } 
ticular service, and for ascertaining the rate 1 by ar 
for any nonmail transportation service. 

SUBSEQUENT SuprortinG TEstTimon 
Tf the cost of mail services rendered is accepted as the proper stand- 


ard for mail pay in the future, as it is by the great preponderance of 
opinion in the executive branch, among other congressional commit 
tees, and among the publie, then itis essential to provide a means of 
getting at the cost figures 

The Hoover Commission Task Foree Report on Regulatory Com- 
missions stated: 


The mail rates should no longer inelude a need for subsidv element, but ( 
be based on the service rendered They should reflect a fair allocation of « 
between mail, passenger, and freight ser\ 

H. R. 508 requires such allocation of costs to be made by the airlines 
under standards preseribed by the Civil Aeronautics Board, as th 
House committee bill of the Ejightv-first Congress did. The only 


_~ 


subsequent change has been in deference to the ree 
Aeronautics Board not to be confined 


t 
of airline trafhie, VIZ. passengers and bag age, Ife ht, express, and 
7 


Il fest o 
1 ] 
O ti ! 


the four species 


mail, as previously specified in H. R. 9184 


Therefore, H. R. 508 simply requires that the airlines should allo 
costs “among the air transportation services rendered by thet 


This it is left to the discretion of the Civil Aeronautics Board hoy 
many categories there should be. 
This change, which was in the direction of compromise or conces 


5 ; : : . iY ; 
S1On, has been KHOWD as the brown amendment, offered Dex ember (¢, 


1950. In telegrams of December 11, 1950, to the gentlemen fron 
Massachusetts, Mr. Kennedy and Mr. Heselton, Dr. Robert L. John- 
: ‘Si ' ‘ ees | poe es ' 

son, the chairman of the ¢ itizens Committee tor the Hoover ihe pot 
stated: 

In message to Congressman Clarenc Brow! W ave defined 
to be the three essentials which any effective Measure must cor n and ha 
pointed out that the proposed changes so as far as they safely ma 
of compromise without weakening or negating the a 
Mr. Brown’s recommendation on cost allocation represents al 
mum, and we recommend keeping this provision a I v re H 


mittee hearings, S2d Cong., pp. 397-398 


The complete letter follows: 
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The following choice of language was placed before the Defense 
Department between: (a) the most restrictive—only ‘carriers holding 
a certificate authorizing transportation of mail by aircraft’? (embodied 
in S. 436 and also in the present majority bill; a term covering only 
the 51 lines now receiving mail pay, all of whom are members of the 
Air Transport Association); (6) the middle-ground definition—‘‘any 
certificated air carrier” (embodied in H. R. 508), which term covers 
all airlines holding a certificate of convenience and necessity, regard- 
less of what type of traffic is authorized in that certificate, therefore 
includes the 51 air mail lines and also 12 airlmes holding certificates 
for passengers and for freight but not mail; and (c) the broadest term 
“any air carrier,’ embodied in H. R. 4827, which includes not only 
the companies defined under (a) and (6) above but also some 2,000 
small nonscheduled airlines. 

Of these three choices, the Defense Department selected the middl 
one, as evidenced in this letter. 

DEPARTMENT OF THE AIR Foret 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 28. 194 


Hon. JOHN W. Hest LTON, 
House of Representatives 


DraR Mr. Hesevron: Thank vou for vour letter of Mareh 24, 1952, requesting 
the views of the Department of Defense concerning the eligibility of air carriers 
to apply for subsidies 

The Department of Defense would prefer that ‘‘any certificated air carrier’? be 
made eligible to apply for subsidy If mail pay is to have an actual service or 
use basis there would seem to be no reason to relate separaic subsidy payme4nits 
to the carrying of mail 

The Department of Defense has a twofold interest in defense requirements 
concerning civil aircraft. These requirements are for passenger and light cargo 


aircraft and heavy cargo transports. It is the opinion of the Department of 
Defense that it would be inconsistent to deny to the Government the possibility, 
if desirable in the national interest, of subsidizing operators of heavy freight 
aircraft requiring little conversion for military use. The requirements of passenger 
and freight traffic are both important to the military progran 

It is a pleasure to be of service to vou, and I hope vou will not hesits 
on me if T may be of further assistance to vou 

Sincerely vour 
R LL. Gruoparric 

The same answer, preference for any “certificated air carriers,” 
had also been given by the Postmaster General to the gentleman from 
Massachusetts, Mr. Kennedy. 


OFFICE OF THE POSTMASTER GENERAI 
Washington dD. dD ( ‘ Dece mb 1 Poole 1 
Hon. Jonn F. KENNEDY, 
Flouse of Re presentatives 
Dear ConGRESSMAN: This is in reply to vour telegram of December 10, 1950 
concerning H. R. 9184 
The Department should not be required to tender mail to air carriers certificated 
for purposes other than the needs of the postal service. The present language of 
H. R. 9184, page 4, line 12, ‘certificated air carriers,” would protect the Post 
Office Department from being required to tender mail and pay for services not 
actually required 
The Civil Aeronautics Board would be required to determine whether such 
nonmail carriers were entitled to subsidy support and to pay any subsidy from 
appropriation for that purpose, without involving the Post Office Department 
Sincerely vours, 
J. M. Denartpson, Postmaster Genere 


Therefore, while the language in H. R. 508 conforms with the logie in 
the House committee report of the Eighty-first Congress, with the 
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stated preference of the Defense Department and the Postmaster 
General, 5. 436 as reported by the majority is in conflict with all 
three authorities. 


Orner Derects or S. 436 as Rerporrep py THe Magoriry, IN 
COMPARISON TO H. R. SOS 


CONTRACTS 


S. 436 empowers the Civil Aeronautics Board to grant several year- 
subsidy contracts to the recipient airlines. This provision conflicts 
directly with the recommeadation of the Hoover Commission on 
Organization of the Executive Branch that: 

Losses and subsidies should be made clear each fiscal vear and passed upon by 
the Congress (Report on Federal Business Enterprises) 

The contract provision in S. 436 circumvents annual congressional 
review of the subsidies, diminishing congressional control over the 
amount of the subsidies granted to private airlines and the uses to 
which they will be put. Such a procedure would not cure, but add 
to what the House Post Office and Civil Service Committee described 
as 
the basic objection which is that, under the present situation, we have an admin- 
istrative board (meaning the Civil Aeronautics Board) allocating public funds 


through which basic public policies are established without action directly by the 
Congress. 


In no uncertain terms, the Bureau of the Budget recommended: 


Since subsidy contracts do not — necessary in the field of aviation, and 
since they may potentially involve the Government in substantial financial com- 
mitments, in excess of actual future needs, this Bureau urges deletion of this 
provision of 8. 436 (hearings, p. 44). 

This recommendation was not carried out in the majority reporting 
of S. 436. In contrast, H. R. 508 does not contain this objectionable 
contract provision and leaves future Congresses unfettered in their 
decisions to raise or lower airline subsidies. 


RECOVERY 


S. 436 gives the appearance of providing a recovery clause under 
which the Government would recapture any excess profits from cra- 
riers holding these subsidy contracts. Such recovery is illusory, how- 
ever, because the majority bill provides a base period for recovery no 
longer than the period during which subsidies are to be paid. Experi- 
ence in the maritime field * shows the necessity of having recovery 
provision on a long-term basis, longer if necessary than the period 
during which subsidies are being paid. The reason for this is that 
subsidy money to an airline might not show results in terms of large 
profits until several years after the payment of the subsidies, after 
which it would no longer be possible, under the language of the major- 
ity bill, for any recovery to be made for the taxpayers. In addition, 
the majority bill provides for such liberal deductions in computing 
profits on paper, that it is unlikely that any actual recovery would 
be achieved for the taxpayers and it would develop that there would 
be little possibility of return. 


1H. Rept. 1958, 80th Cong., by Mr. Rees from the Committee on Post Office and Civil Service. 
‘H. Doc. 213, 82d Cong 
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STANDARDS FOR SUBSIDIES 





The President in his 1951 budget message recommended that 
the standard by which subsidy practices are determined under existing legislation 
may itself merit review. 

No such review has been made in the subsidy provision being 
reported by the majority, aad those provisions combiaed with the 
restriction on eligibility to apply for the subsidy and combined with 
the contracts provision might bring about the effect of reenactment 
in worse degree of the present ‘‘need” section of the Civil Aeronautics 
Aet, which is considered such a detriment to efficiency and a deterrent 
to defense. 

While the majority bill has at least deleted the vague term 
‘economic development” from 5S. 436 as a purpose for subsidy, the 
majority bill is still insufficient im its emphasis on “national defense,” 
which, by contrast, is the primary test for any subsidy under H. R 
5OS 

RESTRICTIONS ON THE MOVEMENT OF MAIL 


‘The Postmaster General stated ta his letter of February 1, 1952, to 
the chairman of the committee that: “‘Other provisions of 5S. 436” 
(and we may remark that these eriticisms are still valid tn 5. 436 as 
reported by the m: jority of the committee) “would have an adverse 
effect on the postal service and may contribute materially to hidden 
subsidy. * * * They go far to make the air postal service the 
captive customer of the air carriers.” First among these restrictions 
is the provision m S. 436 as reported by the majority, mserted in 
two places (p. 2, line 16 and p. 5, line 4) that the Postmaster General 
shall not “withhold mail from an air carrier because the rate for the 
transportation of mail payable to suc h « "arrie rmay be higher than the 
rate payable to a competing air carrier.” The effect of this unfortut nate 
provision is to force the Post Office to make use of high-cost airlines, 
even though there would be no saving in time of delivery of the mail 
to the addressee. 

In addition, the Postmaster General noted, and his contention is 
still true with respect to 5. 436 as reported by the majority, that 


— 


* ” 


the minimum weight of 15 pounds proposed in the Senate bill would 
result in substantial payments for fictitious loads in excess of the actual mail load 
carried 

All these pomts are m our opinion sullicient to justify the conclusion 
of the Postmaster General that ‘true separation of subsidy from serv- 
ice mail rates, which I have consistently advocated, can be achieved 
but not under the proposals of the Senate.” Tn contrast the Post- 
master General has endorsed, with oaly minor chaages, ‘S. 436 as 
originally mtroduced,” which is word for word H. R. 508 


Views or rue Civit Akronacutics Boarpb, THE Post Orrice Depanrt- 
MENT, AND THE BUREAU OF THE BUDGET 


The following letters, expressing views with respect to the bill 
reported by the majority ol the aa. and with respect to the 
basic principles contained in EH. R. 508, have been received from the 


Chairman of the Civil Aeronautics asin the Postmaster General, 
and the Director of the Bureau of the Budget 
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Civit, AERONAUTICS BoaRrn, 
Washington 25, July 2, 1952 
Hon. Joun W. HeSELTON, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Hesevton: This is in reply to vour letter of June 28, 1952, in whieh 
you (1) inquire whether the Board’s objections to 8. 436 as passed by the Senate 
apply to the substitute bill recently reported by the majority of your committee 
and (2) request the Board to state again whether it is in favor of H. R. 508 

In view of the verv short time that we have to reply and your awareness of the 
great amount of detailed testimony and materials that the Board has furnished 
in the past couple of years with respect to various separation bills, including H. R. 
508, I assume that vou expect a brief statement dealing only with basie¢ points. 

1. The significant objective of separation legislation is to identify the amount 
of subsidy air carriers receive. This identification must be made as definitely 
and as fairly as is possible under the present state of development of the aeccount- 
ing and analytical sciences if the Government and the public are to place any 
trust in the result. Anything less than that will not quiet the demand that the 
subsidy be out in the open where it can be examined and evaluated. 

2. The Board reiterates its position that the fairest and most effective basis 
for separation in the domestic, overseas, and foreign fiélds is the cost to the ecar- 
riers of furnishing the mail service plus a reasonable return on the investment 
allocable to that service. 

3. With respect to foreign mail transportation, neither S. 436 nor the substitute 
bill reported by the majority of your committee provides for this effective basis 
for separation. Both of them contain a provision the practical effect of which is 
to require that the UPU rates be paid as the minimum compensatory rate for 
foreign mail transportation. Since the UPU rates are rates arrived at by bargain- 
ing among nations and are not fixed on the basis of recognized public utility rate- 
making principles, their employment as a standard for separation lacks the neces- 
sary validity to afford any one assurance that substantial subsidy does not remain 
hidden in the compensatory rate so fixed. The Board objects to this aspect of 
both S. 436 and the substitute bill. 

1. With respect to domestic and overseas mail transportation, S. 436 contains 

the standard which the Board endorses, that the compensatory rates shall be 
based on costs fairly assigned and apportioned. The Board objects to the substi- 
tute bill in that even with respect to domestie and overseas transportation it does 
not provide that the separation shall be made on the basis of costs plus a reason- 
able return, thus inviting the use of the ‘‘value of service’? concept in fixing 
compensatory rates in a field in which the government is the only purchaser of 
the service, with virtually unlimited ability to pay. Furthermore, both 8S. 436 
and the substitute bill contain a 15-pound minimum provision with which we do 
not agree and which will tend to give a windfall in view of the practical necessity 
of fixing rates on a system basis rather than on a station-to-station basis. 
5. H. R. 508 employs a cost standard for separation in domestic, overseas and 
foreign mail transportation, and in so doing is in aecord with what the Board 
believes to be essential if any meaningful identification of the amount of subsidy is 
to be made. Such identification goes to the very heart of any such separation 
legislation. However, the Board objects to the specific cost standard as stated 
in H. R. 508 and believes the proper cost standard is that set forth in section 406 
(a) (2) of S. 4346 

6. The Board is not in accord with the provisions of H. R. 58 insofar as sub- 
sidy is extended to all certificated carriers. The purpose of separation legislation 
should be to separate the compensatory part from the subsidy part-—not to extend 
at this late date in the development of air transportation subsidy to carriers who 
did not enter upon their programs with any expectation of receiving it. The Board 
feels that such an extension of eligibility for subsidy will tend to increase the 
government’s bill without corresponding benefits to the national interest. 

I wish to emphasize once more that I have confined my comments to the basic 
points. The Board is on record in detail with respect to some of the less important 
provisions of these and other bills. 

Sincerely yours, 
DonaLp W. Nyrop, Chatrman. 
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OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D. C., July 1, 1952. 
Hon. Joun W. HESELTON, 
House of Representatives. 

Drak CONGRESSMAN Hesevton: Your letter of June 28, 1952, requesting that 
you be advised as to whether the objections stated from time to time in my pre- 
vious correspondence, relating to S. 436, still apply in the case of the bill reported 
by the majority of vour committee and whether the basic principles of H. R. 508 
are satisfactory, has been received. 

The committee bill, transmitted with your letter, retains most of the objee- 
tionable features sct forth in my report of February 1, 1952, to the chairman of 
the committee. The reasons for my objections are fully stated in that report 
and were presented to your committee in detail by Assistant Postmaster General 


Redding and Associate Solicitor Wiprud in their testimony. Among the more 
object‘onable are the provisions in the committee bill which require that a ‘‘sub- 
sidv-free’” mail rete for United States international air carriers be fixed, for all 


practical purposes, at the maximum level established by the Universal Postal 
Union, and that the Postmaster General tender mail to a high-rate earrier though 
there be a competing carrier offering identical services at a lower rate. Such 
provisions will render substantially ineffective any effort to bring about a com- 
plete separation of all subsidy from mail payments to air carriers. 

I would like to emphasize again the importance of avoiding the establishment of 
nonsubsidy mail rates for United States international air carriers based upon 
Universal Postal Union rates. The latter are negotiated rates, having no relation- 
ship to the cost of providing the service. They are established by the Postal 
Congress to serve only as a basis for charges that one country may exact from 
another for the use of its air carrier. As such, they have been maintained at a 
relatively high level. This has worked to the advantage of United States air 
carriers, since the service they perform for foreign countries and the total com- 
pensation received therefrom is approximately five times greater than in the case 
of foreign carriers performing service for the United States. If this high rate, 
which now applies to only 4 pereent of United States mail, were established by 
law as the minimum for the remaining 96 percent, total international mail pay- 
ments to United States air carriers would be approximately three times greater 
than compensation under mail rates based on cost, plus a fair profit. Moreover, 
even if present UPU rates were 1educed as much as 50 percent, total payments 
would still be much greater than under rates based on cost, plus a fair profit 

In this relation, it should be noted that there is a provision in existing law and 
in the committee bill which prohibits the Postmaster General from paving more to 
foreign air carriers than foreign countries pay United States air carriers. This is 
the practice today and thus our air carriers are assured of nondiscriminators 
treatment in these matters in relation to foreign air carriers. This fact, together 
with the provision for adequate subsidy to United States air carriers, in addition 
to mail payments, insures equitable treatment to such carriers in transporting 
United States international mail. 

Thus, it must be clear that the minimum provision of the committee bill, 
applicable to international mail rates, would permit unduly high subsidies to 
remain in the mail pay and thereby defeat the purpose of this legislation, which 
is to completely and effeetively eliminate all subsidy from mail payments to air 
carriers 

As stated in the testimony of Assistant Postmaster General Redding, the 
provisions of H. R. 508, with certain modifications outlined by him, would be 
satisfactory. 

Sincerely yours, 
J. M. Dona.tpson, 


Postmaster Genera 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupcGer, 
Washington >” D. C., July 1, 1952 
Hon. Joun W. Hesevtron, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. HeseEttron: This is in reply te vour letter of June 28, 1952 
requesting comments of this Bureau on 8, 436, a bill to separate airline subsidy 
from mail pay, as recently reported bv the House Committee on Interstate and 
Foreign Commerce. In particular, vour letter asks whether objections which 
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were noted in this Bureau’s letter of April 7, 1952, commenting on the version of 
this bill passed by the Senate, would apply to the bill reported by the House 
comrnittee. 

The bill reported by the House committee omits one of the provisions which 
Was questioned in our previous letter; namely, the section establishing specific 
compensatory rates for initial application to domestic air-mail service. Un- 
fortunately, however, the reported bill is still subject to those objections which 
have been of principal concern to this Bureau and other executive agencies. 
In particular, we strongly oppose that provision of the bill which requires in effect 
that the Universal Postal Union rate scale be used as the basis for establishing 
the minimum mail rates to be paid by this Government to United States-flag 
‘arriers engaged in international air mail transportation. The reasons for our 
opposition to this provision were set forth in our letter of April 7, and in reports 
and testimony presented by other executive agencies, including the Civil Aero- 
nautics Board, the Post Office Department, and the Department of Commerce 
As pointed out in our previous letter, the rate levels established by the UPI 
are determined by processes of international negotiation, and do not bear any 
close relationship to rates that would result from normal regulatory proceedings. 
The UPU rates now in existence appear to exceed a reasonable cost level for pro- 
viding mail service, and in fact exceed the actual rates (including subsidy) that 
have been established by the CAB for some of our international airlines. To 
classify such UPU rates as ‘‘compensatory’’ would result in a continued payment 
of subsidy under the guise of service rates. Furthermore, in some cases it would 
actually result in larger payments to individual airlines than would otherwise be 
required to meet the combination of their subsidy need and their cost of handling 
mail, 

The bill reported by the House committee also retains, in modified form, the 
provisions of the Senate bill providing for multiyear contracts for the payment of 
subsidy. For reasons stated in our previous letter, this Bureau questions the 
suitability of such contracts in the field of airline subsidy. We recognize that sub- 
sidy contracts are now provided in the maritime field. However, as we pre- 
viously pointed out, there are significant differences between the merchant marine 
industry and the airline industry, which significantly limit the suitability of sub- 
sidy contracts in the latter field. As we also pointed out in our earlier letter, it 
is not clear how the obligations that might be incurred under these contracts would 
relate to congressionai action on subsidy appropriations for the CAB. It should 
be noted that the reported bill goes somewhat further than the Senate bill in the 
direction of establishing a contractual pattern for subsidy payments, in that it 
provides no other means of subsidizing the airlines, whereas the Senate version of 
the bill left the use of contracts to the discretion of the CAB. It should also be 
noted that, as modified in the reported bill, the provision for subsidy recapture 
contains several new features, the intended application of which is not clear to the 
Bureau at this time. Accordingly, the questions raised by this Bureau with 
respect to the Senate provisions would be even more applicable to the bill reported 
by the House committee. 

Our previous letter also called attention to certain questionable features of the 
general subsidy standards contained in the Senate version of 8S. 436. In part, 
these have been corrected in the bill reported by the House committee. However, 
there still remain, in our opinion, certain defects in the subsidy provisions. For 
example, the reported bill does not contain a provision, such as that contained in 
various other pending bills, specifically authorizing the establishment of subsidy 
rates by classes of carriers. Nor does it include language, similar to that now con- 
tained in the Civil Aeronautics Act, expressly directing the Board to take account 
of all other revenues of air carriers in establishing rates for subsidy payment. 

The reported bill also retains a number of features which were opposed pre- 
viously by other agencies, particularly by the Post Office Department. For ex- 
ample, the bill retains the provision establishing an arbitrary minimum of 15 
pounds, to be treated as an assumed mail dispatch to every point served, for pur- 
poses of computing mail payment. It is assumed that the Post Office Depart- 
ment will be indicating to vou independently its present comments on this and 
other provisions to which it previously objected. 

In addition to the above points, which have been substantially retained from the: 
Senate version of the bill, the bill reported by the House committee contains an 
important change which is regarded as undesirable by this Bureau. I refer to the 
omission of a cost standard as the basis for establishing compensatory mail rates 
Such a cost standard was included in the Senate version of 5. 436. As indicated 
by Senate Report No. 629 of the present Congress, the Senate committee gave 
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extensive consideration to the various alternative standards for establishing com- 
pensatory mail rates, and reached the conclusion that a standard related to the 
cost of handling mail would be the best means of assuring that rates would be set 
at reasonable levels. A similar cost standard was included in H. R. 9184, the bill 
passed by the House during the Fighty-first Congress. As indicated by Hous« 
Report No. 3041, Kighty-first Congress, the House Committee on Interstate and 
Foreign Commerce at that time reached much the same conclusion as was recently 
reached by the Senate committee, in terms of the desirability of basing compensa- 
tory mail rates on the cost of handling mail. In view of this background, it seems 
especially unfortunate that the cost standard has been omitted from the bill 
reported by the House committee. 

Your letter asks whether H. R. 508, or its basie principles, would be in accord 
with the program of the President. This Bureau transmitted, with its letter of 
April 7, a suggested revision of 8. 436, which incorporated the combined views of 
the executive agencies primarily interested in this subject. Our letter pointed 
out that the bill which we recommended would be similar in basie principle to 
H. R. 508, as well as to the bill passed by the House during the Eighty-first Con- 
gress (H. R. 9184). The main substantive difference between H. R. 508 and the 
bill recommended by this Bureau is that H. R. 508 would broaden subsidy eligi- 
bility to cover all certificated air carriers, rather than limiting such coverage to 
those carriers which are already eligible for subsidy. Exeept for this point, th 
general principles of H. R. 508 would be in accord with the program of the Presi- 
dent. This Bureau would, however, continue to prefer enactment of legislation 
containing the detailed provisions of the bill which we submitted to the Hous: 
committee on April 7, 1952. 

Sincerely vour, 
mr F, J. Law \rON, Director 


(‘ONCLUSION 


In conclusion, we believe that 5S. 436, as reported by the majority, 
is an air mail subsidy separation bill in title only. 

On the other hand, favorable House action on H. R. 508 would place 
upon the statute books another valuable reform recommended by the 
Hoover Commission, and in accordance with the program of the 
President and the sound principles of seven congressional committees 
under the chairmanship of men of both parties. We intend to offer 
it as a substitute and urge our colleagues in the House to support it 


JoHN W. Hesevron, 
CHas. A. WoLverron, 
Artur G. KLEIN, 
Witiram T. GRANAHAN, 
Lovis B. HeLurr, 
MoorGan AM. Movunper, 


By G. D. 


AppeNpDIx TO Minority Virws 


For the convenience of the Members, this appendix contains a 
section-by-section analysis of the provisions of H. R. 508, Eighty- 
second Congress, together with an analysis of the changes in existing 
law which would be made by those provisions. For the purposes of 
this appendix, the effective dates are represented not as they were set 
forth in H. R. 508 (which was introduced on January 3, 1951) but as 
they are contained in H. R. 8356 of the Eighty-second Congress 
(which is the same as H. R. 508 except for the applicable dates). 
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EXPLANATION BY SECTIONS OF SUBSTITUTE INTENDED TO BE OFFERED 
Section 1 


Section 1 of H. R. 8356 (which is the same as H. R. 508 except for 
affective dates) contains the short title for the legislation. 


Section 2 


Section 2 (a) of the bill substitutes new provisions for subsections 
(a), (b), and (c) of section 406 of the Civil Aeronautics Act of 1938. 

Paragraph (1) of the amended section 406 (a) directs the Civil 
Aeronautics Board from time to time to determine and fix fair and 
reasonable rates of compensation for the transportation of mail by 
aircraft, the facilities used and useful for such transportation, and the 
services connected with such transportation. The rates so deter- 
mined and fixed shall be effective from such date as the Board shall 
determine to be proper, but shall not be effective for any period prior 
to the institution of the proceeding under section 406 (a) in which 
they are determined and fixed. The Board has power under this 
paragraph (1) to prescribe the method or methods for ascertaining 
such rates of compensation, and may fix different rates for different 
air carriers, for different classes of air carriers, or for different classes 
of service, or may fix different rates on the basis of any other reason- 
able classification of carriers, services, routes and route segments, or 
combination thereof. The Civil Aeronautics Board shall publish 
such rates, and they shall be paid by the Postmaster General from 
appropriations for the transportation of mail by aircraft. 

Paragraph (2) of the amended section 406 (a) provides that such 
rates shall in no event exceed the reasonable and necessary cost to the 
air carrier of the mail transportation services rendered or the mail 
transportation services to be rendered, including a fair return. Such 
reasonable and necessary cost to the air carrier is to be ascertained 
with reference to reasonable and necessary cost under honest, eco- 
nomical, and efficient management. 

The phrase “including a fair return,”’ as used in paragraph (2) of the 
amended section 406 (a), refers to a fair return to the air carrier on its 
investment, but only so much of that investment as is properly allo- 
cable to facilities used or useful for rendering mail transportation 
Services. 

Paragraph (3) of the amended section 406 (a) authorizes the Board 
to prescribe temporary mail rates. The orders prescribing such rates 
may be issued with or without hearing. However, the paragraph 
provides that such temporary rates may be prescribed only pending 
the determination of final rates, and further, that when final rates are 
fixed they shall supersede the temporary rates for any period during 
which the temporary rates were in effect. 

Paragraph (1) of section 406 (b) of the Civil Aeronautics Act of 
1938, as it would be amended by subsection (a) of section 2 of the bill, 
provides that any petition to the Civil Aeronautics Board to fix com- 
pensatory mail rates must state and support in detail the rates the 
petitioner recommends as being fair and reasonable. 

Paragraph (2) of the amended section 406 (b) requires the Post- 
master General to introduce-into the record in each compensatory 
mail rate proceeding a comprehensive statement of all mail transpor- 
tation services which will be required of the air carrier, together with 
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any other information which the Postmaster General has which he 
deems, or which the Board deems, to be material to the rate-making 
proceeding. 

Paragraph (3) of the amended section 406 (b) is a procedural pro- 

vision which makes it clear that, in any proceeding to set a compensa- 
tory rate for the transportation of mail by air which is commenced 
by way of petition, the burden of proof will be on the petitioner. 

Paragraph (1) of subsection (c) of section 406 of the Civil Aero- 
nautics Act of 1938, as it would be amended by subsection (a) of sec- 
tion 2 of the bill, empowers the Civil Aeronautics Board to make sub- 
sidy payments to any air carrier holding a certificate authorizing it to 
engage in air-transportation. The amount of such subsidy would be 
that amount which the Board determines to be essential (when taken 
together with all the other actual and potential revenues of the carrier) 
to enable the carrier, under honest, economical, and efficient manage- 
ment, to maintain and continue the development of air transportation 
to the extent and of the character and quality required for the national 
defense, the commerce of the United States, or the postal service. 

Paragraph (1) of the amended section 406 (c¢) gives the Board 
power to make such subsidy payments on the basis of any reasonable 
classification of air carriers, services, routes and route segments, or 
any combination thereof, in addition to the power to make subsidy 
payments on the basis of ‘- a rminations relating solely to a particular 
air carrier. Subsidy payments would be for such periods as the Board 
may prescribe, but no subsidy payment may be made for any period 
prior to the institution of the subsidy proceeding. Finally, paragraph 
(1) of the amended section 406 (c) provides that the subsidy payments 
shall be made by the Board out of sums appropriated to the Board 
for the making of such payments. 

Paragraph (2) of the amended section 406 (c) provides that each 
petition under paragraph (1) for the fixing of a subsidy will have to 
state and support in detail the amount which the petitioner feels he is 
entitled to receive as subsidy. Furthermore, without regard to 
whether the subsidy proceeding began by the filing of a petition or 
whether it began upon the initiative of the Board, the air carrier would 
bear the burden of establishing the fact that a payment to such carrier 
is required for its operations under the standard set forth in the 
amended section 406 (¢), and also the burden of establishing the 
amount of the pews nt so required. In any subsidy proceeding, the 
fact that an air carrier may have been granted a certificate of public 
convenience aaa necessity authorizing it to offer certain services would 
not be held and considered conclusive of the question of whether or not 
such services are sufficiently required in the national interest to justify 
the amount of subsidy that would be required to keep such services in 
operation. 

Paragraph (3) of the amended section 406 (¢) gives the Board the 
authority, with or without hearing but upon a showing by the air 
carrier or carriers concerned of essentialitv and urgency, to make 
temporary subsidy payments pending the determination of final sub- 
sidy payments. This paragraph provides that any temporary 
subsidy payments made under it shall not be considered final, and 
that when final subsidy payments are determined they shall cover 
any period with respect to which a temporary subsidy payment was 
made and shall supersede such temporary subsidy payment for such 
period. 
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Subsection (b) of section 2 of the bill makes provision for the taking 
effect of the amendment to subsections (a), (b), and (c) of section 406 
of the Civil Aeronautics Act of 1938 made by subsection (a) of section 
2 of the bill. It provides that the amended subsections shall apply 
only with respect to the transportation of mail on or after October 1 
1952, and only with respect to operations in air transportation (and 
subsidy payments with respect thereto) occurring on or after such date. 

That is to say, with respect to mail carried prior to October 1, 1952, 
the provisions of existing law (which do not provide for separation 
between mail rates and subsidies) will govern and will continue in 
effect. However, with respect to mail carried on and after October 1, 
1952, and with respect to operations in air transportation occurring 
on and after such date, the provisions of section 406 (a), (b), and (¢ 
as amended by section 2 (a) of the bill, will be in effect from the enact- 
ment of this legislation. Thus, the Board will have authority at any 
time after the enactment of this legislation to conduct proceedings to 
determine the mail rates to be pene with respect to mail transportation 
performed on and after October 1, 1952, and the subsidies to be paid 
with respect to operations in air oto ation occurring on and after 
such date, and to issue orders providing for the rates and subsidies to 
be so paid. 


Section 8 


Section 3 of the bill would amend section 407 (d) of the Civil 
Aeronautics Act of 1938 by adding a new paragraph (2) providing 
that the Civil Aeronautics Board shall prescribe standards by which 
air carriers, in keeping their accounts, records, and memoranda, shall 
allocate all receipts from, and all expenditures for, the air transporta- 
tion services which they render. Such standards shall be prescribed 
on or before September 30, 1952, but only after notice _ hearing. 

The amendment further makes it unlawful after October 1952, for 
any carrier to allocate its receipts or expenditures, in mae any 
account, record, or memorandum, except in a manner which conforms 
to the standards for allocation prescribed by the Board. ‘The amend- 
ment would, however, permit an air carrier to make a different alloca- 
tion of receipts and expenditures in any additional account, record, 
4 memorandum kept pursuant to the proviso at the end of paragraph 

) of the amended section 407 (d). Under that proviso, an air carrier 
iS piaaa to keep accounts, records, and memoranda in addition 
to the accounts, records, and eae prescribed or approved by 
the Board, but only on condition (1) that the additional accounts, 
records, and memoranda do not impair the integrity of the accounts, 
records, and memoranda prescribed or approved by the Board, and 
2) that they do not constitute an undue financial burden on the 
carrier. 

Section 4 


Section 4 of the bill would amend section 206 of the Civil Aero- 
nautics Act of 1938, so as to provide that in its annual reports to the 
Congress the Civil Aeronautics Board shall include data relating to 
compensatory air-mail payments and to subsidy payments to air 
carriers. Such additional information to be included in the annual 
report shall contain a separate analysis of the bases for each compensa- 
tory air-mail payment, and a similar analysis for each subsidy pay- 
ment to an air carrier. 
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Section 5 


] 


Subsection (a) of section 5 of the bill would authorize the Civil 
Acronantics Board to make studies in connection with any provision of 
the bill. ‘This is intended primarily to permit the making of such 
studies as may be necessary to bring about, on October 1, 1952, the 
separation of subsidy from air-mail pay. The Board may make such 
studies directly Or May enter into contracts or arrangements under 
which such studies would be carried on by persons or organizations 
designated therefor jomtly by the Chairman of the Civil Aeronauties 
Board and by the chairmen of the Committees on Interstate and 
Foreign Cominerce of the House and Senate 

Subsection (b) of section 5 of the bill would direct the Civil Aero- 
nautics Board to report on or before January 1, 1953, to the Congress 
with respect to the amount the Board estimates wil be required for 
compensatory air-mail pay, and with respect to the amount it esti- 
mates will be required for subsidy payments to air carriers, for the 
fiscal vear ending June 30, 1954. The report will include a study of 
potential revenues of the air carriers from air traffic, and of potential 
economies in airline costs, together with any other factors which are 
pertinent to the development of the air transportation industry in the 
national mterest but with the least possible expenditures by the 
Federal Government 

Subsection (¢) of section 5 of the bill authorizes the appropriation of 
such sums as may be necessary to carry out the studies, and to prepare 
the report, covered by subsections (a) and (b) of section 5 of the bill. 
The sums so appropriated shall not exceed $300,000 in the aggregate 


CHANGES IN EXISTING LAW 


Changes in existing law proposed to be made by He R S356 which 
is the same as H. R. 508 except for the effective dates) are shown as 
follows (existing law proposed to be omitted is enclosed in’ black 
brackets, new matter is printed m italics, existing law in which no 
change is proposed is shown in roman 


( Ivil AKRONAUTICS Acr or 1438 ~ AMENDED 


RATES FOR TRANSPORTATION OF MAITII iND SUBSIDY FOI! SSENI [ I FT 
OPERATION 


Authority To Fix Com pensato Rate : 


Sec. 406. (a 1) The [Authority] Ci leronautics Roard is empowered and 
directed, upon its own initiative or upon petition of the Postmaster General or 


an air carrier, [(1)] to [fix and determine] determine and fix from time to time, 


after notice and hearing, [the] fair and reasonable rates of compensati for 
the transportation of mail by aircraft, the facilities used and useful therefor, and 
the services connected therewith (including the transportation of mail by an air 
carrier by other means than aircraft whenever such transportation is incidental 
to the transportation of mail by aircraft or is made necessary by conditions of 
emergency arising from aireraft operatio bv each holder of a certificate author 
zing the transportation of mail bv aircraft, and to make such rates effective 
from sueh [date] date, atte the institution of ti proceeding niler ft eyl tion. 
as it shall determine to be proper L 2 J] to preset be the method or metho by 
aircraft-mile, pound-mile, weight, space, or any combination thereof, or other 
wise, for ascertaining such rates of compensation [for each air carrier or class 
of alr carriers J and C(3 to publish the same: and the rates so fixed and deter- 
mined J te a different ates fon different air carrier oO 
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so determined and fixed shall be published by the Board and shall be paid by the 
Postmaster General from appropriations for the transportation of mail by aircraft. 

(2) The rates determined and fired under paragraph (1) of this subsection shall 
in no event exceed the reasonable and necessary cost to the air carrier, under honest, 
economical, and efficient management, of the mail transportation services rendered 
or to be rendered, including a fair return. 

(3) The Board is authorized to issue orders, with or without hearing, prescribing 
temporary rates for the transportation of mail pending determination of final rates. 
Such temporary rates shall not be considered final for any period and shall be supersed- 
ed by the final rates fixed for the periods during which the temporary rates were in effect 


LRate-Making Elements 


[(b) In fixing and determining fair and reasonable rates of compensation under 
this section, the Authority, considering the conditions peculiar to transportation 
by aircraft and to the particular air carrier or class of air carriers, may fix different 
rates for different air carriers or classes of air carriers, and different classes of 
service. In determining the rate in each case, the Authority shall take into 
consideration, among other factors, the condition that such air carriers may hold 
and operate under certificates authorizing the carriage of mail only by providing 
necessary and adequate facilities and service for the transportation of mail; such 
standards respecting the character and quality of service to be rendered by air 
carriers as may be prescribed by or pursuant to law; and the need of each such air 
carrier for compensation for the transportation of mail sufficient to insure the 
performance of such service, and, tegether with all other revenue of the air carrier, 
to enable such air carrier under honest, economical, and efficient management, 
to maintain and continue the development of air transportation to the extent and 
of the character and quality required for the commerce of the United States, the 
Postal Service, and the national defense. 


[Statement of Postmaster General and Carrier 


[ic) Any petition for the fixing of fair and reasonable rates of compensation 
under this section shall include a statement of the rate the petitioner believes to 
be fair and reasonable. The Postmaster General shall introduce as part of the 
record in all proceedings under this section a comprehensive statement of all 
service to be required of the air carrier and such other information in his possession 
as may be deemed by the Authority to be material to the inquiry.] 


Recommendations as to Rates 


(b) (1) Any petition for the fixing of rates under subsection (a) of this section 
shall state and support in detail the rates recommended by the petitioner as being fair 
and reasonable. 

(2) The Postmaster General shall introduce as a part of the record in all proceedings 
under subsection (a) of this section a comprehensive statement of all service to be 
required of the air carrier and such other information in his possession as he deems 
or as may be deemed by the Board, to be material to the inquiry. 

(3) The burden of proof in any proceeding under subsection (a) of this section 
which is initiated by petition shall be with the petitioner. 


Subsidy for Essential Aircraft Operation 


c) (1) The Board is empowered, upon tts own initiative, or upon the petition of 
the air carriers, to make, after notice and hearing, subsidy payments to a certificated 
air carrier in amounts determined by the Board to be essential (when taken together 
with all the other actual and potential revenues of the air carrier) to enable the ai 
carrier under honest, economical, and effictent management to maintain and con- 
tinue the development of air transportation to the extent and of the character and quality 
required for the national defense, the commerce of the United States, or the postal 
service. The Board is empowered to make subsidy payments for indimdual air 
carriers or classes of air carriers, or on the basis of any other reasonable classification 
of carrier { route segments, or any combination the reof, and to 


$, services, routes and 
prescribe the method or methods of such’ payments and duration of period for which 


applicable. The Board may make such subsidy payments effective from such date, 
after the institution of the proceeding under this subsection, as it shall determine to be 
proper Payments under this subsection shall be made by the Board out of sums 


appropriated to the Board for such purpose. 
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records, and memoranda to be kept by air carriers, includir the a ints 
records, and memoranda of the movement of traffic, as well as of the receipts ar 
expenditures of money, and the leneth of time such accounts, 1 | 
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accounts, records, or memoranda other than tl 
Authority: Provided, That any air carrier may keep addition: 
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82p CONGRESS HOUSE OF REPRESENTATIVES | REPORT 


2d Session No. 2440 


DISTRICT OF COLUMBIA APPROPRIATION BILL, 1953 


JuLy 2, 1952.—Ordered to be printed 


UNIV. OF MICH. 


r. YATES, from the committee of conference, 
submitted the following 


LAW LIBRARY 


REPORT 


[To accompany H. R. 7216] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7216) 
making appropriations for the government of the District of Columbia 
and other activities chargeable in whole or in part against the revenues 
of such District for the fiscal year ending June 30, 1953, and for other 
purposes, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 29, 38, 64, 
and 65. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 20, 34, 35, 37, 48, 50, and 61, and agree to the 
same. 


Amendment numbered 1: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $10,000,000; 
and the Senate agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $321 800. and 
the Senate agree to the same. 


Amendment numbered 3: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 3, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $7,500; and 
the Senate agree to the same. 
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Amendment numbered 4: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 4, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $348,000; and 
the Senate agree to the same. 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the stme with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $135,400; and 
the Senate agree to the same. 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $23,300; and 
the Senate agree to the same. 

Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $7,992,000; 
and the Senate agree to the same. 

Amendment numbered 8: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 8, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $28,150; and 
the Senate agree to the same. 

Amendment numbered 9: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 9, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $114,100; and 
the Senate agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $83,600; and 
the Senate agree to the same. 


Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $64,400; and 
the Senate agree to the same. 


Reto 
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Amendment numbered 12: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $86,500; and 
the Senate agree to the same. 


Amendment numbered 13: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $179,000; and 
the Senate agree to the same. 


Amendment numbered 14: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 14, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $86,000; and 
the Senate agree to the same. 


Amendment numbered 15: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 15, and agree to the same with an amendment 
as follows: 

In lieu of the same proposed by said amendment insert $78,500; and 
the Senate agree to the same. 


Amendment numbered 16: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 16, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $253,000; and 
the Senate agree to the same. 


Amendment numbered 17: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 17, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $47,000; and 
the Senate agree to the same. 


Amendment numbered 18: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $147,700; 
and the Senate agree to the same. 


Amendment numbered 19: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $38,/00; and 
the Senate agree to the same. 
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Amendment numbered 21: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 21, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $19,201,600; 
and the Senate agree to the same. 

Amendment numbered 22: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 22, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $254,600; 
and the Senate agree to the same. 

Amendment numbered 23: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 23, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,880,000 ; 
and the Senate agree to the same. 


Amendment numbered 24: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 24, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,490,000 ; 
and the Senate agree to the same. 

Amendment numbered 25: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 25, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,555,000 ; 
and the Senate agree to the same. 

Amendment numbered 26: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $10,050,000 ; 
and the Senate agree to the same. 


Amendment numbered 27: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $1,300,000 ; 
and the Senate agree to the same. 


Amendment numbered 28: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,250,000 ; 
and the Senate agree to the same. 
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Amendment numbered 30: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 30, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $1,142,400; 
and the Senate agree to the same. 


Amendment numbered 31: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,800,000; 
and the Senate agree to the same. 


Amendment numbered 32: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 32, and agree to the sume with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,485,500; 
and the Senate agree to the same. 

Amendment numbered 33: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,460,000; 
and the Senate agree to the same. 

Amendment numbered 36: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 36, and agree to the same with an amendment as 
follows: 

leu o es oposed by said amendment insert $4,062,500; 

In heu of the sum pro} l by said at iment rt $4,062,500; 

and the Senate agree to the same. 


Amendment numbered 39: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 39, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $4,590,000; 
and the Senate agree to the same. 

Amendment numbered 40: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 40, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,140,000; 
and the Senate agree to the same. 


Amendment Numbered 42: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 42, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $80,000; and 
the Senate agree to the same. 
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Amendment numbered 43: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 43, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $114,000; 
and the Senate agree to the same. 

Amendment numbered 44: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 44, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $840,000; 
and the Senate agree to the same, 


Amendment numbered 45: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 45, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,715,000; 
and the Senate agree to the same. 

Amendment numbered 46: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 46, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $110,500; 
and the Senate agree to the same. 


Amendment numbered 47: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 47, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $105,000; 
and the Senate agree to the same. 

Amendment numbered 49: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 49, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,670,000; 
and the Senate agree to the same. 

Amendment numbered 52: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 52, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $7,220,000; 
and the Senate agree to the same. 


Amendment numbered 53: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 53, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $345,000; 
and the Senate agree to the same. 
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Amendment numbered 54: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 54, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $/05,000; 
and the Senate agree to the same. 

Amendment numbered 55: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 55, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $ 
and the Senate agree to the same. 


Sf NY . 
4,007 OOO; 


Amendment numbered 56: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 56, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $97,500: and 
the Senate agree to the same. 


Amendment numbered 58: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 58, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,537,000; 
and the Senate agree to the same. 

Amendment numbered 59: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 59, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,423,000; 
and the Senate agree to the same. 


Amendment numbered 60: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 60, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $/,942,000; 
and the Senate agree to the same. 


Amendment numbered 62: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 62, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,025,000; 
and the Senate agree to the same. 


Amendment numbered 63: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 63, and agree to the same with as amendment 
as follows: 
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In lieu of the sum proposed by said amendment insert $98,000; 


and the Senate agree to the same. 


The committee of conference report in disagreement amendments 


numbered 41, 51, 57, and 66. 





Srpngey R. Yarss, 

Foster FuRcOLO, 

JAMIE L. WHITTEN, 
Henry M. Jackson, 
LoweE.Lt SrockKMAN, 
Eart WIxson, 

H. Cart ANDERSEN, 

Managers on the Part of the House. 


Lister HI, 
JosEePpH C. O’Manoney, 
Joun L. McC Le.ian, 
Lester C. Hunt, 
Homer FrErGuson, 
Jor McCarray, 

Managers on the Part of the Senate. 


ee 








——— 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendments of the Senate to 
the bill (H. R. 7216) making appropriations for the government of the 
District of Columbia and other activities chargeable in whole or in 
part against the revenues of such District for the fiscal year ending 
June 30, 1953, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon and recommended 
in the accompanying conference report as to each of such amendments, 
namely: 

Amendment No. 1: Appropriates $10,000,000 as the Federal con- 
tribution to the District of Columbia instead of $8,600,000 as proposed 
by the House and $11,000,000 as proposed by the Senate. 


GENERAL ADMINISTRATION 


Amendment No. 2: Appropriates $321,800 for the Executive Office 
instead of $316,000 as proposed by the House and $327,540 as pro- 
posed by the Senate. 

Amendment No. 3: Appropriates $7,500 for ceremony expenses 
instead of $5,000 as proposed by the House and $10,000 as proposed 
by the Senate. 

Amendment No. 4: Appropriates $348,000 for the Office of the 
Corporation Counsel instead of $340,000 as proposed by the House 
and $356,000 as proposed by the Senate. 

Amendment No. 5: Appropriates $135,400 for the Purchasing Divi- 
sion instead of $134,000 as proposed by the House and $136,750 as 
proposed by the Senate. 

Amendment No. 6: Appropriates $23,300 for the Board of Tax 
Appeals instead of $23,000 as proposed by the House and $23,700 as 
proposed by the Senate. 

FISCAL SERVICE 


Amendment No. 7: Appropriates $1,992,000 for salaries and ex- 
penses, fiscal service, instead of $1,972,000 as proposed by the House 
and $2,012,000 as proposed by the Senate. 

Amendment No. 8: Provides that $28,150 shall be paid from the 
highway fund toward the fiscal service instead of $28,000 as proposed 
by the House and $28,300 as proposed by the Senate. 


REGULATORY AGENCIES 


Amendment No. 9: Appropriates $114,100 for the Alcoholic Bever- 
age Control Board instead of $111,000 as proposed by the House and 
$117,200 as proposed by the Senate. 

Amendment No. 10: Appropriates $83,600 for the Board of Parole 
instead of $81,000 as proposed by the House and $86,200 as proposed 
by the Senate. 


9 
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Amendment No. 11: Appropriates $64,400 for the Coroner’s office 
instead of $64,000 as proposed by the House and $64,800 as proposed 
by the Senate. 

Amendment No. 12: Appropriates $86,500 for the Department of 
Insurance instead of $83,000 as proposed by the House and $90,500 
as proposed by the Senate. 

Amendment No. 13: Appropriates $179,000 for the Department of 
Weights, Measures, and Markets instead of $175,000 as proposed by 
the House and $183,000 as proposed by the Senate. 

Amendment No. 14: Appropriates $86,000 for the License Bureau 
instead of $85,000 as proposed by the House and $87,100 as proposed 
by the Senate. 

Amendment No. 15: Appropriates $78,500 for the Minimum Wage 
and Industrial Safety Board instead of $75,000 as proposed by the 
House and $82,100 as proposed by the Senate. 

Amendment No. 16: Appropriates $253,000 for Office of the Re- 
corder of Deeds instead of $249,000 as proposed by the House and 
$257,000 as proposed by the Senate. 

Amendment No. 17: Appropriates $47,000 for the Poundmaster’s 
office instead of $45,000 as proposed by the House and $49,000 as pro- 
posed by the Senate. 

Amendment No. 18: Appropriates $147,700 for the Public Utilities 
Commission instead of $147,000 as proposed by the House and 
$148,400 as proposed by the Senate. 

Amendment No. 19: Appropriates $38,100 for the Zoning Commis- 
sion instead of $37,000 as proposed by the House and $39,200 as pro- 
posed by the Senate. 

PUBLIC SCHOOLS 


Amendment No. 20: Inserts clarifying language as proposed by the 
Senate, 

Amendment No. 21: Appropriates $19,201,600 for general adminis- 
tration, supervision, and instruction instead of $18,915,000 as pro- 
posed by the House and $19,315,000 as proposed by the Senate. Of 
the increase allowed above the House figure, $36,600 earmarked 
specifically for auxiliary educational services. 

Amendment No. 22: Appropriates $254,600 for vocational education 
under the George-Barden program instead of $247,000 as proposed 
by the House and $262,324 as proposed by the Senate. 

Amendment No. 23: Appropriates $4,880,000 for operation and 
maintenance of buildings, etc., instead of $4,840,000 as proposed by 
the House and $4,900,000 as proposed by the Senate. 


PUBLIC LIBRARY 


Amendment No. 24: Appropriates $1,490,000 for necessary expenses 
instead of $1,440,000 as proposed by the House and $1,515,000 as 
proposed by the Senate. 


RECREATION DEPARTMENT 
Amendment No. 25: Appropriates $1,555,000 for operating expenses 


instead of $1,550,000 as proposed by the House and $1,562,500 as 
proposed by the Senate. 
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METROPOLITAN POLICE 


Amendment No. 26: Appropriates $10,050,000 for necessary ex- 
penses instead of $9,750,000 as proposed by the House and $10,250,000 
as proposed by the Senate. 

Amendment No. 27: Provides that $1,300,000 of the appropriation 
under amendment number 26 shall be derived from the highway fund 
instead of $1,280,000 as proposed by the House and $1,360,000 as 
proposed by the Senate. 


FIRE DEPARTMENT 


Amendment No. 28: Appropriates $5,250,000 for necessary expenses 
instead of $5,150,000 as proposed by the House and $5,277,000 as 
proposed by the Senate. 


VETERANS’ SERVICES 


Amendment No. 29: Appropriates $80,000 as proposed by the House 
instead of $120,000 as proposed by the Senate. 


COURTS 


Amendment No. 30: Appropriates $1,142,400 for District of Colum- 
bia courts instead of $1,100,000 as proposed by the House and 
$1,164,300 as proposed by the Senate. Of the amount allowed above 
the amount of the House figure, it is the intention of the conferees that 
$30,000 shall be for, jury service and $12,400 for the Juvenile court. 


HEALTH DEPARTMENT 


Amendment No. 31: Appropriates $2,800,000 for general administra- 
tion instead of $2,675,000 as proposed by the House and $2,915,000 as 
proposed by the Senate. Of the amount approved it is the intention 
of the conferees that $25,000 shall be used for visiting nurses’ activities. 

Amendment No. 32: Appropriates $2,485,500 for operating expenses 
of Glenn Dale Sanatorium instead of $2,450,000 as proposed by the 
House and $2,521,000 as proposed by the Senate. 

Amendment No. 33: Appropriates $5,460,000 for operating expenses 
of Gallinger Hospital instead of $5,400,000 as proposed by the House 
and $5,532,000 as proposed by the Senate. 

Amendment No. 34: Appropriates $676,875 for medical charities as 
proposed by the Senate instead of $600,000 as proposed by the House. 

Amendment No. 35: Permits not to exceed $10 per diem for in- 
patient care as proposed by the Senate instead of $9 as proposed by 
the House. 

DEPARTMENT OF CORRECTIONS 

Amendment No. 36: Appropriates $4,062,500 for operating expenses 
instead of $4,000,000 as proposed by the House and $4,125,000 as 
proposed by the Senate. 

Amendment No. 37: Appropriates $85,000 for capital outlay as pro- 
posed by the Senate instead of $65,000 as proposed by the House. 
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PUBLIC WELFARE 


Amendment No. 38: Appropriates $100,000 for necessary expenses 
as proposed by the House instead of $109,000 as proposed by the 
Senate. 

Amendment No. 39: Appropriates $4,590,000 for agency services 
instead of $4,560,000 as proposed by the House and $4,615,000 as 
proposed by the Senate. 

Amendment No. 40: Appropriates $3,140,000 for operating ex- 
penses, protective institutions instead of $3,040,000 as proposed by 
the House and $3,236,000 as proposed by the Senate. 

Amendment No. 41: Reported in disagreement. 


PUBLIC WORKS 


Amendment No. 42: Appropriates $80,000 for office of the chief 
clerk instead of $78,000 as proposed by the House and $81,400 as 
proposed by the Senate. 

Amendment No. 43: Appropriates $114,000 for Office of the 
Municipal Architect instead of $110,000 as proposed by the House 
and $118,500 as proposed by the Senate. 

Amendment No. 44: Appropriates $840,000 for Department of 
Inspections instead of $800,000 as proposed by the House and $879,600 
as proposed by the Senate. 

Amendment No. 45: Appropriates $1,715,000 for operating ex- 
penses, Electrical Division instead of $1,675,060 as proposed by the 
House and $1,755,000 as proposed by the Senate. 

Amendment No. 46: Appropriates $110,500 for capital outlay, 
electrical division instead of $78,000 as proposed by the House and 
$143,000 as proposed by the Senate. 

Amendment No. 47: Appropriates $105,000 for the central garage 
instead of $100,000 as proposed by the House and $110,100 as pro- 
posed by the Senate. 

Amendment No. 48: Strikes out House language for suow removal. 
Similar language is inserted later in the bill under the appropriation 
for the Division of Sanitation. 

Amenijiment No. 49: Appropriates $2,670,000 for operating ex- 
penses, Street and Bridge Divisions, instead of $2,620,060 as proposed 
by the House and $2,722,000 as proposed by the Senate. 

Amendment No. 50: Appropriates $5,056,000 for capital outlay, 
Street and Bridge Divisions, as proposed by the Senate instead of 
$4,374,000 as proposed by the House. 

Amendment No. 51: Reported in disagreement. 

Amendment No. 52: Appropriates $1,220,000 for the Department 
of Vehicles and Traffic instead of $1,175,000 as proposed by the House 
and $1,2€5,000 as proposed by the Senate. 

Amendment No. 53: Appropriates $345,000 for the Division of 
Trees and Parking instead of $325,000 as proposed by the House and 
$366,800 as proposed by the Senate. 

Amendment No. 54: Appropriates $105,000 for Motor-Vehicle 
Parking Agency instead of $90,000 as proposed by the House and 
$120,000 as proposed by the Senate. 

Amendment No. 55: Appropriates $4,507,000 for operating ex- 
penses, Division of Sanitation, instead of $4,475,000 as proposed by 
the House and $4,538,000 as proposed by the Senate. 
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Amendment No. 56: Provides that $97,500 of the appropriation in 
amendment No. 55 shall be derived from the highway fund instead 
of $95,000 as proposed by the House and $100 000 as proposed by the 
Senate. 

Amendment No. 57: Reported in disagreement. This amendment 
establishes under the Division of Sanitation authority to expend funds 
for snow removal which was previously carried under operating ex- 
penses, Street and Bridge Divisions. In deleting Senate language in 
connection with the plan for snow traffic control the conferees avoid 
giving congressional approval to the plan that was announced last 
winter, believing that the plan was ill-conceived and is not practical 
or feasible. 

Amendment No. 58: Appropriates $1,537,000 for operating expenses, 
Sewer Division, instead of $1,492,000 as proposed by the House and 
$1,582,000 as proposed by the Senate. 

Amendment No. 59: Appropriates $2,423,000 for operating expenses, 
Water Division, instead of $2,365,000 as proposed by the House and 
$2,480,000 as proposed by the Senate. 


WASHINGTON AQUEDUCT 


Amendment No. 60: Appropriates $1,942,000 for operating expenses 
instead of $1,930,000 as proposed by the House and $1,953,000 as 
proposed by the Senate. 

NATIONAL GUARD 


Amendment No. 61: Appropriates $115,000 as proposed by the 
Senate instead of $105,000 as proposed by the House. 


NATIONAL CAPITAL PARKS 


Amendment No. 62: Appropriates $2,025,000 for necessary ex- 

ppro} 
penses instead of $1,975,000 as proposed by the House and $2,092,000 
as proposed by the Senate. 


NATIONAL CAPITAL PARK AND PLANNING COMMISSION 


Amendment No. 63: Appropriates $98,000 for necessary expenses 
instead of $90,000 as proposed by the House and $108,200 as proposed 
by the Se nate. 

GENERAL PROVISIONS 


Amendment No. 64: Permits not to exceed $55,000 to be used for 
automobile allowances as proposed by the House instead of $59,000 
as proposed by the Senate. 

Amendment No. 65: Permits not to exceed $15,000 to be used for 
expenses of attendance at meetings and payment of dues as proposed 
by the House instead of $17,000 as proposed by the Senate. 

Amendment No. 66: Reported in disagreement. 

In the case of several appropriations having multiple activities, it 
is the consensus of the conferees that the items appealed by the Dis- 
trict officials in their requests for restoration of amounts reduced by 
the House, represent laudable and worth-while activities. The con- 
ferees, therefore, direct that those activities on which appeals were 








14 DISTRICT OF COLUMBIA APPROPRIATION BILL, 1953 


made, and for which the Senate approved increases, shall be under- 
taken within the funds herein provided and that other, less-meritorious 
activities be reduced if retrenchment is necessary in order to carry 
out the more desirable programs. 

SipneY R. Yarns, 

Fosrpr FuRcoLo, 

Jamig L. WuHrrren, 

Henry M. Jackson, 

LOWELL STOCKMAN, 

KarRL WILSON, 

H. Cart ANDERSEN, 

Managers on the Part of the House. 
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iV IBRARY 
Mr. Wurrren, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 
(To accompany H. R. 7314} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7314) 
making appropriations for the Department of Agriculture for the 
fiscal year ending June 30, 1953, and for other purposes, having met, 
after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 1, 3, 4, 9, 
12, 14, 15, 16, 23, 25, and 34. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 5, 24, 26, 27, 29, 30, 31, 32, 33, and 36, and 
agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,370,500; 
and the Senate agree to the same. 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,756,000; 
and the Senate agree to the same. 
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Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment 
as follows: 

In lieu of the sum named in said amendment insert $75,000; and 
the Senate agree to the same. 

Amendment numbered 8: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 8, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $14,160,000; 
and the Senate agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $11,465,000; 
and the Senate agree to the same. 


Amendment numbered 13: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,350,000 ; 
and the Senate agree to the same. 


Amendment numbered 17: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 17, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $29,550,000 ; 
and the Senate agree to the same. 

Amendment numbered 18: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,400,000; 
and the Senate agree to the same. 


Amendment numbered 19: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $11,000,000; 
and the Senate agree to the same. 

Amendment numbered 22: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 22, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert: 

For artificial revégetation, construction, and maintenance of range 
improvements, control of rodents, and eradication of poisonous and 
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norious plants on national forests as authorized by section 12 of the Act 
of April 24, 1950 (Public Law 478), $310,000, to remain available until 
expended; and the unobligated balance of the appropriation under this 
head in the Department of Agriculture Appropriation Act, 1952 (Public 
Law 135, Eighty-second Congress) is hereby continued available, but not 
subject to the provision relating to the use of such appropriation ineluded 
in such Act. 

And the Senate agree to the same. 


Amendment numbered 35: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 35, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $600,000; 
and the Senate agree to the same. 


Amendment numbered 37: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 37, and agree to the same with an amendment 
as follows 

In lieu of the matter stricken out and inserted by said amendment 
~ 

410. No part of any appropriation or authorization con tained an 
a "et shall be used to pay the compensation of any incumbent a ppoin ted 
to any civil office or position w hich may become vacant during the fiseal 
year beginning on July 1, 1952: Provided, That this inhibition shall not 
apply to 
(a) not to exceed 25 per centum of all vacancies; 
(b) positions filled from within the department; 
(c) offices or positions required by law to be filled by appointment 
of the President by and with the advice and consent of the Senate; 
(d) seasonal and casual workers; 
(e) employees in grade s CPC 1, 2, and 3 
( f) employee 8 worki ing in field activ ities; 
(q) employees paid. from funds for rese arch; 
(h) employees of the crop and livestock re porting seri 
(i) employees paid from funds of the Federal ae alia Credit 
Banks, Production Credit Corpor ations, and the Farm Credit Ad- 
ministration except the portion thereof provided by direct ¢ ppropria- 
tion from the General Fund of the Treasury; 
(j) ) employees paid from funds for marketing services; 
(k) employees of the Rural E lectrification . Administration: 
(1) employees of the Soil Conservation Service; 
(m) employees of meat inspection and other regulatory services; 
(n) employees of the Forest Service: 
Provided further, That when the total number of personnel subject to 
this section has been reduced to 90 per ce ntum of the total provided for i) 
the budget estimates for 19538, such limitation may Cease to ap »ply and 
said 90 per centum shall become a ceiling for employment during the fiseal 
year 1958, and if exeeded at any time during fiscal year 1953 this pro- 
vision shall again become operative. 
And the Senate agree to the same. 
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Amendment numbered 38: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 38, and agree to the same with an amendment 
as follows: 

In line 8 of paragraph (b) of said amendment strike out the word 

“radio” and insert in lieu thereof individual or network radio and 
television; and the Senate agree to the same. 





The committee of conference report in disagreement amendments 
numbered 11, 20, 21, 28, and 39. 
Jamis L. Warren 
E. H. Hepricx, 
FreD MARSHALL, 
CLARENCE CANNON, 
H. Cart ANDERSEN, 
Watt Horan, 
JoHN TABER, 
Managers on the Part of the House. 


Ricuarp B. Russe.t, 
Cart HaypEn, 
JoserpH C. O’MaAHoney, 
Pat McCarran, 
ALLEN J. ELLENDER, 
Mitton R. Younae, 
Homer FerGuson (except 
as to No. 37), 
Guy Corpon, 
Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF Hk HOT 


The managers on the part of the House at the conference on thi 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7314) making appropriations for the Department of 
Agriculture for the fiscal vear ending June 30, 1953, and for other pur 
poses, submit the following statement in explanation of the effect o! 
the action agreed upon and recommended in the accomMmpabving co 
ference report as to each of such amendments, namely: 


DEPARTMENT OF AGRICULTUR 


AGRICULTURAL MARKETIN¢ LCT 


Amendment No. 1: Appropriates $5,250,000 as proposed by thy 
House instead of $5,260,000 as proposed by the Senat 


BUREAU OF AGRICULTURAL ECONOMICS 


Amendment No. 2: Appropriates $2,370,500 instead of $2,320,509 
as proposed by the House and $2,455,000 as proposed by the Senat 
The conferees agree that funds for this purpose should be provided 
transfer from the Department of the Interior in the future. “Phi 
additional $50,000 is included in this bill for 1953, since the Interio 
Department appropriation bill for next vear has been passed by bot! 
the House and Senate without funds for this work 


OFFICE OF EXPERIMENT STATIONS 


Amendments Nos. 3 and 4-—Payments to States, ete.: Appropriat 
$12,441,208 as proposed by the House instead of $12,453,708 as pro 
posed by the Senate, and approve $62,500 a Alaska as proposed by 
the House instead of $75,000 as proposed | v the Senate. It is the 
opinion of the conferees that there should lee no further expansion in 
research funds for Alaska until a more definite explanation of the 
additional research proposed is presented to Conere 

Amendment No. 5—Virgin Islands agricultural prograi Appro 
priates $100,000 as proposed by the Senate 


BUREAU OF ANIMAL INDUST! 


Amendments No. 6 and 7—<Animal research: Appropriate 35,756 .000 
instead of $3,681,000 as proposed by the Elouse and $3,816,000 a 
proposed by the Senate, and provide $75,000 for research on poultry 
liseases. 

Amendment No. S— A\Jeat ins peclion: Ap propriat S14 eam 
instead of $13,660,000 as proposed by the House and $14,260,000 as 
proposed by the Senate. This amount is agreed to by the as 
conferees, despite their _disappoimtme nt at the manner m which the 
historical pattern of assignment of Inspectors wa arbitrarily disrupted 


5 
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under the special provision inserted in the 1952 appropriation. In 
view of the amount approved by the conferees, this historical pattern 
should be reestablished by the Department and all regular inspection 
work should be done from appropriated funds. 


BUREAU OF AGRICULTURAL AND INDUSTRIAL CHEMISTRY 


Amendment No. 9: Appropriates $7,500,000 as proposed by the 
House instead of $7,550,000 as proposed by the Senate. The con- 
ferees are in complete agreement that proposed research on develop- 
ment of products from pine gum should be carried on within the 
amount approved. 


BUREAU OF PLANT INDUSTRY, SOILS, AND AGRICULTURAL ENGINEERING 


Amendment No. 10: Appropriates $11,465,000 instead of $11, 
330,000 as proposed by the House and $11,600,000 as proposed by the 
Senate. The additional funds are approved with the understanding 
that the Department will give appropriate attention to the various 
special projects mserted in the bill by the Senate. 

Amendment Neo. 11: Reported in disagreement. 


BUREAU OF ENTOMOLOGY AND PLANT QUARANTINE 


Amendment No. 12: Appropriates $2,700,000 as proposed by the 
House insteed of $2,759,000 as proposed by the Senate. The con- 
ferees insist that this reduction be made without reducing the staff 
of inspectors engaged in quarantine work on oriental fruit fly and 
other similar programs. 


CONTROL OF FOREST PESTS 


Amendment No. 13—Forest Pest Control Act: Appropriates $3,350,- 
000 instead of $3,250,000 es proposed by the House and $3,625,000 
as proposed by the Senate. 

Amendments Nos. 14, 15, and 16—White pine blister rust: Appro- 
priate $3,300,000 as proposed by the House instead of $3,650,000 as 
proposed by the Senate, and approve amounts for the Forest Service 
and Bureau of Entomology and Plant Quarantine as proposed by the 
House. 


FOREST SERVICE 


Amendment No. 17—-National forest protection and management: 
Appropriates $29,550,000 instead of $29,400,000 as proposed by the 
House and $29,848,000 as proposed by the Senate. The increase 
over the House figure is to meet a special problem created by blown 
down timber in western Oregon and southwestern Washington. 

Amendment No. 18—Forest research: Appropriates $5,400,000 
instead of $5,365,000 as proposed by the House and $5,415,000 as 
proposed by the Senate. 


Amendment No. 18—Forest roads and trails: Appropriates $11,000,- 


000 instead of $10,000,000 as proposed by the House and $13,000,000 
This increase is provided to meet the 
problem in Oregon and Washington described in amendment No. 17. 


as proposed by the Senate, 
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Amendment No. 20—Weeks Act: Reported in disagreement. 
Amendment No. 21—Special acts: Reported in disagreement. 

Amendment No. 22—Cooperative range improvements: Appropriates 
$310,000 instead of $700,000 as proposed by the Senate, and includes 
a perfecting amendment. 


FLOOD PREVENTION 


Amendment No. 23: Appropriates $7,750,000 as proposed by the 
House instead of $7,000,000 as proposed by the Senate. This amount 
is approved by the conferees with the understanding that a total of 
$7,000,000 will be used for works of improvement and $750,000 will 
be used for preliminary examinations and surveys and basin investi- 

ations. The conferees are of the opinion that more attention should 

»e given to a comprehensive Nation-wide flood-prevention program 

in preference to continuation of surveys on individual watersheds 
CONSERVATION AND USE OF AGRICULTURAL LAND RESOURCES 

Amendment No. 24: Appropriates $251,754,142 as proposed by the 
Senate instead of $250,000,000 as proposed by the House. 

Amendment No. 25: Restores language proposed by the House and 
deleted by the Senate. 

Amendment No. 26: Authorizes $26,754,142 for administrative 
expenses as proposed by the Senate instead of $25,000,000 as proposed 
by the House. 

Amendment No. 27: Inserts language proposed by the Senate. 

Amendment No. 28: Reported in disagreement. 


EXTENSION SERVICE 


Amendments Nos. 29, 30, 31, 32, and 33: Appropriate $27,169,129 
as proposed by the Senate instead of $27,135,000 as proposed by the 
House, and authorize funds for Alaska and Puerto Rico in the amounts 
proposed by the Senate. 


OFFICE OF FOREIGN AGRICULTURAL RELATIONS 


Amendment No. 34: Appropriates $615,000 as proposed by the 
House instead of $682,500 as proposed by the Senate. 


RESEARCH ON STRATEGIC AND CRITICAL AGRICULTURAL MATERIALS 
Amendment No. 35: Appropriates $600,000 instead of $582,000 as 
proposed by the House and $625,000 as proposed by the Senate. 
RESTORATION OF CAPITAL IMPAIRMENT, COMMODITY CREDIT 
CORPORATION 
Amendment No. 36: Appropriates $109,391,154 as proposed by the 
Senate to restore capital impairment of the Commodity Credit Cor- 
poration based on estimated volume of inventory on hand. Since 
this action will result only in an internal bookkeeping transaction in 
the Treasury Department, it should be considered a ‘‘nonfund appro- 
priation’”’ and should not be reflected in any official Government 
reports as an expenditure or receipt. 
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GENERAL PROVISIONS 





Amendment No. 37——Section 410: Restores language as proposed 
by the House with certain perfecting amendments, and eliminates 
substitute language inserted by the Senate. 

Amendment No. 38—WSection 411: Inserts language as proposed by 
the Senate with certain perfecting amendments as proposed by the 
tfouse. The purpose of these amendments is to permit the Depart- 
ment to provide the same service for individual, non-network-radio 
programs as is provided for the Farm and Home Hour and similar 
programs. 

Amendment No, 39-——Section 412: Reported in disagreement. 


Jamie L. WHIrreN, 

Ik. H. Heprick, 

rep MARSHALL, 
CLARENCE CANNON, 

H. Cart ANDERSEN, 
Warr Horan, 

JoHN TABER, 

Managers on the Part of the House. 
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LABOR-FEDERAL SECURITY APPROPRIATION BILL, 1953 


UNIV. OF MICH, 


: = ~ Jury 2, 1952.—Ordered to be printed 
JUL 15 1952 ) 


LAW LIBRARY 
Mr. Fogarty; from the committee of conference, submitted the 
following 


CONFERENCE REPORT 
(To accompany H. R. 7151] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7151) 
making appropriations for the Department of Labor, the Federal 
Security Agency, and related independent agencies, for the fiscal 
year ending June 30, 1953, and for other purposes, having met, after 
full and free conference, have agreed to recommend and do recom- 
mend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 5, 42, 43, 
and 44. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 9, 11, 12, 14, 15, 16, 17, 18, 19, 20, 22, 24, 31, 
35, 36, 37, 39, and 40, and agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $1,100,000; 
and the Senate agree to the same. 


Amendment numbered 3: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 3, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $5,495,000; 
and the Senate agree to the same. 
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Amendment numbered 6: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment as 
follows: 

Je lieu of the sum proposed by said amendment insert $2,860,750; 
and the Senate agree to the same. 


Amendment numbered 7: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $18,673,261; 
and the Senate agree to the same. 

Amendment numbered 8: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 8, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $18,498,261; 
and the Senate agree to the same. 

Amendment numbered 10: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $22,250,000; 
and the Senate agree to the same. 

Amendment numbered 13: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $5,850,000 ; 
and the Senate agree to the same. 


Amendment numbered 21: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 21, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,150,000; 
and the Senate agree to the same. 

Amendment numbered 25: 

That the House recede from its disagreement, to the amendment of 
the Senate numbered 25, and agree to the same with an amendment 
as follows: 


In liewof the sum proposed by said amendment insert $60,500,000; 
and the Senate agree to the same. 


Amendment numbered 27: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $28,600,000; 
and the Senate agree to the same. 
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Amendment numbered 29 


That the House recede from its disagreement to the amendment of 
the Senate numbered 29, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $185,000; 
and the Senate agree to the same. 


Amendment numbered 30: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 30, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $109,000; 
and the Senate agree to the same. 


Amendment numbered 32: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 32, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,835,000; 
and the Senate agree to the same. 


Amendment numbered 33: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $387,400; 
and the Senate agree to the same. 


Amendment numbered 34: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 34, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $387,500; 
and the Senate agree to the same. 


Amendment numbered 38: 


That the House recede from its disagreement to the amendment. of 
the Senate numbered 38, and agree to the same with an amendment 
as follows: 

os lieu of the matter proposed by said amendment insert: 

Sec. 703. No part of the money appropriated by this Act to any de- 
pariment, agency, or corporation or made available for expenditure by 
any department, agency, or corporation which is in excess of 75 per centum 
of the amount required to pay the compensation of all persons the budget 
estimates for personal services heretofore submitted to the Congress for 
the fiscal year 1953 contemplated would be employed by such depart- 
ment, agency, or corporation during such fiscal year in the performance 
o~ 
(1) functions performed by a person designated as an infor- 
mation specialist, information and editorial specialist, publications 
and information coordinator, press relations officer or counsel, 
photographer, radio expert, television expert, motion-picture expert, 
or publicity expert, or designated by any similar title, or 
(2) functions performed by persons who assist persons perform- 
ing the functions described in (1) in drafting, preparing, editing, 
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typing, duplicating, or disseminating public information publica- 

tions or releases, radio or television scripts, magazine articles, 

photographs, motion pictures, and similar material, 
shall be available to pay the compensation of persons performing the func- 
tions described in (1) or (2): Provided, That this section shall not apply to 
personnel engaged in the preparation or distribution of technical, scienti- 
jic, or research publications, the reporting or dissemination of the results 
of research or investigations, the publishing of information or other work 
required by law to carry out the duties of such Department or agency other 
than work intended for press, radio and television services, and popular 
publications: Provided further, That of the funds herein appropriated for 
“Promotion and further development of vocational education”, not more 
than $450,000 shall be available for vocational education in distributive 
occupations. 

And the Senate agree to the same. 

Amendment numbered 41: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 41, and agree to the same with an amendment as 
follows: 

In lieu of the matter stricken out and inserted by said amendment, 
insert the following: 

Sec. 706. No part of any appropriation or authorization contained in 
this Act shall be used to pay the compensation of any incumbent appointed 
to any cw service office or position which may become vacant during the 
Jiscal year beginning on July 1, 1952: Provded, That this inhibition 
shall not apply 

(a) to not to exceed 25 per centum of all vacancies; 

(b) to positions to be filled from within the Department of Labor, 
the Federal Security Agency, and related independent agencies 
provided for in this Act; 

(c) to offices or positions required by law to be filled by appoint- 
ment of th President by and with the advice and consent of the 
Senate; 

(d) to employees engaged in law enforcement activities; 

(ce) to employees of Saint Elizabeths Hospital and Freedman’s 
Hospital; 

(f) to employees of eduactional institutions; 

(gq) to employees of the Vocational Rehabilitavion Service of the 
Inistrict of Columbia; 

(h) te employees of the Public Health Service; 

(4) to employees in grades CPC 1, 2, and 3; 

(j) to employees paid wholly from trust funds, or funds derived 
by transfer from trust accouns, or to employees paid from appropria- 
tions of, or measured by, receipts; 

(k) to employees of the National Mediation Board; 

(1) to employees paid from funds appropriated for the Mexican 
Farm Labor Program; 

(m) to employees of the Bureau of Employees’ Compensation; 

(n) to employees of the Children’s Bureau; and 

(0) to employees of the Bureau of Labor Statisvics: 

Provided further, That when the total number of personnel subject to this 
section has been reduced to 90 per centum of the total provided for in the 
budget estimates, such limitation may cease to apply and said 90 per 
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centum shall become a ceiling for employmen during the fiscal year 1958, 
and if exceeded ai any time during fiscal year 1953 this provision shall 
again become operative. 


And the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 1, 4, 23, 26, and 28. 
JoHN E. Foaarty, 
E. H. Heprick, 
CurIsTOPHER C. McGrarn, 
WinFieLtp K. DeNToN, 
CLARENCE CANNON, 
Frep E. Bussey, 
Kpwarp T. MILLER, 
JoHnN TABER, 
Managers on the Part of the House. 
Dennis CHAVFzZ, 
RicHapp B. Russet, 
Lister Hy111, 
H. M. Kintcore, 
A. Witits RopurtTson, 
Epwarp J. Tye, 
WituiaAmM F. KNowLaNn, 
Zaues N. Ecton, 


Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7151) making appropriations for the Department of 
Labor, the Federal Security Agene y, and related independent agencies, 
for the fiscal year ending June : 30, 1953, and for other purposes, submit 
the following statement in explanation of the effect of the action agreed 
upon and recommended in the accompanying conference report as to 
each of such amendments, namely: 


DEPARTMENT OF LABOR 
OFFICE OF THE SECRETARY 


Amendment No. 1—Salaries and erpenses, Office of the Solicitor: 
Reported in disagreement. 


BUREAU OF EMPLOYMENT SECURITY 


Amendment No. 2—Salaries and erpenses: Provides that of the 
appropriation made available, $1,100,000 shall be available for carry- 
ing into effect the provisions of title LV (except see. 602) of the Service- 
men’s Readjustment Act of 1944, instead of $1,000,000 as proposed by 
the House and $1,200,000 as proposed by the Senate. 


BUREAU OF LABOR STATISTICS 
Amendment No. 3—Salaries and expenses: Appropriates $5,495,000 


instead of $5,390,000 as proposed by the House and $5,600,000 as 
proposed by the Senate. 


FEDERAL Securtry AGENCY 
COLUMBIA INSTITUTION FOR THE DEAF 
Amendment No. 4: Reported in disagreement. 
FOOD AND DRUG ADMINISTRATION 
Amendment No. 5—Salaries and expenses: Appropriates $5,600,000 


as proposed by the House instead of $5,637,000 as proposed by the 
Senate. 


FREEDMEN’S HOSPITAL 


Amendment No. 6—Salaries and erpenses: Appropriates $2,860,750 
instead of $2,831,500 as proposed by the House and $2,890,000 as 
proposed by the Senate. 


6 
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00 


OFFICE OF EDUCATION 


— 


Amendments Nos. 7 and 8—Promotion and further development of 
vocational education: Appropriate $18,673,261 instead of $18,223,261 
as proposed by the House and $19,123,261 as proposed by the Senate, 
and provide that the apportionment to the States under theVocational 
Education Act of 1946 shall be computed on the basis of not to exceed 
$18,498,261 instead of $18,048,261 as proposed by the House and 
$18,948,261 as proposed by the Senate. 

The conferees have provided that not more than $450,000 of this 
appropriation shall be available for vocational education in distributive 
occupations. 

Amendment No. 9—Salaries and erpenses: Appropriates $2,900,000 
as proposed by the Senate instead of $2,928,000 as proposed by the 
House. 

OFFICE OF VOCATIONAL REHABILITATION 


Amendment No. 10— Payments to States: Appropriates $22,250,000 
instead of $22,500,000 as proposed by the House and $22,000,000 as 
proposed by the Senate. 


PUBLIC HEALTH SERVICE 


Amendment No. 11—Venereal diseases: Appropriates $9,850,000 
as proposed by the Senate instead of $9,900,000 as proposed by the 
House. 

Amendment No. 12— Assistance to States, general: Appropriates 
$16,150,000 as proposed by the Senate instead of $16,370,000 as pro- 
posed by the [ouse. 

Amendment No. 13-——-Communicable diseases: Appropriates 
$5,850,000 instead of $5,900,000 as proposed by the House and 
$5,800,000 as proposed by the Senate. 

Amendments Nos. 14 and 15—Dvisease and sanitation investigations 
and control, Alaska: Appropriate $1,100,000 as proposed by the 
Senate instead of $1,200,000 as proposed by the House, and strike out, 
as proposed by the Senate, the provision in the House bill authorizing 
purchase of one passenger motor vehicle. 

Amendment No. 16—WNational Institutes of Health, operating er- 
penses: Appropriates $16,550,000 as proposed by the Senate instead 
of $16,500,000 as proposed by the House. 

Amendment No. 17—WNational Cancer Institute: Appropriates 
$17,887,000 as proposed by the Senate instead of $15,250,000 as 
proposed by the House. 

Amendment No. 18—Mental health activities: Appropriates $10,- 
895,000 as proposed by the Senate instead of $10,700,000 as proposed 
by the House. 

Amendment No. 19—National Heart Institute: Appropriates $12,- 
000,000 as proposed by the Senate instead of $9,600,000 as proposed 
by the House. 

Amendment No. 20—Retired pay of commissioned officers: Appro- 
priates $1,150,000 as proposed by the Senate instead of $1,200,000 
as proposed by the House. 

Amendment No. 21—Salaries and expenses: Appropriates $3,150,000 
instead of $3,300,000 as proposed by the House and $3,000,000 as pro- 
posed by the Senate. 
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ST. ELIZABETHS HOSPITAL 


Amendment No. 22—Salaries and expenses: Appropriates $2,520,000 
as proposed by the Senate instead of $2,485,000 as proposed by the 
House. 

Amendment No, 23—Construction and equipment of treatment build- 
ing: Reported in disagreement. 


SOCIAL SECURITY ADMINISTRATION 


Amendment No. 24—Salaries and expenses, Bureau of Federal 
Credit Unions: Appropriates $200,000 as proposed by the Senate 
instead of $210,000 as proposed by the House. 

Amendment No. 25—Salaries and expenses, Bureau of Oid Age and 
Survivors Unsurance: Provides that not more than $60,500,000 may be 
expended from the old-age and survivors insurance trust fund instead 
of $60,000,000 as proposed by the House and $61,000,000 as proposed 
by the Senate. 

Amendment No. 26: Reported in disagreement. 

Amendment No. 27—Grants to States for maternal and child welfare: 
Appropriates $28,600,000 instead of $30,000,000 as proposed by the 
House and $27,600,000 as proposed by the Senate. 

Amendment No. 28: Reported in disagreement. 

Amendments Nos. 29 and 30—Salaries and expenses, Office of the 
Commissioner: Appropriate $185,000 instead of $200,000 as proposed 
by the House and $170,000 as proposed by the Senate, together with 
not to exceed $109,000 to be transferred from the old-age and survivors 
insurance trust fund instead of $118,000 as proposed by the House 
and $100,000 as proposed by the Senate. 


OFFICE OF THE ADMINISTRATOR 


Amendment No. 31—Salaries and expenses, Office of Administrator: 
Appropriates $950,000 as proposed by the Senate instead of $1,000,000 
as proposed by the House. 

Amendment No. 32—Salaries and expenses, Division of Field Serv- 
ices: Appropriates $1,835,000 instead of $1,870,000 as proposed by the 
House and $1,800,000 as i by the Senate. 

Amendments Nos. 33 and 34—Salaries and expenses, Office of the 
General Counsel: Appropriate $ 387 ,500 instead of $400,000 as proposed 
by the House and $375,000 as proposed by the Senate, together with 
not to exceed $387,500 to be transferred from the old age and sur- 
vivors insurance trust fund instead of $400,000 as proposed by the 
House and $375,000 as proposed by the Senate. 

Amendments Nos. 35 and 36—Working capital fund: Appropriate 
$50,000 as proposed by the Senate instead of $75,000 as proposed by 
the House, and provide language, proposed by the Senate, making it 
clear that reimbursements to such fund may be made in advance. 


NATIONAL LABOR RELATIONS BOARD 


Amendment No. 37—Salaries and expenses: Appropriates $9,000,000 
as proposed by the Senate instead of $8 317 ,668 as proposed by the 
House, 
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GENERAL PROVISIONS 


Amendment No. 38—Section 703: Provides that not in excess of 75 
percent of the amount budgted for information specialists and related 
personnel shall be utilized for such purpose, as proposed by the Senate, 
but amended to exempt personnel engaged in certain types of infor- 
mation activities as agreed upon by the conferees. 

Amendments Nos. 39 and 40—WSections 704 and 705: Correct section 
numbers. 

Amendment No. 41—Section 706: Restores the provision of the 
House bill containing restrictions on the filling of personnel vacancies 
that may occur during the fiscal year 1953 in positions for which funds 
are provided by the bill, amended to change the list of exemptions as 
agreed upon by the conferees, and to provide that when the total 
number of personnel subject to this provision has been reduced to 
90 percent of the number provided for in the 1953 budget estimates, 
such 90 percent shall constitute a ceiling for employment during fiscal 
year 1953. 

Amendment No. 42—Section 707: Strikes out the Senate language 
providing that none of the funds contained in the act shall be used to 
acquire or operate any plant, facility, or property unless such action 
is authorized by Congress. 7 

Amendment No. 43—Section 708: Strikes out the Senate language 
providing, with certain exemptions, for a 10 percent reduction in the 
amount budgeted for (1) travel of personnel, (2) personal services" of 
personnel above basic rates, and (3) transportation of things (other 
than mail). 

Amendment No. 44—Section 709: Strikes out the Senate language 
providing for two additional positions at grade GS-17, one in the 
Department of Labor and one in the Federal Security Agency, without 
ae to section 505 of the Classification Act of 1949. 

JOHN E. Focarry, 
EK. H. Heprick, 
CuristoPpHER C. McGratu, 
WinFre_p K. Denton, 
CLARENCE CANNON, 
Frep E. Bussey, 
Epwarp T. MILER, 
JOHN TABER, 
Managers on the Part of the House. 
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82p CoNGRESs t HOUSE OF REPRESENTATIVES | REPORT 


2d Session No. 2443 


INDEPENDENT OFFICES APPROPRIATION ACT, 1953 


JUL 15 1952 Juty 2, 1952.—Ordered to be printed 


AAW LIBRARY 


Mr. Tuomas, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


{To accompany H. Rh. 7072] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7072) 
making appropriations for the Executive Office and sundry inde- 
pendent executive bureaus, boards, commissions, corporations, 
agencies, and offices, for the fiscal year ending June 30, 1953, and for 
other purposes, having met, after full and free conference. have 
agreed to recommend and do recommend to their respective Houses 
as follows: 

That the Senate recede from its amendments numbered 40, 42, 98, 
103, 105, 123, 131, and 132. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 5, 6, 12, 14, 15, 16, 18, 28, 67, 76, 77, 79, 87, 97, 
99, 101, 119, 124, 127, and 129 and agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $52,250; 
and the Senate agree to the same. 


Amendment numbered 3: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 3, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,461,200; 
and the Senate agree to the same. 


Amendment numbered 4: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 4, and agree to the same with an amendment 
as follows: 








2 INDEPENDENT OFFICES APPROPRIATION ACT, 1953 


In lieu of the sum proposed by said amendment insert $2,475; and 
the Senate agree to the same. 


Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $11,590; and 
the Senate agree to the same. 


Amendment numbered 13: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,509,350; 
and the Senate agree to the same. 


Amendment numbered 20: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 20, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $479,250; and 
the Senate agree to the same. 


Amendment numbered 21: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 21, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amencment insert $321 ,450,000; 
and the Senate agree to the same. 


Amendment numbered 22: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 22, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,408,460; 
and the Senate agree to the same. 


Amendment numbered 23: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 23, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $88,526; 
and the Senate agree to the same. 


Amendment numbered 24: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 24, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $202,500; 
and the Senate agree to the same. 


Amendment numbered 25: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 25, and agree to thessame with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,085,700; 
and the Senate agree to the same. 
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Amendment numbered 26: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $142,235; 
and the Senate agree to the same. 


Amendment numbered 27: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,053,800; 
and the Senate agree to the same. 


Amendment numbered 29: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 29, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,062,500; 
and the Senate agree to the same. 


Amendment numbered 30: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 30, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $71,960,000; 
and the Senate agree to the same. 


Amendment numbered 31: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert: 

trecutive direction and staff operations: For necessary expenses in 
the performance of executive direction and staff operations for activities 
under the ae ‘of the General Services Administration; including not 
to exceed $97,385 for expenses of travel; not to erceed $250 for purchase 
of NEWS pa pers and periodicals ; and processing and determining net 
renegotiation rebmes; $4,140,750. 

Public Buildings Service: For eee EL Penses of real prope rty 
management and related activities as provided by law; including the 
salary of the Commissvoner of Public Buildings at the rate of $16,500 
per annum so long as the position is held by the present incumbent; 
repair and improvement of public buildings and grounds (including 
furnishings and equipment) under the control of the General Services 
Administration; rental of buildings in the District of Columbia; resto- 
ration of leased premises; moving Government agencies in connection with 
the assignment, allocation, and transfer of building space; demolition of 
buildings; acquisition by purchase or otherwise and disposal by sale or 
otherwise of real estate and interesis therein; purchase of not to exceed 
three passenger motor vehicles for replacement only; and not to exceed 
$177 335 for e.LPenses of travel; $101,046,030: Provided, That the fore- 
gong appropriation shall not b available to effect the moving of Govern- 
ment agencies from the District of Columbia into buildings acquired to 
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accomplish the dispersal of deparvmental functions of the executive 
establishment into areas outside of but accessible to the District of Co- 
lumbua. 

Federal Supply Service: For necessary expenses of personal property 
management and related activities as provided by law; including not to 
exceed $250 for the purchase of newspapers and periodicals; not to exceed 
$77,600 for expenses of travel; and the purchase of not to exceed one 
passenger motor vehicle for replacement only; $2,154,100. 

National Archives and Records Service: For necessary expenses in 
connection with Federal records management and related activities as 
provided by law; including preparation of guides and other finding aids 
to records of the Second World War; cebehuas of not to exceed one pas- 
senger motor vehicle for replacement only; and not to exceed $23,340 for 
expenses of travel; $4,868,200. 

And the Senate agree to the same. 


Amendment numbered 32: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 32, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $24,800; and 
the Senate agree to the same. 


Amendment numbered 33: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $4,750,000; 
and the Senate agree to the same. 


Amendment numbered 34: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 34, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $37,550; and 
the Senate agree to the same. 


Amendment numbered 35: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 35, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $9,250,000; 
and the Senate agree to the same. 


Amendment numbered 36: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 36, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $74,500; and 
the Senate agree to the same. 


Amendment numbered 38: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 38, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $133,900: 
and the Senate agree-to the same. 
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Amendment numbered 39: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 39, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $14,536,500; 
and the Senate agree to the same. 


Amendment numbered 41: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 41, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $160,425; 
and the Senate agree to the same. 


Amendment numbered 43: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 43, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $237,500; 
and the Senate agree to the same. 


Amendment numbered 44: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 44, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,606,000; 
and the Senate agree to the same. 


Amendment numbered 45: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 45, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: , but such nonadministrative expenses shall not exceed 
$455,000; and the Senate agree to the same. 


Amendment numbered 47: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 47, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert : Provided further, That notwithstanding the provisions of the 
United States Housing Act of 1937, as amended, the Public Housing 
Administration shall not, with respect to projects initiated after March 
1, 1949, (1) authorize during the fiscal year 1953 the commencement of 
construction of in excess of thirty-five thousand dwelling units, or (2) 
after the date of approval of this Act, enter into any agreement, contract, 
or other arrangement which will bind the Public Housing Administra- 
tion. with respect to loans, annual contributions, or authorizations for 
commencement of construction, for dwelling units aggregating in excess 
of thirty-five thousand to be authorized for commencement of construction 
during any one fiscal year subsequent to the fiscal year 1953, unless a 
greater number of units is hereafter authorized by the Congress; and the 
Senate agree to the same. 
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Amendment numbered 49: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 49, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $8,000,000; 
and the Senate agree to the same. 


Amendment numbered 50: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 50, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $91,400; 
and the Senate agree to the same. 


Amendment numbered 51: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 51, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,275; 
and the Senate agree to the same. 


Amendment numbered 52: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 52, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $230,650; 
and the Senate agree to the same. 


Amendment numbered 53: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 53, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $9,319,500; 
and the Senate agree to the same. 


Amendment numbered 54: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 54, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $163,050; 
and the Senate agree to the same. 


Amendment numbered 55: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 55, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $974,500; and 
the Senate agree to the same. 


Amendment numbered 56: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 56, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $112,620; and 
the Senate agree to the same. 
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Amendment numbered 57: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 57, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $709,500; and 
the Senate agree to the same. 


Amendment numbered 58: 
That the House recede from its disagreement to the amendment of 


the Senate numbered 58, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $240,050; and 
the Senate agree to the same. 


Amendment numbered 59: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 59, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $48,586,100; 
and the Senate agree to the same. 

Amendment numbered 60: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 60, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $24,940; and 
the Senate agree to the same. 


Amendment numbered 61: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 61, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $118,750; 
and the Senate agree to the same. 


Amendment numbered 62: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 62, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,750,000; 
and the Senate agree to the same. 


Amendment numbered 63: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 63, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $235,500; 
and the Senate agree to the same. 


Amendment numbered 64: 


‘That the House recede from its disagreement to the amendment of 
tne Senate numbered 64, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,407,800; 
and the Senate agree to the same. 
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Amendment numbered 65: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 65, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $101,250; and 
the Senate agree to the same. 

Amendment numbered 66: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 66, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert not to exceed $78,125 for expenses of travel, National Administra- 
tion, Planning, Training, and Records Management; not to exceed 
$408,925 for expenses of travel, State Administration. Planning, Training, 
and Records Servicing; $92,500 for the National Selective Service Appeal 
Board, of which not to exceed $3,875 shall be available for expenses of 
travel; and $215,200 for the National Advisory Committee on the Selec- 
tion of Doctors, Dentists, and Allied Specialists, of which not to exceed 
$45,000 shall be available for expenses of travel; and the Senate agree 
to the same. 


Amendment numbered 69: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 69, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $10,225; 
and the Senate agree to the same. 


Amendment numbered 70: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 70, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,419,500; 
and the Senate agree to the same. 


Amendment numbered 71: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 71, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,800; and 
the Senate agree to the same. 


Amendment numbered 72: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 72, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,240,550; 
and the Senate agree to the same. 


Amendment numbered 73: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 73, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,500; and 
the Senate agree to the same. 
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Amendment numbered 74: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 74, and agree to the same with an amendment 
as follows: : 


In lieu of the sum proposed by said amendment insert $13,500; and 
the Senate agree to the same. 
Amendment numbered 75: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 75, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,291,375; 
and the Senate agree to the same. 

Amendment numbered 78: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 78, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,546,650; 
and the Senate agree to the same 


Amendment numbered 80: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 80, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,530,700; 
and the Senate agree to the same. 


Amendment numbered 81: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 81, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $843 382,260: 
and the Senate agree to the same. 

Amendment numbered 82: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 82, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert: $108,791 ,000; 
and the Senate agree to the same. 


Amendment numbered 83: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 83, and agree to the s. me with an ar-endment 
as follows: 

In lieu of the sum proposec by said amendment insert $8,750,000; 
and the Senate arree to the same. 


Amendment numbered 84: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 84, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $9,000, and 
the"Senate agree to the same. 

H. Rept. 2443, 82-22 
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Amendment numbered 85: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 85, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $734,550; 
and the Senate agree to the same. 


Amendment numbered 88: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 88, and agree to the same with an amendment 
as follows: 

In lieu of the date named in said amendment insert July 1, 1952; 
and the Senate agree to the same. 


Amendment numbered 89: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 89, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $15,617,850; 
and the Senate agree to the same. 


Amendment numbered 90: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 90, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said sndme sert $145,525; 

proposed by said amendment insert $145,525; 
and the Senate agree to the same. 


Amendment numbered 91: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 91, and agree to the same with an amend- 
ment as follows: 

In lieu of the sum proposed by said amendment insert $8,655,850; 
and the Senate agree to the same. 


Amendment numbered 92: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 92, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert /our 
hundred; and the Senate agree to the same. 


Amendment numbered 93: 


That the [louse recede from its disagreement to the amendment of 
the Senate numbered 93, and agree to the same vith an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,490; and 
the Senate agree to the same. 


Amendment numbered 94: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 94, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $71,921,000; 
and the Senate agree to the same. 


_ 
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Amendment numbered 95: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 95, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $5,041,000; 
and the Senate agree to the same. 


Amendment numbered 96: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 96, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $7,490; 
and the Senate agree to the same. 


Amendment numbered 100: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 100, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $25,625; 
and the Senate agree to the same. 


Amendment numbered 101: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 101, and agree to the same with an amendment. 
as follows: 

In lieu of the sum proposed by said amendment insert $65,540; and 
the Senate agree to the same. 


Amendment numbered 102: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 102, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $3,584,000; 
and the Senate agree to the same. 


Amendment numbered 104: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 104, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert and $320,200 for allowances for uniforms, textbooks, and sub- 
sistence of cadets at State marine schools, to be paid in accordance with 
regulations established pursuant to law (46 U.S. C. 1126 (b)); $663,200; 
and the Senate agree to the same. 


Amendment numbered 106: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 106, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,509,500; 
and the Senate agree to the same. 


Amendment numbered 107: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 107, and agree to the same with an amendment 
as follows: 
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In lieu of the sum proposed by said amendment insert $138,105; 
and the Senate agree to the same. 


Amendment numbered 108: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 108, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: : Provided further, That administrative expenses not 
under limitation for the purposes set forth in the budget schedules for the 
fiscal year 1958 shall not exceed $151,000; and the Senate agree to the 
same. 


Amendment numbered 109: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 109, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,750; and 
the Senate agree to the same. 


Amendment numbered 110: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 110, and agree to the same with an amend- 
ment as follows: 

In lieu of the sum proposed by said amendment insert $22,500; and 
the Senate agree to the same. 


Amendment numbered 111: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 111, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: : Provided further, That the nonadministrative expenses 
for the examination of Federal and State chartered institutions shall not 
exceed $1,775,000; and the Senate agree to the same. 


Amendment numbered 112: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 112, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,150; and 
the Senate agree to the same. 


Amendment numbered 113: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 113, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $146,125; 
and the Senate agree to the same. 


Amendment numbered 114: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 114, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: : Provided further, That expenditures for nonadminis- 
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trative expenses classified by section 2 of Public Law 387, approved 
October 25, 1949, shall not exceed $28,870,000; and the Senate agree to 
the same. 


Amendment numbered 115: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 115, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $11,534,000; 
and the Senate agree to the same. 


Amendment numbered 116: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 116, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $697,500; 
and the Senate agree to the same. 


Amendment numbered 117: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 117, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: : Provided further, That all expenses of the Public 
Housing Administration not specifically limited in this Act, in carrying 
out its duties imposed by or pursuant to law shall not exceed $32,722,080; 
and the Senate agree to the same. 


Amendment numbered 118: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 118, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: not to exceed $142,500 of; and the Senate agree to the 
same. 

Amendment numbered 120: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 120, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $10,755; and 
the Senate agree to the same. 


Amendment numbered 121: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 121, and agree to the same with an amendment 
as follows: 

In lieu of the number named in said amendment insert one; and the 
Senate agree to the same. 


Amendment numbered 122: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 122, and agree to the same with an amendment, 
as follows: 

Restore the matter stricken out by said amendment, amended 
by adding at the end thereof and before the period the following: 
: Provided further, That this section shall not be applicable to annual 
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leave accumulated prior to January 1, 1952 ; and the Senate agree to the 
same. 


Amendment numbered 125: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 125, and agree to the same with an amend- 
ment as follows: 

In lieu of the number proposed by said amendment insert 403; and 
the Senate agree to the same. 


Amendment numbered 126: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 126, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 404; 
and the Senate agree to the same. 


Amendment numbered 128: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 128, and agree to the same with an amendment 
as follows: 

Omit the matter stricken out and inserted by said amendment; 
and the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 1, 8, 9, 10, 11, 17, 19, 37, 46, 48, 68, 86, and 130. 

ALBERT THOMAS, 
Harry R. SHEPPARD, 
GEORGE ANDREWS, 
Sipney R. Yares, 
CLARENCE CANNON, 
JOHN PHILLIPS, 
Norris Corton, 
JOHN TABER, 

Managers on the Part of the House. 
Burnet R. Maysank, 
JosepH C. O’MaHONEY, 
KennetTH McKE ..ar, 
Lister HI, 
LEVERETT SALTONSTALL, 
StyLtes BrInGEs, 
Homer FercGuson, 

Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two House on the amendments of the Senate 
to the bill (H. R. 7072) making appropriations for the Executive 
Office and sundry independent executive bureaus, boards, commis- 
sions, corporations, agencies, and offices, for the fiscal year ending 
June 30, 1953, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon and recommended 
in the accompanying conference report as to each of such amend- 
ments, namely: 


EXECUTIVE OFFICE OF THE PRESIDENT 
EMERGENCY FUND FOR THE PRESIDENT 


Amendment No. 1—National Defense: Reported in disagreement. 


BUREAU OF THE BUDGET 


Amendments Nos. 2 and 3—Salaries and expenses: Appropriate 
$3,461,200, instead of $3,314,400 as proposed by the House and 
$3,608,000 as proposed by the Senate; and provide $59,250 for ex- 
penses of travel, instead of $54,000 as proposed by the House and 
$64,500 as proposed by the Senate. 


COUNCIL OF ECONOMIC ADVISERS 


Amendments Nos. 4, 5, and 6—Salaries and expenses: Appropriate 
$225,000, as proposed by the Senate instead of $208,900 as proposed 
by the House; provide that the appropriation shall remain available 
until March 31, 1953, as proposed by the Senate; and limit funds 
available for expenses of travel to $2,475,instead of $2,200 as proposed 
by the House and $2,750 as proposed by the Senate. 


INDEPENDENT OFFICES 
AMERICAN BATTLE MonuMENTS CoMMISSION 


Amendment No. 7—Expenses of travel: Authorizes the use of 
$11,590 for this purpose, instead of $10,300 as proposed by the House 
and $12,865 as proposed by the Senate. 

Amendments Nos. 8 and 9—Salaries and expenses: Reported in 
disagreement. 

Amendments Nos. 10 and 11—Construction of memorials and 
cemeteries: Reported in disagreement. 


Atomic ENERGY CoMMISSION 


Amendments Nos. 12, 13, and 14—Operating expenses: Strike out 
the provision of the House authorizing the purchase of automobiles, 


15 
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as proposed by the Senate; authorize the use of $2,509,350 for ex- 
penses of travel, instead of $2,230,500 as proposed by the House and 
$2,788,200 as proposed by the Senate; and consolidate funds for 
program direction and administration personnel into one fund as 
proposed by the Senate instead of providing separate limitations for 
the District of Columbia and the field as proposed by the House. 

Amendments Nos. 15, 16, and 18—Plant and equipment: Authorize 
the purchase of plant and equipment, as Seanmaat by the Senate; and 
the purchase of aircraft, iadudnn the purchase of not to exceed 225 
passenger motor v ehicles, as proposed by the Senate; and except from 
audit contracts with a foreign government, and contracts for source 
material with foreign producers, as proposed by the Senate. 

Amendments Nos. 17 and 19—Plant and equipment: Reported in 
disagreement. 

Civit Service CoMMISSION 


Amendment No. 20—Salaries and expenses: Authorizes the use of 
$479,250 for expenses of travel, instead of $426,000 as proposed by 
the House and $532,500 as proposed by the Senate 

Amendment No. 21—Payment to civil-service retirement and dis- 
ability fund: Appropriates $321,450,000 for payment to the fund, 
instead of $321,000,000 as proposed by the House and $321,900,000 
as proposed by the Senate. 


FeperRAL CoMMUNICATIONS COMMISSION 


Amendments Nos. 22 and 23—Salaries and expenses: Appropriate 
$6,408,460, instead of $6,108,460 as proposed by the House and 
$6,708,460 as proposed by the Senate; and authorize the use of $88,525 
for expenses of travel, instead of $78,700 as proposed by the House 
and $98,350 as proposed by the Senate. The conferees are advised 
that the Federal Communications Commission, under the provisions 
of title V of the Independent Offices Appropriation Act, 1952, are 
authorized to levy fair and equitable fees in connection with the 
issuing of licenses. The conferees, therefore, request the Commission 
to give prompt attention to the matter with a view to levying such 
fees at the earliest practicable date. 


FrperRAL PowreER COMMISSION 


Amendments Nos. 24 and 25—Salaries and expenses: Appropriate 
$4,085,700, instead of $3,935,700 as proposed by the House and 
$4,235,700 as proposed by the Senate; and authorize the use of 
$202,500 for expenses of travel, instead of $180,000 as proposed by the 
House and $225,000 as proposed by the Senate. 


FEDERAL TRADE COMMISSION 


Amendments Nos. 26 and 27—Salaries and expenses: Appropriate 
$4,053,800, instead of $3,978,800 as proposed by the House and 
$4,128,800 as proposed by the Senate; and authorize the use of 
$142,235 for expenses of travel, instead of $126,470 as proposed by 
the House and $158,000 as pr oposed by the Senate. 
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GENERAL AccouNTING OFFICE 


Amendment No. 28—Salaries: Appropriates $30,100,000 as pro- 
posed by the Senate instead of $28,600,000 as proposed by the House. 
The conference committee is in agreement that foreign offices should 
be established at strategic points abroad. It is the understanding of 
the conferees that a sum sufficient to enable the General Accounting 
Office to initiate this program in the fiscal year 1953 shall be used for 
this purpose. 

Amendments Nos. 29 and 30— Miscellaneous expenses: Appropriate 
$1,960,000, instead of $1,835,000 as proposed by the House and 
$2,085,000 as proposed by the Senate; and authorize the use of 
$1,062,500 for expenses of travel, instead of $1,000,000 as proposed 
by the House and $1,125,000 as proposed by the Senate. 


GENERAL SERVICES ADMINISTRATION 


Amendment No. 31—Operating expenses: The conferees have ap- 
proved the House version of appropriation structure for this activity, 
which consists of separate appropriations and appropriation para- 
eon for executive direction and staff operations; Public Buildings 

ervice; Federal Supply Service; and National Archives and Records 
Service; in lieu of a lump-sum appropriation under the heading 
“Operating expenses’’ as proposed by the Senate. The action of the 
conferees provide a total increase of $3,000,000 in excess of the total 
provided by the House for these four items, and this sum has been 
distributed proportionately. Adjustments also have been made to 
provide funds for expenses of travel somewhat in excess of the limita- 
tions proposed in the House bill. In accepting the appropriation 
structure as contained in the House bill the conferees recognize that 
a few additional auditors may be required to keep accounts under the 
four separate appropriations, and due consideration will be given to 
any request for such personnel (not in excess of 10) which may be 
submitted at a later date. 

Amendment No. 32—Emergency expenses: Authorizes the use of 
$24,300 for expenses of travel, instead of $21,600 as proposed by the 
House and $27,000 as proposed by the Senate. 

Amendments Nos. 33 and 34—Renovation and improvement of 
federally owned bwildings outside the District of Columbia: Appropriate 
$4,750,000, instead of $4,500,000 as proposed by the House and 
$5,000,000 as proposed by the Senate; and authorize the use of 
$37,550 for expenses of travel, instead of $33,400 as proposed by the 
House and $41,700 as proposed by the Senate. 

Amendments Nos. 35 and 36—Repair, preservation, and equipment, 
outside the District of Columbia: Appropriate $9,250,000, instead of 
$9,000,000 as proposed by the House and $9,500,000 as proposed by 
the Senate; and authorize the use of $74,500 for expenses of travel, 
instead of $66,000 as proposed by the House and $83,000 as proposed 
by the Senate. 

Amendment No. 37: Reported in disagreement. 

Amendments Nos. 38, 39, and 40—Erxpenses, general supply fund: 
Appropriate $14,536,500, instead of $13,998,000 as proposed by the 
House and $15,075,000 as proposed by the Senate; authorize the use 
of $133,900 for expenses of travel, instead of $119,000 as proposed by 
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the House and $148,800 as proposed by the Senate; and authorize the 
purchase of 5 passenger motor vehicles as proposed by the House 
instead of 12 as proposed by the Senate. 

Amendments Nos. 41 and 42—Strategic and critical materials: 
Authorize the use of $160,425 for expenses of travel, instead of $142,600 
as proposed by the House and $178,250 as proposed by the Senate; 
and authorize the purchase of two passenger motor vehicles as pro- 
posed by the House. No funds have been allowed for the construc- 
tion of storage facilities and it is the decision of the conferees that 
such facilities shall be secured through the rental of such space. In 
the event an emergency should arise in this connection which may 
demand construction of facilities, approval of the chairmen of the 
Senate and House Committees on Appropriations shall be secured 
for the expenditure of funds for such purpose. 


Housina AND Home FINANcE AGENCY 
OFFICE OF THE ADMINISTRATOR 


Amendments Nos. 43, 44, and 45—Salares and expenses: Appro- 
priate $4,606,000, instead of $3,606,000 as proposed by the House 
and $5,606,000 as proposed by the Senate; authorize the use of 
$237,500 for expenses of travel. instead of $210,000 as proposed by 
the House and $265,000 as proposed by the Senate; and restore the 
limitation on nonadministrative expenses proposed by the House, 
amended and increased from $374,000 to $455,000. 

Amendment No. 46—Defense Community Facilities and Servees: 
Reported in disagreement. 


Pustic HousinG ADMINISTRATION 


Amendment No. 47—Annual contributions: Strikes out the pro- 
posal of the Senate and restores the proposal of the House amended 
to limit during the fiscal year 1953 the commencement of not to 
exceed 35,000 dwelling units. 

Amendment No. 48—Annual contributions—occupancy of housing 
units by subversives; Reported in disagreement. In applying the 
principles involved in connection with the amendment to be recom- 
mended by the managers on the part of the House, relating to the 
housing units under the Public Housing Administration, it 1s urged 
that the Federal Housing Administration and the Veterans’ Adminis- 
tration also, insofar as practicable, apply the same principles in the 
insuring and guaranteeing of loans ‘for the construction and financing 
of other types of housing. 

Amendment No. 49 — Administrative expenses; Appropriates $8,000,- 
000, instead of $7,000,000 as proposed by the House and $9,000,000 
as proposed by the Senate. 


INDIAN CLAIMS COMMISSION 


Amendments Nos. 50 and 51—Sualaries and expenses: Appropriate 
$91,400. instead of $89,300 as proposed by the House and $95,500 as 
proposed by the Senate; and authorize $2,275 for expenses of travel, 
instead of $2,000 as proposed by the House and $2,550 as proposed 
by the Senate. ; 
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INTERSTATE COMMERCE COMMISSION 


Amendments ..os. 52 and 5%—Salaries ana expenses: Appropriate 
$9,319,500, instead of $8,935,000 as proposed bv the House and 
$9. 704.000 as proposed bv the Senate and authorize $230,650 fer 
expenses of travel, instead of $205,000 as proposed by the House and 
$256,300 as proposed by the Senate. 

Amendments Nos. 54 and 55— Railroad safety: Appropriate $974,- 
500, instead of $907,000 as proposed by the House and $1,042,000 as 
proposed by the Senate; and authorize the use of $163,050 for expenses 
of travel, instead of $145,000 as proposed by the House and $181,100 
as proposed by the Senate. 

Amendments Nos. 56 and 57—Locomotive inspection: Appropriate 
$709,500, instead of $664,006 as proposed by the House and $755,000 
as proposed by the Senate; and authorize the use of $112,620 for 
expenses of travel, instead of $100,000 as proposed by the House and 
$125,240 as proposed by the Senate. 


NatTIoNaAL Apvisory CoMMITTEE FOR AFRONAUTICS 


Amendments Nos. 58 and 59— Salaries ond erpense: Appropriate 
$48,586,100 for this purpose, instead of $46,522, 200 as proposed by the 
House and $50,650,000 as proposed by the Senate; and authorize the 
use of $240,050 for expenses of travel, instead of $213,400 as proposed 
by the House and $266,700 as proposed by the Senate. 


NATIONAL CAPITAL PARK AND PLANNING COMMISSION 


Amendment No. 60—Land acquisition: Authorizes the use of 
$24,940 for necessary expenses in connection with land acquisition, 
instead of $22,375 as proposed by the House and $27,500 as proposed 
by the Senate. 

NATIONAL ScreENcCE FOUNDATION 


Amendments Nos. 61 and 62—Salaries and expenses: Appropriate 
$4,750,000, instead of $3,500,000 as proposed by the House and 
$6,000,000 as proposed by the Senate; and authorize the use of 
$118,750 for expenses of travel, instead of $95,000 as proposed by the 
House and $142,500 as proposed by the Senate. 


RENEGOTIATION BoarpD 


Amendments Nos. 63 and 64—Salaries and expenses: Appropriate 
$5,407,800, instead of $4,907,800 as proposed by the House and 
$5,907,800 as proposed by the Senate; and authorize the use of 
$235,500 for expenses of travel, instead of $180,000 as proposed by the 
House and $291,000 as proposed by the Senate. 


SECURITIES AND EXCHANGE COMMISSION 





Amendment No. 65—Salaries and expenses: Authorizes the use of 
$101,250 for expenses of travel, instead of $90,000 as proposed by the 
House and $112,500 as proposed by the Senate. 
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SELECTIVE SERVICE SYSTEM 


Amendments Nos. 66 and 67—Salaries and expenses: Appropriate 
$36,772,000 as proposed by the Senate instead of $36,597,000 as pro- 
posed by the House: and restores the language of the House placing 
limitation: on the several activities of this agency including limitations 
on funds available for the use of travel adjusted to provide a compro- 
mise figure in each instance on the funds which may be used for travel 
expense. 

Amendment No. 68: Reported in disagreement. 


SMITHSONIAN INSTITUTION 


Amendments Nos. 69 and 70—Salaries and expenses: Appropriate 
$2,419,500, instead of $2,274,000 as proposed by the House and 
$2,565,000 as proposed by the Senate; and authorize use of $10,225 
for expenses of travel, instead of $9,100 as proposed by the House and 
$11,350 as proposed by the Senate. 

Amendments Nos. 71 and 72—Salaries and expenses, National Gallery 
of Art: Appropriate $1,240,550, instead of $1,181,100 as proposed by 
the House and $1,300,000 as proposed by the Senate; and authorize 
the use of $1,800 for expenses of travel, instead of $1,600 as proposed 
by the House and $2,000 as proposed by the Senate. 


SUBVERSIVE Activiries ControL Boarpb 


Amendment No. 73—Salaries and expenses: Authorizes the use of 
$5,500 for expenses of travel, instead of $4,000 as proposed by the 
House and $7,000 as proposed by the Senate. 


TARIFF COMMISSION 


Amendments Nos. 74 and 75—Salaries and expenses: Appropriate 
$1,291,375, instead of $1,194,750 as proposed by the House and 
$1,388,000 as proposed by the Senate; and authorize the use of 
$13,500 for expenses of travel, instead of $12,000 as proposed by the 
House and $15,000 as proposed by the Senate. 


TENNESSEE VALLEY AUTHORITY 


Amendments Nos. 76, 77, 78, and 79: Appropriate $186,027,000 as 
proposed by the Senate instead of $171,270,000 as proposed by the 
House; authorize the purchase of 220 automobiles of which 150 shall 
be for replacement only as proposed by the Senate, instead of 110 for 
replacement only as proposed by the House; authorize the use of 
$1,546,650 for expenses of travel, instead of $1,375,000 as proposed by 
the House and $1,718,300 as proposed by the Senate; and strike out the 
provisions of the House requiring a performance bond or satisfactory 
warranty in connection with the purchase of coal, and placing a limi- 
tation on funds available for personal services, as proposed by the 
Senate. 

VETERANS’ ADMINISTRATION 


Amendments Nos. 80 and 81—Administration, medical, hospital, and 
domiciliary services: Appropriate $843 ,382,260, instead of $809,382,260 
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as proposed by the House and $877,382,260 as proposed by the Senate; 
and authorize the use of $3,530,700 for expenses of travel, instead of 
$3,138,400 as proposed by the House and $3,923,000 as proposed by 
the Senate. Conferees have approved the full amount of the budget 
estimate for research, including work in connection with prosthetic 
appliances, and have further agreed that there should be no reduction 
in the number of doctors, dentists, nurses, and dietitians. 

Amendment No. 82—Hospital and domiciliary facilities: Appropri- 
ates $108,791,000, instead of $153,600,000 as proposed by the House 
and $66,316,000 as proposed by the Senate. The sum of $42,475,000 
restored by the conferees is to provide funds to enable the Veterans’ 
Administration to initiate construction of two neuropsychiatric 
hospitals, one in southern California and one in Ohio. 

Amendment No. 83—Major alterations, improvements, and repairs: 
Appropriates $8,750,000, instead of $8,000,000 as proposed by the 
House and $9,500,000 as proposed by the Senate. 





War Criarms ComMIssION 


Amendments Nos. 84 and 85—Administrative expenses: Appropriate 
$734,550, instead of $683,000 as proposed by the House and $786,100 
as proposed by the Senate; and authorize the use of $9,000 for expenses 
of travel, instead of $8,000 as proposed by the House and $10,000 as 
proposed by the Senate. 

Amendment No. 86—Reduction in appropriation, National Capital 
Sesquicentennial Commission: Reported in disagreement. 


INDEPENDENT OFFICES—GENERAL PROVISIONS 


Amendment No. 87—Persons engaged in personnel work: Exempts 
from the provisions of the section persons engaged on work as com- 
mittees of expert examiners and boards of civil service examiners as 
proposed by the Senate. 


TITLE II—DEPARTMENT OF COMMERCE 
MARITIME ACTIVITIES 


Amendment No. 88—Operating-differential subsidies: Inserts the 
language of the Senate amendment in lieu of the proposal of the House 
in connection with the number of voyages for subsidized operators 
amended to be effective as to new operators on July 1, 1952, instead 
of July 1, 1951, as proposed in the Senate amendment. 

Amendments Nos. 89, 90, 91, 92, 93, 94, 95, and 96.—Salaries and 
expenses: Appropriate a total of $15,617,850 for such purpose, instead 
of $14,375,700 as proposed by the House and $16,860,000 as proposed 
by the Senate; provide $8,655,850 for administrative expenses, in- 
stead of $8,099,700 as proposed by the House and $9,212,000 as pro- 
posed by the Senate, of which $145,525 shall be available for expenses 
of travel, instead of $130,700 as proposed by the House and $160,350 
as proposed by the Senate; authorize the transfer of funds from the 
vessel operations revolving fund for the employment of 400 employ- 
ees, instead of 300 as proposed by the House and 500 as proposed by 
the Senate; provide $1,921,000 for maintenance of shipyard facilities, 
operation of warehouses, etc., instead of $1,764,000 as proposed by the 








22 INDEPENDENT OFFICES APPROPRIATION ACT, 1953 


House and $2,078,000 as proposed by the Senate, of which $2,490 
shall be available for expenses of travel, instead of $2,200 as proposed 
by the House and $2,775 as proposed by the Senate; and provide 
$5,041,000 for reserve fleet exnenses, inste»d of $4,512,000 as proposed 
by the House and $5,570,000 as proposed by the Senate, of which 
$7,490 shall be available for expenses of travel, instead of $6,650 as 
proposed by the House and $8,325 as proposed by the Senate. 

Amendments Nos. 97, 98, 99, 100, 101, 102, and 103—Maritime 
training: Appropriate $3,584,000, instead of $2,795,200 as proposed 
by the House and $3,990,000 as proposed by the Senate; authorize 
the use of $2,474,100 for personal services as proposed by the Senate, 
instead of $1,881,600 as proposed by the House, and eliminate the 
provision of the Senate excluding from the foregoing amount for 
personal services the pay of cadet midshipmen; authorize the use of 
$2,500 for contingencies for the Superintendent as proposed by the 
Senate, instead of $1,500 as proposed by the House; authorize the use 
of $25,625 for expenses of travel, instead of $20,500 as proposed by 
the House and $30,750 as proposed by the Senate; authorize the 
transfer of $72,500 to the Public Health Service as proposed by the 
Senate, instead of $55,680 as proposed by the House; and eliminate 
the proposal of the Senate providing for pay of cadet midshipmen, 
restoring in lieu thereof the House provision for uniforms and 
textbooks. 

Amendment No. 104—State marine schools: Appropriates $663,200, 
instead of $643,400 as proposed by the House and $1,092,050 as 
proposed by the Senate; and eliminates the proposal of the Senate 
providing for the pay of cadet midshipmen at $65 per month and 
$275 per annum for subsistence, restoring the provision of the House 
bill providing for allowances for uniforms, textbooks, and subsistence, 
amended to provide $320.200, instead of $300,400 as proposed by 
the House. 

Amendment No. 105: Restores the provision of the House relating 
to payment for vessels requisitioned or insured by the Government 
and lost while so requisitioned or insured. 





TITLE IlI—CORPORATIONS 
Hovusinc aND Home FINANcE AGENCY 


Amendments Nos. 106, 107, and 108—Federal National Mortgage 
Association: Authorize the use of $3,509,500 of available funds for 
administrative expenses, instead of $3,371,425 as proposed by the 
House and $3,647,600 as proposed by the Senate; authorize the use 
of $138,105 for expenses of travel, instead of $122,760 as proposed by 
the House and $153,450 as proposed by the Senate; and restore the 
limitation of the House on administrative expenses not under limita- 
tion, amended to fix such limitation at $151,000. 

Amendment No. 109—Office of the Administrator (prefabricated 
housing): Authorizes the use of $6,750 for expenses of travel, instead 
of $6,000 as proposed by the House and $7,500 as proposed by the 
Senate. 

Amendments Nos. 110 and 111—Home Loan Bank Board: Author- 
ize the use of $22,500 for expenses of travel, instead of $20,000 as 
proposed by the House and $25,000 as proposed by the Senate; and 
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restore the limitation of the House on nonadministrative expenses 
for examination of Federal- and State-chartered institutions, amended 
to fix such limitation at $1,775,000. 

Amendment No. 112—Federal Savings and Loan Insurance Corpo- 
ration: Authorizes the use of $4,150 for expenses of travel, instead 
of $3,700 as proposed by the House and $4,600 as proposed by the 
Senate. 

Amendments Nos. 113 and 114—Federal Housing Administration: 
Authorize the use of $146,125 for expenses of travel, instead of 
$130,000 as proposed by the House and $162,250 as proposed by the 
Senate; and restore the limitation of the House on nonadministrative 
expenses, amended to fix such limitation at $28,870,000. 

Amendments Nos. 115, 116, 117, and 118—Public Housing Adminis- 
tration: Authorize the use of $11,534,000 of available funds for 
administrative expenses, instead of $10,455,000 as proposed by the 
House and $12,613,000 as proposed by the Senate; authorize the use 
of $697,500 for expenses of travel, instead of $620,000 as proposed by 
the House and $775,000 as proposed by the Senate; restore the limita- 
tion: of the House on nonadministrative expenses, amended to fix 
such limitation at $32,722,080; and authorize the use of $142,500 of 
available funds for expenses in connection with the sale of certain 
properties, instead $50,000 as proposed by the House. 





INLAND WATERWAYS CORPORATION 


Amendments Nos. 119, 120, and 121—Administrative expenses: 
Authorize the use of $481,200 of available funds for administrative 
expenses, as proposed by the Senate, instead of $467,330 as proposed 
by the House; authorize the use of $10,755 for expenses of travel, 
instead of $9,560 as proposed by the House and $11,950 as proposed 
by the Senate; and authorize the purchase of one and hire of passenger 
motor vehicles, instead of the purchase of two such vehicles as pro- 
posed by the Senate. 


TITLE IV—GENERAL PROVISIONS 


Amendment No. 122—Limitation on annual leave, civilian officers 
and employees: Restores the matter stricken out by said amendment, 
adding thereto a provision to the effect that the section shall not be 
applicable to annual leave accumulated prior to January 1, 1952 

Amendment No. 123: Corrects a section number. 

Amendment No. 124—Limitation on number of automobiles operated 
at seat of government: Strikes out the proposal of the House in this 
connection. 

Amendments Nos. 125 and 126: Correct section numbers. 

Amendment No. 127—Restriction on compensation of persons acting 
as chauffeurs: oo the proposal of the Senate to except persons on 
duty in a foreign country. 

Amendment No. 128—Reduction in personnel: The conference com- 
mittee has omitted the matter stricken out and inserted by said 
amendment. The conferees hereby direct the agencies involved under 
the provisions of this amendment to apply the principles of the 
“Jensen”? amendment in reducing personnel to a point where they 
will come within the dollar limitations provided in the bill; and by so 
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doing the principles of the ‘Jensen, amendment will soften the reduc- 
tions required to enable the agencies to operate within the amount 
of the appropriations provided in the bill as finally enacted. 

Amendment No. 129: Fixes a ceiling of $1,600 which may be paid 
for the acquisition of passenger motor vehicles, with certain exceptions, 
as proposed by the Senate. 

Amendment No. 130—Limitation on funds available for personnel 
engaged in information, publicity, editorial and similar work: Reported 
in disagreement. 

Amendment No. 131—Limitation on funds available for pay above 
basic rates and for tronsportation of things: Strikes out the proposal of 
the Senate. 

Amendment No. 132: Corrects a section number. 


ALBERT THOMAS, 
Harry R. SHEPPARD, 
GEORGE ANDREWS, 
Sipney R. YatsEs, 
CLARENCE CANNON, 
JOHN PHILLIPS, 
Norris Corton, 
JoHN TABER, 

Managers on the Part of the House. 
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BMERGENCY POWERS CONTINUATION ACT 
mv. OF MICH. 


it 1 5 1952 es si 
Wt vo tus JuLty 2, 1952.—Ordered to be printed 


) Mr. Cretver, from the committee of conference, submitted the 
following 

i 

: ’ _ 7 ’ 

| CONFERENCE REPORT 

[To accompany H. J. Res. 477] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the joint resolution (H. J 
Res. 477) to continue the effectiveness of certain statutory provisions 
for the duration of the national emergency proclaimed December 16, 
1950, and six months thereafter, but not bevond June 30, 1953, having 
met, after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

Strike out all after the enacting clause and insert That notwith- 
standing the termination on April 28, 1952, of the existence of a state of 
war with Japan deciared December 8, 1941 (55 Stat. 795), and of the 
national emergencies proclaimed by the President on September 8, 1939 
(Proc. 2352, 54 Stat. 2643), and on May 27, 1941 (Proce. 2487, 55 Stat. 
1647), and notwithstanding any proclamation of peace with respect to 
such war— 

(a) The foliowing statutory provisions, and the authorizations con- 
ferred and liabilities imposed thereby, in addition to coming into full force 
and effect in time of war or otherwise where their terms so provide, shall 
remain in full force and effect until sic months after the termination of 
the national emergency proclaimed by the President on December 16, 1950 
(Proc. 2914, 3 C. F. R., 1950 Supp., p. 71), or until such earlier date 
or dates as may be provided by the Congress by coneurrent resolution 
either generally or for a particular statutory provision or by the President 
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either generality by proclamation or for a particular statutory provision, 
but in no event beyond . Apri! 1, 1958, notwithstanding any other terminal 
: date or provision of law with respect to such statutory provisions and 


notwithstanding any limitation, by reference to war or national emergency, 
of the time during or for which authorizations or liabilities thereunder 
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may be exercised or imposed; and acts or events of the kind giving rise to 
legal consequences under any of those provisions when performed or oceur- 
ring during the state of war which terminated on April 28, 1952, shall 
give rise to the same legal consequences when they are per. formed or oceur 
during the period above provided ; for: 

(1) Act of December 17, 1942 (ch. 739, sec. 1, 56 Stat. 1053), 
amended (50 U. S. C. App. 1201); and, effective for the period of Me 
provided for in the opening paragraph of this subsection, section 1 of 
said Act of December 17, 1942, is amended by inserting “or the main- 
tenance of the national defense” after “the prosecution of war’’. 

2) Act of March 27, 1942 (ch. 199, sees. 1801-1304, 56 Stat. 185-186; 
60 U.S. C. App. 6. 43, 643a, 643b, 648e). 

(3) Act of July 7, 1943 (ch. 192, sec. 11, 57 Stat. 382; 44 U.S. C. 
376). 

(4) Act of July 2, 1940 (ch. 508, sec. 1 (a) and 1 (b), 54 Stat. 712, 
713), as extended by sections 13 and 16 of the Act of June 5, 1942 (ch. 
8340, 56 Stat. 317; 50 U. S. C. App. 773, 1171, (a), 1171 (b)); and the 
authority thereby granted to the Secretary of the Army is hereby con- 
ferred on the Secretary of the Navy, to be exercised by him on behalf of 
the Department of the Navy, using naval appropriations for the purpose. 

(5) Act of June 5, 1942 (ch. 340, sees. 1, 7, and 11, 56 Stat. 314, 316, 
$317; 50 U. S. C. App. 761, 767, 771). 

(6) Act of January 2, 1942 (ch. 645, sec. 7), as added by the Act of 
April 22, 1943 (ch. 67, sec. 7, 57 Stat. 67; 31 U. S. C. 2241). 

(7) Act of March 7, 1942 (ch. 166, sees. 1-12, 14, and 15, 56 Stat. 
143-147), as amended (50 U. S.C. App. 1001- “1012, 1014, and 1015), 
and as extended Oy section 4 (e) of the Act of June 24, 1948 (ch. 625, 62 
Stat. 608; 50 U.S. C. App. 454°(e)) Effective for the ‘period of time 
provided for in tha opening paragraph of this subsection, sections 2, 6, 9, 
12, and 14 of said Act of March 7, 1942, as they read immediately before 
the enactment of Public Law 313, Eighty-second Congress, are amended 
as follows, and, as so amended, are further extended in accordance with 
section 4 (e) of said Act of Tune 24, 1948: 

(A) Section 2 (50 U. S. App. 1002) is amended by deleting 
“interned in a neutral Boe captured by an enemy” and inserting in 
lieu thereof ‘‘interned in a foreign country, captured by a hostile force.” 

(B) Section 6 (650 U.S. C. App. 1006) is amended by deleting “in the 
hands of an enemy or is interned in a neutral country” and inserting in 
liew thereof “in the hands of a hostile force or is interned in a foreign 
country’’. 

(C) Section 9 (50 U.S. C. App. 1009) is amended by deleting ‘‘in the 
lands of an enemy” and inserting in lieu thereof “in the hands of a hostile 
force” and by deleting “such enemy’’ and inserting in lieu thereof ‘such 
hostile force’’. 

(D) Section 12 (50 U. S. C. App. 1012) is amended by deleting 
“interned in a neutral country, or captured by the enemy” and inserting 
in lieu thereof “interned in a foreign country, or captured by a hostile 
force’’. 

(E) Section 14 (50 U. S. C. App. 1014) is amended to read as follows: 

“Sec. 14. The provisions of this Act applicable to persons captured by 
a hostile force shall also apply to any person beleaguered or besieged by a 
hostile force.” 

(8) Act of December 4, 1942 (ch. 67. 


4, secs. 2, 3, and 4, 56 Stat. 1039; 
10 U.S. C. 9046, 904, 904d). 
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(9) Act of October 26, 1942 (ch. 624, 56 Stat. 987; 50 U. S. C. App. 
836). 

(10) Act of December 18, 1942 (ch. 765, 56 Stat. 1057; 10 U.S. C. 906 
and note, 907 and note). 

(11) Act of June 25, 1942 (ch. 447, 56 Stat. 390-391; 50 U. S.C. App. 
781-785). 

(12) Act of October 14, 1940 (ch. 862, 54 Stat. 1125), as amended, 
secs. 1, 202, 301, 401, 402, and 501 (42 U. S. C. 1521, 1532, 1541, 
1561, 1562, 1571). In view of the continuing existence of acute housing 
needs occasioned by World War II, the emergency declared by the 
President on September 8, 1939, shall, for the purpose of continuing 
the use of property held under said Act of October 14, 1940, continue to 
exist during the period of time provided for in the opening paragraph of 
this subsection. 

(13) Act of December 2, — (ch. 668, titles I and 11, 56 Stat. 1028), 
as amended (42 U. S. C. 1701-1706, 1711-1717). Effective for the 
period of time ‘provided for in the opening paragraph of this subsection, 
the following terms, as used in titles IT and [1 of said Act of December 2 
1942, and the terms “allies” and “war effort’, as used in the statutor y 
provisions referred to in section 101 (a) (1) of said Act (42 U. 8.6. 
1701 (a) (1)), have the following meanings: The term ‘“‘enemy’’ means 
any nation, government, or force engaged in armed conflict with the 
Armed Forces of the United States or of any of its allies. The term 
“allies’’ means any nation, government, or force participating with the 
United States in any armed conflict. The terms “national war effort’’ 
and ‘“‘war effort”’ include national defense. The term ‘‘war activities”’ 
includes activities directly related to military operations. 

(14) The paragraph designated ‘‘(2)” which was inserted into the Act 
of March 3, 1909 (ch. 255, 35 Stat. 753), by the Act of April 9, 1943 
(ch. 39, 57 Stat. 60; 54 = S. C. 583). 

(15) Act of October 25, 1943 (ch. 276, 57 Stat. 575), as amended by 
section 2 of the Act of « April 9, 1946 (ch. 121, 60 Stat. 87; 38 U.S.C. 
11a note). 

(16) Act of December 23, 1944 (ch. 716, 58 Stat. 921; 50 U.S 
App. 1705 and note, 1706, 1707). 

(17) Act of July 28, 1945 (ch. 328, sec. 5 (b), 59 Stat. 505; 5 U.S.C. 
801); and, effective for the period of time prov vided for in the opening 
paragraph of this subsection the term “enemy” as used in section 5 (b) 
of said Act of July 28, 1945, means any nation, government, or force 
engaged in armed conflict with the Armed Forces of the United States or 
of any nation, government, or force participating with the United States 
in any armed conflict. 

(18) Act of June 27, 1942 (ch. 453, 56 Stat. 461; 50 U. S. C. App. 
801, 802). 

(19) Act of October 17, 1942 (ch. 615, sees. 1-4, 56 Stat. 796; 36 
U. S. C. 179-182). 

(20) Act of July 15, 1949 (ch. 338, title V, sec. 507, 63 Stat. 436; 
42 U.S. C. 1477). 

(21) Act of October 14, 1940 (ch. 862. title V, sec. 503), as added by the 
Act of June 23, 1245 ey 192, 59 Stat. 260: 42 U.S. C. 1573). 

(22) Act of July 22, 1937 (ch. 517, sec. 1. 50 Stat. 522), as amended 
(7 U. S. C. 1001). 

(23) Act of April 24, 1912 (ch. 90, secs. 1 and 2, 37 Stat. 90, 91), as 
amended (86 U. S. C. 10, 11). 
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(24) The erghth paragraph (designated ‘‘ Military traffic in time of 
war’’) of section 6 of the Act of. February 4, 1887, hese? 104, as that 
section was amended by section 2 of the Act of June 29, 1906 (ch. 3591, 
84 Stat. 586; 10 U.S. O. 1862 and 49 U.S. 0.6 @)) 

(25) Act of February 4 4, 1887 (ch. 104, sec. 1 (15)), as enacted by Act 
of wy 28, 1920 (ch. 91, sec. 402, 41 Stat. 456, ‘re: 49 U.S.C. 1 
(15) 

(26) Act of February 4, 1887 (eh. 104, sec. 420), as added by Act of 
May 16, 1942 (ch. 318, sec. 1, 56 Stat. 284, 298; 49 U.S. C. 1020). 

(27) Act of June 6, 1941 (ch. 74, 55 Stat. 242-245), as amended 
(50 U. S. C. App. 1271-1275). 

) Act of December 3, 1942 (ch. 670, see. 2, 56 Stat. 1038; 33 
U.S. C. 85a). 

(29) Title 18, United States Code, sections 794, 2158, 2154, and 2388. 
l’ffective in each case for the period of time provided for in the opening 
paragraph of this subsection, title 18, United States Code, section 2151, 
is amended by inserting ‘‘or defense activities’? immediately before the 
period at the end of the definition of “war material’? and said sections 
2153 and 2154 are amended by inserting the words ‘‘or defense activities” 
immediately after the words ‘‘carrying on the war” wherever they appear 
therein. 

(30) Act of May 22, 1918 (eh. 81, 40 Stat. 559), as amended by the 
Act of June 21, 1941 (ch. 210, 55 Stat, 252, 253; 22 U.S. C. 223-2266). 

(31) Act of October 31, 1942 (ch. 34, 06 Stat. 1013; 35 U.S. C. 89 
and note and 90-96); and, effective for the period of time provided for 
in the opening paragraph of this subsection, the terms ‘‘ prosecution of 
the war” and ‘conditions of wartime production’, as used in said Act 
of October 31, 1942, include, respectively, prosecution of defense activities 
and conditions of production during the national emergency proclaimed 
by the President on December 16, 1950. 

(32) Title 28, United States Code, section 2680 (j). 

(b) The following statutory provisions which are normally operative in 
time of peace shall not be operative by reason of the termination of a state 
of war on April 28, 1952, but rather (in addition to being inoperative, in 
accordance with their terms, in time of war) shall continue to be inopera- 
tive until six months after the termination of the national emergency pro- 
claimed by the President on December 16, 1950, or until such earlier date 
or dates as the Congress by concurrent resolution or the President may 
provide either generally or for a particular statutory provision, but in no 
event beyond April 1, 1953, any other provision of law with respect thereto 
to the contrary notunthstanding: 

(1) Those portions of section 37 of the Act of June 3, 1916 (ch. 134, 
39 Stat. 189), as amended (10 U.S. C. 353), which restrict the ee 
ment of Reserve officers in time of peace. 


(2) The second sentence of section 40b of the Act of June 3, 1916, as 
added by section 33 of the Act of June 4, 1920 (ch. 227, 41 Stat. 777), as 
amended (10 U.S. C. 386). 

(3) Act of August 4, 1942 (ch. 547, sec. 10, 56 Siat. 738; 34 Oh OF be 


8501). 
(4) Act of June 28, 1944 (ch. 3 
(10 U.S. C. 1214; 34 U, S.C. 56 
(5) Act of March 3, 1893 (ch. 2. 
(6) Act of June 16, 1890 (ch. - 
651). ‘ 


06, sec. 2, 58 Stat. 624), as amended 

5b). 

12, 27 Stat..717; 34 U. S. C. 196). 
26, sec. 4, 26 Stat. 158; 10 U.S 
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(7) Joint resolution of November 4, 1939 (ch. 2, sec. 7, 54 Stat. 8; 
2 U.S. C. 447 (a)-(d)) 

(c) The President is authorized to continue in effect until and including 
April 1, 1953, all appotntments as officers and as warrant officers of the 
Army and of the Air Force whieh under the following provisions of law 
would terminate after April 27, 1952, and before April 1, 1953: 

(1) Sections 37 and 38 of Be Act of June . ts (ch. 134, 39 Stat. 
189, 190), as amended (10 U.S. C. 358, 32 U. . 19), and section 127a 
of that Act as added by the Act of June 4, 1686 rf h. 227, 41 Stat. 785), 
as amended (10 U.S. C. 513). 

(2) Section 515 (e) of the Act of August 7, 1947 (ch. 
10 U.S. C. 506d (e)). 

(3) Section 8 of the Act of August 21, 1941 (eh. 384, 55 Stat. 652), as 
amended (10 U.S.C. 591a). 

Sec. 2. (a) Section 5 (m) of the Act of May 18, 1933 (ch. 32, 48 
Stat. 62; 16 U.S. C. 831d (m)) is amended by inserting before the period 
at the end thereof “or, until six months after the termination of the national 
emergency proclaimed by the President on December 16, 1950, or until 
such earlier date or dates as the Congress by concurrent resolution or the 
President may provide but in no event after April 1, 1958, to nations 
associated with the United States in defense activities’’ 

(6) | The second proviso of section 1 of the Act of May 29, 1945 (ch. 
134, 59 Stat. 225), as amended (31 U.S. C. 222c), is amended to read: 
“Provided, That if such accident or incident occurs in time of war, or if 
war intercenes within two years after its occurrence, any claim may, on 
good cause shown, be presented within one year after peace is established, 
but if such accident or incident occurs after December 6, 1939, and before 
the termination of the national emergency proclaimed December 16, 1950, 
any claim may, on good cause show n, be presented within one year after 
the termination of that national emergency or April 1, 1953, w hichever 
is earlier. Pe and such section as SO amended : shall apply to the Navy in 
accordance with section 2 of the Act of December 28, 1945 (ch. 597, 59 
Stat. 662; 31 U.S. C. 222¢e). 

(c) The second proviso of section 1 of the Act of July 3, 1943 (eh. 189, 
5? Stat. 372), as amended (31 U. S. C. 223b), is amended to read: 
“Provided, That if such accident or incident occurs in time of war, or if 
war intervenes within one year after its occurrence, any claim may, on 
good cause shown, be presented within one year after peace is established, 
but if such accident or incident occurs after June 23, 1950, and before 


912, 61 Stat. 907: 


the termination of the national emergency proclaimed December 16, 1950, 
any claim may, on good cause shown, be presented within one year after 
the termination of that national emergency or April 1, 1953, whichever 
is earlier.”’; and such section as so amended shall apply to the Navy in 
accordance with section 1 of the Act of December 28, 1945 (ch. 597, 59 
Stat. 662; 31 U.S. C. 223d). 

Sec. 3. Authority now conte rred upon the Secre tary of the Air Force 
under the statutory provisions cited in this joint resolution is hereby 
extended to the same extent as the authority of the Secretary of the Army 
thereunde) 

Sec. 4. Nothing in this joint resolution shall be construed to repeal or 
modify section 601 of Public Law 155, Eighty-second Congress, first 
session, relative to coming into agreement with the Committee on Armed 
Services of the Senate and of the House of Representatives with respect to 
real-estate actions by or for the use of the military departments or the 
Federal Civil Defense Administration. 
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Sec. 5. If any provision of this joint resolution, or the application 
thereof to any person or circumstances, is held invalid, the remaining 
provisions of this joint resolution, or the application of such provision to 
other persons or circumstances, shall not be affected thereby. 

Sec. 6. Public Laws 313 and 368, Enghty-second Congress, are 
repealed without effect upon rights accrued, liabilities incurred, or 
actions taken thereunder. 

Sec. 7. Sections 1 through 6 of this joint resolution shall take effect 
June 16, 1952. 

Sec. 8. This joint resolution may be cited as the “Emergency Powers 
Continuation Act’’. 


And the Senate agree to the same. 


Amend the title so as to read: “Joint resolution to continue the 
effectiveness of certain statutory provisions for the duration of the 
national emergency proclaimed December 16, 1950, and six months 
thereafter, but not beyond April 1, 1953.” 


EMANUEL CELLER, 

Micwart A. FriGgHan, 

E. L. Forrester, 

Cuauncry W. Reep, 

J. Cates Boaes, 

Parrick J. HILLINGs, 
Managers on the Part of the House. 

Pat McCarran, 

JAMES Q. EASTLAND, 

Homer Frreuson, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the joint resolution (H. J. Res. 477) to continue the effectiveness 
of certain statutory provisions for the duration of the national emer- 
gency proclaimed December 16, 1950, and 6 months thereafter, but 
not beyond June 30, 1953, submit the following statement in explana- 
tion of the effect of the action agreed upon by the conferees and 
recommended in the accompanying conference report: 

The Senate receded from its amendments and agreed to the joint 
resolution as passed by the House except that the authorizations are 
to extend only until April 1, 1953, instead of June 30, 1953, as provided 
in the House version. The House agrees to this amendment. 

EMANUEL CELLER, 

Micuagut A. FErIGHAN, 

EK. L. Forrester, 

Cuauncey W. Reep, 

J. Cater Boaes, 

Parrick J. HILLInGs, 
Managers on the Part of the House. 
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ARMED FORCES RESERVE ACT OF 1952 


Juty 2, 1952.—Ordered to be printed 


Mr. Brooks, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H, R. 5426] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 5426) 
relating to the reserve components of the Armed Forces of the United 
States, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


SHORT TITLE 


That this Act may be cited as the “Armed Forces Reserve Act of 1952’, 


TABLE OF CONTENTS Sections 
Part 1. EE. oe ee i A el Os TN ; 101 
Part II. Reserve components generally _ - bie Ge _ 201-259 
Chapter 1. Mission and general organization_ 201-216 
Chapter 2. Appointments and enlistments _ — - .. 217-232 
Chapter 3. Duty and release from duty_--- _ 233-239 
Chapter 4. Pay, allowances, and benefits : PLO-245 
Chapter 5. Civil employment 5 QIG—-247 
Chapter 6. Separation __-_- . 248-249 
Chapter 7. Administration - 250-259 
Part III. Reserve components of the Army-- - 301-304 
Part IV. Reserve components of the Navy, Marine Corps, and Coast 
remae t) Se eoiae. Cook Me ¥ 4 . 401-414 
Part V. Naval Militia._......-.-- 53 Bete ee aa cas ‘ 501-504 
Part VI. Reserve components of the Air Force - - 601-603 
Part VII. National Guard of the United States and the Air National 
Guard of the United States _ - 701-714 
Part VIII. Appropriations, repeals, amendments, and miscellaneous pro- 
VISIONS___ ~~ a bes a dc: thea ob teeth oh Ch 


7 
94006—52 
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PART I—GENERAL PROVISIONS 


Sec. 101. When used in this Act— 
(a) “Duty” means military service of any nature under orders or 
authorization issued by competent authority. 

(b) “Active duty’? means full-time duty in the active military service 
of the United States, other than active duty for training. 

(c) “Active duty for training’ means full-time duty in the active 
military service of the United States for training purposes. 

(d) “‘Inactive-duty training’? means any of the training, instruction, 
duty, appropriate duties, or equivalent training, instruction, duty, ap- 
propriate duties, or hazardous duty, performed with or without compensa- 
tion by members of the reserve components of the Armed Forces of the 
United States as may be prescribed by the appropriate Secretary pursuant 
to section 501 of the Career Compensation Act of 1949, as amended, or 
any other provision of law, and in addition thereto includes the perform- 
ance of special additional duties, as may be authorized by competent 
authority, by such members on a voluntary basis in connection urth the 
prescribed training or maintenance activities of the unit to which the 
members are assigned. Work or study performed by such members of 
the reserve components in connection with correspondence courses of the 
Armed Forces of the United States shall be deemed inactive-duty training 
for which compensation is not authorized under the provisions of section 
501 of the Career Compensation Act of 1949, as amended. Any in- 
active-duty training performed by members of the National Guard of the 
United States or of the Air National Guard of the United States, while 
in their status as members of the National Guard or Air National Guard 
of the several States, Territories, and the District of Columbia pursuant 
to section 92 of the National Defense Act, as amended, or pursuant to 
any other provision of law, shall be deemed to be inactive-duty training 
in the service of the United States as members of one of the reserve com- 
ponents specified in section 202 of this Act. 

‘Armed Forces of the United States’? means the Army, Navy, Air 
Force, Marine Corps, and Coast Guard, including all components thereof. 

(f) ‘‘ Member of a reserve component”? means a person appointed or 
enlisted as a Reserve of an Armed Force of the United States or a person 
who acquires such status by transfer pursuant to law to any of the reserve 
components specified in section 202 of this Act: Provided, That no person 
shall be a member of the National Guard of the United States or the Air 
National Guard of the United States unless he first be duly enlisted or 
appointed in the National Guard or the Air National Guard of the appro- 
~— State, Territory, or the District of Columbia, pursuant to law. 

(9) “ Officer’ ’ unless otherwise specified, means a commissioned or war- 
rant officer. 

(h) ‘“‘ Appropriate Secretary’? means— 

(1) the Secretary of the Army with respect to the Army; 

(2) the Secretary of the Navy with respect to the Navy and Marine 
Corps and, when the Coast Guard is operating as a service in the 
Navy, the Coast Guard; 

(3) the Secretary of the Air Force with respect to the Air Force; or 

(4) the Secretary of the Treasury with respect to the Coast Guard, 
when the Coast Guard is operating as a service in the Treasury 
Department. 
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(i) “Competent authority’? means any authority designated by the 
appropriate Secretary. | - 
(j) “Partial mobilization” means that action taken by the Congress or 
the President pursuant to any provision of law, to effect the entry into the 
active military service of the United States of such units and members 
thereof, or of such members not assigned to units organized for the purpose 
of serving as such, of any reserve component of the Armed Forces of the 
United States as are required to effect a limited expansion of the active 
Armed Forces of the United States. 


PART ITI—RESERVE COMPONENTS GENERALLY 
CHAPTER 1—MIssion AND GENERAL ORGANIZATION 


Sec. 201. (a) The Congress hereby declares that the reserve compo- 
nents of the Armed Forces of the United States are maintained for the 
purpose of providing trained units and qualitied individuals to be avail- 
able for active duty in the Armed Forces of the United States in time o) 
war or national emergency, and at such other times as the national 
security may require, to meet the requirements of the Armed Forces of the 
United States in excess of those of the Regular components thereof, during 
and after the period needed for procurement and training of additional 
trained units and qualified individuals to achieve the planned mobilization. 

(b) The Congress further declares, in accordance with our traditional 
military policy as expressed in the National Defense Act of 1916, as 
amended, that it is essential that the strength and organization of the 
National Guard, and the Air National Guard, as an integral part of the 
Jirst line defenses of this Nation, be at all times maintained and assured. 
It is the intent of the Congress that whenever Congress shall determine 
that units and organizations are needed for the national security in excess 
of those of the Regular components of the ground forces and the air forces, 
the National Guard of the United States, and the Air National Guard 
of the United States, or such part thereof as may be necessary, together 
with such units of the other reserve components as are necessary for a 
balanced force, shall be ordered into the active military service of the 
United States and continued therein so long as such necessity exists. 

Sec. 202. The reserve components are— 

(a) The National Guard of the United States; 

(b) The Army Reserve; 

(c) The Naval Reserve; 

(d) The Marine Corps Reserve; 

(e) The Air National Guard of the United States; 
(f) The Air Force Reserve; and 

(g) The Coast Guard Reserve. 

Sec. 203. The maximum numerical strength of each of the reserve 
components referred to in section 202 of this Act shall be as authorized by 
the Congress, or, in the absence of such authorization, shall be fixed by the 
President. 

Sec. 204. There shall be within each of the Armed Forces of the United 
States a Ready Reserve, a Standby Reserve, and a Retired Reserve, and 
each member of the reserve components shall be placed in one of these 
categories. 

Sec. 205. (a) The Ready Reserve consists of those units or members 
of the reserve components, or both, who are liable for active duty either in 
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time of war, in time of national emergency declared by the Congress or 
proclaimed by the President, or when otherwise authorized by law. 

(6) The authorized aggregate personnel strength of the Ready Reserve 
shall not exceed a total of one million five hundred thousand. 

Sec. 206. (a) The Standby Reserve consists of those units or members 
of the reserve components (other than members in the Retired Reserve), or 
both, who are liable for active duty only in time of war or national emer- 
gency declared by the Congress, or when otherwise authorized by law. 

(b) Except in time of war, or unless otherwise authorized by Congress— 
(1) no unit of the Standby Reserve organized for the purpose of serving as 
such nor the members thereof shall be ordered to active duty unless the 
appropriate Secretary (with the approval of the Secretary of Defense in 
the case of a Secretary of a military department) determines that adequate 
numbers of the required types of units of the Ready Reserves are not 
readily available, and (2) no other member of the Standby Reserve shall be 
ordered to active duty as an individual without his consent unless the 
appropriate Secretary (with the approval of the Secretary of Defense in 
the case of a Secretary of a military department) determines that adequate 
numbers of qualified members of the Ready Reserve in the required cate- 
gory are not readily available. 

Sze. 207. (a) The Retired Reserve consists of those members of the 
reserve components whose names are placed on reserve retired lists 
established pursuant to subsection (b) of this section. 

(b) In accordance with regulations prescribed by the appropriate 
Secretary, reserve retired lists shall be established upon which will be 
placed the names of those members of the reserve components who make 
applicarion therefor, if otherwise qualified. Such reserve retired lists 
shall be in addition to the Army of the United States Retired List, the 
Air Force of the United States Retired List, and the United States 
Naval Reserve Retired List authorized pursuant to section 301 of the 
Army and Air Force Vitalization and Retirement Equalization Act of 
1948, as amended. 

(c) Members in the Retired Reserve may, if qualified, be ordered to 
active duty involuntarily, but only in time of war or national emergency 
declared by the Congress or when otherwise authorized by law. 

Sec. 208. (a) Each person required to serve in a reserve component 
pursuant to law, shall, upon becoming a member of a reserve component, 
be placed in the Ready Reserve of his Armed Force for the remainder of 
his required term of service unless eligible for transfer to the Standby. 
Reserve under subsection (f) of this section. 

(b) Any member of the reserve components in an active status on the 
effective date of this Act may be placed in the Ready Reserve. 

(c) All units and members of the National Guard of the United States 
and Air National Guard of the United States shall be in the Ready Reserve 
of the Army and the Air Force, respectively. 

' (d) All members of the reserve components assigned to units organized 
for the purpose of serving as such, which are designated as units in the 
Ready Reserve, shall be wn the Ready Reserve. 

(e) Subject to such regulations as the appropriate Secretary may 
prescribe, any member of the reserve components may, at any time upon 
his request, be placed in the Ready Reserve if qualified. 

(f) Except in time of war or national emergency hereafter declared by 
the Congress, any member of the reserve components who is not serving on 
active duty in the Armed Forces of the United States shall, upon his 
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request, be transferred to the Standby Reserve for the remainder cf his 
term of service— 

(1) if he has serwed on active duty in the Armed Forces of the 
United States for not less than a total of five years; 

(2) af, having served on active duty in the Armed Forces of the 
United States for a total of less than five years, he has satisfactorily 
participated, as determined by the appropriate Secretary, in an 
accredited training program in the Ready Reserve for a period which 
when added to his period of active duty in the Armed Forces of the 
United States totals not less than five years or such lesser period of 
time as the appropriate Secretary (with the approval of the Secretary 
of Defense in the case of a Secretary of a Military Department) may 
prescribe in the case of satisfactory participation in such accredited 
re programs as the appropriate Secretary may designate; 

(3) if he has served on active duty in the Armed Forces of the 
United States for not less than twelve months between December 7, 
1941, and September 2, 1945, and, in addition thereto, has served 
on active duty in the Armed Forces of the United States for not less 
than twelve months subsequent to June 25, 1950; or 

(4) if he has served as a member of one or more reserve components 
subsequent to September 2, 19445, for not less than eight years. 

(g) No member of the National Guard of the United States or Air 
National Guard of the United States shall be transferred to the Standby 
Reserve without the consent of the governor or other appropriate authority 
of the State, Territory, or District of Columbia concerned. 

(h) Subsection (f) of this section shall not apply to any member of 
the reserve components in the Ready Reserve while serving under an 
agreement to remain therein for a stated period. 

(i) Subject to subsection (g) of this section, any member of the reserve 
components in the Ready Reserve may be transferred into the Standby 
Reserve, or into the Retired Reserve if qualified and if he makes applica- 
tion therefor, in accordance with such regulations as the appropriate 
Secretary (with the approval of the Secretary of Defense in the case of a 
Secretary of a Military Department) may prescribe. 

Sec. 209. (a) A person transferred to a reserve component of an 
Armed Force of the United States pursuant to the Universal Military 
Troining and Service Act, as omended, shall, if qualified and accepted, 
be permitted to enlist or accept an appointment in such Armed Force 
of the United States as he may elect (excevt that consent of the appropriate 
Secretaries shall be required for enlistment or appointment as a Reserve 
of another Armed Force of the United States) and to participate in such 
programs as are authorized for such Armed Force of the United States. 
Any such person who enlists or is appointed in an Armed Force of the 
United States shall be required to perform the remaining period of his 
required term of service in the Armed Force of the United States in which 
such enlistment or appointment is made, or in any other Armed Force 
of the United States in which he subsequently enlists or is appointed. All 
periods of such participation shall be credited against total periods of 
obligated service imposed by the Universal Military Training and 
Service Act, as amended, but no period of time shall be credited more than 
once. 

(b) Nothing in this section shall be construed to reduce, limit, or modify 
any period of service which any person may undertake to perform pur- 
suant to any enlistment or appointment or agreement, including an ogree- 
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ment entered into prior to, or at the time of, entering a progrom authorized 
by an Armed Force of the United States. 

Sec. 210. All members of the reserve compments who are not in the 
Ready or Retired Reserve shall be in the Standby Reserve. 

Sec. 211. (a) Within the Standby Reserve, an inactive status list shall 
be maintained. When deemed by competent authority to be in the best 
enterests of the service concerned, members in the Standby Reserve who 
are not required to remain members of a reserve component and who are 
unable to participate in prescribed training may, if qualified, be trans- 
Jerred to the inactive status list, in accordance with regulations pre- 
scribed by the appropriate Secretary. Such regulations shall provide for 
the return of such members to an active status under such conditions as the 
appropriate Secretary shall prescribe. 

(b) Members in the reserve components in an inactive status:shall not 
be eligible for pay, promotion, or award of retirement point credits under 
Title III of the Army and Air Force Vitalization and Retirement 

Hqualization Act of 1948, as amended. 

Sec. 212. (a) EKach member of the reserve components shall be in an 
active, inactive, or retired status. 

(6) Members of the reserve components shall be in an active status, 
except those on an inactive status list, members in the Retired Reserve, 
and those assigned to the inactive National Guard. 

(c) Members of the reserve components on an inactive status list and 
members assiqned to the inactive National Guard shall be in an inactive 
status. 

(d) Members of the Retired Reserve shall be in a retired status. 

Sec. 213. (a) Every person who is a member of a reserve component 
on the effective date of this Act shall be deemed, without further action, 
to retain his active, inactive, or retired status in his reserve component. 
Any such member in an honorary Reserve status or an honorary Retired 
Reserve status when this Act takes effect shall be placed in the Retired 
Reserve of the appropriate Armed Force of the United States. 

(b) Any person who is on the honorary retired list of the Naval Reserve 
or the Marine Corps Reserve when this Act takes effect shall be placed in 
the Retired Reserve of the appropriate Armed Force of the United States. 

Sec. 214. Except in the case of the National Guard of the Unied 
Staies and the Air National Guard of the United States, each reserve 
component shall be divided into training categories according lo the types 
and degrees of training including the number and duration of drills or 
equivatent duties to be completed in stated periods of time, as ihe appro- 
priate Secretary prescribes. The designation of such training categories 
shall be the same for each Armed Force of the United States and the same 
within the Ready Reserve and the Standby Reserve. 

Sec. 215. (a) Within such numbers as may be prescribed by the ap- 
propriate Secretary, enlisted members of the reserve components may, 
with their consent, be selected for training as officer candidates, and mem- 
bers so selecied shall be designated as officer candidates for the period of 
such training: Provided, That when not in the active military service of 
the United States, no member of the National Guard of the United Siates 
or Air National Guard of the United States shail be so selected, or desig- 
nated, without the consent of the governor or other appropriate authority 
of the State, Territory, or District ef Coli:mbia concerned. 

(b) Subject to any limitations imposed on the authorized n umerical 
strength of each reserve component, the numbers of officers and enlisted 
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personnel authorized in the various ranks, grades, and ratings shall be 
the numbers determined by the appropriate Secretary to be necessary to 
provide for planned mobilization requirements. The appropriate Secre- 
tary shall review such determinations not less than once annually and 
revise them as he deems necessary. No member of a reserve component 
shall be involuntarily reduced in his permanent rank, grade, or rating 
as a result of such a determination. 

Sec. 216. (a) The appropriate Secretary shall establish an adequate 
and equitable system for the promotion of members of the reserve com- 
ponents in an active status. Such promotion system shall, insofar as 
practicable, be similar to that provided for members of the Regular com- 
ponent of the appropriate Armed Force of the United States. Promotion 
policies for officers of the reserve components shall be based upon the 
mobilization requirements of the appropriate Armed Force of the United 
States in order to provide qualified officers in each grade, at ages suitable 
to their assignments and in numbers commensurate with mobilization 
needs. In order that vigorous reserve forces may be maintained, necessary 
leadership encouraged, and a steady flow of promotion provided, such 
promotion systems shall provide for forced attrition to the extent necessary. 

(6) The relative precedence of Reserve officers and Regular officers shall 


be determined in accordance with their respective dates of rank in grade. 


CHAPTER 2—APPOINTMENTS AND ENLISTMENTS 


Sec. 217. (a) Subject to the limitation that no person, other than a 
person who has had prior service in the Armed Forces of the United States 
or the National Security Training Corps, shall be appointed or enlisted 
as a Reserve in the Armed Forces of the United States who is not a citizen 
of the United States, its Territories or possessions, or who has not made 
a declaration of intent to become a citizen thereof, the appropriate Secre- 
tary shall, except as otherwise provided by law, prescribe physical, mental, 
moral, professional, and age qualifications. for appointment or enlistment 
of Reserve members of the Armed Forces of the United States. No person 
shall be appointed as a Reserve officer in any of the Armed Forces of the 
United States who is under the age of eighteen years. 

(b) Women may be appointed or enlisted as Reserves in the Armed 
Forces of the United States for service in the Army Reserve, the Naval 
Reserve, the Marine Corps Reserve, and the Air Force Reserve, as appro- 
priate, in the same grades, ranks, and ratings, aos are authorized for women 
in the Regular component of the appropriate Armed Force of the United 
States. Women moy be appointed or enlisted in the Coast Guard Reserve 

as provided in section 762, title 14, United States Code. Any female 
former officer or enlisted woman of an Armed Force of the United States 
may, if otherwise qualified, be appointed or enlisted as a Reserve in that 
Armed Force of the L Iited States in the highest rank, grade, or rating 
satisfactorily held by her on active duty. 

(c) Except in the case of Adjutants General and Assistant Adjutants 
General of the several States, Territories, and the District of Columbia, a 
person who has not held an appointment as a commissioned officer in any 
of the Armed Forces of the United States, or any component thereof, may 
not be appointed as a commissioned officer i in a grade higher than major or 
lieutenant commander in any of the Armed Furces of the United States 
except upon the recommendation of a beard of officers convened by the 
appropriate Secretary. 
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Sec. 218. The President, by and with the advice and consent of the 
Senate, shall make all appointments of Reserves in general or flag officer 
grades. 

Sze. 219. The President shall make all appointments of Reserves in 
commissioned grades below general or flag officer grades. 

Sec. 220. The appropriate Secretary shall make all appointments of 
Reserves in warrant officer grades. 

Szc. 221. All Reserve commissioned officers shall hold appointment 
——- the pleasure of the President. 

Src. 222. (a) To become an officer of a reserve component an individual 
shall be appointed as a Reserve commissioned officer or Reserve warrant 
officer of an Armed Force of the United States in a grade corresponding 
to one of the grades of the Regular component of that Armed Force of the 
United States and subscribe to the oath prescribed by section 1757 of the 
Revised Statutes, as amended (5 U.S. C. 16): Provided, That no person 
shall become a member of the National Guard of the United States or Air 
National Guard of the United States in a commissioned officer or warrant 
officer grade, hereunder, unless he first be appointed to and federally 
recognized in the same commissioned or warrant officer grade in the 
National Guard or Air National Guard in the appropriate State, Terri- 
tory, or the District of Columbia and subscribe to the oath provided in 
section 73 of the National Defense Act, as amended. 

(b) Each person appointed in a commissioned officer grade as a 
Reserve in an Armed Force of the United States shall be commissioned as 
a Reserve officer in the Army of the United States, the United States 
Navy, the United States Marine Corps, the United States Air Force, or 
the United States Coast Guard, as appropriate. 

Sec. 223. Reserve warrant officers shall hold appointment during the 
pleasure of the appropriate Secretary. 

Sec. 224. After the date of enactment of this Act, all appointments of 
Reserve officers shall be for an indefinite term. lll officers holding ap- 
pointments on the date of enactment in the National Guard ef the United 
we 8, or the Officers’ Reserve Corps, or the Naval Reserve, or the Marine 

Corps Reserve, or the Air National Guard of the United States, or the 
Air Force Reserve, or the Coast Guard Reserve shall be considered to hold 
such appointments as Reserve officers, as the case may be, in the Army, 
Navy, Marine Corps, Air Force, or Coast Guard, as appropriate, and 
in the case of commissioned officers to hold commissions as provided in 
section 222 (b) of this Act. Each such officer not holding an appoint- 
ment for an indefinite term on the date of enactment of this Act shall be 
given an appointment for an indefinite term in lieu of his current appoint- 
ment if such officer, after written notification by competent authority which 
shall be given within six months from the effective date of this Act, shall 
agree in writing to have his current appointment continued for an in- 
definite term. In the event such officer does not so agree in writing, the 
term of his present appointment shall not be changed by this section. All 
persons now enlisted in the National Guard of the United States, or the 
Enlisted Reserve Corps, or the Naval Reserve, or the Marine Corps Re- 
serve, or the Air National Guard of the | nited States, or the Air Force 
Reserve, or the Coast Guard Reserve shall be considered to be enlisted as 
Reserves in the Army, Navy, Marine Corps, Air Force, or Ccast Guard, as 
appropriate, without change in the periods of their current enlistments. 

Sec. 225. When not on active duty all members of the reserve com- 
ponents, except those in the Retired Reserve, shalt be given physical 
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examinations at least once every four years, or more often as the appro- 
priate Secretary deems necessary, and shall be required to submit personal 
certificates of physical condition annually. 

Sc. 226. Except as otherwise provided by law, the appropriate 
Secretary may provide for the honorable discharge, or transfer to a retired 
status, of members of the reserve componenis who are found not physically 
qualified for active duty: Provided, That no member of the National 
Guard of the United States or Air National Guard of the United States 
may be so transferred without the consent of the governor or other appro- 
priate authority of the State, Territory, or Disirict of Columbia concerned. 
In determining physical qualifications | for active duty, due consideration 
shall be queen to the character of the duty to which the member may be 

assigned in the event he should be ordered to active duty pursuant to law. 

Sec. 227. (a) Except as otherwise provided by law and subject to the 
provisions of subsection (b) of this section, enlisted members of the reserve 
components shall be enlisted for such periods as the appropriate Secretary 
prescribes. 

(b) Unless sooner terminated by the appropriate Secretary, all enlist- 
ments as Reserves in the Armed Forces of the United States, in force at 
the beginning of a war or national emergency hereafter declared by the 
Congress or entered into during the existence of such war or national 
emergency, which otherwise would expire, shall continue in force until 
siz months after the termination of the war or national emergency, which- 
ever is later. 

(c) In time of war or national emergency hereafter declared by the Con- 
gress, the period of service of any member of a reserve component who has 
been transferred thereto pursuant to law, unless sooner terminated by 
the appropriate Secretary, shall, if such period of service otherwise would 
expire, be extended until six months after the termination of the war or 
national emergency, whichever is later. 

Src, 228. To become an enlisted member of a reserve component an 
individual shall be enlisted as a Reserve of an Armed Force of the United 
States and subscribe to the oath prescribed by section 8 of the Act of May 
5, 1950, as amended, or be transferred to a reserve component pursuant to 
law: Provided, That no person shall become an enlisted member of the 
National Guard of the United States or Air National Guard of the United 
States, hereunder, unless he first be duly enlisted in the National Guard 
or Air National Guard of the appropriate State, Territory, or the District 
of Columbia, subscribe to the oath provided in section 70 of the National 
Defense Act, as amended, and is a member of a federally recognized unit 
or organization thereof in the same grade. 

Src. 229. Except as otherwise provided by this Act, no person shall 
be a member of more than one reserve component at the same time. 

Sec. 230. (a) When an enlisted member of a reserve component is 
designated as an officer candidate for temporary service in such category, 
his enlistment or period of service therein is ertended by such period as 
he may remain in such officer candidate status beyond the normal expira- 
tion date thereof. 

(b) No person while designated an officer candidate pursuant to this Aet 
shall participate in any Reserve Officer Training Corps program of the 
Armed Forces of the United States. 

Sec. 231. Any Reserve officer whose age eaceeds the maximum age pre- 
scribed for his grade and classification may be separated, or retained in or 
transferred to an active, inactive, or, upon his application, a retired status, 

H. Rept. 2445, 82-22 
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as the appropriate Secretary may prescribe: Provided, That no officer of the 
National Guard of the United States or Air National Guard of the United 
States shall be so retained or transferred without the consent of the governor 
or other appropriate authority of the State, Territory, or the District of 
C oe conce rned. 

. Persons who are otherwise qualified but who have physical 
de fe a: hich as determined by the appropriate Secretary will not interfere 
with the performance of general or special duties to which they may be 
assigned, may be appointed or enlisted as Reserves in any of the Armed 
Forces of the United States. 


CHaprer 8—Duory anv Retease From Dury 


Sec. 233. (a) In time of war or national emergency hereafter declared 
by the Congress, or when otherwise authorized by law, any unit and the 
members thereof, or any member not assigned to a unit organized for the 
purpose of serving as such, of any reserve component may, by competent 
authority, be ordered to active duty for the duration of the war or national 
emergency and for siz months thereafter, but members on an inactive 
status list or in a retired status shall not be ordered to active duty without 
their consent unless the appropriate Secretary (with the approval of 
the Secretary of Defense in the case of a Secretary of a Military Depart- 
ment) determines ‘that adequate numbers of qualified members of the 
reserve componerts in an active status or in the inactive National Guard 
in the required category are not readily available. 

(b) (1) In time of national emergency hereafter proclaimed by the 
President or when otherwise authorized by law, any unit and the members 
thereof, or any member not assigned to a unit organized for the purpose of 
serving as such, in the Ready Reserve of any reserve component may, by 
competent authority, be ordered to and required to perform active duty 
involuntarily for a period not to exceed twenty-four consecutive months: 
Provided, That Congress shall determine the number of members of the 
reserve components necessary for the national security to be ordered to 
active duty, pursuant to this subsection prior to the exercise of the authority 
contained in this subsection. 

(2) It is the policy of the Congress in view of hardship situations de- 
veloped by the Korean hostilities that in the interest of fair treatment as 
between members in the Ready Reserve involuntarily recalled for duty, 
attention shall be given to the duration and nature of previous service, 
with the objective of assuring such sharing of hazardous exposure as the 
national security and the military requirement will reasonably permit, 
to family responsibilities, and to employment found to be necessary to the 
maintenance of the national health, safety, or interest. The Secretary of 
Defense shall promulgate such policies and establish such procedures as 
may be required in his opinion to carry out our intent here declared, and 
shall from time to time, and at least annually, report to the Committees on 
Armed Services of the Congress respecting the same. 

(c) At any time, any unit and the members thereof, or any member not 

assigned to a unit organized for the purpose of serving as such, in an 
active status in any reserve component may, by competent a uthority, be 
ordered to and required to perform active duty or active duty for training, 
without his consent, for not to exceed fifteen days annually: Provided, 
That units and members of the National Guard of the United States or 
the Air National Guard of the United States shall not be ordered to or 











ARMED FORCES RESERVE ACT OF 1952 ll 


required to serve on active duty in the service of the United States pursuant 
to this subsection without the consent of the Governor of the State or Terri- 
tory concerned, or the Commanding General of the District of Columbia 
National Guard. 

(d) A member of a reserve component may, by competent authority, 
be ordered to active duty or active duty for training at any time with his 
consent: Provided, That no member of the National Guard of the United 
States or Air National Guard of the United States shall be so ordered 
without the consent of the Governor or other appropriate authority of the 
State, Territory, or District of Columbia concerned. 

(e) A member of a reserve component ordered into the active military 
service of the United States will be allowed a reasonable period of time 
between the date he is alerted for active duty and the date on which he is 
required to enter upon active duty. Such period shall be at least thirty 
days unless military conditions as determined by the appropriate Secretary 
do not permit. 

(f) In any expansion of the active Armed Forces of the United States 
which requires the ordering into the active military service involuntarily 
of individual officers of the reserve components who are not members of 
units organized for the purpose of serving as such, it shall be the policy 
to utilize to the greatest practicable extent the services of qualified and 

available officers of the reserve components in all grades in accordance 
with the requirements of branch, grade, and specialty. 

(g) Insofar as practicable, in any expansion of the active Armed 
Forces of the United States which requires that units and members of 
the reserve components be ordered into the active military service of the 
United States, members of units organized and trained for the purpose 
of serving as a unit shall be ordered involuntarily into active duty only 
with their units. This shall not be interpreted as prohibiting the reas- 
signment of personnel of such units after being ordered into the active 
military service of the United States. 

Sec. 234. Members of the reserve components may with their consent, 
and in the case of the members of the National Guard of the United 
States and Air National Guard of the United States with the consent of 
the governor or other appropriate authority of the State, Territory, or 
District of Columbia concerned, be ordered to or retained on active duty 
to perform duties in connection with organizing, administering, recruit- 
mg, instructing, or training the reserve components. Hereafter, members 
ordered into the active military service of the United States under the 
provisions of this section shall be so ordered in the grade held by them 
un the Reserve of their Armed Force, and shall, while so serving, continue 
to be eligible for promotion in the Reserve of their Armed Force, if other- 
wise qualified. For the purpose of insuring that members of the reserve 
components ordered to or retained on duty under this section receive 
periodic refresher training in the various categories for which individually 
qualified, the appropriate Secretary may order those members to duty 
with any of the Armed Forces of the United States or the components 
thereof, or otherwise as he sees fit. 

Sec. 235. (a) In order that members of the reserve components may 
remain on or be ordered to active duty voluntarily for terms of service of 
definite duration, the appropriate Secretary may, except in time of war 
hereafter declared by the Congress, enter into standard written agreements 
uith members of the reserve components for periods of active duty not to 
exceed five years. Upon expiration of an agreement for active duty, a 
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new agreement may be effected pursuant to this section. Each agreement 
shall provide that the member shall not be released from active duty 
involuntarily during the period of the agreement 





(1) by reason of a reduction in numerical strength of the military 
personnel of the Armed Force of the United States concerned unless 
his release is in accordance with the recommendation of a board of 
officers appointed by competent authority to deiermine the members 
to be released from active duty under regulacions prescribed by the 
appropriate Secretary; or 

(2) for reasons other than that prescribed in paragraph (1) above 
without an opportunity to be heard by a board of officers prior to 
such release, unless such release from active duty is pursuani to sen- 
tence of couris-martial, unexplained absence without leave of three 
months duration, or final conviction and sentence to confinement in a 
Federal or State penitentiary or correctional institution. 

(b) Any member involuntarily released from active duty prior to the 


expiration of the period of service under his agreement (except when such 
release is pursuant to sentence of courts-martial, or unexplained absence 
without leave of three months duration, or final conviction and sentence 
to confinement in a Federal or State penitentiary or correctional institu- 
tion, or when such release is due to a physical disability resulting from 
the member's intentional misconduct or willful neglect, or when the mem- 
ber is eligible for retirement pay or severance pay under any other provi- 
sion of law, or when he is placed on a temporary disability retired list, 
or when he is released for the purpose of accepting an appointment or 
enlisting in a Regular component) shall be entitled to receive an amount 
equal to one month’s pay and allowances multiplied by the number of 
years (including any pro rata part thereof) remaining as the unexpired 
period of his agreement for active duty, such amount to be in addition to 
any pay and allowances which he may otherwise be entitled to receive. 
Computation of amounts payable by reason of termination of each such 
agreement shall be based on the basic pay, special pay, and allowances 
to which the member concerned is entitled at the time of his release from 
active duty. Fractions of a month less than fifteen days shall be dis- 
regarded and fifteen days or more shall be counted as one month. 


(c) A member of a reserve component who enters into a written agree- 


ment under this section shall be obligated to serve for the full period of 
active duty specified in the written agreement. 


(d) No person shall be offered a written agreement under this section 


unless the period of active duty specified in the agreement exceeds by at 


which he is otherwise la 


least twelve months any Bare of obligated or involuntary active duty to 
le. 


(e) Agreements entered into pursuant to this section shall be as uniform 


as practicable, and shall be subject to such standards and policies r the 
Secretary of Defense (and the Secretary of the Treasury for the Coast 
Guard when the Coast Guard is not operating as a service in the Navy) 
may pre scribe. 


(f) This section shall be effective upon enactment of this Act. 
Ste. 236. In time of war or national emergency hereafte r de clared by 


the Congress or in time of national emergency proclaimed by the President 
after the effectwe date of this Act, a member of a reserve component whose 
period of active duty expires under an agreement entered into pursuant to 
section 235 of this Act may be retained on active duty involuntarily in 
accordance with law. - 








ARMED FORCES RESERVE ACT OF 1952 13 


Sec. 237. Notwithstanding any other provision of law, members of 
the reserve components now or hereafter serving on active duty may, under 
such regulations as may be prescribed by the appropriate Secretary, be 
detailed or assigned to any duty authorized by law for officers and enlisted 
members of a Reqular component of the Armed Forces of the U nued States. 

Szc. 238. When units or members of the reserve components are 
ordered to active duty during a period of partial mobilization, the appro- 
priate Secretary shall continue to maintain mobilization forces by planning 
and budgeting to insure the continued organization and training of the 
reserve components not mobilized, and, consistent with the approved joint 
mobilization plans, to utilize to the fullest extent practicable the Federal 
facilities vacated by mobilized units. 

Sec. 239. (a) Except as otherwise provided by this Act, the appropriate 
Secretary may release any member of the reserve components from active 
duty or active duty for training at any time. 

(b) In time of war or national emergency hereafter declared by the 
Congress, or in time of national emergency hereafter proclaimed by the 
President, a member of a reserve component who is serving on active duty, 
shall not be released from active duty except on the approved recom- 
mendation of a board of officers convened by competent authority if he 
requests such action: Provided, That the provisions of this subsection shall 
not be applicable to any Armed Force during a period of demobilization or 
reduction in strength of any such Armed Force. 


CuapTER 4—Pay, ALLOWANCES, AND BENEFITS 


Sec. 240. Subject to the provisions of this Act, members of the reserve 
componente may be ordered to active duty, active duty for training, or 
other duty with pay and allowances as provided by law, or, with their 
consent, without pay. Duty without pay shall be counted for all purposes 
the same as like duty with pay. 

Sec. 241. Members of the reserve components retained or continued 
on active duty or active duty for training pursuant to law after the expira- 
tion of their term of service are entitled to pay and allowances while on 
such duty except to the extent that forfeiture thereof is adjudged by an 
approved sentence of a court-martial or nonjudicial punishment by a 
commanding officer, or unless otherwise in a nonpay status pursuant 
to law. 

Sec. 242. When employed on active duty or on active duty for training 
with pay and when engaged in authorized travel to and from such duty, 
enlisted members of the reserve components designated as officer candi- 
dates under the provisions of section 215 (a) of this Act shall have the pay 
and allowances of their enlisted grade, but not less than the pay and 
allowances of pay grade E-2 under the Career Compensation Act of 
1949, as amended. 

Szc. 248. (a) An officer of a reserve component or of the Army of 
the United States without component or the Air Force of the United 
States without component shall be entitled to an initial sum not to exceed 
$200 as reimbursement for the purchase of required uniforms and equip- 
ment, either— 

(1) upon first reporting for active duty for a period in excess of 
ninety days; or 

(2) upon completion, as a member of a reserve component, of a 
less than fourteen days active duty or active duty for training; o 
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(3) after the performance of fourteen periods of not less than two 
hours’ duration each, of inactive-duty training as a member in the 
Ready Reserve of a reserve component: Provided, That only duty 
requiring the wearing of the uniform shall be counted Sor the purpose 
of this section: Provided further, That any initial uniform reim- 
bursement or allowance heretofore or hereafter received as an officer 
under the provisions of any other law shall be a bar to the entitlement 
for any initial sum authorized under the provisions of this section: 
And provided further, That any individual who has served on active 
duty as an officer of a Regular component of the Armed Forces of the 
United States may not be qualified for entitlement under this section 
by duty performed within two years after separation from such 
Regular component. 

(b) An officer of a reserve component shall be entitled to an additional 
sum of not to exceed $50 for reimbursement for the purchase of required 
uniforms and equipment, upon completion of each period after the date 
of enactment of this Act of four years of satisfactory Federal service as 
prescribed in title III of the Army and Air Force Vitalization and Re- 
tirement Equalization Act of 1948, as amended, performed in an active 
status in a reserve component and which shall include at least twenty- 
eight days of active duty or active duty for training: Provided, That any 
period of active duty or active duty for training | for a period in excess of 
ninety days shall be excluded in determining the period of four years 
required for eligibility under this subsection: Provided further, That a 
person who receives or has heretofore received a uniform reimbursement or 
allowance as an officer shall not be entitled to the reimbursement provided 
in this subsection until the expiration of not less than four years from the 
date of entitlement to the last reimbursement or allowance: And prov nded 
further, That, until four years after the date of enactment hereof, an officer 
may elect to receive the uniform reimbursement not to exceed $50 to which 
he may be entitled under existing regulations issued pursuant to section 
302 of the Na val Reserve Act of 1938, as amended, or section 11 of the 
Act of August 4, 1942, as amended. 

(c) An officer of a reserve component or of the Army of the United 
States without component or of the Air Force of the United States without 
component entering on active duty or active duty for training on or after 
June 25, 1950, shall be entitled, for each time of such entry or reentry 
on active duty or active duty for training of more than ninety days’ dura- 
tion to a further sum not to exceed $100 as reimbursement for additional 
uniforms and equipment required on such duty: Provided, That the reim- 
bursement provided by this subsection shall not be payable to any officer 
who, under any provision of law, has received an initial uniform reim- 
bursement or allowance in excess of $200 during his current tour of active 
duty or within a period of two years prior to entering on his current tour 
of active duty: Provided further, That the reimbursement provided in this 
subsection shall not be payable to any officer entering on active duty or 
active duty for training within two years after completing a previous period 
of active duty or active duty for training of more than ninety days’ duration. 

(d) The receipt of a uniform and equipment reimbursement as an 
officer of one of the reserve components shall be a bar to entitlement to a 
uniform reimbursement upon transfer to or appointment in another, 
except where a different uniform is required: Provided, That reimburse- 
ment for uniforms and equipment upon transfer to or appointment in 
another reserve component within the limits and under the conditions 
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prescribed by subsections (a) and (c) of this section may be made in accord- 
ance with regulations approved by the Secretary of Defense or the Secre- 
tary of the Treasury in the case of the Coast Guard when the Coast Guard 
is operating as a service in the Treasury Department. 

Sec. 244. Section 501 of the Career Compensation Act of 1949, as 
amended, is further amended, by substituting a comma for the colon imme- 
diately preceding the proviso in subsection (a) thereof, and inserting the 
following: “and additionally, in the discretion of the Secretary concerned, 
enlisted members of the above services shall be entitled to rations in kind, 
or a portion thereof, when the instruction or duty period or periods con- 
cerned total eight or more hours in any one calendar day:”’ 

Sec. 245. (a) All provisions of law applicable to the Organized 
Reserve Corps or the Air Force Reserve, and to the members thereof and 
their dependents and beneficiaries, not inconsistent with the provisions 
of this Act, shall be applicable to the Army Reserve and to the Air Force 
Reserve referred to in this Act, respectively, and to the members thereof 
and their dependents and be nefici iarves. All provisions of law applicable 
to the Officers Reserve Corps and to the members thereof or to officers 
of the Air Force Reserve and their dependents and beneficiaries, not 
inconsistent with the provisions of this Act, shall be app licable to officers 
of the Army Reserve and the Air Force Reserve referred to in this Act, 
respectively, and their dependents and beneficiaries. All provisions of 
law applicable to the Enlisted Reserve Corps and to ‘the members thereof 
or to enlisted members of the Air Force Reserve, and their dependents and 
beneficiaries, not inconsistent with the provisions of this Act, shall be 
applicable to enlisted members of the Army Reserve and the Air Force 
Reserve referred to in this Act, respectively, and their dependents and 
beneficiaries. 

(b) All provisions of law applicable to the Naval Reserve, Marine Corps 
Reserve, or the Coast Guard Reserve (other thon te mporary me mbers of the 
Coost Guard Reserve), and to the members the reof and their dependents and 
beneficiaries, not inconsistent with the provisions of this Act, shall be appli- 
cable to the Naval Reserve, Marine C rps Reserve, and the Coast Guard 
Reserve (other than temporary members of the Coast Guard Reserve) re- 
ferred to in this Act, respectively, and to the members thereof and their 
dependents and beneficiaries. All provisions of law applicable to officers 
of the Naval Reserve, Marine Corps Reserve, or of the Coast Guard Reserve 
(other than temporary officers of the Coast Guard Reserve ), an id their de- 
pendents and beneficiaries, not inconsistent with the provisions of this Act, 
shall be anenca to officers of the Naval Reserve, Marine Corps Reserve, 
and of the Coast Guord Reserve (other than temporary officers of the Coast 
Guard Reserve) referred vo in this Act, respectively, and their depe ndents 
and beneficiaries. All provisions of law applicable to enlisted members of 
the Navel Reserve, Marine Corns Reserve, or Coast Guard Reserve (cther 
than temporary members of the Coast Guard Reserve), and their dependents 
and beneficiaries, not inconsistent with the provisions of this Act, shall be 
applicable to enlisted members of the Naval Reserve, Marine Corps Re- 
serve, and of the Coast Guard Reserve (other than temporary members of the 
Coast Guard Reserve) ) referred to in this Act, respectively, and their depend- 
ents and beneficiaries. 

(c) All laws applicable to commissioned, warrani, or enlisted members 
of the National Guard of the United States and the Air National Guard 
of the United States, and to their be neficiaries and dependents, not 
inconsistent with the provisions of this Act, shall be applicable to com- 
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missioned, warrant, and enlisted members, respectively, of the National 
Guard of the l ‘nited States and the Air National Guard of the United 
States referred to in this Act, and to their beneficiaries and dependents. 


CHaprer 5—Civit EmproyMentT 


Sec. 246. When not on active duty, members of the reserve components 
shall not be held or considered to be officers or employees of the United 
States, or persons holding any office of profit or trust or discharging any 
official function under or in connection with any department or agency 
of the United States, solely by reason of their appointments, oaths, com- 
missions, or status as such, or any duties or functions performed or pay 
and allowances received as such. 

Sec. 247. Members of the reserve components, subject to the approval 
of the appropriate Secretary, may accept civil employment with and 
compensation therefor Jrom any foreign government or any concern which 
is controlled in whole or in part by a foreign government. 


CHAPTER 6—SEPARATION 


Sec. 248. Subject to the provisions of this Act, the discharge of com- 
misstoned officers of the reserve components shall be effected at the pleasure 
of the President, and the discharge of other members of the reserve com- 
ponents shall be in accordance with regulations promulgated by the 
appropriate Secretary. 

Sec. 249. (a) An officer of the reserve components who has completed 
three ware of commissioned service shall not be involuntarily discharged 
or separated except pursuant to the approved recommendation of a board 
of officers convened by competent authority or the approved sentence of a 
court-martial: Provided, That this subsection shall not apply to separation 
effected under subsection (6) of this section or section 231 of this Aet. 

(6) The President or the appropriate Secretary may drop from the 
rolls any member of the reserve components who has been absent without 
authority from his place of duty for a period of three months or more, 
or who, having been found guilty by the civil authorities of any offense, is 
finally sentenced to confinement in a Federal or State penitentiary or 
correctional institution. 

(c) A member of a reserve component discharged or separated for cause 
other than as specified in subsection (6) of this section shall be given a 
discharge under honorable conditions unless 

(1) a discharge under conditions other than honorable is effected 
pursuant to the approved sentence of a court-martial or the approved 
findings of a board of officers convened by competent authority, or 

(2) the member consents to a discharge under conditions other 
than honorable with waiver of court-martial or board proceedings. 


CuapPTeER 7-—ADMINISTRATION 


Sec. 250. There shall be no discrimination between and among mem- 
bers of the Regular and reserve components in the administration of laws 
applicable to both Regulars and Reserves. 

Sec. 251. The Secretary of the Treasury with the concurrence of the 
Secretary of the Navy, and, subject to such standards, policies, and pro- 
cedures as may be prescribed by the Secretary of Defense, the Secretary of 
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the Army, the Secretary of the Navy, and the Secretary of the Air Force 
shall make and publish such regulations as he determines necessary to 
carry out the provisions of this Act. Insofar as practicable, the regula- 
tions for all the reserve components shall be uniform. 

Sec. 252. Each of the Armed Forces of the United States shall have 
ofieet members of its reserve components on active duty, at the seat of the 

rovernment and at such headquarters as are charged with responsibility 
for reserve affairs, in addition to those authorized pursuant to the pro- 
visions of sections 5 and 81 of the National Defense Act, as amended, or 
any other provision of law, within such numbers and in such grades and 
duty assignments as the appropriate Secretary shall prescribe, to assist 
and participate in the preparation and administration of all policies and 
regulations affecting their reserve component. While so serving such 
officers shall be considered as additional numbers of the staff with which 
serving. 

Sec. 253. The appropriate Secretary shall detail such members of the 
Regular and reserve components as may be necessary for effectively 
developing, training, instructing, and administering the reserve com- 
ponents. 

Sec. 254. (a) All boards convened for the appointment, promotion, 
demotion, involuntary release from active duty, discharge, or retirement 
of members of the reserve components shall include appropriate numbers 
from the reserve components, as prescribed by the appropriate Secretary 
in accordance with standards and policies established by the Secretary of 
Defense. 

(6) The members of all boards convened for selection for promotion or 
jor the discharge or demotion of members of the reserve components shall 
be senior to the members under consideration, except that a member of a 
board serving in a legal advisory capacity may be junior to any person, 
other than a judge advocate or a law specialist, being considered and that 
a member of a board serving in a medical advisory capacity may be junior 
to any person, other than a medical officer, being considered. 

Sec. 255. (a) The appropriate Secretary shall make available to each 
reserve component such supplies, equipment, services, and facilities of the 
Armed Forces of the United States as he may deem necessary and advis- 
able for the support and development of the reserve components. 

(6) The appropriate Secretary or his authorized representative may 
issue supplies and equipment of the appropriate Armed Force of the 
United States to the reserve components without charging the cost or value 
thereof, or any expenses in connection therewith, against or in any way 
affecting the appropriation provided for the reserve components: Provided, 
That the appropriate Secretary finds it to be in the best interests of the 
United States to issue such equipment and supplies: And provided further, 
That any such equipment and supplies so furnished may, pursuant to 
this section, be repossessed or redistributed as the appropriate Secretary 
may prescribe. This subsection shall not apply to supplies and equip- 
ment issued to the National Guard and Air National Guard of the several 
States, Territories, and the District of Columbia, under sections 67 and 
84, National Defense Act, as amended, but applies to supplies and equip- 
ment issued in addition thereto. 

(c) Nothing in this section shall be construed to repeal, limit, or modify 
in any manner the provisions of sections 67 and 84, National Defense 
Act, as amended. 

H. Rept. 2445, 82-2——-3 
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(d) It is the sense of the Congress that the National Defense Facilities 
Act of 1950 be authorized to be implemented immediately upon the enact- 
ment of this Act. 

Src. 256. (a) The Secretary of Defense shall designate an Assistant 
Secretary of Defense who shall, in addition to other duties, have the prin- 
cipal responsibility for all Reserve affairs of the Department of Defense. 
The Secretary of each military department and, when the Coast Guard is 
not operating as a service in the Navy, the Secretary of the Treasury, or, 
as such Secretary may prescribe for his department, the Under Secretary 
or an Assistant Secretary of such department, shall, in addition to other 
duties, have the principal responsibility for supervision of all activities 
of the reserve components under the jurisdiction of that department. 

(b) The Secretary of each military department and, when the Coast 
Guard is not operating as a service in the Navy, the Secretary of the 
Treasury shall designate a general or flag officer of each Armed Force of 
the United States therein who shall be directly responsible for reserve 
affairs to the Chief of Staff of the Army, the Chief of Naval Operations, 
the Commandant of the Marine Corps, the Chief of Staff of the Air Force, 
and the Commandant of the Coast Guard, as appropriate. Nothing in 
this subsection shall be deemed to curtail or infringe upon the present 
missions and functions of the Chief of the National Guard Bureau. 

Sec. 257. (a) There is hereby established in the Office of the Secretary 
of Defense a Reserve Forces Policy Board consisting of — 

(i) a civilian chairman appointed by the Secretary of Defense; 

(it) the Secretary, the Under Secretary, or an Assistant Secretary 
of each military department designated pursuant to section 256 
(a) of this Act; 

(iit) one Regular officer from each military department desig- 
nated by the appropriate Secretary; 

(iv) four Reserve officers appointed by the Secretary of Defense 
upon recommendation of the Secretary of the Army, two of whom 
shall be members of the National Guard of the United States and 
two of whom shall be members of the Army Reserve; 

(v) four Reserve officers appointed by the Secretary of Defense 
upon recommendation of the Secretary of the Navy, two of whom 
shall be members of the Naval Reserve and two of whom shall be 
members of the Marine Corps Reserve; 

(vi) four Reserve officers appointed by the Secretary of Defense 
upon recommendation of the Secretary of the Air Force, two of whom 
shall be members of the Air National Guard of the United States and 
two of whom shall be members of the Air Force Reserve; and 

(vit) a Reserve officer of general or flag officer grade appointed by 
the chairman of the Board with the approval of the Secretary of 
Defense, who shall act as military adviser to the chairman and shall 
serve as executive officer of the Board without vote. 

(b) When the Coast Guard is not operating as a service in the Navy, 
the Secretory of the Treasury may designate a Regular or Reserve officer 
of the Coast Guard to serve with the Reserve Forces Policy Board but he 
shall not be a voting member. 

(c) The Reserve Forces Policy Board, acting through the Assistant 
Secretary of Defense designated pursuant to section 256 (a) of this Act, 
shall be the principal policy adviser to the Seevetary of Defense on matters 
pertaining to the reserve components. 
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(d) Nothing in this section shall be construed to limit or modify in 
any manner the functions of the committees on reserve policies established 
pursuant to section 5 of the National Defense Act, as amended, or by this 
Act: Provided, That nothing herevn shall prevent a member of those 
committees from serving as a member of the Reserve Forces Policy Board. 

(e) The semiannual report of the Secretary of Defense as required by 
the National Security Act of 1947, as amended, shall contain a chapter 
which shall be a report of the Reserve Forces Police y Board on the status of 
the reserve programs of the Department of Defense. 

Szc. 258. Each Armed Force of the United States shall maintain 
adequate and current personnel records of each member of its reserve 
components, indicating the physical condition, dependency status, mili- 
tary qualifications, civilian occupational skills, availability, and such 
other data as the appropriate Secretary may prescribe. 

Sec. 259. The Secretary of Defense is directed to require the complete 
and up-to-date dissemination of information of interest to the reserve 
components to all members of the reserve components and to the public in 
general. 


PART ITI—RESERVE COMPONENTS OF THE ARMY 


Sec. 301. The National Guard of the United States and the Army 
Reserve are reserve components of the Army. All officers and enlisted 
members of the National Guard of the United States and all officers and 
enlisted members of the Army Reserve are Reserve officers and Reserve 
enlisted members, respectively, of the Army. 

Sec. 302. The Organized Reserve Corps is redesignated as the Army 
Reserve. 

Sec. 303. The Army Reserve includes all Reserve officers and Reserve 
enlisted members of the Army other than those who are members of the 
National Guard of the United States. 

Sec. 304. Except as otherwise specifically provided, all Jaws now or 
hereafter applicable to male officers and former officers of the Army 
Reserve, to enlisted men and former enlis'ed men of the Army ‘Reserve, and 
to their ‘dependenis and beneficiaries shall in like cases be applicable re- 
spectively to femaie Reserve officers and female former Reserve officers of 
the Army Reserve, to Reserve enlisted women and former Reserve enlisted 
women of the Army Reserve, and to their dependents and beneficiaries 
except as may be necessary to adapt said provisions to the female persons 
in the Army Reserve. The husbands of women members of the Army 
Reserve shall not be considered dependents unless they are in fact de- 
pendent on their wives for over half of their support, and the children of 
such members shall not be considered dependents unless they are in fact 
dependent on their mother for over half of their support. 


PART IV—RESERVE COMPONENTS OF THE NAVY, 
MARINE CORPS, AND COAST GUARD 


Sec. 401. The Naval Reserve is the reserve component of the Navy. 

Sec. 402. The Marine Corps Reserve is the reserve component of the 
Marine Corps. 

Sec. 403. The Coast Guard Reserve is the reserve component of the 
Coast Guard. 
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Sec. 404. The Naval Reserve shall be organized, administered, trained, 
and supplied under the direction of the Chief of Naval Operations. 
The bureaus and offices of the Navy shall hold the same relation and re- 
sponsibility to the Naval Reserve as they do to the Regular Establishment. 

Sec. 405. The Marine Corps Reserve shall be organized, administered, 
trained, and supplied under the direction of the Commandant of the 
Marine Corps. The departments and offices of the Marine Corps shall 
hold the same relation and responsibility to the Marine Corps Reserve 
as they do to the Regular Establishment. 

Sec. 406. The Coast Guard Reserve shall be organized, administered, 
trained, and supplied under the direction of the Commandant of the 
Coast Guard. The departments and offices of the Coast Guard shall hold 
the same relation and responsibility to the Coast Guard Reserve as they 
do to the Regular Establishment. 

Src. 407. For the purpose of considering, recommending, and report- 
ing to the appropriate Secretary on reserve policy matters, there shall be 
convened at least annually, at the seat of governmeni, a Naval Reserve 
Policy Board, a Marine Corps Reserve Policy Board, and a Coast Guard 
Reserve Poicy Board. At least half of the members of each such Reserve 
policy board shail be officers of the appropriate reserve component. 

Sec. 408. The Act of March 17, 1949 (ch. 23; 63 Stat. 14), is amended 
by striking out the first proviso thereof. 

Sec. 469. The Secretary of the Navy shall prescribe a suitable flag to 
be known as the Naval Reserve flag. This flag may be flown by seagoing 
merchant vessels— 

(a) documented under the laws of the United States, which have 
been designated by the Secretary of the Navy under such regulations 
as he may prescribe as suitable for service as naval auxiliaries in 
time of war, and 

(b) the masier or commanding officer and not less than 50 per 
cenum of the other licensed officers of which are members of the 
Navy or Naval Reserve. 

Sec. 410. The Secretary of the Navy shall prescribe a suitable pennant 
to be known as the Naval Reserve yacht pennant. This pennan may be 
flown by yachts and similar--ype vessels 

(a) documented under the laws of the United States, which have 
been designated by the Secretary of the Navy under such regulations 
as he may prescribe as suitable for service as naval auxiliaries in 
time of war, and 

(b) the captain or owner of which is a member of the Navy or 
Naval Reserve. 

Sec. 411. In time of national emergency declared by the President or 
by the Congress and in time of war, the President is authorized to appoint 
qualified persons (including persons who hold no Regular or Reserve 
status) as temporary officers in the Naval Reserve and the Marine Corps 
Reserve in any of the several commissioned officer grades, and persons so 
appointed may be ordered to active duty for such periods of time as the 
President may prescribe. The appointment of such a temporary officer, 
if not sooner vacated, shall continue during the national emergency or 
war in which the appointment was made and for six months thereafter. 
All such temporary appointments may be vacated at any time by the 
President. Temporary officers so appointed may, upon application, 
and, if selected, be commissioned as a Regular or Reserve officer of the 
Armed Force of the United States in which he served as provided by law. 
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Sec. 412. Temporary members now or hereafter enrolled in the Coast 
era Reserve are excluded from the provisions of this . ict. 

Sec. 413. (a) Members of the Naval Reserve and the Marine Corps 
Reserve who have performed a total of not less than thirty years’ active 
Federal service; or who have had not less than twenty years’ active Federal 
service, the last ten years of which shall have been performed during the 
eleven years immediately preceding their transfer to a retired Reserve; 
may be placed in a Retired Reserve upon their request. 

(b) Except whle on active duty, personnel transferred to a Retired 
Reserve as provided by this section shall be entitled to pay at the rate of 
50 per centum of their active-duty rate of pay. 

(c) If a performance of duty for which commended oceurred not later 
than December 31, 1946, officers specially commended for a performance 
of duty in actual combat with the enemy by the head of the executive depart- 
ment under whose jurisdiction such duty was performed shall be advanced 
to the neat higher grade when placed in a Retired Reserve. However, 
officers heretofore holding rank or grade on the honorary retired lists of 
the Naval Reserve or Marine Corps Reserve or hereafter holding rank or 
grade in a Retired Reserve pursuant to this section above captain in the 
Naval Reserve or above colonel in the Marine Corps Reserve solely by 
virtue of such commendation, if hereafter recalled to active duty, may, in 
the discretion of the Secretary of the Navy, be recalled either in the rank 
or grade to which they would otherwise be entitled had they not been 
accorded higher rank or grade by virtue of such commendation, or in the 
rank or grade held by them in a Retired Reserve. 

(d) The provisions of this section shall not be applicable to any person 
who is not a member of the Naval Reserve or Marine Corps Reserve on the 
effective date of this Act. 

(e) The provisions of this section shall terminate twenty years from the 
effective date of this Act, but such termination shall not affect any accrued 
rights to retired pay. 

(f) Nothing contained in this section shall be construed as prohibiting 
any person eligible for retire ment under the provisions of this section from 
retiring under the provisions of any other law under which he may be 
eligible. 

Sec. 414. Except as otherwise specifically provided, all laws now or 
hereafter applicable to male officers and former officers of the Naval 
Reserve, Marine Corps Reserve, and Coast Guard Reserve; to enlisted 
men and former enlisted men of the Naval Reserve, Marine C orps Re- 
serve, and Coast Guard Reserve; and to their dependents and beneficiaries 
shall in like cases be applicable respectively to female Reserve officers and 
female former Reserve officers of the Naval Reserve, Marine Corps 
Reserve, and Coast Guard Reserve, as appropriate, to Reserve enlisted 
women and former Reserve enlisted women of the Naval Reserve, Marine 
Corps Reserve, and Coast Guard Reserve, as appropriate, and to their 
dependents and beneficiaries except as may be necessary to adapt said 
provisions to the female persons. The husbands of women members of 
the Naval Reserve, Marine Corps Reserve, and Coast Guard Reserve 
shall not be considered dependents unless they are in fact dependent on 
their wives for over half of their support, and the children of such members 
shall not be considered dependents unless they are in fact dependent on 
their mother for over half of their support. 





22 ARMED FORCES RESERVE ACT OF 1952 


PART V—THE NAVAL MILITIA 


Sev. 501. The Naval Militia consists of the Naval Militia of the 
States, Territories, and the District of Columbia. 

Src. 502. The Secretary of the Navy may appoint any officer or 
enlisted member of the Naval Militia to the rank, grade. or rating for 
which qualified in the Naval Reserve or Marine Corps Reserve. 

Sec. 503. When ordered to active duty in the service of the United 
States, members of the Naval Reserve or Marine Corps Reserve who are 
members of the Naval Militia of any State, Territory, or the District of 
Columbia shall stand relieved from all service or duty in the Naval Militia 
from the active duty date of the orders and for so long as they remain on 
active duty. 

Sec. 504. Such vessels, material, armament, equipment, and other 
facilities of the Navy and Marine Corps as are or may be made available 
to the Naval Reserve and the Marine Corps Reserve may also be made 
available in accordance with regulations prescribed by the Secretary of 
the Navy for issue or loan to the several States, Territories, or the District 
of Columbia for the use of the Naval Militia if— 

(a) at least 95 per centum of the personnel of the portion or unit o 
the Naval Militia to which such facilities would be made available 
are members of the Naval Reserve or Marine Corps Reserve, and 

(6) the organization, administration, and training of the Naval 
Militia conform to standards prescribed by the Secretary of the Navy. 


PART VI—RESERVE COMPONENTS OF THE AIR FORCE 
Sec. 601. The Air National Guard of the United States and the Air 


Force Reserve are reserve components of the Air Force. All officers and 
enlisted members of the Air National Guard of the United States and all 
officers and enlisted members of the Air Force Reserve are Reserve officers 
and Reserve enlisted members, respectively, of the Air Force. 

Sec. 602. The Air Force Reserve includes all Reserve officers and 
Reserve enlisted members of the Air Force other than those who are mem- 
bers of the Air National Guard of the United States. 

Sec. 603. Except as otherwise specifically provided, all laws now or 
hereafter applicable to male officers and former officers of the Air Force 
Reserve, to enlisted men and former enlisted men of the Air Force Reserve, 
and to their dependents and beneficiaries shall in like cases be applicable 
respectively to female Reserve officers and female former Reserve officers 
of the Air Force Reserve, to Reserve enlisted women and former Reserve 
enlisted women of the Air Force Reserve, and to their dependents and 
beneficiaries except as may be necessary to adapt said provisions to the 
female persons in the Air Force Reserve. The husbands of women 
members of the Air Force Reserve shall not be considered dependent 
unless they are in fact dependent on their wives for over half of their sup- 
port, and the children of such members shall not be considered dependents 
unless they are in fact dependent on their mother for over half of their 
support. 
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PART VII—THE NATIONAL GUARD OF THE UNITED 
STATES AND THE AIR NATIONAL GUARD OF THE 
UNITED STATES 


Sec. 701. The National Guard of the United States and the Air 
National Guard of the United States are reserve components of the Army 
and the Air Force, respectively, and references in this Act, in the absence 
of express provision otherwise, are to be construed accordingly. When- 
ever joint reference is made to the National Guard of the United States 
and the Air National Guard of the United States on any matter of com- 
mon concern together with reference to the Army and Air Force or other 
component thereof, the reference in the case of the National Guard of the 
United States shall be construed to be to the Army and in the case of the 
Air National Guard of the United States to be to the Air Force. 

Sec. 702. (a) The National Guard of the United States shall consist 
of all federally recognized units, organizations, and members of the 
National Guard of the several States, Territories, and the District of Co- 
lumbia, who, in addition io their status as such, are Reserves of the Army 
in the same commissioned, warrant, or enlisted grade as they hold in 
the National Guard of the several States, Territories, or the District of 
Columbia. 

(b) The Air National Guard of the United States shall consist of all 
federally recognized units, organizations, and members of the Air National 
Guard of the several States, Territories, and the District of Columbia, who 
in addition to their status as such, are Reserves of the Air Force in the 
same commissioned, warrant, or enlisted grade as they hold in the Air 
National Guard of the several States, Territories, or the District of 
Columbia. 

Sec. 703. (a) To be federally recognized, a member of the National 
Guard or Air National Guard of any State, Territory, or the District of 
Columbia must be a member of a federally recognized unit or other federally 
recognized subdivision of the National Guard or Air National Guard, 
respectively, and possess the qualifications prescribed by the appropriate 
Secretary for the grade, branch, position, and type of unit or other sub- 
division involved, and, in the case of officers, except as provided in section 
705 of this Act, successfully pass the examination prescribed by section 
75, National Defense Act, as amended. 

(b) Upon being federally recognized, those officers who do not hold 
appointments as Reserve officers of the appropriate Armed Force of the 
United States shall be appointed as Reserve officers of the appropriate 
Armed Force of the United States in the same grade in which they hold 
Sederally recognized appointments in the National Guard or Air National 
Guard of a State, Territory, or the District of Columbia, for service as a 
member of the National Guard of the United States or Air National Guard 
of the United States, as appropriate: Provided, That the acceptance of an 
appointment in the same grade and branch as a Reserve officer of the 
Armed Force of the United States concerned, by an officer of the National 
Guard or Air National Guard of a State, Territory, or the District of 
Columbia, shall not operate to vacate his State, Territory, or District of 
Columbia National Guard or Air National Guard office. 

Sec. 704. The appropriate Secretary may by regulation authorize the 
temporary extension of Federal recognition to any officer of the National 
Guard or Air National Guard who shall have successfully passed the 
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examination prescribed in section 75 of the National Defense Act, as 
amended, pending final determination of his eligibility for, and hia 
appointment as, a Reserve officer of the Army or Air Force in the grade 
concerned. If and when so appointed the appointment shall be dated as 
of, shall be considered to have been accepted on, and shall be deemed to 
have been effective from, the date of such recognition. However, a tem- 
porary extension of Federal recognition shall be granted only when the 
officer takes oath that during such recognition he will perform all Federal 
duties and obligations required of him the same as though he were appointed 
as a Reserve officer of the Army or Air Force in the same grade. Such 
temporary recognition may be withdrawn at any time and if not sooner 
withdrawn or replaced by permanent recognition upon appointment as a 
Reserve officer in the same grade, it shall automatically terminate six 
months after its effective date: Provided, That temporary extension of 
Federal recognition may, as provided in this section, be granted to Reserve 
officers pending final determination of their eligibility for such Federal 
recognition. 

Sec. 705. (a) Notwithstanding the provisions of section 75, National 
Defense Act, as amended, whenever a member of the Army Reserve or Air 
Force Reserve becomes an officer of the National Guard or Air National 
Guard of any State, Territory, or District of Columbia in the same grade 
in which he is appointed as a Reserve officer of the appropriate Armed 
Force of the United States, he shall, subject to such physical examination 
as may be prescribed, be extended Federal recognition in such grade as 
of the date of his appointment in the National Guard or Air National 
Guard and concurrently become a member of the National Guard of the 
United States or Air National Guard of the United States, as appropriate, 
and ceases to be a member of the Army Reserve or of the Air Force Reserve. 

(6) Whenever a member of the Army Reserve or of the Air Force 
Reserve is duly enlisted in the National Guard or Air National Guard of 
any State, Territory, or the District of Columbia, and is a member of a 
federally recognized unit or organization thereof, in the same grade in 
which he is a Reserve of the appropriate Armed Force of the United 
States, he becomes a member of the National Guard of the United States 
or of the Air National Guard of the United States and ceases to be a 
member of the Army Reserve or of the Air Force Reserve. 

Sec. 706. Under such regulations as the appropriate Secretary may 
prescribe, and with the consent of the Governor or other appropriate 
authority of the State, Territory, or District of Columbia concerned, a 
member of the National Guard of the United States or of the Air National 
Guard of the United States may be transferred in grade at any time 
to the Army Reserve or the Air Force Reserve, and such transfer shall 
terminate his federally recognized National Guard or Air National 
Guard status. Upon the transfer of any person whose service has been 
honorable, from the National Guard of the United States or from the 
Air National Guard of the United States to the Army Reserve or to the 
Air Force Reserve, he shall be eligible for promotion to the highest perma- 
nent grade previously held in the Army or any component thereof or in 
the Air Force or any component thereof. 

Sec. 707. Unless discharged from his appointment or enlistment as a 
Reserve officer or Reserve enlisted member, respectively, whenever a mem- 
ber of the National Guard of the United States or of the Air National 
Guard of the United States ceases to hold a status as a federally recognized 
member of the National Guard or of the Air National Guard of any 
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State, Territory, or the District of Columbia, he becomes a member of the 

Army Reserve or of the Air Force Reserve and ceases to be a member of 
the National Guard of the United States or of the Air National Guard of 
the United States. 

Sec. 708. Notwithstanding any other provisions of this Act, warrant 
officers and enlisted members of the National Guard of the United States 
and of the Air National Guard of the United States may, without a freeting 
such status, hold appointments as Reserve commissioned officers of the 
Army or of the Air Force in the grade of second lieutenant or first lieu- 
tenant without vacating their warrant or enlisted grades and ratings in the 
National Guard or Air National Guard of the appropriate State, Terri- 
tory, or the District of Columbia. 

Sec. 709. Except when ordered thereto in accordance with law, mem- 
bers of the National Guard of the United States and of the Air National 
Guard of the United States shall not be on active duty in the service of the 
United States. When not on active duty in the service of the United 
States, they shall be administered, armed, uniformed, equipped, and 
trained in their status as members of the National Guard and Air National 
Guard of the several States, Territories, and the District of Columbia. 

Sec. 710. When ordered to active duty in the service of the United 
States, members of the National Guard of the United States and of the 
Air National Guard of the United States shall stand relieved from duty 
in the National Guard and Air National Guard of their respective States, 
Territories, and the District of Columbia from the active-duty date of the 
orders and for so long as they remain on active duty in the service of the 
United States. During such active duty in the service of the United 
States, they shall be subject to the laws and regulations applicable to 
members of the Army and Air Force. 

Sec. 711. Upon ordering any portion of the National Guard of the 
United States or of the Air National Guard of the United States into the 
active military service of the United States, the President may relieve the 
State, Territory, or District of Columbia concerned of such accounta- 
bility and liability under such terms and conditions as he may prescribe 
for any United States property theretofore issued to it for the use of such 
portion of the National Guard of the United States or of the Air National 
Guard of the United States. 

Sec. 712. (a) During the initial mobilization, insofar as practicable, 
the organization of units of the National Guard of the United States and 
of the Air National Guard of the United States existing at the date of an 

order to active Federal service shall be maintained intact. 

(b) Upon being relieved from active duty, insofar as practicable, units, 
organizations, and individuals shall be returned to the National Guard and 
Air National Guard in their respective States, Territories, and the District 
of Columbia, together with sufficient arms and equipment as determined by 
the appropriate Secretary to accomplish their peacetime mission. 

Sec. 713. (a) When officers and enlisted members of the National Guard 
of the United States or of the Air National Guard of the United States are 
ordered into Federal service they shall be ordered to active duty in their 
status as Reserve officers and Reserve enlisted members of the Army or Air 
Force. 

(b) When the National Guard of the United States or the Air National 
Guard of the United States is ordered into the active military service of the 
United States, officers of the National Guard and of the Air National 
Guard who do not hold appointments as Reserve officers of the Army or Aw 
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Force may be so appointed by the President in the same grade and branch 
held by them in the National Guard or Air National Guard. 

Sec. 714. For the purposes of all laws now or hereafter enacted providing 
benefits for members of the National Guard of the United States and of the 
Air National Guard of the United States and their dependents and bene- 
jiciaries— 

(a) All military training, duties, and service performed by members 
of the National Guard of the United States or members of the Air National 
Guard of the United States while in their status as members of the Nationai 
Guard or Air National Guard of the severa! States, Territories, and the 
District of Columbia, for which they are entitled by law to receive pay 
from the United States, shall be considered military training, duties, and 
service in the service of the United States performed by them as Reserve 
members of the Army or Air Force. 

(b) The full-time training or other full-time duty performed by mem- 
bers of the National Guard of the United States or members of the Air 
National Guard of the United States while in their status as members 
of the National Guard or Air National Guard of the several States, 
Territories, and the District of Columbia pursuant to sections 94, 97, 
99, and 113 of the National Defense Act, as amended, for which they are 
entitled to receive pay from the United States or without pay as provided 
in section 240 of this Act shail be considered active duty for training in 
the service of the United States as Reserve members of the Army or Air 
Force: Provided, That from the date of enactment of this Act such duty 
for a period of thirty days or more shall be considered active service as 
members of the Armed Forces for the purposes of the Armed Forces 
Leave Act of 1946 (60 Stat. 963) as amended (87 U.S. C. 31a et seq.). 

(c) The inactive-duty training performed by members of the National 
Guard of the United States or members of the Air National Guard of the 
United States while in their status as members of the National Guard or 
Air National Guard of the several States, Territories, and the District of 
Columbia under regulations prescribed by the appropriate Secretary 
pursuant to section 92 of the National Defense Act, as amended, or 
other express provision shall be considered inactive-duty training in the 
service of the United States as Reserve members of the Army or Avr Force. 


PART VIII—APPROPRIATIONS, REPEALS, AMENDMENTS, 
AND MISCELLANEOUS PROVISIONS 


Sec. 801. There is authorized to be appropriated, out of any money 
in the Treasury of the United States not otherwise appropriated, such 
sums as may be necessary to carry out the provisions of this Act. 

Sec. 802. Except as otherwise specifically provded, this Act shall 
become effective on the first day of the siath month following the month of 
enactment. 

Sec. 803. The following Acts and parts of Acts are repealed: 

The Naval Reserve Act of 1938, as amended, except for all provisions 
of title II and section 304 of title III. Notwithstanding the repeal of 
section 1 and section 4 of title I of the Naval Reserve Act of 1938, as 
amended, the Fleet Reserve established by said Act, as amended, shall be 
composed of persons transferred thereto in accordance with title II of 
said Act, as amended, including (a) those former members of the Fleet 
Naval Reserve as a result of sixteen or more years of active naval service 
who were transferreil to the Fleet Reserve in accordance with the said 
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Act, and (b) citizens of the Philippine Islands who were in the naval 
service on July 4, 1946, or who, having been discharged from the naval 
service on or prior to that date, reenlisted therein subsequent to July 4, 
1946, but before the expiration of three months following discharge. The 
unrepealed provisions of the Naval Reserve Act of 1938, as amended, 
shall continue to apply to the Marine Corps as well as the Navy. 

The Act of March 17, 1941 (ch. 19, 55 Stat. 43, as amended; 34 U. 
S. C. 855e-2). 

Section 10 of the Naval Aviation Cadet Act of 1942 (56 Stat. 738; 3 
U.S. :. 850 (2)). 

Section 1 of the Act of December 18, 1942 (56 Stat. 1066; 34 U.S. C. 
853c-5). 

The Act of January 20, 1942 (ch. 12, 56 Stat. 10; 34 U.S. C. 853a-1). 

Title 14, United States Code, sections 751, 752, 753, and 759. 

Sections 37, 37a, 38, 55a, 55b, and 111 of the National Defense Act, 
as amended. 

The second paragraph of section 58 of the National Defense Act, as 
amended (82 U.S. C. 4a). 

Paragraph (b) of section 71 of the National Defense Act, as amended 
(32 U.S. C. 46). 

The last paragraph of section 75 of the National Defense Act, as 
amended (82 U.S. C. 118). 

The second sentence of section 77 of the National Defense Act, as 
amended (82 U.S. C. 114). 

That portion of section 109 of the National Defense Act, as amended, 
which precedes the final proviso of the section (82 U.S. C. 143). 

eat 11 of the Act of August 4, 1942 (66 Stat. 738, as amended; 
34 U.z . & 10)). 

Gites 2, 3, and 4 of the Act of December 4, 1942 (56 Stat. 1039- 
1040; 10 U. S. C. 9046, ec, and d). 

Section 117 of the ‘Army-Navy Nurses Act of 1947 (61 Stat. 
amended; 10 U.S. C. 377). 

Sections 109 se 310 of the Women’s Armed Services Integration Act 
of 1948 (62 Stats. 362 and 874; 10 U.S. C. 378, 5 U.S. C. 687%). 

Sec. 804. (a) The third and fourth paragraphs under the subheading 
“Ordnance Stores and Equipment for Reserve Officers’ Training Corps”’ 
of the Act of May 12, 1917 (40 Stat. 72), as amended (10 U.S. C. 371 
and 371b), are further amended by striking out the words “Officers’ 
Reserve Corps or Enlisted Reserve Corps” wherever they appear therein 
and by inserting in liew thereof the words “reserve components of the 
Armed Forces’? and by inserting in the third paragraph after the oe 
“ordered” — it first appears the words “to active duty for training, o 
active duty, or’ 

(b) ‘Section 412 of the Mutual Defense Assistance Act of 1949 (63 
Stat. 721; 22 U.S. C. 1584) shall not apply to any person, not on active 
sae’ in the Armed Forces, solely by reason of his having served on active 
duty or active duty for training as a member of a reserve component 
within the preceding two years. 

Sec. 805. The Army- Navy Nurses Act of 1947, as amended (10 
U.S. C. 374-877), is further amended as follows: 

(a) Section 115 is amended to read: “ Except as otherwise specifically 
provided, all laws and regulations now or hereafter applicable to com- 
missioned officers and former commissioned officers of the Army Reserve 
and to their dependents and beneficiaries, shall, in like cases, be applicable 
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respectively to commissioned officers and former comm issioned officers of 
the Army Nurse Corps Section and the Women’s Medical Specialist 
Corps Section of the Army Reserve and to their dependents and bene- 

ficiaries.”’ 

(6) Section 116 is amended to read: “ Appointments of Reserve officers 
for service in the Army Nurse Corps Section and the Women’s Medical 
Specialist Corps Section of the Army Reserve may be made in such grades 
and under such regulations as may be prescribed by the Secretary of the 
Army from female citizens of the United States who have attained the 
age of twenty-one years and who possess such physical and other qualifica- 
tions as may be prescribed by the Secretary of the Army: Provided, That 
female officers appointed pursuant to the Act of June 22, 1944, and 
honorably separated from the service thereafter may, if otherwise qualitied, 
be appointed as Reserve officers in the highest grade satisfactorily held by 
them in active service.’ 

Sec. 806. The National Defense Act, as amended, is further amended 
as follows: 

(a) Section 69, as amended (32 U.S. C. 124), is further amended 
by striking out the words “‘and in the National Guard of the United States’’. 

(b) Section 70, National Defense Act, as amended (32 U.S. C. 123), 
is further amended by striking out the language ato therein and 
inserting in lieu thereof the following: 

“Men enlisting in the National Guard and Air National Guard of the 
several States, Territories, and the District of Columbia, shall sign an 
enlistment contract and subscribe to the following oath or affirmation: 

““T do hereby acknowledge to have voluntarily enlisted this day 
of 19 , in the National Guard (Air National Guard) of 
the State of fora period of year(s) under the condi- 
tions prescribed by law, unless sooner discharged by proper authority. 

ea? , do solemnly swear (or affirm) that I will bear true 
faith and allegiance to the United States of America and to the State of 

; that I will serve them honestly and faithfully against 
all their enemies whomsoever; and that I will obey the orders of the Presi- 
dent of the United States and the Governor of and the 
orders of the officers appointed over me, according to law and regulations.’ 

“The oath of enlistment prescribed in this section may be taken before 
any officer of the National Guard (Air National Guard) or any other 
person authorized to administer oaths of enlistments in the National 
Guard of the several States, Territories, and the District of Columbia, by 
respective laws thereof.” 

(c) The first paragraph of section 73, as amended (32 U.S. C. 112), 
is further amended by striking the words “and in the National Guard 
of the United States’’ and the words “in the National Guard of the United 
States and”. 

(d) Section 72, as amended (32 U.S. C. 125), is further amended by 
striking out the words “and the National Guard of the United States’’ 

(e) Section 76, as amended (82 U. S. C. 115), w further amended by 
striking out the words “the National Guard of the United States’’ in the 
second sentence thereof and inserting in lieu thereof the words “his 
appointment as a Reserve of the Armed Force concerned” and by striking 
out the words ‘in the National Guard of the United States’’ in the third 
sentence thereof and inserting in lieu thereof the words “‘as a Reserve of 
the Armed Force concerned”. 
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(f) Section 78, as amended (32 U.S. C. 132, 133, 134), is further 
amended by striking out the words ‘ ‘ond in the National Guard of a 
United States” in paragraph 1 thereof, ond by striking out the words ‘« 
the National Guard of the United = in paragraph 2 thereof. 

(g) Section 81, as amended (32 U. C. 172 and 175), is further 
omended by striking cut the words “The Chief of the National Guard 
Bureau shall be appointed by the President, by and with the advice and 
consent of the Senae, by selection from lists of officers of the National 
Guard of the United States recommended as suitable for such appointment 
by their respective governors, and who have had ten or more years’ com- 
missioned service in the active National Guard, at least five of which 
have been in the line, and who have attained at least the grade of cclonel. 
The Chief of the No tional Guard Bureau shall hold office for four years 
unless sooner removed for cause, and shall be eligible to succeed himself, 
and when sixty-four years of age shall cease to hold such office. Upon 
accepting his office, the Chief of the Netional Guord Bureau shall be 
appointed a major general in the National Guard of the United States, 
and commissioned in the Army of the United States, and while so serving 
he shall have the rank, pay, and allowances of a major general, provided 
by law, bur shall not be entitled to retirement or retired pay.”’ and inserting 
in lieu thereof the following: ‘‘The Chief of the National Guard Bureau 
shall be appointed by the President, by and with the advice and consent 
of the Senate, by selection from lists of officers of the National Guard 
of the United Siates or Air National Guard of the United States recom- 
mended as suitable for such appointment by cheir respective governors, 
and who have had ten or more years’ commissroned service in the active 
National Guard or Air Na ional Guard or any combination thereof, and 
who have attained at least the grade of colonel. The Chief of the National 
Guard Bureau shall hold office for four years unless sooner removd for 
cause, and shall be eligible to succeed himself and when sixty-four wars 
of age shall cease to hold such office. l pon accepting his office, the Chief 
of the National Guard Burcau shall be appointed as a Neserve officer of 
the appropriate Armed Force in the grade of major general, and shall be 
commissioned in the Army of the United States, and shall be a member 
of the National Guard of the United States or Air National Guard of 
the United States, as appropriate.’ ’ an paragraph 1 thereof, and by 


striking out the words “hold appointments im” and inserting in lieu 


thereof the following words: “are members of” in paragraph 2 thereof, 
and by inserting after che word “ ee ’ where vi £ feral appears in para- 
graph 3 thereof, ihe words “or the . National Guard of the United 


States,”’, and by striking out the est “provided in this section’ in 
the last sentence of said paragraph, and in the same sentence after the 
word “States” by inserting the words “or Air National Guard of the 
United States”, and by striking the period at the end of the sentence and 
adding the words “or Air National Guard.” 

(h) The seventh paragraph of section 127 (a), as amended (10 U.S. C. 


$18), is further amended by deleting the period at the end thereof and 


substituting a colon and adding the following: “Provided further, That 
persons may be appointed as Reserve officers of the Army or the Air 
Force in time of war.” 

(4) Section 55, as amended (10 U’. S. C. 421, 428, 424, 425), is further 
amended by deleting all of the section except the haed sentence thereof; and 
the last sentence of section 55, as amended, is further amended by deleting 
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the comma first appearing therein and the words ‘“‘whether’’ and “‘or the 
Enlisted Reserve Corps’, and by inserting after the words “Regular 
Army” the words “or in the Regular Air Force’. 

(7) Section 58, as amended (82 U.S. C. 4), is further amended by 
striking the word “twenty-one” appearing in the first sentence thereof 
and inserting in lieu thereof the word “‘eighteen’’. 

Sze. 807. (a) Subsection (6) of section 2 of the Army Organization 
Act of 1950 is amended by inserting after the words “in any of the com- 
ponents of ihe Army;” the words “‘all persons appointed or enlisted as 
Reserves of the Army, including persons transferred to such status under 
any provision of law;’’. 

(b) Section 301 of the Army Organization Act of 1950 is amended— 

(1) by siriking out ihe words “Organized Reserve Corps’? and 
inserting in lieu thereof the words “Army Reserve” ; and 

(2) by inserting after the words ‘“‘above-named componcnts;”’ the 
words “all persons appointed or enlisted as Reserves of the Army, 
including persons transferred to such status under any provision of 
law;’’. 

Src. 808. Section 205 of the Naval Reserve Act of 1938 (84 U.S. C. 
854 (d)) is amended by deleting the second proviso therein and inserting in 
liew thereof: “Provided further, That men so transferred to the Fleet Re- 
serve for the four-year period and officers and men otherwise assigned 
thereto pursuant to title II of this Act, or other provision of law, may be 
ordered by competent authority to active duty without their consent (a) in 
time of war or national emergency declared by the Congress for the dura- 
tion of the war or national emergency, and for six months thereafter, and 
(b) in time of national emergency declared by the President or when other- 
wise authorized by law; and, except as otherwise provided in this title, 
shall be under no obligation to perform training duty or drill, and shall be 
paid in advance $20 per annum: And provided further, That the Secretary 
of the Navy may release any member of the Fleet Reserve from active duty 
or active duty for training at any time, except that, in time of war or 
national emergency hereafter declared by the Congress, or in time of 
national emergency hereafter proclaimed by the President, a member of 
the Fleet Reserve who is serving on active duty shall be released from active 
duty only on the approved recommendation of a board of officers convened 
by competent authority if the member requests such action, if such release 
from active duty is not during a period of demobilization or reduction in 
strength of the Navy.” 

Sec. 809. All provisions of law which refer to appointment or enlist- 
ment in or transfer to any of the reserve components shall be deemed to 
refer to appointment or enlistment as a Reserve or transfer to such status 
in the appropriate Armed Force of the United States. All provisions of 
law which refer to persons enlisted or appointed in or transferred to any 
of the reserve componenis shall be deemed to refer to persons appointed 
or enlisted as Reserves or transferred to such status in the appropriate 
Armed Force of the United States. 

Sec. 810. Any right accrued or any proceeding commenced before this 
Act takes effect is noi affected by the provisions of this Act, bui all pro- 
cedure thereafter taken shall conform to the provisions of this Acé. 

Sec. 811. (a) Nothing an this Act shall be construed to repeal, limit, 
or modify, in any manner, the authority to order persons or units to active 
military service or raining pursuant to the Universal Military Training 
and Service Act, as amended. 
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(b) Except as otherwise specifically provided in section 806 (g), nothing 
in ihis Act shall be construed as changing existing laws pertaining to the 
Chief of the National Guard Bureau. 

Sec. 812. Except as otherwise provided wn this Act, no back pay or 
allowances shall be held to have accrued under the provisions of this Act 
for any period prior to the fi ctive date thereof. 

Sec. 813. Section 4 (d) (8) of the Universal Military Training and 
Service Act, as cuit is further amended by striking out the words 

“appointed in the Armed Forces” where first appearing therein and by 
inserting in lieu thereof the words ‘ ‘appointed, under any provision of 
law, on the Armed Forces, including the reserve components thereof,” 
This section shall be effective as of June 1°, 1951. 

And the Senate agree to the same. 

OverRTON Brooks, 
O. C. FisHer, 
L. Gary CLEMENTE, 
James E. Van Zanpt, 
Managers on the Part of the House. 
Lester C. Hunt, 
Russeiu B. Lone, 
Harry P. Carin, 
Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill. (H. R. 5426) relating to the reserve components of the 
Armed Forces of the United States submit the following statement in 
explanation of the effect of the action agreed upon by the conferees 
and recommended in the accompanying conference report: 


LEGISLATION IN CONFERENCE 


On October 15, 1951, the House of Representatives passed H. R. 
5426, relating to the reserve components of the Armed Forces of the 
United States. On June 27, 1952, the Senate considered the House 
bill and amended it by striking all after the enacting clause and insert- 
ing different language as a Senate version. 

As a result of the foregoing action on the part of the Senate, many 
differences between the Senate language and the House language re- 
sulted. Many of these differences were technical in nature, such as 
correction of typographical mistakes, clarification of language, and 
other similar type corrections. In addition, some rewriting was nec- 
essary, on the part of the Senate, because almost a vear had elapsed 
between the time of passage of the bill by the two Houses. In the 
intervening period, universal military training had been presented to 
the House and had failed of passage. Consequently, some of the 
Senate provisions written after the failure of universal military train- 
ing legislation to be enacted into law were necessary and proper. In 
those instances where the Senate language was more appropriate, the 
House receded. However, it should be noted that on the main pro- 
visions of this bill, the very backbone of the legislation, the House 
provisions prevail. 

The House bill (sec. 234 (a)) provides that members of the reserve 
components in an inactive or retired status shall not be involuntarily 
ordered to active duty unless the appropriate Secretary determines 
that no qualified reservists in an active status in the required category 
are available. On the other hand, the Senate amendment provides 
that no reservists on an inactive status list or in a retired status shall 
be ordered to active duty without their consent unless the appropriate 
Secretary, with the approval of the Secretary of Defense, determines 
that adequate numbers of qualified members of the reserve com- 
ponents in an active status or in the Inactive National Guard in the 
required category are not available. 

The purpose of the Senate change was to make this provision a 
little more flexible, to require the Secretary of Defense to supervise 
its administration, and to assure that the availability of the Inactive 
National Guard is not harmed thereby. The House recedes. 

Section 255 of the House bill provides that boards for the promotion, 
demotion, and discharge, etc., of reservists shall include appropriate 
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numbers of reservists and that the members of such boards shall be 
senior to the persons being considered thereby. This provision was 
modified in the Senate amendment so as to provide more flexibility 
by allowing the Reserve representation on such boards to be estab- 
lished by regulation, and to authorize medical and legal members of 
such boards to be junior to the person being considered, except where 
the person being considered is in the same category. The House 
recedes with an amendment. 

The House bill (sec. 256 (d)) contains a statement that the National 
Defense Facilities Act of 1950 should be immediately implemented. 
That act authorizes the construction of armories and other Reserve 
facilities. The Senate bill contains no similar provision. This pro- 
vision was originally written into the House bill because of the 
language in Conference Report No. 3026 which accompanied H. R. 
8594 in the Eighty-first Congress, which, in turn, became the National 
Defense Facilities Act of 1950. The language in the report is as 
follows: 

In agreeing to the compromise position as adopted by the conferees, it is the 

intent of the conferees that none of the funds authorized will be made available 
through appropriations until such consideration is justified by a lessening of the 
international tension, and particularly the Korean situation. 
The House, in adopting its version, was of the opinion that the National 
Defense Facilities Act should be implemented because many of the 
draftees who were inducted shortly after the beginning of Korean 
hostilities will be coming out of the active service with an obligation 
to serve in a reserve component. It is axiomatic that facilities must 
be provided for the reserve components if adequate training is to be 
offered. Since the conference report, which accompanied the bill 
which was to become the National Defense Facilities Act of 1950, 
contained the restricting provisions that none of the funds authorized 
would be made available through appropriations, it was felt that the 
sense of the Congress should be expressed to the effect that funds 
should be made available under the authorization of that act, if 
justified, for the construction of Reserve facilities. The provision 
was rewritten for the purposes of clarity. The Senate recedes with 
an amendment. 

The House bill (sec. 260) requires the Secretary of Defense to sub- 
mit to the Congress legislative recommendations for the promotion of 
Reserve officers and to equalize benefits of reservists and regulars. 
The Senate amendment deleted this provision, since the Department 
of Defense has complied and already submitted its legislative recom- 
mendations. They are H. R. 7856 and 7002, now ‘pending in the 
House. Inasmuch as this provision of the bill is no longer necessary, 
the House conferees agreed to delete the provision. The House 
recedes. 

The bill, as passed by the House (sec. 211), established the inactive 
status list which would consist of those members of the reserve com- 
ponents who are unable to participate in training and, in addition, 
the House bill (sec. 227) provides for persons with physical disabili- 
ties, which could be remedied within 1 year, to be placed on the in- 
active status list. The Senate amendment provides that no person 
who has an obligated period of service shall be placed on an inactive 
status list. Although the regulations of the Secretary of Defense, 
which the House bill provided for, should adequately take care of this 
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matter, it was agreed that the Senate language was safer and that per- 
sonnel with obligated periods of service would, by law, be prevented 
from transferring to the inactive status list and thus decrease their 
vulnerability for call to active duty. Furthermore, it was thought, by 
virtue of their own default, some persons might decrease their liabil- 
ity for active duty by_a transfer to the inactive status list and, conse- 
quently, the House conferees agreed that the Senate language should 
prevail. In addition, to make the bill consistent, the conferees agreed 
that the authorization for a transfer for persons with temporary or 
remedial physical disabilities to the inactive status list should be 
deleted. The House recedes. 

The House bill (sec. 217 (b)) provided that the relative precedence 
of Reserve officers and Regular officers shall be determined in accord- 
ance with date of rank. This provision was deleted from the Senate 
amendment apparently because it was believed to be more appro- 
priate for inclusion in the Reserve promotion bill. It is true that the 
matter of precedence is covered in the Reserve promotion bill which 
has been submitted to Congress, but inasmuch as that legislation has 
not been acted upon, it was thought that this provision should stay 
in pending a thorough study of the matter when hearings on Reserve 
promotion legislation are held. The Senate recedes. 

The House bill makes no specific reference to the Inactive National 
Guard. The Senate amendment retains the Inactive National Guard 
in its present status, that is, as a special category within the National 
Guard where those members of the National Guard who are unable to 
participate in training may be placed for limited periods. The Na- 
tional Guard favors this provision and the conferees agreed that it 
should be included. The House recedes. 

The House bill contains a provision (sec. 215) which would provide 
that the organization, operation, administration, training, mainte- 
nance, and supply of each reserve component shall be integrated with 
those of the regular components. The Senate amendment did not 
contain such an amendment since it was objected to by the National 
Guard on the grounds that it might tend to federalize the guard. 
The conferees felt that the section was merely a statement of policy 
and denotes something that is already being done administratively, 
so that the inclusion of the controversial problem was not necessary. 
The House recedes. 

Section 217 (c) of the House bill provides that wherever and when- 
ever Regular officers have been given constructive credit for previous 
professional training, Reserve officers shall receive the same credit. 
The Senate amendment contained no provision. The Senate con- 
ferees pointed out that any such legislation should be properly taken 
up in a promotion bill and inasmuch as the Reserve Officers Personnel 
Act was pending, the matter should be considered in conjunction with 
that legislation. Furthermore, the provision of the House bill is very 
broad and would provide constructive credit for all present and future 
Reserve officers while the Regular officers, who receive credit in the 
Navy which was not extended to Reserve officers, were a limited group 
holding particular assignments at a particular time. The conferees 
were of the opinion that although the provision in the House bill would 
benefit a few, it might well discriminate against many. Consequently, 
it was thought that this provision should be deleted from the bill and 
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made the subject of a special study when hearings on the Reserve 
Officers Personnel Act are held at some later date. The House 
recedes. 

The House bill repealed the dual oaths now required for members of 
the National Guard and Air National Guard, because such is a matter 
for State legislation to provide for State oaths. However, in the hear- 
ings before the Senate committee, the National Guard asked that the 
State oaths for the members of the National Guard and Air National 
Guard be made a part of this legislation. While it would appear that 
the State oath is a matter of State legislation, in order to avoid placing 
a special burden on the States, the Senate amendment continued, with 
minor amendments, the present oaths for members of the National 
Guard and Air National Guard. The House recedes. 

The House bill (sec. 225) provides that hereafter all appointments 
as Reserve officers shall be for an indefinite term and further provides 
that present Reserve officers who do not now have indefinite appoint- 
ments will have their present appointments automatically changed to 
indefinite appointments, unless, within 6 moaths after notification by 
the armed service concerned, which shall be given within 6 months from 
the effective date of the act, they decline to have their current appoint- 
ments changed. This provision would affect only members of the 
Officers Reserve Corps of the Army, Air Force Reserve, and the 
Coast Guard Reserve, since appointments in those components are 
the only appointments which are not for an indefinite term, as now 
established by statute. The Senate amendment provides that present 
Reserve officers will not have the terms of their current appotatments 
changed unless the officer concerned accepts an indefinite appoint- 
ment. By the terms of the Senate amendment, an officer would be 
required to accept an indefinite appotatment within 6 months after 
notice by competent authority which is required to be given within 
6 months from the effective date of the act. The language difference 
of the two sections may seem inconsequential, but considerable 
controversy among the conferees was aroused by this portion of the 
bill. Plainly speaking, the two provisions mean that, as to the House 
version, an officer will be blanketed into an indefiaite Reserve appoint- 
ment unless he makes some affirmative action to discontinue his Re- 
serve commission and insofar as the Senate amendment is concerned, 
the officer will not be given an indefinite appointment unless he makes 
some affirmative action indicating his desire for same. 

The House conferees could not help but feel the responsibility they 
undertook when originally conducting hearings on the Armed Forces 
Reserve Act and that was to assist the reservist in every way possible 
and to remove every stumbling block to his future well-being as a 
member of a reserve component. Since the House version would place 
a greater burden upon the Reserve officer, and indeed might blanket 
him into the Reserve indefinitely, through error or procrastination on 
his part, the House conferees agreed with the Senate amendment. 
The House recedes with an amendment. 

Section 257 of the House bill requires a general officer of each armed 
service to be appointed to be responsible for all Reserve affairs of that 
armed service to the chief of staff or commandant, as appropriate. 
The Senate amendment provided that this provision should not im- 
pinge in any way upon the duties of the Chief of the National Guard 
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Bureau in order to meet the National Guard objection that this pro- 
vision might be construed by the military departments to reduce the 
status of the Chief of the National Guard Bureau. This problem was 
covered in the House report and the Senate amendment merely writes 
into the bill what was stated to have been the House position. The 
House recedes. 

The House bill (sec. 228) provides that all enlistments and all re- 
quired periods of obligated service in the reserve components in effect 
at the beginning of, or entered into, during time of war, national 
emergency declared by the Congress, or national emergency proclaimed 
by the President, shall continue for the duration of the war or national 
emergency and for 6 months thereafter. The Senate amendment did 
not provide for the extension of enlistments or periods of obligated 
service during a period of Presidential emergency. It is true that the 
authority granted by the House bill would allow the Department of 
Defense to hold in service those persons who had been adequately 
trained during a threat of hostilities. On the other hand, the Senate 
conferees pointed out that this authority should not be granted during 
limited Presidential emergencies, but that Congress should determine 
whether enlistments should be extended. Inasmuch as the House 
conferees were strongly in favor of retaining a maximum of control in 
the legislative branch, they agreed to the Senate amendment. The 
House recedes. 

The Senate amendment included provisions that the Secretaries of 
the military departments shall establish adequate provisions with 
respect to female Reserve officers to insure that such personnel shall 
not be declared ineligible for appointment or enlistment in the Re- 
serve solely on the basis of having minor or dependent children and 
that such personnel shall not be discharged eelaehaiiie solely be- 
cause of the birth or assumption of care or custody of children. 

The Senate provisions, in this respect, result from a floor amendment 
and were never considered by the conferees during hearings on the bill 
in the House committee. The conferees agreed that additional study 
should be given to this matter and since it was controversial, hasty 
action should not be taken. The Senate recedes. 

The Senate amendment includes a provision which would credit all 
service performed as a cadet at the United States Military Academy 
pursuant to an appointment made prior to August 24, 1912, and all 
service performed as a midshipman in the U nited States Navy pur- 
suant to an appointment made prior to March 4, 1913, in determining 
the amount of retirement pay, including longevity pay, to which 
officers in the reserve components of the Armed Forces may be entitled 
under any provision of‘law. This provision of the Senate amendment 
was also offered on the Senate floor and, consequently, did not have 
study by either committee which held hearings on the Armed Forces 
Reserve Act. This provision of the Senate amendment would give 
creditable service to academy graduates, appointed prior to certata 
dates, for retirement purposes under Public Law 810, Eighty-second. 
Congress. The conferees do not believe that retirement provisions 
of the Reserve Retirement Act should be opened in this act inasmuch 
as they can be made the subject of future legislation. The Senate 
recedes. 
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The House bill contains provisions (secs. 204-210) which would 
establish within each armed service two categories of reservists based 
upon availability for active duty. These categories are known as 
the Ready Reserve and the Standby Reserve. The Ready Reserve 
would be available for active duty in time of war or national emergency 
declared by the Congress, in time of national emergency declared by 
the President, and when otherwise authorized by law. The Standby 
Reserve would be available for active duty only in time of war or 
national emergency declared by the Congress or when otherwise 
authorized by law, or to phrase that liability in another way, only in 
time of full mobilization or when more than the Ready Reserve would 
be needed. The House was careful to include a limitation so that 
before any member of the Ready Reserve could be called to active 
duty in time of national emergency declared by the President, the 
Congress would have the right to authorize the numbers of* persons 
which would be subject to such call. 

The Senate amendment contains no provisions relating to the Ready 
and Standby Reserves. The effect of the Senate amendment is to 
leave the reserve components in the same condition as before the 
beginning of the Korean hostilities. The House, by passing H. R. 
5426, had indicated that it wanted no more of the old Reserve concept 
but rather the establishment of specific categories so that each reservist 
would know his liability for future duty. 

There is no doubt that the concept of the Ready and Standby 
Reserves is the crux of the entire Armed Forces Reserve Act. It 
was decided to accept the House version of the bill with minor changes, 
that is, the term of service which would allow a person to transfer to 
the Standby Reserve would be changed from 6 years to 5 years and a 
combination of active duty service and Reserve service totaling 5 
years would be sufficient to allow a reservist to transfer to the Standby 
Reserve and thus complete his period of obligated service under 
Public Law 51, Eighty-second Congress. The Senate recedes with 
an amendment. 

After the recession of the Senate conferees on the concept of a 
Ready and Standby Reserve, some provisions of the legislation 
followed naturally. The House bill provided that one of the differences 
between the two categories was the degree of vulnerability for future 
recall to active duty. It was established that the Ready Reserve 
should be called first. Therefore, the House bill contained a provision 
which would allow the President to call members of the Ready Re- 
serve, but only in such numbers as might be authorized by Congress. 
Therefore, Congress retains its traditional control, but the provisions 
of the House bill provided a different method for calling the Standby 
Reserve by specifying that that category could only be activated after 
a national emergency declared by Congress. The Senate amendment 
had no such provisions. It provided that all reservists should only be 
called to active duty after a declaration of emergency by the Con- 
gress, thus making no distinction between any of the individual mem- 
bers of the reserve components regardless of their period of prior 
service. Inasmuch as the Senate conferees had agreed to the House 
version of a Ready and Standby Reserve concept, the theory of calling 
the Ready Reserve, as contained in the House bill, was agreed to by 
the Senate conferees. The Senate recedes with an amendment. 
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Both conferees of the House and Senate were disturbed about the 
involuntary recall of both Standby and Ready Reservists and, there- 
fore, wrote two provisions into the bill. The first deals with the 
involuntary recall of ready reservists and has for its intent the protec- 
tion of all persons in this category and particularly those ready 
reservists who have served in Korea. The provision establishes a 
policy of Congress because of the hardship situations developed by 
the Korean hosiilities so that attention shall be given to the duration 
and nature of previous service, to-family responsibilities and to 
employment found to be necessary to the maintenance of the national 
health, safety, or interest. Furthermore, the Secretary of Defense 
must promulgate policies and procedures as may be required to carry 
out the congressional intent and, from time to time, and at least 
annually, report to the appropriate Committees on Armed Services 
of the Gongress respecting same. 

The Senate amendment contained a provision which would protect 
those who had served in the combat zone in Korea from further recall. 
However, the provision was so written that obvious discriminations 
would exist. For instance, a veteran of World War II with 5 years’ 
combat service who was again recalled following the outbreak of 
hostilities in Korea, but was not assigned to the Korean combat zone, 
would find himself eligible for recall a third time, before a person who 
had been drafted and had served some time on the combat zone in 
Korea. The conferees could not allow such discriminations to exist 
and, therefore, did not feel that any demarcation line should be drawn 
between veterans of World War II and Korean veierans. The Senate 
recedes with an amendment. 

The conferees were equally disturbed about the recall of members of 
the Standby Reserve under the provisions of both the House bill and 
the Senate amendment. Consequently, it was agreed that except 
in time of war, or unless otherwise authorized by Congress—(1) no 
unit of the Standby Reserve organized for the purpose of serving as 
such, nor the members thereof, shall be ordered to active duty unless 
the appropriate Secretary (with the approval of the Secretary of 
Defense in the case of a Secretary of a military department) determines 
that adequate numbers of the required types of units of the Ready 
Reserve are not readily available, and (2) no other member of the 
Standby Reserve shall be ordered to active duty as an individual 
without his consent, unless the appropriate Secretary (with the ap- 
proval of the Secretary of Defense in the case of a Secretary of a 
military department) determines that adequate numbers of qualified 
members of the Ready Reserve in the required category are not readily 
available. 

The foregoing provisions will insure members of the Standby Re- 
serve from recall to active duty before their counterparts in the Ready 
Reserve have been exhausted, even though a national emergency by 
the Congress has been declared. 

Finally, the conferees decided that some finite limitation should be 
placed on the Ready Reserve. The problem was to place a ceiling 
which would not be too high so that appropriated funds for the training 
of the Ready Reserve would be spread so thin as to lose effect, nor to 
make the number so small as to make the striking force of the Ready 
Reserve ineffective. Consequently, the conferees set a ceiling on the 





: 








ARMED FORCES RESERVE ACT OF 1952 39 


Ready Reserve at 1,500,000 authorized personnel strength. It must 
be remembered that this includes the entire National Guard and Air 
National Guard and also will include all persons serving on active duty. 
Furthermore, the authorized strength set herein is a ceiling and can be 
lowered by administrative discretion. 

OvertToN Brooks, 

O. C. Fisuer, 

L. Gary CLEMENTE, 

JaMES E. Van Zanpvt, 

Managers on the Part of the House. 
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Mr. Watter, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


{To accompany H. Con. Res. 191) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the concurrent resolution 
(H. Con. Res. 191) favoring the granting of the status of permanent 
residence to certain aliens, having met, after full and free conference. 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the House recede from its disagreement to the amendments 
of the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ments, insert the following: That the Congress favors the granting of 
the status of permanent residence in the case of each alien hereinafter 
named, in which case the Attorney General has determined that such 
alien is qualified under the provisions of section 4 of the Displaced 
Persons Act of 1948, as amended G2 Stat. 1011; 64 Stat. 219; 50 App. 
U7. S. C. 1953): 

A-6427738, Abu-Zannad, Fakhri Fddin. 

A-6775706, Albrecht, Bohumil. 

A-9542215, Balodis, Hkduards. 

A-6886819, Beck, Helene. 

A-6886821, Beck, Cecile. 

A-6886820, Malek, Serena Beck. 

A-G470886, Bednar, Zdenek Frantisek. 

A-6779245, Berkovic, Isaac. 

A-6780732, Berkovic, Mulvina. 

A-6811524, Cihoviez, Anna or Sister Maria Urbana Cihovicz. 

A-6618832, Czuker, Jan. 

A-6841088, Deutsch, Jozsef Gabor or Joseph Gabriel Deutsch. 

A6794942, hl Hindi, Ahmad ke Mohamed. 
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A-6870402, Falkowski, Zdzislaw. 
A-68704038, Falkowski, Maria Janina. 

* A-6953383, Falkowski, Malgorzata Maria Rosa. 
A-97 16783, Falk, Bernard Aloj zy. 
A-6503646, Friedman, Evzen. 

A-6389949, Friedman, Ruzena or Pose. 
A-6757652, Goldburd, Zundel. 

A-6757998, Goldburd, Basia. 

A-9652186, Grinbergs, Manfreds. 
A-6780725, Grunfeld, Alzbeta. 

A-6740921, Gurwicz, Meir. 

A-6707452, Gurwiez, Serena. 

A-7095745, Haas, Erzsebet or Elizabeth. 
A-6794998, Heller, Livia. 

A-6702147, Hendeles, Lajzer. 

A-6623660, Hendeles, Moselle (nee Cohen). 
A-7 283102, Hrdinova, Milena Marie Anna. 
A-6860904, Iwensky, Saja. 

A-6694231, Kalisz, Icchok. 

A-6905321, Kaplanek, Ruzena. 
A-6760574, Kesler, Michael, or Michael Kesler-Guberman. 
A-7828443, Kostins, Vladimirs. 
A-6481280, Kovaes, Anna, or Maria Anna Crescentia Kovaes. 
A-6403567, Kwan, Wei. 

A-6627366, Kwan, Yun-Sun Hsieh. 
A-6819609, Lazar, Irene Theresa. 
A-6935235, Mach, Antonin. 

A-6704679, Magrys, Janina. 

A-6685998, Malach, Pinkas. 

A-7095744, Maly, Oldrich. 

A-6704677, Michniak, Felicia Theresa. 
A-6987 218, Nagy, Tibor Julius. 
A-6983577,, Roth, Herman. 

A-6765745, Schneider, Bluma Salzberg. 
A-6762002, Schneider, Chaim. 

A-6854619, Schwerd, Leopold. 

A-6854620, Schwerd, Bernard. 

A-6854621, Schwerd, Abraham. 

A-6804007, Segal, Siman. 

A-67 26998, Seidl, Zdzislaw. 

A-67 26994, Seidl, Margit. 

A-6704246, Sikora, Genowefa. 

A-C5 98476, Silbige r, Eedih (Edita Silberger). 
A-7053523, Spiegel, Alexander Shlomo. 
A-7053521, Spiegel, Olga Wald. 
A-7941113, Spiegel, Edith. 

A-6759338, Szalai, Georgine Marie Etel Ida or Georgine Szalay. 
A-G636178, Szezcpanski, Izrael. 
A-6739561, Szezepanski, Etka. 

1770, Urga, Johans Jekabs. 

5595, Vietorisz, Thomas Adam. 

3736, Walder, Gyula. 

17385, Walder, Ilona Dubik. 

1297, Weinfeld, Ernest. 
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A-66621§ ? ’ 
46654866 woe er, Szmul. 
“4-6991753. ve’ Kenia. 
ese . ; “a és . > fa . i: 
A-6714888. ee ye or Paul Zaleski or Edward Nov 
A-6850602, Zupnick omy — Zawadzka Novak. 
A-95 ‘ ~3 ‘a £1. ‘ 
A 813518 on nark, Leo. 
A-6609639, Gottl; Susan (nee Hisdorfer) 
16886816, Hal 50, Mares!. ee 
7 O1L0, ! A yh 
A-6911231 qo Ludwik or Leonard Halpert 
A G108668, Kawer’ Bente ee 
4 686817, Klccks’ Chena 
46490882, Koppel, Tesdor 
aoe ope 
1-745727 ; Lustin, Dina. 
ATgRTaT, Koti, Abram, 
A-6839294, on Meee. 
‘A-6715860, aie Tadeusz Stefan. 
‘A-6886814, Mille opf, Mailich. 
A-6883775. Miller Akiwa. 
« OO0e a oY 
oo ae 
A-6991757. P ra san 
AA-O091 198, ap, Gabor Tivadar 
€ Y FQ adar, 
Aas ree nee Tons. 
A 9776585, Partyka, Paul Willi 
ot Skotehko, Fiala. iam, also Wilhelm Pawel Partika. 
‘A-69036¢ 7 aes berger, Bela. 
A-64 10950 si inberger, Jeno. 
A-64 109 51, Ver " "p Rocks os 
7 vol, erderber. Rechaw 
A-7073952. Wolinski. vechava. 
‘A-6881417. ees ( ie et nee 
aaa te ie 9» A ( wa, y ~ 
A-63861759, Bernard iris ye 
A-6361760, Berne rae C2, Wiladislaw. 
A-9776569, Bu ne dowiez, Helena Sosnowitch 
‘4-7849973, Cataral ig ge | 
qveld, arahia, P. ; 
A-78418 ee enet- 
6780707" ae ovie, Mija. 
9727767 ein, Rachel. 
« et a ) . 
'1-6662205, Pa o vimnowski, Saturnin. 
A-9543193, ae Janos. 
“A~955t 99) Y itka ’ A n dreas 7 
4-7] 5197 Cree itie 
Oe 97, Schick, Redric TP: Ff 
ae a 
A-7110845, Sinunu, — 
“4-7095960° ro unu, Jacoub Radie. 
A-G860796, Te i hs u, Alexander Badie. 
‘+ 9010488, Vejak, Jacob (1 
“8910034, Wallne epae® 6 Stee): 
te eee illner, Istvc +e , 
A-6861909. Zanka. J. te in or Stephen Wallner 
A 6891829 Re ml re aroslar or Jerry. ; 
(6705679. rs, Naum Saia. 
A-6704679, Dorosz, Boz 
“46771742, Dudum. Manaw apne 
{ BYOLER? nee Manawell. 
4 4U4007, Gawel, Zofai. 














GRANT PERMANENT RESIDENCE TO CERTAIN ALIENS 


A-9801211, 


A-7079989, 
A-6689608, 


A-6193516, 


A-6685877, 
A-6676326, 


A-9777236, 


A-9831393, 
A-6291887, 
A-6291890, 
A-6691306, 
A-7802322, 
A-6794819, 
A-6991809, 
A-7957361, 
A-6662192, 
A-9678258, 
A-9682086, 
A-OS830450, 
A-6499960, 
A-6383642, 
A-7118810, 
A-6937571, 
A-6937572, 
A-G937578, 
A-6937574, 
A-677 1769, 
A-70579138, 
A-6241050, 
A-G944214, 
A-6944213, 
A-674997 4, 
A-7821840, 
A-6829981, 
A-6775565, 
A-6911181, 
A-I9836601, 
A-7427257, 
A-6 427748, 
A-67 94698, 
A-6896050, 
A-6617281, 
A-6985602, 
A-6985601, 
‘A-7941872, 
‘A 6232285, 
A-6851559, 
A-6622756, 
A-681685 
A-63 44908 , 
A 6803958, 
A-685595 4, 
A-7 138279, 
A--9777307, 


Hermits, August. 

Hrdlicka, Richard Frantisek. 
Krajnik, Iszak. 

Lakovie, Rajko S. 

Leibowitz, Nochim. 
Leibowitz, Sara. 

Paala, Evald Aleksander. 
Paju, Arnold. 

Piasecki, Witold Marian. 
Piasecka, Helena. 

Purec, Hersz. 

Saar, Evald. 

Schwarez, Emil. 

Schwarez, Ruzena. 

Schwarcz, Marmilian. 
Stupaczewski, Abram. 

Tapp, Augustine. 

Trella, Felika. 

Awad, Ishak Said. 

Rasch, 4 tbraham Hersh. 
Rlat, Pinchos. 

Rorsay, Maria Anna. 
Rorsody, Istvan Karoly or Stephen Rorsody. 
Porsoay, Charlctte or Sarolta Borsody (nee Herzka). 
Rorsody, Eva Katalin. 
Porsody, Hanna Erzsebet. 
Rurianek, Otte. 

Calauz, Rozalie Fekete. 

Fen, Wu Chi or Cary Wu. 
Hanak, Karla. 

Hanak, Michael. 

Tlauer, Miklos. 

Ingr, Serge Jan. 

Klein, Jozsef. 

Klima, Slava. 

Kolev, Ilia Gichev. 
Kowalezyk, Wladyslaw 
Laats, Jyri Georg. 

Lorenzo, Jack Mubarak. 
Machek, Otakar. 

Niculescu, Barbu. 

Odeh, Aziz Salim. 
Perlmutter, Laszlo. 
Perlmutter, Katalin (nee Stern). 
Perlmutter, Aniko. 
Piekarski, Stanislaw Witold. 
Ping, Wong Wai. 

Raad, George Khalik. 


, Rybarova, Anna or Anna Rypbar. 


Rydz, Zygmunt. 

Rywkin, Mordchai or Mordechai Rivkin. 
Rywkin, Dvosia. 

Klimek, Adolf. 

Sum, Flo, 











GRANT PERMANENT RESIDENCE TO CERTAIN ALIENS a 


A-6231163, Swastek, Franciszek Antoni. 

A-6688244, Szterenzer, Szymon. 

A-6912090, Szterenzer, Sonia. 

A-9663929, Varnag, Enn or Samuel Mool. 

A-7491670, Vesik, Mihkel. 

A-6461146, Vrastilova, Marie Alzbeta or Marie Vrastilova. 
A-7520334, Vymetalik, Henry or Jindrich Alos Mazarek. 
A-6536908, Weisz, Ignatz. 

A-7088157, Ziffer, Walter. 

A-7095722, Ardavanu, Nicolae alias Nicolae Rene Ardavanu. 
A-7095721, Ardavanu, Irina (nee Profeta). 
A-70523894, Benes, Rudolf. 

A-6848038, Ciiang, Chi-Jen. 

A-1804201, Chang, Wen Ti alias John Wen Ti Chang. 
A-7095968, Duchacek, Ivo. 

A-6694107, Dyksztejn, Idel. 

A-7439091, Fan, Mabel Shun Wha. 

A-6962949, Foris, Peter. 

A-7 13823 f Gold, Michel. 

A-6689553, Gross, Morice. 

A-6644593, Grunwald, Peter. 

A eens Guttman, Irma. 

A-7717655, Hu, Betty Mayling (formerly Stella Wang). 
A- 9: S285. 3, Tvellio, Jose ph. 

A-6044017, Jablonska, Wladyslawa. 

A-6 11580, Jablonska, Eleonora. 

A-6903688, Janicki, Andrzej, 

A-6491962, Kaevats, Ilmar. 

A-6491963, Kaevats, Ella. 

A-6491961, Kaevats, Juri. 

A- 6727 314, Kann, Eduard, 

‘A-7184,190. Kase, Francis Joseph. 

A-6868638, Klopman, Eliase. 

A-7858008, Klunic, Anton or Tony. 
A-6419788, Laren, Kuno Boris. 

A-6778968, Lauko, Vladimir. 

A-7934744, Lazarevic, Ivo. 

A-9564652, Leppik, Artur or Arthur Lepik. 

A-672: O75. Loblovies, Robeit. 

A-6549173, Lu, Kuo Chin. 

A- 9777296, Lukowski, Zbigniew. 

A-6390519, Macek, Vlado alias Vladimir Macek. 
A-6744210, Macek, Josipa Ivan (nee Jurak) 
A-6744283, Macek, Agnes Lyerka alias Agneza Ljerka Macek 


Agnes Mae ek. 


A-674425 ?84, Macek, Andre alias Andrej Macek or Andre Matchek. 
A-7182174, Mazur, Zbigniew Kandyt. 
A-7248035, Moldoveanu, Toma (Thomas). 
A- pepapian | Moldoveanu, Constance. 
A-6481279, Nagy, Maria, or Sister Mary Andilla. 
A-692 20909 Neumann, Leonie Finali. 
A-6794909, Nubani, Ja wdat Ibrahim. 
A-6445457, Okakiewicz, Justyna Joanna. 
A-9528959, Polis, Roberts. 





GRANT PERMANENT RESIDENCE TO CERTAIN ALIENS 


A-9538292, Rabba, Heinrich Eduard. 
A-7095909, Reimann, Ernest. 

A-7095910, Reimann, Dora (nee Banffy). 
A-7197749, Rekeny, Anna. 

A-6343459, Ranty, Bronislaw George formerly Bronislaw Rubinfeld. 
A-6669273, Rzeszewski, Binem. 

A-6669274, Rzeszewski, Roisa (nee Parriser). 
A-6870015, Sadilek, Zdenek. 

A-9736877, Sai, Rudolf. 

A-97 45639, Sarzants, Karlis. 

A-6704468, Schwartz, Peter. 

A-6662195, Semiatychi, Hercel. | 
A-6427758, Shiber, Saba George. | 
A-6704212, Sibinska, Bozenna (Barbara). 

A-6491960, Siim, Helene. 

A-6491959, Siim, Albert. 

A-6804022, Silberstein, Deszo. 

A-7049560, Silverman, Anna Rudsinsky or Silberman. 
A-6887197, Skala, Imrich. 

A-6887196, Skala, Stefania. 

A-6779237, Slavensky, Pavel, alias Jacob Frielich. 
A-67 48490, Steinberg, Gennady Henry Matveievitch. 
A-6508276, Szule, Mihaly or Michael alias Sarossy. 
A-6602824, Szule, Gabriella Moroez. 

A-6497289, Tan, Kim Hoang. 

A-6620586, Tsien, Tang Zing. 

A-9764971, Uhach, Luigi. 

A-6751514, Vanek, Zdenek alias Abraham Grunberger. 
A-9538394. Vesk, Karl. 

A-6803917, Wajnberg, Rywka or Rita Weinberg. 
A-6848669, Yang, Chi Ko. 

A-6403572, Yang, Anchi Wong. 

A-7886917, Ying, Wong Shan (Mrs. B. Y. Woo). 
A-7886918, Woo, Kee Pea or Nancy Woo. 

A-7122699, Zelka, Joseph Yehooda. 

A-9550407, Akula, Nikolai. 

A-7210031, Bartok, Anna. 

A-6760689, Baumohl, Sandor or Alex or Alexander Baumohl. 
A-6461100, Benno, Salman Ezra. 

A-6937370, Bialy, Jerzy Josef. 

A-6798088, Birenbaum, Solomon. 

A-7858185, Bokun, Jozef. 

A-9707201, Bomis, Driscis Zania. 

A-6882107, Brayer, Menachem Mendel. 

A-6576395, Breuer, Emil. 

A-7198815, Chang, Nathan Chong Tsau. 

A-697 6880, Chu, Bacon. 

A-6523895, Cieplak, Stanislaw Jozef. 

A-69231538, De Warge, Levente (Levente Warga de Sziget). 
A-6712036, Dracopoulos, John Basil. 

449406, Fatkine, Stella or Selima Faikine. 

414979, Fried, Ernst. 

709336, Friend, Balfoura. 

-6644123, Gottesmann, Maria. 











GRANT PERMANENT RESIDENCE TO CERTAIN ALIENS 


“I 


A-6644124, Gottesmann, Mignon. 

A-6583210, Halata, Vlasta. 

A-6983819, Hecht, Mendel. 

A-6719386, Herskovic, Herman. 

A-7125313, Hodzova, Drahotina. 

A-6627211, Hu, Fu- Nan or (Mrs.) Lan-An Hsu. 

A-6794 756, Ilitch, Mitorad. 

A- 6669708. Ivanoff, Helen Petrovna. 

A-7991219, Kaaman, Hugo. 

A-7879262, Kaddak, Heinrich. 

A-7523160, Kahan, Frida. 

A-7841655, Kahu, Ewald Ewraim. 

A- 4121844. Kaibni, Fuad Ibrahim. 

A-6769261, Kaupas, Victor Vladas or Kyburg or Kyburz 

A-6794761, Keleti, Pierre Georges (George Peter Keleti). 

4-9728279, Kerns, Ansis Roberts or Hans Robert Kern. 

1-7427260, Kielbasa, Joseph. 

A-6949988, Klein, Herman. 

A-6934966, Klein, Edith (nee Edith Roza). 

A-670 2193" Koneff, Boris Alexandrovich or Bob or Alexander Kone ff. 

A-7858098, Koo, N. Z. (Shen Ven Yeh). 

A-9514992, Kukk, Alexander. 

A-6881672, Kupferstein, Ervin. 

A-6752980, Lantos, Thomas Peter. 

A-6878013, Levita, Olga or Lewita (nee Spitzer). 
7985932, Lillimagi, Arthur. 

A-7095793, Lillimagi, Miralda (nee Norden). 

A-9802602, Lillemayi, Leonard. 

A-7 863547, Lozicki, Jan. 

A-6248630, Luts, Heino Alfred. 

A-6830003, Maday, Bela Charles or Bela Karoly Maday. 

A-6803924, Maimon, Yeta (nee Jolan or Janta Rerger). 

A-6232254, Maksymow, Jozef John. 

A-967. 342, Manni, Otto. 

A-7118623, Marsak, Ivo Vaelav. 

A-7985661, Mensik, Bohumil or Francois Segal. 

A-6497 208, Mikulasek, Adolf. 

A-6371452, Miller, Sophia Pavlovna (nee Rumarchuk). 

A-6371454, Miller, Rada Alexandrovna. 

A-6555839, Minoot, Rudolf or Rudolf Minuth. 

A-6610312, Miranker-Miranski, Zalman. 

A-6678556, Noulik, Eduard. 

A-6678557, Noulik, Leida Helene. 

A-6537557, Parna, Jaan Voldemar. 

A-6536276, Parna, Lizette (nee Leinberg). 

A-6597438, Pinter, Szymon. 

A-6554216, Piwowoz, Mojzesz. 

A-6740118, Platovsky, Shoshana. 

A-6816144, Pellak, Rosa. 

A-6606627, Porgesz, Herman. 

A-7463650, Posidel, Bartolo. 

A-6803£35, Pressler, Stevan. 

A-9825261, Rachuba, Lidia. 

A-6835860, Rago, Louis Joseph. 











GRANT PERMANENT RESIDENCE TO CERTAIN ALIENS 


A-7849818, Romm, Carl Calle. 
A-6555819, Schiffman, Rose or Roza Schiffman. 
A-6958 445, Sierpowski, Jozef. 
A-65641/9, Soltan, Eli Boruch. 
A-6662727, Sta ub, Edith Bohm. 
A-6685994, Szwarcblat, Chaim or Chaim Schwartzblett. 
A-6°8 4639, Tasev, Athanas Stoyanov. 
A-68 43542, Taub, Sclomon. 
A-6987828, Todorov, Theodore Ivanov. 
A-6232889, Veedam, Voldemar. 
A-7 934148, Vimb, Evald Ferdinand. 
A- 6047259. Wandzel, Adam Arthur. 
A-663. 021. Weiss, Zlata. | 
A- 6819102. Weksler, David. | 
A-6811475, Weksler, Golda. 
A-6730652, Wu, Ming An (Man On Ng). 
A-6015116, Zucker, Emilie. 
A-708 (670, Ajluni, Raymond Marfuz. 
A-6633726, Alter, Szymon. 
A-€479412, Andre, Laszlo. 
A-6772246, Ayish, Ahmad Shihadeh. 
A-6949331, Bay, Adela. 
A-6694124, Bergsztyn, Benjamin. 
A-6834685, Boucher, Nathalie Alerandrovna Konzenetsova. 
A-6911189, Demeter, Odon Thomas. 
A 68439. 41, Deutsch, Cheskel Ezekiel. 
A-7 469208, Eid, Anisa Gabriel. 
A-6905019, Friedman, Helen. 
A-6905020, Friedman, Gisella. f 
A-6694300, Hsi, Kong-Ming (Paul). 
A-78 21166, Tsia, Ting Wei. 
A-6534382, Ifland, Miriam Jacob. 
A-95. 19897, Karner, Rudolf. 
A-6794963, Kawwas, Naim Jacob. 
A-6805585, Klein, Rosita Eerdan. 
A-9656333, Konstantin, Roots. 
A-967 9936, Koster, S¢ rgei. 
A-7061798, Krunel, Ladislav Antonin. 
A-9825047 , Kwiecinski, Stefan Jozef. 
A-6830509, Ledwon, Pawel Josephat or Frater Josephat Ledwon. 
A-67 24356, Lomova, Charlotte. 
A-6956 129, Lux, Verona. 
A-7178958, Musallam, Abla Fid. 
A-7879625, Musallam, Najwa Sani. 
A-7879626, Musallam, Suad Sami. 
A-684 j8834, Nagy, Vince. 
‘A-684883 35, Nagy, Elsa (nee Szevera). 
A-6848846, Nagy, Adam. 
A-97 58946, Pagan, Luigi Attilio Mario. 
A-6182828, Pennar, Jean. 
A 6555846, Popov, Alexander Ivan. 
A-6347212, Radsepp, Eugen. 
A-7898926, Rannala, Sten Alexander or Sten Alexander Nyholm. 
A-6821776, Resev, Nikolai or Nicholas. 
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GRANT PERMANENT RESIDENCE TO CERTAIN ALIENS 


GS860784, Rodzinski, Zyzislaw, Jozef. 
6860785, Rodzinski, Jadwiga Halina. 
7125370, Saar, Max Emil. 
6227908, Tubielewicz, Boguslaw, Ludwik. 
7955339, Viede, Erich. 
7120688, Wang, An-Pangq. 
7083079, Waldman, Iesther (nee Frenkel 
6886822, Waldman, Mendel 
GS857: 570, Weiss, Lilly. 

955111, Absolon, Kare! Bedrich Jaroslav Willibald Jindrich. 
9825061. Adamska, Jadwiaa. 
eee 3, Aditer, Eva (nee Ladisiai 
6990725, Arnost, Milan Jan. 
699075 54, Arnost, Herta Maria. 
6990726, Arnost, Milan Jan, Junior. 
6.990727. . trnost, Thomas Michael 
6690579, Bitker, Alexandra. 
6690578, Bitker, Joseph. 
65238944, Bitker, Rachel. 
OSS1\ 809. Braun, Isaac. 
698. 0312 2, Braun, Ruchlia. 


pecahoivns ¢, Cassis, Elias Ge orge. 
VO69276, Celemenski, Jacob. 
7497: 98" Costea, Alexandru Nicolai. 


6834 663, Djonovic, Jovan Ivor. 
69, 23757" kdelman, David. 
6775676, Eqyes, Leslie or Ladislav Eqyes. 
6509231, Einhorn, Zelig. 
6&8; 30479, Ei Farra, Mohammad Husse in. 
6923780, Erlachtegerecht, Sonia. 
C342965 , Feldman, Avner. 
852892 Q’ Ferlstein, Berta. 
67: 50390. Flac, Mirko. 
7841187, Fong, Tham. 
6819650, Friedman, Adolf. 
6779244, Friedman, Henriette (nee Waldman). 
6923761, Geher, Boruch. 
7290199, Godt, Israel Avram. 
6 511096, Gottesman, Arthur Marceli. 
6887539, Gunsburg, Samuel. 
OT I4E 174, Hagher, Tipora Chane. 
7283384, Halasz, Elek Miklos. 
H689615, Halberstam, Rachela. 
6948549, Hoffmann, Jindrich. 
6772233. Horewiez. Julius or Juliusz Hozenpud, 
65387074, Huang, y" u Pao Hsu. 
C597973, TTupezye, Boleslaw Adam. 
6635678, I, Fu Hsiang. 
7046037 , Kabbani, Hera Haroun. 
POS 24: 19, Kertes , Stephen. 
7890872, Kiv ‘tis. Pauls Roberts. 
6 GILLOL, Rik ms, Ludi ila. 
OH77O458, Kooby, } acoub Sion or Jack Kooby. 
6774490, Kopolowitz, Ludwig. 
H. Rept. 2446, 82—2-——-2 








GRANT PERMANENT RESIDENCE TO CERTAIN ALIENS 


Novey, Diana (nee Daniela Slabizner or Daniela Leder- 


21, Leitner, Hilda. 


3, Lettrich, Josef. 


77, Linkgreim, Karl. 


, Lewin, Uszer. 

, Morvai, Roza (nee Gero) or Rose Morvay. 
, Najder, Konstanty Marceli. 

, Najder, Leontyna Maria. 

, Neubert, Marie. 

4, Ngai, Shih-Hsun. 


18, Ngai, Hsueh-Hwa. 


2, Odescalchi, Paul Gabor or Pal Gabor Odescalchi. 
, Pasztory, Catherine Sophie. 

, Piile, Ado. 

, Piile, Linda Marie. 

, Rekant, Chaim. 


3, Rudnyanszky, Olga. 


, Klein, Maria Anna. 


7, Russo, Anna. 


, Sayovicz, Mayer. 


5, Savovic, Niko Mihailo. 


A-6954059, 
A-6780717, 


, Sitko, Antoni Ludwik. 

Svozil, Metode). 

, Svozil, Vratislava Jana (nee Smekalova). 

Szorenyi, Emma. 

, Tamaro, Pietro. 


8, Tanav, Heino. 
9, Teleki, Deneb. ii 


9, Toeg, Naima or Naima Menashi. | 


, Tomaszewski, Stefan. 
}, Valle, Josip or Giuseppe or Joe. 
}, Vuk Heinrich. 
, Votava, Helena. 
2, Wacholder, Benzion. 
, Wajdenbaum, Towia. 
, Wajdenbaum, Sara (nee Dawidowiez). 
, Wajdenbaum, Samuel. 
, Wen, Victor Yen Hsiung. 

: or eneneys Hannal or Judith Enricht. 
, Yao, Cheng Yu. 
; ?, Zarko, Martin. 
| Babushkin, Moses Alerander or David Alerander Miller. 
Pialestocki, Morduch. 
, igo, Olga. 
: Chou Yung Hsuan. 

Cukierman, Chil Wolf. 
Cukierman, Frida. 
; ee Mary. 
; 9, Culik, Rudolf. 
, Pecleva, Paul. 
, Dembditzer, Chiel. 
_ Dembitzer. Rafael. 
, Epstein, Dydio or Yedidia Epstein. 
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A-6884898, Faytelewiez, David. 

A-6760581, Ferdman, Noach or Feldman. 

A-6751442, Ferdman, Mina (nee Brejzman). 

A-6819651, Fono, Andras. 

A-6843558, Hauer, Rozalie (nee Mozes). 

A-€534330, Huang, Helene Te-Yao. 

A-7284228, Hui, Florence A. or Hsiu Chang Hui. 

A-7361083, Hutt, Juri or George J. Hutt. 

A-7056726, Jaksy, Elsa nee Moskovitz. 

A-6472585, Kadvany, Alexander J. 

A-6472586, Kadvany, Louise. 

A-6990739, Konig, Margit (nee Ausch). 

A-6685985, Lejbiker, Jochanan. 

A-6676396, Lejbiker, Sara. 

A-6544517, Leppma, Zoja. 

A-6849327, Leppma, Tonu Ilmari. : 

A-6475641, Maly, Gero. 

A-98 25230, Mattessich, Giovanni Andrea. 

A-97 27771, Paleta, Jan Piotr. 

A-7941871, Popovich, Slobodan. 

A-6537556, Rehepapp, Aleksander. 

A-6819127, Reich, Lally (nee Fried). 

A-6819128, Fliegman, Agnes (nee Fried). 

A-6740512, Schiffer, Janos Pal. 

A-6775692, Szto, Paul Chu Hsuen. 

A-6794729, Szucs, Tibor Istvan or Tibor Stephen Such. 

A-6760678, Tabak, Maier or Maier Fisch. 

A-7398380, Tamm, Meinhard. 

A-6332586, Turnauer, Martin. 

A-7395209, Udvarnoki, Bela, Junior. 

A-7121716, Wang, Kung Fong. 

A-6886837, Wieczorek, Aleksander. 

A-6837931, Yin, Huo-Chin. 

A-7910377, Yin, Log Yuin How. 

A-7099681, Zenkl, Petr. 

A-7099682, Zenkl, Pacla. 

A-6622735, Abboud, Fuad Labib. 

A-6613211, Aboody, Albert Moshi. 

A-7354343, Andrassy, Elizabeth Maria. 

A-6897916, Aubrecht, Veroslava Anna. 

A-6877413, Barezykowski, Wladyslaw Mieczyslaw. 

A-7 463692, Bercari, Louis. 

A-6805598, Berger, Ilona (nee Hoch). 

A-7828767, Berzins, Karlis Arvids. 

A-7402058, Berzins, Roberts (alias Robert Bersin). 

A- 6953060, Bondo, Isidore Juda. 

A-63838637, Bronsztejn, Szyja. 

A-9203941, Brus, Tobias Albert. 

A-7 201405, Brzorad, Vilem Jan. 

A-6668898, Bursztyn, Nuchim Benjamin. 

A-7828039, Bussanich, Nicolo. 

A-6829982, Butosi, Janos. 

A-7174556, Ch’en, Shih Chen also known as Flora May Ch’en or 
Flora May Chun. 
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A 6606696, Chiang, Sze Jih. 
A-6491659, Czarnecki, Jan. 


A 
A 
A 
aA 


TOBbB933S, 
66: SASTS, 


698 (65 | 


6697388, 


Darnoi, Denis Nicholas. 
Dolinski, Josef. 
. Dolinski, Inda. 


Doman, Francis Steve or Ferenc Doman. 


A-7 115666, Dowek, Judel. 


A 
A 
A 


7115667, 
6463167, 


f6162 297 


Dowek, Elyasz. 
Ehrenfeld, Sandor. 
, Elissa, Jeanette Joseph. 


A659: ae Fajw USOW icZ, Zalman, 


A 


A 
A 


68 196 J, ft ?, 
71/4010, 
-9769829, 
A-67 16261, 


, Fajwusowiez, Ewa. 


4, Fajwusowiez, Cyla. 


, Fang, Pao-Hsien. 

_ Fernbach, Sarolta (nee Blau). 
| of ischman, Helen. 

Gabor, John Michael Joseph. 
Gartman, Stanislaw. 
Gerganoff, Stoyan Tsonu, 


A Gee Gerganoff, Zdravko Tsonu. 


A 
A 
A 
A 
A 
A 
A 


OS1IIGSAE 
70462 7 yi 
704627 


7299341 


), Gluck, Tie dy (C'ses7ne. 
, Goda, Erno. 


8, Goda, Olga. 
6903762, 
6953264, 
7 1 3 289, 


Goldstein, Andre). 

Goldwag, Matys. 

Goldway, Sylwka. 

, Grabowski, Wojciech Waclaw. 


A-6855674, Gross, John (nee Janos Grosz), 


A- 


A 
A 
A 


GS62640, 
6621147, 


6490311, 
ory 


777256, 


A-6922075, 


A 
A 


A: 


A 
A 
A 
A 
cA 
A 
AA 


6685996, 
6847991, 
6819097, 
1991864, 
3, Hauer, Gisella. 
G57TOLSY, 
6570460, 
6538867 ] = 


698584 


%210071. 


6877764, 


Kai-lTim Ho. 


An 


64 94990, 
6584359, 


HH 2IA7L2 


wel An 


70! IT SOO, 


emer 


GSA. IVDO, 
H1993801, 


79825389 


H3S38406, 
6991788, 
6622739, 
7129579. 


Gross, Margrit. 

Gutlejzer, Szanja. 

Gutlejzer, Enia (nee Lebensold). 
Gyorffy, Gabriel Emery. 

Haim, Haskel Joseph. 

Halpern, Kalman. 

Hardoon, Hisqail Hougie. 
Hauer, Erwin. 


Hauer, Judesz. 


Hendrikson, Oskar Rudolf. 
Hendrikson, Mary Henriette. 
Hendrikson, Matti. 
Hesser, Andre. 
Tlolt, Charles Chi-Chien, alias Chi-Chien 


Horowitz, Tauba Padawer (nee Hersehthal). 
Tvanoff, George Georgevich. 

, Jbheily, Joseph Ibrahim. 

Jungre is ey Tibor. 


Jurkovie, Vineene Martin. 
Juskiewicz, Bronislaw. 


Kao, Chao Ming alias Robert Kao. 


Karram, Mussa Hussein. 
Karram, Mariam Mussa. 


Jurkanski, Planka Malek (nee Blanka Malek). 


Ho and 


Karman, Rezsi alias Rozsi Kohn and Rozsi Farkas. 


eo eainataeem s 








an 
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A-80215 vod Karram, Monia Mussa. 


A-636972 
A-69857 93° 


A-6990779, 
A-65 24398, 
A-6943767, 
A-7841916, 
A-6803926, 
A-6953005, 


A-2712646, 
A-980287 2, 
A-9825141, 


A- BI70126. 
A-5915370, 
A-6043936, 
A-8001000, 
{- 
{- 
{-- 


8021889, 
9542199, 
4 784 14 1], 
A 63 we 90161. 
A-958 2579. 


A-6G537889, 
man n). 

A-6827138, 
A-6760596, 
A-67 65747, 
A-6330125, 
A-6 286699, 
A-6662179, 
A-6652101, 
A-6652100. 


A-6819164, 


A= 6837572. 


A-7 128147 


A-7849802, 
A-6992471, 
d A- 692968) 


A- GI91ITES, 
A-67 94989. 


?, Kask, Karl. 

Katz, ” Ruzena. 

Katz, Desider Simonovice. 
Kavardjieva, Lilia Vlachova. 

Klein, Michal or Miksa. 

Knesich, Luciano. 

Koenigsberg, Eugene or Eugene Konigsberg. 
Kohn, Alexander. 

Koo, Sheu Tse. 

Kowalski i, Boleslaw. 

Kozloski, ’ Stanislaw. 

Krek, Mihael (Michael). 

Krek, Amalia. 

Krek, Alex. 

Krotowski, Stanislaw. 

Krotowska, Alicja (nee Landowska). 
Krumins, Karlis Valdemars. 
Kujovic, Radoslav Radoje. 

Laevsky, Israel Henry. 

Latkovie, Filip. 

Lebovic, Edith (nee Edith Sicherman or Edith Sicher- 


Lewanska, Franeiszka. 
Liebling, Joel. 
Liebling, Zelda. 
Macuka, Darinka. 
Magi, Kaljo. 
Margolin, Mowsza. 
Margolin, Ester. 
Margolin, Ejdla. 
Mayyasi, Sami Ali H. 
Meisels, Fani. 


. Mendel, Desideriu. 
A-6771762, 
A-6620565, 
A-66 20555. 
A-6830207. 
A-9635 262, 
A-7383020, 
A-9238144, 
A-97 28202, 


A fi 0, Le ila Marie - The rese, 

Miller, David Solomon. 

Miller, Lydia Semon Rivkin. 

Miodonski, Ted Creorge or Tade US = Szymon Miodonski. 
Morawski, Jozef. 

Mravak, Dragutin. 

Narel, Ale ksander. 

Nestorowiez, Marian. 

Nomm, August. 

Ohmer, Sofka or Sofia (nee Pentcheva). 


, Onody, Desider Andrew. 
d 16606301 : 
A-7841141, 
A-9550887, 
A-7078165, 
A-9825018, 
A-7243264, 


Orleanski, (Brother) Casimir Karol. 
Natkanski, Wincenty. 

Ostrowski, Ignagy. 

Piatkowski, Juliusz Konstanty. 
Pionko, Jerzy. 

Pedlewski, Stefan. 

Prec, Klara Judith. 

Pree, Oldrich. 


A- 7886182’ Rochowezyk, Jozef. 


A-6700642, 


Rosenbloom, Elie Samuel. 
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A-6496749, Rubin, Anna (nee Halberstam). 

A-69538463, Saltoun, Violette Haron. 

A-70957 42, Salzmann, Zdenek. 

A-6984637, Samter, Louise. 

A-6440743, Shohet, Naim Rouben (nee Chohate). 

A-9770509, Sillak, Joosep. 

A-6709294, Smirnoff, Oleg Gabriel. 

A-7809072, Socha, Kazimierz. 

A-6857654, Smutny, Jerzy Mieczystaus. 

A-6612870, Steinmetz, Heinrich. 

A-6845778, Stenzler, Clara or Kiara. 

A-6903758, Sterling, Harry alias Hersch Stelung. 

PR-947098, Stolz, Jiri. 

A-5914235, Stolz, Marta (nee Bergmann). 

A-70438949, Stolz, Jiri Junior. 

A-7043950, Stolz, Eva. 

A-7828824, Strak, Michal. 

A-6643498, Suchestow, Judyta Jeannette. 

A-9632473, Tamm, Waino alias August Eduard Tamm. 

A-5911908, Tarkus, Erich. 

A-6544383, Tiivel, Jaan. 

A-7138041, Toffler, Arthur. 

A-7138042, Toffler, Lily. 

A-9740112, Trantmann, Otto. 

A-6304578,. Tsan, Chu Hsi atias Hsi Tsan Chu. 

A-7676457, Vulicecic, Baldo. 

A-7057932, Vyssokotsky, Sergius Constantine also known as Serge 
Vyssokotsky. 

A-7057:933, Vyssokotsky, Jenny Christine (nee Neggo) also known as 
Jenny Christine Neggo-Vyssokotsky. 

A-7056048, Weil, Vitezslar. 

A-7056049, ‘Veil, Margaret. 

A-6886848, Weiner, Abraham Abby alias Abraham Abi Weiner. 

A-6619083, Weiss, David. 

A-6551930, Weitz, Louis. 

A-6619083, Weiss, David. 

A-6551930, Weitz, Louis. 

A-6551931, Weitz, Regina. ; 

A-7 133269, Wen, Chang Hsien (Sister Mary Cyrilla). 

A-67:91636, Winkler, Joseph. 

A-6791637, Winkler, Aniela. 

A-6791638, Winkler, Marie Paula. 

A-7415146, Yee, Ping Kou. 

A-7135691, Yin, Huo-Min. 

A-6847817, Yu, Kwok Tung alias Mason Yu. 

A-7802470, Arge, Heinrich Leonhard. 

A-7457686, Betlejewski, Waclaw. 

A-9825097, Bochenski, Michal Walenty. 

A-6897515, Bondo, Ilona Polatsek. 

A-9825180, Bussanich, Martino. 

A-7 206034, Cerna, Zorka Maria. 

A-7083852, Chescowski, Nicholas. 

A-1620402, Dambski, Apolonia Maria. 

A-1249547, Dambski, Kazimierz Jozef. 

A-6887744, Daneziger, Ferenc alias Fred Dancziger. 
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A--7058911, Drabek, Jaroslav. 

A-7096050, Drabek, Jaromira. 

A-7056912, Drabek, Jaroslaew Adolf, Junior. 
A-7351219, Drabek, Jan Adolf. 

A-6805595, Faber, Ruzena (nee Gross). 
A-7354828, Farnadi-Dietl, Fedor. 

A-6938000, Flaks, Jacob David. 

A-7879332, Friedman Joseph. 

A-7095797 , Gidzinski, Kazimierz. 
A-7074033, Hillel, Victoria Zaharia. 
A-6968051, Hrazdilova, Jirina Marie. 
A-6301097 , Jalinskas, Ceslovas. 

A-6301096, Jalinskas, Brone. 

A-6432770, Jaouni, Taysir Muhammad. 
A-6949316, Jiruska, Frantisek Jaroslav. 
A-6635258, Kalnay, George. 

A-6886924, Klein, Emil. 

A-6891807, Lefkovic, Akiba. 

A-7520872, Lew, Katherine. 

A-6924587, Lipnicki, Michael. 

A-9542040, Lucis, Janis. 

A-7054514, Machek, Miroslava (nee Mericka). 
A-7177878, Mikulik, Lubomir. 

A-7049979, Mojsilovic, Blagéje. 

A-6371460, Mul, Hersz. 

A-6762543, Muniak, Jan. 

A-6590279, Orlandic, Pavle. 

A-€6899266, Plater-Zyberk, Marguerite Wielopolska. 
A-6960366, Scharl, Maria. 

A-6989080, Silhavy, Josef. 

A-6989078, Silhavy, Amalie. 

A-6989079, Silhavy, Pavel. 

A-6689775, Stanisarljevich, Nikola Dragisha. 
A-6232252, Sukiennick, Mieczyslaw. 
A-7282655, Szefner, Szyfra. 

A-6805582, Teitelbaum, Lipot. 

A-7197697, Tiit, Elmar. 

A-6855683, Tomashevich, George V. 
A-6967361, Tsou, Tcheng-Hoa alias Michael Tsou. 
A-7802495, Vaherpold, Jaan Iver. 
A-7383195, Vikulis, Pauline (nee Gailis). 
A-7143023, Waters, Elmer alias Ervin Wassermann. 
A-6766905, Wule, Stanislaw Samuel. 
A-6567543, Yao, Vida. 

A-6694102, Zabare, Jankiel Joseph. 
A-6748822, Brtan, Vladimir. 

A-7095994, Cserna, Eugene. 

A-7095995, Cserna, Zoltan. 

A-7873136, Fermeglia, Sergio. 

A-6704042, Froomkin, Joseph Nathanovich. 
A-9759383, Heinvali, Arnold George. 
A-80015€8, lanac, Stanislaw or Ignace Stanislaw. 
A-7955272, Kanski, Frank (Franciszek Konrad Kanski). 
A-6633720, Karas, Zelman. 

A-6688188, Klein, Tereza. 
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A-6688184, 
A-7 284783, 
A-6918456, 
A-7138291, 
A-6570439, 
A-9670060, 
A-6918481, 
A-6912550, 
A-6903689, 
A-9727426, 
A-7 133284, 
A-7809282, 
A-7809011, 
A-70507 18, 
A-7056849, 
A-6923733, 
A 9803392, 
A-7802092, 
A-7802090, 
A-7802091, 
A-7 225058, 
A-6967733, 
A-7118674, 
A-7095958, 
A-97 48640, 
A-6903776, 
A-6 408846, 
A-7133264, 
Trene). 
A-7097823, 
A-7095979, 
A-7366481, 
A-7139011, 
A-7 139012, 
A-7941169, 
A-6721757, 
A-7356261, 
A-8057878, 
A-7841140, 
A-7886676, 
A-69907 41, 
A-6857549, 
A-G843478, 
A-6852890, 
A 6613209, 
A-7138015, 
A-7802532, 
A-6997928, 
A-7133283, 
A-7182599, 
A-7202565, 
A-7139015, 
A-6689509, 


A-71 9 7385 ‘ 


A-6588202, 


Klein, Mauritiu or Mor Klein. 

Lawler, Roland Shang-Yong. 

Moskovitz, Roza Grunfeld. 

Peress, Widad Reuben. 

Photos, Basil John alias Vasilios Ioannis Potos. 
Rebane, Albert Johannes. 

Renner, Teresa. 

Renner, Alexander. 

Sze, Victor Tsu-Ying. 

Tiit, Mihkel. 

Tsung, Huai Wei (Sister Mary Innocence). 
Vaga, Matvei. 

Vagvalgyi, Valerie. 

Vracar, Aleksander Mile or Alexander Vracar. 
Wertman, Murray or Motel Wertman. 
Wertman, Issac. 

Zalitis, Heines Hugo Hermans. 

Abraham, Meir Shaoul. 

Abraham, Maima Sason Chlomo Darid. 
Abraham, Madeleine Meir Shaoul. 

Botez, Theodor. 

Chiang, Helen T’Teh-Yun. 

Chu, Chung Ying. 

Feleky, Kornelia. 

Ivin, Josip. 

Jager, Hersz. 

Jarvis, Arnold, 

Kan, Kung Ming or Kan Kung Ming (Sister Mary 


Kelemen, Peter Andreas George or Peter Kelemen. 
Kovacs, Arpad Imre. 

Krivik, Halina or Halina Pecenka. 
Lengyel, Alexander. 

Lenayel, Suzanne. 

Makkay, Elizabeth. 

Melamed, Mojzez or Moses or Mosess Melamed. 
Metes, Olivia. 

Paszkiewicz, Roman, 

Polli, Karl Voldemar. 

Reibus, Arnold. 

Reron, Aniela Rosalia Szalay. 

Robitschek, Emmerich. 

Roh, Josef. 

Rosenberg, Miriam Perlstein. 

Saleh, Es-Saleh, Rasim. 

Stawska, Bronislawa. 

Stawska, Anita. 

Stern, Aranka (nee Aufrichtig). 

Tsung, Li Chih (Sister Mary Carmel). 
Zachary, Jadwiga. 

Zajezyk, Baczewa (nee Kuszner). 

Zajlof, Josef Ber. 

Zimmerman, Isaiah Morris. 
Zywialowski, Jerzy Waclaw. 

Akrabova, Boika Svetoslavova or Akraboff. 
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A-GI85760, Alimanestianu, Dinu-Constantin. 
A-7828348, Alimanestianu, Barbu. 
A-6760577, Arar, Raymond Moise. 
A-7439282, Babarcich, Albino. 
A-6425831, Bamieh, Nasuh Adib. 
PR-935172, Benes, Bohus Antonia. 
PR-935173, Benes, Mrs. Emilie Berta Zedna. 
A-7 248448, Bolek, Anastasia (Sister Barbara). 
A-7873185, Brejt, David. 
A-7874914, Bubich, Ludwig. 
A-7057868, Danielewski, Sylvia Jadwige (nee Lakomska) 
A-7057870, Danielewski, Tadeusz Zbigniew. 
A-7069307,, Farcasanu, Mihail. 
A-7193848, Farcasanu, Pia Maria. 
A-71743830, Foldy, Ilona Maria. 
A-6942779, Ghilezan, Emil. 
A-7053573, Ghilezan, Rodica. 
A-65384350, Grynberg, Szemul. 
A-67 08762, Hager, Nathan Hers. 
A-6627396, Hahn, Chen Kya. 
A-€528724, Halpern, Jakob Salomon alias Jacob Halpern 
A-6856802, Hellossy, Zoltan. 
A-G856801, Hellossy, Erzsebet. 
A-6618510, Hsiu, Nai Shen. 
A-9825316, Iglinski, Antoni. 

6942790, Ipelo, Tania. 
942791, Bowanovsky, Lana. 

CEZ08E38, Jiranek, Miroslav Vaelar. 
45384353, Jouraval, Albert. 
~§611152, Kari, Johannes. 
6159693, Klepfisz, Roza (nee Perezykow). 
7193909, Klepfisz, Irena. 
~7 283395, Koo, Jennie Jang Yu. 
~7 202262, Krajeirovie, Viliam. 

1011300, Kuo, Ping Wen. 

6011302, Kuo, Ruth How. 

7069864, Kwiatkowski, Alerander Joseph. 
369941, Li, Sing-Bay. 

-VO738735, Lindenbaum, Bronia (nee Swiatlowska). 
A-9688229, Loob, Juri. 
A-6934991, Majer, Salamon, 
A-635/829, Maluga, Ludwik alias Zygmunt Lasota. 
A-6354880, Maluga, Jadwiga alias Monies Lasota (nee Kulinska),. 
A-8082936, Mayer, Karol. 
A-6997863, Mayer, Miroslawa (nee Jordan). 
A-6526308, Mu caffar, Baha Ied Din. 
A-6742100, Nagy, Joseph Bela Ervin. 
A-4463157, Narajowski, Waclaw Jan. 
A-6967511, Niu, Chang-Tekh T. 
A-G69421C, Niu, Frances Teh-I Yin. 
A-€211985, Pai, Sung Ching. 
A-7890609, Parmac, Philip. 
A-7874962, Pasztory, Balazs Gabor. 
A-6855669, Pinter, Pinkas Majlech. 
A-€62854.98, Piscikas, Alfonsas. 


» he ee Re ee 
pe pe ee fee et pe ee ee eee 


» 


» » ih » 


. 
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A-6584317, 
A-6740117, 
A-6768099, 
A-6908698, 
A-7491017, 


Poliak, Aron alias Sam Vech. 

Poliakin, Robert. 

Potasz, Jankiel. 

Sher, Lola (Lola Czarna). 

Slugocki, Wojciech Bratislaw or Wojciech Telesfor 


Slugocki or Albert Slugocki. 


A-6862612, 
A-6638073, 
A-6997894, 
A-7 193865, 
A-7193864, 
A-6961800, 
A-7367854, 
A-7367855, 
A-7367954, 
A-6916040, 
A-6819099, 
A-637 9028, 
A-—6887730, 
A-7849171, 
A-677 2225, 
A-6694161, 
A-6887570, 
A-9702512, 
A-6694195, 
A-6933876, 
A-6992867 , 
A-6680587 , 
A-6680609, 
A-6680588, 
A-7802320, 
A-6405964, 
A-7138281, 
A 7138282, 
A-7910500, 
A-6613284, 
A-6976770, 
A-6743161, 
A-6983576, 
A-6904295, 
A-7283186, 
A-7178643, 
A 7283188, 
A-7095964, 
A-7802323. 
A-6761967, 
A-7934030, 
A-6445137, 
A-GIB7TEL4, 
A-7 1386909, 
A-6953000, 
A-698L44L, 
A-69835638., 
A-6896 24 : 
A-6618498, 


Stanescu, Alexander Paul. 


Sulkowski, Zdislaw Edward. 

Szabo, Tibor. 

Talacko, Joseph. 

Talacko, Kvetoslava (nee Jahl). 

Talacko, Jan. 

Talacko, Anezka. 

Verebes, Salamon. 

Verebes, Margit. 

Verebes, Erzsebet Georgette. 

Wagszal, Chaskel. 

Wagszal, Anna (nee Grunzwerg). 

Zablocki, Aron. 

Zand, Mordka alias Mordeha Zand. 

Zand, Braindla alias Brajndla Zand (nee Bruan). 
Ansari, Ibrahim Abdel-Kader. 

Aronorsky, George Nathan. 

Berkovitz, Terez or Berkowitz. 

Chong, Loh Hain. 

Fastag, Azbil Dawid (Phastag). 
Kaczmarezyk, Bronislaus Lawrence. 
Kertesz, Laszlo formerly Laszlo Kohn. 
Kirszenewajg, Michal Hersz. 

Kirszenewajg, Chaim. 

Kirszenewajg, Chana Sura. 

Kustera, Slavko. 

Kwei, Tu. 

Lehman, Morris alias Mieczyslaw Lehman. 
Lehman, Louise alias Ludwika Halberstadt. 
Lehman, Norbert. 

Long, Sam Tack. 

Lonyay, Carl. 

Nordenshuld, Valentine or Valentine Kozakevitch. 
Rajnman, Hersz. 

Rajnman, Fryda. 

Reider, Hani. 

Rieder, Tivadar. 

Rieder, Olga. 

Rieder, Zoltan. 

Roman, Ahlberk. 

Schlesinger, Andrei Sanders. 

Skorobogaty, Boleslaw. 

S-abo, Andras (Endre) alias Andreas or Andrew Szabo. 
Tang, Nola I-Nan. 

Veske, Alenander. 

Wiesenfeld, Jacob Reiner. 

Wilner, Abraham. 

Wiiner, Gabriel. 

Fisnar, Elisabeth. 

Steinfeld, Chana Koviensky. 
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A-6620438, 
A-66 20440, 
A-6620441, 
A-6707108, 
A-6829041, 
A-6937216, 
A-6937217, 
A-7198802, 
A-7198808, 
A-7828630, 
A-73884388, 
A-73838489, 
A-7383490, 
A-7383491, 
A-6819121, 
A-6819123, 
A-6685984, 
A-6704220, 
A-6661938, 
A-7197376, 
A-6802109, 
A-6966575, 
A-6249447, 
A-6851463, 
A-6484319, 
A-7 283196, 
A-6897686, 
A-6897691, 
A-9550888 
A 674025 7, 
A-98 25008 , 
A-6887756, 
A , 688775 7 ’ 
A-6887758, 
A-6884228, 
A-7 197372, 
A-7210069, 
A-7 210068, 
A-7193956, 
A-7 193956, 
A-7828442, 
A-7828406, 
A-6917609, 


Steinfeld, Avram. 

Steinfeld, Chaim. 

Steinfeld, Elchonon. 

Galas, Emma Roth. 

Gordon, Szepsel. 

Socoloff, Michael Alexander. 
Socoloff, Nadejda M. 
Wedzicha, Wladyslaw. 
Wedzicha, Sabina. 

Klawrtter, Aniela. 

Beno, Jan. 

Beno, Zofiz. 

Beno, Pavel Stefan. 

Beno, Jan Roman. 
Kaufman, Rozsi (nee Cseszne). 
Neustein, Anni (nee Cseszne). 
Kejsman, Juda. 

Wasilejko, Hatina Cristina. 
Ekland, Catherine. 

Herman, Frantisek, Ladislav. 
Oselka, Henryk. 

Mascarin, Govanni. 
Bergmann, Witold Ulrich alias Witold Boleslaw Uderski. 
King, J. Ting. 

Bielecki, Luejan. 

Tsai, Christiana. 

Vitek, Vera Anne. 

Vitek, Ferdinand Jaroslav. 
Paprocki, Karol. 
Koenig-Mayer, Bernard. 
Gasiorowska, Konstancja. 
Steyer, Danuta. 

Steyer, Marek Tomas. 
Steyer, Stanislaw. 

Low, Laszlo. 

Pei, Tsuyee. 

Britanisky, Leon Gregory. 
Britanisky, Lucy. 

Britanisky, Rose-Marie. 
Britanisky, Mark (Marek). 
Weazler, Dora nee Auer. 
Weazler, Levi Itic. 

Wong, Pao Tee or Wong Pao Tee. 


And the Senate agree to the same. 


Par McCarran, 
James QO. Eastianp, 
WILLIS SMITH. 

Homer FERGUSON, 
WinuraMm E. Jenner, 
Managers of the Part of the Senate. 
Francts E. Watrer, 

J. Frank WILson, 
Harotp D. Donouve, 
Louts E. Granam, 

Ruta THoMpPsSon, 
Managers on the Part of the House. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the twe Houses on the amendments of the Senate 
to the concurrent resolution (H. Con. Res. 191) favoring the granting 
of the status of permanent residence to certain aliens, submit the 
following statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying con- 
ference report: 

The amendments of the Senate would have deleted from this resolu- 
tion certain names of displaced persons where the Senate believed 
that such persons, although their applications were forwarded to the 
Congress by the Attorney General with his favorable recommenda- 
tion, were not possessed of sufficiently strong equities which would 
warrant the granting of the status of permanent residence. 

The conferees have carefully gone over the records of such persons 
as submitted by the Attorney General and have agreed, upon recon- 
sideration of the merits involved in each individual case, to reinstate 
a certain number of names while deciding to sustain action taken by 
the Senate in a number of other cases. 

The conferees are now fully satisfied that they can recommend for 
approval the list of names contained in the accompanying conference 
report. 

In order to facilitate the task of the administrative agencies which, 
upon passage of this resolution, will have to create records of admis- 
sion for permanent residence for every one of the aliens whose names 
appear on House Concurrent Resolution 191 in its final version, the 
conferees have decided to incorporate in the conference report the 
entire list of aliens whose records of entry would be affected by this 
measure. 

Francis E. WATER, 

J. Frank WILSON, 

Haroitpv D. Dononvug, 

Lovis E. Granam, 

Rutu THOMPSON, 
Managers on the Part of the House. 
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ERADICATION AND CONTROL OF HALOGETON 
t1LOMERATUS 





Juxy 2, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooxey, from the Committee on Agriculture, submitted the 
following 


NIV. OF MICH. 


UL La 1952 
{To accompany §. 1041} 
AW LIBRARY 
The Committee on Agriculture, to whom was referred the bill 
(S. 1041) to provide for the eradication and control of Halogeton 
glomeratus on lands in the United States, and for other purposes, 


having considered the same, report favorably thereon without amend- 
ment. and recommend that the bill do pass. 


REPORT 


STATEMENT 


As originally introduced, this bill authorized a general program for 
the eradication of all noxious weeds. There were two identical House 
bills, H. R. 1933 and H. R. 2052, on which hearings were held by this 
committee in the first session of the Eighty-second Congress. The 
committee felt that the bill as introduced was too broad in scope and 
contained some other unnecessary authorizations. The Bureau of the 
Budget took the same position in reporting on the original bills, sug- 
gesting that while Halogeton glomeratus constitutes such a serious 
threat that a campaign against it would be justified, general authority 
for the eradication of noxious weeds would not be in keeping with the 
program of the President. 

As the result of these various suggestions regarding the bill, the 
Senate Committee on Interior and Insular Affairs amended the bill to 
limit the authority to Halogeton glomeratus. The relevant portion 
of the Senate report on the bill reads as follows: 

The proposed legislation would establish a Federal policy and provide general 
authorization for the eradication and control of Halogeton glomeratus which 
would materially aid in protecting the livestock industry from losses caused by 


this poisonous weed on range and pasture and other lands of the United States, 
Annual losses from poisonous plants in Colorado alone are reported to average 
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about a million dollars, and livestock losses in the range country as a whole 
average: about, 4 percent. The States of Idaho, Nevada, Utah, and Wyoming 
haye reported infestations of Halogeton. as 

Halogeton is a serious to the livestock industry over an extensive area of 
western grazing lands. Information a‘ ailable to the authorities indicates that 
this plant is spreading rapidly and immediate attention needs to be given to its 
control and eradication. 

Consciousness of the need for increased yields of foods gives added importance 
to the necessity for measures to control the destructive capacity of this weed. 
To combat effectively present or potential infestations in any given area, control 
measures must be carried on throughout the entire region involved, and all affected 
properties’ must be thoroughly treated, to the end that‘eradication may be com- 
plete on all lands where infestation exists. 

In commenting on this bill, the Bureau of the Budget stated: 

“The threat imposed by the poisonous weed to which this measure is especially 
directed, Halogeton glomeratus, is recognized to be serious enough to warrant 
Federal participation in programs for its control and eradication as a hazard to 
the livestock industry. It is felt that in the absence of threats of similar magni- 
tude, extensive eradication and control programs should not be undertaken in a 
period in which it is necessary to withhold authorization for new programs not 
directly concerned with meeting the needs of national defense.”’ 

In view of the above recommendation of the Bureau of the Budget, the com- 
mittee acrced that the bill should be amended to apply solely to the eradication 
and control of Halogeton glomeratus in the United States. The bill was also 


amended to embody the recommendations of the Departments of Agriculture and 
Interior. 


DEPARTMENT REPORT 


At the request of the chairman of this committee, the Department 
of Agriculture submitted a report on S. 1041, as amended, recom- 
mending approval of the amended bill. The letter of the Assistant 
Secretary of Agriculture to Hon. Harold D. Cooley, chairman of the 
committee, is as follows: 

Apri. 28, 1952. 
Hon. Haroip D. Coo.ey, 
House of Representatives. 


Dear Mr. Cooter: Reference is made to your request of September 26, 1951, 
for a report on S. 1041, as amended by the Senate, the Halogeton Glomeratus 
Control Act. 

The Department previously reported favorably on H. R. 1933 and H. R. 2052, 
identical bills, both of which provided for the eradication and control of poisonous 
weeds, especially Halogeton glomeratus on range and pasture lands in the several 
States and Territories, and for other purposes. 5. 1041, as originally introduced 
in the Senate, was also identical with the two House bills. These bills declared it 
to be the policy of the Federal Government, either independently or in coopera- 
tion with States, associations, organizations and individuals, to control and 
eradicate weeds poisonous to livestock on range and pasture lands, irrespective of 
ownership. They authorized the Secretary of Agriculture to make surveys, to 
determine control measures; to carry out such measures; to allocate funds to 
other Federal agencies having jurisdiction over range or pasture land; and, in his 
discretion, withhold expenditures for control measures in a State until it makes or 
agrees to make such contributions as the Secretary requires for the same purpose. 
They also authorized necessary appropriations for carrying out the program 
but not to pay for property damaged or destroyed in connection therewith. 

S. 1041 as amended and passed by the Senate, however, is different from the 
original bills on which the Department reported. Major changes are as follows: 

1. The amended bill is restricted to Halogeton glomeratus. 

2. It authorizes the Secretary of the Interior to carry out the purposes of the 
bill with respect to lands under his jurisdiction and restricts the authority of the 
Secretary of Agriculture to carrying out the purposes of the bill on other lands. 

S. 1041, as passed by the Senate, provides authorization for the Secretary of 
the Interior with respect to lands under his jurisdiction and for the Secretary of 
Agriculture with respect to any other lands to carry out measures and operations 
to control, suppress, and eradicate this weed. It is our understanding that the 
Department of the Interior needs authorization to conduct Halogeton control 
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on some of the lands under its jurisdiction, although control programs might, 
under present authorizations, be conducted on other parts of its lands. The 
statutory authorities of the Department of Agriculture for control of insect pests 
and plant and animal diseases are not sufficiently broad to support Halogeton 
control on State, county, and privately owned lands. Present authority is ade- 
quate to conduct any necessary research in this field. 

However, 8S. 1041 as passed by the Senate would further provide in section 3 
(a) (2) duplication of authorizations with regard to research to determine those 
measures and operations which are necessary to control, suppress, and eradicate 
Halogeton glomeratus. This is primarily a plant science problem such as the 
Department of Agriculture is studying under its broad authority. It is wholly 
proper for the Department of the Interior to conduct surveys and control opera- 
tions of Halogeton on lands under its jurisdiction and for the Department of Agri- 
culture to handle such surveys and control on other lands. On the other hand, 
the Department of Agriculture has the authority to conduct research on this 
problem and has conducted some research related to it, results of which are 
applicable to lands under the jurisdiction of the Department of the Interior, as 
well as to other lands. There being no need for additional legislative provision 
with regard to this phase of the problem, it is recommended that the paragraph 
numbered (2) in section 3 (a) be deleted. 

The control of Halogeton is urgent. Halogeton, an introduced poisonous weed, 
was first identified in this country in 1934 from a specimen taken in Elko County, 
Nev. It is now known to have become established in south-central Montana, the 
Bighorn Basin in Wyoming, northeastern California, northern Nevada, Utah, and 
southern Idaho. It is estimated that infested areas now aggregate more than 
1,500,000 acres. Halogeton is a prolific seeder and spreads rapidly. The seed 
is light and readily disseminated by the wind. It establishes itself where the 
natural vegetation is disturbed sufficiently to permit establishment and to offer 
little competition from other plants. Halogeton is extremely poisonous to sheep 
and cattle and is also an important summer host of sugar beet leafhoppers, the 
insects that transmit the curly top virus affecting sugar beets and beans. 

As pointed out in Dr. LeClerg’s testimony at the hearing on September 20, 1951, 
in answer to the question from the committee, the Department is recommending 
some provision for research on Halogeton in the fiscal vear 1953 estimates. 

Since no survey has been made to ascertain the degree of infestation and dis- 
tribution of Halogeton, it is not possible to present an estimate of the cost of oper- 
ating a control program on State and private lands. 

The Department recommends passage of the proposed legislation, if amended as 
suggested. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely vours, 
K. T. Hutcuinson, Assistant Secretary. 
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Mr. Coo.ry, from the Committee on Agriculture, submitted the 
following 


Nv. OF MICH. 
UL 15 1982 


AW LIBRARY 

The Committee on Agriculture, to whom was referred the bill 
(H. R. 7317) authorizing the conveyance of certain lands to the town 
of Hope, N. Mex., having considered the same, report favorably 
thereon with amendment and recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 5, after the word “Mexico” insert “, upon payment by 
said town of $1,950”. 


REPORT 


(To accompany H. R. 7317] 


STATEMENT 


The purpose of this bill is to authorize the sale to the town of 
Hope, N. Mex., of 263 acres of submarginal land, now the property 
of the United States, which lies within the corporate limits of the town. 

The land was purchased by the United States in 1934, under the 
submarginal-land-purchase program of the Federal Emergency Relief 
Administration and associated agencies. It is now being administered 
as a grazing area under authority of title III of the Bankhead-Jones 
Farm Tenant Act. 

The tract of 263 acres referred to in this bill lies entirely within the 
corporate limits of the town of Hope and was within the corporate 
limits of the town at the time it was purchased. It was acquired by 
the United States because it was part of a much larger holding, 
situated otherwise outside the town limits, which was purchased 
under the submarginal-land program. The purchase price of the 
263 acres inside the town limits was $1,950. 

As referred to the committee, the bill provided for the transfer of 
title to the town without compensation to the United States. The 
committee has amended the bill to require that the town should reim- 
burse the United States for the purchase price of the land. The only 
improvement which has been made on the land was a fence which 
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was built by WPA labor shortly after the land was acquired by the 
United States. There was no evidence available as to the present 
value of this fence, or indeed, as to whether or not it is still in existence. 
The committee believes, therefor, that the investment of the United 
States in this property will be substantially reimbursed by payment 
of the full purchase price of the land. 

According to the testimony presented to the committee, this is the 
only land acquired by the United States under the submarginal- land 
program that lies within the corporate limits of an incorporated town 
or village. The committee does not therefore consider its sale to the 
village for public purposes as a precedent for the disposal of any other 
lands acquired by the United States pursuant to that program. 
Testimony before the committee indicated that the town intends to 
use the property for the drilling of water wells and for the general 
expansion of the town into the area involved. Since the land was 
within the corporate limits of the town at the time it was acquired by 
the United States, the committee considers its sale to the town for the 
purpose indicated as consistent with the existing policies of the use 
and disposal of submarginal lands. 


DEPARTMENT REPORT 


Following is the report of the Department of Agriculture, which 
recommends against adoption of the bill. 


JuNE 4, 1952. 
Hon. Harotp D. Coo ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear Mr. Cootry: This is in response to your request of April 16, 1952, for a 
report cn H. R. 7317, a bill authorizing the conveyance of certain lands to the 
town of Hope, N. Mex. 

H. R. 7317 would authorize and direct the Secretary of Agriculture to convey, 
by quitclaim deed to the town of Hope, N. Mex., ali right, title, and interest of 
the United States in 263 acres of land within the corporate limits of the town. 

This land was acquired as a part of the Hope land-utilization project which was 
initiated in November 1934 under the submarzinal-land-purchase program of the 
Federal Emersency Relief Administration and associated agencies. This project 
is now being administered as a grazing area under authority of title III of the 
Bankhead-Jones Farm Tenant Act. The grazing is made available by permit to 
operators of small livestock-farm units in the locality. 

It is our understanding that the town of Hope does not plan to change the use 
of these lands and may sell or lease them for grazing purposes to the present users. 
If this land is needed to provide for residential, business, or industrial expansion 
of the town, there would seem to be a very sound basis for placing the title of it in 
the name of the town s9 it could be sold for such purposes. The same would be 
true if it is needed for public use as a park, school ground, or other public purpose. 
The information we have dces not indicate any such need or plan. 

H. R. 7317 would require the conveyance of this land without compensation to 
the United States. Although the total value of this land or the total investment 
of the United States in it probably does not exceed $4,000, the policy of the 
Conrress, as reflected in other similar lecislation, indicates that the town should be 
required to pay an amount equal to all or part of the market value. 

This Department recommends acainst the passage of this bill because it is not 
apparent that the land to be conveyed is needed or planned for town expansion 
or for public purpeses. 

The Bureau of the Budget advises that, from the standpoint of the program of 
the President, there is no objection to the submission of this report. 

Sincerely, 
CHARLES F, BRANNAN, Secretary. 
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——— 


Mr. DuruamM, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 


|Note.—The following is a partial text of a report on raw materials 
to the Congress by the Joint Committee on Atomic Energy. Portions 
of this report have been omitted for security reasons, and asterisks 
indicate omissions. All statements contained herein have been 
meticulously screened so as to include unclassified and publishable 
information only.] 

The Raw Materials Subcommittee of the Joint Committee on 
Atomic Energy was established in mid-1951 when the chairman of 
the full committee wrote the following letter, in substance, to Senator 
Anderson: 

June 15, 1951. 

Dear Senaror: There are a number of areas in the atomic energy raw materials 
field which I think need checking. I am particularly anxious that the joint com- 
mittee make certain everything possible is being done to maximize the Nation’s 
supply of uranium ores. 

‘or this reason it occurs to me that a Subcommittee on Raw Materials could 
do some highly useful work, and I would like to appoint vou as chairman. : I have 
in mind Senator Millikin and Representatives Kilday, Jackson, and Elston as 
members. I think that if the subcommittee could submit a report to the full 
committee indicating whether or not the raw materials program is going forward 
with sufficient vigor and emphasis, this would be a real contribution to national 
defense. 


I very much hope you will find it possible to take on the job. 
Brien McMauon, Chairman. 

The subcommittee has held a number of closed hearings with the 
Atomic Energy Commission, as well as conferences and executive 
session discussions. Several studies were undertaken both by the 
Commission and by the joint committee staff at the subcommittee’s 
request. The comments which follow are necessarily general, for 
security reasons, but they reflect the subcommittee’s over-all thinking 
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The June 15, 1951, letter establishing the subcommittee requests 
an answer to the question of “Whether or not the raw materials 
program is going forward with sufficient vigor and emphasis.”’ In 
reporting to the full committee on this question, the subcommittee 
desires to make four principal points: 

1. * * * the Atomic Energy Commission should rapidly and 
substantially increase uranium and thorium production from domestic 
sources. 

The United States has such great need for uranium and thorium 
that procurement from foreign sources should also be rapidly and 
substantially increased. Effort along these lines should reflect a 
sense of urgency created by full awareness of the possibility that at 
some future date certain foreign sources might be cut off. 

? * +” “ 

). 

The military cannot escape responsibility for fixing weapon 
requirements at whatever level needed to defend the United States 
most effectively and cheaply. * * * Considering the possibility 
that foreign ore sources might be cut off, considering the inability of 
our Own country to control the timetable snd the intentions of a po- 
tential enemy, and considering the possibility that our military will 
continue to revise upward their estimates of minimum weapon needs, 
the rate of ore procurement should be rapidly increased * * * 

These findings, based upon the testimony before the subcommittee, 
require explanation and comment. . 


I. CURRENT DOMESTIC PROGRAMS 


Uranium ore output within the United States remains a fraction of 
total output from the free world, and likewise a fraction of our total 
national demands. This is true even though domestic production 
has risen sharply over the past 2 or 3 years following moderate efforts 
to increase tonnage. 

The subcommittee places heavy stress upon the objective of reducing 
the dependence of the United States upon foreign sources of uranium 
ore. * * * ‘This is extremely important; for it is likely to remain 
true for a number of years that, because of inadequate domestic 
production, any stoppage in the flow of ore from overseas would e xpose 
the continuity of operation of some of our national atomic energy 
production plants to the most serious threat. The answer is two- 
pronged—prompt increase of both foreign and domestic supplies. 

The Commission’s domestic ore program first got under way in late 
1948 on an exceedingly modest scale. It concentrated mainly upon 
the Colorado Plateau area, which has now become an important 
contributor to the atomic energy project and is today the only signifi- 
cant domestic source of supply. During the past 18 months, the Com- 
mission has undertaken a considerably increased exploration effort 
on the Colorado Plateau, consisting of geological studies and a dia- 
mond-drilling program designed to locate ore. 

In the early postwar years, the belief came to prevail that the 
availability of uranium ores imposed a narrow and rigid limit upon 
atomic production. Responsible officials stated that this was the case 
although something on the order of 5 percent or less of the then 
comparatively restricted amounts spent by the Atomic Energy Com- 
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mission were devoted to all phases of uranium procurement, included 
exploration. 

The following table, derived from the unclassified postwar atomic 
energy budgets, shows the relationship between total money spent and 
the percentage of this money devoted to exploration, ore purchase, and 
processing into feed for Oak Ridge and Hanford. Unfortunately, 
security reasons require that the figures both for ore procurement and 
also for the first major step in the produc tion chain—that is, converting 
the raw ore into feed materials—be lumped together. Nevertheless, 
the table is instructive 


taw and feed Total AEC 
Raw and feed Total AT Dercnnkaen 


materials cost costs 

Aten’ Goeeh weet oc. ideticdddeceds ome Ce ee ae $35, 500, 000 $672, 000, 000 3 
Actual fiscai year 1949 re asin ea eee a F 36, 000, 000 632. 000, 000 5.7 
pen ees Weer Wee adeeb ts secan. ccs 2. Let 48. 790, 000 567, 000, 000 8.6 
Actual fiseal vear 195] EE TESS a ee 59, 600, 000 859, 000, 000 7.0 
Estimated fiscal year 1952_..........-------- : 109, 000, 000 1, 716, 000, 000 6.4 
Estimated fiscal year 1953.................--.....- Sachs 148, 000, 000 1, 744, 000, 000 8.5 

PI rl Se a Tih i BS te NS ah 436, 800, 000 “6, 190, 000, 000 13,2 


1 Average. 


Actually, it was true during the early postwar years, as it is true 
today, that the quantity of uranium ore obtainable rises or falls with 
the degr ree of effort exerted to this end. Just as iron or copper or 
gold or virtually any other raw material may be produced in greater 
quantities, given time and given a willingness to pay the necessary 
cost, so uranium may also be procured in greater quantities, hkewise 
given time and given a willingness to pay the necessary cost. Mem- 
bers of the joint committee representing States where mining is an 
important industry have long maintained that such is the case. 

In the Colorado Plateau area the Commission owns and operates, 
through a contractor, an ore-processing mill at Monticello, Utah. 
Privately owned vanadium mills have been rebuilt to recover uranium, 
and these are located at Durango, Naturita, Uravan, and Rifle—all 
in Colorado. New mills, also privately owned, have recently come 
into operation at Grand Junction, Colo.; and Salt Lake City, Utah. 
Still another mill, small and privately owned, processes copper uranium 
ores at Hite, Utah. Ore-buying stations today operate as an adjunct 
to each mill, and four other stations are established at Marysvale, 
Utah, Thompson, Utah, Shiprock, N. Mex., and Grants, N. Mex. 
Moreover, two new ore-buying stations are se heduled for early opera- 
tion at Green River, Utah, and Edgemount, S. Dak. At Grants, 
N. Mex., a new uranium mill is under construction. 

Production to date has come largely from the old vanadium mining 
areas of western Colorado and eastern Utah. To the south and west 
of this region, along the Colorado River, lies an area as large as New 
England and embracing some of the roughest country in the United 
States. Here isa great "desert and mountain region essentially w repeoust 
roads or water, but containing many miles of outcrop, which, we are 
informed, encourages exploration for the de velopment of uranium. 

According to testimony before the subcommittee, the Florida 
pate fertilizer industry offers a unique opportunity for early 
arge-scale uranium recovery as a by-product. The phosphates of 
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other regions, such as the Idaho-Montana area, are potentially inter- 
esting 

Uranium also occurs in shale deposits located in the States of 
Kentucky, Ohio, Indiana, and elsewhere. 

The subcommittee specifically recommends a far larger and acceler- 
ated exploration activity and diamond drilling program on _ the 
Colorado Plateau along with the necessary access roads for exploration 
and recommends a rapidly expanded development program of known 
commercial deposits and those discovered by exploratory programs. 

The subcommittee has been informed that sound processes are in 
hand for practical and speedy recovery of uranium as a byproduct of 
the Florida phosphate fertilizer industry, heretofore referred to, and on 
this assumption recommends an expeditious large-scale production 
program. 

The subcommittee further recommends that research on the problem 
of extracting uranium from phosphates in parts of the country other 
than Florida, and for extracting uranium from shales be accelerated 
by devoting larger resources and a greater sense of immediacy in 
solving the ‘problems involved. 

Generally speaking, the scope and scale of the Commission’s efforts 
to locate new deposits and sources of uranium should be expanded. 
Too much emphasis can hardly be placed upon the fact that active 
prospecting for uranium within the United States has been under way 
for less than 4 vears and in a country as large and as rich in mineral 
wealth as our own, it is a virtual certainty that good producing areas 
exist but have vet to be located. 

Great emphasis must also be placed upon the limited nature of the 
research program thus far undertaken to devise ways and means of 
processing low-grade ores. While the situation here has improved 
somewhat over the past year, a more vigorous research program is 
still much needed to seek out all opportunities for obtaining uranium 
where it appears only in diffuse amounts. 


Il. THERE IS NO URANIUM BOTTLENECK 


As the full committee pointed out in its October 19, 1951, report 
to the Congress: 


The Raw Materials Subcommittee, under the chairmanship of Senator Ander- 
son, is conducting a series of hearings and inquiries which have already demon- 
strated that the uranium situation has substantially improved and promises to 
improve still further. 

Committee members have emphasized their finding that within broad lim its, 
the United States may obtain as much uranium as it desires for defense purposes 
provided that the cost is deemed to be worth while. Much has been accomplis hed 
by way of eliminating the widespread but faulty assumption that uranium ore 
reccipts must be a rigidly fixed quantity, and establishing as fact that supplies 
will vary with the amount of money, manpower, and effort directed toward 
obtaining them. 


Although there was little validity to the official doctrine that ura- 
nium ore ‘supplies were rigidly limited, this doctrine did in fact play a 
key role in early decisions as to the scope and scale of our national 
atomic production effort. The residual effect of the same doctrine, 
moreover, is visible even in recent atomic production decisions. 

A principal point which the subcommittee wishes to make as regards 
the availability of uranium ore is this: Within wide limits which have 
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yet to be approached, the military are free to recommend allocating 
as large a share of the total national defense budgets to the quantity 
production of atomic weapons as they deem advisable. In other 
words, so far as uranium raw materials are concerned, the military 
may ask for and get—following several vears of “lead time’’—as many 
bombs as they consider to be necessary to deter war or to win a war 
quickly if it comes. 

Two statements by the Chairman of the Atomic Energy Com- 
mission, Mr. Gordon Dean, tend to illustrate this point. At a press 
conference held on December 10, 1951, he indicated that, from the 
standpoint of raw materials, atomic production capacity could be 
expanded by at least 150 percent over and above levels then pro- 
gramed. Speaking in Chicago on February 1, 1952, he indicated 
that the new atomic expansion program meanwhile announced by 
the President would in fact increase plant investment by approni- 
mately 100 percent over and above levels previously program. 

The Raw MaterialsSub committee feels strongly that responsibility 
rests squarely upon the military to propose assigning to atomic produc- 
tion whatever share of the total national defense budgets as will best 
guard our country and that this responsibility can in no wise be 
avoided on the basis that uranium raw material must limit output. 
To state the matter differently, if war should come some years hence 
and if the United States did not then possess as many atomic weapons 
relative to other types of armament as would have been desirable, 
there could be no valid exoneration of either the military or higher 
authority in terms of uranium shortage. 

The Commission is to be commended for its efforts to secure the 
raw materials needed to sustain production output levels thus far 
proposed by the military. It should be reemphasized, however, 
that at one time such output levels were geared importantly to an 
assumption that raw materials rigidly limit production. ‘The assump- 
tion inclined to become self-confirming, since—with military require- 
ments so fixed—the Commission did not see fit to obtain raw materials 
well in excess of amounts necessary to fulfill the requirements. In 
brief, the requirements were related to comparativel\ rigid rates of 
raw materials procurement, and those rates, in turn, tended to remain 
rigid because requirements could be met without expanded effort. 
Fortunately, after a short period, the Joint Committee on Atomic 
Energy intervened and broke this closed cycle of cause and effect. 
Nevertheless, the fact that such intervention was necessary at all 
underscores the present need for the most vigorous and broad-gaged 
raw materials program. 

* * * x a * * 

It should be remembered, too, that plutonium and uranium-235 
are not the only fissionable materials; there is also uranium-233, 
derived from thorium. <A very substantial revision upward in both 
uranium and thorium procurement goals would promote the common 
defense and security. 

* x * x * * * 
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Mr. Hart, from the committee of conference, submitted the following 


CONFERENCE REPORT 


[To accompany 8. 241] 


Thefcommittee of conference on the disagreeing}votes of the two 
Houses on the amendments of the House to the bill (S. 241) to amend 
the Merchant Marine Act, 1936, as ame nded, to further promote the 
development and maintenance of the Ameriean merchant marine, and 
forvother purposes, having met, after full and free conference, have 
agreed to recommend and do recommend to their respective Houses 
as follows: 

That the Senate recede from its errant to the amendments 
of the House numbered 1, 2, 3, 4, . eee Oe 1. 28. 8S. 23. 34. 3K. 
16, 17, 18, 19, 21, 22, 23 oe 25 , 26, ‘7. 28. 29, 32, and 34, and agree to 
the same. 


Amendment numbered 20: 

That the Senate recede from its disagreement to the amendment of 
the House numbered 20, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: 

SEc. 13. (a) Section 511 (h) of such Act is amended by striking out 
the proviso thereto and substituting the following: “Provided, That until 
March 31, 1953, in additicn to the extensions hereinbefore permitted, 
further extensions may bejgranted ending not later than September 30, 
1953.” 

(6) Section 511 (i) of such Act is amended by inserting after the words 
“‘nortion thereof” in the second sentence the following: ‘with re a toa 
deposit made in any taxable year ending on or before June 80, 1945,”’. 

And the House agree to the same. 
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Amendment numbered 30: 


That the Senate recede from its disagreement to the amendment of 
the House numbered 30, and agree to the same with an amendment 
as follows: 

Strike out the matter proposed to be stricken by the House amend- 
ment and omit the matter proposed to be inserted by the House 
amendment; and the House agree to the same. 


Amendment numbered 31: 


That the Senate recede from its disagreement to the amendment 
of the House numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: 20; and the House agree to the same. 


Amendment numbered 33: 


That the Senate recede from its disagreement to the amendment of 
the House numbered 33, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: 2/; and the House agree to the same. 

EKpwarp J. Harr, 
Hersert C. Bonner, 
Donato L. O’Toots, 
AtvIn F. WeIcHEL, 
T. Minter Hann, 

Managers on the Part of the House. 
WarREN G. Maanuson, 
Hersert R. O’Conor, 
OwerEN Brewster, 

Joun J. WILLIAMS, 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the House 
to the bill (S. 241) to amend the Merchant Marine Act, 1936, as 
amended, to further promote the development and maintenance of 
the American merchant marine, and for other purposes, submit the 
following statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying con- 
ference report: 

Amendment No. 1: This amendment clarifies the idea that the 
determining voice in the establishment of the use rate for the obsolete 
vessel, between the time of the agreement of trade in and the receipt 
of the new vessel, shall be in the Government. The Senate recedes. 

Amendments Nos. 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 
18, 19: The Senate bill granted certain tax deferments with respect to 
deposits of earnings by unsubsidized operators in construction reserve 
funds established under section 511 of the Merchant Marine Act, 
1936, as amended, for purpose of replacement of vessels. These 
amendments would strike out all provisions for such deferments. The 
Senate recedes. 

Amendment No. 20: This amendment provides in part for deletion 
of a provision for extension of time to commit construction reserve 
funds for new vessels. The remainder of this amendment deletes 
provisions of the bill relative to the tax deferments mentioned with 
respect to amendments Nos. 2 through 19 above, and inserts pro- 
visions which would clarify existing law in recognition of the fact that 
the capital-stock tax and the declared value excess-profits tax have 
been repealed as with respect to taxable years ending after June 30, 
1945. The Senate recedes with an amendment which would have the 
effect of providing for an extension of time to commit construction 
reserve funds for new vessels to September 30, 1953, and which would 
insert the clarifying provisions mentioned above. 

Amendment No. 21: This is a clerical amendment, and the Senate 
recedes. 

Amendment No. 22: The Senate provision would require an af- 
firmative vote of not less than three members of the Federal Maritime 
Board in granting approval to the modernization of a vessel for ex- 
clusive use on the Great Lakes. This amendment would delete the 
requirement for an affirmative vote of three members and thus bring 
the section imto line with Reorganization Plan No. 21, of 1950. The 
Senate recedes. 

Amendments Nos. 23 and 26: These amendments clarify the Senate 
provisions relating to the recomputation of the life expectancy of 
reconstructed vessels but make no substantive change in them. The 
Senate recedes. 

Amendments Nos. 24, 25, 27, and 28: These are clerical amend- 
ments, and the Senate recedes. 
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¥ Amendment No. 29: The Senate bill would provide that{interest 
shall not accrue in favor of the Government on any deficiencies of 
Federal tax, resulting from proposed voluntary deposit S in statutory 
reserve funds which are subsequently disepproved by the Maritime 
Board until the Board ac ‘tually dis: approves suc h deposits. This 
amendment would delete this provision. The Senate recedes. 

Amendment No. 30: With respect to subsidized operators holding 
an operating subsidy, the Senate provisions granted full tax defer- 
ment as to required deposits and provided for the deferment of the 
normal tax and the surtax with respect to other deposits in the reserve 
funds. The House amendment would strike the Senate provisions 
and substitute therefor, new language which, while granting to 
operators receiving an operating subsidy the same deferment provi- 
sions as provided in the Senate bill with respect to required deposits, 
would defer only the normal tax with respect to other deposits in the 
reserve funds. The committee of conference has eliminated from the 
bill both the Senate and the House provisions relating to this matter. 
The committee agreed, however, that the Department of Commerce 
and the Treasury “Department should immediate ‘ly begin to gather all 
information relative to the extent and effect of tax deferment and tax 
exemption benefits to the maritime industry, and make a report on 
same as early as possible in the next Congress. 

Amendments Nos. 31 and 33: These are clerical amendments which 
must be changed because of changes made in conference. The Senate 
recedes from its disagreement and agrees to the same with the neces- 
sary amendments. 

Amendments Nos. 32 and 34: These are clerical amendments, and 
the Senate recedes. 


Epwarp J. Hart, 

HersBert C. Bonner, 

Donavtp L. O’Too.s, 

Atvin F. WEIcHEL, 

T. Mituier Hanp, 
Managers on the Part of the House. 
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INTV. OF MICH. 


tUL 1 5 1952 Jury 3, 1952.—Ordered to be printed 


AW LIBRARY 


Mr. Kirwan, from the committee of conference, submitted the 
pct ad ae ‘ following 
NIV. OF MICH. 


cud 


LAW LIBRARY {To accompany H. R. 7176] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7176) 
making appropriations for the Department of the Interior for the 
fiscal year ending June 30, 1953, and for other purposes, having met, 
after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 2, 15 
33, 37, 38, 39, 41, 42, 47, and 48. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 1, 4, 8, 13, 16, 17, 29, 32, 34, 35, 36, 40, 43, 
45, 46, 50, 52, and 53, and agree to the same. 


Og 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $11,000,000; 
and the Senate agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $51,801,000; 
and the Senate agree to the same. 


Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $13,253,760; 
and the Senate agree to the same. 
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Amendment numbered 12: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 12, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $17,500,000; 
and the Senate agree to the same. 


Amendment numbered 18: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,000,000; 
and the Senate agree to the same. 


Amendment numbered 19: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment 
as follows: 

In lieu of the sum named in said amendment insert $3,200,000; 
and the Senate agree to the same. 


Amendment numbered 20: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 20, and agree to the same with an amendment as 
follows 

In lieu of the sum proposed by said amendment insert $177,797 ,991 ; 
and the Senate agree to the same. 


Amendment numbered 26: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,250,000; 
and the Senate agree to the same. 


Amendment numbered 31: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $14,770,000; 
and the Senate agree to the same. 


Amendment numbered 54: 


That the House recede from its disagre ement to the amendment of 
the Senate numbered 54, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert: 

Sec. 402. (a) No part of the money appropriated by this Act to any 
department, agency, or corporation or made available for expenditure by 
any department, agency, or corporation which is in excess of 90 per 
centum of the amount required to pay the compensation of all persons 
the budget estimates for personal services heretofore submitted to the 
Congress for the fiscal year 1953 contemplated would be employed by 
such department, agency, or corporation during such fiscal year in the 
performance of— 
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(1) function performed by a person designated as an information 
specialist, information and editorial specialists, publications and 
information coordinator, press relations officer or counsel, photog- 
rapher, radio expert, television expert, motion picture expert, or 
publicity expert, or designated by any similar title, or 

(2) funetions performed by persons who assist persons performing 
the functions described in (1) in drafting, preparing, editing, typing, 
duplicating or disseminating public information, publications, or 
releases, radio or television scripts, magazine articles, photographs, 
motion picture and similar material, shall be available to pay the 
compensation of persons performing the functions described in (1) 
or (2). 

(b) This section shall not apply to the preparation for publication of 
reports and maps resulting from authorized scientifie and engineering 
investigations and surveys, to photography incident to the compilation 
and reproduction of maps and reports, or publications of the National 
Park Service, or to photocopying of permanent records for preservation. 

And the Senate agree to the same. 


Amendment numbered 55: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 55, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert: 

Sec. 403. No part of any appropriation or authorization contained 
in this Act shall be used to pay the compensation of any incumbent ap- 
pointed to any civil office or position which may become vacant during the 
Jiscal year beginning on July 1, 1952: Provided, That this inhibition 
shall not apply to— 

(a) not to exceed 25 percent of all vacancies; 

(b) positions filled from within the department; 

(c) offices or positions required by law to be filled by appointment 
of the President and with the advice and consent of the Senate; 

(d) positions the personnel of which are engaged in health and 
safety, law enforcement, soil and moisture, and activities in the 
field, exclusive of administrative personnel not directly connected 
with such activities; 

(e) seasonal and casual workers; 

(7) employees of the Bureau of Mines; 

(g) employees of the Geological Survey; 

(h) employees in grades CPC 1, 2, and 3; 

(t) salaries and expenses, Office of the Secretary; 

(7) employees paid wholly from trust funds, or funds derived by 
transfer from trust accounts, or to employees paid from appropria- 
tion of, or measured by, receipts: 

Provided further, That when the total number of personnel subject to 
this section has been reduced to 90 per centum of the total provided for 
in the budget estimates, such limitation may cease to apply and said 
90 per centum shall become a ceiling for employment during the fiscal 
year 1953, and if exceeded at any time during fiscal year 1953 this pro- 
vision shall again become operative. 

And the Senate agree to the same. 
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Amendment numbered 56: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 56, and agree to ‘the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert: 

Sec. 404. (a) No appropriation or authorization contained in this 
Aet shall be available to pay— 

(1) for travel of personnel, 

(2) for personal services of personnel above basic rates, or 

(3) for transportation of things (other than mail), more than 90 
per centum of the amount which the budget estimates heretofore 
submitted in connection with such appropriation or authorization 
contemplated would be expended therefrom for such purposes, 
respectively; and the total amount of each appropriation, any part 
of which is available for any such purpose, is hereby reduced by an 
amount equal to 10 per centum of the amount requested in such budget 
estimates for such purpose, less an amount representing the reduction, 
uf any, between the amount requested for personal services in budget 
estimates and the amount appropriated herein for such services. 

(b) This section shall not apply to appropriations for— 

(1) activities for health and safety, law enforcement, soil and 
moisture, and activities in the field, exclusive of administrative em- 
ployees not directly y connected with such activities; 

(2) seasonal and casual workers; 

(3) the Bureau of Mines; 

(4) the Geological Survey; 

(5) employees in grades CPC 1, 2, and 3; 

(6) salaries and expenses, Office of the Secretary; and 

(7) activities paid wholly from trust funds, or funds derived by 
transfer from trust accounts, or to activities paid from appropriations 
of, or measured by, receipts. 

And the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 3, 5, 7, 9, 14, 21, 22, 23, 24, 25, 27, 30, 44, 49, and 51. 

Micuart J. Kirwan, 
W. F. NorreEtu, 
Henry M. Jackson, 
Foster Furco.o, 
CLARENCE CANNON, 
Ben F. JENSEN, 
Ben F. JAMgEs, 

Managers on the Part of the House. 
Cart HaypEN, 
JosepH C. O’MAHoneY, 
Pat McCarran, 
Dennis CHAVEZ, 
Guy Corpon, 
Mitton R. Youna, 
WiiuraM F. KNow.anp, 

Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7176) making appropriations for the Department of 
the Interior for the fiscal year ending June 30, 1953, and for other 
purposes, submit the following statement in explanation of the effect 
of the action agreed upon and recommended in the accompanying 
conference report as to each of such amendments, namely: 


OFFICE OF THE SECRETARY 
ENFORCEMENT OF CONNALLY HOT OIL ACT 


Amendment No. 1—Expenses: Appropriates $187,000 as proposed 
by the Senate instead of $170,000 as proposed by the House. 


CONSTRUCTION, SOUTHEASTERN POWER ADMINISTRATION 


Amendment No. 2: Appropriates $959,500 as proposed by the 
House instead of $115,000 as proposed by the Senate. Of the figure 
agreed upon by the conferees $844,500 is for the Clark Hill-Greenwood 
115-kilovolt transmission line, $25,000 is for planning of the Jim 
Woodruff-Wiregrass 115-kilovolt transmission line, and $90,000 is for 
plans and specifications for future programs. 

Amendment No. 3: Reported in disagreement. 


CONTINUING FUND, SOUTHWESTERN POWER ADMINISTRATION 


Amendment No. 4: Appropriates $1,000,000 as proposed by the 
Senate instead of $231,000 as proposed by the House. The managers, 
while approving the Senate amendment, desire to reiterate the state- 
ments made in the report of the Committee on Appropriations at the 
time the bill was reported to the House (H. Rept. 1628) as to pending 
litigation. At that time it was thought that no funds would be 
required until the Congress will again be in session but later develop- 
ments indicate that the amount provided in the Senate amendment 
will be required regardless of the outcome of law suits referred to in 
the report above referred to. The action here is intended only to 
peak? such funds as appear to be necessary to meet the responsi- 

ilities of the Government until such time as the rights of all parties 
have been determined by the courts. Nothing herein or in the 
accompanying conference report should be construed as indicating any 
attitude on the part of the conference or any of the managers as to the 
issues involved in the pending litigation. 

Managers on the part of both Houses hope that the contract now 
under negotiation with 12 private power companies in the South- 
western Power area can be consummated at an early date and in a 
manner that may make unnecessary any further litigation. 
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BoNNEVILLE PowER ADMINISTRATION 


ADMINISTRATIVE PROVISIONS 
Amendment No. 5: Reported in disagreement. 





Bureau or LAnp MANAGEMENT 
MANAGEMENT OF LANDS AND RESOURCES 


Amendment No. 6: Appropriates $11,000,000 instead of $9,722,605 
as proposed by the House and $11,172,605 as proposed by the Senate. 
Included in the amount allowed is $700,000 for the timber-salvage 
program as requested in Senate Document No. 121. 


CONSTRUCTION 


Amendment No. 7: Reported in disagreement. 


ADMINISTRATIVE PROVISIONS 


Amendment No. 8: Authorizes the purchase of 45 automobiles as 
proposed by the Senate instead of 36 as proposed by the House. 
Amendment No. 9: Reported in disagreement. 


BureEAv OF INDIAN AFFAIRS 
HEALTH, EDUCATION, AND WELFARE SERVICES 


Amendment’ No. 10: Appropriates $51,801,000 instead of $51,- 
266,019 as proposed by the House and $51,916,019 as proposed by the 
Senate. The increase above the House figure provides $300,000 for 
public assistance payments to Indians in Arizona other than the 
Navajo and Hopi, and $234,981 for operation of the Pipestone Indian 
School in Minnesota. 


RESOURCES MANAGEMENT 


Amendment No. 11: Appropriates $13,253,760 instead of $12,- 
949,760 as proposed by the House and $13,900,000 as proposed by the 
Senate. Of the increase above the House figure $154,000 is to pro- 
vide sanitary water facilities for the pueblo villages in New Mexico 
and $150,000 is for improving range water sources on the Papago 
Reservation. ; 


CONSTRUCTION 


Amendment No. 12: Appropriates $17,500,000 instead of $5,310,000 
as proposed by the House and $31,312,000 as proposed by the Senate. 

Amendment No. 13: Inserts a provision as proposed by the Senate 
to prohibit the acquisition of land within the States of Arizona, 
California, Colorado, New Mexico, South Dakota, Utah, and Wy- 
oming. The proviso also prohibits the acquisition of land or water 
rights within the States of Nevada, Oregon, and Washington either 
inside or outside the boundavies of existing reservations. 

Amendment No. 14: Reported in disagreement. 
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ADMINISTRATIVE PROVISIONS 


Amendment No. 15: Provides for the purchase of 260 automobiles 
as proposed by the House instead of 300 automobiles as proposed by 
the Senate. 


TRIBAL FUNDS 


Amendment No. 16: Appropriates $2,920,000 as proposed by the 
Senate instead of $2,335,000 as proposed by the House. 

Amendment No. 17: Inserts a provision as proposed by the Senate 
to prohibit the acquisition of land or water rights within the States of 
Nevada, Oregon, Washington, and Wyoming, either inside or outside 
the boundaries of existing Indian reservations. 


Bureau oF RECLAMATION 
GENERAL INVESTIGATIONS 


Amendment No. 18: Appropriates $4,000,000 instead of $3,000,000 
as proposed by the House and $5,000,000 as proposed by the Senate. 

Amendment No. 19: Provides that of the foregoing figure of 
$4,000,000, $3,200,000 shall be derived from the reclamation fund 
instead of $2,200,000 as proposed by the House and $4,200,000 as 
proposed by the Senate. 


CONSTRUCTION AND REHABILITATION 


Amendment No. 20: Appropriates $177,797,991 instead of $153,- 
355,400 as proposed by the House and $183,406,531 as proposed by 
the Senate. In arriving at the conference figure the managers of both 
Houses have approved the construction program as set forth in the 
House report and modified in the Senate report with the exception that 
the $2,913,600 propesed by the Senate for the Jamestown-Fargo- 
Fergus Falls-Benson-Granite Falls-Mankato-Blue Earth-Jackson- 
Fort Randall 230-kilovolt lines and substations is specifically dis- 
allowed, and a further reduction of $2,694,940 to offset 1952 unobli- 
gated balances available in 1953 has been made. 

While the managers have agreed to the inclusion of funds amounting 
to $14,950,000 for 10 ‘“‘new starts” as proposed by the Senate, it is 
pointed out that 89 percent of the total cost of these projects is re- 
payable. 

Funds for the Salano County project in California have been allowed 
with the understanding that they will not be used to initiate construc- 
tion of the project until there is a determination as to whether or not 
the project is to be constructed as a unit of the Central Valley project. 
It is further understood that this determination is not to be made 
until all local interests have had an opportunity to be heard by the 
proper legislative committee with respect to the question of reauthori- 
zation of the project. 

The managers on the part of both the Senate and the House re- 
affirm the language concerning the CVP-BPA interconnection and 
Camp Stoneman items which is included in both the House and 
Senate reports. It is further directed that expenditures for construc- 
tion at Tracy and Folsom switchyards and the Folsom interconnecting 
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transmission line and necessary connecting switches be confined to 
230 kilovolts only as required in the Senate report. Also, as required 
by the Senate report, at the Tracy switchyard the 115- and 69-kilovolt 
equipment should be removed as recently ordered by the Secretary 
of the Interior. 

Amendment No. 21: Reported in disagreement. 

Amendment No. 22: Reported in disagreement for technical reasons. 
The managers on the part of the House will move to recede and concur 
with this amendment inserted in the bill by the Senate. The amend- 
ment provides that $1,419,000 of the appropriation for ‘Construction 
and rehabilitation, Bureau of Reclamation,” shall be expended for 
completion of the Coachella division of the All-American Canal 
system. ‘These funds as well as other funds appropriated in the 1952 
bill are over and above the $13,500,000 cost originally set on the 
project and fixed in the repayment contract. Suit has been entered 
by the Justice Department in the United States District Court of 
Southern California to determine the liability of the water district 
for repayment of the funds appropriated in addition to the $13,500,000 
stipulated in the repayment contract. Conferees of both Houses 
have agreed on the additional appropriation in this bill with the 
expectation that the law suit will be tried on the merits of the case 
without introduction of technicalities, in accordance with assurances 
given the House managers in written statements by the counsel for 
the water district and district attorney of California. Should the 
case be decided in favor of the Government, it is expected that the 
water district will immediately enter into a supplemental repay- 
ment contract for the full amount appropriated above the original 
$13,500,000. 

Amendment No. 23: Reported in disagreement. 

Amendment No. 24: Reported in disagreement. 


OPERATION AND MAINTENANCE 
Amendment No. 25: Reported in disagreement. 
GENERAL ADMINISTRATIVE EXPENSES 


Amendment No. 26: Appropriates $5,250,000 instead of $5,000,000 
as proposed by the House and $5,500,000 as proposed by the Senate. 


ADMINISTRATIVE PROVISIONS 


Amendment No. 27: Reported in disagreement. 


GEOLOGICAL SURVEY 


Amendment No. 28: Appropriates $25,362,685 as proposed by the 
House instead of $25,301,100 as proposed by the Senate. The appro- 
priation of $25,362,685 is to be distributed among the activities of the 
Survey as set out in the Senate report with the exception that the 
amount allowed for topographic surveys and mapping is to be re- 
duced by $138,415 and the amount allowed for water resources inves- 
tigations is to be increased by $200,000. 
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Bureau or MINES 


CONSERVATION AND DEVELOPMENT OF MINERAL RESOURCES 


Amendment No. 29: Appropriates $18,657,000 as proposed by the 
Senate instead of $18,000,000 as proposed by the House. Of the 
amount allowed, $75,000 is to be used for the testing and gasification 
research on coals of the Pacific Northwest. Also, in addition to the 
amount budgeted for mine flood prevention studies, $84,800 is to be 
used for this purpose. In making the necessary budgetary adjust- 
ments to handle these two items, no reduction is to be made in the 
funds budgeted for the synthetic liquid fuels program. 


ADMINISTRATIVE PROVISIONS 


Amendment No. 30: Reported in disagreement. 
NATIONAL PARK SERVICE 


CONSTRUCTION 


Amendment No. 31: Appropriates $14,770,000 instead of $11,- 
770,000 as proposed by the House and $19,670,000 as proposed by 
the Senate. The conferees have allowed $500,000 for the Blue 
Ridge Parkway. The remaining part of the increase above the 
House figure is to be used for roads, trails, and parkways, except 
the Suitland Parkway. 


GENERAL ADMINISTRATIVE EXPENSES 


Amendment No. 32: Appropriates $1,342,000 as proposed by the 
Senate instead of $1,262,000 as proposed by the House. 


ADMINISTRATIVE PROVISIONS 


Amendment No. 33: Provides for the purchase of 19 passenger 
motor vehicles for replacement only as proposed by the House instead 
of 24 as proposed by the Senate. 


Fish AND WILDLIFE SERVICE 
MANAGEMENT OF RESOURCES 
Amendment No. 34: Appropriates $7,325,375 as proposed by the 
? ) “ 
Senate instead of $7,292,000 as proposed by the House. The pro- 


gram is to be adjusted in accordance with the list of increases and 
decreases set forth in the Senate report. 


INVESTIGATIONS OF RESOURCES 


Amendment No. 35: Appropriates $4,062,000 as proposed by the 
Senate instead of $4,056,000 as proposed by the House. 
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CONSTRUCTION 


Amendment” No. 36: Appropriates $673,800 as proposed by the 
Senate instead of $450,000 as proposed by the House. The increase 
above the House figure i is to be distributed to various projects in the 
amounts and in the manner set out in the Senate report. 


OrFicE or TERRITORIES 
ADMINISTRATION OF TERRITORIES 


Amendments Nos. 37, 38, and 39: These amendments delete 
language with reference to the Trust Territory of the Pacific Islands 
proposed to be inserted by the Senate. 

Amendment No. 40: Appropriates $9,320,287 as proposed by the 
Senate instead of $8,703,037 as proposed by the House. 

Amendments Nos. 41 and 42: Language proposed by the Senate 
with reference to the Trust Territory ‘of the Pacific Islands in these 
two amendments has been deleted. 

Amendment No. 43: Strikes out the language proposed by the 
House for making an appropriation to the Trust Territory of the 
Pacific Islands. 

Amendment No. 44: Reported in disagreement. 


ALASKA PUBLIC WORKS 


Amendment No. 45: Appropriates $13,208,200 as proposed by the 
Senate instead of $7,000,000 as proposed by the House. In the House 
proposal of $7,000,000 allowance had been made for all projects for 
which elections had been held approving the assumption of local 
indebtedness to the extent required by law, and for which plans had 
been completed or were in the final stages of development. Since 
passage of the House bill additional projects have been advanced to 
meet this criteria and the amount agreed. upon in conference is for 
these projects as set forth in the table in the Senate report. 

Amendment No. 46: Provides that not to exceed $654,000 shall be 
available for administrative expenses as proposed by the Senate, in- 
stead of $486,000 as proposed by the House. 


ALASKA RAILROAD REVOLVING FUND 
Amendments Nos. 47 and 48: Strike out the proposal of the Senate 


to increase statutory limits on salary rates to be paid certain per- 
sonnel of the Alaska Railroad. 


ADMINISTRATION, DEPARTMENT OF THE INTERIOR 


GENERAL PROVISIONS 


Amendment No. 49: Reported in disagreement. 
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TitLEe I1I—Virain IstAnps CorPoRATION 
REVOLVING FUND 


Amendment No. 50: Appropriates $1,515,000 as proposed by the 
Senate instead of $975,000 as proposed by the House. The amount 
allowed includes $690,000 for the acquisition of power facilities now 
operated by the St. Thomas Power Authority. A total of $150,000 
included in the budget estimates for agricultural diversification and 
marketing is specifically disallowed. 


TitLte ILJI—EmercGency Fioop anp Storm REpAIrs 


Amendment No. 51: Reported in disagreement. 


GENERAL PROVISIONS 


Amendment No. 52: Changes a title number. 

Amendment No. 53: Changes a Section number. 

Amendment No. 54: Strikes out the proposal of the House for 
limiting the use of funds for publicity purposes, and adopts the pro- 
posal of the Senate to impose limitations upon expenditures for such 
purposes but modifies the Senate proposal by limiting the amount of 
funds allowed for such purposes to 90 percent of the estimates therefor 
instead of 75 percent. 

Amendment No. 55: Strikes out the proposal of the Senate to 
limit the amount available for personnel services to 90 percent of the 
amount requested in the budget estimates for such services, reinserts 
the Jensen amendment as proposed by the House with the provision 
that two additional categories of personnel be exempted from pro- 
visions of the amendment and sets as a maximum for reductions 
required 10 percent of the total number of employees provided for in 
the budget estimates rather than 10 per cent of the total provided for 
in the act. 

Amendment No. 56: Inserts a section as proposed by the Senate 
limiting the use of funds for payment of civilian personnel above 
basic rates, transportation of things and travel of civilian personnel 
to not more than 90 percent of the amount programed in the budget 
estimates therefor. The Senate proposal has been altered to provide 
for the exception of the same categories of personnel as are exempted 
from operation of the Jensen amendment. 


MicHarE. J. Kirwan, 
W. F. Norre.u, 
Henry M. Jackson, 
Foster Furco.o, 
CLARENCE CANNON, 
Ben F. JENSEN, 
Ben F. James. 
Managers on the Part of the House. 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO 
ISSUE TO JAKE ALEXANDER A PATENT IN FEE TO 
CERTAIN LANDS IN THE STATE OF ALABAMA 





JuLy 3, 1952.—Committed to the Committce of the Whole House and ordered 
to be printed 


Mr. Bentsen, from the Committee on Interior and Insular Affairs, 


INTV. OF MICH submitted the following 


JUL 15 1952 REPORT 
JAW LIBRARY (To accompany H. R. 981] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 981) authorizing the Secretary of the Interior 
to issue to Jake Alexander a patent in fee to certain lands in the 
State of Alabama, having considered the same, report favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, lines 6 to 10 inclusive, strike the land description beginning 

with the word “The” on line 6 and ending with ‘‘less’” on line 10, and 
insert in lieu thereof: 
The southeast quarter of the northeast quarter, and the northeast quarter of the 
southeast quarter, section 31, township 7 south, range 6 west, Huntsville meridian; 
also the east half of the northwest quarter, section 6, township 8 south, range 6 
west, Huntsville meridian, Lawrence County, Alabama, consisting of one hundred 
and sixty acres, more or less. 


EXPLANATION OF THE BILL 


H. R. 981 authorizes the Secretary of the Interior to issue a patent 
in fee to Jake Alexander for 160 acres of land in the State of Alabama. 

Mr. Alexander has been in continuous possession of this land since 
1900 and has paid taxes thereon during such time. There was never 
a question with respect to his ownership of the land until recently 
when the United States Government through the Forestry Service 
issued a notice that timber was to be cut on such land inasmuch as it 
was a part of the Bankhead National Forest. ‘he facts show that 
Mr. Alexander claims title to the land in question through a chain of 
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title which originates by entries in the Lawrence County tract books. 
An analysis regarding the facts surrounding the original entries in the 
tract books and the successive transfer in the chain of title as shown by 
the records in the Bureau of Land Management, Washington, D. C., 
are as follows: 


DeTaILep ANALYSIS OF PAPERS AND REcoRDS PERTAINING TO THE CLAIM OF 
Mr. JAKE ALEXANDER TO — EYMNEYM, NESE Sec. 31, T. 7 S., R. 6 W., 
AND TO THE E4 NW Sec. 6, T. 88., R. 6 W., HunersvitLe Meripian, ALABAMA 


I. THE PHOTOSTATIC COPIES OF THE LAWRENCE COUNTY RECORDS 


The Lawrence County records submitted by Representative Jones read in part 
as follows: 
Description of the tract 


T.8S., R.6 W., HUNTSVILLE 


| | j 7 
Area | } . | Number 
} — ‘ Yate Sale om 
Part of sectiorz _ «United States title (to whom | oes re | of certifi- 
_ weCean | ! | sold or granted) ; > cate or 


'Section! Acres | grant | warrant 
; 
NEWUNW -- 6 39.84 | William Armstrong ..-| Jan. 22,1819 216 
SEUNW 14 : 6 | 39.84 do do 316 
WN W4-_--- | 6 79. 69 uM ATT sa ee oo ae 2049 


T.758., R. 6 W., HUNTSVILLE 


NEWVNEM. 


31 40.06 | Chas. Williams... -__- ...-| Sept. 9, 1818 212 
SEWUNEM.-- 31 40.06 | Jas. Aldridge , Jan. 27, 1849 141 
NEMSEM 31 40.06 | S.& N.R.R ; Jan. 18, 1895 


2. BUREAU OF LAND-MANAGEMENT RECORDS ON LANDS IN SEC. 6, T. 8 S., R. 6 W. 

On January 29, 1819, William Armstrong purchased under what is known as the 
credit system the NW14 sec. 6, T. 8 8., R. 6 W., Huntsville meridian, Alabama, 
containing 159.38 acres at the rate of $2 per acre, amounting in the whole for the 
quarter section of land to $318.76 on which there was payable on account according 
to law the sum of $79.69 being one-fourth part of the purchase money. 

On January 22, 1819, Huntsville Receiver’s Receipt No. 14871 was issued in 
the name of William Armstrong for the payment of $16. A notation on the tract 
book in this office shows an account No. 216 opposite the receipt number. On 
February 16, 1819, Huntsville Receiver’s Receipt No. 15252 was issued in the 
name of William Armstrong for the payment of the amount of $63.69. This 
receipt referred to receipt 14871 and that the two payments more made in full 
of the first installment of the purchase money on the NW‘ see. ait ting ies 
6 W. A notation on the tract book in this office shows an account No. 217 opposite 
the receipt No. 15252. 

On February 16, 1819, the register of the Huntsville land office issued Credit 
Certificate No. 8308 in the name of William Armstrong. The certificate recited 
the terms of the purchase, also —_ one-fourth of the purchase price had been 
paid on the NW% sec. 6, T. 8 S., R. 6 W., and that the balance of the purchase 
money would become due in three . ayments of $79.69 each on or before January 
22 in the years 1821, 1822, and 1823. 

On September 20, 1521, William Armstrong by his attorney in fact, James 
Havins, relinquished his credit purchase as to the E% NW sec. 6, T. 8 S., R. 6 
W., under the relief act of March 2, 1821 (3 Stat. 612), and requested that the 
money paid thereon be applied to the W!4 NW said sec. 6. The relinquishment 
was given No. 892. Accordingly, a ce rtificate ‘of further credit No. G. 665 was 
issued on September 22, 1521, under the act of March 2, 1821, in the name of 
William Armstrong in regard to the payments on the W's NWY said sec. 6 


Thereafter the purchase price was completed on the W's NW sec. 6 by credit 
from another relinquished credit entry, a small payment and discount. Credit 
Final Certificate (under) No. 2409 was issued on July 3, 1827, in the name of 
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William Armstrong forthe W4 NW\sec. 6, T.8S., R. 6 W., Huntsville meridian, 
and patent was issued on June 5, i825. 

Upon the relinquishment of the credit entry as to the KE}, NW% sec. 6, 7. 88., 
R. 6 W., Huntsville meridian, on September 20, 1821, the land became vacant 
public land of the United States. The notations on the copy of the Lawrence 
County tract book as to the NE%4 NW4, and to the SE4% NW sec. 6 confirm the 
name and date of the credit entry purchase of William Armstrong on January 
22, 1819, and the number 216 appears to be the account number as shown on the 
tract book in this office, but those notations do not show the final disposition of 
the credit entry as to those two tracts of land as set out above. The notations 
on the copy of the county tract book as to the W's NW sec. 6, T.538., R. 6 W., 
Huntsville meridian, do show the date of the William Armstrong credit entry 
on January 22, 1819. Our records also indicate that the number of the Credit 
Final Certificate (under) 2409 designates the certificate issued for the W1, NW 
sec. 6 oniy. The E's NW said sec. 6 is unpatented and unentered publie land 
within the Bankhead National Forest. 


3. BUREAU OF LAND MANAGEMENT RECORDS ON LANDS IN SEC. 31, T. 78 R:.'3. Wi 


“y %. 


On Sentember 25, 1871, the South and Norih Alabama Railroad Co., selected 
the E144NE\ and the NEYSE see. 31, T. 7 58., R. 6 W., Huntsville meridian, 
Alabama, as being within the 15 miles or indemnity limits of the raiiroad The 
selection was canceled on May 25, 1885, because the lands selected were without 
the indemnity limits. The railroad company on June IS, 1805, again selected the 
EUNE and the NEMSE), said sec. 31 and by departmental decision of December 
9, 1897 (Contest Docket F 12—-11329), the selection was canceled on March 22, 
1898, and the case was closed in favor of the United States on the same date 

On August 6, 1914, John Clardy made homestead entry, Montgomery 09115, 
for the NE\YNE'M4, SEYNE and the NESE}; see 31, T. 78., R. 6 W., Huntsville 
meridian. The entry was canceled on January 9, 1920 because of the failure of the 
entryman to submit final homestead proof within the statutory period. 

The notation on the copv of the county tract book as to the NE™4NE}, see. 31, 

! 


has been examined 


th 
T.758., R. 6 W., showing ‘“‘Chas. Williams—sSept. 9, 1818—212”’ 
against the reeords. 

Huntsville receiver's receipt No. 9659 was issued on September 9, 1818, in the 
name of Charles Williams for $$30.61 in full of the first installment of the purchase 
money for the NE\% sec. 27, T. 7 8., R. 6 W., Huntsville meridian, containing 
160.45 acres. It will be noticed that the receipt does not cover the land in ques- 
tion. The number 212 is probably the account number for the month of Septem- 
ber 1818. The records do not show an entry for the NE144NE% said sec. 31 in the 
name of Charles Williams. 

The notation on the copy of the county tract book as to the SEYNEY see. 31, 
T.758., R. 6 W., Huntsville meridian, showing “Jas. Aldridge—January 27, 1849— 
141”’ has been examined against the records. The records do not show an entry 
in the name of James Aldridge for the Sk144N 14 said see. 31. 

The notation on the copy of the county tract book as to the NEMSE\ see. 
31 T. S., R. 6 W., Huntsville meridian, showing “‘S & N RR—January 18, 1895,” 
has been checked against the records. That notation agrees with the records as 
to the description of the land and the name of the South and North Alabama 
Railroad Co. The company filed its second indemnity selection on June 18, 1895, 
instead of January 18, 1895. 


From the foregoing, it may be seen that the Bureau of Land Manage- 
ment contends that patent was never issued to the lands in question. 
Therefore, it is the contention of the Department of the Interior and 
the Department of Agriculture that Mr. Alexander does not have 
good and sufficient title. In answer thereto Mr. Alexander proved 
that entries were made in 1819 on the Lawrence County tract book 
which show certificates issued to entryman, and thus change of title 
from the United States to such entryman. In corroboration of this 
fact, Mr. Alexander shows that since 1819 the lands have been 
occupied, used, and taxes paid thereon by his predecessors in interest 
and himself. 

The committee is of the opinion that the equities are in favor of 
Mr. Alexander, and the committee therefore recommends enactment 
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of this legislation which will confirm title in the name of Mr. Alexander 
to the 160 acres in question. The committee feels that it is not 
imperative upon searching the title to a piece of land to go behind 
the original entry in the county or State tract books. In the instant 
case, one searching the title could well assume that the original entry 
in the tract books was correct and that the secretary of state’s records 
in the State of Alabama showing certificate of title was correct. To 
say that Mr. Alexander does not have good title in the instant case 
would mean that all title examinations would have to originate in 
the office of the Bureau of Land Management inasmuch as the original 
entry in the State tract books could not be considered as the best 
evidence. Briefs submitted by the proponents of the bill set forth 
ample precedent for the fact that a title searcher is not required to 
go beyond the original entry in the tract book. 

In addition to these facts, Mr. Alexander has been in open, hostile, 
and notorious possession of these lands in part before 1900 and in 
part since 1900 and has paid taxes thereon. To deny him of title to 
the land now would not, in the opinion of the committee, be equitable. 

The report of the Department of Agriculture reads as follows: 


DEPARTMENT OF AGRICULTURE, 
Was! ngtor D.C., April 3, 1951. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. Murpock: Reference is made to this Department’s letter of Feb- 
ruary 5 relating to H. R. 981, authorizing the Secretary of the Interior to issue 
Jake Alexander a patent in fee to certain lands in the State of Alabama. 

The bill directs the Secreiary of the Intericr to issue a fee patent to Jake 
Alexander for the E1443NE%4, NFY%SEX see. 31, 7.75., R. 6 W., and the EXNWY% 
sec. 6, T. 8 8., R. 6 W., Huntsville meridian, comprising 200 acres of land within 
the William B. Bankhead National Forest in Alabama. 

Mr. R. L. Almon, attorney for Mr. Alexander, by letter of January 10 advised 
the forest supervisor that the NE44ZNE% sec. 31 should be deleted from the 
description of land claimed by Mr. Alexander. Accordingly, tiis report is di- 
rected to the lands described in H. R. 981i, less this 40-acre subdivision. 

A field examination of the land claimed by Mr. Alexander reveals that the 
entire area is forested, that none of it is, or probably ever has been, under culti- 
vation or fence, and there are no buildings or indications that it has ever been 
occupied as a home. 

The value of the timber and land claimed by Mr. Alexander is estimated to be 
$4,000, based en the coing sale value of similar private land within the William 
B. Bankhead National Forest. 

According to the records in the Bureau of Land Management, these lands are 
owned by the United States. It is understood that Mr. Alexander claims these 
lands because they have been assessed to him on the tax rolls of Lawrence County 
for a long period of time. The county records indicate that his claim to the 
SEYNE\ and NESE, sec. 31 originated in a quitclaim deed in 1907, and the 
E%NW, sec. 6 in a mortgage foreclosure in 1919. The records further reveal 
that there was a tax sale in 1891 of the tract in sec. 31, with the owner listed as 
unknown, and that the tract in sec. 6 has been assessed to Mr. Alexander or his 
antecedents since 1871. 

In 1942 local forest officers noted that the land was assessed to Mr. Alexander 
and by registered letter dated August 31 of that year notified him that the land 
belonged to the United States. Again on March 22, 1950, in connection with a 
contemplated timber sale, the forest supervisor wrote to Mr. Alexander that the 
land was in Government ownership and suggested that he write to the Bureau 
of Land Management in the Department of the Interior if he wanted to investigate 
further the status of the subdivisions in question, since the patenting of public 
domain lands is a responsibility of that Department. Insofar as can be ascer- 
tained, Mr. Alexander has never filed a formal claim to these lands with the 
Bureau of Land Management or with this Department. 
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It is the opinion of this Department that Mr. Alexander’s claim to these lands 
should be settled on the basis of a thorough search of the land records in the 
county and in the Bureau of Land Management rather than by special legislation. 
The appropriate procedure would appear to be for Mr. Alexander to present his 
evidence of ownership of these lands to the Bureau of Land Management so that 
his claim could be examined on its merits. The passage of legislation granting 
patent to Mr. Alexander before the justice of his claim has been established, 
would not appear to be in the public interest. 

This Department therefore recommends that H. R. 981 not be enacted. 

The Bureau of the Budget advises that, from the standpoint of the program of 
the President, there is no objection to the submission of this report. 

Sincerely, 


CuHarRLEs F, Brannan, Secretary. 
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AUTHORIZING THE SALE OF CERTAIN LAND IN ALASKA 
TO THE CALVARY BAPTIST CHURCH, OF ANCHORAGE, 
ALASKA, FOR USE AS A CHURCH SITE 


Juiy 3, 1952.—Committed to the Committee of the Whole House and ordered to 
be printed 


Mr. Bentsen, from the Committee on Interior and Insular Affairs, 
submitted the following 
UNIV. OF MICH. 


JUL 15 1952 


LAW LIBRARY 

The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6638) to authorize the sale of certain land in 
Alaska to the Calvary Baptist Church of Anchorage, Alaska, for use as 
a church site having considered the same, report favorably thereon 
with amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Page 2, line 17, strike the figure ‘$1.25’ and insert in lieu thereof 
the figure ‘‘$10’’. 

Page 2, line 20, strike the word “laws:’’ and insert in lieu thereof 
the word “laws.’’. 

Page 2, strike all of lines 21 to 25, inclusive. 


REPORT 


[To accompany H. R. 6638} 


EXPLANATION OF THE BILL 


The purpose of this bill is to authorize the sale of a tract of land, 
less than half an acre in size, to the Calvary Baptist Church of Anchor- 
age, Alaska, for use as a church site. The committee was advised 
that approximately 3 years ago the Calvary Baptist Church erected its 
edifice on land which was reserved in 1915 for the use of the Alaska 
Railroad in Anchorage. The Alaska Railroad is agreeable to this 
sale. This land was not included in the town-site addition survey 
made in 1950, it having been withdrawn by Executive Order 2242, 
dated August 31, 1915, for railroad terminal reserve purposes. It has 
been found that the sale could not be handled administratively and that 
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congressional action is necessary if the title is to be transferred to the 
Calvary Baptist Church. This bill would not involve an expenditure 
of Federal funds. 

The favorable report of the Department of the Interior is attached. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 23, 1952. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Drar Mr. Mourpock: This is in reply to the request of your committee 
for a report on H. R. 6638, a bill to authorize the sale of certain land in Alaska 
to the Calvary Baptist Church, of Anchorage, Alaska, for use as a church site. 

I have no objection to the enactment of this bill. 

H. R. 6638 would direct the Secretary af the Interior to convey to the Calvary 
Baptist Church of Anchorage, Alaska, a parcel of land, less than one-half acre 
in size, at the corner of Manor Avenue and North Seventh Street, in that city. 
This tract of land was withdrawn by Executive Order 2242 of August 31, 1915, 
for railroad terminal reserve purposes. 

This bill provides that the tract shall be svid at a reasonable appraised price, 
which is not to be less than $1.25 per acre, and that the coal and other mineral 
deposits shall be reserved to the United States. The conveyance may not include 
any land covered by a valid existing right initiated under the public land laws. 

At the time survey No. 3047 was made in 1950, for north addition No. 4 to 
Anchorage, this tract of land, at the request of the Alaska Railroad, was not 
included in the town-site addition survey. Therefore, this legislation is necessary, 
. the Congress is of the opinion the land should be sold to the Calvary Baptist 

Yhurch. 
The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 
Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


The enactment of H. R. 6638, as amended, is unanimously recom- 
mended by the Committee on Interior and Insular Affairs. 
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' Ju.y 3, 1952.—Ordered to be printed 

: 

' 

: 

' 

Mr. Rooney, from the committee of conference, submitted the 
: 


following 


rr; 
4 


JNIV. OF MICH. 
JUL 15 1952 


iw LIBRARY 
The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7289) 
“making appropriations for the Departments of State, Justice, 
Commerce, and the Judiciary for the fiscal year ending June 30, 1953, 
and for other purposes,”’ having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 
That the Senate recede from its amendments numbered 1, 10, 11, 
14, 18, 20, 31, 39, 42, 45, 46, 49, 50, 51, and 54. 
That the House recede from its disagreement to the amendments 
of the Senate numbered 3, 5, 7, 8, 9, 15, 16, 17, 22, 32, 33, 34, 35, 36, 
37, 38, 40, 41, and 44 and agree to the same. 
Amendment numbered 2: 
That the House recede from its disagreement to the amendment 
of the Senate numbered 2, and agree to the same with an amendment 
' as follows: 


In lieu of the sum proposed by said amendment insert $6,500,000; 
and the Senate agree to the same. 


CONFERENCE REPORT 


[To accompany H. R, 7289] 


ana en 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 6, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,500,000; 
and the Senate agree to the same. 
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Amendment numbered 12: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to “the same with an ame ndment 
as follows: 


In lieu of the sum proposed by said amendment insert $87,325,000; 
and the Senate agree to the same. 


Amendment numbered 19: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment 
2s follows: 


In lieu of the sum proposed by said amendment insert $9,900,000; 
and the Senate agree to the same. 


Amendment numbered 25: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 25, and agree to “the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $1,877,000; 
and the Senate agree to the same. 


Amendment numbered 26: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $264,500; and 
the Senate agree to the same. 


Amendment numbered 27 


That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,810,935; 
and the Senate agree to the same. 

Amendment numbered 28: 

That the House rec ede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $7,700,000; 
and the Senate agree to the same. 

Amendment numbered 29: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 29, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,390,300; 
and the Senate agree to the same. 

Amendment numbered 30: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 30, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $120,700; 
and the Senate agree to the same. 
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Amendment numbered 47: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 47, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $27,250,000; 
and the Senate agree to the same. 


Amendment numbered 48: 
That the House recede from its disagreement to the amendment of 


the Senate numbered 48, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,991,850: 
and the Senate agree to the same. 

Amendment numbered 53: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 53, and agree to the same with an amendment as 
follows: 

Restore the matter stricken out by said amendment amended to 
read as follows: 

Sec. 604. No part of any appropriation or authorization contained 
in this Act shall be used to pay compensation of any incumbent appointed 
to any civil office or position which may become vacant after July 1, 1952, 
through the fiscal year 1958: Provided, That this inhibition shall not 
apply — 

(a) to not to exceed 25 per centum of all vacancies; 

(b) to positions filled from within the department; 

(c) to offices or positions required by law to be filled by appoint- 
ment of the President by and with the advice and consent of the Senate; 

(d) to the Department of Justice; 

(e) to the Judiciary Branch; 

(f) to the Civil Aeronautics Administration; 

(g) to the operational personnel of the Weather Bureau, National 
Bureau of Standards, the Field Office Service of the Bureau of 
Foreign and Domestic Commerce, Coast and Geodetic Survey, and 
the Bureau of Public Roads; 

(h) to the Patent Office; 

(2) to the Civil Aeronautics Board; 

(j) to employees under the provisions of the Foreign Service 
Act of 1946 as amended; 

(k) to construction personnel, International Boundary and 
Water Commission, United States and Mexico; 

(l) to employees in grades CPC-1 and 2 

Provided further, That when the total number of personnel in a depart- 
ment subject to this section has been reduced to 90 per centum of the total 
provided for in the budget estimates for 1953, this section may cease to 
apply. 

And the Senate agree to the same. 

Amendment numbered 55: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 55, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert: 
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Sec. 605. (a) No appropriation or authorization contained in this 
Act shall be available to pay— 
(1) for personal services of personnel above basic rates; 
(2) for transportation of things (other than mail); or 
(3) for travel of employees, 
more than 90 per centum of the amount which the budget estimates hereto- 
fore submitted in connection with appropriation or authorization con- 
templated would be expended therefrom for such purposes, respectively; 
and the total amount of each appropriation, any part of which is available 
for such purpose, is hereby reduced by an amount equal to 10 per centum 
of the amount requested in such budget estimates for such purpose less an 
amount representing the reduction, if any, between the amount requested 
for such purpose in the budget estimates and the amount appropriated 
herein for such purpose. 
(b) This section shall not apply to— 

(1) construction, International Boundary and Water Commis- 
sion, United States and Merico. 

(2) the Foreign Service, Department of State. 

(3) the Department of Justice. 

(4) the Civil Aeronautics Administration. 

(5) the Civil Aeronautics Board. 

(6) the operational personnel of the Coast and* Geodetic Survey, 
the Bureau of Public Roads, the National Bureau of Standards, and 
the Weather Bureau. 

(7) the Field Office Service of the Bureau of Foreign and,Domestic 
Commerce. 

(8) the Patent Office. 

(9) Bureau of the Census. 

(10) the Judiciary Branch. 

And the Senate agree to the same. 


Amendment numbered 56: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 56, and agree to the same with an amendment 
as follows: 

In line 3 of said amendment strike out ‘‘75” and insert in lieu thereof 

87%; and the Senate agree to the same. 

The committee of conference report in disagreement amendments 

numbered 4, 13, 21, 23, 24, 43, and 52. 


Joun J. Rooney, 
Danie. J. FLoop, 
Prince H. Preston, 
Frep MARSHALL, 
GrorGE Manon, 
Curr CLEVENGER, 
Managers on the Part of the House. 
Pat McCarran, 
KennetH McKe.uar, 
ALLEN J. ELLENDER, 
THEopore Francis GREEN, 
Stytes BripGEs, 
LEVERETT SALTONSTALL, 
Homer Frerauson (except as 
to amendment No. 18), 
Managers on the Part of the Senate, 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7289) making appropriations for the Departments 
of State, Justice, Commerce, and the Judiciary, for the fiscal year 
ending June 30, 1953, and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon and 
recommended in the accompanying conference report as to each of 
such amendments, namely: 


TirLe 1—DEPARTMENT OF STATE 





Amendment No. 1—Salaries and expenses: Appropriates $76,- 
000,000 as proposed by the House instead of $72,936,907 as proposed 
by the Senate. 

Amendment No. 2—Acquisition of buildings abroad: Appropriates 
$6,500,000 instead of $7,500,000 as proposed by the House and 
$3,000,000 as proposed by the Senate. 

Amendment No. 3—Contributions to international organizations: 
Appropriates $30,484,749 as proposed by the Senate instead of 
$27,923,163 as proposed by the House. 

Amendment No. 4—Contributions to international organizations: 
Reported in disagreement. 

Amendment No. 5—Missions to international organizations: Appro- 
priates $1,321,112 as proposed by the Senate instead of $1,400,000 as 
proposed by the House. 

Amendment No. 6—/Jnternational contingencies: Appropriates 
$1,500,000 instead of $2,000,000 as proposed by the House and 
$1,000,000 as proposed by the Senate. 

Amendments Nos. 7 and 8—Jnternational Boundary and Water 
Commission, United States and Mexico, construction: Provide that the 
Anzalduas Diversion Dam shall not be operated for irrigation or water 
supply purposes in the United States unless suitable arrangements 
have been made with the prospective water users for repayment to 
the Government of such portions of the costs of said dam as shall 
have been allocated to such purposes by the Secretary of State, as 
proposed by the Senate. 

Amendment No. 9—American sections, international commissions: 
Appropriates $505,344 as proposed by the Senate instead of $525,000 
as propoged by the House. 

oo eens No. 10—American sections, international commissions: 
Strikes out the provision of the Senate to make $45,000 available for 
American section, International Joint Commission. 

Amendment No. 11—ZInternational information and educatronal 
activities: Strikes out language of Senate to include television. 

Amendment No. 12—International information and_ educational 
activities: Appropriates $87,325,000 instead of $86,575,000 as proposed 
by the House and $88,556,516 as proposed by the Senate. 


5 
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Amendment No. 13—IJnternational information and educational 
activities: Reported in disagreement. 

Amendment No. 14—ZInternational information and educational 
activities: Strikes out the provision of the Senate stating that $7,967,- 
958 shall be available for the exchange of persons. 

Aniendment No. 15—G@eneral provisions —Department of State: 
Strikes out House language (sec. 111) as proposed by the Senate. 

Amendment No. 16—General provisions—Department of State, sec- 
tion 111: Inserts language proposed by the Senate. 

Amendment No. 17—General provisions — Department of State, sec- 
tion 112: Inserts language proposed by the Senate. 

Ame ndment No. 18—General provisions—Department of State, sec- 
tion 113: Strikes out language proposed by the Senate. 


Tirte II—DeEpARTMENT OF JUSTICE 
LEGAL ACTIVITIES AND GENERAL ADMINISTRATION 


Amendment No. 19—Salaries and expenses, general legal activities: 
Appropriates $9,900,000 instead of $9,750,000 as proposed by the 
House and $10,030,000 as proposed by the Senate. 

Amendment No. 20—Salaries and expenses, United States attorneys 
and marshals: Appropriates $13,750,000 as proposed by the House 
instead of $13,850,000 as proposed by the Senate. 


FEDERAL BUREAU OF INVESTIGATION 


Amendment No. 21—~Salaries and expenses: Reported in disagree- 
ment. 
FEDERAL PRISON SYSTEM 


Amendment No. 22—Buildings and facilities: Appropriates $824,000 
as proposed b. the Senate instead of $740,000 as proposed by the 
House. 

Amendment No. 23—Buildings and facilities: Reported in dis- 
agreement. 


GENERAL PROVISIONS—-DEPARTMENT OF JUSTICE 


Amendment No. 24—~Section 208: Reported in disagreement. 


Titte IT]—DepartMEentT oF COMMERCE 
OFFICE OF THE SECRETARY 


Amendment No. 25—Salaries and expenses: Appropriates $1,877,000 
instead of $1,850,000 as proposed by the House and $1,994,000 as 
proposed by the Senate. 

Amendment No. 26—Technical and scientific services: Appropriates 
$264,500 instead of $270,000 as proposed by the House and $259,000 
as proposed by the Senate. 


BUREAU OF THE CENSUS 


Amendment No. 27—Salaries and expenses, Bureau of the Census: 
Appropriates $6,810,935 instead of $6,975,000 as proposed by the 
House and $6,410,935 as proposed by the Senate. 
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Amendment No. 28—Seventeenth decennial census: Appropriates 
$1,700,000 instead of $1,750,000 as proposed by the House and 
$1,650,005 as proposed by the Senate. 

Amendment No. 29—Censuses of business, transportation, man ufac- 
tures and mineral industries: Appropriates $1,390,300 instead of 
$1,450,000 as proposed by the House and $1,330,617 as proposed by 
the Senate. 

Amendment No. 30—Census of agriculture: Appropriates $120,700 
instead of $125,000 as proposed by the House and $116,382 as pro- 
posed by the Senate. 

Amendment No. 31—Census of governments: Strikes out the proposal 
of the Senate to appropriate $806,841 for census of governments. 


CIVIL AERONAUTICS ADMINISTRATION 


Amendment No. 32—Salaries and expenses: Appropriates $105,- 
594,000 as proposed by the Senate instead of $106,470,000 as proposed 
by the House. 

Amendment No. 33—Establishment of air-navigation facilities: 
Appropriates $11,091,499 as proposed by the Senate instead of 
$13,091,499 as proposed by the House. 

Amendment No. 34—Technical development and evaluation: Appro- 
priates $1,162,972 as proposed by the Senate instead of $1,225,000 as 
proposed by the House. 

Amendment No. 35—Federal-aid airport program, Federal Airport 
Act: Appropriates $19,821,154 as proposed by the Senate instead of 
$20,000,000 as proposed by the House. 

Amendments Nos. 36 and 37—Federal-aid airport program, Federal 
Airport Act: Provide that $2,571,154 shall be available for necessary 
planning, research, and administrative expenses as proposed by the 
Senate instead of $2,750,000 as proposed by the House. 

Amendment No. 38—Maintenance and operation of public airports, 
Territory of Alaska: Appropriates $433,594 as proposed by the Senate 
instead of $435,000 as proposed by the House. 

Amendment No. 39—Transport aircraft development: Strikes out the 
proposal of the Senate to appropriate $1,383,074. 


BUREAU OF FOREIGN AND DOMESTIC COMMERCE 


Amendment No. 40—Departmental salaries and expenses: Appro- 
priates $2,792,932 as proposed by the Senate instead of $2,900,000 as 
proposed by the House. 

Amendment No. 41—Field office service: Appropriates $1,965,000 as 
proposed by the Senate instead of $1,925,000 as proposed by the 
House. 

Amendment No. 42—Exrport control: Appropriates $5,750,000 as 
proposed by the House instead of $5,504,300 as proposed by the 
Senate. 

NATIONAL BUREAU OF STANDARDS 


Amendment No. 43—Operation and administration: Reported in 
disagreement. 

Amendment No. 44- Operation and administration: Appropriates 
$1,351,000 as proposed by the Senate instead of $1,140,000 as pro- 
posed by the House. 
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Amendment No. 45—Research and testing: Appropriates $4,000,000 
as proposed by the House instead of $4,156,000 as proposed by the 
Senate. 

Amendment No. 46—Radio propagation and standards: Appropriates 
$2,750,090 as proposed by the House instead of $2,910,000 as proposed 
by the Senate. 

WEATHER BUREAU 


Amendment No. 47—Salaries and expenses: Appropriates $27,250,- 
000 instead of $27,000,000 as proposed by the House and $27,500,000 
as proposed by the Senate. 


Tirtte [V—Tue Jvupiciary 
OTHER COURTS AND SERVICES 


Amendment No. 48—Salaries of clerks of courts: Appropriates 
$4,991,850 instead of $4,900,000 as proposed by the House and 
$5,042,850 as proposed by the Senate. 

Amendment No. 49—Probation system: Appropriates $2,420,000 as 
proposed by the House instead of $2,445,500 as proposed by the 
Senate. 

Amendment No. 50—Miscellaneous salaries: Appropriates $2,900,- 
000 as proposed by the House instead of $2,955,500 as proposed by the 
Senate. 

Amendment No. 51—Miscellaneous expenses: Appropriates $837,200 
as proposed by the House instead of $855,200 as proposed by the 
Senate. 

GENERAL PROVISIONS—THE JUDICIARY 


Amendment No. 52—Section 404: Reported in disagreement. 


Titte VI—GENERAL PROVISIONS 


Amendments Nos. 53 and 54—<Section 604: Restore the provision 
of the House with certain amendments and strike out substitute 
provision proposed by the Senate. 

Amendment No. 55—Section 605: Inserts provision of the Senate 
with certain amendments. 

Amendment No. 56—WSection 606: Inserts language as proposed by 
the Senate with an amendment proposed by the House. 


JoHN J. Rooney, 
Danie. J. Fioop, 
Prince H. Preston, 
Frep MARSHALL, 

‘_ _ . Tv 

GrorGE Manon, 

CuirF CLEVENGER, 

Managers on the Part of the House. 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO 
ISSUE A PATENT IN FEE TO WILLIAM JENNINGS 


Jury 3, 1952.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. McMutuen., from the Committee on Interior and Insular Affairs, 
submitted the following 


UNIV. OF MICH. 
JUL 15 1952 


“AW BRAR si sins 
Nhe Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 7304) authorizing the Secretary of the In- 
terior to issue a patent in fee to William Jennings, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

Page 1, line 6 through line 11, and page 2, lines 1 through 11, strike 


out the language on these lines and insert in lieu thereof the following: 


REPORT 


{To accompany H. R. 7304] 


The west half of the northwest quarter of section 36; the northwest quarter, the 
southwest quarter of the southeast quarter, the south half of the southwest quarter 
and lots 1, 2, and 4 of section 35; the south half of the southeast quarter of section 
34, township 2 south, range 34 east, principal meridian, Montana; and lots 3 and 
4 of section 2; lots 1 and 2 and the southhalf of the northeast quarter of section 3 
the southeast quarter of section 4; the northwest quarter of the northeast quarter 
of section 9, township 3 south, range 34 east, principal meridian, Montana, con- 
taining in all one thousand seventy-nine and two one-hundredths acres more 


‘ yT 
less, 


EXPLANATION OF THE BILL 


The bill authorizes and directs the Secretary of the Interior to issu 
a patent in fee to William Jennings for the remainder of his homestead 
allotment on the Crow Indian Reservation, Mont., comprising 319.10 
acres, and certain inherited and acquired lands, for a total of 1,079.02 
acres. 

Legislation is necessary in this matter due to the fact that the act 
of June 4, 1920 (41 Stat. 751), provides that a Crow Indian allottee 
shall not sell more than one-half of his homestead, or 320 acres thereof. 

Apparently Mr. Jennings is qualified to conduct his affairs without 
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governmental supervision. Therefore, the committee unanimously 
report and urge the passage of this bill as amended. The bill was 
amended to correct land description. 


The favorable report of the Department of the Interior reads as 
follows: 
Unirep StaTes DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 1, 1962. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

My Dear Mr. Murpock: Reference is made to vour request for a report on 
H. R. 7304, a bill authorizing the Secretary of the Interior to issue a patent in 
fee to William Jennings. 

I recommend that the bill be enacted, if modified to include the suggested 
changes set forth below. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to William Jennings for the remainder of his homestead allotment 
No. 3306 on the Crow Reservation, Mont., comprising 319.10 acres, and certain 
inherited and acquired lands. The act of June 4, 1920 (41 Stat. 751), provides 
that a Crow Indian allottee shall not seli more than one-half of his homestead, 
or 320 acres thereof. For this reason the enactment of legislation is necessary 
to authorize the allottee to sell all the homestead land described in the bill. 

It appears that Mr. Jennings is qualified to conduct his affairs without govern- 
mental supervision or protection. Alienation of the land will not adversely 
affect other Indian interests and will not interfere with the administration of the 
land-use program of the Crow Tribe. However, the area described in lines 8 
and 9 of the bill as ‘‘a strip three rods wide and one-quarter mile long in the 
southeast quarter of the northeast quarter’ should be eliminated for the reason 
Mr. Jennings owns only an undivided two-ninths interest therein, It is further 
recommended that his inherited and acquired land on which he has established 
his home, described as the N4MSE%, N’SW sec. 36; lot 3andthe NWSE sec. 
35, T.258., R. 34 E., comprising 239.78 acres, be also eliminated from the bill 
for the reason Mr. Jennings is indebted to the Crow Tribe for a loan of approxi- 
mately $2,500 and the land is needed as security. When the loan has been paid 
a patent in fee may be issued to Mr. Jennings without legislation. 

In view of this situation, and for the reason there are certain errors in the land 
description as shown in the bill, it is recommended that the bill describe only the 
following land: 

“The west half of the northwest quarter of section 36; the northwest quarter, 
the southwest quarter of the southeast quarter, the south half of the southwest 
quarter and lots 1, 2, and 4 of section 35; the south half of the southeast quarter 
of section 34, township 2 south, range 34 east, principal meridian, Montana; and 
lots 3 and 4 of section 2; lots 1 and 2 and the south half of the northeast quarter 
of section 3; the southeast quarter of section 4; the northwest quarter of the north- 
east quarter of section 9, township 3 south, range 34 east, principal meridian, 
Montana, containing in all one thousand seventy-nine and two one-hundredths 
acres more or less.” 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
R. D. SEARLEs, 
Acting Secretary of the Interior. 


O 
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AUTHORIZING THE ISSUANCE OF A PATENT IN FEE TO 
WALTER ANSON PEASE 


JuLY 3, 1952.—Committed to the Committee of the Whole House and ordered t 
be printed 


Mr. Murpock, from the Committee on Interior and Insular Affairs, 
submitted the following 


‘JNIV. OF MICH. 
JUL 15 1952 
\ VW Bk Al ARY 


The Cossaaitine on Interior and Insular Affairs, to whom was 
referred the bill (S. 2573) authorizing the issuance of a patent in fee 
to Walter Anson Pease, having considered the same, re cons favorably 
thereon without amendment and recommend that the bill do pass. 


REPORT 


[To accompany 8. 2573] 


EXPLANATION OF THE BILL 


This bill, if enacted, will authorize and direct the Secretary of the 
Interior to issue a patent in fee to Walter Anson Pease for the re- 
mainder of his allotment No. 3452, on the Crow Reservation, Mont., 
comprising 983.72 acres. 

The act of June 4, 1920 (31 Stat. 754), provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead, or 320 acres 
thereof. For this reason the enactment of legislation as proposed is 
necessary to authorize the allottee to all the land described in the bill. 

It appears that Mr. Pease is qualified to conduct his affairs without 
governmental supervision or protection. He does not live on the 
reservation and is not dependent upon the Government for his 
livelihood. 

The Secretary of the Interior recommends the enactment of the bill, 
and advises that the Bureau of the Budget indicates that it has no 
objection to the passage of this bill. 
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A copy of the Secretary of the Interior’s report, dated April 7, 1952, 
to the Senate committee, is attached hereto and made a part of this 
report, as follows: 
DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 

Washington, D. C., April 7, 1982. 
Hon. JosepuH C. O’ MAHoney, 
Chairman, Committee on Interior and Insular Affairs, 

United States Senate. 


My Dear Senator O’Manoney: Reference is made to your request for a 
report on 8S. 2573, a bill authorizing the issuance of a patent in fee to Walter 
Anson Pease. 

I recommend that the bill be enacted. 

The bill would authorize and direct the Secretary of the Interior, upon applica- 
tion in writing to issue a patent in fee to Walter Anson Pease for the balance 
of his allotment No. 3452 on the Crow Reservation, Mont., comprising 983.72 
acres. He has heretofore coveved 40 acres of his homestead land to another 
Indian. The act of June 4, 1920 (41 Stat. 751), provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead, or 320 acres thereof. 
For this reason the enactment of legislation is necessary to authorize the allottee 
to sell all the land described in the bill. 

It appears that Mr. Pease is qualified to conduct his affairs without govern- 
mental supervision or protection. He does not live on the reservation and is 
not dependent upon the Government. for his livelihood. Alienation of the land 
will not adversely affect other Indian interests and will not interfere with the 
administration of the land-use program of the Crow Tribe. In view of this 
situation, it is recommended that section 2 of the bill be deleted. 

The NEYSW4 see. 2, T. 1 S., R. 27 E., containing 40 acres, was inadvertently 
omitted from the bill. There is no objection to the disposal of this tract and 
it is therefore recommended that it be included. ‘The total acreage named in 
the bill will then be correct. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to vour committee. 

Sincerely vours, 





DALE E. Dory, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs unanimously 
ORT 


recommends the enactment of S. 2573. 


cr 


aor 
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CHANGING THE NAME OF THE SOUTH COULEE DAM IN 
THE COLUMBIA BASIN PROJECT TO DRY FALLS DAM 


Juty 3, 1952.—Referred to the House Calendar and ordered to be printed 


Mr. Murpock, from the Committee on Interior and Insular Affairs, 
submitted the following 


UNIV. OF MICH. REPORT 
JUL 15 {952 {To accompany 38. J. Res. 74] 


TheAWnmBRARY Interior and Insular Affairs, to whom was 
referred the bill (S. J. Res. 74) to change the name of the South 
Coulee Dam in the Columbia Basin project to Dry Falls Dam, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


This measure would change the name of the South Coulee Dam 
in the Columbia Basin project, Washington, to Dry Falls Dam. It 
requires no expenditure of Federal funds. 

The name “ Dry Falls Dam” would have interest value because the 
Dry Falls is a well-known and spectacular feature of considerable 
historical importance. 

The proposed change has had the endorsement, the committee is 
advised, of civic leaders and chambers of commerce in the affected 
area. 

The Bureau of the Budget and the Department of the Interior have 
no objection to the enactment of the resolution, and their reports to 
the chairman of the Senate Committee on Interior and Insular 
Affairs are hereinbelow set forth in full and made a part of this report. 
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Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGeEt, 
Washington, D. C., August 23, 1941, 
Hon. JoserpH C. O’Manoney, 
Chairman, Senate Committee on Interior and Insular Affairs, 
Washington, D. C. 

My Dear Mr. Cuairman: This is in answer to your letter of May 17, 1951, 
requesting the Bureau of the Budget to comment on Senate Joint Resolution 74, 
to change the name of the South Dam in the Columbia Basin project to Dry 
Falls Dam. 

The Bureau of the Budget would have no objection to favorable action on 
Senate Joint Resolution 74. 

Sincerely yours, 
EF, J. Lawvon, Director. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 28, 1951. 
Hon. Josepu C. O’MaHoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 
My Dear Senator O’Manoney: We are glad to comply with your request for 
a report on Senate Joint Resolution 74, to change the name of South Dam in the 
Columbia Basin project to Dry Falls Dam. 
+ This Department has no objection to the enactment of the resolution. 
* The name “Dry Falls Dam’ would have interest value because the Dry Falls 
is a well-known and spectacular feature of considerable historical importance. 
The official full name of the structure referred to in the bill as “South Dam” 
is “South Coulee Dam.’’ Your committee may wish to change the resolution 
accordingly. 
We have been advised by the Bureau of the Budget that there is no objection 
to the presentation of this report to your committee. 
Sincerely yours, 
Wituiam E. WarRNE, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs unanimously 
recommends the enactment of Senate Joint Resolution 74. 
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PROVIDING FOR THE TRANSFER OF CERTAIN LANDS IN 
THE STATE OF IDAHO TO THE IDAHO RANCH FOR 
YOUTH, INC. 


JuLy 3, 1952.—Committed to the Committee of the Whole House and ordered to 
be printed 


Mr. Murpock, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8S. 1876] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1876) to provide for the transfer of certain lands 
in the State of Idaho to the Idaho Ranch for Youth, Inc., having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of the bill is to convey 2,560 acres of the public domain 
to the Idaho Ranch for Youth, Inc., upon payment of the appraised 
value thereof as determined by the Secretary of the Interior, for the 
purpose of maintaining a home for training of homeless, needy, and 
delinquent boys and girls. 

Since a considerable sum will have to be spent by the corporation in 
the construction of buildings, the sinking of wells, land leveling, and 
similar works, provision has been made in the bill to permit payment 
of the purchase price of the land in installments and to provide a 
5-year development period before the initial payment becomes due. 
The reports of the Bureau of the Budget and the Department of the 
Interior, to the chairman of the Senate Committee on Interior and 
Insular Affairs, stating there is no objection to the enactment of the 
bill, are hereinbelow set forth in full and made a part of this report. 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., September 11, 1951. 
Hon. Josern C. O’ MAHONEY, 


Chairman, Senate Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 
My Dear Senator O’Manoney: This is in reply to your request of July 20, 
1951, for the views of this office with respect to S. 1876, a bill to provide for the 
transfer of certain lands in the State of Idaho to the Idaho Ranch for Youth, Ine. 
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It appears that S. 1876 is intended to supersede S. 132 of the same title, and 
that it incorporates certain amendments suggested by the Department of the 
Interior with respect to the latter bill, including provision that conveyance of the 
2,560 acres of the public domain, described therein, to the Idaho Ranch for 
Youth, Inc., shall be made upon payment of the appraised value thereof as 
determined by the Secretary of the Interior. The report which-the Secretary 
of the Interior is making to your committee interposes no objection to the 
enactment of S. 1876. 

This office sees no objection to the enactment, of this measure. 

Sincerely yours, 
Eimer B. Sraats, 
Acting Director. 





Unitrep States DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 
Washington, D. C., September 28, 1951. 
Hon. Joserx C. O’ MAnHoney, 

Chairman, Committee on Interior and Insular Affairs, 

United States Senate, Washington, D. C. 

My Dear Senator O’Manoney: We are glad to respond to your invitation 
for an expression of the views of this Department on 8S. 1876, a bill to provide 
for the transfer of certain lands in the State of Idaho to the Idaho Ranch for 
Youth, Ine. 

We interpose no objection to the enactment of the bill. 

The bill would authorize the conveyance, upon payment in full of the appraised 
price, of all right, title, and interest of the United States, except mineral rights, 
in approximately 2,500 acres of public domain to the Idaho Ranch for Youth, 
Inc., for the purpose of maintaining a home for training of homeless, needy, 
and delinquent boys and girls. 

All information that the Department has concerning the proposed Idaho 
Ranch for Youth, Inc., indicates that the cause which would be served by the 
conveyance of the lands is a worthy one and that its sponsors are sincere. Since 
a considerable sum will have to be expended by the corporation in the construc- 
tion of buildings, the sinking of wells, land leveling, and similar works, the pro- 
visions of the bil! permitting payment of the purchase price of the land is install- 
ments and providing a 5-year dzvelopment period before the initial payment 
becomes due appear to be reasonable. 

The Bureau of the Budget has advised that there is no objection to the pres- 
entation of this report to your committee. 

Sincerely yours, 
Wiuuram E, WarRNgE, 
Assistant Secretary of the Intertor. 


The Committee on Interior and Insular Affairs unanimously recom- 
mends that S. 1876 be enacted. 
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ESTABLISHMENT OF VETERANS’ ADMINISTRATION 
DOMICILIARY FACILITY AT FORT LOGAN, COLO. 


Jury 3, 1952.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Rank, from the Committee on Veterans’ Affairs, submitted the 
following 


UNIV. OF MICH. 


REPORT 


[To accompany 8S. 2584] 


JUL 15 1959 
AV ABRARY 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(S. 2584) to provide for the establishment of a Veterans’ Administra- 
tion domiciliary facility at Fort Logan, Colo., having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


EXPLANATION OF THE BILL 


The committee adopts the report of the Senate Committee on 
Finance. 

The purpose of the bill is to provide for the establishment, operation, 
and maintenance of a facility for the domiciliary care of veterans at 
Fort Logan, Colo., on property now in the possession of the Veterans’ 
Administration. 

A resolution of the former Federal Board of Hospitalization, 
adopted May 29, 1946, and approved by the President on June 8, 1946, 
authorized the Administrator of Veterans’ Affairs to enter into an 
agreement with the then War Department for the transfer of the Fort 
Logan station hospital at Fort Logan, Denver, Colo., to the Veterans’ 
Administration and to provide temporarily at that location a 300- 
bed veterans’ hospital for general medical and tuberculosis cases. On 
October 22, 1946, the Veterans’ Administration hospital at Fort 
Logan was activated. 

In September 1951 the Veterans’ Administration vacated the Fort 
Logan Hospital, which at that time had a capacity of 326 beds, and 
moved into its new 500-bed general medical and surgical hospital in 
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Denver. Recommendation was made that the Veterans’ Administra- 
tion continue to operate the Fort Logan Hospital as a domicilary home. 
‘Your committee favors the establishment, operation, and mainte- 
nance by the Veterans’ Administration of the Fort Logan Hospital as 
an additional domiciliary home. 
The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 27, 1952. 
Hon. Joun EK. Raykiy, 

Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. RANKIN: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 6403 and H. R. 6466, Eighty-second Congress, 
identical bills, each entitled ‘‘A bill to provide for the establishment of a Veterans’ 
Administration domiciliary facility at Fort Logan, Colorado,’ which reads as 
follows: ; 

That the Administrator of Veterans’ Affairs is hereby authorized and directed 
to establish, operate, and maintain on the property now in the possession of the 
Veterans’ Administration at Fort Logan, Colorado, a facility for the domiciliary 
care of veterans eligible therefor under laws administered by the Veterans’ 
Administration. 

“Sec. 2. Such sums.as are necessary to carry out the provisions of this Act are 
authorized to be appropriated.”’ 

The purpose of the bills is to provide for the establishment, operation, and 
maintenance of a facility for the domiciliary care of veterans at Fort Logan, Colo., 
on property now in the possession of the Veterans’ Administration. 

A resolution of the former Federal Board of Hospitalization, adopted May 29, 
1946, and approved by the President on June 8, 1946, authorized the Adminis- 
trator of Veterans’ Affairs to enter.into an agreement with the then War Depart- 
ment for the transfer of the Fort Logan station hospital at Fort Logan, Denver, 
Colo., to the Veterans’ Administration and to provide temporarily at that location 
a 300-bed veterans’ hospital for general medical and tuberculosis cases, On 
October 22, 1946, the .Veterans’ Administration hospital at Fort Logan was 
activated. 

In September 1951 the Veterans’ Administration vacated the Fort Logan 
hospital which at that time had a capacity of 326 beds and moved into its new 
500-bed general medical and surgical hospital in Denver. Recommendation was 
made that the Veterans’ Administration continue to operate the Fort Logan 
hospital as an additional domiciliary home. However after carefully considering 
the use to be made of the property the President. determined that the over-all 
interests of the Government would be served best and most economically by 
continuing this institution in use as a hospital and making it available to the 
Bureau of Indian Affairs to meet its critical need for beds. I making this deter- 
mination the President took into consideration the very high prevalance of tuber- 
culosis among Indians particularly among the Navajos and the large backlog 
of known cases for whom no hospital beds are available. The President also stated 
that this course of action will obviate the need for constructing a 200-bed Indian 
hospital for which authorization now exists. 

he President requested that the Fort Logan hospital be made immediately 
available to the Secretary of the Interior on a temporary occupancy basis pending 
the securing of necessary legal authority for its transfer. However, advice was 
received from the Secretary of the Interior that the Bureau of Indian Affairs will 
not be in a position to take over the hospital until an appropriation is obtained 
along with the necessary legal authority. The Secretary of the Interior asked the 
Veterans’ Administration to retain actual custody of the hospital until necessary 
funds are appropriated and the Veterans’ Administration has agreed to retain 
protective custody pending appropriation of funds to the Department of the 
Interior to cover operation and maintenance costs and certain remodeling work. 
Language authorizing formal transfer of the property, together with funds for its 
repair, equipment, and operation is included in the 1953 budget (p. 766, H. Doc. 
No. 285, 82d Cong., ‘The Budget of the United States Government for the fiscal 
year ending June 30, 1953”). However, this language was not contained in the 
Interior Department appropriation bill, 1953 (H. R. 7176, 82d Cong.) which 
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passed the House on March 27, 1952. The report of the House Committee on 
Appropriations (Rept. No. 1628, 82d Cong.) on page 8, included the following: 

“The budget included a proposal to transfer the Veterans’ Administration 
hospital facility located at Fort Logan, Colo., to the Bureau of Indian Affairs. 
This transfer is not approved and the funds programed for its operation amounting 
to $875,807 have not been allowed.’ 

The mentioned appropriation bill is presently pending before the Senate 
Committee on Appropriations. 

Advice has been received from the Bureau of the Budget that the enactment of 
the proposed legislation would not be in accord with the program of the President 

Sincerely vours, 
Carut R. Gray, Jr., Administrator. 
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LANDS RESERVED FOR EDUCATIONAL PURPOSES IN 
ALASKA MAY BE LEASED FOR PERIODS NOT IN EXCESS 
OF 99 YEARS 


Juty 3, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Bentsen, from the Committee on Interior and Insular Affairs, 
submitted the following 


NTV. OF MICH. REPORT 
Ae es 195? [To accompany H. R. 1951] 


Ay pt VW 
“The Chu Xe on Interior and Insular Affairs, to whom was re- 
ferred the bill CH. R. 1951) to provide that lands reserved to the 
Territory of Alaska for educational purposes may be leased for periods 
not in excess of 99 years, having considered the same, report favorably 


thereon without amendment and recommend that the bill do pass. 
EXPLANATION OF THE BILL 


The purpose of this bill is to provide that lands reserved to the 
Territory of Alaska for educational purposes may be leased for periods 
not in excess of 99 years. At the present time sections 16 and 36 in 
each township in the Territory of Alaska are reserved from sale or 
settlement for the support of common schools in the Territory of 
Alaska. Under the present law the Territory may, by general law, 
provide for leasing said land not to exceed one section to any one 
person, association, or corporation for not longer than 10 years at 
any one time. Revenue from the leasing of these lands is reserved 
for school purposes. This bill would increase this lease time limita- 
tion from 10 years to 99 years to encourage leases for the purposes 
intended to yield greater income to the school fund through the 
construction of permanent structures and to meet the long-term-lease 
requirements provided in the National Housing Act. ‘The committee 
was advised that there is a possibility of leasing these school sections 
near one or two of the larger cities of Alaska for housing developments, 
and, therefore, the revision of the time limitation was thought desir- 
able. This bill would not involve an expenditure of Federal funds. 

The favorable report of the Department of the Interior is attached. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 3, 1962. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Murpock: This is in reply to the request of your committee for a 
report on H. R. 1951, a bill to provide that lands reserved to the Territory of 
Alaska for educational purposes may be leased for periods not in excess of 99 years. 

I have no objection to the enactment of this bill. 

The second proviso of the act of March 4, 1915, as amended (48 U. S. C., 
1946 ed., sec. 353) authorizes the Territory of Alaska to lease certain lands re- 
served from sale or settlement fo1 the support of common schools in the Territory— 

‘‘* * * jin area not to exceed one section to any One person, association, or 
corporation for not longer than ten years at any one time’’. 

H. R. 1951 would permit the issuance of leases for a term of up to 99 years 
instead of the 10-year maximum now in effect under the 1915 act. his proposal 
to broaden the scope of the Territory’s discretion in issuing leases for lands 
reserved for the benefit of Territorial schools seems entirely proper. I believe that 
the Territory can best determine for itself the term for which its leases should be 

ssued. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your Committee. 

Sincerely yours, 
Date E. Dory, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


38 Strat. 1214 


(48 U. S. C., SEC. 353) 


Provided further, That the Territory may, by general law, provide for leasing said 
land in area not to exceed one section to any one person, association, or corporation 
for not longer than [ten] ninety-nine years at any one time: 

Enactment of H. R. 1951 is unanimously recommended by the 
Committee on Interior and Insular Affairs. 
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AUTHORIZING A DEPOSITORY FOR KLAMATH TRIBAL 
LOAN FUNDS 


JuLy 3, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


ns 


Mr. McMu tL ten, from the Committee on Interior and Insular Affairs, 
eet 10. ee submitted the following 
NIV. OF MICH. : 


_IBRARY {To accompany H. R. 3363) 


‘ 
tit ¥¥ 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3363) to authorize a depository for Klamath 
tribal loan funds, having considered the same, reports favorably 
thereon with amendments and recommends that the bill do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 

AMENDMENTS TO H. R, 3363 


That the Secretary of the Interior is authorized to advance funds from the re- 
imbursable loan fund established by section 2 of the Act of August 28, 1937 (50 
Stat. 872, 25 U.S. C., sec. 531), as amended, to a bonded officer of the Klamath 
Tribal Loan Board upon request of the General Council of the Klamath and 
Modoe Tribes and the Yahooskin Band of Snake Indians (hereinafter referred to 
as the “‘Klamath Tribes’’), for deposit in a National or State bank or banks in- 
sured by the Federal Deposit Insurance Corporation and designated by the 
Board. Disbursements from the bank depository may be made by a bonded 
representative of the Klamath Tribal Loan Board for payment of administrative 
expenses of the Board, and for the purpose of making loans to members and 
associations of members of the Klamath Tribes for any purpose which will promote 
their economic development, for educational advancement, for financial assist- 
ance in cases of illness, death, or other emergency, and for the maintenance and 
support of the aged, infirm, and incapacitated members. 

Sec. 2. Repayments on loans made by the Klamath Tribal Loan Board from 
its bank depository under section 1 of this Act, and interest, service fees, and 
other charges on such loans shall be deposited in the bank depository and be 
available for further loans by the Board, and for the payment of administrative 
expenses, ' 

Sec. 3. Acceptance of funds by the Klamath Tribal Loan Board pursuant to 
—_ Act shall relieve the Secretary of his trust as to funds advanced and accruals 
thereto. 
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EXPLANATION OF THE BILL 


The bill, as amended, has as its purpose the authorization to the 
Klamath Indians of Oregon the use of their funds for making loans to 
the members of the tribe. This measure may well be considered a step 
in the direction of terminating governmental supervision and control 
over the Klamath Indians in that the measure gives to the Klamath 
Loan Board the authority to make loans from their loan fund without 
the supervision of the Secretary of the Interior. 

The act of August 28, 1937 (50 Stat. 872) authorizes the Secretary 
of the Interior to establish a reimbursable Joan fund in the Treasury 
of the United States from tribal funds belonging to the Klamath Tribe. 
The fund, as created, is administered by a loan board composed of not 
to exceed five members of the Klamath Tribe, all of whom are elected 
by adult members of the Klamath Tribe for terms of 3 years. The 
purpose of the fund is to make available loans to individual members 
of the tribe for industrial and agricultural assistance and construction 
and improvement of homes, including purchase of land, equipment, 
livestock, tools, household goods, or other equipment or supplies 
necessary to fit the Indians for farming, livestock raising, for educa- 
tional advancement, and for financial assistance in cases of illness, 
death, or other emergency. Upon approval of loan, disbursement is 
made by a Government disbursing officer, each loan agreement is 
assigned a Government contract number and repayment is made to 
the Government disbursing officer for deposit in the United States 
Treasury. In short, accounting and collecting are largely responsi- 
bilities of the Federal Government. Practically speaking, the present 
law gives the loan board considerable authority but reserves to the 
Federal Government the actual responsibility for administration of the 
fund. This is done under rules and regulations prescribed by the 
Secretary of the Interior pursuant to the act of August 28, 1937. 

This bill provides that upon the request of the Klamath General 
Council, funds on deposit in the Treasury to the credit of the reim- 
bursable loan fund be advanced to a bonded representative of the 
loan board for deposit in a National or State bank. Under the pro- 
visions of the bill, when a loan is made disbursements will be made 
from the bank depository. Repayments on loans, including interest 
and other charges collected thereon, would be deposited in the bank 
depository and be available for further loans or the payment of ad- 
ministrative expenses. 

The committee amended the bill pursuant to the suggestion of the 
Department of the Interior exeept that the committee did not follow 
the recommendation of the Secretary of the Interior wherein he sug- 
gested that the Secretary be permitted to prescribe rules and regula- 
tions with respect to the advancement of funds to the board. It is 
the belief of the committee that the Congress should initiate a program 
with these Indians to encourage their absolute administration over 
their own affairs without supervision or control of the Secretary of the 
Interior. The procedure as contemplated by the bill will give to the 
Congress a good demonstration of the ability of the Indians to handle 
their own funds without the direction of the Secretary of the Interior. 

It is felt that this tribe is one of the best to test with respect to the 
Indians’ management of their own financial affairs. The committee 
therefore unanimously reports and urges the passage of the bill. 








AUTHORIZE DEPOSITORY FOR KLAMATH TRIBAL LOAN FUNDS 3 


The favorable report of the Department of the Interior reads as 
follows: 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 4, 1962. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

My Dear Mr. Murpock: Reference is made to your request for a report on 
H. R. 3363, a bill to authorize a depository for Klamath tribal loan funds. 

I am in favor of the principles embodied in this measure, and recommend the 
enactment of H. R. 3363 with the revisions embodied in the enclosed redraft of 
the bill. 

The act of August 28, 1937 (50 Stat. 872), authorized the establishment of a 
reimbursable loan fund on the books of the Treasury from tribal funds of the 
Klamath Indians. As of June 30, 1950, there was an available balance, including 
interest, of $162,202.28 in the fund, and loans receivable totaled $401,999.89. The 
fund is administered by a loan board composed of three Indians elected by the 
Klamath General Council for terms of 3 years. When loans from the fund are 
approved, disbursements are made by a bonded Government disbursing officer. 
Each loan agreement is assigned a Government contract number. Repayments 
are made to the bonded Government disbursing officer and are deposited in the 
Treasury. 

Under the present procedure, the Loan Board has considerable authority 
without responsibility. Accounting for the fund and collections are largely the 
reqponalsy of Government employees. 

he revisions embodied in the enclosed redraft are for the purpose of clarifying 
the procedure to be followed under the bill. As so revised, H. R. 3363 would 
rovide that upon the request of the General Council, funds on deposit in the 
Teaneary to the credit of the reimbursable loan fund may be advanced to a bonded 
representative of the Loan Board for deposit in a National or State bank. When 
loans are made, disbursements will be made from the bank depository. Dis- 
bursements for administrative expenses likewise will be made from the bank 
account. When repayments are made on loans, or interest or other charges 
collected thereon, the receipts will be deposited in the bank depository and be 
available for further loans or the payment of administrative expenses. The bill 
does not alter the requirement of section 3 of the act of August 28, 1937, that the 
expenses of administration may not exceed the amount received from service fees, 
surcharges, and interest paid on loans. Moreover, the provisions of that act 
would continue to govern aspects of the Klamath loan process not dealt with 
specifically in the bill. _ ‘ 

This bill will place greater responsibility on the Loan Board than it now has. 
Loan accounting records will be maintained by the Board, and it will be responsible 
for making collections on loans. The bill will not disturb or alter loan-agreement 
contracts now in effect, on which the records will be kept and collections made by 
Government employees, until the contracts are repaid. 

The procedure proposed by this bill is similar to«that followed on loans to 
tribes from the revolving fund established by the act-of June 18, 1934 (48 Stat. 
984, 986), as amended. 

I believe that H. R. 3363 should assist in improving operations of the Klamath 
Loan Board. I have not been entirely satisfied, either with the type of loans 
being made from the Klamath reimbursable loan fund, or with the collection 
record up to the present time. Far too many loans are being made for non- 
productive purposes. Although probably most of the loans made to date are 
collectible, payments on many of them have not been kept current, and the 
amount delinquent is too large. It may be that the board’s dependence upon 
Government employees to make collections results in inadequate consideration 
of applications at the time some of them are approved. The following shows 
the delinquency record for the past 2 years: 


| June 30, 1949 | June 30, 1950 








ee ee Doce os Be | $371,202.20 $401, 999. 89 
Amount delinquent. --._.- er 32, 379. 87 20, 831. 30 
8.72 


Percent of unpaid balance delinquent 5. 18 
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The Comptroller General and Secretary of the Treasury in reports to the Bureau 
of the Budget dated August 13 and October 19, 1951, respectively, noted the lack 
of any requirement in the bill as to the safety of the tribal funds to be deposited 
in banks. The Secretary of the Treasury suggested that, if the funds deposited 
in commercial banks are intended to be secured by the pledge of collateral security, 
the bill be amended to require the Secretary of the Treasury rather than the 
Secretary of the Interior to designate the commercial depository, which would 
bring the deposits within the provisions of 12 United States Code 265, and would 
permit the Seeretary of the _emcrea to require collateral security for the safe- 
keeping and prompt payment of such funds. 

I do not believe the funds of the Loan Board need security requirements in 
addition to those included in the proposed redraft of the bill, nor do I believe the 
funds should be made subject to the provisions of 12 United States Code 265. 
The Loan Board should be permitted to operate as nearly as possible in accordance 
with customary commercial procedures. It should not be handicapped by pro- 
cedures that are not applicable to other lenders, and it should not be given any 
special privileges that are not enjoyed by other lenders, such as the pledging of 
collateral security for the safekeeping and prompt payment of the funds deposited 
in banks. 

The Bureau of the Budget has advised me that there is no objection to the 
submission of this report to vour committee. 

Sincerely vours, 
Masvin G. Wuire, 
Acting Assistant Secretary of the Interior. 


H. R. 3363 anv S. 1174 Were RecomMENDED AMENDMENTS 
A BILL To authorize the deposit of Klamath tribal loan funds in approved depositories. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Interior is authorized 
to advance funds from the reimbursable loan fund established by section 2 of the 
Act of August 28, 1987 (50 Stat. 872, 25 U. 8. C., sec. 531), as amended, to a 
bonded officer of the Klamath Tribal Loan Board upon request of the General 
Council of the Klamath and Modoc Tribes and the Yahooskin Band of Snake 
Indians (hereinafter referred to as the ‘‘Klamath Tribes’’), for deposit in a Na- 
tional or State bank or banks insured by the Federal Deposit Insurance Corpora- 
tion and designated by the Board. Disbursements from the bank depository may 
be made by a bonded representative of the Klamath Tribal Loan Board for pay- 
ment of administrative expenses of the Board, and for the purpose of making 
loans to members and associations of members of the Klamath Tribes for any 
purpose which will promote their economic development, for educational advance- 
ment, for financial assistance in cases of illness, death, or other emergency, and 
for the maintenance and support of the aged, infirm, and incapacitated members. 

Sec. 2. Repayments on loans made by the Klamath Tribal Loan Board from 
its bank depository under section 1 of this Act, and interest, service fees, and 
other charges on such loans shall be deposited in the bank depository and be 
available for further loans by the Board, and for the payment of administrative 
expenses, 

Sec. 3. The Secretary of the Interior shall prescribe rules and regulations with 
respect to advances of funds to the Board, loans by the Board, disbursements, 
repayments, administrative expenses, accounting records, and such other matters 
as may be necessary to secure the reimbursable loan fund against loss. 
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AUTHORIZING AN INVESTIGATION AND REPORT ON THE 
ADVISABILITY OF A NATIONAL MONUMENT IN BROOK- 
LIN, &.: ¥. 


Juty 3, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Murpock, from the Committee on Interior and Insular Affairs, 
submitted the following 


UNIV. OF MICH. 
JUL 15 1952 


“rW LIBRARY 

The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6891) to provide for the acquisition, restora- 
tion, and maintenance of the burial ground of 256 Maryland heroes 
of the American Revolution and erection of a suitable memorial, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendments are as follow: 

Strike all after the enacting clause and insert in lieu thereof the 
following: 


REPORT 


[To accompany H. R. 6891] 


That the Secretary of the Interior is hereby authorized and directed to make an 
investigation and report thereon to the Congress at not later than March 1, 1953, 
with respect to the advisability of establishing a national monument in Brooklyn, 
New York, in honor of 256 Maryland heroes who fell in combat during the battle 
of Brooklyn on the 27th day of August 1776. The report to the Congress shall 
include information regarding the following: 

(1) National historical importance of such a memorial; 

(2) Nature of burial site, identity of exact site of burial, size and present-day 
conditions of site, including improvements thereon; 

(3) Complete cost for the establishment of such memorial; 

(4) Cost of maintenance of such a memorial and amount thereof that will be 
paid for by the city of New York and/or the State of New York; and 

(5) Recommendations. 


Amend the title so as to read: 


A bill to authorize an investigation and report on the advisability of a national 
monument in Brooklyn, New York 
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EXPLANATION OF THE BILL 


As amended, H. R. 6891 authorizes and directs the Secretary of the 
Interior to make an investigation and submit a report thereon to the 
Congress not later than March 1, 1953, with respect to the advis- 
ability of establishing a national monument in Brooklyn, N. Y., in 
honor of 256 Maryland soldiers killed in the Battle of Brooklyn on 
August 27, 1776. The bill stipulates that the report shall include the 
following information: 

(1) National historical importance of such a memorial; 

(2) Nature of burial site, identity of exact site of burial, size and 
present-day conditions of site, including improvements thereon; 

(3) Complete cost for the establishment of such memorial; 

(4) Cost of maintenance of such a memorial and amount thereof 
that will be paid by the city of Ner York and/or the State of New 
York; and 

(5) Recommendations. 

As introduced, the bill would have authorized the Secretary to 
acquire the land in Brooklyn in which the soldiers are buried, author- 
ized the acquisition of any land adjoining the burial plot that might 
be necessary to establish a cemetery, and provided for the erection of 
a memoria: on the land and for the restoration, maintenance, and 
care of the graves. The report of the Department of the Interior 
thereon is set forth below in full: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 26, 1952. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
ITouse of Representatives, Washington, D. C. 


My Dear Mr. Murpocx: Your committee has requested a report on H. R. 
6891, to provide for the acquisition, restoration, and maintenance of the burial 
ground of 256 Maryland heroes of the American Revolution and erection of a 
suitable memorial. 

We recommend that favorable consideration be given to this proposed legisla- 
tion if it is amended in accordance with the enclosed draft of bill. 

H. R. 6891 would authorize the Secretary of the Interior to acquire the plot 
of land in Brooklyn, N. Y., in which 256 Maryland soldiers, killed in the Battle 
of Brooklyn on August 27, 1776, are buried. It authorizes the acquisition also 
of any land adjoining the burial plot that may be necessary to establish a cemetery, 
and provides for the erection of a memorial on the land and for the restoration, 
maintenance, and care of the graves. 

During the Battle of Brooklyn on August 27, 1776, 400 Maryland soldiers 
participated in a rear-guard action protecting Washington’s Army in its maneuvers 
in that area. Two hundred and fifty-six Maryland soldiers lost their lives. 
The dead were buried in trenches. According to reports, part of the battlefield 
site is now a playground, and part of it is occupied by tenement houses. 

Our suggested revision of this proposed legislation, which our experience in the 
establishment and administration of historical properties indicates to be desirable, 
provides for an investigation of the location and a determination thereafter con- 
cerning the desirability of acquiring this property. Our suggested revision 
authorizes the Secretary of the Interior to erect an appropriate memorial on the 
land and to enter into suitable cooperative arrangements with the city of New 
York and the State of Maryland for the performance of the functions prescribed 
in sections 1 and 2 thereof relating to the investigation, land acquisition, and erec- 
tion of the memorial. Our suggested revision requires also that prior to acquisi- 
tion of the property or the erection of the memorial, if such should prove to be 
feasible, the city of New York (or political subdivision thereof) or the State of 
Maryland shall first signify an agreement to accept and maintain the properties 
acquired or established pursuant to this legislation. We consider this procedure 
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to be in the public interest. It is consistent with practices heretofore followed in 
many cases and with previous enactments, such as the act of June 16, 1938 (52 
Stat. 767), relating to the erection of a monument to the memory of General 
Muhlenberg. 

Our recommendations on this bill are of equal application to H. R. 6502, which it 
supersedes. 

This report has been submitted to the Bureau of the Budget, and we have been 
advised by that Bureau that there is no objection to its submission to your com- 
mittee. 

Sincerely yours, 


R. D. SEARLEs, 
Under Secretary of the Interior. 


A BILL Relating to the acquisition, restoration, and maintenance of the burial ground of two hundred 
and fifty-six Maryland heroes of the American Revolution and erection of a suitable memorial 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Interior is authorized to 
investigate the location of, and the desirability of acquiring through purchase, 
donation, condemnation, or otherwise, the plot of land in Brooklyn, New York, 
in which two hundred and fifty-six Maryland soldiers killed in the Battle of 
Brooklyn on August 27, 1776, are buried, and such adjoining land as may be 
necessary to establish a suitable cemetery or memorial in their honor. 

Sec. 2. If the Secretary shall determine that the establishment of such a memo- 
rial is feasible and justified, he is authorized to acquire the said property in the 
above-described manner, upon such terms and conditions as he may deem in the 
public interest, and to erect an appropriate memorial on such lands. In perform- 
ing the functions authorized in sections 1 and 2 hereof, the Secretary may make 
suitable cooperative arrangements with the city of New York and the State of 
Maryland. 

Sec. 3. Prior to acquisition of the aforesaid property and the erection of the 
authorized memorial by the Secretary, the city of New York (or a political sub- 
division thereof) or the State of Maryland shall signify in writing to the Secre- 
tary an agreement to accept and maintain the properties which may be acquired 
or established pursuant to this Act. The Secretary of the Interior is authorized 
to execute such instruments and deeds of conveyance as he shall find to be neces- 
sary for purposes of this Act. 


The Committee on Interior and Insular Affairs believes that a 
comprehensive report should be submitted on the proposed memorial 
before any authorization is granted, and it unanimously recommends 
the enactment of H. R. 6891 as amended. 
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RELEASING ALL THE RIGHT, TITLE, ANDINTEREST OF THE UNITED 
STATES IN AND TO ALL FISSIONABLE MATERIALS IN CERTAIN 
LAND IN MARION COUNTY, IND. 


Juiy 3, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Bentsen, from the Committee on Interior and Insular Affairs, 
submitted the following 


JUL 15 1952 REPORT 


DD AD’ To accompany H. R. 7262 
LAW LIBRA LRY [ E ‘ 

The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 7262) to direct the Secretary of the Interior to 
release all the right, title, and interest of the United States in and to 
all fissionable materials in certain land in Marion County, Ind., 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, lines 3 to 7, strike out all of the language in these lines and 
insert in lieu thereof the following: 

That all the right, title, and interest of the United States in and to all fissionable 
materials in certain land located in Marion County, Indiana, is hereby released 
and relinquished to and for the benefit of the lawful owner or owners of such land. 

Page 2, line 1, strike out “9071” and insert in lieu thereof ‘‘9701,”’ 

Amend the title of the bill to read as follows: 


A bill to release all the right, title, and interest of the United States in and to 
all fissionable materials in certain land in Marion County, Indiana. 


EXPLANATION OF THE BILL 


H. R. 7262 has as its purpose the release by the United States 
Government of certain rights to fissionable materials in approxi- 
mately 7.1 acres of land now owned by a construction company in 
Indianapolis, Ind. The request for this legislation is made in order 
that houses may be constructed on the land. Construction is now 
prohibited inasmuch as title attorneys will not consider the title to 
the land in question as a good, merchantable title since such title 
contains the reservation of fissionable materials to the United States. 
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Testimony before the committee shows that investigations have 
proven that the rock strata below the lands does not evidence the 
existence of fissionable materials 

As a matter of background, it may be stated that this tract of land 
was acquired by the United States in World War II for the purpose 
of building Government housing. After the war and before any 
housing was placed thereon, it was reconveyed to the prior owners 
subject to a reservation of all fissionable materials to the United 
States, which was required by Executive Order 9701. Reservation 
of fissionable materials to the United States would include the right 
to enter the land and project and mine and remove such materials. 
Executive Order 9701 which required the Government to reserve 
fissionable materials was subsequently revoked by Executive Order 
9908, which latter order contained a provision whereunder the 
fissionable materials reservation could be omitted from deeds of the 
United States upoa a determination of the Secretary of the Interior 
that the land to be conveyed did not contain substantial deposits of 
fissionable materials. 

In view of the fact that the evidence reveals that the land in ques- 
tion does not contain fissionable materials, the reservation of such 
materials could have been omitted had not Executive Order 9701 been 
mandatory. The repeal of this Executive order and the subsequent 
order, 9908, makes the matter discretionary. The committee feels 
that the bill to withdraw the fissionable materials reservation should 
be approved. The various departments of Government concerned 
have voiced no objection to the passage of this legislation. 

The reports of the Departments of the Interior, Justice, and Atomic 
Energy Commission read as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 25, 1952. 
Hon. JoHn R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

My Dear Mr. Murpockr: This is in reply to your request for a report on H. R. 
7262, a bill to direct the Secretary of the Interior to release all the right, title, and 
interest of the United States in and to all fissionable materials in certain land in 
Marion County, Ind. 

The land which is the subject of this bill was formerly under the jurisdiction of 
the Federal Public Housing Authority of the Housing and Home Finance Agency. 
It was conveyed by that organization on behalf of the United States subject to a 
reservation to the United States of all fissionable materials therein. This reser- 
vation was required by Executive Order 9701. The provisions of that document 
were subsequently superseded in certain respects by Executive Order 9908. This 
action, however, had no effect on the reservation here in question, which still 
continues in full force and effect. 

The circumstances leading to the introduction of H. R. 7262 are outlined in 
Acting Secretary Searles’ letter and enclosure to Congressman Brownson dated 
January 23, 1952, copies of which are attached. You will note that the enclosure 
was a letter to a Mr. Krabbenhoft in which the Acting Secretary stated that this 
Department did not have the authority to remove or release the reservation con- 
cerning fissionable material. However, the Acting Secretary also stated that the 
Geological Survey of this Department has reported that available information 
concerning the sequence and character of the rocks underlying the land parcel 
referred to in the bill provides no warrant for a belief that any part of the land 
contains fissionable source material as defined to date pursuant to the Atomic 
Energy Act of 1946 (60 Stat. 755) or pursuant to Executive Order 9908, or that 
occasion will ever arise for the United States, through its authorized agents, to 


exercise its rights to enter, prospect and remove from this land fissionable source 
material. 
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I believe that the Atomic Energy Commission should report upon the merits 
of the bill so far as policy is concerned. However, if legislation such as this is to 
be enacted, I believe it should be amended in two particulars. 

First, the bill should itself operate as a relinquishment of the fissionable material 
reservation, thus eliminating the unnecessary work and delay incident to the 
preparation of a conveyance of the reserved interests. In this connection it is 
also pertinent to observe that the bill would place the responsibility for executing 
the conveyance upon the Department of the Interior, an agency which has not 
had jurisdiction over the land affected by the bill. This impropriety would be 
overcome and the effectuation of the purposes of the bill simplified by recasting 
its provisions into the form of a self-operating release of the reservation with 
respect to fissionable materials. 

Second, the relinquishment provided for in the bill should run in favor of 
whoever may be the lawful proprietor of the land, instead of to a named person. 
This Department has been furnished with no abstract of title or other evidence 
establishing that the prospective grantee named in the bill—Charles O. Grinslade, 
Sr.—is the present owner of the land. Even if such evidence had been furnished, 
it would not preclude a change in the title to the land during the period while the 
bill was being considered by the Congress and the President. These difficulties 
could be avoided, in line with many prior legislative precedents, by a relinquish- 
ment so couched as to inure to the benefit of the legal owner of the land, whoever 
he may be. 


To implement the foregoing recommendations, I believe that H. R. 7262 should 
be amended as follows: 

Page 1, lines 3 to 7, strike out all of the first sentence of the bill and inserting 
lieu thereof the following: ‘That all the right, title, and interest of the United 
States in and to all fissionable materials in certain land located in Marion County, 
Ind., is hereby released and relinquished to and for the benefit of the lawful 
owner or owners of such land.” 

To correct a clerical error, the following additional amendment is suggested: 

Page 2, line 1, strike out “9071” and insert in lieu thereof ‘‘9701.”’ 

If the amendment first above mentioned is adopted, the title of the bill should be 
amended to read: ‘‘A bill to release all the right, title, and interest of the United 
States in and to all fissionable materials in certain land in Marion County, Ind.” 

In the interest of achieving relinquishment of the fissionable materials reser- 
vation in a sound legal manner and with a minimum of administrative burdens, 
it is recommended that not only this bill, but also any future legislative proposals 
to release such a,reservation in conveyances of acquired lands of the United 
States pursuant to either Executive Order 9701 or 9908, employ terminology along 
the lines proposed above. It is not, of course, the intention of this reeommenda- 
tion to obviate the legislative desirability of requesting the agency which 
had custody of the acquired lands and the Atomic Energy Commission for their 
advice as to the wisdom of the release of the reservation in any given case. 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this report to vour committee. 

Sincerely yours, 
{0BERT R. Rose, Jr., 


Assistant Secretary of the Interior. 
Enclosures. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 23, 1952. 
Hon. CuHarR.Les B. Brownson, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Brownson: This is in further reply to your letter of November 
9, 1951, concerning the request of Mr. C. R. Krabbenhoft, of the Grinslade 
Construction Co., for release of a fissionable materials reservation affecting a 
tract of approximately 7 acres in Indianapolis. 

Enclosed is a copy of a letter sent to Mr. Krabbenhoft today. Although this 
Department is without authority to release the reservation, possibly the informa- 
tion contained in the letter will be of some assistance to him in seeking removal 
of the objections raised by the attorneys passing on the title to the property. 

Sincerely yours, 
R. D. SEARLEs, 


Acting Secretary of the Interior. 
Enclosure. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 23, 1952. 
Mr. C. R. KRABBENHOFT, 
Grinslade Construction Co., 
Indianapolis 4, Ind. 


My Dear Mr. Krassennort: This is in further reply to your letter of Novem- 
ber 6, 1951, requesting a release by the Government of certain rights to fissionable 
materials in approximately 7.1 acres of land owned by your company and located 
in Indianapolis, Ind. 

According to your letter and enclosures, this tract was acquired by the United 
States during World War II for the purpose of building defense housing and was 
reconveyved to the owners in 1946, subject to a reservation to the United States 
pursuant to Executive Order 9701 (11 F. R. 2369; 3 C. F. R., 1946 Supp., p. 104) 
of all fissionable materials in the land, together with the right at any and all times 
to enter upon the land and prospect for, mine, and remove such materials. It is 
understood that the fissionable materials reservation has resulted in title objections 
that have thus far prevented your using the property as a site for construction of 
small houses for sale or rental to veterans and defense workers. 

Executive Order 9701, subsequently revoked by Executive Order 9908 (3 C. 
F. R., 1947 Supp., p. 176), contained a provision whereunder the fissionable ma- 
terials reservation could be omitted from deeds from the United States upon a 
determination by the Secretary of the Interior that the land to be conveyed 
“does not contain substantial deposits of fissionable materials, or that, in view 
of all the circumstances, there is no reasonable probability that such materials 
are present in quantities sufficient to justify their extraction.’’ Authority to 
make such determinations was delegated to the Director of the Geological Survey 
by Secretary’s Order 2280 (11 F. R. 14165). The Director made determinations 
with respect to various properties in the vicinity of Indianapolis, but it appears 
that no request was received for a determination with respect to the property in 
which you are interested. Consequently, the deed was made subject to the 
fissionable materials reservation. : 

This Department does not have authcrity to remove or release the reservation 
or to make any determination or commitment that could in any way preclude the 
United States from exercising its rights under the reservation. I may state, 
however, that available information in the files and records of the Geological 
Survey eoncerning the sequence and character of the rocks underlying the land 
parcel referred to provides no warrant for a belief that any part af the land contains 
fissionable s.urce material as defined to date pursuant to the Atomic Energy Act 
of 1946 (60 Stat. 755), or to Exeeutive Order 9908, or that occasion will ever arise 
for the United States to exercise through its authorized agents or representatives 
its rights to enter upon the land and prospect for, mine, and remove therefrom 
materials peculiarly essential to the production of fissionable material. 

Enclesed is a copv of a letter of even date to Congressman Brownson. 

Sincerely yours, 
R. D. SEARLEs, 

Ienclosure. Acting Secretary of the Interior. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, June 10, 1952. 
Hon. Jonn R. Murpocr, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: This is in response to your request for the views of 
the Department of Justice concerning the bill (H. R. 7262) to direct the Secretary 
of the Interior to release all the right, title, and interest of the United States in and 
to all fissionable materials in certain land in Marion County, Ind. 

The bill would direct the Secretary of the Interior to relinquish all right, title, 
and interest of the United States in and to all fissionable materials in certain land 
in Marion County, Ind., which was acquired by the United States in 1942, and 
reconveyed to William Ozman in 1946, subject to a reservation to the United 
States of all fissionable materials therein. 

This Department is advised that the land here involved is to be the site for the 
construction of small houses for sale to veterans and defense workers and that the 
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release of the reservation covering fissionable materials is necessary to remove 
certain title objections. 

The Department of Justice is not aware of the situation with reference to the 
possibility of fissionable materials in this particular land. Under all the cir- 
cumstances, the question whether the bill should be enacted is one of policy on 
which the Department prefers to make no recommendation. 


The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 


Sincerely, 


A. Devitt VANECH, 
Deputy Attorney General. 


Atomic ENERGY CoMMIsSION, 
Washington 25, D. C., June 18, 1952. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. Murpock: We have your letter of April 4, 1952, in which you ask 
us for a report on H. R. 7262 introduced by Congressman Brownson, which pro- 
vides that the Secretary of the Interior is authorized and directed to release to 
Charles O. Grinslade, Sr., all the right, title, and interest of the United States in 
and to all fissionable materials in certain land located in Marion County, Ind. 

We understand that the land in question was purchased by the Government 
several years ago and then resold with the reservation included in the deed 
pursuant to Executive Order 9701 dated March 4, 1946. 

The Atomic Energy Commission does not feel that the proposed legislation 
would adversely affect its program and, therefore, would have no objection to 
its enactment. 

The Bureau of the Budget has advised us that it has no objection to o 
submitting this report. 

Sincerely yours, 


ur 
Un1TED States Atomic ENerGy CoMMISSION, 
Gorvon DEAN, Chairman. 


O 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO SELL CER- 
TAIN LAND AND DWELLING HOUSES ON THE PROJECT KNOWN 
AS SHADEHILL UNIT, MISSOURI RIVER BASIN PROJECT, LEM MON, 
Ss. DAK., WITHOUT REGARD TO PROVISIONS OF LAW REQUIRING 
COMPETITIVE BIDDING OR PUBLIC ADVERTISING 


Juxy 3, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Murpock, from the Committee on Interior and Insular Affairs, 
7 submitted the following 


JUL 15 1952 REPORT 


-AW LIBRARY (To accompany H. R. 7506] 
The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 7506) to authorize the Secretary of the Interior 
to sell certain land and dwelling houses on the project known as 
Shadehill unit, Missouri River Basin project, Lemmon, S. Dak., 
without regard to provisions of law requiring competitive bidding or 
public advertising, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 7506 authorizes the Secretary of the Interior to sell to veterans 
and occupants, without regard to provisions of law requiring competi- 
tive bidding or public advertising, 17 prefabricated houses in Lemmon, 
S. Dak., built by the Bureau of Reclamation in 1948, prior to the 
commencement of construction of the Shadehill Dam, a unit of the 
Missouri River Basin project. The houses now are surplus to Federal 
needs. 

The Department of the Interior recommends the enactment of this 
bill. Its passage is requested by the city of Lemmon, where an acute 
housing shortage exists, and by the local American Legion post. 

Seventeen houses would be offered for sale under this bill. Three 
others are still being utilized by the Bureau of Reclamation and would 
not be affected by the bill’s provisions until such time as they are no 
longer needed by the Federal Government. 
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The houses would be sold at a fair market price in the following 
preference order: 

(1) A veteran who occupies a dwelling structure to be sold and 
who intends to continue to occupy the structure. 

(2) A nonveteran who occupies a dwelling structure to be sold 
and who intends to continue to occupy the structure. 

(3) A veteran who intends to occupy a dwelling structure to 
be sold. 

In addition to the 17 dwellings, H. R. 7506 would affect some unim- 
proved lots held by the Bureau of Reclamation. No preference would 
be given veterans on the sale of the unimproved lands inasmuch as 
there is no shortage of such lots in the city of Lemmon. 

The report of the Department of the Interior is set forth below in 
full and further explains the bill. 





DEPARTMENT OF THE INTERIOR, 
Washington 25, D. C., June 24, 1952. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Muerpock: This letter is in response to your request for an 
expression of our views on H. R. 7506, a bill to authorize the Secretary of the 
Interior to sell certain land and dwelling houses on the project known as Shadehill 
unit, Missouri River Basin project, Lemmon, 8. Dak., to veterans and occupants 
without regard to provisions of law requiring competitive bidding or publie ad- 
vertising. 

The lands and dwellings covered by the bill were originally used by the Bureau 
of Reclamation of this Department in connection with the construction of the 
Shadehill Unit of the Missouri River Basin project. 

The lots in Lemmon’s first addition, block 6; Lemmon’s second addition, 
block 3; and Engebretson’s addition, block 10 have dwellings erected thereon 
that are excess to the needs of the Bureau of Reclamation. Also excess to the 
Bureau’s needs are lots 11 and 12 of block 3 in Lemmon’s fourth addition. Those 
lots are unimproved excent for sewer and water lines. The lots and dwellings 
referred to in this paragraph would be offered for sale as soon as possible after 
H. R. 7506 is enacted. 

The lots numbered 1, 2, 7, 8, 9, 10, 11, and 12 together with the dwellings 
thereon; the unimproved lots numbered 3, 4, 5, and 6 of block 11 in Engebretson’s 
addition; and lots 7, 8, and 9 of block 3 in Lemmon’s fourth addition together 
with the multiple-unit steel garage structure thereon need to be retained for the 
time being because of anticipated responsibilities of the Bureau of Reclamation. 
Lots 1 and 2 of block 11 in Engebretson’s addition and the laboratory and resi- 
dence thereon need to be retained by the Bureau for its farm operator. 

Although the bill would authorize the sale at an a»>praised price of all the 
deseribed lots and dwellings, some of which are not excess to the Burea’s needs 
at the time, I understand that the latter were included for the purpose of facilitat- 
ing their sale in accordance with the terms of the bill whenever they are no longer 
needed by the Bureau of Reclamation. On this basis, we have no objection to the 
enactment of H. R. 7506: 

Section 2 of the bill would grant a preferred right of purchase to certain persons 
who occupy or intend to oecupy a dwelling structure to be sold. Although this 
section purports to give a preferred right of purchase in connection with all 
property sold under the terms of the bill, it is so drafted that the preference sched- 
ule does not cover the vacant lots. 

We have been informed by the Bureau of the Budget that there is no objection 
to the presentation of this report to your committee. 

Sincerely vours, 
VERNON D, Norturop, 
Administrative Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs unanimously recom- 
mends the enactment of H. R. 7506. 
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S2p ConcrEess }) HOUSE OF REPRESENTATIVES  ( REPORT 
2d Nession \ | No. 2465 


RELATING TO THE EXCHANGE OF LAND FOR PURPOSES 
OF THE COLONIAL NATIONAL HISTORICAL PARK 


Jey 3. 152 {‘ommitted to the Cormunitte Of} ‘ Whole le o { the 
i 


Mr. Bentsen, from the Committee on Interior and. Insular Affairs. 


UNIV. OF MICH. submitted the following 
JUL 15 4959 REPORT 


LAW LIBRARY [To accompany H.R 7555 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 7555) relating to the exchange of land for pur- 
poses of the Colonial National Historical Park, and for other purposes, 
having considered the same, report favorably thereon without amend 


ment and recommend that the bill do pass 


EXPLANATION OF THE BILI 


H. R. 4nDO authorizes the Secretary of the Interior to exchany 


federally owned lands in the Colonial National Historical Park area, 
Virginia, for non-Federal lands of equal value. No appropriation of 
Federal funds is requested. 

Knactment of this legislation is requested by the officials of York 


County, Va. The school board desires to construct a badly needed 
schoolhouse but the most desirable site is on land owned by the 
United States. The land has ho historical significance and is surplus 
to the needs of the National Park Servic The non-Federal land 


that would be used for the scl 


the old French fortifications in the historically valuable section of the 
Federal lands. 

The Department of the Interior reecmmends that H. R. 7555 be 
enacted in order that it may have authorization to make any desirable 
exchanges of land when the need arises. The Department's report 
is set forth below tn full 


ol site if this bill is not enacted is near 





EXCHANGE OF LAND FOR PARK PURPOSES 





Unrrep Strares DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 17, 1952. 
Hon. Jonn R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. Murpocx: Your committee has requested a report on H. R 
7555, a bill relating to the exchange of land for purposes of the Colonial Nationa] 
Historical Park, and for other purposes. 

We recommend the enactment of this bill. 

H. R. 7555 will establish authority for land exchanges relating to the Colonial 
National Historical Park area. Such exchanges will, of course, be entirely vol- 
untary on the part of persons who may wish to exchange their property for land 
that now comprises a part of the park. This will promote a desirable consolida- 
tion of Federal holdings in the park and, to the extent that such exchanges can 
be agreed upon, will avoid the necessity of using appropriated funds for park- 
land acquisition. Consequently, it is in the interest of the Federal Government 
that such legislation be enacted. It is also in the interest of private individuals 
or others who may obtain in exchange for their property other land that will be 
more useful to them for their particular purposes. 

One of the prospective exchanges will involve local school-board lands. We 
understand, however, that such exchange probably cannot be consummated 
unless this legislation is secured in the comparatively near future. 

This report has been submitted to the Bureau of the Budget, and we have 
been advised by that Bureau that there is no objection to its submission to your 
committee. 

Sincerely yours, 
R. D. SEARLEs, 
Acting, Secretary of the Interior. 


Enactment of H. R. 7555 is unanimously recommended by the 
Committee on Interior and Insular Affairs. 
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AUTHORIZING THE NEGOTIATION AND RATIFICATION OF SEPA- 
RATE SETTLEMENT CONTRACTS WITH THE SIOUX INDIANS OF 
THE LOWER BRULE AND THE CROW CREEK RESERVATIONS IN 
SOUTH DAKOTA FOR INDIAN LANDS AND RIGHTS ACQUIRED 
BY THE UNITED STATES FOR THE FORT RANDALL DAM AND 
RESERVOIR, MISSOURI RIVER DEVELOPMENT; AND TO AUTHOR- 
IZE AN APPROPRIATION FOR THE REMOVAL FROM THE TAKING 
AREA OF THE FORT RANDALL DAM AND RESERVOIR, MISSOURI 
RIVER DEVELOPMENT, AND THE REESTABLISHMENT OF THE 
INDIANS OF THE YANKTON INDIAN RESERVATION, S. DAK. 


Juty 3, 1952.—-Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


Mr. McMuttsn, from the Committee on Interior and Insular Affairs, 
UNIV. OF MICH. 
JUL 15 1952 REPORT 


submitted the following 


LAW LIBRARY (To accompany H,. R. 8293] 


The Committee on Interior and Insular Affairs, to whom was re- 


ferred the bill (H. R. 8293) to authorize the negotiation and ratifica- 
tion of separate settlement contracts with the Sioux Indians of the 
Lower Brule and the Crow Creek Reservations in South Dakota for 
Indian lands and rights acquired by the United States for the Fort 
Randall Dam and Reservoir, Missouri River development; and to 
authorize an appropriation for the removal from the taking area of the 
Fort Randall Dam and Reservoir, Missouri River development, and 
the reestablishment of the Indians of the Yankton Indian Reserva- 
tion, S. Dak., having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 8293 provides for (1) the negotiation of settlement contracts 
with the Sioux Indians of the Lower Brule and Crow Creek Reserva- 
tions, S. Dak., for the taking of such Indians’ lands that will be inun- 
dated by the reservoir created by the Fort Randall Dam, and (2) the 
authorization for expenditure of $106,500 for the relocation of the 
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Yankton Sioux Tribe whose lands also will be inundated but who 
have been compensated for the taking thereof. 

The Rivers and Harbors Flood Control Act of 1944 authorized 
certain flood-control developments on the Missouri River, and the 
Fort Randall Dam in the State of South Dakota is one of the projects 
in the Missouri River development. The construction of the Fort 
Randall Dam is now in progress, and it is anticipated that the reservoir 
will begin to form in the early part of next year with the result that 
certain Indian lands will be covered by water. Presently there is no 
specific legislation for compensating the Indians for the taking of such 
lands by the Federal Government. It is true that pursuant to the 
afore-mentioned flood-control authority the Corps of Engineers have 
authority to take such lands by right of condemnation. In fact, the 
lands belonging to the Sioux Indians on the Yankton Indian Reserva- 
tion to be flooded by the Fort Randall Dam have been condemned and 
the Indians have been awarded compensation in the amount of 
$132,323.98. The Indians, however, object to the taking of their 
lands by condemnation. 

H. R. 8293 provides a method of settlement for the taking of these 
lands in that it provides for the negotiation of settlement contracts, 
which contracts shall before becoming effective, receive the approval 
of the Congress. 

Three Indian reservations will be flooded in part by the construc- 
tion of Fort Randall Dam. They are the Lower Brule Reservation, 
Crow Creek Reservation, and the Yankton Reservation, all within 
the State of South Dakota. The lands within the taking area of the 
Fort Randall project that is within the Lower Brule and Crow Creek 
Reservations lie on both sides of the Missouri River and includes some 
of the best reservation lands. These lands constitute about 8,450 
acres of the Crow Creek Reservation and 5,610 acres of the Lower 
Brule Reservation which is about 4.6 percent of the trust areas of the 
two reservations. Regarding these two reservations, 51 families live 
within the reservoir site and will as a result have to be moved. Forty- 
five of such families reside on the Crow Creek Reservation, and six 
on the Lower Brule Reservation. The lands to be taken are of general 
agricultural use, including cattle raising, crops, timber, water, etc. 

In presenting this matter to the committee, the Department of the 
Interior gave information with respect to the objectives of the bill 
regarding the Crow Creek and Lower Bruie Reservation as follows: 

1. To compensate the Indians, tribally and individually, for 
the tangible losses they will sustain. 

2. To pay the necessary expenses of the Indians in removing 
from their present homes to their new ones. 

3. To assist the Indians in readjusting their social, economic 
and religious life in relation to the residual lands of the two 
reservations. 

4. To assist the Indians in developing alternative supplies of 
fuel and in developing new sources of domestic and livestock 
water supplies on the residual lands of their reservations. 

5. To defray the costs of distaterring, removing, and reinterring 
Indian private burials. 

6. To adjust the Indians’ fishing, hunting, and trapping rights 
established by treaty to the new conditions which will be created 
after the flooding of the Fort Randall Reservoir. 
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7. To compensate the Indians for intangible losses they will 
sustain. 
To effect a general rehabilitation and readjustment of the 
Indians m terms of the changed conditions with which they will 
be confronted. 

As before stated, the Yankton Sioux Tribe has been compensated 
for the taking of their lands by condemnation, and the only provision 
in the bill regarding such Indians is that with respect to their relocation 
and adjustment, and for this there is authorized the expenditure of 
$106,500. These funds will supplement the awards received by the 
Indians for the value of their lands. The Department advises that 
the funds for the Yanktons will be expended in amounts as follows: 
Estimated requirements of land purchase, 720 acres at $100 per acre $72, 000 
Physical transportation of personal effects, 16 families at $100 each 1, 600 
Interim subsistence and incidental costs, 16 families at $500 each 8, 000 
Windbreaks and sheds to replace natural shelter, 10 at $800 each 8, 000 
Moving, reconditioning, foundation construction for homes and buildings 


8 at $800_ . 
Development of water: Wells, 12 at $400; cisterns, 4 at 8500; stock pens, 

5 at $740 10, 500 

Grand total 106, 500 


The committee feels that immediate, favorable consideration should 
be given to the measure in order that the Indians may be properly 
compensated for lands taken from them by the Federal Government, 
and provide the means to quickly relocate them to new lands. There 
is ample precedent for this legislation since other flood-control dams 
on the Upper Missouri involved the taking of Indian lands and the 
Congress has provided similar settlements for the Indians of the Fort 
Berthold Reservation in North Dakota, Indians of the Standing Rock 
Reservation in North and South Dakota, and the Indians of the 
Cheyenne River Reservation in South Dakota. The Committee 
therefore unanimously recommends enactment of the legislation. 

The Department of the Interior reported orally to the committee 
in favor of this legislation, and in fact, proposed the bill as now written. 


O 














82p CONGRESS t HOUSE OF REPRESENTATIVES { REPORT 
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AUTHORIZING WORKS FOR DEVELOPMENT AND FURNISHING O1| 
WATER SUPPLIES FOR WATERFOWL MANAGEMENT, LOWER 
SAN JOAQUIN VALLEY, CENTRAL VALLEY PROJECT, CALIFORNIA 


Juny 3, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Eneun, from the Committee on Interior and Insular Affairs, 
submitted the following 


UNIV. OF MICH. 
JUL 15 1952 


“AW LIBRARY 
The Committee on Interior and Lnsular Affairs, to whom was re- 
ferred the bill (H. R. 8144) to authorize wop%s for development and 
furnishing of water supplies for waterfowl athnagement, lower San 
Joaquin Valley, Central Valley project, California, and for other pur- 
poses, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pxss. 
The amendments are as follows: 
Page 2, line 15, after the dollar sign insert the figure ‘‘400,000° 
Page 2, lines 19 through 21, strike out all of section 4 and insert in 
lieu thereof the following: 


REPORT 


[To accompany H. R. 8144] 


Src. 4. Works constructed under the authorization of section 1, for the purpose 
of supplving State wildlife management areas with water, shall become the prop- 
erty of the State of California when constructed: 


Page 2, lines 22 through 24, and pege 3, lines | through 3, strike 
out all of section 5 and insert in lieu thereof the following: 

Sec. 5. Subject to the priority of deliveries of water for agricultural purposes, 
the Seeretary of the Interior is authorized and directed to deliver between Sep- 
tember 15 and June | of each vear 50,000 acre-feet of water, measured at Mendota 
pool, to public orzanizations or private associations for use in maintaining water- 
for | habitat in the Grasslands area of the San Joaquin Vallev. Such water shall 
be delivered from the Central Valley Project if and when available as determined 
by the Secretary of the Interior at a price not to exeeed S1.50 per acre-foot. 
The Secretary may also construct, operate, and meintain works of the type 
described in section 1 of this Act and furnish water therefrom to such organiza- 
tions or associations at a reasonable charge which shall take into : 
cost of construction and operation and maintenance of such works 


‘count the 


oP: 
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AUTHORIZE WATER SUPPLIES FOR WATERFOWL MANAGEMENT 


KXPLANATION AND PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Interior 
to construct works for the development of ground water supplies and 
furnishing of water supplies for waterfowl management to certain 
State and Federal management areas of the grasslands of the San 
Joaquin Valley, Calif. The bill, as amended, has the additional 
purpose of authorizing and directing the Secretary of the Interior to 
deliver water from the Central Valle ‘vy project to public organizations 
and private associations. Delivery of water for w aterfowl manage- 
ment purposes is to be subordinate to the priority of deliveries of 
td for agricultural purposes. Delivery of water from the Central 

Valley project for waterfowl management purposes also is to be made 
in the period from Se ptember 15 to June 1 of each year so as to not 
conflict with the primary irrigation purposes of the Central Valley 
project. This authorization permits the delivery of water by the 
Secretary of the Interior in an amount not to exceed 50,000 acre-feet 
per annum for which the public organizations or private associations 
must pay $1.50 per acre-foot. 

The legislation is supported by the California Department of Fish 
and Game. The details of the program are outlined in the Depart- 
ment of the Interior’s report entitled ‘Waterfowl Conservation in the 
Lower San Joaquin Vallev,”’ dated October 1950. The report in- 
cludes the results of a study made jointly by the United States Fish 
and Wildlife Service and the United States Bureau of Reclamation, 
with the California division of fish and game participating. 

This legislation will provide water supplies for the preservation of 
ducks and geese in the Pacific flyway. It has been estimated that 
50 percent of all of the Pacific coast flight of birds winter in California. 

The Committee on Paterior and Insular Affairs recommends the 
passage of the bill, H. Kz 8144. 


- 
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t HOUSE OF REPRESENTATIVES REPoRT 
No. 2468 


2d Session 


PROVIDING FOR AN ADDITIONAL OFFICIAL REPORTER 
TO HOUSE COMMITTEES 


Juty 3, 1952.—Ordered to be printed 





Mr. Sranuey, from the Committee on House Administration, sub- 
mitted the following 


REPORT 
{To accompany H. Res. 732] 
The Committee on House Administration, to whom was referred 


House Resolution 732, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
7y OF MICH 

9 1952 
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AMENDING THE ACT OF JUNE 23, 1949, AS AMENDED, WITH 
RESPECT TO THE ACCUMULATED BALANCES ON TELEPHONE 
AND TELEGRAPH ACCOUNTS OF MEMBERS OF THE HOUSE OF 
REPRESENTATIVES 


Juty 8, 1952.—Ordered to be printed 


Mr. Sranuey, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. R. 8499] 


The Committee on House Administration, to whom was referred 
the bill (H. R. 8499), having considered the same, report favorably 
thereon without amendment and recommed that the bill do pass. 

The purpose of the legislation is to enable Members of the House of 
Representatives to continue to use accumulated minutes and words, 
as specified in the act of June 23, 1949, as amended, at any subsequent 
time during the Congress in which they were accumulated. 

The present law prevents a Member from using such minutes and 
words accumulated during any fiscal year beyond the end of the fiscal 
year in which they were accumulated. 

The committee is of the opinion that it would be more feasible to 
administer the law concurrently with the term of office of a Member 
or a session of Congress than to have a break at the end of each fiscal 
year as is now the case. 








| 
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RECORDING AND PERFORMING RIGHTS IN CERTAIN 
LITERARY WORKS 





Juty 3, 1952.—Ordered to be printed 


—<—_—— 


Mr. Bryson, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 3589] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 3589) to 
amend title 17 of the United States Code entitled ‘‘copyrights” with 
respect to recording and performing rights in literary works, having 
met, after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the Senate recede from its amendment numbered 1. 

That the House recede from its disagreement to the amendment of 
the Senate numbered 2 and agree to the same. 


J. R. Bryson, 
5S. J. CRUMPACKER, Jr., 
Rosert L. Ramsay, 
Managers on the Part of the House. 

Wiis Sirsa, 
ALEXANDER WILEY, 
Hersert R. O’Conor, 

TV. OF MICH James QO. EasTLanp, 
Homer Frrcuson, 

4} 4 > 1952 Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendments of the House to 
the bill (H. R. 3589) to amend title 17 of the United States Code en- 
titled “Copyrights” with respect to recording and performing rights in 
literary works, submit the following statement in explanation of the 
effect of the action agreed upon by the conferees and recommended in 
the accompanying conference report: 

The bill (H. R. 3589) as it passed the House, limited the coverage of 
performing and recording rights in nondramatic literary works to 
those made “for profit’. The purpose of this limitation was to avoid 
a holding of infringement by “‘a teacher reading excerpts from a copy- 
righted schoolbook in a schoolroom, a minister reading from text in a 
church or a speaker at a civic meeting’. Amendment No. 1 of the 
bill (H. R. 3589) as it passed the Senate inserted the word ‘“‘pecuniary”’ 
after the word “for” and before the word “profit’’, to ensure that the 
quotation of a portion of a copyrighted poem or literary work or a 
speech for which no monetary compensation was received would not 
be deemed an infringement. This result, appeared desirable to the 
House and was intended to be included in the bill passed by the House 
by means of the words “for profit’’. 

The conferees believe that the objective of the first Senate amend- 
ment is obtained without the addition of the word “pecuniary” and 
that the addition of such word may create uncertainties in the law. 
The concept of ‘‘public performance for profit’’ has been in the copy- 
right law since 1909 and the courts have construed the phrase to 
mean a material, tangible, commercial profit. The inclusion of the 
word “pecuniary” might cast doubt upon the phrase “public per- 
formance for profit’’ appearing elsewhere in the law. The use of dif- 
ferent language to achieve the same result in the same law appears to 
be undesirable. 

Accordingly, the conferees have agreed to strike out the Senate 
amendment No. 1 with the understanding that the word ‘“‘profit’’ as 
used in the bill refers only to a pecuniary remuneration. 

Senate amendment No. 2 was passed to permit a record company to 
dispose of certain inventory that would otherwise be covered by the 
bill. Although a record company would not have had to pay a 
royalty on records manufactured or sold prior to the effective date of 
the bill, a royalty would have been payable for records manufactured 
or sold after the date of enactment. As record companies have large 
investments in original or master recordings, they might find them- 
selves in the position of having made a large investment and, if they 
could not obtain a license at a reasonable rate, be unable to make and 
sell records after the enactment of the bill. To reduce the possibility 
of loss from such a contingency, the conferees have agreed to accept 
the Senate amendment No. 2, which moves the effective date of the 


2 








RECORDING AND PERFORMING RIGHTS IN LITERARY WORKS 3 


bill up to January 1, 1953, and, accordingly, will exclude from cover- 
age of the bill works manufactured or sold prior to January 1, 1953. 
The managers on the part of the House believe that the legislation 
herewith presented to the House should be approved and accordingly 
they recommend the approval of the instant conference report. 
J. R. Bryson, 
Ropert L. Ramsay, 
S. J. CRuMPACKER, Jr., 
Managers on the Part of the House. 


ie 
NY 
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JuLy 3, 1952.—Ordered to be printed 


Mr. Garmarz, from the Joint Committee on the Disposition of 
Executive Papers, submitted the followin; 


» , > ry 
REPORT 
In compliance with the provisions of the act approved Julv 7, 1943 (57 Stat. 380 
I I Pp} 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representatives 
and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 52-25, dated June 27, 1952, to the 
Eighty-second Congress, second session, submitting the following lists 
or schedules covering records proposed for disposal by the Government 
agencies indicated: 


ent AOE TOLLE LITLE ELEN ALD SEN LOL NORE 5 HTL ILE OLE IE LOT EEN ae NS 


aye 


| 





Job No. Agency by which submitted Job No Agency by which submitted 
II-N N A-47. Department of Commerce II-N N A-170 Tennessee Valley Authority 
II-NN A-65___! Federal Security Agency. II-N NA-171 Do. 
II-NNA-75 Reconstruction Finance Corpora- || II-NNA-175._| Department of the Army 
tion, II-N N A-190 Do. 
II-NN A-86 Federal Communications Commis- II-NN A-193 _- Do. 
sion. II-NNA-194 Do 
II-NN A-98 Department of Agriculture II-N N A-203 Department of Justice 
II-NNA-100 Do. TI-N N A-208 Civil Service Commissior 
II-NNA-107__| Housing and Home Finance || II-NNA-209_- Do. 
3 Agency. II-NNA-214 Department of the Army 
, II-NN A-110 Department of Agriculture. II-NN A-215 Department of the Treasury 
Q II-NNA-I1 Do. II-NN A-216 Interstate Commerce Comn 
i [I-N N A-124 Department of the Air Force. II-NNA-217 Department of the Treasury 
{ II-NNA-129.. Department of Agriculture. [I-NNA-218 Department of Commerce 
& II-N N A-136 Department of the Air Forc« II-N N A-220 Housing and Home Finsar 
é II-N N A-137 Do. Agency. 
1 II-NN A-148__| Civil Service Commission. II-N N A-222 Department of the Treasury 
j II-NN A-144 Do. [II-N N A-223 Department of Justice 
II-NN A-145 Do. II-N N A-224 General Accounting Office. 
II-NN A-147__| Department of the Army. II-N N A-225 Do. 
II-NNA-149_. Do. II-N N A-228 General Services Administration, 
5 TI-N N A-150..| Department of the Air Force. National Archives and Records 
‘ II-NNA-154..| Mutual Security Agency. Service (General Schedule 
II-NNA-163 Do, IlI-N DJ-23 _. General Services Administratior 
II-NN A-168 Do. III-N DJ-24 Do. 
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Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the afore-mentioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives. 


Epwarp A. GarMatz, Chairman, 
C. W. BisHop, 
Members on the Part of the House. 
Ourn D. JoHNsTon, 
WiLuiAM LANGER, 
Members on the Part of the Senate. 
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Jury 3, 1952.—Ordered to be printed 


i 


Mr. Garmatz, from the Joint Committee on the Disposition of 
Executive Papers, submitted the following 


REPORT 
{In compliance with the provisions of the act approved July 6, 1945 (59 Stat. 434)] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representatives 
and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 52-24, dated June 20, 1952, to the 
Righty-second Congress, second session, submitting the following lists 
or schedules covering records proposed for disposal by the Government 
agencies indicated: 
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| Agency by which submitted Job No Agency by which submitted 
| 


II-NNA-4___| Department of Labo: LI-N N A-160 Mutual Security Agency. 
II-NNA-94___| Department of the Army II-NNA-161. Do. 

II-NNA-95._ __| Do. LI-N N A-162 Do. 

II-NNA-96 Department of Agriculture. LI-N N A-164 Do 

II-NNA-97___| Do. II-NNA-165 Do. 

II-NNA-113 Department of the Air Force II-NNA-166 Do 

II-NNA-117 Department of Agriculture II-N N A-167 Do. 

II-NNA-119__| Department of the Air Force. II-N N A-169 Do. 

II-NNA-121__| Department of the Army. II-N N A-172 Department of Agriculture. 
II-NNA-128__| Department of the Air Force II-N N A-173 Do 

II-NN A-130 Department of the Navy LI-NNA-178 Do 

II-NN A-132__| Department of the Interior II-NN A-180 Post Otlice Department. 
II-NNA-134 Department of the Army II-NNA-I181 Do 

II-NN A-139 Do. II-NN A-188 Department of the Army. 
II-NNA-140 Do. II-NNA-1& Board of Governors of the Federa} 
II-NNA-l41 General Services Administration, Reserve System. 

II-NN A-142 Do II-NN A-197 Do. 

II-NNA-153_.) Department of Agricuiture II-NN A-199 General Services Administration. 
II-NNA-155__| Mutual Security Agency II-N N A-200 Do. 

II-NN A-156__} Do. II-~-NN A-201 Do. 

II-NNA-157. Do. II-NN A-205 Federal Communications Commis- 
II-NN A-158 Do. sion 

II-NN A-159 Do. 


| 
| 
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Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the afore-mentioned act, as amended. 

Respectfully submitted to the Senate and House of Representatives. 

Epwarp A. Garmatz, Chairman, 
W. Bisyop, 
Members on the Part of the House. 


Ouin D. Jounston, 
WiLtiaAM LANGER, 
Members on the Part of the Senate. 
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| ZONE GOVERNMENT AND THE 

' PANAMA CANAL COMPANY PROVISIONS OF THE ACT ENTITLED 
“AN ACT TO FACILITATE THE SETTLEMENT OF THE ACCOUNTS 
OF CERTAIN DECEASED CIVILIAN OFFICERS AND EMPLOYEES 

| 
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OF THE GOVERNMENT,” APPROVED AUGUST 3, 1950 


Juty 3, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson, from the Committee on Expenditures in the Executive 
Departments, submitted the following 


REPORT 


[To accompany H. R. 5042} 


The Committee on Expenditures in the Executive Departments, to 
whom was referred the bill (H. R. 5042) to extend to the Canal Zone 
Government and the Panama Canal Company provisions of the act 
i entitled ‘An act to facilitate the settlement of the accounts of certain 
deceased civilian officers and employees of the Government”’, approved 
August 3, 1950, having considered the same, report favorably thereon 
with amendments and recommend that the bill do pass. 
The amendments are as follows: 
Page 2, line 2, strike the last word of the sentence, the word 
“Panama’’. 
Page 2, line 3, strike “Company” and insert “Zone Government”’. 


PURPOSE OF THE BILL 


H. R. 5042 would extend to the Canal Zone Government and the 
Panama Canal Company the provisions of the act of August 3, 1950 
(Public Law 636, 81st Cong.) for the payment to certain payees in 
a prescribed order of precedence of all compensation and certain 
other credits to deceased Government employees. 


LAA LT ORT ARSE CR eaneye ie 


GENERAL STATEMENT 


Section 7 of the act of August 3, 1950, now provides that that 
legislation shall not apply to the accounts of officers and employees 
of the Panama Canal and Panama Railroad Company on the Isthmus 
of Panama. 


& 
' 
; 
' 
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H. R. 5042 proposes to extend the benefits of this salutary legisla- 
tion to the Panama Canal activities. The Department of Defense 
has indicated that it did not seek the exception in section 7 and 
adduced that the exception was included in the legislation based upon 
a similar exception in the commuted leave payment act of December 
21, 1944, without realizing that the reasons for the exception in that 
law are inapplicable to Public Law 636. 

The Comptroller General of the United States recommended the 
enactment of Public Law 636 indicating that it could be expressed to 
improve the handling of the type of payments involved in effecting 
considerable savings in costs of administration. In testimony on 
this bill, a representative of the General Accounting Office indicated 
that Public Law 636 has effected these anticipations. The same 
results may be expected from the proposed extensions to the Canal 
Railroad. 

Since the Panama Canal performs disbursing and similar functions 
for the Panama Canal Company, and since a large number of alien 
employees are involved, benefits of this legislation would facilitate 
and improve the manner of handling payments in the case of deceased 
employees of the Canal Zone Government and the Panama Canal 
Company. 

Attached and made a part of this report are reports of the interested 
agencies. 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupceEt, 
Washington 25, D. C., August 10, 1951. 
Hon. Winttam L. Dawson, 
Chairman, House Committee on Er pe nditures in tl Erecutive De partments, 
New House Office Puilding, Washin gton 25, D.C. 

My Dear Mr. Dawson: This will acknowledge your letter of August 3, 1951, 
requesting the comments of the Bureau of the Budget on H. R. 5042, a bill to 
extend to the Canal Zone Government and the Panama Canal Company provisions 
of the act entitled ‘‘ An act to facilitate the settlement of the accounts of certain 
deceased civilian officers and employees of the Government,” approved August 
3, 1950. 

Che purpose of this bill is to extend to the Panama Cana! and Panama Railroad 
Company the provisions of the act of August 3, 1950, Public Law 636, Vighty-first 
Congress, for the payment of compensation due deceased government employees 
to their beneficiaries. 

As you know, H. R. 5042 is a part of the 1951 legislative program of the Depart- 
ment of Defense. The need for its enactment is indicated in a justification which, 
it is understood, has been submitted directly to your committee. 

For the reasons set out in the above-mentioned justification, the Bureau of 
the Budget recommends that H. R. 5042 be enacted into law. 

Sincerely yours, 
F. J. Lawton, Dtrecior. 





CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, D. C., August 17, 1951. 
Hon. Wituram L. Dawson, 
Chairman, Committee on Expenditures in the Executive Departments, 
HTouse of Representatives. 

My Drar Mr. CuarrMan: Reference is made to your letter of August 3, 1951, 
acknowledged by telephone August 7, requesting an expression of my views and 
comments upon H. R. 5042, entitled ‘‘A bill to extend to the Canal Zone Govern- 
ment and the Panama Canal Company provisions of the act entitled ‘An act to 
facilitate the settlement of the accounts of certain deceased civilian officers and 
employees of the Government,’ approved August 3, 1950.” 

The bill would extend to she Canal Zone Government and the Panama Canal 
Company the provisions of the act of August 3, 1950, Public Law 636, Eighty- 
first Congress, for the payment to certain payees in a prescribed order of precedence 
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of all compensation and certain other credits due deceased Government employees. 
Section 7 of the act of August 3, 1950, exce pted the Panama Canal and the Panama 
Railroad Company. Pursuant to the act of September 26, 1950, Public Law 
841, Eighty-first Congress, and Executive Order 10263, dated . ‘ " 





functions formerly Pree by those agencies now are i by tl 
agencies designated as the Canal Zone Government and th Lal ( 1- 
pany. The referred-to exception appears to have been occasioned by the fact that 
the Canal agencies were excepted from the provisions of the act of December 21, 
1944 ee Wad: BEE), veladive to payments for leave upon the death of employees 
and the fact that authority for leave payments in the cases of deceased employ 

of the Canal agencies specifically was provided in title 2, section 84, of t Canal 


Zone Code, as added by section 1 of the act of August 10, 1949 (65 Stat. 593 
Section 2 of H. R. 5042 would remove the present exemption. 





ection 1 of H. R. 5042 would exempt the Panama Canal Comp ) as 

of its status as a Government corporation and the Canal Z » Uy ernment 
(specifically) from the requirements of section 3 (b) of th of A 5 
that all amounts not payable under section 3 (a) to designated benefici 
surviving spouses be payable on settlements of the General Accou Off 
Since the Panama Canal Company performs disbu 1 simi 
the Canal Zone Government and sinee a lar number of alien iplo 
involved, I am of the view that the exemption of the Canal Zor ve 
as Well as the Panama Canal Company, is fully justified. 

The matter of nay! nent for the leave of deceased employe suld | 
by enactment of the proposed legislation; hence, repeal of title 2, 
Canal Zone Code, supra, as proposed in section 3 of the bill, appears to be 
order. 

It is believed that the enactment of Hl. R. 5042 would re It in ar 
ment in the manner of handling pavinents in th wses of deceased « 
the Canal Zone government and the Panama C;: i & d, therefore 


I recommend enactment of the bill. 
Sincerely vours, 


Con pl oller General of th United Stat 


ASSISTANT SECRETARY OF DEFENS! 
Washingt ym 2A, DC... Sam ca Iof 
Hon. Sam RAyBuRN, 
Speaker of the House of Representatives. 

Dear Mr. SpeaKer: There is forwarded herewith a draft of proposed Jegisla- 
tion, to extend to the Panmure, | ‘anal and Pan: Railroad Company provisions 
of the act entitled “An act to facilitate the se a nent of the accounts of certain 
deceased civilian officers and emplovees of the Government,” approved August 3, 
1950, 

This proposal is a part of the Department of Defense legislative program for 
1951, and has been approved by the Bureau of the Budget. The Department of 
Defense recommends that it be enacted by Congress 

Purpose of the legislation: This proposed legislation would extend to thi 

id 


Panama Canal and Panama Railroad Company the provisions of the act of 
August 3, 1950, Public Law 636, Fighty-first Congress, for the payment ofall 
compensation due a deceased Government employee to the beneficiary, if any, 
designated by the employee in writing filed with oo employing agency, and if 


there be no such designated beneficiary, then to the surviving spouse, children, 
parents, ete., in a preseribed order of precedence. 

Section 7 of the act of August 3, 1950, now provides that t} ee mm shall 
not apply to the accounts of officers and employees of the Pa Canal and 


Panama Railroad Company on the Isthmus of Panama. 

For the same reasons that prompted enactment of the law in reference to pay- 
ments of compensation due to deceased Federal emplovecs generally, it is recom- 
mended that the law be extended to the Canal-Railroad on the Isthmus. The 
Canal and Railroad were not consulted in reference to the exception contained in 
section 7. It is believed that the exception was included in drafting based upon : 
similar exception in the Commuted Leave Payment Act of December 21, 1944, with- 
out realizing that the reasons for the exception in that law are inapplicable to the 
subject law. 

It is understood that the subject legislation was reeommended to the Congress 
by the Comptroller General of the United States, who stated that its provisions 
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were expected to result in improvement in the handling of the type of payments 
involved and to effect considerable savings of costs of administration, The same 
results may be expected from the proposed extension to the Canal-Railroad. 

The extension would be accomplished by deletion of the reference to the Canai 
and Railroad made in section 7 of the law. This deletion would be effected by 
section 2 of the draft bill. 

Section 1 of the draft bill would effect a desirable amendment to provide 
further authorization to the Canal and Railroad to pay certain classes of sur- 
vivors the compensation due a deceased employee. Section 3 (a) of the law 
authorizes the employing agency to make payments to designated beneficiaries 
or surviving spouses, the first two classes of survivors set forth in Public Law 636, 
Section 3 (b) provides that all other payments shall be made by the General 
Accounting Office except as the Comptroller General may by regulation otherwise 
authorize or direct, and except that the District of Columbia and Government 
corporations shall make the payments in the case of their respective employees. 
The proposed amendment to section 3 (b) would add the Panama Canal to the 
specific exceptions authorizing payment by the employing agencies rather than 
by the General Accounting Office. The exception covering Government cor- 
porations would of course apply to the Panama Railroad Company. _ In view of 
the integrated organization of the Panama Canal and the Panama Railroad Com- 
pany on the Isthmus, and in view of further advantages of efficiency and economy 
in handling such matters locally, particularly in the case of mere than 14,000 alien 
employees, most of whom are Panamanians and West Indians, it is believed that 
the proposed amendment to section 3 is sound. In this connection it is pertinent 
to observe that on or about July 1, 1951, the Panama Canal will be renamed the 
Canal Zone Government and the corporation now known as the Panama Railroad 
Company will be renamed the Panama Canal Company, and all Canal functions 
and personnel other than those relating to civil government, health and sanitation 
will be transferred to the corporation, which will normally perform disbursement 
and similar functions for the Canal Zone Government. 

Section 3 of the draft bill, which corresponds to section 6 of Public Law 636, 
would provide a deferred effective date and would repeal the statute applicable to 
the Canal-Railroad on the Isthmus which corresponds to the statute repealed by 
section 6 of Public Law 636. The statutory provisions cited for repeal concern 
payments of accumulated leave due at the time of an emplovee’s death. Such 
payments would, of course, be entirely covered by Public Law 636 as extended to 
Canal-Railroad employees by the proposed amendments. The provisions con- 
cerning leave payments utilize designations of beneficiaries under the Retirement 
Act and are affected by Public Law 547 approved June 14, 1950. The proposed 
extension of Public Law 636 would achieve the objective of Public Law 547, which 
was intended to reduce to a minimum the number of designations of beneficiaries 
under the Retirement Act. 

The proposed extension of Public Law 636 to the Canal-Railroad on the Isthmus 
is not intended to affect the application of section 83 of title 2 of Canal Zone 
Code authorizing all amounts owed the Government by Canal-Railroad employees 
for transportation, board, supplies, or other service to be deducted from the com- 
pensation otherwise payable to such employees. Such deductions would of course 
be continued to be made in determining the compensation payable to the bene- 
ficiaries prescribed by Public Law 636. 

legislative reference: None other than as indicated above. 

Cost and budget data: There will be no additional cost to the Government from 
enactment of the proposed legislation. 

Department of Defense action agency: The Department of the Army has been 
designated as the representative of the Department of Defense for this legislation. 

Sincerely vours, 
DanieL Kk. Epwarps. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill 
as reported are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown ip roman): 
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To FAcILITATE THE SETTLEMENT OF THE ACCOUNTS OF CERTAIN DECEASED 
CIVILIAN OFFICERS AND EMPLOYEES OF THE GOVERNMENT 


(Public Law 636, 8Ist Cong., 2d sess., approved August 3, 1950 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That in order to facilitate the settlement of the 
accounts of deceased civilian officers and employees of the Federal Government 
and of the government of the District of Columbia (including wholly owned and 
mixed-ownership Government corporations) all unpaid compensation due such an 
officer or employee at the time of his death shall be paid to the person or persons 
surviving at the date of death, in the following order of precedence, and such 
payment shall be a bar to recovery by any other person of amounts so paid: 

First, to the beneficiary or beneficiaries designated by the officer or employee 
in writing to receive such compensation filed with the Government agency in 
which the officer or employee was employed at the time of his death, and received 
by such ageney prior to the officer’s or employee's death; 

Second, if there be no such beneficiary, to the widow or widower of such officer, 
or employee; 

Third, if there be no beneficiary or surviving spouse, to the child or children 
of such officer or employee, and descendants of deceased children, by representa- 
tion; 

Fourth, if none of the above, to the parents of such officer or employee, or the 
survivor of them; 

Fifth, if there be none of the above, to the duly appointed legal representative 
of the estate of the deceased officer or employee, or if there be none, to the person 
or persons determined to be entitled thereto under the laws of the domicile of the 
deceased officer or employee. 

Sec. 2. For the purposes of this Act the term “unpaid compensation’? means 
the pay, salary, or allowances, or other compensation due on account of the 
services of the decedent for the Federal Government or the government of the 
District of Columbia. It shall include, but not be limited to, (1) all per diem in 
lieu of subsistence, mileage, and amounts due in reimbursement of travel expenses, 
including incidental and miscellaneous expenses in connection therewith for which 
reimbursement is due; (2) all allowances upon change of official station; (3) all 
quarters and cost-of-living allowances and overtime or premium pay; (4) amounts 
due for payment of cash awards for employees’ suggestions; (5) amounts due as 
refund of salary deductions for United States Savings bonds; (6) payment for all 
accumulated and current accrued annual or vacation leave equal to the compen- 
sation the decedent would have received had he remained in service until the ex- 
piration of the period of such annual or vacation leave; (7) the amounts of all 
checks drawn in payment of such compensation which were not delivered by the 
Government to the officer or employee during his lifetime or of any unnegotiated 
checks returned to the Government because of the death of the officer or employee. 

Sec. 3. (a) Subject to such rules and regulations as may be prescribed by the 
Comptroller General of the United States, the emploving ageney shalll cause the 
unpaid compensation to be paid to the beneficiaries, if anv, designated by the 
officer or employee under section 1 of this Act, or, if none, to the widow or widower 
of such officer or employee. 

(b) Accounts not payable under section 3 (a) (with the exception of accounts of 
emplovees of the Distriet of Columbia which shail be paid by the District of 
Columbia, accounts of employees of the Canal Zone Government on the Isthmus of 
Panama which shall be paid by the Canal Zone Government, and accounts of employ- 
ees of whollv owned and mixed-ownership Government corporations which may be 
paid by such corporations) shall be payable on settlement of the General Account- 
ing Office, except as the Comptroller General may by regulation otherwise author- 
ize or direct. 

Sec. 4. This Act shall not apply to any benefits, refunds, or interest payable 
under the Retirement Act applicable to the decedent’s service or to amounts the 
disposition of which is otherwise expressly preseribed by Federal law. 

Sec. 5. Officers and emplovees affected shall be notified by the employing 
agenev of the provisions of this Act relative to the disposition of such compensa- 
tion in the event no beneficiarv is designated by them, and of their right to desig- 
nate a beneficiary or beneficiaries in accordance with its terms if they desire a 
different disposition to be made thereof. Designations so made may be changed 
or revoked at any time under such rules and regulations as may be prescribed by 
the Comptroller General. 
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Sec. 6. This Act shall be effective one hundred and twenty days from the date 
of its enactment as of which time section 2 of the Act of December 21, 1944 (58 
Stat. 845), is repealed. 

Sec. 7. This Act shall not apply [to the accounts of officers and employees of 
the Panama Canal and the Panama Railroad on the Isthmus of Panama, or} to 
the accounts of officers and emplovees of the Federal land banks, Federal inter- 
mediate credit banks, production credit corporations, or the regional banks for 
cooperatives. 


O 
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PROVIDING THAT THE SECRETARY OF THE TREASURY SHALL, 
UPON REQUEST OF ANY STATE OR TERRITORY HAVING A GEN- 
ER AL WITHHOLDING TAX LAW, ENTER INTO AN AGREEMENT 
PROVIDING FOR THE WITHHOLDING OF TAX ON THE COMPEN- 
SATION OF FEDERAL EMPLOYEES 


meee 


ae nemo 


PO NEN ts 


JuLy 3, 1952.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


: 

i Mr. Reep of New York, from the Committee on Ways and Means, 
UNIV. OF MICH. submitted the following 

JUL 15 1952 REPORT 

' 

' T AWVAr > 7 

i LAW LIBRARY {To accompany H. R. 5157] 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 5157) authorizing and directing the Secretary of the 
Treasury to enter into an agreement with any State, Territory, or 
possession of the United States, or any political subdivision thereof, 
to provide that the head of each department or agency of the United 
States shall comply with the requirements of any statute of such State, 
Territory, possession, or subdivision, which imposed upon employers 
generally the duty of withholding sums from the compensation of 
eraployees, having considered the same, report favorably thereon with 
Sara and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert in lieu thereof 
a new text as follows: 


That where— 

(1) the law of any State or Territory provides for the collection of a tax 
by imposing upon employers generally the duty of withholding sums from 
the compensation of employees and making returns of such sums to the 
authorities of such State or Territory; and 

(2) such duty to withhold is imposed generally with respect to the compen- 
sation of employees who are residents of such State or Territory, 

then the Secretary of the Treasury, pursuant to regulations promulgated by the 
President, is authorized and directed to enter into an agreement with such State or 
Territory within one hundred and twenty days of the request for agreement from 
the proper official of such State or Territory. Such agreement shall provide that 
the head of each department or agency of the United States shall comply with the 
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AGREEMENT WITH STATES HAVING WITHHOLDING TAX LAW 


requirements of such law in the case of employees of such agency or department 
who are subject to such tax and whose regular place of Federal employ ment is 
within the State or Territory with which such agreement is entered into. Nosuch 

agreement shall apply with respect to compensation for service as a member of 
the armed forces of the United States. 

Sec. 2. Nothing in this Act shall be deemed to consent to the application of any 
provision of law which has the effect of imposing more burdensome requirements 
upon the United States than it imposes upon other employers, or which has the 
effect of subjecting the United States or any of its officers or employees to any 
penalty or liability by reason of the provisions of this Act 


Amend the title so as to read: 


A bill providing that the Secretary of the Treasury shall, upon the request of 
any State or Territory having a general withholding-tax law, enter into an agree- 
ment providing for the withholding of tax on the compensation of Federal em- 
ployees 


GENERAL STATEMENT 


At the present time, Federal agencies lack authority to withhold 
State and Territorial income taxes from the salaries of their employees. 
As reported, your committee’s bill provides, under certain conditions, 
that where the law of any State or Territory provides for the collec tion 
of a tax by imposing upon employers the duty of withholding sums 
from the compensation of employees and making returns thereof to 
the proper authorities, the Secretary of the Treasury, pursuant to 
regulations promulgated by the President, shall enter into an agree- 
ment with such State or Territory within 120 days of the request for 
an agreement from the proper official of such State or Territory, to 
provide that the head of each department or agency of the United 
States shall comply with the requirements of such law with respect 
to the employees, with certain exceptions, of such department. or 
agency subject to such tax. 

The authorization for withholding contained in the bill as reported 
is limited so as not to apply with respect to the taxes of any State or 
Territory which requires withholding only with respect to nonresi- 
dents. Secondly, the bill, as reported, will apply only to those Federal 
employees whose regular place of Federal employment is within the 
particular State or Territory with which the agreement is entered into. 

hus, to be withheld upon pursuant to the authorization contained in 
this bill, the Federal employee concerned must not only be employed 
within the taxing State or Territory but must not be there only 
temporarily while absent from his regular post of duty outside of that 
State or Territory. The bill, as reported, does not authorize with- 
holding with respect to compensation for service as a member of the 
Armed Forces of the United States. Your committee believes that 
to extend the authorization contained in the bill into this area would 
create serious administrative problems in view of the fact that service 
in the Armed Forces may frequently be of a temporary nature or may 
be transient in character. 

The bill further provides that nothing in the act shall be deemed to 
consent to the application of any provision of law which has the 
effect of imposing more burdensome requirements upon the United 
States than it imposes upon other employers, or which has the effect 
of subjecting the United States or any of its officers or employees to 
any penalty or liability by reason of the provisions of the act. 











AGREEMENT WITH STATES HAVING WITHHOLDING TAX LAW 3 
It is the view of your committee that every practicable step should 
be taken to cooperate in the area of withholding with the State and 
Territorial governments in view of their cooperation with the Federal 
Government in fiscal matters generally, and particularly in with- 
holding the Federal income tax from their employees. In a press 
release, dated August 13, 1951, the Treasury Department indicated 
that it strongly supports Federal cooperation with States which 
utilize employer withholding of taxes in the administration of their 
income tax as a logical development in Federal-State fiscal cooperation. 
At the present time the Territories of Alaska and Hawaii, and the 
States of Vermont and Oregon, have withholding statutes which apply 
to salaries and wages of both residents and nonresidents. 
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AMENDING THE TARIFF ACT OF 1930 SO AS TO ALLOW CONTAINERS 
FOR CERTAIN PETROLEUM PRODUCTS AND DERIVATIVES TO BE 
TEMPORARILY IMPORTED WITHOUT PAYMENT OF DUTY 


JuLy 3, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. KroGu, from the Committee on Ways and Means, submitted 
the following 


UNIV. OF MICH. 
JUL 15 1952 


REPORT 


(To accompany H. R. 5283] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 5283) to amend the Tariff Act of 1930 so as to allow containers 
for petroleum products to be temporarily imported, under certain 
circumstances, without payment of duty, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill, as amended, do pass. 

The amendments are as follows: 

Page 1, strike out lines 5 through 8 and insert in lieu thereof the 
following: 


(7) Containers for compressed gases; containers of substantial character, 
suitable for reuse, containing merchandise, which containers shall be exported 
empty or filled, but shall not be used in the transportation of merchandise 
between points in the United States otherwise than as the original containers 
of imported merchandise or as the export containers of merchandise; and 
metal containers described in paragraph 328 when imported empty to be 
filled solely for export with any of the following products or derivatives 
obtained wholly or in part from petroleum: gasoline, solvents, kerosene, 
fuel oil, lubricating oils and greases, hydraulic oil, insulating oil, transformer 
oil, cutting oil, petrolatum and petroleum jelly, paraffin wax, micro-erystalline 
wax, and asphalt. Notwithstanding any provision of section 402 of this 
Act, the cost of filled containers properly entered under this subdivision 
shall not be included in the appraised value of their contents:. 


Amend the title so as to read: 


A bill to amend the Tariff Act of 1930 so as to allow containers for certain petro- 
leum products and derivatives to be temporarily imported without payment of 
duty, and for other purposes. 





2 AMEND TARIFF ACT OF 1930 
GENERAL STATEMENT 


This bill would extend the temporary free entry privilege under bond 
to insure -reexportation to substantial containers which are suitable 
for reuse when they are imported filled with merchandise, but would 
limit the reuse of such containers in the United States to the trans- 
portion of merchandise being exported. 

Subdivision 7 of section 308 of the Tariff Act of 1930, as amended, 
now provides for the temporary free entry of containers for compressed 
gas under a bond to secure exportation within a period of not more 
than 1 year. , 

This bill would also extend the temporary free entry privilege under 
bond to metal containers described in paragraph 328 of the Tariff 
Act, for example, steel drums which are imported empty for use 
solely as exporting containers for a variety of petroleum products and 
derivatives which are specifically enumerated in the bill. 

Your committee has been informed that the bill will authorize the 
continuous handling of reusable containers on a basis which will meet 
current conditions in foreign commerce and that it will give needed 
relief to the petroleum industry by enabling that industry to use for- 
eign-made containers of kinds in short supply in this country for 
numerous products which are exported. 

The bill was reported unanimously by your committee. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XII1 of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Section 308 or tHe Tarirr Act or 1930, as AMENDED 


SEC. 308. TEMPORARY FREE IMPORTATION UNDER BOND FOR 
EXPORTATION. 


The following articles, when not imported for sale or for sale on approval, may 
be admitted into the United States under such rules and regulations as the 
Secretary of the Treasury may prescribe without the payment of duty, under 
bond for their exportation within six months from the date of importation, which 
period may, in the discretion of the Secretary of the Treasury (whether such 
articles are imported before or after this section becomes effective), be extended, 
upon application, for a further period not to exceed six months: 

(1) * * * 
+ * * * * * cs 


(7) Containers for compressed gases and petroleum products which comply 
with the laws and regulations for the transportation of such containers in the 
United States; 


* * BS * + * * 
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Jury 3, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


a 


Mr. Knog, from the Committee on Ways and Means, submitted 


UNIV. OF MICH the following 
JUL 15 1959 REPORT 
LAW LIBRARY [To accompany H. R. 4145] 


The Committee on Ways and Means to whom was referred the bill 
(H. R. 4145) to amend section 309 of the Tariff Act of 1930, as 
amended (U.S. C., 1946 edition, title 19, sec. 1309), and section 446 
of the Tariff Act of 1930 (U.S. C., 1946 edition, title 19, sec. 1446), 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendments are as follows: 

The amendment to the text of the bill strikes out all after the enact- 
ing clause and inserts a substitute which appears in the reported bill 
in italic type. 

The other amendment modifies the title of the bill. 


GENERAL STATEMENT 


This bill is designed to accord specified foreign vessels treatment 
comparable to that now accorded foreign aircraft. Under present 
law, foreign aircraft can withdraw duty- free from bonded warehouses 
or continuous customs ¢ ustody equipment and repair parts for installa- 
tion on such aircraft. Such withdrawals are treated as an exportation 
for purposes of the tariff laws. This bill would permit similar treat- 
ment to the specified foreign vessels. Provisions similar to those con- 
tained in this bill have already passed the House in section 9 of H. R. 
5505, the Customs Simplification Act of 1951. 

This bill was reported unanimously by your committee. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 
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Sections 309 anv 446 or tHE Tarirr Act or 1930, Aas AMENDED 


SEC. 309. SUPPLIES FOR CERTAIN VESSELS AND AIRCRAFT. 


(a) EXEMPTION FROM CUSTOMS DUTIES AND INTERNAL-REVENUE TAX.— Articles 
of foreign or domestic manufacture or production may, under such regulations 
as the Secretary of the Treasury may prescribe, be withdrawn from bonded ware- 
houses, bonded manufacturing warehouses, or continuous customs custody else- 
where than in a bonded warehouse free of duty or internal-revenue tax, or from 
any internal revenue bonded warehouse, from any brewery, or from any winery 
premises or bonded premises for the storage of wine, free of internal revenue tax 
for supplies (not including equipment) of vessels of war, in ports of the United 
States, of any nation which may reciprocate such privilege toward the vessels of 
war of the United States in its ports, or for supplies (not including equipment) 
vessels employed in the fisheries or in the whaling business, or actually engaged in 
foreign trade or trade between the Atlantic and Pacific ports of the United States 
or between the United States and any of its possessions, or for supplies (not in- 
cluding equipment) of aircraft registered in the United States and actually 
engaged in foreign trade or trade between the United States and any of its posses- 
sions, or for supplies (including equipment), maintenance, or repair of aircraft 
registered in any foreign country and actually engaged in foreign trade or trade 
between the United States and any of its possessions, where such trade by foreign 
aircraft is permitted. 

(b) Articles of foreign origin may be entered or withdrawn from any customs 
bonded warehouse for consumption, or from continuous customs custody elsewhere 
than in a bonded warehouse free of duty or internal revenue tax as equipment or 
repair or replacement parts for (A) vessels of war of any foreign nation, or (B) 
foreign vessels employed in the fisheries or in the whaling business or actually engaged 
in foreign trade, or in trade between the Atlantic and Pacific ports of the United States 
or between the United States and any of its possessions, where such trade by foreign 
vessels is permitted, 

[b] (c) Drawspacx.—Articles withdrawn from bonded warehouses, bonded 
manufacturing warehouses, or continuous customs custody elsewhere than in a 
bonded warehouse and articles of domestic manufacture or production, laden as 
supplies upon any such foreign vessel or any such vessel or aircraft of the United 
States or laden as supplies (including equipment) upon, or used in the mainte- 
nance or repair of, any such foreign aircraft, shall be considered to be exported 
within the meaning of the drawback provisions of this Act. 

[Cc] (d) Articites Removen IN, OR RETURNED TO, THE Unirep Statres.—Any 
article exempted from duty or tax, or in respect of which drawback has been 
allowed, under this section or section 317 of this Act and thereafter removed in 
the United States from any vessel or aircraft, or otherwise returned to the United 
States, shall be treated as an importation from a foreign country. 

[d] (e) Reciprocat Priviteces.—The privileges granted by this section and 
section 317 of this Act in respect of aircraft registered in a foreign country shall 
be allowed only if the Secretary of the Treasury shall have been advised by the 
Secretary of Commerce that he has found that such foreign country allows, or 
will allow, substantially reciprocal privileges in respect of aircraft registered in 
the United States. If the Secretary of Commerce shall advise the Secretary of 
the Treasury that he has found that a foreign country has discontinued, or will 
discontinue, the allowance of such privileges, the privileges granted by this section 
and such section 317 shall not apply thereafter in respect of aircraft registered 
in that foreign country. 

* * * * * * * 


SEC. 446. SUPPLIES AND STORES RETAINED ON BOARD. 


Vessels arriving in the United States from foreign ports may retain on board, 
without the payment of duty, all coal and other fuel supplies, ships’ stores, sea 
stores, and the legitimate equipment of such vessels. Any such supplies, ships’ 
stores, sea stores, or equipment landed and delivered from such vessel shall be 
considered and treated as imported merchandise: Provided, That bunker coal, 
bunker oil, ships’ stores, sea stores, or the legitimate equipment of vessels belong- 
ing to regular lines plying between foreign ports and the United States, which are 
delayed in port for any cause, may be transferred under a permit by the collector 
and under customs supervision from the vessel so delayed to another vessel of the 
same line and owner, and engaged in the foreign trade, without the payment of 
duty thereon: Provided further, That nothing in this section shall be construed to 
limit or restrict the provisions of section 309 of this Act, as amended (U.S. C., 1946 
edition, title 19, sec. 1309, as amended). 
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PROVIDING FOR THE CONVEYANCE TO POTTER COUNTY, TEX., 
OF CERTAIN SURPLUS LANDS LOCATED AT THE VETERANS’ 
ADMINISTRATION HOSPITAL NEAR AMARILLO 


Jury 3, 1952.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson, from the Committee on Expenditures in the Executive 
Departments, submitted the following 


REPORT 
{fo accompany H. R. 5557] 


The Committee on Expenditures in the Executive Departments, 
to whom was referred the bill (H. R. 5567), to provide for the con- 
veyance to Potter County, Tex., of certain surplus lands located at 
the Veterans’ Administration hospital near Amarillo, having con- 
sidered the same, report favorably thereon with amendments and rec- 
ommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 9, after ‘““Texas’’, strike the period and insert: 

: which land the Veterans Administration reported to the General Services Ad- 
ministration as excess under date of August 14, 1950 (Holding Agency No. 
V A-116) comprising two hundred and ninety-seven acres, more or less, located in 
Potter County, Texas. 

Page 2, line 3, after the word ‘“States.’’, strike the remainder of 
the bill. 


PURPOSE OF LEGISLATION 


H. R. 5567 proposes to authorize and direct the donation and 
conveyance to the Couaty Commissioners Court of Pptter County, 
Tex., all right, title and interest of the United States in and to certain 
lands constituting the westerly portion of the tract of land (approxi- 
mately 275 acres) on which is located the Veterans’ Administration 
hospital near Amarillo, Tex. 


GENERAL STATEMENT 
Prior to the acquisition of title vested in Potter County, Tex., since 


the county of Potter lacked legal authority to sell or donate such 
property to the United States, a petition of condemnation resulted in 
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judgment on October 27, 1938, ordering the conveyance in question 
to the United States in consideration of $3. Subsequent to this 
action, the Forty-sixth Legislature of the State of Texas enacted a 
law authorizing the county of Potter to sell realty to the United States 
for a nominal amount or to accept a nominal amount for the convey- 
ance to the United States in any case where condemnation proceedings 
had taken place by the United States for the use of land for hospital 
purposes. 

The county of Potter has indicated that the property in the proposed 
transfer under H. R. 5567 would be for public purposes. In this con- 
nection, E. E. Jordan, judge, Potter County, Amarillo, Tex., under 
date of October 10, 1950, advised among other things: 


This land was not condemned, but was conveyed to the Government for a 
nominal consideration of $3, the purcl ase having been paid by voluntary contribu- 
tions from citizens of this county; there was no reservation in the deed specifically 
acquiring the use of the property for hospital purposes, but all concerned know 
that this was the purpose and understanding. * * * The county has no use 
for this land except for park purposes and possibly an incidental use as a borrow 
source in the widening of United States Highway 66 which is adjacent to the land. 


AGENCY COMMENTS 


H. R. 5567 has received the following agency comments: 

Bureau of the Budget; General Accounting Office; General Services 
Administration, and the Veterans’ Administration. 

Attached and made a part of this report are the reports of the 
above-named agencies. 


Executive OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., February 1, 1952. 
Hon. Witi1am L. Dawson, 
Chairman, Committee on Expenditures in the Executive Departments, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your letter of October 4, 
1951, inviting the Bureau to report upon H. R. 5567 a bill to provide for the 
conveyance to Povter County, Tex., of certain surplus lands located at the Veter- 
ans’ Administration hospital near Amarillo. 

The Bureau of the Budget would have no objection to the enactment of this 
measure provided it is amended in the technical respects suggested in the reports 
which the General Services Administration and the Veterans’ Administration are 
presenting upon the bill. 

Sincerely yours, 
EvMerR B. Sraats, Assistant Director. 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, October 12, 1951. 
Hon WiuuiamM I. Dawson, 
Chairman, hime on Expenditures in the Executive Departments, 
House of Representatives. 


My Dear Mr. CuarrMan: Reference is made to your letter of October 4, 1951, 
acknowledged by telephone October 8, 1951, requesting the comments of this 
Office concerning H. R. 5567, Eighty-second Congress, entitled ‘‘A bill to provide 
for the conveyance to Potter County, Tex., of certain surplus lands located at the 
Veterans’ Administration hospital near Amarillo.’’ 

The bill would authorize and direct the Administrator of General Services to 
donate and convey to the County Commissioner’s Court of Potter County, Tex., 
all the right, title, and interest of the United States in and to certain lands in 
Potter County, Tex., constituting the westerly portion of the tract of land on 
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which the Veterans’ Hospital near Amarillo is located. The bill recites that the 
involved tract originally was conveyed to the Veterans’ Administration by Potter 
County for a nominal consideration of $3; that the westerly portion thereof has 
been declared surplus to the requirements of the United States and that the lands 
to be conveyed and described therein contain approximately 275 acres. 

This Office has no direct factual information as to the need or desirability of the 
proposed legislation and, therefore, I make no recommendation with respect to 
the enactment of H. R. 5567. 

However, it is understood informally that such legislation is necessary to effect 
the proposed conveyance since otherwise the land could not be disposed of without 
advertising. 

Sincerely yours, 
LINDSAY WARREN, 
Comptroller General of the United States. 





GENERAL SeRvICcES ADMINISTRATION, 
Washington, D. C., January 25, 1952. 
Hon. Wituiam L. Dawson, 
Chairman, Committee on Expenditures in the Executive Departments, 
House of Representatives, Washington, D. C. 


Dear Mr. Dawson: This is in reply to your letter of October 4, 1951, which 
requested the views and comments of this Administration on H. R. 5567 entitled 
“A bill to provide for the conveyance to Potter County, Tex., of certain surplus 
lands located at the Veterans’ Administration hospital near Amarillo.” 

This proposed legislation would authorize and direct the donation and con- 
veyance to the County Commissioners Court of Potter County, Tex., of all right, 
title, and interest of the United States in and to certain lands constituting the 
westerly portion of the tract of land on which is located the Veterans’ Adminis- 
tration hospital near Amarillo, Tex. 

The land proposed to be transferred is described in a deed conveying the 
property to the United States of America on behalf of the county of Potter by the 
county judge and county commissioners, dated October 9, 1939, which recites a 
consideration of $3, and was recorded on October 16, 1939, in volume 292, page 157, 
of the records of the county clerk of Potter County. 

We are informed that title to this property, prior to the acquisition of title by 
the United States, was vested in the county of Potter, Tex. The county of Potter, 
however, was without legal authority to either sell or donate such property to the 
United States, in consequence of which a petition of condemnation was instituted 
with a declaration of taking filed and a resulting judgment on October 27, 1938, 
ordering the conveyance of the property in question to the United States for a 
consideration of $3. Subsequent to the filing of the proceedings in condemnation 
and the declaration of taking, the Forty-sixth Legislature of the State of Texas 
passed an act authorizing the county of Potter to sell any real property to the 
United States of America for a nominal amount or to accept a nominal amount 
for the convevance to the United States, in anv case where the United States had 
instituted condemnation proceedings for use of the land for hospital purposes. 

It is stated that the county of Potter desires to use the property in question for 
public purposes. In this connection, E. E. Jordan, judge, Potter County, 
Amarillo, Tex., under date of October 10, 1950, advised, among other things: 

“This land was not condemned, but was conveyed to the Government for a 
nominal consideration of $3, the purchase having been paid by voluntary con- 
tributors from citizens of this county; there was no reservation in the deed specifi- 
cally acquiring the use of the property for hospital purposes, but all concerned 
know that this was the purpose and understanding. * * * The county has 
no use for this land except for park purposes and possibly an ineidental use as a 
borrow source in the widening of United States Highway 66 which is adjacent to 
the land.” 

A study of the provisions of this bill, however, has led to a conclusion that it is 
inadequate with respect to the area of land to be conveyed to Potter County 
and that the legal description thereof should be revised. In lines 3, 4, and 5 on 
page 2 of the bill the following wording appears: ‘‘The lands to be conveyed 
under the authority of this Act contain approximately two hundre d and seventy- 
five acres in Potter County, Texas, * * *.’ 

This areas does not agree with the area of 297 acres which the Veterans’ Admin- 
istration reported as excess and which 297 acres includes a portion of a strip along 
the southern boundary of the reservation, the use of which was granted to Potter 
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County for highway purposes by a deed of easement dated December 5, 1949. 
It is believed that a survey of the tract reported excess by the Veterans’ Adminis- 
tration will reflect that it consists of 297 acres, more or less, of which 284 acres, 
more or less, is land exclusive of the right-of-way and that 12 acres, more or less, 
is a portion of the highway easement which is covered by the above-mentioned 
deed of easement and which is recorded in the land records of Potter County, 
Tex., in volume 494, page 37. 

The deed of easement covering the right-of-way hereinabove referred to and 
which area consists of some 20 acres, more or less, in its entirety, did not pass title 
to Potter County, the fee title thereof remaining in the United States. It is 
believed by this office, which position is concurred in by representatives of Real 
Estate Service, Veterans’ Administration, that the fee title covering the right-of- 
way should not be excluded from the proposed legislation. 

Moreover, we have been unable to check several of the courses and distances of 
the excess property as described in the draft of H. R. 5567 with the descriptions 
included in several deeds of record, even though we have transposed the measure- 
ment of ‘“‘varas,”’ as given in the draft, to ‘feet’’ by using 2.778 feet for 1 vara 
(2.778 feet being the eauivalent unit of a vara in Texas and used by the Bureau 
of Land Management, Department of the Interior). 

It would therefore appear to be in the interest of all concerned that the property 
be resurveyved and that, in doing so, the area covered by the deed of easement for 
highway purposes be included, and that the legal description of the lands to be 
conveved to Potter County cover both the excess portion and the area now used 
for highway purposes; moreover, that such a resurvey and description be reconciled 
with the existing descriptions of record. Inasmuch as Potter County is obtaining 
these lands, for public use, without consideration, it would appear that Potter 
County should provide such a resurvey and description. 

In view of the facts and circumstances relating to the acc uisition of this property 
by the United States and that it is proposed to be used by Potter County in the 
public interest, we will interpose no objection to the enactment of this legislation 
provided the legal description is revised as hereinabove suggested. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely vours, 


Jess LARSON, Adminis‘ra’‘or 





VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washingion, dD. C.. January 23, 1952. 
Hon. Wittiam L. Dawson, 
Chairman, Committee on Expenditures in the Executive De partments, 
House of Representatives, Washington, D. C. 


Drar Mr. Dawson: Further reference is made to your letter of October 4, 
1951, requesting the views and comments of the Veterans’ Administration relative 
to H. R. 5567, Eightv-second Congress, a bill to provide for the conveyance to 
Potter County, Tex., of certain surplus lands located at the Veterans’ Adminis- 
tration hospital near Amarillo. 

‘The bill proposes to authorize and direct the Administrator of General Services 
to convey, without consideration, to the County Commissioners Court of Potter 
County, Tex., all right, title, and interest of the United States in and to a 
described tract of land, containing approximately 275 acres, situated in Potter 
County, Tex. 

On October 27, 1938, the United States, through a condemnation proceeding, 
acquired title to a tract of approximately 364 acres of land located in and owned 
by the county of Potter, Tex., as a site for a proposed Veterans’ Administration 
hospital. The county of Potter agreed to an appraisal of value of the tract of 
$3, which amount was paid as the consideration for the land. On October 9, 1939, 
the .county of Potter, Tex., having meanwhile acquired statutory authority to 
dispose of its property by sale or gift to the United States, under certain condi- 
tions, executed a confirmatory deed to the Government covering the same land. 
A Veterans’ Administration hospital was subsequently constructed on the north- 
easterly portion of that tract, which is presently operated as a 187-bed hospital 
with a preponderance of general medical and surgical patients. 

On August 14, 1950, 297 acres of the mentioned tract were declared to the 
General Services Administration as excess to the needs of the Veterans’ Adminis- 
tration. A photostatic copy of a survey of the section of land containing the 
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Veterans’ Administration installation in Potter County, Tex., with the present 


A 
installation outlined in red and the tract declared excess shown by crosshateh ing, 
is attached hereto for the information of the committee. The survey also depicts 
the location of the existing hospital buildings in relation to the area di ‘d 


excess. 
Presumably, the bill intends to return to Potter County, Se , that portion of 


1011 


the tract of land origins lly acquired from the county which has s » been declared 
excess by the Veterans’ Administration. It is noted, in this cor aoa , that the 
bill states that the land to be conveyed cont: ~~ approximately 275 acres. No 
attempt has been made to ascertain the basis for the variance between that acre- 
age and the 297 acres referred to in the cn Pa paragraph. It is indicated, 
however, that the narrative description contained in the bi ik a major 
portion of the land declared excess by the Veterans’ Admini In view of 





the fact that the bill provides for the conveyance of the 


Sauienatones of General Services, it is assumed that your committee will secure 
his views relative to H. R. 5567. Undoubtedly, his office is in a position to furnish 
your committee with further information relative to the exact tract of land which 
the bill proposes to convey. 

H. R. 5567 contains no indication of the use proposed to be made of the d 
scribed land. It is possible that the land might be used for certain purposes 
which would be inimical to the proper and effective operat of the Veterans 
Administration hospital located on a contiguous tract of lar ey Accordingly, if 
the bill is to receive favorable consideration, it is recommended in the Gover 
ment’s interest that it be amended to state specifically the use to which the described 


land is to be put, and, assuming that such use is not incompatible with the opera- 
tion of the Veterans’ Administration hospital, that it contain a provision for r 
version of the land to the United States in the event it ceases to be so used. 
Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee. 
Sincerely vours, 








' 
5 
' 
f 
i 
' 
' 


f 
¥ 
& 
& 
€ 


2d Session No. 2478 


82p CoNGRESS ' HOUSE OF REPRESENTATIVES | REport 





AMENDMENT OF SECTION 2879 (B) OF THE INTERNAL 
REVENUE CODE 








Jury 3, 1952.— Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Esernarrter, from the Committee on Ways and Means, 
submitted the following 


REPORT 


[To accompany H. R. 7651] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 7651) to amend section 2879 (b) of the Internal Revenue Code, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill as amended do pass. 

The amendment strikes out all after the enacting clause and inserts 
a substitute which appears in the reported bill in italic type. 


PURPOSE OF THE BILL 


The purpose of this bill is to extend from 8 to 12 vears the period 
of storage in bond for distilled spirits which are in internal reve- 
nue bonded warehouses on the date the amendment takes effect. 


GENERAL STATEMENT 


The tax on distilled spirits is unique among excise taxes in that 
producers are required to pay tax at the end of a fixed period of time, 
8 years. As the tax is large relative to the cost of production and 
warehousing, there results a pressure to place on the market stocks 
forced out of bond irrespective of the demand for spirits at that time. 
If stocks so forced out are large in amount, this action can have very 
unfavorable effects on prices received by producers and the general 
financial state of the industry. 

These statements may become more significant when placed into 
focus bv the relevant factual picture existing at the present time. 

Whisky inventories have expanded greatly from the level existing 
at the end of World War II. Each vear since the end of the war, 
production has greatly exceeded withdrawals from bond plus losses 
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during storage. Production was particularly large in the fiscal vear 
1951 when the industry was concerned about possible future limitations 
on output because of the conflict in Korea. As a result, stocks of 
whisky in bond increased from 307,587,545 tax gallons at the end of 
the fiscal year 1945 to 751,233,178 tax gallons at the end of the fiscal 
year 1951. Since June 30, 1951, up to and including April 30, 1952, 
the stocks of whisky in bond have further increased to 769,763,313 
tax gallons. 

Tax-paid withdrawals of whisky decreased after fiseal year 1943 
and, except for the year ended June 30, 1951, have since been less 
than the annual tax-paid withdrawals for the fiscal years 1936 to 1943, 
inclusive. The decrease in tax-paid withdrawals of whisky during 
and since the war is due, primarily, to the increased use of spirits and 
alcohol with whiskey in the production of rectified whiskv. The 
records of the Bureau of Internal Revenue show that the total 
quantities of whisky. including rectified whisky, marketed annually 
since the war exceed the quantities marketed annually before that 
event. 

The 751,233,178 tax gallons of w . 
warehouses on June 30. 1951, consisted of the following quantities, 
listed according to the fiscal years in which produced: 


‘hisky in internal revenue bonded 


sia y 


1 
i 
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Year: Tes w =| Year— Continued. Tar grllons 
LOL -21 ons cm : 11, 989 1948___- -- 124, 200, 582 
ce care anc am 0| ROE V nanan - . 147, 663, 996 
1945 ra - . 4, 607, 034 1950__- sino Cares a? 
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ROOT kk cows OD: A 
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The 4,607,034 tax gallons produced during the fiscal vear 1945 con- 
sisted of 1,104,752 tax gallons produced in the fall of 1944 and 3,502,282 
tax gallons produced in the spring of 1945; and the 49,770,803 tax 


gallons produced during the fiscal vear 1946 consisted of 22,950,519 


tax gallons produced in the fall of 1945 and 26,820,284 tax gallons 
procuced in the spring of 1946. 


| 
i 


ry - : . . . 1 . 
Phe average annual disappearances (tax-paid and tax-free with- 
eM ee ee cia Se ee Sa 1 ee ee . : , 
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1949, and 1950 were as [ollows: 

Age: Taz gallons Aca Continued. Tar gallons 
1 10:3 ROM n kc cncens 10, 754, 930 3 to 4 years.......... 22 194 863 
ClO 7. JRSrs....5. 3356 14, 510, 129 2 to 3 years.......-.. 5, 372, 157 
> to 6 years_.._....... 13. 827, 338 oe 2 1, 298, 842 
£00: FOOlG. oo cc 4, 307, 656 Ee TORS. on wwece ca 893, 707 


It is apparent that there is no immediate problem of importance of 
forced withdrawals by operation of the 8-year bonded period. In 
view of the fact that average annual dispapearances of whisky 7 to 
8 years old in the fiscal years 1948, 1949, and 1950 were over 10,000,000 
tax gallons, it is clear that the 1,104,752 tax gallons which would 
reach the limit of the bonded period during the fall of the current 
year will be absorbed in the ordinary course of business. It is equally 
clear that the 3,502,282 tax gallons which would reach the limit of 
the bonded period in the spring of 1953 will likewise be absorbed. 

While enforced withdrawals of whisky are not imminent. over- 
production has been and continues to be such that enforced with- 
drawals will become necessary. If withdrawals continue to be made 
in substantially the same age proportions as heretofore, a period of 
force-outs of stocks presently in bond will begin in the fall of 1953 or 
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the Spring of 1954. With withdrawals continuing in customary age 
proportions, it is estimated that the quantities of whisky reaching the 
limit of the 8-year bonded period and which must be withdrawn or 
forced out are approximately 31,000,000 tax gallons in fiseal year 1954, 
approximately 57,000,000 tax gallons in fiscal vear 1955, and pen 
mately 67,000,000 tax gallons in fiscal year 1956. Variable but lar; 


ger 
quantities will reach the limit of the bonded period and must be 
withdrawn or forced out in the fiscal years 1957 to 1960, inclusive. 
It is apparent from the foregoing figures that the pr sent bon ling 
period could adversely affect the distilled spirits industry because it 
is faced with the prospect of a large accumulation of 8-year-old 
whisky within approximately 2 years. Under the bill, the industry 
would have the opportunity | to arrange for the disposition of the older 
whisky stocks in a more orderly manner than appears to be the prospect 
with the present casianen. This would afford relief insofar as the 


enforced marketing of the older whisky might be involved. Your 
committee believes, however, that the bill would not provide a per- 
manent solution of the problem. ‘The solution lies in the adoption 
by the industry of production programs more consistent with pro- 
spective trade requirements. 

The proposed extension of the bonded period probably would not 
substantially affect the aggregate revenue over a period of years pro- 
vided the tax rate remains unchanged. It would impose upon the 
Government the burden of safeguarding the whisky in the interest 
of revenue protection for a longer period, but this would not appre- 
ciably increase the expense of supervising warehouse operations. 


The Treasury Department does not object to the enactment of the 


bill. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing ae ok ue the bill, 
as introduced, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


SEecTION 2879 oF THE INTERNAL REVENUE CODE 
SEC. 2879. DEPOSITS OF SPIRITS IN WAREHOUSES 
(a) Enrry ror Deposit.—The distillers of all spirits ss aiadd to an internal 
revenue bonded warehouse shall enter the same for deposit 
under such regulations as the Commissioner may 
in such form as the Commissioner shall prescribe. 
(b) Time For PAYMENT OF THE TAax.— 

(1) The tax on all distilled spirits hereafter entered 
revenue bonded warehouses shall be due and payaole before ana al ine time the 
same are withdrawn therefrom and within eight years from the date of the original 
entry for deposit therein. and warehousing bonds hereafter taken under the pro- 
visions of the internal revenue iaws shali be conditioned for the payment of the 
tax on the spirits as specified in the entry before withdrawal from the internal 
revenue bonded warehouse. and within eight years from the date of said entry. 

(2) As to ali distilled spirits in interna’ revenue bonded warehouses on the 
date this subparagraph takes effect, the time within which such spirits are re quired 
by existing iaw to be withdrawn and the tax paid thereon is extended to a period 
not exceeding twelve years from the date of origina entry of such spirits for de- 
posit in warehouse: Provided, That such extension shall not be made in any 
case unless the warehousing bond shall be suitably endorsed, under such requla- 
tions as the Commissioner may prescribe. to extend the liability of principal and 
surely for the period for which the extension is granted. 
* * * * * 7 * 
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AMENDMENT OF SECTIONS 1606 AND 1607 OF THE 
INTERNAL REVENUE CODE 


Jury 3, 1952.—Comnnitted to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Keoeu, from the Committee on Ways and Means, submitted the 


UNIV. OF MICH. following 
JUL 15 1952 REPORT 
LAW LIBRARY [To accompany H. J. Res. 457] 


The Committee on Ways and Means, to whom was referred the 
| joint resolution (H. J. Res. 457) to amend sections 1606 and 1607 of 
the Internal Revenue Code, as amended, and for other purposes, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the joint resolution, as amended, do pass. 

The amendment strikes out all after the enacting clause and 


| inserts a substitute which appears in the reported bill in italic type. 
; The purpose of this resolution is to provide unemployment insurance 
coverage to seamen employed on vessels operated for the account of 


the United States. This vessel-operation program, instituted on 
March 13, 1951, is carried on by a National Shipping Authority in the 
Maritime Administration established by the Secretary of Commerce 
to carry on the functions of transporting cargoes essential to Govern- 
ment military and other defense-related programs. 

The seamen employed on vessels operated in this program are 
employees of the United States. The vessels in this program are 
Goverrment-owned vessels from the national defense reserve fleet. 
Seamen may shift their employment from privately owned and oper- 

ated vessels to Government owned and operated vessels in the interest 
of Government needs. Under the administrative policy of the Mari- 
time Administration, Department of Commerce, and pursuant to the 
provisions of Public Law 17 of the Seventy-eighth Congress, and 
Public Law 45 of the Eighty-second Congress, these seamen are 
accorded, with a few exceptions, the same rights they would have if 
privately employed. One of the exceptions is unemployment insur- 
ance coverage, which this resolution is designed to provide. 

This resolution provides for Federal consent for coverage of these 
employees by the States. Federal consent is necessary because the 
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seamen are employees of the United States. The necessary consent 
is provided through appropriate amendments to the Internal Revenue 
Code. 

Since the first of the year, approximately 360 vessels of the.538 
operated in this program have been laid up resulting in the unem- 
ployment of a large number of the seamen forme:ly employed on those 
ships. Thus, there is a real and immediate need for the legislation. 

Representatives of the industry, of maritime labor, of the various 
Federal agencies interested in the problem, and representatives of 
the maritime States whose laws provide unemployment insurance 
coverage for privately employed seamen, have participated in drafting 
this measure. The committee amendment is clarfying and perfecting 
in nature and has the approval of the agencies concerned with the 
administration of the law. 


CHANGES IN Existinc Law 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, chaages in existing law made by the joint 
resolution, as introduced, are shown as follows (new matter is printed 
in italics, existing law in which no change is proposed is shown in 
roman): 

INTERNAL REVENUE CODE 


SEC. 1606. INTERSTATE COMMERCE AND FEDERAL INSTRUMENTAL- 
ITIES. 


(a) No person required under a State law to make payments to an unemploy- 
ment fund shall be relieved from compliance therewith on the ground that he 
is engaged in interstate or foreign commerce, or that the State law does not dis- 
tinguish between employees engaged in interstate or foreign commerce and those 
engaged in intrastate commerce. 

(b) The legislature of any State may require any instrumentality of the United 
States (except such as are (A) wholly owned by the United States, or (B) exempt 
from the tax imposed by section 1600 by virtue of any other provisions of law), 
and the individuals in its employ, to make contributions to an unemployment 
fund under a State unemployment compensation law approved by the Board 
under section 1603 and (except as provided in section 5240 of the Revised Statutes, 
as amended, and as modified by subsection (c) of this section) to comply otherwise 
with such law. The permission granted in this subsection shall apply (1) only to 
the extent that no discrimination is made against such instrumentality, so that if 
the rate of contribution is uniform upon all other persons subject to such law on 
account of having individuals in their employ, and upon all employees of such 
persons, respectively, the contributions required of such instrumentality or the 
individuals in its employ shall not be at a greater rate than is required of such 
other persons and such employees, and if the rates are determined separately for 
different persons or classes of persons having individuals in their employ or for 
different classes of employees, the determination shall be based solely upon unem- 
ployment experience and other factors bearing a direct relation to unemployment 
risk, and (2) only if such State law makes provision for the refund of any contri- 
butions required under such law from an instrumentality of the United States or 
its employees for any year in the event said State is not certified by the Board 
under section 1603 with respect to such year. 

(c) Nothing contained in section 5240 of the Revised Statutes, as amended, 
shall prevent any State from requiring any national banking association to render 
returns and reports relative to the association’s employees, their remuneraticn and 
services, to the same extent that other persons are required to render like returns 
and reports under a State law requiring contributions to an unemployment fund. 
The Comptroller of the Currency shall, upon receipt of a copy of any such return 
or report of a national banking association from, and upon request of, any duly 
authorized official, body, or commission of a State, cause an examination of the 
correctness of such return or report to be made at the time of the next succeeding 
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examination of such association, and shall thereupon transmit to such official, body, 
or commission a complete statement of his findings respecting the accuracy of 
such returns Cr reports. 

(d) No person shall be relieved from compliance with a State unemployment 
compensation law on the ground that services were performed on land or premises 
owned, held, or possessed by the United States, and any State shall have full juris- 
diction and power to enforce the provisions of such law to the same extent and 
with the same effect as though such place were not owned, held, or possessed by 
the United States 

(e) The legislature of any State may, with respect to service to be performed 
after December 31, 1945, by a laborer, mechanic, or workman, in connection with 
construction work or the operation and maintenance of electrical facilities, as an 
employee performing service for the Bonneville Power Administrator (hereinafter 
called the Administrator), require the Administrator, who for the purposes of 
this subsection is designated an instrumentality of the United States, and any 
such employee, to make contributions to an unemployment fund under a State 
unemployment compensation law approved by the Board under section 1603 and 
to comply otherwise with such law. Such permission is subject to the conditions 
imposed by subsection (b) of this section upon permission to State legislatures to 
require contributions from instrumentalities of the United States. The Admin- 
istrator is authorized and direeted to comply with the provisions of any applicable 
State unemployment compensation law on behalf of the United States as the 
employer of individuals whose service constitutes employment under such law by 
reason of this subsection. 

(f) The legislature of any State in which a person maintains the operating 
office, from which the operations of an American vessel operating on navigable 
waters within or within and without the United States are ordinarily and regularly 
supervised, managed, directed and controlled, may require such person and the 
officers and members of the crew of such vessel to make contributions to its un- 
employment fund under its State unemployment compensation law approved by 
the Federal Security Administrator (or approved by the Social Security Board 
prior to July 16, 1946) under section 1603 and otherwise to comply with its 
unemployment compensation law with respect to the service performed by an 
officer or member of the crew on or in connection with such vessel to the same 
extent and with the same effect as though such service was performed entirely 
within such State. Such person and the officers and members of the crew of 
such vessel shall not be required to make contributions, with respect to such 
service, to the unemployment fund of any other State. The permission granted 
by this subsection is subject to the condition that such service shall be treated, for 
purposes of wage credits given employees, like other service subject to such State 
unemployment compensation law performed for such person in such State, and 
also subject to the same limitation, with respect to contributions required from 
such person and from the officers and members of the crew of such vessel, as is 
imposed by the second sentence (other than clause (2) thereof) of subsection (b) 
of this section with respect to contributions required from instrumentalities of 
the United States and from individuals in their employ. 

(g) The permission granted by subsection (f) of this section shall apply in the same 
manner and under the same conditions (including the obligation to comply with all 
requirements of State unemployment compensation laws) to general agents of the 
Secretary of Commerce with respect to service performed from and after March 13, 1951, 
by officers and members of the crew on or in connection with vessels owned by or 
bareboat-chartered to the Maritime Administration, Department of Commerce. As 
to any such vessel, the State permitted to require contributions on account of such service 
shall be the State to which the general agent would make contributions if the vessel were 
operated for his own account. Such general agents are designated, for this purpose, 
instrumentalities of the United States not whol'y owned by it and shall not be exempt 
from the tax imposed by section 1600. The permission granted by this subsection is 
subject to the same conditions and limitations as are imposed in subsection (f) of this 
section and in clause (2) of the second sentence of subsection (b) of this section, and 
to the further condition that the State reauiring contributions shall regard contributions 
based on wages paid by such general agent on behalf of the United States in the period 
prior to July 1, 1952, as having been paid on time, if such contributions have been paid 
by such general agent to such State on or before September 30, 1952. 

(h) In the event the State permitted to require contributions by subsection (9) of this 
section does not do so, the Secretary of Commerce is authorized to make, or to require 
such general agents to make, application for voluntary election of coverage under the 
unemployment compensation law of any State 
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(i) Any State may, as to service performed after the enactment of this subsection 
and on account of which contributions are made pursuant to subsection (g) or (h) of 
this section, require contributions from persons performing such service under any 
State unemployment compensation law or temporary disability insurance law admin- 
istered in connection therewith and may require agents of the Secretary of Commerce 
to make contributions thereunder and to make such deductions from wages as are 
required by such laws. 

(j) Each agent of the Secretary of Commerce making contributions pursuant to 
subsections (g) and (h) of this szction i3 a separate entity in his capacity as an instru- 
mentality of the United States, distinct from his identity as an employer on his own 
account. 


SEC. 1607. DEFINITIONS. 


When used in this subchapter- 
(a) EMPLOYER. * * * 
* * * * * * * 


(ec) EMpLoYMEN?T.—The term ‘“‘employment’’ means any service performed 
prior to July 1, 1946, which was employment as defined in this section as in 
effect at the time the service was performed; and any service, of whatever nature, 
performed after June 30, 1946, by an'employee for the person employing him, 
irrespective of the citizenship or residence of either, (A) within the United States, 
or (B) on or in connection with an American vessel under a contract of service 
which is entered into within the United States or during the performance of which 
the vesse! touches at a port in the United States, if the employee is employed on 
and in connection with such vessel when outside the United States, except— 

(1) Agricultural labor (as defined in subsection (1)); 
* * * * * * * 


(6) Service performed in the employ of the United States Government or 
of an instrumentality of the United States which is (A) wholly owned by the 
United States, or (B) exempt from the tax imposed by section 1600 by virtue 
of any other provision of law: Provided, however, That service performed from 
and after March 13, 1951, which would otherwise be included as employment 
under this section shall not be excluded by reason of the fact that it is performed 
on or in connection with a vessel owned by or bare-boat-chartered to the United 
States and whose business is managed by a general agent of the Secretary of 
Commerce. Each such general agent shall, as a separate entity distinct from 
his identity as an employer on his own account, be subject to the tax imposed by 
section 1600, and to all other requirements imposed upon an employer under this 
subchapter with respect to service which constitutes employment by reason of this 
proviso. Nothing in this section or in section 1606 shall be construed as consti- 
tuting such officers and members of crews employees of general agents of the Sec- 
retary of Commerce except for purposes of unemployment compensation, tempo- 
rary disability insurance and this subchapter. 


O 
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HOUSING ACT OF 1952 


Jury 3, 1952—Ordered to be printed 


Mr. Spence, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany 8. 3066] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 3066) to amend 
defense housing laws, and for other purposes, having met, after full 
and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the House recede from its amendment numbered 1. 

That the Senate recede from its disagreement to the amendment of 
the House numbered 2. 

BRENT SPENCE, 
Paut Brown, 
Wricut PAaTMAN, 
ALBERT RalIns, 
Henry O. Tate, 
ALBERT M. Co.ue, 


NIV. OF MICH. Managers on the Part of the House. 
JUL 15 1959 B. R. Maypank, 


A. Wituts Rosertson, 
rT AW DADDY JOHN SPARKMAN, 
LAW ABDRA Y ’ 
A LX Homer E. Caprenart, 
ANDREW F. ScHoEpPeEL, 
Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses pn the amendments of the House 
to the bill (S. 3066) to amend defense housing laws, and for other 
purposes, submit the following statement in explanation of the effect 
of the action agreed upon and recommended in the accompanying 
conference report as to each of such amendments, namely: 

Amendment No. 1 of the House struck out section 12 of the Senate 
bill which section would have amended section 5 (c) of the Home 
Owners’ Loan Act of 1933, as amended, to authorize Federal savings 
and loan associations to purchase loans secured by first liens on 
improved real estate which are insured under the provisions of the 
National Housing Act, as amended, or the Servicemen’s Readjustment 
Act of 1944, as amended, without regard to the 50-mile area restriction 
now applicable to such purchases. In retaining this provision author- 
izing such purchases the committee of conference desires to make it 
clear that the authority so provided is permissive, and that it does 
not authorize any such association to originate this type of loan beyond 
the present ogg cae area limitations. 

Amendment No. 2, which is retained in the conference report, 
pertains to certain insuring programs administered by the Federal 
Housing Commissioner pursuant to the National Housing Act. 


BRENT SPENCE, 

Pavut Brown, 

Wricnt ParTMan, 

ALBERT Rains, 

Henry O. Tate, 

ALBERT M. Co .ez, 
Managers on the Part of the House. 


O 
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VETERANS’ READJUSTMENT ASSISTANCE ACT OF 1952 


Juty 3, 1952.—Ordered to be printed 


Mr. RANKIN, from the committee of conference, submitted 
‘NIV: OF MICH the following 
JUL 15 1959 CONFERENCE REPORT 


To accompany H. R. 7656 
1 LAW LIBRARY Pi | 
The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7656) to 
provide vocational readjustment and to restore lost educational oppor- 
tunities to certain persons who served in the Armed Forces on or after 
June 27, 1950, and prior to such date as shall be fixed by the Presi- 
dent or the Congress, and for other purposes, having met, after full 
and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 
That the Senate recede from its amendments numbered 3, 4, 11, 12, 
13, 14, 15, 16, 17, 20, 23, 26, 27, 28, 35, 36, 37, 42, 43, 44, 45, 46, 58, 
59, 60, 61, 68, 69, 82, 84, 97, 98, 108, 114, and 115. 
That the House recede from its disagreement to the amendments of 
the Senate numbered 2, 8, 9, 31, 32, 46, 41, 48, 50, 51, 52, 53, 54, 
55, 56, 57, 62, 63, 64, 65, 67, 71, 73, 74, 75, 77, 78, 79, 80, 85, 86, 99, 
100, 101, 102, 103, 104, 105, 106, 107, 109, 110, 111, 112, and 113, 
and agree to the same. 


Amendment numbered 1: 

; be 44 fs) 

That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment 
as follows: 

Strike out the matter proposed to be stricken by the Senate amend- 
ment and insert in lieu thereof the following: the unemployment com- 
pensation benefits,; and the Senate agree to the same. 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the same with an amendment 
as follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment, insert the matter proposed to be inserted by the Senate 

H. Rept. 2481, 82-2——1 
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amendment, and on page 5, line 24, of the House engrossed bill 
strike out ‘1’”’ and in lieu thereof insert 20; and the Senate agree to 
the same. 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment, 
as follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment and insert in lieu thereof the following: Notwithstanding 
the foregoing provisions of this section, an eligible veteran may not pursue 
a program of education or training at an educational institution or 
training establishment which is not located in a State, unless such pro- 
gram is pursued at an approved educational institution of higher learn- 
ing. The Administrator in his discretion may deny or discontinue 
the enrollment under this title of any veteran in a foreign educational 
institution if he finds that such enrollment is not for the best interest of 
the veteran or the Government.; and the Senate agree to the same. 


Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment as 
follows: 

Omit the matter proposed to be inserted by the Senate amendment 
and on page 10, line 3, of the House engrossed bill, after the word 
“veteran”, insert (except an eligible veteran whose program has been 
interrupted or discontinued due to his own misconduct, his own neglect, 
or his own lack of application); and the Senate agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the sime with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: eighty-five per centum; and the Senate agree 
to the same. 


Amendment numbered 18: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $135; and the Senate agree to the same. 


Amendment numbered 19: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: dependent, or at the rate of $160 per month, 
if he has more thon one dependent; and the Senate agree to the same. 
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Amendment numbered 21: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 21, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $100; and the Senate agree to the same. 


Amendment numbered 22: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 22, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: dependent, or at the rate of $120 per month, 
if he has more than one dependent; and the Senate agree to the same. 


Amendment numbered 24: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 24, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $60; and the Senate agree to the same. 


Amendment numbered 25: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 25, and agree to the same with an amendment 
as follows: ; 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: dependent, or at the rate of $80 per month, 
if he has more than one dependent; and the Senate agree to the same. 


Amendment numbered 29: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 29, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $110; and the Senate agree to the same. 


Amendment numbered 30: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 30, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: dependent, or (3) $130 per month, if he has 
more than one dependent; and the Senate agree to the same. 


Amendment numbered 33: 


That the House recede from its disagreement to the amendment of 
bac Senate numbered 33, and agree to the same with an amendment as 
ollows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment, omit the matter proposed to be inserted by the Senate 
amendment, and on page 17, lines 22 and 23, of the House engrossed 
bill strike out “(1) $225 per month, if he has no dependent, or (2)”; 
and the Senate agree to the same. 
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Amendment numbered 34: 


That the House recede from its disagreement to the amendment of 
— Senate numbered 34, and agree to the same with an amendment as 
ollows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment, omit the matter proposed to be inserted by the Senate 
amendment, and on page 17, lines 23 and 24, of the House engrossed 
bill strike out “per month, if he has one” and in lieu thereof insert 
$310 per month; and the Senate agree to the same. 


Amendment numbered 38: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 38, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $110; and the Senate agree to the same. 


Amendment numbered 39: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 39, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: dependent, or (3) $130 per month, if he has 
more than one dependent; and the Senate agree to the same. 


Amendment numbered 47: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 47, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: : Provided, That the Administrator shall not 
define full-time apprentice training for a particular establishment other 
than that established as_ the standard work-week through bona-fide col- 
lective bargaining between employers and employees; and the Senate 
agree to the same. 


Amendment numbered 49: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 49, and agree to the same with an amendment 
as follows: 

Restore the matter proposed to be stricken out by the Senate 
amendment, and on page 22, line 12, of the House engrossed bill strike 
out “£$31’’ and in lieu thereof insert $10; and the Senate agree to the 
same. 


Amendment numbered 66: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 66, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: and the Director, Bureau of Apprenticeship, 
Department of Labor; and the Senate agree to the same. 
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Amendment numbered 70: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 70, and agree to ‘the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

(d) The Administrator may, after reasonable notice and public 
hearings, waive in writing the application of this section in the case of any 
officer or employee of the Veterans’ Administration, of the Office of 
Education, or of a State approving agency, if he finds that no detriment 
will result to the United States or to eligible veterans by reason of such 
interest or connection of such officer or employee. 

And the Senate dgree to the same. 


Amendment numbered 72 


F* That the House recede from its disagreement to the amendment of 
the Senate numbered 72, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

(b) The Administrator shall pay to each educational institution 
which is required to submit reports and certifications to the Adminis- 
trator under this title, an allowance at the rate of $1.50 per month for 
each eligible veteran enrolled in and attending such institution under 
the provisions of this title to assist the educational institution in defraying 
the expense of preparing and submitting such reports and certifications. 
Such allowances shall be paid in such manner and at such times as may 
be prescribed by the Administrator, except that in the event any institution 
fails to submit reports or certifications to the Administrator as required 
by this title, no allowance shall be paid to such institution for the month 
or months during which such reports or certifications were not submitted 
as required by the Administrator. 

And the Senate agree to the same. 


Amendment numbered 76: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 76, and agree to the same with an amendment 
as follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment, insert the matter proposed to be inserted by the Senate 
amendment, and on page 49, line 10, of the House engrossed bill 
strike out ‘1”’ and in lieu thereof insert 20; and the Senate agree 
to the same. 


Amendment numbered 81: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 81, and agree to the same with an amendment, 
as follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment and in lieu thereof insert ; SUBSTANTIAL DEFICIENCIES IN 
Housine; and the Senate agree to the same. 
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Amendment numbered 83: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 83, and agree to the same with an amendment 
as follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment and in lieu thereof insert: 

“(e) The Administrator shall have the right to refuse to appraise any 
dwelling or housing projec. owned, sponsored, or to be constructed by any 
person identified wuh housing previously sold to veterans under this title 
as to which substantial deficiencies have been discovered, or as to which 
there has been a failure or indveated inability to discharge contractual 
liabilities to veterans, or as to which it is ascervained that the type of con- 
tract of sale or the methods or practices pursued in relation to the marketing 
of such properties were unfair or unduly prejudicial to veteran pur- 
chasers.” 

And the Senate agree to the same. 


Amendment numbered 87: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 87, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


TITLE IV—UNEMPLOYMENT COMPENSATION FOR VET- 
ERANS OF SERVICE ON OR AFTER JUNE 27, 1950 


And the Senate agree to the same. 
Amendment numbered 88: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 88, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


COMPENSATION FOR VETERANS UNDER STATE AGREEMENTS 


See. 401. (a) The Secretary is authorized on behalf of the United 
States to enter into an agreement with any State, or with the agency 
administering the unemployment compensation law of such State, under 
which such State agency (1) will make, as agent of the United Siates, 
payments of compensation to veterans, in accordance with the provisions 
of this title, and (2) will otherwise cooperate with the Secretary, and 
met or State agencies, in making payments of compensation under 
this title. 

(b) Any such agreement shall, except as provided in section 408, pro- 
vide that compensation at the rate of $26 per week will be paid by the State 
to any veteran in such State with respect to weeks of unemployment (not in 
excess of a total of 26 weeks) which oecur after the ninetieth day after the 
date of the enactment of this Act: Provided, however, That if a veteran is 
eligible to recewe mustering-out payment under section 502 of this Act, 
he shall not be eligible to receive compensation under this title with respect 
to weeks of unemployment completed within thirty days after his dis- 
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charge or ninety days after the date of the enactment of this Act, whichever 
date is the later, if he recewes $100 in such muslering-out payment; within 
staty days after his discharge or ninety days after the date of the enactment 
of this Act, whichever date is the later, if he receives $200 in such muster- 
ing-out payment; or within ninety days after his discharge or ninety days 
after the date of the enactment of this Act, whichever date is the later, if he 
receives $300 in such mustering-out payment. 

(c) Any such agreement shall provide that any determination by a 
State agency with respect to entitlement to compensation pursuant to an 
agreement under this section shall be made in accordance with the State 
unemployment compensation law, insofar as such law is applicable, 
and shall be subiect to review in the same manner and to the same extent 
as determinations under the State unemployment compensation law, 
and only in such manner and to such extent. 

(d) Each agreement shall provide the terms and conditions upon which 
it may be amended or terminated. 

And the Senate agree to the same. 


Amendment numbered 89: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 89, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


COMPENSATION FOR VETERANS IN ABSENCE OF STATE AGREEMENTS 


Sec. 402. (a) In the case of a veteran who is in a State which has no 
agreement under this title with the Secretary, the Secretary, in accordance 
with regulations prescribed by him, shall, upon the filing by such veteran 
of a claim for compensation under this subsection, make payments of 
compensation to him in the same amounts and for the same periods as 
provided in section 401 (b). Any determination by the Secretary with 
respect to entitlement to compensation under this subsection shall be made 
in accordance with the State unemployment compensation law of the 
State in which the veteran is insofar as such law is applicable. 

(b) In the case of a veteran who is in Puerto Rico or in the Virgin 
Islands, the Secretary, in accordance with regulotions prescribed by him, 
shall, upon the filing by such veteran of a claim for compensation under 
this subsecticn, make payments of compensation to him in the same 
amounts and for the some periods as provided in sectim 401 (b). Any 
determination by the Secretary with respect to entitlement lo compensation 
under this subsection shall be made in accordance with the unemployment 
compensation law of the District of Columbia, insofar as such law is 
applicable. 

(c) Any veteran whose claim for compensation under subsection (a) or 
(b) of this section has been denied shall be entitled to a fair hearing in 
accordance with regulations prescribed by the Secretary. Any final 
determination by the Secretary with respect to entitlement to compensation 
under this section shall be subject to review by the courts in the same manner 
and to the same extent as is provided in section 205 (q) of title II of the 
Social Security Act, as amended, with respect to final decisions of the 
Administrator under such title. 

(d) The Secretary may utilize for the purposes of this section the 
personnel and facilities of the agencies in Puerto Rico and the Virgin 
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Islands cooperating with the United States Employment Service under the 
Act of June 6, 1933 (48 Stat. 113), as amended. For the purpose of 
payments made to such agencies under such Act, the furnishing of such 
personnel and facilities shall be deemed to be a part of the administration 
of the public employment offices of such agencies. 

And the Senate agree to the same. 


Amendment numbered 90: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 90, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


PAYMENTS TO STATES 


Src. 403. (a) Each State shall be entitled to be paid by the United 
States an amount equal to the payments of compensation made by such 
State under and in accordance with an agreement under this title. 

(b) In making payments pursuant to subsection (a) of this section 
there shall be paid to the State, either in advance or by way of reimburse- 
ment, as may be determined by the Secretary, such sum as the Secretary 
estimates the State will be entitled to recewe under this title for each 
calendar month, reduced or increased, as the case may be, by any sum by 
which the Secretary finds that his estimates for any prior calendar month 
were greater or less than the amounts which should have been paid to the 
State. Such estimates may be made upon the basis of such statistical, 
sampling, or other method as may be agreed upon by the Secretary and 
the State agency. 

(c) The Secretary shall from time to time certify to the Secretary of the 
Treasury fer payment to each State sums payable to such State under this 
section. The Secretary of the Treasury, prior to audit or settlement by 
the General Accounting Office, shall make payment to the State in accord- 
= with such certification, from the funds for carrying out the purposes 
of this title. 
~ (d) All money paid to a State under this title shall be used solely for the 
purposes for which it is paid; and any money so paid which is not used 
for such purposes shall be returned, at the time specified in the agree- 
ment under this title, to the Treasury and credited to current applicable 
appropriations, funds, or accounts from which payments to States under 
this title may be made. 

(e) An agreement under this title may require any officer or employee 
of the State certifying payments or disbursing funds pursuant to the agree- 
ment, or otherwise participating in its performance, to give a surety bond 
to the United States in such amount as the Secretary may deem necessary, 
and may provide for the payment of the cost of such bond from funds 
for carrying out the purposes of this title. 

(f) No person designated by the Secretary, or designated pursuant to an 
agreement under this title, as a certifying officer, shall, in the absence of 
gross negligence or intent to defraud the United States, be liable with 
ee to the payment of any compensation certified by him under this 
title 

(g) No disbursing officer shall, in the absence of gross negligence or 
intent to defraud the United States, be liable with respect to any payment 
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by him under this title if it was based upon a voucher, signed by a certify- 
ing officer designated as provided in subsection (f) of this section. 

(h) For the purpose of payments made to a State under title III of the 
Social Security Act, administration by the State agency of such State 
pursuant to an agreement under this title shall be deemed to be a part of the 
administration of the State unemployment compensation law. 

(i) Until such time as funds are appropriated to carry out the provi- 
sions of this title, any funds available to the Department of Labor for 
“Grants to States for unemployment compensation and employment 
service administration” are hereby made available for expenditures 
necessary to carry out the provisions of this title: Provided, That any 
such expenditures made or obligations incurred shall be adjusted and 
charged to any applicable appropriation, fund, or authorization when- 
ever a law is enacted which contains such applicable appropriation, fund, 
or authorization. 

And the Senate agree to the same. 


Amendment numbered 91: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 91, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

INFORMATION 


Sec. 404. (a) All Federal departments and agencies are directed to 
make available to State agencies which have agreements under th’s title 
or to the Secretary, as the case may be, such information with respect to 
military service of any veteran as the Secretary may find practicable and 
necessary for the determination of such veteran’s entitlement to compensa- 
tion under this title. 

(b) The agency administering the unemployment compensation law 
of any State shall furnish to the Secretary such information as the Secre- 
tary may find necessary or appropriate in carrying out the provisions of 
this title, and such information shall be deemed reports required by the 
Secretary for the purposes of paragraph (6) of subsection (a) of section 
303 of the Social Security Act, as amended. 

And the Senate agree to the same. 


Amendment numbered 92: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 92, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

PENALTIES 


Szc. 405. (a) Whoever makes a false statement or representation of a 
material fact knowing it to be false, or knowingly fails to disclose a mate- 
rial fact, to obtain or increase for himself or for any other individual any 
payment authorized to be paid under this title or under an agreement 
thereunder shall be fined not more than $1,000 or imprisoned for not 
more than one year, or both. 

(b) Any person who makes, or causes to be made by another, a false 
statement or representation of a material fact knowing it to be false or 


H. Rept. 2481, 82-2———-2 
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knowingly fails, or causes another to fail, to disclose a material fact, and, 
as a result thereof, has received any amount as compensation under this 
title to which he was not entitled, shall be liable to repay such amount 
to the State agency or the Secretary, as the case may be, for the fund from 
which the amount was paid or, in the discretion of the State agency or the 
Secretary, as the case may be, to have such amount deducted from any 
Suture compensation payable to him under this title within the two-year 
period following the finding, if the existence of such nondisclosure or 
misrepresentation has been found by a court of competent jurisdiction 
or in connection with a reconsideration or appeal. 
And the Senate agree to the same. 


Amendment numbered 93: 


That the House recede from its di eement to the amendment of 
- Senate numbered 93, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

REGULATIONS 


Sec. 406. The Secretary is hereby authorized to make such rules and 
regulations as may be necessary to carry out the provisions of this title. 
The Secretary shall insofar as practicable consult with representatives of 
the State unemployment compensation agencies before prescribing any 
rules or regulations which may affect the performance by such agencies‘of 
functions pursuant to agreements under this title. 

And the Senate agree to the same. 


Amendment numbered 94: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 94, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

DEFINITIONS 


Sec. 407. When used in this title— 

(a) The term “‘veteran”’ means any person who has served in the active 
service in the Armed Forces at any time on or after June 27, 1950, and 
prior to such date as shall be determined by Presidential proclamation or 
concurrent resolution of the Congress, and who has been discharged or 
released from such active service under conditions other than dishonorable 
after continuous service of ninety days or more, or by reason of an actual 
service-incurred injury or disability. 

(b) The term “compensation” means the money payments to indivi- 
duals with respect to their unemployment. 

(c) The term ‘‘Secretary’’ means the Secretary of Labor. 

(d) The term “State” includes Hawaii, Alaska, Puerto Rico, the 
Virgin Islands, and the District of Columbia. 

(e) The term “Armed Forces’? means the Army, the Navy, the Air 
Force, the Marine Corps, and the Coast Guard of the United States. 

And the Senate agree to the same. 
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Amendment numbered 95: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 95, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


NONDUPLICATION OF BENEFITS 


Sec. 408. (a) Notunthstanding any other provision of this title, no pay- 
ment shall be made under any agreement under this title, or, in the absence 
of such an agreement, by the Secretary under this title, to a veteran for— 

(1) any week or any part of a week he is eligible (or would be 
eligible except for the provisions of this title or except for any action 
taken by such veteran under this title) to receive unemployment benefits 
at a rate equal to or in excess of $26 per week under any Federal or 
State unemployment compensation law, 

(2) any period with respect to which he receives an education and 
training allowance under subsection (a), (b), (c), or (d) of section 232 
of this Act or a subsistence allowance under part VII or part VIII of 
Veterans Regulation Numbered 1 (a), as amended, or 

(3) any period he receives additional compensation necessary for 
his maintenance under section 6 (b) (2) of the Federal Employees 
Compensation Act as amended. 

(6) In any case in which, for any week or any part of a week, a veteran 
is eligible for payment of compensation under this title and is also eligible 
(or would be eligible except for the provisions of this title or except for any 
action taken by such veteran under this title) to receive for such week or 
such part of a week unemployment benefits at a rate less than $26 per week 
under any Federal or State unemployment compensation law, such veteran 
may elect to receive payment of compensation under this title; but if the 
veteran so elects, the amount of compensation payable under this title shall 
be reduced by the amount of such compensation benefits for which such 
veteran is eligible (or would be eligible except for the provisions of this title 
or except for any action taken by such veteran under this title) wnder such 
Federal or State unemployment compensation law. 

(c) If the veteran elects under subsection (b) to receive payment of 
compensation under this title, he shall be entitled to compensation at the 
rate of $26 per week after the exhaustion of State unemployment benefits 
until the total compensation received under this title equals $676. 

(d) Under no circumstances shall any veteran receive compensation 
under this title from more than one State at one time or in a total amount 
in excess of $676. 

And the Senate agree to the same. 


Amendment numbered 96: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 96, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 
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TERMINATION 


Sec. 409, No compensation shall be paid under this title for any 
week commencing more then five years after the date determined by Presi- 
dential proclamation or concurrent resolution of the Congress prescribed 
in section 407 (a). 

And the Senate agree to the same. 

J. E. RanxKIN, 
Ourn E. Teacue, 
Water RoGers, 
Epith Nourse RocGeErs, 
Auvin E. O’Konsk1, 
Managers on the Part of the House. 
Lister Hi, 
Paut H. Dovetas, 
Joun QO. Pastore, 
Grorce AIKEN, 
I. M. Ives, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The conference agreement largely conforms to the bill as passed by 
the House. 

The House version provided that courses should be initiated no later 
than September 1, 1954, or 2 years after discharge or release. The 
Senate amendment provided for August 1, 1954, and the conference 
agreement provides that courses must be initiated by August 20, 1954. 

The House version had precluded any training outside the United 
States except in the Republic of the Philippines. The Senate struck 
out this provision. The conference agreement permits the taking of 
courses in institutions of higher learning above the secondary school 
level in foreign countries. The conferees wish to stress that this pro- 
gram of education should be most carefully supervised. The confer- 
ence agreement provides that the Veterans’ Administration may dis- 
continue benefits to any veteran in a foreign school where his conduct 
is detrimental to the best interests of the United States. 

The one change of program by the veteran is retained as provided 
in the House version with language which the conferees believe will 
further strengthen this safeguard in the case of veterans who fail to 
apply themselves. 

The section relating to avocational and recreational courses has had 
the flight training portion removed, inasmuch as this type of training 
is covered by very strong safeguards in another section of the bill. 

The House version required that at least 25 percent nonveterans 
should be enrolled in any course offered by a proprietary profit or 
proprietary nonprofit school before a veteran could be enrolled. The 
Senate had reduced this requirement to 10 percent. The conference 
agreement provides for 15 percent. The conferees emphasized that 
the Veterans’ Administration must be alert to subterfuges by schools 
that might attempt to pay tuition of nonveterans in an effort to evade 
this requirement. The House bill required that certain schools to be 
eligible for participation in this program must have been in existence 
for 2 years. The Senate reduced that to 1 year immediately prior to 
enrollment of the veteran. The agreement retains the 2-year period. 

As passed by the House, the bill provided education and training 
allowance of $110 a month for a veteran taking a full-time course and 
who has no dependents, or $150 a month for a veteran with dependents, 
to be paid at the end of each month upon proper certification by the 
veteran and the school. From this amount the veteran is required 
to pay all of his expenses incident to his education or training. The 
version reported by the Committee on Labor and Public Welfare and 
passed by the Senate set up an entirely new formula. It reduced the 
subsistence allowance for the veteran to $80 where the veteran was 
single and provided that he should have paid to him an additional 
sum not to exceed $40 a month to meet the cost of tuition. The Senate 
amendment provided that the Veterans’ Administration would deter- 
mine the fair and reasonable rates in any school with less than 15 per- 
cent nonveterans enrolled. This provision violated the basic spirit 
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and intent of the measure as passed by the House and thus the House 
conferees strongly resisted the inclusion of this amendment. The con- 
ference agreement provides that the $40 a month payment of tuition 
is to be stricken from the bill and that the system provided in the 
House approved measure shall apply, with the exception that the 
rates shall be $110 a month for a veteran taking a full-time course 
and who has no dependents, $135 for a veteran with one dependent, 
and $160 a month for a veteran with more than one dependent. 

For on-the-job training the House bill set the ceiling of allowances 
and earnings at $225 for a veteran with no dependents; $300 if he has 
more than one dependent. The version as passed by the Senate 
provides for $225 if the veteran has no dependent, $275 if he has one 
dependent, and $310 if he has more than one dependent. For reasons 
of equity the conferees have eliminated the category involving the 
dependency status of the veteran and have set the one figure of $310 
= month for a ceiling as the amount a veteran may receive as al- 
owances and earnings under this bill, regardless of his dependency 
status. It is believed that this will work more equitably and at the 
same time reduce administrative costs. 

A proviso has been added that the Administrator shall not define a 
full-time course of apprentice training for a particular establishment 
other than that established as a standard work week through bona fide 
collective bargaining agreements. This provision was not in the 
House bill; however, the managers have agreed to accept it. 

The House bill made it saenthatery that the Administrator, upon a 
finding that an institution has charged an eligible veteran an amount in 
excess of the established charges for nonveterans, disapprove such 
educational institution for the enrollment of veterans. The Senate 
version granted this power, but on a discretionary basis. The confer- 
ence agreement adopts the Senate position. 

The House bill provided that in the case of tax-supported public 
educational institutions which do not have established charges for 
tuition which it requires nonveteran residents to pay, such institution 
may charge an eligible veteran an amount equal to the estimated cost 
of teaching personnel and supplies, but not to exceed $31 per month. 
The Senate bill eliminated that provision and the conference agree- 
ment restores it, but with a limitation of not to exceed $10 per month 
for a full-time course. 

Where the State fails to establish a State-approving agency, or 
where the State asks the Federal Government to act in its behalf, this 
authority is to be exercised by the Administrator of Veterans’ Affairs, 
as provided in the bill as passed by the Senate. The conferees have 
adopted this position, although the House version provided for the 
Commissioner of Education to act in this case. 

Related to the above is authority to approve certain courses which 
the House had lodged in the Commissioner of Education and the 
Senate in the Administrator of Veterans’ Affairs. The conference 
agreement provides that the authority be centered in the Adminis- 
trator. 

Section 244 provides that the Administrator shall utilize the service 
of the Office of Education in developing cooperative agreement be- 
tween State and local agencies relating to the approval of courses of 
education. This provision was included in the bill as passed by the 
House and had been eliminated by the Senate. The conference agree- 
ment provides for its restoration in its original form. 
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The Administrator of Veterans’ Affairs is directed to form an ad- 
visory committee to assist him in the administration of this act. The 
Commissioner of Education had been made an ex officio member by 
the House bill and the Secretary of Labor had been added by the 
Senate bill. The conference agreement provides that the Commis- 
sioner of Education and the Director of the Bureau of Apprenticeship 
shall be ex officio members but not the Secretary of Labor. 

In cases where iv is found that an officer and employee of the Vet- 
erans’ Administration or the Office of Education has a conflict of 
interests between his duties as a Government official and his interest 
in a school, severe penalties are made applicable. As passed by the 
House, there was no discretionary authority contained in this appli- 
cation. The Senate added the provision which permitted the waiving 
of this requirement by the Veterans’ Administration where it is shown 
that the interest of the employee will result in no detriment to the 
United States or to eligible veterans. This discretionary authority 
has been retained by the conference agreement. 

The Senate bill authorized the Administrator to pay educational 
institutions which are required to submit certain reports and certifi- 
cations an allowance for each full-time eligible veteran or a pro-rated 
part thereof for a part-time veteran. No such provision was in the 
House bill. The conference agreement provides for a payment to the 
educational institution of $1.50 per month for each eligible veteran 
enrolled in and attending such institution, to be made in such manner 
and at such time as the Administrator may prescribe. 

The criminal penalties section has been retained as passed by the 
House with the exception that the specific forfeiture provision included 
in the House version has been eliminated. By including the pro- 
visions of section 15 of Public Law 2 for application to this act, the 
same forfeiture provisions now in effect under other programs apply 
to the veteran violating one of the provisions of the education and 
training title. 

The effective date had been set by the House as September 1, 1952. 
The Senate changed this date to August 1. The conference agree- 
ment provides that it shall be effective as of August 20. 

The appropriations of the Veterans’ Administration for adminis- 
tration of medical, hospital, and domiciliary benefits and readjust- 
ment benefits are made available for expenditure for the provisions of 
the education title of this act. 


TITLE III-—-LOANS 


As passed by both the House and the Senate and as provided in the 
conference agreement, the loan-guaranty sections of the Servicemen’s 
Readjustment Act of 1944 are made available to the veterans with 
service on or after June 27, 1950. 

The version as passed by the House provided that the seller of a 
newly constructed dwelling for initial occupancy should give to the 
veteran purchaser a warranty. The Senate bill eliminated this pro- 
vision and the conference agreement conformed to the Senate bill. 

The House also granted authority for the Administrator to refuse 
to appraise dwellings or housing projects which were owned, sponsored 
or constructed by a person identified with housing previously sold to 
veterans as to which substantial deficiencies had been discovered. 
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The Senate bill eliminated that provision. The conference agree- 
ment provides for its restoration. 

The House bill added a new section to title IIT of the Servicemen’s 
Readjustment Act which empowered the Administrator to refuse to 
guarantee or insure loans where it is found that the lender or holder 
has failed to maintain a loan accounting record or for other reasons 
specified in the act. The Senate version eliminated this section and 
the conference agreement provides for its retention in the form ap- 
proved by the House. 


SOCIAL SECURITY CREDITS 


Title IV of the bill as previously passed by the House provided for 
$160 a month credit for social-security purposes. This section was 
stricken by the Senate and the conference agreed to eliminate this 
title on the assurance that a similar provision in H. R. 7800 will be 
enacted during the present session of Congress. 


UNEMPLOYMENT COMPENSATION 


As passed by the House, no unemployment compensation was 
included in the bill and provision was made in the mustering-out 
section that mustermg-out payments should be in lieu of unemploy- 
ment compensation or readjustment benefits. The Senate, however, 
added a section which generally made the veteran eligible for benefits 
to which he would be entitled under the State Jaws. The conference 
agreement in substance provides that the veteran shall be entitled 
to a maximum benefit of $26 per week for a maximum period of 26 
weeks. This provision will be administered by the Secretary of 
Labor under existing agreements and contracts with the States. The 
benefit cost and the cost of administration would be paid by the 
Federal Government. 


MUSTERING-OUT PAYMENT 


Under World War II law each veteran serving less than 60 days 
was awarded, upon discharge, a mustering-out payment of $100 for 
service of less than 60 days with service in this country. The pay- 
ment was $200 where the serviceman served more than 60 days. For 
service of more than 60 days and service overseas the payment was 
$300. The same provisions for identical purposes are made applicable 
to men serving on or after June 27, 1950, with the section to be ad- 
ministered by the Secretary of the service in which the man served. 
The amendment added by the Senate providing that the mustering- 
out allowance should not be paid in addition to a reenlistment bonus 
was eliminated by the conference agreement inasmuch as the con- 
ferees believed that these payments are for separate purposes and 
should be treated as such. 

An amendment was added in the Senate authorizing the veterans 
to take courses from the United States Armed Forces Institute within 
a period of 2 years after their discharge or release. This had been 
suggested by several veterans now serving in Korea and was eliminated 
after discussion by the conferees. 

For the convenience of Members, a comparison of the text as passed 
by the House and Senate follows: 
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Also, for the convenience of the Members, the text as agreed upon 
follows: 


AN ACT To provide vocational readjustment and to restore lost educational opportunities to certain per- 
sons who served in the Armed Forces on or after June 27, 1950, and prior to such date as shall be fixed by 
the President or the Congress, and for other purposes, 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


TITLE I—SHORT TITLE AND STATEMENT OF POLICY 
SHORT TITLE 


Sec. 101. This Act may be cited as the ‘‘Veterans’ Readjustment Assistance 
Act of 1952’’. 


STATEMENT OF POLICY 


Sec. 102. The Congress of the United States hereby declares that the veterans’ 
education and training program created by this Act is for the purpose of providing 
vocational readjustment and restoring lost educational opportunities to those 
service men and women whose educational or vocational ambitions have been 
interrupted or impeded by reason of active service in the Armed Forces during a 

riod of national emergency and for the purpose of aiding such persons in attain- 
ing the educational and training status which they might normally have aspired 
to and obtained had they not served their country; and that the home, farm, and 
business-loan benefits, the unemployment compensation benefits, the mustering 
out payments, and the employment assistance provided for by this Act are for 
the purpose of assisting in the readjustment of such persons from military to 
civilian life. 


TITLE Il—EDUCATIONAL AND VOCATIONAL ASSISTANCE 


Part I-—DEFINITIONS 


Sec. 201. For the purposes of this title— 

(1) the term “basic service period” means the period beginning on June 27, 1950, 
and ending on such date as shall be determined by Presidential proclamation or 
concurrent resolution of the Congress; 

(2) the term “eligible veteran’? means any person who is not in the active service 
in the Armed Forces and who— 

(A) has served in the active service in the Armed Forees at any time during 
the basic service period, 

(B) has been discharged or released from such active service under condi- 
tions other than dishonorable, and 

(C) has served in the active service in the Armed Forces for ninety days or 
more (exclusive of any period he was assigned by the Armed Forces to a 
civilian institution for a course of education or training which was sub- 
stantially the same as established courses offered to civilians, or as a cadet, or 
midshipman at one of the service academies), or has been discharged or 
released from active service by reason of an actual service-incurred injury or 
disability ; 

(3) the term “program of education or training’’ means any single unit course 
or subject, any curriculum, or any combination of unit courses or subjects, which 
is generally accepted as necessary to fulfill requirements for the attainment of a 
predetermined and identified educational, professional, or vocational objective; 

(4) the term ‘‘course’’ Means an organized unit of subject matter in which 
instruction is offered within a given period of time or which covers a 
specific amount of related subject matter for which credit toward graduation or 
certification is usually given; 

(5) the term “dependent”? means— 

(A) a child (as defined in paragraph VI of Veterans Regulation Numbered 
10, as amended) of an eligible veteran, 

(B) a parent (as defined in paragraph VII of Veterans Regulation 
Numbered 10, as amended) of an eligible veteran, if the parent is in fact 
dependent upon the veteran, and 

(C) the wife of an eligible veteran, or, in the case of an eligible veteran who 
is a woman, her husband if he is in fact dependent upon the veteran; 
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(6) the term ‘educational institution” means any public or private elementary 
school, secondary school, vocational school, correspondence school, business school, 
junior college, teachers college, college, normal school, professional school, univer- 
sity, scientific or technical institution, or other institution furnishing education 
for adults; 

(7) the term ‘“‘training establishment’? means any business or other establish- 
ment providing apprentice or other training on the job, including those under the 
superv ision of a college or university or any State department of education, or 
any State apprenticeship agency, or any State board of vocational education, or 
any joint apprentice committee, or the Bureau of Apprenticeship established in 
accordance with Public Law 308, Seventy-fifth Congress, or any agency of the 
Federal Government authorized to supervise such training; 

(8) the term ‘‘ Armed Forces’? means the Army, the Navy, the Air Force, the 
Marine Corps, and the Coast Guard of the United States; 

(9) the term ‘‘State’’ means the several States, the Territories and possessions 
of the United States, and the District of Columbia; 

(10) the term “‘ Administrator” means the Administrator of Veterans’ Affairs; 


(11) the term ‘‘Commissioner’? means the United States Commissioner of 
Education. 


Part II—E.rerriviry 
ENTITLEMENT TO EDUCATION OR TRAINING GENERALLY 


Sec. 211. Each eligible veteran shall, subject to the provisions of this title, be 
entitled to the education or training provided under this title. 


COMMENCEMENT; TIME LIMITATIONS 


Src. 212. (a) No eligible veteran shall be entitled to initiate a program of 
education or training under this title after August 20, 1954, or after two years 
after his discharge or release from active service, whichever is later. 

(b) The program of education and training of an eligible veteran under this 
title shall, on and after the delimiting date for the veteran to initiate his program, 
be pursued continuously until completion except that an eligible veteran may 
suspend the pursuit of his program for periods of not more than 12 consecutive 
months, and may suspend the pursuit of such program for longer periods if the 
Administrator finds that the suspension for each such period was due to conditions 
beyond the control of the eligible veteran. 

(c) In the event an eligible veteran returns to active service in the Armed 
Forees during the basic service period, his date of discharge or release shall, for the 
ak og of this section and section 213, be the date of his discharge or release from 

is last period of active service which began during the basic service period. 


EXPIRATION OF ALL EDUCATION AND TRAINING 


Sec. 213. No education or training shall be afforded an eligible veteran under 
this title beyond seven years after either his discharge or release from active service 
or the end of the basic service period, whichever is earlier. 


DURATION OF VETERAN’S EDUCATION OR TRAINING 


Src. 214. (a) Each eligible veteran shall be entitled to education or training 
under this title for a period equal to one and a half times the duration of his 
active service in the Armed Forces during the basic service period (or to the 
equivalent thereof in part-time training), except that— 

(1) in computing the duration of his active service in the Armed Forces, 
there shall be excluded a period equal to any period he was assigned by the 
Armed Forces to a civilian institution for a course of education or training 
which was substantially the same as established courses offered to civilians 
or as a cadet or midshipman at one of the service academies; 

(2) the period of education or training to which an eligible veteran shall be 
entitled under this title shall not, except as provided in subsection (b), ex- 
ceed thirty-six months; and 

(3) the period of education or training to which an eligible veteran shall be 
entitled under this title together with education or training received under 
po VII (Public Law 16, Seventy-eighth Congress, as amended, and Public 

aw 894, Eighty-first Congress, as amended), or part VIIT of Veterans Reg- 
ulation Numbered 1 (a), as amended, shall not, except as provided in sub- 
section (b), exceed forty-eight months in the aggregate. 











VETERANS’ READJUSTMENT ASSISTANCE ACT’ OF 1952 25 


(b) Whenever the period of entitlement to education or training under this 
title of an eligible veteran who is enrolled in an educational institution regularly 


‘operated on the quarter or semester system ends during a quarter or semester and 


after a major part of such semester or quarter has expired, such period shall be 
extended to the termination of such unexpired quarter or semester. In all other 
courses offered by educational institutions, whenever the period of eligibility ends 
after a major portion of the course is completed such period may be extended to 
the end of the course or for nine weeks, whichever is the lesser period, 

(c) In the case of any eligible veteran who is pursuing any program of educa- 
tion or training exclusively by correspondence, one-fourth of the elapsed time in 
following such program of education or training shall be charged against the 
veteran’s period of entitlement. 


Part III—ENnrRo.uMENt 
SELECTION OF PROGRAM 


Suc. 221. Subject to the provisions of this title, each eligible veteran may 
select a program of education or training to assist him in attaining an educational, 
professional, or vocational objective at any educational institution or training 
establishment selected by him, whether or not located in the State in which he 
resides, which will accept and retain him as a student or trainee in any field or 
branch of knowledge which such institution or establishment finds him qualified 
to undertake or pursue. Notwithstanding the foregoing provisions of this sec- 
tion, an eligible veteran may not pursue a program of education or training at 
an educational institution or training establishment which is not located in a 
State, unless such program is pursued at an approved educational institution of 
higher learning. he Administrator in his discretion may deny or discontinue 
the enrollment under this title of any veteran in a foreign educational institution 
if he finds that such enrollment is not for the best interest of the veteran or the 
Government. 


s APPLICATIONS, APPROVAL 


Sec. 222. Any eligible veteran who desires to initiate a program of education 
or training under this title shall submit an application to the Administrator which 
shall be in such form, and contain such information, as the Administrator shall 
prescribe. The Administrator shall approve such application unless he finds that 
such veteran is not eligible for or entitled to the education or training applied for 
or that his program of education or training fails to meet any of the requirements 
of this title, or that the eligible veteran is already qualified, by reason of previous 
education or training, for the educational, professional, or vocational objective 
for which the courses of the program of education or training are offered. The 
Administrator shall notify the eligible veteran of the approval or disapproval of 
his application. 

CHANGE OF PROGRAM 


Src. 223. (a) Subject to the provisions of section 222, each eligible veteran 
(except an eligible veteran whose program has been interrupted or discontinued 
due to his own misconduct, his own neglect, or his own lack of application) may, 
at any time prior to the end of the period during which he is entitled to initiate a 
program of education or training under this title, make not more than one change 
of program of education or training. 

(b) Each eligible veteran, who has not made a change of program of education 
or training before the expiration of the period during which he is entitled to initiate 
a program of education or training under this title, may make not more than one 
change of program of education or training with the approval of the Administrator. 
The Administrator shall approve such a change if he finds that— 

(1) the eligible veteran is not making satisfactory progress in his present 
program and that the failure is not due to his own misconduct, his own neglect, 
or his own lack of application, and if the program to which the eligible veteran 
desires to change is more in keeping with his aptitude or previous education 
and training; or 

(2) the program to which the eligible veteran desires to change, while not 
a part of the program currently pursued by him, is a normal progression from 

such program. 
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AVOCATIONAL AND RECREATIONAL COURSES 


Sec. 224, (a) The Administrator shall not approve the enrollment of an eligible 
veteran in any bartending course, dancing course, or personality development 
course. 

(b) The Administrator shall not approve the enrollment of an eligible veteran— 

(1) in any photography course or entertainment course; or 
(2) in any music course—instrumental or vocal—public speaking course, 
or course in sports or athletics such as horseback riding, swimming, fishing, 
skiing, golf, baseball, tennis, bowling, sports officiating, or other sport or 
athletic courses, except courses of applied music,’physical education, or public 
speaking which are offered by institutions of higher learning for credit as an 
integral part of a program leading tc an educational objective, or 
(3) in any other type of course which the Administrator finds to be avoca- 
tional or recreational in character; 
unless the eligible veteran submits justification showing that the course will be of 
bona fide use in the pursuit of his present or contemplated business or occupation. 


DISCONTINUANCE FOR UNSATISFACTORY PROGRESS 


Sec. 225. The Administrator shall discontinue the education and training allow- 
ance of an eligible veteran if, at any time, he finds that, according to the regularly 
prescribed standards and practices of the educational institution or training 
establishment, the conduct or progress of such veteran is unsatisfactory. 


MINIMUM NUMBER OF NONVETERAN STUDENTS REQUIRED 


Sec. 226. The Administrator shall not approve the enrollment of any eligible 
veteran, not already enrolled, in any nonaccredited course below the college level 
offered by a proprietary profit or proprietary nonprofit educational institution 
for any period during which the Administrator finds that more than eighty-five 
per centum of the students enrolled in the course are having all or any part of 
their tuition, fees, or other charges paid to or for them by the educational institu- 
tion or the Veterans’ Administration under part VII or part VIII of Veterans 
Regulation Numbered 1 (a) or this title. 


PERIOD OF OPERATION FOR APPROVAL 


Sec, 227. (a) The Administrator shal! not approve the enrollment of an 
eligible veteran in any course offered by an educational institution when such 
course has been in operation for less than two years. 

(b) Subsection (a) shall not apply to— 

(1) any course to be pursued in a public or other tax-supported educational 
institution; 

(2) any course which is offered by an educational institution which has 
been in operation for more than two years, if such course is similar in char- 
acter to the instruction previously given by such institution; or 

(3) any course which has been offered by an institution for a period of more 
than two years, notwithstanding the institution has moved to another loca- 
tion within the same general locality. 


INSTITUTIONS LISTED BY ATTORNEY GENERAL 


Sec. 228. The Administrator shall not approve the enrollment of, or payment 
of an education and training allowance to, any eligible veteran in any course in an 
educational institution or training establishment while it is listed by the Attorney 
General under section 3 of part III of Executive Order 9835, as amended. 


Part IV—PayYMENTs TO VETERANS 
EDUCATION AND TRAINING ALLOWANCE 


Sec. 231. (a) The Administrator shall pay to each eligible veteran who is 
pursuing a program of education or training under this title, and who applies 
therefor, an education and training allowance to meet in part the expenses of 
his subsistence, tuition, fees, supplies, books, and equipment. 

(b) The education and training allowance for an eligible veteran shall be paid, 
as provided in section 232, only for the period of the veteran’s enrollment as ap- 
proved by the Administrator, but no allowance shall be paid— 


reve) VOTE RANTS’ PRANITICTMENT ASSISTANCE ACT OF 1952 
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(1) to any veteran enrolled in a course approved under section 253 or a 
course of institutional on-farm training for any period when the veteran is 
not pursuing his course in accordance with the regularly established policies 
and regulations of the institution and the requirements of this title, 

(2) to any veteran enrolled in a course approved under section 254 or in 
a course of apprentice or other training on the job for any day of absence in 
excess of thirty days in a twelve-month period, not counting as absences 
weekends or legal holidays established by Federal or State law during which 
the institution or establishment is not regularly in session or operation, or 

(3) to any veteran panne his program of education exclusively by 
correspondence for any period during which no lessons were serviced by the 
institution, 

(c) No education and training allowance shall be paid to an eligible veteran 
for any period until the Administrator shall have received— 

(1) from the eligible veteran (A) in the case of an eligible veteran enrolled 
in a course approved under section 253 or a course of institutional on-farm 
training, a certification that he was actually enrolled in and pursuing the 
course as approved by the Administrator, or (B) in the case of an eligible 
veteran enrolled in a course approved under section 254 or a course of appren- 
tice or other training on the job, a certification as to actual attendance during 
such period, or (C) in the case of an eligible veteran enrolled in a program of 
education or training by correspondence, a certification as to the number 
of anne actually completed by the veteran and serviced by the institution, 
an 

(2) from the educational institution or training establishment, a certifica- 
tion, or an endorsement on the veteran’s certificate, that such veteran was 
enrolled in and pursuing a course of education or training during such period, 
and, in the case of an institution furnishing education or training to a veteran 
exclusively by correspondence, a certification, or an endorsement on the 
veteran’s certificate, as to the number of lessons completed by the veteran 
and serviced by the institution. 

Education and training allowances shall, insofar as practicable, be paid within 
twenty days after receipt by the Administrator of the certifications required by 
this subsection. 


COMPUTATION OF EDUCATION AND TRAINING ALLOWANCES 


Sec. 232. (a) The education and training allowance of an eligible veteran who 
is pursuing a program of education or training in an educational institution and is 
not entitled to receive an education and training allowance under subsection (b), 
(ce), (d), (e), or (f) shall be computed as follows: 

(1) If such program is pursued on a full-time basis, such allowance shall be 
computed at the rate of $110 per month, if the veteran has no dependent, or 
at the rate of $135 per month, if he has one dependent, or at the rate of $160 
per month, if he has more than one dependent. 

(2) If such program is pursued on a three-quarters time basis, such allow- 
ance shall be computed at the rate of $80 per month, if the veteran has no 
dependent, or at the rate of $100 per month, if he has one dependent, or at 
the rate of $120 per month, if he has more than one dependent. 

(3) If such program is pursued on a half-time basis, such allowance shall 
be computed at the rate of $50 per month, if the veteran has no dependent, 
or at the rate of $60 per month, if he has one dependent, or at the rate of $80 
per month, if he has more than one dependent. 

(b) The education and training allowance of an eligible veteran who is pursuing 
a full-time program of education and training which consists of institutional 
courses and on-the-job training, with the on-the-job training portion of the pro- 
gram being strictly supplemental to the institutional portion, shall be computed 
at the rate of (1) $90 per month, if he has no dependent, or (2) $110 per month, 
if he has one dependent, or (3) $130 per month, if he has more than one dependent. 

(ec) The education and training allowance of an eligible veteran pursuing 
apprentice or other training on the job shall be computed at the rate of (1) $70 
per month, if he has no dependent, or (2) $85 per month, if he has one dependent, 
or (3) $105 per month, if he has more than one dependent; except that his educa- 
tion and training allowance shall be reduced at the end of each four-month period 
as his program progresses by an amount which bears the same ratio to the basic 
education and training allowance as four months bears to the total duration of 
his apprentice or other training on the job; but in no case shall the Administrator 
pay an education and training allowance under this subsection in an amount 


Gin itt, i ee 
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which, when added to the compensation to be paid to the veteran, in accordance 
with his approved training program, for productive labor performed as a part of 
his course, would exceed the rate of $310 per month. For the purpose of computing 
allowances under this subsection, the duration of the training of an eligible veteran 
shall be the period specified in the approved application as the period during 
which he may receive an education and training allowance for such training, plus 
such additional period, if any, as is necessary to make the number of months of 
such training a multiple of four. 

(d) The education and training allowance of an eligible veteran pursuing institu- 
tional on-farm training shall be computed at the rate of (1) $95 per month, if he has 
no dependent, or (2) $110 per month, if he has one dependent, or (3) $130 per 
month, if he has more than one dependent; except that his education and training 
allowance shall be reduced at the end of each four-month period as his program 
progresses by an amount which bears the same ratio to $65 per month, if the 
veteran has no dependent, or $80 per month, if he has one dependent, or $100 per 
month, if he has more than one dependent, as four months bears to the total 
duration of such veteran’s institutional on-farm training. For the purpose of 
computing allowances under this subsection, the duration of the training of an 
eligible veteran shall be the period specified in the approved application as the 
period during which he may receive an education and training allowance for such 
training, plus such additional period, if any, as is necessary to make the number of 
such months of such training a multiple of four. 

(e) The education and training allowance of an eligible veteran pursuing a 
program of education or training exclusively by correspondence shall be computed 
on the basis of the established charge which the institution requires nonveterans 
to pay for the course or courses pursued by the eligible veteran. Such allowance 
shall be paid quarterly on a prorata basis for the lessons completed by the veteran 
and serviced by the institution, as certified by the institution. 

(f) The education and training allowance of an eligible veteran who is pursuing 
a@ program of education or training under this title in an educational institution 
on a less-than-half-time basis shall be computed at the rate of (1) the established 
charges for tuition and fees which the institution requires similarly circumstanced 
nonveterans enrolled in the same course to pay, or 3) $110 per month for a full- 
time course, whichever is the lesser. 

(g) Each eligible veteran who is pursuing an approved course of flight training 
shall be paid an education and training allowance to be computed at the rate of 
75 per centum of the established charge which similarly circumstanced non- 
veterans enrolled in the same flight course are required to pay for tuition for the 
course. If such veteran’s program of education or training consists exclusively 
of flight training, he shall not be paid an education and training allowance under 
one of the preceding subsections of this section; if his program of education or 
training consists of flight training and other education or training, the allowance 
payable under this subsection shall be in addition to any education and training 
allowance payable to him under one of the preceding subsections of this section for 
education or training other than flight training. Such allowance shall be paid 
monthly upon receipt of certification from the eligible veteran and the institution 
as to the actual flight training received by the veteran. In each such case the 
eligible veteran’s period of entitlement shall be charged (in addition to any charge 
made against his entitlement by reason of education or training other than flight 
training) with one day for each $1.25 which is paid to the veteran as an education 
and training allowance for such course. 

(h) No eligible veteran shall be paid an education and training allowance 
under this title for any period during which (1) he is enrolled in and pursuing a 
course of education or training paid for by the United States under any provision 
of law other than this title, where the payment of such allowance would constitute 
a duplication of benefits paid to the veteran from the Federal Treasury, or (2) he 
is pursuing a course of apprentice or other training on the job, a course of institu- 
tional on-farm training, or a course of education and training described in sub- 
section (b), on a less than full-time basis. 


FULL-TIME COURSES 


Sec. 233. (a) For the purposes of this title, (1) an institutional trade or tech- 
nical course offered on a clock-hour basis below the college level involving shop 
practice as an integral part thereof, shall be considered a full-time course when a 
minimum of thirty hours per week of attendance is required with not more than 
two and one-half hours of rest periods per week allowed, (2) an institutional course 
offered on a clock-hour basis below the college level in which theoretical or class 
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room instruction predominates shall be considered a full-time course when a 
minimum of twenty-five hours per week net of instruction is required, and (3) an 
institutional undergraduate course offered by a college or university on a quarter 
or semester-hour basis for which credit is granted toward a standard college degree 
shall be considered a full-time course when a minimum of fourteen semester hours 
or its equivalent is required. 

(b) The Administrator shall define full-time training in the case of all types of 
courses of education or training other than institutional on-farm training and 
the types of courses referred to in subsection (a): Provided, That the Adminis- 
trator shall not define full-time apprentice training for a particular establishment 
other than that established as the standard work-week through bona fide collee- 
tive bargaining between employers and employees. 


OVERCHARGES BY EDUCATIONAL INSTITUTIONS 


Src. 234. The Administrator may, if he finds that an institution has charged 
or received from any eligible veteran any amount in excess of the established 
charges for tuition and fees which the institution requires similarly cireumstanced 
nonveterans enrolled in the same course to pay, disapprove such educational 
institution for the enrollment of any veteran not already enrolled therein, except 
that, in the case of a tax-supported public educational institution which does not 
have established charges for tuition and fees which it requires nonveteran resi- 
dents to pay, such institution may charge and receive from each eligible veteran 
who is a resident an amount equal to the estimated cost of teaching personnel 
and supplies for instruction attributable to such veteran, but in no event to exceed 
the rate of $10 per month for a full-time course. 


Part V—Srtate APPROVING AGENCIES 
DESIGNATION 


Sec. 241. (a) Unless otherwise established by the law of the State concerned, 
the chief executive of each State is requested to create or designate a State depart- 
ment or agency as the “State approving agency”’ for his State for the purposes 
of this title. 

(b) (1) In the event any State fails or declines to create or designate a State 
approving agency, the provisions of this title which refer to the State approving 
agency shall, with respect to such State, be deemed to refer to the Administrator. 

(2) In the case of courses subject to approval by the Administrator under 
section 242, the provisions of this title which refer to a State approving agency 
shall be deemed to refer to the Administrator. 


APPROVAL OF COURSES 


Sec. 242. (a) An eligible veteran shall receive the benefits of this title while 
enrolled in a course of education or training offered by an educational institution 
or training establishment only if such course is approved by the State approving 
agency for the State where such educational institution or training establishment is 
situated or by the Administrator. Approval of courses by State approving agen- 
cies shall be in accordance with the provisions of thfs title and such other regula- 
tions and policies as the State approving agency may adopt. Each State approv- 
ing agency shall furnish the Administrator with a current list of educational 
institutions and training establishments, specifying courses which it has approved, 
and, in addition to such list, it shall furnish such other information to the Adminis- 
trator as it and the Administrator may determine to be necessary to carry out the 
purposes of this title. Each State approving agency shall notify the Administrator 
of the disapproval of any course previously approved and shall set forth the 
reasons for such disapproval. 

(b) The Administrator shall be responsible for the approval of courses of edu- 
cation or training offered by any agency of the Federal Government authorized 
under other laws to supervise such education or training. The Administrator 
may approve any course in any other educational institution or training estab- 
lishment in accordance with the provisions of this title. 


COOPERATION 


Src, 243. (a) The Administrator and each State approving agency shall take 
cognizance of the fact that definite duties, functions, and responsibilities are 
conferred upon the Administrator and each State approving agency under the 
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veterans’ educational programs. To assure that such programs are effectively 
and efficiently administered, the cooperation of the Administrator and the State 
approving agencies is essential. It is necessary to establish an exchange of in- 
formation pertaining to activities of educational institutions and training es- 
tablishments, and particular attention should be given to the enforcement of 
approval standards, enforcement of wage and income limitations, enforcement 
of enrollment restrictions, and fraudulent and other criminal activities on the 
part of persons connected with educational institutions and training establish- 
ment in which veterans are enrolled under this title. 

(b) The Administrator will furnish the State approving agencies with copies 
of such Veterans’ Administration informational material as may aid them in 
carrying out this title. 





USE OF AGENCIES 


Sec. 244. (a) In carrying out his functions under this title, the Administrator 
may utilize the facilities and services of any other Federal department or agency. 
The Administrator shall utilize the services of the Office of Education in developing 
cooperative agreements between the Administrator and State and local agencies 
relating to the approval of courses of education or training as provided for in 
section 245, in reviewing the plan of operations of State approving agencies under 
such agreements, and in rendering technical assistance to such State and local 
agencies in developing and improving policies, standards, and legislation in con- 
nection with their duties under this title. 

(b) Any such utilization shall be pursuant to proper agreement with the Fed- 
eral department or agency concerned; and payment to cover the cost thereof shall 
(except in the case of the Office of Education) be made either in advance or by way 
of reimbursement, as may be provided in such agreement. Funds necessary to 
enable the Office of Education to carry out its functions under this title are 
authorized to be appropriated directly to such Office. 


REIMBURSEMENT OF EXPENSES 


Sec. 245. The Administrator is authorized to enter into contracts or agreements 
with State and local agencies to pay such State and local agencies for reasonable 
and necessary expenses of salary and travel incurred by employees of such agencies 
in (1) rendering necessary services in ascertaining the qualifications of educational 
institutions and training establishments for furnishing courses of education or 
training to eligible veterans under this title, and in the supervision of such educa- 
tional institutions and training establishments, and (2) furnishing, at the request 
of the Administrator, any other services in connection with this title. Each such 
contract or agreement shall be conditioned upon compliance with the standards 
and provisions of this title. 


Part VI—ApprovaL or CouRsEs OF EpUcATION AND TRAINING 
APPRENTICE OR OTHER TRAINING ON THE JOB 


Sec. 251. (a) Apprentice or other training on the job shall consist of courses 
offered by training establishments whenever such courses of training are furnished 
in accordance with the provisions of this section. Any training establishment 
desiring to furnish a course of apprentice or other training on the job shall submit 
to the appropriate State approving agency a written application setting forth the 
course of training for each job for which an eligible veteran is to be trained. The 
written application covering the course of training shall include the following: 

(1) Title and deseription of the specific job objective for which the eligible 
veteran is to be trained; 

(2) The length of the training period; 

(3) A schedule listing various operaticns for major kinds of work or tasks 
to be learned and showing for each, job operations or work, tasks to be per- 
formed, and the approximate length of time to be spent on each operation 
or task; 

(4) The wage or salary to be paid at the beginning of the course of training, 
at each successive step in the course, and at the completion of training; 

(5) The entrance wage or salary paid by the establishment to employees 
already trained in the kind of work for which the veteran is to be trained; and 

(6) The number of hours of supplemental related instruction required. 

(b) The appropriate State approving agency may approve a course of appren- 
tice or other training on the job specified in an application submitted by a training 
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establishment in accordance with subsection (a) if such training establishment is 
found upon investigation to have met the following criteria: 

(1) The training content of the course is adequate to qualify the eligible 
veteran for appointment to the job for which he is to be trained. 

(2) There is reasonable certainty that the job for which the eligible veteran 
is to be trained will be available to him at the end of the training period. 

(3) The job is one in which progression and appointment to the next higher 
classification are based upon skills learned through organized training on the 
job and not on such factors as length of service and normal turn-over. 

(4) The wages to be paid the eligible veteran for each successive period of 
training are not less than those customarily paid in the training establish- 
ment and in the community to a learner in the same job who is not a veteran. 

(5) The job customarily requires a period of training of not less than three 
months and not more than two years of full-time training, except that this 
provision shall not apply to apprentice training. 

(6) The length of the training period is no longer than that customarily 
required by the training establishment and other training establishments in 
the community to provide an eligible veteran with the required skills, arrange 
for the acquiring of job knowledge, technical information, and other facts 
which the eligible veteran will need to learn in order to become competent on 
the job for which he is being trained. 

(7) Provision 1s made for related instruction for the individual eligible 
veteran who may need it. 

(8) There is in the training establishment adequate space, equipment, 
instructional material, and instructor personne! to provide satisfactory train- 
ing on the job. 

(9) Adequate records are kept to show the progress made by each eligible 
veteran toward his job objective. 

(10) Appropriate credit is given the eligible veteran for previous training 
and job experience, whether in the military service or elsewhere, his beginning 
wage adjusted to the level to which such credit advances him and his training 
period shortened accordingly and provision is made for certification by the 
training establishment that such credit has been granted and the beginning 
wage adjusted accordingly. No course of training will be considered bona 
fide if given to an eligible veteran who is already qualified by training and 
experience for the job objective. 

(11) A signed copy of the training agreement for each eligible veteran, 
including the training program and wage scale as approved by the State 
approving agency, is provided to the veteran and to the Administrator and 
the State approving agency by the employer. 

(12) Upon completion of the course of training furnished by the training 
establishment the eligible veteran is given a certificate by the emplover 
indicating the length and type of training provided and that the eligible 
veteran has completed the course of training on the job satisfactorily. 

(13) That the course meets such other criteria as may be established by 
the State approving agency. 


INSTITUTIONAL ON-FARM TRAINING 


Sec. 252. (a) An eligible veteran shall be entitled to the benefits of this title 
while enrolled in a course of full-time institutional on-farm training which has 
been approved by the appropriate State approving agency in accordance with 
the provisions of this section. 

(b) The State approving agency may approve a course of institutional on-farm 
training when it satisfies the following requirements: 

(1) The course combines organized group instruction in agricultural and 
related subjects of at least two hundred hours per vear (and of at least eight 
hours each month) at an educational institution, with supervised work 
experience on a farm or other agricultural establishment. 

(2) The eligible veteran will perform a part of such course on a farm or 
other agricultural establishment under his control. 

(3) The course is developed with due consideration to the size and char- 
acter of the farm or other agricultural establishment on which the eligible 
veteran will receive his supervised work experience and to the need of such 
eligible veteran, in the type of farming for which he is training, for proficiency 
in planning, producing, marketing, farm mechanics, conservation of resources, 
food conservation, farm financing, farming management, and the keeping 
of farm and home accounts. 
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(4) The eligible veteran will receive not less than one hundred hours of 
individual instruction per year, not less than fifty hours of which shall be 
on such farm or other agricultural establishment (with at least two visits by 
the instructor to such farm each month). Such individual instruction shall 
be given by the instructor responsible for the veteran’s institutional instruc- 
tion and shall include instruction and home-study assignments in the prepa- 
ration of budgets, inventories, and statements showing the production, use 
on the farm, and sale of crops, livestock, and livestock products. 

(5) The eligible veteran will be assured of control of such farm or other 
agricultural establishment (whether by ownership, lease, management agree- 
ment, or other tenure arrangement) until the completion of his course. 

(6) Such farm or other agricultural establishment shall be of a size and 
character which (A) will, together with the group-instruction part of the 
course, occupy the full time of the eligible veteran, (B) will permit instruction 
in all aspects of the management of the farm or other agricultural establish- 
ment of the type for which the eligible veteran is being trained, and will pro- 
vide the eligible veteran an opportunity to apply to the operation of his 
farm or other agricultural establishment the major portion of the farm 
practices taught in the group instruction part of the course, and (C) will 
assure him a satisfactory income for a reasonable living under normal condi- 
tions at least by the end of his course. 

(7) Provision shall be made for certification by the institution and the 
veteran that the training offered does not repeat or duplicate training pre- 
viously received by the veteran. 

(8) The institutional on-farm training meets such other fair and reasonable 
standards as may be established by the State approving agency. 





APPROVAL OF ACCREDITED COURSES 


Sec. 253. (a) A State approving agency may approve the courses offered by an 

educational institution when— 
(1) such courses have been accredited and approved by a nationally 
recognized accrediting agency or association; 
(2) credit for such course is approved by the State department of educa- 
tion for credit toward a high school diploma; 
(3) such courses are conducted aoe the Act of February 23, 1917, as 
amended (39 Stat. 927), or the Vocational Education Act of 1946; or 
(4) such courses are accepted by the State department of education for 
credit for a teacher’s certificate or a teacher’s degree. 
For the purposes of this title the Commissioner shall publish a list of nationally 
recognized accrediting agencies and associations which he determines to be reliable 
authority as to the quality of training offered by an educational institution and 
the State approving agencies may, upon concurrence, utilize the accreditation of 
such accrediting associations or agencies for approval of the courses specifically 
accredited and approved by such accrediting association or agency. In making 
application for approval, the institution shall transmit to the State approving 
agency copies of its catalog or bulletin. 

(b) As a condition to approval under this section, the State approving agency 
must find that adequate records are kept by the educational institution to show 
the progress of each eligible veteran. The State approving agency must also find 
that the educational institution maintains a written record of the previous educa- 
tion and training of the veteran and clearly indicates that appropriate credit has 
been given by the institution for previous education and training, with the 
training period shortened proportionately and the veteran and the Administrator 
so notified. 

APPROVAL OF NONACCREDITED COURSES 


Sec. 254. (a) No course of education or training (other than a course of insti- 
tutional on-farm training) which has not been approved by a State approving 
agency pursuant to section 253, which is offered by a public or private, profit or 
nonprofit, educational institution shall be approved for the purposes of this title 
unless the educational institution offering such course submits to the appropriate 
State approving agency a written application for approval of such course in 
accordance with the provisions of this title. 

(b) Such application shall be accompanied by not less than two copies of the 
current catalog or bulletin which is certified as true and correct in content and 
policy by an authorized owner or official and includes the following: 

(1) Identifying data, such as volume number and date of publication; 








VETERANS’ READJUSTMENT ASSISTANCE ACT OF 1952 33 


(2) Names of the institution and its governing body, officials and faculty; 

(3) A calendar of the institution showing legal holidays, beginning and 
ending date of each quarter, term, or semester, and other important dates; 

(4) Institution policy and regulations on enrollment with respect to en- 
rollment dates and specific entrance requirements for each course; 

(5) Institution policy and regulations relative to leave, absences, class 
cuts, make-up work, tardiness and interruptions for unsatisfactory attend- 
ance; 

(6) Institution policy and regulations relative to standards of progress 
required of the student by the institution (this policy will define the grading 
system of the institution, the minimum grades considered satisfactory, con- 
ditions for interruption for unsatisfactory grades or progress and a description 
of the probationary period, if any, allowed by the institution, and conditions 
of reentrance for those students dismissed for unsatisfactory progress. A 
statement will be made regarding progress records kept by the institution 
and furnished the student); 

(7) Institution policy and regulations relating to student conduct and 
conditions for dismissal for unsatisfactory conduct; 

(8) Detailed schedule of fees, charges for tuition, books, supplies, tools, 
student activities, laboratory fees, service charges, rentals, deposits, and all 
other charges; 

(9) Policy and regulations of the institution relative to the refund of the 
unused portion of tuition, fees, and other charges in the event the student 
does not enter the course or withdraws or is discontinued therefrom; 

(10) A description of the available space, facilities, and equipment; 

(11) A course outline for each course for which approval is requested, 
showing subjects or units in the course, type of work or skill to be learned, 
and approximate time and clock hours to be spent on each subject or unit; and 

(12) Policy and regulations of the institution relative to granting credit 
for previous educational training. 

(c) The appropriate State approving agency may approve the application of 
such institution when the institution and its nonaccredited courses are found 
upon investigation to have met the following criteria: 

(1) The courses, curriculum, and instruction are consistent in quality, 
content, and length with similar courses in public schools and other private 
schools in the State, with recognized accepted standards. 

(2) There is in the institution adequate space, equipment, instructional 
material, and instructor personnel to provide training of good quality. 

(3) Educational and experience qualifications of directors, administrators, 
and instructors are adequate. 

(4) The institution maintains a written record of the previous education 
and training of the veteran and clearly indicates that appropriate credit has 
been given by the institution for previous education and training, with the 
training period shortened proportionately and the veteran and the Adminis- 
trator so notified. 

(5) A copy of the course outline, schedule of tuition, fees, and other charges, 
regulations pertaining to absences, grading policy, and rules of operation and 
conduct will be furnished the veteran upon enrollment. 

(6) Upon completion of training, the veteran is given a certificate by the 
institution indicating the approved course and indicating that training was 
satisfactorily completed. 

(7) Adequate records as prescribed by the State approving agency are kept 
to show attendance and progress or grades, and satisfactory standards relating 
to attendance, progress, and conduct are enforced. 

(8) The institution complies with all local, city, county, municipal, State, 
and Federal regulations, such as fire codes, building and sanitation codes. 
The State approving agency may require such evidence of compliance as is 
deemed necessary. 

(9) The institution is financially sound and capable of fulfilling its commit- 
ments for training. 

(10) The institution does not utilize advertising of any type which is 
erroneous or misleading, either by actual statement, omission, or intimation. 
The institution shail not be deemed to have met this requirement until the 
State approving agency (1) has ascertained from the Federal Trade Commis- 
sion whether the Commission has issued an order to the institution to cease 
and desist from any act or practice, and (2) has, if such an order has been 
issued, given due weight to that fact. 








34 VETERANS’ READJUSTMENT ASSISTANCE ACT OF 1952 


(11) The institution does not exceed its enrollment limitations as estab- 
lished by the State approving agency. 

(12) The institution’s administrators, directors, owners, and instructors 
are of good reputation and character. 

(13) The institution has and maintains a policy for the refund of the 
unused portion of tuition, fees, and other charges in the event the veteran 
fails to enter the course or withdraws or is discontinued therefrom at any 
time prior to completion and such policy must provide that the amount 
charged to the veteran for tuition, fees, and other charges for a portion of the 
course shall not exceed the approximate pro rata portion of the total charges 
for tuition, fees, and other charges that the length of the completed portion 
of the course bears to its total length. 

(14) Such additional criteria as may be deemed necessary by the State 
approving agency. 


NOTICE OF APPROVAL OF COURSES 


Sec. 255. The State approving agency, upon determining that an educational 
institution has complied with all the requirements of this title will issue a letter 
to such institution setting forth the courses which have been approved for the 
purposes of this title, and will furnish an official copy of such letter and ony sub- 
sequent amendments to the Administrator. The letter of approval shall be ac- 
companied by a copy of the catalog or bulletin of the institution, as approved by 
the State approving agency, and shall contain the following information: 

(1) date of letter and effective date of approval of courses; 

(2) proper address and name of each educational institution or training 
establishment; 

(3) authority for approval and conditions of approval, referring specifically 
to the approved catalog or bulletin published by the educational institution; 

(4) name of each course approved; 

(5) where applicable, enrollment limitations such as maximum numbers 
authorized and student-teacher ratio; 

(6) signature of responsible official of State approving agency; and 

(7) such other fair and reasonable provisions as are considered necessary 
by the appropriate State approving agency. 


DISAPPROVAL OF COURSES AND DISCONTINUANCE OF ALLOWANCES 


Src. 256. (a) Any course approved for the purposes of this title which fails 
to meet any of the requirements of this title shall be immediately disapproved by 
the appropriate State approving agency. An educational institution or training 
establishment which has its courses disapproved by a State eS agency will 
be notified of such disapproval by a registered letter of notification and a return 
receipt secured. 

(b) The Administrator may discontinue the education and training allowance 
of any eligible veteran if he finds that the course of education or training in which 
such veteran is enrolled fails to meet any of the requirements of this title or if he 
finds that the educational institution or training establishment offering such 
course has violated any provision of this title or fails to meet any of its require- 
ments. 

(ec) Each State approving agencv shall notify the Administrator of each course 
which it has disapproved under this section. The Administrator shall notify the 
State approving agency of his disapproval of any educational institution or train- 
ing establishment under part VII of Veterans Regulation Numbered 1 (a), as 
amended. 

Part VII—Muisce._aNngous PROVISIONS 


AUTHORITY AND DUTIES OF ADMINISTRATOR 


Sec. 261. (a) The Administrator is authorized to prescribe, promulgate, and 
publish such rules and regulations as are consistent with the provisions of this 
title and necessary to carry out its purposes. Notwithstanding the provisions of 
section 11 of the Act of October 17, 1949, as amended (54 Stat. 1193), payments 
under this title shall be subject to audit and review by the General Accounting 
Office as provided by the Budget and Accounting Act of 1921, as amended, and 
the Budget and Accounting Procedures Act of 1950. 

(b) The Administrator is authorized to accept uncompensated services and to 
enter into contracts or agreements with private or public agencies, or persons, for 
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necessary services, incident to the administration of this title, including personal 
services, as he may deem practicable. 

(c) The Administrator may arrange for educational and vocational guidance to 
persons eligible for education and training under this title and, if the Administrator 
requires such educational and vocational guidance, he is authorized, in his dis- 
cretion, to defray, or reimburse the veteran for his traveling expenses to and from 
the place of advisement. At such intervals as he deems necessary, he shall make 
available information respecting the need for general education and for trained 
personnel in the various crafts, trades, and professions: Provided, That facilities 
of other Federal agencies collecting such information shall be utilized to the extent 
he deems practicable. 

ADVISORY COMMITTEE 


Sec. 262. The Administrator shall form an advisory committee which shall be 
composed of persons who are eminent in their respective fields of education, labor, 
and management, and of representatives of the various types of institutions and 
establishments furnishing education and training to veterans enrolled under this 
title. The Commissioner and the Director, Bureau of Apprenticeship, Depart- 
ment of Labor, shall be ex officio members of the advisory committee. The Ad- 
ministrator shall advise and consult with the committee from time to time with 
respect to the administration of this title and the committee may make such re- 
pers and recommendations as it deems desirable to the Administrator and to the 

ongress. 

CONTROL BY AGENCIES OF UNITED STATES 


Sec. 263. No department, agency, or officer of the United States, in carrying 
out this title, shall exercise any supervision or control, whatsoever, over any 
State approving ageney, State educational agency, or State apprenticeship agency, 
or any educational institution or training establishment: Provided, That nothing 
in this section shall be deemed to prevent any department, agency, or officer of 
the United States from exercising any supervision or control which such depart- 
ment, agency, or officer is authorized, by existing provisions of law, to exercise 
over any Federal educational institution or training establishment, or to prevent 
the furnishing of education or training under this title in any institution or 
establishment over which supervision or control is exercised by such other depart- 
ment, agency, or officer under authority of existing provisions of law. 


CONFLICTING INTERESTS 


Sec. 264. (a) Every officer or employee of the Veterans’ Administration or 
of the Office of Education, who has, while such an officer or employee, owned 
any interest in, or received any wages, salary, dividends, profits, gratuities, or 
services from, any educational institution operated for profit in which an eligible 
veteran was pursuing a course of education or training under this title shall be 
immediately dismissed from his office or employment. 

(b) If the Administrator finds that any person who is an officer or employee of 
a State approving agency has, while he was such an officer or employee, owned 
any interest in, or received any wages, salary, dividends, profits, gratuities, or 
services from, an educational institution operated for profit in which an eligible 
veteran was pursuing a course of education or training under this title, he shall 
discontinue making payments under section 245 to such State approving agency 
unless such agency shall, without delay, take such steps as may be necessary to 
terminate the employment of such person and such payments shall not be resumed 
while such person is an officer or employee of the State approving agency, or 
State Department of Veterans Affairs or State Department of Education. 

(c) A State approving agency shall not approve any course offered by an 
educational institution operated for profit and, if any such course has been 
approved, shall disapprove each such course, if it finds that any officer or emplovee 
of the Veterans’ Administration, the Office of Education, or the State approving 
agency owns an interest in, or receives any wages, salary, dividends, profits, 
gratuities, or services from, such institution. 

(d) The Administrator may, after reasonable notice and public hearings, waive 
in writing the application of this section in the case of any officer or employee of 
the Veterans’ Administration, of the Office of Education, or of a State approving 
agency, if he finds that no detriment will result to the United States or to eligible 
veterans by reason of such interest or connection of such officer or employee. 
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REPORTS BY INSTITUTIONS 


Sec. 265. (a) Educational institutions and training establishments shall, with- 
out delay, report to the Administrator in the form prescribed by him, the enroll- 
ment, interruption, and termination of the education or training of each eligible 
veteran enrolled therein under this title. 

(b) The Administrator shall pay to each educational institution which is 
required to submit reports and certifications to the Administrator under this 
title, an allowance at the rate of $1.50 per month for each eligible veteran en- 
rolied in and attending such institution under the provisions of this title to 
assist the educational institution in defraying the expense of preparing and 
submitting such reports and certifications. Such allowances shall be paid in such 
manner and at such times as may be prescribed by the Administrator, except 
that in the event any institution fails to submit reports or certifications to the 
Administrator as required by this title, no allowance shall be paid to such insti- 
tution for the month or months during which such reports or certifications were 
not submitted as required by the Administrator. 


OVERPAYMENTS TO VETERANS 


Sec. 266. In any case where it is found by the Administrator than an over- 
payment has been made to a veteran as the result of (1) the willful or negligent 
failure of the educational institution or training establishment to report, as 
required by this title and applicable regulations, to the Veterans’ Administration 
excessive absences from a course, or discontinuance or interruption of a course 
by the veteran or (2) false certification by the educational institution or. training 
establishment, the amount of such overpayment shall constitute a liability of such 
institution or establishment, and may be recovered in the same manner as any 
other debt due the United States: Provided, That any amount so collected shall 
be reimbursed if the overpayment is recovered from the veteran. This provision 
shall not preclude the imposition of any civil or criminal action under this or any 
other statute. 

EXAMINATION OF RECORDS 


Sec. 267. The records and accounts of educational institutions and training 
establishments pertaining to eligible veterans who received education or training 
under this title shall be available for examination by duly authorized representa- 
tives of the Government. 


FALSE OR MISLEADING STATEMENTS 


Src. 268. The Administrator shall not make any payments under this title to 
any person found by him to have willfully submitted any false or misleading 
claims. In each case where the Administrator finds that an educational insti- 
tution or training establishment has willfully submitted a false or misleading 
claim, or where a veteran, with the complicity of an educational institution or 
training establishment, has submitted such a claim, he shall make a complete 
report of the facts of the case to the appropriate State approving agency and 
where deemed advisable, to the Attorney General of the United States for ap- 
propriate action. 

CRIMINAL PENALTIES 


Src. 269. Whoever knowingly and willfullyv— 

(1) makes or presents any false, fictitious, or fraudulent affidavit, declara- 
tion, certificate, voucher, endorsement, or paper or writing purporting to be 
such, concerning any claim for payment under this title, or pertaining to 
any matter arising under this title, 

(2) makes or presents any paper required under this title on which paper 
a date other than the date upon which it was actually signed or acknowledged 
by the claimant has been willfully inserted, 

(3) certifies falsely that the declarant, affiant, or witness named in such 
affidavit, declaration, voucher, endorsement, or other paper or writing per- 
sonally appeared before him and was sworn thereto, or acknowledged the 
execution thereof, or 

(4) accepts and converts to his own use payments for any period during 
which he was not actually pursuing a course of education or training under 
this title for which period payment was made, 

men be fined not more than $5,000 or imprisoned not more than three years, or 
both. 
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APPLICATION OF OTHER LAWS 


Sec. 270. The provisions of Public Law Numbered 262, Seventy-fourth Con- 
gress, approved August 12, 1935 (49 Stat. 607), as amended, the provisions of 
section 15 of Public Law Numbered 2, Seventy-third Congress, as amended, the 
provisions of section 12 of Public Law Numbered 144, Seventy-eighth Congress, 
approved July 13, 1943 (57 Stat. 557), as amended, and the provisions of titles II 
and III of Public Law Numbered 844, Seventy-fourth Congress, approved June 29, 
1936, as amended, shall be for application under this title. 


WAIVER OF RECOVERY OF OVERPAYMENTS 


Sec. 271. There shall be no recovery of payments of education and training 
allowance made under this title from any person who, in the judgment of the Admin- 
istrator, is without fault on his part and where, in the judgment of the Adminis- 
trator, such recovery would defeat the purpose of benefits otherwise authorized 
or would be against equity and good conscience. No disbursing officer or certi- 
fying officer shall be held liable for any amount paid to any person where the 
recovery ot such amount is waived under this section. 


INFORMATION FURNISHED BY FEDERAL TRADE COMMISSION 


Sec. 272. The Federal Trade Commission shall keep all State approving agencies 
advised of any information coming to its attention which would be of assistance to 
such agencies in carrying out their duties under this title. 


EFFECTIVE DATE 


Sec. 273. This title shall take effect on the date of its enactment, except that 
no education and training allowance shall be paid for any period prior to August 


20, 1952. 


APPROPRIATIONS 


Sec. 274. The appropriations for the Veterans’ Administration under the 
headings ‘‘Administration, medical, hospital and domiciliary services’ and 
“Readjustment benefits” are hereby made available for expenditures necessary to 
carry out the provisions of this title, and there is hereby authorized to be appro- 
priated such additional amounts as may be necessary to accomplish the purposes 
of this title. 

TITLE IIIT—LOANS 


PERSONS ELIGIBLE FOR LOANS 


Sec. 301. Subsection (a) of section 500 of the Servicemen’s Readjustment Act 
of 1944, as amended, is amended— 

(1) by inserting after ‘‘war’’ in the first sentence the following: ‘‘, or at any 
time on or after June 27, 1950, and prior to such date as shal! be determined 
by Presidential proclamation or concurrent resolution of the Congress,”’; 

(2) by inserting after the first sentence the following: “Entitlement de- 
rived from service on or after June 27, 1950, shall (1) cancel any unused 
entitlement derived from service prior to June 27, 1950, and (2) be reduced 
by the amount entitlement from such prior service shall have been used to 
obtain a direct, guaranteed, or insured loan (a).on real property which the 
veteran owns at the time of application or (b) as to which the Administrator 
shall have incurred actual liability or loss, unless in the event of loss or the 
incurrence and payment of such liability by the Administrator, the resultant 
indebtedness of the veteran to the Government shall have been paid in 
full.”’; and 

(3) by inserting after ‘‘war’’ in the fourth sentence of such subsection, as 
amended by this section, the following: ‘‘, and anv loan to a veteran eligible 
by virtue of active service on or after June 27, 1950, if made within ten vears 
after such date as shall be determined by Presidential proclamation or 
concurrent resolution of the Congress,”’. 


POWER OF ADMINISTRATOR TO EXAMINE LOANS 


Sec. 302. Section 500 of the Servicemen’s Readjustment Act of 1944, as 
amended, is amended by adding at the end thereof the following new subsection: 
“(f) Notwithstanding the provisions in this title respecting automatically 
guaranteed loans, the Administrator may at any time upon thirty days’ notice 
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require loans to be made by any lender or class of lenders to be submitted for 
prior approval, and no guaranty or insurance liability shall exist in respect 
to such loans unless evidence of guaranty or insurance is issued by the 
Administrator.” 


ADDITIONAL REQUIREMENT FOR GUARANTEED LOANS 


Sec. 303. Section 501 (a) (2) of the Servicemen’s Readjustment Act of 1944, 
as amended, is amended by inserting after ‘“‘expenses’’ the following: ‘‘, and the 
veteran is a satisfactory credit risk’’. 


STANDARDS OF PLANNING AND CONSTRUCTION 


Sec. 304. Section 504 of the Servicemen’s Readjustment Act of 1944, as 
amended, is amended by striking out subsection (b) and inserting in lieu thereof 
the following: 

‘(b) No loan for the purchase or construction of residential property on which 
construction is begun subsequent to sixty days from the date the Veterans’ Read- 
justment Assistance Act of 1952 becomes effective shall be financed through the 
assistance of the provisions of this title unless the property meets or exceeds mini- 
mum requirements for planning, construction, and general acceptability prescribed 
by the Administrator: Provided, That subsection 504 (b) as originally enacted shall 
continue to be applicable to construction begun prior to the end of such sixty-day 
period: Provided further, That this subsection shall not apply to a loan for the 
purchase of residential property the construction of which was completed more 
than one year prior to the making of such loan. 

‘‘(e) The Administrator shall have the right to refuse to appraise any dwelling 
or housing project owned, sponsored, or to be constructed by any person identified 
with housing previously sold to veterans under this title as to which substantial 
deficiencies have been discovered, or as to which there has been a failure or 
indicated inability to discharge contractual liabilities to veterans, or as to which 
it is ascertained that the type of contract of sale or the methods or practices 
pursued in relation to the marketing of such properties were unfair or unduly 
prejudicial to veteran purchasers.” 


ELIGIBILITY FOR LOANS TO REFINANCE EXISTING LIABILITY 


Sec. 305. Section 507 (1) of the Servicemen’s Readjustment Act of 1944, as 
amended, is amended by inserting before the semicolon at the end thereof the 
following: ‘‘or, in the case of a veteran eligible by virtue of active service on or 
after June 27, 1950, not later than ten years after such date as shall be determined 
by Presidential proclamation or concurrent resolution of the Congress’’. 


EXPIRATION OF AUTHORITY TO MAKE DIRECT LOANS 


Sec. 306. Section 512 (b) of the Servicemen’s Readjustment Act of 1944, as 
amended, is amended by striking out “‘(D)” and inserting in lieu thereof ‘‘(C)” and 
by inserting before the period at the end thereof the following: ‘‘, except that if a 
commitment to make such a loan was issued by the Administrator prior to that 
date the loan may be completed subsequent to such date’’. 


REFUSAL TO GUARANTEE OR INSURE LOANS IN CERTAIN CASES 


Src. 307. Title III of the Servicemen’s Readjustment Act of 1944, as amended, 
is amended by adding at the end thereof the following new section: 

“Sec. 514. Whenever the Administrator finds with respect to loans guaranteed 
or insured under this title that any lender or holder has failed to maintain adequate 
loan accounting records, or to demonstrate proper ability to service loans ade- 
quately or to exercise proper credit judgment or has willfully or negligently 
engaged in practices otherwise detrimental to the interest of veterans or of the 
Government, he may refuse either temporarily or permanently to guarantee or 
insure any loans made by such lender or holder or bar such lender or holder from 
acquiring loans guaranteed or insured under this title: Provided, That the Adminis- 
trator shall not refuse to pay a guarantee on loans theretofore entered into in good 
faith between the veteran and the lending institution.” 
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TITLE IV—UNEMPLOY MENT COMPENSATION FOR VETERANS OF 
SERVICE ON OR AFTER JUNE 27, 1950 


COMPENSATION FOR VETERANS UNDER STATE AGREEMENTS 


Sec. 401. (a) The Secretary is authorized on behalf of the United States to 
enter into an agreement with any State, or with the agency administering the un- 
employment compensation law of such State, under which such State agency (1) 
will make, as agent of the United States, payments of compensation to veterans, 
in accordance with the provisions of this title, and (2) will otherwise cooperate with 
the Secretary, and with other State agencies, in making payments of compensation 
under this title. 

(b) Any such agreement shall, except as provided in section 408, provide that 
compensation at the rate of $26 per week will be paid by the State to any veteran 
in such State with respect to weeks of unemployment (not in excess of a total of 
26 weeks) which occur after the ninetieth day after the date of the enactment of 
this Act: Provided, however, That if a veteran is eligible to receive mustering-out 
payment under section 502 of this Act, he shall not be eligible to receive compen- 
sation under this title with respect to weeks of unemployment completed within 
thirty days after his discharge or ninety days after the date of the enactment of 
this Act, whichever date is the later, if he receives $100 in such mustering-out pay- 
ment; within sixty days after his discharge or ninety days after the date of the 
enactment of this Act, whichever date is the later, if he receives $200 in such 
mustering-out payment; or within ninety days after his discharge or ninety days 
after the date of the enactment of this Act, whichever date is the later, if he re- 
ceives $300 in such mustering-out payment. 

(c) Any such agreement shall provide that any determination by a State 
agency with respect to entitlement to compensation pursuant to an agreement 
under this section shall be made in accordance with the State unemployment 
compensation law, insofar as such law is applicable, and shall be subject to review 
in the same manner and to the same extent as determinations under the State 
unemployment compensation law, and only in such manner and to such extent. 

(d) Each agreement shall provide the terms and conditions upon which it may 
be amended or terminated. 


COMPENSATION FOR VETERANS IN ABSENCE OF STATE AGREEMENTS 


Sec. 402. (a) In the case of a veteran who is in a State which has no agreement 
under this title with the Secretary, the Secretary, in accordance with regulations 
prescribed by him, shall, upon the filing by such veteran of a claim for compensa- 
tion under this subsection, make payments of compensation to him in the same 
amounts and for the same periods as provided in section 401 (b). Any determina- 
tion by the Secretary with respect to entitlement to compensation under this sub- 
section shall be made in accordance with the State unemployment compensation 
law of the State in which the veteran is insofar as such law is applicable. 

(b) In the case of a veteran who is in Puerto Rico or in the Virgin Islands, the 
Secretary, in accordance with regulations prescribed by him, shall, upon the filing 
by such veteran of a claim for compensation under this subsection, make payments 
of compensation to him in the same amounts and for the same periods as provided 
in section 401 (b). Any determination by the Secretary with respect to entitle- 
ment to compensation under this subsection shall be made in accordance with the 
unemployment compensation law of the District of Columbia, insofar as such law 
is applicable. 

(c) Any veteran whose claim for compensation under subsection (a) or (b) 
of this section has been denied shall be entitled to a fair hearing in accordance 
with regulations prescribed by the Secretary. Any final determination by the 
Secretary with respect to entitlement to compensation under this section shall 
be subject to review by the courts in the same manner and to the same extent as 
is provided in section 205 (g) of title II of the Social Security Act, as amended, 
with eee to final decisions of the Administrator under such title. 

(d) The Secretary may utilize for the purposes of this section the personnel and 
facilities of the agencies in Puerto Rico and the Virgin Islands cooperating with 
the United States Employment Service under the Act of June 6, 1933 (48 Stat. 
113), as amended. For the purpose of payments made to such agencies under 
such Act, the furnishing of such personnel and facilities shall be deemed to be a 
part of the administration of the public employment offices of such agencies. 
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PAYMENTS TO STATES 


Sec. 403. (a) Each State shall be entitled to be paid by the United States an 
amount equal to the payments of compensation made by such State under and in 
accordance with an agreement under this title. 

(b) In making payments pursuant to subsection (a) of this section there shall 
be paid to the State, either in advance or by way of reimbursement, as may be 
determined by the Secretary, such sum as the Secretary estimates the State will 
be entitled to receive under this title for each calendar month, reduced or in- 
creased, as the case may be, by any sum by which the Secretary finds that his 
estimates for any prior calendar month were greater or less than the amounts 
which should have been paid to the State. Such estimates may be made upon 
the basis of such statistical, sampling, or other method as may be agreed upon by 
the Secretary and the State agency. 

(c) The Secretary shall from time to time certify to the Secretary of the 
Treasury for payment to each State sums payable to such State under this section. 
The Secretary of the Treasury, prior to audit or settlement by the General 
Accounting Office, shall make payment to the State in accordance with such cer- 
tification, from the funds for carrying out the purposes of this title. 

(d) All money paid to a State under this title shall be used solely for the 
purposes for which it is paid; and any money so paid which is not used for such 
purposes shall be returned, at the time specified in the agreement under this title, 
to the Treasury and credited to current applicable appropriations, funds, or 
accounts from which payments to States under this title may be made. 

(e) An agreement under this title may require any officer or employee of the 
State certifying payments or disbursing funds pursuant to the agreement, or 
otherwise participating in its performance, to give a surety bond to the United 
States in such amount as the Secretary may deem necessary, and may provide for 
the — of the cost of such bond from funds for carrying out the purposes of 
this title. 

(f) No person designated by the Secretary, or designated pursuant to an agree- 
ment under this title, as a certifying officer, shall, in the absence of gross negli- 
gence or intent to defraud the United States, be liable with respect to the payment 
of any compensation certified by him under this title. 

(g) No disbursing officer shall, in the absence of gross negligence or intent to 
defraud the United States, be liable with respect to any payment by him under 
this title if it was based upon a voucher signed by a certifying officer designated 
as provided in subsection (f) of this section. 

h) For the purpose of payments made to a State under title III of the Social 
Security Act, administration by the State agency of such State pursuant to an 
agreement under this title shall be deemed to be a part of the administration of the 
State unemployment compensation law. 

(i) Until such time as funds are appropriated to carry out the provisions of 
this title, any funds available to the Department of Labor for ‘“‘Grants to States 
for unemployment compensation and employment service administration” are 
hereby made available for expenditures necessary to carry out the provisions of 
this title: Provided, That any such expenditures made or obligations incurred 
shall be adjusted and charged to any applicable appropriation, fund, or authoriza- 
tion whenever a law is enacted which contains such applicable appropriation, 
fund, or authorization. 

INFORMATION 


Sec. 404. (a) All Federal departments and agencies are directed to make 
available to State agencies which have agreements under this title or to the 
Secretary, as the case may be, such information with respect to military service 
of any veteran as the Secretary may find practicable and necessary for the de- 
termination of such veteran’s entitlement to compensation under this title. 

(b) The agency administering the unemployment compensation law of any 
State shall furnish to the Secretary such information as the Secretary may find 
necessary or appropriate in carrying out the provisions of this title, and such 
information shall be deemed reports required by the Secretary for the purposes 
of paragraph (6) of subsection (a) of section 303 of the Social Security Act, as 
amended. 

PENALTIES 


Sec. 405. (a) Whoever makes a false statement or representation of a material 
fact knowing it to be false, or knowingly fails to disclose a material fact, to obtain 
or increase for himself or for any other individual any payment authorized to be 
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paid under this title or under an agreement thereunder shall be fined not more 
than $1,000 or imprisoned for not more than one year, or both. 

(b) Any person who makes, or causes to be made by another, a false statement 
or representation of a material fact knowing it to be false or knowingly fails, or 
causes another to fail, to disclose a material fact, and, as a result thereof, has 
received any amount as compensation under this title to which he was not entitled, 
shall be liable to repay such amount to the State agency or the Secretary, as the 
case may be, for the fund from which the amount was paid or, in the discretion 
of the State agency or the Secretary, as the case may be, to have such amount 
deducted from any future compensation payable to him under this title within 
the two-year period following the finding, if the existence of such nondisclosure 
or misrepresentation has been found by a court of competent jurisdiction or in 
connection with a reconsideration or appeal. 


REGULATIONS 


Sec. 406. The Secretary is hereby authorized to make such rules and regulas 
tions as may be necessary to carry out the provisions of this title. The Secretary 
shall insofar as practicable consult with representatives of the State unemploy- 
ment compensation agencies before prescribing any rules or regulations which may 
affect the performance by such agencies of functions pursuant to agreements under 
this title. 





DEFINITIONS 


Sec. 407. When used in this title— 
(a) The term ‘“‘veteran’”’ means any person who has served in the active service 
in the Armed Forces at any time on or after June 27, 1950, and prior to such date 
as shall be determined by Presidential proclamation or concurrent resolution of the 
Congress, and who has been discharged or released from such active service under 
conditions other than dishonorable after continuous service of ninety days or 
more, or by reason of an actual service-incurred injury or disability. 

(b) The term ‘‘compensation’’ means the money payments to individuals with 
respect to their unemployment. 

c) The term “‘Secretary’’ means the Secretary of Labor. 

(d) The term ‘‘State’’ includes Hawaii, Alaska, Puerto Rico, the Virgin Islands, 
and the District of Columbia. 

(e) The term ‘‘Armed Forces’’ means the Army, the Navy, the Air Force, the 
Marine Corps, and the Coast Guard of the United States. 






NONDUPLICATION OF BENEFITS 


Sec. 408. (a) Notwithstanding any other provision of this title, no payment 
shall be made under any agreement under this title, or, in the absence of such 
an agreement, by the Secretary under this title, to a veteran for— 

(1) any week or any part of a week he is eligible (or would be eligible 
except for the provisions of this title or except for any action taken by such 
veteran under this title) to receive unemployment benefits at a rate equal 
to or in excess of $26 per week under any Federal or State unemployment 
compensation law, 

(2) any period with respect to which he receives ar education and training 
allowance under subsection (a), (b), (c), or (d) of section 232 of this Act or a 
subsistence allowance under part VII or part VIII of Veterans Regulation 
Numbered 1 (a), as amended, or 

(3) any period he receives additional compensation necessary for his 
maintenance under section 6 (b) (2) of the Federal Employees Compensation 
Act, as amended. 

(b) In any case in which, for any week or any part of a week, a veteran is eli- 
gible for payment of compensation under this title and is also eligible (or would be 
eligible except for the provisions of this title cr except for any acticn taken by 
such veteran under this title) to receive for such week or such part of a week unem- 
ployment benefits at a rate less than $26 per week under any Federal or State 
unemployment compensation law, such veteran may elect to receive payment cf 
compensation under this title; but if the veteran so elects, the amount of com- 
pensation payable under this title shall be reduced by the amcunt of such com- 
pensation benefits for which such veteran is elicible (cr would be elicible except 
for the provisions of this title or except for any activn taken by such veteran under 
this title) under such Federal or State unemployment compensation law. 

(c) If the veteran elects under subsection (b) to receive payment of compensa- 
tion under this title, he shall be entitled to additional compensation at the rate 
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of $26 per week after the exhaustion of State unemployment benefits until the 


total compensation received under this title equals $676. 
(ad) Under no circumstances shall any veteran receive compensation under this 
title from more than one State at one time or in a total amount in excess of $676. 


TERMINATION 


Src. 409. No compensation shall be paid under this title for any week commenc- 
ing more than five years after the date determined by Presidential proclamation or 
concurrent resolution of the Congress prescribed in section 407 (a). 


TITLE V—MUSTERING-OUT PAYMENTS 
ELIGIBILITY FOR PAYMENTS 


Sec. 501. (a) Except as provided in subsection (b) of this section, each member 
of the Armed Forces who shall have been engaged in active service on or after 
June 27, 1950, and prior to such date as shall be determined by Presidential 
proclamation or concurrent resolution of the Congress, and who is discharged or 
relieved from active service under honorable conditions, shall be eligible to receive 
mustering-out payment. 

(b) No mustering-out payment shall be made to— 

(1) any member of the Armed Forces who, at the time of discharge or 
relief from active service, is in a pay grade higher than O-3; 

(2) any member of the Armed Forces who, at the time of discharge or 
release from active service, is entitled to severance pay or is transferred or 
returned to the retired list with retired pay, retirement pay, retainer pay, 
or equivalent pay, or to a status in which he receives such pay: Provided, 
That this paragraph shall not apply upon retirement or separation pursuant 
to title IV of the Career Compensation Act of 1949; 

(3) any member of the Armed Forces for any active service performed 
prior to the date of his discharge or relief from active service on his own initia- 
tive to accept employment or, in the case of any member so relieved from 
active service, for any active service performed prior to the date of his dis- 
charge while in such inactive status, unless he has served outside the con- 
tinental limits of the United States or in Alaska; 

(4) any member of the Armed Forces whose total period of service has 
been as a student assigned by the Armed Forces to a civilian institution for 
a course of education or training which was substantially the same as estab- 
lished courses offered to civilians; 

(5) any member of the Armed Forces for any active service performed 
prior to the date of his discharge from such forces for the purpose of entering 
the United States Military Academy, the United States Naval Academy, or 
the United States Coast Guard Academy; 

(6) any member of the Armed Forces whose sole service has been as a 
cadet at the United States Military Academy or the United States Coast 
Guard Academy, or as a midshipman at the United States Naval Academy, 
or in a preparatory school after nomination as a priocipal, alternate, or 
candidate for admission to any of said Academies; 

(7) any commissioned officer unless he is discharged or relieved from active 
service within three years after such date as shall be determined by Presi- 
dential proclamation or concurrent resolution of the Congress; and 

(8) any member of the Armed Forces who is ordered to active service for 
the sole purpose of training duty or a physical examination, or for a period of 
less than sixty days. 

(c) A member of the Armed Forces who is eligible to receive mustering-out 
payments under this title and under the Mustering-Out Payment Act of 1944 for 
the same period of active service shall elect to receive such payment either under 
this title or such Act, but shall not be entitled to payment under both provisions 
of law. 

DETERMINATION OF PAYMENTS 


Sec. 502. (a) Mustering-out payment for persons eligible under section 501 
shall be in sums as follows: 

(1) $300 for persons who, having performed active service for sixty days or 
more, have served outside the continental limits of the United States or in Alaska. 

(2) $200 for persons who, having performed active service for sixty days or 
more, have served no part thereof outside the continental limits of the United 
States or in Alaska. 
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(3) $100 for persons who have performed active service for less than sixty days. 

(b) Fach person eligible to receive mustering-out payment under subsection 
(a) (1) shall receive one-third of the stipulated amount at the time of final discharge 
or ultimate relief from active service, or at the option of the person so eligible, at 
the time of discharge or release for the purpose of enlistment, reenlistment, or 
appointment in a regular component of the Armed Forces; and the remaining 
amount of such payment shall be paid in two equal installments—one month and 
two months, respectively, from the date of the original payment. Each person 
eligible to receive mustering-out payment under subsection (a) (2) shall receive 
one-half of the stipulated amount at the time of final discharge or ultimate relief 
from active service or, at the option of the person so eligible, at the time of dis- 
charge or release for the purpose of enlistment, reenlistment, or appointment in a 
regular component of the Armed Forces; and the remaining amount of such pay- 
ment shall be paid one month from the date of the original payment. Each person 
eligible to receive mustering-out payment under subsection (a) (3) shall receive 
the stipulated amount at the time of such discharge or relief from active service 
or, at the option of the person so eligible, at the time of discharge or release for the 
purpose of enlistment, reenlistment, or appointment in a regular component of 
the Armed Forces. A person entitled to receive the first installment of the muster- 
ing-out payment at the time of discharge or release for the purpose of enlistment, 
reenlistment, or appointment in a regular component of the Armed Forces shall, 
at his election, receive the whole of such payment in one lump sum, rather than 
in installments. 

TIME LIMITATIONS 


Sec. 503. Any member of the Armed Forces entitled to mustering-out pay- 
ment who shall have been discharged or relieved from active service under honor- 
able conditions before the effective date of this title shall, if application therefor 
is made within two years after the date of enactment of this title, be paid such 
mustering-out payment by the Department of the Army, Navy, or Air Force, or 
the Treasury Department, as the case may be, beginning within one month after 
application has been received and approved by such department. No member of 
the Armed Forces shall receive mustering-out payment under this title more than 
once, and such payment shall accrue and the amount thereof shall be computed 
as of the time of discharge for the purpose of effecting a permanent separation 
from the service or of ultimate relief from active service or, at the option of such 
member, for the purpose of enlistment, reenlistment, or appointment in a regular 
component of the Armed Forces. 


DECEASED MEMBERS 


Src. 504. If any member of the Armed Forces, after his discharge or relief 
from active service, shall die before receiving any portion of or the full amount 
of his mustering-out payment, the balance of the amount due him shall be pay- 
able, on appropriate application therefor, to his surviving spouse, if any; and if 
he shall leave no surviving spouse, then in equal shares to his child or children, 
if any; and if he shall leave no surviving spouse or child or children, then in equal 
shares to his surviving parents, if any. No payments under this title shall be 
made to any other person. 


ADMINISTRATION OF TITLE 


Sec. 505. (a) Mustering-out payments due or to become due under this title 
shall not be assignable and any payments mace to or on account of a veteran 
hereunder shall be exempt from taxation, shall be exempt from the claims of 
creditors, including any claim of the United States, and shall not be subject to 
attachment, levy, or seizure by or under any legal or equitable process whatever 
either before or after receipt by the payee. 

(b) The Secretaries of the Army, Navy, Air Force, and Treasury shal! make 
such regulations not inconsistent with this title as may be necessary effectively 
to carry out the provisions thereof, and their decisions shall be final and not 
subject to review by any court or other Government official. 

(c) The Secretaries of the Army, Navy, Air Force, and Treasury, or such 
subordinate officers as they may designate, are authorized to make direct pay- 
ment to survivors over seventeen years of age, and to select a proper person or 
persons to whom mustering-out payments may be made for the use and benefit 
of former active members of the Armed Forces, or survivors thereof, as defined 
by section 504 hereof, without the necessity of appointment by judicial proceedings 
of a legal representative of any such former member or such survivors when, 








44 VETERANS’ READJUSTMENT ASSISTANCE ACT OF 1952 


in the opinion of the respective Secretaries or their designees, the interests of 
ersons under seventeen years of age so justify, or where the former active mem- 
r or his survivors is suffering from a mental disability sufficient to make direct 
payment not in the best interests of such person or persons. Payments made 
under the provisions of this subsection shall constitute a complete discharge of 
the obligation of the United States as provided in this title; and the selection of 
&@ proper person or pernene, as provided herein, and the correctness of the amount 
due and paid to such person or persons shall have the same finality as that accorded 
decisions made pursuant to subsection (b). The provisions of this subsection 
shall not apply where a legal guardian or committee has been judicially appointed, 
except as to any payments made hereunder prior to the receipt of notice of 
appointment. 
DEFINITIONS 


Sec. 506. As used in this title— 

(a) The term ‘‘spouse”’ means a lawful wife or husband. 

(b) The term “‘child”’ includes (1) a legitimate child; (2) a child legally adopted; 
and (3) a stepchild, if, at the time of death of the member of the Tred Yorces, 
such stepchild was a member of the deceased’s household. 

(c) The term “parent’’ includes father and mother, stepfather and stepmother, 
and father and mother through adoption. 

(d) The term ‘“‘Armed Forces’? means the Army, the Navy, the Air Force, the 
Marine Corps, and the Coast Guard of the United States. 


TITLE VI—MISCELLANEOUS 
JOB COUNSELING AND EMPLOYMENT PLACEMENT 


Sec. 601. Section 607 of title IV, Servicemen’s Readjustment Act of 1944, as 
amended (38 U.S. C. 695f), is hereby amended to read as follows: 

“Sec. 607. The term ‘veteran’ as used in this title shall mean a person who 
served in the active service of the Armea Forces during a period of war in which 
the United States has been, or is, engaged, or during the period on or after June 27, 
1950, and prior to such date as may be thereafter determined by Presidential 
proclamation or concurrent resolution of the Congress, and who has been dis- 
charged or released therefrom under conditions other than aishonorable.”’ 


AUTHORIZATION OF APPROPRIATIONS 


Sec. 603. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out this Act. 
J. E. RANKIN, 


Ouin E. TEeacue, 

Water RoGeErs, 

Epitu Nourse Rogers, 

Auvin E. O’Kownsk1, 
Managers on the Part of the House. 
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2d Session j lt No. 2482 


PRINTING OF PROCEEDINGS AT UNVEILING OF BRONZE 
REPLICA OF DECLARATION OF INDEPENDENCE 


Juny 4, 1952.—Ordered to be printed 


Administration, 


Mr. Sraniey, from the Committee on House 
submitted the following 


REPORT 


{To accompany S. Con. Res. 89) 

The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 89, having considered the same, report 
favorably thereon without amendment and recommend that the 


concurrent resolution do pass. 
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82p CoNGRESS } HOUSE OF REPRESENTATIVES { REporT 
2d Session No, 2483 


DEPARTMENT OF DEFENSE APPROPRIATION BILL, 1953 
UNIV. OF MICH. 
JUL 15 1952 
LAW LIBRARY 


Juty 4, 1952.—Ordered to be printed 


Mr. Manon, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 7391] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7391) 
making appropriations for the Department of Defense and related 
independent agencies for the fiscal year ending June 30, 1953, and for 
other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as 
follows: 

That the Senate recede from its amendments numbered 5, 9, 20, 
21, 22, 23, 23%, 24, 26, 34, 47, 48, 49, 61, and 62. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 3, 6, 11, 13, 14, 15, 16, 17, 19, 30, 32, 33, 38, 
39, 41, 51, 55, and 58, and agree to the same. 

Amendment numbered 1: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $155,000; 
and the Senate agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $625,000; 
and the Senate agree to the same. 
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Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment’as 
follows: 

In lieu of the sum proposed by said amendment insert $35,000,000 ; 
and the Senate agree to the same. 


Amendment numbered 8: 


That the Eouse recede from its disagreement to the amendment of 
the Senate numbered 8, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $550,000; 
and the Senate agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,410,- 
000,000; and the Senate agree to the same. 


Amendment numbered 12: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 12, and agree to the same with an amend- 
ment as follows: 

Restore the matter stricken out bv said amendment, amended to 
read as follows: : Provided further, That no part of this or any other 
appropriation in this Act may be used for pay and allowances of mili- 
tary personnel assigned to recruiting duty in excess of 50 per centum 
of the amount expended for such purpose during the fiscal year ending 
June 30, 1952; and the Senate agree to the same. 


Amendment numbered 18: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 18, and agree to the same with an amend- 
ment as follows: 

In lieu of the sum proposed by said amendment insert $2,736,- 
000,000; and the Senate agree to the same. 


Amendment numbered 25: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 25, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $440,000,000 ; 
and the Senate agree to the same. 


Amendment numbered 27: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $100,000; 
and the Senate agree to the same. 
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Amendment numbered 29: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 29, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,485,896,- 
500; and the Senate agree to the same. 

Amendment numbered 31: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $860 ,000,000 ; 
and the Senate agree to the same. 


Amendment numbered 35: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 35, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $879,000 ,000; 
and the Senate agree to the same. 


Amendment numbered 36: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 36, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $70,000,000; 
and the Senate agree to the same. 


Amendment numbered 40: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 40, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,600,- 
000,000; and the Senate agree to the same. 


Amendment numbered 42: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 42, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,200,- 
000,000; and the Senate agree to the same. 


Amendment numbered 46: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 46, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $225; and 
the Senate agree to the same. 


Amendment numbered 50: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 50, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert the following: an average of five thousand pounds net, such aver- 
age to be based upon the total number of shipments authorized for per- 
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manent change of station during the previous fiscal year but not exceed- 
ing nine thousand pounds net in any one shipment; and the Senate agree 
to the same. 


Amendment numbered 52: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 52, and agree to the same with an amendment as 
follows: 

Restore the matter stricken out by said amendment, amended as 
follows: 

Change the section number to “Src. 634.”’ 

In line 5 of such matter strike out “personnel, during such quarter 
fiscal year,”’ and insert in lieu thereof personnel provided for in this Act 
during such fiscal year 1953 

And the Senate agree to the same. 


Amendment numbered 54: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 54, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: 

Sec. 636. None of the funds provided in this Act shall be available for 
training in any legal profession nor for the payment of tuition for training 
in such profession in excess of twenty persons per year, exclusive of 
students in Reserve Officers’ Training Corps units: Provided, That 
nothing contained in this Act shall prohibit persons now attending law 
courses from completing same. 

And the Senate agree to the same. 


Amendment numbered 56: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 56, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 637; and 
the Senate agree to the same. 

Amendment numbered 57: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 57, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,554,851; 
and the Senate agree to the same. 


Amendment numbered 60: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 60, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert: 

Sec. 639. No part of the funds appropriated in this Act for procure- 
ment which are Limited for obligation during fiscal year 1952 shall be 
obligated during the last two months of the fiscal year ot a monthly rate 
more than 125 per centum of the average monthly rate of obligation during 
the first ten months of the year. 

And the Senate agree to the same. 
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The committee of conference report in disagreement amendments 
numbered 4, 28, 37, 43, 44, 45, 53, 59, 63, 64, 65, 66, 67, 68, 69, 70, 
and 71. 

GEORGE Manon, 
Harry R. SHEPPARD, 
JOHN J. Riey, 
ALBERT GORE, 
A. M. FERNANDEz, 
DaNIEeL J. Frioop, 
Foster FuRcOLO, 
CLARENCE CANNON, 
JOHN TABER, 
R. B. WicGLeswortna, 
Errett P. Scrivner, 
GLENN R. Davis, 
JOHN PHILLIPS, 
Norris Corron, 
Managers on the Part of the House. 


JosePpH C. O’MAHONEY, 

Cart HaypeEn, 

Ricuarp B. Russe tu, 

DeENNiIs CHAVEZ, 

Harry F. Byrp, 

StyLes BripGEs, 

Homer Fercuson, 

LEVERETT SALTONSTALL, 

Wituiam F. KNOowLAND, 
Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7391) making appropriations for the Department of 
Defense and related independent agencies for the fiscal year ending 
June 30, 1953, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon and recom- 
mended in the accompanying conference report as to each of such 
amendments, namely: 


DEPARTMENT OF DEFENSE 
TirLe I 
INDEPENDENT AGENCIES 


Amendment No. 1—National Security Council: Appropriates $155,- 
000 instead of $150,000 as proposed by the House and $160,000 as 
proposed by the Senate. 

Amendments Nos. 2 and 3—WNational Security Resources Board: 
Appropriate $625,000 instead of $500,000 as proposed by the House 
and $750,000 as proposed by the Senate; and permit apportionment of 
appropriation over a 10-month period. 

Amendment No. 4—National Security Training Commission: Re- 
ported in disagreement. 


Tite II 
OFFICE OF THE SECRETARY OF DEFENSE 


Amendment No. 5—Retired pay: Deletes provision of the Senate 
relating to retired pay of military personnel. 

Amendment No. 6: Strikes out provision of the House prohibiting 
transfer of funds appropriated for specific purposes. 

Amendment No. 7—Emergency fund: Appropriates $35,000,000 
instead of $20,000,000 as proposed by the House and $40,000,000 as 
proposed by the Senate. 

Amendment No. 8—Office of Public Information: Appropriates 
$550,000 instead of $312,500 as proposed by the House and $750,000 
as proposed by the Senate. 


Tirie Il 
DEPARTMENT OF THE ARMY 


Amendments Nos. 9, 10, 11, and 12—Miltary personnel, Army: 
Restore language of the House limiting to enlisted personnel expendi- 
tures for education, and delete language of the Senate limiting educa- 
tion to personnel whose education was interrupted; appropriate 
$4,410,000,000 instead of $4,393,000,000 as proposed by the House 
and $4,415,050,000 as proposed by the Senate; include language of 

6 
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the Senate making available $25,000,000 of the appropriation in fiscal 
year 1952; and restore, in modified form, language of the House re- 
stricting the use of funds for personnel assigned to recruiting duty. 

Amendment No. 13—Maintenance and operation, Army: Appropri- 
ates $4,332,400,000 as proposed by the Senate instead of $4,384,400,000 
as proposed by the House. 

Amendments Nos. 14, 15, 16, and 17—Maintenance and operation, 
Army: Include language of the Senate adding cotton and reprocessed 
and reused wool to the House provision governing procurement of 
food and clothing not produced in the United States. 

Amendments Nos. 18 and 19—Procurement and production, Army: 
Appropriate $2,736,000,000 instead of $2,766,000,000 as proposed by 
the House and $2,700,000,000 as proposed by the Senate; and delete 
provision of the House reappropriating $50,000,000 previously 
appropriated for expediting production. 

Amendments Nos. 20 and 21—Military construction, Army civilian 
components: Appropriate $20,000,000 as proposed by the House 
instead of $17,000,000 as proposed by the Senate, and delete provision 
of _ Senate continuing available until 1954 appropriations previously 
made. 

Amendments Nos. 22, 23, 23%, and 24—Army National Guard: Re- 
store provision of the House providing for construction of other than 
armory facilities, and reappropriate unexpended funds previously 
appropriated; appropriate $153,300,000 as proposed by the House 
instead of $156,300,000 as proposed by the Senate; delete provision 
of the Senate increasing funds by transfer from another appropriation; 
and restore wording of the House providing use of penalty mail privi- 
lege. The conferees are agreed that the penalty mail privilege is for 
the conduct of official business of the guard by the commanding officer 
and the adjutant and applies to units of organization and not to per- 
sonnel as individual members of units. 

Amendments Nos. 25 and 26—Research and development, Army: 
Appropriate $440,000,000 instead of $450,000,000 as proposed by the 
House and $391,500,000 as proposed by the Senate; and delete pro- 
vision of the Senate which prohibited the use of funds contained in the 
bill for construction of a research laboratory by the Quartermaster 
Corps. 

Amendment No. 27—National Board for the Promotion of Rifle 
Practice: Appropriates $100,000 instead of $130,000 as proposed by 
the Senate. 

Amendment No. 28—Army Stock Fund: Reported in disagreement. 


Titte IV 
DEPARTMENT OF THE NAVY 


Amendment No. 29—Military personnel, Navy: Appropriates 
$2,485,896,500 instead of $2,493,203,000 as proposed by the House 
and $2,478,590,000 as proposed by the Senate. 

Amendment No. 30—Military personnel, Marine Corps: Appro- 
priates $616,884,000 as proposed by the Senate instead of $610,605,000 
as proposed by the House. 

Amendment No. 31—Marine Corps troops and facilities: Appro- 
priates $860,000,000 instead of $880,965,000 as proposed by the 
House and $800,562,000 as proposed by the Senate. 
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Amendment No. 32—Construction of aircraft and related procure- 
ment; Appropriates $3,910,042,000 as proposed by the Senate instead 
of $3,810,042,000 as proposed by the House. 

Amendment No. 33—Ships and facilities: Appropriates $1,200,- 
000,000 as proposed by the Senate instead of $1,224,000,000 as pro- 
posed by the House. 

Amendment No, 34—Shipbuilding and conversion: The Senate, upon 
insistence of the House, receded from its amendment No. 34, which 
included language providing for partial financing of a second carrier 
of the Forrestal class. The conferees agreed that all of the funds 
budgeted for said carrier under this heading are approved, the con- 
struction of said carrier to be obtained by the abandonment of other 
items not deemed by the Department of the Navy to be as essential as 
said carrier. 

Amendment No. 35—Ordnance and facilities: Appropriates $879,- 
000,000 instead of $900,000,000 as proposed by the House and $807,- 
000,000 as proposed by the Senate. 

Amendment No. 36—Research: Appropriates $70,000,000 instead of 
$75,700,000 as proposed by the House and $65,859,000 as proposed 
by the Senate. 


TirLe V 
DEPARTMENT OF THE AIR FORCE 


Amendment No. 37—Aircraft and related procurement: Reported in 
disagreement. 

Amendment No. 38—Major procurement other than aircraft: Ap- 
propriates $900,000,000 as proposed by the Senate instead of 
$1,000,000,000 as proposed by the House. 

Amendment No. 39— Acquisition and construction of real property: 
Allows funds in the item to remain available until expended as pro- 
posed by the Senate. 

Amendment No. 40— Maintenance and operation: Appropriates 
$3,600,000,000 instead of $3,761,790,142 as proposed by the House 
and $3,540,000,000 as proposed by the Senate. 

Amendment No. 41—Vilitary personnel requirements: Language 
proposed by the Senate agreed to. 

Amendment No. 42—Military personnel requirements: Appropriates 
$3,200,000,000 instead of $3,132,261,000 as proposed by the House and 
$3 ,264,000,000 as proposed by the Senate. 

Amendment No. 43—Research and development: Reported in 
disagreement. 

Amendment No. 44—Air National Guard: Reported in disagreement. 


Tirte VI 


GENERAL PROVISIONS 


Amendment No. 45: Reported in disagreement. 

Amendment No. 46: Provides for $225 per student instead of $200 
as proposed by the House and $250 as proposed by the Senate. 

Reccmdenenet No. 47: Eliminates language proposed by the Senate. 

Amendment No. 48: Restores largusge proposed by the House. 

Amendment No. 49: Eliminates language proposed by the Senate. 
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Amendment No. 50: Accepts language proposed by the Senate with 
an amendment. 

Amendment No. 51: Eliminates language proposed by the House. 

Amendment No. 52: Accepts language proposed by the House with 
an amendment. 

Amendment No. 53: Reported in disagreement. 

Amendment No. 54: Accepts language proposed by the House with 
an amendment. 

Amendment No. 55: Eliminates language proposed by the House. 

Amendment No. 56: Corrects section number. 

Amendment No. 57: Restricts funds for public information and 
public relations to $5,554,851 instead of $5,254,851 as proposed by the 
House and $6,004,851 as "proposed by the Senate. 

Amendment No. 58: Eliminates language as proposed by the 
House. 

Amendment No. 59: Reported in disagreement. 

Amendment No. 60: Accepts language proposed by the Senate with 
an amendment. 

Amendment No. 61: Eliminates language proposed by the Senate. 

Amendment No. 62: Eliminates language proposed by the Senate. 
The conferees are agreed that the Department of Defense shall re- 
quest the Secretary of the Treasury to permit the Department of 
Defense to be relieved of payment of Federal excise taxes on all articles 
of procurement wherever practical to do so in the fiscal year 1953. 

Amendment No. 63: Reported in disagreement. 


Tirte VII 
COMBAT DUTY PAY 


Amendments Nos. 64, 65, 66, 67, 68, 69, 70, and 71: Reported in 
disagreement. 
GrorGE MAHON, 
Harry R. SHEPPARD, 
Joun J. Rivey, 
ALBERT GORE, 
A. M. FERNANDEZ, 
Danteu J. Fioop, 
Foster Furco.o, 
CLARENCE CANNON, 
JOHN TABER, 
R. B. WiaeLesworts, 
Errett P. Scrivner, 
GLENN R. Davis, 
JOHN PHILLIPS, 
Norris Corton, 
Managers on the Part of the House. 
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Mr. Crosser, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


{Pursuant to sec. 136 of the Legislative Reorganization Act of 1946, Public Law 
601, 79th Cong.] 


'** Your Committee on Interstate and Foreign Commerce reports 
herewith on its activities to date during the Eighty-second Congress 
in accordance with the Legislative Reorganization Act of 1946. This 
act vested legislative jurisdiction over the following subjects in your 
committee: 

1. Interstate and foreign commerce generally. 

2. Regulation of interstate and foreign transportation, except trans- 
portation by water not subject to the jurisdiction of the Interstate 
Commerce Commission. 

3. Regulation of interstate and foreign communications. 

4. Civil Aeronautics. 

5. Weather Bureau. 

6. Interstate oil compacts, and petroleum and natural gas, except 
on the public lands. 

7. Securities and exchanges. 

8. Regulation of interstate transmission of power, except the in- 
stallation of connections between Government water-power projects. 

9. Railroad labor and railroad retirement and unemployment, 
except revenue measures relating thereto. 

10. Public health and quarantine. 

11. Inland waterways. 

12. Bureau of Standards, standardization of weights and measures, 
and the metric system. 
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At the start of the Eighty-second Congress, your committee was 


composed of the following: 


Robert Crosser of Ohio, Chairman 


Lindley Beckworth of Texas 

J. Percy Priest of Tennessee 

Oren Harris of Arkansas 

Dwight L. Rogers of Florida 

Arthur G. Klein of New York 
Thomas B. Stanley of Virginia 

John B. Sullivan of Missouri 
William T. Granahan of Pennsylvania 
John A. McGuire of Connecticut 
Thomas R. Underwood of Kentucky 
F. Ertel Carlyle of North Carolina 
John Bell Williams of Mississippi 
Peter F. Mack, Jr., of Illinois 
Homer Thornberry of Texas 

Louis B. Heller of New York 
Kenneth A. Roberts of Alabama 


Of the above members, 
ning of this Congress, viz: 
berry, 
the first session 


nine were new to the committee at the begin- 
. Carlyle, Williams, Mack, Thorn- 

Heller, Roberts, Hoffman, Chenoweth, 
Messrs. Moulder, 
members of the committee, vice Mr. 


Messrs 


Charles A. Wolverton of New Jersey 
Carl Hinshaw of California 

Leonard W. Hall of New York 
Joseph P. O’Hara of Minnesota 
Wilson D. Gillette of Pennsylvania 
Robert Hale of Maine 

James I. Dolliver of Iowa 

John W. Heselton of Massachusetts 
Hugh D. Scott, Jr., of Pennsylvania 
John B. Bennett of Michigan 
Richard W. Hoffman of Illinois 

J. Edgar Chenoweth of Colorado 
John V. Beamer of Indiana 


and Beamer. During 
Staggers, and Denney became 
Sullivan, deceased, Mr. Under- 


wood, appointed to the Senate, and Mr. Gillette, deceased, respec- 


tively. 


The committee was greatly saddened by the passing of John B. 


Sullivan, of Missouri, on January 


following resolutions: 


RESOLUTION OF THE 


29, 1951, and of Wilson D. Gillette, 
of Pennsylvania, on August 7, 1951. 


The committee adopted the 


CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 


Unirep States House or REPRESENTATIVES, JANUARY 30, 1951 


Resolved, That the Interstate and Foreign Commerce Committee of the House 
of Representatives, having this day been advised of the death of our beloved 
colleague and committee associate, the Honorable John B. Sullivan, does hereby 
adjourn in his memory and orders that the clerk of the committee spread on our 
records this expression of the profound sorrow and grief felt by his fellow members 


on the committee. 


Mr. Sullivan was first elected to Congress in November 


1940. He requested 


assignment to the Interstate and Foreign Commerce Committee where he has 


attained an outstanding record of accomplishment. 


He was faithful in attendance 


at committee meetings and keenly analytical in his discussions of legislation. His 


passing is a serious loss to our committee. 
John B. Sullivan was an exceedingly friendly man. 


He counted his personal 


friends by the thousands, all drawn to him by his kindly disposition and helpful 
attitude toward anyone needing his wise counsel or other assistance within his 


power to give. His genuine sincerity, 


coupled with deep-seated, honest convic- 
tions, endeared him to all who knew him. 


Throughout the years during which he served on this committee the work of 
John B. Sullivan was of the highest order and an inspiration to his associates; 


his counsel was wise and statesmanlike. 


He was a man of capacity and ability, 


a successful lawyer, a member of the bar of his city, State, and the Nation. He 
was truly an ornament to his community and an asset to the country. 
He was a God-fearing man, a devout Christian, member of the Roman Catholic 
Church, and one who devoted his time, energy, and talents to the betterment of 


mankind. 


were greatest. 
his having lived and served them. 


This trait of character is best evidenced by his untiring efforts in 
behalf of the people of his city and, especially 


, in behalf of those whose needs 


It may be truly said that his city and his country are better for 


The committee wishes to extend its sincerest condolences to his wife, Lee 


Sullivan, 


married life: Be it further 


who has been such a wonderful helpmate to him throughout their 


Resolved, That a copy of this resolution be sent to Mrs. Sullivan. 
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RESOLUTION OF THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE 
UNITED Stares House oF REPRESENTATIVES, AuGusT 8, 1951 


Resolved, That the members of the Interstate and Foreign Commerce Committee 
of the House of Representatives, having been advised of the death of their beloved 
colleague and committee associate for 8 years, the Honorable Wilson D. Gillette, 
do hereby adjourn in his memory and order that the clerk of the committee 
spread on its records this expression of the profound sorrow and grief felt by the 
members of the committee. 

Mr. Gillette was first elected to Congress in November 1941. After serving 2 
years on the Committee on Expenditures in the Executive Departments, he 
requested assignment to the Interstate and Foreign Commerce Committee where 
he attained an outstanding record of accomplishment. He was faithful in at- 
tendnace at committee meetings and keenly analytical in his discussions of legis- 
lation. His inability to participate recently in the work of the committee due 
to his illness was a serious loss to the committee. 

Wilson D. Gillette was an exceedingly friendly man. He counted his personal 
friends by the thousands, all drawn to him by his kindly disposition. His genuine 
sincerity and deep-seated, honest convictions endeared him to all who knew him. 

Throughout the 8 years during which he served on the committee, his work was 
of the highest order and an inspiration to his associates; his counsel was wise and 
statesmanlike. He was a man of capacity and ability. Having served 10 years 
in the House of Representatives of Pennsylvania prior to his election to Congress, 
he was able to make a real contribution to the work of the committee. 

He was deeply religious—he believed in God—a devout Christian who devoted 
his time, energy, and talents to the betterment of mankind. He often spoke of 
his prayers for divine guidance in discharging his responsibilities. 

The committee wishes to extend its sincerest condolences to his wife who has 
been such a wonderful helpmate to him throughout their married life and es- 
pecially during his extended illness: Be it further 

Resolved, That a copy of this resolution be sent to Mrs. Gillette. 


With this Congress, Mr. Elton J. Layton commenced his thirty- 
second year as clerk of the committee. Assistant clerks are Harold 
W. Lincoln, Kenneth J. Painter, Georgia G. Glasmann, Helen A 
Grickis, Camille O’R. Agnew, and Roy P. Wilkinson. 

Members of the professional staff of the committee are Messrs. 
Kurt Porchardt, Sam G. Spal, Andrew Stevenson, and A. E. Stock- 
burger. 

Practically all legislative matters coming before your committee 
have been handled by the entire committee, pursuant to the legislative 
jurisdiction conferred by the Legislative Reorganization Act and the 
implementing authorizations contained in House Resolution 107 (81st 
Cong.) extended by House Resolutions 51, 323, and 653 (82d Cong.) .! 





1H. Res. 107, Sist Cong.: “Resolved, That the Committee on Interstate and Foreign Commerce may 
make investigations into any matter within its jurisdiction. For the purpose of making such investigations, 
the committee, or any subcommittee thereof, is authorized to sit and act during the present Congress at 
such times and places within or without the United States, whether the House is in ses sion, has recessed, 
or has adjourned, to hold such hearings, and to require, by subpena or otherwise, the attendance: a testi- 
mony of such witnesses and the production of such books, records, correspondence, memoranda, papers, 
and documents, as it deems necessary.  Subpenas may be issued under the signature of the chairman of the 
committee or any member of the committ ee designated by him, and may be served by any person designated 
by such chairman or member. 

By H. Res. 157, the committee was authorized to expend not to exceed $60,000 in the conduct of investi- 
gations pursuant to H. Res. 107. An additional $40,900 was authorized by H. Res. 516 

H. Res. 51, 82d Cong.: “Resolved, That, effective from January 3, 1951, the Committee on Interstate and 
Foreign Commerce, or any duly authorized subcommittee thereof, may make investigations into any 
matter within its jurisdiction. For the purpose of making such investigations, the committee. or any sub- 
committee thereof, is authorized to sit and act during the present Congress at such times and places within 
the United States, its Territories and possessions, whether the House is in session, has recessed, or has 
adjourned, to hold such hearings, and to require, by subpena or otherwise, the attendance and testimony 
of such witnesses and the production of such books, records, correspondence, memoranda, papers, and 
documents, as it deems necessary. Snbpenas may be issued under the signature of the chairman of the 
committee or any member of the committee designated by him, and may be served by any person designated 
by such chairman or member.’ 

H. Res. 323, 82d Cong.: “ Resolved, That the second sentence of H. Res. 51 is hereby amended by inserting 
the words ‘or outside’ after the word ‘within’.”’ 

H. Res. 653, 82d Cong.: “‘ Resolved, That H. Res. 51, as amended, is further amended by inserting at the 
end thereof the following paragraph: 

“*The committee may repor. to the House at any time during the present Congress the results of any 
investigation made under authority of this resolution, together with such recomme ndat ions as it deems 
appropriate. Any such report which is made when the House is not in session shall be filed with the Clerk 
of the House’.” 









m 
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In several instances special subcommittees were created for the pur- 
pose solely of considering a specific bill. 

In addition to the consideration which your committee has accorded 
legislative matters referred to it, the committee has conducted a num- 
ber of investigations into matters falling within its jurisdiction. For 
more detailed examination into certain subjects, four special sub- 
committees were created with membership as follows: , 


SPECIAL NEWSPRINT SUBCOMMITTEE 


(Appointed May 3, 1951) 


Lindley Beckworth, chairman Charles A. Wolverton 
Oren Harris James I. Dolliver 
Peter F. Mack, Jr. Harmar D. Denny, Jr. 


Kenneth A. Roberts 
SECURITIES AND EXCHANGE SUBCOMMITTEE 


(Appointed August 22, 1951) 


Louis B. Heller, chairman Leonard W. Hall 
William T. Granahan Hugh D. Scott, Jr. 
John A. McGuire John B. Bennett 


Harley O. Staggers 
AVIATION SUBCOMMITTEE 


(Appointed January 25, 1952) 


Lindley Beckworth, chairman Charles A. Wolverton 
Dwight L. Rogers Carl Hinshaw 
F. Ertel Carlyle , Joseph P. O'Hara 


Peter F. Mack, Jr, 


FEDERAL COMMUNICATIONS SUBCOMMITTEE 


(Appointed May 21, 1952) 


Oren Harris, chairman Joseph P. O’Hara 
Arthur G. Klein J. Edgar Chenoweth 
F. Ertel Carlyle Harmar D. Denny, Jr. 


Homer Thornberry 


One of the first actions of the committee was to hear members of 
the various regulatory bodies and executive agencies falling within 
its legislative jurisdiction. Such hearings were prompted by (1) re- 
quirement of the Legislative Reorganization Act that the various 
committees exercise close watch over the agencies with which they 
are concerned; (2) means of acquainting the new members of the 
committee with activities with which they would become engaged; 
and (3) a means of affording an opportunity for the various agencies 
to present their ideas to the committee on possible measures im- 
proving their work or making it more effective. The followmg 
agencies were heard: 


Federal Security Agency Federal Communications Commission 

Department of Commerce Office of Alien Property 

Interstate Commerce Commission War Claims Commission 

Federal Trade Commission Federal Power Commission 

National Advisory Committee for Aero- Securities and Exchange Commission 
nautics ; Department of the Interior, Petroleum 


Civil Aeronautics Board Administration for Defense 
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LEGISLATIVE ACTIVITY OF THE COMMITTEE 

The accompanying table summarizes statistically the work of the 
committee, for the first session and for the second session as of July 2, 
1952. In all, 355 bills have been referred to the committee during 
this Congress, of which 28 were reported to the House with the recom- 
mendation that they be passed. Of this number, 10 have become 
public law and 5 are awaiting Presidential action; in addition, 3 more 
were passed by the House, the proceedings vacated, and the companion 
Senate bills passed and subsequently have become public laws. Of 
those which were not reported, 86 were disposed of in some manner 
as indicated in the table. As of July 2, 1952, 241 of the bills referred 
were still pending, although hearings had been held on 16 of this group. 


Cumulative status of bills 


refe rre d 


First 


Second 


’ nd 
session session es n 
as of as of i f 
Oct. 31, | July 2, Oct 2. 
1951 1952 19 > 
RILLS REFERRED OTHERWISE DISPOSED OF 
House hills es 231 | 320 labled for ¢ ri Chamber 
House joint resolutions _- 7 s bill rte 23 
House resolutions 5 | 5 Tabled ul matter cov 
House concurrent resolutions | 1 | 1 ered 49 
Senate bills 11 19 Pahled 4 
Senate joint resolutions_- 2 | 2 Supers it i ed 
~-——- ——- bill 4 10 
Total referrals. -_- : 257 55 = 
otal otherwi di 
REPORTED BY COMMITTEE | j posed of : 50 RH 
ANN OO! Bn oN 8 | 10 || Hearings held, pending 24 16 
Vetoed __. sa Pending 74 22. 
Awaiting Presidential action sae 5 
Passed House ‘ l 6 
Tabled by House (Senate bill 
in liew) .- Sid it 3 
TONE RANI <o accinsintownin ioc ae 4 
Total reported_...--.--- 9 28 


A summary of the work of the committee divided according to 
fields of its responsibility follows: 
INTERSTATE 


AND FOREIGN COMMERCE GENERALLY 


Total bills referred to the committee 


be eaead rai ao Mies aa ees aie as 99 
Passed and became public law____.___ _- ns 5 
Awaiting Presidential action _ et ko x j 1 
Ponsa #1Oune bt oo kl Me Lees te hs 3 
Tabied by House, Senate bill passed in lieu_._.___-__- ihe 2 
On the House Calendar_— — ___ : ene fae : ae 2 
Tabled for other Chamber biil reported...........________- 7 
Tabled, subject matter covered. __- ae 5 
Superseded by sponsors’ reintroduced bill__- 5 
Hearings held, pending_..._.._..__- * . “ 1] 
Pending_____-_- Sb bied ge a UN Ne washes , Lewes 8 


Senate Joint Resolution 40—Extension of time for filing claims 

The principal purpose of the joint resolution, as amended, is to 
amend the War Claims Act of 1948, as amended, to extend the time 
within which claims for benefits under the provisions of the act admin- 


H. Rept. 2484, 82-2 2 
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istered by the War Claims Commission may be filed with the War 
Claims Commission, from March 1, 1951, until March 31, 1952. 
S. 1669—Payments to persons under legal disability 

The purpose of the bill is to expedite the payment of awards pay- 
able under the War Claims Act to prisoners of war and civilian in- 
ternees who are under legal disability. Under present law, such 
awards may be paid only to the claimant’s natural or legal gu: ardian. 
The amendment would authorize the War Claims Commission to 
pay the award, for the benefit of the claimant, to the claimant’s 
natural or legal guardian, committee, conservator, or curator, or to 
such other person as the Commission may determine is charged with 
the care of the claimant. The Commission also would be authorized 
to pay an award payable to a minor, directly to such minor. 
IH. R. 3719-—-Compensation for forced labor 


The purpose of the bill is to authorize the War Claims Commission 
to pay $1.50 per day to any American prisoner of war for forced labor 
periormed by him during his impr'sonment or for inhumane treatment 
to which he was subjected by any enemy government in v iolation of 
the Geneva Convention. Payments would be made out of the War 
Claims Fund. This fund was created by the War Claims Act of 1948 
and consists of sums covered into the Treasury after liquidation of 
German and Japanese property vested by the Alien Property Cus- 
todian pursuant to the provisions of the Trading With the Enemy Act. 
H. R. 5885—Payment to religious organizations 


The purpose of the bill is to authorize the War Claims Commission 
to pay religious organizations, or the personnel thereof, functioning 
in the Philippines ‘and affiliated with religious organizations in the 
United States, compensation for the loss and damage, sustained as a 
consequence of World War II, to their schools, colleges, universities, 
scientific observatories, hospitals, dispensaries, orphanages, and other 
property and facilities connected with their educational, medical, or 
welfare work. 

H. R. 4345—Compensation for forced labor 


The purpose of the bill is to authorize the War Claims Commission 
to pay $1.50 per day to any prisoner of war for forced labor performed 
by him during his imprisonment, or for inhumane treatment to which 
he was subjec ‘ted by any enemy government in violation of the Geneva 
Convention. Payments would be made out of the war claims fund. 
This fund was created by the War Claims Act of 1948 and consists 
of sums covered into the Treasury after liquidation of German and 
Japanese property vested by the Alien Property Custodian pursuant 
to the provisions of the Trading With the Enemy Act. 


S. 302—Returns to dual nationals 


‘The purpose of the proposed legislation is to increase from $5,000,000 
to $8,000,000 the limitation on the amount of property which may be 
returned to dual nationals pursuant to section 32 (a) (2) (D) of the 
Trading With the Enemy Act, as amended by Public Law 859, 
Kighty-first Congress, approved ‘September 29, 1950. 
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H, R. 3298.—Labeling of prescription drugs 

This bill amends the Federal Food, Drug, and Cosmetie Act to 
accomplish two broad objectives: 

(1) To strengthen the protection of the public health against 
dangerous abuses in the sale of potent prescription drugs; 

(2) To relieve retail druggists and the public from burdensome and 
unnecessary restrictions on the dispensing of drugs which may be 
safely used without supervision by a physician. 

The bill does this by placing in the Federal Food, Drug, and Cos- 
metic Act express provisions which will eliminate confusion and dis- 
satisfaction which exist under the present rather general provisions 
dealing with the labeling and dispensing of drugs which may be sold 
only on prescription and drugs which may be sold over the counter. 
H.R. 2821—Fur labeling 


The purpose of the bill is to protect consumers and others from mis- 
leading practices in connection with the sale of furs and fur products 
by requiring informative labeling and invoicing with respect to fur 
products, informative invoicing with respect to furs and by prohibit- 
ing misleading advertising with respect to both furs and fur products. 
H.R. 5767—“ Fair trade” bill 

The primary purpose of the bill is to provide that the application 
and enforcement of State fair-trade laws, including the nonsigner 
provisions of such laws, with regard to interstate transactions shall 
not constitute a violation of the Federal Trade Commission Act or 
the Sherman Antitrust Act. The nonsigner provisions permit en- 
forcement of minimum or stipulated prices against any person who 
willfully and knowingly advertises, offers for sale, or sells any fair- 
traded commodity at less than the price stipul: ated in a resale price 
maintenance contract, whether or not such person is or is not a party 
to such contract. This bill is made necessary because of the decision 
of a divided ae Court in Schwegmann v. Calvert Distillers Cor- 
poration (341 U. 384, May 21, 1951). In that case, the Court 
held that the Mille T ydings Act did not exempt Seis these Federal 
laws enforcement of State fair-trade laws with respect to nonsigners 


H.R. 5954—Land conveyance at Camden, N. J. 

This bill provides for the release to the city of Camden of all the 
right, title, and interest of the United States in and to certain land 
hitherto conditionally granted to such city. 

H, R. 7126—Conveyance of land in Richmond, Calif. 

This bill authorizes and directs the Secretary of Commerce to con- 
vey certain land to the State of California for highway construction 
purposes in the city of Richmond. 


H. R. 8272—Conveyance of land in Fulton County, Ga. 

This bill authorizes and directs the Secretary of Commerce to con- 
vey certain land to Fulton County (which includes Atlanta), Ga., for 
highway-construction purposes. 

S. 1429—Prohibiting transportation of lethal munitions 


The purpose of this bill is to prohibit the transportation in interstate 
and foreign commerce of lethal munitions except when the movement 
is arranged for or on behalf of the United States. The bill is an out- 
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growth of the disaster which occurred at South Amboy, N. J., in 1950, 
and is an attempt to forestall the development in this country of a 
private munitions industry organized to sell munitions to foreign 
countries or any faction that will buy them. 


NEWSPRINT INVESTIGATION 


The committee was directed by House Resolution 116, acting as a 
whole or by subcommittee, to conduct an investigation for the purpose 
of determiming whether any agency of Government is formulating 
plans for putting into effect (1) restrictions relating to the production 
or consumption of newsprint or book papers, (2) requirements respect- 
ing the grade labeling of commodities, or (3) requirements intended 
to bring about simplification and standardization of production, 
marketing, and distribution of commodities; whether the formulation 
of any such plans are necessary in connection with the national 
defense; and whether such plans may represent an attempt to change 
the economy along lines unauthorized by Congress.’ 

House Resolution 116 is similar to prior investigations authorized 
by House Resolution 98, Seventy-eighth Congress, and House Reso- 
lution 98. Seventy-ninth Congress. 

Continual and extensive hearings have been conducted during both 
sessions into the newsprint phase of the resolution, a phase which 
very early appeared to warrant careful attention in view of the evident 
difficulties which were and are being experienced by some of our 
domestic newspapers in securing adequate supplies of newsprint. 
With the full cooperation of the governmental authorities involved, of 
newsprint manufacturers, and of publishers, exhaustive testimony and 
data have been received bearing upon the demand-supply situation 
regarding newsprint. In addition, especial attention has been 
accorded to the stringency in supply of a basic ingredient in the 
manufacture of newsprint, namely, sulfur, which as well as newsprint, 
has been under world-wide allocation this past year. 

In the course of the study into newsprint, the special subcommittee 
considering the problem, made an extended trip to Canada, the major 





2 The resolution follows: 
[H. Res. 116, 824 Cong., Ist sess.] 


RESOLUTION 


Resolved, That the Committee on Interstate and Foreign Commerce, acting as a whole or by subcom- 
mittee, is authorized and directed to conduct an investigation for the purpose of determining— 

(1) whether any agency or officer in the executive branch of the Government has formulated or is 
formulating plans with a view to putting into effect (a) requirements which would have the effect of 
curtailing the production or consumption of newsprint or book papers used in the printing of news- 
papers, Magazines, or such other publications as are admitted to second-class mailing privileges; 
b) requirements with respect to Federal grade labeling of articles or commodities, and the discarding 
of private brand names of articles or commodities; or (c) any other requirements intended to bring about 
simplification and standardization of production, marketing, and distribution of articles or commodities, 
as well as concentration of industry or production; and 

(2) whether, and to what extent, the formulation and carrying out of such plans are necessary in 
connection with the national defense effort; and 

(3) the extent to which any such plans may represent an attempt to change our domestic economy 
along lines not authorized by Congress. 

The committee may report to the House from time to time the results of its investigation, with such 
recommendations for legislation or otherwise as the committee deems desirable, and shall, before the expira- 
tion of the present Congress, submit to the House a final report. Any report submitted when the House 
is not in session shall be filed with the Clerk of the House. 

For purposes of carrying out the provisions of this resolution, the committee, or any subcommittee 
thereof, is anthorized to sit and act during the present Congress at such times and places within the United 
States, whether the House is in session, has recessed, or has adjourned, to hold such hearings, to require 
the attendance of such witnesses and the production of such books, correspondence, memoranda, papers, 
and documents, by subpena or otherwise, and to take such testimony, as it deems necessary. Subpenas 
shall be issued over the signature of the chairman of the committee, and may be served by any person 
designated by the chairman. 
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source of supply, and has hitherto reported thereon.2 The entire 
committee gave consideration to both newsprint and sulfur in its 
trip to Latin America, especially Brazil, Chile, Peru, Ecuador, and 
Mexico, and to the possibilities of obtaining newsprint from bagasse, 
and has hitherto reported thereon.‘ 

Currently United States consumption of newsprint is about 
6,000,000 tons annually. This is supplied by some 1,050,000 tons 
of domestic production, 4,750,000 tons imported from Canada, and 
200,000 tons imported from Scandinavia. Thus about 80 percent 
of total supply is derived from Canada. 

Current United States newsprint manufacturing capacity is about 
1,100,000 tons, while that of Canada is some 5,500,000 tons. Plants 
are presently running slightly over theoretical capacity. 

For some few months past and right at the moment there appears 
to be approximate balance between over-all United States supply 
and demand. At best, however, the situation is none too easy and 
there is imbalance among publishers. Consumption is estimated to 
be on the increase in the amount of some 600,000 tons in the next 
6 years and 1,000,000 tons in the next 10 years. Canadian manu- 
facturers estimate that principally through speed-up of older facilities 
they will increase capacity sufficiently to meet this estimated increased 
demand. 

A basic problem is inherent in the extent to which both present 
United States demand and the projected increase in demand is de- 
yendent upon Canadian sources for its meeting. At the time of the 
First World War most of United States consumption . as met domes- 
tically. Not only was the subsequent increase met by the building 
of plants in Canada, but United States mills converted to other types 
of paper making so that today we have less newsprint capacity than 
30 years ago. 

Actually, this situation, as we have seen, has been accompanied by 
a series of price increases by Can: idian manufacturers, the latest of $10 
a ton just recently going into effect, so that the total is now $126 per 
ton, or twice that of 6 vears ago. At the moment this country ap- 
parently has little alternative to the acceptance of such increases. 
Their grave effect, however, upon the ability of ne wspapers to ¢ ontinue 
in unfettered operation, is quite obvious. 

The Newsprint Subcommittee has explored the possibilities of ex- 
pansion of United States newsprint manufacturing capacity. A major 
deterrent to such expansion is the present high cost of construction, 
estimated at 24; to 3 times the installed cost of most plants now in 
operation. 

Some assistance to would-be manufacturers is contained in the 
accelerated tax amortization provisions of section 124 (a) of the 
Internal Revenue Act, but in nearly 2 years now only 375,000 tons of 
new capacity has been projected by this route, although the Defense 
Production Administration itself has sponsored a program totaling 
494,000 tons increase. 

The subcommittee, therefore, was pleased by the action of the 
Banking and Currency Committee in approving the subcommittee’s 
recommendation of the inclusion of a provision in section 302 of the 
extension of the Defense Production Act of 1950 which endorses the 


§H. Rept. No. 1093, 824 Cong., October 3, 1951. 
4H. Rept. No. 1527, 82d Cong., March 17, 1952. 
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principle of a free press as essential to defense by making it possible 
for new newsprint manufacturers to secure financial assistance through 
direct Government loans for this purpose. This provision required 
spelling out, as hitherto defense agencies have not construed their 
authority under this section as broad enough to cover the expansion 
of newsprint facilities. 

While responsible National Production Authority officials, with the 
cooperation of larger publishers, have done an excellent job in relieving 
distress cases among the small newspapers, in view of the exigencies 
of the present material situation, there is nothing which lends any 
assurance that newsprint users in the United States, and in the world, 
will be able soon to get all of the newsprint which they may want. 
The situation beyond the more immediate future, therefore, will 
require the most careful watching and planning. In both the near- 
term and longer-term situations, your committee will continue its 
attentive examination, and will report from time to time so that the 
House and the public may be fully advised. 


INTERSTATE AND FOREIGN TRANSPORTATION 


Total bills referred to the committee _-_-.......-.-----------.--- 41 
Te IIE MOEN Shae o bone te aks ce lee ecb dnce seh 2 
Deets URI (ON ne ok oe sn ed nian ddan de oka a 1 
Superseded by sponsors’ reintroduced bill_._..............-.--------.. 1 
De) Jk ebe tee Se el bi tsae Deeb et. Sale Sees aAe 37 


S. 2357—To inelude horticultural commodities within the term “agri- 
cultural commodities” for the purpose of the agricultural exemption 
for motor carriers in the Interstate Commerce Act 

The purpose of this bill is to clarify the meaning of paragraphs (4a) 
and (6) of section 203 (b) of the Interstate Commerce Act by speci- 
fically including horticultural commodities, such as nursery stock, 
flowers, and bu!'s, within the definition of agricultural commodities. 


S. 2360—Amendment to Interstate Commerce Act to increase amount 
of securities which may be issued by motor carriers without Com- 
mission approval 

The purpose of this bill is to double the dollar limits of securities 
which may be issued by motor carriers without securing the approval 
of the Interstate Commerce Commission. Under the provisions of 
this bill, motor carriers may issue, without Commission approval, 
securities the par value of which, together with the par value of the 
securities then outstanding, does not exceed $1,000,000. It also 
exempts the issuance of notes maturing in 2 years or less, including 
all outstanding obligations maturing in 2 years or less, aggregating 
not more than $200,000. 


INTERSTATE AND FOREIGN COMMUNICATIONS 


Total bills referred to the committee___..........-....--------- 25 
nS 2 CN CO Eo bi inn one cu her -asaapeuser see 1 
ne emennteen mere Cee 2h oe Pe Pe A ea ee 1 
DLNENOG, 47 S023 tis Sete a Ti fee sd oie bs fhe fe ota 1 
I, oe Ln Ee Be a sh na ed eB ot 22 
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and television procrams currently availahle ta the nonanl, nf ¢han 
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S. 537 


The purpose of the bill, S. 537, is to clarify the scope of the Presi- 
dent’s powers provided for in section 606 (c) of the Communications 
Act of 1934, as amended, to use, control, and close radio facilities of 
all kinds which might be potentially useful to an enemy for naviga- 
tional aid purposes. 

Section 2 of the bill provides criminal sanctions for the violation of 
any order issued pursuant to an exercise of the President’s authority 
under section 606. 

H. R. 1730 

The purpose of this bill is to provide specific legislative authority for 
the Federal Communications Commission to acquire land and con- 
struct stations, building, and related facilities for use in connection 
with radio-monitormg work engaged in by the Commission. 

S. 658 

This bill, as amended, proposes a substantial number of changes in 
the Communications Act of 1934. The proposed changes relate to a 
large variety of matters, including— 

(1) Amendments calculated to improve the organization and ad- 
ministrative functioning of the Federal Communications Commission 
and its staff. 

(2) Amendments designed to clarify and improve the procedure 
and law relating to the granting, renewal, and transfer of station 
licenses. 

(3) Amendments giving the Commission certain new administrative 
powers to secure compliance with the law and Commission regulations 
by holders of construction permits or station licenses. 

(4) Amendments to clarify provisions relating to rehearings and 
judicial review. 

(5) Amendments designed to insure that in adjudication proceed- 
ings the officers performing the decision-making function shall render 
their decisions on the basis of the record made in public hearing. 


INVESTIGATION OF RADIO AND TELEVISION PROGRAMS 


The House of Representatives adopted, on May 12, 1952, House 
Resolution 278 § which authorized and directed the Committee on 
Interstate and Foreign Commerce to conduct a full and complete 
investigation and study to determine the extent to which the radio 





5 The resolution follows: 
RESOLUTION 


Pesolred, That the Committee on Interstate and Foreign Commerce, acting as a whole or by subcom 
mittee, is authorized and directed (1) to conduct a full and complete investigation and study to determine 
the extent to which the radio and television rrovrams currently available to the people of the United States 
contain immoral or otherwise offensive matter. or place improper emphasis upon crime, violence, and 
corruption, and (2) on the basis of such investization and study, to make such recommendations (including 
recommendations for legislative action to eliminate offensive and undesirable radio and television programs 
and to promote higher radio and television standards) as it deems advisable. 

The committee shall report to the House (or to the Clerk of the House if the House is not in session) as 
soon as practicable during the present Congress the results of its investigation and study, together with its 
recommendations. 

For the purpose of carrying out this resolution the committee or subcommittee is authorized to sit and act 
during the present Congress at such times and places within the United States, whether the House is i 
session, has recessed, or has adjouraed, to hold such hearings, and to require, by subpena or otherwise, the 
attendance and testimony of such witnesses and the production of such books, records, correspondence, 
memoranda, papers, and documents, as it deems necessarv. Subpenas may be issued under the signature 
of the chairman of the committee or ay member of the committee designated by him, and may be served 
by any person designated by such chairman or member. 
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and television programs currently available to the people of the 
United States contain immoral or otherwise offensive matter, or place 
improper emphasis on crimes, violence, and corruption. House 
Resolution 278 further directs the committee on the basis of such 
investigation and study to make such recommendations (including 
recommendations for legislative action to eliminate offensive and un- 
desirable radio and television programs and to promote higher radio 
and television standards) as it deems advisable. 

A subcommittee held public hearings on June 3, 4, 5, and 26 in the 
course of which the sponsor of the resolution, Hon. E. C. Gathings, 
and Hon. Joseph R. Bryson, and other witnesses were given an oppor- 
tunity to present their views 


CIVIL AERONAUTICS 


Total bills referred to the committee 





SiO a a al he cll 48 
Paeeed wnt Heceme pelie taw ow.) os SS sn ce cocnsnkg-nswccs 2 
I CORIO IRN Sh wate at ice ane raion wid 1 
Ih TT I: SE ne ed iwebennmencns 1 
‘Tae 1Ot olner Cnamoer Pill renoriea ee ee ee 13 
Superseded by sponsors’ reintroduced bill.........._.-.-_-.------------ 1 
PUR TINOE SUOIMNOINS 25 62 oe 7 eed ali toy ianeedabislunn dice de 2 
ONS SS ES ee ee ere eee eee 28 


S. 2690— Ticket agent practices 

A bill designed to control the selling of airline tickets by ticket 
agents other than the airlines themselves. The Civil Aeronautics 
Board has jurisdiction over the activities of airline ticket offices but 
present law cannot prevent misrepresentation, deceit, and fraudulent 
practices by independent ticket agencies. This bill would extend the 
jurisdiction of the Civil Aeronautics Board to include all airline ticket 
agencies. 
S. 436—Air-mail subsidy 

This bill directs the Civil Aeronautics Board to separate air-mail 
subsidy from air-mail pay. The appropriation for mail pay to be to 
the Postmaster General and that for subsidy to the Civil Aeronautics 
Board. It sets up the basis for rate making and fixes effective dates. 
S. 1183—Alaska airports—hangar leases 


Authorizes the Secretary of Commerce to lease space or property 
within or upon airports in the Territory of Alaska for periods not 
exceeding 10 years for purposes essential or appropriate to the opera- 
tion of airports. 

S. 435—Aviation war-risk insurance 

This bill authorizes the Secretary of Commerce to provide war-risk 
insurance for civil aircraft of the United States when adequate insur- 
ance is not procurable otherwise. It authorizes him to set up a scale 
of charges, make adjustment for losses, and do the necessary things 
involved in conducting an insurance business. He must make an 
annual report to Congress in which a detailed statement of activities, 
expenditures, receipts, and so forth, will be included. The authoriza- 
tion expires 5 years from enactment. 
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1935 by six States, had been renewed and extended five times with the 
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AVIATION INVESTIGATION 


The Aviation Subcommittee held 16 meetings in Washington and 6 
meetings out of the city. 

The committee directed its attention to over-all problems of aviation 
safety. The various aircraft accidents and the circumstances and 
causes connected with each has been studied. 

A report will be made at a later date containing recommendations 
and findings. 

The Interstate and Foreign Commerce Committee also investigated 
airline operations and air facilities during an inspection trip through 
the various countries of South America. ‘They were present in Buenos 
Aires for the opening of the Air Facilitation Conference and partici- 
pated in some of the deliberations. This phase of the committee 
work has heretofore been reported on.® 


WEATHER BUREAU 


Total bills referred to the committee__.............-..-..-.---. 10 
a Rh a i Sov wcieg : Dine te tate Ee eo A 1 
en nee ew doe cweeenana cuneate wes * 1 
Tabled for other C hamber r bill re “pr wrted __ : meres A i : 1 
Superseded by sponsors’ reintroduced bill___.....-.-.----------------- 1 
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S. 2225—Weather control 


This bill provides for a temporary advisory committee comprised of 
nine members, including five to be appointed by the President. The 
other members to be Secretaries of Defe nse, Interior, Agriculture, and 
Commerce. The committec’s authority would be to survey the var- 
ious experiments that have been carried on throughout the country, 
to determine their effects, and to coordinate experimentation in this 


field. 
House Joint Resolution 218—Air pollution 

This resolution authorizes and directs the Surgeon General of the 
Public Health Service, the Secretary of the Interior, and Secretary of 
Agriculture to intensify this work in the field of detec tion and control 
of air pollution. They are to jointly use their present authority to 


speed up this work and report once each year to the Congress their 
progress. 


INTERSTATE OIL COMPACTS 





PETROLEUM AND NATURAL GAS 


Ota: Dine rererroa to the eommiteee._ ok 13 
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Lables tor ether, Chamber bill tenoried.............-.-6..5.4--.<+-4- 2 
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Senate Joint Resolution 42—Extension of interstate compact to conserve 

. + L 

oil and gas 


The purpose of this resolution was to give consent of the Congress 
to the extension and renewal for a period of 4 years of the interstate 
compact to conserve oil and gas, which was entered into originally in 


6H. Rept. No. 1527, 82d Cong., March 17, 1952. 
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1935 by six States, had been renewed and extended five times with the 
consent of the Congress, and unless again renewed, would have expired 
on September 1, 1951. 


PETROLEUM INVESTIGATION 


eC Pa NE OLEAN CEILI 


For some time the committee properly has been concerned 
with the availability of supplies of petroleum of adequate for our 
national economy and for the needs of national defense. This has 
been and continues to be a subject of constant examination. During 
this Congress, as in previous sessions, the committee has had before it 
in a series of hearings responsible officials to keep it fully advised of the 
current and probable future situations. In such connection the in- 
creasing significance from the point of view of national defense of the 
needs of and production provided by the countries of Latin America, 
led to the committee’s making an extensive survey in those countries. 
On this survey, and the bringing up to date of the Mexican situation 
to which the committee previously had given careful consideration, 
the committee hitherto has reported.’ 

In addition the entire committee gave especial attention this 
spring to the threatened shortage of fuel oil in New England and the 
steps taken by the appropriate agencies to avoid it, and a special 
subcommittee considered the supply-demand situation for aviation 
gasoline and the need for changing specifications in such gasoline. 


SECURITIES AND EXCHANGES 


Total bills referred to the committee 


Hearings held, pending 
Pending- -- 


6 

Superseded by sponsors’ reintroduced bill_...................-..------ 1 
1 

4 


INVESTIGATION OF THE SFCURITIES AND EXCHANGE COMMISSION 


In furtherance of the mandate of the Legislative Reorganization 
Act relating to continued watchfulness of the execution by the admin- 
istrative agencies concerned of any laws, the subject matter of which 
is within the jurisdiction of the committee, the committee on August 
22, 1951, adopted the following resolution: 

That the Chair be authorized to appoint a special subcommittee of seven 
members with authority to investigate the Securities and Exchange Commission | 
and the exercise, by the Commission, of the duties and functions granted to it by 
law; and that this special subcommittee may report to the committee from time 
to time the results of its investigations with such recommendation for legislation : 
or otherwise as it deems desirable and shall, before the expiration of the present i 
Congress, submit to the committee a final report. 


In a statement at the opening of the public hearings taking testi- ) 
mony of Securities Exchange officials, Representative Louis B. ‘Heller, ) 
chairman of the subcommittee, expressed the purpose of the 
subcommittee in these words: 

The subcommittee is seeking to ascertain whether or not the legislative intent ; 
and policy have been understood and carried out by the Commission. The 


inguiry is being conducted in an objective, judicial, and impartial manner in the : 
interest of the Nation. 


1H. Rept. No. 1527, 82d Cong., March 17, 1952. 
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In reviewing the Commission’s activities of the past 16 or 17 vears, we aim to 

do so in a constructive and dignified manner; to give due credit and recognition 
to the Commission’s achievements, and to point out any deficiencies and weak 
spots wherever these may occur, so that proper steps may be taken to correct 
them. Slander and character assassination wi!l be ruled out of order. We will 
not smear but we will not whitewash. At all times, it shall be the aim of the 
subcommittee to extend to those involved and to those who want to be heard, the 
privilege and opportunity to present their views. We shall, however, avoid 
cl ittering the record with irrelevant testimony and baseless de Re 1atory remarksé 
We shall strive to keep the evidence within reasonable bounds of relevancy. 
* So far the subcommittee has held 43 hearings, mostly executive in 
character, heard from over 100 witnesses, and taken some 4,000 tran- 
script pages of testimony. At this date the subcommittee has not 
yet issued areport. Public hearings were held covering the New York 
Curb Exchange, the New York Stock Exchange, and the subject of 
direct or private placement of new security issues. 

During the course of the inquiry, the subcommittee has heard from 
all members of the Commission, all of the division heads of the Com- 
mission, a number of the Commission’s staff, and several administra- 
tors of regional offices. There has been discussion by these officials 
of the powers, duties, and functions of the Commission under the 
several statutes which it administers. The inquiry also has involved 
presentation of testimony by representatives of the Investment 
Baukers Association, the National Associ: tion of Securities Dealers, 
and others bearmg on the statutes and their administration. The 
subcommittee has been apprised of a number of problems arising 
from the experience of these years in the administration of the stat- 
utes, both by the Commission members and by the public. 


INTERSTATE TRANSMISSION OF POWER 


Total bills referred to committee_______ 
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RAILROAD LABOR, RETIREMENT, AND UNEMPLOYMENT 

Total bills referred to the committee________ bs hea tale Pathol dacs si 54 
Passed and became public law___-_- ~~ vce aa eat aS wits ae 1 
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H. R. 3669—Railroad retirement ame ‘tial nts 


This bill as reported by the committee, amended the Railroad 
Retirement Act of 1937 so as to provide for an increase of 15 percent 
in all annuities and pensions, an increase of 33); percent in survivor 
benefits and an increase of 25 percent in the insurance lump sum. 
The reported bill was amended on the floor of the House and in the 
Senate and became Public Law No. 234 on October 30, 1951. 

The principal features of Public Law No. 234 are as follows: 


A. RETIREMENT BENEFITS 


Nearly all retirement annuities and all pensions are increased by 15 percent. 

2. Aspouse’s benefit is provided for the wife (or dependent husband) of a retired 

employee. This benefit is payable only if the retired employee is age 65 or more 

and the spouse is age 65 or more, except that, a wife may be eligible for this benefit 

at any age if she is caring for an unmarried, depende nt child under age 18. The 

spouse’s benefit is equal to half of the retired employee’s benefit up to a maximum 
of 340 a month. 
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3. A new minimum-guaranty provision is included in the law, under which an 
employee retiring under the railroad system is guaranteed that his railroad- 
retirement benefits, including social-security benefits, if any, will not be less than 
the benefits that would have been payable to him and his family under the social- 
security system, had his railroad employment been creditable under that system. 

4. Service performed after age 65 is now creditable toward retirement benefits, 
but the maximum service creditable when service before 1937 is included remains 
at 30 years. This provision applies to retired employees as well as those who will 
retire in the future. 

5. A restriction is placed on the amount of benefits payable to retired railroad 
employees who are also entitled to old-age benefits payable under the social- 
security system, if their railroad credits include service performed before 19: 37. 

6. The pay me nt of retirement benefits under this law is restricted to emplovees 
with 10 years or more of creditable railroad service If an emplovee has less than 
10 years of railroad service upon retirement, his r: ailroad credits will be transferred 
to the ne ial Security Adiinistration and benefits will be paid by that Adminis- 
tration, base d on his combined railroad and social-security employment. 

5 An en ployee who has made a joint and survivor election in order to provide 
an annuity for his wife at his death, mav now revoke that election if he wishes. 
His reduced annuity will then be raised to the full amount When a wife or 
husband for whom the election was made dies before the employee, the election 
is automatically revoked. 

8. An employee now has 6 months in which to file his retirement application 
without the loss of benefits. 


B, SURVIVOR BENEFITS 


9. Survivor benefits are increased by at least 33% percent. The minimum 
pavable to a family is raised from $10 to $14. , ; 

10. Survivors of a railroad employee are guaranteed that their monthly benefits 
will, in no case, be less than the total amount that they would have received 
under the Social Security Act if the employee’s railroad employment had been 
creditable under that act. For some years to come, the social-security formula 
will, in the great majority of cases, be more liberal than the railroad formula. 
In effect, therefore, survivor benefits have been increased by considerably more 
than 3314 percent on the average. 

11. A widower of a deceased woman employee who was completely insured at 
death is now entitled to a monthly benefit beginning at age 65 if he was receiving 
at least half of his support a his wife at the time she retired or died. 

12. An application for monthly survivor benefits may now be filed at any time 
within 6 months following the month in which the employee died, without loss of 
hbenents. 

The requirement that an employee must have at least 10 years of cre litable 
railroad service in order to be entitled to retirement benefits under this act also 
applies to survivor benefits ;. When a railroad employee dies vith less than 10 
vears of service, any benefits, other than a residual payment, \ hich may be due 
his survivors, will be paid by the Social Security Administration. The benefits 
will be based on combined railroad and social-security employment. 

i4. The amount a beneficiary may earn in secial-security employment without 
forfeiting his monthly survivor benefit, is increased to the same amount as that 
contained in the Social Security Act. 

15. The insurance lump-sum benefit is increased by 25 percent. 

The new provisions liberalize the conditions under which survivor benefits 
are payable to certain children and parents. 


C, FINANCIAL ADJUSTMENT BETWEEN RAILROAD RETIREMENT SYSTEM AND SOCIAL 
SECURITY SYSTEM 


17. Provision is made for a mutual, periodic reimbursement between the Fed- 
eral old-ave and survivors insurance trust fund and the railroad retirement account 
to the extent necessary to put the social security system in the same position in 
vhich it would be (taking into account the taxes it would receive ard the benefits 
it would pay), if railroad workers had always been and would continue to be cov- 
ered by the social-sccurity system. 
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STUDY OF RAILROAD RETIREMENT LEGISLATION 


In October 1951, the Congress established a joint congressional 
committee on railroad retirement legislation, pursuant to Senate Con- 
current Resolution 51. This joint committee is authorized and di- 
rected to make a full and complete fact-finding study and investiga- 
tion of the Railroad Retirement Act, and of such related problems as 
it may deem proper with a view toward ascertaining what changes 
should be made in such act. This study is now in progress. 

H. R. 6525—Railroad unemployment insurance benefits 


This bill amends section 2 of the Railroad Unemployment Insurance 
Act so as to provide for an increase in unemployment and sickness 
benefits payable under that act. This bill substitutes a new schedule 
of daily benefit rates containing 1 classes. This schedule begins with 
a minimum daily benefit of $3 a day, payable to employees who have 
received compensation of $300 to $474.99 during the “base year.” 
The daily benefit rate increases by 50-cent intervals for successive 
base year compensation brackets to a maximum of $7.50 a day for 
base year compensation of $3,500 and over. The percentage increase 
in the daily benefit rates ranges from 30 to 60 percent, depending upon 
the base year compensation. This bill became Public Law No. 343. 
The new schedule of benefit rates became effective on July 1, 1952. 


PUBLIC HEALTH AND QUARANTINE 


Total bills referred to the committee_______-- eo a eae 51 
EE EI et ee SOE LT A eS 1 
Tabled, subject matter covered___......_------ tai eee eae 4 
Hearings held, pending__- - - - - se een st paisa 2 
Pending. -- -- 24 eeaadaecoorae © adage te arith 44 


H.R. 7722—Coast Guard medical officers 
This bill would give the chief Coast Guard medical officers the same 
rank as chief Army medical officers. 


INLAND WATERWAYS 


Total bills referred to the committee__________- ; oi 5 
Pending- ---_- -- 


BUREAU OF STANDARDS 


Total bills referred to the committee Se et he ae None 
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APPENDIX A 


Classification of bill status, July 2, 1952 


Reported by committee, passed and became public law 
Reported by committee, passed and awaiting Presidential action _ - 
Reported by committee, passed House - - - 
Reported, tabled by House, Senate bill passed in lieu 
Reported, on House Calendar 


Reported - - - - - - - 


Tabled, other Chamber bill reported _ 
Tabled, subject matter covered. 

Tabled _ ; 

Superseded by sponsor ’s reintroduced bill_. 


Otherwise disposed of _- es od 
Hearings held, pending 
Penge... 3. 


23 
49 


10 


86 


16 


995, 


aa 


Total referred 


355 


In the following description of the status of bills referred, action taken in the 
second session is indicated by use of the year (1952). Otherwise, the dates given 


are in the first session, or 1951. 


Reported by committee—now public law (10): 


Senate Joint Resolution 40—Extension of time, War Claims Act. Referred 
to committee, March 1. Hearings March 6. Re sported (McGuire) March 8, 
No. 217. Passed House, amended, March 13. Senate agrees March 28. 


Approved April 5, Public Law 16. 
S. 485—Aviation war-risk insurance. Referred to committee April 
Reported (Beckworth) May 17, No. 483. Passed House, amended, 
21. Senate agrees, May 23. Approved June 14, Publie Law 47. 

H. R. 2321—Fur branding. Introduced (O’Hara) February 


12 
May 


2. Gearings 


started April 17. Reported (O’Hara) june 11, No. 546. Passed House 


June 18. Passed Senate, amended, June 21. Conference report July 


7 


ai, 


No. 769. Senate agrees July 27. House agrees, July 27. Approved 


ma. 


August 8, Public Law 110. 


Senate Joint Resolution 42—Extension of Interstate Oil compact. Referred 


to committee June 22. Reported (Beckworth) August 14, No. 
Passed House, August 21. Approved August 28. Publie Law 128. 


854. 


S. 1188—Hangars, Alaska airports. Referred to committee May 8. Hear- 
ings August 20. Reported (Be ekworth) August 20. Passed House, 
amended September 17, Senate agrees October 1. Approved October 


10. Public Law 160. 


S. 537—Electromagnetie Radiation Control Act. Referred to committee 


July 24. Hearings September 18. Reported (Granahan September 


19, 


No. 975. Passed House, amended, October 4. Senate agrees October 


11. Approved October 24. Public Law 200. 
H. R. 3298—Refill of drug prescriptions. Introduced (Durham) March 
Hearings May 1. Reported (Williams, Mississippi) July 16, No. 


19, 
700. 


Passed House August 1. Passed Senate, amended, October 15. House 


agrees October 17. Approved October 26. Public Law 215. 


19 
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Reported by committee—now public law (10)—Continued 
H. R. 3669—Increase of railroad retirement annuities. Introduced (Crosser) 


April 12. Hearings started May 15. Reported (Rogers, Florida) Sep- 
tember 19, No. 976. Passed House October 16. Passed Senate, amended, 
October 17. Conference report October 18, No. 1215. House agrees 
October 19. Senate agrees October 19. Approved October 30. Public 
Law 234. 


. 1669—Payments, War Claims Act. Referred to committee August 10. 


Hearings March 19, 1952. Reported (Rogers, Florida) March 24, 1952, 
No. 1630. Passed House March 31, 1952. Approved April 9, 1952. 
Public Law 304. 


. 302—Dual citizenship, Trading With the Enemy Act. Referred to com- 


mittee July 24. Hearings October 18. Reported (Beeckworth) April 7, 
1952. Passed House, amended, April 8, 1952. Conference report May 27, 
1952, No. 2003. House agrees May 28. Senate agrees May 28. Approved 
June 6. Public Law 378. 


Passed House, awaiting Presidential action (5): 


5. 


TR 


S 


2357—Expansion of agricultural exemption, motor carriers. Interstate 
Commerce Act. Referred to committee June 3, 1952. Reported June 16, 
No. 2175. Passed House July 1, 1952. 


. 2360—Raising exemption for motor carrier securities, Interstate Com- 


merce Act. Referred to committee June 3, 1952. Reported June 16, No. 
2176. Passed House July 1, 1952. 


. 658—Communications Act, procedure. Referred to committee February 


6. Hearings started April 5. Reported (Harris) April 8, 1952, No. 1750. 
Passed House, amended, June 17, 1952. Conference report July 1, 1952, 
No. 2426. House agrees July 2, 1952. Senate agrees July 2, 1952. 


. 2690—Aviation ticket practices. Referred to committee May 13, 1952. 


Reported (Mack, Illinois) July 1, 1952. Passed House July 2, 1952. 


H. R. 5767—Amendment to fair-trade laws. Introduced (McGuire) October 


17. Hearings started February 4, 1952. Reported (McGuire) February 
27, 1952, No. 1437. Passed House, May 8, 1952. Reported Senate June 
12, 1952, Interstate and Foreign Commerce Committee, No. 1741. Passed 
Senate July 2, 1952. 


Reported by committee, and passed by House (6): 


H 


H 


H 


. R. 1730—Radio monitoring. Introduced (Crosser) January 19. Re- 


ported (Rogers, Florida) January 25, No. 13. Passed House February 19. 
Passed Senate, amended, March 12. 


. R. 8272—Conveyance of land in Fulton County, Ga. Introduced (Davis, 


Georgia) June 18, 1952. Reported (Thornberry) June 30, 1952, No. 2357. 
Passed House July 2, 1952. 


. R. 7126—Conveyance of land in Richmond, Calif. Introduced (Miller, 


California) March 19, 1952. Reported (Rogers) June 17, 1952, No. 2183. 
Passed House July 2, 1952. 


H. R. 5954—Conveyance of land in Camden, N. J. Introduced (Wolverton) 


H 


H 


January 9, 1952. Reported (Priest) June 30, 1952, No..2355. Passed 
House July 2, 1952. 


. R. 7722—Coast Guard medical officers. Introduced (O’Hara) May 5, 


1952. Reported (Harris) July 1, 1952, No. 2408. Passed House July 2, 
1952. 


. J. Res. 218—Air pollution. Introduced (Murphy) March 22. Hearings 


June 30, 1952. Reported (Klein) June 30, 1952, No. 2359. Passed House 
July 1, 1952. 


Reported by committee, tabled by House, Senate bill passed in lieu (3): 


H 


H 


H 


. R. 3719—War claims, prisoners of war. Introduced (Dempsey) April 13. 


Hearings started October 18. Reported (Beckworth) March 24, 1952, 
No. 1632. Tabled by House March 31, 1952, 8. 1415, amended, passed in 
lieu. Senate agrees to House amendments to 8. 1415, April 1, 1952. 8. 1415 
approved April 9, 1952. Public Law 303. 


. R. 5385—War claims, religious organizations. Introduced (McCormack) 


September 18. Hearings started October 18. Reported (Granahan) 
March 24, 1952, No. 1631. Tabled by House, March 31, 1952, for 8. 1415, 
amended, passed in lieu. 


. R. 6525—Increase in Railroad Unemployment Insurance Benefits. Intro- 


duced (Crosser) February 11, 1952. Hearings started March 13, 1952. 
teported (Crosser) April 7, 1952, No. 1727. Tabled by House, May 5, 
1952, for S. 2639 passed in lieu. 8S. 2639 approved May 15, 1952, Public 
Law 343. 


| 
' 
; 
i 
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Reported by committee—on House Calendar (4): 

H. R. 4345—War claims, prisoners of war. Introduced (Crosser) June 6. 
Hearings started October 18. Reported (Beckworth) March 24, 1952, 
No. 1633. 

S. 1429—Prohibition of transportation of lethal munitions. Referred to 
committee February 26, 1952. Reported (Harris) June 30, 1952, No. 2358. 

S. 2225—Committee to study private weather experiments. Referred to 
committee June 23, 1952. Reported (Williams, Mississippi) June 30, 1952, 
No. 2360. 

S. 486—Air-mail-subsidy separation. Referred to committee September 20. 
Hearings started March 24, 1952. Reported (Priest) July 2, 1952, No. 
2439. 

Tabled by committee, other Chamber bills reported (23): 

H. R. 1620 (Keogh), H. R. 2559 (Gwinn), H. R. 2656 (McGuire)—Dual 
citizenship, Trading With the Enemy Act. Hearings started October 18. 
Tabled April 3, 1952, for S. 302 reported in lieu. 

H. R. 2534 (Klein), H. R. 2689 (McGuire)—Extension of time, War Claims 
Act. Hearings March 6. Tabled March 6, for Senate Joint Resolution 
40, reported in lieu. 

H. R. 4477 (Crosser)—Legal disability, War Claims Act. Tabled March 20, 
1952, for S. 1669, reported in lieu. 

S. 1415—Religious organizations, War Claims Act. Hearings started Octo- 
ber 18. Tabled March 1, 1952, for H. R. 5385, reported in lieu. 

H. R. 2460 (Beckworth)—Aviation war risk insurance. Hearings March 
13. Tabled May 11 for 8. 435, reported in lieu. 

H. R. 3302 (Crosser)—Hangars, Alaska airports—Hearings August 20. 
Tabled August 20 for 8S. 1183, reported in lieu. 

House Joint Resolution 206 (Harris), House Joint Resolution 211 (Beck- 
worth)—Extension of interstate oil compact. Hearings started June 11. 
Tabled August 10 for Senate Joint Resolution 42, reported in lieu. 

H. R. 189 (Heselton), H. R. 190 (Heselton), H. R. 191 (Heselton), H. R. 505 
(Kennedy), H. R. 506 (Kennedy), H. R. 507 (Kennedy), H. R. 508 (Ken- 
nedy), H. R. 3320 (Hoffman, Ill.), H. R. 3675 (Dawson), H. R. 4827 
(Heselton)—Air mail pay. Hearings started March 24, 1952. Tabled 
June 24, 1952, for 8. 436, reported in lieu. 

H. R. 7218 (Crosser) —Aviation ticket practices. Tabled July 1 for 8S. 2690, 
reported in lieu. 

H. R. 7325 (Poulson)—Private weather experiments. Tabled June 30 for 
S. 2225, reported in lieu. 

Tabled by committee, subject matter covered (49): 

H. R. 538, 2099 (O’ Hara)—Fur misbranding. Tabled June 8 for H. R. 2321, 
reported 

H. R. 6184 (Elliott) —Amendment to fair-trade laws. Tabled February 26, 
1952, for H. R. 5767, reported. 

H. R. 4522 (Heller), H. R. 6575 (Elliott)—-War claims, prisoners of war. 
Tabled March 19, 1952, for H. R. 5385, reported. 

H. R. 3976 (Crosser)—Public Health Service personnel. Tabled October 20 
with‘passage by House of 8. 1820. 

H. R. 63 (Furecolo); H. R. 166 (Brooks); H. R. 382 (St. George); H. R. 456, 
2129, 2313 (Cunningham); H. R. 1070 (Shafer); H. R. 1187 (Ford); 
H. R. 1313 (Vursell); H. R. 1404, 1405, 1406, 3806 (Van Zandt); H. R. 1524 
(Boggs, Louisiana); H. R. 1941 (Jonas); H. R. 2256 (Smith, Virginia); 
H. R. 2422 (O’Hara); H: R. 2423, 3248, 3249, 4641 (Priest); H. R. 2533 
(Golden); H. R. 2688 (Granahan); H. R. 2690 (McMillan); H. R. 3050 
(Battle); H. R. 3074 (Boggs, Delaware); H. R. 3121 (Perkins); H. R. 3367 
(Rees, Kansas); H. R. 3513 (Miller, Indiana); H. R. 3755 (Crosser); H. R. 
3801 (Bennett, Florida); H. R. 4732 (Martin, Iowa); H. R. 4777 (Harden) ; 
H. R. 4898 (Blatnik); H. R. 5136 (Miller, California)—Increases in Rail- 
road Retirement Act benefits. These 35 bills tabled August 19 for H. R. 
3669, reported. 

H. R. 6588 (Miller, California); H. R. 6605 (Withrow); H. R. 6758 (Wolver- 
ton); H. R. 6783 (O’Hara); H. R. 6800 (Bennett, Michigan); H. R. 6806 
(McGuire); H. R. 6858 (Rees, Kansas), H. R. 6878 (Patten)—Increases in 
railroad unemployment insurance benefits. Tabled April 7, 1952, for 
H. R. 6525, reported. 
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Otherwise tabled (4): 


H. R. 910—Nurses scholarships. Tabled March 18, 1952. 

H. R. 1611—Poliomyelitis research. Tabled October 9. 

House Resolution 125—New Jersey railroad accident. Tabled April 2. 
H. R. 5414—Multiple sclerosis. Tabled October 3. 


Superseded by sponsor’s reintroduced bill (10): 


H. R. 133 by H. R. 4284 (Keogh)—War claims, stockholders’ interest. 

House Joint Resolution 38 by House Joint Resolution 218 (Murphy)—Air 
pollution. 

H. R. 1383 by H. R. 4143 (Multer)—Universal registration, securities. 

H. R. 1521 by H. R. 7073 (Beckworth)—-Air personnel training. 

H. R. 2823 by H. R. 5364 (Davis, Georgia)—-Synthetic rubber labeling. 

H. R. 6076 by H. R. 7256 (Canfield) —Inflammable fabrics. 

H. R. 6077 by H. R. 7257 (Johnson)—Inflammable fabrics. 

H. R. 6099 by H. R. 7258 (Seely-Brown)—Inflammable fabrics. 

H. R. 7409 by H. R. 7802 (O” Hara)—Registration equipment trust certificates. 

H. R. 4884 by H. R. 6189 (Smith, Mississippi) —Extension of natural gas 
service. 


Hearings held (16): 


H. R. 1659, 1774, 2614, 2931, 2979, 4117, 4701—Amendments to War Claims 
Act. Hearings started October 18. 

H. R. 2263, 2758, 4284, 5467—Amendments to Trading With the Enemy 
Act. Hearings started October 18. 

H. R. 274, 913—Local public health units. Hearings started April 10. 

H. R. 7073, 7074—-Air personnel training. Hearings April 28, 1952. 

H. R. 6846—Securities and Exchange fees on broker-dealers. Hearings held 
by SEC subcommittee April 30, 1952. 


Bills pending (225): 


Interstate and foreign commerce generally (58): 
Liquor advertising—H. R. 1514, 2188, 5889. 
Stockpile of worsteds—H. R. 1993. 
Synthetic rubber labeling—H. R..5364. 
Food and drug labeling—H. R. 1670, 3254, 3255, 3256, 3257, 4612. 
Food and drug, multiple seizures—H. R. 2383. 
Department of Commerce reorganization—H. R. 3310, 3682. 
Slot-machine information—H. R. 3301. 
Food and drug export labeling—H. R. 4242, 4267. 
Lobster labeling—H. R. 4174, 4175, 4177. 
Bullfighting—H. R. 4017. 
Racketeering in transportation—S. 1899. 
Sulfur for newsprint—H. R. 5451. 
Consumers’ Bureau, Department of Commerce 
Drug prescriptions—H. R. 5718. 
Food and Drug, Detroit office—H. R. 4978. 
Inflammable fabries—H. R. 6290, 7256, 7257, 7258. 
Household appliances—H. R. 6219. 
Dangerous toys—H. R. 6395. 
Fireworks—H. R. 6722. 
Food shrinkage—H. R. 7128. 
Government competition in business—H. R. 6785. 
Commercial bribery—H. R. 7600. 
Transportation (38): 
Railroad communications—H. R. 269, 1998. 
Federal Traffic Bureau—H. R. 541. 
Repeal of Bulwinkle Act—H. R. 542. 
Standard time—H. R. 543, 1955, 7067. 
Segregation of passengers—-H. R. 546, 2228. 
Uniform vehicle laws—House Joint Resolution 54, H. R. 1400. 
Northeast member on ICC—H..R. 935. 
Canadian railway exemption—H. R. 1021. 
Long Island Railroad exemption—H. R. 1048. 
Reduced fare for service personnel—H. R. 1958. 
Per diem—H. R. 2517. 
Travel information—H. R. 1898. 
Railroad rates—H. R. 3638, 7233. 
Freight car illumination—H. R. 3712. 
Rail-water port differentials—H. R. 4414, 4483. 


H. R. 5189. 
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Bills pending (225)—Continued 
Transportation (38)—Continued ' 
Washington, D. C., transit—H. R. 4604, 8168, 8171. 
Pipeline certificates—H. R. 5632. 
Motor carrier process serving—S. 2211. 
Freight forwarders—H. R. 6801, 6802. 
Freight car shortages—H. R. 6962, 7028. 
Registration equipment trust certificates—H. R. 7802, 7808. 
Mail truck safety—H. R. 7906. 
Government rate finality—H. R. 8171. 
Railroad reorganization—H. R. 8347. 
Motor carrier equipment—H. R. 7753. 
Registration motor serial numbers—H. R. 8429. 
Communications (22): 
Radio networks—H. R. 10, 73. 
Free telephones for veterans—H. R. 32. 
Cooperation with State—H. R. 1729. 
Educational use of television—House Joint Resolution 148, H. R. 3543. 
Construction exemption—H. R. 2794. 
Wire services, gambling—House Resolution 146. 
Television programs—H. R. 3482, 4366, 5471, 5829, 5537. 
Ferryboat radio—H. R. 3763. 
Political broadcasts—H. R. 4240, 5470, 7062, 7756, 7782. 
Independent telephone companies—H. R. 4309. 
Telephone recording—H. R. 4404. 
Television theater programs—H. R. 3353. 
Lifeboat radio—H. R. 6825. 
Aviation (28): 
Air Safety Board—H. R. 2. 
Heliports—H. R. 104, 196. 
Flight passenger lists—H. R. 207. 
Aircraft development—H. R. 1277. 
Overseas rates—H. R. 1285. 
Sea-air—H. R. 114. 
Compensation for wrongful acts—H. R. 1985. 
RFC loans to municipal airports—H. R. 2466. 
Aviation education—H. R. 3467. 
Low flying airplanes—House Resolution 208, House Resolution 425 
House Resolution 427. 
Feederline airways—H. R. 3914, 4006. 
Reciprocal foreign permits—H. R. 4621. 
Aviation clergy rates—H. R. 6424, 6498. 
Delegation of authority—H. R. 7217. 
Wildcat aircraft parts—H. R. 7219. 
Civil penalties—H. R. 7220. 
Financial responsibility—H. R. 7270. 
Airport policy—H. R. 7466. 
Use of nautical miles—H. R. 7521. 
Airport payments—H. R. 7890. 
Department of Agriculture, airports—S. 2229. 
Air-mail subsidy—H. R. 8356. 
Washington Airport parking—H. R. 5069. 
Weather (6): 
Air pollution—H. R. 134, 3536, 3538. 
Weather research—H. R. 4887. 
Weather control—H. R. 4864, 7785. 
Petroleum and natural gas (10): 
Natural gas pipeline safety—H. R. 88. 
Synthetic liquid fuel plants—H. R. 1316, 3022. 
Production and gathering exemption—H. R. 3285. 
Eminent domain, gas storage—H. R. 3793. 
Distribution exemption—H. R. 3941, 8397. 
Gas lines on public lands—H. R. 3903. 
Interstate gas compacts—H. R. 5150. 
Extensions of gas service—H. R. 6189. 
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Bills pending (225)—Continued 
Securities and exchanges (4): 

Registration of unlisted securities—H. R. 4143, 7955. 

Unlisted trading—H. R. 1616. 

Consolidated stock certificates—H. R. 2997. 
Interstate power (1): Water flow below dams—H. R. 1373. 
Railroad retirement (6): Increase in benefits—H. R. 6228, 6924, 7038, 8126, 

8323, 8371. 
Railway Labor (3): 

Foreign coverage—H. R. 7134. 

Compensation for seized railroads—H. R. 7323, 7359. 
Public Health (44): 

National health insurance—H. R. 27, 54. 

School health—H. R. 42, 3030, 3079, 3238, 4322. 

Health services—H. R. 146. 

Medical care to Coast Guard dependents—H. R. 135. 

Grave care—H. R. 151. 

Public Health Service personnel—H. R. 252. 

Blood bank—House Joint Resolution 68. 

Hospital construction—H. R. 417. 

Nurses’ training—H. R. 516, 6185, 8087. 

Child life research—H. R. 1879, 2477, 4094. 

Cancer research—H. R. 1644. 

Aid to medical education—H. R. 1781, 2571, 2707. 

Shortage of physicians—H. R. 2152. 

Lighthouse employees—H. R. 2273. 

Merchant marine exemption—H. R. 2535. 

Narcotic patients—H. R. 2831. 

Local health units—S. 445. 

Survey of sickness—H. R. 3339. 

Training of physicians—H. R. 3371. 

United States Medica! Academy—H. R. 3931. 

Leprosy—H. R. 4051. 

Civilian fitness—House Concurrent Resolution 19. 

Juvenile addict hospitals—H. R. 4549, 4569, 4577, 4579. 

Multiple sclerosis—H. R. 5795. 

National Health Institute—H. R. 6530. 

City ambulance service—H. R. 6885. 

Chronic alcoholics—H. R. 7619, 8471. 

Far East medical team—-House Joint Resolution 445. 

Emergency authority—H. R. 8463. 

Inland waterways (5): 
Inland Waterways Corporation—H. R. 1528, 5354. 
Tennessee and Cumberland Rivers—Extension of routes—H. R. 2957, 
3078, 6501. 














APPENDIX B 


House Committee on Interstate and Foreign Commerce: Committee activity—82d 
Cong. (through July 1, 1952) 











| | Total 
First Second through 
session session | July 1, 
| |} 1952 
' 
widen ‘ould os ieee nmnitnasededeoiall oie a 
‘ | | | 
Hearings: | 
NN 6S SAR a ok icp cin gesa aie nee anaaxea saaapaae | 13 | 14 27 
Ce en clein Seba indcdentdmmun eee odk 65 | 35 100 
Dr oid... 2c. cine nconnses scien siahichil dh l 3 4 
Days of sitting__..---- picheeneiihtahinedineddkonenstierntineetel 03 | 46 | 109 
Hours of sitting__- = ixtccledpeahe ideation ater liototcemes aevnea 138 | 122 | 260 
Number printed _- donee 1 ehh beats Sib eow ani 10 | 5 | 115 
Sr i acne ikon cathe neemsigernhnesigiinhtnmasdedasiomiaet #4 2,474 1,302 3, 776 
Executive sessions: | 
RII era te ee ee seals Scots 4 | 57 121 
NG SR icibctnecitiodtinctnnenuttbbbbctabhnwtee ; 110 | 104 214 


1 11 expected to be printed. 








LES Wp nian RS Hig tite SE 


ee 









oe ee NONE PIE TIAA SRG EN SE MMII LL TD 





82p CoNGRESS ; HOUSE OF REPRESENTATIVES { REpPoRT 


2d Session 


t No. 2485 


DEPARTMENTS OF STATE, JUSTICE, COMMERCE, AND 
THE JUDICIARY APPROPRIATION BILL, 1953 


Fa ai PE ae ARe 
UNIV. OF MICH. 
JUL Ld 1952 Jury 4, 1952.—Ordered to be printed 
lr AY [ 1 
Ladi W LIBR AR Y 


Mr. Rooney, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


{To accompany H. R. 7289] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7289) 
making appropriations for the Departments of State, Justice, Com- 
merce, and the Judiciary, for the fiscal year ending June 30, 1953, 
and for other purposes, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its amendments numbered 1, 10, 11. 
14, 20, 31, 39, 42, 45, 46, 49, 50, 51, and 54. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 3, 5, 7, 8, 9, 15, 16, 17, 18, 22, 32, 33, 34, 35, 36, 
37, 38, 40, 41, and 44, and agree to the same. 

Amendment numbered 2: 

That the House recede from its disagreement to the amendment of 


the Senate numbered 2, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $6,500,000; 
and the Senate agree to the same. ° 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $1,500,000; 
and the Senate agree to the same. 
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Amendment numbered 12: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $87,225,000; 
and the Senate agree to the same. 


Amendment numbered 19: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $2,900,000; 
and the Senate agree to the same. 


Amendment numbered 25: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 25, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,877,000; 
and the Senate agree to the same. 

Amendment numbered 26: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $264,500; 
and the Senate agree to the same. 

Amendment numbered 27: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,810,935 ; 
and the Senate agree to the same. 


Amendment numbered 28: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,700,000; 
and the Senate agree to the same. 


Amendment numbered 29: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 29, and agree to the same with an amendment 
as follows: ; 

In lieu of the sum proposed by said amendment insert $1,390,300, 
and the Senate agree to the same. 


Amendment numbered 30: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 30, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $120,700, 
and the Senate agree to the same. 
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Amendment numbered 47: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 47, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $27,250,000; 
and the Senate agree to the same. 


Amendment numbered 48: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 48, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,991,850; 
and the Senate agree to the same. 


Amendment numbered 53: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 53, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: 

Sec. 604. No part of any appropriation or authorization contained in 
this Act shall be used to pay compensation of any incumbent appointed 
to any civil office or position which may become vacant after July 1, 1952, 
through the fiscal year 1953: Provided, That ihis inhibition shall not 
apply— 

(a) to not to exceed 25 per centum of all vacancies; 

(6) to positions filled from with'n the department; 

(c) to offices or positions required by law to be filled by appoint- 
ment of the President by and with the advice and consent of the 
Senate; 

(d) to the Department of Justice; 

(e) to the Judiciary Branch; 

(f) to the Civil Aeronautics Administration; 

(g) to the operational personnel of the Vi ‘eather Bureau, National 
Bureau of Standards, the Field Office Service of the Bureau of Foreign 
and Domestic Commerce, Coast and Geodetic Survey, and the Bureau 
of Public Roads; 

(h) to the Patent Office; 

(i) to the Civil Aeronauties Board; 

(7) to employees under the provisions of the Foreign Service Act 
of 1946 as amended; 

(k) to construction, International Boundary and Water Commis- 
sion, United States and Mexico; 

(1) to employees in grades CPC-1 and 2 

Provided further, That when the total number ay in a department 
subject to this section has been reduced to 90 per centum of the total provided 
for in the budget estimates for 1953, this section may cease to apply. 

And the Senate agree to the same. 


Amendment numbered 55: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 55, and agree to the same with an amendment 
as follows: 
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In lieu of the matter proposed by said amendment insert: 
Src. 605. (a) No appropriation or authorization contained in this 
Act shall be available to pay— 
(1) for personal services of personnel above basic rates; 
- for transportation of things (other than mail); or 
) for travel of employees, 
more sie 90 per centum of the amount which the budget estimates here- 
tofore submitted in connection with appropriation or authorization con- 
templated would be expended therefrom for such purposes, respectively; 
and the total amount of each appropriation, any part of which is avail- 
able for such purpose, is hereby reduced by an amount equal to 10 per 
centum of the amount requested in such budget estimates for such pur- 
pose less an amount representing the reduction, if any, between the 
amount requested for such purpose in the budget estimates and the 
amount appropriated herein for such purpose. 
(b) This section shall not apply to- 

(1) construction, International Boundary and Water Commis- 
sion, United States and Mexico. 

(2) the Foreign Service, Department of State. 

(3) the Department of Justice. 

(4) the Civil Aeronautics Administration. 

(5) the Cwil Aeronautics Board. 

(6) the operational personnel of the Coast and Geodetic Survey, 
the Bureau of Public Roads, the National Bureau of Standards, 
and the Weather Bureau. 

(7) the Field Office Service of the Bureau of Foreign and Domestic 
Commerce. 

(8) the Patent Office. 

(9) Bureau of the Census. 

(10) the Judiciary Branch. 

And the Senate agree to the same. 


Amendment numbered 56: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 56, and agree to the same with an amendment 
as follows: 

In line 3 of said amendment strike out “75” and insert in lieu 
thereof 87%; and the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 4, 13, 21, 23, 24, 43, ard 52 

Joun J. Rooney, 
Danret J. FLoop, 
Prince H. Preston, 
FreD MARSHALL, 
GroRGE Manon, 
CiLirr CLEVENGER, 

Managers on the Part cf the House. 
Pat McCarran 
KENNETH McKELLAR, 
ALLEN J. ELLENDER, 
THEODORE FRANCIS GREEN, 
StyLes BrinGeEs, 
LEVERETT SALTONSTALL, 
Homer FeErGuson, 

Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7289) making appropriations for the Departments 
of State, Justice, Commerce, and the Judiciary, for the fiscal year 
ending June 30, 1953, and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon and 
recommended in the accompanying conference report as to each of 
such amendments, namely: 


TitLeE I—DeEPARTMENT OF STATE 


Amendment No. 1——Salaries and expenses: Appropriates $76,000,000 
as proposed by the House instead of $72,936,907 as proposed by the 
Senate. 

Amendment No. 2—Acquisition of buildings abroad: Appropriates 
$6,500,000 instead of $7,500,000 as proposed by the House and 
$3,000,000 as proposed by the Senate. 

y Amendment No. 3—Contributions to international organizations: 
Appropriates $30,484,749 as proposed by the Senate instead of 
$27 923,163 as proposed by the House. 

Amendment No. 4—Contributions to international organizations: 
Reported in disagreement. 

Amendment No. 5—Missions to international organizations: Appro- 
priates $1,321,112 as proposed by the Senate instead of $1,400,000 as 
proposed by the House. 

Amendment No. 6—Jnternational contingencies: Appropriates 
$1,500,000 instead of $2,000,000 as proposed by the House and 
$1,000,000 as proposed by the Senate. 

Amendments Nos. 7 and 8—Jnternational Roundary and Water 
Commission, United States and Merico, construction: Provide that the 
Anzalduas Diversion Dam shall not be operated for irrigation or water 
supply purposes in the United States unless suitable arrangements 
have been made with the prospective water users for repayment to 
the Government of such portions of the costs of said dam as shall 
have been allocated to such purposes by the Secretary of State, as 
proposed by the Senate. 

Amendment No. 9—American Sections, International Commissions: 
Appropriates $505,344 as proposed by the Senate instead of $525,000 
as proposed by the House. 

Amendment No. 10—American sections, international commissions: 
Strikes out the provision of the Senate to make $45,000 available for 
American section, International Joint Commission. 

Amendment No. 11—Jnternational information and educational 
activities: Strikes out language of Senate to include television. 

Amendment No. 12—Jnternational information and educational 
activities: Appropriates $87,325,000 instead of $86,575,000 as pro- 
posed by the House and $88,556,516 as proposed by the Senate. 

Amendment No. 13—Jnternational information and educational 
activities: Reported in disagreement. 


5 











6 STATE, JUSTICE, COMMERCE, AND JUDICIARY APPROPRIATION, 1953 


Amendment No. 14—Jnternational information and educational 
activities: Strikes out the provision of the Senate stating that 
$7,967,958 shall be available for the exchange of persons. 

Amendment No. 15—General provisions—Department of State: 
Strikes out House language (sec. 111) as proposed by the Senate. 

Amendment No. 16—General provisions—Department of State, sec- 
tion 111: Inserts language proposed by the Senate. 

Amendment No. 17—General provisions—Department of State, 
section 112: Inserts language proposed by the Senate. 

Amendment No. 18—General provisions—Department of State, 
section 113: Inserts language proposed by the Senate. The conferees 
on the part of both Houses agree on Senate amendment No. 18 and 
it is the intention of the conferees that the wording of the amendment 
will not preclude the Department of State from observing the activi- 
ties of the International Materials Conference in the same manner 
and to the same extent that the United States might observe the 
activities of other international organizations to which the United 
States does not belong. 


TitLte II—DepartTMENT OF JUSTICE 
LEGAL ACTIVITIES AND GENERAL ADMINISTRATION 


Amendment No. 19—~Salaries and expenses, general legal activities: 
Appropriates $9,900,000 instead of $9,750,000 as proposed by the 
House and $10,030,000 as proposed by the Senate. 

Amendment No. 20—Salaries and expenses, United States attorneys 
and marshals: Appropriates $13,750,000 as proposed by the House 
instead of $13,850,000 as proposed by the Senate. 


FEDERAL BUREAU OF INVESTIGATION 


Amendment No. 21—Selaries and erpenses: Reported in disagree- 
ment. 
FEDERAL PRISON SYSTEM 


Amendment No. 22—Buildings and facilities: Appropriates $824,- 
000 as proposed by the Senate instead of $740,000 as proposed by 
the House. 

Amendment No. 23—Buildings and facilities: Reported in disagree- 
ment. 

GENERAL PROVISIONS—DEPARTMENT OF JUSTICE 


Amendment No. 24—~Sectien 208: Reported in disagreement. 


Titte ITI]—DerpartMEentT oF COMMERCE 
OFFICE OF THE SECRETARY 


Amendment No. 25—Salaries and erpenses: Appropriates $1,877,000 
instead of $1,850,000 as proposed by the House and $1,904,000 as 
proposed by the Senate. 

Amendment No. 26—Technical and scientific services: Appropriates 
$264,500 instead of $270,600 as proposed by the House and $259,000 
as proposed by the Senate. 
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BUREAU OF THE CENSUS 


Amendment No. 27—Salaries and expenses, Bureau of the Census: 
Appropriates $6,810,935 instead of $6,975,000 as proposed by the 
House and $6,410,935 as proposed by the Senate. 

Amendment No. 28—Seventeenth decennial census: Appropriates 
$1,700,000 instead of $1,750,000 as proposed by the House and 
$1,650,005 as proposed by the Senate. 
> Amendment No. 29—Censuses of business, transportation, manu- 





factures and mineral industries: Appropriates $1,390,300 instead of 


$1,450,000 as proposed by the House and $1,330,617 as proposed by 
the Senate. 

Amendment No. 30—Census of agriculture: Appropriates $120,700 
instead of $125,000 as proposed by the House and $116,382 as proposed 
by the Senate. 

Amendment No. 31—Census of governments: Strikes out the pro- 
posal of the Senate to appropriate $806,841 for census of governments. 


CIVIL AERONAUTICS ADMINISTRATION 


Amendment No. 32—Salaries and expenses: Appropriates 
$105,594,000 as proposed by the Senate instead of $106,470,000 as 
proposed by the House. 

Amendment No. 33—Establishment of air-navigation facilities: 
Appropriates $11,091,499 as proposed by the Senate instead of 
$13,091,499 as proposed by the House. 

Amendment No. 34—Technical development and evaluation: Appro- 
priates $1,162,972 as proposed by the Senate instead of $1,225,000 as 
proposed by the House. 

Amendment No. 35—Federal-aid airport program, Federal Airport 
Act: Appropriates $19,821,154 as proposed by the Senate instead of 
$20,000,000 as proposed by the House. 

Amendments Nos. 36 and 37—VFederal-aid airport program, Federal 
Airport Act: Provide that $2,571,154 shall be available for necessary 
planning, research, and administrative expenses as proposed by the 
Senate instead of $2,750,000 as proposed by the House. 

Amendment No. 38—Maintenance and operation of public airports, 
Territory of Alaska: Appropriates $433,594 as proposed by the 
Senate instead of $435,000 as proposed by the House. 

Amendment No. 39—Transport aircraft development: Strikes out the 
proposal of the Senate to appropriate $1,383,074. 





BUREAU OF FOREIGN AND DOMESTIC COMMERCE 


Amendment No. 40—Departmental salaries and expenses: Appro- 
priates $2,792,932 as proposed by the Senate instead of $2,900,000 as 
proposed by the House. 

Amendment No. 41—Field office service: Appropriates $1,965,000 
as proposed by the Senate instead of $1,925,000 as proposed by the 
House. 

Amendment No. 42—Export control: Appropriates $5,750,000 as 
preg by the House instead of $5,504,300 as proposed by the 

enate. 
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NATIONAL BUREAU OF STANDARDS 


Amendment No. 43—Operation and administration: Reported in 
disagreement. 

Amendment No. 44—Operation and administration: Appropriates 
$1,351,000 as proposed by the Senate instead of $1,140,000 as proposed 
by the House. 

Amendment No. 45—Fesearch and testing: Appropriates $4,000,000 
as proposed by the House instead of $4,156,000 as proposed by the 
Senate. 

Amendment No. 46—Radio propagation and standards: Appro- 
priates $2,750,000 as proposed by the House instead of $2,910,000 
as proposed by the Senate. 


WEATHER BUREAU 


Amendment No. 47—Salaries and expenses: Appropriates $27 ,250,- 
000 instead of $27,000,000 as proposed by the House and $27,500,000 
as proposed by the Senate. 


TirLe 1V—Tue Jupiciary 
OTHER COURTS AND SERVICES 


Amendment No. 48—Salaries of clerks of courts: Appropriates 
$4,991,850 instead of $4,900,000 as proposed by the House and 
$5,042,850 as proposed by the Senate. 

Amendment No. 49—Probation system: Appropriates $2,420,000 as 
proposed by the House instead of $2,445,500 as proposed by the 
Senate. 

Amendment No. 50—Miscellaneous salaries: Appropriates $2,900,- 
000 as proposed by the House instead of $2,955,500 as proposed by the 
Senate. 

Amendment No. 51—Miscellaneous expenses: Appropriates $837 ,200 
as proposed by the House instead of $855,200 as proposed by the 
Senate. 

GENERAL PROVISIONS—THE JUDICIARY 


Amendment No. 52—~Section 404: Reported in disagreement. 
Tirte VI—GeENERAL PROVISIONS 


Amendments Nos. 53 and 54—Section 604: Restore the provision 
of the House with certain amendments, and strike out substitute 
provision proposed by the Senate. 

Amendment No. 55—Section 605: Inserts provision of the Senate 
with certain amendments. 

Amendment No. 56—WSection 606: Inserts language as proposed by 
the Senate with an amendment proposed by the House. 


JoHN J. Rooney, 

Danie. J. FLoop, 

Prince H. Preston, 

Frep MARSHALL, 

Grorce Manon, 

Cuiirr CLEVENGER, 
Managers on the Part of the House. 
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Mr. Bryson, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 3589] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 3589) to 
amend title 17 of the United States Code entitled ‘“Copyrights” with 
respect to recording and performing rights in literary works, having 
met, after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 1 and 2. 

That the House recede from its disagreement to the amendment of 
the Senate numbered 3 and agree to the same. 


JosepH R. Bryson, 

Rosert L. Ramsay, 

SHEPARD J. CRUMPACKER, 
Managers on the Part of the House. 


Wiis Sira, 
ALEXANDER WILEY, 
Hoursert R. O’Conor, 
James QO. East.anp, 
Homer Frrcuson, 
Managers on the Part of the Senate, 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendments of the Senate to 
the bill (H. R. 3589) to amend title 17 of the United States Code 
entitled ‘“Copyrights” with respect to recording and performing rights 
in literary works, submit the following statement in explanation of the 
effect of the action agreed upon by the conferees and recommended in 
the accompanying conference report: 

The bill (H. R. 3589) as it passed the House, limited the coverage of 
performing and recording rights in nondramatic literary works to those 
made “for profit.” The purpose of this limitation was to avoid a 
holding of infringement by “‘a teacher reading excerpts from a copy- 
righted school book in a schoolroom, a minister reading from text in 
a church, or a speaker at a civic meeting.’”” Amendments Nos. 1 and 2 
of the bill (H. R. 3589) as it passed the Senate inserted the word 

“pecuniary” after the word “for” and before the word “‘profit’’ to ensure 
that the quotation of a portion of a copyrighted poem or literary work 
or a speech for which no monetary compensation was received would 
not be deemed an infringement. This result appeared desirable to 
the House and was intended to be included in the bill passed by the 
House by means of the words “for profit.” 

The conferees believe that the objective of the first and second 
Senate amendments is obtained without the addition of the word 
“pecuniary” and that the addition of such word may create uncer- 
tainties in the law. The concept of “public performance for profit”’ 
has been in the copyright law since 1909 and the courts have construed 
the phrase to mean a material, tangible, commercial profit. The 
inclusion of the word “pecuniary ” might cast doubt upon the phrase 
“public performance for profit” appearing elsewhere in the law. The 
use of different language to achieve the same result in the same law 
appears to be undesirable. 

Accordingly, the conferees have agreed to strike out the Senate 
amendments Nos. 1 and 2 with the understanding that the word 
‘‘profit’”’ as used in the bill refers only to a pecuniary remuneration. 

Senate amendment No. 3 was passed to permit a record company 
to dispose of certain inventory that would otherwise be covered by the 
bill. Although a record company would not have had to pay a 
royalty on records manufactured or sold prior to the effective date of 
the bill, a royalty would have been payable for records manufactured 
or sold after the date of enactment. As record companies have large 
investments in original or master recordings, they might find them- 
selves in the position of having made a large investment and, if they 
could not obtain a license at a reasonable rate, be unable to make and 
sell records after the enactment of the bill. To reduce the possibility 
of loss from such a contingency, the conferees have agreed to accept 
the Senate amendment No. 3, which moves the effective date of the 
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bill up to January 1, 1953, and, accordingly, will exclude from coverage 
of the bill works manufactured or sold prior to January 1, 1953. 

The managers on the part of the House believe that the legislation 
herewith presented to the House should be approved and accordingly 
they recommend the approval of the instant conference report. 

JosEPH R. Bryson, 

Ropert L. Ramsay, 

SHEPARD J. CRUMPACKER, 
Managers on the Part of the House. 
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JUL 15 1952 
. ol ; Juny 4, 1952.—Ordered to be printed 
LAW LIBRARY 


Mr. Murray, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany S. 2968] 


* The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 2968) to amend 
section 8 of the Civil Service Retirement Act of May 29, 1930, as 
amended, having met, after full and free conference, have agreed 
fe recommend and do recommend to their respective Houses as fol- 
ows: . 

That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the House amendment 
insert the following: That section 8 of the Civil Service Retirement 
Act of May 29, 1930, as amended (5 U. S. C. 786c), is amended by 
adding at the end thereof the following: 

““(e) (1) The annuity of any retired employee or of any survivor of a 
deceased or retired employee who, before the date of enactment of this 
amendment, was receiving or entitled to receive an annuity from the civil- 
service retirement and disability fund, shall be increased, effective on the 
first day of the second month following enactment of this amendment, by 
$36 for each full six-month period elapsed between the commencing date of 
annuity and October 1, 1952: Provided, That such increase in annuity 
shall not exceed the lesser of $324 or 25 per centum of the present annuity: 
Provided further, That no annuity shall be increased to an amount in 
excess of $2,160 by reason of the enactment of this amendment: And pro- 
vided further, That the increases to retired employees provided by this 
subsection shall not operate to increase the annuities of their survivors. 

“(2) The increases in annuity provided by this subsection shall be 
paid from the civil-service retirement and disability fund, and shall ter- 
minate, without subsequent resumption, on June 30, 1955, or on an 
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earlier date under any one of the following conditions, whichever may 
first occur: 

**(A) At the. end of the second month following the third con- 
secutive month for which the Consumers’ Price Index of the Bureau 
of Labor Statistics is less than 169.9, the index for the month of 
April 1948. In the event that the Bureau of Labor Statistics revises 
the basis of calculating the Consumers’ Price Index, it shall im- 
mediately furnish to the Commission a conversion factor designed 
to adjust to the new basis the index figure of 169.9 described herein, 
and such adjusted index shall be used for the purposes of this sub- 
section. ~ 

“(B) On June 30, 1954, unless an appropriation is made to the 
civil-service retirement and disability fund in the applicable annual 
appropriation Act, for the fiscal year 1955, or in any prior appro- 
priation Act, for the specific purpose of compensating said fund 
for the cost, as:determined by the Commission, of increases provided 
by this subsection during the fiscal years 1954 and 1956.”’ 

Sec. 2. (a) There is hereby created a body to be known as the Com- 
mittee on Retirement Policy for Federal Personnel, which shall be 
eomposed of a-chairman appointed by the President and, ex officio, the 
Secretary of the Treasury, the Secretary of Defense, the Chairman of the 
Board of Governors of the Federal Reserve System, the Director of the 
Bureau of the Budget, and the Chairman of the Civil Service Commission. 

(6) The Committee shall make a comparative study of all retirement 
systems for all Federal personnel and report to the Congress not later than 
December 31, 1958. Its report, including findings and recommendations, 
shall include the following: 

(1) the types and amounts of retirement and other related benefits 
provided to Federal personnel, including their role in the compensa- 
tion system as a whole; 

(2) the necessity for special benefit provisions for selected em- 
ployee groups, including overseas personnel and employees in 
hazardous occupations; 

(3) the relationships of these retirement systems to one another, 
to the Federal employees’ compensation system, and to such general 
systems as old-age and survivors insurance; and 

(4) the current financial status of the several systems, the most 
desirable methods of cost determination and funding, the division of 
costs between the Government and the members of the systems, and the 
policies that should be followed in meeting the Government’s portion 
of the cust of the various systems. 

(c) The Chairman of said Committee, under such rules and regulations 
as the President may prescribe, is authorized to procure services pursuant 
to section 15 of the Act of August 2, 1946 (6 U.S. C. 55a), and subject to 
the civil-service laws and the Classification Act of 1949, as amended, to 
appoint and fix the compensation of such attorneys and other personnel 
as may be necessory to carry out the provisions of this section. There are 
hereby authorized to be appropriated to the President such sums as may be 
necessary to carry out the provisions of this section. 

Sec. 3. Section 18 of the Civil Service Retirement Act of May 29, 1980, 
as amended (5 U.S. C’. 716), is amended by adding at the end thereof the 
following paragraph: 

“Any person entitled to annuity from the civil-service retirement and 
disability fund may decline to accept oll or any part of such annuity by a 
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waiver signed and filed with the Commission. Such waiver moy be revoked 
in writing at any time, but no payment of the annuity waived shall be made 
covering the period during which such waiver was in effect.”’ 
And the House agree to the same. 
‘Tom Murray, 
Georce P. MILuER, 
Epwarp H. Ress, 
Managers on the Part of the House. 


Ourn D. Joxnnsrton, 
JouN O. Pastore, 
GEORGE SMATHERS, 
Wriii1am LANGER, 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 2968) to amend section 8 of the Civil Service Retirement 
Act of May 29, 1930, as amended, submit the following statement in 
explanation of the effect of the action agreed upon by the conferees 
and recommended in the accompanying conference report: 

The House amendment strikes out all of the Senate bill after the 
enacting clause. The committee of conference recommends that the 
Senate recede from its disagreement to the amendment of the House, 
with an amendment which is a substitute for both the Senate bill and 
the House amendment, and that the House agree to the same. 

Except for the differences noted in the following statement, and 
except for technical and clarifying drafting changes, the conference 
substitute is the same as the House amendment. 

The first section of the Senate bill added to section 8 of the Civil 
Service Retirement Act of May 29, 1930, as amended, a new subsec- 
tion (c) which provided for increases in annuities of retired employees. 
The House amendment granted the same increases to retired em- 
ployees and, in addition, granted such increases to survivors now 
receiving or entitled to receive annuities. The Senate bill did not 
limit the aggregate annuity which might be received by reason of any 
increase granted in such subsection. The House amendment provided 
that no such aggregate annuity shall be in excess of $2,000. Under 
the conference substitute, no such aggregate annuity shall exceed 
$2,160. 

The conference substitute adds to paragraph (1) of such subsection 
(c) a proviso which makes it clear that the increases granted by such 
paragraph (1) shall not apply to future annuities of survivors of 
retired employees who receive increases under such paragraph (1). 
This proviso was contained in the Senate bill. 

Paragraph (2) of the new subsection (c) as contained in the House 
amendment provided for termination of the annuity increases on 
June 30, 1955, or for termination on an earlier date if certain con- 
ditions occurred. 

Under subparagraph (B) of such paragraph (2) the annuity 
increases would terminate on June 30, 1953, unless an appropriation 
were made to the civil-service retirement and disability fund in 
order to finance the increases payable during the fiscal years 1953 
and 1954. Under subparagraph (C) of such paragraph (2) the annuity 
increases would terminate on June 30, 1954, unless a corresponding 
appropriation were made to finance such increases for the fiscal year 
1955. 

Under the conference agreement these subparagraphs were com- 
bined and modified so as to provide for termination of the annuity 
increases on June 30, 1954, unless an appropriation is made to finance 
the increases payable during the fiscal years 1954 and 1955. 
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Section 2 of the House amendment created a Committee on Retire- 
ment Policy for Federal Personnel, to be composed of five members, 
which was to make & comparative study of all retirement systems for 
all Federal personnel and submit a report to the Congress not later 
than December 31, 1953. Section 2 of the conference substitute 
contains provisions identical to those of the House amendment with 
respect to such committee, except that the membership of the com- 
mittee is increased to include the Secretary of Defense. 


Tom Morray, 

Grorce P. MIuer, 

Epwarp H. Ress, 
Managers on the Part of the House. 
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JUL 1 ) 195? Juxiy 5, 1952,—Ordered to be printed 


Mr. Vinson, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 
[To accompany H. R. 8120] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill CH. R. 8120) to 
authorize certain construction at military and naval installations, and 
for other purposes, having met after full and free conference, have 
agreed to recommend and do recommend to their respective Houses 
as follows: 

That the Senate recede from its amendments numbered 12, 14, 21, 
22, 24%, 36, 57, 68, 87, 93, 96, 98, 100, 111, 112, 119, 125, 127, 134, 135 
137, 138, 141, 147, 148, 149, 151, 152, 154, 155, 158, 161, 162, 16 
171, 172, 176, 177, 191, 196, 200, and 201. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 2, 3, 4, 5, 6, 8, 9, 10, 11, 13, 15, 16, 17, 18, 19, 
23, 24, me 26, 27, 28, ae 35, 37, 38, 39, 40, 41, 42, 44, 45, 46, 47, 48, 49, 
50, 51, 52, 53, 84: , 56, 58, 59, 60, 61, 62 on 64, 65, 66, 67, 69, 70, 
71, 72, 73, 74, 75, 76. 77, 78, 79, 80, 81, 32" 8 83, 84, 85, 86, 88, 89, 90, 
91, 92, 94, 95, 97, 99, 101, 102, 103, 104, 105, 106, 107, 108, 109, 110, 
113, 114, 115, 116, 117, 118, 120, 121, 122, 123, 124, 126, 128, 129, 
130, 131, 132, 133, 136, 139, 140, 142, 143, 144, 145, 146, 150, 153, 
156, 157, 159, 160, 163, 164, 165, 166, 167, 168, 170, 173, 174, 175, 
178, 179, 180, 181, 182, 183, 184, 185, 186, 187, 188, 189, 190, 192, 
193, 194, 195, 197, 198, 199, 202, 203, 204, 205, 206, 207, 208, 209, 
210, 211, 212, 213, 214, 215, 216, 217, 218, 219, 220, 221, 222, 223, 
224, 225, 226, 227, 229, 233, 235, 236, 237, 238, 239, 241, and 242 and 
agree to the same. 
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Amendment numbered 1: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 


ment insert the following: Covered storage and community; and the 
Senate agree to the same. 


Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: Operational, maintenance, and training; and 
the Senate agree to the same. 


Amendment numbered 20: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 20, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: Fort Jackson, South Carolina: Administra- 
tive facility and utilities, $182,000. 

And the Senate agree to the same. 


Amendment numbered 30: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 30, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: Training building, open storage,; and the 
Senate agree to the same. 


Amendment numbered 31: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $1,286,000.; and the Senate agree to the 
same. 


Amendment numbered 33: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: Troop support facilities and rehabilitation, 
$1,980,000.; and the Senate agree to the same. 
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Amendment numbered 34: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 34, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

Fort Benjamin Harrison, Indiana: Administrative facility and train- 
ing building, $5,000,000. 

And the Senate agree to the same. 


Amendment numbered 43: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 43, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 


ment insert the following: Training buildings and facilities research; 
and the Senate agree to the same. 


Amendment numbered 228: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 228, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $124,420,800; and the Senate agree to the 
same. 


Amendment numbered 230: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 230, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $328,047 ,800; and the Senate agree to the 
same. 


Amendment numbered 231: ‘ 


That the House recede from its disagreement to the amendment of 
the Senate numbered 231, and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $328,047,800; and the Senate agree to the 
same. 


Amendment numbered 232: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 232, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $138,183,000; and the Senate agree to the 
same. 
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Amendment numbered 234: 





That the House recede from its disagreement to the amendment of 
the Senate numbered 234, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $256,875,000; and the Senate agree to the 
same. 

Amendment numbered 240: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 240, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

Sec. 407. In the case of any public work authorized to be established 
or developed under the authority of section 102, 202, or 302 of this Aet, 
the Secretary of the military department authorized to establish or develop 
such public work, or his designee, shall come into agreement with the 
Committee on Armed Services of the Senate and of the House of Re pre- 
sentatives with respect to the cost of construction of such public work, 
including those real-estate actions pertaining thereto. 
and the Senate agree to the same. 


Carb. VINSON, 

Overton Brooks, 

Cart T. DurHam, 

Dewry Suort, 

Lesiin C, ARENDS, 
Managers on the Part of the House. 

Russett B. Lona, 

JOHN C, STENNIS, 

Wayne Morss, 
Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUS! 

The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 8120) to authorize certain construction at military 
and naval installations, and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon by 
the conferees and recommended in the accompanying conference 
report: 


LEGISLATION IN CONFERENCE 


On June 12, 1952, the House passed H. R. 8120, the fiseal 1953 
military public works bill, containing a total authorization of $2,758,- 
318,000. On July 3, 1952, the Senate passed H. R. 8120. The con- 
ferees agreed on a bill with a total authorization of $2,398,282,800, 
a decrease of $360,035,200. 


SENATE AMENDMENTS TO THE BILL 


The Senate amendments to the b'll are for the most part reductions 

the amounts for the specific items. In virtually every case these 
reductions reflect certain formulas with r spect to unit prices, such 
as the square- -foot cost for warehouses, the square-yt ard cost for 
airfield pavements, and other unit costs appropriate to the particular 
item of construction. These unit prices were in every instance 
lower than those estimated by the military departments; they were, 
however, based on technical advice 

The belief that the unit costs estimated by the military departments 
are too high is founded almost entirely upon the basis that the par- 
ticular structures ere too expensively designed in the first instance, 
It is the view of the conferees that the original design of these struc- 
tures should be conformed to the unit prices agreed upon by the 
conferees. It was agreed that there should be a limitation of $1,700 
per man for permanent-barracks construction and a limitation of 
$1,400 per man for 10-vear-barracks construction. Bachelor officers’ 
quarters are limited to $5,000 per unit and warehouses to $6 per square 
foot. 

Other amendments made by the Senate involved the deletion of 
troop housing, the deletion of a few other particular construction 
items within a project, and, in a few instances, the deletion of in- 
dividual projects in their entirety. 

Particular note is made of the item involving Fort Benjamin 
Harrison, Ind. This item provided for “Administrative facility and 
training building, $7,600,000." The Senate deleted this item in its 
entirety but receded from its position except with respect to the 
amount of money, concerning which the conferees agreed that 
$5,000,000 would ‘be sufficient for the construction of this facility, 
and that this amount should not be considered merely as an increment 
but as the complete cost of the proposed facility. 
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In order that proper control and surveillance can be maintained 
over the classified construction and land acquisition which are the 
subject of sections 102, 202, and 302, the Senate inserted a new sec- 
tion 407 which will require the Secretary of the military department 
authorized to establish or develop a public work contemplated by 
one of the sections to come into agreement with the Committees on 
Armed Services of the Senate and of the House of Representatives 
with respect to the cost of such construction and with respect to the 
real-estate actions pertaining thereto. This amendment was agreed 
to by the conferees. 

The conferees also agreed that the Secretary of Defense should 
maintain direct surveillance over the planning and construction by 
the military departments on all public works projects, such surveil- 
lance to be maintained through a civilian official of the Department 
of Defense to be known as the Director of Installations. The Sen- 
ate, therefore, inserted a new section 408 establishing a Director 
of Installations, who shall make such reports directly to the Secretary 
of Defense with respect to public-works projects under construction 
by the military departments as he may deem necessary to keep the 
Secretary of Defense currently and fully informed with respect 
thereto. This amendment was agreed to by the conferees. 

The Senate, by amendment, made provision for the contract aspects 
of public works by the insertion of a new section 409 reading as follows: 

Sec. 409. Whenever 

a) the President determines that compliance with the requirements of 
Public Law 245, Fighty-second Congress, in the case of contracts made pur- 
suant to this Act with respect to the establishment or development of military 
installations and facilities in foreign countries would interfere with the carry 
ing out of the provisions of this Aet; and 
b) the Secretary of Defense and the Comptroller General have agreed 
upon alternative methods for conducting an adequate audit of such contracts, 
the President is authorized to exempt such contracts from the requirements of 
Public Law 245, Fighty-second Congress. 

Aside from the new sections referred to immediately above, the total 
effect of the conference action, with certain exceptions, was the 
acceptance by the Senate conferees of the language of the bill as passed 
by the House and the acceptance by the House conferees of the money 
figures of the Senate Armed Services Committee. 


CarL VINSON, 

Overton Brooks, 

Cart T. DurHam, 

DewWeEY SuHorrt, 

Lestige C. ARENDs, 
Managers on the Part of the House. 
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LETTER OF TRANSMITTAL 


House oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington 25, D. C., July 4, 1952. 
The honorable the SPEAKER, 
House of Representatives, Washington, D. C. 

My Dear Mr. Speaker: I have the honor to present a report and 
résumé of the work performed under House Resolution 38 and House 
Resolutions 114 and 557, appropriating moneys therefor. 

Respectfully, 
Cari Vinson, Chairman. 
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Jury 5, 1952.—Ordered to be printed 


Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


REPORT 


{Pursuant to H. Res. 38, H. Res. 114, and H. Res. 55 


Report oN House RESOLUTION 38 


On February 2, 1951, the House passed House Resolution 38 
authorizing and directing this committee to conduct studies and 
investigations relating to matters within the jurisdiction of the 
committee, and it authorized the use of subpenas when required. 

The resolution directed a report to the House, during the present 
session, of the studies and investigations made, together with any 
recommendations for legislation. A number of reports on specific 
subjects have been issued. A new and important law has been placed 
on the statute books (Public Law 436) setting up a cataloging and 
standardization agency for the Military Establishment. This law 
carries out a congressional mandate of many years standing that the 
Military Establishment should have a single identification number, 
a single item description, and a single catalog for use in its supplies 
systems. 

The opinions expressed on the subject of a single catalog for the 
Military Establishment all estimate the savings in multi-million- 
dollar figures. The services themselves admit that the savings will 
range from substantial to astronomical. The Hoover Commission, 
considering a budget half the size of the present budget, estimated a 
saving of $2% billion. There is testimony in the record that this act, 
properly implemented, will result in net savings in excess of $4 billion. 

It is one of the most significant contributions and has the most far- 
reaching consequences of any single piece of legislation that has been 
enacted within the jurisdiction of this committee, during the present 
Congress. 
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In exercising the authority conferred in House Resolution 38, 
emphasis has been placed on a constructive approach to problems 
presented. The work has been carried on with a view to being helpful 
to the Military Establishment in carrying out its many public duties. 
On several occasions it has been stated that the program of work under 
this resolution was wholly objective; and was “‘preventative rather 
than punitive in purpose.” We have concerned ourselves only with 
policies and problems, not with personalities. We believe that many 
of the results have been extremely fruitful and helpful to the Military 
Establishment and profitable for the public. 

During the Eighty-second Congress, this function of the Armed 
Services Committee and the subcommittees formed for carrying out 
these investigations and studies was utilized with confidence by the 
membership of the Congress. Many Members have resorted to us. 
Many inquiries, complaints, and suggestions from the membership 
have been handled directly with the individual Members. Many 
more have resulted in reports which have been published where it was 
felt that the information contained in these reports and the conclusions 
of the committee could be profitably circulated for future guidance. 


SUBCOMMITTEE WORK 


Luxury apartment rentals in Washington, D. C. 


A subcommittee consisting of Mr. Clemente as chairman and Mr. 
Bates was appointed to study a proposal of the Defense Department 
to lease two luxury apartments in the District of Columbia. A 
thorough study by the subcommittee concluded two points: (1) That 
the need for the acquisition of this type of space was not developed 
and that the functions could adequately be accomplished by adjust- 
ments within the Military Establishment; (2) that the acquisition of 
this type of space was expensive and neither efficient nor economical. 

The total annual savings in the rentals of these two apartments 
which the Defense Department proposed to acquire amounted to 
$720,000 annually, to say nothing of the obligation which would have 
been incurred to restore the property for civilian use upon the expira- 
tion of tenture, which is usually estimated at from $3 to $5 per 
square foot of usable space. In this case, that would run between 
$750,000 and $1,000,000. 

Additionally, the committee recommended that a lease which was 
authorized for the Civil Defense Agency, which did not have any 

space within the District of Columbia, be submitted to a condemna- 

tion jury. The subcommittee felt that the figures agreed upon by the 
General Services Administration and the owner did not represent the 
true rental value of the property. After a trial in the District of 
Columbia, the rental was reduced annually $57,300. 

Another real result has been that there has been no further attempt 
to solve the problem of housing by resort to this type of property. 


Waste at Sampson Air Force Base 

In March and April of 1951 the country was shocked with news of 
extravagance and waste in the rehabilitation of Sampson Air Force 
Base at Geneva, N. Y. A subcommittee was appointed, consisting of 
Mr. Clemente, of New York, as chairman and Mr. Van Zandt, of 
Pennsylvania. An extensive study of the contracting involved was 
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made. While the subcommittee found that there had been large and 
excessive payments made to workmen, these payments were the result 
of extra time for labor employed by reason of improper planning and 
scheduling of the work, as well as the use of the wrong type of con- 
tract. It was found that the Air Force was wholly responsible for the 
extravagance which it set in motion by permitting recruits to be accu- 
mulated with no advance provision for housing them. It was found 
that this contract originally could have been performed for something 
like $2,600,000 on a realistic time schedule but that the costs ran ne arly 
twice that because the work was compressed within a 30-day period. 

It made several other suggestions concerning the administration of 
the New York, engineer office, particularly in reference to the type of 
contracts to be employed in matters of this charac ter, the responsi- 
bility to be assumed by a district engineer, and, finally, improvement 
in the listing and selection of contractors chosen to caikens work of 
this character. All have been adopted. 


INVESTIGATIONS OF CAMPS, POSTS, AND STATIONS, CHANUTE AIR FORCE 
BASE, RANTOUL, ILL.; CAMP GORDON, AUGUSTA, GA.}; FORT JACKSON, 
8. C.; FORT LEONARD WOOD, MO. 


Chanute Air Force Base 


A special subcommittee under the chairmanship of Hon. L. Gary 
Clemente (Democrat, New York) investigated complaints filed with 
respect to conditions at this base te nding to lower the morale of the 
troops and of certain unorthodox practices concerning the selection 
of contractors to be located on the base. 

Hearings held by the special subcommittee at the Air Force base 
revealed that there was a lack of recreational facilities on the base 
which caused some dissension among the airmen. Because of this 
condition, in the past it had been found profitable for the VFW to 
bring carnivals to the town of Rantoul for money-raising purposes. 
The commanding general of Chanute in a desire to see that no harm 
came to any of the young airmen stationed on the base (18 years old), 
suggested that the men use discretion in frequenting the carnival. 
As a result of his suggestion, a misunderstanding arose, and it was re- 
ported that he had ordered the show “off limits.”’ 

Without the patronage of the men from the base, the revenues 
dropped. This loss caused the local chapter of the VFW to publicly 
denounce the attitude of the commanding general. As a result of the 
denunciations, the State of Illinois Department of the VFW adopted 
a resolution and mailed copies of it to the United States Senators from 
Illinois and to each Member of Congress from that State, calling unon 
them to 
take immediate steps toward initiating an official investigation of Chanute Field 
toward the end that the morale of the personnel there be restored to the high 
plane desired of our Military Establishment in time of national emergency. 

Another matter on which testimony was heard related to the prac- 
tice of installing business firms in the concessions on the base without 
soliciting bids to determine the highest most-qualified responsible 
bidder. 

Still another matter receiving the attention of the subcommittee 
dealt with the programs adopted by the officers’ club and the NCO 
club in obtaining members. The subcommittee was advised that an 
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officer could not resign from these clubs without submitting a resig- 
nation through channels and having it approved by the commanding 
general of the base. Similarly, the NCO’s had to follow a like mili- 
taristic procedure. 

Conclusions.—The subcommittee recommended that in the future 
conduct of business on the base the post exchange officer solicit bids 
from all qualified responsible suppliers before awarding contracts for 
conducting concessions on this base. 

The subcommittee also recommended that additional recreational 
facilities be made available in view of the large number of men sched- 
uled to receive training at this base. The subcommittee suggested 
that» the officers’ club and the NCO club should adopt a program 
designed to attract members rather than depend upon an embarrass- 
ing militaristic procedure respecting resignations to maintain mem- 
bership in the associations. The subcommittee also recommended 
that greater vigilance be exercised by the wing inspector general 
because it was felt that many of the conditions found by the subcom- 
mittee could have been discovered and corrected by the Air Force. 


Camp Gordon 


A special subcommittee under the chairmanship of Hon. Arthur 
Winstead (Democrat, Mississippi) investigated the conditions at 
Camp Gordon, Augusta, Ga. The inquiry covered the recreational 
facilities, the housing conditions (on the post as well as those in the 
surrounding areas), food, clothing, hospital facilities, training, and 
troop morale. 

The subcommittee recommended that the camp be painted imme- 
diately and that recreational facilities be expanded in order to main- 
tain the high morale of the troops. The subcommittee also reeom- 
mended that the hospital facilities at Camp Gordon be integrated with 
those facilities on Fort Jackson in order to relieve any shortages in 
the Third Army area. 

Fort Jackson 


A special subcommittee under the chairmanship of Hon. Arthur 
Winstead (Democrat, Mississippi) conducted an inspection of Fort 
Jackson and examined into the housing facilities, the recreational 
facilities, food, clothing, training, and troop morale, in addition to 
medical supplies in the hospital. 

The subcommittee found that the Quartermaster General should 
be required to immediately take steps to relieve the shortages in 
clothing and equipment. Furthermore, the subcommittee suggested 
that the Veterans’ Bureau be moved from the hospital area in order 
that the hospital facilities could be expanded to take care of the 
increase in the number of patients. Further action to relieve the 
shortage of hospital beds should be taken by utilizing the spaces 
available at Camp Gordon, Augusta, Ga. 


Fort Leonard Wood 


A special subcommittee under the chairmanship of Mr. Clemente, 
of New York, and Mr. Bates, of Massachusetts, proceeded to Fort 
Leonard Wood, Mo., and held hearings on reports concerning de- 
plorable housing conditions in the immediate vicinity of the post in 
which the families of the officers and men were required to live. 
Fort Leonard Wood is not a permanent installation and therefore 
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Wherry housing units could not be constructed on the post to alleviate 
the critical housing shortage. 

As a result of the great shortage of housing in the area local citizens 
took steps to convert every structure into furnished living quarters. 
Tourist cabins without toilet facilities, garages with a mimimum of 
water and heat, schoolhouses, barns, and ice-cream parlors were con- 
verted into housing quarters for the soldiers and their wives. One 
officer testified that he and his family rented one large room and one 
small room and shared a bath with another couple in the house, paying 
$70 a month. He stated, “We cook on a hot plate and have no re- 
frigeration.”” A sergeant testified that he and his wife rented two 
single-room tourist cabins for $60 a month with well water available. 
The unconscionable rent gouging in the area surrounding Fort Leonard 
Wood brought into sharp focus the inadequacies of the old rent law. 
A survey of the housing units occupied by military personnel in that 
area showed that more than 40 percent of the units were exempt from 
controls. 

On the brighter side of the picture, the subcommittee found that the 
local rent office had brought relief to many of the gouged tenants who 
were fortunate enough to live in units which were controlled. In 88 
cases alone rents were reduced an average of 40 percent. 

The subcommittee worked closely with the Office of Rent Stabiliza- 
tion and other housing authorities who were responsible for obtaining 
relief for the servicemen and their families. Later Congress enacted 
Public Law 96 of the Eighty-second Congress, which made provision 
for establishing rent ceilings on any housing accommodations whether 
ever controlled or decontrolled. This means that all of the motor 
and trailer courts, converted homes, hotels, and other housiag aecom- 
modations previously exempted were brought wider control of the 
Office of Rent Stabilization. Additional relief was inade possible 
under Public Law 139 of the Eighty-second Congress, which author- 
ized the President to suspend credit restrictions with respect to 
certain types of housing units being constructed in critical areas by 
private enterprise. 


INVESTIGATION OF AIR FORCE PLANE CRASH AT MORNINGSIDE, MD. 


The subcommittee under the chairmanship of Hon. Lansdale G. 
Sasscer conducted open hearings on April 18, 1951, to inquire into 
all of the phases and circumstances surrounding the crash of the 
B-25 airplane at Morningside, Md., on Sunday, April 8, 1951, which 
caused the immediate death of three persons and seriously injured 
several others. The purpose of this investigation was not to try 
anyone, but to ascertain the causes and prevent as far as possible 
similar occurrences at Andrews Air Force Base and other bases 
located in thickly populated areas. 

The evidence developed the inescapable conclusion that the crash 
at Morningside, Md., could have been prevented. The aircraft 
was not in such a state of emergency that the pilot had to abandon it 
over Andrews Field. He should have flown the plane out of the thickly 
settled area before bailing out. However, responsibility for the 
tragedy was not confined to the pilot. Testimony indicated that 
all echelons of the command must be accountable for the crash. 


H. Rept. 2489, 82-2 2 
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The maintenance and supply group permitted this aircraft to be 
flown continuously and regularly in spite of its long history of hydraulic 
trouble. The operations officers who were in constant touch with 
this aircraft by radio during the 4} hours it was in the air at no time 
directed the pilot to take the plane out of this area before abandoning 
it. Furthermore, responsibility rested upon the headquarters com- 
mand for the issuance of proper regulations directing the flight of 
aircraft under emergency conditions. 

United States Air Force regulations which permit the pilot to 
abandon his aircrait with the motors delivering power on his own judg- 
ment exclusively should be modified. He should be permitted to 
take action which will prevent his death or serious injury, but he must 
not be permitted by unrestricted personal decision to allow his 
unmanaged plane to go roaring into communities of helpless citizens. 

There is an obvious deficiency in United States Air Force pilot 
training. At least eight officers, all ‘of them pilots, spent over 4% 
hours in flying or in directing the flight of this disabled aircraft over 
Washington, D. C. Not one made the suggestion that the plane be 
flown to the Chesapeake Bay, the Atlantic Ocean, or even to an 
isolated spot in this area before being abandoned. ‘Training in 
emergency procedures would have prepared these men in precisely 
what procedure to follow to insure that there would be no loss of life 
when the plane crashed. 

United States Air Force reguiations were issued which are designed 
to eliminate insofar as possible a recurrence of this tragedy. The 
new order provides that any pilot flying in the area of Washington, 
D. C., in a state of emergency which will necessitate his abandoning 
his plane, will 
proceed toward the Atlantic Ocean area and abandon [his] aircraft at such an 
altitude and attitude as to preclude its return to a populated area. 


Since the issuance of the committee report extreme care has been 
taken by all Air Force pilots in this area in practicing maneuvers 
which could result in a crash in a highly populated area. 


SPECIAL SUBCOMMITTEE ON PROCUREMENT 


Apri 20, 1951. 
Re: Subcommittee on Procurement of the Armed Services Committee. 


I have this day appointed a subcommittee consisting of the following members: 


F. Epwarp Héserr, Louisiana, Chairman 


QO. C. Fisuer, Texas CuHarues H. Eistron, Ohio 
EpWARD DEGRAFFENRIED, Alabama Jack Z. AnperRsoN, California 
L. Gary CLEMENTE, New York Harry L. Tower, New Jersey 
Wituram J. GREEN, Jr., Pennsyivania Wiiitam E. Hess, Ohio 
(type Doytue, California W. STERLING CoLEe, New York 


John J. Courtney, special counsel to the committee. 

Richard W. Webb, assistant special counsel to the committee. 

Later Paul Cunningham, of Iowa, was appointed vice Harry L. 
Towe, of New Jersey, resigned; and James Patterson, of Connecticut, 
was appointed as an additional member. 

The subcommittee’s agenda was as follows: 


The jurisdiction of this subcommittee will extend to all matters relating to 
procurement by the three services—Army, Navy, and Air Force—except that 
relating to real-estate procurement. 





se ne nee ene 








ee 


REPORT ON INVESTIGATIONS BY ARMED SERVICES COMMITTEE 


The subcommittee is directed to make a fulland exbanstive study and investiga- 
tion in accordance with House Resolution 3% of al! contracts for matériel or con- 
struction whether bid or negotiated, the procurement policies of the several 
services, the coordination between services On procurement, the rate of progress 
and performance of contracts, the qualifications of contracting officers, and all 
other matters in any way relating to the procurement program of the defense 
Department. 


CaruL Vinson, Chairman. 

To this subcommittee was referred all matters relating to Defense 
Department contracts and procurement practices for scrutiny and 
supervision; and likewise complaints and inquiries relating to these 
subjects were referred. 

This subcommittee considered procurement practices, types of 
contracts, values and costs involved, irregularities, discrimination, 
delinquencies, and defaults. This work has been and still is a con- 
tinuing study. 

The Elvair Corp. investigation 

This investigation revealed an unbelievable web of intrigue and 
ineptitude on the part of Government representatives. The conclu- 
sions and recommendations are as follows: 

Conclusions.—The story unfolded in testimony, documents, and 
investigation of this company is fantastic. It places a severe strain 
on the patience and the credulity of the committee. It reveals 

serious defect in our procurement system, a lack of interest and failure 
of duty on the part of procurement ‘officers to rise to the full obligation 
of their offices and assignments in the interest of the United States. 
It shows how these promoters and the banker allies, who were more 
interested in a “‘lead-pipe cinch”’ profit than anything else, can cause 
the established manufacturers of the country to be passed over, not- 
withstanding the assurances of the procurement officers that all that 
has to be done is for them to “keep in communication with the nearest 
ordnance district.” 

Recommendations —The committee recommends a thorough over- 
hauling of the procurement investigating staffs so that alert, capable, 
and interested personnel qualified in their duties are placed in aie 
and that inquiries be answered fully and completely, including the 
passing along of helpful information to other inquiring district offices. 
Too much responsibility is vested, in preparation and circulation of 
notices of Government needs, on persons having limited capacity and 
knowledge in the field of procurement, with the result that promoters 
of the type managing Elvair can gain a foothold. 

The committee recommends that all ordnance and procurement 
districts be required to consult and notify all prospective suppliers 
listed with them and other districts for quotations, in advance of any 
negotiated bid. Only in this way can the full potential of the industry 
and manufacturing experience of this country be availed of. 

The committee recommends that, since none of these contracts 
have been performed (except a limited portion of one of them), that 
appropriate steps be taken to terminate or cance! them, whichever is 
to the greater advantage of the Government. 

The committee recommends that the investigation proceed into all 
of the operations of the procurement organizations. 

The effect of this exposé was most salutary. But more was needed 
to prod the Department of Defense on the responsibility of inspectors 
in preaward surveys, among other things. 








S REPORT ON INVESTIGATIONS BY ARMED SERVICES COMMITTEE 


Consolidated Industries, Inc. 

Extensive hearings were held on the procurement procedures being 
followed by the three departments relating to the preliminary steps 
taken by the procurement officers before awarding a contract. 

One specific case, that of the Consolidated Industries, Inc., was 
reported on as a sample of the subcommittee’s experiences and con- 
clusions. It was found that three contracts had been awarded to this 
firm totaling $418,000 for the manufacture of steel folding chairs. 
Because of a lack of facilities and a lock of know-how, the three con- 
tracts awarded by the Quartermaster Curps of the Depertme.it of 
the Army were in default and the Government was not receiving the 
items that it had contracted for. 

Upon an investigation of the type of preaward inspection made of 
this contractor’s plant, it was found that the inspectors were hope- 
lessly hoodwinked into thinking that the Consolidated Industries, 
Inc., could perform the work required by the contracts. A lack of 
competent personne! in the inspection service was found to be respon- 
sible for these conditions. Furthermore, it was found that the absence 
of specific instructions by the Department of the Army to the per- 
sonnel conducting the preaward surveys resulted in the failure by the 
inspectors to look into all phases of the contractor’s operations. 
Because the specific questions were not in the instructions, the inspec- 
tors overlooked many of the pertinent facts relating to this contractor’s 
capabilities. 

The subcommittee’s conclusions and recommendations are as 
follows: 

The subcommittee recommends that the services take immediate 
steps to improve and correct procurement regulations to assure com- 
petent preaward inspections; and that immediate steps be taken to 
educate inspectors upon the need of a full and adequate inquiry when 
making their examinations. Forms and regulations which leave them 
hide-bound, if in fact that is the case, should be scrapped i in favor of a 
realistic and competent approach. 

The subcommittee will continue its study and investigation into 
ves need for performance bonds, if necessary recommending legislation, 
should our further inquiries prove the desirability of them. But 
unless the preaward inspections can be improved, that step may 
become necessary. 

As a result of these two cases, Elvair and Consolidated, many 
districts established training courses for inspectors and more adequate 
regulations for reporting were devised and are now in use. 

De luxe typist chairs, investigation of proposed Air Force purchase of 

The Procurement Subcommittee investigated a referral by the 
Honorable Frazier Reams (Democrat, Ohio) concerning a proposal 
by the United States Air Force, Wright Field, Dayton, Ohio, to buy 
20,156 typist chairs. It was suggested that over $200,000 could be 
saved if the Air Force would accept the standard tubular chair of 
the type purchased by the General Services Administration instead 
of requiring a de luxe executive-type. typist chair. 

The investigations conducted by the subcommittee revealed that 
all purchases made for the Government offices in W ashington were 
accomplished by the General Services Administration; that that 
agency purchased a standard steel tubular chair for general use; and 
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that during the past year it had purchased only 130 of the super 
de luxe type of chair of which the Air Force had proposed to purchase 
20,156. 

The subcommittee recommended that the Air Force cancel the 
advertisement for the de luxe office chairs. It further recommended 
that Air Force personnel be employed in testing aircraft for the 
defense of the United States and to leave the testing of typist chairs 
to the General Services Administration, which is the agency of the 
Government for that purpose. 

The Air Force canceled the proposed procurement, thus saving more 
than $200,000. It is understood that steps are being taken by the Air 
Force to discontinue all activities with respect to the purchase of 
furniture and the testing of chairs. 

Paint purchases by Navy Department, investigation of 

The subcommittee received complaints that the Navy Department 
had placed an order for 6,500,000 gallons of paint in January of 1951; 
that the invitation to supply this paint was issued to only 60 suppliers 
of the 1,291 in the United States; that the paint industry of the United 
States could not possibly deliver the total requirements in accordance 
with the short delivery schedules contained in the invitation; and that 
small business was ignored in this procurement. 

An extensive investigation conducted by the Procurement Subcom- 
mittee revealed that the Department of the Navy was purchasing 
paint for the Army as well as for the Navy under a single department 
purchase assignment. The committee was advised that during the 
period from July 1, 1950, through June 30, 1951, the N» vy had entered 
into contracts totaling $62,800,000 for paint of all king . and that the 
Navv Department as purchasing agent for the Department of Defense 
had obtained the assurance of the National Paint, Varnish, and 
Lacquer Association that the industry could handle the Government 
orders without a drain on the existing supplies, but that in certain 
cases a revision in the delivery dates should be changed. Further- 
more, the Navy Department advised that smal! business had received 
more than twice as many contracts as were awarded to big business. 
The Navy Department, it was found, was making every effort to receive 
quotations from as many contractors as was possible in procuring this 
item. The subcommittee was satisfied that the Navy Department 
was doing all that it could to properly allocate the purchases of paint 
to small business on both an advertised and negotiated basis. 


Water distillation units, investigation of the Navy's purchase of 

The subcommittee investigated the practice of the Department of 
the Navy of buying water distillation units. It was alleged that the 
Cleaver-Brooks Manufacturing Co. of Milwaukee, Wis., was the only 
manufacturer which could furnish the Navy the distillation units in 
time to meet the delivery schedules called for by that Department. 
Other manufacturers in this field include the Refinite Manufacturing 
Co. of Omaha, Nebr., and the Mechanical Equipment Co. of New 
Orleans, La. It was alleged that because the Cleaver-Brooks Co. 
enjoyed the enviable position of being the only manufacturer which 
could produce the items within the delivery schedules, Cleaver-Brooks 
had the opportunity of setting a price higher than that which would 
prevail under normal competitive conditions. 
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The Procurement Subcommittee’s prompt intervention and demand 
for new competitive bidding resulted in a reduction in the bid of the 
Cleaver-Brooks Co. of approximately $462,000 on a proposed purchase 
of 288 units. Furthermore, the Navy Department, in a sincere effort 
to broaden the base and to encourage dap itaa, awarded each of 
the other two companies in the field a contract to manufacture one 
distillation unit. The result of this will be to give two additional 
manufacturers an opportunity of performing in accordance with 
Government specifications and of having a pilot model tested by the 
Navy r that it will no longer have only one qualified manufacturer in 
this field. 


Canvas hospital slippers, investigation of contracts awarded by the Quar- 
termaster General for the manufacture of 

The attention of the Procurement Subcommittee was called to a 
report concerning the purchasing of canvas hospital slippers by the 
New York Quartermaster Procurement Agency. The report stated 
in part: 

In recent months we have found that a number of manufacturers have been 
awarded contracts on low bids only to find that they, in most cases, had bid too 
low. In most instances this has been due to the fact that they were so intent on 
receiving a Government contract that they had incorrectly interpreted the re- 
quired specifications. Because of this, we believe a number of times the Gov- 
ernment has been receiving manufactured articles that are far below the standards 
set forth by the specifications. * * * 

It was further alleged that one manufacturer had for all practical 
purposes eliminated competition in the slipper market by quoting to 
the Government extremely low prices; that this firm could quote 
lower prices because it knew (or felt assured) that deviations from the 
specifications would be readily permitted after the contracts were 
awarded; and that samples of the hospital slippers had been submitted 
to commercial testing laboratories where it was determined that the 
slippers were deficient in 10 different places. 

The evidence developed by the subcommittee and by the staff of 
the Quartermaster General showed conclusively that the work being 
done on Government contracts for approximately 390,000 pairs of 
slippers did noi meet Government specifications. It was determined 
that because of a laxity in the procedures being followed by the 
Inspection Office of the Quartermaster, the manufacturer of the 
slippers was being permitted to manufacture the item without requir- 
ing that it pass Government inspection. The contractor was ‘on his 
own.” As a result, evidence shows that the contractor deliberately 
and with the design to profit, substituted cheap materials in the 
manufacture of the slippers without being detected. It was estimated 
that approximately 300,000 pairs of defective slippers were accepted 
by the Government and that contracts for an additional 400,000 
pairs had been awarded to this contractor. 

The contracts were canceled and awards were made to reputable 
concerns for the manufacture of these slippers. The New York 
Quartermaster Procurement Agency changed its form of mspection 
and assigned full-time inspectors instead of permitting this type con- 
tractor to be ‘fon his own.” 


Wairing bid bond requirements 


The committee made a study of the procurement regulations and 
the statutes involved relating to the practice of waiving bid bonds 
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when required. The committee published a report which pointed up 
defects in the system and the result has been a stiffening of the pro- 
curement regulations which do not now permit contractors to flaunt 
the provisions of regulations which require bid bonds. 

As a result of these studies, the recommendations made and the 
attention given to this subject, the Comptroller General, in a matter 
referred to him at the suggestion of the subcommittee issued a new 
ruling which consider ‘ably, strengthens and improves his interpreta- 
tion of the law and regulations on the subject of bid bonds. 


Investigation of contract administration 


The subcommittee made a specific number of ‘spot checks’ in 
various procurement districts on delinquent contractors. It made 
two specific recommendations, both requirmg affirmative action on 
the part of the administering officer: 

(1) A reexamination of the scheduling coutracts negotiated 
outside of the district, which a district officer was called upon to 
administer; and 

(2) Reexamimation of the contracts with respect to the qualifi- 
cations of the contractor selected or chosen on bid to do the work 
called upon. 

The committee suggested an affirmative approach in the adminis- 
tration of the contracts, in order to obtain prompt and efficient 
delivery of the material contracted for. 

Restrictive bidding 

The subcommittee held hearings relating to the subject of restrictive 
bidding. Complaints had been received that many of the Department 
of Defense specifications were developed around an item which was 
manufactured by only one concern and they had incorporated in them 
certain unique features which could not be copied by competitors. 
Thus, when the Department of Defense went into the market to pro- 
cure the item, competition was locked out. 

In many instances the committee was advised it was very difficult 
for the Department to draw a specification which would establish 
minimum standards and at the same time permit the established 
manufacturers in the field to participate. However, in an effort to 
procure an item which will not only meet military needs but which 
will offer an opportunity for all firms to participate in, the Department 
has been rewriting many of its specifications, eliminating the restric- 
tive features formerly contained therein. 

The committee recommended greater emphasis upon the rewriting 
of these specifications not only to eliminate the restrictive features that 
may be contained in them but also to modify them wherever possible 
by authorizing alternate materials to be substituted where the sub- 
stitution will not affect the serviceability of the item being manufac- 
tured. Many millions of dollars can be saved by a review of all of 
our specifications. The committee is aware of instances where even 
in the packaging of the item the specifications have been extremely 
strict and consequently expensive. 


Investigation of cataloging and standardization (Public Law 456) 


In September of 1951 the staff commenced an intensive study of 
the cataloging and standardization programs in the services. Over 
100 days were spent in the examination of data and material and the 
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assembly of information for the use and consideration of the subcom- 
mittee. On February 11, 1951, hearings were commenced and con- 
tinued until March 12. The hearings were largely attended and were 
publicized extensively throughout the country. For the first time, 
this subject, which theretofore had always been talked of in technical 
terms, was reduced to understandable language and practices. Ex- 
amples of overlapping and duplication in the existing systems were 
displayed. 

The Defense Department took an active interest in the whole sub- 
ject matter of cataloging and its counterpart, standardization. On 
the afternoon following the testimony of the Deputy Secretary of 
Defense, for the first time in 5 years, a directive was issued which 
conferred the administrative powers required to accomplish an objec- 
tive which all agreed was essential to the orderly and efficient manage- 
ment of the supply systems. 

At the conclusion of the hearings, the subcommittee sat down and 
wrote a bill, H. R. 7405, which was written line for line by the member- 
ship on the basis of the studies which were presented for its considera- 
tion and the testimony had. This bill was in lieu of H. R. 1033, which 
had for its purpose the same ultimate objective. The bill was over- 
whelmingly passed by the membership in the House, was promptly 
passed with helpful amendments in the Senate, and is now Public 
Law 436. 

As a byproduct of this hearing, the exposure of the Pentagon 
publicity staffs and practices and their expenses resulted in reducing 
the number of personnel engaged in work of this character and in the 
reduction of appropriations for the forthcoming fiscal year because of 
the information developed in these hearings. 

The hearings also resulted in the establishment of a single procure- 
ment assignment in the textile field. This subject was “thoroughly 
explored and exposed in the course of the hearings and developed the 
need for single procurement in this field, among others. It also 
developed the fact that proposals having to do w vith this desirable 
consolidation of functions had been languishing for years on the desks 
of administrative officials. It is now a directive and established 
practice. 

The work in this field will not end with the enactment of Public 436 
because the other issues concerning single service procurement, single 
procurement assignments, orderly purchasing, and matters of that 
character are still under study and the subcommittee will aGastely 
make recommendations in this field. 


Armed Services Textile and Apparel Procurement Agency 


During the course of the hearings relating to H. R. 7405 the sub- 
committee was amazed to learn of the lack of standardization among 
the three services in the textile, footwear, and clothing field. Exhibits 
prepared for the subcommittee showed that the Army bought shoes 
under one specification, paying one price, the Navy bought similar 
shoes under a different specification and paid a different price, and that 
the Air Force bought shoes under a third type of specification, paying 
a price different from the other two. The absence of coordinated buy- 
ing resulted in the three services being in the same market for the same 
item at the same time. They actually were bidding against each 
other, which caused a waste of large sums of money. 
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Because of the obvious deficiencies in the procedures being followed 
by the military services in this field the subcommittee strongly recom- 
mended that a single agency be established which would have authori ity 
and responsibility to ‘buy all of the clothing, footwear, and textiles 
required by the Army, Navy, and Air Force. The benefits of such 
an agency are quite apparent. The great emphasis placed upon the 
urgent and immediate need for the establishment of a central buying 
agency for these items resulted in the Department of Defense accel- 
erating the establishment of the Armed Services Textile and Apparel 
Procurement Agency. The purpose of the agency is to achieve the 
optimum effectiveness and economy in all aspects of the procurement 
of clothing, textiles, and footwear for the armed services. It is under- 
stood that the agency will be actively purchasing by October 1, 1952. 

The functions of the agency will include the responsibility for con- 
solidating the requir ements of all of the services, analyzing the market 
to determine the best pattern for the phased placement of orders in 
such a manner as to assure the services that industry will meet the 
needs at the lowest possible price to the Government. This will 
eliminate the peaks and valleys of production which were so prevalent 
in the past practices of the Department in this field. Furthermore, 
standardization of items will result from the development of joint 
military and Federal specifications. 

The subcommittee hails this as an outstanding example of the prog- 
ress that the services are making in coordinating defense buying. — It 
is also a tribute to the vigilance and energies expended by the sub- 
committee in the field of defense spending. 

Turret lathes 


In February 1952 Hon. John J. Dempsey, of New Mexico, referred 
to the subcommittee a memorandum dealing with the subject of tur- 
ret lathes which were being purchased to meet the needs of the Army, 
Navy, and Air Force. It was reported that in August 1951 the three 
services had determined that there was an urgent and immediate need 
for the manufacture of at least 1,500 of these multipurpose tools. 
The Air Force was reported as needing 900, the Navy 200, and the 
Army 400. ‘To satisfy these needs, the Department of Defense ar- 
ranged to have the Fisher Body Co. of General Motors tool up to 
turn out 557 of the machine tools. Fisher Body, not having the plant 
facilities or the tools, started work as a subcontractor to the Bullard 
Manufacturing Co., of Bridgeport, Conn., who had the drawings and 
the know-how for the manufacture of this item. The Bullard Co. 
was manufacturing the turret lathe at a cost of $38,000 to the Gov- 
ernment. The Fisher Boyd Co. contract provided for payment of 
$90,600 for each of the 557 it had contracted to make. 

The subcommittee learned that in January the Air Force, the Navy, 
and the Army had reappraised their machine-tool needs and had 
determined that there was no need for continuing the $69,000,000 
Government contract with Fisher Body Co. The alleged waste of 
critical tools, in addition to the millions of dollars which would be 
involved in cancellation costs, received considerable publicity. 

The subcommittee heard testimony from the Assistant Secretary 
of the Air Force. He explained that a series of events had transpired 
which could not have been foreseen at the time the contract was 
placed in August of 1951, which resulted in the Air Force modifying 
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greatly its estimate of the number of lathes required for aircraft 
production. The Air Force found that many of the prime contractors 
to whom these tools were to have been allocated changed their esti- 
mates of requirements and as a result Air Force needs were being met 
from the production of existing manufacturers of this tool, making it 
unnecessary to bring in a new, high-cost producer. 

Similarly the Navy and the Army found that their needs had been 
reduced greatly and that the large number of turret lathes which was 
originally thought to be necessary would not now be required. 

At the conclusion of the hearings, the $69,000,000 Government 
contract with the Fisher Body Co. was canceled. It is estimated 
that approximately $10,000,000 had been spent by the contractor in 
tooling up and in buying materials which were to be used in the 
manufacture of the turret lathes. The committee was advised that 
a large part of this material could probably be resold and the tools 
redistributed. However, there is no doubt but what the Government 
will incur a substantial loss as a result of canceling this contract. 

With respect to the apparent high price of $90,600 which the 
Government proposed to pay the Fisher Body Co. for the same lathe 
which was being produced for $38,000 by the Bullard Manufacturing 
Co., of Bridgeport, the subcommittee was advised that the contract 
was subject to renegotiation, which insured protection to the Govern- 
ment. Furthermore, that price included many preproduction ex- 
penses, such as tooling and processing costs, which would only be 
found in manufacturing the initial quantity of these machines. The 
Fisher Body Co. advised that another factor which caused the price 
to be high was that in order to expedite production and delivery of 
these items, Fisher undertook to subcontract as many as possible of 
the important components. Furthermore, the prime contractor, 
the Bullard Manufacturing Co., had added $15,000 to the Fisher price 
for these lathes to cover “selling expense and know-how.”’ The 
Fisher Body Co. advised that the action of the Government in cancel- 
ing the contract was entirely satisfactory. 


LEASING OF GOVERNMENT FACILITIES 


Under the authority of this resolution, two proposed leases of 
public property which had become controversial subjects were fully 
examined, and sworn testimony taken to resolve all questions of 
alleged discrimination, bias, and other irregularities. 

Lease of Alameda (Calif.) Naval Shipyard 

The proposed lease at the Alameda Shipyard was thoroughly 
explored and the subcommittee made findings which were approved 
by the full committee on December 21. 

This was a lease of an important and valuable facility; and the 
ability to use the subpena powers conferred in the resolution was a 
significant help in arriving at the truth involved in the determination 
which had to be made. 


Morgantown (W. Va.) Ordnance Works lease 

Shortly after the passage of Public 155 (which extended the same 
provisions of existing law governing real-estate transactions of the 
Navy Department to the Army and Air Force) the committee was 
presented with a proposed lease of the Morgantown Ordnance Works, 
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a multi-million-dollar, wholly Government-owned facility at Morgan- 
town, W. Va., which was designed for the production of nitrogen 
products. 

One of the prospective lessors hurled a number of charges of dis- 
crimination and irregularities in the negotiations; and another hotly 
contested the decision of the Secretary of the Army. This matter 
was referred to a subcommittee under authority of the resolution, 
again with the use of the subpena powers. 

A full open hearing on the subject was had and the conclusions of 
the committee resulted in confirming a lease with the Mathieson 
Chemical Co. which now appears to have been a significant contribu- 
tion to the public good. As a result of the conclusions reached, this 
facility was placed in active operation. It has yielded in nitrogen 
products over 130,000 tons 4 months in advance of the earliest predic- 
tions or promises of any prospective lessor. 

But a most important result was that nitrogen was produced ahead 
of schedule, to meet the very considerable shortage in the national 
supply which the Department of Agriculture estimated at 500,000 
tons annually. The additional contribution of this activated plant 
toward the relief of this shortage will be 180,000 tons annually. 

The other charges of irregularities and discrimination were put at 
an end iu a public hearing. 


INVESTIGATION INTO THE DEATH OF MAJOR HOLLAHAN 


A special subcommittee under the authority of this resultion was 
appointed to make a study of the facts and the law relating to the 
death of Major Hollahan, an OSS officer who was killed in Ita y 
under strange circumstances. Extensive hearings were held by this 
special committee, consisting of Messrs. Kilday and Cole, and a 
thorough résumé of the law has been completed. 

A report is ready for issuance but was not published for the reason 
that about the time of the conclusion of the hearings the Italian 
Government requested the extradition of the two persons alleged to 
have murdered the major. Those extradition requests were honored 
by the State Department. Warrants were issued in two United States 
district courts. The legal right to apprehend the persons charged, 
who were citizens of the United States and had been discharged from 
the military service, will not be determined in the United States dis- 
trict courts. 

In view of these circumstances, this committee withheld the 
publication of its report and its legal conclusions. 


THE WEST POINT ALUMNI FOUNDATION, INC. 


The committee investigated charges presented to it by contractors 
who were being solicited by meddlesome and officious graduates of the 
Service Academy at West Point, operating under the name of West 
Point Alumni Foundation, Inc. Its report and its recommendations 
did much to relieve the Academy and its graduates of the embarrass- 
ment by the willful confusion of the public which this organization 
sarried on by the use of the name of the Academy and its insignia in 
association with its work. 

Meanwhile, the conduct of this organization is receiving the at- 
tention of the Federal Trade Commission. 








16 REPORT ON INVESTIGATIONS BY ARMED SERVICES COMMITTEE 
CLINTON COUNTY (OHIO) AIR FORCE BASE 


The Special Procurement Subcommittee was referred to a proposal 
of the Air Force to ex xpend $2,000,000 building facilities for an air 
reserve training center at the Greater Cincinnati Airport in Boone 
County, Ky. Subcommittee members visited the site and also visited 
the Clinton County (Ohio) Airport, which is a wholly Government- 
owned facility where the Air Force reserve training program is now 
being carried on. The subcommittee found that the investment at 
Clinton County exceeded $6,000,000, that the facility was unused in 
large measure, and that there was in being there every requirement for 
an Air Force reserve training center. The subcommittee recommended 
that the $2,000,000 item for building facilities from the ground up at 
the Greater Cincinnati Airport be deleted from the authorization bill. 
The subcommittee found that there was no merit to the contention of 
the Air Force investigators that a recruitment program could not be 
carried on at the present location. 

The full committee fully approved of the findings of the subcom- 
mittee and recommended that the transfer to Greater Cincinnati Air- 
port be stopped. The Air Force agreed not to undertake the transfer 
or the expenditure of any funds at Greater Cincinnati Airport. 


CURRENT STUDIES OF GOVERNMENT INSPECTION 


Parallel with its studies of Government contracts, the subcommittee 
initiated a questionnaire to all Government inspectors. The purpose 
of the questionnaire was to elicit information concerning their experi- 
ences and to caution them as to their responsibility. 

Beyond emphasizing the responsibility of inspectors, the study has 
two additional purposes: (1) To determine the best method of accom- 
plishing Government inspection in plants scattered widely throughout 
the United States; and (2) to consider the civil-service ratings of 
Government inspectors doing like work and employed by the three 
services. This latter study preliminarily has developed some glaring 
inequalities. The complete study will result in a report and recom- 
mendations for greater uniformity in pay, stiffening of duties and 
responsibilities, coordination of efforts, and, ultimately, the establish- 
ment of regulations, policies, and procedures governing acceptance of 
materials and products. 

The importance of this work can be more fully appreciated whea 
viewed in the light of the multi-billion-dollar spending program of the 
Government, which depends in large measure for the quality of the 
products purchased upon the ability, the integrity, and the capacity 
of the Government inspectors. 


ORDNANCE PROCUREMENT 


The subcommittee is now engaged in a study by actual inspection 
in the field of ordnance procurement, particularly ammunition. 

An executive hearing was held on the status of the production of 
155-millimeter shells at Rockford, Ill., by the F. W. & John Barnes Co. 
in a wholly Government-owned facility known as the Rockford 
Ordnance Plant. 
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The information developed in this investigation and the other 
studies being made in other parts of the country will ultimately 
result im a report and conclusions of the subcommittee in the very 
near future. 


KAISER-FRAZER MANUFACTURE OF C~-119 ‘‘ FLYING BOXCAR” FOR USAF 


On March 20, 1952, Congressman Ayres, Republican of Ohio, 
referred to the subcommittee information concerning an allegation 
that it was costing the United States Government $100,000 per 
plane more to have Kaiser-Frazer manufacture the C-119 than it was 
costing to have the same aircraft built by the Fairchild Engine «& 
Aircraft Corp. 

It was alleged that the Kaiser-Frazer Corp. was merely assembling 
the C-119 from parts that were being made by the Fairchild Engine 
& Aircraft Corp., of Hagerstown, Md. The plane parts were re- 
portedly shipped to the Kaiser-Frazer Willow Run plant near Detroit, 
Mich., for final assembly. 

The subcommittee conducted a hearing in executive session and 
heard representatives of both Fairchild Aircraft and Kaiser-Frazer 
Corp. Because of the fact that the contract was in the initial stages 
of work and additional information was required, the hearings were 
adjourned to be resumed when more factual information is available, 
based on actual production. 


MISCELLANEOUS STUDIES 


In addition to the reports published, the staff has rendered 
numerous legal opinions on specific questions, has investigated many 
individual complaints where the public interest would not be served 
by publishing reports thereon, and has maintained a continuing 
examination of all Government contracts. 


PROCEDURE 


For the greater part, the hearings of the subcommittee have been 
conducted in executive session. By established policy, the committee 
has not lent itself as a forum for the circulation of wild and unfounded 
charges. It has permitted no disclosures nor discussions until its 
conclusions were finalized and published. Only in matters where no 
personalities were involved or where the studies were wholly objective 
in nature, as, for example, in the investigation of cataloging and 
standardization, or where the bidding was public, as in the case of the 
Morgantown Ordnance Works, did the committee waive its ban on 
open sessions. 

The existence of the authority conferred in House Resolution 38 
and the continuance “in being’? of the subcommittee and_ staff, 
maintaining a constant vigilance over its assigned duties, has had a 
salutary effect and has been a wholesome influence in avoiding 
irregularities, excesses, nonfeasances, and malfeasances in public 
spending in defense matters. 
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CONCLUSIONS 


The foregoing report covers a period of a little over 1 year and 4 

months, from the time the resolution was passed and the appropria- 
tions were made available. 
t The staff has at no time exceeded four experts and for the greater 
part consisted of special counsel and an assistant. The total expen- 
ditures made to June 30, 1952, which includes within it all salaries 
paid, all travel, stationery expenses, transcripts of records, printing 
costs, and every item of expenditure for the purpose of carrying on 
this work, amounted to $57,979.95. 

Respectfully submitted. 

Cart Vinson, Chairman. 

Juuy 4, 1952. 
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oe en, 


Mr. Coo.ey, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 8122] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 8122) to 
continue the existing method of computing parity prices for basic 
agricultural commodities, and for other purposes, having met, after 
full and free conference, have agreed to recommend and do recom- 
mend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
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' the Senate and agree to the same with an amendment as follows: 

' In lieu of the matter proposed to be inserted by the Senate a nd- 
' ment insert the following: That section 301 (a) (1) (@) of the Agricul- 
i tural Adjustment Act of 1938 is amended to read as follows: 

: “(G) Notwithstanding the foregoing provisions of this section, the 
i parity price for any basic agricultural commodity, as of any date during 
} the siz- year ‘period beginning January 1, 1950, shall not be less than its 
' parity price computed in the manner used prior to the enactment of the 
' Agricultural Act of 1949 

' 


Sec. 2. Section 101 of the Agricultural Act of 1949 is amended by 
adding the following paragraph at the end of section 101 (d) thereof: 

*(6) The level of support to cooperators shall be 90 percentum of the 
parity price for the 1953 and 1954 crops of any basie agricultural com- 
modity with respect to which producers have not disapproved marketing 
quotas.”’ 

Sec. 3. The Agricultural Act of 1949, as amended, is amended as 
follows: 
. Add a new subsection (f) at the end of section 101 of such Act, as 
follows: 

“(f) The provisions of thi s Alet relati ng to price support | or cotton shall 
nie severally to (1) American upland cotton and (2) extra long staple 


cotton described in subsection (a) and ginned as required by subsection (e) 








2 PARITY PRICES FOR AGRICULTURAL COMMODITIES 


of section 347 of the Agricultural Adjustment Act of 1938, as amended, 
except that the level of price support which shall be made arailable to 
cooperators for extra long staple cotton of the 1953 crop if producers hare 
not disapproved marketing quotas therefor shall be at a level bearing the 
same relationship to the level of price support determined for American 
upland cotton as the average farm price for extra long staple cotton during 
the period 1936-42, inclusive, bore to such price for American. upland 
cotton. Disapproval by producers of the quota proc laimed under sueh 
section 347 shall place into effect the provisions of section 101 (d) (3) of 
this act with respect to the extra long sta ple cotton described in subsection 
(a) of such section 347. Nothing containe l herein shall affect the cuthor- 
ity of the Secretary under section 402 to make support available for extra 
long staple cotton in accordance with such section 402.” 
Add a new section 420 to such Act, reading as follows: 

“Sec. 420. Any price support program in effect on cottonseed or any 
of its products shall be extended to the same seed and products of the 
cottons defined under section 347 (a) of the Agricultural Adjustment 
Act of 1938, as amended.”’ 

Sec. 4. Section 347 of the Agricultural Adjustment Act of 1938, as 
amended, is amended to read as follows: 


“LONG STAPLE COTTON 


“Sec. 347. (a) Except as otherwise provided by this section, the pro- 
visions of this part shall not apply to extra long staple cotton which is 
produced from pure strain varieties of the Barbadense species, or any 
hybrid thereof, or other similar types of extra long staple cotton designated 
by the Secretary having characteristics needed for various end uses for 
which American upland cotton is not suitable, and grown in irrigated 
cotton-growing regions of the United States designated by the Secretary 
or other areas designated by the Secretary as suitable for the production 
of such varieties or types. 

“(b) Whenever during any calendar year, not later than October 15, 
the Secretary determines that the total sup ply of cotton deseribed in suk. 
section (a) for the marketing year beginning in such calendar year will 
exceed the normal supply thereof for such marketing year by more than 
S per centum, the Secretary shall proclaim such faet and a national 
marketing quota shall be in effect for the crop of such cotton caidamat in 
the next calendar year. The Seerctary shall also determine and snecify 
in such proclamation the amount of the national marketing quota in 
terms of the quantity of cotton described in subsection (a) ads quate to 
make available a normal supply of such cotton, taking into account (1) 
the estimated carry-over at the beginning of the marketing year which 
begins in the nest calendar year, and (2) the estimated imports during 
such marketing year. The national marketing quota. for cotton described 
in subsection (a) for any year shail not be less than the larger o 30,000 
bales or a number of bales equal to 3O per centum of the estimated domestic 
consumption plus é. “ports of such cotton for the marketing year be ginning 
in the calendar year in which such quota is proclaimed, 

“(e) All provisions of this Act, except section B42, subsections (hj, (k) 
and (1) of section 344, the parenthetical provisions relating to acreages 
regarded as having been planted to cotton, and the provisions relating to 
minimum small farm allotments, shall, insofar as applicable, apply to 
marketing quotas and acreage allotments authorized by this section: 





PARITY PRICES FOR AGRICULTURAL COMMODITIES 3 


Provided, That the applicable penalty rate for such cotton under section 
346 shall be the higher of 50 per centum of the parity price or 50 per 
centum of the support price for extra long staple cotton as of the date 
specified therein. 

““(d) Unless marketing quotas are in effect under subsection (b) of this 
section, the pe nalty provisions of section 346 shall not a pply fo any cotton 
the staple of wh ich is OnE and one-half inche Ss Or more in le ngth 

““(e) The exemptions authorized by subsections (a) and (d) of this 
section shall not apply unless (1) the cotton is gunned on a roller-ty pe 
gin or (2) the Secretary authorizes the cotton to be gurned on another 
ty pe gin for experimental purposes or to prev nt loss of the cotton due 
to frost or other adverse conditions.” 

And the Senate agree to the same. 

Harotp D. Coo.ey, 
GEORGE GRANT, 
K. C. GATHINGS, 
C. B. Horven, 
Managers on the Part of the House 
ALLEN J. ELLENDER, 
Crypp R. Hory, 
Our D. JoHNsTon, 
Mitron R. Youne, 
Managers on the Part of the Senate. 


STATEMENT;SOF MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 8122) to continue the existing method of computing 
parity prices for basic agricultural commodities, and for other pur- 
poses, submit the following statement in explanation of the effect of 
the action agreed upon by “the conferees and recommended in the ac- 
companying “conference report: 

The Senate amendment struck out all after the enacting clause of 
the House bill and substituted new language which was in pari the 
same as that in the House bill. The result of the Senate action was to 
leave section 1 of the House bill unchanged, to strike out all of section 
2, and to add two new sections to the bill providing price support for 
extra-long-staple cotton. 

The effect of the action taken by the committee of conference is to 
leave section 1 of the House bill unchanged, to reinstate section 2 with 
modifications, and to accept the new sections adopted by the Senate, 
dealing with long-staple cotton, with some modifications. Details of 
the changes are set out below. 

Section 1: This sec tion, which extends the dual parity provisions of 
the Agricultural Act of 1949, is the same as section 1 of the House bill. 

Section 2: This section, which was eliminated from the bill by the 
Senate, has been reinstated with an amendment which makes the pro- 
visions of the section applic able only to crops of 1953 and 1954, instead 
of the 3 years, 1953-55, provided in the House bill. 

Sections 3 and 4: The purpose of these sections, as agreed to by the 
committee of conference, is to provide price support for the 1953 crop 
of extra-long-staple cotton based on the historical ratio of the price of 
such cotton to the price of upland cotton. As adopted by the Senate, 
these sections would have based the level of support upon a cost of 
production factor. 

As agreed to by the committee of conference, the level of support 
for extra-long-staple cotton will be determined by the relationship 
between the farm price of long-staple cotton and the farm price of 
American upland cotton in the 7 vears 1936 to 1942, inclusive. The 
committee is informed that this will result in a support price for 
extra-long-staple cotton about 2.3 times the support price of short 
staple cotton. 

At present price e levels this would provide a support price in the 
neighborhood of 75 cents per pound for long-staple cotton. Under 
the incentive production program announced by the Department of 
Agriculture to produce long-staple cotton for strategic purposes, the 
support price of the 1952 crop is about $1.05 per pound. The support 
level for 1953 provided in this bill, therefore, is approximatel¥ 30 
cents per pound below the present level of price support. 

As adopted by the Senate, these sections would have been permanent 
legislation. As agreed by the committee of conference, the provisions 

a 
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relating to the level of support for long-staple cotton will apply only 
to the 1953 crop. 

These sections also require that price-support programs for cotton- 
seed or cottonseed products be extended to cover the seeds or products 
of long-staple cotton. 

The committee of conference also made a minor change in the pro- 
vision of section 4 relating to the penalty rate for long-staple cotton. 
As adopted by the Senate, the bill provided that the penalty should 
be 50 percent of the parity price. The committee of conference 
amended this provision to make the penalty 50 percent of the parity 
price or 50 percent of the support price, whichever is higher. 

Harotp D. Coo.ey, 

GEORGE GRANT, 

kK. C. GATHINGS, 

Cuar.es B. Hoeven, 
Managers on the Part of the House. 
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Mr. DovuaGuron, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 
[To accompany H. R. 7800} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7800) to 
amend title 1] of the Social Security Act to increase old-age and sur- 
vivors insurance benefits, to preserve insurance rights of permanently 
and totally disabled individuals, and to increase the amount of earn- 
ings permitted without loss of benefits, and for other purposes, having 
met, after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

& That the Senate recede from its amendments numbered 2, 13, 20, 21, 
and 22, and from its amendment to the title. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 7, 8, 9, 10, 11, and 16, and agree to the same. 

Amendment numbered 1: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment 
as follows: 


Strike out the matter proposed to be stricken by the Senate amend- 
ment and in lieu of such matter insert the following: 


PRESERVATION OF INSURANCE RIGHTS OF PERMANENTLY AND TOTALLY 
DISABLED 


Sec. 3. (a) ( ) Section 2 213 (a) (2) (A) of the Social Security Act (defin- 
ing. quarter of coverage) is amended to read as follows: 

“(A) The term ‘quarter of coverage’ means, in the case of any 
quarter occurring prior to 1951, a quarter in which the individual has 
been paid $50 or more in wages, except that no quarter any part of which 
was included in a period of disability (as defined in section 216 (i)), 
other than the initial quarter of such period, shall be a quarter of coverage. 
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In the case of any individual who has been paid, in a calendar year prior 
to 1951, $3,000 or more in wages, each quarter of such year following his 
first quarter of coverage shall be deemed a quarter of coverage, excepting 
any quarter in such year in which such individual died or became entitled 
to a primary insurance benefit and any quarter succeeding such quarter 
in which he died or became so entitled, and excepting any quarter any part 
of which was included in a period of disability, other than the initial 
quarter of such period.”’ 

(2) Section 218 (a) (2) (B) (i) of such Act is amended to read as 
follows: 

i “(7) no quarter after the quarter in which such individual died 
shall be a quarter of coverage, and no quarter any part of which was 
included in a period of disability (other than the initial quarter and 
the last quarter of such period) shall be a quarter of coverage;’’. 

(3) Section 218 (a) (2) (B) (avi) of such Act is amended by striking out 
“shall be a quarter of coverage’ and inserting in liew thereof “shall 
(subject to clause (2)) be a quarter of coverage”’ 

(b) (1) Section 214 (a) (2) of the Social Security Act (defining fully 
insured individual) is amended by striking ‘out subparagraph (B) and 
inserting in lieu thereof the following: 

“(B) forty quarters of coverage, 

not counting as an elapsed quarter for purposes of subparagraph (A) 

any quarter any part of w hich was included in a period of disability (as 

defined in — 216 (2)) unless such quarter was a quarter of coverage.”’ 

(2) Section 214 (b) of such Act (defining currently insured individual) 
is amended by pA i out the period and inserting in lieu thereof: 
“not counting as part of such thirteen-quarter period any quarter any 
part of which was included in a period of disability unless such quarter 
was a quarter of coverage. 

(c) (1) Section 215 (b) (1) of the Social Security Act iidiaiee average 
monthly wage) is oni by inserting after “excluding from such elapsed 
months any month in any quarter prior to the quarter in which he attained 
the age of twenty-two which was not a quarter of coverage” the following: 
“and any month in any quarter any part of which was included in a 
period of disability (as defined in section 216 (2)) unless such quarter 
was a quarter of Sere: 

(2) Section 215 (b) (4) of such Act is amended to read as follows: 

(4) Notwithetanding the preceding provisions of this subsection, in 
computing an individual's average monthly wage, there shall not be taken 
into account 

“(A) any self-employment income of such individual for tarable 
years ending in or after the month in which he died or became entitled 
to old-age insurance benefits, whichever first occurred; 

“(B) any wages paid such individual in any quarter any part of 
which was included in a period of disability unless such quarter 
was a quarter of coverage; 

“(C) any self-employment income of such individual for any 
taxable year all of which was included in a period of disability.”’ 

(3) Section 215 (d) of such Act (relating to primary insurance benefit 
for purposes of conversion table) is amended by adding at the end 
thereof the following new paragraph: 

“(5) In the case of any individual to whom paragraph (1), (2), or 
(4) of this subsection is applicable, his primary insurance benefit shall 
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be computed as provided therein; except that, for purposes of paragraphs 
(1) and (2) and subparagraph (C) of paragraph (4), any quarter prior 
to 1951 any part of which was included in a period of disability shall be 
excluded from the elapsed quarters unless it was a quarter of coverage 
and any wages paid in any such quarter shall not be counted.’ 

(d) Section 216 of the Social Security Act (relating to certain defini- 
tions) is amended by adding after subsection (h) the following new 
subsection: 

“Disability; Period of Disability 


““79) (1) The term ‘disability’ means (A) inability to engage nm any 
substantially gainful activity by reason of any medically determinabl 
physical or mental impairment which can be expected to be permanent, or 
(B) blindness; and the term ‘blindness’ means central visual aeuity of 
5/200 or less in the better eye with the use of correctia g lenses. An eye 
in which the visual fre ld is reduced to five de grees or less concentric con- 
traction shall be conside red for the purpose of this paragraph as having 
a central visual ace uity of 5/200 or less. An indimdual shall not be 
considered to be under a disability unless he furn ishes such proof} oj the 
existence thereof as may be required. 

(2) The term ‘period of disabili ty means @ continuous pe riod of not 
less than six full calendar months (be ginnin gq and ending as hereanatter 
prov ided im ties subsection ) during i hich an individual WAS unde a 
disabili ty (as defined in para igraph (1 No such peri vl with Tes pect 
to any disability shall begin as to any individual unless such individ? wa, 
while under such disability, file san appli cation for a disab 9 ¢ i i 
nation. £2 rcept as provided i mn paragraph (4), a per iod of dis sability shall 
begin on whichever of the following days is the latest: 

“(A) the day the disability be gan; 
“(B) the first day of the one-year period ne h ends with the day 
be fore the day on which the individ ur ul filed such ap] lication: or 
“(O) the first day of the first quarter nN hick he satisfies the 

requirements of paragraph (3). 

A period. of disabili ty shall end on the day on which the disability CEASES, 
No application for a disabili ity determinati ion which is filed more than 
three months before the first day on which a period of disability can be gin 
(as de term ine d unde) r this paragraph) shall hy acc pled as an application 
for the purposes of this paragraph, and no such application wher h as 
Sued prior to July 1. 1958, shall be acce pted. 

‘(3) The requirements referred to ii pai graphs 2) (C’) and (4 / 
are satisfied by an rnd vidual with re Sp ct to a Y quarter on ly if he had 
not less than 

(A) siz quarte rs of coverage (as defined in section 213 (a g 
during the th irteen-quarte r per iod which ends with such quarter; and 
‘67 BB) tave nty quarts rs of coverage during the forty-quarte? pe iod 
which ends with such quarter, 
not counting as part of te thirties n-quarter period specified in clause (A), 

r the forty-quarter period specified in clause (Pf), any quarte: an y pari 
of which was included in a prior period of disability unless such quarter 
was a quarier of coveraae. 

*Cf) If an individual file S an application for a disability de termina- 
tion after June 1953, and before January 1955, with respect to a dis- 
ability which began before July 1953, and continued without interruption 
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until such application was filed, then the beginning day for the period of 
disability shall be whichever of the following days is the later: 
“(A) the day such disability began; or 
“(B) the first day of the first quarter in which he satisfies the 
requirements of paragraph (3).” 
(e) Title II of the Social Security Act is amended by adding after 
section 219 the following new section: 


“DISABILITY PROVISIONS INAPPLICABLE IF BENEFITS WOULD BE 
REDUCED 


“Sec. 220. The provisions of this title relating to periods of disability 
shall not apply in the case of any monthly benefit or lump-sum death 
payment if such be nefit or payment would be greater without the appli- 
cation of such provisions. 


‘DISABILITY DETERMINATIONS TO BE MADE BY STATE AGENCIES 


“Sec. 221. (a) In the case of any individual, the determination of 
whether or not he is under a disability as defined in section 216 (i) (1) 
and of the day such disability began, and the determination of the day on 
which such disability ceases, shall be made by a State agency pursuant 
to an agreement entered into under subsection (6). 

“(b) The Administrator shall enter into an agreement with each State 
which is willing to make such an agreement under which the State agency 
administering or supervising the administration of the State plan 
approved under title XIV, the State agency or agencies administering the 
State plan approved under the Vocational Rehabilitation Act, or the 
State agency administering the workmen’s compensation law of such 
State, as may be designated 4 in the agreement, Ww ill make the determinations 
referred to in subsection (a) with respect to individuals in such State. 

“(e) Noturthstanding the provisions of subsection (a), the Adminis- 
trator ay: after reasonable notice and opportunity for a hearing to an 
individual who has been determined by a State agency pursuant to an 
eae under this section to be under a disabili ty, determine that such 
individual is not under a disability or that such disability began on a 
day late r than that determined by such agency. Such a determination by 
the . \dministrator shall be the determination used for purposes of section 
216 (1) in lieu of that made by such State agency. 

**(d) Each State which has an agreeme nt with the Administrator under 
this section in shall be entitled to receive from the Trust Fund, in advance 
or by way of reimbursement, as may be mutually agreed upon, the cost 
to the State of carrying out the agreement under this section. The 

Administrator shall from time to time certify such amount as is necessary 
for this purpose to the Managing Trustee and the Managing Trustee, 
prior to audit or settlement by the ¢ ‘eneral . iecounting Office, shall make 
payment from the Trust Fund at the time or times fixed by the Adminis- 
trator, in accordance with such certification. 

“(a) All money paid to a State under this section shall be used solely 
for the purposes for which it is paid; and any money which is so paid 
which is not used for such purposes shall be returned to the Treasury for 
de posit in the Trust Fund.” 

(f) Notwithstanding the provisions of section 215 (f) (1) of the Social 
Security Act, the amendments made by subsections (a), (6), (ce), and (d) 
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of this section shall apply to monthly benefits under title II of the Social 
Security Act for months after June 1953, and to lump-sum death pay- 
ments under such title in the case of deaths occurring after June 1953; 
but no recomputation of benefits by reason of such amendments shall be 
regarded as a recomputation for purposes of section 215 (f) of the Social 
Security Act. 

(g) Notwithstanding the preceding provisions of this section and the 
amendments made thereby, such provision s and amendments shall cease 
to be in effect at the close of June 30,1953, and after such amendments 
cease to be in e fie ct any provision of law amended thereby shall be in full 
force and effect as though this Act had not been enacted. 

And the Senate agree to the same. 

Amendment numbered 

That the House recede from its disagreement to the amendment of 
the Senate numbered 3, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $75; and the Senate agree to the same. 


Amendment numbered 4: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 4, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 


ne 


ment insert the following: $75; and the Senate agree to the same. 

Amendment numbered 

That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $75; and the Senate agree to the same. 

Amendment numbered 6: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment as 
follows: 


In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $75; and the Senate agree to the same. 


Amendment numbered 12: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 6; and the Senate agree to the same. 


Amendment numbered 14: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 14, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $75; and the Senate agree to the same. 
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Amendment numbered 15: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 15, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: $75; and the Senate agree to the same. 


Amendment numbered 17: 


That the House recede from ifs disagreement to the amendment of 
the Senate numbered 17, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 7; and the Senate agree to the same. 


Amendment numbered 18: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to “the same with an amendment 
as follows: 

Insert the matter proposed to be inserted by the Senate amendment 
and on page 32, line 5, of the House engrossed bill strike out ‘Title’ 
and insert in lieu thereof Effective as of July 1, 1952, title; and the 
Senate agree to the same. 

Amendment numbered 19: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

Sec. 8. (a) Section 3 (a) of the Social Se curity Act is amended to 
read a : follows: , 

“Sec. 3 (a) From the sums appropriated therefor, the Secretary of 
the Treasury shall pay to each State which has an approved plan | for 
old-age assistance, for each quarter, beginning with the quarter commencing 
October 1, 1952, (1) in the case of any State other than Puerto Rieo and 
the Virgin Islands, an amount, which shall be used exclusively as old- 
age assistance. equal to the sum of the following proportions of the total 
amounts erpended during such quarter as old-age assistance under the 
State plan, not counting so much of such expenditure with respect to any 
individual for any month as exceeds $55 

“(A) four-fifths of such expenditures, not counting so much of 
any expenditure with respect to any month as exceeds the product 
of $25 multiplied by the total number of such individuals who 
received old- ~a je assistance for such month; plus 

“(B) one-half of the amount by which such expenditures exceed 
the marimum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as old-age assistance. equal to one-half of 
the total of the sums eapended during such quarter as old-age assistance 
under the State plan, not counting so much of such expenditure with re- 
spect to any individual for any month as exceeds $30, and (8) in the case 
of any State, an amount equal to one-half of the total of the sums er- 
pended during such quarter as found necessary by the Administrator for 
the proper and efficient administration of the State plan, which amount 
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shall be used for paying the costs of administering the State plan or for 
old-age assistance, or both, and for no other purpose. 

(b) Section 408 (a) of such Act, as amended to read as follows: 

“Sec. 403. (a) From the sums appropriated therefor, the Secretary of 
the Treasury shall pay to each State which has an approved plan for aid 
to dependent children, for each quarter, beginning with the quarter com- 
mencing October 1, 1952, (1) in the case of any State other than Puerto 
Rico and the Virgin Islands, an amount, which shall be used exclusively 
as aid to dependent children, equal to the sum of the following proportions 
of the total amounts expended during such quarter as aid to dependent 
children under the State plan, not counting so much of such expenditure 
with respect to any dependent child for any month as exceeds $30, or if 
there is more than one dependent child in the same home, as exceeds $30 
with respect to one such dependent child and $21 with respect to each of 
the other dependent children, and not counting so much of such expendi- 
ture for any month with respect to a relative with whom any dependent 
child is living as exceeds $30— 

“(A) four-fifths of such expenditures, not counting so much of 
the expenditures with respect to any month as exceeds the product 
of $15 multiplied by the total number of dependent children and other 
individuals with respect to whom aid to dependent children is paid 
for such month, plus 

“(B) one-half of the amount by which such expenditures exceed 
the marimum which may be counted under clause (A); 

and (2) in the CASE of Puerto Rico and the V irgin Islands, an amount, 
which shall be used erclusively as aid to de pe nde nt children, equal to 
one-half of the total of the sums expended during such quarter as aid to 
depe ndent children under the State ‘plan, not counting so much of such 
of such expenditure with respect to any dependent child for any month 
as exceeds $18, or if there is more than one dependent child in the same 
home, as exceeds $18 with respect to one such dependent child and $12 
with respect to each of the other dependent children; and (3) in the case 
of any State, an amount equal to one-half of the total of the sums ex- 
pended during such quarter as found necessary by the Administrator 
for the proper and efficient administration of the State plan, which 
amount shall be used for paying the costs of administering the State 
plan or for aid to dependent children, or both, and for no other purpose.” 

(c) Section 1003 (a) of such Act is amended to read as follows: 

“Sec. 1003. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan for 
aid to the blind, for each quarter, beginning with the quarter commencing 
October 1, 1952, (1) in the case of any State other than Puerto Rico and 
the Virgin Islands, an amount, which shall be used exclusively as aid to 
the blind, equal to the sum of the following proportions of the total amounts 
expended during such. quarter as aid to the blind under the State plan, 
not counting so much of such expenditure with respect to any individual 
jor any month as exceeds $55— 

(A) four-fifths of such expenditures, not counting so much of 
any aed with respect to any month as exceeds the product of 
$25 multiplied by the total number of such individuals who received 
aid to the blind for sueh month, plus 

“(B) one-half of the amount by which such expenditures exceed 
the marimum whieh may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as aid to the blind, equal to one-half of 
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the total of the sums expended during such quarter as aid to the blind under 
the State plan, not counting so much of such expenditure with respect to 
any individual for any month as exceeds $30; and (3) in the case of any 
State, an amount equal to one-half of the total of the sums expended during 
such quarter as found necessary by the Administrator for the proper and 
efficient administration of the State plan, which amount shall be used for 
paying the costs of administering the State plan or for aid to the blind, 
or both, and for no other purpose.”’ 

(d) Section 1403 (a) of such Act is amended to read as follows: 

“Sec. 1408. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan for aid 
to the permanently and totally disabled, for each quarter, beginning with 
the quarter commencing Octobe r1, 1952, (1) in the case of any State other 
than Puerto Rico and the Virgin Islands, an amount, which shall be used 
exclusively as aid to the permanently and totally disabled, equal to the sum 
of the following proportions of the total amounts expended during such 
quarter as aid to the permanently and totally disabled under the State plan, 
not counting so much of such expenditure with respect to any individual 
for any month as exceeds $55— 

“(A) four-fifths of such expenditures, not counting so much of any 
expenditure with respect to any month as exceeds the product of $25 
multiplied by the total number of such individuals who received aid 
to the permanently and totally disabled for such month, plus 

“(B) one-half of the amount by which such expenditures exceed 
the maximum whlch may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as aid to the permanently and totally 
disabled, equal to one-half of the total of the sums expended during such 
quarter as aid to the permanently and totally disabled under the State 
plan, not counting so much of such expenditure with respect to any 
individual for any month as exceeds $30; and (3) in the case of any 
State, an amount equal to one-half of the total of the sums expended 
during such quarter as found necessary by the Administrator for the 
proper and efficient administration of the State plan, which amount shall 
be used for paying the costs of ac dministering the State plan or for aud 
to the permanently and totally disabled, or both, and for no other purpose.’ 

(e) The amendments made by this section shall be effective for the 
period beginning October 1, 1952, and ending with the close of September 
30, 1954, and after such amendments cease to be in effect any provision 
of law amended thereby shall be in full force and effect as though this 
Act had not been enacted. 

And the Senate agree to the same: 
R. L. Dovauron, 
Joun D. DinGELL, 
W. D. MILts, 

Danie. A. Ruexp, 
THOMAS JENKINS, 
Managers on the Part of the House. 

Watrer F. Grorae, 

Tom ConNALLY, 

Epwin C. JoHNSON, 

Hvucu Borier, 

Epwarp Martin, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7800) to amend title II of the Social Security Act 
to increase old-age and survivors insurance benefits, to preserve insur- 
ance rights of permanently and totally disabled individuals, and to 
increase the amount of earnings permitted without loss of benefits, 
and for other purposes, submit the following statement in explanation 
of the effect of the action agreed upon by the conferees and recom- 
mended in the accompanying conference report: 

Amendment No. 1: This amendment strikes out section 3 of the 
House bill, which provided that the insured status of certain individ- 
uals under title If of the Social Security Act, and their average 
monthly wage for the purposes of that title, would not be adversely 
affected while they were permanently and totally disabled. The effect 
of the action agreed upon by the conferees is to accept the House 
provision but to provide (1) that no a eo may be accepted 
under the House provision prior to July 1, 1953; (2) that the House 
provision shall cease to be effective at the pias of a 30, 1953; and 
(3 that determinations with respect to whether or not an individual 
is permanently and totally disabled and the Geeta of any such 
disability shall be made by appropriate State agencies rather than 
by the Administrator. 

The action recommended by the conferees will permit appropriate 
steps to be taken for the working out of tentative agreements with 
the States for possible administration of these provisions. It is the 
intent of the conferees that hearings will be held on this entire matter 
early in 1953 and at that time the congressional committees will go 
into the administrative and other provisions. It is intended to obtain 
the views at that time of interested groups on the methods of obtain- 
ing evidence of disability, under what circumstances and by whom 
determinations should be made, and whether or not these provisions 
or any modification thereof should be enacted into permanent law. 

Amendment No. 2: This is a techuical amendment changing the 
section number of section 4 of the House bill. The Senate recedes. 

Amendments Nos. 3, 4, 5, and 6: The House bill increased from $50 
to $70 a month the amount of earaings from employment or self- 
employment which may be received im or charged to a month without 
subjecting the beneficiary to a deduction from his bei efits. The 
Senate amendments tacrease this amount to $100. The effect of the 
action recommended by the conferees is to increase this al from 
the $50 in existing law to $75. 

Amendments Nos. 7, 8, 9, and 10: The House bill provided wage 
credits of $160 a month for dividuals while serving in the Armed 
Forces after July 24, 1947, and before 1954, and in addition authorized 
appropriations to the trust fund of the sums necessary to meet the 
additional costs resulting from such wage credits. The effect of the 
Senate amendments is to retain the wage credit provision of the House 
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bill but to provide that the additional costs will be borne by the trust 
fund. The House recedes. 

Amendments Nos. 11, 12, and 17: Section 6 of the House bill pro- 
vided that the insurance system contained in title II of the Social 
Security Act would, upon the request of the State, be extended to 
employees covered by certain State or local retirement systems if one 
of two conditions was met: (1) State or local law in effect on January 1, 
1951, provided for coordination of the State or local retirement system 
with the Federal system, or (2) two-thirds of the employees covered 
by such retirement system voted in favor of Federal coverage. The 
Senate amendments strike out these provisions. The House recedes. 
The conferees by this action intend in no way to imply that they do 
not favor the inclusion of similar provisions in the law; it is the intent 
of the conferees that the entire matter of the extension of Federal 
coverage to employees already covered by State and local retirement 
systems will be explored thoroughly early in 1953, when the disability 
provisions are to be reexamined. 

Amendment No. 13: This is a technical amendment changing a 
cross-reference contained in the House bill. The Senate recedes. 

Amendments Nos. 14 and 15: The House bill raised from $50 to $70 
a month the work clause applicable to individuals receiving survivor 
benefits under the Railroad Retirement Act. The Senate amendments 
raise this monthly limitation to $100. The effect of the action 
recommended by the conferees is to increase this monthly limitation 
to $75. 

Amendment No. 16: This Senate amendment relates to the compu- 
tation of the increase in benefits under the bill for certain individuals 
who are entitled to benefits for August 1952 and whose benefits could 
have been derived from either of two primary insurance amounts which 
differ from each other by not more than 10 cents. The House recedes. 

Amendment No. 18: The House bill provided that earned income 
of a blind individual which is disregarded in determining under title X 
of the Social Security Act the need of that individual for aid to the 
blind may also be disregarded in determining the need of any other 
individual for old-age assistance, aid to dependent children, aid to the 
blind, or aid to the permanently and totally disabled. The effect of 
the action recommended by the conferees is to retain the House pro- 
vision but to make it effective July 1, 1952, and to make it mandatory 
upon the States after June 30, 1954. 

Amendment No. 19: There was no comparable provision in the 
House bill. The Senate amendment changes the formulas for com- 
puting the Federal share of State public assistance programs. 

Under existing law the Federal share in the case of old-age assist- 
ance, aid to the blind, and aid to the permanently and totally disabled, 
is three-fourths of the first $20 of a State’s average monthly payment 
per recipient, plus one-half of the remainder within individual maxi- 
mums of $50. Under the Senate amendment the Federal share is 
four-fifths of the first $25 of a State’s average monthly payment per 
rec ipie nt, plus one-half of the remainder within individual maximums 
of $55. The effect of the action agreed upon in conference is to accept 
the provisions of the Senate ame ‘ndment on this point, but to limit the 
period to which such provisions apply to the 2-year period beginning 
October 1, 1952. 
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" Under existing law the Federal share in the case of aid to dependent 
children is three- fourths of the first $12 of a State’s average montbly 
payment per recipient, plus one-half of the remainder within individual 
maximums of $27 for the adult caring for a dependent child, $27 for 
the first child, and $18 for each additional child in a family. Under 
the Senate amendment the Federal share is four-fifths of the first $15 
of a State’s average monthly payment per recipient, plus one-half of 
the remainder within individual maximums of $30 for the adult, $30 
for the first child, and $21 for each additional child in a family. The 
effect of the action agreed upon in conference is to accept the provisions 
of the Senate amendment on this point, but to limit the period to 
which such provisions apply to the 2-year period beginning October 1, 
1952. 

The Senate amendment also contains changes in the formulas for 
computing the Federal share of public assistance for Puerto Rico and 
the Virgin Islands. The effect of the action agreed upon in confer- 
ence is to retain, for Puerto Rico and the Virgin Islands, the formulas 
contained in existing law. 

Amendment No. 20: Under existing law the total amount certified 
by the Administrator under titles I, 1V, X, and XIV for payment to 


‘Puerto Rico with respect to any fiscal year may not exceed $4,259,000. 


The Set rate amendment increases this maximum amount to $5,000,000. 
The Senate recedes. 

Ameadment No. 21: Tois ameadment contains a temporary pro 
vision relating to the amount of State and local fuads which must be 
expended in order for a State to be eligible for the full amount of the 
increase in Federal funds for public assistanee provided by the bill. 
The Senate rece les. 

Amendment No. 22: a amendment provides that for the 1-year 
period beginning October 1, 1952, a State may exclude from considera- 
tion any income and resources not over $50 a month obtained by a 
recipient of old-age assistance for performing agricultural or nursing 
services. The Senate recedes. 

Amendment to the title: The Senate rece 


ies. 


R. L. Doveuron, 

JoHn D. DINGELL, 

W. D. MiuLts, 

DanieL A. REED, 

THomas JENKINS, 
Managers on the Part of the House. 


O 
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Mr. McGrarna, from the committee of conference, submitted the 


following 


JONFERENCE REPOR'’ 


{To accompany H. R. 7313} 

i ¢ 

: The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7313) 
making appropriations for the legislative branch for the fiscal year end- 
ing June 30, 1953, and for other purposes, having met, after full and 
free conference, have agreed to recommend and do recommend to 
their respective Houses as follows: 

That the Senate recede from its amendment numbered 56 

That the House recede from its — — to the amendments 
of the Senate numbered 1, 2, 3, 4, b, 7.:6216: 11. 19. 13,:26; 17, 48, 
19, 20, 21, 25, 26, 27, 29, 30, 33, 34 36, 37, 38, 39, 40, 41, 45, 47, 49, 
50, 55, 58, 59, 60, 61, 62, and 63, oud Baa to the same. 

Amendment numbered 54: 

; That the House recede from its disagreement to the amendment 
of the Senate numbered 54, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,470,000; 
and the Senate agree to the same. 

The committee of conference report in disagreement amendments 
numbered 9, 14, 15, 22, 23, 24, 28, 31, 32, 35, 42, 43, 44, 46, 48, 51, 
52, 53, and 57. 

CurIstopHER C. McGrarnu, 
Micwareu J. Krrwan, 
GrorRGE W. ANDREWS, 
Warr Horan, 
Frep E. Bussey, 
Managers on the Part of the House. 
ALLEN J. ELLENDER, 
DENNIS CHAVEZ, 
KENNETH McKE.LLar, 
- H. Srytes BripGes, 
LEVERETT SALTONSTALL, 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7313) making appropriations for the legislative 
branch for the fiscal year ending June 30, 1953, and for other purposes, 
submit the following statement in explanation of the effect of the 
action agreed upon and recommended in the accompanying conference 
report as to each of such amendments, namely: 


SENATE 


Amendments Nos. 1-45: Provide appropriations for the Senate 
which were not included in the bill as passed by the House. 


Houser or REPRESENTATIVES 
Amendment No. 46: Reported in disagreement. 
OFFICE OF THE CLERK 
Amendment No. 47: Appropriates $660,813 as proposed by the 


Senate instead of $655,000 as proposed by the House. 
Amendment No. 48: Reported in disagreement. 


OFFICE OF THE SERGEANT AT ARMS 


Amendment No. 49: Appropriates $384,045 as proposed by the 
Senate instead of $385,545 as proposed by the House. 


CONTINGENT EXPENSES OF THE HOUSE 


Amendment No. 50—Miscellaneous items: Appropriates $501,500 as 
proposed by the Senate instead of $500,000 as proposed by the House. 


JOINT COMMITTEE ON REDUCTION OF NONESSENTIAL FEDERAL 
EXPENDITURES 
Amendment No. 51: Reported in disagreement. 
ARCHITECT OF THE CAPITOL 
CAPITOL BUILDINGS AND GROUNDS 


Amendment No. 52—Subway transportation, Capitol and Senate 
Office Buildings: Reported in disagreement. 
Amendment No. 53—WSenate Office Building: Reported in disagree- 
ment. 
LIBRARY OF CONGRESS 


Amendment No. 54—Salaries, Library proper: Appropriates $3,- 
470,000 instead of $3,400,000 as proposed by the House and $3,488,210 
as proposed by the Senate. 


» 
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COPYRIGHT OFFICE 


Amendment No. 55—Salaries: Appropriates $1,008,409 as proposed 
by the Senate instead of $975,000 as proposed by the House. 


LEGISLATIVE REFERENCE SERVICE 


Amendment No. 56—Salaries and expenses: Appropriates $866,300 
as proposed by the House instead of $891,159 as proposed by the 
Senate. 


REVISION OF ANNOTATED CONSTITUTION 
Amendment No. 57: Reported in disagreement. 
DISTRIBUTION OF CATALOG CARDS 


Amendment No. 58—WSalaries and expenses: Appropriates $648,607 
as proposed by the Senate instead of $620,000 as proposed by the 
House. 

UNION CATALOGS 


Amendment No. 59—Salaries and expenses: Appropriates $85,492 
as proposed by the Senate instead of $80,000 as proposed by the 
House. 

PRINTING AND BINDING 


Amendment No. 60—Printing the Catalog of Title Entries of the 
Copyright Office: Appropriates $44,500 as proposed by the Senate 
instead of $39,500 as proposed by the House. 

Amendment No. 61—Printing catalog cards: Appropriates $586,500 
as proposed by the Senate instead of $550,500 as proposed by the 
House. 

MISCELLANEOUS EXPENSES OF THE LIBRARY 


Amendment No. 62—Miscellaneous expenses: Appropriates $80,000 
as proposed by the Senate instead of $60,000 as proposed by the 
House. 

LIBRARY BUILDINGS 


Amendment No. 63—Salaries and expenses: Appropriates $794,820 
as proposed by the Senate instead of $750,000 as proposed by the 
House. 

CurisrorpHer C. McGrartu, 
MicHare. J. Krrwan, 

GeorGcE W. ANDREWS, 

Watt Horan, 

Freep E. Bussey, 

Managers on the Part of the House. 


Oo 
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AMENDMENT OF SECTIONS 433 (B), 457, AND 450 OF THE 
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OF THE REVENUE AC "T OF 1951 
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JUL 15 1959 
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AAW LIBRARY 


Mr. DovucGuron, trom the committee of conference, submitted the 


following 


CONFERENCE REPORT 


(To accompany ii. R. $271] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (GH. R. S271) to 
amend section 457 of the Internal Revenue Code having met, after 
full and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the House recede from its disagreement to the amendments 
of the Senate numbered 2 and 4 and agree to the same. 


Amendment numbered 1: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

SEC. Z. Section 459 of the Internal Re VENUE Code (7h iscellaneous 
provisions relating to the computation of average base period net income) 
1s hereby ame nded by addins at the end there: f the foll Wing new subsection: 

“(f) CoMPANIES Preservine Derense Capacity AND INCREASING 
Capacity FoR Manvracturine Peacetime Propvucts From Cerrain 
Srratecic AND Critica, MeEratzs. 

“(1) HvigiBiILiry REQUIREMENT.-In the case of «a texrpayer 
which commenced business on or prior to January 1, 1936, and since 
such date has been primarily engaged in manvfacturina, if 

A) The percentage of the taxpayer's purchases of raw ma- 
terials which were strategic and critical metals (as defined in 
paragraph (3)) was S8O per ce ntum or more for each of the taz- 
able years beginning with or within the taxpayer's base period; 
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“(B) The tarpayer’s average monthly excess profits net in- 
come (computed in the manner provided in section 443 (e)) for 
the period comprising all taxable years ending with or within 
the first twenty-four months of its base period was 250 per 
centum or more of the average monthly excess profits net ineome 
(so computed) of the taxpayer for the period comprising all tax- 
able years ending with or within the last twenty- -four months of 
its base period; 

“(C) The adjusted basis of the taxpayer's total facilities (as 
defined in section 444 (d)) as of the beginning of its base period 
(when added to the total facilities at such time of all corpora- 
tions with which the taxpayer has the privilege under section 
141 of filing a consolidated return for its first taxable year under 
th: is subchapter) did not exceed $10,000,000; and 

“(D) The adjusted basis of the taxpayer’s total facilities (as 
defined in section 444 (d)) on the last day of its base period was 
180 per centum, or more of the adjusted basis of its total facilities 
on the first day of its base period, 

the taxpayer’s average base period net income determined under this 
subsection shall be the amount computed under paragraph (2). 

(2) CompuraTion.—The average base period net income de- 
termined under this subsection for a taapayer entitled to the benefits 
of this subsection shall be the amount computed under section 436 
(e) (2) (2) and (F) except that there shall be substituted for the 
nba of the excess profits net income for each of the six months 
in the period beginning July 1, 1949, and ending December 31, 1949, 
an amount computed by multiplying the aggregate of the excess profits 
net income for each of the siz months in the period beginning July 
1, 1946 and ending December 31, 1946, by the per centum determined 
by die iding the adjusted basis of taxpayer's total facilities (as defined 
in section 444 (d)) on December 31, 1948, by the adjusted basis of 
its total facilities on the first day of ite base period. The average 
base period net income computed under the preceding sentence shall 
not exceed 80 per centum of the excess profits tax net income for the 
taxpayer's first taxable year under this subchapter. 

(3) DEFINITION OF STRATEGIC AND CRITICAL METALS.—AS 
used in this subsection, the term ‘strategic and critical metals’ means 
copper and zine which on January 1, 1945, had been determined 
by proper authority to be strategic and critical under the provisions 
of the Strategic and ¢ ritieal Stock Piling Act and shall include scrap 
containing such metals.”’ 

And the Senate agree to the same. 


Amendment numbered 3: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 3, and agree to the same with amendments as 
follows: 

On page 4, line 10, of the Senate engrossed amendments, strike out 
“That, effective” and insert /ffective 

On page 6, line 2, of the Senate engrossed amendments, strike out 
“the Commissioner with the approval of”, 

And the Senate agree to the same. 








« 
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Amend the title so as to read: ‘An Act to amend sections 433 (b), 
457, and 459 of the Internal Revenue Code, and for other purposes.” 


R. L. Doveuron, 
Joun D. DINGELL, 
W. D. MiLL1s, 

DanieL A. REED, 
RicHarp M. Simpson, 
Managers on the Part of the House. 
Water F. GeorGe, 

Tom CoNnNALLY, 

Ep C. Jonnson, 

Huacu Burwer, 

EpwarD MarrIN, 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 827 1) to amend section 457 of the Internal Revenue 
Code submit the following statement in explanation of the effect of 
the action agreed upon by. the conferees and recommended in the 
accompanying conference report: 


‘men ment No. t: The eff. ct ef 3Sene‘s amecadm at No. 1 is to 
add to section 459 of the Internal Revenue Code a new subsection 
providing that, in the case of a taxpayer which commenced business 


on or prior to January 1, 1936, and since such date has been primarily 
engaged in manufacturing, if 

(1) The percentage of the taxpayer’s purchases of raw mate- 
riadis which were strategic and critical metals (defined to be 
certain copper and zine) was 80 percent or more for each of the 
taxable vears beginning with or withia the taxpayer’s base period; 

(2) The taxpayver’s average moathly excess profits net mcome 
for the period compyising all taxable vears ending with or within 
the first 24 months of its base period was 250 percent or more 
of the average monthly excess profits net income of the taxpayer 
for the period comprising all taxable years endiag with or within 
the last 24 months of its base period; 

(3) The adjusted basis of the taxpayer’s total facilities as of 
the beginning of its base period (when added to the total facilities 
at such time of all corporations with which the taxpayer has the 
privilege under section 141 of filing a consolidated return for its 
first taxable year uader this subchapter) did not exceed $10,000,- 
O00; and 

(4) The adjusted basis of the taxpayer’s total facilities on the 
last day of its base period was 180 percent or more of the adjusted 
basis of its tote ul facilities on the first day of its base period, 

then the taxpayer’s average base period net income determined under 
the new subsection shall be the amount computed under section 
435 (e) (2) (E) and (F) of the code except that there shall be substi- 
tuted for the aggregate of the excess profits net income for each of the 
6 months in the pe riod beginning July 1, 1949, and ending December 
31, 1949, an amount computed by multiplying the aggregate of the 
excess napa net income for each of the 6 months in the period begin- 
ning July 1, 1946, and ending December 31, 1946, by the pere ent 
de Deel by dividing the adjusted basis of taxpayer’ s total facilities 
on December 31, 1948, by the adjusted basis of its total facilities on 
the first day of its base period. The average base period net income 
as so computed shall not exceed 80 percent of the excess-profits tax 
net income for the taxpayer’s first taxable year under subchapter D 
of chapter 1 of the code. 

The House recedes with an amendment which makes technical and 
clerical changes in the Senate amendment. 


4 
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Amendment No. 2: Senate amendment No. 2 provides that the 
amendment made by Senate amendment No. 1 shall be applicable 
with respect to all taxable vears ending after June 30, 1950. The 
House recedes. 

Amendment No. 3: This amendment adds to section 433 (b) of the 
Internal Revenue Code (relating to the computation of average base 
period net income for excess profits tax purposes) two paragraphs 
providing for adjustments in certain cases for base period losses arising 
from branch operations. ‘The House recedes with technical amend- 
ments. 

Amendment No. 4: This amendment added to the bill a new sec- 
tion relating to the effective date of the amendments made by section 
319 of the Revenue Act of 1951 with respect to the allowance of 
percents ze depletion for coal and metal mines and for certain other 
mines and natural mineral deposits. The 1951 amendments applied 
only to taxable vears beginning after December 31, 1950. The 
effect of the Senate amendment is to provide that in the case of a 
taxable year beginning before January 1, 1951, and ending after 
December 31, 1950, the allowance for percentage depletion under 
section 114 (b) (4) of the Internal Revenue Code is an amount equal 
to the sum of— 

(1) that portion of a tentative allowance, computed under the 
provisions of section 114 (b) (4) of the Internal Revenue Code 
applicable (without regard to the Senate amendment) to taxable 
vears beginning before January 1, 1951, and ending after De® 
cember 31, 1950, which the number of days in such taxable year 
prior to January 1, 1951, bears to the total number of days in 
such taxable year; plus 

(2) that portion of a tentative allowance, computed under the 
provisions of section 114 (b) (4) applicable (without regard to 
the Senate amendment) to taxable vears begining after De- 
cember 31, 1950, as if such provisions were applicable to the 
entire taxable year, which the number of days in such taxable 
year after December 31, 1950, bears to the total number of days 
in such taxable year. 

The House recedes. 


R. L. DovGuton, 

JoHn D. DINGELL, 

W. D. Mutts, 

Daniet A. REED, 

Ricuarp M. Simpson, 
Managers on the Part of the House. 


O 
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Mr. Cannon, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 8370] 


The committee of conference on the disagreeing oe at the two 
Houses on the amendments of the Senate to the bill | R. 8370) 
making supplemental appropriations for the fiscal year ae June 30, 
1953, and for other purposes, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its amendments numbered 5, 6 , 12, 16, 
18, 20, 21, 22, 27, 28, 29, 35, 41, 54, 55, 56, 58, 59, 81, 82, a ‘and 91. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 2, 8, 9, 11, 13, 14, 15, 17, 19, 23, 24, 25, 26, 31, 36, 
37, 42, 43, 44, 45, 48, 49, 60, 61, 62, 65, 66, 69, 70, 71, 74, 83, 85, 88, 
89, 92, 93, 94, 95, 96, 97, 98, 99, and 100, and agreed to the same. 

Amendment numbered 7: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment 
as follows: 

In lines 2 and 3 of the matter inserted by said amendment strike 
out the following: “to remain available until June 30, 1953,’’; and the 
Senate agree to the same. 





Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

e In lieu of the sum proposed by said amendment insert $15,000,000; 
and the Senate agree to the same, 


| 
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Amendment numbered 33: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended as 
follows: 

In lieu of the sum named insert $262,500; and the Senate agree to 
the same. 


Amendment numbered 34: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 34, and agree to the same with an amendment 
as follows: 

In line 4 of the matter inserted by said amendment strike out the 
following: “fiscal year 1953,’’; and the Senate agree to the same. 


Amendment numbered 38: 


That the House recede from its disagreement to the amendment. of. 
the Senate numbered 38, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken and the sum proposed, insert the 
following: $88,094,000, of which $50,000,000 shall be available only 
for the weapons program; and the Senate agree to the same. 


Amendment numbered 39: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 39, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $27,909,900; 
and the Senate agree to the same. 


Amendment numbered 40: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 40, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,183,498; 
and the Senate agree to the same. 


Amendment numbered 46: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 46, and agree to the same with an amendment 
as follows: 

In line + of the matter inserted by said amendment strike out 
$1,750,000” and insert in lieu thereof $1,648,275; and the Senate 
agree to the same. 


Amendment numbered 47: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 47, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $250,000; 
and the Senate agree to the same. 
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Amendment numbered 51: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 51, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended as 
follows: 

In lieu of the sum of ‘$600,090,000” insert $585,510,000; and the 
Senate agree to the same. 


Amendment numbered 52: 

That the House recede from its disagreement to the amendment 
of the Senate numbered 52, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended as 
follows: 

In lieu of the sum of ‘‘$386,409,840” insert $361,254,840; and the 
Senate agree to the same. 

Amendment numbered 68: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 68, and agree to the same with an amendment 
as follows: 

In the third line of the proposed amendment, after the word “‘pro- 
grams’’, insert the following: , other than those financed from funds con- 
tained in this chapter,: and the Senate agree to the same. 

Amendment numbered 72: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 72, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,875,000; 
and the Senate agree to the same. 

Amendment numbered 73: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 73, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,750,000; 
and the Senate agree to the same. 


~ 


Amendment numbered 75: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 75, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $28,750,000; 
and the Senate agree to the same. 

Amendment numbered 76: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 76, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,100,000; 
and the Senate agree to the same. 
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Amendment numbered 77: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 77, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,875,000; 
and the Senate agree to the same. 


Amendment numbered 78: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 78, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $60,000,000; 
and the Senate agree to the same. 


Amendment numbered 80: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 80, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $6,500,000; 
and the Senate agree to the same. 


Amendment numbered 84: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 84, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $20,000,000; 
and the Senate agree to the same. 


Amendment numbered 86: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 86, and agree to the same with an amendment as 
follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert Documents Numbered 144, 154, and 157; and the Senate agree 
to the same. 


Amendment numbered 101: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 101, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended as 
follows: 

Change the section number to ‘Src. 1411.’’; and the Senate agree 
to the same. 


Amendment numbered 102: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 102, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 1412; and 
the Senate agree to the same. 


Amendment numbered 103: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 103, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 1413; and 
the Senate agree to the same. 
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Amendment numbered 104: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 104, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 14/4; 
and the Senate agree to the same. 


Amendment numbered 105: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 105, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 1415; 
and the Senate agree to the same. 


Amendment numbered 106: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 106, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 14/6; 
and the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 1, 3, 4, 30, 32, 50, 53, 57, 63, 64, 67, 79, and 87. 
CLARENCE CANNON, 
GrorGe Manon, 
ALBERT THOMAS, 
MicHaAkEL J. Kirwan, 
JAMIE L. WHITTEN, 
J. VAUGHAN Gary, 
JOHN TABER, 
R. B. WiaeG.ieswortn, 
Errett P. Scrivner, 
GLENN R. Davis, 
Managers on the Part of the House. 
KENNETH McKE.LLar, 
Cart HaypeEn, 
Pat McCarran, 
JosePpH C. O’MaAnHonsy, 
Burnet R. MAyYBANK, 
SryLtes BrRIDGEs, 
Homer Frercuson (except 
as to amendments 
Nos. 86 and 87), 
Guy Corpon, 
LEVERETT SALTONSTALL, 
Managers on the Part of the Sencte. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the 
Senate to the bill (H. R. 8370) making supplemental appropriations 
for the fiscal year ending June 30, 1953, and for other purposes, sub- 
mit the following statement in explanation of the effect of the action 
agreed upon and recommended in the accompanying conference 
report as to each of such amendments, namely: 

Amendment No. 1: Reported in disagreement. 

Amendment No. 2: Inserts formal language in the bill. 

Amendments Nos. 3 and 4: Reported in disagreement. 

Amendment No. 5: Strikes from the bill language proposed by the 
Senate. 

Amendment No. 6: Strikes out an appropriation for the Joint 
Committee on Immigration and Nationality Policy proposed by the’ 


Senate. 
CHAPTER III 


DEPARTMENT OF COMMERCE 
Amendment No. 7: Makes appropriation for airport claims as pro- 


posed by the Senate. 
CHAPTER IV 


TREASURY DEPARTMENT 


Amendment No. 8: Appropriates $5,200,000 for operating expenses 
of Coast Guard as proposed by the Senate instead of $4,500,000 as 
proposed by the House. 

Amendment No. 9: Appropriates $625,000 for retired pay, Coast 
Guard, as proposed by the Senate instead of $600,000 as proposed by 
the House. 

GOVERNMENT CORPORATIONS 


Amendment No. 10: Provides $15,000,000 for administrative ex- 
penses of Reconstruction Finance Corporation instead of $14,500,000 
as proposed by the House and $16,000,000 as proposed by the Senate. 


CHAPTER V 
FEDERAL Security AGENCY 


Amendment No. 11: Appropriates $60,000,000 for school construc- 
tion as proposed by the Senate instead of $80,000,000 as proposed by 
the House. 

Amendment No. 12: Restores formal language to the bill. 

Amendments Nos. 13, 14, and 15: Strike from the bill appropria- 
tions for pay act costs proposed by the House. 
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Amendment No. 16: Appropriates $69,750 for Public Health Serv- 
ice as proposed by the House. 

Amendment No. 17: Strikes from the bill an appropriation for the 
Public Health Service proposed by the House. 

Amendment No. 18: Appropriates $7,500 for the Public Health 
Service as proposed by the House. 

Amendment No. 19: Strikes from the bill an appropriation for the 
Public Health Service proposed by the House. 

Amendments Nos. 20, 21, and 22: Make appropriations for the 
Public Health Service as proposed by the House. 

Amendments Nos. 23, 24, 25, and 26: Strike from the bill appropria- 
tions for the Public Health Service proposed by the House. 

Amendments Nos. 27 and 28: Make appropriations for the Public 
Health Service as proposed by the House. 

Amendment No. 29: Appropriates $500,000 for hospitals and 
medical care as proposed by the House instead of $750,000 as proposed 
by the Senate. 

CHAPTER VI 


DEPARTMENT OF AGRICULTURE 

Amendment No. 30: Reported in disagreement. 
CHAPTER VII 

DEPARTMENT OF THE INTERIOR 


Amendment No. 31: Corrects a chapter number. 

Amendment No. 32: Reported in disagreement. 

Amendment No. 33: Reinserts a House item for emergency repairs 
and replacement of buildings and utilities damaged by fire, storm, and 
flood. Appropriates $262,500 instead of $525,000 as proposed by the 
House. The funds made available are to be used for buildings and 
utilities only, and not for roads, parkways, or trail construction. 

Amendment No. 34: Appropriates $240,000 for further research 
and control activities in combating the sea lamprey in the Great Lakes. 

Amendment No. 35: Strikes out the amendment of the Senate to 
provide funds for construction of Minnesota transmission lines. The 
item has been stricken from the bill with the understanding that it 
will be given very careful consideration if it is proposed in the budget 
for 1954. 

CHAPTER VII 


INDEPENDENT OFFICES 
Amendment No. 36: Corrects a chapter number. 
EXECUTIVE OFFICE OF THE PRESIDENT 
Amendment No. 37—Alterations and repairs, Executive Mansion: 
Strikes out the provision of the House providing $50,000 for extraor- 


dinary alterations, repairs, and so forth, of the Executive Mansion 
and the White House Office, as proposed by the Senate. 
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ATOMIC ENERGY COMMISSION 


Amendments Nos. 38, 39, and 40—Operating expenses: Appropriate 
$88,094,000 for operating expenses instead of $35,000,000 as proposed 
by the House and $141,188,000 as proposed by the Senate, and limit 
the amount available only for the weapons program to $50,000,000, 
instead of $30,000,000 as proposed by the House; limit funds available 
for expenses of program direction and administration personnel to 

$27,909,900 instead of $25,064,275 as proposed by the House and 
$30,755,526 as proposed by the Senate; and limit funds available for 
expenses of travel to $3,183,498 instead of $2,709,350 as proposed by 
the House and $3,657,647 as proposed by the Senate. 

Amendment No. 41—Plant and equipment: Restores the proposal 
of the House appropriating $1,450,000,000 for plant and equipment, 
in lieu of the proposal of the Senate to appropriate $1,450,000,000, 
plus contract authorization for the remainder of the expansion pro- 
gram. In restoring the limitation on the availability of funds for 
construction as set forth in the House provision, it is the intention 
of the conferees that funds provided shall be available for the pur- 
chase or procurement of machinery, equipment, and materials re- 
quire <d for the entire expansion program as submitted to the Congress. 
The conferees invite the Commission to appear to present additional 
needs, if any, if the Congress is in session later in the year, or at the 
new session in January, at which time full consideration will be given 
to such needs. 

FEDERAL TRADE COMMISSION 


Amendment No. 42—Salaries and expenses: Provides $125,000 as 
proposed by the Senate. 


HOUSING AND HOME FINANGE AGENCY 


Amendment No. 43—Limitation on administrative expenses: Strikes 
out the provision of the House, and inserts the proposal of the Senate, 
in this connection. 

SMITHSONIAN INSTITUTION 


Amendment No. 44—Salaries and expenses, National Gallery of 
Art: Appropriates $187,500 for such purpose, as proposed by the 
Senate. 

TENNESSEE VALLEY AUTHORITY 


Amendments Nos. 45 and 46: Appropriate $150,000,000 as pro- 
posed by the Senate instead of $85,000,000 as proposed by the House; 
and provide $1,648,275 for expenses of travel instead of $1,750,000 
as proposed by the Senate. 


WAR CLAIMS COMMISSION 


Amendment No. 47—Administrative expenses: Appropriates $250,- 
000 for such purpose instead of $100,000 as proposed by the House 
and $400,000 as proposed by the Senate. 
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CHAPTER IX 
DEPARTMENT OF DEFENSE 
TITLE I—MILITARY PUBLIC WORKS 


Amendment No. 48: Corrects a chapter number. 

Amendment No. 49: Inserts formal language proposed by the 
Senate. 

Amendment No. 50: Reported in disagreement. 

Amendment No. 51—Department of the Army: Appropriates 
$585,510,000 for military construction, Army. The House had 
proposed a total of $600,090,000. The Senate had stricken the entire 
amount from the bill. The reduction of $14,580,000 recommended 
below the House amount represents entire line item projects deleted 
in the conference agreement on the authorization bill, H. R. 8120, as 
compared with the House version of that bill. 

Amendment No. 52—Department of the Navy: Appropriates 
$361,254,840 for public works, Navy. The House had proposed a 
total of $386,409,840. The Senate had stricken the entire amount 
from the bill. The net reduction of $25,155,000 recommended below 
the House amount represents $28,527,000 reduced by the conference 
agreement on H. R. 8120 as compared with the House version; and 
$3,372,000 added as provided in H. R. 8120 for naval aviation training 
at ‘Lincoln, Nebr. 

Amendment No. 53—Naval Supply School, Athens, Ga.: Reported in 
disagreement. 

Amendments Nos. 54 and 55—Department of the Air Force: Appropri- 
ate $1,200,000,000 for acquisition and construction of real property, 
Air Force, as proposed by the House. The Senate had stricken the 
entire amount from the bill. 

Amendment No. 56: Restores the provision of the House restricting 
the use of cost-plus-fixed-fee contracts within the continental United 
States. 

Amendment No. 57: Reported in disagreement. 

Amendment No. 58: Restores provisions of the House restricting 
the construction, replacement, or reactivation of any bakery, 
laundry, or dry-cleaning facilities, and prohibiting the establishment 
or maintenance of a separate supply service for the Air Force. 

Amendment No. 59: Corrects a section number. 


TITLE II DEPARTMENT OF THE ARMY 
ALASKA COMMUNICATION SYSTEM 


Amendment No. 60—Construction: Strikes out, as proposed by the 
Senate, the provision of the House earmarking $5,000 for painting ¢ 
spec ific building in Alaska. 


y CHAPTER X 


DerparRTMENT OF DEFENSE 


Amendments Nos. 61 and 62: Insert formal language in the bill 
as proposed by the Senate. 
Amendments Nos. 63 and 64: Reported in disagreement. 
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CHAPTER XI 


Mourvau. Security 


Amendment No. 65: Changes a chapter number as proposed by 
the Senate. 

Amendment No. 66: Places a limitation on the number of persons 
employed at per diem rates as proposed by the Senate. 

Amendment No. 67: Reported in disagreement. 

Amendment No. 68: Includes explanatory language of the Senate 
with an amendment. The committee does not intend that the 
quantity of American agricultural products or commodities be 
reduced below that heretofore purchased because of this language. 

Amendment No. 69: Strikes out language proposed by the House 
placing restrictions on employment of personnel. 


CHAPTER XII 
EMERGENCY AGENCIES 


Amendment No, 70: Changes a chapter number as proposed by the 
Senate. 

Amendment No, 71: Appropriates $1,250,000 for Office of Defense 
Mobilization as proposed by the Senate instead of $1,000,000 as 
proposed by the House. 

Amendment No. 72: Appropriates $2,875,000 for Defense Produc- 
tion Administration instead of $2,750,000 as proposed by the House 
and $3,000,000 as proposed by the Senate. 

Amendment No. 73: Appropriates $3,750,000 for Small Defense 
Plants Administration instead of $3,500,000 as proposed by the House 
and $4,000,000 as proposed by the Senate. 

Amendment No. 74: Appropriates $1,500,000 for revolving fund as 
proposed by the Senate instead of $3,000,000 as proposed by the House. 

Amendment No. 75: Appropriates $28,750,000 for Department of 
Commerce instead of $25,000,000 as proposed by the House and 
$32,500,000 as proposed by the Senate. 

Amendment No. 76: Appropriates $3,100,000 for Department of 
the Interior instead of $2,500,000 as proposed by the House and 
$3,500,000 as proposed by the Senate. 

Amendment No. 77: Appropriates $1,875,000 for Department of 
Labor instead of $1,750,000 as proposed by the House and $2,000,000 
as proposed by the Senate. 

Amendment No. 78: Appropriates $60,000,000 for Economic 
Stabilization Agency instead of $57,130,000 as proposed by the House 
and $75,000,000 as proposed by the Senate. 

Amendment No. 79: Reported in disagreement. 

Amendment No. 80: Appropriates $6,500,000 for General Services 
Administration instead of $5,000,000 as proposed by the House and 
$8,000,000 as proposed by the Senate. 

Amendments Nos. 81 and 82: Appropriate $8,000,000 for the 
Federal Civil Defense Administration as proposed by the House 
instead of $20,000,000 as proposed by the Senate. 

Amendment No. 83: Appropriates $15,000,000 for Federal con- 
tributions as proposed by the Senate instead of $29,500,000 as pro- 
posed by the House. 
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Amendment No. 84: Appropriates $20,000,000 for emergency 
supplies and equipment instead of $50,000,000 as proposed by the 


Senate. 
CHAPTER XIII 
Ciaimms, AupiIreED CLAIMS, AND JUDGMENTS 


Amendments Nos. 85 and 86: Insert formal language in the bill. 
Amendment No. 87: Reported in disagreement. 


CHAPTER XIV 
GENERAL PROVISIONS 


Amendments Nos. 88 and 89: Insert formal language in the bill as 
proposed by the Senate. 

Amendments Nos. 90 and 91: Limit the amount which may be paid 
for automobiles by the Government to $1,400 as proposed by the 
House instead of $1,600 as proposed by the Senate. 

Amendments Nos. 92, 93, 94, 95, 96, 97, 98, 99, and 100: Insert 
formal language in the bill as proposed by the Senate. 

Amendment No. 101: Restores language proposed by the House. 

Amendments Nos. 102, 103, 104, 105, and 106: Correct section 
numbers. 

CLARENCE CANNON, 
GrorGeE Manon, 
ALBERT THOMAS, 
MicHaku J. Kirwan, 
JAMIE L. WHITTEN, 
J. VAUGHAN Gary, 
JoHn TABER, 
R. B. WigGLeswortn, 
KrretTTt P. Scrivner, 
GLENN R. Davis, 
Managers on the Part of the House. 


Oo 





piatiast etnies eS iris 





. 
' 


Seg SEP ICEL O TAT 


RAE OIE 


LAW VP VY : 
Yr. NE Sab Y from the committee of conference, 





2d Session 


82p CONGRESS t HOUSE OF REPRESENTATIVES | Report 





DEPARTMENT OF DEFENSE APPROPRIATION BILL, 1953 
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1952 


submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 7391] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate numbered 43 to the bill 
(H. R. 7391) making appropriations for the Department of Defense 
and related independent agencies for the fiscal year ending June 30, 
1953, and for other purposes, having met, after full and free con- 
ference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

Amendment numbered 43: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 43, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: : Provided, That no part of such appropriation shall 
be used to make any payment to ARO, Incorporated, for — of the 
Arnold Engineering Development Center after March 31, 1953, unless 
Congress shall have directed otherwise; and the Senate agree to the same. 


GEORGE)MAHON, 
Harry R. SHEPPARD, 
ALBERT GorRE, 

Joun J. RILEy, 
DANIEL J. FLoop, 
CLARENCE CANNON, 
GLENN R. Davis, 

Managers on the Part of the House. 
JosepH C. O’ManHoney, 
CarLt HayDEN, 

DENNIS CHAVEZ, 

Homer FeEerRGuSON, 

StyLes BrIDGEs, 

LEVERETT SALTONSTALL, 

Witiiam FEF. KNowLanp, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7391) making appropriations for the Department of 
Defense and related inde _pendent agencies for the fiscal year ending 
June 30, 1953, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon and recommended 
in the accompanying conference report as to each of such amendments, 
namely: 


Tirte V—DeEpARTMENT OF THE AIR ForCE 


Amendment No, 43—-Research and development: Restores language 
proposed by the House for use of funds by ARO, Inc., but in modified 
form. 

GEORGE MAHON, 

Harry R. SHEPPARD, 

ALBERT GORE, 

Joun J. RiIvey, 

DanieEL J. Fioop, 

CLARENCE CANNON, 

GLENN R. Davis, 
Managers on the Part of the House. 
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PROVIDING FOR THE CONVEYANCE TO THE TOWN OF DEDHAM, 
MAINE, OF A CERTAIN STRIP OF LAND SITUATED IN SUCH 
TOWN AND USED AS A ROAD RIGHT-OF-WAY 


INIV. OF MICH. 


JUL 15 1959 


Jury 5, 1952.—Ordered to be printed 


f aA/ > > pe 
“AW LIBRARY 


Mr. Encie, from the committee of conference, submitted the following 


CONFERENCE REPORT 
{To accompany H. R. 2190] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 2190) to 
provide for the conveyance to the town of Dedham, Maine, of a cer- 
tain strip of land situeted in such town and used as a road right-of- 
way, having met, after full and free conference, have agreed to recom- 
mend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendment. 


CuLairn ENGLE, 
Wayne N. ASPINALL, 
Wesuey A. D’Ewart, 
Managers on the Part of the House. 
Russe.ii B. Lone, 
GEORGE SMATHERS, 
HucH BUTLER, 
Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House to the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 2190) to provide for the conveyance to the town of 
Dedham, Maine, of a certain strip of land situated in such town and 
used as a road right-of-way, submit the following statement in explana- 
tion of the effect of the action agreed upon and recommend in the 
accompanying conference report namely that the Senate recede from 
its amendment which would require the town of Dedham, Maine, to 
pay 50 percent of the appraised market value. 

Cuiair ENGLE, 

Wayne N. ASPINALL, 

Wesutey A. D’Ewarrt, 
Managers on the Part of the House. 
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CIVIL FUNCTIONS APPROPRIATIONS BILL, 1953 
UNIV. OF MICH. 
JUL 15 1952 Jury 5, 1952.—-Ordered to be print 
LAW LIBRARY 


Mr. Cannon, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 7268] 


The committee of conference on the disagreeing votes of the two 


Houses on the amendments of the Senate to the bill (H. R. 7268) 
making appropriations for the civil functions administered by the 
Department of the Army for the fiscal vear ending June 30, 1953, and 
for other purposes, having met, after full and free conference, have 
agreed to recommend and do recommend to their respective Houses 
as follows: 

That the House recede from its disagreement to the amendments of 
the Senate numbered 5 and 8 and agree to the same. 


Amendment numbered 1: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $4,160,000; 
and the Senate agree to the same. 


Amendment numbered 3: 


That the House reeede from its disagreement to the amendment of 
the Senate numbered 3, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert the following: 

Maintenance and improvement of existing river and harbor works: 
For expenses necessary tor the preservation and maintenance of existing 
river and harbor works, and for the prosectuion of such projects hereto- 
fore authorized as may be most desirable in the interest of commerce and 
navigation; for surveys of northern and northwestern lakes and other 
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boundary and connecting waters as heretofore authorized, including the 
preparation, correction, printing, and issuing of charts and bulletins, 
and the investigation of lake levels; for prevention of constructive and 
injurious deposits within the harbor and adjacent waters of New York 
City; for expenses of the California Debris Commission in carrying on 
the work reser by the Act approved March 1, 1893, as amended 
(33 U. S. C. 661, 678, and 683); for removing sunken vessels or craft 
aanaiies or endangering navigation as authorized by law; for operat- 
ing and maintaining, keeping in repair, and continuing in use without 
interruption any lock, canal (except the Panama Canal), canalized 
river, or other public works for the use and benefit of navigation belong- 
ing to the United States; for examinations, surveys, and contingencies 
of rivers and harbors; for the execution of detailed investigations and the 
preparation of plans and specifications for projects heretofore authorized; 
for printing, either during a@ recess or session of Congress, of surveys 
authorized by law, and such surveys as may be printed during a recess 
of Congress shall. be printed, with illustrations, as documents of the 
next succeeding session of Congress; $236,788,800, of which amount 

75,000 shall be available only. for cooperative beach erosion studies as 
oulharined in Public Law Numbered 520, Seventy-first Congress, 
approved July 3, 1930, as amended and supplemented: Provided, That 
no part of this appropriation shall be expended for any preliminary 
examination, survey, project, or estimate not authorized by law: Pro- 
vided further, That not to exceed $5,000 of the amount herein appro- 
priated shall be available for the support and maintenance of the Per- 
manent International Commission of the Congresses of Navigation and 
for the payment of the expenses of the properly accredited delegates of 
the United States to the meeting of the Congresses and of the Commis- 
sion: Provided further, That from this appropriation not to exceed 
$3,584,100 shall be available for transfer to the & ecretary of the Interior 
for expenditure for the purposes of and ee accordance with the provisions 
of the Act of 2 August 8, 1946 (16 U. 8S. 756), and the Act of August 

Ay 1946 (16 U. S. C. 661-666; 33 U. S O. 1, 8, 414-415, 441, 461, 
540, 5 41; Civil Funetions Appropriation Act, 1952). 

and the Senate agree to the same, 

Amendment numbered 4: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 4, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert the following: 

Flood control, general: For expenses necessary | for the construction and 
maintenance of certain public works on rivers and harbors for flood con- 
trol, and for other purposes, in accordance with the provisions of the Flood 
Control Act, approved June 22, 1936, as amended and supplemented, 
including preliminary examinations, surveys, and contingencies in con- 
nection with flood control, $255,742,800: Provided, That funds appro- 
priated herein may be used for flood-control work on the Salmon River, 

Alaska, as authorized by law: Provided further, That funds appropriated 
herein may be used to execute detailed surveys and prepare plans and 
specifications, necessary for the construction of flood-control projects here- 
tofore or hereafter authorized or for flood-control projects considered for 
selection in accordance with the provisions of section 4 of the Flood Control 
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Act approved June 28, 1938, and section 3 of the Flood Control Act ap- 
proved August 18, 1941 (55 Stat. 638): Provided further, That the ex- 
penditure of funds for completing the necessary surveys shall not be con- 
strued as a commitment of the Government to the construction of any 
project. 

And the Senate agree to the same. 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment 
as follows: 

In line 5 of the matter inserted by said amendment strike ‘$62,- 
020,000” and insert $60,020,000; and the Senate agree to the same. 

Amendment numbered 7: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment 
as follows: 

In lieu of the sum named in said amendment insert $250,000; 
and the Senate agree to the same. 


Amendment numbered 9: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 9, and agree to the same with an amendment 
as follows: 

In lieu of the sum named in said amendment insert $/00,000: 
and the Senate agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $18,000,000; 
and the Senate agree to the same. 


The committee of conference report in disagreement amendment 
numbered 2. 
CLARENCE CANNON, 
Joun H. Kerr, 
Louis C. RaBaut, 
FreD MARSHALL, 
GLENN R. Davis, 
GERALD R. Forp, Jr., 
JOHN TABER, 
Managers on the Part of the House. 
KENNETH McKE.Lar, 
Cart HaypeEN, 
ALLEN J. ELLENDER, 
SpessarRD L. Houuann, 
JoHn L. McCue.ian, 
Wm. F. KNow.Lanpn, 
Mitton R. Youna, 
Guy Corpon, 
Epwarp J. THys, 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
(lisagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7268) making appropriations for civil functions 
imeaiesed by a Department of the Army for the fiscal vear 
eading June 30, 1953, and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon and 
recommended in the accompanying conference report as to each of 
such amendments, namely: 


CEMETERIAL EXPENSES 


Amendment No. 1: Appropriates $4,160,000 instead of $4,000,000 
as recommended by the House and $4,319,350 as recommended by 
the Senate. 

CORPS OF ENGINEERS 


Amendment No. 2: Reported in disagreement. 

Amendment No. 3: Appropriates $236,788,800, instead of $277,- 
135,600 as proposed by the Senate and $189,521,000 as proposed by 
the House. 

Amendment No. 4: Appropriates $255,742,800, instead of $294,- 
777,200 as proposed by the Senate and $214,169,400 as proposed by 
the House. 

Amendment No. 5--Emergencies: Inserts language as proposed by 
the Senate 

Amendment No. 6—Flood control, Mississippi River and tributaries: 
Inserts language as proposed by the Senate and appropriates 
$60,020,000 instead of $59,355,000 as proposed by the House and 
$62,020,000 as proposed by the Senate. 

Amendment No. 7——Flood control, Mississippi River and tributaries, 
emergencies: Appropriates $250,000 as proposed by the House in- 
stead of $500,000 as proposed by the Senate. 

Amendment No. 8—Sacramento River: Inserts language as proposed 
by the Senate. 

Amendment No. 9—Niagara power development: Appropriates 
$100,000 instead of $900,000 as proposed by the Senate. 


CANAL ZONE GOVERNMENT 


Amendment No. 10—Canal Zone government: Appropriates $18,- 
000,000 instead of $16,139,500 as proposed by the House and $18,- 
822 ‘er as proposed by the Senate. 

Amendments Nos. 3 and 4 contain the funds for rivers and har- 
ue a flood-control projects, respectively. It is the intention of 
the conferees that the funds contained in amendment No. 3 for rivers 
and harbors shall be allocated as follows: 


4 
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Rivers and harbors 


Alabama: Demopolis lock and dam $4, 500, 000 
Arkansas: Arkansas River and tributaries t, 000, 000 
Florida: 

Jim Woodruff lock and dam 10, 330, 000 

Intracoastal Waterway, Jacksonville to Miami 2, 000, 000 
Georgia: Buford Dam 3, 000, 000 
I}linois: 

Chain of Rocks Canal 1, 150, 000 

Mississippi River between the Missouri River and Minneapolis 70, 000 
Iowa: 

Keokuk, lock 19 : 1, 000, 000 

Missouri River from Kansas City, Mo., to Sioux City, Iowa 4, 250, 000 
Maryland: Baltimore Harbor ‘ 500, 000 
Massachusetts: Channel, Buzzards Bay to Buttermilk Bay 25, 800 
Minnesota: St. Anthony Falls 1, 350, 000 
Missouri: Missouri River, Kansas City to the mouth 2, 300, 000 
New Jersey: 

Newark Bay, Hackensack and Passaic Rivers 500, 000 

New York and New Jersey channels 900, 000 
New York: 

Buffalo Harbor 136, 000 

New York Harbor; entrance channels andfanchorage areas 524, 000 
Ohio: Cleveland Harbor_- 7 1, 750, 000 
Oregon: 

MeNary lock and dam 63, 000, 000 

The Dalles lock and dam 20, 000, 000 


Pennsylvania: 
Monongahela River, lock 2 


2, 700, 000 
Schuylkill River (culm removal) 1, 000, 000 
‘Tennessee: 
Cheatham lock and dam__- 5, 000, 000 
Old Hickory lock and dam 10, 000, 000 
Texas: Gulf Intracoastal Waterway, Galveston district 1, 150, 000 
Washington: Chief Joseph Dam 15, 000, 000 
Reduction in salaries and expenses_ 1, 000, 000 
Planning ~ 405, 000 
Current expenses 77, 948, 000 
Total, rivers and harbors 236, 788, 800 


Of the above amount for current expenses, $675,000 is allowed for 
river and harbor studies to be allocated as follows: General, $400,000; 
Arkansas-White-Red River Basin survey, $115,000; and New York- 
New England survey, $160,000. 

In addition, $45,107,900 is allowed for maintenance of channels and 
harbors, with $2,000,000 to be allocated for realinement of the Mis- 
souri River at St. Joseph, Mo.; $20,118,000 is allowed for operation 
and care of locks, dams, and canals; and $3,100,000 is approved for 
operation and care of multiple-purpose projects. 

The conferees are in unanimous agreement that the funds approved 
for the Missouri River from Kansas City to Sioux City and Kansas 
City to the mouth are to be used only for bank stabilization work. 

The amount of $663,000 is allocated for salaries and expenses, Office, 
Chief of Engineers. 

The conferees are agreed that not to exceed $250,000 of the funds 
appropriated herein shall be available for the repair of lock and dam 10 
on the Muskingum River at Zanesville, Ohio. The use of these funds 
shall be contingent upon local interests supplying the remaining funds 
needed to repair the dam and upon their agreeing to take over opera- 
tion and maintenance of lock and dam 10 in the future. 
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(2) It is the intention of the conferees that the funds contained in 
amendment No. 4, flood control, shall be allocated as follows: 


Flood control, general 


Arizona: Tucson 
Arkansas: 
Blakely Mountain Reservoir 
Bull Shoals Reservoir 
Red River levees and bank stabilization below Denison Dam 
California: 
Cherry Valley Reservoir 
Folsom Reservoir 
Isabella Reservoir 
Los Angeles County drainage area 
Merced County stream group 
Pine Flat Reservoir 
San Antonio Reservoir 
Whittier Narrows Reservoir- 
Connecticut: Mansfield Hollow Reservoir 
Florida: Central and southern Florida 
Georgia: Clark Hill Reservoir 
Idaho: 
Albeni Falls Reservoir 
Lucky Peak Reservoir 
Illinois: 
Columbia drainage and levee district 
East Cape Girardeau and Clear Creek drainage district 
East St. Louis and vicinity 
Farm Creek Reservoirs 
Grand Tower drainage and levee district 
Prairie du Rocher and vicinity 
Wood River drainage and levee district 
Indiana: 
New Albany 
Vincennes 
Kansas: 
Hutchinson 
Kansas Citys, Mo. and Kans 
Missouri River agricultural levees 
Tuttle Creek Reservoir 
Wichita and Valley Center 
Kentucky: 
Ashland 
Covington 
Louisville 
Maysville 
Pineville 
Louisiana: Natchitoches Parish 
Maryland: Cumberland, Md., and Ridgelev, W. Va 
Minnesota: 
Aitken - po ate 
Red River of the North 
Missouri: 
Perry County levee districts Nos. 1, 2, 3___- 
Table Rock Reservoir__..........--.----. 
BAS SEAVTO. es ek 
Nebraska: Gavins Point Reservoir__- 
New Mexico: 
Jemez Canyon Reservoir- - ----- 
Rio Grande floodway - - - - -- oe 
New York: Corning. ------- i a 
North Carolina: John H. Kerr Reservoir 
North Dakota: Garrison Reservoir 
Oklahoma: 
Fort Gibson Reservoir--_ -_- 
Oklahoma City floodway - _--- 
Tenkiller Ferry Reservoir___- 


$400, 000 


6, 600, 000 
1, 000, 000 
325, 000 


, 250, 000 
000, 000 
000, 000 
000, 000 
200, 000 
, 750, 000 
000, 000 
, 500, 000 

540, 000 
5, 000, 000 
, 100, 000 


ole sabo 


Cl = OO 


— 


7, 000, 000 
, 000, 000 


~" 


300, 000 
225, 000 
1, 300, 000 
929, 300 
720, 000 
656, 000 
848, 000 


231, 000 
500, 000 


1, 400, 000 
3, 750, 000 

500, 000 
, 000, 000 
, 000, 000 


bh vr 


780, 000 
$25, 000 
, 250, 000 
, 000, 000 
250, 000 
350, 000 
1, 150, 000 


— pe 


600, 000 
625, 000 


800, 000 
3, 000, 000 
350, 000 
7, 750, 000 


2, 155, 000 
350, 000 
750, 000 

6, 840, 000 

31, 000, 000 


525, 000 
800, 000 
2, 125, 000 











CIVIL FUNCTIONS APPROPRIATIONS BILL, 1953 


a | 


Flood control, general—Continued 


Oregon: 
Detroit Reservoir 


$10, 350, 000 


Lookout Point Reservoir 16, 625, 000 
Willamette River bank protection 100, 000 
Pennsylvania: 
Conemaugh Reservoir 1, 000, 000 
East Branch Clarion River Reservoir &50, 000 
Swoversville and Forty-Fort 400, 000 
Williamsport 1, 042, 500 
South Dakota: 
Fall River Basin 27, 000 
Fort Randall Reservoir 32, 500, 000 
Oahe Reservoir 3, 000, 000 
‘Tennessee: 
Center Hill Reservoir 250, 000 
Dale Hollow Reservoir : 1, 491, 000 
Memphis, Wolf River, and Nonconnah Creek 700, 000 
Texas: 
Belton Reservoir ; 2, 500, 000 
Dallas floodway 1, 000, 000 
Fort Worth floodway 700, 000 
Garza-Little Elm Reservoir 4, 200, 000 
Lavon Reservoir____ 162, 000 
‘Texarkana Reservoir__ 5, 000, 000 
Whitney Reservoir 175, 000 
Snagging and clearing. 800, 000 
iimergency bank protection. 350, 000 
Sec. 212 projects 850, 000 
Reduction in salaries and expenses__- -1, 201, 000 
Planning - — - 850, 000 
Current expenses 9, 222, 000 
Total, flood control - ‘= 255, 742, 800 


Of the above amount for current expenses, $1,800,000 is allowed 
for preliminary examinations and surveys, to be allocated as follows: 
General, $1,200,000; Arkansas-White-Red River Basin survey, 
$340,060; and New York-New England survey, $250,000. 

The amount of $663,000 is allocated for salaries, Office, Chief of 
Engineers. 

The conferees are in agreement that of the $850,000 allowed for 
planning $50,000 shall be allocated to Hartwell Reservoir, S. C. 

(3) With respect to amendment No. 6, the conferees are in com- 
plete agreement that the Corps of Engineers shall use as much of the 
funds recommended therein as will not seriously impair the continua- 
tion of projects provided for in the budget estimates for construction 
of the Yazoo City cut-off and the lower St. Francis River Basin. 

CLARENCE CANNON, 
Joun H. Kerr, 
Louis C. Rapavt, 
FreD MARSHALL, 
GLENN R. Davis, 
Geratp R. Foro, Jr., 
JOHN TABER, 
Managers on the Part of the House. 
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SUPPLEMENTAL APPROPRIATION BILL, 1938 ad. 
Juxuy 5, 1952.—Ordered to be printed O ~ = 


Mr. Tuomas, from the committee of conference, submitted ‘the 
following 


CONFERENCE REPORT 


[To accompany H. R. 8370] 


The committee of conference on the disagreeing votes of the two 
Houses on certain amendments of the Senate to the bill (H. R. 8370) 
making supplemental appropriations for the fiscal year ending June 
30, 1953, and for other purposes, having met, after full and free con- 
ference, have agreed to recommend and do recommend to their re- 
spective Houses as follows: 

That the Senate recede from its amendments numbered 5, 6, 12, 16, 
18, 20, 21, 22, 27, 28, 29, 35, 54, 55, 56, 58, 59, 81, 82, 90, and 91. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 2, 8, 9, 11, 13, 14, 15, 17, 19, 23, 24, 25, 26, 
31, 36, 37, 42, 43, 44, 45, 48, 49, 60, 61, 62, 65, 66, 69, 70, 71, 74, 83, 
85, 88, 89, 92, 93, 94, 95, 96, 97, 98, 99, and 100, and agree to the same. 

Amendment numbered 7: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment 
as follows: 

In lines 2 and 3 of the matter inserted by said amendment, strike 
out the following: to remain available until June 30, 1958,; and the 
Senate agree to the same. 

Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $15,000,000; 
and the Senate agree to the same. 
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Amendment numbered 33: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended as 
follows: 

In lieu of the sum named insert $262,500; and the Senate agree to 
the same. 


Amendment numbered 34: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 34, and agree to the same with an amendment 
as follows: 

In line 4 of the matter inserted by said amendment, strike out the 
following: “fiscal year 1953,”; and the Senate agree to the same. 


Amendment numbered 38: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 38, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and the sum proposed, insert the 
following: $88,094,000, of which $50,000,000 shall be available only for 
the weapons program; and the Senate agree to the same. 


Amendment numbered 39: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 39, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $27,909,900; 
and the Senate agree to the same. 


Amendment numbered 40: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 40, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,183,498; 
and the Senate agree to the same. 


Amendment numbered 46: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 46, and agree to the same with an amendment 
as follows: 

In line 4 of the matter inserted by said amendment strike out 
$1,750,000” and insert in lieu thereof $1,648,275; and the Senate 
agree to the same. 


Amendment numbered 47: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 47, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $250,000; 
and the Senate agree to the same. 
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Amendment numbered 51: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 51, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended as 
follows: 

In lieu of the sum of ‘$600,090,000” insert $585,510,000; and the 
Senate agree to the same. 


Amendment numbered 52: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 52, and agree to the same with an amendment as 
follows: 

Restore the matter stricken out by said amendment, amended as 
follows: 

In lieu of the sum of ‘$386,409,840” insert $361,254,840; and the 
Senate agree to the same. 


Amendment numbered 68: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 68, and agree to the same with an amendment as 
follows: 

In the third line of the proposed amendment, after the word 
“programs’’, insert the following: , other than those financed from funds 
contained in this chapter,; and the Senate agree to the same. 


Amendment numbered 72: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 72, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $2,875,000; 
and the Senate agree to the same. 


Amendment numbered 73: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 73, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $3,750,000; 
and the Senate agree to the same. 


Amendment numbered 75: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 75, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $28,750,000; 
and the Senate agree to the same. 


Amendment numbered 76: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 76, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,100,000; 
and the Senate agree to the same. 
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Amendment numbered 77: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 77, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,875,000; 
and the Senate agree to the same. 


Amendment numbered 78: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 78, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by’ said amendment insert $60,000,000 ; 
and the Senate agree to the same. 


Amendment numbered 80: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 80, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,500,000; 
and the Senate agree to the same. 


Amendment Numbered 84: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 84, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $20,000,000; 
and the Senate agree to the same. 


Amendment numbered 86: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 86, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert Documents Numbered 144, 154, and 157; and the Senate agree 
to the same. 


Amendment numbered 101: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 101, and agree to the same with an amendment 
as follows: 

; a the matter stricken out by said amendment, amended as 
OLLOWS: 


Change the section number to “Src. 1411”; and the Senate agree 
5 ’ > 
to the same. 


Amendment numbered 102: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 102, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 1412; and 
the Senate agree to the same. 
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Amendment numbered 103: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 103, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 1413; and 
the Senate agree to the same. 


Amendment numbered 104: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 104, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 1414; 
and the Senate agree to the same. 


Amendment numbered 105: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 105, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 1415; 
and the Senate agree to the same. 


Amendment numbered 106: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 106, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert 14/6; 
and the Senate agree to the same. 


The committee of conference report in disagreement amendment 
numbered 41. 
CLARENCE CANNON, 
GrEOoRGE Manon, 
ALBERT THOMAS, 
Jamie L. WHITTEN, 
J. VAUGHAN Gary, 
JoHN TABER, 
R. B. WicGLesworrs, 
GLENN R. Davis, 
Managers on the Part of the House. 


KENNETH McKELLAR, 
Cart Haypen, 
JosepH C. O’MAHONEY, 
Homer Ferrcuson, 
Guy Corpbon, 

Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the further conference on 
the disagreeing votes of the two Houses on the amendments of the 
Senate to the bill (H. R. 8370) making supplemental appropriations 
for the fiscal year ending June 30, 1953, and for other purposes, submit 
the following statement in explanation of the effect of the action agreed 
upon and recommended in the accompanying conference report as to 
each of such amendments, namely: 

Amendment No. 2: Inserts formal language in the bill. 

Amendment No. 5: Strikes from the bill language proposed by the 
Senate. 

Amendment No. 6: Strikes out an appropriation for the Joint Com- 
mittee on Immigration and Nationality Policy proposed by the Senate. 


CHAPTER III 


DEPARTMENT OF COMMERCE 


Amendment No. 7: Makes appropriation for airport claims as pro- 
posed by the Senate. 


CHAPTER IV 
TREASURY DEPARTMENT 


Amendment No. 8: Appropriates $5,200,000 for operating expenses 
of Coast Guard as proposed by the Senate instead of $4,500,000 as 
proposed by the House. 

Amendment No. 9: Appropriates $625,000 for retired pay, Coast 
Guard, as proposed by the Senate instead of $600,000 as proposed by 
the House. 


GOVERNMENT CORPORATION 


Amendment No. 10: Provides $15,000,000 for administrative 
expenses of Reconstruction Finance Corporation instead of $14,500,000 
as proposed by the House and $16,000,000 as proposed by the Senate. 


CHAPTER V 
FEDERAL Security AGENCY 


Amendment No. 11: Appropriates $60,000,000 for school construc- 
tion as proposed by the Senate instead of $80,000,000 as proposed by 
the House. 

Amendment No. 12: Restores formal language to the bill. 

Amendments Nos. 13, 14, and 15: Strike from the bill appropriations 
for pay act costs proposed by the House. 

Amendment No. 16: Appropriates $69,750 for Public Health 
Service as proposed by the House. 


6 
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Amendment No. 17: Strikes from the bill an appropriation for the 
Public Health Service proposed by the House. 

Amendment No. 18: Appropriates $7,500 for the Public Health 
Service as proposed by the House. 

Amendment No. 19: Strikes from the bill an appropriation for the 
Public Health Service proposed by the House. 

Amendments Nos. 20, 21, and 22: Make appropriations for the 
Public Health Service as proposed by the House. 

Amendments Nos. 23, 24, 25, and 26: Strike from the bill appro- 
priations for the Public Health Service proposed by the House. 

Amendments Nos. 27 and 28: Make appropriations for the Public 
Health Service as proposed by the House. 

Amendment No. 29: Appropriates $500,000 for hospitals and medi- 
cal care as proposed by the House instead of $750,000 as proposed by 
the Senate. 


CHAPTER VII 
DEPARTMENT OF THE INTERIOR 


Amendment No. 31: Corrects a chapter number. 

Amendment No. 33: Reinserts a House item for emergency repairs 
and replacement of buildings and utilities damaged by fire, storm, 
and flood. Appropriates $262,500 instead of $525,000 as proposed by 
the House. The funds made available are to be used for buildings and 
utilities only, and not for roads, parkways or trail construction. 

Amendment No. 34: Appropriates $240,000 for further research 
and control activities in combatting the sea lamprey in the Great 
Lakes. 

Amendment No. 35: Strikes out the amendment of the Senate to 
provide funds for construction of Minnesota transmission lines. 
The item has been stricken from the bill with the understanding that 
it will be given very careful consideration if it is proposed in the 
budget for 1954. 


CHAPTER VIII 
INDEPENDENT OFFICES 
Amendment No. 36: Corrects a chapter number. 
EXECUTIVE OFFICE OF THE PRESIDENT 


Amendment No. 37—Alterations and repairs, Executive Mansion: 
Strikes out the provision of the House providing $50,000 for extraor- 
dinary alterations, repairs, and so forth, of the Executive Mansion 
and the White House Office, as proposed by the Senate. 


ATOMIC ENERGY COMMISSION 


Amendments Nos. 38, 39, and 40—Operating expenses: Appropriate 
$88,094,000 for operating expenses instead of $35,000,000 as proposed 
by the House and $141,188,000 as proposed by the Senate, and limits 
the amount available only for the weapons program to $50,000,000 
instead of $30,000,000 as proposed by the House; limit funds available 
for expenses of program direction and administration personnel to 
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$27,909,900 instead of $25,064,275 as proposed by the House and 
$30,755,526 as proposed by the Senate; and limit funds available for 
expenses of travel to $3,183,498 instead of $2,709,350 as proposed by 
the House and $3,657,647 as proposed by the Senate. 

Amendment No. 41: Reported in disagreement. 


FEDERAL TRADE COMMISSION 


Amendment No. 42—Salaries and expenses: Provides $125,000 as 
proposed by the Senate. 


HOUSING AND HOME FINANCE AGENCY 


Amendment No. 43—Limitation on administrative expenses: Strikes 
out the provision of the House and inserts the proposal of the Senate 
in this connection. 


SMITHSONIAN INSTITUTION 


Amendment No. 44—Salaries and expenses, National Gallery of 
Art: Appropriates $187,500 for such purpose as proposed by the 
Senate. 


TENNESSEE VALLEY AUTHORITY 


Amendments Nos. 45 and 46: Appropriate $150,000,000 as pro- 
posed by the Senate instead of $85,000,000 as proposed by the House; 
and provide $1,648,275 for expenses of travel instead of $1,750,000 
as proposed by the Senate. 


WAR CLAIMS COMMISSION 


Amendment No. 47—Administrative expenses: Appropriates $250,000 
for such purpose instead of $100,000 as proposed by the House and 
$400,000 as proposed by the Senate. 


CHAPTER IX 
DEPARTMENT OF DEFENSE 
TITLE I—MILITARY PUBLIC WORKS 


Amendment No. 48: Corrects a chapter number. 

Amendment No. 49: Inserts formal language proposed by the 
Senate. 

Amendment No. 51—Department of the Army: Appropriates $585,- 
510,000 for military construction, Army. The House had proposed a 
total of $600,090,000. The Senate had stricken the entire amount 
from the bill. The reduction of $14,580,000 recommended below the 
House amount represents entire line item projects deleted in the con- 
ference agreement on the authorization bill, H. R. 8120, as compared 
with the House version of that bill. 

Amendment No. 52—Department of the Navy: Appropriates $361,- 
254,840 for public works, Navy. The House had proposed a total of 
$386 ,409,840. The Senate had stricken the entire amount from the 
bill. The net reduction of $25,155,000 recommended below the 
House amount represents $28,527,000 reduced by the conference 
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agreement on H. R. 8120 as compared with the House version, and 
$3,372,000 added as provided in H. R. 8120 for naval aviation training 
at Lincoln, Nebr. 

Amendment Nos. 54 and 55—Department of the Air Force: Appro- 
priate $1,200,000,000 for acquisition and construction of real property, 
Air Force, as proposed by the House. The Senate had stricken the 
entire amount from the bill. 

Amendment No. 56: Restores the provision of the House restricting 
the use of cost-plus-fixed-fee contracts within the continental United 
States. 

Amendment No. 58: Restores provisions of the House restricting 
the construction, replacement, or reactivation of any bakery, laundry, 
or dry-cleaning facilities, and prohibiting the establishment or mainte- 
nance of a separate supply service for the Air Force. 

Amendment No. 59: Corrects a section number. 


TITLE II—DEPARTMENT OF THE ARMY 
ALASKA COMMUNICATION SYSTEM 


Amendment No. 60—Construction: Strikes out, as proposed by the 
Senate, the provision of the House earmarking $5,000 for painting a 
specific building in Alaska. 


CHAPTER X 
DEPARTMENT OF DEFENSE 


Amendments Nos. 61 and 62: Insert formal language in the bill as 
proposed by the Senate. 


CHAPTER XI 
MutTvau SECURITY 


Amendment No. 65: Changes a chapter number as proposed by 
the Senate. 

Amendment No. 66: Places a limitation on the number of persons 
employed at per diem rates as proposed by the Senate. 

Amendment No. 68: Includes explanatory language of the Senate 
with an amendment. The committee does not intend that the quan- 
tity of American agricultural products or commodities be reduced 
below that heretofore purchased because of this language. 

Amendment No. 69: Strikes out language proposed by the House 
placing restrictions on employment of personnel. 
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CHAPTER XII 
EMERGENCY AGENCIES 


Amendment No. 70: Changes a chapter number as proposed by the 
Senate. 

Amendment No. 71: Appropriates $1,250,000 for Office of Defense 
Mobilization as proposed by the Senate instead of $1,000,000 as pro- 
posed by the House. 

Amendment No. 72: Appropriates $2,875,000 for Defense Produc- 
tion Administration instead of $2,750,000 as proposed by the House 
and $3,000,000 as proposed by the Senate. 

Amendment No. 73: Appropriates $3,750,000 for Small Defense 
Plants Administration instead of $3,500,000 as proposed by the House 
and $4,000,000 as proposed by the Senate. 

Amendment No. 74: Appropriates $1,500,000 for revolving fund as 
proposed by the Senate instead of $3,000,000 as proposed by the 
House. 

Amendment No. 75: Appropriates $28,750,000 for Department of 
Commerce instead of $25,000,000 as proposed by the House and 
$32,500,000 as proposed by the Senate. 

Amendment No. 76: Appropriates $3,100,000 for Department of 
the Interior instead of $2,500,000 as proposed by the House and $3,- 
500,000 as proposed by the Senate. 

Amendment No. 77: Appropriates $1,875,000 for Department of 
Labor instead of $1,750,000 as proposed by the House and $2,000,000 
as proposed by the Senate. 

Amendment No. 78: Appropriates $60,000,000 for Economic Sta- 
bilization Agency instead of $57,130,000 as proposed by the House 
and $75,000,000 as proposed by the Senate. 

Amendment No. 80: Appropriates $6,500,000 for General Services 
Administration instead of $5,000,000 as proposed by the House and 
$8,000,000 as proposed by the Senate. 

Amendments Nos. 81 and 82: Appropriate $8,000,000 for the 
Federal Civil Defense Administration as proposed by the House in- 
stead of $20,000,000 as proposed by the Senate. 

Amendment No. 83: Appropriates $15,000,000 for Federal Con- 
tributions as proposed by the Senate instead of $29,500,000 as pro- 
posed by the House. 

Amendment No. 84: Appropriates $20,000,000 for emergency sup- 
plies and equipment instead of $50,000,000 as proposed by the Senate. 


CHAPTER XIII 
Criaims, AupITED CLAIMS, AND JUDGMENTS 


Amendments Nos. 85 and 86: Inserts formal language in the bill 
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CHAPTER XIV 
GENERAL PROVISIONS 


Amendments Nos. 88 and 89: Insert formal language in the bill as 
proposed by the Senate. 

Amendments Nos. 90 and 91: Limit the amount which may be 
paid for automobiles by the Government to $1,400 as proposed by the 
House instead of $1,600 as proposed by the Senate. 

Amendments Nos. 92, 93, 94, 95, 96, 97, 98, 99, and 100: Insert 
formal language in the bill as proposed by the Senate. 

Amendment No. 101: Restores language proposed by the House. 

Amendments Nos. 102, 103, 104, 105, and 106: Correct section 
numbers. 

CLARENCE CANNON, 

GEORGE MAHON, 

ALBERT THOMAS, 

JAMIE L. WHITTEN, 

J. VAUGHAN Gary, 

JOHN TABER, 

R. B. WicGLesworta, 

GLENN R. Davis, 
Managers on the Part of the House. 
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> GARY 
Mr. Cannon, from the committee of conference, 
following 


submitted the 


CONFERENCE REPORT 
[To accompany H. R. 8370] 


The committee of conference on the disagreeing votes of the two 
Houses on the Senate amendment numbered 41 to the bill (H. R. 8370) 
making supplemental appropriations for the fiscal vear ending June 30, 
1953, and for other purposes, having met, after full and free conference, 
have agreed to recommend and do recommend to their 


respect ive 
Houses as follows: 


Amendment numbered 41: 


That the Senate recede from its disagreement to the House amend- 
ment to Senate amendment numbered 41, and agree to the 
an amendment as follows: 

In leu of the matter inserted by the House amendment to the 
Senate amendment insert the following: 

Plant and equipment: For an additional amount for “Plant and 
equipment’, including the purchase (not to exceed an additional one 
hundred) and hire of passenger motor vehicles, $2,898 800,000: Provided, 
That in connection with the expansion of facilities provided in this 
appropriation, the Commission is authorized without regard to section 
83679 of the Revised Statutes to enter into new contracts or modify existing 
contracts to provide for electric utility services for periods not exceeding 
twenty-five years, and such contracts shall be subject to termination by 
the Commission upon payment of cancellation costs of not to exceed 
$57,000,000, and any appropriation presently or hereafter made available 
to the Commission shall be available for the payment of such cancellation 
costs: Provided further, That no part of the foregoing appropriation shalll 
be available for the construction of any office building, residence, warehouse 
or similar structure, utility, or other specific portion or unit of a project, 
unless funds are available for the completion of such building, utili ity, 
or other specific portion or unit of such project. 


same with 


The foregoing prov 180 
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shall not be construed to prevent the purchase of land for any project, 
the construction of any new building or procurement of any machinery, 
equipment or materials therefor, nor any utility nor any portion or unit 
of a specific project if the funds are available to pay the cost of such land, 
the cost of such building, machinery, equipment or materials, or the cost 
of such utility or the cost of any such specific portion: or unit of such 
project. 
And the House agree to the same. 

CLARENCE CANNON, 

Grorce Manon, 

ALBERT THOMAS, 

JamMig L. Wuirren, 

Gienn R. Davis, 

Managers on the Part of the House. 

KenNeTtTH McKe.var, 

Cart Haypen, 

Par McCarran, 

JosepH C. O’MAHONEY, 

B. R. MaypBank, 

Homer Frrauson 


(Per G. C.), 
Guy Corpon, 
LEVERETT SALTONSTALL 
(Per G. C.), 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the further conference 
on the disagreeing votes of the two Houses on the amendments of the 
Senate to the bill (H. R. 8370) making supplemental appropriations 
for the fiscal year ending June 30, 1953, and for other purposes, sub- 
mit the following statement in explanation of the effect of the action 
agreed upon and recommended in the accompanying conference 
report as to each of such amendments, namely: 


ATOMIC ENERGY COMMISSION 


Amendment No. 41: Appropriates $2,898,800,000 instead of 
$1,450,000,000 as proposed by the House, and a total authorization 
of $3,518,800,000 as proposed by the Senate. The conferees request 
the Atomic Energy Commission to make an investigation at a cost 
of not to exceed $250,000 in connection with the proposed Hartwell 
project in South Carolina and Georgia with a view to determining its 
importance to the development of atomic energy plants in that area 
and to submit such report at the next session of Congress. 


CLARENCE CANNON, 

GEORGE MAHON, 

ALBERT THOMAS, 

JAMIE L. WHITTEN, 

GLENN R. Davis, 
Managers on the Part of the House. 
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Mir. Hevaney, from the Select Committee To Investigate the Use of 
@hemicals in Foods and Cosmetics, submitted the following 


CTY 


‘ 


REPORT 


[Pursuant to H. Res. 74, 82d Cong., Ist sess.] 


FLUORIDATION OF PUBLIC DRINKING WATER 
I. InrRopUcTION 


The Select Committee To Investigate the Use of Chemicals in Food 
Products was created under the provisions of House Resolution 323 
(8ist Cong., 1st sess.), agreed to June 20, 1950. Among other things, 
the resolution authorized and directed your committee to conduct a 
full and complete investigation of the nature, extent, and effect of 
the use of chemicals in the production, processing, preparation, and 
packaging of food products to determine the effect of the use of such 
chemicals upon the health and welfare of the Nation. The authority 
granted to the committee was extended by House Resolution 74 
(82d Cong., Ist sess.), agreed to February 2, 1951. 

In the interest of simplicity, the subject matter of the committee’s 
investigation was divided into four parts, and a separate report 
issued for each section. The first three reports, submitted on May 12, 
1952, June 17, 1952, and June 30, 1952, were entitled, respectively, 
‘Fertilizers,’ “Cosmetics,” and “Food.” Section 201 (f) of the 
Federal Food, Drug, and Cosmetic Act defines ‘‘food,’’ in part, as 
“articles used for food or drink for man or other animals.’’ Since 
water is a food, the committee’s views on the fluoridation of public 
drinking water could have been included in the food report. In view 
of the importance of the subject, however, the committee decided to 
consider it separately. Your committee, therefore, now respectfully 
submits its fourth and final report, entitled ‘Fluoridation of Public 
Drinking Water.” 

Seven days of public hearings were devoted, almost entirely to 
fluoridation. The committee confined itself to hearing scientific 
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testimony concerning the safety and efficacy of this procedure. 
Eighteen witnesses, qualified by their background and training, and 
representing both sides of this controversial subject, oechisintelt their 
views and recommendations. 


II. Discussion 


About 20 years ago scientists determined that the presence of 
fluorine in the drinking water of certain areas of the country was the 
cause of a permanent discoloration or mottling of the teeth of the 
inhabitants of these areas. Later, workers of the United States 
Public Health Service and others reported that, up to a point, an 
inverse relationship appeared to exist between the quantity of fluorine 
and the incidence of dental decay in persons consuming these waters. 
There also seemed to be a direct relationship between the quantity of 
fluorine in the water and the extent and severity of the mottling of 
dental enamel (1). 

Fluorine is a gas, and is found naturally in combination with various 
mineral salts as a fluoride compound (2). These compounds are very 
poisonous (3). The acute toxic effects of fluorides have little bearing 
upon the hazards which may be associated with its use in public 
drinking water for the purpose of reducing dental decay. As in the 
case of most chemicals used or saomneedl tet use in food, the hazard, 
if any, will result from the cumulative action of small quantities 
ingested over a relatively long period of time. 

he major portion of the scientific opinion in this country is that 
the.addition to communal water supplies of fluoride compounds, in a 
quantity sufficient to equal the proportion of about one part of 
fluorine to one million parts of water, presents no hazard to the public 
health. Such highly qualified and reputable organizations as the 
American Medieal Association, the National Research Council, the 
Ameriean Public Health Association, the American Dental Associa- 
tion, and the Association of State and Territorial Health Officers 
have endorsed the program of fluoridating the public drinking-water 
supply. The United States Public Health Service has issued an 
unqualified endorsement of the program (4). 

A minority view is held by a number of qualified scieutists, who 
believe that the safety of this procedure has not yet been sufficiently 
demonstrated. It is their position that the proponents of fluoridation 
are proceeding too rapidly in recommending that communities fluori- 
date their water supplies immediately (5). 

There is little, if any, dispute that children who drink water contain- 
ing approximately one part per million of fluorine from birth until the 
age of 8 or 9, while the teeth are beimmg formed, as a general rule will 
have fewer cavities than children drinking water containing no fluorine. 
The extent of the reduction of dental decay to be expected under such 
a program can only be approximated at this time, but estimates range 
from one-third to two-thirds reduction (6). In any event, regardless 
of what the exact percentage may be, a substantial reduction in the 
incidence of dental decay is to be expected under an artificial fluori- 
dation program, although a really precise estimate will not be available 
for several years, when controlled community pilot studies new under 
way are completed. Likewise, the severity and extent of the mottling 
of teeth which may occur among children ingesting the water are not 
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entirely clear. It appears that percentagewise, the number of children 
who may develop some mottling of their teeth as a result of fluorine 
ingestion will be very small. This may appear as white flecks in the 
tooth enamel, and in some cases may be present on the front teeth (7). 

The area of controversy concerning the fluoridation of water arises 
over the question whether a sufficient amount of investigation and 
study has been completed to justify a recommendation of universal 
application of this procedure at this time. As indicated earlier, the 
majority of scientific opinion is that fluoridation of drinking water in 
amounts up to one part per million of fluorine is safe. The view of the 
minority group is not that it is known that the ingestion of fluoridated 
water at one part per million will result in injury to health, but rather 
that it is not known with any degree of certainty exactly what subtle 
physiological effects may ensue and that a number of important 
questions still remain unanswered (8). 

It is known that fluorine is a very toxic element, but comprehensive 
chronic toxicity animal studies have not been conducted with water 
to which inorganic fluoride compounds have artificially been added 
(9). It was testified that normal kidney function will efficiently 
excrete almost all of the fluorine ingested through fluoridated water, 
and that the small amount that remains will be stored primarily in 
the bones and teeth, little being stored in the soft tissues with the 

ossible exception of the thyroid gland (10). However, no studies 

ave been published concerning the effect or disposition of fluorine if 
ingested by persons with impaired kidneys. Nor does it appear that 
any long-term controlled studies have been conducted to determine 
the precise effect of fluorine upon the soft tissues (11). It has recently 
been reported that the fluoride content of placental tissue taken from 
women residing in an area which fluoridates its water was considerably 
higher than the fluoride content of placental tissue from women 
residing in an area whose water supply contains merely trace amounts 
of fluorine. It is not known how much, if any, of the fluoride passes 
to the fetus, or whether it is harmful, healthful, or neutral to the 
mother or child (12). 

Proponents of fluoridation rely heavily upon epidemiological studies 
and analyses of the vital statistics of communities which have had 
natural fluorine in their drinking water for many years, to prove that 
inhabitants of such areas are not afflicted with any different or more 
severe illnesses than persons from nonfluoride areas. It is estimated 
that there are more than 3 million persons living in such communities 
(13). In an epidemiological study all observations are related to the 
group, and it is the group statistics which control. This type of study 
is contrasted with a clinical study, in which the observations remain 
related to the particular individual under study (14). It was the 
opinion of some of the witnesses that epidemiological studies or 
analyses of vital statistics could not be relied upon to determine 
whether the physical conditions of particular persons, such as those 
afflicted with a kidney ailment, would or would not be worsened by 
the ingestion of fluoridated water. Thus, the professor emeritus in 
biochemistry of the University of Wisconsin testified on this point: 

I wonder whether really there has been any accumulated evidence from expert 
examination to show that there were no untoward influences over the time. As 
a matter of fact, we simply do not know. 


As I always emphasize, the toxic limit is a tremendously important matter 
and when we find communities ingesting a fluorine content such as indicated and 
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nevertheless have gotten along well and apparently have had no recorded 
pathology, yet we wonder how well controlled was the examination and whether 
there is not something after all that did develop that we do not know anything 


about (15). 

Fluoridation proponents testified that there is no reason to believe 
that drinking water to which fluoride compounds have been added 
will have any effects different from water containing fluorine naturally. 
There was other testimony that it cannot be assumed with certainty 
that this will be so (16). 

In order to test, on a community-wide basis, the dental and other 
physiological effects of adding fluorides to drinking water, that is, 
whether the ingestion of fluoride compounds in water have the same 
effects, in every respect, as water containing natural fluorine, a 
series of pilot programs were inaugurated. In 1945, sodium fluoride 
was added to the water supplies of Grand Rapids, Mich., and New- 
burgh, N. Y. In 1946, similar projects were started in Evanston, Il., 
Sheboygan, Wis., Marshall, Tex., and Lewiston, Idaho (17). None 
of these pilot experiments has been completed. It is estimated that 
a minimum of 10 years is required to assess the advantages and dis- 
advantages, if any, of these programs. At least one of these studies 
is designed as a 15-year study (18). In none of these studies is the 
adult or old-age population being studied to determine what physio- 
logical effects fluoridated water will have on these groups (19). 

The Newburgh, N. Y., study, for example, is designed as a 10- to 
12-year study in order to allow for the calcification of the crowns of 
most of the permanent teeth. The neighboring city of Kingston, 
N. Y., whose water supplies are fluorine free, is being used as a control 
city. It was testified that about 3,200 children of each city are being 
examined periodically, dentally and medically. The data for the 
7-year medical examinations in Newburgh, and 6-year medical exam- 
inations in Kingston, show no difference in the findings among the 
children studied in these cities (20). But the official report of the 
Newburgh-Kingston study, published in June 1950, stated: 

The results thus far in the study have disclosed no deleterious systemic effects 
from the ingestion of fluoride in drinking water in the dosage employed. It must 
be emphasized, however, that a longer period of observation is required before 
final conclusions can be drawn. The possibility of demonstrating cumulative 
effects of fluoride in the final years of the 10-year study cannot be eliminated at 
this time (21). 

Among the special studies planned in conjunction with the New- 
burgh-Kingston experiment were comparative bone-density studies 
of the children, and studies to determine the mode of excretion of 
fluoride in the urine of children having impaired kidney function 
compared with a group of children of the same age with normal kidney 
function. The director of the study declared that the bone-density 
studies had not been conducted because the proper type of equipment 
could not be obtained. He testified that the urinary excretion studies 

-have been completed, but have not as yet been published. These 
data show variations in high and low retention. The children with 
damaged kidneys did not all show the same picture (22). Further- 
more, no study has been made of the effect of fluoridated drinking 
water, if any, on adults or the aged who may be suffering from chronic 
diseases or impaired kidney function (23). Proponents of fluoridation 
believe that the likelihood of injury to anyone from the ingestion of 
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fluoridated water in the amounts recommended is very remote, 
although it is admitted that investigative work on this problem has 
not been completed (24). 

None of the witnesses was irrevocably opposed to the principle of 
fluoridating water supplies for the purpose of reducing dental decay. 
It can be said that a number of scientists are opposed to the program 
at this time. In substance, their position is that there are too many 
unanswered questions concerning the safety of this procedure to per- 
mit recommendations to be made that would result in the consump- 
tion of fluoridated water by many millions of people every day of their 
lives. It is their view, generally, that recommendations for universal 
fluoridation of water supplies should not be made until further 
research into the effects of the ingestion of fluoridated water by 
adults, the aged and the ill is completed and final results of the 
studies now in progress known. These scientists maintain that 
when a highly toxic substance such as fluorine is recommended for 
inclusion into the Nation’s communal water supplies, so that every 
person, regardless of his age, state of health, or possible personal reac- 
tions to fluorine is required to drink it, affirmative evidence beyond a 
reasonable doubt should be presented that no one will be injured. 
They are not ready to accept the position, taken by one proponent 
of this program, that it is a “calculated risk” (25). They believe 
that the reduction of dental decay in the population is a highly com- 
mendable goal, but that the situation is not so serious today that 
risks should be taken with the health of even a small number of 
persons, at least until we know with some certainty what types of 
persons may be adversely affected and to what extent (26). This is 
especially true when alternatives to the fluoridation of public drinking 
water exist. Representatives of the United States Public Health 
Service testified that the periodic topical application of a fluoride 
solution to the teeth of children will result in a 40 percent reduction 
in dental decay. With this method, the substance is not ingested 
and no problems of possible toxicity and mottling are presented (27). 

We are learning more about the effects of fluorine every day. Thus, 
recent reports of laboratory research indicate that the effect of fluorides 
on dental decay may possibly be influenced considerably by the ab- 
sence or presence of magnesium in the water. Other studies suggest 
that it may not be safe for infants and other children suffering from 
malnutrition to drink fluoridated water, although properly nourished 
children will not be affected (28). 

Another problem to be considered is the mottling of teeth sometimes 
caused by fluorine. Even so-called mild mottling may be un- 
aesthetic. The testimony before the committee, including photo- 
graphs taken and statistics gathered by the proponents of fluorida- 
tion, indicate that some children will suffer some degree of discernible 
mottling of the teeth when fluorine in the amount of one part per 
million is added to drinking water (29). As stated by one expert 
witness, many may prefer that their children suffer from a de gree of 
mottling rather than from tooth decay greater than that which would 
be experienced if fluorine were not added to the drinking water (30). 
Others, however, may have a different opinion and may wish to make 
their own choice, not to have the decision made by others, even if the 
others constitute the large majority of the medical profession or of the 
general public. 
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The committee is not concerned with the term ‘mass medication.”’ 
The important problem is not whether fluoridation is or is not mass 
medication, but whether it contains any elements of hazard to any 
portion of the population. -Nevertheless, since the question was 
raised at the hearings, the committee wishes to point out that the 
fluoridation program does constitute medication, and medication with 
which the entire population must necessarily be treated. The term 
“drug”’ is defined, in part, in section 201 (g) of the Federal Food, Drug, 
and Cosmetic Act, as articles intended for use in the diagnosis, cure, 
mitigation, treatment, or prevention of disease in man or other ani- 
mals, and articles intended to affect the structure or any function of 
the body of man or other animals. Medicine deals with the preven- 
tion, cure, and alleviation of disease. A reduction of the incidence of 
dental disease is the aim of fluoridation. It issafe to say that fluorida- 
tion is mass medication without parallel in the history of medicine. 
An anology is vaccination, which is designed to prevent smallpox and 
not to treat persons who are afflicted with the disease. 

It may be contended that people must submit to vaccination re- 
gardless of their personal predilections. The difference is one of 
degree. Persons who are not vaccinated and contract smallpox may 
become disfigured or die. More important, they may endanger the 
entire community. The community health requires, therefore, that 
the wishes of the individual, including those of persons who may suffer 
some adverse reaction, be submerged. Even so, it is a physician who 
administers the medication and who watches the patient. Fluori- 
dated water, however, must be drunk by everyone and without per- 
sonal medical supervision or guidance. Furthermore, dental decay is 
not contagious, nor can it be said to constitute a serious danger to 
health. This would seem to be particularly significant since there are 
other methods (although perhaps not as efficient as the fluoridation 
of communal water systems) of reducing dental decay and, as indi- 
cated, other techniques of applying fluorides such as topical applica- 
tion, where no hazard whatever exists (31). 

There is no real similarity between the chlorination of water and the 
fluoridation of water. Chlorine is added to drinking water to destroy 
harmful bacteria in the water, whereas fluorides are added for the 
purpose of effecting a physiological change in the body which results 
in a reduction in the incidence of dental decay. It may be noted, 
in this connection, that chlorine may be gotten rid of readily by a 
slight heating of the water, whereas fluorides cannot be driven off by 
heating or boiling (32). 


Ill. ConcLtustons AND RECOMMENDATIONS 


The Surgeon General of the United States Public Health Service 
testified before the committee as follows on the problems created by 
the ever-increasing utilization of chemicals in our food supply: 


The contamination of air, water, food, and milk with chemicals and the result- 
ant effect on health is of concern to the Public Health Service. The rapidity 
with which new compounds are being introduced in the production, processing, 
storage, packaging, and distribution of foods is alarming, particularly in view of 
the fact that the toxic effects of so many of these chemicals and the compounds 
which they form when introduced into the food are unknown. Because of the 
fact that many individuals in the United States are exposed each day to these 
potential hazards, the Public Health Service wholeheartedly endorses the study 
which this committee is undertaking (33). 
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In the opinion of your committee, the fluoridation of the public 
drinking water of a significant portion of the population of the Nation 
is an integral part of the problem adverted to by the Surgeon General. 
Water is consumed by every person in a community, regardless of 
his age, physical condition, or possible personal reactions. It is essen- 
tial, therefore, that all the facts concerning fluoridation be dissemi- 
nated, and an opportunity given to the people of each community 
to decide for themselves whether they desire to assume, at this time, 
the calculated risk inherent in the program. 

The committee is of the view that a sufficient number of unanswered 
questions concerning the safety of this program exists as to warrant a 
conservative attitude. The committee believes that if communities 
are to make a mistake in reaching a decision on whether to fluoridate 
their public drinking water, it is preferable to err on the side of caution. 
This would seem to be particularly true since there are reasonable 
alternatives to fluoridating the public water supply, even if these 
alternatives are not quite as effective. ‘The topical application of 
fluorides to the teeth of children may be more cumbersome, and 
perhaps more expensive, than the simple addition of fluorine to drink- 
ing water. Nevertheless, it is a feasible program, and one which will 
provide comparable protection for children’s teeth for the period 
needed to acquire evidence beyond a reasonable doubt that no hazard 
exists to any portion of the population by reason of the addition of 
fluorides to drinking water. 

The advisability of fluoridating the public water supply of the 
Nation is essentially a local problem, to be determined for itself by 
each community. Your committee is not recommending that Federal 
legislation be enacted in this field. The committee strongly urges, 
however, that research now under way be continued and expanded and 
that further studies, not limited to an examination of the vital sta- 
tistics, be conducted to determine the long-range effects upon the aged 
and chronically ill of the ingestion of water containing inorganic 
fluorides. 

Respectfully submitted. 


JAMES J. DetaNry, New York, Chairman. 
THomas G. ABERNETHY, Mississippi. 

E. H. Heprick, West Virginia. 

Paut C. Jones, Missouri. 

A. L. Miuusr, Nebraska. 

Gorpvon L. McDonovau, California. 
Watt Horan, Washington. 
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(26) Hearings, part 3—1516, 1533-1535, 1585-1586. 

(27) Hearings, part 3—1516, 1522, 1611, 1621, 1671-1672, 1706. 

(28) Hearings, part 3—1510, 1577; Proceedings of Society for Experimental 
Biology and Medicine, 1951, vol. 78, 719-728; letter dated April 28, 1952, 
and attachments, from Dr. Albert E. Sobel, head, department of bio- 
chemistry, the Jewish Hospital of Brooklyn. 

(29) Hearings, part 3—1645, 1651-1654, 1682-1685. 

(30) Hearings, part 3—1696. 

(31) Hearings, part 3—1574, 1628, 1632, 1708. 

(32) Hearings, part 3—1537, 1600. 

(33) Hearings, 1950—129. 


1 Citations are to representative references, and are not intended to’reflect all supporting testimony. All 
reference citations indicate the committee hearing volume involved and the page numbers in that volume. 
The designation ‘‘1950” refers to the 878-page volume of the committee hearings held during 1950, entitled 
‘Chemicals in Food Products, Hearings Before the House Select Committee To Investigate the Use of 
Chemicals in Food Products, Eighty-first Congress, Second Session.”” The designation “ Part 1’’ refers to 
the 582-page volume of the hearings held during 1951, entitled “‘ Chemicals in Food Products, Hearings Before 
the House Select Committee To Investigate the Use of Chemicals in Food Products, Eighty-second Con- 
gress, First Session, Part 1.” The designation “ Part 2” refers to the volume containing pages 583-1053 
of the hearings held during 1951, entitled ‘‘Chemicals in Foods and Cosmetics, Hearings Before the House 
Select Committee To Investigate the Use of Chemicals in Foods and Cosmetics, Eighty-second Congress, 
First Session, Part 2.’’ The designation “ Part 3’’ refers to the volume containing the hearings held during 
1952, entitled ‘‘Chemicals in Foods and Cosmetics, Hearings Before the House Select Committee To In- 
vestigate the Use of Chemicals in Foods and Cosmetics, Eighty-second Congress, Second Session, Part 3.’’ 











ADDITIONAL VIEWS ON THE FLUORIDATION OF WATER 


I have signed the committee report on the question of fluorides in 
water. I agree with that report. 

In my opinion the United States Public Health Service has been 
premature in urging universal use of fluorides in water. They have 
gone beyond the scope of their duties, or what is expected of them by 
Congress and the people, in urging communities to adopt the universal 
fluoridation of water without knowi ing the results of experiments that 
are now in progress. 

The Public Health Service should concern itself with good public 
health measures and the prevention of disease. If it goes into the 
propaganda field, it will lose its effectiveness and the confidence of the 
public. The American Medical Association points out on page 1488 of 
the hearings, in the last sentence of its statement, and I quote: 


In places where children are subjected to warm temperatures and consequently 
drink large amounts of water, a lower concentration of fluorides may be necessary 


to avoid mottling of the teeth. 

In other words, in hot weather, not only children, but adults, drink 
from 2 to 10 times as much water as they would in cold weather, and 
thus would get a larger dose of fluorides. The possibility of storing 
the fluorides in the soft or bony tissues of the body might be a serious 
factor in undermining the health of the individual. 

I do feel that the judicious use of 1 p. p. m. of fluorides in water or 
milk will reduce dental caries in children by about 50 percent. The 
fluorides should be given from the first year through the ninth or 
tenth year. It has been pointed out that there are other factors that 
control dental caries—the diet, the amount of carbohydrates, and the 
general health of the child are perhaps of more importance than the 
question as to how much fluorides he may have in his drinking water. 

It should be pointed out that there are other ways of giving fluorides 
besides putting them into the water. Tablets are now available that 
can be given to the child two or three times a week; or drops can be 
placed in the milk that the youngster drinks. 

When it comes to figuring the cost, it should be remembered that 
if the formula from the Census Bureau is followed, only 1 person 
out of 8 in the population will be under 8 years of age. It is 
admitted dental caries are reduced about 50 percent from fluorides 
in the drinking water. Therefore, when considering the cost, you 
will only help 1 out of 8 people by putting fluorides in the communal 
water supply and that 1 by only 50 percent. 

The Food and Drug Administration won a lawsuit from a brewery 
because the brewery used fluorides in making beer. It is my under- 
standing also that the Food and Drug Administration would not 
permit the addition of fluorides to bottled water. 

I would also point out that while it is said generally that the Ameri- 
can Medical Association has given its unqualified approval to the use 
of fluorides in water, the hearings before the committee seem to make 
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such approval a qualified one. In the statement of the American 
Medical Association found on page 1709 of the committee hearings, 
the secretary of the association declared: 

The councils purposely refrained from making any recommendation that com- 
munities support or oppose projects for the fluoridation of water supplies. It 


was the opinion of the councils that this question should be answered by the 
dental profession. 


Also in the same statement, in speaking of the house of delegates, 
we find these words: 

Again, however, the house of delegates did not urge or recommend that any 
communities undertake to fluoridate their water supplies. 

From the above statements, it would seem that the councils and the 
house of delegates of the American Medical Association did not give 
an unqualified endorsement for the use of fluorides in drinking water. 

It should also be recognized that while there are some three or four 
maillion people living in areas where there are fluorides in the water, 
these fluorides come in a natural combination with other elements of 
nature. This can give an entirely different reaction than when raw 
fluorides by themselves are placed in the drinking water. 

In reading the testimony we do find that the very people of the 
United States Public Health Service who now so earnestly urge the 
use of fluorides in drinking water were, as late as 1950, according to 
their published papers, saying, and I quote: 

The evaluation of the effects of fluorides in water has not been established and 
must wait until the experiments now in progress are completed. 

Again, Dr. David Ast, who heads up the laboratory experiments 
in Newburgh and Kingston, N. Y., said in a recently published article 
in the American Journal of Public Health, and I quote: 

Final conclusions regarding the possible systemic effects of fluorides in the 
dosage employed should not be drawn before termination of the 10-year study. 

The public interest in the fluoridation of water is tremendous. I 
am convinced that further experiments should be carried on to 
ascertain what effects fluorides may have upon the child who is ill or 
upon the adult who has a chronic illness. These jexperiments are 
now in progress. ‘They should be completed before the universal use 
of fluoridation is recommended. 

T am convinced that many of the groups who now endorse fluorides 
in water are merely parroting each other’s opinions. They have 
done no original research work themselves. If the Public Health 
Service needs additional funds to carry on exhaustive experiments, 
money ought to be granted to it by the Congress. 

It should be understood that communities that desire to add 
fluorides to the water should, in justice to their people, give them 
complete information. Where communities have had an opportunity 
to vote upon the question of adding fluotides to the drinking water, 
it is generally rejected. They should know that it is still in the 
experimental category, and that experiments now in progress have 
not been completed. In my opinion, there is no urgency about the 
matter. 

A. L. MILuer. 
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EpucaTIONAL, TRAINING, AND LoAN GUARANTY 
Programs Unper GI But, 


September 8, 1952. 
Hon. Sam Raypurn, 


Speaker, House of Representatives, 
Washington, D.C. 

Dear Sir: Transmitted herewith is the report of the House Select 
Committee To Investigate the Educational, Training, and Loan Guar- 
anty Programs Under the GI Bill. This report is submitted pursuant 
to House Resolution 93, Eighty-second Congress, and deals exclusively 
with the veterans’ loan guaranty program. This report is submitted 
with the unanimous approval of the committee. 

Respectfully, 


Out E. Tracur, Chairman. 
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Mr. Tracur, from the House Select Committee To Investigate Edu- 
cational, Training, and Loan Guaranty Programs Under GI Bill, 
submitted the following 


REPORT 


{| Pursuant to House Resolution 93, 82d Cong. } 





VETERANS’ LOAN GUARANTY PROGRAM 


RECOMMENDATIONS OF THE COMMITTEE 


1. The Veterans’ Administration should be given authority by 
amendment to title III of the Servicemen’s Readjustment Act of 1944 
to supervise the contractual relationship between the veteran pur- 
chaser and the seller. The Veterans’ Administration should be au- 
thorized to require that contracts used by veteran purchasers in the 
purchase of new homes incorporate the plans and specifications on 
which the Veterans’ Administration bases its commitment to guaran- 
tee the loan. The Veterans’ Administration should be authorized to 
require protective features in the contract relating to closing costs and 
specific performance as to date of delivery. Sales contracts should 
include specific guaranties or warranties for a period of 1 year on 
heating, plumbing, and electrical fixtures, a dry basement, a sound roof 
and, if septic tanks are used, a satisfactory septic tank. The sales 
contract should stipulate that the dwelling has been erected in accord- 
ance with the minimum construction standards of the Veterans’ Ad- 
ministration and should provide that no deviations will be made from 
the plans and specifications incorporated in the contract except upon 
written agreement between the Veterans’ Administration, the pur- 
chaser, and the seller. 

2. The Congress, the Veterans’ Administration, and the Civil Serv- 
ice Commission should support a program which will provide ade- 
quate civil-service ratings and appropriations sufficient to attract 
competent professional employees in the fields of appraisal, land plan- 
ning, and architectural design. The Veterans’ Administration should 
intensify supervision of its appraisal and compliance inspection sys- 
tems. ; 

3. The Veterans’ Administration should be given authority by 
amendment to title III of the Servicemen’s Readjustment Act of 1944 
to furnish the veteran, at the time of application for a certificate of 
eligibility, with a booklet explaining the operation of the loan guar- 
anty program and describing the responsibility of the veteran, the 
builder, and the seller. This booklet should explain common legal 
terms used in real-estate transactions and should warn the veteran of 
common construction defects and of the dangers of inadequate sales 
contracts and sharp real-estate practices. 

4. The loan guaranty officer of the Veterans’ Administration re- 

ional office, Washington, D. C., should be removed and the Loan 
Tnateatie Division should be reorganized with a view toward enforc- 
ing a proper appraisal and compliance inspection system and properly 
handling complaints by veteran home owners. 
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. The United States attorney, Los Angeles, Calif., the Federal Bu- 
reau of Investigation, and the Inspection ‘and Inv estigation Service of 
the Veterans’ Administration are to be commended for their diligent 
efforts in dealing with the criminal conspiracy which scandalized the 
operation of the Loan Greeranty Division in the Veterans’ Adminis- 
tration regional office, San Diego, Calif. 

6. Title ITI of the Servic emen’s Readjustment Act of 1944 should be 
amended to establish criteria for the purpose of eliminating a conflict 
between the personal interests of the loan guaranty offic ials and the 
interest of the Federal Government. This amendment should specifi- 
cally prohibit the acceptance of gifts and gratuities by Veterans’ Ad- 
ministration employees from persons doing business with the Veterans’ 
Administration and should limit the outside activities of Veterans’ 
Administration employees in real-estate activities, construction, and 
lending companies when such activities tend to conflict with the inter- 
= of the Government. 

The Inspection and Investigation Service should be supported 
by the Administrator of Veterans’ Affairs and the Congress in in- 
augurating an inspection program calculated to prevent the develop- 
ment of serious irregularities in the operation of the loan guaranty 
program. 

8. Congress should give consideration to waiving the finality of 
determinations by the Administrator with regards to payments under 
title III of the Servicemen’s Readjustment ‘Act of 1944. Payments 
by the Veterans’ Administration under this title should be subject to 
review by the General Accounting Office. 

9. The Veterans’ Administration should be given authority by 
amendment to title III of the Servicemen’s Readjustment Act of 1944 
to enforce its minimum standards for planning, construction, and ac- 
ceptability on all new housing sold to veterans under a Veterans’ 
Administration guaranteed loan. 


Notrr.—This committee sponsored Public Law 550, Eighty-second 
Congress, July 16, 1952. Title III of the Servicemen’s Readjustment 
Act of 1944 was ‘amended by Public Law 550, Eighty-second Con- 

ress, during the course of this committee’s investigation and the fol- 
Cais corrective features were added: 

1. The Administrator of Veterans’ Affairs was given authority to 
prescribe minimum requirements for planning, construction, and gen- 
eral acceptability. 

2. The Administrator of Veterans’ Affairs was given authority to 
refuse to appraise any dwelling or housing project owned, sponsored, 
or to be constructed by any person identified with housing previous sly 
sold to veterans under title III as to which substantial deficiencies 
have been discovered or as to which there has been a failure or indicated 
inability to discharge contractual liabilities to veterans or as to which 
it has been ascertained that the type of contract of sale or the method 
or practices pursued in relation to marketing such properties were 
unfair or unduly prejudicial to veteran purchasers. 

3. The Administrator of Veterans’ Affairs was given authority to 
refuse temporarily or permanently to guarantee or insure any loans 
made by a lender or holder or to bar such lender or holder from acquir- 
ing loans guaranteed or insured under this title where the Adminis- 
trator finds that any lender or holder has failed to maintain adequate 
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loan accounting records or to demonstrate proper ability to service 
loans adequately or to exercise proper credit judgment or has willfully 
or negligently engaged in practices otherwise detrimental to the inter- 
est of veterans or the Government. 


CONCLUSIONS OF THE COMMITTEE 
INADEQUATE SALES CONTRACTS 


The Veterans’ Administration has no authority to supervise the 
contractual relationship between the veteran purchaser and the seller. 
2. A majority of sales contracts used in the sale of new homes to 
veteran purchasers are inadequate. These contracts afford little or no 
protection to the veteran purchaser, Plans and specifications are not 
incorporated into the contract; data relating to specific closing costs 
is inadequate; a definite performance date is not specified ; most con- 
tracts do not contain guaranties or warranties on heating, plumbing, 
and electrical fixtures or a guaranty for a dry basement, or for a 
SAINTS septic tank and sound roof. 
In many instances, contracts are inadequate in details relating to 
responaibilicy for streets, sidewalks, and sewers. 
4. Some real-estate operators attempt to abridge or invalidate the 
sales contract by requiring the veteran to sign a release at the time 
the loan is closed. 


PROBLEMS RELATING TO A MANDATORY WARRANTY 


A mandatory warranty to be enforced by a Federal agency raises 
a number of serious administrative complexities. The objective of a 
mandatory warranty can be accomplished without injecting the Fed- 
eral Government in the role of an umpire or mediator charged with 
the responsibility of adjudicating or enforcing a warranty. The 
veteran purchaser can be given adequate protection by granting the 
Veterans’ Administration authority to supervise the contractual ‘Tela- 
tionship between the veteran purchaser and the seller. The Veterans’ 
Administration should have authority to require the following pro- 
visions in sales contracts between veteran purchasers and sellers: 

1. The plans and specifications on which the Federal agency makes 
its commitment to guarantee or insure should be incorporated in the 
sales contract. 

2. The sales contract should stipulate that the dwelling has been 
erected in accordance with the minimum construction standards of 
the Veterans’ Administration. 

3. The contract should contain a provision that no changes will be 
made from the plans and specifications on which the F ederal agency 
based its commitment to insure or guarantee without prior written 
approval by the Veterans’ Administration, the purchaser, and the 
ae 

. The sales contract should contain a specific guaranty for a period 
ao 1 year of plumbing, heating, and electrical “fixtures, a dry base- 
ment, and a sound roof. If septic tanks or individual water systems 
are used, these should also be guaranteed for a period of 1 yea 

The contract should contain a definite basis for per Seaeuanaed by 
the builder. 
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APPRAISAL AND COMPLIANCE INSPECTION PROCEDURES 


1. Appraisal and compliance inspection activities are the most im- 
portant part of the Veterans’ Administration loan-guaranty pro- 
gram. The Congress, the Administrator of Veterans’ Affairs, and 
the Civil Service Commission should support a program which will 
provide civil-service ratings and appropriations sufficient to attract 
competent professional employees in the fields of appraisal, land 
planning, and architectural design. 

2. The use of fee appraisers and fee compliance inspectors is not 
fundamentally ana however, Veterans’ Administration policy 
should provide sufficient flexibility to increase salaried appraisers and 
compliance inspectors in rural and other areas where qualified fee 
personnel and inspectors are not available. 

3. The fee appraisal and compliance inspection systems can func- 
tion satisfactorily only if they are closely supervised by competent 
professional staff personnel. 

4. The appraisal and compliance inspection system must be super- 
vised very closely, since these systems are very susceptible to favorit- 
ism and haidienilad ion in the favor of builders and lenders. 

5. The Veterans’ Administration should not appraise and guarantee 
loans on any new housing which is not constructed in accordance with 
the minimum construction standards of the Veterans’ Administration 
and inspected for compliance during construction. 

6. The Loan Guaranty Service of the Veterans’ Administration 
should exercise close supervision over increases in reasonable value 
by staff personnel of the Loan Guaranty Division. 


RESPONSIBILITY OF THE VETERAN PURCHASER 


1. The Veterans’ Administration, home builders, real-estate groups, 
and veterans’ service organizations should intensify a campaign to 
educate the prospective veteran purchaser to his responsibilty in the 
purchase of a home under the veterans’ loan guaranty program. 

2. The Veterans’ Administration should furnish the veteran at the 
time of application for a Certificate of Eligibility with a booklet ex- 
plaining the operation of the loan guaranty program and describing 
the responsibility of the veteran, the builder, and the seller. This 
booklet should explain common legal terms used in real-estate trans- 
actions and the veteran should be warned of common construction 
defects and of the dangers of inadequate sales contracts. 


LOAN GUARANTY ACTIVITIES IN THE WASHINGTON METROPOLITAN AREA 


The operation of the loan guaranty program in the Washington 
metropolitan area has been unsatisfactory as a result of incompetence 
on the part of loan guaranty officials and favoritism toward certain 
builders, real-estate brokers, and fee compliance inspectors. The com- 
pliance inspection system has been virtually ineffective. The Wash- 
ington regional office has received so many complaints during the past 
year that it has been impossible to give these complaints proper at- 
tention. Real-estate prices in the Washington area have been inflated 
above reasonable values as a result of appraisal policies of the Wash- 
ington regional office. Staff employees of the Loan Guaranty Division 
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have granted price increases in excess of the reasonable values estab- 
lished by fee appraisers. In most instances, price increases could not 
be justified. Operation of the Loan Guaranty Division has been so 
unsatisfactory as to require a general reorganization. 


LOAN GUARANTY ACTIVITIES IN THE SAN DIEGO, CALIF., AREA 


The operations of the Loan Guaranty Division of the Veterans’ 
Administration regional office, San Diego, Calif., completely collapsed 
as a result of a widespread criminal conspiracy on the part of loan 
guaranty officials, Veterans’ Administration fee appraisers and inspec- 
tors, officials of lending institutions, and builders. The conspiracy 
involved bribery, circumvention of credit restrictions, making of false 
statements, and evasion of applicable regulations and procedures. 
Appraisals were manipulated in favor of certain builders, a compli- 
ance inspection system was virtually nonexistent. A few fee ap- 
praisers and inspectors received practically all of the assignments. 
Seventeen persons have been indicted by a grand jury and investiga- 
tions are continuing. 


IRREGULARITIES DISCLOSED BY INSPECTION AND INVESTIGATION SERVICE 
OF THE VA 


1. A review of reports by the Inspection and Investigation Service 
and this committee disclosed the following irregularities on the part 
of loan guaranty personnel : 

(a) Acceptance of gifts and gratuities on a widespread basis. 

(6) Acceptance of bribes and participation in conspiracies by some 
loan guaranty officials. 

(c) Purchase of homes by some loan guaranty officials under ques- 
tionable circumstances. 

(d) Favoritism to certain fee appraisers and fee compliance inspec- 
tors in some offices. 

(e) Favoritism to certain builders by expediting handling of their 
cases, granting unjustified price increases, and authorizing deviations 
and substitutions favoring the builder. 

(f) Interests in outside activities such as real-estate sales, construc- 
tion and lending companies, when such activities tended to conflict 
with the interest of the Government. 

2. The Inspection and Investigation Service of the Veterans’ Admin- 
istration has done an outstanding job in investigating irregularities 
in the loan guaranty operation ; however, the Inspection and Investi- 
gation Service should be authorized to make inspections calculated 
to prevent the development of serious irregularities. 


INTRODUCTION 


The veterans’ loan guaranty program created by the Servicemen’s 
Readjustment Act of 1944 and continued by the Veterans’ Readjust- 
ment Assistance Act of 1952 has had a tremendous impact on the 
economy of the Nation. Two million eight hundred and sixty-one 
thousand loans with an initial principal of more than $17,641,000,000 
have been guaranteed by the Veterans’ Administration. The contin- 
gent liability of the Federal Government on these loans is approxi- 
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mately $9,266,000,000. Administrative and benefit costs of the pro- 
gram are approaching one-half billion dollars. 

The net amount of default to date for which the Federal Govern- 
ment has sustained a liability is approximately $23,900,000. This 
represents about one-fourth of 1 percent of the original amount of 
guaranty or insurance of total loans made. 

This small amount of defaults is gratifying; however, we should 
not consider that it is necessarily indicative of future experience. 
There has been a rising real-estate market and there has been little 
excuse for a substantial number of defaults. A decline in economic 
conditions would no doubt have a serious effect on the percentage of 
default and subsequent liability to the Federal Government. 

When one realizes that the contingent liability of the Federal Gov- 
ernment may ultimately reach $20 billion under the veterans’ loan 
guaranty program, it becomes apparent that we must take steps to 
assure that the Federal Government assumes a minimum amount of 
risk in the undertaking. 

The Federal Government can minimize its risks by insuring the 
operation of an efficient appraisal system. Proper appraisals will 
prevent the veteran from paying more than the reasonable value for 
his home. Where the Government guarantees a portion of a loan on 
property sold in excess of its reasonable value, the veteran may make 
payments on his home for many years before he reduces his debt to 
the level of the actual value of the propervy. Defaults in these cases 
will invariably result in the Government assuming liability for the 
full amount of its guaranty. 

The Federal Government can insure itself against an unnecessary 
risk by exercising close supervision over land planning, architectural 
planning, and the quality of construction of those dwellings which it 
is called upon to insure. In the past, the Veterans’ Administration 
has not had adequate authority to regulate standards of planning and 
has not been supported by adequate appropriations in order that it 
could engage qualified technical personnel to enforce its minimum 
construction requirements. In view of the potential contingent lia- 
bility which the Federal Government assumes in a program of this 
nature, it is imperative that the program be regulated by highly 
trained technical personnel in order that the Federal Government will 
not be committed to the guaranty of questionable properties. Sub- 
stantial construction deficiencies and engineering failures of today will 
create the basis for a liability of the taxpayer in the future. It is 
imperative that the Congress and the Veterans’ Administration take 
steps to assure that the veteran purchaser and the taxpayer receive 
a maximum amount of protection in these transactions. This report 
and its recommendations are intended to assist in extending protection 
against substantial losses in the future on the part of the veteran 
purchaser and his guarantor, the taxpayer. 


Purpose OF THE COMMITTER 


The Select Committee To Investigate the Educational and Training 
Program Under the GI Bill was created August 28, 1950, pursuant to 
House Resolution 474, Eighty-first Congress. The committee created 
under House Resolution 474 conducted a limited investigation and 
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filed report No. 3253 to the Congress on January 2, 1951. The com- 
mittee was continued by the Eighty-sec ond aoe ess pursuant to 
House Resolution 93, approved February 2, 1951. 


Resolwed, That there is hereby created a select committee to be composed of 
nine Members of the House of Representatives to be appointed by the Speaker, 
one of whom he shall designate as chairman. Any vacancy occurring in the mem- 
bership of the committee shall be filled in the manner in which the original 
appointment was made. 

The committee is authorized and directed, effective January 3, 1951, to conduct 
a full and complete investigation, evaluation, and study of the alleged abuses in 
the education and training and loan guaranty programs of World War II veterans, 
and of action taken, or the lack of action taken by the responsible officers and 
employees of the Veterans’ Administration and State apprpving agencies to 
prevent abuses under Public Laws 16 and 346 (78th Cong.), as amended. 

The committee shall report to the House (or to the Clerk of the House if the 
House is not in session) as soon as practicable during the present Congress the 
results of its investigation, evaluation, and study, together with such recom- 
mendations as it deems advisable. 

For the purpose of carrying out this resolution, the committee is authorized 
to sit and act during the present Congress at such times and places within the 
United States whether the House is in session, has recessed, or has adjourned, 
to hold such hearings, and to require, by subpena or otherwise, the attendance 
and testimony of such witnesses and the production of such books, records, corre- 
spondence, memoranda, papers, and documeuts, as it deems necessary. Subpenas 
may be issued under the signature of the chairman of the committee or any 
member of the committee designated by him, and may be served by any person 
designated by such chairman or member. The chairman of the committee or any 
member thereof or any member of the committee staff may administer oaths 
to witnesses. 

House Resolution 93 extended the scope of the committee's investi- 
gation to the veterans’ loan guaranty program. The committee’s ac- 
tivities were continued by House Resolution 488, which provided addi- 
tional funds for the committee’s activities. ‘This report will deal 
exclusively with the veterans’ loan guaranty program. 


ScoPE OF THE INVESTIGATION 


Investigation and study of the veterans’ loan guaranty program was 
organized as follows: (1) Field investigations and public hearings; 

(2) review of investigations conducted by the Inspe ction- Investigation 
Service of the Veterans’ Administration and ot! er Federal agencies 
(3) review of recommendations by Veterans’ Administration loan 
guaranty officers; (4) review of statements and recommendations by 
organizations and associations interested in the veterans’ loan guaranty 
program; and (5) review of Veterans’ Administration regulations and 
directives pertaining to the loan guaranty program. 

The committee conducted field inv estigations and hearings in San 
Diego, Calif., where the general operation of the loan guaranty divi- 
sion of the regional office was studied. Testimony was taken from 
builders, lenders, Veterans’ Administration employees, fee appraisers 
and inspectors, and veteran home owners in connection with the opera- 
tion of the veterans’ housing program in San Diego. An investigation 
was conducted of the operation of the loan guaranty program in Wash- 
ington, D. C., and its metropolitan area. Hearings were conducted in 
connection with specific problems arising in several subdivisions, as 
well as administrative irregularities in the operation of the loan guar- 
anty division of the Washington, D. C.. regional office. The committee 
staff has reviewed reports of investigations conducted by the Inspec- 
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tion-Investigation Service, Veterans’ Administration, of loan guaranty 
operations in regional offices located in the following cities: 


Montgomery, Ala. Syracuse, N. Y. 

Los Angeles, Calif. Ashtabula County, Ohio 
San Diego, Calif. Dayton, Ohio 

Glendale, Calif. Oklahoma City, Okla. 
Wilmington, Del. Providence, R. I. 
Washington, D. C. Nashville, Tenn. 
Denver, Colo. Lubbock, Tex. 
Jacksonville, Fla. San Antonio, Tex. 
Miami, Fla. White River Junction, Vt. 
Detroit, Mich. Kansas City, Mo. 
Jackson, Miss. St. Paul, Minn. 

Albany, N. Y. ; Cleveland, Ohio 
Buffalo, N. Y. Brooklyn, N. Y. 


A questionnaire was sent to the loan guaranty officers of the 67 
Veterans’ Administration regional offices. Replies to the question- 
naire have been analyzed and pertinent portions of these replies ap- 
pear in another section of this report. 

The committee staff has reviewed individual problems submitted to 
the committee by hundreds of veteran home owners throughout the 
United States. Many of these cases have been explored with the 
Veterans’ Administration in an effort to secure corrective action in 
behalf of the veteran home owner. 


CHRONOLOGY OF THE LOAN GUARANTY PROGRAM AND RELATED 
Srarurory Funcrions 


GUARANTEED LOANS 


The Veterans’ Administration’s loan-guaranty program was first 
authorized by title ITI of the Servicemen’s Readjustment Act (Public 
Law 346, 78th Cong.) enacted June 22, 1944. Title III authorized 
the guaranty by the Veterans’ Administration of loans made to World 
War II veterans for the purchase, construction, alteration, or im- 
provement of homes, or in connection with farm or business enter- 
prises. The basic purpose of the law was to aid veterans in their 
postwar readjustment to civilian life by making available to them 
mortgage financing on liberal equity terms and at low interest costs. 

By June 25, 1952, over 2,861,000 loans, with an initial principal 
amount of more than $17,641,000,000, had been guaranteed by the 
Veterans’ Administration pursuant to title III of the GI bill, as 
amended. More than 2,718,000 loans were for housing in an initial 
principal amount of over $17 billion. Guaranteed farm loans num- 
bered 58,674 in an amount of $231 million, and guaranteed business 
loans totaled about 84,249 m number and $289 million in amount. 
It is of interest to note that, out of the nearly 234 million home loans 
guaranteed or insured under title III, claims have been paid in only 
13,991 cases. The net amount of claims paid on defaulted home loans 
as of June 25, 1952, was about eight one-hundredths of 1 percent of 
the principal amount of the home loans guaranteed or insured by the 
Veterans’ Administration. 
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Title III originally required as a condition of eligibility that the 
purchase price or cost of the property to the veteran could not exceed 
its “reasonable normal value” as determined by proper appraisal. 
The guaranty originally authorized was 50 percent of the principal 
amount of the loan up to a maximum guaranty of $2,000. 

The maximum interest rate was set at 4 percent per annum, and the 
maximum maturity at 20 years. Interest for the first year on the 
guaranteed portion of the loan was payable by the Administrator on 
the veteran’s behalf. The law placed no maximum on the amount 
of the loan, and a loan for the full amount of the purchase price of the 
property could be guaranteed so that no down-payment financing was 
permissible if the lender was willing to make the loan on such terms. 
In addition to the authorization of the guaranty of the “straight GI” 
loan, the act permitted the Veterans’ Administration to guarantee the 
full amount of a second-mortgage loan in cases where a first-mortgage 
loan was insured or guaranteed by another Federal agency (usually 
the Federal Housing Administration). The guaranty on such loans 
was limited by the $2,000 maximum, and the second-mortgage loan 
was not eligible for guaranty if the amount of such loan was in excess 
of 20 percent of the purchase price of the property. The guaranty 
of these loans was authorized under section 505 (a) of the act, and 
they were commonly referred to as “FHA-GI combination loans.” 

The first loan was guaranteed under title III in November 1944, 
and during 1945 the volume of applications for GI loans increased 
steadily from less than 1,000 during the month of January to nearly 
15,000 during the month of December. By December 29, 1945, a total 
of 58,334 loan applications had been received, and 49,219 loans had 
been approved for guaranty. 

During 1945 it became apparent that the provisions of the original 
act would not be adequate to achieve the objective of aiding large 
numbers of returning veterans in obtaining GI loans. Accordingly, 
the Congress amended the Servicemen’s Readjustment Act on Decem- 
ber 28, 1945 (Public Law 268, 79th Cong.). The major changes were: 
The maximum amount of guaranty was increased from $2,000 to $4,000 
for real-estate loans. “Reasonable value” of the property was sub- 
stituted as a criterion of eligibility in place of the previous limitation 
of “reasonable normal value.” The maximum maturity for home loans 
was increased from 20 to 25 years (and up to 40 years for farm real- 
estate loans), and an automatic guaranty procedure was established 
for loans made by supervised (i. e., institutional) lenders, to enable 
such lenders to complete a loan transaction without prior reference 
of the case to the Veterans’ Administration other than for a finding as 
to reasonable value. The guaranty of loans to refinance delinquent 
indebtedness was authorized (sec. 507) and an optional insured-loan 
procedure was provided which will be discussed elsewhere. The 
period of time during which veterans might use their guaranty en- 
titlement was extended until 10 years after the termination of the war. 
(The termination of the eligibility period was subsequently established 
as July 25, 1957, pursuant to Public Law 239, 80th Cong., enacted July 
25, 1947.) The payment of the interest on the guaranteed portion of 
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the loan for the first year was discontinued and instead a gratuity 
equal to 4 percent of the amount of guaranty or insurance used in the 
transaction was paid by the Veterans’ Administration to the lender 
for application on the veteran’s loan. 

New regulations were issued on March 1, 1946, implementing the 
changes authorized by Public Law 268. During the remaining months 
of 1946, due to the combined effect of the liberalization of the law and 
the peak impact of demobilization, loan volume increased very sharply, 
reaching a peak of about 66,000 applications per month in September 
and October 1946. By December 25, 1946, a total of 518,000 loans had 
been guaranteed or insured. The initial principal amount of these 
loans was nearly $2,600,000,000. 

Another action which tended to support the availability of GI loans 
during the latter part of 1946 was the enactment of legislation au- 
thorizing the Reconstruction Finance Corporation to provide a Gov- 
ernment secondary market for loans guaranteed or insured by 
Veterans’ Administration (Public Law 656, 79th Cong., August 7, 
1946). Although short-lived, since the authority to buy ‘GI loans was 
terminated on June 30, 1947 ‘(Public Law 132, 80th Cong.), a Recon- 
struction Finance C orporation subsidiary, the Reconstruction Finance 
Corporation Mortgage Company, did purchase approximately 25,000 
Veterans’ Administration-guaranteed loans with an original principal 
amount of about $150 million. 

During most of 1947, the volume of GI loan applications remained 
at rather high levels, although well below the demobilization peak 
of September and October 1946. By the end of 1947 a total of more 
than 1,100,000 GI loans, with a principal amount in excess of $6,- 
000,000,000, had been guaranteed or insured by the Veterans’ Adminis- 
tration. 

Public Law 864, Eightieth Congress, was enacted on July 1, 1948. 
This law authorized the Federal National Mortgage Association to 
provide a Government secondary market for Veterans’ Administra- 
tion-guaranteed or insured home and farm loans made after April 
30, 1948. The law also added an incontestability clause for Veterans’ 
Administration-guaranteed loans to the Servicemen’s Readjustment 
Act. 

The Housing Act of 1948, enacted August 10, 1948 (Public Law 
901, 80th Cong.), amended title III to provide that the Administra- 
tor could increase the interest rate for GI loans up to 444 percent 
with the approval of the Secretary of the Treasury, “if he finds that 
the loan market demands it.” Following an extensive study of the 
problem, the Administrator announced on January 3, 1949, that no 
change would be made in the 4 percent maximum interest rate at that 
time. There has been no change in the Veterans’ Administration’s 
position since that time. 

Minimum construction requirements were made mandatory for pro- 
posed construction effective December 12, 1948, in cases where the 
Veterans’ Administration was requested to make a determination of 
reasonable value in advance of the beginning of construction. The 
Veterans’ Administration’s minimum requirements paralleled similar 
requirements of the Federal Housing Administration. Housing not 
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built under the new minimum requirements was still eligible for GI 
financing, but the appraisal would be made only after ‘the housing 
was completed, and any deficiencies noted would be taken into account 
in establishing reasonable value. 

The downward trend in the Veterans’ Administration loan- applica- 
tion volume which began in October 1947 continued throughout 1948, 
with loan volume reaching a low point of 20,583 applications received 
during the month of March 1949. At about the same time, combina- 
tion FELA-VA loans reached a peak in relative importance. Section 
505 (a) loans were equal to 43 percent of all home loans closed in 
February 1949. Such loans did not represent 4-percent financing to 
the veteran because most of the FHA-insured first mortgages carried 
a 414 percent interest rate (later reduced to 414 percent in the spring 
of 1950) plus an additional one half of 1 percent annual insurance 
premium. 

On April 1, 1949, the Veterans’ Administration policies and pro- 
cedures regarding the collection, waiver, or compromise of veterans’ 
indebtedness arising from the payment of claims under the guaranty 
were announced. Thereafter veterans owing the Gov ernment a sum 
of money, paid to the lender when the Veterans’ Administration had 
to make good on the guaranty of a defaulted loan, could request the 
Veterans’ Administration to waive the right to collect all or part of 
their indebtedness to the Government. In certain cases, the right 
to collect. such indebtedness could be completely waived by the Vet- 
erans’ Administration, or collection could be limited to the offset of 
other Veterans’ Administration benefits to which the veteran might be 
or might become entitled. 

The interim housing amendments of Public Law 387, Eighty-first 
Congress (effective October 25, 1949), provided for a 100-percent 
secondary market in the Federal National Mortgage Association for 
GI loans in lieu of the previous requirement which limited the sale of 
GI loans and FHA loans to 50 percent of a lender’s originations. 

On November 30, 1949, Veterans’ Administration regulations were 
amended to authorize a flat 1 percent origination charge on GI first- 
mortgage loans in lieu of certain closing costs which the lender was 
permitted to charge against the veteran-borrower. 

In February 1950, the Federal National Mortgage Association im- 
posed stricter requirements for the purchase of Veterans’ Administra- 
tion loans, providing that (1) eligible loans could not be closed under 
the automatic procedure but must obtain Veterans’ Administration 
prior approval and (2) the loan amount could not exceed the purchase 
price ; i. e., closing costs must be paid in cash. In spite of these restric- 
tions, the Federal National Mortgage Association funds available for 
the purchase of GI loans were exhausted on March 20, 1950, and the 
issuance of further commitments was suspended. 

The Housing Act of 1950, enacted April 20, 1950 (Public Law, 475, 
8ist Cong.), made a number of important changes i in the loan-guar- 
anty provisions of the GI bill. The guaranty maximum on loans for 
home purchase was increased to $7,500 or 60 percent for veterans who 
had not previously used their entitlement, and the maximum tern for 
home loans was extended from 25 to 30 years. This law also made the 
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unremarried widows of certain veterans who died in service or from 
service-connected causes after discharge eligible for GI loan benefits, 
and authorized the Veterans’ Administration to restore the loan-guar- 
anty rights of veterans deprived of their property by condemnation, 
natural hazard, or other compelling cause. 

Under the new law, minimum construction requirements were made 
mandatory for the GI financing of all houses started after June 20, 
1950. To establish compliance by builders with the minimum con 
struction requirements, the Veterans’ Administration utilized the serv- 
ices of fee compliance inspectors in the local area. These inspectors 
are designated by the Regional Office Loan Guaranty Section, and 
their work is supervised by spot check and review of the individual 
inspector’s report by the salaried staff of technicians in the Veterans’ 
Administration regional offices. In addition, the Veterans’ Adminis- 
tration accepted housing which had been approved by Federal Hous- 
ing Administration salaried inspectors as having been built in com- 
pliance with the FHA minimum construction requirements. During 
the first few month following the statutory establishment of minimun 
construction requirements about 3314 percent of the homes built sub- 
ject to VA construction requirements were inspected by FHA salaried 
inspectors. Recently, FHA salaried inspectors have made about 20 
percent of the compliance inspections involving housing approved by 
VA. In most of these cases the Veterans’ Administration accepts the 
report of the FHA inspector, but in some instances theVA has a fee 
inspector make a final inspection in addition to the FHA inspection. 

The law also required the termination of the 505(a) combination 
FHA-VA loan at a date determined by the Veterans’ Administration, 
but not later than December 31, 1950. The Veterans’ Administration 
subsequently established October 20, 1950, as the termination date for 
the filing of 505(a) loan reports. 

Section 504 of Public Law 475 authorized and directed the Veterans’ 
Administration and the FHA to issue regulations limiting the fees and 
charges which the lender could make against the builder or veteran 
or other borrower in connection with the financing of new construc- 
tion. Implementing regulations were made effective July 12, 1950, 

Public Law 475 also provided additional fund authorizations for 
the Federal National Mortgage Association secondary market but took 
away FNMA’s authority to make advance commitments to buy Vet- 
erans’ Administration-guaranteed or FHA-insured loans for future 
delivery. However, when FNMA reopened for business on May 10, 
1950, on an over-the-counter basis, FNMA commitments to buy GI 
loans still exceeded $1,000,000,000. 

The Housing Act of 1950 (Public Law 475, 81st Cong.) was ap- 
proved on April 20, 1950. But well before that time an improve- 
ment in the availability of GI 4 percent loans had become evident. 
After the low point reached in the first quarter of 1949, a steady in- 
crease in the monthly rate of GI home-loan applications began. From 
a level of about 20,000 applications monthly in the first quarter of 
1949, the monthly rate climbed to over 40,000 in October and Novem- 
ber 1949, and by April 1950 had reached 50,000. 

Two of the basic factors accounting for the increased availability of 
GI financing were the support of the Government secondary market, 
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the FNMA, and a changed financial situation which increased the 
willingness of private investors to place funds in GI 4 percent loans. 

The enactment of the Housing Act of 1950, with its liberalizing 
features, together with a continuation of the housing boom, led to a 
further marked increase in GI loan applications. By August the 
monthly rate reached the all-time high of 71,000 applications. 

Following upon the Korean invasion, as a part of the Government’s 
program to apply restrictions to Government credit supports to hous- 
ing finance, the Veterans’ Administration, at the request of the Presi- 
dent, issued new instructions on July 19, 1950, which established for 
the first time a legal requirement that the veteran-borrower make a 
minimum down payment in connection with his home-purchase plan. 
For most types of loans the minimum down payment required was 5 
percent of purchase price or cost. 

The Defense Production Act of 1950, enacted September 8, 1950 
(Public Law 774, 81st Cong.), authorized the President to issue regu- 
lations prescribing minimum down payments and maximum maturi- 
ties for all residential real-estate financing guaranteed or insured by 
Government agencies, and authorized similar regulation of real-estate 
financing for newly built housing financed with conventional loans. 
On September 9, 1950, Executive Order 10161 delegated the authority 
to control residential credit for the Government sector to the Admin- 
istrator of the Housing and Home Finance Agency, and for non- 
Government-aided financing to the Federal Reserve Board, with the 
concurrence of the Housing Agency. Pursuant to this law, more 
stringent credit controls for GI loans were imposed effective October 
12, 1950, concurrently with the issuance of similar regulations con- 
cerning conventional and FHA loans. The regulations governing 
GI loans and FHA loans were made applicable to existing as well as 
new homes. Regulation X, covering conventional financing, was lim- 
ited under the law to houses constructed after August 3, 1950. 

The section of the Defense Production Act of 1950 (sec. 605) which 
authorized the placing of credit controls upon Government guaranty 
and insurance programs provided, however, that in the exercise of 
the powers the relative credit preferences of veterans should be pre- 
served. Consequently the October 12 credit-control regulations pre- 
scribed smaller minimum down payments for GI loans than for FHA 
or conventionally financed loans. The required down payment for 
GI loans ranged from 5 percent below a transaction price of $5,000 to 
13 percent at $10,000, and climbing steeply thereafter to 45 percent 
above $24,250. Also, the credit-control regulations permit longer loan 
maturities for GI loans in certain cases. 

A modified schedule of down payments was announced on March 
22, 1951, which provided that less stringent credit restrictions would 
apply to financing of homes in critical defense-housing areas desig- 
nated by the Housing and Home Finance Agency. Following the 
passage of Public Law 139, Eighty-second Congress (September 1, 
1951), credit controls were completely lifted with respect to pro- 
gramed housing in such critical defense-housing areas. 

To avoid retroactive effect, both the initial July 19 credit controls 
and the more severe restrictions applied by the October 12 regulations 
contained a number of grounds for exemption. For example, the 
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financing of a unit was exempted from the October 12 controls if an 
appraisal request was received from the Veterans’ Administration 
ane to the effective date, or where a written contract to buy or build 
iad been entered into by the veteran prior to October 12, 1950. 

Because of the overhang of exempted units, the restrictive effects of 
the credit controls and other limitations on building was not imme- 
diately reflected in the Veterans’ Administration statistics. However, 
the expected downward trend began to appear in early 1951. By July 
of 1951 the application rate for GI home loans had fallen to 32,000 as 
compared with nearly 60,000 in July of the preceding year. Other 
more sensitive indicators of projected trends, such as the number of 
appraisal requests for proposed construction, showed an even greater 
fall-off from the peak activity levels in 1950. 

The difficulties which veterans have experienced in many communi- 
ties in obtaining GI 4-percent loans was an additional factor explain- 
ing the falling off in program participation. Because of a huge over- 
hang of financial commitments entered into in the fall of 1950, and 
because of important changes in Government monetary policy affectin 
money yields taken in March 1951, many lenders reduced the volume o 
GI loans which they were willing to make. Some improvement was 
noted during the last quarter of 1951 as the huge backlog of outstand- 
ing loan commitments was digested by financing institutions and as 
high consumer savings created an additional pressure upon lender 
portfolio. 

In the Defense Housing and Community Facilities and Services Act 
(Public Law 139, 82d Cong.), enacted September 1, 1951, the Congress 
liberalized the credit requirements applicable to GI loans by reducing 
the amount of cash-down payment required by veterans in connection 
with the purchase of homes costing $12,000 or less. 

In the same measure many veterans theretofore barred from the 
more liberal $7,500 guaranty because of prior use of their entitlement 
were made eligible for the increased maximum. Also, in the new 
law the control of fees and charges against veterans and builders that 
was initiated in the Housing Act of 1950 was broadened to permit 
the Veterans’ Administration, together with the other Federal agen- 
cies concerned with home-loan financing, to control the imposition of 
fees upon the seller of existing property. Further protection against 
the imposition of excessive fees and charges on veterans was contained 
in Public Law 142, Eighty-second Congress, September 13, 1951, which 
provided that the sale of any property to a veteran under the loan 
program at a price in excess of the reasonable value, as determined 
by proper Veterans’ Administration appraisal, would render the re- 
sponsible parties liable to the veteran for damages. 

The considerable degree of secondary-market ge a which was 
provided for GI home loans by the Federal National Mortgage Asso- 
ciation was interrupted on April 2, 1952, when the FNMA suspended 
over-the-counter purchases due to an exhaustion of funds for such 
purpose. The Housing Act of 1952 (Public Law 531, 82d Cong., July 
14, 1952), however, which authorized a substantial increase in FNMA 
funds for the purchase of defense and disaster mortgages, also makes 
possible the release of a “set aside” fund, amounting to approximately 
$362,000,000, for use in over-the-counter purchases of FHA and VA- 
guaranteed loans. This favorable action with respect to the market- 
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ability of GI loans was, however, partially offset by another provision 
in the act which substituted a 50-percent limitation in the purchase 
of a lender’s GI-mortgage originations for the 100-percent eligibility 
previously afforded for such loans. 

On June 11, 1952, a revised schedule somewhat relaxed the down- 
payment restrictions on real-estate credit which had been issued under 
authority of section 605 of the Defense Production Act. A further 
relaxation of real-estate credit controls may be required by the enact- 
ment on June 30, 1952, of the Defense Production Act Amendments of 
1952 (Public Law 429, 82d Cong.), which added a new section 607 
to provide for a “period of residential credit-control relaxation” 
whenever the annual rate of housing construction falls, for a 3-month 
period, below 1,200,000 housing starts. In such credit-control relaxa- 
tion period, no down payment in excess of 5 percent of the transaction 
price may be required by Government regulation. Any possible eas- 
ing of the down payment requirements as a result of this law, however, 
would not take place before September or October 1952. 

The Veterans’ Readjustment Assistance Act of 1952 (Public Law 
550, 82d Cong., July 16, 1952) extended to veterans of service on or 
after June 27, 1950, the benefits of the loan-guarantee program.* This 
act also authorizes the Administrator to require any lender to submit 
loans for prior approval notwithstanding the automatic guaranty 
provisions which would otherwise apply. The specific requirement 
that the veteran must be a satisfactory credit risk was added to the 

rerequisites for the guarantee of a home loan under section 501 of the 
eae Readjustment Act. Standards of planning and construc- 
tion were broadened by Public Law 550 to require, in addition to 
minimum construction requirements, adherence to minimum require- 
ments for planning and general acceptability prescribed by the Ad- 
ministrator, Furthermore, the Administrator is given the right to 
refuse to appraise dwellings built, owned, or sponsored by a person 
with an en record of constructing or marketing GI housing. 
In addition, the Administrator is given authority to refuse to guar- 
antee or insure loans if he finds that the lender has failed to demon- 
strate ability to service loans adequately or has engaged in practices 
detrimental to the interests of veteran borrowers or the Government. 

The current outlook for the availability of GI loans shows no im- 
mediate sign of any pronounced change. Mortgage money continues 
to be in short supply in many areas, and many veterans in such areas 
are unable to get 4-percent loans from private lending sources. De- 
spite this fact, however, a substantial number of veterans are con- 
tinuing to obtain 4-percent GI loans. During the first half of 1952, 
the volume of GI loan applications received by VA has averaged 
nearly 28,000 per month, well above the low point of about 20,000 
applications in March 1949. Doubts as to the final shape and effects 
of changing investment patterns of secondary-market investors in 
GI loans indicate a further period of uncertainty and short money 
supply is likely to lie ahead. In the meantime it is undoubtedly true 
that much of current volume is being upheld by various arrangements 
through which builders find themselves compelled to absorb the 
yariant discounts which obtain in the purchase of GI 4-percent loans. 
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INSURED LOANS 


A program for insured loans was authorized under the amendments 
contained in Public Law 268, Seventy-ninth Congress. Under this 
program, if a lender elects to have the GI loan insured rather than 
guaranteed by the Veterans’ Administration, an insurance credit of 
not more than 15 percent of the amount of the loan is made to the 
lender’s account. In any loan the credit cannot exceed the $2,000 
non-real-estate and $4,000 real-estate limitations. The lender is in- 
demnified against loss on insured loans to the extent of the credit 
balance in its insurance account. The maximum interest rate on in- 
sured loans was set at 4 percent per annum, except that non-real-estate 
insured loans could be made at an interest rate not in excess of 5.7 
percent per annum. The use of the insured-loan program by lenders 
has been negligible in the case of home loans. The insurance feature 
proved attractive to lenders in making business loans, but this activity 
was confined primarily to a few lending institutions in the larger 
metropolitan areas. As of June 25, 1952, lenders had closed 191,761 
loans under the insurance program, and about 107,000 of these loans 
were business loans. The total original principal amount of all in- 
sured loans closed was about $303 million. 


PARAPLEGIC HOUSING GRANTS 


Public Law 702, Eightieth Congress, enacted June 19, 1948, author- 
ized the Veterans’ Administration to assist veterans who were para- 
lyzed from the waist down, as the result of service-connected spinal 
injuries, in acquiring homes especially adapted to their needs by pay- 
ing half of the cost of such homes up to a maximum grant of $10,000. 

Eligibility for Veterans’ Administration grants for such special- 
type homes was extended on September 7, 1949, by the enactment of 
Public Law 286, Eighty-first Congress, to include additional groups 
of veterans who had been deprived of the use of both legs. As of June 
30, 1952, a total of 4,127 veterans had been certified as eligible for such 
housing grants. Of this total, 2,555 veterans had completed arrange- 
ments for acquiring specially adapted homes, and 2,520 grants had 
been approved. Grants have been paid to 2,396 veterans, totaling 
nearly $22 million. 

DIRECT LOANS 


The Housing Act of 1950 (Public Law 475, 81st Cong.), enacted 
April 20, 1950, authorized the Veterans’ Administration to make direct 
loans to veterans for the purchase or construction of a home or for the 
construction or improvement of a farmhouse if the Administrator 
found that private capital for GI 4-percent loans for such purposes 
was not available. Such loans could not exceed $10,000, and a 4-per- 
cent interest rate was established by the law. $150,000,000 was au- 
thorized for direct loans, and the authority to make such loans expired 
on June 30, 1951. By that date the Veterans’ Administration had 
approved 16,800 direct loans amounting to about $107 million. More 
than 2,600 counties and parts of counties had been designated as 
eligible areas in which direct loans could be made by the time the 
program expired. The Defense Housing and Community Facilities 
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and Services Act of 1951 (Public Law 139, 82d Cong.), enacted Sep- 
tember 1, 1951, revived this program by making the $150 million a 
revolving fund and authorizing the Administrator to make and sell 
such loans until June 30, 1953. At the end of June 1952, direct loans 
to veterans had been closed and fully disbursed to 21,512 veterans. 
Those loans totaled $140,595,946 in original principal amount. 

The direct-loan fund became virtually exhausted early in 1952. To 
meet this situation, Congress passed Public Law 325, Eighty-second 
Congress, approved April 18, 1952, which authorized the Secretary 
of the Treasury to advance to the Administrator of Veterans’ Affairs, 
at the latter’s request, quarterly installments of $25,000,000 until the 
expiration of the direct-loan program on June 30, 1953. Such author- 
ized amounts, however, are to be reduced by the amounts of direct 
loans sold to private lenders in the previous quarter. At the present 
time it is undetermined as to how effective this sales program will 
prove to be. During the first 6 months of 1952, however, sales of 
direct loans to private investors have amounted to approximately 
$5,637,000. 


STATISTICS ON Cost AND S1zeE or Procram 


The cost to the Government has consisted primarily of administra- 
tive expenses, gratuity payments, losses on claims paid, and grants 
for specially adapted housing to certain disabled veterans. From the 
inception of the program in 1945 through June 1952, these costs were 
as follows: 


Administrative costs_........-...__- Se eee eens Kadina ements $61, 704, 677 
Ee a eae ape a ted arcs aise .. 331, 726, 448 
I CR CR I ro airing fo eee ss -. 23, 894, 015 
LET AS 22, 317, 299 

NSA dae clas ert care oh ea om aims, SOR) O4e, 400 


Personnel and administrative costs 


! 


Average 














ini iv Average aes a 
Fiscal year number of Oe ee Fiscal year number of Administrative 
employees employees costs 
| 

me ck ee (2) $775, 539 || 1950.....-.......--- 2, 284 | $8, 958, 711 
1, 094 A BR onromssunswenke 3, 122 ®, 277, 867 

2, 248 7,058,471 || 1952.....-.-_- Soni 2, 932 12, 859, 490 

2, 366 7, 759, 180 $$ | —___—__ 

2, 263 8, 733, 569 Es enon: FO asa aes | 61, 704, 677 





1 Administrative costs include salaries and travel expense for Veterans’ Administration employees and 
costs for services performed on a contractual basis. 
* Not available. 


GUARANTEED AND INSURED LOAN ACTIVITY 


From the inception of this program through June 1952, about 3 
million loans, having an original principal of close to $18 billion, 
had been guaranteed or insured. The following tabulation contains 
cumulative totals by fiscal years of the number, original principal 
amount, original amount of guaranty or insurance, and the amount of 


gratuity payments by the Veterans’ Administration to lenders for 
credit on the veterans’ loans: 
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Cumulative totals 





| 
; | Original | 
| Number of | Original amount of | Gratuity 
y pay- 
End of fiscal year loans —- guaranty or ments 
| insurance bi 
SN A thee akcinn taku ahoee | 12, 228 () $19, 644, 825 | $1, 800 
FD p amine give nikon dke dale ketebddiot eines 188, 417 $872, 276, 106 393, 977, 513 | 5, 123, 259 
i cctirend « vechcdnes kk as: SLMS sein ede h eee: | 823, 548 4, 458,034,334 | 2, 077, 608, 001 | 78, 609, 392 
BS deo cline ates tte | 1, 343, 642 7, 420, 871,098 | 3, 487, 291, 525 | 135, 791, 360 
BR ddd nc beta adeblnd o miigkedeeee tite } 1, 622, 873 8, 773, 513, 426 4, 170, 185, 219 | 163, 703, 886 
i iitentet Sake dik h Adank derek katete eae | , 020, 657 | 10, 936,031,942 | 5, 244, 689, 485 202, 679, 236 
ha hheS ion kin twhdnle tah oat ddvakicubhad 2, 559,328 | 14, 628, 798, 716 7, 370, 020, 057 271, 241, 376 
SG sb Sed npinincetdaab bbe ony ik eile <watae 2, 983, 267 | 17, 943,871,231 | 9, 266,056, 468 329, 114, 507 
| 


1 Not available. 


Of the nearly 3 million guaranteed or insured loans, 91 percent were 
made for the purpose of buying or building a home, 2 percent for 
the peepee of conducting a farming enterprise, and the remainder 
for business purposes. Cumulatively through June 1952, a total of 
378,633 loans, with an original principal of $1,700 million and an 
original guaranty of $791 million, had been repaid in full. 


Loan Servicing Activity and Claims 


Cumulatively through June 1952, lenders had reported 306,367 de- 
faults on GI loans, of which 23 9,306 were cured or withdrawn, 24 916 
resulted in claim payments, bag 42.145 were pending final disposi- 
tion at the end of fiscal year 1952. The cumulative number and 
amounts of claims paid as of the end of each fiscal year were as 
follows: 


Claim payments, cumulative totals 


Original 


Number of amount of Amount re- Net amount 





End of fiscal year 





loans claims paid funded | after refunds ! 
1946... exh) 147 $147, 101 $126, 113 
1947 _- 5 1, 557 1, 930, 468 1, 681, 090 
GRR dins tala iisadletece went 5, 459 | 7, 919, 727 6, 581, 737 
ae 10, 745 16, 954, 633 | ¢ 12, 297, 092 
1950 _ - 16,777 | 28, 840, 760 | 9, 441, 304 19, 399, 366 
1951 _- oan a ithe Seah ae wee 21, 576 | 38, 318, 484 | 14, 647, 508 23, 670, 976 
Sc pietenttoks an td alate ehidasbuakh ok ceee 24, 916 | 45, 269, 899 21) 375, 884 | 723, 894, 015 


1 Subject to further recovery from the liquidation of tangible security 
2 Represents about 44 of 1 percent of the original amount of guarauty or iisurance of total loans made. 
Cumulatively as of the end of June 1952, VA had acquired title to 
7,874 properties securing defaulted loans, of which 6213 had been 
sold, 157 had been redeemed after acquisition, and 1,504 were still 
owned by VA. 


DIRECT-LOAN PROGRAM 


From the beginning of the direct-loan program in fiscal 1951 
through June 1952, 21 512 direct loans had been closed and fully 
disbursed to eligible veterans in areas where 4- percent guaranteed 
loans were not available from private sources for the purch: ase or 
construction of homes or for the construction or improvement of 
farmhouses. The original principal amount of these loans was $140,- 
595,946, and $2,611,941 in gratuities had been credited to the veterans’ 
accounts. An additional 2,078 direct loans had been approved in the 





| 
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a a 


cs 





VETERANS’ LOAN GUARANTY PROGRAM 19 


amount of $15,525,006, of which $1,184,216 in partial disbursements 
had been made. 


GRANTS TO DISABLED VETERANS FOR SPECIALLY ADAPTED HOUSING 


From the inception of this program in fiscal 1949 through June 
1952, the Veterans’ Administration had disbursed 2,396 grants total- 
ing $21,961,422 to veterans with certain specified service-connected 
permanent diseases for the purpose of procuring suitable homes. An 
additional 124 grants had been approved in the amount of $1,297,306, 
of which $355,877 in partial disbursements had been made. This 
program is authorized under Public Law 702, Eightieth Congress, 
as amended by Public Law 286, Eighty-first Congress, which provides 
that veterans are eligible for grants whose disabilities include “the 
loss, or loss of use, by reason of amputation, ankylosis, progressive, 
muscular dystrophies or paralysis, of both lower extremities, such as 
to preclude locomotion without the aid of braces, crutches, canes, or 
2 wheel chair.” Assistance is authorized in the form of a grant of 
not more than one-half of the purchase price of a dwelling, specially 
adapted to the veteran's individual needs, with a $10,000 maximum 
single grant. Also, eligible veterans who already own their homes 
may secure grants for the purpose of reducing outstanding indebted- 
ness or to pay for suitable alterations. 


ORGANIZATION OF THE LOAN GuaRANTY Division or 4 Recionat Orrice 


Major functions of Loan Guaranty Division 

The Loan Guaranty Division performs the following major func- 
tions: 

(a) Determines the eligibility of veterans for the purpose of initia- 
ting certificates of eligibility ; ; previews appraisal reports submitted 
by ‘onsupervised lenders and postreviews appraisal reports submit- 
ted by supervised lenders; reviews and examines all loan reports and 
applications submitted for guaranty, insurance, or direct-loan benefits ; 
examines or processes claims filed under the guaranty or insurance 
provisions of title III, and provides for the general servicing, care, re- 
pair, and rental or disposition of real or personal property acquired 
through the guaranty or insurance of loans. 

Interprets legal directives, regulations, and procedural and ad- 
ministrative instructions pertaining to the loan guaranty and direct- 
we operations within the regional office. 

Conduets studies of organization and operations of loan-guaranty 
ahi direct-loan functions for the purpose of efficient and economic val 
operations and for current operating and long-range program plan- 
ning 

(d) Consults and collaborates with other officials and maintains 
effective liaison with lenders, appraisers, governmental agencies, and 
professional groups on loan-guaranty, insurance, and direct-loan mat- 
ters. 

(e) Acts as adviser to the regional manager on al) matters pertain- 
ing to loan-guaranty and direct-loan activities. 


Organization of Loan Guaranty Division 


The Loan Guaranty Division consists of the Chief (loan guaranty 
officer), Assistant Chief (assistant loan guaranty officer), admin- 
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ORGANIZATION CHART OF THE LOAN GUARANTY DIVISION OF A VETERANS’ ADMINIS- 
TRATION REGIONAL OFFICE 






OFFICE OF 
CHIEF 
(LOAN GUARANTY OFFICER) 


CONTROL AND RECORDS 


SECTION EXAMINING SECTION 


LOAN SERVICE AND CLAIMS 


APPRAISAL SECTION SECTION 


PROPERTY MANAGEMENT 


SECTION ACCOUNTS SECTION 


DIRECT LOAN SECTION 


istrative assistant (when required), Control and Records Section, 
Examining Section, Appraisal Section, Loan Service and Claims Sec- 
tion, Property Management Section, Accounts Section, and Direct 
Loan Section 

(a) Chief (loan guaranty officer): Directs the activities of the 
Loan Guaranty Division. 

(6) Assistant Chief (assistant loan guaranty officer): The As- 
sistant Chief (assistant loan guaranty officer) acts as full assistant 
to the Chief in the discharge of his responsibilities and acts for the 
Chief in the latter’s absence. 

(c) Administrative assistant (when required). The administrative 
assistant (when required) is responsible for the following functions: 

(1) Acts for the loan-guaranty officer in the processing of per- 
sonnel and distribution of furniture, fixtures, equipment, supplies, 
etc. 

(2) Prepares and/or reviews budget estimates and justifica- 
tions for the Division. 

(3) Monitors the work-measurement and work-simplification 
program in the Division. 

(4) Arranges for temporary detail of personnel within the 
Division. 
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(5) Performs such other assignments as directed by the loan 
guaranty officer. 

(d) Control and Records Section: The Control and Records Sec- 
tion, under a Chief, performs the following functions: 

(1) Maintains control over all guaranty and insurance opera- 
tions, registers, indexes, and files. 

(2) Prepares periodic statistical and analytical reports. 

(3) Examines statistical information relating to guaranty or 
insurance activities. 

(4) Coordinates or performs coding for punched-card records 
and maintains liaison with the Tabulating Machine Section. 

(5) Receives, collects, and distributes ‘all incoming and out- 
going mail. 
(e) Examining Section: The Examining Section, under a Chief, 
performs the following functions: 
(1) Determines the eligibility or ineligibility of veterans for 
lon guaranty or insurance benefits. 

(2) Reserves or confirms guaranty benefits and issues certifi- 
cates of eligibilty. 

(3) Reviews and examines loan reports and applications for 
guaranty or insurance benefits under title III, for compliance 
with the act, regulations, and administrative or legal directives 
pertaining thereto. 

(4) Recommends the approval or disapproval of loan reports 
or Yeo ene 

(5) Verifies the amount of disbursements, allowable charges, 
amortization, discounts or gross charge payments, and maturity 
of loans, etc.; determines the acceptability of the credit standing 
of the applicant. 

(6) Gadenubee amounts of guaranty and insurance credit; ini- 
tiates certificates of commitment or evidences of guaranty or in- 
surance credit; and prepares vouchers for gr atuities pursuant to 
sections 500 (a) and 500 (c) of the act. 

(f) Appraisal Section: The Appraisal Section, under a Chief, per- 
forms the following functions: 
(1) Reviews appraisal reports submitted by designated ap- 
praisers for supervised and nonsupervised lenders. 

(2) Authorizes or performs field inspections of existing and 
proposed construction; prepares schedules and cost estimates of 
repairs and alterations based on actual inspection of property 
acquired through foreclosure or other legal processes incident to 
liquidation by sale or rental; and maintains appropriate records 
in connection therewith. 

(3) Reviews and makes recommendations on all controversial 
— matters. 

(4) Reviews applications of prospective appraisers. 

(5) Conducts technical-training activities for designated ap- 
praisers. 

(6) Maintains a current roster of designated compliance in- 
spectors and designated appraisers. 

(7) Maintains designated appraisers performance-rating cards. 
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(8) Maintains appraisal assignment records and copies of 
appraisals. 

(9) Acts as liaison with Government agencies, professional 
groups, and lenders on appraisal matters. 


(g) Loan Service and Claims Section 
The Loan Service and Claims Section, under a Chief performs the 
following functions: 


(1) Receives notices of default; arranges for program of in- 
dulgence and extension of payment plan to cure the default ; and 
recommends action with respect to uncured defaults. 

(2) Examines and processes for payment all claims filed on 
defaulted loans under the guaranty or insurance provisions and 
analyzes and audits the lender’s final statement of account to 
the Administrator after the payment of a claim. 

(3) Designates the amount, if any, which the holder will be 
required to credit to the indebtedness by virtue of a sale of 
security. 

(4) Initiates action to effect collection from veteran-borrowers 
of amount of deficiencies resulting from the payment of claims. 

(5) Acts as liaison between the VA and lenders in general on 
matters affecting the servicing of defaulted loans and arranges 
for representation through Government agencies, lenders, or VA 
personnel at legal proceedings in connection with the liquidation 
of a defaulted loan. 

(6) Prepares vouchers for the payment of claims, advance- 
ment of funds incident to the liquidation of property, expendi- 
tures in connection with the refunding of delinquent loans, pay- 
ment of taxes and hazard-insurance premiums from the cumula- 
tive reserves of borrowers, and advances for the alteration and 
repairs and improvement of property subject to mortgages held 
by the Administrator. 

(7) Services those loans on which the Administrator is the 
mortgagee, including periodic inspection of property securing 
such debts to the Administrator, granting of indulgences or 
initiating such other action as may be required in an attempt to 
collect eixsting defaults, and ¢ authorizes foreclosure or the accept- 
ance of a deed in lieu thereof. 


(h} Property Management Section 
The Property Management Section, under a Chief, performs the 
following functions 


(1) Requests title examination in connection with the acquisi- 
tion of property by the VA, inspects property preceding the 
transfer to the Administrator, and prepares vouchers relating to 
the transfer of the property. 

(2) Analyzes property acquired and determines the establish- 
ment of a minimum sale price, list price, scope and cost of repairs, 
a rental rate if property is to be rented pending sale. 

3) Reviews applications of prospective approved sales and 
menial brokers ; places qualified brokers on the approved list 
of brokers; and terminates the services of brokers when appro- 
priate. 
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(4) Establishes the schedule of fees and commissions to be 
allowed to brokers and others for the sale, management, and 
inspection of properties. 

(5) Determines the amount of surety bonds to be required of 
brokers. 

(6) Inspects properties preceding their transfer to the Ad- 
ministrator and periodically thereafter. 

(7) Lists properties with brokers for sale and management. 

(8) Conducts technical training activities for approved sales 
and management brokers. 

(9) Accomplishes all required repairs on properties trans- 
ferred to the Administrator. 

(10) Conducts negotiations for the sale of properties with 
respect to price and terms of sale and acceptability of the credit 
risk and all other factors which may affect other properties 
owned, or properties securing loans guaranteed or insured under 
title ILL. 

(11) Supervises the activities of management brokers and ex- 
amines periodic reports submitted by such brokers. 

(12) Maintains adequate tax records with respect to all prop- 
erties owned by VA or securing loan or vendee accounts held by 
VA; processes vouchers in payment of all taxes on such proper- 
ties. 

(13) Maintains dockets, follow-up systems, and adequate rec- 
ords with respect to the operations of the section. 

(14) Prepares vouchers for the payment of all bills incurred 
in connection with properties owned by VA. 

(7) Accounts Section: 
Accounts Section: The Accounts Section, under a Chief, performs 
the following functions: 

(1) Establishes and maintains a system of accounting records 
covering all financial transactions of the loan-guaranty program 
pertinent to or arising from loans and properties within the 
Jurisdiction of the regional office together with such supporting 
or supplemental registers of changes in property statistics needed 
for purposes of managerial control within the regional office or 
determined useful by designated authorities. 

(2) Establishes and maintains appropriate records and con- 
trols for application fees received in connection with the direct- 
loan program. 

(3) Kstablishes and maintains necessary ledgers on all direct- 
mortgage loans and on all other receivable accounts held by the 
Administrator pursuant to activities under title III. 

(4) Records all pertinent transactions in appropriate ledgers, 
accounts, or records to provide complete accountability for real 
estate, personal property or property rights acquired by assign- 
ment, transfer, or other conveyance, receivables assigned to the 
Administrator, receivables acquired as a result of sale of acquired 
property, evidences of debts due the Government from veterans 
and others arising as a consequence of the payment of claims or 
resulting from litigation, other tangible or intangible acquisi- 
tions of real or personal property or combinations thereof. 
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(5) Analyzes any initial, unusual, or irregular transactions 
which present accounting procedural problems, devising a satis- 
factory method of entry and proposes such method to the central 
office for concurrence. 

(6) Prepares extracts of balances as are required for purposes 
of managerial control. 

(7) Reconciles such balances and operating statements with 
records of the various operating sections in other parts of the 
Loan Guaranty Division. 

(8) Prepares various statements and analyses of operating ex- 
perience from the ledgers of the Accounts Section to provide the 
loan guaranty officer and his staff with current information as to 
the status, volume, and expense of each of the program phases 
resulting in direct financial involvement, such as trends in the 
average size profit or loss on the sale of acquired property, in 
rental income and property management experience, and studies 
pertaining to hazard losses, veteran debt repayments, interest 
accruals, ieee capital repayments, age of installment account de- 
linquencies, vacancy losses, and others pertinent to the manage- 
ment of property and loan portfolio holdings. 

(9) Reconciles and synchronizes fiscal and property accounting 
records related to receipts and disbursements, to receivables held 
and to property acquisitions and sales, with officials of other divi- 
sions in the regional office in order that responsible records of 
similar transactions will be balanced or reconciled. 

(10) Maintains files of paid vouchers, journal actions, liqui- 
dated and unliquidated obliging instruments, schedules, and other 
basic accounting documents; provides custodial facilities for all 
accounting records and all valuable papers entrusted to the cus- 
tody of the section, maintaining an accurate index and providing 
ready accessibility to all such custodial material. 

a Maintains ledgers of insured loans, by holder. 

12) Prepares tenant accounts and posts currently thereon 
rental collections. 


(7) Direct Loan Section: The Direct Loan Section, under a Chief 
performs the following functions: 


(1) Plans, directs, and coordinates the direct loan program in 
the regional office in accordance with pertinent rules and 
regulations. 

(2) Conducts all activities (other than accounting, legal, and ap- 
praisal phases) leading to the making and closing of a direct 
loan to a veteran, including the determination of eligibility of 
the veteran and whether a 4 percent loan is otherwise not available 
in the area in which the property is located ; referrals to appraisal, 
examing, control, and records and other sections for required 
action; the approval and execution of all administrative papers 
incident to the processing of a direct loan; the assurance that 
appropriate financial records and accounts are maintained in ac- 
cordance with regulations; the determination of acceptable credit 
and the disbursement of funds for loan closing; the analysis and 
disposition of requests from veterans and builders for extra- 
ordinary changes in security; the verification of the amount of 
the loan in relation to the reasonable value of the property; the 
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over-all qualification of the loan under the provisions of the act; 
and the proper processing of each case to consummation. 

(3) Studies and recommends to the loan guaranty officer cer- 
tain areas heretofore not designated as those where direct loans 
would be made, reccommending the deletion of those areas already 
designated as direct loan areas upon determination that private 
capital has become available. 

(4) Maintains liaison between the regional office and veterans, 
lenders, brokers, and builders with reference to the requirements 
for obtaining direct loans; intercedes with lenders on veteran’s be- 
half in an effort to obtain a guaranteed or insured loan; contacts 
builders with regard to construction of housing within price 
range suitable to veterans unable to obtain 4 percent loans through 
private financing. 

(5) Determines that commitments for direct loans do not ex- 
ceed in amount the funds allocated for direct loans within the 
regional area; earmarks a portion of the quota of funds allocated 
for direct loans for (@) the purchase of existing construction, (0d) 
the purchase of proposed construction, and (¢c) the purchase of 
farmhouse construction or improvement. 

(6) Surveys areas within the region designated for direct loans 
to assure proper compliance with the provisions of the act. 

(7) As se plans and coordinates a program for the 
sale of direct loans; qualifies prospective direct loan purchasers 
as private lending institutions with ability to service loans; ne- 
gotiates for purchases of direct loans; receives, evaluates, rec- 
ommends the acceptance of offers to purchase, executes agreements 
for such purchases and conducts and performs all services nec- 
essary and incidental to the sale of direct loans, including the 
receipt of payments, the execution and delivery of instruments 
and related data, the preparation of reports, the notification of 
veterans, and the performance of all services to consummate the 
transaction. . 


ProsteMs RELATING TO SALES ConTRACTS 


Veterans’ Administration regulations do not prescribe the form or 
content of the contract to be used in a sales transaction between a vet- 
eran purchaser and the seller. The Veterans’ Administration assumes 
no authority or responsibility in connection with the sales contract 
between the veteran purchaser and the seller; however, a copy of the 
executed sales contract is made a part of the individual veteran’s file. 
No attempt is made, however, to review the content of the contract. 
In hearings before the committee, the officials of the Veterans’ Admin- 
istration asserted that in most instances they do not know who the 
veteran purchaser is to be until the loan is presented for final closing. 
The Veterans’ Administration maintains that their activities have no 
relation to contracts or arrangements made between the veteran pur- 
chaser and the seller, with the exception that the veteran is not per- 
mitted to pay more for the property than the reasonable value estab- 
lished by the Veterans’ Administration. The Veterans’ Administra- 
tion has pointed out that any action taken by the Veterans’ Adminis- 
tration to approve conditions contrary to the contract between the 
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veteran purchaser and the seller should not be construed as having 
bearing on the written agreement between the veteran purchaser sad 
the seller; however, it is obvious that a serious inconsistency is created 
when the builder seeks and secures approval for a deviation which 
runs counter to the sales contract with the veteran purchaser. 


JONES BRIDGE COURT 


A typical example of the confusion caused by the Veterans’ Admin- 
istration approving construction deviations which run counter to the 
provisions of the contract is found in a project known as Jones Bridge 

Jourt, Chevy Chase, Md. The project consists of 11 two- and 
three-bedroom prefabricated houses. The sales contract used by the 
seller and signed by the purchaser incorporated a set of detailed plans 
and specifications prepared by the manufacturer of the prefabricated 
houses. These detailed plans and specifications contained detailed 
drawings and left little doubt as to the precise details of the construc- 
tion of the house. The plans and neil ‘ations incorporated by refer- 
ence in the contract between the veteran purchasers and the seller re- 
quired 6 inches of 1-inch gravel under the concrete slab. The concrete 
slab was to be waterproofed. The builder requested authorization 
from the Veterans’ Administration to be allowed to deviate from the 
plans and specifications prepared by the manufacturer and made a 
part of the sales contract with the veteran purchasers. The Veterans’ 
Administration granted verbal permission for the deviation and later 
confirmed authority for the deviation by letter. The builder proceeded 
to pour the concrete slabs on bank-run gravel, thus causing moisture to 
rise through the concrete floor and settle under parquet wood blocks 
which were placed on top of the concrete slab. 

There have been a total of nine floors replaced in the subdivision. 
There have been as many as three floors partially replaced in one 
house. At the present time, there are many loose blocks and the 
problem continues. The veteran home owners have filed suit against 
the builder and since the suit has not been settled it is impossible to 
say what effect, if any, the action of the Veterans’ Administration in 
authorizing the deviation will have on the sales contract betweeen 
the veteran purchasers and the builder. It is possible that the court 
will hold that deviations authorized by the Veterans’ Administration 
do not in any way influence the contractual relationship between the 
veteran purchasers and the seller; however, it is obvious that such 
action by the Veterans’ Administration injects a confusing element 
into the operation of the program and creates serious resentment on 
the part of the veteran home owners. 


SALES CONTRACTS USED IN THE WASHINGTON METROPOLITAN AREA 


An examination of the sales contracts being used by many sellers 
in the Washington metropolitan area revealed that in most instances 
the contracts are inadequate to protect the interest of the purchaser. 
Most of the contracts in use serve only to bind the veteran purchaser 
to a commitment to buy and contain virtually no protective features 
which bind the seller to specific performance. Several typical con- 
tracts are reproduced here as examples. 
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EXAMPLE A 
CONTRACT OF SALE 
as ceed oe pemeemareenciae CoMPANY, INC. 
(Builders) 
Sttver SprRInG, Mp., June 10th, 1950. 
OE I ik. ct batietnteit nannies the sum of Seven Hundred Ten and 


(Veteran purchaser) 
no/100 Dollars ($710.00) as a deposit to be applied as part payment in the 
purchase of Lot____, Block___-_, complete with improvements thereon, 
Village, Montgomery County, Md. 

This property is sold on the following terms: 

Total price of the property is Eleven Thousand Seven Hundred Fifty and no/100 
dollars plus the following approved Reasonable Value revisions: Shed Dormer 
add $950.00; roughed in plumbing add $185.00; capped off heat ducts to second 
floor add $25.00 making a total of Twelve Thousand Nine Hundred Ten and 
no/100 dollars ($12,910.00). The purchaser agrees to pay Seven Hundred Ten 
and no/100 dollars at the time of conveyance of which sum this deposit is a part. 
The purchaser further agrees to place a VA approved first deed of trust secured 
on the property in the amount of Twelve Thousand Two Hundred dollars 
($12,200.00). 

The purchaser is required and agrees to make full settlement on a date to be 
selected by the sellers not to exceed thirty days from the date that the property 
is ready: for occupancy or the deposit will be forfeited. This property is sold 
free of encumbrances except as set forth in contract and the title is to be good 
and merchantable or deposit returned. All taxes and special assessments to be 
adjusted to date of transfer. Examination of title, conveyance, revenue stamps 
and insurance to be at the cost of purchaser. 


Si dh cael thane sl Company, INC. 


(Buyer) 


EXAMPLE B 
SALES CONTRACT 


THIS AGREEMENT OF SALE made this ________-____ te ce 3) ae 
dala ative hs teers a accrsonso ae acters ge acer onpoaaee a Virginia Corporation, 
hereinafter referred to as SELLER, and 
a ae laa is wna re doen case stneepuenenyereceniepmerysieensoomas 
hereinafter referred to as PURCHASER, and 
referred to as AGENT; 

WITNESSETH, That for and in consideration of the sum of __________________ 
les ry neta. ), by cash check in hand paid unto the Seller, receipt of which is 
hereby acknowledged, the Seller agrees to sell and the Purchaser agrees to buy 
ee eee es ee Oe 8 eee ), all of that certain lot 
of land described as Lot No. ~-_------- I ee ene 
Fairfax County, Virginia, as located on a Plat of said Subdivision now on file 
among the land records of Fairfax County, Virginia (a copy of which plat has 
been initialed by Purchaser for identification), together with the dwelling erected 
thereon or to be erected thereon, which dwelling shall be substantially equal in 
material and workmanship to the Exhibit House erected on Lot No. 1, Block C, 


ie Sp Re il ileal , Fairfax County, Virginia, which dwelling house 
purchaser has inspected. 
Nee Tn een enn eee et eaieermninindeanaens Le th ele ie ) 


cash at time of settlement, the above deposit being a part thereof. The amount 
to be paid at time of settlement shall be in cash or certified check. 


by Purchaser placing, executing, acknowledging and delivering to a Mortgagee 

to be named by Buyer, with the approval of the Seller, his bond, secured by a 

purchase money deed of trust on the above premises, in said amount, payable in 

equal monthly installments, inclusive of interest at the maximum rate allowed 

by the Veterans’ Administration, over a period of not to exceed twenty-five (25) 
24139—52 3 
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years. Said bond and deed of trust shall be in the form required by the Seller 
or the named Mortgagee. Purchaser agrees, if so required by the named Mort- 
gagee, to pay such monthly charges for taxes and insurance as may be required. 

Trustee or trustees to be used in purchase money deed of trust to be named by 
the party or parties secured thereby. 

Said premises shall be sold and purchased subject to: (a) Zoning, building and 
setback restrictions and ordinances and regulations adopted by any municipal, 
town, village, county or other governmental authority; (b) Regulations and 
restrictions of the Veterans’ Administration; (c) Consents by the Seller or of 
any former owner of the said premises for the construction, installation and 
maintenance of public utilities, and easements or rights of way in or about said 
premises for such purposes; (d) Agreement by Purchaser, evidenced by his 
signature hereto and by his acceptance of the Deed to said premises, that no 
water well shall be drilled, dug, or otherwise installed and no septic tanks shall 
be installed or located on or near the said premises by the Purchaser, his suc- 
cessors or assigns, and that he will apply to _________- Service Corporation for 
service connections, and that he will comply with all terms and conditions of said 

anata eee Service Corporation, and will pay such service charges as may be 
made by said Corporation under control of the State Corporation Commission. 

The said premises shall be delivered to the Purchaser free and clear of encum- 
brances except as herein provided and subject to restrictions and conditions 
hereinabove specified, and subject to any other restrictions, conditions, ease- 
ments or rights of way of record. 

In the event the Title Examiner reports any defect in the title to the said 
premises the Seller shall have a reasonable time in which to correct the same; 
however, in the event the Seller is for any reason unable to convey a good and 
marketable title, then and in that event this contract shall be rendered null and 
void and the deposit paid herewith shall be returned immediately to the Pur- 
chaser, thereby cancelling any and all claims which either the Seller or the 
Purchaser may have had against the other. 

The Seller agrees to convey the property by a General Warranty Deed, subject 
to the encumbrances, restrictions, and conditions hereinabove set forth. 

The Purchaser hereby agrees to pay at time of settlement all settlement 
charges, including title examination, title insurance premium, survey, convey- 
ancing, cost of preparation of note, deed of trust and all other papers, revenue 
stamps on deed, all recording charges on deed and deed of trust, appraisal fees, 
credit report, identification of note, certified copies of trust, inspection fees, 
insurance premium covering fire and extended coverage insurance policy in an 
amount not less than the amount of the deed of trust (or in such amount as may 
be required by the Mortgagee) for a period of three (3) years, such escrow 
amounts for insurance and taxes as may be required by the Mortgagee, closing 
fees, and any and all other settlement charges or expenses. 

All taxes, insurance and interest are to be adjusted at time of settlement. 

Possession is to be given at time of settlement, which shall take place on or 
before the tenth (10th) day after notice by the Seller to the Purchaser of 
completion of construction of the dwelling to be erected on the said premises, 
and Purchaser agrees to accept a deed within said time and to pay the con- 
sideration above stipulated. The said dwelling shall be deemed completed upon 
approval by the Veterans’ Administration and issuance of a completion report 
by that Administration or by any state, county or municipal authority having 
jurisdiction to issue the same. 

Purchaser agrees to comply with all provisions of this contract within the 
time provided in the foregoing paragraph, and failure so to do shall result in 
forfeiture of the deposit paid herewith, which deposit shall be divided equally 
between the Seller and the Agent, and this contract shall thereupon become null 
and void. 

Settlement under this contract is to be made at the Offices of _._-.-_-____- 
Attorneys, 156 Hillwood Avenue, Falls Church, Virginia, or at such other place 
as the Seller may designate. 

This contract contains the final and entire agreement between the parties 
hereto and they shall not be bound by any terms, conditions, statements or 
representations, oral or written, not herein contained. 

Seller may cancel this agreement upon refund of the deposit paid herewith 
if Purchaser fails to meet Mortgagee’s credit standards, or if for any reason 
Mortgagee will not accept Purchaser’s purchase money deed of trust. 

This agreement shall not be assignable by the Purchaser. 
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IN WITNESS WHEREOF the parties hereto have affixed their signatures and seals 
on this the date hereinbefore mentioned. 


ae hak ety elt oes abe inteotine 
‘President 
sy ise Purchaser —O—~™S” 
Soa a a ate Purchaser SS 
DO chee hack ethan antcniicet niga ean tnapiiirmeees 
Agent 
EXAMPLE C 
SILverR Serine, Mp. 
es ra, IR OM ns ee, 
car ) to be applied as part payment of the purchase of the 
Leasehold interest in and to Lot ~_-__- i SE case , peti ....... , with 
improvements to be erected thereon, (Type —--_), known as:__---_-_________ . 
Rockville, Maryland, upon the following terms of sale: 
Pon aee Perce *. . Tae fo 
Subject to the annual ground rental of $..------_- which the Purchaser 
assumes and agrees to pay. 
Danner -Beeuee 16 -O6F oo momen (6. ) eash 


at the date of conveyance, of whch sum this deposit shall be a part. 

The Purchaser is to place a first deed of trust secured on the premises of 
tb iereset te heidi Dollars ($_---------), due in 25 years. (GI) 
bearing interest at the rate of 4% per annum, payable $__----_-_- per month for 
principal and interest, plus an estimated amount of $____-_____ for taxes, front 
foot benefit charges, fire insurance and ground rent. 

Trustees in all deeds of trust are to be named by the parties secured thereby. 

The property is sold free of encumbrance except as afore-mentioned; title is 
to be good and marketable subject, however, to covenants, conditions and re- 
strictions of record, if any; otherwise said deposit is to be returned and sale 
declared off at the option of the purchaser, unless the defects are of such char- 
acter that they may be readily remedied by legal action, but the Seller and agent 
are hereby expressly released from all liability for damages by reason of any 
defect in the title. In case legal steps are necessary to perfect the title, such 
action must be taken by the seller promptly a his own expense, whereupon the 
time herein specified for full settlement by the Purchaser will thereby be ex- 
tended for the period necessary for such prompt action. 

Ground rent, taxes and front foot benefit charges are to be adjusted to the 
date of transfer and assumed thereafter by the Purchaser. 

Examination of title, tax certificate, conveyancing, State revenue stamps, not- 
ary fees and all recording charges, including those for purchase money trust, 
if any, are to be at the cost of the purchaser, Federal stamps are to be at the 
cost of the Seller. 

This sale and terms thereof, shall be subject to the approval of the mortgage 
and the Veterans Administration, and if not approved by reason of the inability 
of the Purchaser to qualify, the Seller shall first deduct $25 from the deposit 
above, and return the balance to the Purchaser. 

As soon as the improvements are completed as determined by the Seller, and 
as soon thereafter as a report on the title can be secured if promptly ordered, 
the Seller and Purchaser are required and agree to make full settlement in 
accordance with €he terms hereof. If the Purchaser shall fail to do so, the 
deposit herein provided for may be forfeited at the option of the Seller, in which 
event the Purchaser shall be relieved from further liability hereunder, or without 
forfeiting the said deposit the Seller may avail himself of any legal or equitable 
right which he may have under this contract. 

Settlement is to be made at the office of the Title Company designated by 
the Seller, and deposit with the Title Company searching the title of the purchase 
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money, the assignment of the lease for executing and such other papers as are 
required by either party by the terms of this contract shall be considered good 
and sufficient tender of performance of the terms hereof. 

No driveways or sidewalks of any description are included in this contract. 
If driveways and/or sidewalks are required by any government agency, same 
will be paid for by the Purchaser at the time of settlement as an addition to 
this contract. Seller agrees to notify Purchaser 30 days before settlement drive- 
ways and/or sidewalks are required, and in addition will inform the Purchaser 
of the additional cost for same. 

The principals to this contract mutually agree that it shall be binding upon 
their respective heirs, executors, administrators or assigns. 

This contract in quadruplicate, when ratified by the Seller contains the final 
and entire agreement between the parties hereto and they shall not be bound 
by any terms, conditions, statements or representations, oral or written, not 
herein contained. 

We, the undersigned, hereby ratify, accept and agree to the above memo- 
randum of sale and acknowledge it to be our contract. 





ised scant rsdianstpatnandiaataniGiee tino ob ch a arcades (Purchaser ) 

eT ess Rie REI cree Soe res Sota. 
i a i aia eB caine intains (Purchaser) 

Date of acceptance __.__-_-__- » 1952 
EXAMPLE D 
SALES CONTRACT—MARYLAND 

Se mnnansoentilid—icih Rts nies eel 
Received frem@a. oo oe Ri shah ah EL iors pike ae ell ela adMinth. viens. Sikbeboas te 
a ONE ti) oe ee as Si ce Dollars: €82 55-525 i ) 
to be applied as part payment of the purchase of Lot________in Block.-______ , in 


eciknsle baie etna neste neias Subdivision, Montgomery County, in the State of Maryland, 
upon the following terms of sale: 
Total price of property —_...s6 an Sle ase embne 0605 25k ). 
The Warcener AsTeeS WR a ee Dollars ($2.5 ze 
eash at the date of conveyance, of which sum this deposit shall be a part. 

The purchaser is to place a first deed of trust secured on the premises of 


ee SE A ee ee EE SE ee Se ee ae oe Potters: 46s rs) 
Gee eS ee Oso Us , bearing interest at the rate of____-- percent 
SyOr” aren, Re ne eS Fe ile Leben elie ee 

The balance of deferred purchase money is to be secured by a___-____-__-__ deed 
of trust on said property, amounting to._____-_..-___---.-_---------__- Dollars, 
eee ), to be paid in monthly installments of________________-- Dollars 
i ee ), or more, including interest at the rate of-._______- percent per 


annum, each installment when so paid to be applied, first, to the payment of 
interest on the amount unpaid and the balance thereof credited to principal and 
entire unpaid balance due and payable in 4 years after date of settlement. 

Trustees in all deeds of trust are to be named by the parties secured thereby. 

The property is sold free of encumbrance except as aforesaid; title is to be 
good of record and in fact subject, however, to covenants conditions and restric- 
tions of record if any; otherwise said deposit is to be returned and sale declared 
off at the option of the purchaser, unless the defects are of such character that 
they may readily be remedied by legal action, but the seller and agent are hereby 
expressly released from all liability for damages by reason of any defect in the 
title. In case legal steps are necessary to perfect the title, such action must be 
taken by the seller promptly at his own expense, whereupon the"time herein speci- 
fied for full settlement by the purchaser will thereby be extended for the 
period necessary for such prompt action. 

Rents, taxes, gas and electricity, water rent, insurance and interest on existing 
encumbrances, if any, and operating charges are to be adjusted to the date of 
transfer, Taxes, general and special, are to be adjusted according to the certifi- 
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cate of taxes issued by the Treasurer of the County, except that assessments for 
improvements completed prior to the date hereof, whether assessment therefor 
has been levied or not, shall be paid by the seller or allowance made therefor at 
the time of transfer. If the property is serviced by the Washington Suburban 
Sanitary Commission, annual benefit charges of said Commission are to be ad- 
justed to date of transfer and assumed thereafter by purchaser. 

Examination of title, tax certificate, conveyancing, survey charges, notary fees 
and all recording charges, including those for purchase money trust, if any, are 
to be at the cost of the purchaser; provided, however, that if upon examination 
the title should be found defective the seller hereby agrees to pay the cost of the 
examination of the title and also to pay to the agent herein a commission herein- 
after provided for just as though the sale had actually been consummated and 
all the terms of this contract complied with. 

Upon notification by the seller to the purchaser of completion of the home and 
availability of settlement, the seller and purchaser are required and agree to 
make full settlement in accordance with the terms thereof. If the purchaser shall 
fail so to do, the deposit herein provided for may be forfeited at the option of 
the seller, in which event the purchaser shall be relieved from further liability 
hereunder, or without forfeiting the said deposit the seller may avail himself 
of any legal or equitable rights which he may have under this contract. In the 
event of the forfeiture of the deposit, the seller shall allow the agent one-half 
thereof as a commission for his services to him. 

Settlement is to be at the office of _____- wih ed ae , or at the Title Company 
searching the title, and deposit with the Title Company or with __--__------_---- 
of the purchase money, the deed of conveyance for execution and such other 
papers as are required of either party by the terms of this contract shall be con- 
sidered good and sufficient tender of performance of the terms hereof. 

Seller agrees to execute the usual special warranty deed. 

Property to be sold subject to an existing tenancy as follows: __.______----_-- 

Seller agrees to give possession within ten days after settlement, but im no 
event before seller receives proceeds of the sale in full from the title company 
making disbursement. 

The risk of loss or damage to said property by fire or other casualty until date 
of settlement is assumed by the seller. 

All notices of violations of local ordinances or requirements, issued by legal 
authority or prosecutions in any court on account thereof against or affecting 
the property at the date of the settlement of this contract shall be defended or 
complied with by the seller and the property conveyed free thereof. This provision 
shall survive the delivery of the deed hereunder, regardless of knowledge or notice 
of the same on the part of purchaser. 

The seller agrees to pay to ______----_-_-_- , his agent, a commission, and 
the Title Company, through which settlement is made is hereby authorized and 
uirected to make deduction of the aforesaid commission from the proceeds of the 
sale and to make payment thereof to the said agent. 

The purchasers shall pay a fee of 1% of the amount of their loan (if loan is 
guaranteed under Section 501 of the Servicemen’s Readjustment Act of 1944, as 
amended, or insured under Section 508 of said Act) to the lender as provided by 
Amendment of November 30, 1949, to Section 36 : 4312 of the regulations governing 
guaranty or insurance of loans under said Act. 

Materials and equipment to be substantially the same as, or equal, to that as 
shown in sample house, subject to right of builder to make such changes as may 
be required due to lack of availability or similar causes. 

This contract is subject to any price increase by the Veterans Administration 
Panel Appraisers and in the event the increase of sales price is not acceptable 
to purchaser, purchaser is entitled to refund of full deposit, at which time this 
contract shall become null and void. 

All contracts subject to the ability of the builder to secure necessary materials 
to complete the above-mentioned house, in the event said house cannot be com- 
pleted within one year, purchaser shall be entitled to a full refund of deposit at 
his option and this contract shall then become null and void. 

The principals to this contract mutually agree that it shall be binding upon 
their respective heirs, executors, administrators, or assigns. 

This contract, made in triplicate, when ratified by the seller, contains the final 
and entire agreement between the parties hereto and they shall not be bound by 
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any terms, conditions, statements, or representations, oral or written, not herein 
contained. 


Agent 
We, the undersigned, hereby ratify, accept, and agree to the above memorandum 
of sale and acknowledge it to be our contract. 


Property is to be conveyed in the name of —__----~------.-----------------. 


A study of the sales contracts, examples A, B, C, and D reveals the 
following inadequacies which are typical of the sales contracts gen- 
erally used throughout the Washington metropolitan area: 

I. There is no description of the property which the veteran agrees 
to purchase. Plans and specifications are not incorporated by refer- 
ence into the contract. In many instances no reference is made to the 
sample house which was shown the veteran at the time of the sale. 
In many instances the contract is so indefinite that it actually fails to 
indicate that the veteran will receive a house. The veteran purchaser 
has absolutely no protection under the typical sales contract being 
used if he later discovers that he has been subjected to a misrepresenta- 
tion or that the builder has deviated from the plans and specifications 
on file with the Veterans’ Administration or has deviated from the 
model house which was shown the veteran. 

2. Most contracts examined are very inadequate with reference to 
specific’ closing costs. 

3. Most of the contracts examined failed to provide specific infor- 
mation concerning the agreement on streets, sidewalks, and sewers. 

4. Most of the contracts do not contain guaranties on heating and 
plumbing fixtures and guaranties for a dry basement, although the 
certificates of reasonable value issued by the Veterans’ Administration 
are conditioned on the builder guaranteeing the heating and plumbing 
fixtures for 1 year and guaranteeing a dry basement. In some in- 
stances the builder or silhee gives the veteran purchaser a guaranty 
in the form of a separate letter. If such a guaranty is made it is 
desirable that the guaranty be incorporated in the sales contract. In 
some instances, sellers resort to evasion such as guaranteeing to the 
Veterans’ Administration or to the lending agency that the basement 
will be dry and that plumbing and heating fixtures will remain serv- 
iceable for a period of 1 year. When the veteran attempts to invoke 
such a guaranty, he finds that he has no legal basis for doing so. In 
some instances, the builder guarantees the eating and plumbing fix- 
tures and a dry basement to the lending agency when the lending 
agency, in fact, is composed of virtually ilentically the same interests 
as the building company. 

5. The committee has not seen a contract in general use in the larger 
subdivisions in the Washington metropolitan area which specifies a 
delivery date. The contracts provide that the purchaser will forfeit 
his rights if he does not close within 30 days from the date of notice 
by the seller to the purchaser of completion of construction. Omis- 
sion of a specific performance date establishes a circumstance whereby 
the seller can withhold completion of construction except for a few 
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minor details and subject the purchaser to pressure by continuing 
delay of delivery. This practice has been widespread throughout the 
Washington metropolitan area, particularly in those instances where 
the purchaser had a firm commitment on the fotal sales price and the 
Veterans’ Administration subsequently granted a price increase to the 
builder or seller. Some builders, upon securing a price increase from 
the Veterans’ Administration, refuse completion and delivery to the 
holders of contracts with firm sales prices and resort to various ques- 
tionable devices in an effort to intimidate the purchaser and cause him 
to break the contract. In each instance, where a purchaser abandons 
his contract, the seller is then able to resell the property taking advan- 
tage of the price increase granted by the Veterans’ Administration. 

6. None of the contracts examined required the builder to notify 
the purchaser of deviations or alterations being made in the house 
after the contract was signed. 

Investigations of the committee disclose that most veterans closing 
a purchase and occupying a new home make an ae of the 
property and submit to the builder a list of items which are to be 
corrected. The builder or his sales agent invariably assures the home 
owner that these items will be corrected promptly ; however, most of 
the contracts examined contain a clause which states that any agree- 
ments not specifically made part of the contract are not binding on 
the seller. In many instances, the builder fails to make the correc- 
tions which were agreed to verbally at the time of the closing and the 
yurchaser finds himself powerless under his contract to force the 
builder to complete the house in accordance with the verbal arrange- 
ment. In many cases these items are minor in nature; however, fail- 
ure on the part of the builder to make certain minor corrections creates 
a very serious element of resentment on the part of the veteran pur- 
chaser, particularly where he has received verbal assurances that 
corrections will be made. 

Some sellers have resorted to questionable devices which were ap- 
parently intended to remove from the veteran the normal protection 
which he is afforded under his sales contract. Quoted below is a 
supplement to the sales contract used by a seller of a large subdivision 
in Montgomery County, Md. At the time of closing, the supplement 
to the sales contract was presented to the purchaser and he was re- 
quired to sign the supplement before he could assume ownership of the 


property. 
EXAMPLE E 
SUPPLEMENT TO SALES CONTRACT 


This supplement to the Sales Contract between 


ae ei onccl bie cash aan aes , here- 
inafter known: as the Purchasers, and ~---_-----_-----__-_ Company, herein- 
after known as the Seller, made on the ~___-- UN I se ieclocnneersce _, 1948, for 
ne £016. 06 It NO, ..2c..., DIcn NO. ~~. , the (subdivision), as per plat 
recorded in Plat Book No. —_---- , a es a , in the Land Records of 


Montgomery County, Maryland, with improvements known as No. 
el ie eh Road, Montgomery County, Maryland: 

WITNESSETH that the Purchasers have personally carefully inspected the said 
premises, being Lot. No. ~_---- . SEK INO, 20.6 , with improvements thereon 
known as No. __---~- sie aa anabhe Sager nada a coees Montgomery County, Maryland, and 
are familiar therewith and that the purchasers accept the same as a full com- 
pliance with the terms of the Sales Agreement to which this is a supplement, 
and as full compliance with all other agreements, promises or inducements, if 
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any, made by the seller, or any of its agents, servants or employees, with respect 
to the construction of a dwelling house or other improvements on said lot, 
or streets to serve said lot, or with respect to fixtures, equipment or extra work 
or materials of any kind whatsoever, to be furnished, installed or to be installed 
in or about said premises. The Purchasers further waive any and all defects 
or deviations of every kind and character in the construction of said dwelling 
house and improvements, and the workmanship and materials contained therein, 
and releases the Seller from any claims which he may now or hereafter have, 
and in respect to any and all matters hereinabove set forth. 

Purchasers also acknowledge that they have received and examined a copy 
of the house location survey of the property being purchased by them showing 
the location of the lot, the location of the house thereon, and the calls and 
distances of the lot lines. 

All other matters and things in said original contract contained and not 
hereinabove mentioned to remain unimpaired and in full force and effect. 

WITNEss Our hands and seals this ______ np seOr Sab S 20s Sls. (MO Wta 

Witness: 


Purchaser 


If the purchaser signed the supplement to the sales contract quoted 
above, he would specifically waive any right to question defects or 
deviations which might later be detected in his home and he would 
waive the protection afforded him under the original sales contract. 
He would also seriously jeopardize his right to question the builder 
if it is later determined that the builder has failed to construct his 
house in accordance with the builder’s commitment to the Veterans’ 
Administration. It is interesting to note that a great many serious 
conditions have developed in the subdivision which attempted to use 
this supplement to the sales contract. Most of the basements in the 
subdivision were wet and a great many other serious deficiencies were 
later detected. The builder is now being sued by veteran home owners 
in an effort to recover damages. 

Another variation of the device used by certain builders and sellers 
in the Washington metropolitan area may be found in examples F and 
G quoted below. 


EXAMPLE F 
OFFICIAL SALES CONTRACT 


THIs AGREEMENT of Sale made this —~_---- Gani? mole as » ABB iL a 
between [purchaser’s name] (hereinafter known as the Vendee) and [seller’s 
name] (hereinafter known as the Vendor) and [seller’s name] (hereinafter 
known as the Agent). 

WITNESSETH : That for and in consideration of the sum of $__-_------ Dollars 
(S.02336.70s. ) by cash in hand paid, receipt of which is hereby acknowledged, 
the Vendee agrees to buy and the Vendor agrees to sell for the sum of____-_---- 
Speere: 1h... ) all that certain piece, parcel or lot of land described as 
follows, to wit: 

AD: of It ZH *22 2 , Block __.._---__, [subdivision], Prince Georges County, 
Maryland, together with all improvements therein including Eastern Ranch 
type rambler to be erected therein and to be completed according to plan and 
specifications attached. 

Variations of house to be Type J. 

Purchase price includes: Basement and fireplace. 

The purchase price to be paid as follows: 

All cash (of which the above deposit is a part) above the maximum FHA 
or FHA-GI or GI combination or straight conventional loan. Said loan must be 
I i cc hes , Washington, D. C. 

Title work to be handled through —__----~- ieee ot ails , Arlington, Va. 

All title fees, including searching of title, title insurance hazard insurance, 
recording fees, including appraisal fees, loan survey and all miscellaneous clos- 
ing charges to be paid by the Vendee. 
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The Vendor agrees to convery the above property with a General Warranty 
Deed with the usual covenants of title, same to be prepared at the expense of 
the Vendor. 

All taxes, insurance, rents and interests to be prorated as of date of settle- 
ment, and settlement to be made at the above agent’s office, on or before 
completion of house, or as soon thereafter as title can be examined and papers 
prepared, allowing a reasonable time to correct any defects reported by the 
title examiner. 

It is understood that the title is to be free and clear of all liens and in- 
debtedness of every kind except the liens above mentioned. 

It is understood that the property is to be conveyed subject to any restrictions 
now thereon. 

The Vendor agrees to pay to the Agent cash for his services, a commission on 
the sale price of the property at the following rate: 

Wirness the following signatures and seals made this ____ day of ___-__---- ‘ 
195__. 


(Seller) 

The official sales contract (example F) states that the house will 
be constructed according to the plans and specifications attached, but 
at the time of settlement the veteran was required to sign the state- 
ment which is quoted below (example G) : 


EXAMPLE G 


ARLINGTON, VIRGINIA, 


(Name and address of seller) 


GENTLEMEN: This is to certify that we accept house No.._-_----_- erected 
on Lot No. ~..--.- <  aniass 5 OIA tts oe Hyattsville, 


County of Prince Georges, State of Maryland, as being complete in every 
respect to our satisfaction and in accordance with plans and specifications, as 
indicated by our acceptance of the Deed and taking possession of the premises. 

We further agree and direct the mortgagee or mortgagees to pay over all monies 
covered by Deeds of Trust and Notes, given by us as a part payment of the 
purchase price of said property, directly to you without our endorsement of 
checks or any further authorization from us. We also agree not to advise 
or make reports to the Mortgagees, Veterans’ Administration, Federal Housing 
Administration or Inspectors for said agencies, or anyone else concerned with 
the mortgage either orally or in writing, but hereby agree to contact your office 
direct and depend upon you to render such future services as may be required. 

Very truly yours, 


WITNESs: 


= 


(Representative of Seller at closing) 

The veteran who signed example G was required to acknowledge that 
the house which he purchased had been completed in every respect in 
accordance with the plans and specifications, and he was required to 
further agree that we would not advise or make reports to the mort- 
gagees, the Veterans’ Administration, the Federal Housing Adminis- 
tration or inspectors for said agency, or anyone else concerned with 
the mortgage, either orally or in writing, but agreed to contact the office 
of the builder, who in this case also was the seller, and to depend upon 
the builder and seller to render such future services as may be required. 
The use of such a statement as example G in connection with closing 
a sale is highly questionable, since it is obvious that the purchaser may 
not at the time of occupancy have an opportunity to acquaint himself 
with all of the details of the plans and specifications. There appears 
no justification for requiring a purchaser to waive his rights under a 
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pee contract, and there would be no necessity for doing so if the 
uilder is confident that the house was, in fact, constructed in accord- 
ance with the plans and specifications made a part of the contract. 
There appears to be no justification in attempting to secure a commit- 
ment from the purchaser that he will not complain to the mortgagee, 
the Veterans’ Administration, the Federal Housing Administration, 
or their inspectors, and that he will place sole reliance upon the builder 
and seller. The loan is guaranteed by the Veterans’ Administration, 
and its guaranty is contingent upon the appraisal by the Veterans’ 
Administration and compliance inspections conducted by the Veterans’ 
Administration. Therefore, it is entirely proper that the veteran be 
afforded the right to complain to the Veterans’ Administration if some 
problem arises in connection with the Veterans’ Administration’s par- 
ticipation in the transaction. These devices point to the necessity for 
the Veterans’ Administration to supervise the contract relationship 
between the veteran-purchaser and the seller in order that the veteran 
may enter into a purchase under a fair contract which will protect his 
rights as well as the rights of the seller and which, at the same time, 
will oe designed to eliminate misunderstandings which might later 
develop. 

Builders seeking approval from the Veterans’ Administration on 
new construction are required to file with the Veterans’ Administration 
detailed plans and specifications covering every detail of the proposed 
construction. The Veterans’ Administration examines the on and 
specifications for completeness and refers them to a committee of fee 
appraisers. The committee of fee appraisers examines the land upon 
which the proposed subdivision is to be erected and establishes a reason- 
able value for each type of house to be erected in the subdivision. The 
Veterans’ Administration then issues to the builder a master certificate 
of reasonable value and subsequently issues individual certificates of 
reasonable value on each dwelling erected in the proposed subdivision. 
If the Veterans’ Administration has acted in accordance with existing 
regulations, the plans and specifications upon which the reasonable 
value is established adequately cover the details of the proposed con- 
struction. If the Veterans’ Administration regional office follows 
existing regulations, no changes may be made in the proposed con- 
struction except by specific authorization by the Veterans’ Adminis- 
tration. The Veterans’ Administration supervises three compliance 
inspections made at various stages of construction which, if properly 
conducted, will assure that the houses are erected in accordance with 
the commitment placed on file with the Veterans’ Administration by 
the builder. Under the system presently being used by the Veterans’ 
Administration, it is possible for the builder to make a specific commit- 
ment to the Veterans’ Administration for the purpose of securing a 
Veterans’ Administration commitment and at the same time enter 
into sales contracts with veteran purchasers and accept down payments 
upon the basis of sales contracts which do not carry forward the com- 
mitments which the builder made to the Veterans’ Administration and, 
in some instances, which run counter to the commitment made by the 
builder to the Veterans’ Administration. 

When a situation later develops where it is determined that the 
builder has failed to carry out his commitment to the Veterans’ 
Administration, and the home-owner veterans become aware of the 
condition, they believe that they are entitled to some protection and 
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look to the Veterans’ Administration to force the builder to carry 
out his original commitment to the Veterans’ Administration. In 
the past, some regional offices have advised the veteran-purchasers 
that, despite the factual existence of deviations from the plans and 
specifications on file with the Veterans’ Administration and regardless 
of the builder’s failure to follow minimum construction requirements, 
the Veterans’ Administration is powerless to enforce the conditions 
of the commitment on which the Veterans’ Administration based its 
partial guaranty of the veteran’s loan. So long as the procedure is 
continued whereby the builder may make one commitment to the 
Veterans’ Administration and may enter into an agreement with the 
veteran-purchaser which does not embody the major features of the 
commitment to the Veterans’ Administration with regard to con- 
struction performance, or where the agreement between the builder and 
the veteran-purchaser actually runs counter to the commitment filed 
by the builder with the Veterans’ Administration, there will continue 
to be serious problems. 

This committee recommends that serious consideration be given to 
establishing by law, if necessary, a procedure which requires the Vet- 
erans’ Administration to supervise the contract relationship between 
the veteran-purchaser and the seller to the extent that the major 
features of the commitment by the builder to the Veterans’ Admin- 
istration, on which the Veterans’ Administration predicates its guar- 
anty, are carried forward into the contract between the veteran-pur- 
chaser and the seller. It is possible that the Veterans’ Administra- 
tion central office could devise a standard contract form which would 
not be objectionable to the real-estate industry and which would not 
conflict with local and State laws. If this is impossible, consideration 
should be given to a procedure which would require that the contract 
between the veteran-purchaser and seller relating to the purchase of 
proposed construction would contain the following protective 
features: 

1. A description of the property which the veteran is purchasing, 
incorporating by reference the plans and specifications on file with 
the Veterans’ Administration. 

2. An agreement that the veteran-purchaser will be notified of any 
major substitutions, deviations, or alterations in the plans on file wit 
the Veterans’ Administration. 

3. Specific details of closing costs. 

4. Specific language guaranteeing performance by the builder, in- 
cluding a performance date if necessary. 

5. Details of the agreement between the seller and the purchaser 
regarding sidewalks, curbs, streets, and sewers. _ 

6. A specific statement, that the dwelling will be constructed in 
accordance with the plans and specifications placed on file with the 
Veterans’ Administration, and such deviations, substitutions, or 
changes as may subsequently be approved by the Veterans’ Admin- 
istration, the builder, and the purchaser. 

7. A specific statement that the dwelling will be erected in accord- 
ance with the minimum construction requirements of the Veterans’ 
Administration. 

8. The contract should include specific provisions relating to any 
guaranty or warranty made by the ‘baits: such as guaranties of 
heating, plumbing, and electrical fixtures and guaranties for dry base- 
ments. 
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OPINION OF VETERANS’ ADMINISTRATION REGIONAL LOAN GUARANTY 
OFFICERS CONCERNING THE DESIRABILITY OF A UNIFORM SYSTEM OF 
SALES CONTRACTS DESIGNED TO ELIMINATE MISUNDERSTANDINGS BE- 
TWEEN THE PURCHASER AND THE SELLER 


A questionnaire was sent to the 67 regional loan-guaranty officers 
of the Veterans’ Administration requsting that they submit an opin- 
ion on the following question: “* * * the dsirability of a system 
of contracts and sales agreements designed to eliminate misunder- 
standings between the veteran-purchaser and the builder or seller.” 

_ Most of the loan-guaranty officers responded with recommenda- 
tions favoring a prescribed standard contract form or authority for 
the Veterans’ Administration to require certain features in sales con- 
tracts between veteran-purchasers and sellers. A few loan-guaranty 
officers indicated that they did not think that a uniform contract pro- 
cedure would be desirable; however, most of these objections were 
based on one of the two following reasons : 

1. The State or local laws prescribed a standard contract form which 
was sufficient to protect the interest of the veteran-purchaser ; or 

2. The office had been securing proposed contract forms from 
builders submitting proposed construction for approval, and the 
builders were being required to remove objectionable features from 
their contracts before securing approval from the Veterans’ Adminis- 
tration. 

Quoted below are statements submitted by loan-guaranty officers 
making recommendations relative to a uniform system for contracts. 
The importance of these opinions cannot be overemphasized, since 
these opinions come from the officials who administer the veterans’ 
loan-guaranty program at the local level and are intimately acquainted 
with the practical problems which arise in the administration of the 
veterans’ loan-guaranty program. 

Loan guaranty officer, VA regional office, Roanoke, Va. : 

I consider a system of contract and sale agreements to eliminate misunder- 
standing between the veteran-purchaser and the builder or sefler to be highly 
desirable. Regardless of what steps are ultimately decided upon as a result of 
your study, the veteran, in particular, should fully understand the extent of his 
rights and liabilities under a contract to purchase property. For example, if a 
veteran-purchaser enters into a contract to purchase property which includes 
express warranties, he should understand the full meaning thereof and be aware 
of his rights against the builder. If, on the contrary, the veteran enters into a 
contract to purchase property, which contract contains no express warranties, he 
should be made to realize, particularly with respect to Veterans’ Administration- 
inspected properties, that the property was completed in accordance with plans 
and specifications upon which the certificate of reasonable value was based, but 
that, nevertheless, there may possibly develop defects, for which the builder will 
not be liable, which the Veterans’ Administration could not possibly have detected 
from the inspections thereof. In short, the veteran-purchaser should realize, 
under such circumstances, that he has no legal recourse against the builder and 
can expect only those adjustments which the builder voluntarily makes in re- 


sponse to the sanctions invoked under paragraph 8 of Veterans’ Administration 
Technical Bulletin 4A-9. 


Loan guaranty officer, VA regional office, Providence, R. L.: 


The desirability of a system of contracts and sales agreements to eliminate 
misunderstanding between the veteran purchaser and the builder or seller, 
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(a) It is our opinion that when a veteran submits his agreement of sale to a 
lending institution pursuant to making an application for a GI loan, the lending 
institution should review the agreement of sale with great care. 

(b) It is suggested that the following clauses should be incorporated in all 
agreements of sales: 

(1) Subject to approval by Veterans’ Administration. 

(2) In the event of disapproval by Veterans’ Administration, all money 
deposited on account of purchase price shall be refunded to the veteran. 

(3) Builder will guarantee his work and provide a bond as noted in the 
foregoing paragraph 2 (a) and (b). 

(4) That all items necessary for completion will be completed by the 
builder or seller unless otherwise stated. 

(5) Assumption of or prorating of taxes or any outstanding charges 
should be specifically stated. 


Loan guaranty officer, VA regional office, Syracuse, N. Y.: 


As to point 3, “The desirability of a system of contracts and sale agreements 
to eliminate misunderstanding between the veteran purchaser and the builder 
or seller,” we feel that anything which will eliminate misunderstanding between 
the purchaser and the seller is desirable but it is difficult to conceive of a contract 
which will eliminate such misunderstandings. It is felt that legislation which 
provides that all contracts for the purchase of real estate to be financed through 
a guaranteed or insured loan must be evidenced on a form to be provided by the 
Veterans’ Administration, would have certain advantages. Such a contract 
should contain a clause to the effect that if the veteran purchaser is unable to 
obtain a guaranteed loan for the purchase of the property within a reasonable 
time, his down payment or deposit will be returned to him. Such contract should 
also contain a provision that the seller agrees to pay for all indebtednesses 
incurred in connection with the property being purchased prior to the date on 
which transfer of title is completed. This latter provision would eliminate 
many cases of misunderstanding wherein the veteran has discovered after title 
has been transferred that certain public improvements such as sewer, paving, 
and sidewalks which had been installed prior to the purchase had not been 
assessed against the property. After transfer of title, the taxing authority 
assessed the veteran's property for the proportionate share of the improvement. 
At the time of the purchase, there was nothing of record to indicate any out- 
standing indebtedness. 


Loan guaranty officer, VA regional office, Buffalo, N. Y.: 


The desirability of a system of contracts and sale agreements to eliminate 
misunderstanding between the veteran purchaser and the builder or seller. 

We believe that a system of contracts and sale agreements to eliminate mis- 
understanding between the veteran purchaser and the builder or seller would 
be beneficial. While the terms of the contract may have to vary for different 
sections of the country we believe it could be done. We are attaching hereto a 
suggested contract and sale agreement provisions that we believe could be used 
in our area. We believe that careful consideration should be given to this, and, 
in our opinion, it would be desirable. 


Loan guaranty officer, VA regional office, Boston, Mass. : 


With reference to point 3, I feel that it is desirable to establish a system of 
contracts and sales agreements for the benefit and protection of the veteran 
and to eliminate, if possible, misunderstandings between the veteran purchaser 
and the builder or seller. It is my opinion that this type of contract should 
be set up as a Nation-wide agreement and possibly spoasored by the Congress, 
with a proviso that in the event the VA appraisal does not meet the sale price 
that the deposit be returned at once to the veteran. 

The reason for this recommendation is that many real-estate brokers will 
not insert in the sales agreement the “escape” clause. This often necessitates 
the veteran bringing suit against the property owner or broker to return the 
deposit. In this State, it so happens that these binder deposits may run as 
high as $1,000 or more. 

After the inexperienced veteran has made such a deposit, but is not suecess- 
ful in securing the home, he immediately contacts the VA regional office, in 
the belief that it is the responsibility of the VA to obtain a refund of the 
deposit for him. This creates a problem for both the veteran and the VA. 
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Loan guaranty officer, VA regional office, Washington, D. C.: 


Difficulties have arisen with respect to contracts when certain wording has 
operated to a veteran’s disadvantage or he has failed to understand important 
provisions to his subsequent detriment. We find that too many veterans do 
not realize the importance of a home purchase and the entry into any agree- 
ment submitted without sufficiently considering all phases of the transaction. 
The claim is frequently made that, as it is anticipated a VA loan will be secured, 
the veteran proceeded with full confidence that this agency executed a much 
greater control of the entire transaction than is actually the case. As the VA 
is not a party to the sales agreement, it has proven extremely difficult in many 
instances to resolve disputes arising after execution of the contract where the 
veteran has legally bound himself to a specified performance. In our opinion, 
mandatory use of sales agreements prepared by the VA is probably not advisable 
but certain basic requirements could be imposed. It might be well to cite 
certain broad provisions which we believe should be incorporated in any contract 
in order to eliminate difficulties which have been experienced in the past 
concerning these particular points. 

(a) In the case of new construction, a completion date should be specified 
with the possibility that a penalty would be invoked if completion were delayed 
beyond the stated time. The veteran should have the option of securing a refund 
of his deposit and cancellation of the agreement if the dwelling is not finished 
by the date specified. This latter provision might enable a builder to delay com- 
pletion if he did not desire to perform in accord with the agreement and it could 
be subject to some abuses, but the item is noted for possible study. : 

(ob) The contract should make definite reference to plans and specifications 
on file with the local VA office and the purchaser should be given a copy of the 
same or have them made readily available to him at any reasonable hour. 

(c) A veteran’s offer to purchase should be ratified or declined within a reason- 
able period and, if ratified, he should be furnished a copy of the agreement im- 
mediately. 

(@) It should be stipulated that the down payment must be deposited in an 
escrow account to eliminate the contingency of its being incorporated in the 
builder’s general funds and lost to the veteran if the contractor experiences 
later financial diffculties or to prevent the possibility of misuse by the sales 
broker. 

(e) The agreement should state a firm purchase price, or if an escalator clause 
is warranted due to economic conditions, any price increase would be possible 
only with VA’s approval, the veteran having the option of securing a refund 
and effecting cancellation of his contract if the new price is not acceptable to 
him. The escalator clause is by no means desirable and has lead to numerous 
controversies. However, coincident with the outbreak of hostilities in Korea 
a price increase affecting both labor and materials was experienced and there is 
still some fluctuation and uncertainty in this regard. While a firm contract is 
most advisable, builders are frequently unwilling to execute such an agreement 
in the early stages of construction and many veterans are agreeable to the escala- 
tor clause rather than waiting until the house is nearly complete before signing 
as this latter procedure might result in some other purchaser obtaining the 
dwelling. 


Loan guaranty officer, VA regional office, Philadelphia, Pa. : 


(a) It is recommended that a standardized agreement of sale be developed 
that would establish a firm contract, a definite delivery date, and a more com- 
plete description of the property being purchase. 

(b) It is recommended that, at the time the agreement of sale is presented 
to the veteran for signature, the seller be required to furnish the veteran with 
a written, detailed statement of estimated closing costs, and a written, detailed 
statement of the monthly mortgage payments and monthly costs of real estate 
taxes, water rent and sewer rent, if same are charged, and any other special or 
repetitive taxes that will be incurred by the veteran, either at settlement or 
during ownership of the property. 

(c) It is recommended that builders be prohibited from advertising prop- 
erties, “VA Approved,” as this leads prospective purchasers to believe that the 
Veterans Administration is guaranteeing construction. Advertising could read, 
“Approved for VA Financing.” 

(d) It is also recommended that an instruction pamphlet be furnished to each 
veteran at the time he obtains a certificate of eligibility. This pamphlet should 
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be prepared in complete detail, furnishing all information that a prospective 
home-buying veteran requires, Such a pamphlet would bring home to the vet- 
eran the problems he will face in connection with having the property appraised, 
obtaining mortgage, necessity for inspecting the property carefully before sign- 
ing agreement of sale, or before he makes settlement, settlement costs that will 
be incurred, the seriousness of a mortgage obligation, necessity for making 
mortgage payments promptly, and setting up budget for maintaining property, 
purchasing of new furniture, rugs, and equipment. It has been our experience 
that many veterans pay attention only to the monthly mortgage charges, and 
overlook or disregard the various other expenses that enter into the buying, 
furnishing, and maintaining a home. 


Loan guaranty officer, VA regional office, Pittsburgh, Pa. : 


A standard form of contract providing for the nonforfeiture of any deposits 
thereunder in the event— 
(a) Veteran’s undertaking failed to meet VA requirements, whether per- 
taining to existing construction or proposed construction ; 
(b) The reasonable value requirements of the act were not met; 
(c) The veteran was unable to obtain a VA guaranteed loan; 


would be desirable. In fact, it would be desirable to have no lien features in- 
corporated in all construction contracts and provide a payment schedule, if pro- 
posed construction, based on in-place value. However, many suppliers will not 
supply a builder material where a no-lien agreement is recorded and many build- 
ers will not build unless advancements prior to construction are made. The VA 
has stressed all the above points, yet veterans are prone to execute contracts 
without these protective features. To make mandatory such a contract would, 
under circumstances, place the veteran at a disadvantage with the conventional 
buyer. A requirement that any contract contain a certification by a member of 
the bar, that its import was fully explained to the veteran prior to its execution, 
may warrant consideration. 


Loan guaranty officer, VA regional office, Little Rock, Ark. : 


To the extent that there could be a uniform system of contracts and sales 
agreements of a comprehensive type, a great many misunderstandings apparently 
could be avoided. The question might arise as to whether making the forms com- 
prehensive to the extent of as near complete protection as possible would make 
it more difficult for veterans to purchase due to sellers’ dislike of the forms, 
although I doubt that sellers would in many cases, or in the absence of an area 
involved in a real estate boom, decline to make sales because of the type of 
sales agreement or contract to be used. There has been a great deal of misun- 
derstanding, much of it due to reliance on the purchaser of oral statements of 
a seller, builder, or agent of either or to an actual misunderstanding of what was 
said. For some time this office has sent a personal letter to the veteran coinci- 
dent with the release to the proposed lender of the commitment to issue evidence 
of guaranty when the loan should be closed. The letter calls attention to the 
veteran’s responsibility as a purchaser and on a debt, and cautions him that in 
the case of purchasing an existing house, everything he expects to be done by the 
seller to the property should be completed prior to signing the note and mort- 
gage, or if it involves the construction of a house for him, that all questions or 
agreements between the contractor and the veteran be reduced to writing. If 
the property be proposed construction or a new existing house to be serviced by 
a septic tank, the Appraisal Section writes a short letter to the veteran (if there 
is a certicate of reasonable value for the benefit of a veteran), calling his atten- 
tion to the fact that the property is serviced by a septic tank, what action has been 
taken in attempting to protect his interest, but that septic tank under the most 
favorable conditions is not the equivalent of a connection to a sewer system. 


Loan guaranty officer, VA regional office, Waco, Tex. : 
S © ? = 9 9 


The last two points mentioned in your letter, as to warranty requirements and 
the system of sales agreements and contracts o eliminate misundersanding, 
would all be very good. However, it appears to me that such warranties or 
agreements, unless supported by a bond furnished by the builder or seller, 
would be of little benefit. 
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Loan guaranty officer, VA regional office, Fort Harrison, Mont. : 


Desirability of prescribed contracts and sales agreements: We recognize that 
a number of differences between builders and veterans or sellers and veteran 
purchasers stems from the fact that the entire transaction is not set forth in 
detail in writing. We do believe it is important that construction contracts 
and sales agreements be complete and detailed, setting forth the responsibilities 
and liabilities of the parties involved. As in the case of a warranty, there is, 
however, the possibility that any prescribed form of contract may be so binding 
that the better builders would refuse to execute it, with a net result of a further 
loss in veteran’s housing. 


Loan guaranty officer, VA regional office, Hartford, Conn. : 


Your question as to the desirability of inaugurating a system of contracts and 
sales agreements to eliminate misunderstandings between the veteran-purchaser 
and builder or seller is an excellent thought. Under the present system in- 
volving proposed construction of an individual home, we seldom if ever see a copy 
of the actual contract unless the loan papers are submitted to us for prior ap- 
proval. Furthermore, those cases relating to the construction of a single unit 
most frequently concern a veteran and a “small time” builder who usually has 
little knowledge of formal business procedure or of negotiable instruments. 
Therefore, the contract, if any, is usually drawn up in long-hand and is so vague 
in its terms that in a probability neither party could be held accountable in any 
court of law. In those cases involving developments or subdivisions which are 
to be processed as proposed construction and is subject to either FHA or Vet- 
erans’ Administration inspections, the copy of the proposed sales agreement is 
usually submitted with other data at the time when the request for appraisal 
is received. We are pleased to report that as a result of an extensive educa- 
tional program sponsored by the Veterans’ Administration most builders now 
insert a clause in the sales agreement to the effect that the veteran will receive 
full refund of any deposit made and that the agreement will become null and 
void in the event the veteran is unable to get a GI loan in the required amount. 
About the only legal forms that the Veterans’ Administration will furnish or 
provide to those operating under our program are escrow agreements to be used 
in connection with off-site improvements or to provide the terms for escrowed 
funds for paraplegic veterans (Public Law 702) and mortgage notes and 
mortgage deeds approved by the RFC (FNMA) for use in Connecticut. How- 
ever, if a formal contract or sales agreement could be drawn up in simple form 
suitable for use and conform to various State laws under which the Veterans’ 
Administration must operate, we are convinced that lenders, builders, agents, and 
veterans would be glad to use such forms exclusively in connection with real- 
estate transactions wherein Veterans’ Administration financing is concerned. 


Loan guaranty officer, VA regional office, Atlanta, Ga.: 


The desirability of a system of contracts and sale agreements to eliminate 
misunderstanding between the veteran-purchaser and the builder or seller: 
It is my opinion that a sales agreement or purchase contract should be de- 
signed in which the full terms and conditions of the sale will be clearly stated, 
showing an accurate description of the real estate, type and size of house, 
and other information incident to the purchase. I also believe it will be most 
helpful in approving loans for guaranty if instructions are issued to sellers 
and lenders as to the information required in the sales agreement prior to 
approval of the loan. The sales agreement should be submitted with automatic 
loans as well as loans submitted for prior approval. 


Loan guaranty officer, VA regional office, Denver, Colo. : 


We would welcome the consideration of a uniform contract of sale or sales 
agreement for use in connection with the sale of both new and existing homes 
to veterans on which GI loans are contemplated. 

Supporting reasons: 

1. The Veterans’ Administration has seen fit to supply a uniform deed of 
trust and deed of trust note, which adequately protect the veteran-borrower 
and the Administration. Therefore, it would seem only logical that the Vet- 
erans’ Administration could prepare uniform contracts or sales agreements 
for use by lending institutions, realtors, builders, sales agents, or individuals, 
for use when a sale to a veteran is contemplated. 
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2. Such a sales contract or agreement could recite the proper legislation 
that would adequately protect all participants to the contract from any misun- 
derstanding or evasion of the terms of such contract. 

3. Likewise, this contract or sales agreement could specifically cover re- 
strictive covenants, special improvement districts, and financial obligations as 
they relate to the parties of the contract. 

4. We have had a number of instances brought to our attention recently 
in which there was considerable question as to whether the veteran-purchaser 
or the seller should pay for certain special improvement assessments, which 
were clearly the understanding of the Veterans’ Administration, in its de- 
termination of reasonable value, that the seller was obligated to pay. A uniform 
type of contract in such an instance would specifically set forth this responsi- 
bility and would be of tremendous value. 

5. While only a few instances have been brought to our attention in which 
veterans made payments of earnest money, or down payments which were not 
refunded because of inability to secure a GI loan for any reason, nevertheless, 
a standard provision protecting the purchaser in all cases is certainly recom- 
mended. 

6. Another reason for the uniform contract has been a tendency on the part 
of builders and sales agents to insert a clause in purchase contracts requiring 
that they be given the exclusive sales agency in the event of resale by the pur- 
chaser within a period of 2 years. Whether or not such a provision is legal is 
largely immaterial, since the impression created in the mind of the veteran- 
purchaser is that he is legally bound by such an agreement. This practice is an 
abuse of privilege which we believe should be corrected if possible. 


Loan guaranty officer, VA regional office, Cincinnati, Ohio: 


Your last question was: “(3) The desirability of a system of contracts and sales 
agreements to eliminate misunderstandings between the veteran-purchaser and 
the builder or seller.” Concerning this question, more than the others perhaps, 
it is most difficult for me to form any recommendation. Having been an attorney 
for a substantial number of years, perhaps I am more aware of the foibles of 
human nature than most. I know, for example, that it is admirable to wish 
that “all persons coming to the market place,” including World War II veterans, 
should have immediately at hand the benefit of expert advice and counsel. Cer- 
tainly, this should be true in the making of the largest single purchase [a home] 
which most individuals transact in their lifetime. Unfortunately, it has seemed 
that most of the difficulties and complaints surrounding homes acquired via GI 
loans have involved those instances where the purchaser sought and obtained 
blindly, and without proper advice, the property which he later described as a 
“millstone around my neck.” Then, too, I have found that when sound advice 
runs counter to the emotional desire of the moment, desire often wins; albeit 
with complaints developing after the rude awakening comes. 

It may be that there could be contrived a system of uniform sale agreements 
and building contracts which would be protective as to the veteran. It goes 
without saying that such agreements should afford equal protection to the builder 
and/or seller. Oftentimes it has been found that communications voicing com- 
plaints were not tolerant of conditions beyond the control of the Federal agency, 
lender, or builder, as the case may be. Naturally, the drafting of such standard 
construction agreenients and/or contracts of purchase would require special 
adaptation to meet the exigencies of the particular legal jurisdiction. I am 
mindful that custom and practice vary greatly, as between, for example, the 
different States. Also, in this State it is true that settlement relative to general 
tax levies and special improvement assessments vary. It appears a moot question 
whether or not VA-required standard construction agreements and/or contracts 
to purchase would attain sufficient dissemination or adoption amongst all inter- 
ested parties to gain broad acceptance, without greatly reducing the opportunity 
of World War II veterans to obtain GI financing. 


Loan guaranty officer, VA regional office, Lubbock, Tex. : 


I do not think any system of contracts will eliminate misunderstandings. A 
contract might be drawn that would decrease these misunderstandings, but I 
do not believe they will be eliminated for the reason that very few veterans, or 
other purchasers for that matter, read the sales or purchase contracts they 
sign. In trying to draw a contract as outlined in your question, it is believed 
that we would have to consider not only the State laws of the several States, 
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but in addition, the many different and complicated city ordinances and building 
codes of all our different cities. A contract that suits one case will in all prob- 
ability not be suitable for the next. We in this office from the beginning of our 
program have never let the opportunity slip without telling a veteran that he 
should employ a good lawyer of his own to check all his contracts and papers 
before he signs, and not depend upon the lawyers of the lenders or contractors 
or others. Of course, we always tell him that this is not a requirement of the 
program or a part of the regulations; it is just good business sense, and we 
have found that the veteran who will employ the services of a good lawyer very 
seldom is disappointed in the home he purchases. 


Loan guaranty officer, VA regional office, Boise, Idaho: 


A system of contracts and sales agreements for this purpose would unques- 
tionably be an improvement. However, putting such a system into operation and 
the subsequent control of same, would, in our opinion, present a problem that 
would be very difficult to administer. In approximately 90 percent of the cases 
coming to the attention of this office for loan guaranty, the transaction between 
the seller and the veteran-buyer has already been consummated and is evidenced 
by various forms of agreement such as earnest money deposit receipts, standard 
agreements to buy and sell, and other commonly, used sales agreement forms for 
such purposes, which involve both the purchase of older existing homes and new 
existing homes. If a system could be devised, whereby a standard form of con- 
tract and sales agreement could be used in all cases wherein a veteran contem- 
plates the purchase of residential property, and further could be instituted and 
controlled, it would, in all probability, tend to alleviate some of the difficulties 
being experienced by reason of misunderstandings between the veteran-buyer 
and the seller. Practically all project building of residential property for sale 
in this State has been under FHA commitment and construction supervision, and 
in a very large percentage of these cases the Veteran’s Administration has not 
been contacted relative to a guaranteed veteran’s loan until the homes are en 
tirely completed and the property sold to a veteran-purchaser. For this reason, 
you will understand in many cases that it is very difficult to attempt to reconcile 
differences between the veteran-buyer and seller at the time a loan application 
is received for processing in the Veterans’ Administration, based on a sales 
agreement entered into at a previous date of which the Veterans’ Administration 
had no knowledge. 


Loan guaranty officer, VA regional office, Montgomery, Ala. : 


To provide at Government expense a standard (printed) form contract and 
sales agreement would, in my opinion, eliminate considerable misunderstanding 
and errors of the past and prove satisfactory to veteran purchasers and under- 
writing agencies. 


Loan guaranty officer, VA regional office, San Antonio, Tex.: 


Under this program, a considerable variation exists in the types of contracts 
and sales agreements due to the peculiarities of various State laws; therefore, 
it is doubtful that a proper standardization can be made. Legislation might 
be enacted to require that certain statutory clauses be included in any contract 
under which the Government becomes obligated as insurer or guarantor. One 
such clause might require that all earnest money or down payments be handled 
through a reliable, recognized escrow agent and that such funds be returned to 
the veteran purchaser should the Government declare the transaction ineligible 
for insurance or guaranty. Another clause might set up a requirement that 
in the submission of all closing transactions to the Veterans’ Administration 
requesting guaranty, they be accompanied by a closing statement of the loan 
agent or title company attested to by all interested parties, i. e., purchaser, 
seller, agent lender, and the title company or other such closing offiical. 


Loan guaranty, officer, VA regional office, Winston-Salem, N. C.: 


It is our opinion that contracts and sale agreements should be standardized, 
and we believe that they can be prepared so as to eliminate misunderstandings 
and afford definite protection for the veteran purchaser. The contract should 
include the following clause: “This sum represents the entire consideration pay- 
able. 
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Loan guaranty officer, VA regional office, Phoenix, Ariz. : 


At the present time, when a builder requests an appraisal of a group of houses 
consisting of five or more, he is required to submit to the VA a copy of his 
proposed sales or deposit agreement. When these agreements are properly 
analyzed, there invariably result considerable correspondence or personal inter- 
views with the builder in order to have him incorporate in the agreement certain 
provisions deemed necessary and proper, and frequently to have him eliminate 
certain provisions not found proper. This usually results in requiring a redraft 
or several redrafts of the original agreement submitted. 

It is believed that it would be preferable for the VA to have model copies of 
agreements prepared to meet the majority of the types of transactions encoun- 
tered and have the builder agree to use the form dictated by the VA. Certain 
objections to this procedure are apparent. However, it is believed that this is 
the only method by which proper and complete agreements will be used by the 
builder-seller and the veteran-purchaser. It would not be feasible to make this 
requirement in the individual construction case where the veteran owns his own 
lot and engages his own builder, or where the veteran deals with the small 
builder-operator who is not engaged in a so-called project development. In all 
cases dealing with groups of five or more GI project houses, it should be practical. 
I believe, furthermore, that each time the VA appraises a group of houses in a 
project where the builder-seller is selling from a model house or plans and 
specifications, VA should require the sales agreement to refer to attached plans 
and specifications and the veteran should be supplied with a proper set of plans 
and specifications for his home. 


Loan guaranty officer, VA regional office, Milwaukee, Wis. : 


The sales agreement forms used in this area are adequate for the sale and 
purchase of existing properties. We believe, however, that a standard form of 
agreement between the veteran and builder covering new construction would 
eliminate many disputes. It is our recommendation that all loans for construc- 
tion, whether made by supervised lenders or others, be submitted to the Veterans’ 
Administration on a prior approval basis which would require a signed copy of 
the actual contract entered into between the veteran and the builder accompany 
the application. Any subsequent change in the contract or supplemental side 
agreement should not be permitted without the Veterans’ Administration 
approval. Such an arrangement would not be only helpful in avoiding a mis- 
understanding between the veteran and contractor but would also allow the 
Veterans’ Administration to have some control over the transaction with possible 
adjustment in the total cost to the veteran and prompt completion of construction. 


Loan guaranty officer, VA regional office, Albuquerque, N. Mex.: 


We believe there is some merit to a system of uniform contracts and sales 
agreements, providing such contracts are in accordance with customary and 
approved practices within the State and detailed enough to not only be fair to 
the seller but protect the interest of the veteran. At the same time, we feel that 
standardized contracts should not only be used in connection with Veterans’ 
Administration guaranteed loans but should be required in connection with the 
sale of any real estate, the purchase of which is to be financed in whole or in 
part by any Government guaranty or insurance program. For quite some time 
this office has conducted an educational program among our veterans, designed 
to impress the veteran of the fallacy of signing contracts for purchase of prop- 
erties unless the contract is complete and sufficient to protect his interest. Be- 
cause of the relative smallness of the operations in this office, permitting us to 
enjoy the acquaintance of all builders and lenders in the State, we have been 
able to achieve considerable success in getting builders and other sellers to use 
a contract or sales agreement which is more or less uniform and affords the 
veteran-purchaser reasonable safeguards. It would, of course, be much easier 
for us to further this program if a standard sales agreement were mandatory 
among all of the various agencies in the State, so that the requirement would 
be more or less customary. 

It has been observed by the undersigned that there is a growing practice among 
speculative builders to use down payment or earnest money payments to supple- 
ment their working capital. Such a practice should, in our opinion, be pro- 
hibited and builders or other sellers should be required to deposit in an escrow 
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all down payments and earnest money payments made by purchasers of prop- 
erties, the sale of which are to be financed in whole or in part by a Government 
guaranteed or insured loan. 


Loan guaranty officer, VA regional office, Louisville, Ky. : 


A written contract which specifies the terms and conditions under which the 
property is sold would enable the purchaser and the seller to have a better 
understanding of what is expected of each party, and is desirable. 


Loan guaranty officer, VA regional office, Salt Lake City, Utah: 


Misunderstandings between builders and veterans has been mostly in connec- 
tion with project building where sales were made from plans and specifications 
and the loans processed automatically. Under the automatic procedure, lenders 
are not required to submit sales agreements or contracts. Thus, all loan pro- 
ceeds are disbursed by the lenders without the submission of contracts or con- 
struction agreements to the loan guaranty division. Difficulty has been experi- 
enced in individual transactions between veterans and contractors by reason 
of inadequate or incomplete construction contracts. 

It is reeommended that consideration be given to an amendment whereby all 
construction loan cases shall be processed for prior commitment before starting 
construction, at which time a copy of the accepted bid would be submitted to 
the Veterans’ Administration together with a bidder's breakdown of costs, also 
a copy of proposed contract agreement. This would eliminate the automatic 
provision of section 501 in respect to construction loans and would permit the 
Veterans’ Administration to check qualifications of bidder and an opportunity to 
suggest additions or changes to contract agreement which would tend to avert 
future misunderstandings between veterans and contractors. 

In our opinion, it is most desirable that a standard simplified contract agree- 
ment form be adopted and attached to plans and specifications in each case where 
the veteran has entered into a contract to construct or purchase a dwelling which 
is under construction. This form to be similar to VA Form 4-6943 used in con- 
nection with direct loans (copy attached). 

After considering the matter of agreement between the veteran purchaser and 
the seller on existing housing, it has been determined that it is impracticable 
to attempt to devise a form which would be acceptable to the Veterans’ Ad- 
ministration and real-estate brokers. The only recommendation we can visual- 
ize would be an educational program to encourage the veteran to consult his 
attorney prior to entering into an agreement to purchase an existing dwelling. 


Loan-guaranty officer, VA regional office, Kansas City, Mo.: 


In the year 1946 officials of the Veterans’ Administration and the Reconstruc- 
tion finance corporation in Washington, D. C., designed and approved forms of 
notes and mortgages for use in connection with VA guaranteed or insured loans 
in the different States jurisdictions. Lenders here have shown decided and 
marked preference for the use of these approved loan instruments because they 
were designed to meet all the requirements of the VA loan-guaranty regulations. 
Ajthough VA has no control over the contracts entered into by veterans, our staff 
is of the opinion that the preparation of a standard form of contract to purchase 
real estate for each State jurisdiction, which form would be available for use by 
those who so desire, would eliminate or minimize any subsequent misunderstand- 
ing between the parties at interest. Experience here indicates that most of the 
controversies arise because of a lack of contractual agreement on such items as— 

(a) A contingency clause providing for cancellation of contract and refund 
of -_ payment in the event veteran’s application for guaranty of loan is 
denied. 

(b) Correct identification of the property, including correct street address, 
and proper legal descriptions obtained from evidence of title. 

(c) Any limitations referred to in the evidence of title, such as easements, 
restrictions, etc. 

(d) Any warranty that is determined to be advisable in connection with 
the adequacy of construction in cases of newly built homes. 

(e) Extent of warranty, if any, of old or existing dwellings. 

(f) In cases of new construction, a statement of what constitutes correc- 
tion of construction as distinguished from maintenance and repair. 

(9g) Definite statement concerning responsibility of respective parties con- 
cerning payment of taxes, including special assessments; also, title expense. 
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(hk) An agreement in new-construction cases to submit any changes from 
original plans and specifications agreed to by the parties to the VA regional 
office for approval. 

(i) Statement as to what constitutes delivery of possession. 


Loan guaranty officer, VA regional office, Honolulu, T. H.: 


All kinds of contracts and sale agreements are presently in use with prac- 
tically no uniformity in protecting the uninformed veteran. It is our opinion 
that a system of contracts and sale agreements would be very beneficial in 
eliminating misunderstandings for all concerned. This should also include that 
the Veterans’ Administration through the lender approve such changes during 
construction that affect reasonable value. If the GI loan cannot be granted, 
the full down payment should be returned to the veteran. In addition to the 
above, an escrow arrangement should be required for the down payment plus in 
construction cases, any other funds caused by additions to original contract. 


Loan guaranty officer, VA regional office, Chicago, IIL. : 


In my opinion, a standard form of contract for construction and a standard 
form of sale agreement are highly desirable. In spite of continued recom- 
mendations through newspaper articles, radio, and public contact, veterans 
will sign contracts which have no measure of protection for the return of their 
deposits in case of failure to obtain a GI loan of the amount required. In spite 
of these efforts, veterans do sign contracts for construction of the vaguest nature 
as to what is to be performed by the contractor or builder which lead to serious 
misunderstanding and enhanced efforts on the part of the Veterans’ Administra- 
tion to develop a satisfactory conclusion. I do recommend such contracts, and 
in the case of a construction contract a very definite stipulation as to any work 
or materials which are to be provided for by the veteran outside of the contrac- 
tor’s obligations. 


Loan guaranty officer, VA regional office, Wilkes-Barre, Pa.: 


We believe that uniform construction contracts and sales agreements to 
eliminate misunderstandings between veteran and builder, or seller, are desir- 
able. It is recommended that VA adopt a standard form for use on Nation- 
wide basis which would embody protective measures, for instance, as in exist- 
ing construction: 

(a) To provide for refund of deposit made by veteran in the event prop- 
erty for some reason is not eligible for loan purposes under act and regula- 
tions. 

(b) Guaranteeing satisfactory operation of heating equipment and 
plumbing. 

(ce) Sound roof. 

(d@) Satisfactory functioning of septic tank. 


Loan guaranty officer, VA regional office, Baltimore, Md. : 


A positive system of control over contract forms and sale agreements appears 
to be outside present authority and relatively less important if proper construc- 
tion standards are adhered to rigidly. 

With respect to the sale of existing homes, the number of instances appears 
relatively small where the contract of purchase in itself creates a hardship. 

It is a primary function of the VA to guarantee loans, passing upon the ade- 
quacy of the security and the credit position of the borrowers. Control over 
preliminary contracts that originate between seller and veteran would be very 
difficult. 

During the 7 years of loan-guaranty operations we have continuously cau- 
tioned veterans, sales brokers, and others against use of any contract not con- 
ditioned upon VA approval of the veteran's application. In instances where the 
veteran was confronted with possible loss of earnest money payment, we have 
been generally successful in interceding in his behalf through direct communi- 
eation with the broker and, if necessary, the State real-estate board in extreme 
cases; and seldom in our knowledge has the veteran suffered loss beyond the 
requirement that he accept outside financing at conventional non-guaranteed- 
loan rates. This educational program has been continuous through use of cir- 
culars, advice to veterans, and other forms of publicity. 

We favor any expansion of standard sales contract that will offer added pro- 
tection to the veteran, but doubt the justification of sponsoring any strict rule 
of procedure. 
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Where a builder sells from a sample house using the equivalent of an option 
form with the ultimate sales price undetermined at time of such option “escala- 
tor clause,” such contracts are given no weight or consideration by this office. 


Loan guaranty officer, VA regional office, Indianapolis, Ind. : 


Continue implementation of present supervisory requirement of submitting a 
form of builders’ contract on project cases at a time of request for appraisal, 
and an extension of this requirement to apply to all new construction of lesser 
number of units. While a uniform contractual agreement would be highly desir- 
able, its attainment would require considerable educational work with the real- 
estate fraternity and lenders. If its use became mandatory, it might act as a 
deterrent to participation in the GI program. This is particularly true as it 
applies to loans on existing properties, which represent by a large majority, the 
cases processed through this office. 


Loan guaranty officer, VA regional office, Miami, Fla. : 


The most important objection to the sales contracts or deposit receipts is that 
it is either no contract or at best unilateral, in scope. It binds the veteran but 
creates no legal responsibility for the seller or builder to perform. The seller 
in his contract provides for many gimmicks to avoid responsibility thereunder. 
For example, it will stipulate that the contract will terminate without further 
liability on the part of the seller or builder upon refund of a part or all of the 
deposit should any of the following conditions exist: 

(1) Unavailability of materials or supplies. 

(2) Labor difficulties. 

(3) Inability to obtain financing for either the construction loan or the 
placing of the permanent mortgage. 

(4) Changes in existing governmental regulations. 

(5) Any other conditions which may prevent the builder or seller from 
performing. 

This is a one-way street, however, for should the veteran attempt to withdraw, 
no matter what the reason may be, goodbye deposit. To add further insult, the 
seller or builder invariably provides that if he so elects he can also sue for breach 
of contract or demand specific performance. Unfortunately, the Veterans’ Ad- 
ministration, under the existing laws, has little, if anything, to say as to the 
terms of the contract between the veteran-borrower and the seller or builder. 
The veteran seeks counsel or advice from the Veterans’ Administration after he 
has become obligated and then realizes he has gone out on a limb. There are 
certain basic principles which sellers and builders should be forced to include 
in their contracts with veterans using their GI entitlement. The average veteran 
has no conception as to the many legal pitfalls that may exist in such a contract. 
The Veterans’ Administration is ready and willing to help but, unfortunately, 
under existing laws its hands are tied and invariably when the veteran does seek 
out our aid, it is too late, the contract has been signed and the damage done. 

Perhaps a standardized contract form, legally acceptable to all jurisdictions, 
could be adopted bearing in mind some of the following ideas: 

(1) The contract should be specific in identifying the property purchased; 
that is, the legal description should be complete. 

(2) If items of equipment are included in the purchase price, they should 
be identified by make and model. 

(3) The contract should be explicit in reciting the purchase price. 

(4) The contract should recite who pays the closing costs and prepayments. 

(5) The contract should be signed by persons authorized to bind and legally 
obligate the seller and borrower. 

(6) The contract should recite that the seller or builder will furnish the vet- 
eran a complete abstract. 

(7) The contract should provide that if the veteran’s application for a VA- 
seamen loan is not approved by the VA, the veteran’s entire deposit will be 
returned. 


(8) The contract should also provide for a proper proration of insurance and 
taxes as of the date of closing. 

(9) The contract should stipulate that any changes, deletions, alterations, 
or additions from the original plans and specifications must have the written 


art of both parties, namely veteran and seller as well as the approval of 
the VA. 
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(10) The contract should not provide for any escalator clause or cost-plus 
price but should represent a firm fixed price. 


Many of the above ideas may seem unnecessary to you or perhaps leaning 
too heavily in favor of the veteran. It should be remembered however that it 
is for all intents and purposes the seller or builder’s contract. As for the 
veteran it is a Hobson’s choice, he either signs as written or no house. 

More teeth should be placed in the law to permit the VA to exercise discretion 
as to the acceptability of contracts between the veteran and seller. It is be- 
lieved that this can best be accomplished through a standardized contract 
which could be changed to fit each State. 

Loan guaranty officer, VA regional office, Houston, Tex. : 

A uniform sales contract would be warranted, particularly to cover proposed 
construction when buying from plans and specifications. The builder’s war- 
ranty as to construction, compliance with plans and specifications, etc., and the 


purchaser’s inspection of the property prior to acceptance should be incorporated 
in the contract. 


Prosptems RELATING To A MANDATORY BUILDERS’ WARRANTY 


A mass building program such as the veterans’ loan-guaranty pro- 
gram, which injects the Federal Government as the guarantor of a 
portion of the veteran’s loan, stimulates production of large quanti- 
ties of low-cost housing. It disrupts the traditional normal relation- 
ship between the purchaser, the seller, and their banker. Before the 
period of Government sponsorship of housing, most homes were pro- 
duced on an individual basis, and the purchaser entered the trans- 
action with the full approval and guidance of his lending institu- 
tion. With the Federal Government assuming a contingent liability 
for a large portion of the loan, there is a tendency for lending institu- 
tions to abandon some of its normal precaution. A veteran-purchaser 
then turns from the lending institution to the Federal Government 
for assistance in protecting his interest. 

As deficiencies occur resulting from poor planning, poor building, 
and sharp sales practices, a demand arises from purchasers for legal 
protection by the Feder al Government. A builders’ mandator y war- 
ranty has been repeatedly suggested as a bulwark against shoddy 
building. Most reputable builders do not object to the ‘philosophy of 
a warranty, and there has been a substantial move on the part of 
certain organizations to institute a voluntary warranty or service 
policy. A large number of reputable builders have voluntarily 
adopted such a procedure, since they recognize that the purchaser is 
entitled to a certain amount of protection and they recognize an ele- 
ment of good public relations in giving the purchaser a guaranty as to 
the quality of his selection. Some builders who are willing to institute 
a voluntary warranty, object to the thought of a warranty established 
by Federal statute on the basis that it might create an element of 
bureaucratic interference in their affairs. Duri ing the Eighty-second 
Congress, an amendment to title III of the Servicemen’s Re: idjustment 

Act of 1944 suggesting a warranty provision was proposed for con- 
sideration and passed by the House of Representatives. The war- 

‘anty was subsequently removed in the conference committee; how- 
ever, the warranty provision was not removed in conference committee 
on the basis that it was erroneous in principle, but rather on the basis 
that it needed more thorough consideration by Congress. Quoted 
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below is the amendment to title IIT of the Servicemen’s Readjustment 
Act of 1944 as it passed the House of Representatives in H. R. 7656. 

The seller of a newly constructed dwelling unit which is sold for initial occu- 
pancy to any person who meets the eligibility requirements of section 500 (a) 
or section 1506 of this act, as amended, with the aid of financing guaranteed or 
insured by an agency or instrumentality of the Federal Government, and such 
other person as may be required by such agency or instrumentality to become 
warrantor, shall be deemed to have expressly warranted to such purchaser that 
the dwelling is constructed in substantial conformity with the plans and speci- 
fications on which such agency or instrumentality based its valuation of the unit 
or its commitment to guarantee or insure a loan to finance the construction or 
purchase of such unit. Such warranty shall apply only with respect to failures 
of performances as to which the purchaser has given written notice to the 
warrantor within one year from the date of initial occupancy. 

This committee feels that the Congress acted wisely in delaying 
consideration on the amendment outlined above, since the inclusion of 
such an amendment in the act could raise a number of serious ques- 
tions. The proposed warranty did not solve the question of the con- 
tractual relationship between the purchaser and the seller and gave 
no guidance as to the handling of cases where an inconsistency arises 
between the sales contract and the plans and specifications on file with 
the Veterans’ Administration. The proposed warranty was expressed 
in terms of substantial conformity with the plans and specifications on 
which the Federal agency based its valuation of the unit or its com- 
mitment to guarantee or insure a loan to finance the construction or 
purchase of such unit. The warranty did not provide that, in the 
event the Veterans’ Administration authorized a substantial deviation 
or change after the initial commitment was issued, the veteran-pur- 
chaser who was already committed to a firm contract would be notified 
of the approved deviation or change. The proposed warranty did 
require that all questions pertaining to performance under the plans 
and specifications be submitted to the Veterans’ Administration for 
adjudication and subsequent enforcement. The wes warranty 
gave no guidance as to how the determination of performance was to 
be made. No provision was made for a system of review and appeal 
to the initial determination made by the field office. The proposed 
warranty did not specifically say that in the event a failure was estab- 
lished the Federal agency would seek restitution for the veteran-pur- 
chaser. It implied, however, that in the event the builder failed to 
make a proper adjustment, the Veterans’ Administration would refuse 
to appraise any dwelling or housing project owned or sponsored or to 
be constructed by such persons in the future. In the event the builder 
who failed to conform to the plans and specifications had no plans to 
build under the Veterans’ Administration program in the future, ap- 
parently the Veterans’ Administration would be powerless under the 
proposed amendment to effect restitution for the veteran-purchaser. 
The proposed warranty contained no provision that the warranty or 
guaranty by the builder be made part of the sales contract between 
the purchaser and the seller. 

The ultimate objective of the proposed warranty is desirable; how- 
ever, it is doubtful that the proposed warranty would function satis- 
factorily without a number of serious administrative complexities. 
It is believed that the objective of the ae warranty can be ac- 


complished without injecting the Federal Government in the role of 


an umpire or mediator charged with responsibility of adjudicating or 
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enforcing a warranty. It is believed that the question of guaranties 
and Roaeeess is a question which relates directly between the pur- 
chaser and the seller and that the Federal Government will have satis- 
factorily performed its role if it carries out the following obligations: 

1. The agency of the Federal Government secures and properly re- 
views plans and specifications upon which valuations are made and on 
which its commitment to guarantee or insure a loan to finance the con- 
struction or purchase of a dwelling unit is predicated. 

2. The plans and specifications secured by the Federal agency are 
filed and properly posted as to approved amendments and changes. 

8. The Federal agency maintains a compliance inspection system to 
assure that no unit is approved for a commitment to guarantee or in- 
sure a loan if the unit is not constructed in accordance with the plans 
and specifications on file with the Federal agency and the minimum 
construction requirements used as basic policy in administration of the 
program, 

4. The Federal agency supervise the contract relationship between 
the veteran-purchaser and the seller and require that the seller certify 
to the Federal agency that each sales contract used in connection with 
housing sold to veterans under title III of the Servicemen’s Readjust- 
ment Act of 1944 contain a provision to the effect that the plans and 
specifications on file with the Veterans’ Administration have been 
incorporated by reference into the contract and that the housing unit 
has been constructed in accordance with those plans and specifications 
and in aécordance with the minimum construction requirements of 
the Veterans’ Administration; and, further, that no changes in the 
plans and specifications on file with the Veterans’ Administration will 
be made without prior approval by the Veterans’ Administration, the 
builder, and the purchaser. 

5. The builder should be required to further certify that the con- 
tract between the veteran-purchaser and the seller contains a provision 
guaranteeing plumbing, electrical, and heating fixtures for a period 
of 1 year and such other guaranties as are necessary in particular 
geographical areas, such as a guaranty for a dry basement, a guaranty 
of the septic tank, and a guaranty of a sound roof. 

It is believed that an amendment to title III of the Servicemen’s 
Readjustment Act of 1944 authorizing the Veterans’ Administration 
to require that the provisions outlined above be made part of the sales 
contract between the veteran-purchaser and the seller will achieve the 
objective of a mandatory builders’ warranty and at the same time will 
retain the primary civil relationship in its proper place; namely, be- 
tween the purchaser and the seller. Such authority for the Veterans’ 
Administration would serve to eliminate the future possibility of 
builders making one representation to the Federal Government for 
the purpose of securing financing and making another representation 
tothe veteran-purchaser. Authority for the Veterans’ Administration 
to relate the veteran-purchaser’s contract to the plans and specifica- 
tions placed on file with the Veterans’ Administration by the builder 
for the purpose of securing guaranty commitments from the Veterans’ 
Administration can raise no valid objection on the part of the builder, 
since there obviously could be no honest reason why a builder should 
object to committing himself to deliver to the veteran-purchaser the 
same product which he committed himself to the Federal agency to 
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provide in order to secure a guaranty to finance the purchase of the 
unit. 

One objection can be raised to this solution. It has been pointed out 
that a builders’ contract without a bond may be of little value in 
the case of the builder who organizes his operation into a limited 
liability corporation or who has inadequate financial resources to 
carry out his commitment. Various suggestions have been advanced 
concerning the desirability of a performance bond. It is recognized 
that in some instances builders may be inclined to resort to various de- 
vices to evade the obligations of their contracts with veteran-pur- 
chasers. However, such persons would be subjected to serious civil 
liability, and there is no reason why this problem should reach any 
serious proportions if the Veterans’ Administration’s compliance in- 
spection system functions with some degree of efficiency. 

This committee sent a questionnaire to the 67 Veterans’ Adminis- 
tration regional loan guaranty officers and requested that they submit 
an opinion on the following question: “* * * the desirability of 
a guaranty or warranty requirement against builders who failed to 
follow proper construction standards.” Those loan guaranty officers 
objecting to a mandatory warranty advanced as their primary reason 
the fear that a builders’ warranty might force some builders to 
abandon the veterans’ program. 

A number of loan guaranty officers pointed out that a mandatory 
warranty might raise serious administrative complexities. Some loan 
guaranty officers were of the opinion that a mandatory warranty 
would increase construction costs for the reason that the builder would 
pass on to the veteran an increased cost calculated to protect him 
against the liability of the warranty. Those loan guaranty officers 
objecting to the idea of a mandatory warranty seem to be in accord 
with the basic intent of the warranty; however, a majority of these 
loan guaranty officers were of the opinion that an improved compli- 
ance inspection system would serve to give the veteran home owner 
the protection he needs without the complexity of administering a 
mandatory warranty. Some loan guaranty officers were of the opin- 
ion that the objective of the warranty could be accomplished by giving 
more attention to a builders’ rating system which would be used to 
reduce the appraised value of housing constructed by a builder who 
was known to have been previously identified with construction of 
poor quality. Many of the loan guaranty officers who advised against 
a mandatory warranty stated that they did not believe that a war- 
ranty would be successful without a performance bond to accompany 
it. Other loan guaranty officers expressed the hopeful opinion that 
the voluntary warranty being sponsored by certain home-builders’ 
organizations would achieve universal acceptance and partially solve 
the problem. A majority of the Veterans’ Administration loan guar- 
anty officers favored some sort of builders’ warranty. Some of their 
opinions are quoted below: 

Loan guaranty officer, VA regional office, Philadelphia, Pa. : 

When a builder fails to correct justifiable complaints, it is recommended that 
the VA decline to do any further business with this builder. 

To protect against the possibility of such a builder submitting additional 
operations or developments for appraisal by the Veterans’ Administration, it is 


recommended, in any case where a group of properties is submitted to the VA 
for appraisal, that, in addition to other supporting material required, the lender, 
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builder, or sponsor be required to furnish not only the name of the construction 
company, but the name of the partners, principal owner or owners, officers, and 
principal stockholders with whom the building company is incorporated. 

When loan papers are submitted, it should be a requirement that the papers 
be supported by certification by the builder that construction equals or exceeds 
construction indicated by plans and specifications submitted to the members of 
the appraisal committee, equals or exceeds VA minimum construction require- 
ments, and equals or exceeds any applicable State or township requirement 
regarding structural stability, sanitation, safety, and zoning. 

It is also recommended that the builder be required to guarantee, for a period 
of 1 year after settlement, structural members, roof, heating and plumbing (in- 
cluding individual sewage-disposal system, if one is installed), and service of 
basement against water condition resulting from seepage or pressure, if this 
should develop. The builder should also be required to guarantee all other 
items of construction for a period of 6 months after settlement. 


Loan guaranty officer, VA regional office, Atlanta, Ga.: 


The desirability of a guaranty or warranty requirement against builders who 
fail to follow proper construction standards: It is believed advisable that all 
builders who are building for resale to veterans be required to post with the 
lender or designated escrow agent a completion bond (cash or otherwise) 
in an amount of at least 5 percent of purchase price with a minimum of $200, 
which bond or deposit will be posted at the time of acceptance of sales contract 
and/or application for guaranteed or insured loan. This bond to remain in 
effect for a period of at least 6 months after completion of the structure and 
until a full and adequate inspection has been made by qualified, approved in- 
spectors and/or a full release signed by the purchaser. 


Loan guaranty officer, VA regional office, Hartford, Conn. : 


You have asked our opinion as to the desirability of a guaranty or warranty 
requirement against builders who fail to follow proper construction standards. 
As you well know, countless individuals and firms have entered the building 
and contracting field during the past 5 or 6 years who, but for the Veterans’ 
Administration loan guaranty program, would never have considered the venture. 
While your letter of inquiry would seem to suggest the desirability of obtaining 
a guaranty or warranty from only those builders who fail to follow proper 
construction standards, we believe that the standards which we seek to create 
would be more readily attained if all builders, regardless of reputation or 
financial stability, were required to give a limited guaranty on houses which 
they build and sell to veterans. We would like to recommend that an attempt 
be made to have all builders agree to return to a home after 30 days’ occupancy 
to make minor repairs and adjustments and to guarantee a dry basement and 
satisfactory operation of the heating and septic-tank systems for a period of 1 
year. Enforcement of this suggestion would take care of and eliminate at least 
80 percent of all complaints relative to dissatisfied veteran home purchasers. 
Such a requirement without a doubt would drive the shoddy builder, as well as 
those speculators operating on a hand-to-mouth financial basis, from the home 
building field. The good builder, referring to those who take pride in their 
work and are anxious to protect their reputation by correcting obvious defi- 
ciencies, would not hestitate to give the guaranty. A required guaranty from 
all builders would be extremely beneficial to the better class of builders inasmuch 
as they would not feel compelled to cut corners or lower their standards in 
order to meet competitive prices of those builders who barely meet minimum 
construction requirements and refuse to submit to either FHA or Veterans’ 
Admiinstration compliance inspections. 


Loan guaranty officer, VA regional office, Winston-Salem, N. C.: 


The contract should afford the veteran purchaser a guaranty or warranty 
for at least 1 year against substandard workmanship or defective materials. 
Those builders who are in position to provide a warranty for a longer period 
should be permitted to do so and charge a reasonable fee therefor. Provision 
for a hold-back or contingency deposit is deemed advisable unless the contractor 
is financially responsible. In this connection it is felt that if an inspection is 
made 90 days after occupancy or completion and conditions are found to be 
satisfactory, it would be safe to disburse the hold-back or contingency. This, 
however, would require a change in section 36: 4303 of the regulations. 
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Loan guaranty officer, VA regional office, Honolulu, Hawaii: 


Presently, the Veterans’ Administration has no legal recourse against non- 
compliance by a builder other than a possible reduction of the guaranty to an 
innocent lender. We would strongly recommend a completion and a performance 
bond which would remain in effect during construction and a minimum of 6 
months after completion. The bond to run to the veteran, Veterans’ Administra- 
tion, and lender with penalties for noncompliance and completion within time 
limit. 


Loan guaranty officer, VA regional office, Denver, Colo. : 


We believe that some sort of an effective guaranty or warranty should be 
made in all cases, by builders selling new homes to veterans, and that this 
guaranty or warranty should be established as a uniform procedure. 

We doubt that such guaranty could. be backed by a surety bond in most in- 
stances, but the requirement for some sort of a written guaranty on the part 
of the builder to the effect that any or all defects attributable to improper work- 
manship and/or material for a period of not less than 1 year subsequent to the 
original sale of the property running in favor of the original purchaser only 
would be a great forward step. 

Supporting reasons : 

1. It is our understanding that the National Association of Home Builders is 
likewise advocating such a policy on the part of its members. 

2. Evidence of some type of warranty as a requirement precedent to guaranty 
of a loan would be most desirable. We have in Colorado, at the present time, 
a few builders who furnish warranty as a matter of course, and they have been 
found to be very desirable from the standpoint of the veteran as w ell as a dis- 
tinct selling point from the standpoint of the builder. 

3. A most important function of such a warranty is the establishment of a 
definite understanding as to the respective responsibility on the part of the 
builder toward correcting defects which are clearly his fault, and on the part of 
the veteran toward adequate maintenance which he is to assume. 


Loan guaranty officer, VA regional office, Montgomery, Ala. : 


A 12- or 18-month contractor’s guaranty or warranty against construction de- 
ficiencies would, of course, be most desirable if required in all cases and not 
limited merely to “builders who fail to follow proper construction standards.” 
To properly classify a contractor or builder requires time and experience and 
limited application may, in the meantime, prove costly to veterans dealing with 
the new or unknown builder. 


Loan guaranty officer, VA regional office, Miami, Fla. : 


It would be very desirable to require all byilders in the GI loan program to post 
proper warranty or guaranty bond against imperfections, this bond to be in the 
nature of cash probably held back from proceeds of loan or furnished by recog- 
nized surety company, for at least 90 days after final inspection has been made 
by the Veterans’ Administration. 


Loan guaranty officer, VA regional office, Albany, N. Y.: 


I believe that it is desirable to impose some sort of a warranty requirement 
against builders and a system of contracts and sale agreements to eliminate 
possible misunderstanding. A standard form of sales contract should be provided 
in all cases involving new construction. Plans and specifications should be made 
a part of this contract and a copy of same attached thereto. Such plans and 
specifications should include all standard extras. No deviations or substitutions 
should be permitted without the consent of the veteran purchaser. The warranty 
or guaranty required of the builder could be made a part of the contract with the 
condition that it survive the deed. This warranty should cover a period of 1 
year from the date of sale and, in my opinion, should run to the Veterans’ Admin- 
istration as guarantor of the loan as well as to the veteran purchaser and be 
backed by a performance bond for, let us say, 10 percent of the sales price of the 
house, which would seem adequate to cover contingencies, 


Loan guaranty officer, VA regional office, San Francisco, Calif. : 


2. The desirability of a guaranty or warranty requirement against builders 
who fail to follow proper construction standards. It is my opinion that a guar- 
anty or warranty from a builder tq a veteran-purchaser on a newly constructed 








pn- 
an 
ce 
t 6 
ra- 
me 


sis 


aty 
ne, 
en 
lis- 


the 
of 


de- 
not 
is.” 
and 
rith 


ost 
the 
‘Og- 
ade 


ent 
ate 
ded 
ade 
and 
ons 
nty 
the 
fi 
nin- 
| be 
the 


VETERANS’ LOAN GUARANTY PROGRAM 55 


home should be a requirement before obtaining a guaranteed loan. It is thought 
that a guaranty or warranty extending over a 1-year period from the date that 
the purchaser obtains title to the property should be required. This warranty 
should guarantee replacement of defective material and poor workmanship ; also 
minor adjustments not due to normal wear and tear, or due to carelessness of 
the occupant. The very definite benefit to a builder of a Veterans’ Administration 
guaranteed loan to a purchaser is such that a requirement of a guaranty or 
warranty should not seem an unreasonable requirement of the builder. Failure 
of a builder to comply with the warranty should be sufficient grounds for VA to 
refuse to consider any other developments of that builder. 


Loan guaranty officer, VA regional office, Des Moines, Lowa: 


2. Builders who build and sell houses to be purchased with loans guaranteed 
by the Veterans’ Administration should enter into a written contract certifying 
that they have built the house in accordance with the plans and specifications and 
according to standards set up for FHA-insured houses, and they should guarantee 
that within a reasonable period of time, possibly 1 year, they will indemnify the 
purchaser of that house, and will repair the house to the satisfaction of the 
inspection agency within that period. The indemnity would be against defective 
workmanship and materials. The standard minimum penalty should be estab- 
lished or a-discount be applied on houses constructed by builders who avoid VA 

‘or FHA inspections. 


Loan guaranty officer, VA regional office, St. Louis, Mo. : 


Concerning point (2)'of your letter, this office is very favorable to a guaranty 
or warranty requirement by builders, in order to assure faithful performance 
under the contact. It is noted in recent newspaper articles that the National 
Association of Home Builders has publicized their intent to issue a d-year 
warranty, as a guaranty against shoddy workmanship or materials on every 
house they erect. Their proposal is excellent as far as it goes, but it is noted 
that they propose to exclude foundation and basement walls due to the char- 
acter of concrete. By all means a warranty on this component of a house 
should be included. Any warranty should include all workmanship and ma- 
terials, and certainly one of the most important items from a structural stand- 
point, the foundation wall, should be included. 


Loan guaranty officer, VA regional office, Shreveport, La. : 


(a) Notwithstanding the fact that the Louisiana Civil Code provides a right 
of action against the builder of a home if such action is taken by the pur- 
chaser within a period of 1 year following acquisition of title, we believe the 
guaranty or warranty requirement against builders is a good one and should 
be adopted provided such warranty clearly stipulates that it is applicable only 
to latent construction deficiencies and to an amount not to exceed 20 percent 
of the VA appraised value of the improvements. 


Loan guaranty officer, VA regional office, Columbia, S. C.: 


It is highly desirable from the viewpoint of both the veteran and the Gov- 
ernment to institute procedures which will require builders to complete homes 
in compliance with VA minimum construction requirements. Such procedures 
to be effective must provide for the correction of deficiencies as they occur at 
various controlled stages of construction. This type of control is effective only 
when the inspections are properly made by competent and painstaking com- 
pliance inspectors. Where transactions involve guaranteed construction loans, 
or construction payments by veteran-purchasers, or the execution of temporary 
mortgages to the builders prior to completion of contracts on land owned by 
vteran-purchasers, it is recommended that bona fide lien and performance 
bonds be required by the loan guaranty officers in all cases where there are 
questions of the builder’s competency or ability to produce the proposed units 
under contract. The form of bond described herein is required by this office 
in all Public Law 702 cases (paraplegics) and all direct VA loans which involve 
proposed construction. 

If the guaranty or warranty referred to in question 2 has reference to main- 
tenance service on the part of the builders for a period of months subsequent 
to completion of the security, such warranty could be incorporated in the 
system of contracts and sales agreements which is further discussed in para- 
graph 3 of this report. 
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Loan guaranty officer, VA regional office, New Orleans, La.: 


2. The desirability of a guaranty or warranty requirement against builders 
who fail to follow proper construction standards. Certainly there is no objec- 
tion to such a measure and I recommend adoption of a warranty. In order for 
such a guaranty or warranty to be good, it should be bonded by a responsible 
surety company and be for a period of at least 1 year. It has been our experi- 
ence that the reliable builders do not hesitate to correct small deficiencies or 
construction defects that arise in new dwellings. The “jerry” builder is riding 
on the reputation of a good builder and seldom, if ever, is available or disposed 
to correct construction deficiencies. Purchasers of newly built houses, where 
the loan is guaranteed by the Veterans’ Administration, insured by the Federal 
Housing Administration, or the loan is made by some private lender, should 
have protection in such cases. It is easy to say that the purchaser has the 
protection afforded him by civil suit, but very seldom does a veteran or other 
purchaser have the funds necessary to employ an attorney and file a suit against 
a builder. In many cases the corporate builder no longer exists because the 
corporation has been dissolved. 


Loan guaranty officer, VA regional office, Oklahoma City, Okla. : 


(2) The desirability of a guaranty or warranty requirement against builders 
who fail to follow proper construction standards. It is thought that this would 
be a good thing to do, if some means of enforcement can be formulated to give 
positive action against the irresponsible builder without involving the Veterans’ 
Administration, except in an advisory capacity. It probably would increase the 
activity of the Appraisal Section and would probably require additional person- 
nel, as it is visualized that the Veterans’ Administration would probably be 
called upon to police this provision. Much time is already given to persuading 
builders to correct defects in construction. As a matter of fact, it has been our 
experience that all responsible builders have never hesitated to make corrections. 
It is the inexperienced builder, who has very little operating capital, that causes 
most of the complaints in this region. If they are continuing to build, the 
Veterans’ Administration may use persuasion in various ways to induce them 
to correct obvious defects, but if they build no more houses the lever is gone. 
Probably some thought should be given to control by the Veterans’ Adminis- 
tration over the type of builder, his experience, and financial responsibility, 
before issuing to him certificates of reasonable value. 


Loan guaranty officer, VA regional office, Manchester, N. H.: 


(2) Guaranties or warranties should be obtained from builders. It should 
be realized, however, that guaranties are no better than the individual’s credit 
standing and that bonding costs would be added to builder’s costs. Such in- 
struments should be on an approved Government form insofar as a solicitor’s 
opinion precludes any determination by us as to the sufficiency of such instru- 
ments. 


Loan guaranty officer, VA regional office, Milwaukee, Wis. : 


2. It would be most desirable to require builders to furnish bond for proper 
completion of construction according to contract. 


Loan guaranty officer, VA regional office, Providence, R. I. : 


(a) It is our opinion that new-home builders should be required to furnish 
on all homes sold to veterans a surety bond up to $500 to protect the veteran 
buyer against any defects for a period of 1 year. 

(0b) On new existing construction which has not been subject to VA or RHA 
inspections during the course of construction, a surety bond should be produced 
by the builder or sponsor guaranteeing that any deficiencies which may become 
apparent within a period of 1 year from the date of the consummation of the 
sale to a veteran shall be rectified. This would encourage a builder to utilize 
the compliance inspection procedure presently offered by the VA and FHA. 


Loan guaranty officer, VA regional office, Sioux Falls, S. Dak. 


Certainly such a procedure would be desirable. If universally adopted in 
connection with GI loans it should improve performance and would be something 
definite to work on if cémplaints were registered. It might, however, result in 
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the builder feeling justified to raise his estimates or price to insure against 
contingencies. 


Loan guaranty officer, VA regional office, Fargo, S. Dak. : 


Present policies provide for compliance inspections during the course of con- 
struction to see that minimum construction requirements are met, firm bids are 
required from contractors, and pay-out during course of construction cannot 
exceed 80 percent of in-place construction which all tends to serve as measures 
of control. A guaranty or warranty against builders would further tend to 
eliminate the possibility of contractors or builders to produce substandard 
construction. 


Loan guaranty officer, VA regional office, Syracuse, N. Y.: 


As to question 2, “The desirability of guaranty or warranty requirement 
against builders who fail to follow proper construction standards,” it is our opin- 
ion that inasmuch as the greatest number of criticisms of the loan guaranty pro- 
gram have resulted from defects appearing in newly constructed homes within 
a relatively short period of time after transfer of ownership has been effected, 
some security for the correction of such defects should be afforded to the veteran. 
It is suggested that the loan guaranty officer be authorized to require those 
builders whom he determines do not follow proper construction standards to 
furnish a bond conditioned upon his correction of any defects either in workman- 
ship or materials including fixtures, equipment, and fittings, which defects 
appear within 1 year from the date title is acquired by the veteran. Such a pro- 
vision would not only prevent poor workmanship by certain contractors but 
would be an incentive to the conscientious contractor to avoid short cuts in 
workmanship and materials. If it is determined that such a discretionary 
power should not be granted to the loan guaranty officer, it is felt that all build- 
ers should be required to warrant construction of such houses and post a suffi- 
cient bond to insure correction of any defects which appear within 1 year after 
transfer of ownership. Consideration might also be given to the inclusion of a 
provision that any waiver of the right to enforce such an indemnification bond 
be declared void as being against public policy. 


Loan guaranty officer, VA regional office, Wichita, Kans. : 


In my opinion a reputable builder will follow proper construction standards. 
A builder who does not follow proper construction standards is either incompe- 
tent or dishonest. The veteran-purchaser in purchasing a home, in my opinion, 
is entitled to have some assurance that the product he is buying is structurally 
sound. It seems reasonable to me that the builder should be required to give a 
guaranty or warranty covering a reasonable length of time during which time 
such builder would agree to either correct or replace any material structural 
defects which might develop. 


Loan guaranty officer, VA regional office, Boston, Mass. : 


I am in accord with you in the desirability of a guaranty or warranty require- 
ment against builders who fail to follow proper construction standards. 


Loan guaranty officer, VA regional office, Seattle, Wash. : 


A completion bond would not solve the problems of dissatisfied veteran- 
purchasers since most complaints originate after the house has been lived in 
for some time. It is my opinion that a certain warranty for an established 
period of time is in order, such a warranty to cover structural defects, drainage, 
sewage disposal, and street improvements. A large number of builders in the 
State of Washington have a follow-up system of their own and usually take care 
of most items without involving this office. I am convinced that a warranty 
covering a period of 1 year could be worked out advantageously. Further, I do 
not believe the better builders would object too strenuously to such a warranty 


and we would be happy to be rid of the less-scrupulous builders who would 
object. 


VOLUNTARY WARRANTY USED BY HOME BUILDERS ASSOCIATION OF 
METROPOLITAN WASHINGTON 


The National Home Builders Association has advocated a volun- 
tary warranty for its members. ‘The Home Builders Association of 
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Metropolitan Washington was invited to express an opinion concern- 
ing the operation of the voluntary warranty for the Washington 
metropolitan area and submitted the following statement to the 
committee : 


The Home Builders Association of Metropolitan Washington is affiliated with 
the National Association of Home Builders. The Washington association has 
296 active builder members, most all of whom at one time or another have built 
houses for veterans under the Veterans’ Administration program. Our total 
membership is 648. 

Since the veteran program was initiated, the builders in this community have 
constructed over 26,000 new homes for veterans. According to our records, the 
members of the Washington Home Builders Association have constructed about 
70 percent of these units. 

Our parent organization, the Operative Builders Association, which was 
founded on April 21, 1924, numbered among its objectives which can be found in 
article III, section 1-c, “To promulgate and enforce a code of ethics to maintain 
high professional standards and sound business methods among its members.” 
The code of ethics which our builder members have continuously striven to live 
by is attached. 

We have never countenanced shoddy workmanship among our members. Our 
code of ethies specifically states that members shall constantly seek to provide 
better values, so that a greater share of our people may enjoy the benefits of 
home ownership. 

A builder cannot become a member of our association unless he has been in the 
home-building business under his own name for 1 year. When we receive an ap- 
plication for membership, we obtain a detailed credit report, which report is in- 
spected minutely by the membership committee, then sent to the entire member- 
ship and then passed on to the board of directors for its approval. 

We believe that we are correct when we state that only a bare handful of our 
members have been involved during the past 6 years in investigations or law- 
suits concerning shoddy construction. In the few cases, which you can count 
on one hand, our grievance committee which is composed of the members of our 
executive committee has attemted to use moral persuasion to obtain corrective 
action by the builder. In nearly all of these cases we have been successful. 

We have attempted to impress upon our members the reponsibility of our 
industry to the home-buying public in the Washington area. We have also 
attempted to concentrate upon the development among all of our members of 
a sense of pride in and a high responsibility for their product. 

Obviously, we do not believe that incompetent builders should be allowed to 
participate in the veterans’ program or any other program for that matter. 
However, we believe that the sincere attempt by your committee to correct this 
situation is one which should be the most carefully considered as it is most 
difficult to prepare legislation which will take care of the small percentage of 
incompetent and irresponsible people found in any industry, without shackling 
the sincere efforts of the great majority of good people in the industry. This 
seems particularly true of building. Most of the good of the masss-production 
method, which the Government itself has done its best to promote in an attempt 
to bring costs down to reach lower and lower income groups, will be lost if 
there is procedure with too much red tape and too many restrictions, no matter 
how well meaning they may be. 

It is with this thought in mind that, we are hesitant to go along with the 
statutory warranty as proposed in H. R. 7656. The wording of the warranty 
itself is innocuous and yet if technically interpreted, it might be almost impos- 
sible to measure up to in a mass-production operation where houses were sold 
from one or more sample houses. Without denying that there has been some 
abuse of this system, we feel that an objective appraisal of the system would 
be to favor it as accomplishing a great deal of good generally for veterans and 
others. As an example of the difficulty of following plans and specifications in 
minute detail, we should like to point out that variation in exterior design, land 
planning, and placement of the houses on the lots is advocated universally by 
the better thinkers and critics of the building industry. If too strict an inter- 
pretation of the procedure of selling from sample houses is taken, it can only 
have one or two effects, either a tendency to increase the deadly monotony of 
similarity of design, or an exceptionally difficult and costly procedure to see that 
the purchaser is getting exactly the same thing as called for in either plans and 
specifications or by duplicating the sample house. Minor variations in grade or 
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exterior treatment could add to the value of all houses in a development but still 
be technical violations, subject to prosecution. 

This is not to say that this cannot be done because it is done in custom-built 
jobs continually where approval of the most apparently insignificant detail is 
obtained by the contractor before the change is made. Obviously this is expen- 
sive, and yet a technical interpretation of the warranty in H. R. 5676 would make 
some such procedure necessary if the administration of the warranty were too 
literal. I can personally assure you that the National Association of Home 
Builders, as well as the local association, is striving to find a reasonable answer 
to this problem as well as the problem of educating salesmen and realtors in 
the matter of drawing more exact contracts. I hope that we shall be able to 
come up with some concrete recommendations by January. 

Lately during the hearings held by this committee, we have heard a great deal 
about shoddy construction by very few builders. 

It has been construed by the press and by some of the veterans who have ap- 
peared here that because there is one bad example, the entire building industry 
in this area is composed of home builders who inadequately meet the test of the 
veterans’ housing program. That is by no means anywhere near the truth. 

Everyone should know that it is the nature of the home-building business that 
every new house must go through a period of breaking in, settlement, and minor 
repair after its new owner takes possession. This is true, no matter how sound 
the construction or no matter how responsible or experienced the builder might 
be. 

Time has shown—and our experience in this area has been that many com- 
plaints from the veterans arise out of misunderstanding as to where the builder’s 
responsibility begins and ends, and where the owner’s responsibility in main- 
tenance of the new home begins. 

Unfortunately, too many of the new home owners, having bought under the 
GI plan, have never previously lived in a home of their own. They retain the 
viewpoint of a tenant and persist in the belief that the builder’s responsibility 
continues even into items that are obviously matters of owner-maintenance. 

On the other hand, we will admit that some builders have not always made 
those facts adequately clear and resulting irritations have tended to magnify 
the veterans’ complaints. 

As one effort at correction in this direction, our organization now offers to its 
members a home-owner service policy and a booklet entitled “Your New Home 
and How To Keep It New.” 

This service policy and booklet was designed by the National Association 
of Home Builders, and they have stated that over three-fourths of the entire 
builder membership in the United States are now giving this policy to home 
buyers. However, this voluntary warranty is not anything new to some of the 
established builder members of our-association who have built thousands of 
housing units during the past 25 years. Many of our builders provided war- 
ranties to the home buyers in this area long before this idea was sponsored na- 
tionally. A copy of a warranty of one of our leading builder members is at- 
tached. 

Since the adoption of this voluntary warranty and home buyer's booklet, the 
staff of the Washington Home Builders Association has distributed over a 
thousand copies. We believe sincerely that before too long we will have a 
hundred percent participation in this voluntary plan. 

Moreover, the builders of the Washington Home Builders Association believe 
that our local home-building industry should be given the credit which it has 
earned for the thousands of fine veterans’ homes that have been built in this 
area since World War II. 

We also believe that this industry of ours, which is the largest in the metro- 
politan area of Washington, should be given the opportunity to proceed without 
interference by the Federal Government in its very successful voluntary policing 
program. 

We appreciate the opportunity to appear before your committee and want to 
again assure you that we shall continue to work with you toward the end of 
eliminating incompetence and crookedness in the industry which is as distasteful 
to us as it is to your committee. 


Copy of suggested voluntary warranty used by a member of Home 
Builders Association of metropolitan Washington: 
WE WARRANTY THatT effective commencing ~.--------.-----~---------- » 195_- 
Oi, tate I RO icici nid meee unger nndy heer , purchased by 
sotlactosi dicate acgeecnesis ciate ad blebs nie eaebiaaain ements omecintiatin was constructed and inspected in 
24139—52——5 
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accordance with the requirements and standards of the legally applicable Gov- 
ernment building codes and that workmanship and material are in accordance 
with the generally accepted local building practices of home builders. 
2. We will guarantee against defects in workmanship and materials for a 
period of 1 year plumbing installations. 
3. We will guarantee against defects in workmanship and materials the heat- 
ing system for a period of 1 year. 
4. We will guarantee the basement not to leak water for a period of 1 year. 
5. We will guarantee the roof against leaks for a period of 1 year. 
6. We will guarantee against defects in workmanship and materials the 
electric system for a period of 1 year. 
7. We agree within a period of 45 days to make an inspection of your house 
upon request and to adjust the following when needed: 
(a) Doors 
(b) Hardware upon doors and windows 
(c) Blectric switches and receptacles 
(d) Venetian blinds or shades 
(e) Faucet leaks 
(f) Shoe mould 
8. The builder shall be liable only to the limit of the manufacturers’ war- 
ranty for appliances and equipment such as refrigerator, range, furnace, hot- 
water heater, washing machine, dishwasher, garbage disposal, and vent fan. 
9. We do not assume responsibility for : 
1. Damage due to ordinary wear and tear, or abusive use 
2. Defects which are the result of characteristics common to the materials 
used 
3. Loss or injury caused in any way by the elements 
4. Conditions resulting from condensation on, or expansion or contraction 
of, materials 
10. This warranty is nontransferable. Any obligation under it terminates 
if and when the property is resold or shall cease to be occupied by the home 
owner to whom it is originally issued. 
11. Any request for service must be sent in writing to the service department 
of this company at the above address. 
12. All repairs and adjustments will be confined to the limits set forth in this 
warranty. 


Prosuems ReLAtTInG TO APPRAISAL AND CoMPLIANCE INSPECTION 
PROCEDURES 


There has been a considerable evojution in the loan guaranty pro- 
gram since its inception. This evolution has resulted from amend- 
ments to the original act by the Congress, and an improvement and 
refinement of policy by the loan-guaranty service. During the first 
few years of the program, the Veterans’ Administration seats its own 
appraisals and relied solely on FHA compliance inspections. During 
the early phase of the program, the VA guaranty was limited by a 
$2,000 maximum, and the second-mortgage loan was not eligible for 
guaranty if the amount of such loan was in excess of 20 percent of the 
purchase price of the property. The guaranty of these loans was 
authorized under section 505 (a) of the act, and they were commonly 
referred to as “FHA-GI combination loans.” 

Minimum construction requirements were made mandatory for pro- 
posed construction effective December 12, 1948, in cases where the Vet. 
erans’ Administration was requested to make a determination of rea- 
sonable value in advance of the beginning of construction. Veterans’ 
Administration’s minimum requirements paralleled similar require- 
ments of the Federal Housing Administration. Housing not built 
under the new minimum requirements was still eligible for GI financ- 
ing, but the appraisal would be made only after the housing was com- 
a and any deficiencies noted would be taken into account in estab- 

ishing reasonable value. 
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At the present time the Veterans’ Administration appraises all prop- 
erties on which the Veterans’ Administration guarantees a portion of 
the loan. These appraisals are accomplished by the use of fee ap- 
praisers who are appointed by the regional loan-guaranty officers. 
These fee appraisers have no civil-service status, The fee-appraisal 
system is supplemented by a small professional staff of full-time Vet- 
erans’ Administration employees. The staff of the Appraisal Section 
processes files and considers special problems. This group maintains 
a continuous cost study; however, sufficient personnel is not available 
to undertake any significant amount of field appraisal work. 

The appraisal fee is paid by the builder or the veteran; therefore, 
the major cost of the appraisal activity does not rest on the Federal 
Government. There is considerable opinion among some builders and 
loan-guaranty officers that the appraisal system might function more 
efficiently if salaried staff appraisers were used. Obviously, such a 
system would cost considerably more to operate. It is doubtful if the 
performance of salaried staff appraisers would compare favorably 
with the performance of fee appraisers unless the loan-guaranty 
service was successful in securing a very high civil-service rating for 
staff appraisers. 

The committee does not feel that the use of fee appraisers is funda- 
mentally unsound; however, it is believed that the Veterans’ Admin- 
istration and the Congress should set up a more flexible appraisal 
system, which could be adjusted to accommodate to the different prob- 
lems in rural and metropolitan areas. The activities of the fee ap- 
praisers must be coordinated by a competent professional Veterans’ 
Administration staff. It is believed that the Veterans’ Administration 
and Congress should take steps to strengthen the appraisal staffs of 
the regional offices. In those areas where competent fee appraisers are 
not available, provisions should be made to provide staff appraisers 
for routine appraisal work. The appraisal section of the regional 
office should have sufficient aaa in order that a staff appraiser 
could work closely with committees of appraisers assigned to large 
developments involving hundreds of units. 

A serious problem confronts VA in coordinating the appraisal ac- 
tivity with the compliance inspection system. Appraisals made by 
VA of proposed construction are obviously contingent upon the 
builder carrying out all of the commitments on which the appraised 
value is set. If a compliance inspector is to carry out his function 
properly, it is necessary that he be provided with the plans and 
specifications on which the appraised value was otehioiad. The 
compliance inspector must know of any deviations or substitutions 
which may be subsequently approved in order that these changes may 
be Sai interpreted in his compliance inspection. Some regional 
offices have had difficulty in coordinating appraisal activities and 
compliance inspection activities. In those instances where compli- 
ance inspections are done by FHA, it is possible for the builder to file 
his plans and specifications, as approved by FHA, with VA for the 
purpose of securing an appraised value from VA. After securing 
the ogee value from VA the builder may then seek approval 
from FHA for a series of substitutions and deviations without knowl- 
edge of VA. In areas where the two agencies have developed a pro- 
gram of close cooperation, this problem is not acute; however, in 
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those areas where the FHA does not furnish VA with a copy of ap- 
proved changes to plans and specifications, a condition is created 
where the builder is securing an appraisal commitment from VA 
based on one set of conditions and performs on the basis of changes 
authorized by FHA. 

The committee does not view this question on the basis of which 
agency can most adequately perform the compliance inspection service. 
It is obvious that either agency, with adequate personnel, can per- 
form satisfactorily. The question does arise, however, that very close 
cooperation must exist between agencies if one agency is to de- 
pendent on the services of another and if such agency must answer 
complaints which may arise through failure of the other agency. 

Comparatively speaking, the fee compliance — system is 
less satisfactory than the fee appraisal system. Many of the cases 
investigated by the committee raise the serious question as to whether 
an inspector ever went near the property. Some of the complaints 
investigated by the committee were so obvious that they were imme- 
diately apparent to an untrained observer. Several instances have 
come to the attention of the committee where inspectors and apprais- 
ers used assistants to do their work. A serious question raises when 
the appraiser or inspector has an interlocking business relationship 
with the builder or seller or where a close personal relationship exists 
between the two. In other sections of this report, the effect of bribes, 
gifts, and favors bestowed on the inspector by the builder or seller is 
discussed. The significance of an irregularity on the part of an in- 
spector is immediately apparent when one realizes that a price in- 
crease of $500 on 500 units would result to the benefit of the builder 
in the amount of $250,000. Similarly, the compliance inspector can 
pass over and ignore construction deficiencies and allow the builder 
to accumulate an advantage of hundreds of dollars per unit. In this 
case the veteran-purchaser pays more than the property is worth and 
the Federal Government is committed to the guaranty of a loan on an 
unrealistic basis. 

Under current regulations, the Veterans’ Administration minimum 
construction standards, including standards of planning which have 
recently been authorized by Public Law 550, Eighty-second Congress, 
are mandatory only for proposed construction in cases where the Vet- 
erans’ Administration has been requested to make a determination of 
reasonable value in advance of the beginning of the construction. As 
the Veterans’ Administration’s compliance inspection procedures have 
improved, there is a growing tendency on the part of some builders 
to attempt to avoid building under Veterans’ Administration compli- 
ance inspections by building new units without supervision and re- 
questing an appraisal by the Veterans’ Administration upon comple- 
tion of the new construction. Theoretically, the Veterans’ Adminis- 
tration fee appraiser would take into account any construction defects 
when arriving at the reasonable value of the unit; however, since a 
great many of the most serious structural defects are not apparent in 
the examination of a finished house, this system is not entirely satis- 
factory to protect the interest of the Federal Government or the pro- 
spective veteran purchaser. The committee has had occasion to ob- 
serve some new construction in the Washington area which undoubt- 
edly will be presented to the Veterans Administration for appraisal 
upon completion. In these cases, it was noted that a number of seri- 
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ous structural deficiencies were developing in these homes. Most of 
these deficiencies will not be readily apparent when the houses are 
complete. In view of the increasing seriousness of this problem, it 
appears that the Veterans’ Administration should be given authority 
to refuse to appraise any new construction which has not been de- 
veloped under the compliance inspection system of the Veterans’ Ad- 
ministration. 

A review of opinion of loan guaranty officers of 67 Veterans’ Ad- 
ministration regional offices leads to the following conclusions: 

1. Most loan guaranty officers favor a continuation of the fee 
appraisal and compliance inspection system, provided it has ade- 
quate supervision by competent Veterans’ Administration staff 
personnel. 

2. Several loan guaranty officers favor the exclusive use of 
salaried appraisers and inspectors. 

3. A salaried staff appraiser should participate with each com- 
mittee of fee appraisers assigned to a large project. 

4. Most loan guaranty officers recognize that the appraisal and 
compliance inspection activity is the critical portion of their pro- 
gram and must be carefully supervised. 

The 67 regional loan guaranty officers were asked to submit an 
opinion to the following question: “How can the inspection and ap- 
praisal system be improved?” Quoted below is a portion of some of 
the replies received. 

Loan guaranty officer, VA regional office, Oklahoma City, Okla. : 


How the inspection and appraisal system can be improved. It is believed 
that the most direct and immediate improved can be made in this phase of the 
program by providing more salaried appraisers, cost analysts, or engineers, 
men who are experienced in such work and who are competent in subdivision 
development. This would result in more detailed training and supervision of 
free men. 

It would be advisable for a staff or salaried man to actually work with the 
panel or committee of fee appraisers on projects of an appreciable size. 

Trained men on the appraisal staff should work on land planning and sub- 
division analyses. It is believed better results would be obtained by setting up 
a definite subdivision and land-planting unit in the Appraisal Section. 

It is believed that the entire appraisal and inspection program should be 
handled by salaried men, if the transition period from fee to salaried appraisers 
could be handled properly. This probably would require an immediate increase 
in staff appraisers with a sufficient period of time to train them and a more or 
less gradual elimination of fee appraiser, rather than to try to make the com- 
plete change-over at one time. This, of course, would result in a larger budget 
for salaries as well as travel funds. This additional cost could be overcome, 
however, by requiring the veteran-borrower to pay the appraisal fee to the 
Veterans’ Administration instead of to the fee appraiser, as it is now done. The 
above would require adequate salaries and training programs. It is thought 
that the Veterans’ Administration should set up uniform training and instruc- 
tion programs for both salaried and fee appraisers and inspectors; and this, 
probably, whether we convert to a program of all salaried appraisers or re- 
main as it is. 


Loan guaranty officer, VA office, Detroit, Mich. : 


The inspection and appraisal system followed by the Veterans’ Administra- 
tion—that is, the fee seystem—unquestionably provides the greatest flexibility 
in handling the constantly expanding and contracting workload. More im- 
portant, it enables the Government to obtain the services of the outstanding 
professional men in their particular line, which type of service could not pos- 
sibly be obtained on a salary basis, particularly at the salary levels permitted 
in the Government. The discrepancy between Government salaries and earn- 
ings in private business is probably more pronounced among appraisers than in 
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any other line of endeavor. In fact, it is getting more difficult each day to 
obtain quailified men at the classifications provided by civil service to fill the 
limited number of staff appraisers now required. 


Loan guaranty officer, VA regional office, New Orleans, La.: 


As the Veterans’ Administration tightened its system of checks on its fee ap- 
praisers, the quality of appraisals constantly improved. Since May of 1948 
the fee appraiser has prepared his report and forwarded it directly to the Vet- 
erans’ Administration office, where it has been subject to review in the field or 
in the office by a salaried appraisal technician employed by the Veterans’ Ad- 
ministration. We have found the fee appraiser’s opinion particularly valuable 
in his community where he is an acknowledged authority on valuation, especially 
in the appraisal of lots and existing houses. If the Veterans’ Administration 
salaried appraiser, after reviewing the appraisal in the field or in the office, does 
not agree with the conclusions of the fee appraiser and can justify a different 
valuation, the fee appraiser’s valuation may be adjusted upward or downward, 
whichever is appropriate. The present system of using fee appraisers has per- 
mitted us to handle high-volume processing of loans without too much difficulty ; 
whereas, if we had been dependent upon salaried employees to make all ap- 
praisals, it would have been impossible to employ a sufficient number of quali- 
fied individuals to do the work. We have experienced extreme difficulty in the 
recruitment of qualified appraisers for the salaried appraiser jobs available 
within the Veterans’ Administration. The civil-service qualification standards 
for appraisal positions have been good, but the grade levels or pay for the posi- 
tions have been low compared to what well-qualified appraisers are making in 
private employment. By using our fee appraisers we have had the advice and 
knowledge of the most competent men in the business; whereas, if we had been 
obliged to use full-time Veterans’ Administration employees to do the appraisal 
work at the pay authorized for the positions, we could not have accomplished 
as good a job in our valuations of properties, We have found that fee ap- 
praisers do not do as good a job in their appraisals of proposed construction 
as they do in their appraisals of existing houses, generally because they have 
not had too much experience in cost estimating. The construction analysts em- 
ployed by the Veterans’ Administration to review such appraisis are essential 
for the review of proposed construction appraisals. It would be ideal to have 
all appraisals made by Veterans’ Administration employees rather than using 
fee appraisers if we were able to recruit and employ competent appraisers and 
pay them salaries commensurate with their ability. The present civil-service 
classification standards and pay grades do not permit the employment of ap- 
praisers with the qualifications now possessed by fee appraisers approved to do 
fee appraisal work for the Veterans’ Administration. I recommend a continued 
use of fee appraisers buttressed by a competent staff of Veterans’ Administra- 
tion appraisal employees to review and coordinate their work. 

In regard to construction inspections, I advance the same reasoning as that 
advanced for using fee appraisers, for a continued use of fee inspectors. The 
Appraisal Section of the Loan Guaranty Division must be properly staffed at 
all times to permit coordination and field review of construction inspections 
made by fee inspectors. 

In connection with the employment of both salaried appraisers and construc- 
tion inspectors, Veterans’ Administration personnel policies and civil-service 
classification policies should be flexible and provide for trainee-type positions. 
In other words, we should be permitted to employ young men with appropriate 
education qualifications as trainees for the positions of appraisers and con- 
struction inspectors, and periodically advance their pay as their experience 
grows. 


Loan guaranty officer, VA regional office, Reno, Nev. : 


It is believed that the inspection of construction involving the use of fee inspec- 
tors does not provide an adequate safeguard to assure the construction of dwel- 
ings free in all respects from defects in material and workmanship. This belief 
is predicated on the scarcity of qualified compliance inspectors in outlying urban 
and rural areas. The compliance inspectors who are available are generally men 
who continue to operate their own businesses, and allowable fees for compliance 
inspection are not incentive to furnish a proper physical inspection during con- 
struction. We believe the remedy for the situation is that the Veterans’ Admin- 
istration should employ salaried inspectors on a full-time basis. By so doing, we 
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would tend to eliminate the foregoing problems and obtain unbiased inspections 
free from local affiliations which would in turn result in the yeteran’s owning 
a home conforming with the minimum construction standards. 


Loan guaranty officer, VA regional office, Fargo, N. Dak. : 


The present appraisal system provides for appraisals on a fee basis by ap- 
praisers approved by the Veterans’ Administration for that purpose. Generally 


' speaking, this system works out satisfactorily in areas where such approved 


srhpelillannata sti BE Rieti 


appraisers are available and where is sufficient work to keep them interested in 
accepting assignments. Except for a few metropolitan areas, the territory served 
by the Fargo regional office is sparsely populated and the volume is small. Con- 
sequently, it is very difficult to get qualified appraisers in many areas. Inspec- 
tors and appraisers who receive only a few assignments per month lose interest 
and substandard service results. In areas such as this, it would appear prac- 
tical to have Veterans’ Administration salaried personnel in place of the fee 
appraisers. The detail of this would have to be worked out to make it operate on 
an economical basis. Under the present system, appraisers and compliance 
inspectors are individual contractors and are paid by the veteran for their 
services. 


Loan guaranty officer, VA regional office, Sioux Falls, S. Dak.: 
eS 9 S > 


The present procedure of operation would appear adequate as far as the area 
under the jurisdiction of this office is concerned. No difficulty has been encoun- 
tered on a construction loan where periodic inspections were made by Veterans’ 
Administration-designated appraisers. The few complaints filed in this office 
have been on fully completed properties bought by veterans as existing con- 
struction. 


Loan guaranty officer, VA regional office, Cleveland, Ohio: _ 


The use of fee inspectors instead of salaried men makes available the use of 
highly trained technical men who could not be obtained for the salaries approved 
for this type of work because of their outside connections and earning power. 
There has been some poor construction approved by men whose qualifications 
should have precluded such approval. We feel this can partially be charged to 
supervision which in some cases has not been as careful and complete as it . 
should have been. While a salaried staff might have the advantage of a tighter 
control, it would lose in the quality of its personnel. We have been weeding 
out careless, incompetent appraisers and inspectors, and this must be a con- 
tinuing process to be effective. With a constant improvement in the type of 
supervision exercised by our salaried staff, abuses which have occurred in the 
past can be avoided. It is our confirmed opinion that carelessness and in- 
efficiency on the part of feemen, rather than lack of ability or vulnerability, has 
resulted in the comparatively small number of improperly constructed houses 
which we have among the approximately 93,000 loans closed to date. 


Loan guaranty officer, VA regional office, Wilmington, Del. : 


Our central office has gone into the matter of appraisals and inspections in a 
very comprehensive manner. Our instructions are contained in the following 
technical bulletins: TB4A—14, 15, 34, 42, 45,51, and 111. Copies of these bulletins 
are attached. If the precepts as laid down are followed, it is hard to see how 
any improvement can be accomplished, and we would have no recommendations 
for any changes. 


Loan guaranty officer, VA regional office, Jackson, Miss. : 


How the inspection and appraisal system can be improved: We believe that 
sufficient staff appraisers and inspectors should be added to the present staff in 
order that we can give close supervision to the fee appraisers and inspectors; 
also, to actually make the appraisals and inspections where competent feemen are 
not available in the immediate locality where the security is located, fees for 
the latter service to be paid direct to the Veterans’ Administration and placed 
in a general fund to compensate for the cost of the additional staff. 


Loan guaranty officer, VA regional office, Syracuse, N. Y.: 


With respect to question No. 1, “How the inspection and appraisal system can 
be improved,” we believe that the system presently in use is generally adequate 
and that any criticisms or difficulties encountered are the result of personal 
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shortcomings of certain appraisers which can be administratively corrected. In 
this connection, it is felt that the legislation and regulations should be amended 
to provide that all housing constructed on and after a certain date (to be deter- 
mined) must conform to detailed (as distinguished from broad phases of) mini- 
mum construction requirements of the Federal Housing Authority when such 
housing is purchased with funds guaranteed or insured by any Federal agency; 
and that such conformity to minimum construction requirements be evidenced 
by compliance inspection reports. 


Loan guaranty officer, VA regional office, Roanoke, Va.: 


With reference to the subjects which are of particular interest to your com- 
mittee, I consider the system of inspection and appraisal presently employed 
by the Veterans’ Administration to be basically sound and superior in principle 
to any other system which could be devised; first, because it is susceptible to the 
extreme degree of flexibility which is required to accommodate the problem 
of volume construction and sharp fluctuations in the volume of sales of new 
and existing home property with which we have always been confronted; and, 
secondly, because the present system makes available to us the services of a 
large number of highly qualified and experienced fee-basis appraisers and 
compliance inspectors which would be all but impossible of duplication by sala- 
ried staff technicians in view of budgetary and classification limitations. Obvi- 
ously, it would be extremely difficult for us to compete with an industry that 
can afford to pay well for technically qualified men in an effort to obtain the 
services of salaried staff technicians with the expectation of obtaining services 
of a quality comparable to those which we are now obtaining on a fee basis. 
However, it is my considered opinion that this system could be improved by 
enlarging the staff of Veterans’ Administration appraisal sections to an extent 
which would permit a more detailed review of appraisal reports and closer 
supervision and more intensive training of fee-basis appraisers and compliance 
inspectors. 

We have found through our experience during the last 7 years that, although 
competent and qualified appraisers and compliance inspectors are in adequate 
supply in the larger cities and towns, there are a number of areas within our 
jurisdiction wherein it is virtually impossible to obtain the services of qualified 


_ fee-basis appraisers and compliance inspectors. This situation is attributable 


to the fact that there is not enough work in these remote localities to attract 
qualified appraisers and compliance inspectors whose services could be obtained 
on a fee basis. For this reason, I am of the opinion that the problems en- 
countered in these localities could best be solved by having appraisals and 
inspections made by salaried staff technicians, I therefore recommend a 
further increase in the staff of appraisal sections of the Veterans’ Administra- 
tion to the extent necessary to permit staff technicians to perform this function. 
If it should ultimately be decided that this important function in the field is to 
be performed by staff members, it is further my opinion that the classification 
of employees in appraisal sections of the Veterans’ Administration should be 
reconsidered if we are to obtain the same quality of performance as that which 
we are obtaining from fee-basis appraisers and compliance inspectors in the 
larger cities and towns. 

I firmly believe that if additional technically qualified staff members can be 
recruited at grades and salaries commensurate with the degree of skill and 
experience required, our present system of inspection and appraisal can be 
fully rounded out and that it will function in a manner which will give adequate 
protection to veteran-purchasers and the Government. 


Loan guaranty officer, VA regional office, Buffalo, N. Y.: 


We are of the opinion that the fee system should be maintained. We believe 
this is essential not only from a public-relations standpoint but from the stand- 
point that we are able to secure the best qualified men in the community to 
perform this service. However, serious consideration should be given to in- 
creasing salaried personnel in this section, with particular emphasis on construc- 
tion technicians, and that civil service classification of pay grades should be 
increased in order that we may be fully staffed with competent employees. 

We further believe that consideration should be given to a separation of the 
appraisal section into two separate sections, one to be known as an appraisal 
section and the other as a construction section, each with definitely defined 
duties and responsibilities. 
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Loan guaranty officer, VA regional office, Providence, R. L.: 

Under the present regulations, the inspection and appraisal system appear 
adequate. 

Loan guaranty officer, VA regional office, Philadelphia, Pa. : 


It is felt that the present fee compliance inspection system should be retained 


' with constant and intensive supervision by salaried staff, augmented with 
_ training sessions for the fee compliance inspectors in order to keep them fully 
- conversant with VA policy and procedures, and to bring to their attention, and 
' inaugurate, corrective measures of any unsatisfactory inspection features that 


are disclosed through the daily analysis of the fee compliance inspectors’ reports, 


' and through field spot checking of the work of the various fee compliance in- 
' spectors by salaried construction analysis. It appears that additional staff 
_ could be used advantageously for field spot checking and field instruction work 
_ of fee compliance inspectors and builders; however, the extent of this activity 
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is limited by present personnel ceilings. 

It is felt that the system of assignment of appraisals to fee appraisers is 
working out in a satisfactory manner. We are benefiting from the services 
of experienced and fully qualified appraisers who would not be attracted to 
Government services on a full-time basis due to salary limitations. This fee 
system also has a degree of flexibility that readily adjusts itself to variances 
in workload, since, under the fee system, we are able to maintain a roster of 
high-type appraisers whose services can be utilized when and if need arises. 


Loan guaranty officer, VA regional office, Boston, Mass. : 


As to how the inspection and appraisal system can be improved, we are of the 
opinion that the three inspections now in use are not sufficient to properly give 
a thorough and complete inspection to conform with our minimum construction 
requirements on new construction for the following reasons: 

(a) It appears that there should be an inspection between the second and 
third inspection. The following is suggested: 

First inspection: Footings and foundations completed but no backfilling shall 
have been put in place. 

Second inspection: When structure is enclosed, roofing completed, rough 
plumbing, heating, and electrical work in place. 

Third inspection (proposed): When wall and ceiling or roof insulation has 
been installed, cellar floor completed and membrane waterproofing applied, if 
called for, and backfilling completed. 

Fourth inspection: When dwelling is completed and ready for occupancy, 
landscaping, walks, drives, etc., completed. 

(bv) Regarding inspection fees: Conferences with fee compliance inspectors 
have been held and the consensus of opinion is that the allowable fee of $5 is not 
sufficient to compensate for the time consumed and the reporting required. 

(c) Regarding appraisals on existing houses: The method presently in use is 
not giving us too much difficulty and appears to be adequate. 


Loan guaranty officer, VA regional office, Waco, Tex.: 


Answering your questions on the specific points, it is my opinion that the in- 
spection and appraisal system could be greatly improved if all appraisals and 
inspections were made by staff appraisers, regularly employed by the VA. As 
you know, this is the method used in FHA. I have made the same recommenda- 
tion several times since the program was initiated. 


Loan guaranty officer, VA regional office, Washington, D. C.: 


The fee appraisal and inspection system now in effect, utilizing the services 
of independent appraisers and inspectors, can be refined and improved, but ba- 
sically it is the most desirable manner in which to handle field work. It is our 
opinion that should salaried VA employees perform these functions, the caliber 
of the work would conceivably suffer as it is believed the relatively low grade 
level assigned to the positions would not result in securing the services of the 
best qualified personnel. Difficulty has arisen with the present system due to a 
tremendous building program over the past few years with insufficient qualified 
salaried employees to coordinate and control the activities. Despite our approval 
of the present system of utilization of independent fee men, it is absolutely nec- 
essary that their work be constantly checked and a continuing indoctrination 
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program must be carried on so they will be apprised of newly approved methods 
of construction, changes in minimum construction requirements, and familiarized 
with all directives and requirements officially promulgated. It is also vital that 
consistency be achieved in the field inspection work and sufficient salaried per- 
sonnel must be available to properly direct the over-all activities. A problem 
exists locally which may be peculiar to this area but which presents real diffi- 
culty. Many Government departmental agencies with positions allocated at a 
somewhat higher level, are frequently able to offer advancement to our employees 
with the result that retaining the services of competent men or filling vacancies 
is a most difficult problem. We refer particularly to the grade level of the sal- 
aried construction analysts, and as their work is so extremely vital to the pro- 
gram, we would recommend that study be given to the grade of this particular 
job and the qualifications which must be possessed by an incumbent. The task 
of these employees is most exacting and the extremely burdensome responsibility 
of their duties results in a relatively high turn-over. As pointed out above, filling 
of any vacancies developing has been extremely difficult. In summing up our 
conclusions on this question, we believe that fee men should be carefully screened, 
their work constantly checked, and that suflicient salaried employees must 
be allocated to adequately control and administer their field work. If this is done 
we believe the present system will suffice and we are not aware of other methods 
which would offer greater advantages. 


Loan guaranty officer, VA regional office, Atlanta, Ga.: 


How the inspection and appraisal system can be improved: Additional per- 
sonnel and travel funds should be provided for the purpose of making field spot 
checks of appraisal reports, holding regular meetings with groups of appraisers 
and inspectors for discussions of problems, policy, and procedure. Care should 
be exercised in selecting qualified and responsible appraisers and inspectors who 
from experience have knowledge of construction costs, standard codes, and min- 
imum requirements, and ability to apply good sound reasoning and common 
sense. A State should be divided into areas, each area under the supervision of 
an assistant to the Chief of the Appraisal Section, giving the assistant supervision 
over the fee appraisers in the area assigned to the assistant. This, in my opinion, 
would result in more control over fee appraisers than we have under our present 
appraisal procedure. 


Loan guaranty officer, VA regional office, Pittsburgh, Pa.: 


Most construction deficiencies arise because of the ineptness of the builder, 
the unwillingness of the builder to conform with minimum construction require- 
ments or construction standards and/or the builder’s failure to be acquainted 
with or know minimum construction standards. To remedy this situation, the 
following may be considered : 

(a) Inasmuch as a veteran may purchase a home under the VA program that 
was FHA-inspected, it should be provided, if this procedure be continued, that 
FHA inspections be for strict compliance with minimum construction require- 
ments or construction standards. VDresently, the authority of the FHA is limited 
to the insurance of mortgages and the term “FHA-approved” means only that in 
the opinion of the FHA, a particular property is an acceptable risk for the 
liability assumed by the insurance of the mortgage. In other words, FHA 
inspections should not be for substantial compliance, but strict compliance with 
minimum construction requirements or standards. 

(b) If (a) merits consideration, then the minmum construction requirements 
or standards should be identical in purpose for both the VA and the FHA and be 
tor equal enforcement by both agencies. 

(c) A Federal licensing act requiring all builders participating in or benefited 
directly or indirectly by any Federal program be licensed under an act which 
would, by its requirements, establish a licensee as a qualified builder, with pro- 
visions in the act to discipline any licensee for stated reasons. 

(d) Adequate appropriation of funds for the enlargement of the VA Ap- 
praisal Section, which comprises also the Construction Section. This would 
insure proper and frequent VA staff field inspections of the work of the fee 
appraiser and the fee inspectors. An adequate staff would make possible more 
educational programs designed to instruct both the appraiser and the inspector. 
With an inadequate staff the program presently, because of veteran, builder, 
lender, broker, seller, and service organization pressure, blends itself into a 
production program to the detriment of other desirable objectives. With the 
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veteran, his desirability for a dwelling is strictly a social problem until such 
time as he acquires it. It is felt the present system of designating fee appraisers 
and compliance inspectors should be retained. However, it cannot be stressed 
too strongly that an adequate VA staff is essential for quality production. 
Pressure results from all sources if loans for the purchase of a home cannot be 
quickly consummated, 

(e) With regard to deficiencies arising in new construction after occupancy 
by the purchaser, builder organizations and associations are proposing a year’s 
servicing for correction of justifiable complaints. Compulsory servicing of 
justifiable complaints is obviously limited by builder groups and perhaps could 
be more effectively enforced through any Federal licensing act. It must be 
remembered that the elimination of complaints is a step toward quality 
production. 


Loan guaranty officer, VA regional office, Little Rock, Ark.: 


The appraisals for GI loans are made by fee appraisers whose activities are 
for the most part confined to the counties in which they reside. In order to 
meet experience and training qualifications they are of necessity almost exclu- 
sively appointed from among real-estate men or builders who, by the nature of 
their business, are bullish as to real estate. There is not an employer-employee 
relationship, yet being fee people they can be easily put on an inactive list or 
removed from the panel of appraisers, depending upon the volume of business, 
lack of competence, or for other reasons. As local people they have or should 
have an advantage in the knowledge of local construction costs, the supply and 
demand situation for additional housing, desirability of location, and other 
factors involving current market trends and values. Yet, being local people they 
may be subjected to a great deal of pressure from all parties, including the veteran 
interested in a transaction. Notwithstanding the very wise requirement in recent 
years that the appraisers’ reports be submitted direct to this office, he being 
charged with the responsibility of divulging no information in the report, the 
identity of appraisers is known to the communities in which they reside (espe- 
cially outside larger cities) where there may be only one designated appraiser, 
and indeed in a number of communities it has not been possible to secure and 
retain even one competent fee appraiser. Some of the resignations are stated to 
be due to the pressure to which they have been subjected and having to respond 
to telephone calls both at home and at business. Some of the difficulty, particu- 
larly in areas where the towns are small, is that there may not be enough 
assignments to keep the appraiser alert to the requirements in making appraisal 
reports which have required changes from time to time in the constant efforts 
of the central office to improve the appraisal system. 

The greatest pressure factor both on fee appraisers and salaried personnel 
charged with reviews and final determination of reasonable value, is that the 
ceiling price which the veteran may pay is established by the amount of the rea- 
sonable value. The established procedure is that the regional office in making 
an assignment to the designated appraiser, gives no information to him that it 
may have as to the proposed sale price of the property under assignment, How- 
ever, outside the cities, it is more or less generally known what properties for 
Sale are listed at, especially among real-estate men. Many times: people inter- 
ested in the sale in one way or another see to it that information as to the sale 
price comes to the appraiser in the hope that it may influence him in his esti- 
mate of reasonable value. All parties know that if the estimate submitted by 
the appraiser is less than the sale price or that it may be adjusted to by the 
seller, then the loan becomes ineligible unless the review in the regional office 
results in an upward adjustment to the amount reflected on the appraiser’s re- 
port. Obviously the line of least resistance is to establish the amount that makes 
everybody happy, including the veteran who is agreeable to paying an amount 
that he has signed an offer for. The veterans themselves often complain bit- 
terly when the reasonable value established is in an amount which makes the 
purchase ineligible if the seller will not adjust his price accordingly. It is real- 
ized that in the period following soon after discharge from the service many 
of the veterans had accumulated substantial sums and, being hard pressed for 
housing in the shortage that then existed, the ceiling price established by the 
reasonable value was a very great protection. Whether veterans who now have 
Savings accumulated are in need of that protection may be a matter of con- 
jecture; certainly I am not one to suggest that they do not. It is my personal 
opinion, however, that the amount of reasonable value established being the 
ceiling price which the property can cost the veteran rather than that in no 
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event shall the loan exceed the reasonable value, has been an inflationary con- © 
tribution to the market. The effect of the pressure cannot be entirely eliminated. 
In the final analysis an appraisal is a matter of opinion. When there is an 
amount which percentagewise is indeed small as to the total cost, it is difficult 
for any person to take the position that the amount established is correct or that 
an additional $100 or $200, more or less, would be an excessive purchase price. 

The technical personnel of the appraisal section has been limited in number 
and we do not have first-hand operating experience of appraisals by salaried 
personnel excepting in a limited number of cases, usually those where it is an 
appraisal of security to a defaulted loan for the purpose of determining an 
amount which the Veterans’ Administration would require as a settlement basis 
with the holder, commonly referred to as upset price, or an amount which the 
Veterans’ Administration would protect the property to at a foreclosure sale. ~ 
Within our personnel and travel fund limitations we have had these appraisals — 
made by staff people. In part, the reason has been to get a further check on the — 
performance of some fee appraiser in the original appraisal and pertinent infor- 
mation in the locality as to current conditions as they may affect market trends 
for current usage. The use of salaried personnel to make all appraisals, which 
would eliminate some of the objectionable features of the fee-appraisal system, 
would face the problem of budget limitations, even though the appraisal fees 
paid by veterans or others, if any, might make the procedure self-sustaining or 
approach it. Classification limitations within civil service might make it difficult 
to fill positions, and certainly would have during the past years of operations, 
particularly in the early part of the program. People familiar with real estate 
and its values as well as knowledge of construction and construction costs could 
hardly have been had at the salaries which might have been paid, had the pro- 
cedure and personnel ceiling been provided for. It was difficult to find competent — 
technicians who would accept positions even in the limited personnel ceiling. 
The reason has been that in a booming real-estate and construction business 
more income could be made than the salary of positions. 

The resulting operation of the appraisal section and the establishment of 
reasonable value as well as the procedure in compliance inspections is that the | 
work is generally done by fee appraisers designated by the Veterans’ Adminis- 
tration who report to the appraisal section where their reports are reviewed, some 
of the reports resulting in field checks by the appraisal section prior to issuance 
of certificates of reasonable value, and many resulting in post inspections as a 
spot check on the work of the fee men. Since there are involved at least three 
compliance inspections where a property is being constructed under VA com- © 
pliance inspections, the ratio of spot-check work is heavier in covering the spot 
checks as to the different stages of construction. 


Loan guaranty officer, VA regional office, Fort Harrison, Mont. : 


The recruitment of qualified fee appraisers and inspectors has always been a 
serious problem. This is particularly true in a large State with a limited popu- 
lation such as Montana. It has been our experience that because of the limited 
volume of work we can assign to individual fee appraisers and inspectors it is 
extremely difficult to secure the services of the best qualified personnel. We do | 
feel, however, that local fee appraisers and inspectors who are personally ac- 
quainted with real estate sales, trends, and construction problems in a particular 
community are in the best position to furnish us with accurate, realistic 
appraisals. 

It has been recommended in the past and is, I believe, advocated at this time 
by a number of active lenders that an entire staff of salaried appraisers and in- | 
spectors, similar to the FHA system, is the best answer to our appraisal and 
inspection problems. In recommending a program of this kind, I do not believe 
these lenders have given sufficient weight to the administrative problems or to 
the expense involved. 

I do believe that a continuing program of schooling and training of our fee 
appraisers and inspectors is necessary. In this connection, because of distances | 
involved and because the fee employment is not actually sufficient, in this State, 
to make it particularly attractive from a monetary standpoint, I would recom- 
mend a program whereby we are authorized to bring fee appraisers and inspectors 
into our office, on an expense-paid basis, for a limited period of schooling and 
training. By this means, we could more fully acquaint them, by first-hand ex- 
perience, with office problems involved in passing on their field reports. 
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Loan guaranty officer, VA regional office, Honolulu, T. H.: 
From the inception of the program in early 1946, it has been our practice to 


) carry on educational instructions in both appraisal and inspection requirements. 


Through the process of elimination, we feel that our present fee system is not 
only economical but quite satisfactory. However, salaried personnel would, of 


} course, be the ideal method provided pay and car allowance was sufficient to 


attract the right caliber of men. 
Loan guaranty officer, VA regional office, Montgomery, Ala.: 


The new and improved VA inspection and appraisal system is both practical 
and satisfactory and should with time and experience prove as efficient as if 
accomplished with salaried staff personnel. 


Loan guaranty officer, VA regional office, Hartford, Conn. : 


You have asked how, in our opinion, the inspection and appraisal system can be 
improved. We feel that proper weight or due consideration is not given to the 
respective parties inasmuch as, in our opinion, fees paid to compliance inspectors 
are not fairly related to fees paid to appraisers. For example, once the appraisal 
report has been reviewed either by the field inspection or desk audit and the 
reasonable value of the proposed construction finally determined, a certificate 
of reasonable value is issued to the lender, sponsor, or builder whereupon the 
duties of the appraiser have been fully discharged and he has in all probability 
received his fee in full. On the other hand, a compliance inspector is required 
to make three or more inspections of the same unit for approximately the same 
total received by the appraiser for one report. The compliance inspector is 
charged with the responsibility for enforcing against the builder full compliance 
with plans and specifications as well as with our minimum construction require- 
ments. If trouble develops after completion and occupancy by the veteran- 
purchaser, it is always the compliance inspector who is called in to justify his 
findings rather than the appraiser to support his valuation. If the individual fee 
for inspection were raised to $10 we would be in a much more favorable position 
to recruit competent inspectors and at the same time make it financially worth 
while for them to give more detailed attention to work covered by the particular 
inspection which in turn would reasonably assure continued assignment for 
future work. 

In cases involving developments or subdivsions, the FHA is usually also 
interested in the project and accordingly under its regulations makes interim com- 
pliance inspections during the course of construction. We accept their approval 
reports and in most instances have no occasion to see the completed structure 
unless brought to the site as a result of complaints received from veterans. It is 
almost impossible to satisfy a complaining veteran by telling him that the Vet- 
erans’ Administration never saw his home during the period of construction 
but relied on the inspection services of another agency. Neither is he pacified by 
advising him that the primary purpose of the FHA inspection is to satisfy that 
agency and that the completed home is of sufficient value to safeguard the insured 
mortgage loan—particularly when we have guaranteed his loan and the FHA 
acquired no ultimate interest in the transaction. If the final inspection were 
made by the Veterans’ Administration for all proposed construction or new 
existing dwellings wherein Veterans’ Administration loans are involved, much 
subsequent trouble would be eliminated. 


Loan guaranty oflicer, VA regional office, Phoenix, Ariz. : 


To raise the qualifications standards for fee inspectors and fee appraisers and 
secure the highest qualified technicians to perform these services. 

To have continued training conducted by the VA staff personnel for fee 
inspectors and appraisers, by group meetings, and by individual contracts. 

To continually stress and require VA appraisal and construction personnel to 


ee in the fic'] with appraisers and compliance inspectors and review their 
work. 


Loan guaranty officer, VA regional office, Denver, Colo. : 


We believe much good could be accomplished if minimum construction require- 
ments now applying to proposed construction could be officially extended to 
cover newly completed construction or previously unoccupied properties. 
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Supporting reasons: 

1. There has been a marked tendency on the party of builders to avoid the in- 
spection procedure by securing appraisals after completion. 

2. The homes in this category are very often of border-line construction, which 
would not qualify if appraised before commencement of construction and in- 
spected during progress of the work, especially since such houses are measured 
by a more rigid set of construction requirements than the existing house. 

3. A further strengthening of the procedure above set forth would be a 
mandatory depreciation of Some reasonable amount, say 2 percent, to be deducted 
from the value which would have been given the property had it been appraised 
from plans and specifications and properly inspected during the course of 
construction. 


Conclusion. 

We believe that if minimum construction requirements were made to apply to 
existing houses, and, in addition, a penalty were applied to the new house which 
did not have construction inspections during construction, this would have been 
a very salutary effect in improving the type of homes the veterans would be able 
to purchase. 


DIFFICULTIES IN SECURING QUALIFIED PERSONNEL 


Another problem which is faced throughout the sparsely settled Rocky Moun- 
tain region is the fact that it is very difficult to secure the services of qualified 
appraisers and compliance inspectors in small and remote communities. We be- 
lieve that persons of high caliber should be retained for this work inasmuch as 
the entire success of the program depends on the quality of the appraisal and 
of the inspections. 


Supporting reason 


We believe that veterans in small or remote communities are entitled to the 
same high quality of service as those in the larger urban areas. 


Conclusion 


We strongly recommend the employment of additional staff personnel to aug- 
ment our present roster of fee appraisers and inspectors, whose specific duty 
would be to make appraisals and compliance inspections in areas where no quali- 
fied fee men were available. (This suggestion should in no way be interpreted 
to mean that we are recommending the replacement of fee appraisers and com- 
pliance inspectors with salaried personnel.) 

We do recommend the employment in the State of Colorado of two additional 
qualified staff employees in our office. This would mean additional salary alloca- 
tions and adequate travel funds so that these men might be on the road all the 
time, in addition to the increased travel necessary for our present staff of 
employees, in order to do a more thorough job in the field. 

The other alternative is to send our present qualified fee appraisers and com- 
pliance inspectors into the more remote areas. whenever necessary, but this 
involves considerable expense to the veterans living in those communities. We 
believe that no matter where a veteran may live, he should not be faced with 
appraisal or inspection fees in excess of those paid by his more fortunate com- 
patriots who may happen to reside where qualified appraisers and inspectors are 
available. To alleviate this condition, it might be possible for the Veterans’ 
Administration to agree to the payment of the excess fees over and above that 
normally charged in the urban communities, and we could then’ continue our 
present use of fee personnel. 


Loan guaranty officer, VA regional office, Lubbock, Tex. : 


This is a most pertinent point in our program. At no time should anyone be 
engaged in any type of loan making without having at their disposal and use a 
very competent and efficient appraisal staff, because value is the basis for any 
loan. 

I have two recommendations for improving our appraisal system. Both, how- 
ever—and let me emphasize this point—are dependent upon the Veterans’ 
Administration being given ample funds for both adequate personnel and/or 
travel. We cannot change to either one of these plans without additional funds. 
My first recommendation is that the Veterans’ Administration be permitted to 
employ adequate personnel and have all appraisals and inspections in connection 
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with the GI program made by full-time employees of the Veterans’ Administra- 
tion. In this connection we should be sure that salaries authorized would be 
high enough that we can employ people who are really qualified to make ap- 
praisals and inspections. Now I am not just asking for more funds; I fully 
realize that it is necessary for our Government agencies to cut down and elimi- 
nate all unnecessary expense, but on the other hand, if we are given a $100 job 
to do, we cannot do it satisfactorily with $10 worth of personnel any more than 
one of our veterans can afford to purchase an expensive home and make a large 
loan when he has a very low income. If we cannot be authorized to proceed on 
this basis, my next suggestion would be to authorize enough personnel so that 
they can be assigned officially to field headquarters out in the area, and not in the 
regional office, and given a definite number of counties where they can supervise, 
direct, and train the present fee appraisers and/or inspectors. From December 
1946 to September 1947, we in this region worked on this plan by having an 
employee assigned with official headquarters in Amarillo, Tex. This arrange- 
ment worked out very satisfactorily, but had to be discontinued in September 
1947 because of lack of personnel. 


Loan guaranty officer, VA regional office, Boise, Idaho: 


Possibly the appointment of qualified salaried compliance inspectors and real- 
estate appraisers might be an improvement over the present fee system, particu- 
larly in the smaller States having no large concentration of population. In the 
smaller States, the number of qualified men in these fields is limited. Those that 
are qualified are more or less reluctant to act in such fee capacity due to the 
limited amount of earnings by reason of the volume of work that can be ex- 
pected. Further, it is believed that salaried personnel could devote more time 
and effort to individual cases than could be expected of fee personnel, although 
in this State the services being performed by such fee personnel have been satis- 
factory and resulted in a minimum of complaints. It is not possible at this time 
to determine whether such a system and the increased operating costs entailed 
therein would be justified by the result. 


Loan guaranty officer, VA regional office, San Antonio, Tex. : 


Generally speaking, the desired maximum field supervision has not been 
obtained, due primarily to budget limitations. In my opinion, this is one of the 
weaknesses that should be improved. In the San Antonio region, which embraces 
a large area, we have one staff appraiser and one staff inspector who are occa- 
sionally supplemented by our chief appraiser to carry out field supervisory activi- 
ties which include checking the work of the fee appraisers and fee inspectors, 
together with their responsibility to keep abreast of subdivision developments 
and construction activities and to correct or eliminate undesirable features or 
conditions in the initial stages in order to maintain proper standards of construc- 
tion. Although this office has not encountered any major construction problems 
of project proportions, constant vigilance is important, and it is exceedingly 
difficult to cover this territory with such a limited staff. We recognize that it 
is an essential part of our responsibility to eliminate any practices that could 
result in unsatisfactory conditions as have prevailed in several parts of the 
country. 

At various times the question has been raised regarding the merits of utilizing 
salaried personnel in lieu of fee appraisers and fee inspectors, as prevail under 
existing procedure. In the San Antonio loan guaranty operation we have, 
through the process of an extended trial period, eliminated incompetent apprais- 
ers and retained only the best qualified individuals to perform these fee services. 
The fees for such services are nominal, and this regional office has not encount- 
ered any difficulty in obtaining satisfactory fee services, except in remote points 
in west Texas, where our staff appraiser has been utilized. Under the fee 
system, this office can remove a fee employee where deemed necessary. 

A program utilizing salaried personnel would involve an additional appropria- 
tion for salaries, per diem, and travel, and it is doubtful that even on a self- 
sustaining basis whereby the fee is collected from the veteran that sufficient 
funds would be accumulated to meet the expense of a salaried staff. It is ques- 
tionable whether the best qualified professional individuals could be obtained 
by the Veterans’ Administration at salary grades established under the classi- 
fication system. This would result in the Veterans’ Administration having to 
recruit the services of persons of secondary or limited experience, which would 
prove detrimental to the program. It is my opinion that the fee-appraisal 
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system should prevail and that the field supervisory activities should be expanded 
to properly administer all construction activities covered by Veterans’ Adminis- 
tration commitments. 


Loan guaranty officer, VA regional office, Cincinnati, Ohio: 


Therefore, answering your specific question: “(1) How the inspection and 
appraisal system can be improved.” I would say that our present methods and 
regulatory limitations are the most suitable framework. Adequate classification 
and pay for the proper number and kind of technical personnel, with ample funds 
to perform the necessary supervision of fee personnel, will permit an effective 
job being done. 


Loan guaranty officer, VA regional office, Winston-Salem, N. C.: 


Builders should be required to have regular compliance inspections made of 
all new construction when a Government guaranty may be involved. The con- 
tract for construction should require correction of any deficiencies reported by 
the guarantor or insurer of the loan. 

The adequacy and effectiveness of the present system depends upon an ade- 
quate personnel ceiling and sufficient funds for necessary travel. An upward 
revision in grades for technical personnel should be made so as to attract compe- 
tent staff appraisers and construction analysts, with standing authority for 
outside recruitment. 

The procedure presently followed of making assignments to appraisers with 
demonstrated ability and the use of cost indexes is satisfactory. We are con- 
stantly striving to improve the quality of appraisals by spot checking and instruc- 
tion in the field. At the time reports are submitted to this office appraisers are 
instructed to notify prospective purchasers of any defect or faulty construction 
which might cause depreciation. To be certain that this information reaches 
the veteran prior to closing the transaction, we are considering the advisability 
of suggesting that we furnish appraisers with a check sheet for existing con- 
struction on which the condition of all features of the structure could be shown. 
The appraiser would forward two signed copies of the check sheet to this office 
with his completed appraisal report and we would mail one copy of the check 
sheet to the veteran. 


Loan guaranty officer, VA regional office, Liciaibsitis. Ky.: 


To the extent of available personnel, our salaried appraisers in the Loan 
Guaranty Division have occasionally visited our fee appraisers and compliance 
inspectors in order to acquaint them with VA construction requirements, new 
techniques, etc., and for the further purpose of personally viewing and spot- 
checking some of the properties that have been appraised by a designated Vet- 
erans’ Administration appraiser or inspected by a Veterans’ Administration 
compliance inspector. The procedure followed by this office in supervising and 
instructing the fee appraisers and compliance inspectors is in accordance with 
the procedure established by the Veterans’ Administration for the making of 
appraisals under our appraisal system, and while we have experienced no serious 
difficulty in the operation of the Veterans’ Administration system, it is believed 
that the quality and accuracy of our appraisals could be improved if we were 
authorized to employ a sufficient number of salaried appraisers to enable us to 
do a more thorough job of supervising and instructing fee appraisers and com- 
pliance inspectors in the field, and for the purpose of checking the work done 
by our fee appraisers and compliance inspectors. 


Loan guaranty officer, VA regional office, Albuquerque, N. Mex. : 


Our experience with the present inspection and appraisal system of the Vet- 
erans’ Administration has convinced us that the staff of the Veterans’ Admin- 
istration together with the fee-basis appraisers and inspectors have had remark- 
able success in combating the force of inflation in our real-estate field and, by 
their sincere diligence, have succeeded in saving World War II veterans and the 
United States Government tremendous amounts of money. From time to time 
we have spot checked the effectiveness of our appraisal system and the results 
have clearly shown that the efforts of our fee appraisers and staff have saved 
veterans from a few hundred dollars to as much as $3,000 per unit toward the 
purchase price of a home and, at the same time, made it possible for the veteran 
to acquire the same property that he had in mind, this saving resulting entirely 
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from a realistic appraisal by one qualified to determine market value and with 
the veteran’s interest at heart, thereby eliminating overpricing. 

In our opinion, the present system of appraisals and inspections can best be 
improved by permitting the Veterans’ Administration to pay technicians (salaried 
appraisers and construction analysts) a salary commensurate with the education, 
training, and experience that is required of these staff officials, making it possible 
for the Veterans’ Administration to hire better qualified men to supervise and 
train the “fee basis” appraisers and inspectors, who are charged with the ap- 
praisal of and inspection of millions of dollars worth of property annually. We 
have experienced extreme difficulty in recruiting competent staff appraisers and 
construction analysts because the salary which could be offered was substantially 
less than that paid by private industry for the same type of employee. We are 
of the opinion that any additional expenditure caused by increasing the salaries 
of appraisers and construction analysts would be far more than offset by the 
corresponding savings to the Government in connection with losses paid on loans. 
We also feel that an increase in the salary scale of our appraisal technicians, 
permitting the employment of more competent individuals to supervise and 
train our fee basis appraisers, would result in a highly efficient appraisal and 
inspection system. 


Loan guaranty officer, VA regional office, Salt Lake City, Utah: 


The present form of appraising and compliance inspection with fee appraisers 
and inspectors in the area within a 60-mile radius of Salt Lake City, where 
approximately 88 percent of the guaranteed loans have been closed, is satis- 
factory. The services of competent and qualified fee personnel are available 
in this area. With respect to areas other than indicated above, the present 
procedure is highly unsatisfactory for the reason that competent and quali- 
fied fee personnel are unavailable. In addition to the unavailability of such 
personnel, it has been disclosed by field reviews that there has been a tendency 
for appraisers and inspectors to be biased and influenced in the smaller com- 
munities, which is reflected in the estimated reasonable value and defects found 
in construction. It is recommended that consideration be given to a provision 
for salaried appraisers and inspectors for areas other than the area within the 
60-mile radius of Salt Lake City. 


Loan guaranty officer, VA regional office, Kansas City, Mo.: 


Some builders of new homes display signs at the site of construction or run 
ads in the newspaper which carry the statement that the houses involved 
are “GlI-approved,” when, in fact, such houses have never been submitted to 
the VA office for an appraisal or any inspection during construction. This 
oftice knows of no present legal means of preventing such a practice, but would 
welcome an effective remedy for it. 

Also, we look favorably upon a system which provides for a placard to be 
posted on houses under construction, on which houses appraisals and inspections 
are being made by VA-designated appraisers and inspectors. 

Our staff feels that more efficient inspection service could be rendered by VA 
regional offices were a portion of the inspections made by salaried inspectors. 
This, of course, would probably mean an increase in the personnel requirements 
of the regional office. However, such an increase might be deemed justified, 
were the inspection fees earned by the salaried inspectors used to offset, in part 
at least, the salaries of such inspectors. 

It is the consensus of the officials of the Loan Guaranty Division here that 
tion could be given to making an upward revision of the inspection-fee schedule 
presently in effect controlling allowance to designated fee inspectors for their 
services. This should result in a more determined effort for satisfactory in- 
spections, as well as afford a better means for the regional office appraisal staff 
to obtain efficient service from designated fee inspectors, by requiring that more 
time be spent at the site. 

It is the consensus of the officials of the Loan Guaranty Division here that 
the appraisal service has been greatly improved by the installation and use of 
the cost-data-factor sheets which were prepared some time ago by the construc- 
tion analyst for the use of fee appraisers, and also the use of cost-data manuals 
by the staff appraisers, which manuals were instituted by central office in 1950. 
Also, it is their feeling that the examinations, which at present are being given 
to all designated compliance inspectors in this regional territory, are of great 
value to the inspectors as well as the technical staff and will undoubtedly result 
in more efficient inspection service. 
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It is our opinion that this office is very fortunate in not having had any great 
amount of difficulty with sub-standard construction by builders and developers, 
in the project and developments in this regional territory. 


Loan guaranty officer, VA regional office, Chicago, IIl.: 


The Veterans’ Administration moved in 1949 through the adoption of minimum 
construction requirements to an improvement in quality of building and elimi- 
nation of construction deficiencies in housing, securing veterans’ guaranteed 
loans. Public Law 475, Eighty-first Congress, April 20, 1950, crystallized further 
protection by its mandate on these minimum construction requirements, This 
occurred when the greatest home-building boom in our history was on its way. 
The Veterans’ Administration was faced with the selection, appointment, and 
training of fee inspectors to cover every area involving veterans’ construction 
and purchase in each of its regions. Because of the exceptional employment 
opportunities and high wages paid by the building industry itself, it was im- 
possible that in all cases the services of the best-qualified men could be obtained 
in the construction-control program. Pressure of veterans for occupancy was 
tremendous and, in instances, regardless of obvious incompletion or compliance— 
undoubtedly hoping to battle it out later. There were errors made and the best 
and soundest judgments not always given. With limited funds, both for travel 
and employees’ salary, fully adequate supervision could not be maintained in 
this avalanche of applications. 

It has been the policy at the national level and in this office to constantly 
improve the inspector and appraiser service through continued educational pro- 
grams, the elimination of the less-qualified inspectors and appraisers, and the 
constant search and appointment of better-qualified fee personnel. I belieye 
this program is reaching its goal in that we have fewer and fewer complaints, 
have brought builders to the realization that they must comply, and are obtaining 
a much higher quality of plans and complete specifications. 

Better results might be obtained if inspections and appraisals could be made 
on a salaried basis, where full control of personnel can be exercised, uniformity 
fully developed, and a complete separation of personal interests obtained. This, 
however, appears to be impractical because of the vast area and volume of 
construction to be covered and the cost of salaries of employees having sufficient 
qualifications to properly carry out the jobs. I am definitely for bigger, better, 
and more inspections on new construction and more detailed and informative 
appraisals. I believe that the present educational program of the Veterans’ 
Administration and perhaps the institution of additional inspections is the answer 
to the No. 1 question in your letter of February 22. 


Loan guaranty officer, VA regional office, Wilkes-Barre, Pa.: 


Answering your questions in order listed: (1) We are of the opinion that 
the inspection and appraisal system will be continuously improved by present 
course of constantly emphasizing necessity of conforming to our minimum con- 
struction requirements and continued schooling in every detail of our standards 
and techniques. 

Allocation of additional technical staff personnel (construction analysts) to 
supervise appraisers and compliance inspectors would implement foregoing. 


Loan guaranty officer, VA regional office, Baltimore, Md. : 


Since activation of minimum construction requirements February 13, 1948, 
and initiation of VA compliance inspections, there has been a noticeable decline 
in complaints. However, so long as homes are built complaints will persist 
and we do not anticipate ever being free from some minor items. It is our 
experience in dealing with these complaints that the majority are of an inconse- 
quential nature and cover items normally found in any newly constructed house, 
whether it cost $5,000 or $50,000. 

No new home constructed under our inspection procedure, and where base- 
ment condition may be in doubt, is ever approved for guaranty without as- 
surance that the basement will be made dry and remain so for a period of at 
least 1 year. In many instances, the complaint of a wet basement develops 
at some later date due to changed ground-water condition by reason of grading. 
Whenever a condition of this nature is brought to our attention, despite the 
fact that it was dry at time of inspection by the compliance inspector, we 
endeavor, and in many instances succeed, in having the condition remedied by 
the builder. 
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The condition of basements in certain local areas has imposed quite a problem. 
By wev of illustration we wish to relate a typical experience. A number of 
houses ‘n a new development were constructed approximately 3 years ago. 
They were not constructed under inspection of the VA nor appraised on a 
committee appraisal basis, but were handled as individual appraisals when 
sold to veterans. Within the past 2 months it was brought to the attention 
of the appraisal section of this office that a violation of the sanitary code existed 
in their construction and that certain corrections would have to be made at the 
expense of the titleholder. The builder of these properties had incorporated a 
company for each project; and at the time the violation was brought to our atten- 
tion was operating under a different company name and processing a development 
approved by this office under VA compliance inspection. 

This builder was contacted and the condition prevailing in the houses formerly 
erected was brought to his attention with a request that proper correction be 
made at his expense; and until such time as this was accomplished, was advised 
that no commitments would be issued covering the new development. As a result 
of this action a conference was held with the home builders association grievance 
committee, the builder in question and representatives of this office, and correc- 
tive measures agreed upon. We are now in receipt of new code regulations 
disseminated by the authorities of Baltimore County covering procedure to be 
followed to assure dry basements. 

Further conferences were held with city authorities, and new regulations em- 
bodying practically all those adopted by the county will soon be issued by the 
city. It is felt that in this instance the VA has rendered a considerable contribu- 
tion to the community. When any new houses constructed under these regula- 
tions come into being, we are of the opinion that complaints on veteran houses 
will be reduced to a minimum. 

The regulations covering compliance inspections, as issued by Washington 
central office, are in themselves quite explicit, and if inspections are made in 
conformity, we do not feel there should be many serious complaints against 
construction. 

The approach presently used in the valuation of properties proposed to be 
purchased by veterans is one that has been recognized as proper appraisal tech- 
nique by both the American Institute of Real Estate Appraisers, the Society 
of Residential Appraisers, and many authors of national reputation who have 
prepared textbooks and appraisal manuals. We find no criticism of the present 
system inasmuch as the value of real estate is usually approached on summation, 
comparative or capitalization of income basis as applicable. The method used 
on individual homes is what is termed the summation approach or reproduction 
less depreciation plus the value of the land. This represents the figure beyond 
which no person is justified in paying for the property. However, this is not the 
final answer as it must be tempered with an analysis of the value of comparable 
properties in the area. 

Fee appraisers are charged with the responsibility of exercising independent 
judgment with the knowledge they are in the employ of the veteran and possess 
at all times an awareness of that responsibility. 

Fee appraisers assignments are influenced on their record: as specialists in 
particular areas. The remuneration as fee appraisers is generally of sufficient 
proportion to attract the highest type of career or professional appraisers whose 
average income exceeds customary salaried levels. Our carefully selected and 
trained roster of fee appraisers appears to hold the favorable acceptance of the 
general public, courts, city and State authorities. 

Under our present system, qualified appraisers who have had a minimum of 
5 years fee appraising have proven very satisfactory. We have absolute control 
over their retention or elimination from the approved list. If we were to sub- 
stitute staff appraisers (salaried) for fee men, we would lose the unbiased 
approach to value and control we now exercise. The fee appraiser is jealous 
of his appointment and his status as an appraiser for the Administration. We 
highly recommend that the present system remain in force. 

The purpose of the VA minimum construction requirements is to protect the 
veteran purchaser against improper construction standards. Compliance inspec- 
tions in conjunction with those performed by municipal authorities are the best 
assurance that minimum standards of good construction have been accomplished. 
In those areas where a code covering plumbing is not in effect Federal require- 
ments covering individual water supplies and sewerage system are quite com- 
prehensive and, if followed by the inspector of the property, will assure installa- 
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tion in accordance with regulations. The regulations require that we secure 
from from county or State health authorities confirmation that the sewerage 
system has been installed in accordance with proper health regulations, and 
that the water supply is sufficient and of a quality suitable for human con- 
sumption. 

A number of reputable builders in the metropolitan area of Baltimore sell 
properties to veteran purchasers with an implied year’s service for any items 
that require attention during that period. It is a known fact that such items 
as warped doors, leaking joints in plumbing, and settlement cracks in plaster 
do sometimes appear. These were not evident at time of final inspection, and, 
since they constitute the majority of complaints, are usually taken care of within 
a short period after being brought to the attention of the builder. 


Loan guaranty officer, VA regional office, Miami, Fla. : 


First, to obtain appraisers who devote a major part of their activity to ap- 
praisal work and not those that make appraising a side line. All compliance 
inspectors should have had actual construction experience for at least 5 years 
and they should be in a position to devote a great deal of time to their work 
rather than handle it as a side line. Central Office has given instructions that 
all loan guaranty officers will hold an examination for compliance inspectors 
which embraces some 100 questions pertaining to construction and minimum 
construction requirements. This office proposes to hold such an examination 
March 4, 1952. However, we feel that our appraisers and compliance inspectors 
have done an A-1 job in this area. Certificates of reasonable value should be 
issued to a specific builder. In case of change in builder, certificates should 
not be transferable. 


Loan guaranty officer, VA regional office, Houston, Tex. : 


The inspection and appraisal system, whatever it may be, is a matter of opinion 
or judgment and is based entirely on the human element. The weakness or 
strength of any system used in the loan guaranty program will stem from the 
control and capability of the loan guaranty division to properly supervise 
the system. This office is of the opinion that the feel system now used is the 
most equitable and commensurate. Basically, a more intelligent appraisal and 
technical inspection may be obtained through the use of fee personnel as the 
Government cannot pay salaries that will warrant hiring the quality men avail- 
able on a fee basis. The loan guaranty division should be adequately staffed 
with high grade men with appraising and construction experience for closer 
field supervision and allotted sufficient travel money for such supervision work. 


Loan guaranty officer, VA regional office, Indianapolis, Ind. : 


Continued use of designated fee appraisers and fee inspectors supported by 
a twofold increase in supervisory efforts. Intensified training and educational 
program for fee personnel using the on-site appraisal clinic technique, holding 
more group and zone meetings, with sufficient time allowed supervisors to assist 
and check work of fee personnel. This simply represents an enlargement of our 
present limited efforts, and would require adequate travel allowances, and the 
addition of one GS-9 appraisal reviewer. 


Loan guaranty officer, VA regional office, Milwaukee, Wis. : 


We have no recommendation to offer for improving the inspection and ap- 
praisal system. It is our opinion that the present procedures are adequate 
and if complied with, should result in satisfactory performance, We believe, 
however, that the established fees allowed compliance inspectors should be ad- 
justed in order to attract and maintain inspectors of high standing and known 
ability and compensate them for the time involved and the thorough technical 
service they are expected to perform. 


Loan guaranty officer, VA regional office, San Francisco, Calif. : 


It is my opinion that the present procedure under which we are operating is 
sufficient to accomplish its purpose if performed efficiently by the various offices. 
I wish to point out that the system or procedure is no stronger at any time than 
the individuals who carry out its operation. This includes both the supervisory 
personnel in our office and the fee personnel in the field, and applies to each 
individual appraisal or inspection made. This refers not only to the necessity 
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of having qualified personnel, but also that the qualified individuals perform at 
all times in accordance with the highest standards expected of them and not 
excepting any occasional laxness or carelessness in their work. 

I feel that the individuals engaged in these two phases of our operations in 
this area are well qualified, and our office is constantly on the alert from the 
supervisory angle to try to prevent any case of carelessness in the field. Gener- 
ally we are reasonably successful, but of course there are occasions when some 
careless appraisal or construction inspection has occurred, which usually re- 
sults in complaints and necessary adjustments when_possible. 

In connection with the inspection and appraisal s¥stem there is always the 
debatable issue as to which is preferable—salaried inspectors and appraisers 
who do the field work, or fee inspectors and appraisers. We have a definite 
preference in this office for the fee inspector and appraiser because we feel 
this obtains for us the services of better qualified personnel on a fee basis than 
we would be able to secure on a salary basis, due to the limitations of civil service 
salary schedules. When the volume of work is sufficient to attract well qualified, 
fee, field men, we have found that we could obtain very well qualified individuals. 
When the volume becomes reduced for various reasons, these well qualified 
individuals are able to satisfactorily perform our mission on a part-time basis, 
and are outstanding enough in their field to do like work for others than the 
Veterans’ Administration to augment their income. In this manner, it is our 
opinion, that we would generally be able to obtain and retain better qualified 
individuals than we could obtain on a salaried basis, and at considerable less 
cost to the taxpayer. 

I feel that our inspection and appraisal system could be improved so that 
we could operate more efficiently by being authorized a small increase in the 
supervisory personnel in our office. Throughout the entire program to date we 
have been handicapped to a considerable degree in not having sufficient person- 
nel to efficiently perform our mission. Supervisory personnel should be out in 
the field to check and supervise the fee personnel, no matter how well qualified 
the fee personnel might be; and yet there is a considerable amount of essential 
desk work and interviews to be handled in the office. This desk and office work 
must be performed to prevent a bottleneck in the flow of this necessary work. 
To date at various times one or the other type of work have of necessity been 
temporarily neglected to a certain extent when stress is being placed on the other 
type, because at no time have we ever had enough personnel to entirely and 
satisfactorily cover all phases of the work. Whenever a reduced volume of 
work occurs, the natural sequence is a reduction in force, and an authorized 
increase of personnel follows very slowly upon an increase in volume of work. 


Loan guaranty officer, VA regional office, Dallas, Tex. : 


I can see no sound reason for making any changes in the regulations govern- 
ing the inspection and appraisal system of the Veterans’ Administration as it is 
presently written. The regulations are sound, easily understood, and can be 
administered with a minimum of risk to the veteran and the Government with 
thoroughly qualified personnel. My only recommendation under this heading is 
that thoroughly competent fee appraisers and inspectors be secured for the pro- 
gram, and that these fee employees be constantly trained in their jobs. 


Loan guaranty officer, VA regional office, Cheyenne, Wyo. : 


The use of fee appraisers has been satisfactory in this State. It has been 
difficult at times to secure well-qualified men in counties with small populations 
and, usually, the best men are either in the real-estate or construction business. 
Sometimes the total of their fees is very small and it is difficult to get them to 
keep up with current costs, but their values are nearly always well in line. It 
is a great deal more difficult for use to get prompt and adequate inspections of 
dwellings under construction but we have been successful in employing fee ap- 
praisers who can also make the inspections. We believe that the only way we 
could improve the inspection and appraisal system, would be by using competent, 
salaried technicians. In Wyoming, however, the added cost would greatly out- 
weigh the benefits at this time. 


Loan guaranty officer, VA regional office, Omaha, Nebr. : 


It is and has long been our judgment that a salaried personnel in the matter 
of appraisals and construction inspections is more desirable than a system based 
on fee appraisers and inspectors. Ordinarily, salaried personnel could be given 
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more complete training and a supervisory staff could exercise greater control 
and supervision. The difficulty with this system at the present time would be to 
secure competent men to take such jobs at the salaries which the VA offers. 

If the fee system is to be continued, it can be improved by intensifying super- 
vision and training of those presently on the panel by competent salaried per- 
sonnel, by the addition of better qualified individuals, and the elimination of 
those doing unsatisfactory work. This, while it might not positively require 
additional personnel, would require increased travel funds which in the past 
have definitely limited the field inspection and supervisory work performed by 
the salaried personnel. * 

On the whole, therefore, and in view of present circumstances, it is my judg- 


ment that the latter course would today be more expedient and accomplish results 
more quickly. | 


Loan guaranty officer, VA regional office, Muskogee, Okla. : 


” 

The appraisal system as established by the regulations has always been, to 
our thinking, a reasonable and logical method of securing quickly and efficiently, 
reasonable values on properties to be purchased by veterans. It is reasonable 
to assume that a well-qaulified man residing in a community, engaged in the 
business of buying and selling real property, would be able to estimate the 
fair market price of a particular property in his community more accurately 
and in considerably less time than a person sent to that community from a 
different area. However, this system, like all systems of this sort, is limited 
to the number of capable well-qualified men available for such work. In the 
larger metropolitan areas this office has experienced very little difficulty—in 
outlying areas and small communities the problem is more difficult. 

In regard to the appraisal, or estimate of value, we have been able to find 
many more persons qualified to do this type of work than the individual who is 
qualified by training and background to do so-called inspection or architectural 
supervisory work. In this again, as in the appraisal field, little difficulty is 
experienced in the larger metropolitan areas while in the outlying communities 
there is some difficulty. 

We believe that the answer to the entire problem is close supervision and 
continued education of the fee personnel. At one time this office recommended 
that staff appraisers and staff inspectors would be the answer to this problem, 
however, you can readily see that this is not economically feasible, particularly 
from a cost standpoint. We believe that with competent personnel in the 
appraisal section, that is, personnel trained in engineering and construction 
principles, we can do an adequate job of supervision even to land utilization, 
land planning and site investigation. There is no specific organization within 
the VA for land planning or subdivision investigation to preserve the integrity 
and subsequent marketability for dwellings to be constructed in a particular 
subdivision, however, we do have authority to hire by contract competent engi- 
neering services. Our ability to perform under the present regulations is limited 
only by our travel budget which, as you are probably aware, is very small. 
The staff is also small but considering the present volume of business, is adequate. 


Loan guaranty officer, VA regional office, Seattle, Wash. : 


The establishment of a system using salaries appraisal personnel exclusively 
would certainly be a step in the right direction. This idea is not original. 
Salaried appraisal personnel has been employed effectively in the Home Owners’ 


Loan Corporation, Federal Housing Administration, and many other Govern- 
ment agencies. 


Loan guaranty officer, VA regional office, Jacksonville, Fla.: 


The fee inspectors and appraisers being under the direct supervision of an 
appraisal section of the Veterans’ Administration office naturally reflects the 
type of supervision they receive. My observation has shown that the Veterans’ 
Administration and Federal Housing Administration offices have experienced 
fens ta in employing competent experienced men at the salaries established for 
these jobs. 

While we are very fortunate in this region in that we have three of the six 
supervisory jobs in the appraisal section filled by excellent men, and two filled by 
men who are doing good jobs, but not outstanding ones, we do have a position of 
appraiser, GS-9, paying a salary of $5,060, which has been vacant for a year 
because we cannot find capable men who will work for that salary. Men who can 
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qualify for such a job can readily secure private employment at double that 
amount. I would, therefore, recommend that the grades in the appraisal section 
be rescheduled, and those jobs where the individual is directly responsible for the 
supervision of the field appraisers and inspectors be increased, thus enabling our 
offices to employ better equipped individuals. 

Our Washington office has repeatedly insisted that we weed out those fee 
inspectors and appraisers who are not qualifted. In the 57 northern counties of 
Florida, coming under the jurisdiction of this office, this step has already been 
taken. We now have approximately 20 highly competent men doing 80 percent of 
the appraisal and inspection work in this territory. 

The system of using approved fee inspectors and appraisers is the strong point 
of our program. We have hired and fired without hesitation when any of these 
men showed that they are not properly equipped to do the job. Being able to do 
this, we are not hampered with the red tape and delay, which would be necessary 
in hiring and firing these men, if they were Federal employees. 

In many areas, appraisers and inspectors do not receive enough assignments 
from this office to keep them employed full time. They are, therefore, able 
to engage in other business and render assistance to us when assignments are 
made. Many of these men have appraisal accounts for large insurance com- 
panies and lending institutions, which they would not be able to handle if they 
were Federal employees. Therefore, it is a known fact that we have the very 
best appraisers and inspectors in the State, rendering a service to veterans and 
the Federal Government at a price less than one-half of what the cost would 
be to any other individual or organization. 

It is my recommendation in this respect that we continue the use of this group 
of fee personnel ; that the grades for the staff supervisors be increased; and that 
this office be given an increase in the amount of travel so that more supervision 
can be given to the appointed men who are doing the job in the field. 

The advantage of paying for these services on a fee basis has been brought out 
very definitely in the past year and a half by the fact that this office has deemed 
it inadvisable to continue approving loans on properties which the inspectors 
for the Federal Housing Administration have inspected. We were experiencing 
so many complaints from veterans who purchased these properties, that before 
correspondence was received from our Washington office on this matter we 
took it upon ourselves to discontinue the use of the Federal Housing Administra- 
tion inspectors and to require that all inspections be made by our own approved 
men. This has proven most satisfactory and, since inspections have been made 
in this manner, the number of complaints have been reduced to a very minimum 
on these properties. 

The correction and improvement of this situation lies in preventive action 
rather than corrective action after construction has already been completed. 
The inspection and appraisal part of our program is the very backbone of the 
entire matter. Given competent personnel in the State offices who will in turn 
select competent fee inspectors, and given enough travel funds to make at least 
one monthly supervisory visit with each inspector and appraiser, this Adminis- 
tration in my area can continue to cause builders to construct homes of satis- 
factory workmanship and material. 

The only major complaints we have had in Florida have been because of septic 
tank troubles. We have relied heavily upon the State sanitation department 
to inspect these lots and tank installations. In my estimation, we should con- 
tinue to rely very heavily upon them but retain the privilege of rejecting any 
lots, which we think are not suitable for this type of sewerage disposal. 


Loan guaranty officer, VA regional office, Columbia, S. C.: 


It is the opinion of this office that the existing appraisal procedure is practical 
and workable in its present operating form. The selection and appointment of 
local qualified fee appraisers by loan guaranty officers in combination with 
“tight” VA staff supervisory control have made this system reasonably efficient 
and effective. Fee appraisers generally have personal knowledge of local real- 
estate conditions concerning land and improvements which is invaluable to loan 
guaranty officers, if properly reported. Recognition of VA staff control of desig- 
nated fee appraisers under section 36: 4840 (b) of VA regulations, “an appraisal 
made by a designated fee appraiser shall be subject to review and adjustment by 
the Administrator,” has had the effect of relating “reasonable value” to replace- 
ment cost less depreciatory factors, rather than relating it to values and prices 
influenced in some instances by local interests and prejudices. 
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The present appraisal system may be improved and implemented by the revision 
of the Appraisal Report, VA Form 4-1803, so as to make available to the loan 
guaranty officers more complete factual data, this data to be provided for the 
loan guaranty officers by the fee appraisers. VA Form 4—1803 should be revised 
so as to conform to that used by old-line insurance companies in the making of 
long-term mortgage loans. By applying the recently installed VA cost analysis 
system in conjunction with a more comprehensive appraisal report by fee per- 
sonnel, it is anticipated that the appraisal system which is now in use will prove 
distinctly more effective. 

The present inspection system appears to lack somewhat the realistic ap- 
proach. Our desire to reduce costs to the veteran in the appraisal and inspec- 
tion phase of operations has resulted in the establishment of a fee schedule of 
$5 per inspection with the requirement of a minimum of three inspections of 
the construction. The best qualified fee compliance inspectors are generally 
identified among architects, building contractors, and building material supply 
men—individuals with some standing and prestige in the community. It is 
apparent that business and professional men are reluctant to serve in a respons- 
ible and time-consuming capacity at so small a return in these days of high 
income-producing business activity. Hence we face a paucity of fee inspectors 
with acceptable basic training and experience. May I here state that our VA 
staff is burdened with supervisory duties in the control of fee personnel which 
represent the best technical product obtainable for the remuneration offered. 

The alternatives appear to be (1) to increase the fee schedule to attract the 
compliance inspector with basic experience and training of such character that 
his reports and findings might be accepted with only spot checks from time to 
time to assure consistency and adequacy or (2) to employ full-time salaried VA 
staff inspectors, grouped into an appraisal sub-unit under direct supervision of 
the present VA construction cost analyst. 

Unfortunately our inquiries regarding the amount of fees which might inter- 
est thoroughly acceptable fee compliance inspectors have produced figures which 
are entirely impracticable for application to this problem. From a practical 
monetary consideration, the records of this office indicate that a total of 2,860 
compliance inspections were made by fee inspectors and approved by the VA 
during the past 12 months in this area. Based on the current rate of $5 per 
inspection, which is paid by either the veteran or the builder, the cost of this 
phase of our program is $13,400. If such fees were collected by the VA (under 
the same type procedure now being uséd in the direct loan program to collect 
compliance inspection fees), it would be possible to employ two full-time staff 
inspectors at a grade and salary commensurate with the requirements of the 
position and with ample financial provision for travel purposes. It is believed 
that two inspectors together with the present appraisal staff would carry the 
additional workload involved in making all compliance inspections on proposed 
construction in South Carolina under the same or similar conditions. 


Loan guaranty officer, VA regional office, San Diego, Calif. : 


The Veterans’ Administration appraisal system is not a perfect one, to be sure, 
but in my opinion it is the best under the circumstances and the most economical 
for the Government to operate. For the particular purpose of the loan guaranty 
program there is no system known that is superior to it and there is no system 
in use anywhere, within the Government or outside, that is as good. Through 
trial and error, and to meet changing conditions, the appraisal processes have 
developed over the past 7 years from a crude beginning to a very workable and 
adequate control if properly applied both with technical know-how and 
honesty. The improvements have not been through legislation but rather 
through administrative action, and most improvements found necessary in the 
appraisal processes now or in the future, in my opinion, can best be accomplished 
by administrative action. 

The problems confronting us today are not with the system itself; they are 
with the implementation of it; the obtaining and retaining of qualified technical 
personnel both salaried and fee. Great strides have been made in improving 
the fee staffs. Through experience with the work of fee appraisers the rosters 
have been culled and have been reduced by the elimination of those whose per- 
formance has been found wanting and those whose integrity has been questioned. 
Additional improvements in that regard will continue to be made. The fees are 
sufficient to attract and retain a sufficient number of qualified appraisers. As 
proof of that this office has reduced appraisal fees, which in the past were 
excessive and which were providing a few favored individuals with exorbitant 
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profits, to reasonable amounts allowing reasonable profits. Notwithstanding the 
reduction, we have been able to obtain appraisers who are recognized as being 
among the best in the community and they are proving themselves as such. The 
problem of obtaining qualified salaried personnel is not so simple. The low salary 
and grade structure in comparison with that of private industry is a serious 
handicap in proper staffing. I am not in a position to say whether that prob- 
lem is administrative or legislative, but in either instance it is an extremely 
important one. What value are controls if they are not honestly and capably 
applied? 

Our inspection procedures were first established some 5 years ago. Later, in 
1948, the Veterans’ Administration established minimum construction require- 
ments and the inspection procedure was used as a check on construction to assure 
compliance with the minimum requirements. Again later, in the Housing Act 
of 1950, it was provided that compliance with minimum construction require- 
ments was necessary for the guaranty of a loan made for the purchase or con- 
struction of residential property on which construction commenced after June 
19, 1950. As with the appraisal procedure, the inspection processes have been 
improved and refined, and as a system, are today a workable and adequate con- 
trol. Here again we find the human failings which make the operation of even 
the best system just as effective as the ability and integrity of its administra- 
tors and technicians will permit. 

Loan guaranty officer, VA regional office, Los Angeles, Calif. : 

I believe that this problem lies primarily within the scope of our own ad- 
ministrative policies and procedures in Veterans’ Administration. Considering 
that the loan guaranty organization is only a little over 6 years old and that 
it has within that period had to recruit, train, and develop a salaried and fee 
organization, while at the same time processing the applications of over 3 
million veterans and approving over 2% million home loans, I frankly feel 
that we have made signal progress in the improvement of our inspection and 
appraisal work, with respect to both our procedures and the caliber and com- 
petence of our salaried and fee personnel. 

I am unable to see what could be accomplished legislatively to improve this 
phase of our operation beyond what has been accomplished and what we are 
continuing to do within the loan guaranty organization administratively. 

In this connection, I might mention for your information that I have had a 
better-than-average opportunity to observe the workings of the program in 
various sections of the country. I have held in that order the position of loan 
guaranty officer, San Francisco regional office (northern California) ; super- 
vising loan guaranty officer, VA branch office No. 12, (California, Arizona, 
Nevada, and Hawaii); special representative of the Director, Loan Guaranty 
Service, Washington, D. C.; and, for the past year, loan guaranty officer at 
Los Angeles. 

My observations have led me to believe that all areas of the country have 
met, with a reasonable measure of success, the common problem of recruiting, 
training, and developing (through the processes of instruction, correction, and 
elimination) our organization of salaried and fee appraisers and inspectors. 

Some areas, particularly the metropolitan areas, are able to attract to the 
salaried staffs and fee panels more men with the background of professional 
training and experience than can be found in some of the other areas. 

In Los Angeles, for example, we can draw liberally on the membership of 
our professional appraisal organizations for our fee appraisers. In this, how- 
ever, our work competes with private industry and other public agencies such 
as highway commissions. No matter what the source of our recruitment, how- 
ever, the great problem common to every office is to develop an approach to 
appraisal estimates that is as uniform as it is humanly possible to attain. 
This is necessary in order to attempt to give equal treatment to all veterans, 
sellers, and lenders. Considering the human equations and personal opinions 
which weigh in every appraisal process, I sincerely feel that through our 
past 6% years of operation, we have approached our goal as closely as it 
could have been approached by any organization, employing any system. 

This is by no means intended to express the thought that I feel we have reached 
perfection or are beyond improvement. I merely wish to stress the commonplace 
that “appraisal is not an exact science” and, therefore, that the men who make 
appraisals are not above mistake in their judgment of value or their assessment 
of condition. This being so, the problem in a program of this nature becomes the 
day-to-day task of reviewing, instructing, correcting, and replacing in an effort 
to maintain a competent, reliable, and informed appraisal organization. 
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The job of recruiting and training a satisfactory group of inspectors is com- 
plicated more by the fact that there does not exist, even in metropolitan areas, 
such a reservoir of specialists trained in construction inspection. We have had 
to draw primarily on men with some construction experience who could demon- 
strate adequate knowledge of inspection techniques and train them in the 
adoption and execution of a uniform pattern of making inspections and reports. 

As you doubtless know, when Public Law 268, Seventy-ninth Congress, was 
enacted in December 1945, the Veterans’ Administration for some considerable 
period attempted to have this function and responsibility rest on the private 
lending institutions who were making the loans and who presumably had quali- 
fied inspectors on their staffs to do the work. 

When this effort proved that the inspection work would not be properly per- 
formed under such auspices, the Veterans’ Administration had to undertake the 
establishment of an inspection staff and an inspection procedure. Setting up 
this organization, recruiting and training our salaried and fee staffs over the 
past 4 years while handling an increasing volume of tract operations was in this, 
and other officers having a large volume of construction cases, a truly monu- 
mental task. 

I would not attempt to say that our inspection work has been above reproach 
or even up to our expectations in all respects. I do know, however, that, with the 
recent partial subsiding of new tract activities as a result of which we have had 
an opportunity to give more attention and staff direction to this particular phase 
of operations, we have made noteworthy improvement. 

Here again, I think that whatever improvement there is to be made lies pri- 
marily within the realm of VA’s own administrative efforts. I do not know of 
any legislative action which would be particularly helpful in this direction. 

There has been the constant discussion as to the merits of using a salaried or 
a fee staff. In view of the volume of our activities and the universal applica- 
tion of the program to all communities and also the necessity for meeting sudden, 
violent expansions in these activities, I believe it is necessary to continue the use 
of combined staff and fee services. I believe that administratively we could 
strengthen the salaried staffs and possibly the fee staffs if we can devise a means 
of acquiring the services of professional architects and landscape engineers, in 
at least all major offices. There is a rather imposing problem, however, in 
attracting talent on a salaried basis under the recognized civil-service grading 
and budgetary limitations, while it would be extremely difficult to impose on 
the cost of the product in every tract case the fees which these professions 
command over and above the services of the developer’s own staff. These are, 
therefore, subjects which we can continue to explore administratively in our 
efforts to strengthen our facilities and procedures with respect to our inspection 
and appraisal functions. 

If I may inject a somewhat technical question into this discussion, I might 
suggest that, in my opinion, it would possibly improve the administrative powers 
under the act if the wording in sections 501 (a) (3), 502 (a) (4), and 503 (4) 
were rephrased to vest in the Administrator explicitly the sole power of deter- 
mining reasonable value. There should, in my opinion, be no implication that 
a designated appraiser could commit the Veterans’ Administration to a reason- 
able value. While I believe that this question has been quite well disposed of 
in our administrative procedures, it may warrant examination with the Director, 
Loan Guaranty Service. 

There is, as you also know, the very broad question of the purpose and intent 
of Congress with respect to the position of the Veterans’ Administration in the 
guaranty of loans under the act in relation to the veteran purchaser. If the 
Congress were to make manifest an intent to obligate the Government to protect 
the veteran against loss or detriment by reason of his subsequent adverse experi- 
ence with the property, either as to its value or its condition, then I think it is 
clear that the whole scope of the legislation, regulations, and procedures would 
have to be extended accordingly. 

I do not believe that it is within the province of these recommendations for 
me to express myself on this question beyond this statement. I do feel, how- 
ever, that this determination, more than any other, is the crux of the appraisal 
and inspection problem as it affects the veteran and his right to demand redress 
from the Government for his losses or his disappointments in availing himself 
of his loan guaranty benefits. 


Loan guaranty officer, VA regional office, Wichita, Kans. : 
foal . 9 ~ 9 9 


It is recommended that all applicants who request designation as approved 
fee appraisers or fee-compliance inspectors be required to pass an examination 
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of sufficient scope to demonstrate the ability of the applicant before such appli- 
cant is approved, the type and scope of the examination to be specified by the 
Civil Service Commission. 


Loan guaranty officer, VA regional office, Albany, N. Y.: 


I believe the inspection and appraisal system can be improved by making it 
possible for us to hire sufficient technical personnel (architects and/or engineers) 
to achieve full-time field supervision of fee-compliance inspectors and appraisers. 
Civil-service grades for administrative and technical positions must be at high 
level in order to interest in Government service those persons who are fully 
qualified, capable, and experienced in this type of work. 


Loan guaranty officer, VA regional office, Des Moines, Iowa: 
; £ 


Appraisals and compliance inspections should be made by qualified salaried 
inspectors and appraisers in the same manner as that employed by the Federal 
Housing Administration. It is also believed that more frequent inspections 
should be required during construction. 


Loan guaranty officer, VA regional office, Shreveport, La. : 


We believe our fee-inspection and fee-appraisal system is the best possible 
under the circumstances, but we also believe the system can be improved gener- 
ally by employing staff personnel to perform this specialized duty, provided 
position grades and net salaries are established sufficiently high to attract and 
hold outstandingly qualified personnel. 

Place upon the Veterans’ Administration the responsibility of making its own 
compliance inspections. This, we believe, will afford closer control of building 
programs for veteran purchasers with additional benefit to the Veterans’ Admin- 
istration in that we will know the structural details of properties which we do 
not now know in far too many cases. On all properties being constructed for 
veteran purchasers, the Veterans’ administration should be charged with the 
responsibility of making inspections on that property, thereby alleviating the 
secondary position which the Veterans’ Administration now holds as regards the 
inspection procedure. 


Loan guaranty officer, VA regional oflice, St. Louis, Mo. : 


We recommend the continued use of designated fee appraisers and inspectors, 
as this system of appraisal has worked out satisfactorily in most instances. 
However, there are areas in which it is difficult to secure the services of compe- 
tent fee appraisers and inspectors; and our staff, travel funds, and authority 
should be increased sufficiently to permit staff appraisals and inspections in those 
areas. 


Loan guaranty officer, VA regional office, Nashville, Tenn. : 


The system we are using in appraisal and inspection is adequate to insure 
proper values and supervision of construction. However, the element of human 
error necessarily is always present. This element of error could be materially 
reduced if our budget would allow enough key positions in the appraisal section 
so that continuous field supervision could be given appraisers and fee inspectors. 


Loan guaranty officer, VA regional office, Manchester, N. H.: 


The highest quality in both appraisals and inspections should be sought insofar 
as they are the foundation of all loans. This standard can be raised only 
through : 

(a) The prompt elimination of any individual that is found to be incompetent. 
(There still remains the problem of finding a replacement that is more competent.) 

(bd) Use only full-time salaried appraisers and inspectors. (While such a 
policy would be advantageous in obtaining uniform methods of valuation, its 
feasibility and effectiveness would be entirely dependent upon determination 
that the salary level would attract higher-grade men than are obtainable on a 
fee basis.) 

(c) Increase present fees for appraisals and inspections to attract appraisers 
with higher professional qualifications and effect more complete and painstaking 
appraisal reports and inspections. (As a generality, we fortunately receive 
appraisal and inspection services that are worth more on the open market than 
the $30 to $40 a Veterans’ Administration man receives for both the appraisal and 
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complete responsibility for construction. However, it is fallacious to believe 
that as a generality we are obtaining professional services and responsibilities 
worth $100 to $500 for this amount.) 


Loan guaranty officer, VA regional office, Portland, Oreg. : 


The ideal of our appraisal and inspection system requires that both appraisers 
and inspectors be fully qualified by experience and technical training to perform 
the functions of contractors, builders, estimators, designers, architects, and 
statisticians, Even then they would be subject to the same human faults that 
are inherent in all of us. However, the system as set up by central office pro- 
vides for the continuing education and supervision of all field men by the staff 
personnel of each regional office. This educational program requires frequent 
contacts with all nonstaff people, preferably in the field where the work per- 
formed can be criticized and discussed on a factual basis. 

Appraisers and inspectors in the larger population centers are mostly pro- 
fessional men who derive their living from such activities. These men are in- 
telligent and they maintain the type of information necessary to keep abreast 
of market trends and price changes. Their work is generally on a high plane 
and very acceptable. 

In the smaller communities where the yolume of such work is low the men 
available are usually insurance and real-estate men in business for themselves. 
It is very difficult for them to avoid the pressures that builders, lenders, and 
borrowers apply in those cases where all parties are known to each other. This 
appears to be one weakness in the program and one which the local Veterans’ 
Administration staff is more or less helpless to improve. It is the policy and 
practice of the Veterans’ Administration to approve only capable, qualified, and 
experienced fee appraisers and compliance inspectors throughout the State. In 
many of the smaller communities, ranging up to 400 miles from the Veterans’ 
Administration regional office, it is almost impossible to find qualified and ex- 
perienced appraisers and compliance inspectors to perform high-quality service. 
In some instances, in order not to hold up the program in the outlying areas, 
we endeavor to locate the best men obtainable in those communities to perform 
the necessary service. Otherwise, no GI home loans could be approved at all. 
It is the policy of the Veterans’ Administration to follow through with these 
men, giving instruction and supervision to fully acquaint the appraisers and 
compliance inspectors with Veterans’ Administration regulations, procedures, 
policies, and requirements in an effort to improve this phase of the operation. 
Of course, it must be understood that in a State as large as Oregon, plus a 
meager Veterans’ Administration staff, it is impossible to give the proper out- 
side instruction and supervision to fee personnel. This phase of the program 
has improved and will continue to improve as the program continues to go for- 
ward, but it would seem to obtain maximum results additional staff men should 
be employed to devote full time to this phase of the program. 

This office has constantly tried to assist these men. We work with them in 
the field, giving advice on cost data, depreciation, and the necessity of com- 
paring the subject property with known sales data. We believe that much 
progress has been made and a continuation of these ideas will result in con- 
tinued improvement. 

The only alternative to this educational program would be to attempt to per- 
form these functions with staff members. To do so would remove much of our 
contact with each locality. This would not be desirable, as the greatest strength 
of the system results from the basic honesty and intelligence of the independent 
people who do this work. Their knowledge of local conditions and trends is a 
very important part of the assistance they give to us. 


RESPONSIBILITY OF THE VETERAN-PURCHASER 


The loan-guaranty program is primarily intended to provide read- 
justment assistance for servicemen, who experienced a material dis- 
ruption in their civilian pursuit as a result of military service during 
a period of wartime. 

The average veteran approaches the purchase of a home in a very 
serious fashion; however, the vast majority are inexperienced in 
building and real-estate matters and are susceptible to exploitation. 
The traditional pattern of home ownership has been materially 
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changed by the veterans’ loan-guaranty program. Prior to the period 
of the Federal Government’s participation in housing, the young fam- 
ily normally entered a rental unit. The next step was usually to a 
small existing house. Those families which prospered undertook to 
purchase or build a new house later in their lives after the family head 
had acquired considerable business experience. With the aid of his 
lawyer and his banker, the head of the family approached his building 
problem in a cautious fashion, since he could not rely on the Federal 
Government to protect his interests. 

Under the veterans’ loan-guaranty program, millions of young fam- 
ilies have launched themselves directly into home ownership. Many 
of these young veterans have had no experience whatever in building, 
real-estate, or legal matters, but the majority believe that they are safe 
in relying on the Veterans’ Administration. Most young veterans do 
not know the limits of the responsibility of the Veterans’ Adminis- 
tration and are firmly of the opinion that the Veterans’ Administra- 
tion should guarantee the detail of construction of their home as well 
as the loan. Almost without exception the veteran enters into a sales 
transaction without adequate legal advice or protection; yet, when 
troubles later arise, the average veteran is not inclined to be self- 
critical for his own lack of judgment, but turns to criticize the Vet- 
erans’ Administration for not protecting him. This attitude is fos- 
tered by many real-estate salesmen. If a veteran raises a question at 
the time of the sale regarding construction detail, closing costs, or 
other matters, he is immediately assured by the builder and the sales- 
man that everything is being taken care of by the Veterans’ Admin- 
istration. 

In those areas where a critical shortage of housing exists, the most 
cautious veteran finds himself helpless, since the builder will not co- 
operate in a reasonable contract which will assure the veteran a normal 
amount of protection. In crowded areas where families are desperate 
for housing, many veterans will sign anything to secure occupancy ; 
therefore, there is no reason for the builder to deal with the cautious 
individual. 

Regardless of the degree of efficiency with which the Veterans’ 
Administration loan-guaranty program operates, there will always 
be building failures and sharp practice. The Federal Government 
cannot become the agent and attorney for each purchaser. It is neces- 
sary that the veteran-purchaser recognize his responsibility and ob- 
ligations in the transaction. The committee believes that a continuing 
educational program on the part of the Veterans’ Administration, 
real-estate and building organizations, and veterans’ service organiza- 
tions will assist in preparing the young veteran to assume his obliga- 
tion in the purchase of his home. 

It is recommended that the Veterans’ Administration furnish each 
veteran at the time he applies for a certificate of eligibility with a 
booklet covering the following subjects: 

1. The responsibility of the Veterans’ Administration. 

2. The responsibility of the veteran. 

3. Responsibility of the builder or seller. 

4. Problems relating to finance of a home. 

5. Explanation of common legal terms and real-estate procedure. 
6. Common construction defects. 
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7. Sales contracts or warranty procedures. 
8. Problems relating to maintenance of a new home. 

It is believed that such a booklet could be prepared in a simple, 
attractive, readable form which would be of great assistance to the 
prospective veteran-purchaser and better equip him to assume his 
responsibility in the purchase of his home. 


VerTerans’ Priortries Houstnc Program UNDER THE OFFICE OF 
Hovsine Expepirer 


HISTORY AND STATUTORY BASIS OF PRIORITIES REGULATION 33, HOUSING 
EXPEDITER PRIORITIES REGULATION 5, AND THE HOUSING PERMIT 
REGULATION 


The veterans’ emergency housing program was initiated with the 
issuance of Priorities Regulation 33 (PR-33) by the Civilian Pro- 
duction Administration, effective January 15, 1946. (See 10 F. R. 
15301; 11 F. R. 601.)? | This regulation, which was issued under the 
authority contained in section 2 (a) (2), title III, of the Second War 
Powers Act (50 App. U.S. C., sec. 633), sets forth three requirements 
which would be imposed as conditions to the grant of priorities assist- 
ance: (1) The builder was required to construct the housing accom- 
modiations in accordance with the description given in the priorities 
application, plans, and specifications submitted by him; (2) the 
builder agreed to sell the housing accommodations for not more than 
the sales price which was approved in the grant of priorities assist- 
ance; and (3) the builder agreed to grant a preference in selling or 
renting the housing accommodations to veterans. At that time and 
prior to March 26, 1946, there were no restrictions against building 
construction; and, hence, the approval of a priorities application 
operated solely as a grant of priorities assistance. 

On March 26, 1946, the Civilian Production Administration, under 
the same priorities and allocations powers of the Second War Powers 
Act, issued Veterans’ Housing Program Order No. 1 (11 F. R. 7409). 
This regulation (VHP-L) prohibited all construction unless author- 
ized by the Government and provided that the approval of a prior- 
ities application by an authorized Government agency would be 
deemed an authorization for construction under VHP-1, as well as 
a grant of priorities assistance. 

On May 22, 1946, with the passage of the Veterans’ Emergency 
Housing Act (60 Stat. 207, 50 App. U. S. C., sec. 1821, et seq.), the 
Housing Expediter was granted priorities and allocations powers with 
respect to building materials and construction which were similar in 
character and extent to the powers contained in title III of the Sec- 
ond War Powers Act. This authority, however, was not exercised 
by the Housing Expediter until August 27, 1946. On that date, the 
Housing Expediter, in Housing Expediter Priorities Order No, 1 (11 
F. R. 9507), delegated to the Civilian Production Administration the 
priorities and allocations powers contained in the Veterans’ Emer- 
gency Housing Act. On the same date, in Directive 42 (11 F. R. 9514), 


1 Subsequent amendments and revisions of PR-—33 were issued and published in the 
Federal Register on April 12, 1946 (11 F. R. 4085); June 14, 1946 ( F. R. 6598) ; 
August 27, 1946 (11 F. R. 9515) ; February 28, 1947 (12 F. R. 1438) 





~~: 


_ = he = Tf > mee 


2. ° > T°, — =, 


eS a ~~ we 


ee ee 





VETERANS’ LOAN GUARANTY PROGRAM 89 


the Civilian Production Administration Administrator delegated to 
the Housing Expediter the priorities and allocations powers contained 
in title ITI of the Second War Powers Act to the extent required in 
the effectuation of the veterans’ emergency housing program. 

The additional authority granted the Civilian Production Admin- 
istration was immediately exercised by an amendment of schedule A 
to PR-33 on August 27, 1946 (11 F. R. 9522). Schedule A to PR-33 
set forth those materials which were in short supply and which could 
be secured only with priorities assistance which had been granted 
under PR-33 or Housing Expediter Priorities Regulation 5.2 Thus, 
in using priorities assistance granted under either of these regulations, 
builders were subject to and bound by the provisions of schedule A. 
This schedule, in paragraph (a) thereof, allocated the building mate- 
rials listed in the schedule and established priorities for their delivery, 
under the authority of the Veterans’ Emergency Housing Act of 1946 
as well as title I1] of the Second War Powers Act. Necessary find- 
ings under both statutes were made as to the shortage of these build- 
ing materials, In paragraph (d), it was provided that violations of 
any of the provisions of this schedule or other housing regulations 
were violations of both the Second War Powers Act and the Veterans’ 
Emergency Housing Act of 1946. As a result of this amendment, any 
violations of PR-33 with respect to housing accommodations which 
were completed after August 27, 1946, are violations of both statutes. 
Violations with respect to housing accommodations completed prior 
to that date are violations of and punishable under the Second War 
Powers Act alone. 

On August 27, 1946, the Housing Expediter also issued Housing 
Expediter Priorities Regulation 5 (HEPR-5) effective September 10, 
1946 (11 F. R. 9508), which was substantially similar to Priorities 
Regulation 33. After September 10, 1946, all priorities applications 
were approved under HEPR-5 and were no longer submitted or acted 
upon under PR-33. This regulation was issued under the authority 
of both the Veterans’ Emergency Housing Act and the Second War 
Powers Act, and provided for the grant of priorities assistance with 
respect to materials listed in schedule A to PR-33, as well as construc- 
tion authorization under VHP-1. Violation of this regulation con- 
stituted violation of both statutes. 

The priorities system was discontinued with the issuance of the 
housing-permit regulation, effective December 24, 1946 (11 F. R. 
14621). After this date, applications for priorities assistance to con- 
struct veterans’ housing accommodations were no longer entertained. 
Thereafter all persons wishing to construct housing accommodations 
for veterans were required to secure a construction permit under the 
housing-permit regulation which constituted a construction authori- 
zation under VHP-1. This regulation was issued under the alloca- 
tions power contained in both the Second War Powers Act and the 
Veterans’ Emergency Housing Act but did not involve use of the 
priorities power. The regulation made no provision for maximum 
sales prices, permitted individuals to build for their own occupancy, 
but provided that housing accommodations built for sale to veterans 
must be constructed in accordance with the description given in the 


2 The issuance of Housing Expediter Priorities Regulation 5 is discussed below. 
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approved application, plans, and specifications submitted by the build- 
er and required that veterans be given a preference in the sale of such 
housing accommodations. The regulation further provided that, if 
the construction of housing accommodations previously authorized 
under PR-33 and HEPR-5 had already been started, the restrictions 
imposed by those regulations remained in full force and effect. If 
construction had not been started, builders were permitted, in their 
discretion, to return their previously approved priorities application 
and secure a construction permit ale HPR. In such case, the 
builder would be subject only to the restrictions of that regulation. 

On March 31, 1947, title III of the Second War Powers Act expired. 
As a result, housing accommodations authorized under PR-33 and 
completed prior to August 27, 1946, were freed of the restrictions im- 
posed by that regulation. Housing accommodations authorized under 
PR-33 and completed after August 27, 1946, were subject to both the 
Second War Powers Act and the Veterans’ Emergency Housing Act 
and any violation occurring between August 27, 1946, and March 31, 
1947, is punishable under both statutes. Any violation occurring 
subsequent to March 31, 1947, is punishable only under the Veterans’ 
Emergency Housing Act. Similarly, housing authorized under 
HEPR-5 was subject to both statutes and any violation occurring 
prior to that date is punishable under both statutes. Violations oc- 
curring subsequent to March 31, 1947, are punishable only under the 
Veterans’ Emergency Housing Act. The housing functions of the 
Civilian Production Administration under title III of the Second 
War Powers Act were transferred to the Housing Expediter by Exec- 
utive Order 9836 on March 31, 1947, and the latter therefore has the 
responsibility for enforcement of Second War Powers Act violations 
as well as those under the Veterans’ Emergency Housing Act. 

On June 30, 1947, the Housing and Rent Act of 1947 was enacted. 
Section 1 (a) of title I of this statute repealed the priorities and 
allocations powers contained in the Veterans’ Emergency Housing Act 
of 1946, but provided that “any allocations made or committed, or 
priorities granted for the delivery, of any housing materials” under 
that act “shall remain in full force and effect.” The legislative his- 
tory of this proviso clause was believed to clearly indicate that Con- 
gress intended to continue in effect the maximum sales price and other 
restrictions which had been imposed in connection with previous 
grants of priorities assistance and construction authorization. Thus, 
while the authority of the Housing Expediter to control all future 
housing construction was terminated, the maintenance of maximum 
sales prices and construction requirements on housing accommoda- 
tions previously authorized under PR-33 and HEPR-5 was continued 
until December 31, 1947, the statutory termination date of the Vet- 
erans’ Emergency Housing Act. All restrictions under PR-33, 
HEPR-5, and HPR were removed, effective January 1, 1948, with 
the expiration of the Veterans’ Emergency Housing Act. Subse- 
quently, on December 11, 1951, the Supreme Court held in the case of 
United States v. Fortier et al. (72 S. Ct. 189) that the proviso of 
section 1 (a) of the 1947 Rent Act did not authorize the continuation 
of maximum sales price restrictions on priorities houses sold after 
June 30,1947. The effect of the Supreme Court’s ruling in the Fortier 
case is that the Government may not seek to enforce restrictions of 
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the priorities regulations as to those houses which were sold after 
June 30, 1947. 


ENFORCEMENT AUTHORITY 


Authority for civil suits to secure restitution is contained in section 
7 (a) of the Veterans’ Emergency Housing Act and section 2 (a) (6), 
title ILI, of the Second War Powers Act. 


INVESTIGATION AND CLAIM SETTLEMENT EXPERIENCE 


It will be noted that PR-33 covered residential construction from 
January 15 through September 10, 1946; Housing Expediter PR-5 
covered the period from September 1946 through June 30, 1947. One 
of the changes made in the new Housing Expediter PR-5 was the 
provision for continuous inspections by the Federal Housing Adminis- 
tration while construction was in progress. 

Under PR-33 it was not feasible to prosecute claims for defective 
and faulty workmanship. While such claims could theoretically be 
extended to ratings granted under Housing Expediter PR-5, there 
were many technical difficulties involved in the proof of value on 
faulty workmanship. One example was the wide divergence of ex- 
pert opinion on the value of any controversial item. One expert might 
testify that the value to the purchaser of a home with defective instal- 
lation of flooring for instance was $50, while the next expert would 
value the item at $500. In view of this situation the majority of 
the cases were confined mainly to departures, in the form of omissions 
or substitutions, that were observable by comparing actual construc- 
tion with the plans and specifications submitted by the builder to the 
Federal Housing Administration at the time of his request for a 
priority rating. 

In addition, valuations on omissions and substitutions were difficult 
to prove. The question presented was whether the cost of the item 
should be the basis of the claim, or whether the criteria should be the 
cost of specific performance (a much higher value). Specific perform- 
ance would be designed to place the purchaser in the same position 
he would have been in had the plans and specifications been followed. 
In the latter instance the divergence of expert opinion again became 
a problem. Through experience it was found most expedient to have 
the Federal Housing Administration establish the actual value used 
by them in establishing the maximum sales price for the items in 
question. Since many of the cases were settled voluntarily, this 
method was found to develop less contention at settlement conferences. 
1t was also accepted by the courts. 

The cases were processed on the theory that a contractual relation- 
ship existed between the builder and the: Federal Housing Adminis- 
tration; the Government achieving rapid construction of low-cost 
housing in return for its assistance in granting priority rights to 
builders constructive dwellings meeting Federal Housing Adminis- 
tration specifications. 

The plans and specifications submitted to the Federal Housing 
Administration at the time the builder requested priorities ratings 
were compared with actual construction. Any deviations were noted 
and the Federal Housing Administration then furnished the cost value 
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of the items. The negotiations, based on this procedure, were often 
quite difficult. Contradictions between plans and specifications, am- 
biguities in both, the consideration of equitable offsets against the 
claim because of extras or more expensive construction, the difficulty 
in proving the starting date of construction, etc.—all required elas- 
ticity in establishing the amount of the claim and also in selecting 
items susceptible of clear proof in court proceedings. Since the statute 
of limitations in suits brought by the Government did not apply to 
these claims, we continued to receive a substantial number af com- 
plaints as late as 1950. With the passage of time, the elements of 
proof naturally grew more difficult. Records of supply houses and 
other documentary evidence had often been destroyed or lost and the 
recollection of witnesses had weakened. 


RELATIONS WITH THE VETERANS’ ADMINISTRATION AND THE FEDERAL 
HOUSING ADMINISTRATION 


The Federal Housing Administration played a large part in the 
program. They processed the original application, established a max- 
imum sales price, and, at our request, substantiated requirements 
under approved plans and specifications and furnished valuations on 
individual items of omission or substitution. 

After the issuance of HEPR-5, FHA was to provide inspections 
during construction and the FHA Minimum Property Requirements 
became applicable. On occasions our investigations would develop 
chargeable defects in projects previously inspected under this regu- 
lation. The Minimum Property Requirements, published as a sep- 
arate booklet, were not widely distributed and apparently not rigidly 
enforced through the inspection program. Therefore, on questions 
of faulty or defective workmanship, as distinguished from outright 
omissions and substitutions, the builder would plead lack of know!]- 
edge of the minimum property requirements. 

Occasionally the Veterans’ Administration appraisals for loan pur- 
poses would be mentioned at a settlement conference. This usually 
occurred when their valuations were higher than the FHA priority 
ceiling and the builder alleged he based his higher sales price on the 
VA appraisal. This problem became more troublesome when the 
appraisal for loan purposes was made by FHA. While there was a 
reason for the difference between the priority ceiling price and 
appraisal value for loan purposes, it was sometimes difficult for the 
builder to grasp the differences in the method of processing the two 
types of action. He felt that a sale at the value determined for FHA 
loan guaranty purposes was proper notwithstanding the fact that the 
value might be in excess of a maximum sales price initially approved 
by FHA on his priorities application. 


STATISTICS 


From the inception of the program through March 25, 1951, when 
most of the work was completed, the aggregate refunds to purchasers, 
through court action and voluntary refunds, amounted to approxi- 
mately $2,532,648. In May of 1952 there were 78 cases pending in 
the Department of Justice. 
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In the Washington metropolitan area from November 1948 through 
January 1950 (the period of highest activity) settlements were ob- 
tained, without court action in 82 cases involving 1,435 units. Recov- 
eries amounted to $81,856.76. In the same period 60 cases involving 
approximately 1,056 units were referred for court action. 

ttached are several brief summaries of some of the cases handled 
in the Washington metropolitan area. 


SUMMARIES FRANCIS DEREMER, 2125 RHODE ISLAND AVENUE, WASHINGTON, D. C. 


This investigation concerned a group of homes constructed in Michigan Park 
Hills, Prince Georges County, Md., under Priority Regulation 33. The builder’s 
application was approved by the Federal Housing Administration on April 13, 
1946. On March 17, 1947, the FHA approved the builder's request for an increase 
in the maximum sales price from $10,000 to $11,500. 

The inquiry established that some of the homes, which were all located on 
Jefferson Street, had been sold at $100 and $150 over the ceiling price. In 
addition, other departures were noted from the approved construction standards. 
There were omissions of rear stoops, basement windows, steel columns, and 
footings and substitutions involving an undersized front porch, a deficient amount 
of insulation, deficient amount of brick in the exterior walls, etc. 

It was impossible to reach a voluntary settlement with the builder and the 
case was referred to the United States Attorney for the District of Columbia on 
April 14, 1949. In November 1950 the case came on for trial at which time the 
defendant offered a settlement of $4,200. This offer was acceptable to the De- 
partment of Justice and was distributed among 12 home owners. 


Shapol Properties, Inc.: Dan Pollin, 939 Longfellow Street NW., Leon Shainis, 
4802 E Street SE., Washington, D. C. 


This investigation, under Priority Regulation 33, involved homes covered by 
four Federal Housing administrative authorizations as follows: 





Location of project Date of FHA Original and final | Date of final 











approval maximum sales price | approval 
eee Warts Oe. Bibs oo et se Mar. 19, 1946 | $9,800 to $10,480._...__| June 3, 1946 


40th St. and Fort Davis SE_. 


E St. SE- 
EE WG Mas 50. tea one dha wage aes 


Apr. 26, 1946 | $9,250 to $10,650.______ | Oct. 22, 1946 
May 2, 1946 | $10,000 to $10,680._____| June 7, 1946 
July 16, 1946 | $8,550 to $10,650..__.__| Apr. 12, 1947 






On inspection it was found that plasterboard had been substituted for lath 
and plaster, inferior linoleum was installed; omissions consisted of basement 
exits, screens, kitchen-wall cabinets, closets, etc. 

As a result of negotiations with the builder and his attorneys, $9,592.50 was 
refunded to 65 purchasers. 


Boswell Miller Construction Co., Hyattsville, Md. 


This investigation was concerned with three authorizations approved by the 
Federal Housing Administration under Priority Regulation 33, and one project 
under Housing Expediter Priority Regulation 5. The dwellings were built on 
Thirtieth Avenue, Jamestown Road, Lancer Drive, and Lancer Place, Hyattsville, 
Md. 

The inquiry revealed that basement waterproofing was inadequate. The 
builder entered into contracts to correct the condition and to furnish mainte- 
nance for approximately 10 months. The cost of correction was estimated at 
$13,400. Sixty-seven home owners benefited by this voluntary settlement. 


B. & G. Construction Co., 5804 Beach Drive, Bethesda, Md. 


The officers of the above firm were Myer Grodsky, president; Charles S. 
Howard, secretary-treasurer ; and Morris Bildman, former secretary. 

The investigation was concerned with a group of homes located on Volta Road, 
Bladensburg, Md. The application for priorities assistance was approved by 
the Federal Housing Administration on March 27, 1946. An increase in the 
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maximum sales price was approved, after the receipt of amended plans, from 
$8,950 to $9,900 on November 1, 1946. 

It was discovered that each owner had been overcharged $190. In addition, 
omission of such items as screen doors and windows, landscaping, and window 
ealking were found. The builder constructed smaller porches than those re- 
quired by the plans, used 4-inch plywood for sheathing in lieu of 1- by 6-inch 
lumber and furnished insufficient insulation, etc. The total valuation for all 
defects as established by the Federal Housing Administration was $9,700. 

It was impossible to reach a voluntary settlement with the builder because 
of the alleged financial condition of the corporation. The case was referred to 
the United States attorney at Baltimore, Md., May 18, 1950, and suit was filed. 

On July 10, 1951, a stipulation for dismissal with prejudice was entered after 
refunds were received in the amount of $125 for each of 16 purchasers. The 
total settlement amounted to $2,000. 

Indian Spring Village, Inc. 

This investigation, which was completed January 3, 1949, involved Priority 
Regulation 33. 

The building firm, Indian Spring Village, Inc., operated in Montgomery County, 
Md., at 221 Williamsburg Drive, Silver Spring. A. H. Ryan was president and 
Neale W. Lutes was secretary-treasurer. 

The project was covered by the builder application for priority ratings, 
CPA 4886, submitted to FHA February 15, 1946. The original application 
covered 53 five-room homes but was subsequently modified by the builder to cover 
only 31 homes. Twenty-nine homes were actually built. Of these, however, 
six were owned by second purchasers who acquired title in 1948 or 1949 after 
the revocation of previously existing priority regulations. 

The 23 homes actually inspected were in section 2 of Indian Spring Village 
and were located on Big Rock Road, Woodburn Road, Williamsburg Drive, and 
Brookmoor Drive. 

The original maximum sales price approved by the FHA was $9,500; this was 
subsequently amended on application of the builder as follows: April 15, 1946, 
to $10,000 ; August 16, 1946, to $11,500. 

The major omission was a covered side porch and the substitution of speed 
tile for face brick on the exterior walls. There were several other items of 
omission and substitution which were waived in order to secure a voluntary 
refund for the owners. 

At the settlement conferences which were held with a Mr. Briggs, of the subject 
firm, and his attorneys, the main defense raised was that the Veterans’ Adminis- 
tration appraiser (for loan purposes only) had appraised the house at a higher 
figure than the FHA ceiling price. This allegedly occurred after a physical 
inspection of the completed home without side porch. It was also contended that 
the builder's file plans had the porch crossed out and that his architect had 
inadvertently submitted the plans to FHA without making the same correction. 

When discussing the speed-tile item the builder stated that he had been 
unable to secure regular face brick in the tight market that existed at the time. 

Eventually a voluntary compromise offer of refund was reached. The builder 
settled the owners’ claims for $8,625 or for $375 per dwelling. The case was 
closed April 20, 1949. 


M. T. Broyhill Co., Ine., Leeway Heights project, Arlington, Va. 


The investigation disclosed 24 homes built under an FHA authorization 
granted under PR-83 and 87 homes built under HEPR-5. Our investigation 
included many items on which proof of liability was doubtful. The total pos- 
sible claim amounted to $52,118.30. The main file has been transmitted to the 
Justice Department. We therefore do not have all of the facts relating to nego- 
tiations with the builder. 

The original investigation covered all items on which it was thought that lia- 
bility might be established. Many of these items were of a controversial nature 
in that ambiguities existed in the documents filed by the builder with the Federal 
Housing Administration. The claim was made all-inclusive in order that a 
final decision on each item could be left with the court and would be governed by 
the testimony of employees of the Federal Housing Administration. 

As an example of one of the items mentioned above, the application filed by 
the builder in the space designated for “Range,” typed in the wording “Allow- 





eS 6h hcVColUC Uw 


- 


os! 


™—’ > = 


aorta " | oF 


Qm. 


VETERANS’ LOAN GUARANTY PROGRAM 95 


ance $50.” This wording could be interpreted as requiring a range valued at 
$50 or as effecting a reduction of the sales price if the range was not furnished. 
The computation by FHA used to determine the maximum sales price did not 
include the cost of the range. The plans, however, required the installation 
of a range. This posed a question of whether the builder was obligated to 
furnish a range when he sold at the maximum sales price and made no allow- 
ance to the purchaser for the omission. 

Some typical omissions developed by the investigation were insufficient bath- 
room tile, interior and exterior paint, insulation, shutters, rear stoop, drive- 
way, basement lavatory, etc. Typical substitutions were inferior bathtubs, 
linoleum, flooring, parging foundation walls, interior walls, ete. 

The total amount of liability, based on valuations furnished by FHA amounted 
to $52,118.30. We understand, however, that the suit filed in Federal court 
in the past few weeks is for approximately $16,000. The lower figure probably 
arises from eliminating houses sold after June 30, 1947, in accordance with a 
recent Supreme Court decision and also from the elimination of certain items 
of a controversial nature which would be difficult to prove. 


Maurice I. Schlein and Rose Schlein, d/b/a Federal Construction Co., 915 New 
York Avenue NW., Washington, D. C. 

R. B. Ferris, agent for the above firm, filed an application for priority assistance 
with the Federal Housing Administration which was approved March 19, 1946. 
The application covered the construction of dwellings in Brentwood, Md., under 
Priority Regulation 33. Four dwellings had a maximum ceiling price of $9,900 
approved by FHA as of December 18, 1946; the remainder had ceilings of $10,000 
approved by the FHA as of March 20, 1947. The former dwellings were sold for 
$100 over the approved maximum sales price. The sales prices on the remainder 
did not exceed the ceiling price. 

The investigation, in addition, developed omissions of refrigerators, window 
and door screens, weather stripping, attic flooring, ceiling insulation, etc. 

At the settlement conference the builder contended that the cost of street 
paving (a cost that had already been allowed in establishing the FHA maximum 
sales price) should be offset against the FHA values established for the omissions 
and substitutions. When this defense was disallowed a voluntary settlement was 
refused. The case was referred to the United States Attorney for the District of 
Columbia and suit was filed May 25, 1948. A compromise settlement was reached 
before judgment on about November 22, 1949, whereby refunds totaling approxi- 
mately $13,900 were received by 28 purchasers. 

The homes involved were located on Pine Street, Allison Street and Thirty- 
eighth Place. 


Aldon Construction Co. (Alvin I. Brown), 1129 Vermont Avenue NW., Wash- 
ington, D. C. 

This investigation concerned a group of homes constructed on blocks P, Q, R, 
and N, Carole Highlands, Prince Georges County, Md. The construction was ap- 
proved for priority ratings, under Priority Regulation 33, by the Federal Housing 
Administration on June 4, 1946. On November 20, 1946, the FHA approved an 
increase in the maximum sales price from $10,000 to $10,650. 

The inquiry which was completed on December 22, 1948, revealed several 
omissions and substitutions. The most serious of these involved leaking founda- 
tion walls and damp basements. 

As a result of settlement conferences on the various items, including the base- 
ment, the builder voluntarily refunded $200 to each owner and also entered a 
contract valued at $350 per home which guaranteed dry basements for all homes 
for a period of 1 year. The total value of the recovery for 43 homes was $23,650. 


INVESTIGATION OF LoaN GuaRANTYy ACTIVITIES IN THE WasHINGTON 
D. C., Merropotiran AREA 


USE OF FEE APPRAISERS AND FEE COMPLIANCE INSPECTORS 


The investigation of this committee of loan guaranty activities in 
the Veterans’ Administration regional office, Washington, D. C., 
covered a period of approximately 5 months, beginning about April 
1, 1952. Committee investigators received complaints concerning 
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favoritism in the assignment of fee appraisers and fee compliance in- 
spectors. A study was made of the records of the regional office per- 
taining to assignments of fee appraisers and fee inspectors. 

On April 4, 1952, the records of the regional office showed that there 
were 20 active fee appraisers and 2 active combination fee appraisers 
and fee inspectors. There were personnel folders in the Loan Guaran- 
ty Division for 52 inactive appraisers, 28 of them being listed as hav- 
ing been approved for appraisals in the District of Columbia, 13 for 
appraisals in Maryland, and 11 for appraisals in Virginia. The com- 
mittee found that three appraisers had been removed for cause, three 
appraisers had resigned, and two appraisers had died. There was 
nothing in the personnel folders for the other 44 “inactive” fee ap- 
praisers disclosing that they had resigned or that they had been re- 
moved from the approved list. Some of these inactive fee appraisers 
complained to the committee that they would welcome fee appraisal 
work from the Veterans’ Administration but that they were receiv- 
ing no assignments or very few assignments and that the bulk of as- 
signments appeared to be going to a favored few. No satisfactory ex- 
planation was secured from the loan guaranty officer or his assistants 
as to why this large number of fee appraisers were retained in the in- 
active list and were not considered in assignments. 

A study of the files for compliance inspectors showed that there 
were nine active compliance inspectors and two active combination ap- 
praisers and inspectors available for assignments on April 1, 1952. 

In October 1951, representatives of the Loan Guaranty Service of 
the central office of the Veterans’ Administration administered a writ- 
ten examination to approximately 20 compliance inspectors. The ex- 
amination was based on the contents of the minimum construction re- 
quirements of the Veterans’ Administration and an examination of 
existing construction with known deficiencies. The examination was 
administered to 20 inspectors. Ten of the inspectors taking the exam- 
ination either failed to make a satisfactory grade or failed to submit 
an examination paper, consequently these persons were removed from 
the active list of compliance inspectors. Several of these persons 
were combination fee appraisers and fee inspectors and continue to be 
active as fee appraisers. 

The committee’s investigators conducted interviews with several 
appraisers and compliance inspectors and their assistants and it was 
determined that several appraisers in the area are following the prac- 
tice of using an assistant in making appraisals and filling out reports 
which are signed by the designated fee appraiser. In one instance, 
the assistant attempted to qualify as a fee appraiser and was dis- 
approved by the Loan Guaranty Division. During the period of the 
investigation, several persons made application for a as either 
compliance inspectors or fee appraisers and were refused approval. 
The application forms of these persons were examined and in one in- 
stance the applicant appeared to have outstanding qualifications; 
however, he was refused approval. He later secured a position with 
the Defense Department in connection with its housing programs at 
a salary equal to or better than that of the loan guaranty officer who 
refused to approve him. 

Representatives of the loan guaranty service of the central office of 
the Veterans’ Administration conducted surveys of the Loan Guar- 
anty Division of the Washington VA office in 1950 and 1951. In 1951 
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the following report was made to the central oflice by a central office 
representative relating to operation of the appraisal section of the 
ashington regional office : 

Another misconception under which this office labors is that the appraisal 
Section was created to obtain housing for the veteran. Therefore, this office has 
attempted to obtain GI housing by acceding to almost every request for in- 
creases in valuation or decreases in the quality of construction. Appeals, so- 
called, are requests by builders, lenders, or brokers, but very frequently by 
buyers for adjustment of reasonable value. The following is a quote from the 
1950 report : 

A bad precedent has been set in being too receptive to these requests and 
too frequent acquiescence with the desires of the appellant. The fact that such 
practices are encouraged and are often fruitful is no doubt generally known 
and it is quite evident that brokers and builders urge buyers to make such 
efforts. It is recommended that appeals no longer be accepted or considered, 
except that in the case of large projects the builder may be permitted to submit, 
by mail, specifications and cost breakdowns for consideration by the cost analyst. 
In those cases where the discrepancy results from inadequacq of specifications 
or changed specifications, the builder and sponsor must be made to realize that 
the fault lies with them and consideration of their problem must take its proper 
place and not be given preference in the order of consideration.” The appraisal 
section was created to protect the veteran from paying too much for the property 
and to see that he got what he contracted to purchase. It is also charged with 
the responsibility of requiring good construction, proper location, and proper 
protection from the elements and from damage resulting from improper land 
planning, grading, etc. They are not real estate agents nor a public-relations 
unit and are not responsible for obtaining housing for veterans, nor maintaining 
pleasant relationships with the building fraternity or its satellites. If the 
builders perform properly and our appraisal unit does likewise, the relationship 
will automatically be pleasant. The 1950 report also again commented upon 
the unusual philosophy of this office by the following sentence: “This office 
should realize that we are under no obligation to the builder, lender or broker, 
but solely to the GI and the taxpayer.” 


Fee appraisers receive their fee from either the veteran purchaser or 
the builder. They receive no direct remuneration from the Veterans’ 
Administration and they are not classified as civil-service personnel. 
The loan guaranty officer of the regional office is authorized to approve 
or disapprove fee appraisers and fee compliance inspectors and may 
remove these persons from the active list on his own initiative. In 
the early days of the program, a panel of fee appraisers was main- 
tained and lending agencies were allowed to select their own appraisers 
from the list. This practice was discontinued several years ago and 
in theory, at least, a rotating system of assignments has been followed, 
supposedly calculated to deal fairly with all the appraisers and com- 

liance inspectors on the active list. A review of the records of the 
Vashington regional office show apparent favoritism between active 
fee appraisers and show that a great many persons have been approved 
as fee appraisers and are available for assignment but have received 
little or no work from the Veterans’ Administration. A review of 
the files of the regional office show evidence of manipulation in that 
certain fee appraisers appear to receive large committee assignments 
which yield a good return to the appraiser for his efforts, while other 
appraisers receive large numbers of individual assignments and must 
do a great deal of work and travel to earn a relatively small amount 
of fees. 

A comparison of cumulative records of fees for the years 1947 
through 1951 shows a wide variation in the amount of income certain 
appraisers received from Veterans’ Administration work. One ap- 
praiser received $57,573 in fees during the 4-year period, another re- 
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ceived $43,518 in fees and another $41,636 in fees. During the same 
period, one appraiser who stated that he desired more assignments 
than he ever received from the Veterans’ Administration received 
$13,546 in fees, while another appraiser whose sole activity is restricted 
to appraisal work received $36,072 in fees. No satisfactory explana- 
tion was received from the loan guaranty officer as to the wide varia- 
tion in amounts of assignments to fee appraisers during the 4-year 
period and no satisfactory explanation was made as to why certain 
appraisers were placed on the inactive list and given no assignments. 
No satisfactory explanation was received as to why certain persons 
apparently well qualified to do appraisal and fee compliance inspec- 
tion work were refused approval during a period in which the loan 
guaranty officer contended that he was short on personnel. 


INADEQUACIES IN THE FEE COMPLIANCE INSPECTION SYSTEM 


A great deal of the difficulties in the operation of the loan-guaranty 
program in the Washington area are directly traceable to an unsatis- 
factory fee compliance inspection system. The committee developed 
evidence that some fee compliance inspectors were filing reports of 
inspection when they did not actually inspect the property. One com- 
pliance inspector was removed for this reason during the period of the 
investigation. In other instances where it was impossible to prove 
that the compliance inspector did not visit the property, it was appar- 
ent that an inspection either was not made or the inspector failed to 
report the most obvious and apparent deficiencies. As a result of an 
inadequate compliance inspection system and certain other failures 
on the part of the loan guaranty division of the regional office of the 
Veterans’ Administration, the office received approximately 900 writ- 
ten complaints from veteran home owners during a 3-month period 
beginning about January 1, 1952. The office was receiving so many 
telephone calls of complaint that the manager found it necessary to 
remove all of the telephones from the loan guaranty division with the 
exception of one and limited incoming calls to certain periods during 
the day. Representatives of the loan-guaranty service of the central 
office of the Veterans’ Administration made the following observa- 
tions concerning complaints received by the regional office : 

The volume of complaints received by this office is tremendous and, in itself, 
constitutes a major problem. Unfortunately, the percentage of these complaints 
which are justified is far greater than is usually experienced. Due to the im- 
proper inspection service, generally ineffectual operation and limited control over 
builders, the causes for complaint are many and various, some serious, some 
annoying, some actual cheating of the purchaser and far too many are justified. 
So many of these complaints are serious in nature that all must be given con- 
sideration, but the present promiscuous handling of these and other calls cannot 
be continued. A possible solution for this difficulty will be presented under the 
recommendations which will be made at the conclusion of this report. 

A review of the report of the survey conducted by representatives of 
the loan guaranty service of the central office of the Veterans’ Adminis- 
tration in October 1951 and a study of the findings of the select com- 
mittee led to the inescapable conclusion that the compliance inspec- 
tion system in the Washington area has been totally inadequate. It 
has lacked proper professional supervision from the loan guaranty 
civision of the Washington regional office and there are serious indica- 
tions that there was a lack of desire on the part of certain officials of 
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the loan guaranty division of the Washington regional office to en- 
force the minimum requirements and regulations of the Veterans’ 
Administration. 


INADEQUACIES IN THE OPERATION OF THE APPRAISAL SECTION 


The loan guaranty division of the Washington regional office has 
had available a large number of well qualified fee appraisers. The 
appraisal section has failed to utilize the services of these fee apprais- 
ers in an impartial manner; however, most of the deficiencies in the 
operation of the appraisal section are directly traceable to staff per- 
sonnel in the loan guaranty division, rather than failure on the part 
of fee appraisers. It is apparent that had the appraisal section fol- 
lowed the guidance of qualified fee appraisers that there would have 
been a much more conservative pricing pattern in the metropolitan 
area of Washington. Generally, committees of fee appraisers were 
reasonably conservative in establishing the reasonable value of pro- 
posed construction; however, in almost every instance where the 
builder appealed their decision to the staff personnel of the regional 
office the staff of the appraisal section granted price increases in excess 
of the price recommended by the committee of fee appraisers. During 
its review of a large number of files on some of the larger projects in 
the Washington metropolitan area, committee investigators failed to 
find one instance where a builder had been refused a price increase. 
There were one or two instances where the builder was initially refused 
but on his insistance he later received the price increase. This situa- 
tion is extremely significant, since the granting of price increases by 
staff personnel in the appraisal section has the effect of substituting 
the judgment of a member of the appraisal section for that of a com- 
mittee of qualified fee appraisers and may represent a tremendous 
concession to the builder. 

It must be realized that the real estate market in the Washington 
metropolitan area during the past few years has been a sellers’ market 
and that it was possible to sell almost any dwelling available for oc- 
cupancy at a price in excess of its actual value because of the critical 
housing condition in the area. In view of this condition, it must be 
recognized that action by staff employees of the appraisal section to 
grant a $500 increase in price per unit on a project consisting of 300 
units represents an unjustified concession of $150,000 to the builder and 
thus permits the builder to make charges of prospective veteran home 
owners in excess of the actual reasonable value of the property. Rep- 
resentatives of the loan guaranty service of the Veterans’ Administra- 
tion central office made the following comments concerning the at- 
titude of the regional office in granting price increases: 


The previous report regarding this office devoted considerable space to the 
above-mentioned appeal system. This appeal system still continues and has 
reached new heights and has now acquired pernicious additions. The manner 
in which builders are informed of the reasonable value which is to be assigned 
to their projects is practically an invitation for them to appeal that valuation. 
Almost without exception they do appeal and practically never is the appeal 
denied. There are also instances when, after repeated appeals, the office can 
find no possible reason for increasing costs or land values, members of the 
loan guaranty staff then suggest that the veteran purchasers write letters of 
appeal asking for increases to meet the builders’ demands. * * * Having ob- 
tained such letters from the veterans, the increases are granted as administrative 
increases. The same procedure is followed regarding variations from minimum 
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construction requirements and approval of deviations and substitutions. * * * 
Deviations, substitutions and changes in specifications in many cases are ap- 
proved irrespective of the fact that a veteran purchaser is in the picture and 
that our regulations require that he consent to these deviations, substitutions 
and variations before we will consider them. Pursuing this appeals system con- 
sumes a major portion of the time of the technical personnel of this section. A 
record has been made of one project on which the file was handled 37 times as a 
result of builders’ appeals for increses or changes in specifications or requests of a 
similar nature. Upon mentioning this to the chief appraiser, he said that this 
was not unusual, that he was quite sure there were files that had been handled 
as many as 75 times for the same purpose. 


Veterans’ Administration regulations contemplate that the ap- 
praisal section will maintain a cost estimate and construction analy- 
sis activity which is designed to complement the fee appraisal and 
fee compliance inspection system. This section is expected to be alert 
to elements of bad design and architectural failure. It should also be 
utilized to evaluate the effect of deviations and substitutions in order 
that certificates of reasonable value might be adjusted when changes 
are approved. In the event a builder has a bona fide appeal from the 
findings of the committee of fee appraisers, this section is expected 
to review the figures of the builders to determine whether his appeal 
is justified. In reviewing the files of the Washington regional office, 
the committee found that builders were not required to submit justify- 
ing figures supporting their requests for price increases in accordance 
with Veterans’ Administration regulations. In most instances there 
was no justification to be found in the file for price increases. In 
those cases where some justification was found, it was totally inade- 
quate and many times conflicted with other data in the file. The com- 
mittee obtained evidence of willful manipulation of figures in favor of 
certain builders. This matter is currently being investigated. Rep- 
resentatives of the loan guaranty service of central office of the Vet- 
erans’ Administration made the following comments concerning the 


cost estimating and construction analysis activities of the regional 
office : 


The cost estimating and construction analysis and inspection responsibilities 
of this office were almost completely demoralized. None had been properly ad- 
ministered, none furnished the required protection for the veteran purchaser ; 
and, in common with most of the other activifies of the office, all apparently 
operated for the benefit of builders, lenders, or brokers. The deficiencies of this 
operation will be discussed in detail later. The first duty of the Construction 
Analysis Unit is to analyze plans and specifications for compliance, adequacy, etc. 
This responsibility appears to have been ignored completely. The second func- 
tion is to estimate the cost of construction. This is now being done by use 
of Cost Data Handbook and locally determined cost index. Costs apparently 
are not analyzed prior to issuance of the Form 1843; and, as has been mentioned 
before, the approach to cost was not factual. The cost index has not been prop- 
erly established and has been improperly applied. Good business judgment and 
common sense were not exercised at this point. The third and most important 
function of this Unit is the supervision of the compliance inspections and the 
inspection of construction. This office failed miserably in this respect. All of 
the above allegations will be enlarged upon, and our conclusions will be ex- 
panded upon in a later, more detailed report. At this time, it is deemed suf- 
ficient to mention that analysis of the cost index in this office has indicated that 
it should be reduced from 112 to 107. It might also be mentioned at this point 
that included in these cost estimates were items which consistently exceeded 
the builder’s own claims of the cost to him. A number of these items were of 
such type that the builder knew exactly what the amounts were. Typical of 
such items are architects’ fees, which our office estimated at extravagantly 
high figures, and financing costs, which our office estimated at figures sometimes 
exceeding those which the builder actually paid by as much as 50 percent. In 
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support of the contention that the inspection service had completely broken 
down is the statement made by the present senior construction analyst to the 
effect that, of the 10,000 buildings now under construction in this area subject 
to Veterans’ Administration compliance inspections, none comply with mini- 
mum construction requirements. Regarding plans and specifications, the con- 
struction analyst made the statement that practically none of the plans and 
specifications submitted to this office were proper and that it was impossible to 
even make proper cost breakdowns from the usual submissions. He further 
stated that plot plans, contour maps, etc., were inadequate and that in many 
instances the building finally constructed and delivered to the veteran bore 
little resemblance to that contemplated when the estimate of value was de- 
termined. 


Approximately 42,000 housing units have been constructed under 
the Veterans’ Administration loan-guaranty program in the Wash- 
ington metropolitan area since the passage of the Servicemen’s Read- 
justment Act of 1944. It is apparent that this large quantity of con- 
struction has dominated the real-estate market in this area, since 
houses financed under the veterans’ loan-guaranty program represent 
a large portion of construction in the Washington area during the 
past few years. A review of the files of the Loan Guaranty Division 
of the Veterans’ Administration regional office leads to the inescapable 
conclusion that the appraisal policies of the Loan Guaranty Division 
have been a major contributing factor to the inflationary trend of 
real estate in the Washington metropolitan area. It is estimated that 
approximately 10 to 15 percent of current real-estate costs, particu- 
larly in the low-priced and middle-priced fields, is the direct result 
of the failure of the Loan Guaranty Division of the Washington 
fegionel office to properly carry out its function of setting reasonable 
values on real estate purchased by veterans under the veterans’ loan- 
guaranty program. During the survey conducted by representatives 
of the Loan Guaranty Service of the central office of the Veterans’ 
Administration in 1950, it was concluded that Veterans’ Administra- 
tion operations in the Washington metropolitan area had had an 
elevating intluence on values. In October 1951, representatives of 
the central office of the Veterans’ Administration again called atten- 
tion to incontrovertible evidence that the activities of the Loan Guar- 
anty Division of the local office were continuing to create an undesir- 
able inflationary trend in local real-estate prices. 

The committee has arrived at the conclusion that a combination of 
inefficiency, deliberate favoritism, and misconception of the basic func- 
tion of the Loan Guaranty Division has resulted in the loss of millions 
of dollars by veteran-purchasers in the Washington metropolitan area. 
The only reasonable conclusion that can be substantiated after exam- 
ining the operation of the Loan Guaranty Division of the Washington 
regional office is that the loan-guaranty officials of the local office con- 
ceived the veterans’ loan-guaranty program to be a builders’ program, 
rather than a veterans’ program, and operated on the assumption that 
the builder must be pacified at all costs, without regard to the effect of 
their action on the home-owner veteran. These matters are considered 
to be of extremely serious consequence in view of certain implications 
of favoritism and manipulation and must be considered in light of 
the findings of the Loan Guaranty Service of the Veterans’ Admin- 
istration central office as a result of their surveys in 1950 and 1951. 

The loan-guaranty officer of the Washington regional office has 
stated that these conditions are a result of inadequate personnel and 
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that his office has been understaffed in view of its workload. The 
committee agrees that there are certain fundamental inadequacies in 
the personnel organization of the Loan Guaranty Service, and par- 
ticularly the Loan Guaranty Division of regional offices. However, 
the record indicates that the Washington regional office was not oper- 
ating under a handicap as compared to other regional offices; there- 
fore, it finds the excuse of inadequate perenne unacceptable as an 
explanation for many of the serious deficiencies which have come to 
light. In view of the broad implications of the failure of the Loan 
Guaranty Division of the Washington regional office to carry out its 
obligation as outlined in the Veterans’ Administration regulations, 
the committee recommends that the Administrator of Veterans’ Af- 
fairs replace the loan-guaranty officer and other key officials in the 
Loan Guaranty Division of the Washington regional office; immedi- 
ately proceed to reorganize the Loan Guaranty Division in accordance 
with Veterans’ Administration policy and regulations. 


SUMMARY OF INVESTIGATION OF TEMPLETON KNOLLS SUBDIVISION, 
EAST RIVERDALE, MD. 


The Templeton Knolls subdivision consists of 300 two-story semi- 
detached dwellings with brick and cinder-block exterior walls, frame 
interiors, and pitched roof with asphalt shingles. A large number of 
home-owner veterans in Templeton Knolls filed written complaints 
with this committee. The major complaints may be summarized as 
follows: 

1. A poor grade of hardwood flooring which contained knots, knot 
holes, and in some cases loose slivers, had been installed in some houses. 

2. Some crawl-space houses not properly insulated under the first 
floor. 

3. Unsatisfactory heating systems resulting in uneven distribution 
of heat and excessive heating bills. 

4. Substitution of pine stair treads for oak treads on the main stair 
in the living room. 

5. Excess vibration from washing machines installed in the kitchen. 

6. Wet basements and wet crawl spaces. 

7. Failure of builder to provide screens for basement windows. 

8. Erosion problems due to poor and incomplete grading and sod- 
ding. 

A complete study of the plans and specifications, the Veterans’ Ad- 
ministration committee file, and an inspection of the project verified 
the presence of most of the major complaints made by home owners 
and in addition developed certain irregularities of which the home- 
owner veterans were not aware. 

Some of the major deficiencies resulted from poor workmanship and 
poor construction. Others resulted from improper planning and 
engineering, while other deficiencies were the result of deviations 
authorized by the Washington Veterans’ Administration regional 
office. Outlined below are some of the unwarranted deviations author- 
ized by the Veterans’ Administration. In each instance these devia- 
tions developed an unsatisfactory condition in the veteran’s home, 
lowered the value of the veteran’s property, and accumulated an ad- 
vantage to the builder ; yet, in no instance did the Veterans’ Adminis- 
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tration make an adjustment in the reasonable value of the property at 
the time of the deviation. 

1. The original specifications required clear-grade oak flooring in 
all living rooms, bedrooms, and closets. The Veterans’ Administration 
authorized a substitution of “a good grade of beech flooring in heu of 
oak flooring shown in the specifications.” In a later letter, the Veter- 
ans’ Administration also authorized the substitution of No. 2 common 
oak flooring for clear oak flooring originally specified. No reduction 
was made in the reasorable value of these houses as a result of this devi- 
ation. The deviation resulted in a benefit of approximately $100 per 
unit to the builder. The Veterans’ Administration specified “a good 
grade of beech” in authorizing the deviation. An inspection of some 
of the houses in the project revealed that the builder installed a very 
poor grade of beech. Some of these floors had knot holes, cracks, 
slivers, and splinters, and were largely made up of unmatched short 
yieces. No reasonable explanation has been advanced as to why the 

eterans’ Administration compliance inspector passed these floors 
for final approval. 

2. The original specifications filed with the Veterans’ Administra- 
tion on which the Veterans’ Administration established the reasonable 
value required insulation on the underside of the first floors in crawl- 
space houses. The Veterans’ Administration authorized the builder 
to substitute felt on earth, which was to act as a vapor shield. The 
Veterans’ Administration specified the use of a 55-pound roofing felt. 
Since most of the crawl-space houses in the project have a space of 
from 4 to 6 feet under the house, it is very doubtful that approval of 
such a substitution was justified. The builder failed to comply with 
the specifications of the substitution. Investigations by the committee 
disclosed that some houses had no roofing felt laid on the ground. In 
other cases a light paper, approximately 15-pound weight, was used. 
This paper had completely deteriorated after a few months and was 
serving no purpose whatever. At a later date the Veterans’ Admin- 
istration te authorization for the substitution and required 
the builder to continue to insulate under the first floor of crawl-space 
houses. It is estimated that this substitution saved the builder ap- 
proximately $45 per dwelling. However, no reduction was made in 
the reasonable value established by the Veterans’ Administration. 

3. The original specifications filed by the builder required a furnace 
with a 75,000-B. t. u. output. The builder requested permission from 
the Veterans’ Administration to substitute a furnace with a 60,000- 
B. t. u. output. The substitution was approved by the Veterans’ 
Administration. The substitution saved the builder approximately 
$50 per unit. However, no adjustment was made in the reasonable 
value of the property. The file indicated that the builder did not 
file a heating lay-out with his original plans and specifications, but 
later filed a copes lay-out which was subsequently revised. Later 
inspections have revealed that the heating-duct lay-out was not in- 
stalled in accordance with specifications on file in the Veterans’ 
Administration. Many veterans in the project complained of a poor 
heating system and excess heating bill. 

4, The original specifications called for oak stair treads for the 
living-room stairs. The builder requested permission to substitute 
pine treads for oak and at the same time asked permission to install 
a metal stair rail in lieu of the wood rail required by the original 
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specifications. The Veterans’ Administration authorized the substi- 
tution of pine treads for oak and authorized installation of the metal 
rail. Inspections disclosed that the metal rail was very poorly in- 
stalled. Bead of the pine treads installed were of very poor quality 
with large unsightly Sonts: These substitutions did not involve a 
large saving for the builder; however, they do seriously affect the 
appearance of the living room. 

5. In the certificate of reasonable value, the Veterans’ Adminis- 
tration established the following values for equipment : 
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The committee investigated numerous instances where veterans fur- 
nished their own equipment and were not given the full credit allowed 
by the Veterans’ Administration. This device permitted the builder 
to make an excess profit at the expense of the veterans who furnished 
their own equipment. Installation of the washing machine in the 
kitchen was unsatisfactory. Many home owners found it necessary 
to shore up the floor joists in the crawl space or basement or have 
the washing machine moved to the basement. Despite the fact that 
the builder was aware of the fact that the washer did not operate 
satisfactorily in the kitchen, he continued to install the same washer 
with no corrections. 

6. A serious problem existed throughout the project with wet and 
damp basement and wet crawl spaces. The builder contended that 
the waterproofing subcontractor failed to do his job properly and 
that he was seeking recourse against the waterproofing subcontractor. 
The builder stated that he would take action to correct the wet base- 
ments throughout the project. Many of the crawl spaces in the project 
are from 4 to 6 feet in depth. Water collects in the crawl space and 
in an effort to remove the water from the crawl spaces the builder broke 
holes in the sewer in several instances and left them open to drain the 
crawl space. This is a flagrant violation of plumbing regulations. 

7. The Veterans’ Administration file and the contract between the 
purchaser and the seller clearly indicate that screens should be pro- 
vided for the basement windows. Screens have not been provided for 
the basement windows and the builder has indicated a reluctance to 
comply with his obligation to furnish screens. 

8. A serious condition exists in certain parts of the project as a result 
of poor engineering, improper grading, and sodding. Erosion is very 
serious in certain parts of the project. In spite of the rolling terrain 
which tends to create an erosion condition, the builder requested to be 
allowed to deviate from the original specifications which required that 
he sod 20 feet behind each house and that a change be authorized allow- 
ing him to sod to a depth of 10 feet in the rear of each house. After 
considerable controversy and confusion on the subject, the Veterans’ 
Administration granted a request for substitution with the following 
condition : “It is understood, however, that all terraces and excessive 
slopes will be sodded.” Inspection of the project reveals that the 
builder has not complied with the condition established by the Vet- 
erans’ Administration and apparently the Veterans’ Administration 
had no disposition to require him to comply. The builder was not 
bound by any specification whatsoever for seeding and was not doing 
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a satisfactory seeding job at the time of inspection. Adequate topsoil 
was not furnished and the builder was assuming no obligation to secure 
a good stand of grass. It is apparent that the deviation authorized by 
the Veterans’ Administration resulted in a considerable saving to the 
builder. 

9. The Veterans’ Administration approved a substitution in the 
framing plan, allowing the substitution of 2 x 10’s for 2 x 12’s which 
was originally specified. No corresponding reduction was made in the 
certificate of reasonable value as a result of this deviation. A number 
of violations of minimum construction requirements were observed in 
the framing operation. 

In examining the files of the veteran purchasers in Templeton Knolls 
it was discovered that the compliance inspector noted some of the 
irregularities outlined above aiid certain other irregularities peculiar 
to the specific house in his final inspection report. It was found that 
an official of the regional office had marked through the noncompliance 
items and indicated that they would be waived. The regional office 
failed to justify its action in waiving these noncompliances. 

The deviations and substitutions authorized by the Veterans’ Ad- 
ministration accumulated approximately $500 advantage per unit to 
the builder. In addition to the deviations and substitutions authorized 
by the Veterans’ Administration, the builder accumulated an addi- 
tional advantage by failing to insure satisfactory workmanship and 
interior finish. During the same periods of time that the Veterans’ 
Administration was authorizing deviations and substitutions favoring 
the builder, the regional office approved the following series of price 
increases : 


Amount 
May 22, 1950: Original appraisal of Uses Jou GBS 
August 28, 1950: Increase authorized to (additional $250 for corner lots)_ 10,500 
March 12, 1951: Basic house without basement increased to ($250 for 


a ra erence scapes tren eeesomnernt 11, 350 
August 2, 1951: Basic house without basement increased to ($250 for 
Connie Te ee See au Sea et Erte part t 12, 500 


In addition to the increases outlined above, on the basic house, the 
following increases were granted on basement: 


Amount 
September 27, 1950: Price for basement set by committee appraisers at___._ $750 
October 25, 1950: Increased by VA Appraisal Section to__._-..__-_-__---__- 900 
December 4, 1950: Increased by VA Appraisal Section to__-_-___-__-_______ 1, 200 
August 2, 1951: Increased by VA Appraisal Section to__-_.-_--__-__-____- 1, 500 


A study of the price increase pattern in Templeton Knolls indicates 
that the price of the basic house was increased during a 15-month 
period by $2,500 and the price of the basement was doubled over an 
11-month period or increased from $750 to $1,500. The Veterans’ Ad- 
ministration granted a 25 percent pees increase on the basic house and 
100 percent price increase on the basement during a period in which 
the price index advanced approximately 11 percent. The file of the 
Veterans’ Administration does not have adequate justification for 
these price increases. In most instances the only justification appear- 
ing is a hand-written note initialed by an official of the Appraisal 
Section. 

Following the investigation and hearings by this committee, the 
Central Office of the Veterans’ Administration caused a complete sur- 
vey of the project to be made and suspended further financing on all 
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noncompleted units. This committee expects the Central Office of 
the Veterans’ Administration to invoke the provisions of Public Law 
550 and refuse to further finance uncompleted units in this project or 
other projects contemplated by the builder of Templeton Knolls if 


adequate steps are not taken to correct the deficiencies existing in Tem- 
pleton Knolls. 


SUMMARY OF INVESTIGATION OF ROXBORO SUBDIVISION, ROCKVILLE, MD. 


Roxboro Homes, Rockville, Md., consists of approximately 60 frame 
houses with asbestos shingle siding and asphalt shingle roofs. The 
inquiry of this committee related to the first 20 homes constructed in 
the project. The first plans and specifications submitted by the 
builder to the Veterans’ Administration for the purpose of securing an 
appraisal were very inadequate. The builder constructed a model 
home which was shown to prospective veteran purchaser at the time 
of the sale. With one or two minor exceptions, the model home was 
constructed in accordance with the plans and specifications filed with 
the Veterans’ Administration for the purpose of securing a certificate 
of reasonable value. Veteran purchasers testified before the commit- 
tee to the effect that they examined the model home in the company of 
a salesman and in some instances in the company of the builder. Vet- 
eran purchasers specifically stated that it was represented to them 
that they would receive a home like the model home and that the only 
exception discussed related to the location of the furnace and the type 
of water heater. The file of the Veterans’ Administration contains 
the plans and specifications on which the model home was constructed ; 
however, the file does not contain subsequent amendments to these 
plans and specifications. A letter in the Veterans’ Administration file 
indicates that some sort of amendments were filed with the Veterans’ 
Administration by the builder and that a letter of acknowledgement 
was written. A copy of these plans and specifications could not be 
found in the file. The builder contends that after completing the 
model home that he filed plans and specifications with the Veterans’ 
Administration which included a number of substitutions and changes 
from the original plans which were used for the model house. A copy 
of the plans and specifications which the builder allegedly filed with 
the Veterans’ Administration was furnished the committee by the 
builder. Examination of these specifications indicate that the Vet- 
erans’ Administration should not have accepted these specifications, 
since some sections were blank and in other sections, particularly 
those where a question has arisen, an alternate was permitted ; there- 
fore, the specifications were, in fact, not specifications at all since they 
permitted an alternate procedure. Regardless of the merits of the 
builder’s contention that he filed amended specifications with the Vet- 
erans’ Administration, one of two unsatisfactory circumstances oc- 
curred in this case. 

1. The builder secured an evaluation based on a set of plans and 
specifications filed with the Veterans’ Administration, then built a 
model house in accordance with those plans and specifications. This 
model house was shown to veteran purchasers as the house which they 
would receive, yet the builder proceeded to make a number of major 
modifications and deviations and deliver to veteran purchasers a house 
which was not identical to the model house; or 
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If the builder did file an amended set of plans and specifications 
with the Veterans’ Administration as he contends, the Veterans’ Ad- 
ministration was derelict in accepting the amended specifications 
submitted by the builder, since they were inadequate in detail and if 
such amended specifics tions were accepted by the Veterans’ Admin- 
istration an adjustment in the aie value of the houses should 
have been made, since the deviations suggested by the amended plans 
and specifications would result in a reduction in value of approxi- 
mately $400 less than the house described in the original plans and 
specifications. 

A study of the plans and specifications on file in the Veterans’ Ad- 
ministration and inspection of the original group of approximately 20 
houses disclosed the following rariation from the specifications on 
file with the Veterans’ Administration, the model house which was 
displayed to veteran purchasers, or from Veterans’ Administration 
a construction requirements : 

. The chimney flashing is specified as copper. Tin was used in 
pa instances. 

2. Exterior painting does not appear to be a three-coat job and one 
gable facia board is half light blue and half dark blue. 

3. The specifications call for subfloor in attics, but they were not 
completely covered. 

4. Specifications call for select oak or No. 1 common finished floor in 
the living rooms, hall, and bedrooms, including the second floor bed- 
room. The second floor bedroom in the sample house had an oak floor 
and the purchasers expected the same. Instead the finished floor of 
the second floor bedroom in all houses inspected was of No. 2 common 
1 x 4 matched pine similar to subflooring, representing a saving of 
about $65 per house for the builder. 

5. Specifications call for acid treatment on galvanized gutters and 
downspouts before painting two coats. Apparently this was not done, 
since paint is peeling in some instances. 

6. The interior painting specification does not give the number of 
coats. An inspection revealed a poor interior paint job with only a 
prime coat on much of the woodwork. It is estimated that the builder 
saved approximately $75 per house due to this poor interior painting 
job. 

7. The interior doors and trim are poorly fitted. Panels in the 
doors are quite badly checked or cracked either due to green lumber 
or to being poorly protected on the job before hanging. Cost of sand- 
ing, filling, and painting these doors is included under interior painting 
above. 

8. The specifications call for window shutters and three of the four 
front elevations show shutters. No shutters were installed in this 
group of houses. Only 18 houses including the two sample houses 
were constructed in this first group instead of a total of 22 as contem- 
plated and only front elevations AA and DD were constructed, each 
of which show only one pair of shutters. These shutters, which were 
omitted by the builder, were valued at about $10 per house by the 
Veterans’ Administration. 

9. The specifications permit either metal or wood kitchen cabinets 
and the sample house had wood. The metal wall cabinets and some 
of the sink cabinets in the houses were inspected and some appear to 
have taken quite a beating before installation. The wall cabinets 
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show signs of being rusted and repainted and many door catches are 
missing so that doors will not stay closed. Many owners stated that 
they would have preferred wood cabinets as installed in the sample 
house. Many of these wall cabinets should have been rejected on final 
inspection unless satisfactorily repaired. 

10. The specifications show the counter or work table top as enamel 
or formica, but a hardwood top was furnished. This is a small top 
and probably represents little difference in cost, but is considered less 
desirable and represents another deviation from specifications. 

11. The specification calls for a fir handrail and a fir baluster on the 
main stair. The sketchy plans show no details and the one poor floor 
plan shows no rail or baluster. Both sides of the stair were found to 
be enclosed so that no baluster was needed. The stairs are narrow, 
varying from 2 feet 614 inches to 2 feet 101% inches with no hand rail 
provided. 

12. The specifications call for linoleum floor in the kitchen and for 
a ceramic tile floor in bathroom. Asphalt tile was used in both the 
kitchen and bath. The asphalt tile in the kitchen should be grease 

roof and if it is not, linoleum is preferable. The builder himself 
indicates that he made a saving of $30 per house by not installing a 
ceramic tile floor in the bathroom. In his letter of September 21, 
1951, in which he attempts to justify his request for an increase in 
value in the second addition, he lists “Item 7—ceramic tile floor in 
bathroom—$30.” 

The wainscot and bath accessories are tile as specified, but many of 
the accessories had pulled completely out of the wall. Some had been 
replaced by the builder and others had not been at the time of the 
inspection. 

13. The houses are constructed with dry-wall interior finish as 
specified, but the first appraisal dated March 28, 1950, and the first 
certificate of reasonable value in the file dated July 12, 1950, are both 
based on plastered walls. This appears to be a careless error in filling 
out the earlier forms, as the later forms indicate dry wall as specified 
and make no mention of any reduction in the certificates of reasonable 
value. The dry-wall construction is at least $60 per house cheaper 
than wet plaster, according to the price differential obtained from the 
Veterans’ Administration. 

A reputable local firm who is engaged in both plastering and dry- 
wall construction states that the dry wall is about 70 cents per square 
i cheaper. This would represent a difference of about $155 per 
10use. 

14. The specifications indicate armored cable (BX) for electric 
wiring as was used in the sample house, but the wiring visible in 
attic spaces of the other houses was nonmetallic (Romex). If all 
wiring is Romex, the saving to the builder is estimated at approxi- 
mately $20 per house. 

15. The heaters inspected were Sun Beam, made by American 
Radiator Co., the make specified, but the B. t. u. output was given as 
68,000 instead of 75,000 as specified. This substitution represents 
approximately a $125 saving for the builder. 

16. The specifications show a concrete or flagstone walk of random 
thickness. The two sample houses have reasonably good flagstone 
walks, but the other 20 houses have small, poor quality stepping 
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stones, a few of which have already disintegrated. This represents 
a saving of at least $25 for the builder. 

Despite the fact that the builder constructed the original 18 houses 
with the substitutions outlined above, with an apparent saving of 
approximately $400 to $500 per unit, he was able to secure a series of 
price increases from the Veterans’ Administration. The file of the 
Veterans’ Administration does not show an adequate justification for 
the price increases. This committee does not contend that the original 
18 houses constructed in Roxboro Homes are overvalued. It appears 
that the price paid by the veteran purchasers was in line with the 
value of the house. However, the matter has been so poorly handled 
by the Veterans’ Administration that it is exceedingly difficult to 
establish the exact requirements of the plans and specifications and 
there is not sufficient data in the file to determine the basis for the 
Veterans’ Administration’s price increases. The file reflects that the 
builder was given the following credits for equipment : 


I «Ue i k satebeeiieenibin $185 
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Several veteran home owners testified that they furnished their own 
equipment and received credits of less than the amount allowed by the 
Veterans’ Administration for these items. 

The committee has requested that the Veterans’ Administration 
initiate a house-to-house survey of the complaints in this project with 
a view toward requiring the builder to make justified corrections. 


SUMMARY OF INVESTIGATION OF LANE MANOR, PRINCE GEORGES COUNTY, MD. 


The portion of the project investigated by the committee consists 
of approximately 170 one-story, three-bedroom brick houses with 
frame gables and asphalt shingle roofs located between Twenty-fourth 
and Twenty-fifth Avenues in University Lane, Prince Georges County, 
Md. Lane Manor was jointly approved by the Federal Housing 
Administration and the Veterans’ Administration. Its construction 
was during a period of time when the Veterans’ Administration was 
accepting Federal Housing Administration compliance inspections in 
lieu of an inspection by the Veterans’ Administration. 

Ninety veteran purchasers in the Lane Manor project forwarded 
letters of complaint to this committee. The letters contained 39 types 
of complaint. Many of these complaints were minor in nature and 
others were not justified. Some of the major complaints, however, 
which recurred throughout the project were substantiated through 
investigations by representatives of this committee and subsequent 
investigations by representatives of the Federal Housing Adminis- 
tration. Some of the major complaints made to this committee are 
as follows: 

1. Poor grading and drainage conditions. 

2. Damp or wet basements. 

3. Poor workmanship in laying bathroom tile. 
4. Falling and peeling wallpaper. 

5. Thin and poorly finished concrete slab. 

6. Defective electrical work. 

7. Wrong swing on refrigerator doors. 

8. Driveways specified and not built. 
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Investigations by the committee revealed the following facts re- 
iating to the complaints outlined above: 

1. Poor grading and drainage conditions —A majority of the vet- 
eran home owners in Lane Manor contacting the committee complained 
about poor grading and inadequate drainage. An inspection of the 
site showed that many of the lots were not graded in accordance with 
FHA requirements. One of the objectives stated in section 800 of 
the Federal Housing Administration minimum property require- 
ments is— 


* * * to provide positive drainage of the lot or plot and the diversion of 


water away from buildings and its disposal from the site. 
Section 805-B of FHA minimum property requirements reads as 
follows: 


Finish grade elevations around buildings shall provide continuous slopes away 
from foundation walls. Where any slope away from a building meets a slope 
toward a building, the bottom of the swale or valley formed by the two slopes 
shall be at least 1 foot below the finished grade elevations at the walls, shall be 
pitched to provide surface water runoff and, except as prohibited by the nearness 
of lot lines, shall be at least 10 feet away from the foundation walls. 

Section 805-C of FHA minimum property requirements reads in part 
as follows: 


The finish grade elevations of all unpaved areas shall provide continuous 

slopes of at least 6 inches on 25 feet (2 percent gradient) to lower elevations off 
the lot or to drainage structures on the lot. 
The Federal Housing Administration requirements quoted above are 
minimum requirements. An investigation of the project reveals that 
they have not been met. Lane Manor is constructed in a low filled 
area. Poor drainage conditions probably are the primary cause of 
the many damp and wet basements in the area. 

2. Damp or wet basements——Fifty-seven home owners in Lane 
Manor complained about damp or wet basements. The builder testi- 
fied before the committee that he had been making diligent efforts 
to correct damp and wet basements and would continue to do so. A 
check by representatives of the committee reflected that many of the 
complaints were justified. A great many of the wet basements are 
due to window wells filling up and overflowing into the basement. 
The problem of wet and damp basements is very difficult to correct 
in a filled area such as the site of Lane Manor. A serious question is 
raised as to whether the site should have been approved by FHA. 
Officials of FHA have stated to the committee that the site would 
probably not be approved today if the project were presently under 
construction. 

3. Poor workmanship in laying bathroom tile—The committee re- 
ceived 36 complaints from home owners concerning bathroom wall 
and floor tile. Inspection by representatives of the committe and 
the Federal Housing Administration confirmed the owners’ com- 
plaints that in many instances both wall tile and floor tile were loose. 

4. Falling and peeling wallpaper—The committee investigated a 
number of complaints about falling and peeling wallpaper. These 
conditions were verified. It was found that the paper was loose and 
peeling in a number of houses. This appears to be due to careless 
application of the paper or to poor sizing of the raw plaster. The 


builder stated that he recognizes that it is his obligation to correct 
these deficiencies. 
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5. Thin and poorly finished concrete slab—The approved plans and 
specifications require 4 inch concrete slab with a trowel finish for the 
basement floor. The committee received a number of complaints con- 
cerning the thickness and finish of concrete slabs. Three basement 
slabs were found with holes cut in them so that it was possible to 
measure the thickness. In the instances where it was possible to 
make measurements, it was found that the slabs were approximately 
21% inches thick. An examination of some of the cracks in basement 
slabs indicate the possibility that a great many more of the slabs may 
be less than 4 aes thick as required by the specifications. Com- 
mittee investigators and FHA inspectors found some basement floors 
which were not properly finished. Some floors were found without 
a proper slope for adequate drainage. 

6. Defective electrical work—There were a number of justified 
complaints concerning defective electrical work. Most of these com- 
plaints were minor in nature. It was found that a few fixtures were 
missing or incomplete and several electrical doorbells do not work. 
The specifications call for armored cable; however, nonmetallic cable 
was used, 

7. Wrong swing on refrigerator doors.—The project plans show a 
left hand model refrigerator placed in an alcove. The builder in- 
stalled a great many refrigerators with a right-hand swing. In view 
of the design of the kitchen, this created a very unsatisfactory situ- 
ation. The builder assisted many home owners in securing an electric 
refrigerator with a left-handed door; however, he charged home 
owners an additional $50 for the left-handed model. He stated as his 
justification to the committee that the left-handed model secured was 
a better appliance than the refrigerator originally specified. 

8. Driveways specified and not built—The FHA and VA files are 
confused on the subject of driveways. The list of material specifi- 
cations show materials for a driveway. Plans do not indicate a 
driveway. One of the cost submissions submitted by the builder in 
an attempt to justify a price increase shows a cost of $17 for the drive- 
way; however, the FHA subdivision plans do not include a driveway. 


Summary of price increases 


May 1, 1950: Appraisal sets value of basic house without basement 
but with concrete first floor slab on ground, oak parquet 
floor, ceramic tile bath, 7-cubic-foot Admiral refrigerator 
or equal at $200; 36-inch Hardwick Range or equal at 
$165; wood cabinets and garbage disposal at $225: 


I a ca a React ee ter cndaninaeri sae wins tones $11, 000 
ne I CI centres a 25 
Allowance for full basement____-___-____-_-__-__ 1, 000 
July 5, 1950: Allowance for basement increased to__._--.-__-_--_-_- 1, 200 
September 1, 1950: Basic house without basement increased $700 to_._._._ 11, 700 
July 25,1951: Price increase for houses in sec. III based on plans revised 
as follows: 


1. Changed to rectangular house with 36-square- 
foot additional area. 
2. Enlarged front concrete stoop (porch) 12 by 6 
feet instead of 5 by 4 feet. 
3. Basement toilet with plywood partition and door 
instead of a plugged connection for future toilet. 
Pe Wes PINON St ee 14, 950 
Allowance for corner lot was increased $200 to_. 450 
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Summary of price increases—Continued 


May 17, 1951: An increase of $150 granted for furnishing a refrigerator 
makes the total cost of the complete house on a corner 
lot in sec. III as follows: 
House with basement, 12-by-6-foot stoop, basement 
toilet (1008 square feet on inside lot)--..----- $15, 100 


Allowance Sor conees 100. 3 os ere een 450 
15, 550 

A fairly direct comparison with the original appraisal of 

May 1, 1950 can be obtained as follows: 

Original appraisal without basement____----~~-~- 11, 000 
Original allowance for basement____.--------~--- 1, 200 
Original outside basement entrance_____.--_----- 250 
Original allowance for corner lot-_.._..-.------- 250 
Refrigerator included originally_..._.---.-----.- ~---- 

No allowance justified for 36-square-foot addition 
area due to more economical construction__.-__ ~.----- 
Ample allowance for larger stoop___._-__------- 200 

Ample allowance for basement toilet instead of 
plugged sewer connection____.._.____-_____---- 150 
13, 050 


The above indicates an approximate net increase in price for the builder of 
$15,550 — $18,050 = $2,500 or approximately 19.1 percent from May 1, 1950, to 


May 17, 1951. 

Several serious questions are raised as to the justification of the price 
increases in Lane Manor. The price increase of $150 for the refriger- 
ator granted on May 17, 1952, represents a duplicate increase of $150 
for the refrigerator. A review of the file indicates that this fact was 
apparent to the Veterans’ Administration official when the second $150 
price increase was granted for the refrigerator. No satisfactory ex- 
planation has been received to justify this action. The file reflects 
that the value of corner lots was changed from $250 to $450. This al- 
lowance appears excessive, since $250 is universally used as an extra 
allowance for corner lots in the Washington Metropolitan area. The 
file does not reveal a request from the builder for this increase. On 
April 20, 1951, the construction analyst of the Veterans’ Administra- 
tion regional office recommended to the Chief of the Appraisal Section 
that the price of houses in Lane Manor be increased to $14,950. This 
was an increase of $1,000 more than the highest recommendation by 
the appraisal committee. No justification can be found in the file, 
with the exception of a brief handwritten memorandum, for this 
action. Ina letter to the lender, the Chief of the Appraisal Section 
stated that the $1,000 price increase was “based upon recommendations 
of the appraisal committee and technical personnel in this office and 
considering current costs.” There appears to be no justification for 
this action by the Veterans’ Administration, therefore the matter has 
been placed under further investigation. The price increases granted 
by the Veterans’ Administration represent an increase of approximate- 
y 19 percent during a 1-year serieal from May 1, 1950, to May 17, 1951. 
This increase is entirely unjustified when compared to the Veterans’ 
Administration price index and other cost indexes for the same period. 

At the request of the committee, the Federal Housing Administra- 
tion has made a detailed check of the complaints of veteran home 
owners in Lane Manor. The report of FHA is being forwarded to 
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the Veterans’ Administration with the request that they institute pro- 
cedure requiring correction of those deficiences which represent a 
failure on the part of the builder. During hearings before the com- 
mittee, the builder expressed a willingness to correct justified com- 
plaints. 


SURVEY BY VETERANS ADMINISTRATION CENTRAL OFFICE OF NONCOMPLI- 
ANCES WITH MINIMUM CONSTRUCTION STANDARDS IN WASHINGTON 
METROPOLITAN AREA : 


During the survey of the operation of the loan guaranty division of 
the Weckleaten regional office by the Loan Guaranty Service of the 
central office of the Veterans’ Administration during September and 
October 1951, representatives of the Veterans’ Administration central] 
office made a number of inspections of subdivisions in the metropolitan 
area of wee which had been approved by the Washington 
regional office. Representatives of the Loan Guaranty Service of the 
Veterans’ Administration central office found a great many serious 
noncompliances with Veterans’ Administration minimum construction 
requirements. Noncompliances were so prevalent as to cast serious 
doubt on the effectiveness of the compliance inspection system of the 
Washington regional office. Outlined below are portions of the report 
submitted by representatives of the Loan Guaranty Service of the 
central office of the Veterans’ Administration relative to inspections 
made as part of their survey of the Loan Guaranty Division of the 
Washington regional office : 


WHEATON HEIGHTS 


1. Floor joists grouted in solid on exterior walls. 
2. No bearing of steel beam on exterior wall—space under beam—needs bearing 
late. 
, 3. Top bricks of pilaster around beam not properly bedded. 

4. Party wall has been cut away for 4-inch heat duct. 

5. Some floor joists are not S4S and do not have proper bearing on steel beam. 

6. Floor joists are shimmed on rear wall and do not have proper bearing. 

7. No insulation around heat ducts in exterior walls. 

8. Subflooring is not cut parallel to floor joists, all ends are square and butt 
over the joists. 

9. Basement wood door jamb is set down into concrete slab. 

10. Bridging is missing in several places. 

11. Ridge board is 2 by 6 inches, with 2- by 6-inch rafters; should be 2 by 8 or 
2 by 10 inches to give full bearing. 

12. Heating lay-out on second floor is very poor, not a noncompliance, but 
the value of the house should be reconsidered due to the inadequate heating 
lay-out. 

These houses are not structurally sound. 


BROYHILL PARK 


1. Exterior grading must be closely watched that it complies with section 800. 

2. Many front lawns are very steep terraces with long runs of steps, many of 
which will require hand railings. 

3. All exterior door frames are bedded down several inches into the concrete 
door sills. 

4. Top and bottom of all doors are not painted or sealed. 

5. Top of door trim is not primed or painted. 

6. Plaster in all houses is from thin to very thin, maximum thickness found was 
one-fourth inch. 

7. Shelving ends not primed or painted. 
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8. Headers and roof rafters tight up against chimney, no clearance at all. 

9. No clearance around chimney at floor or ceiling joists. 

10. Collar beams are short 1 by 6’s, nailed to rafters tight against ridge board. 

11. Attic louvers are too small and are not properly screened. 

12. No vapor bearer under loose insulation in ceiling joists. 

13. Loose insulation measures only 3 inches thick instead of 4 inches when 
installed. 

14. No floor track or guides for bottom of sliding doors, some are two and 
three doors wide (wood doors, 2 feet 6 inches). 

15. Not proper head room ovgr basement stairs; two obstructions; both are 
too low. 

16. Many of the floor joists are bearing 2 inches or less on exterior masonry 
walls. 

17. No flashing under door sills as required. 

18. Thimbles are 2 feet away from flue linings. 

19. No insulation behind or around heat ducts in exterior walls. 

20. Concrete basement slabs from 2 to 214 inches thick. 

21. Garage ceilings have not been fireproofed. 

22. All joists are grouted in solid with no air spaces. 

23. Floor joists on rear walls shimmed up as much as 2 inches; none have 
solid bearing. : 

24. Mixture of kinds of kitchen wall cabinets that do not match. 

25. Plaster throughout job is too thin. 

26. This is not a noncompliance, but the 2-story house should be reconsidered 
as to value due to the fact that you must go from the living room through the 
dining room and kitchen to get to the powder room. 


OAK VIEW SUBDIVISION 


1. The steel beams have been shimmed with pieces of slate and brick ; none of 
them have a solid bearing as required. 

2. The ends of two of the beams in all houses with fireplaces rest on the 
masonry for the chimney. 

3. All the floor joists are blocked and grouted in solid with no air space. 

4, Fire cuts on the joists can be checked when the ends are exposed. 

5. The basement floor slab is not pitched toward the floor drain. 

6. The foundation for the chimney and fireplace is built of hollow masonry 
blocks. 

7. The framing around the chimney is tight against the chimney with no 
clearance at all between the framing members and the masonry. 

8. The rock lath was installed with only three nails per sheet per stud. 
Good practice is four nails per sheet per stud. 

9. Wood shims have been permanently installed under the wall plate. 

One of the major problems in this subdivision is the finish grading due to the 
hillside locations of many of the houses. This grading problem can be cor- 
rected in many instances by grading the lots so that the water will drain around 
the house on the upper-hill side, out to the street. 


WOODLEY NORTH SUBDIVISION 


1. The US Gypsum sheathing used for the exterior walls was applied with 
the ends and joints occurring between the studs; few of the joints occur at the 
studs but the majority of them were between studs. 

2. The headers over the windows do not rest on the jack stud and depend on 
the nailing through of the trim stud for their strength. 

3. In the entry, part of the top plate is double and part single, the roof rafter 
for the entry rests on this plate. 

4. The window in the entry is single framed with no header. 

5. The entry rafters are toenailed to a ledger with no ledger strip. 

6. The wall plate has anchor bolts but no washers or nuts. 

7. The wood beam is blocked and grouted in solid with no air space. 

8. The beam is shimmed up with three pieces of 14- by 1-inch wood lath. 

9. The wood beams are not properly constructed; the beam members do not 
reach from one bearing to the other. 

10. The lally columns are from 1 to 1% inches below the bottom of the beam 
and wood shims have been inserted to provide bearing for the beam. 

11. Many of the beams are spliced with short pieces between bearings. 
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12. Some joists do not have proper bearing on the beam. Some of the joists 
have been spliced by using scabs to reach the beam. 

18. Many of the floor joists should be replaced due to splits and knots and 
those that show signs of failure. 

14. Dirt in the unexcavated part is within 15 inches of the bottom of the floor 
joists. The bridging of these floor joists has not been nailed and it is impossi- 
ble for a man to get in and nail them. 

15. Many of the first level concrete slabs show signs of dampness and it is 
questionable if the proper bed was provided for these slabs. 

16. The termite shields used was copper skin instead of metal. 

17. Soil pipes necessitated the cutting of bearing plates which have not been 
supported by straps or angles. 

18. Corner bracing is improperly installed throughout the job. 

19. Rafters are framed tight around the chimney. 

20. One rafter in each of the trilevel houses is framed directly into or through 
the masonry for the chimney. 

21. The rafters have not been properly cut for bearing at the center bearing 
partition. They rest on the edge of the plate for the partition. 

22. Bearing for the center bearing partition is not properly carried down to a 
firm foundation which leaves this part of the house strictly poorly constructed. 

23. Most of the subflooring has to be cut parallel with the joist. Many of the 
joints break together parallel on the same joist. 

24. The ceiling joist tails are too long and extend from 2 to 3 feet past the 
bearing. 

25. No blocking has been provided in the bearing partitions. 

26. The bearing partitions are not tied into the exterior walls. 

27. The bathtub ledger strip is too short and not properly installed. 

28. The ridge pole is a 1- by 6-inch member with 2- by 6-inch rafters. 

29. Siding by the exterior side door has been installed with open ends 
exposed. 


LANGLEY PARK 


This subdivision consists of four sections. Section No. 1, approximately 200 
units, all FHA inspected. Sections 2, 3, and 4, approximately 480 units; all 
VA inspected. 

1. No flashing at porch slab. 

2. Floor joists blocked and brouted in solid; no afr space. 

3. Fire cuts on joist to be checked when ends are exposed. 

4. Basement concrete floor slab varies from *%4 inch thick to maximum in any 
house that was inspected of 2 inches thick. 

5. Very poor job of finish on slabs. 

6. Due to skimping on required thickness, which is minimum of 3 inches, it is 
questionable if there is a footing or a proper footing under the columns, also it 
is questionable if the exterior wall footings are of proper width and depth. 

7. Much of the lumber is of poor quality, large knots, split members, and blue. 
Many floor joists need replacing. 

8. Posts are 4 by 4 inches, should be 6 by 6 inches; and the cuts on the posts 
are such that bearing is had on one edge only. Post should be replaced with 
proper-size posts with square cuts that give full bearing. 

9. Exterior siding is placed on gable ends without sheathing backing and in 
some places without felt paper. The siding has large splits to the extent day- 
light shows through and rain could come in these split members. 

10. Gable louvers were installed without screening. 

11, The facia board was poorly installed. There are cracks from %%4 to 1 inch 
all along the entire front and rear of the house that would allow dampness as 
well as insects to enter the attic. 

12. There are no collar beams installed in any of the attics inspected. 

13. The rafters are poorly cut to fit the ridge pole. The majority of the rafters 
are cut so that they touch on the upper part of the rafter against the ridge pole. 
The poor cut draws the bottom of the rafter approximately one-half inch away 
from the ridge pole at the bottom. 

14. The framing for the chimney was apparently made for a masonry chimney. 
However, they have installed an 8-inch metal pipe in this opening. From the 
attic you can look down around this pipe into the basement and see the furnace 
and hot water heater. This creates a fire hazard. If this area is enclosed, 
care must be taken in so doing because this 8-inch pipe is of metal and will no 
doubt become very hot during the heating season. 
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15. In several houses the enamel has been chipped off of the kitchen appli- 
ances, some of these chipped areas are as large as a silver dollar. 

16. The doors have been poorly fitted and finished. Many of them show saw 
and plane marks. The shelving contains knots and knotholes on the edges of 
the shelves which have been painted. 


BEL-AIR SUBDIVISION 


1. Some of the asbestos shingles are not properly applied. The nail being 
used does not clinch over on the inside every time unless special care is taken. 

2. It is very doubtful that the footings will have proper coverage when grading 
is completed. 

8. Framing around chimneys is tight against the masonry, no clearance. 

4. Metal bridging used is not rigid. 


5. Vertical siding on fronts very poor grade, large knots and not properly 
filled and painted. 


6. Porch slabs are cracked through center. 

7. Parging or stucco coat on exterior foundation walls very poor, many drying 
cracks, 4 inch thick and poor mixture, peals off. 

8. None of the corner braces are properly installed. 


9. None of the windows are properly framed in. The headers do not have a 
continuous support to the plate. 


10. Termite shield is painted on one side, galvanized tin. 

11. There are open gaps between termite sheets around the foundations, 
12. Solid block bridging has been installed in the floor joists. 

13. No flashing over top of wood window frames. 

14. No thimbles in some of the chimneys. 


15. Subflooring joints as many as six boards break over same joist. 
16. Millwork not back primed. 


17. 1 by 6’s used for roof sheathing very wet and very green. 
18. Framing lumber is too wet to be enclosed. 


BELVIDERE SUBDIVISION 


1. Termite shields tin, painted one side, on exterior wall. Roofing felt used 
con center foundation wall. 


2. Joists grounded and blocked in solid, no air space. 
3. Joists bearing average 2% inches or less. 
4. Stueco is scant one-half inch. 


5. Beam between living room and dining room to carry folding door does not 
have support to plate, nailed into stud. 
6. Lumber used is green and very blue. 


7. Subflooring broken over joist next to each other as many as six boards. 
8. Window sill, flashing is very thin treated paper. 


9. Concrete block work very poor. Many open vertical joints. Many vertical 
joints as wide as 2 inches or more. 


10. Foundation wall 8-inch hollow blocks on which the joists are placed. 
11. Exterior walls 6-inch hollow block to wall plate line. 
12. Partitions not properly tied into exterior walls. 


NONCOMPLIANCES WITH VETERANS’ ADMINISTRATION MINIMUM CONSTRUC- 
TION REQUIREMENTS FOUND IN WASHINGTON METROPOLITAN AREA 


A general inspection was made during September 1951, of con- 
struction throughout the Washington area by a staff member of the 
Loan Guaranty Service, VA Central Office. The following noncom- 
pliances with the VA minimum construction requirements were 
noted (items marked * are general through the area; items marked + 
are spotty throughout the area; items marked { are in one or more 
projects: 


* Improper finish grading, such as: 
a. Water not diverted away from buildings. 
b. Water not drained off lot or plot. 


c. Poor drainage preventing proper or normal operation of septic tank and 
disposal fields. 
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d. Grading invites or causes excessive erosion. 
e. Poor planning and existing grading now requires retaining walls to stop 
erosion. 
f. Lots on hillside are graded to drain into the lower lots where water is 
pocketed. 

g. Grading too steep to retain sod or grass seeding. 

Splash blocks too small. 

Steep terrace with long runs of steps without hand railings. 

Asbestos shingles improperly fastened. 

Basement window screens not furnished. 

Stucco on masonry scant one-half-inch thick. 

Exterior door jambs bedded down several inches into concrete. 

Framing tight against chimneys. 

Framing into chimneys. 

Collar beams missing. 

Attic louvers too small. 

No screening on attic louvers. 

No vapor bearer under loose insulation. 

Loose insulation not proper thickness. 

Sliding closet doors grooved for bottom track, but none installed. 

Improper clearance over stairs. 

Joists with 1 to 2 inches bearing on exterior walls. 

Joists shimmed up with wood or broken slate as much as 2 inches, and no 
bearing except on shims. 

No flashing under exterior door sills. 

No insulation around heat ducts in exterior walls. 

Built-in garage ceilings not fireproofed. 

All floor joist ends grouted in solid, lumber is not treated. 

No joist hangers or ledger strip for joists framing into headers. 

Bearing partitions cut away for heat ducts and not supported with metal angles 
or straps. 

Headers over doors in bearing partitions flat. 

Headers over windows in exterior bearing wall, flat. 

Jack studs not continuous from header to bearing. 

Corner bracing not let inte top and bottom plates. 

Valley rafters spiced. 

Oak sheathing used. 

Joists cut away for plumbing pipes and not properly framed. 

Subflooring on diagonal with butt joints. 

Wood boards supporting back hearth in fireplace. 

Cross bridging 1 by 2. 

Cross bridging cut too short. 

Access to attic over 400 square inches without appropriate increase in size of 
ceiling joists. 

Ceiling joists without proper bearing on bearing partition. 

Ceiling joists without proper bearing on exterior wall. 

Roof rafters without proper bearing on exterior wall. 

Ridge board too small to provide full bearing of rafters. 

Joists bearing on hollow blocks. 

Joists of adjoining houses touching in party walls. 

Headers touching in party walls. 

Wood beams and plates through party walls common to both houses. 

Furring strips nailed onto chimney. 

Bearing partitions not tied into exterior walls. 

Wood beams, laminated with joints between bearings. 

Improper to poor bearing of headers in masonry walls. 

Ceiling joists framed into common header that goes through party wall. 

Studs and jack studs cut short and pieced out. 

Floor joists butt over bearing without tie or scab. 

Pipe holes bored in top one-third of joists. 

Green lumber with moisture content up to 30 percent used for framing. 

Blue lumber with fungi growing on surface. 

4 by 4-inch posts in basements to support headers in lieu of 6 by 6's. 

Facia poorly installed with large cracks. 

Framing members poorly cut, do not give good bearing. 

Doors not properly fitted. 
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Rock lath installed with three nails per sheet per stud in lieu of four as 
required. 

Rock lath joints on jamb studs over opening. 

Wood beams grouted in solid with no air space. 

Rafters over front entry toe-nailed to header without ledger strip or metal 
hangers. 

Bearings members not carried down to firm foundations. 

Ceiling joists tails extend too far over partitions. 

Bath tub ledger strips not properly installed. 

Metal bridging used that is not rigid. 

Subflooring joints broken over same joist, as many as six next to each other. 

Spacing of studs not proper, 24 inches on center instead of 16 inches. 

Insulation insufficient for this area. 

Plaster from very thin to thin, maximum thickness noted one-fourth inch. 

Chimney foundations of hollow block. 

Thimbles butt flue lining but do not go through the lining. 

Concrete basement slabs from 114 to 244 inches thick. 

No footings under lally columns. 

Broken blocks and unfilled joints in masonry walls. 

Joists resting on one brick course on hollow block. 

Rake of party wall not flush with underside of roof sheathing. 

Window sills flat, no pitch. 

No concrete plinth for wood posts. 

Wall plates not grouted, nailed to solid block. 

Footings without proper coverage below finish grade. 

Exterior wall 6-inch hollow block in lieu of 8-inch. 

Termite shield is tin, painted one side. 

Termite shield is 30-pound felt. 

Termite shields not installed to be effective, 1- to 2-inch gaps between sheets, 
corners not properly made and no treatment around holes for anchor bolts 
or pipes. 

Top and bottom of doors not sealed or painted. 

Millwork not back-primed. 

Heat ducts installed in party walls by cutting 5 inches out of an 8-inch party 
wall. 

Steel beams shimmed with wood, slate or brick. 

Heating installations not in accordance with approved plans. 

No flashing over windows or doors. 

United States gypsum sheathing used on exterior walls with joints occurring 
between studs. 

Dirt in unexcavated parts within 12 inches of bottom of joists. 

Poor workmanship in general. 


a ee ee a et et tm ee OO mmr et Ot + #-+F a 


Sth bahar OE Oe 


ACTIVITIES OF A WASHINGTON REAL-ESTATE BROKER DEALING IN EXISTING 
PROPERTIES 


Under Veterans’ Administration regulations, a real-estate broker 
dealing in existing properties may request the Veterans’ Adminis- 
tration to make an appraisal on a given piece of property regardless 
of whether the real-estate broker owns that property or has it under 
option. A broker may request an appraisal by the Veterans’ Ad- 
ministration even though he has no prospective veteran-purchaser at 
the time of the request for appraisal. In such case, the bvtiek is re- 
quired to pay for the appraisal. In the event a veteran has signed a 
contract to purchase, the veteran-purchaser is required to pay for the 
_ 

he fee received by an appraiser on an appraisal assigned by the 
Veterans’ Administration is considerably lower than the conventional 
fee; therefore, some brokers find it to their advantage to seek a Vet- 
erans’ Administration appraisal on every piece of property they have 
under consideration and take advantage of the lower Veterans’ Ad- 
ministration fee. Some brokers handle hundreds of pieces of prop- 
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erty, part of which is sold on a conventional basis, part sold under a 
FHA commitment, and the remaining part sold under a Veterans’ 
Administration-guaranteed loan. Most of these properties are usually 
routed through the Veterans’ Administration appraisal system with 
the effect that the Veterans’ Administration appraisal system, and par- 
ticularly its clerical force, is burdened with handling applications, ap- 
praisal forms, and files for a great many properties in which no vet- 
eran is involved. It is believed that consideration should be given to 
eliminating this condition, since there appears to be no justification 
for the Veterans’ Administration’s assuming the administrative ex- 
pense of performing appraisals on properties on which a prospective 
veteran purchaser is not directly involved. 

The committee investigated the activities of a real-estate broker 
who dealt extensively in existing properties in the Washington met- 
ropolitan area. The broker followed the practice of acquiring exist- 
ing property, in some cases making extensive repairs before selling the 
property toa veteran. During the period 1949 through 1952, the Vet- 
erans’ Administration regional office at Washington, D. C., supposedly 
maintained a rotating system of assignments of properties for ap- 
praisal. During the period in question, the Veterans’ Administration 
had 20 active and 53 inactive fee appraisers who were available for 
assignment. However, it was found that 40 out of 76 appraisals made 
for the real-estate broker were made by two appraisers. Thirty-one 
appraisals were made by one of the appraisers. A review of assign- 
ment records reveals that the appraiser who received 31 of the 76 
appraisal assignments was very active in doing work for the real- 
estate broker until the appraiser and the real-estate broker had a dis- 
agreement concerning the appraisal of two houses. This disagree- 
ment occurred about May 15,1951. After that time, the appraiser re- 
ceived only one more assignment on applications made by the real- 
estate broker. Apparently, the real-estate broker was then successful 
in shifting assignments for appraisal on properties in which he was 
interested to another appraiser, since it was noted that during the 
period September 5, 1951, to December 11, 1951, another appraiser 
received eight out of nine of the appraisal assignments for properties 
in which the real-estate broker had an interest. 

A record of applications and assignments disclosed that in many 
instances the real-catate broker carried an appraisal into the Veterans’ 
Administration regional office and secured a certificate of reasonable 
value on the same day. In several instances it was noted that the ap- 
praisal form was completed before an application for appraisal was 
submitted. 

The real-estate broker had unusual success in getting appraisals 
raised by staff personnel in the appraisal section of the Loan Guar- 
anty Division. Some of the changes in the appraised value were so 
obviously unjustified as to raise a serious question of favoritism. A 
review of Veterans’ Administration records of appraisals for the real- 
estate broker revealed the following typical cases where the reasonable 
value had been raised by Veterans’ Administration officials : 

An appraisal form was submitted by a qualified appraiser in the amount of 
$9,400 for property located at 3313 Clay Place NE., Washington, D. C. The 
reasonable value was raised by the Chief of the Appraisal Section from $9,400 to 
$9,950. The broker’s books reflect that he spent no money for improvements on 
this property. The Veterans’ Administration official stated as justification for 
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his action in raising the appraisal that the increase was based on certain im- 
provements on the property, such as a shed and a stone wall; however, the shed 
and the stone wall were present when the appraiser examined the property and 
were therefore considered in his appraisal of $9,400. The broker made a net 
profit of $1,632.20 on the transaction. The increase in the appraised price by 
the Veterans’ Administration official was obviously unjustified. 

An appraisal was made on a new house located at 5122 Decatur Street, Ed- 
monston, Md., for the amount of $10,750. The certificate of reasonable value 
was issued for $10,750 and later changed to $10,950. Records indicate that the 
broker made a profit of $1,239.45 on this transaction. There appears to be no 
justification in the increase in the certificate of reasonable value. 

An appraisal was submitted on the property located at 5308 Riverdale Road, 
Riverdale, Md., for $10,500. The appraisal was raised to $12,500 by a Veterans’ 
Administration official. The real-estate broker’s records indicate that he pur- 
chased this property with two lots for $11,000, made improvements costing 
$228.59, sold the house and one lot for $12,500, making a net profit of $212.69 on 
the sale, plus an extra lot valued at $2,000. There appears to be no justification 
for the increase in the appraised value of the property by the Veterans’ Adminis- 
tration official. 

An appraisal was submitted on property located at 522 Twenty-fifth Place NE., 
Washington, D. C., in the amount of $12,500. Two days later a certificate of 
reasonable value was issued, and the amount was changed by a Veterans’ Ad- 
ministration official to $12,950. The real-estate broker’s books show that he ob- 
tained the property at a cost of $9,636.55 and spent $274.39 improving the 
property. His net profit is shown as $2,043.79. There appears to be no justifica- 
tion for the increase in the reasonable value of this property by the Veterans’ 
Administration official. 

The real-estate broker constructed two new houses located at 3404 and 3406 
Cheverly Avenue, Cheverly, Md. Appraisals were submitted in the amount of 
$17,500 on each house. A Veterans’ Administration official subsequently raised 
the reasonable value to $19,950 for each house. The two houses were sold for a 
combined selling price of $39,900, with a net profit of $3,577.20 on both houses. 
The appraiser making these appraisals testified that following his disagreement 
with the broker over this appraisal he received no more assignments to appraise 
this broker’s property. There appears to be no justification for the price increase 
by the Veterans’ Administration official. 


After the real-estate broker was successful in discarding the ap- 
praiser who refused to appraise property in accordance with his de- 
sires, he acquired another appraiser and was apparently successful 
in having most of his assignments routed through this appraiser. 
This appraiser’s appraisals were consistently excessive and usually a 
great deal higher than the selling price, as indicated by the following 
examples: 

The property at 5012 Iroquois Street, College Park, Md., was ap- 
praised at $10,250 and sold for $8,500. 

The property at 1805 Rosedale Street NE., Washington, D. C., was 
appraised for $10,000. The real-estate broker’s records reflected that 
he purchased the property for $8,500, made no improvements, and sold 
the property for $9,950. 

An appraisal was made on property located at 6161 Suitland Road, 
Morningside, Md., in the amount of $11,800; however, a certificate 
of reasonable value was issued at $11,000 to accommodate the sales 
price. This property included 15% 99 acres of ground. The builder 
made improvements in the amount of $40 and sold the house and part 
of the land for $10,950. He paid $10,500 for the house and land; 
therefore, he made a profit of $400 on the sale, plus the extra land. 

The property at 2630 Monroe Street, NE., Washington, D. C., was 


appraised for $15,150. The broker purchased this property for $11,250 
and sold it for $14,500. 
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This committee does not wish to imply that this real-estate broker 
indulged in criminal or fraudulent activities. He apparently found 
it possible to take advantage of the operation of the Veterans’ Ad- 
ministration regional office to the extent that he could influence as- 
signments of appraisers to properties in which he was interested; 
he apparently was able to have appraisal changed on a property any- 
time that it did not meet the selling price which he had set on the 
property ; he was apparently able to secure preferred treatment, since 
the records show numerous instances where he secured certificates 
of reasonable value on the same day that the appraisal was made. It 
has been established that a close personal relationship existed between 
the real-estate broker and the loan-guaranty officer. It must be con- 
cluded that this broker secured preferential treatment. 

It is believed that if Loan Guaranty officials found it necessary to 
give special attention to the affairs of their friends, as is indicated in 
this case, it is understandable why other builders and brokers who 
apparently did not enjoy the close personal relationship which existed 
in this case had difficulty in getting their papers processed. A study 
of this situation also gives a partial explanation as to why the per- 
sonel of the Loan Guaranty office had no time to process veterans’ 
complaints, since their time was apparently occupied in performing 
special services for friends of Loan Guaranty officials. 


STATEMENT OF COL. WALDRON E. LEONARD, DIRECTOR OF VETERANS’ AFFAIRS FOR THE 
District oF COLUMBIA 


I was appointed director of the veterans’ service center December 18, 1945 
and at first our problem was obtaining housing for the returning World War II 
veterans. These men in most instances had by the course of their induction been 
forced to vacate rent-controlled housing accommodations. When they returned 
these protected rent ceilings had other tenants with hundreds on the waiting 
lists. There were small accommodations available in new construction from 
$110 to $150, where perhaps before the war they were paying $50 to $80. 

While not in abundance at first, this type of housing was made available in 
thousands of units. On investigation of the income many veterans were found 
not qualified for such exorbitant rents and we immediately started a program 
of advising the veterans to use their GI bill and purchase a home. This was 
perhaps in desperation of getting a roof over the head of the veteran and his 
family. 

We continued to push this program in spite of repeated releases from the 
Veterans’ Administration to the newspapers advising the GI's to hold their loan 
privileges until prices came down. We observed housing projects constructed 
during the war where homes were sold for from $4,700 to $5,000 being sold to 
veterans for from $10,000 to $15,000. One project was 247 houses in Fairfax 
County, Mount Vernon district, known as Fairhaven, where in dozens of cases 
the civilian occupant was not even required to make a down payment. 

Various statistical reports were released in the District of the number of low- 
income houses under construction. This office obtained lists of applications 
that had been made for loans to construct such housing, and with automobile 
transportation furnished by the director, an on-the-site check was made, and we 
found thas while permits had been applied for and loans had been applied for, it 
appeared not 20 percent of the construction would be started due to the difficulty 
in obtaining material and the fact that the small builder complained that unless 
the material was purchased in large quantities, little opportunity was available 
for him to construct one or a very few units. 

Many independent or small contractors began construction of a home, some 
with little or no experience, collecting down payments from the veteran, and 
I judge from the investigation by this office at least $500,000 was obtained in 
this manner. Only by our investigation and the cooperation of the local news- 
papers were we able to have returned to the veterans approximately $200,000 
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that was being held, and we feel our threats of insistence on prosecution caused 
this money to be retugned. I might mention that it was on the complaint and 
information furnished from this office, and this only after weeks of trying to 
find the proper persons that resulted in prosecution and two builders received 
serious penitentiary sentences for such manipulation. 

On another project evidence was furnished that a defunct concern had spent 
the money deposited by veterans for personal expenses, even to the extent of 
purchasing a fur coat for his wife with payment by check deposited by the 
building company of the veterans’ payments; and for the record, with the co- 
operation of a District investment company, even though thousands of dollars 
of deposits had been spent, at the hour of 12 midnight, while the building 
promoter screamed in tears not to be sent to jail because it would break up his 
home, ete., a reorganization was made possible (needless to say without the so- 
called builder’s assistance), and the construction completed without a financial 
loss to the veterans. This was due, of course, not to the honesty of the con- 
tractors, but pure luck that in the meantime the land had increased in value 
that made the construction possible. 

After several such experiences, the Commissioners of the District of Columbia, 
the commissioners from Montgomery, Prince Georges, and Fairfax Counties, 
and the city of Alexandria council, or their representatives met and appointed 
a chairman of the metropolitan area housing committee. The writer was as- 
signed this responsibility, representing the Commissioners of the District of 
Columbia. This responsibility brought on hundreds of additional complaints, 
and as if this was not sufficient, by coincidence the Federal Government trans- 
ferred to the District of Columbia the Washington housing center, which was a 
service for all seeking such accommedation. Daily we had dozens of complaints, 

I have before me six folders of correspondence. I would not attempt to list 
individual complaints, but in the early stages of veterans purchasing homes 
the numerous complaints could easily be traced to green lumber warping that 
had been used and drying cut. This involved floors, siding, ceilings, sinks, 
eabinets, and doors, and most every part of the home. This office would con- 
tact the builder usually by phone or by visit, and even though the complaint 
was perfectly legitimate, it was not directly the fault of the construction, but 
reliable dealers in most cases, I felt, leaned over backward to make corrections, 
realizing that the situation was certainly no fault of the veteran. 

In this connection, I would like to publicly thank the officers of the Washing- 
ton Home Builders, because if the dealer refused to cooperate, they personally 
interceded in assisting this office, if the builder happened to be a member of 
their organization. 

In the meantime, houses and property and land continued to increase in value. 
Even $7,000 houses immediately after the war (which were few) were selling for 
$9,000 to $12,000, and as materials became available, with green lumber placed 
in the homes some builders became careless cutting corners to make additional 
profits. While this office with the cooperation of the Army Times and the 
Associated Press tried to get the word out for veterans to place their money in 
escrow and not directly with the builder, and though the Home Builders had en- 
dorsed the suggestion of this office, many builders still insisted that at the time a 
veteran applied for the purchase of a home he deposit from $500 to $1,500. 

Numerous complaints were received at this office, especially on projects, and 
these complaints from veterans who had deposits with the builders and were all 
financed. They would complete the home within a reasonable time with the 
exception of perhaps the windows, flooring, and doors, while other houses on the 
same project would be completed immediately, because in the meantime the prop- 
erty had increase $1,500 or $2,000 and the builder would tell the one who 
was supposed to have a legitimate contract that he could not get doors, flooring, 
etc., for his home unless he put up additional funds to make up for the infla- 
tionary cost in housing. In most every instance in this office when @omplaints 
were filed the builder would say if the veteran did not like it, he would give 
him his money back. Now, of course, if the situation had been the reverse, the 
veteran would have been required to make the purchase ; thereby the builder was 
protected. But, the contractors had the available material held up, which was 
certainly a terrific advantage in stalling the completion of a home until the 
veteran and his family would meet their requirements. 

This office received many complaints of the builder requiring an additional 
$500 charge for sodding and gutters, the veterans complaining he could not 
obtain copies of the specifications to know if they were so included. On one 
project of a new housing project a veteran complained to this office and the 
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insistence of this office on the specifications was responsible for the balance of the 
veterans getting a refund of that which they had paid and which was included 
in the specifications approved by the Veterans’ Administration. 

The veterans being kicked around by the builder with the excuse that an out- 
of-town concern had the contract for the plumbing that didn’t work or the heating 
system that didn’t heat, found the cooperation of this office and the attorneys 
assigned by the District of Columbia Bar Association to assist us very helpful 
in getting proper adjustment. 

As I dictate this memorandum, I have before me a scrapbook of 29 solid pages 
of releases and information furnished newspapers from this office. I note the 
dozens of meetings I had with as many as 300 veterans who were involved in 
building schemes to familiarize them, as well as the public, with the different 
methods used to defraud them. 

May I quote a few of the headlines? 

December 20, 1946, Times-Herald.—‘“House Cleaning in Homes Sold to Vet- 
erans Is Ordered” ; 

December 18, 1946, Washington Post.—‘“Broker Signs Over Assets to Veterans, 
Deposits of 300 GI’s in Area Total $162,000." (The return was less than 2 cents 
on the dollar) ; 

December 18, 1946, Evening Star.—‘“15 District of Columbia Area Veterans 
Seek Aid To Get Homes Promised Them” : 

December 19, 1946, Post.—'Postal Inspectors Inquire Into GI Real-Estate 
Deals” (Such complaints furnished inspectors that ordered investigation from 
this office) ; 

December 27, 1946, an editorial in the Star—‘‘Bailing Out the Veterans,” com- 
plimenting the Home Builders Association for its assistance in trying to salvage 
some of the money by selling new homes at a reduced from regular price by 
legitimate builders to assist the veterans in at least getting a roof over their 
heads. This plan was worked out by this office and the home builders; 

January 16, 1947, Times-Herald.—That the Williams Co. had a balance of 
$12.47 in the bank from the $162,000 furnished by the veterans ; 

February 13, 1947, Times-Herald.—“$150,000 to Stanley Hugh, Virginia Real 
Estate Dealer, Known as Bomar, the Builder Arrested in the Veterans’ Service 
Center” (Mr. Stanley Hough) ; 

February 14, 1947, Times-Herald.—* Mount Zephyr Housing Promoters To Con- 
sult Fairfax Prosecutor” (referring to my complaint) : 


and, of course, dozens of headlines of other projects, including one rental in 
which the veteran was supposed to pay $1,500 in advance in the building project, 
and many veterans’ cooperatives where the boys are still holding the bag. 

Fake rental agencies that collected rentals in advance without any accommo- 
dations were published and hundreds of fly-by-night schemes with promises to 
veterans of accommodations that never materialized. 

Of course, the difference in the price of a home immediately after the war 
and the present cost has protected the veteran’s interest due to the inflated 
prices on homes at the present time; nevertheless, dozens of complaints are yet 
being received and only recently after trying to determine what Government 
agency could give some relief to the veteran purchasers, I visited a nearby 
project recently constructed. The ceilings had pulled away from the walls; the 
floors were buckled; particularly, in all the homes the insulation looked to be 
about an inch and a half thick when they were told that it was supposed to be 
4% inches; some doors were hung backward, and the houses they had paid 
$15,000 for would have been plentiful, in my estimation, prior and even during 
the war at $3,500 or $4,000. 


I want to congratulate the Teague committee for its investigation into faulty 
constructed homes and I am in hopes that the new law will give authority to 
the Veterans’ Administration to see that those veterans who are using their 
GI loans will have the satisfaction of obtaining their assistance to see that the 


contractor lives up to his agreement. I also hope that provisions are made 
whereby the veteran will be able to obtain a copy of the plans for his home. 

You will note that I have not mentioned leaky basements or broken plaster. 
These were so numerous that the contracts with the builders were just routine, 
sometimes obtaining cooperation; other times by perhaps the way of blackmail, 
threatening the contractors with publishing the facts of the construction. 

In spite of the stalling in completing the contracts, excuses of green lumber 
and faulty construction, cutting corners to make more money, misleading the 
veterans on what would be the proper tax, and bundfeds of other methods of 
salesmanship, I have found that the veteran has been very considerate and 
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reasonable; that he has not attempted to take advantage by misrepresenting 
the facts, but on the contrary the complaint has usually resulted in finding many 


discrepancies both in the building and the agreement that was not mentioned by 
the veteran. 


A legitimate builder usually was very cooperative and at times was not familiar 
that the subcontractor had broken confidence with him as well as the veteran. 
In some cases I have been very sympathetic with the individual builder who 
has tried and not only lost his own money, but that of the veterans, because he 
was unable to obtain material for completion. One builder, who had started 
four or five houses, not only proved a bad investment for the veterans, but broke 
down in my office pleading, which proved to be true, that he had lost his savings 
in attempting to complete the homes. 

This letter leads absolutely nowhere, only to the fact that the World War II 
veterans who served their country well and coming back were confronted with 
the problem of purchasing a home, paying a ridiculous rent or sleeping with 
their families on the streets. I know of no agency that had authority to in- 
vestigate the actual conditions and give advice to the veteran or being of assist- 
ance to the actual conditions existing. 

Many of these boys had been away from home for years. Those serving in 
the Korean conflict will find themselves in the same position. They have no 
privilege of obtaining accommodations on rent-controlled property. New con- 
struction continues to ask more for rental property. They again will be “sit- 
ting ducks” for builders. In their desperation they will buy anything that is 
upproved, regardless of the future investment. I hope your committee can 
work out something to furnish the answer of Some protection and proper guidance. 


InvestiGation or Loan Guaranty Activities IN THE SAN Dteco, 
Cauir., AREA 


Field investigations of irregularities in the operation of the Loan 
Guaranty Division of the Veterans’ Administration regional office, 
San Diego, Calif., were conducted jointly by the Federal Bureau of 
Investiga ation and the Inspection-Investigation Service of the Veter- 
ans’ Administration. This committe held hearings in connection with 
irregular operation of the Loan Guaranty Division of the San Diego 
regional office on December 4 and 5, 1951. The investigations and 
hearings disclosed that a general conspiracy between certain Veter- 
ans’ Administration officials, officials of lending agencies, and builders 
existed on a widespread basis and completely dominated building and 
lending activities in the San Diego area. These matters are cur- 
rently under consideration by a grand jury and the case is being 
further developed by investigations. 


SUMMARY OF IRREGULARITIES ON THE PART OF VETERANS’ ADMINISTRATION 
OFFICIALS 


Evidence developed by the investigations and hearings disclosed 
that Charles A. Dodge, loan guaranty officer, used his official posi- 
tion to induce agencies doing business with the Veterans’ Administra- 
tion to turn over to the California Realty & Loan Co. for servicing a 
considerable number of loans sold to the Federal National Mortgage 
Association and guaranteed by the Veterans’ Administration. Dodge 
was a stockholder and treasurer of the California Realty & Loan Co. 
and carried on duties as treasurer of the company during official 
hours while employed by the Veterans’ Administr: ation. 

Dodge accepted various gifts, consisting of cases of liquor, cigarette 
lighters, etc., from contractors, builders, and lenders doing business 
with the Veterans’ Administration. When questioned by investi- 
vators, Dodge neglected to state that he had received $313.03 in build- 
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ing materials from the Mobilhome Corp., a firm doing business with 
the Veterans’ Administration. Dodge made a false statement in a 
questionnaire requested of him by the manager of the Veterans’ Ad- 
ministration regional office by stating that he had no connection with 
any firm doing business with the Veterans’ Administration and that 
he had not accepted gifts or other considerations from firms or indi- 
viduals doing business with the Veterans’ Administration. Dodge 
permitted his assistant, Francis G. Paige, to engage in illegal mani- 
pulations in connection with his official Veterans’ Administration 
duties. Dodge condoned and permitted serious irregularities to exist 
in the Loan Guaranty Division which he headed. He allowed Paige 
prerogatives which should have been exercised by the loan guaranty 
officer and claimed that he knew nothing of the existence of irregu- 
larities or improper activities on the part of his assistant loan guar- 
anty officer, aos G. Paige. 

harles A. Dodge has been dismissed as loan-guaranty officer and 
has been indicted on the charge of fraud, making false statements. 
and doing business as a Veterans’ Administration official with firms 
in which he had an interest. 

Evidence developed by investigations and hearings by this commit- 
tee indicated that Francis G. Paige, assistant loan guaranty officer, 
held interests in Harmon Homes, Inc., Rolando Homes, Inc., and the 
California Realty & Loan Co., using the front name of his stepson, 
Robert W. Skinner. There was also a definite indication that Paige 
maintained an interest in Grossmont Homes, Inc. 

Paige received $6,900 in weekly payments from Cosgrove Enter- 
prises. He received building materials in the amount of $3,013.52 
from a builder and used these materials in construction of his home. 
Paige received a “bonus” of $500 for arranging financing with Chula 
Vista Loan and Savings Association for Patrick Raymond Tracey. 
Paige received $850.64 in building materials from Mobilhome Corp. 
He received a check in the amount of $1,000 payable to Robert Skinner 
from an official of Mobilhome Corp. He received $2,000 in cash from 
the San Diego Federal Savings and Loan Association purported to 
be overtime pay for Veterans’ Administration employees. He re- 
ceived a discount of approximately $1,450 on a lot purchased from a 
building contractor doing business with the Veterans’ Administration. 
The above totals approximately $15,714.16. 

Paige altered or caused to be altered and/or antedated documents 
to circumvent credit restrictions. He permitted most builders exemp- 
tions from all credit curbs; increased the reasonable values of proper- 
ties without proper documentation in numerous instances. He allowed 
Mobilhome Corp. an unjustified increase of $500. He authorized 
builders to deviate from specifications and authorized builders to 
violate minimum construction requirements. He permitted subse- 
quent or additional appraisals on tracts of land if prior appraisals 
did not come up to the expectation of builders and lenders. He au- 
thorized and approved an increase in a firm contract for specially 
adapted housing for paraplegics between a veteran and a builder from 
$12,900 to $13,900 in violation of Public Law 702, Eightieth Congress. 
Evidence indicates that Paige accepted numerous other gifts and gra- 
tuities from individuals and firms doing business with the Veterans’ 
Administration. Paige submitted false statements in a questionnaire 
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to the manager of the Veterans’ Administration regional office, San 
Diego, pertaining to his association with a firm doing business with 
the Veterans’ Administration and also in connection with the accept- 
ance of gifts and other considerations from individuals and firms doing 
business with the Veterans’ Administration. 

Francis G. Paige was dismissed as assistant loan guaranty officer 
and indicted on the charge of fraud, conspiracy, accepting of bribes, 
and making false statements. 

Investigations disclosed that Robert S. Wyman, chief, appraisal 
section, accepted gifts and submitted a false questionnaire to the 
manager of the San Diego regional office. Wyman admitted altering 
the Veterans’ Administration date stamp in connection with Country 
Club Manor, thus permitting the builder of this tract, Mobilhome 
Corp., to be exempt from credit restrictions which became effective 
July 1, 1950. Wyman increased reasonable values established by ap- 
praisers without proper documentation and failed to set forth reasons 
for the increases. Wyman antedated letters appointing appraisal 
panels, resulting in the circumvention of credit restrictions. Semen 
approved the increase of $1,000 in a firm contract between a para- 
shete veteran and a builder. 

Robert S. Wyman was dismissed as chief of the appraisal section 
and indicted for conspiracy, making false statements, and being an 
interested person acting as a Government agent. 

Investigations disclosed that John Milton Barber, Veterans’ Ad- 
ministration fee appraiser and compliance inspector, was also presi- 
dent of the California Realty & Loan Co. He collaborated with 
Charles A. Dodge, loan guaranty officer, Francis G. Paige, assistant 
loan guaranty officer, and Dana McEwen, Veterans’ Administration 
fee appraiser and compliance inspector, in organizing the California 
Realty & Loan Co. He employed his wife as assistant in conducting 
appraisals and compliance inspections, contrary to regulations, and 
he signed compliance inspection reports and appraisals when he did 
not actually make such appraisals and inspections. He also permitted 
his wife to sign his name on appraisals and inspections made by her. 
He failed to make compliance inspections in accordance with approved 
procedures by not inspecting interior of buildings. He claimed that 
he was authorized to make only one inspection to ascertain if houses 
were on foundations. He antedated appraisal reports and submitted 
false representations to the Veterans’ Administration in an attempt 
to circumvent credit restrictions. He willfully omitted dating com- 
munications in the furtherance of such schemes. He received a major- 
ity of all appraisals and inspections which were evenly divided be- 
tween himself, Dana McEwen, J. Bruce Robertson, and Ray C. Heuler. 
He appraised and inspected units which he knew would be served by 
his company. He refused to answer questions by investigators rela- 
tive to antedating appraisal reports. 

John M. Barber was dismissed as a fee appraiser and compliance 
inspector and indicted on the charge of conspiracy and being an in- 
terested person acting as a Government agent. 

Evidence discloses that Dana McEwen, Veterans’ Administration 
fee appraiser and compliance inspector, while serving as a fee ap- 
praiser and inspector for the Veterans’ Administration, engaged in 
various building activities with Francis G. Paige, assistant loan- 
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guaranty officer, including Harmon Homes, Inc., and Rolando Homes, 
Inc. He was also associated with Paige, Charles A. Dodge, and John 
M. Barber in the California Realty & Loan Co. McEwen appraised 
and inspected properties in which he had a financial interest. He 
signed inspection reports and collected fees for inspections when no 
inspections were made by him. He shared in appraisal fees when 
serving on committee panels without performing any work other than 
signing the appraisal reports. He employed an unapproved assist- 
ant who did a laree percentage of his appraisal and inspection work. 
McEwen, with the knowledge of Paige, received kick-backs on homes 
constructed for paraplegic veterans by Richard-L. Gardiner. Me- 
Ewen conspired and assisted in the submission of a false credit report 
on Calvin L. Edholm in connection with the construction of a home 
by Francis G. Paige and also made false statements to investigators. 

Dana McEwen was removed as a Veterans’ Administration fee ap- 
praiser and inspector and indicted on the charge of conspiracy and 
making false statements. 

Investigations disclosed that J. Bruce Robertson, Veterans’ Ad- 
ministration fee appraiser and compliance inspector, antedated re- 
ports of appraisal on two developments by the Dennstedt Co. Rob- 
ertson admitted that the purpose of antedating these reports, which 
was concurred in by Francis G. Paige, assistant loan guaranty officer, 
and Robert S. Wyman, Chief, Appraisal Section, was to permit the 
Dennstedt Co. to be exempt from credit restrictions. Robertson ad- 
mitted that it was common practice for committee panels appointed to 
conduct appraisals of tracts to permit the chairman of such panel to 
do most of the work and allow the members to share equally in the 
appraisal fees. Robertson employed an unauthorized assistant to 
conduct compliance inspections and appraisals. 


SUMMARY OF IRREGULARITIES ON THE PART OF OFFICIALS OF LENDING 
INSTITUTIONS 


Evidence developed by investigation casts considerable doubt on 
the statements of Roy E. Hegg, president and general manager, San 
Diego Federal Savings and Loan Association, that he was not famil- 
iar with certain irregular activities on the part of Alton B. Jackson 
and Wrelton L. Clarke, vice presidents of the San Diego Federal 
Savings and Loan Association. The San Diego Federal Savings and 
Loan Association paid Francis G. Paige $2,000 in cash, payments 
purportedly for the purpose of payment for overtime work in process- 
ing applications of veterans for housing submitted by the San Diego 
Federal Savings and Loan Association. This payment was made with 
the knowledge of Roy E. Hegg. 

Roy E. Hegg was indicted on the charge of intent to defraud the 
San Diego Federal Savings and Loan Association. 

Evidence discloses that while receiving the salary of $12,000 per 
year, Alton B. Jackson, vice president, San Diego Federal Savings 
and Loan Association, became associated with the Harmon Construc- 
tion Co. at a salary of $750 per month with Dana McEwen, Veterans’ 
Administration appraiser, and Francis G. Paige, assistant loan guar- 
anty officer. Jackson invested $2,000 in Rolando Homes under the 
name of J. P. Bennett and received a profit of $1,250 on his invest- 
ment. He also entered into an agreement with J. W. Anderson to 
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receive one-third of the profits from James Park and Plumosa Manor 
No. 2, which amounted to $111,000, to be divided between Jackson and 
Wrelton L. Clarke. This agreement was later voided when the trans- 
action was disclosed. Jackson was associated with Hubner Building 
Co. After investing $7,000, he shared in one-third of the profits with 
Clarke. The salaries and profits indicated above were absorbed into 
construction costs by the builders. Jackson was also associated with 
the California Realty & Loan Co., receiving a salary of $2,500 per 
— Jackson signed the voucher for payment of $2,000 in cash to 

rancis G. Paige, assistant loan guaranty officer. Jackson purchased 
the loan guaranty rights of numerous veterans, paying from $150 to 
$300 each for these rights to be used to acquire property in his own 
name. 

Alton B. Jackson, vice president, San Diego Federal Savings and 
Loan Association, was indicted on the charge of conspiracy and mak- 
ing illegal profits. 

vidence indicates that Wrelton L. Clarke, vice president, San 
Diego Federal Savings and Loan Association, was a partner in the 
Harmon Construction Co. at a salary of $750 per month. He owned 
an interest in’Rolando Homes, Inc., under the facade of James P. 
Bennett, brother-in-law of Alton B. Jackson. He entered into an 
agreement with J. W. Anderson for one-third interest in James Park 
and Plumosa Manor Unit No. 2 and was to divide equally with 
Alton B. Jackson in $111,000. He invested $7,000 in the Hubner 
Building Co. with Alton B. Jackson and each received one-sixth of 
the profits. The Harmon Construction Co. and Rolando Homes, Inc., 
was organized by Dana McEwen, Veterans’ Administration appraiser, 
and Francis G. Paige, assistant loan guaranty officer. Clarke pur- 
chased a veteran’s loan guaranty right and caused the veteran to 
submit a false statement to the Veterans’ Administration. 

Wrelton L. Clarke, vice president, San Diego Federal Savings and 
Loan Association, was indicted on the charge of conspiracy, making 
illegal profits and making false statements. 

Investigations disclosed that John Newman Haskell, Jr., vice presi- 
dent, Southern California Mortgage & Loan Corp., conspired with, 
aided and abetted Francis G. Paige, assistant loan guaranty officer, 
in falsifying and submitting to the Veterans’ Administration a 
fraudulent credit report pertainng to Calvin Lawrence Edholm for 
the purpose of qualifying Edholm for a loan which was negotiated 
through the Southern California ne & Loan Corp. and guar- 
anteed by the Veterans’ Administration. Paige used this entitlement 
to construct a home for his own use. A false credit report was sub- 
mitted for Edholm and Edholm was paid a sum of $300 by Paige for 
the use of his certificate of eligibility. 

John N. Haskell, vice president, Southern California Mortgage 
and Loan Association, was indicted on a charge of making false 
statements. 


SUMMARY OF IRREGULARITIES ON THE PART OF BUILDERS 


Evidence shows that the Cosgrove Building Co., Chris A. Cosgrove, 
president, gave $3,013.52 in building materials to Francis G. Paige, 
assistant loan guaranty officer, which he used in the construction of 
his home. The Cosgrove companies also paid Paige a total of $6,900 
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in weekly salaries. Cosgrove sold homes to veterans requiring a small 
down payment at the time the agreement was signed and when homes 
were finished he demanded a larger down payment. Those veterans 
who were unable to pay the increased down payment were required to 
sign promissory notes and second deeds of trust, which transactions 
were not reflected in the application submitted to Veterans’ Adminis- 
tration, thus causing the veterans to submit a false statement to the 
Veterans Administration. Subsequent investigations disclosed that 
housing constructed by the Cosgrove companies failed to meet mini- 
mum construction requirements. 

Chris A. Cosgrove was indicted on the charge of making false state- 
ments to a Government agency. 

Investigations disclosed that Roy R. Brockbank, vice president 
and general manager of the Cosgrove companies, purchased veterans’ 
loan guaranty rights for the purpose of obtaining 4-percent loans, 
thus causing veterans to submit false representations to the Veterans’ 
Administration. He attempted to induce one veteran to make a false 
statement to investigators. He circumvented credit restrictions on 
nine units developed by him known as Brockbank Terrace. Buildings 
constructed by him failed to meet minimum construction requirements. 
His company was favored by Veterans’ Administration personnel, 
especially Francis G. Paige, in the issuance of certificates of eligibility 
without awaiting confirmation. 

Roy R. Brockbank was indicted on the charge of bribery. 

Howard R. Mueller, general manager and vice president of the 
Cosgrove companies, was indicted on the charge of making a false 
statement to a Government agency. 

Investigations disclosed that Mobilhome Corp., Inc.——Kenneth A. 
Glazebrook, manager, and William B. Bettles, vice president and 
sales manager—donated approximately $850.64 in building materials 
to be used by Francis G. Paige in constructing his home. This com- 
yany also donated $331.03 toward repairs on the home of Charles A. 
Bedes, loan-guaranty officer. This company also donated gifts, such 
as cases of liquor, to Dodge, Paige, and Robert S. Wyman, Chief, 
Appraisal Section. 

Raaneth Glazebrook and William B. Bettles were indicted on the 
charge of bribery. 

Investigations disclosed that Vroman J. Dorman, attorney at law, 
was secretary-treasurer of Grossmont Homes, Inc. He was involved 
in an interlocking business relationship with Francis G. Paige and 
Grossmont Homes, and was indicted on the charge of perjury and 
conspiracy. 


SUMMARY OF MAJOR IRREGULARITIES DISCLOSED BY INVESTIGATION 


1. Veterans’ Administration employees and officials accepted gifts, 
bribes, and gratuities in violation of Federal statutes and Veterans’ 
Administration regulations. 

2. Veterans’ Administration officials engaged in business enter- 
prises with firms and organizations doing business with the Veterans’ 
Administration. 

3. Veterans’ Administration employees made false statements to 
the manager of the regional office regarding receipt of gifts, bribes, 
and gratuities and regarding their outside activities. 
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4. There was a widespread practice of purchasing veterans’ entitle- 
ment for loan guaranty by Veterans’ Administration officials, officials 
of lending agencies, and builders. 

5. Veterans’ Administration officials and builders conspired to alter 
and antedate appraisals and other documents for the purpose of cir- 
cumventing credit restrictions in violation of the Defense Production 
Act of 1950 and the President’s Executive Order No. 10161, dated 
September 9, 1950. 

6. Veterans’ Administration fee compliance inspectors submitted 
compliance inspection reports and received fees when no actual inspec- 
tions were ous. Veterans’ Administration fee appraisers conducted 
appraisals in their offices without surveying or visiting tracts. Fee 
compliance inspectors and appraisers employed unauthorized persons 
in accomplishing inspections and appraisals. 

7. Veterans’ Administration officials increased the reasonable value 
of property over and above established appraisals in numerous cases 
without justification or proper documentation. 

8. Officials of lending institutions shared profits derived from vet- 
erans’ projects, resulting in unjustified increases which were passed 
on to veteran purchasers. 

9. Veterans’ Administration fee appraisers and fee compliance in- 
spectors conducted inspections and appraisals of property in which 
they had an interest. 

10. Veterans’ Administration personnel allowed excessive costs for 
equipment such as water softeners. They also allowed excessive 
charges purporting to represent closing costs. 

11. Builders failed to meet minimum construction requirements in 
construction of veterans’ housing, which resulted in numerous com- 
plaints from veterans which were ignored by Veterans’ Administra- 
tion officials. 

12. Loan Guaranty officials failed to require submission of plans and 
specifications by builders and contractors at the time the request for 
appraisal was made. 

13. Certain building companies required illegal promissory notes of 
veterans, purportedly representing down payments, which resulted in 
veterans submitting false representations to the Veterans’ Adminis- 
tration. 

14. Loan Guaranty officials failed to fully utilize the services of 
approved compliance inspectors and appraisers. 

15. Five inspectors received 92 percent of total assignments, or 
$229,847.50, while the remaining inspectors over the same period of 
time received only $19,447.50. 

16. Loan Guaranty officials used Veterans’ Administration em- 
ployees in carrying out private and personal business during official 
duty hours. 

17. Loan Guaranty officials extended preferential treatment to cer- 
tain builders and lenders. 

18. Loan Guaranty officials joined with a contractor in exploiting a 
paraplegic veteran and raised his loan $1,000 without justification and 
in violation of the law. 

19. Veterans’ Administration personnel removed official papers 
from the files contrary to Veterans’ Administration regulations. 
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Summary or Reports or InvesriGatrtons or LoaAN-Guaranty AcrTIvI- 
TIES BY THE INSPECTION AND INVESTIGATION SERVICE OF THE VET- 
ERANS’ ADMINISTRATION 


In its report on the veterans’ education and training program (H. 
Rept. 1375), this committee presented the following conclusion: 

The Administrator of Veterans’ Affairs has failed to make effective use of the 
Inspection and Investigation Service. He has depended on the interested serv- 
ice for supervision reports. The Vocational Rehabilitation and Education Serv- 
ice has failed to detect serious irregularities in their operation through routine 
supervisory efforts. These irregularities have been detected belatedly by the 
Inspection and Investigation Service, which was prevented, by administrative 
decision, from making inspection surveys for the purpose of preventing ir- 
regularities. 

The committee has found that the observation quoted above is equal- 
ly applicable regarding the use of the Inspection and Investigation 
Service in connection with the loan-guaranty program. The Inspec- 
tion and Investigation Service has done an outstanding job in investi- 
gating and reporting irregularities assigned for their attention. The 
Administrator had not used the Inspection and Investigation Service 
to conduct an inspection program calculated to remove the cause of 
irregularities before such irregularities reach a serious proportion. 

It is recognized that normal administrative supervision is the re- 
sponsibility of the operating service. The technical personnel of the 
Loan Guaranty Service are capable of making examinations of the 
operation of a Loan Guaranty Division of a Veterans’ Administra- 
tion regional office and detecting irregularities in the operation of the 
Division. The Loan Guaranty Service is not equipped to undertake 
extensive field investigations involving criminal irregularities. The 
Loan Guaranty Service is particularly handicapped when it becomes 
necessary to go outside the Veterans’ Administration to gather evi- 
dence which has bearing on the operation of the Loan Guaranty 
Division. 

Investigators of the Inspection and Investigation Service are 
thoroughly familiar with the regulations and procedures of the Loan 
Guaranty Service and are competent to make routine inquiries into 
the operation of a Loan Guaranty Division. It is believed that the 
inspection phase of the program should be activated and the Inspec- 
tion and Investigation Service should be supported by the Administra- 
tor and the Congress with adequate appropriations to insure the op- 
eration of an adequate inspection program in addition to the investi- 
gations activities presently being carried out. 

The Inspection and Investigation Service has conducted investiga- 
tion into loan-guaranty activities in approximately 25 regional offices 
since the inception of the loan-guaranty program. ‘These investiga- 
tions, together with investigations conducted by this committee, have 
established that certain irregularities have existed on a widespread 
basis throughout the loan-guaranty operation. A review of the re- 
ports of the Inspection and Investigation Service, with particular 
reference to irregular activities on the part of loan-guaranty per- 
sonnel, lead to the following conclusions: 

1. Employees of the Loan Guaranty Division in the field offices 
have accepted gifts and gratuities on a widespread basis. 
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2. A considerable number of Veterans’ Administration and Loan 
Guaranty officials have used their positions to acquire homes and 
other real estate under questionable circumstances. 

3. Some loan-guaranty officials have accepted bribes and entered 
into conspiracies for their own private gain. 

4. Favoritism to fee appraisers and fee compliance inspectors has 
occurred in a number of oflices. 

5. Evidence has been developed in several offices indicating favorit- 
ism to certain builders by expediting handling of their cases and 
granting unjustified price increases and authorizing deviations and 
substitutions which favored the builder. 

6. Several cases have been developed where loan-guaranty officials 
engaged in real-estate activities such as construction and sale of homes 
and interests in lending agencies and real-estate companies, when such 
activities tended to conflict with the interest of the Government. 

Irregularities found by this committee in the operation of the Loan 
Guaranty Division in San Diego and Washington, D. C., are dis- 
cussed in detail in other sections of this report. The section of the 
report dealing with San Diego discloses a general criminal conspiracy 
between Government officials, lenders, and builders. The section of 
the report dealing with loan-guaranty operations in the Washington 
regional office discloses gross incompetence and favoritism toward 
certain builders and lenders. Reports of investigation by the Inspec- 
tion and Investigation Service of the Veterans’ Administration have 
been reviewed, and the following summaries are presented as ex- 
amples of irregularities found by the Inspection and Investigation 
Service: 


ALLEGED IRREGULARITIES AMONG THE STAFF AND EMPLOYEES OF THE VA 
REGIONAL OFFICE, MIAMI, FLA. (VA INSPECTION-INVESTIGATION REPORT 
OF JUNE 23,1950). 


From the evidence obtained and the facts established, the following 
conclusions are drawn: 

1. That the alleged activity and questioned relationship between 
both management and loan guaranty division staff with persons or 
agencies having official relations with the loan guaranty division is 
sustained as to the acceptance of considerable quantities of liquors and 
other gratuities, gifts, or presents by these VA employees on or about 
December 23, 1949, and that this irregularity constituted a violation 
of M5-2, part I, chapter 19, paragraph 19.13. 

2. That the manager of the regional office, through his participation 
in the acceptance of liquors and other gifts, both directly and through 
the loan ge yaad division and the supply officer, demonstrated a 
severe lack of managerial integrity and judgment in that he failed 
to anticipate a repetition of a situation which took place during 
December 1948 and failed during December 1949 to support and 
enforce the policy and regulations of the Veterans’ Administration 
in this matter. 

3. That the loan guaranty officer, through his participation in and 
support of the irregularity which involved the extensive acceptance 
of liquors and the probable use of those liquors in his office, and his 
further acceptance of other gratuities, gifts, or presents from persons 
or agencies having official relations with the loan guaranty division, 
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endangered the official relations between the loan guaranty division 
and persons or agencies having official relations with the loan guaranty 
division, violated the responsibilities vested in him, and ¢: aused war 

‘anted criticism of those irregularities which were in violation of the 
Oe ean of M5-2, part I, chapter 19, paragraph 19.15. 

That the preponderance of evidence contradicts the denial by the 
chit appraiser that he received liquor at the loan guaranty division 
on or about December 23, 1949, or that he heard any discussion con- 
cerning this matter ; and that his : alleged inability to recall the identity 
of donors of liquors to whom he allegedly returned liquors, demon- 
strates either an intended lack of cooperation during the investigation 
or such lack of memory ability as might jeopardize the quality ‘of his 
work as chief appraiser. 

5. That the acceptance of liquors, gifts, or presents, by management, 
stall, and subordinates of the VARO, Miami, on or about December 

23, 1949, is not a new development or practice but is a continuation of 
a similar situation which occurred during December 1948, and that 
the irregularity has now reached the point “where the general criticism 
and discussions throughout the regional office and the public criticism 
evidenced, raises a serious question as to the ability of the manager 
to maintain office morale and to govern the official relations between 
the VARO personnel and persons or agencies doing business with that 
regional office so that there will be no inclination or action on the 
part of the VA employees to seek or accept gratuities for official 
Toea rendered by them. 

6. As to an allegation that an unusual agreement occurred between 
the loan guaranty officer and a local construction company for the 
building of a house for him in Miami Shores, Fla., in that the con- 
tract price of $15,000 for a house meeting the specifications of the 
contract was far below the commercial market price in and about 
Miami and Miami Shores and could have been obtained only through 
the fact that the loan guaranty officer held a position in the VA re- 
gional office loan guaranty division which would be either an adver- 
tising asset to the builder or seller, or a strong medium of approach by 
the contractor or seller in his de: ilings with the loan guaranty 
division. 

7. That the unusual contract between the loan guaranty officer and 
the local construction company justly resulted in criticism outside the 
VA and could well lead to controversy between veterans seeking loans 
through the Loan Guaranty Division and the VA in the matter “of ap- 
praisals; and that this unusual relationship between the loan guaranty 
officer and this construction company was in effect a violation of 
M5-2, part I, chapter 19, paragraph 19.13, which provides that an 
employee, charged with the responsibility of making or recommend- 
ing awards of Government contr acts, or with administeri ing, directing, 
or passing upon the performance of such contracts, is expected to 
conduct his personal and private business relations in such a manner 
as to preclude allegations of favoritism or prejudice with respect to 
any person having business relations with the VA and to avoid any 
act which might discredit or embarrass the VA. 

8. That a fee basis appraiser for the VA regional office, Miami, in 
his statement that a house built to the specifications such as governed 
the building of the loan guaranty officer’s house by the construction 
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company mentioned above, could be built for $12,000 or $12,500 (al- 
though the project was appraised at $17,348 exclusive of cost of land) 
was an endeavor on the part of this fee appraiser to defend the loan 
guaranty officer’s position in contracting for the construction of the 
house at a cost of $15,000 and at the same time an effort on the part 
of this fee appraiser to defend his original appraisal of $17,348 by 
making a false representation in his letter dated June 2, 1950, ad- 
dressed to the VA; and that a question should be raised concerning 
this fee appraiser’s dependability and loyalty to the VA program 
and the advisability of the continued use of his service as fee basis 
appraiser. 


ALLEGED IRREGULARITIES IN THE LOAN GUARANTY PROGRAM OF THE 
VETERANS’ ADMINISTRATION REGIONAL OFFICE, PROVIDENCE, R. I. 


Investigation was authorized as the result of evidence presented 
before the November 1950 term of the United States district court 
grand jury, district of Rhode Island. Several indictments were re- 
turned in connection with the Greenwood Highland Plat, Warwick, 
R. I., a subdivision of 14 homes, all of which were sold to veterans 
with loans guaranteed by the Veterans’ Administration. Although 
no Veterans’ Administration employees were indicted, the grand 
jury submitted a memorandum to the Attorney General, Department 
of Justice, which amounted to a scathing denunciation of the em- 
ployees of the VA regional office, Providence, R. I. This memo- 
randum was referred to the Administrator, following which a special 
representative of the loan guaranty service visited the regional office. 
His report indicated that the caliber of performance of employees 
of the Loan Guaranty Division measured to a high level of competency, 
and that there apparently was nothing which justified the sweeping 
character of the grand jury report. It was later learned that an as- 
sistant United States attorney had taken serious objection to this 
report, indicating that he felt that the voluminous record of the De- 
partment of Justice had been ignored and that the report was an 
attempted whitewash of the grand jury’s allegations. Conferences 
between the Solicitor and representatives of the Department of Justice 
disclosed that they felt that a complete investigation should be con- 
ducted by the Inspection and Investigation Service, and investigation 
was accordingly authorized. 

In 12 of the 14 Greenwood Highlands cases (which were appraised 
from plans and specifications), the loan guaranty certificates were 
issued and mailed by the VA before the ene inspection reports 
were received and/or approved. The compliance inspector, who was 
indicted, executed and/or completed the inspection reports at the 
regional office in the presence of the construction analyst, who per- 
functorily approved them. These reports were not procured until 
after the Veterans’ Administration began to receive complaints from 
the veteran purchasers and although they were completed on or about 
December 14, 1949, they were purportedly dated from August through 
November 1949. The compliance inspector had not received adequate 
instruction or supervision, and not a single inspection or field review 
was made during construction by any Veterans’ Administration offi- 
cial. The loan guaranty officer was dilatory in taking action on their 
complaints and the veterans were not accorded the consideration to 
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which they were entitled. They were denied access to plans and speci- 
fications and generally treated in such a manner that they believed 
they had been given the brush-off or run-around. 

The allegations of the grand jury were generally sustained insofar 
as the Greenwood Highlands cases were concerned, and fully justified 
in certain instances insofar as the over-all operation was concerned. 
The loan guaranty officer, the assistant loan guaranty officer, the con- 
struction analyst, ‘and assistant chief, appraisal section, as well as two 
former chief appraisers, failed to assume and effectively exercise the 
administrative and supervisory responsibilities of their positions ; were 
not conversant with their own regulations and were indifferent and 
lackadaisical in protecting the interests of the Government and the 
veterans. Compliance inspection procedures of TB 4A—14 and 4A—42 
were not implemented until approximately 2 years after they became 
effective; GS-2 and GS-3 clerks reviewed and approved certifications 
of loan disbursement, and loan guaranty certificates were issued with- 
out evidence of completion of the properties in accordance with plans 
and specifications; only one or two compliance inspections were made 
in some cases, while in others none were made; inspection reports re- 
ceived only a perfunctory review, unauthorized and/or excessive ap- 
praisal and compliance inspection fees were approved; compliance 
inspectors were not properly instructed or supervised and field reviews 
were not made; the endorsement of plans and specifications as required 
by TB4A-56 and 44-89 was not procured; VA minimum construction 
requirements were waived in violation of ‘TB 4A—89 (Public Law 475, 
8ist Cong.), and the loan guaranty officer submitted an inaccurate and 
incomplete report to central office; and the provisions of TB 4A-91 
were violated by the loan guaranty officer in recomputing the entitle- 
ment of an employee. Although no evidence of collusion between 
Veterans’ Administration employees and builders and/or sponsors wes 
developed, it was found that reasonable values were frequently estab- 
lished in amounts in excess of the fee appraisers’ recommendations, 
without evidence of justification. The relationship between the loan 
guaranty officer and assistant loan guaranty officer is inharmonious and 
not conducive to efficient operation. The loan guaranty officer violated 
the provisions of VA Manual M5-2, part I, paragraph 19.13b, in ac-- 
cepting and/or knowingly permitting one doing business with the 
Veterans’ Administration to contribute gifts of liquor, cigars, and 
candy to the annual Christmas parties. 





ALLEGED IRREGULARITIES IN THE LOAN GUARANTY DIVISION, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, WILMINGTON, DEL. (JUNE 24, 1952) 


This investigation was predicated upon allegations of irregularities 
submitted by an individual residing in Wilmington, Del., whose 
identity could not be determined during the course of the invest igation. 
Ina letter from this individual to the Honorable Newbold Morris, Fed- 

eral investigator, Department of Justice, dated March 21, 1952, a copy 
of which was received by the Administrator of Veterans’ Affairs, it was 
alleged that the loan guaranty officer, VARO, Wilmington, Del., has 
through graft and undue influence during the 5 years that he has been 
in office been able to purchase a home with a real value of between 
$30,000 and $45,000 and has been able to establish a liquor business 
valued at about $20,000 to $25,000, and that both the home and business 
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were provided by a Wilmington building contractor; that the liquor 
business was incorporated as a subterfuge ; that the loan guaranty 
officer spends time at the liquor store during office hours; that his best, 
customers are persons doing business with the Veterans’ Administra- 
tion; and that the veterans in this area have been “gypped” through his 
favoritism to a few builders. 

While there is no evidence that the loan guaranty officer accepted 
any monetary consideration from anyone doing business with the VA, 
he did utilize the influence incidental to his official position as a means 
of promoting his personal business affairs. In 1948, the loan guar- 
anty officer prevailed upon the Wilmington contractor alleged to have 
provided the home and business mentioned above, who since 1935 had 
confined his activities to development of multiple unit subdivisions, 
to construct a custom-built home for the loan guaranty officer. In 
1950, under an agreement with this contractor, this home was sold and 
a larger, more valuable residence acquired from him, and in addition 
thereto, the loan guaranty officer is leasing space for his liquor store 
from the contractor. ‘These business transactions between the loan 
guaranty oflicer and the local contractor are widely known in the 
community and have been the source of considerable adverse com- 
ment and criticism and suspicion that he is favoring this particular 
contractor in the issuance of guaranties on the properties constructed 
by him. It is further indicated that the loan guaranty officer did 
favor this contractor by expediting his cases, permitting substitution 
of materials in homes being constructed by him without making a cor- 
responding reduction in reé easonable value; and that some increases in 
reasonable value which were granted to this contractor were made 
under suspicious circumstances tending to indicate that he was more 
liberal with him than with other builders. 

The loan guaranty officer is tactless, domineering, sarcastic, and 
inconsiderate in his attitude and relationship, not “only with loan 
guaranty employees, but with many persons having official business 
de: lings with that division and this attitude and deme: anor, together 
with his known personal dealings with the contractor mentioned 
above, has created a low state of morale among the employees of the 
loan guaranty division and has abetted the feeling of criticism of the 
loan guaranty officer and a loss of respect for the Veterans’ Adminis- 
tration by persons having official business with him. While no gifts 
were received by the loan guaranty officer from persons having of- 
ficial business with the V A. all other employees in the division had 
accepted gifts of various kinds from such sources at Christmas 1950 
and 1951. Various other administrative irregularities, deficiencies, 
and deviations from procedure were discovered to exist in the loan 
guaranty division. 


THE CONDUCT OF THE SENIOR CONSTRUCTION ANALYST, LOAN GUARANTY 
DIVISION, VA REGIONAL OFFICE, DETROIT, MICH. (VA INSPECTION-IN- 
VESTIGATION REPORT OF MAY 29, 1952) 


During the course of an investigation into alleged irregularities in 
the loan guaranty program at the Detroit regional oflice, it came to the 
attention of the investigators that the recent acquisition of a home 

valued upward of $30,000 by the senior construction analyst was a mat- 
ter of interest to a Senate investigating committee. When, in the 
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initial attempts to ascertain how he had acquired this residence, it 
was ascertained that he had run some $80,000 through one of his 
checking accounts in the last few years, a full inquiry into his financial 
transactions was undertaken. 

Due to the fact that this construction analyst allegedly did not keep 
adequate records of his financial transactions the investigators were 
forced to resort to spot-checking various items. Although all items 
checked were not resolved to the entire satisfaction of the invest igators, 
in no instance was it found where the construction analyst made de- 
liberate misrepresentations as to the source of his funds. Much of 
his resources were traced to inheritances he and his wife had received 
from their parents. 

It was ascertained that this construction analyst and his wife had, 
in her name, invested $16,000 of their joint funds in the buil: ling enter- 
prise of his brother. Eleven of the residences constructed Dy this 
brother were sold to veterans and financed through the medium of GI 
loans. These loans were processed through the loan-guaranty division 
of the Veterans’ Administration regional office, Detroit, in which office 
the subject construction analyst was employed. The evidence as to 
whether or not he attempted to influence the reasonable value placed on 
these houses by the Veterans’ Administration is conflicting. 

He did not disclose his interest in the enterprise of his brother to his 
supervisors. In November 1951, he received a reprimand for accepting 
gifts from persons and/or firms doing business with the Veterans’ 
Administration. 


ALLEGED IRREGULARITIES IN THE LOAN-GUARANTY DIVISION, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, DETROIT, MICH. (VETER \NS’ ADMIN- 
ISTRATION INSPECTION-INVESTIGATION REPORT DATED JUNE 11, 1952) 


This investigation was based upon the allegation that a local morv- 
gage company was (1) overcharging veterans on mortgages, and (2) 
was receiving preferential treatment from certain members of the 
loan-guaranty division of the Veterans’ Administration regional office, 
Detroit. This mortgage company is a broker and servicing agent for 
the FNMA. They advertise themselves as “Michigan’s Largest Mort- 
gage Company.” 

‘T'wo of the three officers of the above mortgage company, a family 
corporation, are also partners in a realty company which was activ: ated 
on September 18, 1951, and rented office space on December 1, 1951. 
So far as can be ascertained, the office has not been staffed and the 
operations of the realty company are carried out in the offices of the 
mortgage company. The realty company in question is not licensed by 
the State of J ichigan to operate as a real- estate broker. 

The mortgage company has collected excessive fees direct from a 
local builder for making GI loans on properties being sold by the 
builder. Recently they “have required him to pay these fees to the 
my company mentioned above through another realty company 
which has the exclusive sales agreement with this builder. The fees 
paid the realty mr any by the ; realty company holding the exclusive 
sales agreement with the builder are furnished by the builder and the 
realty company to whom the fees are paid does not aid in the sale of the 
properties. The services of this company are apparently confined to 
processing papers at the mortgage company. The mortgage company 
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charges the veterans the 1 percent allowable fee. The fees paid to the 
second realty company by the builder are the maximum fees generally 
paid real-estate agents in this area for selling GI homes. The addi- 
tional fees paid to the first-mentioned realty company cause the total 
commissions paid by the builder to exceed the maximum fees generally 
paid in this locality for the sale of any type of residential property. 

This mortgage company has collected excessive fees for making GI 
loans from builders and realtors other than the one mentioned above. 
They have also collected unauthorized closing fees from veterans. The 
builder mentioned above has collected appraisal fees from veterans in 
vases where the property was included in a committee appraisal. The 
matter has been brought to his attention but he has assumed an 
uncooperative attitude. A spot check was made on April 12, 1952, and 
it appears that this builder is making no effort to make adjustment 
with the veterans he has overcharged. 


ADDITIONAL ALLEGED IRREGULARITIES ON THE PART OF VA EMPLOYEES IN 
THE LOAN-GUARANTY PROGRAM, VA REGIONAL OFFICE, DETROIT, MICH. 
(VA INSPECTION-INVESTIGATION REPORT DATED JULY 12, 1951) 


It was established that the chief appraiser, Loan Guaranty Division, 
VA regional office, Detroit, Mich., purchased materials through vari- 
ous builders in order to get the builder’s discount and used a builder’s 
rough carpentry crew to “rough in” his house at no profit to the 
builder, but it was not established that the mortgagee required a 
builder to “rough in” the house at his own expense. 

There is considerable friction between the chief appraiser and the 
assistant chief appraiser. The morale of the employees in the ap- 
praisal section is not good, there is friction among various employees, 
and the Appraisal Section is rather disorganized. 

The chief appraiser has not been in full accord with the use of the 
Cost Data Handbook and the policy of central office that no premium 
is to be considered in arriving at the total replacement and, as a result, 
there has developed considerable difference of opinion and friction in 
the establishing of the reasonable values to the extent that it has 
interfered with the efficient operation of the Appraisal Section. 

Considerable friction and difference of opinion has developed be- 
tween the construction analyst and the chief appraiser over the ap- 
proval of designated appraisers as compliance inspectors and the 
operation of the inspection program. 

The chief appraiser and another appraiser have had business rela- 
tionships with those doing business with the Loan Guaranty Division 
contrary to VA Manuel M5-2, part I, paragraph 19.13a. 

The former examiner, Examining Section, who resigned May 11, 
1951, favored a particular mortgage company in the processing of 
their cases and had business relations with those doing business with 
the Loan Guaranty Division. 

Of the 36 employees of the Loan Guaranty Division from whom 
information was obtained, 34 of them acknowledged that they had 
received gifts at Christmastime 1950 from those doing business with 
the Loan Guaranty Division. 

Prior to Christmastime 1950 it was a common practice for builders, 
mortgagees, and others doing business with the Loan Guaranty Divi- 
sion to bring into the Division boxes of candy, cartons of cigarettes 
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and boxes of cigars for the employees as a group. This was known 
to loan- guaranty officer and he made no attempt to stop it until the 
manager issued the office memorandum dated December 15, 1950. 
Many of the builders, mortgagees, and others doing business with the 
Loan Guaranty Division have passed out baseball tickets, football 
tickets, and tickets to other sporting events to employees of the Divi- 
sion, and the loan-guaranty officer acknowledged that he had been the 
recipient of some of the tickets. Many of the builders and mortgage 
companies have a Christmas party or open house at Christmastime 
and employees of the Loan Guaranty Division are invited and attend. 
One mortgage company each year has taken a group of employees of 
the Loan Guaranty Division on a boat trip in the Detroit River, pro- 
vided drinks, and taken them to dinner at the Grosse Point Yacht 
Club. These cruises were known as to the loan-guaranty officer and 
he acknowledged that he had been on at least one of the trips. The 
employees who received gifts acknowledged that they had read the 
memorandum of December 15, 1950, and “most of them admitted the 
receipt of the gifts was in violation of the memorandum. Listed below 
are examples ‘of the types of gifts which 34 of the 36 employees in 
the Loan Guaranty Division acknowledged receiving : 

Appraiser, Appraisal Section : Five bottles of whisky, a basket 
of fruit, a chafing dish filled with fruits and nuts, a punch bowl 
filled with Christmas “goodies,” four turkeys and two hams, a 
bottle of wine and a fruit cake, a carving set, some linens, and 
gift certificates totaling $95. 

Appraiser, Tr > ck aisal Section: A box of assorted canned meats, 
a $10 gift certificate, several bottles of whisky, two turkeys, a 
ham, a basket of fruit, a set of knives, a magazine subscription, 
and a smoking stand. 

Appraiser, Appraisal Section: A bottle of whisky, two boxes 
of candy, a turkey, a set of knives, two shirts, a basket of fruit, a 
bushel of oranges, a smoking stand, a $10 gift certificate; and he 
was of the opinion that he had received some other gifts, but could 
not remember them. 

Construction analyst, Appraisal Section : Four bottles of 
whisky, wine, 2 pounds of bacon, a 2-pound box of candy, gift 
certificates totaling $40, a 2-pound fr itit cake, a ham, a turkey, an 
inexpensive pipe, a basket of oranges, a 1-year subscription to 
Coronet magazine, and a half bushel of apples. 

Loan-guaranty officer: The loan-guaranty officer claimed that 
he could not remember the gifts he received or who they were 
from. He stated, “I received gifts, such as a turkey, ham, a 
bottle of liquor, cigars; items such as that I received.® He also 
acknowledged that he had received a $10 gift certificate which 
he used, but again claimed that he could not remember who he had 
received it from. 

The second interim report on the Detroit, Mich., VA regional office— 
subject, Alleged Irregularities in the Loan Guaranty Division, VA 
Regional Office, Detroit, Mich., dated May 14, 1952, submitted by VA 
inspector-investigators, ‘contains information indicating i Ir regularities 
on the part of builders and VA employees which were to be dev ‘eloped 
by the inspection-investigation service. Reference was made in that 
report to an affidavit dated April 30, 1952, signed by a local builder, 
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in which he alleged that he had given checks and/or cash to certain 
VA employees for the purpose of getting favorable approval of 
veteran-purchasers credit, and the expediting of final inspection re- 
ports, etc. 

Investigation disclosed that this builder had given the former loan- 
guaranty examiner checks totaling $800 after he had left the VA and 
cash, of which the amounts and dates of payments were not deter- 
mined; that he had given a former appraiser, while he was still em- 
ployed by the VA, a check in the amount of $100 and an undetermined 
amount of cash; that he alleged he gave the assistant secretary of a 
lending company approximately $400 for the purpose of his paying 
this money to an appraiser who is still employed by the VA as an 
appraiser in charge of veterans’ complaints; however, it was not de- 
termined that this individual had actually paid any of this allleged 
money to this appraiser. Investigation further disclosed that the 
assistant secretary of the lending company mentioned above and other 
representatives of his company accepted checks from a second builder 
and that the builder who had signed the affidavit dated April 30, 1952, 
accepted checks from a third builder for the alleged purpose of ob- 
taining assistance in the processing of loans; however, it was not 
determined that a part of this money was given to any VA employee. 
Information was obtained that other builders had given money and/or 
gifts to the former loan-guaranty officer, the former appraiser who 
had accepted $100 from the builder while employed by the VA, as 
described above, and probably other VA employees; that the appraiser 
in charge of veterans’ complaints mentioned above had purchased a 
television set at a discount without making any down payment through 
the assistance of a local builder. 

Prior to about November 1951 there was a large backlog of work in 
the Appraisal and Examining Sections of the Loan Guaranty Division 
and it was customary for representatives of builders and lenders to 
regularly visit the office and request that some of the cases be expedited. 
Investigation disclosed that although instructions had been issued 
that approval must be given by the loan-guaranty officer and/or the 
assistnt loan-guaranty officer in order to expedite a case; this was 
not enforced. During this period the builder who signed the affidavit 
dated April 30, 1952, mentioned above, obtained favorable action on 
the credit of certain veteran purchasers and final inspection reports 
were expedited for him in a number of cases, which caused him to make 
substantial payments for this assistance. There were a number 
of instances where the third inspection reports were inaccurate, which 
has resulted in veteran complaints, some of which are still adjusted, 
such as in the use of common for face brick and Currier windows 
instead of standard double hung sliding windows. Since central of- 
fice (VA) survey of the Appraisal Section in November 1951 and 
examinations, which eliminated a number of the fee compliance in- 
spectors, the VA has been getting better inspection reports. At the 
present time there is no appreciable backlog in either the Appraisal or 
Examining Sections and the acting loan-guaranty officer, since his ar- 
rival, February 18, 1951, has required that either he or the assistant 


loan-guaranty officer must approve all cases where the processing is to 
be expedited. 
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ALLEGED IRREGULARITIES IN THE LOAN GUARANTY DIVISION, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, LUBBOCK, TEX. (VA INVESTIGATION 
REPORT DATED MARCH 4, 1952) 


The investigation in this instance disclosed: 

(a) That a VA appraiser and compliance inspector, Odessa, Tex. 
conducted at least two compliance inspections and submitted to the 
Veterans’ Administration, VA Forms 4-1849, Compliance Inspection 
Report, under date of December 21, 1950, and January 24, 1951, on 
property owned and being constructed by him, indicating the builder 
to be a subcontractor; that, in the submission of these reports, this VA 
appraiser and compliance inspector certified that he had no interest, 
present or prospective. 

(6) That this same VA appraiser and compliance inspector con- 
structed a home at Lubbock, Tex., in 1949, and arranged for a conven- 
tional loan which was secured by mechanic’s liens executed in favor of 
two VA employees assigned to the Loan Guaranty Division. 

(c) That he attempted to obtain “side payments” from veterans who 
purchased houses constructed by him at Odessa, Tex. 

(dq) That he assumed the prerogatives of a VA representative in 
securing a letter from an oil company pertaining to the income of a 
veteran. 

(e) That he made slight deviations from plans and specifications 
in the construction of a house purchased by a veteran. 

(f) That a second VA fee appraiser, Odessa, Tex., permitted de- 
viations from plans and specifications in a house constructed by the 
VA appraiser and compliance inspector mentioned in paragraphs (a), 
(6), (ce), (d), and (e) above and purchased by a veteran. 

(g) That the second VA fee appraiser permitted the first mentioned 
appraiser to make the first compliance inspections on at least two houses 
constructed by him and accepted a fee for the inspections, even though 
he did not make them. 


ALLEGED IRREGULARITIES IN THE LOAN GUARANTY DIVISION, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, OKLATIOMA CITY, OKLA. (VA INVES- 
TIGATION REPORT DATED JULY 21, 1952) 


Alleged irregularities included acceptance of gifts by e mployees of 
the Loan Gu: aranty Division, increasing the reasonable value of prop- 
erty appraised without justification, favoritism to builders and certain 
fee-basis appraisers to the de ‘triment of veterans and the Government 
and other irregularities. 

It was established that employees had accepted gifts and gratuities 
from ones doing business with the VA, such as merchandise gifts 
valued at $25, whisky, hams, turkeys, and boxes of fruit. 

Some of the employees in the Appraisal Section have raised the 
reasonable value of properties without justification and there was 
indicated favoritism to builders to the detriment of the veterans and 
the Government. ‘There was also an indication of favoritism to cer- 
tain fee-basis appraisers.. The staff employees of the Appraisal Sec- 
tion are not using the Cost Data Handbook in the review of appraisal 
reports and no cost estimate is being prepared in panel appraisals, A 
compliance inspector has been assigned on ‘each panel appraisal 
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although not sharing equally in the fee. In addition in many cases 
a compliance inspector and 1 fee appraiser were assigned on a panel 
appraisal where as many as 20 units were involved. No examination 
has been held for the compliance inspectors as recommended in All 
Station Letter dated January 16, 1952. 

In one case involving 71 houses the compliance inspector at the 
request of the builder submitted inspection reports before the houses 
were complete, without noting the noncompliance items. In addition 
improper escrow agreements were approved by the loan-guaranty 
officer. The Apprais: il Section has followed the practice of having a 
“special final” inspection made by the designated fee appraiser in 
cases where the FHA has made the inspections. No record or tally 
had been established to control assignments to fee personnel. 

In one case it was alleged that the loan- -guaranty ice had removed 
from the files and destroyed a memorandum recommending that the 
houses not be approved for guaranty. It was established that the 
memorandum had been prepared, and was removed from the files, but 
it was not established who had removed it. 

The assistant loan-guaranty officer sold his house to a veteran and 
the veteran contends that he used his a to promote the sale, 
basing his complaint on the fact that he paid $9,700 for the house and 
4 months later was advised that the house would only sell for about 
$7,000. It was not established that the assistant loan-guaranty officer 
hi a used his position to promote the sale, but he did use poor judg- 
ment, in that he did not follow the usual procedures in requesting 
appraisal of the property. 





ALLEGED IRREGULARITIES IN THE LOAN GUARANTY DIVISION, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, LOS ANGELES, CALIF. (VA INVESTI- 
GATION REPORT DATED NOVEMBER 24, 1950) 


The chief appraiser and the loan guaranty officer interceded with 
the City Council of Los Angeles in behalf of certain builders in an 
effort to secure rezoning action by the council to the benefit of the 
builder. A procedure was established in the regional office where 
builders were charged a 50-cent fee for the issuance of each certificate 
of reasonable value. Twenty-five cents of the fee was paid to several 
employees in the Loan Guaranty Division and twenty-five cents was 
retained by the chairman of the committee of fee appraisers. The 
preparation of the certificate of reasonable value is a normal operation 
of the Loan Guaranty Division and there is no justification for extra 
charges for this service. 

The chief appraiser entered into a questionable transaction in the 
purchase of a boat. He borrowed $3,000 from a builder doing busi- 
ness with the Veterans’ Administration. Files in the Loan Guaranty 
Division reflect that the chief appraiser was instrumental in granting 
increases in the reasonable value of property in which the builder was 
interested. 

The chief appraiser and the loan guaranty officer allowed lists of 
employees of the Loan Guaranty Division to be circulated during the 
holiday season to builders and lenders. Virtually every employee of 
the Loan Guaranty Division received numerous Christmas gifts from 
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builders and lenders. Outlined below is a list of the gifts received 
by the loan guaranty officer during the 1949 Christmas season. 


1. Fifty-seven gifts from persons or organizations doing business with the 
VA, including a little cart of fruits, cherries, ete. 

2. Two boxes of cigars 

3. Automatic pencil 

A box of nuts 

Candied fruit 

Six bottles of liquor from various builders 

A turkey 

8. A silver dollar tie clasp 

9. A billfold valued at $12.50 

10. A gift certificate in the amount of $15 and “a bottle of liquor here and 
there,” and also pens and pencils from sources not recalled 


Outlined below is a list of the gifts received by the chief appraiser 
during the 1949 Christmas season. 


1. Couple of cases of liquor from various sources 

2. Two turkeys from two different building companies 

3. Two bottles or magnums of champagne from some source 

4. Several boxes of cigars, source not recalled 

5. One radio from a lending association, valued at approximately $35 

6. One combination pen and drop-numeral electric clock, valued at approxi- 
mately $135 from a builder 

7. Three merchandise gift certificates, value $55, from one source or 
another 

8. Several sacks of nuts from sources not recalled 

9. A basket containing various and sundry items not enumerated from a 
builder 

10. One ham, source not indicated 

11. Silver dollar tie clasp from a construction company 

12. In addition to the items above he received a garbage-disposal unit valued 
at approximately $90 from a real-estate operator, several months 
before investigation was conducted. 

13. A discount on a Kelvinator refrigerator of $100, about August 1949 from 
the manufacturer 

14. A desk calendar and cigarette lighter a couple of years ago, source not 
given 

15. A portable bar in 1946, which he asked the donor to take back 

16. A case of Scotch liquor about Christmas 1949, the source of which he 
could not recall 

17. A case of Scotch whisky, alleged by the sales manager of a building com- 
pany in Whittier, Calif., given to the chief appraiser sometime during 
early part of 1950, as a result of his having made certain changes for 
him, personally, in pen and ink, on certificates of reasonable value on 
certain properties in the tracts handled by the salés manager 

18. Case of liquor on August 8, 1950, as a birthday gift from a designated 
appraiser for the VA 


The gifts received by the loan-guaranty officer and the chief ap- 
praiser are typical of those received by key loan guaranty officials. 
An examination of loan-guaranty files indicated that the chief ap- 

raiser and his assistant had increased reasonable values established 
3 appraisal panels on various tracts of land and units under con- 
struction. In some instances these increases were granted without 
a request or appeal by the builder. There is no justification in the file 
to support the increase in some instances. There was a definite indi- 
sation of favoritism by the Appraisal Section toward certain build- 
ers. Asa result of these deficiencies, the manager of the Los Angeles 
regional office was reprimanded, charges were preferred against the 
loan-guaranty officer, the chief appraiser, the assistant ry 
appraisal review section, and the construction analyst. The loan- 
guaranty officer, the chief appraiser, and the construction analyst re- 
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signed and the assistant supervisor of the approisal review unit was 
reprimanded. 


ALLEGED IRREGULARITIES IN THE LOAN-GUARANTY DIVISION, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, SAN ANTONIO, TEX., (VA INVESTIGA 
TION REPORT, OCTOBER 1950) 


A former chief appraiser of the Loan Guaranty Division engaged 
in drawing plans for a fee for builders and developers doing business 
with the Loan Guaranty Division. A former assistant chief appraiser 
requested an interest in a proposed building development. The loan- 
guaranty officer and employees of the Loan Guaranty Division ac- 
cepted gifts, gratuities, and discounts from firms doing business with 
Loan Guaranty Division, despite repeated warnings from the manager. 


STATEMENTS BY HOME BUILDERS AND VETERANS’ SERVICE 
ORGANIZATIONS 


STATEMENT OF THE NATIONAL ASSOCIATION OF HoME BUILDERS 


ACTION BY HOME BUILDERS TQ MAKE VETERANS’ HOME LOAN GUARANTY PROGRAM 
A SUCCESS 


In a tremendous production effort surpassing all anticipated goals, the home- 
building industry of America sought to meet the most sorely felt need of the 
United States after World War II, the need of adequate housing for its returning 
veterans and their families. ‘The sheer magnitude of the task and its fulfillment 
cannot be pictured by statistics, but the following figures do show, by comparison, 
the productivity of American home builders. 

Reports from the Economic Cooperation Administration show these housing 
production figures of foreign countries: United Kingdom, total postwar through 
June 1950, 680,000 new units; Italy, total postwar through 1949, 250,000 new 
units; Germany, postwar through June 1950, 800,000 including conversions and 
repaired units. In contrast, the Bureau of Census reports for the United States 
for the period 1940-50 show an increase in dwelling units of 8,550,000 and since 
that time another 2 million new homes and apartments have been erected. 

The Veterans’ Administration home loan guaranty program and Federal Hous- 
ing Administration insured loans have played a major part in this postwar pro- 
duction. Figures on the veterans’ loan guaranty program through June 1952, 
for example, show a total of 1,378,000 approved loan guaranties. 

From 4 to 5 million World War IT veterans, it has been estimated, will have 
taken advantage of the home loan guaranty before their eligibility expires in 
June 1957. In addition, under the recently enacted Korean GI bill ( Veterans’ 
Readjustment Assistance Act of 1952), 870,000 veterans of the Korean war 
already back in civilian life are now eligible for the home loan guaranty program. 
Hundreds of thousands more will be eligible as soon as released from the service. 


SUCCESS OF NAHB PROGRAM OF VOLUNTARY WARRANTS AND AID TO VETERANS 


Organized during World War II, the National Association of Home Builders 
of the United States has a membership of approximately 25,000, grouped in 195 
aftliliated associations. It has been estimated that the members of NAHB build 
approximately 75 to 80 percent of all new housing in metropolitan areas. NAHB 
is the only national spokesman for the private residential construction industry. 

Through NAHB and its local affiliated associations, some of which have been 
in existence for many years, home builders have worked vigorously to maintain 
and improve the equality of homes built for American home buyers. The NAHB 
code of ethics includes the affirmation that “American homes should be well 
designed, well constructed, and well located * * *.” The NAHB policy state- 
ment for 1952 affirms that “as part of a progressive industry, which recognizes 
its responsibilities to the American public, the members of this association stand 
behind the homes they build.” 

Pursuant to these general principles, NAHB has attempted to develop a model 
form of warranty which it could encourage (and perhaps ultimately require) 
its members to use. If found that it was extremely difficult, and in fact virtually 
impossible, to develop such a form of warranty which would be equitable and 
fair under all circumstances, both to buyer and builder. This difficulty arises for 
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two reasons, (1) a warranty is a technical form of legal document, the exact 
effect of which is governed by the decided cases in a particular jurisdiction, and 
(2) local customs, preferences and, therefore, legal effect differ in various juris- 
dictions. We found, therefore, that a model form of warranty as such raised 
more problems than it solved. 

From this experience, we thereupon developed a suggested form of home-owners 
service policy to be used together with a manual of information, Welcome Neigh- 
bor (copies of both are enclosed with this statement.) These follow the theory 
of the automobile industry, i. e., that the customer should be informed on the 
proper care of his new house and should have a clear statement in writing that 
the builder recognizes his responsibility to cure defects which may occur. 

The use of these documents is now part of NAHB policy. 

A survey conducted in June 1952 revealed that of 96 percent of those affiliated 
local associations reporting, have either adopted or are now considering the 
adoption of the use of the service policy and booklet. It should be realized, of 
course, that for years, many builders have issued warranties of various kinds 
adapted to conditions prevalent in their area. Many siill continue so to do. 
Experiences show that national competition in the industry soon forces all 
builders in an area, even nonmembers of NAHB, to issue some form of assurance 
once the leading builders in an area do so. 

It is the position of this association, therefore, that continuance of its cam- 
paign to obtain 100-percent use of the home owners service policy as a voluntary 
matter upon the part of reputable businessmen in the industry, is the quickest 
and surest method of eliminating the irresponsible builder. 

As another demonstration of this same point, several affiliated local associa- 
tions have entered into blanket bonded contracts with insurance companies 
under which sales deposits with any builder member of the association are pro- 
tected. This practice likewise is growing rapidly. It will inevitably require all 
builders appropriately to assure their customers that their down payment will 
be refunded, if necessary. 

The committee should be aware also of the constant efforts of NAHB to im- 
prove technical knowledge and competence of the building industry in order to 
reduce customer complaints due to poor work. NAHB maintains a technical 
service department for this purpose. One of the major projects of the associa- 
tion during the past 2 years has been a series of operation trade secrets meetings 
at which those builders, who have proven most successful in improving construc- 
tion techniques and lower costs, disclosed their knowledge for the benefit of the 
entire industry. (See attached brochure.) 

The association has also fostered the formation within local affiliated associ- 
ations of grievance committees charged with the duty of hearing complaints 
from those veterans and other home buyers who claim to have had difficulty 
obtaining satisfaction from builders. These committees have performed a valu- 
able service to home buyers and builders alike in arriving at fair decisions as to 
disputed matters, frequently not easily resolved. 

As the committee knows, a new house, like a new automobile, must go through 
a period in which minor adjustments are necessary, no matter how sound or 
well constructed the house or how responsible the builder. Even the newly 
reconstructed White House, for example, was found upon completion to require 
eorrection of defects. (See attached news item.) While this incident has its 
humorous aspects, it illustrates a fundamental point. Every home builder 
expects to take care of such matters as a natural part of the ordinary business 
of building and selling houses. This association has exerted its maximum 
efforts since its formation to establish that obligation throughout the industry. 
We feel that this has been done. The existence of a comparatively few irrespon- 
sible builders who do not accept this normal business obligation should not cause 
your committee to impose upon the entire industry the rigid restriction of a 
mandatory, federally prescribed warranty. 


FURTHER LIMITATIONS ON GI LOANS LIKELY TO DEFEAT PURPOSE OF GUARANTY 
PROGRAM 


To understand the concern of home builders with the various proposals which 
have been given attention in Congress in the past months in the nature of restric- 
tions upon builders selling under the home-loan-guaranty program, some under- 
standing of the place of that program in mortgage financing is necessary. The 
GI loan helps make mass production of low-cost homes possible, but lenders are 
under no compulsion to purchase mortgages guaranteed under this program. 
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Mortgage credit is the lifeblood of the home-building industry. Neither builder 
nor buyer can, as a general rule, finance homes without credit. A 50-house 
project, for example, now involves approximately half a million dollars. Mort- 
gage credit for the home buyer is the key to home production. The adequacy 
of terms under which it is available determines the volume and type of market 
for homes. It is sensitive in the extreme to the many variables of demand in 
the money market. 

By far the greatest need for mortgage credit exists in the so-called mass 
market simply because there is the greatest demand for home production. For 
the three months of April, May, and June, 1952, for example, Veterans Admin- 
istration statistics show 43,800 home loans closed on new homes, 74 percent of 
which were sold at less than $12,000 and 43 percent at less than $10,000. 

Homes in the numbers contemplated by Congress in setting up the home-loan- 
guaranty program—i. e., homes for the mass market—can only be produced 
if mass financing is available. This means mortgage financing at (a) a high 
percentage of loan to value so that only a low down payment is required of the 
buyer; (0) long-term maturity so that the buyer can pay off the loan over a 
period of years through low monthly payments consistent with his income, and 
(c) the lowest feasible interest rate. 

For the past year or more, lenders have found GI loans relatively unattractive 
because of a currently unattractive interest rate. 

Any additional restrictions added now to the guaranteed GI-loan mortgages 
unquestionably will only serve to further depress the market for these mortgages 
and seriously hamper any builder who desires to use this program to mass- 
produce low-cost homes for veterans. 

A feeling exists that the GI home-loan program is already excessively burden- 
ed with Government “red tape” and restrictions. Obviously, any provisions now 
added which would write in a mandatory warranty, or standard contract 
clause amounting to a mandatory warranty, would further add to the difficulties 
and complexities facing builders operating under the program. Such solutions 
fairly invite and advertise in advance many unexpected delays in loan approvals, 
in construction starts and progress, in final inspections and approvals, and 
in release of funds to the contractor at completion. Perhaps, more important, 
they immediately suggest litigation, well founded or not, in almost every project 
of any size. 

It is suggested that far more progress could be made in maintaining an ade- 
quate volume of GI homes while at the same time protecting the veteran against 
the really irresponsible builder if the processing system in use in the Veterans’ 
Administration loan-guaranty program were improved. A more adequate budget 
for the employment of more and better trained personnel and for the per- 
formance of inspection functions by staff members rather than by fee personnel 
seems definitely indicated by the hearings before this committee. This would 
seem to be a more advisable step than a legislative solution which, as indicated 
by all past experience, weighs more heavily upon the reputable, responsible 
person affected than upon the wrongdoer. Reputable builders will hesitate 
to subject themselves to the worries and risks involved in a federally required 
warranty or a federally written standard contract. The “chiseler” will have no 
such scruples. 

This association joins with your committee in its desire to drive from our 
industry the incompetent and irresponsible. We stand ready to cooperate with 
this committee in ever way to eliminate them entirely. We strongly believe 
that the best method by which this may be accomplished is through education 
and voluntary action within the industry. We do not believe that our mutual 
goal can be accomplished by legislative compulsion. 

For this reason, we respectfully urge upon this committee that its recom- 
mendations for legislation be directed at improvement of procedures of the loan- 
guaranty program of the Veterans’ Administration and the expansion of its 
personnel. We pledge our continued efforts in the voluntary programs des- 
cribed above, in the firm belief that we will shortly obtain complete acceptance 
by all reputable builders, whether or not members of this association, of the 
fact that it is necessary to stand behind every sale they make as a matter of 
sound business practice. We believe that very shortly, without any legislative 
requirement, no builder will be able to market a house without properly assur- 
ing his customers. ‘ 
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STATEMENT BY AMVETS 


AMVETS, a national veterans’ service organization, appreciates the opportu- 
nity of stating its position regarding the veterans’ loan-guaranty program. 
AMVETS is in full accord with the intent and objectives of the veterans’ loan- 
guaranty program and vigorously supported Public Law 550, which extended loan- 
guaranty benefits to veterans of the Korean conflict. 

AMVETS is concerned with the reports which it receives indicating that in 
some instances veteran-purchasers are being exploited by unscrupulous builders 
and lenders. AMVETS will support amendments to title III of the Servicemen’s 
Readjustment Act of 1944 to further safeguard the interest of the veteran- 
purchaser and the public against abuse and exploitation by unscrupulous builders 
and lenders. It is recommended that Congress give particular attention to the 
following points: 

1. The Veterans’ Administration should be supported in a program to increase 
the effectiveness of its appraisal and compliance inspection procedures. AMVETS 
has followed the investigations of the Teague select committee closely and has 
received many complaints indicating that builders were being allowed to sell 
homes to veterans under a Veterans’ Administration guaranty when those homes 
had not been properly appraised and inspected in accordance with Veterans’ 
Administration regulations. The Congress and the Veterans’ Administration 
should take steps to increase efficiency of the appraisal and compliance inspection 
system. 

2. AMVETS recommends that the Congress and the Veterans’ Administration 
give consideration to policing the contractual relationship between the veteran- 
purchaser and the seller in the case of new construction. AMVETS believes 
that the veteran is entitled to reasonable protection under his contract. The 
contract should specifically state that the veteran’s house has been built in 
accordance with the plans and specifications on which the Veterans’ Adminis- 
tration based its guaranty and the contract should state that the house has 
been constructed in accordance with the minimum construction requirements of 
the Veterans’ Administration. Special conditions outlined in the Veterans’ 
Administration’s certificate of reasonable value, such as a guaranty on heating 
and plumbing equipment and a guaranty for a dry basement, should be made part 
of the sales contract. 

3. AMVETS realizes that the veteran-purchaser must assume an obligation 
when he contracts to buy a new home. He cannot depend entirely on the 
Government to protect his interests; therefore, AMVETS is willing to increase 
its program to educate the home-owner veteran to his responsibilities and, at 
the same time, it is hoped that the Administrator of Veterans’ Affairs can take 
steps to make the veteran aware of his basic responsibilities in the purchase 
of a home. 

4. In view of the scope of the veterans’ loan-guaranty program and the size 
of the Federal Government’s contingent liability in guaranteeing veterans‘ loans, 
it is urged that the Congress and the Veterans’ Administration take steps to 
supervise the activities of loan-guaranty appraisers and inspectors and loan- 
guaranty officials with a view toward preventing conflicts between the interest 
of loan-guaranty officials and the Federal Government. AMVETS urges that the 
Congress and the Veterans’ Administration take steps to impress upon loan- 
guaranty officials that the program is a veterans’ program, primarily intended 
for the benefit of the veteran, and is not a builders’ and lenders’ program. 


Rurvus H. WIson, 
National Service Director, AMVETS. 





STATEMENT BY THE AMERICAN LEGION 


The American Legion is vitally interested in the betterment of legislation 
and regulations pertaining to the housing of veterans under the GI bill and the 
Korean Veterans’ Assistance Act. 

A number of things have been bothering us: 

1. There has not been sufficient inspection by the Veterans’ Administration 
to keep in line those responsible for the construction of homes. 

2. There should be a limit to the changes in construction or price that can be 
made by the contractor without the approval of the purchaser and the Veterans’ 
Administration in order to protect the veterans who make deposits on homes 
and later find that the price has been raised because of a request made by the 
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contractor and approved by the Veterans’ Administration without his knowl- 
edge. 

3. There should be a clearer understanding, possibly through legislation, as 
to the responsibility of the veteran in the event he is forced to sell his home, 
as we have had many complaints from veterans who have sold their homes 
and then find themselves still held liable for this property when the Veterans’ 
Administration has sought collection when the second owner has defaulted, 
even though the property is resold to satisfy all concerned, the veteran still 
finds himself liable. 





STATEMENT BY VETERANS OF FOREIGN Wars 


The views and recommendations of the Veterans of Foreign Wars in regard 
to the veterans’ home-loan program were expressed in a resolution unanimously 
adopted by the fifty-third annual encampment held in Los Angeles, Calif., 
August 3 to 8, 1952. The resolution contains four specific recommendations, in- 
cluding sufficient appropriations to enable the VA Loan Guaranty Office to 
maintain an adequate staff of full-time inspectors and appraisers. Such a 
staff is believed by the Veterans of Foreign Wars to be necessary to eliminate 
abuses in the home-loan program as revealed by the Teague select committee. 

“Be it resolved, by the Fifty-third Annual Encampment of the Veterans of 
Foreign Wars of the United States, That the national legislative service be 
urged ond directed to bring about the following objectives, with respect to the 
veterans’ home-loan program, at the earliest practicable date: 

“1. Immediate resumption of purchase of nondefense GI loans by the Federal 
National Mortgage Association and adequate funds be made available to assure 
continuance of this secondary market for GI loans. 

“2. Sufficient appropriations for VA loan guaranty office in order to maintain 
adequate staff of full-time inspectors and appraisers. 

“3. Oppose increase in interest rates for GI loans but in lieu thereof urge the 
VA to liberalize its requirements with respect to fees and charges between 
builders and lenders in order to stimulate financing of VA homes, with adequate 
safeguards to prevent such charges being handed down to the veteran. 

“4. Eliminate all credit restrictions with respect to down payments on VA- 
guaranteed homes.” 





STATEMENT OF THE AMERICAN VETERANS COMMITTEE (AVC) 


The American Veterans Committee, created during World War II by and for 
honorably discharged veterans of service in the United States Armed Forces, 
took as its motto, “Citizens First, Veterans Second.” This succinct statement 
of attitude does not mean that veterans are to be regarded in a subordinate 
position but that citizenship is of the highest importance. We are first and 
foremost citizens of the United States, the States and communities in which 
we live. Therefore, veterans’ legislation which enables us to regain the full 
measure of our citizenship and rehabilitation to civilian life is the sort of legis- 
lation we not only support but strongly favor. 

Many of our members have individually received the benefits of Public Law 
346, the GI bill of rights for World War II veterans. Federal Government 
guaranty of home loans has been an important portion of this law. We have 
recognized the great value of this program. A community of home owners is 
indeed a strong community: its citizens have tangible reasons for community 
pride and identification and the State and Nation in turn benefit from this con- 
dition. Making it possible for veterans to become home owners was a definite, 
forward step in an intelligent approach to veterans’ rehabilitation and reintegra- 
tion in the community and civilian life. 

The Eighty-second Congress is to be commended for extending these provisions 
to veterans of active duty since June 27, 1950—the period of the Korean con- 
flict. 

Experience has shown, as was to be expected, that there is need for improve- 
ment in the law, both in terms of administration and in terms of refining the 
language of the statute to cover situations which arose time and again. I wish 
to express the appreciation of the American Veterans Committee to Representa- 
tive Teague, the other members of the select committee, and Mr. Meadows and 
members of the professional staff, for conducting a good investigation of the 
home-loan-guaranty program. The investigation has disclosed facts and not 
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mere rumors; it has been conducted with an aim to find out what needed to be 
corrected, not with a design to punish anyone. It might be observed in passing 
that this is the fundamental purpose of congressional investigations and the 
select committee has avoided scrupulously straying away from the basic ob- 
jective. 

I wish to make a few brief recommendations for improvement of the veterans’ 
home-loan guaranty program. We will urge the new Congress, the Eighty-third, 
convening in January 1953, to study the report of this select committee and enact 
appropriate amendments to the law. 

Although there have been recommendations from several quarters to put 
Federal housing programs all together in one housing agency, banking operations 
and programs under one financing agency, there is still good argument for keeping 
veterans’ matters—whether housing, loans, or hospitals—under one agency, at 
present the Veterans’ Administrafion. I prefer not to go into the merits of the 
argument for change at this time. However, I do recommend that the VA super- 
vision over the purchase of GI homes be strengthened. The hue and cry against 
increasing governmental controls should be silenced by referral to the facts 
requiring such increased controls. The facts show that the veteran, far too 
often, has been without a substantial friend in the purchase process. One 
repeated example has him running from pillar to post: when he has questions 
or complaints he shuttles among the VA office, the real-estate agent and the 
builder. The annoying partial answer to the question, “Who is representing 
whom?” is usually, “No one seems to be representing the veteran-purchaser.” 

We do not agree that the veteran is a moron but we recognize certain facts of 
business life when the veteran sets out to buy a house: for most people, including 
veterans, the purchase of a house is the largesf single financial transaction they 
will undertake in their entire lives; few people understand the problems of 
house building and even less, the apparent complexities of mortgage financing; 
and far too few people realize the real costs of buying a home. 

We recommend that the Government (at present, the Veterans’ Administra- 
tion) be required by law to furnish each veteran who is a potential home buyer 
with certain basie information: although building costs vary from section to 
section of the country, certain items are fairly constant, and sectional differences 
can be recognized and noted; the veteran should be informed of maintenance 
costs—fuel, utilities, and repairs; he should receive comprehensive information 
about taxes, street and sidewalk improvements, where involved, the legal rights 
of municipalities, the law of easements and rights-of-way, and closing costs of 
the purchase, 

The committee might give serious thought to the matter of preparing a model 
purchase agreement to be used. The committee also should consider the question 
of defining in the law what items can be charged for and setting limits, with 
appropriate criminal penalties for willful violations. I think of the many letters 
I have received from veterans who have purchased GI homes who were stunned 
by the additional items for which they were required to pay at the time of the 
closing. Many have asked why the purchase price of the house and the interest 
rate for the loan did not compensate the builder and the lender for the part they 
played. I think this vexing question will not be answered until the improvements 
we have recommended are spelled out in the law. 

Coming to the question of the interest rate, we think that 4 percent is a very 
high rate inasmuch as the element of risk is removed by the Government guaranty 
of the mortgage. Consequently, we would like to see this rate lowers Recogni- 
tion of reality, though, requires us to observe that there is little chance that this 
could be accomplished. This is, of course where the real cost of.the house 
appears. We think all efforts to increase the interest rate above 4 percent must 
be resisted and that no statutory authority must be granted further. 

With respect to the house itself, there are a number of matters involved. 

We recommend that a stronger role must be played by the VA inspector and 
that the purchaser must be protected better and for a longer period of time by 
the VA. The Congress should note that adequate appropriations for this work 
must be provided. Stronger control must be exercised over the man who serves 
as a VA inspector. Safeguards against conflicting interests must be imposed, 
the experience of the past few years has shown, so that both the purchaser and 
the Government have their interests protected. This is admittedly a difficult 
matter with which to deal. When a man serves only part time as a house inspec- 
tor for the VA, and other times works for builders, the very nature of this status 
has created problems. However, this situation is not unique and satisfactory 
safeguards should be enacted. — 
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Many defects in new houses do not show up for several months. Therefore, 
it seems desirable to require another VA inspection before the end of 1 year 
after purchase. Likewise, a responsible builder and a responsible realtor should 
not object to a warranty to go with their product. Many responsible builders 
have voluntarily given purchasers such agreements and promises to repair de- 
tects which develop within a reasonable length of time. We recommend that 
the law require the builder to furnish the purchaser with a warranty against 
defects in the construction; this warranty should extend for 12 months after 
purchase of the house. Too often there have been verbal agreements that the 
builder will repair this or that, and these promises have not been kept after the 
purchaser has moved im. It was always a bitter pill for the purchaser to swallow 
to learn that such promises were lesally unenforceable. This gross miscarriage 
of simple justice should be dealt with by the Congress firmly; the builder must 
be required to make necessary repairs for defects, under penalty of law. 

To recapitulate, the American Veterans Committee recommends that the 


Congress improve existing law regarding the veterans’ home-loan guaranty pro- 
grams by— 


1. Not increasing the interest rate above 4 percent. 

2. Writing greater duties of supervision by the Government over the whole 
house-purchasing process; 

38. Requiring the Government to furnish the potential purchaser with infor- 


mation he must have to buy a house intelligently, and presenting this informa- 
tion in clear language; 


4. Enacting safeguards to deal with conflicts of interests; 
5. Requiring another VA inspection before the expiration of 1 year following 
the purchase ; 


6. Requiring that the builder furnish the purchaser a warranty, for 1 year, 
against defective construction; and 


7. Making another investigation in 2 years, after the enactment of these 


changes, to see how they have worked out and what additional changes, if any, 
should be made. 


CHARLES H. SLAYMAN, Jr., 
Director of Legislation. 
We, the members of the House Select Committee To Investigate the 
Education and Loan Guaranty Programs under the GI Bill, pursuant 
to House Resolution 93, Eighty-sec ond Congress, concur in this report. 


Our E. Treacur, Chairman. 
Cram ENGL. 

Jor L. Evins. 

Eart Cuvuporr. 

Harowp A. Parren. 

Atvin F. WEICHEL. 

J. Guenn Beat. 

Huperr B. Scupper. 
Turuston B. Morton. 
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APPENDIX 





SERVICEMEN’sS READJUSTMENT AcT oF 1944, TrTLE III—LOANS FoR THE PURCHASE 
or CONSTRUCTION OF HOMES, FARMS AND BUSINESS PROPERTY *? ** 


Sec. 500 (388 U. S. C. 694). (a) Any person who shall have Set of June 22, 
served in the active military or naval service of the United anand ee 
States at any time on or after September 16, 1940, and prior sec. 8, Public 
to the termination of the present war,’ or at any time on or Haw — 79th 
after June 27, 1950, and prior to such date as shall be deter- per 58, 1945. 
mined by Presidential proclamation or concurrent resolution of gee. 301 (a), 
the Congress, and who shall have been discharged or released Public Law 
therefrom under conditions other than dishonorable after active $5. Thiet 20. 
service of ninety days or more, or by reason of an injury or 195 * and sec. 
disability incurred in service in line of duty, shall be eligible po bab Gea 
for the benefits of this title. Entitlement derived from service Cong, July 16. 
on or after June 27, 1950, shall (1) cancel any unused entitle- 1952 : 
ment derived from service prior to June 27, 1950, and (2) be 
reduced by the amount entitlement from such prior service 
shall have been used to obtain a direct, guaranteed, or insured 
loan (a) on real property which the veteran owns at the time 
of application or (b) as to which the Administrator shall have 
incurred actual liability or loss, unless in the event of loss or 
the incurrence and payment of such liability by the Adminis- 
trator, the resultant indebtedness of the veteran to the Govern- 
ment shall have been paid in full. The unremarried widow 
of any person who met the service requirements for benefits 
under this title and who died, either in service or after separa- 
tion from service under conditions other than dishonorable, as 
a result of injury or disease incurred in or aggravated by such 
service in line of duty (other than any such widow who by 
reason of her own service is eligible for the benefits of this title), 
shall also be eligible for the benefits of this title; and the term 
“veteran” as used in this title shall include any such unre- 
married widow. Any loan made by such veteran within ten years 
after the termination of the war,’ and any loan to a veteran 
eligible by virtue of active service on or after June 27, 1950, if 
made within ten years after such date as shall be determined 
by Presidential proclamation or concurrent resolution of the 
Congress, for any of the purposes, and in compliance with the 
provisions, specified in this title, is automatically guaranteed by 





1 Public Law 702, 80th Cong., June 19, 1948, housing for paraplegics see 
— 2, subpar. 4, precluding denial to such veterans of benefits of title III 

ereof. 

2 See Public Law 349, 80th Cong., August 4, 1947, re Osage Indians. 

3 See Public Law 372, 80th Cong., August 6, 1947, re investment of funds 
by Federal savings and loan associations. 

*See sec. 605. Public Law 774, 81st Cong., September 8, 1950, as 
amended by Public Law 96, 82d Cong., July 31, 1951, and Public Law 139, 
82d Cong., September 1, 1951, which authorize the President to impose 
real estate credit controls on Government assisted financing, subject to the 
preservation of the relative credit preferences accorded veterans under 
existing law. Public Law 139, 82d Cong., provides that in the exercise 
of such controls no more than 4, 6, or 8 percent down payment shall be 
required on homes costing not in excess of $7,000, $10,000, or $12,000, 
respectively, in connection with loans thereon made or guaranteed by the 
Veterans’ Administration pursuant to the Servicemen’s Readjustment Act 
of 1944, as amended. See also sec. 607 of Public Law 774, 81st Cong., as 
added by sec. 116 (d), Public Law 429, 82d Cong., June 30, 1952. 

5 See footnote 1, p. 37. 


ert meeOR AOD PRN 








As amended by 
sec. 8, Public 
Law 268, 79th 
Cong., Decem- 
ber 28, 1945 ; 
and sec. 301 
(b), Public 
Law 475, 81st 
Cong., April 
20, 1950. 


Added by sec. 
103, Public 
Law 901, 80th 
Cong., August 
10, 1948. 


As amended by 
sec. 8, Public 
Law 268, 79th 
Cong., Decem- 
ber 28, 1945. 


VETERANS’ LOAN GUARANTY PROGRAM 


the Government by this title in an amount not exceeding fifty 
per centum of the loan: Provided, That the aggregate amount 
guaranteed shall not exceed $2,000 in the case of non-real-estate 
loans, nor $4,000 in the case of real-estate loans; or a prorated 
portion thereof on loans of both types or combination thereof. 
In computing the aggregate amount of guaranty or insurance 
entitlement available to a veteran under this title, the Adminis- 
trator may in his discretion exclude the initial use of the guaranty 
or insurance entitlement used for any loan with respect to which 
the security (1) has been taken (by condemnation or other- 
wise) by the United States, any State, or a local government 
agency for public use, or (2) has been destroyed by fire or other 
natural hazard, or (3) has been disposed of because of other 
compelling reasons devoid of fault on the part of the veteran: 
Provided, That any amount paid by the Administrator under 
section 500 (c) of this part shall be deducted from the amount 
payable on the succeeding loan under that section. 

(b) Loans guaranteed under this title shall be payable under 
such terms and conditions as may be agreed upon by the parties 
thereto, subject to the conditions and limitations of this title and 
the regulations issued pursuant to section 504: Provided, That the 
liability under the guaranty within the limitations of this title 
shall decrease or increase pro rata with any decrease or increase 
of the amount of the unpaid portion of the obligation: Provided 
further, That loans guaranteed under this title shall bear interest 
at a rate not exceeding 4 per centum per annum and shall be pay- 
able in full in not more than thirty years, or in the case of loans 
on farm realty in not more than forty years: And provided further, 
That (1) the maturity on a non-real-estate loan shall not exceed 
ten years; (2) any loan for a term in excess of five years shall be 
amortized in accordance with established procedure; (3) except 
as provided in section 505 any real-estate loan, other than for 
repairs, alterations or improvements, shall be secured by a first lien 
on the realty, and a non-real-estate loan, except. as to working 
or other capital, merchandise, goodwill and other intangible assets, 
shall be secured by personalty to the extent legal and practicable: 
And provided further, That the Administrator, with the approval 
of the Secretary of the Treasury, may prescribe by regulation a 
higher maximum rate of interest than otherwise prescribed in this 
section for loans guaranteed under this title, but not exceeding 
414 percentum per anum, if he finds that the loan market demands 
it. 
(c) An honorable discharge shall be deemed a certificate of 
eligibility to apply for a guaranteed loan. Any veteran who does 
not have a discharge certificate, or who received a discharge other 
than honorable, may apply to the Administrator for a certificate 
of eligibility. Upon making a loan as provided herein, the lender 
shall forthwith transmit to the Administrator a statement setting 
forth the full name and serial number of the veteran, amount and 
terms of the loan, and the legal description of the property, 
together with the appraisal report made by the designated ap- 
praiser. Where the loan is automatically guaranteed, the Admin- 
istrator shall provide the lender with a loan guaranty certificate 
or other evidence of the guaranty. He shall also endorse on the 
veteran’s discharge, or eligibility certificate, the amount and type 
of guaranty used, and the amount, if any, remaining. An amount 
equivalent to 4 per centum on the amount originally guaranteed 
shall be paid to the lender by the Administrator out of available 
appropriations, to be credited upon the loan. Nothing herein shall 
be deemed to preclude the assignment of any guaranteed loan nor 
the assignment of the security therefor, 
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(d)* Loans guaranteed hereunder may be made (1) by any 
Federal land bank, national bank, State bank, private bank, build- 
ing and loan association, insurance company, credit union, or 
mortgage and loan company, that is subject to examination and 
supervision by any agency of the United States or of any State or 
Territory, including the District of Columbia, or (2) by any State. 
Any loan at least 20 per centum of which is guaranteed under 
this title may be made by any national bank, or Federal savings 
and loan association; or by any bank, trust company, building 
and loan association or insurance company organized or author- 
ized to do business in the District of Columbia; without regard 
to the limitations and restrictions of any other statute with 
respect to— 

(1) ratio of amount of loan to the value of the property ; 

(2) maturity of loan; 

(3) requirement for mortgage or other security ; 

(4) dignity of lien; or 

(5) percentage of assets which may be invested in real 
estate loans. 

(e) Any loan proposed to be made to an eligible veteran by any 
lender not of a class specified in subsection (d) may be guar- 
anteed by the Administrator if he finds that it is in accord other- 
wise with the provisions of this title, as amended. 

(f) Notwithstanding the provisions in this title respecting 
automatically guaranteed loans, the Administrator may at any 
time upon thirty days’ notice require loans to be made by any 
lender or class of lenders to be submitted for prior approval, and 
no guaranty or insurance liability shall exist in respect to such 
loans unless evidence of guaranty or insurance is issued by the 
Administrator, 


PURCHASE OR CONSTRUCTION OF HOMES 


Sec. 501 (38 U. 8. C. 694a) (a). Any loan made to a veteran 
under this title, the proceeds of which are to be used for pur- 
chasing residential property or constructing a dwelling to be 
occupied as his home or for the purpose of making repairs, altera- 
tions, or improvements in property owned by him and occupied 
as his home, is automatically guaranteed if made pursuant to 
the provisions of this title, including the following: 

(1) That the proceeds of such loan will be used for pay- 
ment of the property purchased or constructed or improved ; 

(2) That the contemplated terms of payment required in 
any mortgage to be given in part payment of the purchase 
price or the construction cost bear a proper relation to the 
veteran’s present and anticipated income and expenses, and 
the veteran is a satisfactory credit risk; and that the nature 
and condition of the property is such as to be Suitable for 
dwelling purposes; and 

(3) That the price paid or to be paid by the veteran for 
such property or for the cost of construction, repairs, or 
alterations does not exceed the reasonable value thereof as 
determined by proper appraisal made by an appraiser desig- 
nated by the Administrator. 





® Sec. 500 (d), as added by sec. 11 (b). Public Law 190, 79th Cong., 
October 6, 1945, but not included in title III as amended by Public Law 
268, 79th Cong., December 28, 1945, reads as follows: 

“(d) For the purposes of this title, the present war shall not be con- 
sidered as terminating in the case of any individual, before the termina- 
tion of such individual's first period of enlistment or reenlistment con- 
tracted within one year after the date of the enactment of the Armed 
Forces Voluntary Recruitment Act of 1945.” 

™ Sec. 1. Public Law 864, 80th Cong., July 1, 1948, as amended, provides 
in the Federal National Mortgage Association, a secondary market for 
loans guaranteed hereunder. 


153 


Added by sec. 
11 (b), Public 
Law 190, 79th 
Cong., October 
6, 1945; as 
amended by 
sec. 8, Public 
Law 268, 79th 
Cong., Decem- 
ber 28, 1945; 
and sec. 301 
(ce), Public 
Law 475, Sist 
Cong., April 
20, 1950. 


Added by sec. 
8, Public Law 
268, 79th 
Cong., Decem- 
ber 28, 1945. 
Added by see. 
302, Public 
Law 550, 82d 
Cong., July 16, 
1952. 


Act of June 22, 
1944, as 
amended by 
sec. 8, Public 
Law 268, 79th 
Cong., Decem- 
ber 28, 1945; 
and sec. 303, 
Public Law 
550, 82d Cong., 
July 16, 1952. 








154 


Added by sec. 
301 (d), Public 
Law 478, 81st 
Cong., April 
20, 1950, as 
amended by 
sec, 613 (b), 
Public Law 
139, 82d Cong., 
September 1, 
1951. 


Act of June 
22. 1944, as 
amended by 
sec. 16, Public 
Law 98, 79th 
Cong., June 30, 
1945 ; see. 8, 
Public Law 
268, 79th 
Cong., Decem- 
ber 28, 1945; 
sec. 301 (e) 
of Public Law 
475, 81st 
Cong., April 
20, 1950. 


Act of June 
22, 1944, as 
amended by 
sec. 8, Public 
Law 268, 79th 
Cong., Decem- 
ber 28, 1945. 


VETERANS’ LOAN GUARANTY PROGRAM 


(b) Any loan made under this title to a veteran who has not, 
after April 20, 1950, availed himself of the benefits of this title 
for the purpose of purchasing residential property or constructing 
a dwelling to be occupied as his home, the proceeds of which 
loan are to be used for that purpose, may, notwithstanding the 
provisions of subsection (a) of section 500 of this title relating 
to the percentage or aggregate amount of loan to be guaranteed, 
be guaranteed, if otherwise made pursuant to the provisions of 
this title, in an amount not exceeding sixty per centum of the 
loan: Provided, that the amount of any such guaranty shall not 
exceed $7,500, less the amount with which the veteran’s entitle- 
ment for real estate purposes is properly chargeable on account 
of prior loans, nor shall the gratuity payable under subsection 
(c) of section 500 of this title exceed that which is payable on 
loans guaranteed in accordance with the maxima provided for 
in subsection (a) of section 500 of this title. 


PURCHASE OF FARMS AND FARM EQUIPMENT 


Sec. 502° (38 U. 8S. C. 694b). (a) Any loan made to a veteran 
under this title, the proceeds of which are to be used for pur- 
chasing any lands, buildings, livestock, equipment, machinery, 
supplies or implements, or for repairing, altering, constructing 
or improving any land, equipment, or building, including the 
farmhouse, to be used in farming operations conducted by the 
veteran involving production in excess of his own needs, or for 
working capital requirements necessary for such operations, or 
to purchase stock in a cooperative association where the purchase 
of such stock is required by Federal statute as an incident to 
obtaining the loan, is automatically guaranteed if made pursuant 
to the provisions of this title, including the following: 

(1) That the proceeds of such loan will be used for any 
such purposes in connection with bona fide farming opera- 
tions conducted by the applicant; 

(2) That such property will be useful in and reasonably 
necessary for efficiently conducting such operations; 

(3) That the ability and experience of the veteran, and 
the nature of the proposed farming operations to be con- 
ducted by him, are such that there is a reasonable likelihood 
that such operations will be successful ; and 

(4) That the purchase price paid or to be paid bv the vet- 
eran for such property does not exceed the reasonable value 
thereof as determined by proper appraisal made by an ap- 
praiser designated by the Administrator. 

(b) For the purpose of encouraging the construction and im- 
provement of farm housing the Administrator is authorized to 
guarantee a loan for the construction or inyprovement of a farm- 
house which loan is secured by a first lien on a portion of the 
farm suitable in size and location as an independent home site, 
and to permit payment out of the proceeds of such loan any 
sum required to obtain the release of such site from existing 
indebtedness: Provided, That the Administrator may, in his dis- 
cretion, except any loan for the construction or improvement of 
a farmhouse from the first lien requirement imposed by subsection 
500 (b) of this title. 


PURCHASE OF BUSINESS PROPERTY 


Sec. 503 (388 U. 8S. C. 694c). Any loan made to a veteran un- 
der this title, the proceeds of which are to be used for the purpose 
of engaging in business or pursuing a gainful occupation, or for 
the cost of acquiring for such purpose land, buildings, supplies, 
equipment, machinery, tools, inventory, stock in trade, or for the 


8 Sec. 1. Public Law 864. 80th Cong., July 1, 1948, as amended, provides 
in the Federal National Mortgage Association, a secondary market for 
loans guaranteed hereunder. 
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cost of the construction, repair, alteration or improvement of 
any realty or personalty used for such purpose, or to provide the 
funds needed for working capital, is automatically guaranteed if 
made pursuant to the provisions of this title, including the fol- 
lowing: 

(1) That the proceeds of such loan will be used for any 
of the specified purposes in connection with bona fide pursuit 
of gainful occupation by the veteran ; 

(2) That such property will be useful in and reasonably 
necessary for the efficient and successful pursuit of such 
business or occupation ; 

(3) That the ability and experience of the veteran, and 
the conditions under which he proposes to pursue such busi- 
ness or occupation, are such that there is a reasonable like- 
lihood that he will be successful in the pursuit of such busi- 
ness or occupation ; and 

(4) That the purchase price paid or to be paid by the 
veteran for such property, or the cost of such construction, 
alterations, or improvements, does not exceed -.the reasonable 
value thereof as determined by proper appraisal made by an 
appraiser designated by the Administrator. 


RECOVERY OF DAMAGES 


Sec. 508A (38 U. 8. C. 694c-1). Whoever knowingly makes, 
effects, or participates in a sale of any property to a veteran for 
a consideration in excess of the reasonable value of such property 
as determined by proper appraisal made by an appraiser desig- 
nated by the Administrator, shall, if the veteran pays for such 
property in whole or in part with the proceeds of a loan guar- 
anteed by the Veterans’ Administration under section 501, 502, 
or 503 of this title, be liable for three times the amount of such 
excess consideration irrespective of whether such person has 
received any part thereof. 

Actions pursuant to the provisions of this section may be 
instituted by the veteran concerned, in any United States district 
court, which court may, as a part of any judgment, award costs 
and reasonable attorneys’ fees to the successful party. In the 
event the veteran shall fail to institute any action hereunder 
within thirty days after discovering he has overpaid, or having 
instituted an action shall fail diligently to prosecute the same, 
or upon request by the veteran, the Attorney General, in the name 
of the Government of the United States, may proceed therewith, 
in which event one-third of any recovery in said action shall be 
paid over to the veteran and two-thirds thereof shall be paid into 
the Treasury of the United States. 

The remedy provided in this section shall be in addition to any 
and all other penalties imposed by law. 


REGULATIONS 


Sec. 504 (38 U. 8S. C. 694d). (a) The Administrator is author- 
ized to promulgate such rules and regulations not inconsistent 
with this title, as amended, as are necessary and appropriate for 
“arrying out the provisions of this title, and may delegate to 
subordinate employees authority to issue certificates, or other 
evidence, of guaranty of loans guaranteed under the provisions 
of this title, and to exercise other administrative functions here- 
under. 

(b) No loan for the purchase or construction of residential 
property on which construction is begun subsequent to sixty days 
from the date of the Veterans’ Readjustment Assistance Act of 
1952 becomes effective shall be financed through the assistance 
of the provisions of this title unless the property meets or exceeds 
minimum requirements for planning, construction, and general 
acceptability prescribed by the Administrator: Provided, That 
subsection 504 (b) as originally enacted shall continue to be 
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applicable to construction begun prior to the end of such sixty- 
day period: Provided further, That this subsection shall not apply 
to a loan for the purchase of residential property the construction 
of which was completed more than one year prior to the making 
of such loan. 

(c) The Administrator shall have the right to refuse to ap- 
praise any dwelling or housing project owned, sponsored, or to be 
constructed by any person identified with housing previously sold 
to veterans under this title as to which substantial deficiencies 
have been discovered, or as to which there has been a failure or 
indicated inability to discharge contractual liabilities to veterans, 
or as to which it is ascertained that the type of contract of sale 
or the methods or practices pursued in relation to the marketing 
of such properties were unfair or unduly prejudicial to veteran 
purchasers. 


SECONDARY LOANS” 


Sec. 505 (38 U. S. C. 694e ). Any person who is a veteran eligi- 
ble for the benefits of this title, as provided in section 500 hereof, 
and who is found by the Secretary of Agriculture, by reason of his 
ability and experience, including training as a vocational trainee, 
to be likely to carry out successfully undertakings required of him 
under a loan which may be made under the Bankhead-Jones Farm 
Tenant Act, shall be eligible for the benefits of such Act to the 
same extent as if he were a farm tenant, 


PROCEDURE ON DEFAULT 


Sec. 506 (88 U. 8S. C. 6949). In the event of default in the pay- 
ment of any loan guaranteed under this title, the holder of the 
obligation shall notify the Administrator who shall thereupon pay 
to such holder the guaranty not in excess of the pro rata portion 
of the amount originally guaranteed, and shall be subrogated to 
the rights of the holder of the obligation to the extent of the 
amount paid on the guaranty: Provided, That prior to suit or 
foreclosure the holder of the obligation shall notify the Adminis- 
trator of the default, and within thirty days thereafter the 
Administrator may, at his option, pay the holder of the obligation 
the unpaid balance of the obligation plus accrued interest and 
receive an assignment of the loan and security: Provided further, 
That (1) nothing herein shall be construed to preclude any for- 
bearance for the benefit of the veteran as may be agreed upon by 
the parties to the loan and approved by the Administrator; and 
(2) the Administrator may establish the date, not later than the 
date of judgment and decree of foreclosure or sale, upon which 
accrual of interest or charges shall cease. 


* Sec. 505 (a) repealed by sec. 301 (g), Public 475, 8ist Cong., April 20, 
1950, read as follows: 

“Sec. 505. (a) In any case wherein a principal loan, for any of the pur- 
poses stated in section 501, 502, or 503, is approved by a Federal agency 
to be made or guaranteed or insured by it pursuant to applicable law and 
regulations, and the veteran is in need of a second loan to cover the 
remainder of the purchase price or cost, or a part thereof, the Adminis- 
trator, subject otherwise to the provisions of this title, may guarantee the 
full amount of the second lean: Provided, That such second loan shall 
not exceed 20 per centum of the purchase price or cost: And provided 
further, That regulations to be promulgated jointly by the Administrator 
and the head of such agency may provide for servicing of both loans by 
such agency and for refinancing of the principal loan to include any 
unpaid portion of the secondary loan with accrued interest, if any, after 
the curtailment thereon equals twice the amount of the secondary loan.” 

The following proviso in respect to sec. 505 (a) was contained in sec. 
301 (g), Public 475, 81st Cong., April 20, 1950: “Provided, That this 
subsection shall become effective December 31, 1950, or at such earlier 
time as the Administrator of Veterans’ Affairs shall determine, taking 
into consideration the interests of veterans and existing plans, of both 
veterans and the home building industry, for the construction of homes: 
And provided further, That this subsection shall not affect any guarantee 
made, or for which a certificate of commitment has been issued by said 
Administrator, under section 505 (a) of the Servicemen’s Readjustment 
Act of 1944, as amended, prior to the effective date of this subsection.” 
(On April 28, 1950, the Administrator announced such loans would be 
finally terminated October 20, 1950.) 
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LOANS ON DELINQUENT INDEBTEDNESS 


Sec. 507 (388 U. 8S. OC. 694h). Any loan made to a veteran, the 
proceeds of which are to be used to refinance any indebtedness of 
the veteran which is secured of record on property to be used or 
occupied by the veteran as a home or for farming purposes, or 
indebtedness incurred by him in the pursuit of a gainful occupa- 
tion which he is pursuing or which he proposes in good faith to 
pursue, or any delinquent taxes or assessments on such property 
or business, is automatically guaranteed if made pursuant to the 
provisions of this title, including the following: 

(1) Such loan became in default or the delinquency oc- 
curred not later than ten years after the termination of the 
war,!? or, in the case of a veteran eligible by virtue of active 
service on or after June 27, 1950, not later than ten years 
after such date as shall be determined by Presidential proc- 
lamation or concurrent resolution of the Congress; 

(2) Such refinancing will aid the veteran in his economic 
readjustment ; and 

(3) The amount of the guaranteed loan does not exceed 
the reasonable value of the property or business, as deter- 
mined by proper appraisal made by an appraiser designated 
by the Administrator. 


INSURANCE OF LOANS 


Sec. 508 (38 U. S. C. 694i). (a) Any loans which might be 
guaranteed under the provisions of this title, when made or 
purchased by any financial institution subject to examination and 
supervision by an agency of the United States or of any State or 
Territory, including the District of Columbia, may, in lieu of 
such guaranty, be insured by the Administrator under an agree- 
ment whereby he will reimburse any such institution for losses 
incurred on such loan up to 15 per centum of the aggregate of 
loans so made or purchased by it. 

(b) Loans insured hereunder shall be made on such other 
terms, conditions, and restrictions as the Administrator may 
prescribe within the limitations set forth in this title. The Ad- 
ministrator may fix the maximum rate of interest payable on 
any class of non-real-estate loans insured hereunder at a figure 
not in excess of a 3 per centum discount rate or an equivalent 
straight interest rate on nonamortized loans. 

(ec) The Administrator shall pay the same amount on each 
loan insured hereunder as he would be required to pay under the 
sixth sentence of section 500 (c) hereof if the loan were guaran- 
teed rather than insured. 


POWERS OF ADMINISTRATOR 


Sec. 509 (88 U. S. C. 6943). (a) With respect to matters arising 
by reason of this title as now or hereafter amended and, notwith- 
standing the provisions of any other law, the Administrator may— 

(1) Sue and be sued in his official capacity in any court 
of competent jurisdiction, State or Federal ; 

(2) Subject to specific limitations in this Act, consent to 
the modification, with respect to rate of interest, time of 
payment of principal or interest or any portion thereof, 
security or other provisions of any note, contract, mortgage 
or other instrument securing a loan which has been guaran- 
teed or insured hereunder ; 

(3) Pay, or compromise, any claim on, or arising because 

of, any such guaranty or insurance; 

(4) Pay, compromise, waive or release any right, title, 
claim, lien or demand, however acquired, including any 
equity or any right of redemption ; 


20 See footnote 1, p. 37. 
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(5) Purchase at any sale, public or private, upon such 
terms and for such prices as he determines to be reasonable, 
and take title to, property, real, personal or mixed; and 
similarly sell, at public or private sale, exchange, assign, 
convey, or otherwise dispose of any such property; and 

(6) Complete, administer, operate, obtain and pay for in- 
surance on, and maintain, renovate, repair, modernize, lease, 
or otherwise deal with any property acquired or held pur- 
suant to this title: Provided, That the acquisition of any such 
property shall not deprive any State or political subdivision 
thereof of its civil or criminal jurisdiction of, on, or over 
such property (including power to tax) or impair the rights 
under the State or local law of any persons on such property. 

(b) The powers by this section granted may be exercised by 
the Administrator without regard to any other provisions of law 
not enacted expressly in limitation hereof, which otherwise would 
govern the expenditure of public funds: Provided, That section 
3709 of the Revised Statutes shall apply to any contract for 
services or supplies on account of any property acquired pursuant 
to this section if the amount of such contract exceeds $1,000. 

(c) The financial transactions of the Administrator incident 
to, or arising out of, the guaranty of loans pursuant to this title, 
and the acquisition, management, and disposition of property, 
real, personal or mixed, as incident to such activities and pursuant 
to this section, shall be final and conclusive upon all officers of 
the Government. 

EFFECTIVE DATE 


Sec. 510. This title, as amended, shall be effective from the 
date of enactment: Provided, That any application for guaranty 
of a loan filed within ninety days after such date may be approved 
under the title as it existed prior to amendment: And provided 
further, That nothing herein shall be construed to affect any con- 
tractual right under any certificate of guaranty issued thereunder. 


INCONTESTABILITY 


Sec. 511 (38 U. 8S. C. 694k). Any evidence of guaranty or in- 
surance issued by the Administrator shall be conclusive evidence 
of the eligibility of the loan for guaranty or insurance under the 
provisions of this title and of the amount of such guaranty or 
insurance, except that nothing in this section shall preclude the 
Administrator from establishing, as against the original lender, 
defenses based on fraud or material misrepresentation, and ex- 
cept that the Administrator shall not, by reason of anything con- 
tained in this section, be barred from establishing, by regulations 
in force at the date of such issuance or disbursement, whichever 
is the earlier, partial defenses to the amount payable on the 
guaranty or insurance. 


SUPPLEMENTAL DIRECT LOANS TO VETERANS 


Sec. 512 (88 U. 8. C. 6941). (a) Upon application by a veteran 
eligible for the benefits of this title who has not previously availed 
himself of his guaranty entitlement, the Administrator is author- 
ized and directed to make, or enter into a commitment to make, 
the veteran a loan to finance the purchase or construction of a 
dwelling to be owned and occupied by him as a home, or to finance 
the construction or improvement of a farmhouse, if (1) the Admin- 
istrator has found, after the effective date of this section, that in 
the area in which the dwelling or farmhouse is located or is to be 
constructed private capital is not available for the financing of 
the purchase or construction of dwellings, or the construction or 
improvement of farmhouses, as the case may be, by veterans under 
this title, and (2) the veteran shows to the satisfaction of the 
Administrator— 

(A) that he is a satisfactory credit risk, 
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(B) that the monthly payments to be required under the 
proposed loan bear a proper relation to the veteran’s present 
and anticipated income and expenses, 

(C) that he is unable to obtain from private lending sources 
in such area at an interest rate not in excess of 4 per centum 
per annum a loan for such purpose for which he is qualified 
under section 501 or section 502 of this title, and 

(D) that he is unable to obtain a loan for such purpose from 
the Secretary of Agriculture under the Bankhead-Jones Farm 
Tenant Act, as amended, or the Housing Act of 1949. 

(b) Loans made under this section shall bear interest at the 
rate of 4 per centum per annum and shall be subject to such 
requirements or limitations prescribed for loans guaranteed under 
this title as may be applicable: Provided, That— 

(A) the original principal amount of any such loan shall 
not exceed $10,000; 

(B) the guaranty entitlement of the veteran shall be 
charged with the same amount that would be deducted if the 
loan had been guaranteed to the maximum permitted under 
section 500 (a) of this title; 

(C) the authority to make loans under this section shall 
expire June 30, 1953, except that if a commitment to make 
such a loan was issued by the Admiinstrator prior to that 
date the loan may be completed subsequent to such date. 

(ce) In connection with any loan under this section, the Admin- 
istrator is authorized to make advances in cash to pay the taxes 
and assessments on the real estate, to provide for the purpose of 
making repairs, alterations, and improvements, and to meet the 
incidental expenses of the transaction, and shall credit to the 
principal of the loan an amount equal to that which would have 
been payable under section 500 (c) of this title had the loan been 
made by a private institution. 

(ad) The Administrator is authorized to sell, and shall offer for 
sale, to any private lending institution evidencing ability to serv- 
ice loans, any loan made under this section at a price not less than 
par; that is, the unpaid balance plus accrued interest, and may 
guarantee any loan thus sold subject to the same conditions, 
terms, and limitations which would be applicable were the loan 
guaranteed under section 501 (b) of this title. 

(e) This section shall take effect ninety days after the date of 
enactment of the Housing Act of 1950. 

Sec. 513. (38 U. 8. C. 694m). (a) For the purposes of section 
512 of this title, the Secretary of the Treasury is hereby authorized 
and directed to make available to the Administrator such sums 
not in excess of $150,000,000 (plus the amount of any funds which 
may have been deposited to the credit of miscellaneous receipts 
under subsections (a) and (c) hereof), as the Administrator 
shall request from time to time except that no sums may be made 
available after June 30, 1953. After the last day on which the 
Administrator may make loans under that section, he shall cause 
to be deposited with the Treasurer of the United States, to the 
credit of miscellaneous receipts, that part of all sums in the 
special deposit account referred to in subsection (c) of this sec- 
tion, and all moneys received thereafter, representing unexpended 
advances or the repayment or recovery of the principal of loans 
made pursuant to section 512 of this title. Interest collected by 
the Administrator on loans made under section 512 in excess of 
the amount payable by him to the Treasurer of the United States 
under subsection (b) of this section, together with any miscel- 
laneous income or credits, shall constitute a reserve for payment 
of losses, if any, and expenses incurred in the liquidation of said 
obligations. The Administrator shall have power to invest such 
reserves, or any unexpended part thereof, from time to time in 
obligations of the Government of the United States. 

(b) On advances by the Secretary of the Treasury under sub- 
section (a) of this section, less those amounts deposited in mis- 
cellaneous receipts under subsections (a) and (c) hereof the 
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Administrator shall pay semiannually to the Treasurer of the 
United States interest at the rate or rates determined by the 
Secretary of the Treasury, taking into consideration the current 
average rate on outstanding marketable obligations of the United 
States as of the last day of the month preceding the advance. 

(c) In order to make available the sums payable under sub- 
section (a) of this section and to effectuate the purposes and 
functions authorized in section 512 of this title, the Secretary 
of the Treasury is hereby authorized to use, as a public debt 
transaction, the proceeds of the sale of any securities issued 
under the Second Liberty Bond Act as now in force or as here- 
after amended, and the purposes for which securities may be 
issued under the Second Liberty Bond Act as now in force or as 
hereafter amended, are hereby extended to include such purposes. 
Such sums, together with all receipts hereunder, shall be deposited 
with the Treasurer of the United States, in a special deposit 
account, and shall be available, respectively, for disbursement 
for the purposes of section 512 of this title. Except as otherwise 
provided in subsection (a) of this section, the Administrator 
shall from time to time cause to be deposited into the Treasury 
of the United States, to the credit of miscellaneous receipts, such 
of the funds in said account as in his judgment are not needed 
for the purposes for which they were provided, including the 
proceeds of the sale of any loans, and not later than June 30, 
1954, he shall cause to be so deposited all sums in said account 
and all moneys received thereafter in repayment of outstanding 
obligations, or otherwise, except so much thereof as he may 
determine to be necessary for purposes of liquidation. Without 
regard to any other provisions of this title, said Administrator 
shall have authority to take or cause to be taken such action 
as in his judgment may be necessary or appropriate for or in 
connection with the custody, management, protection, and realiza- 
tion or sale of such investments, to determine his necessary ex- 
penses and expenditures, and the manner in which the same shall 
be incurred, allowed and paid, to make such rules, regulations, 
and orders as he may deem necessary or appropriate for the 
earrying out of the functions hereby or hereunder authorized 
and, except as otherwise expressly provided in this title, to 
employ, utilize, compensate, and delegate any of his functions 
hereunder to, such persons and such corporate or other agencies, 
including agencies of the United States, as he may designate. 

(d) For the purposes of further augmenting the revolving fund 
established in subsection (a) hereof the Secretary of the Treas- 
ury is authorized and directed between the effective date of this 
subsection and July 1, 1952, to make available to the Adminis- 
trator such additional sums not in excess of $25,000,000 as the 
Administrator may request, and is authorized and directed to 
advance from time to time thereafter until June 30, 1953, such 
additional sums as the Administrator may request, provided that 
the aggregate so advanced in any one quarter annual period 
shall not exceed the sum of $25,000,000 less that amount which 
had been returned to the revolving fund during the preceding 
quarter annual period from the sale of loans pursuant to section 
512 (d) of this title. Except for the limitation on the sums 
authorized in subsection (a) hereof, this subsection shall be sub- 


ject to the other provisions of this section and of this title. 
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Sec. 514. Whenever the Administrator finds with respect to 
loans guaranteed or insured under this title that any lender or 
holder has failed to maintain adequate loan accounting records, 
or to demonstrate proper ability to service loans adequately or 
to exercise proper credit judgment or has willfully or negligently 
engaged in practices otherwise detrimental to the interest of vet- 
erans or of the Government, he may refuse either temporarily or 
permanently to guarantee or insure any loans made by such 
lender or holder or bar such lender or holder from acquiring 
loans guaranteed or insured under this title: Provided, That the 
Administrator shall not refuse to pay a guarantee on loans there- 
tofore entered into in good faith between the veteran and the 
lending institution. 

O 
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Mr. Dawson, from the Committee on Expenditures in the Executive 
Departments,' submitted the following 


NINETEENTH INTERMEDIATE REPORT 


[Pursuant to H. Res. 736 (July 4, 1952), 82d Cong.] 


On December 11, 1952, the Government Operations Subcommittee, 
of which Congressman Porter Hardy, Jr., is chairman, submitted 
a report on the administration of the Naval Industrial Reserve 
Shipyard, Wilmington, Del. 

In accordance with permission granted the House on July 4, 1952, 
Chairman William L. Dawson submits the nineteenth intermediate 
report of the committee. 


BASIS OF HEARING 


The Subcommittee on Government Operations made a study 
of the manner in which the Navy handled the administration and 
supervision of the leasing and maintenance at the Naval Industrial 
Reserve Shipyard at Wilmington, Del. This installation is in the 
Fourth Naval District, and following World War LI it was determined 
to be in excess of the Navy’s current requirements. As part of the 
policy to retain, within economical limits, certain facilities to be 
immediately available in the event of a national emergency, the 
Navy, pursuant to Public Law 364, Eightieth Congress, undertook 
the leasing of part of the property and facilities at this installation. 
(See appendix for pertinent provisions of law.) In this connection a 
review was made of the methods employed to ascertain if Government 
agencies other than the Navy could economically and advantageously 
use the facilities. 

The task of the subcommittee proved difficult because of the 
divided responsibility existing in connection with the administration 
of these facilities and the lack of any central source of information 
concerning such administration. The Bureau of Supplies and 


1 Name changed to Committee on Government Operations, July 4, 1952. 
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Accounts, the Bureau of Yards and Docks, the Bureau of Ships, the 
District Public Works Office of the Fourth Naval District, Phil- 
adelphia, Pa., lessees of facilities, civilian maintenance contractors, 
and the Office of the Secretary of the Navy in Washington, D. C., 
seemingly all had a hand in the administration and supervision of 
the Wilmington installation. No direct lines of responsibility and 
authority could be traced. The various officers and civilians inter- 
viewed were in the main cooperative, but their scope of information 
and their knowledge of detail left much to be desired. 


THE HEARING 


Pursuant to proper call, a hearing was held on Wednesday, Sep- 
tember 17, 1952. The chairman of the subcommittee, Mr. Hardy, 
presided. 

The first witness called was Commander Howard B. Gates, Jr., 
assistant district public works officer of the Fourth Naval District. 
Among the duties of this office was stated to be the management 
responsibility for the Naval Industrial Reserve Shipyard at Wil- 
mington, Del., known as Dravo. This installation is subject to 
multiple leasing. In some instances there are both Government and 
civilian occupants of the same buildings. The leases are usually made 
on a combination basis of maintenance expenditure and direct revenue. 


1. Lease to Harmon Corp. 


Direct reference was made to the lease of an area by Hub Terminal, 
Inc., and this reference revealed that part of the space leased to Hub 
Terminal, Inc., was originally leased to the Harmon Corp., which 
became bankrupt during the term of the lease. This transaction is 
cited because it indicates the extent to which responsibility of prospec- 
tive tenants is given weight. Mr. Cochrane, head of the Realty 
Legal Section of the Property Administration Division of the Bureau 
of Yards and Docks, was interrogated by Chairman Hardy in con- 
nection with the performance bond given in the Harmon matter. 
The following excerpts from the transcript of the hearing are here 
pertinent: 

Mr. Harpy. Did you take a performance bond? 

Mr. CocuraneE. Harmon? Yes. 

Mr. Harpy. Did you collect on the performance bond? 

Mr. Cocurane. We collected on the performance bond. 

Mr. Harpy. So that actually you did recover under the lease? 

Mr. Cocnrane. The performance bond was not equal to the amount of the 
given obligation. 

Mr. Harpy. You did not take an adequate bond? 

Mr. Cocurane. No. 

* * * * * * * 


Mr. Harpy. Do ag know what the amount of the performance bond was? 
Mr. Cocurane. No. 
And within a few minutes of the testimony above quoted, Mr. 
Cochrane stated: 


I do not even know that there was a bond in that instance, because the Harmon 
case is probably the first we have had under this law. 
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There was no bond required in the Harmon matter and a subsequent 
submission by the Navy indicated receipt of $6,256 to apply against 
an obligation of $42,573.03. 


2. Transaction with Hub Terminal, Inc. 

The lease to Hub Terminal, Inc., comprised 79,651 square feet in 
Building N-11. The lease instrument was described as a revocable 
permit; the original effective date was June 4, 1951; and the rental 
was $2,655.03 per month. A discussion ensued as to the sort of 
approval the transaction with Hub Terminal, Inc., should have 
received and did receive. This discussion developed clearly the lack of 
specific procedure in matters of this sort and, further, the vague 
understanding of administrative responsibility. 

Despite repeated efforts of the chairman to determine the general 
procedure covering these lease transactions, it was never made clear. 
On the contrary, there would appear to be no procedure. 

Mr. Harpy. So that in the case of the Hub permittee, it was handled by the 
Bureau on the basis of negotiation conducted in the district; is that correct? 

Mr. Cocurane. That is right. 

Mr. Harpy. Is that true with respect to other tenants, that have leased 
property? 

Mr. Cocnrane. My recollection is, and I will have to make a check, that Laub 
was negotiated; the lease arose in the district. 

Mr. McDoweE Lu. Yes; it was consummated in the Bureau. 

Mr. Harpy. I do not care about getting into the different, separate details, 
but the thing that I am trying to get clear in my own mind is how you handle 
these leases, and I wanted to see whether the negotiations were conducted generally 
in the district or in the Bureau. I understand that the final action was taken in 
the Bureau, but if it were purely a superficial approval, insofar as the pertinent 
details are concerned, then responsibility goes right back to the district public 
works office; is that right? 

Mr. Cocurane. That is true. 

Mr. Harpy. Now is that true generally, or not? 

Mr. Cocurane. There is no rule; there is no rule. 


8. Notification re available storage facilities 

The subcommittee then sought to find out what procedure existed 
to inform other Government agencies of the availability of warehouse 
space in Navy installations. It was stated that the— 


Department of Defense, Real Estate Division, makes that information available 
to various bureaus located in Washington. 


There was no assurance given that the Department of Defense had any 
information as to availability of space leased to Hub Terminal, Inc. 
A brochure dated September 6, 1950, seemingly was prepared as gen- 
eral information to the effect that certain facilities were available at 
the Wilmington installation, but an alleged list of recipients could not 
be produced. The letter, transmitting the brochure, contained a 
notation, however, that it was to be posted on a bulletin board. The 
following colloquy is explanatory: 

Mr. FieminG. I would make this observation, however, if you were sending a 


brochure of this kind to the other Government agencies and to GSA, I do not be- 
lieve you would have figured on displaying the brochure on a bulletin board, 
would you? 

Commander Gares. Probably not. 

Mr. Harpy. As a matter of fact, so far as you know, there is not anything there 
to indicate to whom, to which agencies it was sent, or whether or not it was sent? 

Commander Gates. I believe not. I never saw it until just now. 
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Mr. Harpy. Insofar as the evidence is concerned, it may have died aborning? 
Commander Gates. That is possible; but I hope we will be able to come up 
with something indicating the contrary. 


Nothing to the contrary was forthcoming. 
4. Performance bond 


Referring to the performance bond in the Hub Terminal transac- 
tion, Commander Gates stated: 

To the best of my knowledge, there is no bond as of this date. 

Mr. Harpy. That contract has been in effect fer considerably more than a 
year. At what time is a contractor, lessce, or whatever it might be in this case, 
expected to furnish a bond? 

Mr. Cocnrane. Immediately upon execution. 


The chairman then, unsuccessfully, tried to ascertain who was 


directly responsible for the execution of the bond, and then stated to 
Mr. Cochrane: 


In other words, you just want to ameliorate the thing a little by sharing the 
blame? 


And Mr. Cochrane answered: 
I think so. 


As a matter of fact, the contract with Hub Terminal, Inc., con- 
trary to good protective practice, required no performance bond. 
5. Formalization of Hub Terminal, Inc., contract 

Although Hub Terminal, Inc., occupied the premises on June 4, 
1951, the revocable permit was not issued for several months. The 
fault for this delay in formalization was assumed by Mr. Cochrane 
but he siated that there was on record a letter setting forth in general 
terms the understanding as to what the formal agreement would 
contain. Then Mr. Cochrane, upon being pressed by the chairman 
for details concerning this letter, made this revealing statement as to 
his competence to testify on the matter— 

Let me check. There was a letter; wasn’t there? 


An attempt was then made by this witness to excuse his floundering 
by claiming he did not have notice of the scope of the hearing, which, 
— if true, could hardly justify such testimony as he offered at this 
rearing. 5 
Commander Gates tried to clarify the situation but could only do 
so by making reference to the fact that there must have been a con- 
firmation letter but that most of the negotiation and confirmation was 
probably by personal interview and by telephone. 
6. Urgent space requirements by the General Services Administration 
Testimony of the General Services Administration witnesses dis- 
closed ‘that the agency had urgent need for space to store rubber 
beginning about January 1951. On July 12, 1951, Hub Terminal, 
Inc., offered space to the General Services Administration, and on 
July 19, 1951, the offer was accepted. The space covered by the 
agreement was approximately 35,000 square feet. The rate was 
$3,481.27 per month for about 3,481 tons of rubber. Therefore, on 
an annual basis, and exclusive of a handling charge of $1 per ton, the 
General Services Administration is paying $41,775.24 a year, whereas 
the Navy is to receive in the form of obligated maintenance from 
Hub Terminal, Inc., $31,860.36. This differential shows a gross 
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poe of $9,914.88 a year for less than half of the space rented by the 
avy to Hub Terminal, Inc. 

A witness for the General Services Administration stated that there 
was daily contact with the Bureau of Supplies and Accounts, relative 
to stockpile storage. Further, the witness stated that this Bureau is 
charged with the responsibility of coordinating and acting as liaison 
with the General Services Administration, specifically on operations 
relative to the space requirements for the stockpile program. Mr. 
Maxwell Elliott, General Counsel of the General Services Administra- 
tion, testified that a search of their records failed to reveal any com- 
munication from the Navy to the effect that space at the Wilmington 
installation was available until a letter dated February 6, 1952, was 
received. This letter was subsequent to the start of the study by the 
subcommittee and was signed by Capt. E. L. Hansen, of the Bureau 
of Yards and Docks. It cited the arrangements with Hub Terminal, 
Inc., and offered to negotiate directly with the General Services 
Administration. (See letter set forth in appendix.) 

Failure on the part of the General Services Administration to enter 
into an agreement with the Navy for the Hub Terminal storage space 
between February and September 1952 was not satisfactorily explained. 
Failure on the part of the General Services Administration to find out 
at the time of making the contract with Hub Terminal, Inc., that the 
latter had no formal agreement with the Navy, although the General 
Services Administration representatives knew the space belonged to 
the Navy, is evidence of lack of thoroughness on the part of the Gen- 
eral Services Administration. The area of dispute cited at the hearing 
between the Navy, the General Services Administration, the Depart- 
ment of Defense, and the General Accounting Office, concerning the 
authority of one Government agency to use facilities of another, should 
be resolved. 


7. Service contract with Regal Supply Co. 


The Bureau of Yards and Docks and the Bureau of Ships were 
engaged jointly, through the industrial manager, the district public 
works officer, the shipyard public works officer, the commander of the 
shipyard, and the shipyard security officer, in the mismanagement 
of the Wilmington installation. Sometime early in 1951 it occurred to 
someone that a better system of management was desirable. The 
situation was aptly described by Commander Gates as one in which 
“the right hand did not know what the left-hand was doing.” De- 
pendable documentation to permit the orderly unscrambling of this 
operation is unavailable. 

It was determined that guards, operation of the power plant, and 
lease administration should be under one command. Some 13 months 
following this determination it was made effective. The method of 
making it effective is subject to censure. 

Sometime in the early fall of 1951 negotiations were started with a 
Mr. Rubin, of the Regal Supply Co. All of these negotiations were by 
interview or by telephone, without written memoranda. Com- 
— Gates appropriately described the work of his office when he 
stated: 


And may I add, Mr. Chairman, that the things that go on in our cffice are not as 
thoroughly checked as they should be, because we are short-handed for personnel 
and deal very considerably in verbal instructions given directly or by telephone. 
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The evidence would indicate that it was a foregone conclusion that 
the Regal Supply Co. would get the service contract. The first docu- 
ment that appears is dated January 23, 1952, and contains a firm offer 
from the Regal Supply Co. to perform the security and maintenance 
services. On January 24 there was suddenly much activity about 
obtaining other bids, but there is no evidence to indicate other bidders 
had available the same information as was made available to the 
ultimately successful bidder—the Regal Supply Co. Further, other 
bidders were given only a few days to submit.their. bids. Another 
interesting fact is that the bid of the Regal Supply Co. was within $50 
of the salaries and wages paid at Dravo for the security and mainte- 
nance operation of the Navy. 

One reason given for the great rush to execute a service contract 
prior to February was that reduction-in-force notices had been sent out 
to Navy personnel early in January. In view of personnel ceilings 
imposed on the Navy, the service contract permitted a reduction in 
force with no commensurate financial benefit to the Government. A 
direct connection was denied by the Navy, but a service contract can 
be a devious device to stay within reduced personnel ceilings. — 

The supervision of the maintenance operation at the Wilmington 
installation was poor. Mr. McDowell, of Commander Gates’ office, 
would visit the installation about every 3 months to see what should 
be attended to, but there were never any written reports of his findings 
or recommendations. A resident representative, with relatively no 
supervision, seemingly was in complete charge of the work being per- 
formed at the installation. A recommendation was made in the 
annual inspection report of August 1951 to establish and maintain 
better control of maintenance. At the time of the hearing no action 
had been taken to follow this recommendation. The following 
colloquy is here pertinent: 

Mr. Harpy. The thing I am trying to develop, if I understand it correcily, 
the district public works officer has a responsibility for carrying out the pro- 
visicns of the lease—tc see that the provisions of the lease are carried out? 

Commander Gates. That’s right. 

Mr. Harpy. The manner in which the rent is paid and your obligated main- 
tenance? 

Commander Garss. That’s right. 

Mr. Harpy. Then whether or not the maintenance is performed or properly 
performed or adequately performed would determine whether or not the tenant 
was actually fulfilling his contract? 

Commander Garss. Yes, sir. 

Mr. Harpy. According to the testimony that I have been able to dig out 
here, the only person who made any determination with respect to performance 
of the lessees was your resident representative? 

Commander Gartss. Yes, sir. 

Mr. Harpy. Who-was:a GS-8? (Civil Service salary .range for this grade is 
$4,620 to $5,370). 

Commander Garss. Yes, sir. 


Captain Mason, United States Navy, stated near the close of the 
hearing: 


I think we muffed our presentation here this afternoon and what do you want us 
to do on that? 


The committee agrees that the presentation was “muffed,” but the 
real question is whether, in view of the facts, any worth-while pres- 


entation could be made other than one of admission of inadequate 
and incompetent administration. 


| 
; 
| 
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The method of determining the amount to be charged for electricity 
used by each tenant at the Wilmington installation was arrived at 
largely through guesswork. ‘She total bill to the yard was divided 
up and the tenants were billed. The billings for air were arrived at 
through an honor system. Charges for steam were determined 
through a guesswork system. Frequently, under the method of 
billing employed, the Navy got free utilities. 

The naval resident representative at Dravo stated that the only 
check made on cost of maintenance performed by tenants was taken 
from the tenants’ books, approximately once every 6 months, by the 
Navy cost inspector. 

The committee is fully aware that the Wilmington installation and 
its operation are a relatively minor phase of the Navy maintenance 
program. It is difficult, however, from the facts regarding its ad- 
ministration revealed at the hearing, to assume that all other installa- 
tions are better managed. Our study of Dravo leads us to conclude 
and recommend, insofar as that installation is concerned, as follows: 


CONCLUSIONS 


1. There was a marked lack of coordination among district repre- 
sentatives of the several Navy bureaus involved which resulted in 
open administrative conflict. 

2. Pre-award analysis to determine contractors’ responsibility was 
incomplete. 

3. Necessary procedural guides did not exist, and such procedures 
as did exist were not followed. 

4. There was an absence of needed operational directives and per- 
sonnel supervision. 

5. Comprehensive notification of available facilities was not given. 

6. The procedures followed in the awarding of contracts were 
unsatisfactory. 


RECOMMENDATIONS 


1. There should be improved and more complete procedural stand- 
ards set forth and followed concerning the awarding of service and 
maintenance contracts. 

2. There should be a closer check on the performance of contracts 
and a reexamination of accounting procedures. 

3. Documentation of important negotiations and renorts should be 
required. 

4. Supervision of personnel should be improved. 

5. Cooperation between the Navy and the General Services Admin- 
istration is badly needed in order that the services of both agencies 
will inure to the public benefit. 








APPENDIX 


B-420/mw 
ND4/N1-1 


Feprvuary 6, 1952. 
ADMINISTRATOR OF GENERAL SERVICES, 


General Services Administration, 
Public Ruildings Services, 
Washington 25, D. C. 


Dear Srr: It has recently come to the attention of this Bureau that your 
agency is storing Government-owned materials in Navy-owned property at the 
Naval Industrial Reserve Shipyard, Wilmington, Del. It is understood that the 
arrangements for this storage of materials are through the Navy Department 
tenant, the Hub Terminals, Inc., whose address is 5306 Saratoga Avenue, Chevy 
Chase 15, Md. 

For your information, the Hub Terminals, Inc., has been issued a temporary 
“right of entry,” subject to the consummation of a revocable permit. The 
general terms of the temporary “right of entry,” which will be incorporated in 
the revocable permit, are as follows: 

(2) Use for an indeterminate period, revocable at will by the permitter. 

(5) Use for general warehouse purposes. 

(c) Pay rent at rate of $0.40 per square foot per annum for the available 
space. 

(4) All day-to-day maintenance will be at the corporation’s expense. 

(e) Carry fire and extended coverage insurance in the amount of $300,000 
and public liability insurance. 

(f) Pay the cost of all utilities. 

It will be noted that the temporary “right of entry’”’ may be terminated at will 
by the Department. 

If your agency desires to obtain the use of storage space directly from the Navy 
Department, this Bureau will be pleased to discuss the matter with you and take 
such action as is deemed advisable. 

Sincerely yours, 
E. L. Hansen, 
Captain (CEC) USN, 
Assistant Chief for Rusiness Management. 





[Pusitic Law 364—80rn Concress] 
[CHaprerR 493—Istr SeEssron] 
|S. 1198] 
AN ACT 
To authorize leases of real o¢ personal property by the War and Navy Departments, and for other purposes. 


Re it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That whenever the Secretary of War or the Secre- 
tary of the Navy shall deem it to be advantageous to the Government he is 
authorized to lease such real or personal property under the control of his Depart- 
ment as is not surplus to the needs of the Department within the meaning of the 
Act of October 3, 1944 (58 Stat. 765), and is not for the time required for public 
use, to such lessee or lessees and upon such terms and conditions as in his judgment 
will promote the national defense or will be in the public interest. Fach such lease 
shall be for a period not exceeding five years unless the Secretary of the Depart- 
ment concerned shall determine that a longer period will promote the national 
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defense or will be in the public interest. The Secretary of the Department 
concerned may include, among other terms and conditions in the lease, a right of first 
refusal in the lessee to purchase the property in the event of the revocation of the 
lease in order to permit sale thereof by the Government, but this section shall not 
be construed as authorizing the sale of any property unless the sale thereof is 
otherwise authorized by law. Each such lease shall contain a provision permitting 
the Secretary of the Department concerned to revoke the lease at any time, unless 
the Secretary shall determine that the omission of such provision from the lease 
will promote the national defense or will be in the public interest. In any event 
each such lease shall be revocable by the Secretary of the Department concerned 
during a national emergency declared by the President. Notwithstanding section 
321 of the Act of June 30, 1932 (47 Stat. 412; U.S. C., title 40, sec. 303b), or any 
other provision of law, any such lease may provide for the maintenance, protec- 
tion, repair, or restoration by the lessee, of the property leased or of the entire unit 
or installation where a substantial part thereof is leased, as a part or all of the 
consideration for the lease of such property. In the event utilities or services shall 
be furnished by the Department concerned to the lessee in connection with any 
lease, payments for utilities or services so furnished may be covered into the 
Treasury to the credit of the appropriation or appropriations from which the costs 
of furnishing any such utilities or services to the lessee was paid. Except as 
otherwise hereinabove provided, any money rentals received by the Government 
directly under any such lease shall be deposited and covered into the Treasury as 
miscellaneous receipts. The authority herein granted shall not apply to oil, 
mineral, or phosphate lands. The Secretary of War or the Secretary of the Navy, 
as the case may be, shall submit to the Congress on the Ist day of January and 
the Ist day of July of each year, following the enactment of this law, a report of all 
leases entered into in accordance with the previsions of this Act. 

Sec. 2. The Act of July 28, 1892, as amended (27 Stat. 321; 45 Stat. 988; 
U.S. C., title-40, sec. 303), is hereby repealed. So much of the Naval Appropria- 
tion Aci of August 29, 1916, as is contained under the heading ‘‘Lease of Naval 
Lands”, as amended (39 Stat. 559; 45 Stat. 990; U.S. C., title 34, sec. 522), is 
hereby repealed. 

Sec. 3. (a) Notwithstanding any other provision of law, all right, title, and 
interest of Reconstruction Finance Corporation in any plants or facilities, and the 
machinery, equipment, and other personal property accessory thereto, acquired by 
Defense Plant Corporation or Reconstruction Finance Corporation in accordance 
with authority contained in the Reconsiruction Finance Corporation Act (U.S. C., 
title 15, secs. 601-617) pursuant to undertakings by the War Department or the 
Navy Department to reimburse Defense Plant Corporation or Reconstruction 
Finance Corporation to the extent of the unrecovered cost thereof in the event 
Congress authorizes such reimbursement by making appropriations therefor. shall 
be transferred by Reconstruction Finance Corporation (or by War Assets Admin- 
istration, if such property has been declared surplus) to the War Department cr 
the Navy Department upon certification by the Secretary of War or the Secretary 
of the Navy made within six months after the enactment hereof, that the retention 
of such plants or facilities, and the machinery, equipment, and other personal 
property accessory thereto, by the War Department or the Navy Department, 
as the case may be, is necessary for the maintenance of an adequate Military or 
Naval Establishment including industrial réserve. 

(b) Notwithstancing any other provision of law, all right, title, and interest 
of Reconstruction Finance Corporation or War Assets Administration in any 
machinery or equipment shall be transferred by the agency having control thereof 
to the War Department or the Navy Department upon certification by the Secre- 
tary of War or the Secretary of the Navy made within six months after the 
enactment hereof, that the retention of such machinery or equipment by the Wer 
Department or the Navy Department, is necessary for the maintenance of an 
adequate Military or Naval Fstablishment, including industria] reserve. 

Sec. 4. Any transfer made pursuant to section 3 of this Act shall be approved 
by the Director of the Bureau ef the Budget to the extent and in the manner 
determined by him and shall be made withcut charge or rgimbursement from the 
funds available to the War Department or the Navy Depariment, excerpt for ecsis 
of packing, handling, and transportation of machinery and equipment transferred 
under section 3 (b) hereof. 

Sec. 5. (a) Whenever in the opinion of the Secretary of War or the Secretary 
of the Navy, as the case may be, the interests of national defense require 
assurance of the continued availability for war-production purpeses of the 
industrial capacity of shipyards, plants, and equipment which are surplus to the 
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needs of their respective Departments or of the Reconstructicn Finance Corpora- 
tion within the meaning of the Surplus Property Act of 1944, they are authorized 
to direct the imposition of such terms, conditions, restrictions, and reservations in 
the disposition of such property by the disposal agency under said Act as will in 
the opinion of the Secretary concerned be adequate to assure such continued 
availability. 

(b) In the event the disposal agency is unable to dispose of any such industrial 
plants and equipment subject to such terms, conditions, restrictions, or reserva- 
tions as have been imposed, within a reasonable time and after such property shall 
have been offered for sale and reasonable efforts made to dispose of the same, the 
Department imposing such terms, conditions, restrictions, or reservations shall 
(1) modify them to the extent necessary to permit the sale or lease of such prop- 
erty, (2) withdraw the property from surplus, or, in the case of Reconstruction 
Finance Corporation property, request a transfer thereof in the manner provided 
in sections 3 (a) and 4 of this Act, or (3) eliminate and waive the requirement for 
the imposition of any terms, conditions, restrictions, or reservations made under 
the authority of this section. 

Sec. 6. The lessee’s interest, made or created pursuant to the provisions of this 
Act, shall be made subject to State or local taxation. Any lease of property 
authorized under the provisions of this Act shall contain a provision that if and 
to the extent that such property is made taxable by State and local governments 
by Act of Congress, in such event the terms of such lease shall be renegotiated. 

Sec. 7. There is authorized to be appropriated, out of any moneys in the 
Treasury of the United States not otherwise appropriated, such sums as may be 
necessary to carry out the purposes of this Act. 


Approved August 5, 1947. 
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Mr. Dawson, from the Committee on Expenditures in the Executive 
Departments,’ submitted the following 


TWENTIETH INTERMEDIATE REPORT 


{Pursuant to H. Res. 736 (July 4, 1952), 82d Cong.} 


On December 18, 1952, the Government Operations Subcommittee, 
of which Congressman Porter Hardy, Jr., is chairman, submitted a 
report on Army Ordnance rocket renovation project. 

In accordance with permission granted by the House on July 4, 
1952, Chairman William L. Dawson submits the twentieth inter- 
mediate report of the committee. 


INTRODUCTION 


In the course of its work the subcommittee receives many com- 
plaints and allegations about the awarding of defense contracts, and 
about the qualifications and performance of defense contractors. 
Many of these complaints are without reasonable foundation, and in 
some cases commendation is more appropriate than criticism. How- 
ever, many mistakes have been made in the past and many will be 
made in the future. This subcommittee does not contend that per- 
fection can be achieved in military contracting, but it does believe in 
the importance—even urgenc; y—of detecting errors as promptly as 
possible and it insists that they be correc ted—not hidden. Moreove r, 
we believe that prompt corrective action, taken in an open and forth- 
rigbt manner, can accomplish much in the saving of time, money, 
and critical materials. Administrative personnel, whether civilian or 
military, who ignore or cover up the facts in an effort at face-saving 
are unworthy of positions of trust or responsibility. 

The following is an account of an ill-advised contract where the 
mistakes were—or should have been—obvious long before actual per- 
formance began. This case is an example of an effort-to hide rather 
than admit error, and it recounts some of the wasteful and extravagant 
expenditures which ensued. 





1 Name changed to Committee on Government Operations, July 4, 1952. 
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In the fall of 1950 the Ordnance Corps had on hand a large quantity 
of 2.36-inch rockets manufactured during World War II. This is the 
infantry rocket fired from the shoulder-held launcher called the 
bazooka. The rocket is propelled by the rapid burning of a propellent 
charge inside a short length of steel tubing, the propellent gases being 
expelled through a jet at the rear of the rocket. This motor tube of 
the rocket in which the propellent charge is burned must be able to 
withstand high, almost explosive internal pressures. To guard against 
failure of the tube on firing, which could seriously injure the soldier 
firing the bazooka, Army procedure requires rigid testing. 

Many of the World War II motor tubes were made of low-carbon 
steel. Before assembly into the rocket each of these tubes was hy- 
draulically tested to withstand an internal pressure of 12,000 pounds 
per square inch. Since the last war improved propellent and explosive 
charges have been developed and mechanical improvements have been 
made. 

For some time the Ordnance Corps had been considering renovating 
the World War II rockets. One difficulty lay in raising the strength 
of the motor tubes to withstand test pressures of 22,000 pounds per 
square inch, which gives a 50-percent safety margin above the firing 
pressure of 14,600 pounds per square inch. This might be done by 
heat-treating the tubes, about 1,500,000 of them. Successful renova- 
tion of the tubes would be about $3 cheaper per tube than buying new 
alloy steel tubes. There would also be a saving of about 1,000,000 
feet of alloy steel tubing, which has been in extremely short supply. 

But heat-treating the tubes raised certain difficulties. At the fore- 
end of the tube there is a plug which is brazed in with silver solder. 
The temperature required to heat-treat the tube would melt the silver 
solder and cause a defective joint. In the fall of 1950 a company with 
experience in heat treating and rocket research proposed to the Ord- 
nance Corps a method of heat-treating the motor tubes. This com- 
pany was the H. F. Holden Co. of Detroit, Mich., and New Haven, 

onn. 

The Holden company proposed to disassemble the plugs from the 
tubes, replace the silver solder with another metal having a higher 
melting point than the temperature of the heat-treating process, re- 
braze the plugs into the tubes, and then heat-treat the tubes in a 
furnace having a controlled gaseous atmosphere which would increase 
the carbon content of the metal. 

The Holden company reheat-treated some sample lots which were 
tested by Picatinny Arsenal. These tests convinced the Ordnance 
Corps that salvage of the tubes was feasible. On December 19, 1950, 
Ordnance Corps headquarters in Washington recommended to the 
Ordnance Ammunition Center in Joliet, Ill., that immediate action 
be taken to salvage all the low-carbon steel rocket motor tubes by the 
heat-treatment process developed by the Holden company or an 
equivalent. 

On February 2, 1951, the Ordnance ammunition center instructed 
the commanding officer of the Milan Arsenal at Milan, Tenn., to 
negotiate with commercial concerns to modify the tubes. Some of 
these tubes did not require reheat-treating, as they were of fairly 
recent manufacture and made of alloy steel. These would require 
only mechanical modification and the Ordnance ammunition center 
recommended that Milan Arsenal make one contract to cover this 
work. It was also recommended that a second contract cover the 
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tubes which would require both reheat-treating and the mechanical 
modification. The instructions stated: 

Your negotiation for this particular phase of the work will require that the 
prospective contractor prove his heat-treating process by submission of treated 
samples to Picatinny Arsenal for tests and by proving ground tests, prior to award 
of a contract and without cost to the Government. Also, reworked stabilizer 
tubes in this group must be hydrostatically tested twice by the manufacturer, 
48 hours apart, instead of once as now required by specification. The heat- 


treating process developed by the Holden company has been already proven in 
this regard. 


A young Ordnance Corps officer, stationed at Milan Arsenal, was 
authorized to find prospective contractors for the work. Among the 
potential contractors he consulted was a reputable manufacturer of 
electric fans, the Hunter Fan & Ventilating Co. of Memphis, Tenn. 
This company appeared to be well qualified to accomplish the me- 
chanical renovation of the rockets. The Hunter company had no 
experience in heat-treating, an important step in the renovation process 
from the metallurgical viewpoint. 

The Ordnance Corps officer is understood to have had some per- 
sonal experience in heat treating by induction. In this method the 
metal to be heated is placed inside an electrical coil. High frequency 
electricity passing through the coil induces high temperatures in the 
metal in a matter of seconds. He went to a manufacturer of induc- 
tion-heating equipment and in its laboratory reheat-treated some of 
the tubes = induction methods. Preliminary tests indicated that 
the tubes would respond to this type of heat treatment. He took 12 
of these to Picatinny Arsenal for hydraulic testing at the required 
pressure of 22,000 pounds per square inch inside the tube. In some 
cases the plugs blew out of the tubes. In every case that the plug 
held, the tube was fractured by the internal pressure. 

The officer was still not convinced that the process was not prac- 
tical. At Government expense he bought a special induction coil 
with which he conducted more experiments at Milan Arsenal. The 
results led him to believe that the method was practical. He kept no 
record of his experiments. 

The Hunter company was aware of these experiments. On the basis 
of them it proposed to do both the mechanical modification and the 
reheat treating. If the induction method would work it would be much 
cheaper than the method proposed by the Holden company because 
it would not be necessary to disassemble the plugs from the tubes, 
rebraze the joints, and heat the tubes in a furnace for a relatively long 
period of time. Without disassembly, a tube could be placed in a coil 
and treated in a matter of seconds. 

Bids were obtained from the Holden company, the Hunter company, 
and a third company. The bid of the Holden company was con- 
siderably higher than that of the Hunter company. Ordnance per- 
sonnel testified that this was caused in part by the fact that the 
Holden company, although skilled in heat treating, did not have the 
metalworking experience of the Hunter company, and in part by the 
longer, more involved heat-treating process proposed by the Holden 
company. The proposals were: 


Phase I (machining only): 


Epupaes COmnen cee ute Lac ccul ls SL cual ke Sk $845, 856 

IN ake ites 343, 720 
Phase IT (heat treating and machining): 

DI IIR sea ot Sok cee 1, 955, 018 


Neen ee ee ne iw ecnnnatwen dows 1, 192, 260 
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The rocket experts in the Pentagon, civilians, were apprehensive 
that the contract might be awarded to a company with no heat- 
treating experience. They initiated a teletype to the Ordnance 
Ammunition Center on ie arom 2, 1951, reading in part: 

Rockets for training and combat necessitate only best qualified proven contractor 
be assigned this critical work * * 


On February 7, 1951, another message was sent to Milan Arsenal. 
It read: 


Due to critical nature of proved heat-treatment process necessary to pass double 
twenty-two thousand pounds per square inch hydrostatic test * * * low 
carbon steel motors and urgent need for renovated rockets to using services ex- 
tremely important that chosen contractor has developed proven heat-treating 
cycle to salvage these low carbon motor tubes and can pass double twenty-two 
thousand pounds per square inch hydrostatic test. * * * Under no circum- 
stances should contract be placed with unreliable contractor who has not indicated 
positive proven results to pass necessary tests. * * * Urgent requirements for 
these rockets to replace outmoded M6A3. [Emphasis supplied.] 

In light of these instructions it may have been the course of common 
sense to award a contract for heat-treating the tubes to a company 
experienced in heat-treating, and to award another contract for ma- 
chining the tubes to a company experienced in machining. The Hunter 
company did not have a positive, proven heat-treating process. 
Nevertheless, the Ordnance officer appeared before a special session 
of the awards board at the Ordnance Ammunition Center on March 8, 
1951, to state that he had personal knowledge of the facilities and abil- 
ity of the Hunter company to perform and that he considered it to be 
satisfactory and well qualified. The awards board recommended 
award of a contract to the Hunter company, and on March 13, 1951, 
a contract was made. 

The contract was in two parts. One part called for machining 
500,000 tubes. This part of the contract was executed to the satis- 
faction of the Ordnance Corps. The other part called for first reheat- 
treating and then machining 1,500,000 tubes at $0.7782 each, a total 
of $1,167,300. The contract required the company to furnish a 
pilot lot to Picatinny Arsenal for testing on or before August 1, 1951. 
Quantity production would not-be initiated prior to approval by the 
arsenal. The contract called for completion of all the work before 
August 1, 1952. 

In November 1951, after this subcommittee had begun its inquiries, 
the pilot lot promised for August 1, 1951, had not yet been shipped 
to Picatinny Arsenal. Representatives of the arsenal bad visited 
the company in August to learn the reasons for the delay. By this 
time the Ordnance officer who had handled the letting of the con- 
tract had been transferred to Joliet. He was ordered to Memphis 
to expedite production of the pilot lot which was finally shipped to 
Picatinny Arsenal on December 13, 1951. This pilot lot failed to 
pass the tests. 

On January 17, 1952, a civilian assistant to the Chief of Ordnance 
wrote to the commanding general of the Ordnance Ammunition Center 
stating: 


Information in this office indicates that stocks of subject rockets are virtually 
depleted. Requests for this type of ammunition from combat using services 
cannot be filled since existing stocks are completely exhausted. 


He reviewed the delay in production by the Hunter company and 
concluded with a question as to— 
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how soon production loading schedules can be met in order that the funds and 
materials are not lost and the using combat services requests for this type of 
ammunition can be filled. 

In April 1952 the contractor submitted a second pilot lot to Pica- 
tinny Arsenal for test. This lot, too, failed to pass the test. 

On May 5, 1952, Maj. Gen. E. L. Ford, Chief*of Ordnance, in a 
letter responding to a letter from the chairman of the subcommittee, 
reviewed the difficulties of the program. He stated: 

As for the heat treatment, the 22,000-pounds-per-square-inch pressure test puts 
a severe stress in the motor and the heat treatment must be of the very best 
quality, otherwise failure or distortion will occur. This severe test is required 
in order to insure that the rocket will safely withstand the firing stresses. This 
is essential because this rocket is fired from a shoulder launcher and a motor 


failure would probably result in death or serious injury to the soldier firing the 
rocket. 


In reference to the first pilot lot produced by the contractor, 
General Ford stated: 


Of particular concern to the Ordnance Corps was the arsenal’s report on the 
metallurgical examinaticn of the motors. The examination showed that the 
heat-treatment procedure did not produce a satisfactory metallurgical structure. 


He said: 


Information revealed at a special conference in this office indicates that there 
is a strong probability that the contractor now has discovered the weakness in 
his method and with a simple modification of procedure may be able to produce 
successfully. 

The special conference referred to, took place in the Pentagon on 
April 30, 1952, and among those present was the Ordnance officer who 
had played a principal part in this whole matter. He had again been 
sent to Memphis and had returned with the surprising discovery that 
85 percent of the tubes were not low-carbon steel after all, but were 
alloy steel, which would be easier to reheat-treat. He reported also 
that the contractor was disassembling the plugs from the tubes and 
rebrazing them with a metal having a high melting point. This, of 
course, was one of the major steps in the method originally proposed 
by the Holden company. It would appear that this is what General 
Ford refers to in saying, “‘the contractor now has discovered the 
weakness in his method.”’ 

A third pilot lot was submitted to Picatinny Arsenal in May 1952. 
The same Ordnance officer had again been sent to Memphis to expedite 
or supervise production of the lot. Instructions from the civilian ex- 
perts in the Pentagon were that this lot be composed of mixed alloy 
steel and low-carbon steel motors. Despite these instructions (if not 
actually in deliberate contravention) it appears that all of the tubes 
submitted for test were of the more easily treated alloy steel. The 
pilot lot submitted to Picatinny Arsenal may have been hand-picked 
in an effort to pass the test, rather than to assure satisfactory per- 
formance of the rockets ultimately to be renovated. This lot passed 
the Picatinny Arsenal tests and the company was given permission to 
initiate quantity production. However, no metallurgical examination 
was made of the tubes to determine if the metal was of good quality. 
It will be recalled that General Ford said of the first pilot lot, which 
was examined metallurgically: 


The examination showed that the heat-treatment procedure did not produce a 
satisfactory metallurgical structure. 
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On September 18, 1952, in executive session, the subcommittee 
heard testimony on the rocket-renovation program. It was revealed 
that although 41,000 tubes were to have been completed by August 31, 
1951, a year later that many had not been shipped. The subcom- 
mittee was assured that the contractor would soon reach the peak 
production rate, which originally was to have been reached April 1, 
1952. It was also learned that the original contract price of $0.7782 
per tube had been raised to $1.0058 per tube. 

The subcommittee was assured by the Ordnance Corps that the 
contractor had now developed a successful reheat-treating process 
and all was now well, but the testimony was so ambiguous and con- 
flicting that it was decided to send a staff member of the contractor’s 
plant and Milan Arsenal to ascertain the facts. 

The findings of the on-the-spot investigation raised serious doubts 
about the course being pursued by the Ordnance Corps. Picatinny 
Arsenal had approved quantity production by the contractor upon 
condition that the finished tubes meet a 6-percent elongation test. 
In this test a strip is cut from a sample tube and stretched until it 
breaks. It must stretch 6 percent, or twelve one-hundredths of an 
inch, before breaking. This test (in addition to the hydrostatic test) 
was intended to detect and eliminate tubes which are not sufficiently 
cuceie and elastic to withstand the shock of firing the propellent 
charge. 

The Ordnance Corps has engaged a well-known commercial test- 
ing laboratory to conduct these tests under the supervision of an 
Ordnance Corps inspector. A sample from each production lot of 
20,000 tubes is submitted to the laboratory. This sample consists of 
6 strips of metal cut from 3 tubes taken at random from the 20,000. 
Examination of the records of the testing laboratory showed that the 
first six lots submitted had passed within the definitions of the test 
with average elongation values running from 6.25 to 6.90 percent. 

However, on lot No. 7 the technician’s work sheet bore the notation, 
“two lots failed.”” It was discovered that the first sample submitted 
had failed. Standard Ordnance Corps testing procedures provide 
that when the first sample of a material under test fails, the size of the 
second sample must be double that of the first. The failure of the 
first sample casts doubt on the lot under test and extra care must be 
taken to detect the defective material. 

After the failure of the first sample of lot No. 7, normal procedure 
would call for the second sample to consist of 12 strips cut from 6 
tubes, a number twice that of the first sample. Instead, six strips cut 
from three tubes were again submitted. This sample also failed. One 
strip snapped after stretching only 1% percent, another after only 
2 percent, an indication that the metal was extremely hard and brittle. 

A third sample of six strips from three tubes was tested. This 
sample passed with an average elongation of 7.75 percent, the highest 
test average yet obtained. Only the result of this successful test 
was formally reported to the contractor and the Ordnance Corps, 
although a subcommittee representative was told that the contractor’s 
manager and the arsenal’s chief inspector had been verbally advised 
of the failure of the first two samples tested. The whole lot of approxi. 
mately 20,000 tubes was then formally approved for the further 
individual hydrostatic test before being shipped to Milan Arsenal. 
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The Ordnance Corps places major reliance on the 22,000-pounds-per- 
square-inch hydrostatic test which the contractor applies twice to 
each tube. 

It was also learned from the chief engineer of the contractor that 
one step of the renovation process, rebrazing, was actually removing 
carbon from the steel. This is known as decarburizing and has a defi- 
nite weakening effect. To counteract it Ordnance had authorized the 
company to buy at Government expense—about $10,000—a device 
to change the atmosphere of the brazing furnace. Delivery of -the 
device could not be made for 3 to 4 months. In the meantime 
production of the tubes continued without it. 

Samples of the reheat-treated tubes were taken by the staff member 
and submitted to an examination by metallurgists of the National 
Bureau of Standards. Their examination of the microstructure of 
the steel confirmed that extensive decarburization had taken place. 
It was also obvious that the heat treatment was not of the very best 
quality, as General Ford had stated to the chairman it must be. 

In the first week of October the chairman of the subcommittee dis- 
cussed this situation with Secretary Pace. The chairman pointed out 
that, according to his understanding of the sampling and testing pro- 
cedures which were being used, inevitably all of the reheat-treated 
tubes would pass the elongation test and that there is a possibility that 
some bad tubes have already passed. 

As a secondary consideration it was called to Mr. Pace’s attention 
that the Ordnance Corps is paying about $5,000 a day for this renova- 
tion work, and has no accurate idea about whether the finished prod- 
uct is acceptable. 

Mr. Pace agreed that the situation warranted close scrutiny by the 
Army, and instructed the Department counselor to examine all the 
facts and to take any steps necessary. The counselor decided to 
appoint a panel of three experts in the field of metallurgy to appraise 
the contractor’s performance. They are Mr. How ard L. Miller, 
Republic Steel Corp., Cleveland, Ohio; Dr. Elbert Rowland, Timken 
Roller Bearing Co., Canton, Ohio; Dr. ¢ George Sachs, Syracuse Uni- 
versity, Syracuse, N. Y. 

This panel did not meet until November 14, over a month after the 
Secretary of the Army had ordered an investigation. At this meeting 
the experts were presented with the facts and problems. Meanwhile 
the Army had ordered that none of the tubes be issued pending the 
report of the panel. 

These experts went to the contractor’s factory on November 19 
and inspected the process. Samples were taken for laboratory 
analyses. By the time they arrived on the scene the company had 
processed about 140,000 more tubes at a cost of over $140,000. 

On December 12 thé panel met to discuss the laboratory findings. 
The experts unanimously agreed that although the heat-treatment 
procedures now being employed are deficient, the tubes produced might 
be acceptable. They suggested modifications of the process which the 
Army is putting into effect. It was also learned at this meeting that 
the original specifications set by Picatinny Arsenal called for ring- 
gaging each tube to detect excessive distortion caused by the high 
internal pressures of the hydrostatic tests. According to the original 
specification any tube which bulged more than fourteen one-thou- 
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sandths of an inch was unacceptable. This specification had been 
omitted, either by the Ordnance Ammunition Center or Milan 
Arsenal. 

Ring-gaging each tube (which was the policy in effect immediately 

ag to this renovation program) is not Ibeia done. The tolerance 

ad been raised to thirty one-thousandths of an inch. Only tubes 
with visible bulges are being gaged, and not with a ring gage, but with 
a feeler gage. 

At the instance of the panel experts, firing tests were ordered to 
determine whether the bulge caused by the hydrostatic tests had 
weakened some tubes to such an extent that they might be unsafe 
and have to be discarded. The subcommittee understands that the 
panel will meet again subsequent to the completion of these firing 
tests and render an opinion concerning the safety of the tubes which 
have already been renovated. 

The situation was brought to Secretary Pace’s attention in early 
October—nearly 3 months ago. Meanwhile the contractor is per- 
mitted to continue production of the reheat-treated tubes, the service- 
ability of which is still unknown. American taxpayers are continuing 
to spend about $5,000 a day on this dubious procedure. 


CONCLUSIONS AND OBSERVATIONS 


1. Despite instructions formulated by qualified Ordnance Corps 
personnel, an Ordnance officer made a contract with an inexperienced 
company which did not demonstrate ability to perform. 

2. By February 1952, responsible officers of the Ordnance Corps 
were aware that the contractor was not qualified and that satisfac- 
tory performance on the rocket-renovation contract was doubtful. 
The contractor was allowed to experiment over a period of months, 
and was pronounced qualified only after a third lot was produced 
under the direct supervision of the Ordnance Corps. 

3. After the contractor went into quantity production, elongation 
tests of the tubes were improperly conducted. Standard Ordnance 
Corps procedures for this test were either ignored or misinterpreted 
to the point that results were unreliable if not actually valueless. 
Only time and further tests will tell whether these tubes can safely be 
used for firing or whether they may have to be scrapped. 

4. It is the opinion of the subcommittee that shortly after award 
of this contract top officers of the Ordnance Corps realized that a 
mistake had been made. Notwithstanding that, they were determined 
to vindicate the Ordnance Corps by making the contractor successful— 
or apparently so—regardless of the cost in time or money. 

5. The investigation of this program ordered by the Secretary of the 
Army provides some reassurance to the subcommittee. It appears 
that this will be a thorough study by competent people. From a 
financial standpoint the subcommittee hopes that the rocket tubes 
which have already been processed will be found serviceable. How- 
ever, in the opinion of the subcommittee, such an outcome would be 
nothing but luck and not the result of a well-conceived program 
properly carried out by the Ordnance Corps. 
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Mr. Mappen, from the Select Committee To Conduct an Investigation 
and Study of the Facts, Evidence, and Circumstances of the Katyn 
Forest Massacre, submitted the following 


FINAL REPORT 
{Pursuant to H. Res. 390 and H. Res. 539, 82d Cong. ] 


INTRODUCTION 


On September 18, 1951, the House of Representatives unanimously 
adopted House Resolution 390. This resolution provided for the estab- 
lishment of a select committee to conduct a full and complete investi- 
gation concerning the Katyn massacre, an international crime com- 
mitted against soldiers and citizens of Poland at the beginning of 
World War II. 

The Katyn massacre involved some 4,243 of the 15,400 Polish Army 
officers and intellectual leaders who were captured by the Soviets when 
Russia invaded Poland in September 1939. These officers were in- 
terned in three Soviet prison camps in the territory of the U.S. S. R. 
They were permitted to correspond with their families in Poland until 
May 10, 1940. Then all trace of these men was lost after that date. 
Nothing further of their whereabouts was known until several mass 

rraves containing remains of Polish bodies were discovered in the 
Katyn Forest near Smolensk, U. S. S. R., by the German troops in 
April of 1943. 

The Katyn massacre was one of the most barbarous international 
crimes in world history. Since the discovery of the graves, and until 
this committee completed its investigation, the massacre remained an 
international mystery. The Soviets blamed the Germans for the 
crime. They charged the Poles fell into Nazi hands when Germany 
invaded Russia in the summer of 1941. The Germans organized a 
medical commission investigation consisting of leading doctors from 
12 European nations including the neutral country of Switzer- 
land. This medical commission met at Katyn on April 29 and 30, 
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COMMITTEE APPOINTED 


1943, and unanimously determined that the Poles were massacred in 
the — of 1940. At that time the Katyn area was under the 
complete domination of the Soviets. 

Immediately following passage of House Resolution 390, the 
Speaker of the House of Representatives appointed the following 
members of this committee: Ray J. Madden, Democrat, Indiana, 
chairman; Daniel J. Flood, Democrat, Pennsylvania; Foster Furcolo, 
Democrat, Massachusetts ; Thaddeus M. Machrowicz, Democrat, Mich- 
igan; George A. Dondero, Republican, Michigan; Alvin E. O’Konski, 
Republican, Wisconsin ; and Timothy P. Sheehan, Republican, Illinois. 

The committee selected John J. Mitchell as chief counsel and Roman 
C. Pucinski as chief investigator. 


PROCEDURE 


The committee’s investigation was divided into two phases: First, 
to establish which nation actually was guilty of the massacre; and, 
second, to establish whether any American officials were responsible 
for suppressing the facts of the massacre with all of its ramifications 
from the American people. 


INTERIM REPORT 


On July 2, 1952, this committee filed with the House of Representa- 
tives an interim report (H. Rept. 2430) in which it fixed the guilt for 
the Katyn massacre on the Soviet NK VD) Peoples’ Commissariat of 
Internal Affairs). On the basis of voluminous testimony, includin 
that of recognized medical expert witnesses, and other data assembl 
by our staff, this committee concluded there does not exist a scintilla 
of proof, or even any remote circumstantial evidence, that this mass 
murder took place no later than the spring of 1940. The Poles were 
then prisoners of the Soviets and the Katyn Forest area was still 
under Soviet occupation. 

In the interim report this committee recommended the Soviets be 
tried before the International World Court of Justice for committin 
a crime at Katyn which was in violation of the general principles a 
law recognized by civilized nations. The United Nations Charter 
presently carries provisions for the legal action recommended by this 
committee. 

Furthermore, this committee called attention to the striking simi- 
larity between the Katyn massacre and events taking place in Korea 
today. For 2 years the Soviets disavowed any knowledge of the 
vanished Polish officers and deceived the Polish Government in its 
search for these men. Today the Communists are similarly prolong- 
ing the Korean peace talks because they cannot account for the 8,000 
American soldiers reported by General Ridgway “killed as war crimes 
victims.” There are many indications that Katyn was a blueprint for 
Korea. 


INTERNATIONAL RED CROSS 


The International Committee of the Red Cross, in April 1943, re- 
quested Soviet permission to conduct a neutral investigation at Katyn 
and their request was ignored by Moscow. In March 1951, the Inter- 
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national Committee of the Red Cross sent two delegates to Peiping, 
China, to request permission to conduct a neutral investigation of 
alleged war atrocities in Korea. In July 1951 Communist Red China 
refused permission to conduct such an investigation. 

Excerpts of our interim report appear in the appendix. This 
final report will deal primarily with the second phase of our inves- 
tigation. 

SECOND PHASE 


The Congress requested that our committee determine why certain 
reports and files concerning the Katyn massacre disappeared or were 
suppressed by departments of our Government. 

cords and documents assembled from the State Department and 
War Department files provided a clear-cut picture of the tremendously 
important part the Katyn massacre played in shaping the future of 
postwar Europe. 

From these hitherto secret documents this committee learned that 
as early as the summer of 1942 American authorities considered a 
Polish Army extremely vital to the Allied war effort against Hitler 
and Mussolini. Documents introduced in our hearings describe con- 
clusively the efforts made to create such an army on Russian soil as 
quickly as possible. We learned further that American authorities 
knew as early as 1942 of Poland’s desperate efforts to locate her miss- 
ing officers who could lead the Polish Army being formed on Russian 
soil. 

These same documents show that when high-level Polish officials 
failed to obtain an adequate reply from the Soviets regarding the 
whereabouts of their missing officers, American emissaries intervened. 
In every instance, American officials were given the same reply: The 
Soviets had no knowledge of their whereabouts. 

United States Ambassador to Moscow, Admiral William H. Stand- 
ley, advised the State Department on September 10, 1942, that Soviet 
officials were opposed to United States intervention in Russo-Polish 
problems. This attitude was stated to Admiral Standley by Molotov 
when Standley inquired about the missing Polish officers. 

Throughout 1942-43—or until the mass graves were discovered at 
Katyn—this committee’s record recites a long series of efforts being 
made by the United States to aid the Poles. But it also shows the 
total lack of cooperation the United States received from the Soviets. 

When Russia finally broke diplomatic relations with Poland (April 
26, 1943) following the Polish request for an International Red Cross 
investigation of the Katyn massacre, Ambassador Standley warned the 
State Department that Russia had been seeking a pretext to break 
with Poland for some time. He emphasized that the Soviets were 
plotting to create a pro-Communist satellite Polish government which 
would take over Poland after the war. He warned that Russia was 
ee to create an entire belt of pro-Soviet governments in eastern 

urope, which would jeopardize the peace of Europe. 

It ts apparent that American authorities knew of the growing ten- 
sion between the Soviets and the Poles during 1942-43—and they like- 
wise knew about the hopeless search for the Polish officers—but at the 
time, all of these factors were brushed aside, on the theory that press- 
ing the search would irritate Soviet Russia and thus hinder the prose- 
cution of the war to a successful conclusion. 
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TOP UNITED STATES OFFICIALS TESTIFY 


The Katyn investigation revealed that many individuals through- 
out the State Department, Army Intelligence (G-2), Office of War 
Information and Federal Communications Commission, and other 
Government agencies, failed to properly evaluate the material being 
received from our sources overseas. In many instances, this informa- 
tion was deliberately withheld from public attention and knowledge. 
There was a definite lack of coordination on intelligence matters be- 
tween Army Intelligence (G-2) and the State Department, at least 
us far as the missing Polish officers and the Katyn massacre was 
concerned. 

The possibility exists that many second-echelon personnel, who 
were overly sympathetic to the Russian cause or pro-Communist- 
minded, attempted to cover up derogatory reports which were received 
concerning the Soviets. 

Former American Ambassador Averell Harriman—now Mutual 
Security Director—and former Under Secretary of State, Sumner 
Welles, explained why the United States acquiesced so frequently to 
outrageous Soviet demands. 

Both said the underlying consideration throughout the war was 
military necessity. They agreed that American foreign policy called 
for a free postwar Poland to assure stability in Europe. Both con- 
curred in the fact that the United States wanted a Polish Army very 
urgently in the Near East campaign. They insisted, however, that 
these considerations had to give way to military necessity and to the 
maintenance of our alliance with Russia. These witnesses further 
maintained the Allies feared Russia might make a separate peace with 
the Germans. 

American emissaries who reported the status of conditions concern- 
ing the Soviets were either bypassed or disregarded if their views 
were critical of the Soviets. When some of the emissaries expressed 
anti-Soviet observations, President Roosevelt sent his personal repre- 
sentative to confer directly with Marshal Stalin. 

This was borne out by testimony of Ambassador Standley, who 
said that when he warned against Russia’s postwar plans for forming 
a pro-Soviet bloc of nations around the U. S. S. R., President Roose- 
velt sent Wendell Willkie to confer with Stalin. Mr. Standley said 
he was not given the details of Mr. Willkie’s mission. 

In retrospect, we now realize the prophetic truth of Admiral 
Standley’s warning about the Soviets which he made in 19438, when 
the Katyn massacre was announced to the world for the first time. 
(See vol. VII of the published hearings.) 

Both Mr. Harriman and Mr. Welles, in testifying before our com- 
mittee, conceded in effect that the United States officials had taken a 
gamble on Russia’s pledge to work harmoniously with the western 
democracies after the war—and lost. 

However, they presented arguments to justify their actions. Mr. 
Harriman insisted that agreements made at Tehran and Yalta would 
have assured a lasting peace if only the Soviets had kept their 
promises. 

Mr. Harriman insisted that territorial concessions made to the 
Soviets at the Big Three conferences were predicated on the military 
reality that the Soviets were actually in physical control of these 
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lands. To have resisted their demands, or to have tried to drive the 
Soviets out by force, would have meant prolonging the war, Mr. 
Harriman maintained. 

He further testified that concessions made to the Soviets at Yalta 
were made at a time when the American Joint Chiefs of Staff insisted 
on getting the Soviets into the Japanese war at all costs. 

Mr. Harriman said he personally “was full of distrust of the Soviets 
at the time.” He declared the Yalta agreements were breached by the 
Soviets. He stated that the present government in Poland is not rep- 
resentative of its people. He added, “It is a puppet government of 
the Soviet Union.” 

Mr. Harriman testified: 

The fact that they [the Soviets] broke these agreements has been one of 
the reasons why the Free World has become more and more united. (See vol. 
VII of the published hearings.) 

This committee believes the tragic concessions at Yalta might not 
have taken place if the Polish officer corps had not been annihilated 
by the Soviets at Katyn. With proper leadership, the Polish Army 
could have relieved a great deal of the early reverses suffered by the 
Allies. The Kremlin’s hand would not have been as strong at the 
Yalta Conference, and many of the concessions made because of 
“military necessity”, as maintained by Mr. Harriman, would have 
been obviated. 

This contention is borne out by a portion of a telegram sent to the 
State Department on June 2, 1942, by A. J. Drexel Biddle, Jr., Ameri- 
can Ambassador assigned to the Polish Government in Exile in 
London. (See exhibit 21, pt. VII of the published hearings.) 


The absence of these officers is the principal reason for the shortage of 
officers in the Polish forces in Russia, wither officers from Scotland had to 
be sent lately. The possible death of these men, most of whom have superior 
education, would be a severe blow to the Polish national life. 


PRESIDENT ROOSEVELT INTERCEDES 


This committee heard testimony and studied documents which 
clearly show President Roosevelt himself appeared concerned about 
Polish-Soviet relations. When Marshal Stalin informed the Presi- 
dent of his decision to break off diplomatic relations with the Poles 
following their demand for an International Red Cross investigation 
of Katyn, Mr. Roosevelt sent a personal message urging Stalin to 
reconsider his action. 

The tone of Mr. Roosevelt’s message clearly demonstrated his desire, 
above all, to retain cordial relations with the Soviets. (See exhibit 17, 
pt. VII of the published hearings.) 

When again, in 1944, former Ambassador George Howard Earle, 
who served as a special emissary for President Roosevelt in the 
Balkans, tried to convince Mr. Roosevelt that the Soviets were guilty 
of the Katyn massacre, the President dismissed the suggestion. 

Testifying before this committee that he based his statement to 
the President on secret documents and photographs of Katyn clearly 
establishing Soviet guilt, Mr. Earle quoted the President as replying: 

George, this is entirely German propaganda and a German plot. I am abso- 
lutely convinced the Russians did not do this. 

26668—52 
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It becomes apparent to this committee that the President and the 
State Department ignored numerous documents from Ambassador 
Standley, Ambassador Biddle, and Ambassador Winant, American 
emissary to London, who reported information which strongly pointed 
to Soviet perfidy. 

It becomes obvious Mr. Roosevelt’s dealings with the Soviets 
throughout the war were based on a strong desire for mutual coopera- 
tion with Russia in the war effort. This desire was based on a belief in 
Soviet Russia’s sincerity. It is equally obvious that this desire com- 
— overshadowed the dictates of justice and equity to our loyal 

ut weaker ally, Poland. 


CONCLUSIONS ON THE DEPARTMENT OF STATE 


When Sumner Welles was asked by a member of this committee if 
a more firm attitude toward the Soviets during the war would have 
helped avoid some of today’s postwar problems, Mr. Welles replied : 

It is a very difficult thing to answer in the light of hindsight. As I look at it 
today, I think you are entirely correct. As we looked at it then, of course, the 
success of the war effort was the major effort; and I must remind the committee 
that the one overshadowing fear on the part of our military authorities at that 
time was a separate peace on the part of the Soviet Government with Germany. 

It appears from the record that the Katyn massacre undermined 
Polish-Soviet relations throughout the war and thereafter. Katyn was 
a means to an end. The Soviets had plotted to take over Poland as 
early as 1939. Their massacre of these Polish officers was designed to 
eliminate the intellectual leadership which subsequently would have 
attempted to block Russia’s ultimate designs for complete communiza- 
tion of Poland. This was but a step of the Soviets toward the complete 
communization of Europe and eventually the entire world, cluding 
the United States, 

The record of this committee shows that the United States had been 
forewarned of Soviet Russia’s treacherous designs on Poland and the 
rest of Europe. Whatever the justification may be, this committee 
is convinced the United States in its relations with the Soviets found 
itself in the tragic position of winning the war but losing the peace. 


THE VAN VLIET REPORT 


On May 22, 1945, an American Infantry officer, Col. John H. Van 
Vliet, Jr., arrived in Washington from Europe and promptly reported 
to Maj. Gen. Clayton Bissell, Army Assistant Chief of Staff in charge 
of Army Intelligence (G-2), to record his observations at Katyn. 
Colonel Van Vliet and Captain Donald Stewart, while German prison- 
ers of war, had been taken to the mass burial grounds by the Nazis in 
May 1943. It was apparent the Nazis had hoped to bolster credence in 
their charges by taking Colonel Van Vliet and Captain Stewart, as well 
as British officers, to the scene of the graves. Neither Colonel Van 
Vliet nor Capt. Donald Stewart would commit themselves to any con- 
clusion while in Nazi detention. But as soon as Colonel Van Vliet 
was liberated he came to the Pentagon to make his report. 

In his report, dictated on General Bissell’s orders, Colonel Van 
Vliet described his observations and concluded, emphatically and 
unequivocably, that he was convinced the Polish officers were murdered 
by the Soviets. 
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General Bissell promptly labeled the report “Top secret.” This 
report was made in a single original manuscript without copies. 
General Bissell ordered Colonel Van Vliet to maintain absolute secrecy 
concerning his report. 

This “Top secret” document has disappeared from the Army In- 
telligence (G-2) files, and to this date has not been found. The 
search for the Van Vliet report has been one of the most important 
tasks of this committee. An independent investigation conducted 
by the Army’s Inspector General in 1950 concluded the report had 
been “compromised” and that there is nothing to indicate it had ever 
left Army Intelligence (G-2). This finding was in response to Gen- 
eral Bissell’s allegation that he “believes” he had forwarded Van 
Vliet’s report to the Department of State. 

Appearing before this committee on two different occasions, Gen- 
eral Bissell steadfastly maintained his belief that he had forwarded 
the document to the Department of State on May 25, 1945. 


GENERAL BISSELL TESTIFIES 


General Bissell introduced into evidence a letter he had written 
to Assistant Secretary of State Julius Holmes on that date, inquir- 
ing if the State Department had any record of another Van Vliet 
document, and interrogation by a Swiss Protecting Power official 
shortly after Colonel Van Vliet had visited Katyn. Bissell’s letter 
of May 25 bears no notation that an enclosure was attached. Nor 
is there any record of a receipt for the “Top secret” report to prove 
the document actually was received by the Department of State. 
(See exhibit 5, pt. VII of the published hearings. ) 

General Bissell introduced into evidence another letter he had 
written on August 21, 1945, to Mr. Frederick B. Lyon, Mr. Holmes’ 
assistant in the Department of State. In this letter General Bissell 
includes a report by a British officer who likewise was taken to Katyn 
by the Nazis. General Bissell concludes his letter of August 21 with 
the statement : 

This report substantiates in effect the statement of Col. John H. Van Vliet, Jr., 
forwarded to General Holmes on the 25th day of May 1945. 

In his testimony before this committee General Bissell contended 
that the particular phrase in his letter of August 21 substantiates his 
claim that he sent the Van Vliet report to the State Department. 

Both Mr. Holmes, who is now Minister of the American Embassy 
in London, and Mr. Lyon testified before the committee. Under oath, 
they disavowed any knowledge of ever having received the Van Vliet 
report from General Bissell. They also stated that if they had dis- 
cussed this report with General Bissell they would have remembered 
it because of the “political significance” involved at that time. 

It is this committee’s conclusion that General Bissell is mistaken 
in his claim that he might have forwarded the Van Vliet report to 
the State Department. The committee believes the Van Vliet report 
e. re removed or purposely destroyed in Army Intelligence 

—2). 

General Bissell himself admitted to the committee that had the Van 
Vliet report been publicized in 1945, when agreements for creating 
a United Nations organization reached at Yalta were being carried 
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out in San Francisco, Soviet Russia might never have taken a seat 
in this international organization. 

In justifying his actions for designating the Van Vliet report “Top 
secret,” General Bissell said he was madly carrying out the spirit of 
the Yalta agreement. 

He admitted the report was explosive and came at a time when the 
United States was still trying to get a commitment from the Soviets 
to enter the Japanese war. General Bissell contradicted his own 
theory when he told the committee that the Van Vliet report couldn’t 
have been sent to the Secretary of the Army “because it had nothing to 
do with the prosecution of the war at that time.” This committee was 
dismayed to learn that the United States Assistant Chief of Staff, 
Army Intelligence (G-2), was considering political significance of the 
Van Vliet document, which should have been treated objectively from 
a strictly Military Intelligence standpoint. 

In the opinion of this committee, it was the duty and obligation of 
General Bissell to process this document with care so that it would 
have reached the Department of State. 

General Bissell testified: 


I saw in it [the Van Vliet report] great possibilities of embarrassment; so I 
classified it the way I have told you, and I think I had no alternative. 

More amazing to this committee is testimony of three high-ranking 
American Army officers who were stationed in Army Intelligence 
(G-2) during General Bissell’s command of this agency. Testifying 
in executive session, all three agreed there was a pool of “pro-Soviet 
civilian employees and some military in Army Intelligence (G-2), 
ee explanations for almost everything that the Soviet Union 

id. 

These same witnesses told of tremendous efforts exerted by this 
group to suppress anti-Soviet reports. The committee likewise heard 
testimony that top-ranking Army officers who were too critical of 
the Soviets were bypassed in Army Intelligence (G-2). 

There is no question that Army Intelligence (G-2) knew of the 
military potential of the Polish Army which was being formed in 
Russia in 1941. In March 1942, an American Army officer, Col. Henry 
I. Szymanski, was sent to join that army as a United States liaison 
officer. Colonel Szymanski told this committee he never did carry 
out his mission in Russia because the Soviets refused him a visa. 
Szymanski was recalled in November 1942 to give a full account of 
Soviet obstruction to the creation of the much-needed Polish Army. 
Evidence unearthed by this committee shows that Szymanski’s highly 
critical reports of Soviet Russia were buried in the basement of Army 
Intelligence (G-2), and subsequently moved to the “dead file” of that 
agency. 


OFFICE OF WAR INFORMATION, FEDERAL COMMUNICATIONS COMMISSION 


When the Nazis, on April 13, 1943, announced to the world the find- 
ing of the mass graves of the Polish officers at Katyn and accused the 
Soviets, the Allies were stunned by this action and called it propa- 
ganda. Mr. Elmer Davis, news commentator, then head of the Office 
of War Information, an agency established by Executive order, told 
this committee he reported direct to the President. Under questioning 
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he admitted frequent conferences with the State Department and other 
Government agencies. However, testifying before this committee, 
when faced with his own broadcast of May 3, 1943, in which he ac- 
cused the Nazis of using the Katyn massacre as propaganda, he ad- 
mitted under questioning that this broadcast was made on his own 
initiative. 

This is another example of the failure to coordinate between Gov- 
ernment agencies. A State Department memorandum dated April 
22, 1943, which was read into the record (see vol. VII of the pub- 
lished hearings), stated : 
and on the basis of the various conflicting contentions [concerning Katyn] of 
all parties concerned, it would appear to be advisable to refrain from taking 
any definite stand in regard to this question. 

Mr. Davis, therefore, bears the responsibility for accepting the 
Soviet propaganda version of the Katyn massacre without full in- 
vestigation. A very simple check with either Army Intelligence 
(G-2) or the State Department would have revealed that the Katyn 
massacre issue was extremely controversial. 

Furthermore, members of the staff of both OWI and FCC did en- 
gage in activities beyond the scope of their responsibilities. This 
unusual activity of silencing radio commentators first came to light 
in August 1943 when the House committee investigating the National 
Communications Commission discovered the procedure. 

The technique utilized by staff members of OWI and FCC to si- 
lence was as follows: Polish radio commentators in Detroit and Buf- 
falo broadcasting in foreign languages after the announcement of the 
discovery of the mass graves of Polish officers at Katyn reported facts 
indicating that the Soviets might be guilty of this massacre. 

In May 1943 a member of the FCC staff suggested to a member of 
the OWI staff that the only way to prevent these comments was to 
contact the Wartime Foreign Language Radio Control Committee. 
This committee was made up of station owners and managers who 
were endeavoring to cooperate with the OWI and FCC during the 
war years. Accordingly a meeting was arranged in New York with 
two of the members of this industry committee. They were specifi- 
cally requested by the OWI staff member to arrange to have a Polish 
radio commentator in Detroit restrict his comments to straight news 
items concerning Katyn, and only those by the standard wire services. 
The fact that a member of the FCC staff attended this meeting is sig- 
nificant because the FCC in such a case had no jurisdiction. In fact, 
the FCC member was in New York to discuss the renewal of the radio 
license of one of these industry members. The owner of the radio 
station in Detroit was contacted and requested to restrict the com- 
ments of the Polish commentator on his station, and this was done. 

By applying indirect pressure on the station owner, these staff mem- 
bers accomplished their purpose, namely, keeping the full facts of 
the Katyn massacre story from the American people. (See vol. VII 
of the published hearings.) 

Office of Censorship officials testified and supported the conclusion 
of this committee that the OWI and FCC officials acted beyond the 


scope of their official Government responsibilities on this matter of 
Katyn. 
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Testimony before this committee likewise proves that the Voice of 
America—successor to the Office of War Information—had failed to 
fully utilize available information concerning the Katyn massacre 
until the creation of this committee in 1951. The committee was not 
impressed with statements that publication of facts concerning this 
crime, prior to 1951, would lead to an ill-fated uprising in Poland. 
Neither was it convinced by the statements of OWI officials that for 
the Polish-Americans to hear or read about the Katyn massacre in 
1943 would have resulted in a lessening of their cooperation in the 
Allied war effort. 


MR. JUSTICE JACKSON 


Mr. Justice Jackson appeared before this committee and advised 
that he had received no instructions or information concerning the 
Katyn massacre. When asked to explain how the Katyn affair hap- 
pened to come on the agenda of the Nuremberg trials under the indict- 
ment of Herman Goering, he stated that the Soviets were responsible 
for drawing indictments on war crimes committed in eastern Europe. 
Mr. Justice Jackson stated as follows: 


To the United States was allocated the over-all conspiracy to incite and wage 
a war of aggression. The British were assigned the violation of specific treaties 
and crimes on the high seas. Violations of the laws of war and crimes against 
humanity were divided on a geographical basis. The French undertook crimes 
in western Europe, and the Soviet prosecution was assigned the duty of preparing 
and presenting evidence of crimes in eastern Europe—an area largely in Soviet 
occupation, and to much of which the others of us had no access. The geographi- 
cal area thus assigned to the Soviet representatives included Katyn wood and 
Toland as well, but at that time it was not known that the Katyn massacre 
would be involved. 


When asked by the committee if he had received the various reports 
. then in the files of the State Department and Army Intelligence 
(G-2), Mr. Justice Jackson testified that he had not. When asked by 
the committee what he would have done if he had received these reports, 
he replied as follows: 

Of course, any information would have been helpful. If we had had informa- 
tion of that kind, I cannot pass on whether this would have been adequate, but 
if we had had adequate information of Russian guilt, we would not have con- 
sented at all to have the charge against the Nazis. It would have strengthened 
our hand in keeping it out immensely and probably would have resulted in the 
Soviets not making the accusation. 

Before this committee was formed, many allegations were made that 
Americans on Mr. Jackson’s staff at Nuremberg assisted the Soviets in 
the preparation of this case on Katyn against the Nazis. The commit- 
tee desired to clarify this point and specifically asked Mr. Jackson this 
question, and he denied that any member of his staff participated in 
the preparation of the Katyn indictment. 

The committee viewed with interest Mr. Justice Jackson’s statement 
in his testimony which is as follows: 

This history will show that, if it is now deemed possible to establish responsi- 


bility for the Katyn murders, nothing that was decided by the Nuremberg 
Tribunal or contended for by the American prosecution will stand in your way. 


CONCLUSIONS 


1. In submitting this final report to the House of Representatives, 
this committee has come to the conclusion that in those fateful days 
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nearing the end of the Second World War there unfortunately existed 
in high governmental and military circles a strange psychosis that 
military necessity required the sacrifice of loyal allies and our own 
principles in order ry i Soviet Russia from making a separate peace 
with the Nazis. 

For reasons less clear to this committee, this psychosis continued even 
after the conclusion of the war. Most of the witnesses testified that 
had they known then what they now know about Soviet Russia, they 
probably would not have pursued the course they did. It is undoubt- 
edly true that hindsight is much easier to follow than foresight, but it 
is equally true that much of the material which this committee un- 
earthed was or could have been available to those responsible for our 
foreign policy as early as 1942. 

And, it is equally true that even before 1942 the Kremlin rulers gave 
much evidence of a menace of Soviet imperialism paving the way for 
world conquest. Through the disastrous failure to recognize the 
danger signs which then existed and in following a policy of satisfying 
the Kremlin leaders, our Government unwittingly strengthened their 
hand and contributed to a situation which has grown to be a menace 
to the United States and the entire free world. 

2. Our committee is sending a copy of this report, and volume 7 
of the published hearings, to the Department of Defense for such action 
as may be proper with regard to General Bissell. We do so because 
of the fact that this committee believes that had the Van Vliet report 
been made immediately available to the Department of State and to 
the American public, the course of our governmental policy toward 
Soviet Russia might have been more realistic with more fortunate post- 
war results. 

3. This committee believes that the wartime policies of Army In- 
telligence (G-2) during 194445 should undergo a thorough investiga- 
tion. Testimony heard by the committee substantiates this belief, and 
if such an investigation is conducted another object lesson might be 
learned. 

4. Our committee concludes that the staff members of the Office of 
War Information and Federal Communications Commission who par- 
ticipated in the program of silencing Polish radio commentators went 
beyond the scope of their duties as official Government representatives. 
Actually, they usurped the functions of the Office of Censorship and 
by indirect pressure accomplished domestic censorship which was not 
within the jurisdiction of either of these agencies. 

5. This committee believes that if the Voice of America is to justify 
its existence it must utilize material made available more forcefully 
and effectively. 

6. This committee began its investigation last year, and as the com- 
mittee’s work progressed, information, documents, and evidence was 
submitted from all parts of the world. It was at this same time that 
reports reached the committee of similar atrocities and violations of 
international law being perpetrated in Korea. This committee noted 
the striking similarity between crimes committed against the Poles 
at Katyn and those being inflicted on American and other United 
Nation troops in Korea. Communist tactics being used in Korea are 
identical to those followed at Katyn. Thus this committee believes 
that Congress should undertake an immediate investigation of the 
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Korean war atrocities in order that the evidence can be collected and 
the truth revealed to the American people and the free peoples of the 
world. This committee will return to Congress approximately $21,000 
in surplus funds, and it is suggested that this money be made available 
by Congress for such an investigation. 


RECOMMENDATIONS 


The final report of the Select Committee Investigating the Katyn 
Forest Massacre hereby incorporates the recommendations contained 
in the interim report, filed on July 2, 1952 (H. Rept. No. 2430). 

This committee unanimously recommends that the House of Repre- 
sentatives approve the committee’s findings and adopt a resolution: 

1. Requesting the President of the United States to forward the 
testimony, evidence, and findings of this committee to the United 
States delegates at the United Nations; 

2. Requesting further that the President of the United States issue 
instructions to the United States delegates to present the Katyn case 
to the General Assembly of the United Nations; 

3. Requesting that appropriate steps be taken by the General As- 
sembly to seek action before the International World Court of Justice 
against the Union of Soviet Socialist Republics for committing a crime 
at Katyn which was in violation of the general principles of law 
recognized by civilized nations; 

4. Requesting the President of the United States to instruct the 
United States delegation to seek the establishment of an international 
commission which would investigate other mass murders and crimes 
against humanity. 


Ray J. Mappen, Chairman. 
Danie. J. Fioop. 
Tuappeus M. Macurowicz. 
Gerorce A. DonpEro. 

Atvin E, O’Konskt1. 
Trmorny P. SHeenan. 








SUPPLEMENTARY STATEMENT BY MR. 
SHEEHAN 


On November 22d I addressed a letter to the Honorable Ray J. 
Madden, chairman of our committee, listing my conclusions for the 
consideration of the Katyn Committee to be ine orporated in the final 
report. 

Most of these conclusions have been incorporated in the final report 
and I am happy to join with my colleagues in making this a unani- 
mous report. However, it seems to me that there is need for further 
emphasis on several points covered in the report and I feel these points 
can be best emphasized by this addendum to the final report. 


MISJUDGMENT OF RUSSIA 


On page 3 of this final report the opening sentence under the 
heading “Second phase” read : 

The Congress requested that our committee determine why certain reports and 
files concerning the Katyn massacre disappeared or were suppressed by depart- 
ments of our Government. 

From the disclosure of many hitherto secret documents and from 
the oral testimony of men like our former Ambassadors Standley and 
Harriman, Special Ambassador George Earle, the former Under 
Secretary of State Sumner Welles and others, the cover-up of the 
facts of the Katyn massacre and withholding them from the American 
people was but a part of the desire on the part of the Democrat ad- 
ministration to cover their basic and colossal error in their foreign 
policy judgment. 

President Franklin D. Roosevelt, who Mr. Harriman stated set 
our foreign policy and was the final authority on all foreign policy 
decisions, thought that Russia would disintegrate immediately after 
the end of the war. When warned by various of his appointees that 
Russia would become a great menace, Mr. Roosevelt silenced these men 
and refused to heed their advice. Mr. Roosevelt kept committing our 
country to agreements with the Russians in spite of the fact, as Mr. 
Harriman stated, that— 

* * * There were a series of misdeeds by the Russians, from our stand- 
point, beginning with the Ribbentrop treaty, that it (revelation of the Katyn 
massacre) would have contributed, I think, to further distrust of the Soviets. 


Roosevelt’s misjudgment that Russia would honor her agreements, 
in spite of the factual record of her past broken promises, has proven 
to be the major error in our entire foreign policy. In setting this 
policy, our Government, through the State Denartinant, the Army 
Intelligence G-2, the Office of War Information, and the Voice of 
America, followed the policy line so that the American people were 
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misled. During the war the American public was led to believe that 
Russia was a loyal and trustworthy ally and after the war and until 
very recently, the executive department covered up the fact that they 
were so grossly mistaken about Russia. 

To me, the reason why our Government suppressed the truth about 
the Katyn massacre was because this was but a small part of the giant 
error made in our foreign-policy program. If our Government would 
have disclosed the truth about Katyn and the sell-out of Poland, it 
would have had to disclose more truths about the perfidy of Russia. 
The American people would have then spoken in no uncertain terms 
and the Democrat administration did not want that to happen for very 
obvious reasons. 

PROPAGANDA AGENCIES 


Admittedly, during the Katyn investigation, we but scratched the 
surface on the part that the Office of War Information and the Voice 
of America took in following the administration line in suppressing 
the facts about the Katyn massacre. During the war there may have 
been a reasonable excuse for not broadcasting facts which were avail- 
able in our State Department and Army Intelligence about the Katyn 
massacre and other facts which proved Rossin’ failure to live up to her 
agreements. After the war there certainly was no excuse for not using 
in our propaganda war the truths which were in the files of our various 
Government departments. 

One of the witnesses from the Department of State, which controls 
the policy of the Voice of America, stated that they did not broadcast 
the fact of Katyn behind the iron crtain was because they did not 
have sufficient facts on it. Yet the preponderance of evidence pre- 
sented to our committee about the cover-up came from the files of the 
State Department itself. 

The Voice of America, in its limited broadcasts about the Katyn 
massacre, followed a wishy-washy, spineless policy. From other 
information revealed about the policies followed by the Voice of 
America, a committee of the Congress ought to make a thorough in- 
vestigation and see to it that the Voice pursues a firm and workable 
propaganda program and does not serve to cover up the mistakes of 
the State Department or the incumbent administration. 


ARMY INTELLIGENCE AGENCIES 


The United States Congress should investigate the wartime and 
postwar operation of the Army Intelligence (G-2) and the Counter- 
Intelligence Agency. 

In our search for the missing Van Vliet report in the Army Intel- 
ligence Agency, there was revealed a very serious lack of close liaison 
between the various Government agencies. 

There was revealed to the committee a definite pro-Soviet sympathy 
-by certain people working for G-2 during the war. In early 1942 one 
of our military attachés connected with Intelligence recommended 
that counterintelligence measures be set up against the Russians; he 
was advised that he showed a Russian bias and did not know what he 
was doing. Several men who were openly anti-Russian were soon 
transferred out of this department. Documents were missing from 
this department which tended to be contrary to Russian interests. It 
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was pointed out to our committee in executive session that quite a 
number of employees in G—2 who were suspected of Communist or left- 
wing sympathies were transferred to the Counter-Intelligence Agency. 
Just several months ago two German officials of an agency w hich is 
the equivalent of our Federal Bureau of Investigation refused to make 
use of our Counter-Intelligence Agency because they stated the Ger- 
man division of this agency was infiltrated by the Communists. 

Mr. Harriman in his testimony stated that on the “strong recom- 
mendation of our Chiefs of Staff” every effort was made to get Russia 
to come into the war against Japan. The quick and complete collapse 
of Japan took everyone by surprise because we thought the American 
armies would be forced to land on the plains of Tokyo. Postwar 
revelations proved that Japan sought out Russian help about 6 months 
prior to the end of the war, pleading with Russia to act as a peace 
intermediary. The Joint Chiefs of Staff were undoubtedly following 
the advice of Army Intelligence agencies, which apparently were 
grossly mistaken. 

Did Russian influence in our Army Intelligence contribute to this 
gross miscalculation of Japan’s fighting capabilities? If so, is this 
element still in Army Intelligence! For the peace and security of our 
country, some independent body such as Congress should investigate. 

Mr. Alvin E. O’Konski concurs in the above statement of Mr. 
Sheehan. 








SUPPLEMEN TARY STATEMENT OF MESSRS. 
MADDEN, FLOOD, AND MACHROWICZ 


We have carefully examined the statement submitted by Mr. 
Sheehan. We believe that the final report adopted ainiantulily and 
signed by all the members of the committee adequately and fully 
explains all the matters contained in thisaddendum. We are therefore 
submitting no additional remarks. 
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APPENDIX 
SXCERPTS FROM INTERIM REPORT, JULY 2, 1952 
I. INTRODUCTION 
* * * * * * + 


HEARINGS 


The committee's first public hearing was held in Washington on October 11, 
1951. It heard the testimony of Lt. Col. Donald B. Stewart, a United States 
Army officer, who as a German prisoner of war, was taken by the Germans to 
view the mass graves at Katyn in May 1943. (See pt. I of the committee's 
published hearings. ) 

The next set of hearings was held in Washington on February 4, 5, 6, and 7, 
1952. Seven witnesses appeared and rendered an account of their knowledge 
relating to the Katyn massacre. (See pt. Il of the published hearings.) 

In Chicago on March 138, 14, 1952, eight other witnesses were heard by this 
committee. (See pt. III of the published hearings. ) 

In London on April 16, 17, 18, and 19, 1952, 29 witnesses were heard. (See 
pt. IV of the published hearings. ) 

In Frankfurt, Germany, on April 21, 22, 25, 24, 25, and 26, 1952, 27 witnesses 
were heard. (See pt. V of the published hearings. ) 

In Berlin, Germany, on April 25, a subcommittee heard testimony from mem- 
bers of the German Commission on Human Rights and received approximately 
100 depositions which had been taken by that organization. 

In Naples, Italy, on April 27, testimony of Dr. Palmieri was heard. 

In Washington on June 3 and 4, 1952, testimony was heard from five witnesses. 

In the course of the hearings held by this committee to date, testimony has 
been taken from a total of 81 witnesses; 183 exhibits have been studied and 
made part of the record, and more than 100 depositions were taken from wit- 
nesses who could not appear at the hearings. In addition, the committee staff 
has questioned more than 200 other individuals who offered to appear as witnesses 
but whose information was mostly of a corroborating nature. 


LETTERS OF INVITATION 


The committee unanimously agreed that in order to make this a full, fair, and 
impartial investigation, it would be willing to hear any individual, organization, 
or government having possession of factual evidence or information pertaining 
to the Katyn massacre. 

Letters of invitation were forwarded to the Government of the U. S. S. R., 
the Polish Government in Warsaw, the Polish Government-in-Exile in London, 
and the German Federal Republic. The German Federal Republic and the 
Polish Government-in-Exile accepted the invitation: 

The Soviet Government rejected the invitation of the committee with the state- 
ment that a Special Soviet Commission (composed of all Russian citizens) had 
thoroughly investigated the Katyn massacre in January 1944 and consequently 
there was no need for reopening the issue. However, the Soviet Government did 
attach to their reply the special commission’s report "and it later was made part 
of the permanent record of this committee. (See pp. 223 through 247, pt. IIL of 
the published hearings. ) 

The Polish Government in Warsaw transmitted to the American Embassy a 
note likewise rejecting the committee’s invitation, part of which is quoted as 
follows 

“The attitude of the Polish Government re the activities of this committee was 
expressed in the declaration of the Polish Government published on March 1, 
1952, and the Polish Government does not intend to return to this matter again.” 

The entire note may be found on page 504 of part IV of the public hearings of 
this committee. 
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The attitude of the Polish Government as quoted above was revealed by the 
vicious propaganda blast issued in the form of a press release and circulated 
to all newspaper correspondents by the Polish Embassy in Washington. The 
chairman of the committee published this press release in its entirety in the 
Congressional Record on March 11, 1952, and called upon the Secretary of State 
to take prompt action relative to the propaganda activities of the Polish Embassy 
here in Washington. The Secretary of State on March 20, 1952, delivered a 
stern reprimand to the Polish Embassy regarding such press releases and greatly 
restricted its activities in this field. 


HOUSE RESOLUTION 539 


The first two series of hearings definitely established in the minds of this 
committee that it would be impossible to conduct a thorough investigation with- 
out obtaining the testimony of available witnesses in Europe. Consequently, the 
committee went before the House of Representatives on March 11, 1952, with 
House Resolution 539 which amended the original, House Resolution 390, and 
requested permission to take testimony from individuals and governments abroad. 
The House approved House Resolution 539 on March 11, 1952. 


FINDINGS 


This committee unanimously agrees that evidence dealing with the first phase 
of its investigation proves conclusively and irrevocably the Soviet NKVD (Peo- 
ples’ Commissariat of Internal Affairs) committed the massacre of Polish Army 
officers in the Katyn Forest near Smolensk, Russia, not later than the spring 
of 1940. 

This committee further concludes that the Soviets had plotted this criminal 
extermination of Poland's intellectual leadership as early as the fall of 1939— 
shortly after Russia’s treacherous invasion of the Polish nation’s borders, There 
can be no doubt this massacre was a calculated plot to eliminate all Polish 
leaders who subsequently would have opposed the Soviets’ plans for communizing 
Poland. 

In the course of its investigation, this committee has observed a striking simi- 
larity between what happened to the Polish officers in Katyn and the events 
now taking place in Korea. We unanimously agree that this committee would 
be remiss in its duty to the American people and the free people of the world if 
it failed to point out that the identical evasions by the Soviets to the Polish 
Government while the Poles were searching for their 15,000 missing officers in 
1941, appear again in the delaying tactics now being used by the Communists in 
Korea. 

This committee feels that Katyn may well have been a blueprint for Korea. 
Just as the Soviets failed for almost 2 years to account for the missing Polish 
officers, so to this day the Communists in Korea have failed to account for many 
thousands of captured United Nations soldiers. Among these are 8,000 Ameri- 
cans whom General Ridgway described as atrocity victims in his report to the 
United Nations last July, and the estimated 60,000 South Koreans still unac- 
counted for. 

The Communists’ delaying tactics in the Korean peace talks today may be from 
the same cloth as the nebulous replies received from the Soviets by the Poles in 
1941-42 while they searched for their missing officers. 


II. STATEMENT OF HisToRICAL Facts 


On September 1, 1939, Germany declared war on Poland and consequently 
World War II began. 

On September 13, 1939 the Polish Ambassador in Moscow was handed a note 
by the Soviet Government which stated that the Soviet Government was no 
longer in a position to remain neutral and that the Soviet Government had given 
orders to the supreme commander of the Red army to close the frontier of the 
Polish Republic. This note was without provocation and terminated the Soviet- 
Polish Treaty of Nonaggression. < 

Then on September 17, 1989, the Soviets crossed the Polish border and, under 
the guise of coming to the Poles’ assistance, occupied the eastern part of Poland. 

On September 28, 1939, the German-Soviet Boundary and Friendship Treaty 
(commonly known as the Ribbentrop-Molotov Pact) was announced to the world. 
Under this treaty Poland was divided—with Germany taking 72,806 miles, 
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population 22 million; the U. 8. S. R. taking 77,620 square miles, population 13 
million. 

From September 1939 through March 1940 a deliberate well-organized plan 
was executed by the NKVD to separate Polish Army officers and intellectual 
leaders from the mass of other Polish prisoners and the placing of those selected 
in three camps in Soviet Russia, namely, Kozielsk, Starobielsk, and Ostashkov. 

On June 22, 1941, the Germans attacked the U. S. 8. R. On July 30, 1941, the 
U. S. S. R. and Poland signed an agreement renewing diplomatic relations. 
Under this agreement, all Poles interned in Soviet prison camps within the terri- 
tory of the U. S. S. R. were to be released by the Soviets. The same agreement 
provided for the formation of a Polish Army whose commander was to be 
appointed by the Polish Government-in-Exile in London. 

On August 14, 1941, the Polish-U. S. 8S. R. military pact was signed. 

On August 16, 1941, General Anders began his fruitless search for the missing 
Polish officers. 

On April 13, 1943, the Germans announced the discovery of the mass graves 
at Katyn Forest in Russia containing bodies of Polish Army officers, intelli- 
gentsia, Government officials, and clergy. 

On April 15, 1943, the Polish Government-in-Exile in London appealed to the 
International Committees of the Red Cross to send a delegation to investigate 
on the spot the true state of affairs at the Katyn Forest, pear Smolensk, Russia. 

On April 25, 1943, V. M. Molotov, the People’s Commissar for Foreign Affairs 
of the U.S. 8. R. sent a note to Mr. T. Romer, Polish Ambassador to the U. S.S. R. 
Ambassador Romer refused to accept the note. 

On April 26, 1943, the U. S. S. R. severed diplomatic relations with Poland 
because Poland had approached the International Committee of the Red Cross 
to conduct a neutral investigation. 

On April 30, 1943, a medical commission of leading representatives of medical 
jurisprudence and criminology from 12 European universities and neutral coun- 
tries, selected by the Germans, signed a protocol establishing these Polish officers 
were massacred in the spring of 1940. 

On January 24, 1944, the Soviet Special Commission To Investigate the Katyn 
Massacre release its own report stating that the Nazi Germans had committed 
the atrocity after the Poles fell captive to the Nazis in July-August 1941. 

On July 1 and 2, 1946, the International Military Tribunal at Nuremberg heard 
testimony from both German and Russian witnesses concerning the Katyn 
massacre. No decision as to guilt was announced by the tribunal. 


III. Testrmony OF SurVIVORS OF THE THREE CAMPS 


Thousands of Poles were taken prisoners by the Soviet after its invasion of 
Poland in September 1939. These prisoners were grouped in some hundred-odd 
camps in Poland’s eastern territories and the western provinces of the Soviet 
territory. However, three of these camps were especially designated for the 
confinement of Polish officers, lawyers, doctors, clergy, professionals, government 
officials, and intellectual leaders—most of whom were reserve officers in the 
Polish Army. ; 

These camps and the number of Polish prisoners interned in each are as 
follows : Kobielsk, located east of Smolensk, imprisoned 5,000; Starobielsk, near 
Kharkov, held 4,000 Polish officers; and Ostashkov, near Kalinin, where 6,400 
Poles were interned. 

The committee heard testimony from 26 Polish officers who had originally 
been interned in one of these three camps. Their testimony revealed that— 

(1) A deliberate effort has been made by the Soviets to segregate the officers 
into groups. The majority of higher ranking Polish military officers were in- 
terned along with hundreds of Polish doctors—all army reservists—in Kozielsk. 
Noncommissioned officers and Poland’s peacetime political and educational lead- 
ers—also reservists—were interned in Starobielsk. And, finally, Poland’s frontier 
guards, home police, and public officials of eastern Poland were interned in 
Ostashkoyv. Religious leaders were interned in all three camps. 

(2) There is general agreement that these special prisoners in the three camps 
totaled about 15,400. They comprised the elite of the Polish military and civilian 
leaders. 

(8) This NKVD action was a planned, well-conceived, and highly organized 
separation of the Polish intelligentsia to pick out potential leaders of Poland 
after the war. 
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(4) These were not ordinary prisoner-of-war camps, but installations heavily 
guarded by the select NKVD, as contrasted to ordinary Soviet prisoner-of-war 
camps which were guarded by ordinary Russian soldiers. 

(5) These prisoners remained at the three camps from September—October 
1939, until April-May 1940. 


INTERROGATION OF PRISONERS 


(6) This 6 months’ interment was meant as a period of political investigation 
and observation. Each prisoner was examined exhaustively and in each instance 
several times—mostly during the night, with some interviews lasting several 
hours. 

(a) The NKVD placed great emphasis on the social origin, political views, 
party adherences, professional qualifications and in particular—if the prisoner 
had participated in Poland's successful defeat of the Bolsheviks in 1920. 

(b) During the long and exhausting interrogations, discussions were held on 
the subject of war, its reasons and probable outcome, the attitude of the prisoner 
toward Russia and particularly his knowledge of the Soviet Union. 

(7) It is obvious to the committee from this line of questioning and from 
the conclusions of the witnesses that the Soviets were trying to determine if 
any of these prisoners eventually could be converted to communism. Evidence 
clearly established that from this entire group of Poles interned at the three 
camps, only six subsequently joined Soviet forces. 

(8) About March 1940, the interrogations were completed and it was announced 
almost simultaneously in Kozielsk, Ostashkov, and Starobielsk the camps would 
shortly be liquidated. Rumors began to circulate in the camp that the prisoners 
would be sent home. According to testimony presented to this committee by 
witnesses both in America and Europe, the camp authorities, when speaking to 
the prisoners, encouraged these rumors. 

During evacuation of the 3 camps, groups of 200 to 300 Poles left each day, 
sometimes every second day and sometimes every third day. 

(9) The evacuation continued in the three camps until the middle of May 
1940. From among this entire group of 15,400 Poles interned in the 3 camps 
only 400 survived. These were taken to another NKVD camp at Pavlishev-Bor 
where the Soviets continued questioning them in hopes of converting them to 
communism. 

(a) Apart from this small group of 400 Poles who survived (listed in exhibit 
2, part IV of the published hearings), the world has never heard from a single 
other Pole who was interned in these camps between the period September- 
October 1939, and April-May 1940. 

(b) The Polish Government-in-exile and relatives who subsequently fled from 
Communist Poland have tirelessly searched for these missing men for 12 years. 
In not a single instance have any of these prisoners been heard from or seen 
since May 1940, except the 4,148 identified in the mass graves of Katyn. 

(c) In October of 1940, when the Soviets began to fear an assault by the Nazis, 
certain members of this group of 400 survivors were aske@ to form a staff for a 
proposed Polish Army in Russia. It was apparent this group did not have enough 
qualified men for such a staff. One witness testified in London that he asked the 
Soviet Minister of State Security Mirkulow why the Russians didn’t select this 
staff from among those Poles evacuated from Kozielsk, Starobielsk, and Osta- 
shkov. Mirkulow replied: “We have committed an error. These men are not 
available. We will give you others.” This statement was made by Mirkulow 6 
months after the Russians evacuated the three camps. (See p. 553, vol. 1V of the 
published hearings. ) 

RUSS ADMIT THEIR “BLUNDER” 


(dq) This same witness related similar statements made by Soviet Minister 
Beria of the NKVD to Lieutenant Colonel Berling, one of the six Poles who 
turned traitor and joined the Soviet forces in 1941. Berling likewise asked Beria 
in October of 1940, why the Soviets didn’t enlist the officers from these camps in 
the proposed Polish Army. Beria replied: “We have committed a great blunder. 
We have made a great mistake.” (See p. 554, vol. IV of the published hearings. ) 

(10) All correspondence from those interned in the three camps ended May 
1940. 

(a) While interned at Pavlishey-Bor, the 400 survivors continued to corre- 
spond with their families in Poland and those testifying before this committee 
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said they received countless inquiries regarding the fate of their compatriots who 
were previously interned in the three camps. 

(b) A Special Family Bureau established by the Poles in Russia following the 
rapprochement of 1941 received thousands of inquiries regarding the missing of- 
ficers. In not a single instant was it reported that any news of these officers was 
received in Poland subsequent to May 1940. 

(11) Only those Poles interned at Kozielsk were massacred in the Katyn 
Forest. 

(a) Numerous survivors of the Kozielsk camp testified they saw inscriptions 
written by those who departed earlier: “We are being unloaded in Gniezdovo.” 
This rail station is 12 miles west of Smolensk and 2 miles from Katyn Forest. 

(b) One of the survivors from Kozielsk who was actually taken to Gniezdovo 
and then spared in the last moment said he saw NK VD guards with fixed bayonets 
guarding the Poles while they were being removed from the train into lorries 
which had backed up to the train. 

“The prisoners were asked to go into the autobus, and not stopping on the 
ground, but just to go from the railroad wagon immediately into the back door of 
the autobus. The autobus was of quite an ordinary type. The windows were 
painted, or rather smeared with some white color—I imagine it was just smeared 
with lime—and the autobus took about 30 people. Then it went away, and re- 
turned after more or less half an hour—I cannot tell exactly, because I had no 
watch with me, but about half an hour—take the next party and this proceeded 
for some hours. * * * (See p. 606, vol. IV of the published hearings.)” 

It is significant to note that this witness mentions that the NKVD had guarded 
the Polish officers being removed from the train and that the NKVD were armed 
with fixed bayonets. Testimony presented to this committee by doctors who had 
performed autopsies on the bodies of the massacred Poles found in Katyn, was 
conclusive that besides the bullet hole shown in the head which was the cause 
of death of most of these men, there were some who showed signs of bayoneting. 
Dr. Miloslavich testified in Chicago that the bayonet wounds were of the four- 
bladed type which are used exclusively by the Soviets. 

(c) The last entry in the diary found on the massacred body of Maj. Adam 
Solski in the Katyn Forest, dated April 8, 1940, stated : 

“From 12 noon we are standing at Smolensk on a railway siding. 

“April 9, 1940, a few minutes before 5 in the morning reveille in the prison cars 
and preparation for departure. * * * We are to go somewhere by car, and 
what then? 

“April 9, 1940, 5 a. m. 

“April 9, 1940. From the very dawn, the day started somewhat peculiarly. 
Departure by prison van in little cells (terrible) ; they brought us somewhere into 
the woods—some kind of summer resort. Here a detailed search. They took 
the watch, on which time was 6:30 a. m. (8:30), asked me for my wedding ring, 
which they took, roubles, my main belt and pocket knife.” 

The diary ends there. It is included in the transcript of the committee’s hear- 
ings in London as exhibit 28 (pp. 726 to 731, pt. IV). This diary was brought 
to the committee’s attention by General Bor-Komorowski, who testified in London, 
and by other witnesses previously heard in Washington and Chicago. 

(12) Prisoners evacuated from Starobielsk testified they also saw inscriptions 
in train prison cars but in this case they stated: “We are being removed or un- 
loaded in Kharkov.” See p. 525, pt IV.) 

(13) The trail of prisoners evacuated from Ostashkov ends at Wisama. 

(a) Zygmunt Luszezynski, of London, testified that after he was evacuated 
from Ostashkov on April 24, 1940, his train composed of seven cars, stopped at 
Wiasma. He stated: 

- “We were taken from Ostashkov to Wiasma, where we remained at the siding 
for 3 days; then six of the seven cars were disconnected and they went in some 
other direction, and the care in which I was present was taken to Babynino (en 
route to Pavlishev Bor). (See p. 614, part IV.)” 

(b) Other testimony strongly supports the theory that the Ostashkov prisoners 
were drowned in the White Sea. 

(c) Adam Moszynski, himself a former prisoner at Starobielsk, author of the 
most authentic list of names of prisoners interned in the three camps (See exhibit 
5A in the appendix of part III) testified: 

“T am sure there are three Katyns in the world. One Katyn is in the Katyn 
Forest, near Gniezdovo (Smolensk) ; the second Katyn, of Starobielsk, could be 
near Kharkov, and the prisoners of Ostashkov, near the White Sea. * * * 
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Rovures TAKEN By PouisH PrRIsoNeRS OF War Evacvuatep From THE THREE 
Camps: KozietskK, OsTASHKOV, AND STAROBLIELSK DuRING THE SPRING OF 
1940 Waite tHE Terrirory Stitt Was 1n Soviet Hanns 


LEGEND 
eam en The route of the murdered Polish officers subsequently found buried in the mass 
— graves at Katyn. 
C2: > —_ Probable route of those missing but not found at Katyn. 


xt => Route of the 400 Polish officers who survived. 


cxxcee> ee Route of these 400 survivors when they eventually were released by the Soviet 
and permitted to join the Polish Army in Russia in 1941. 
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“To the best of my knowledge, based on considerable research on the subject, 
the prisoners in Ostashkov were placed on two very old barges, and when the 
barges were towed out to sea they were destroyed by Russian artillery fire.” 

(14) Col. George Grobicki, who had been interned in Kozielsk, testified that: 

“Everybody was dressed when leaving the camp just as he was when taken 
prisoner. Most of the people were in overcoats when they left the camps.” 

This testimony corroborates to a great extent the testimony of numerous wit- 
nesses who had actually been taken to the scene of the graves and who had 
observed that most of the bodies of the massacred Polish officers were buried 
either wearing overcoats or winter underwear. 

Grobicki’s testimony becomes very pertinent when we recall that in the Soviet 
countercharge accusing the Nazis for this crime, Russian witnesses claim these 
prisoners Were executed by the Germans as early as August of 1941. This com- 
mittee considers it doubtful the victims would be wearing winter garb in August. 

(15) Even more startling was Grobicki’s testimony that when he read the list 
of Poles being removed from the graves in Katyn published by the Germans 
shortly after the discovery of the graves in 1943, he neted that these bodies were 
being exhumed in the same group formations as they were when evacuated from 
Kozielsk. It is difficult to accept the theory that these men who allegedly left 
Kozielsk in April of 1940, to be assigned to special work units west of Smolensk 
by the Russians, should remain in the identical groupings until 1941 when they 
were allegedly murdered by the Germans. 

(16) This committee has tried to establish how the 400 who survived from the 
three camps were selected. General Wolkowicki, testifying in London, said he 
believed he was spared because prior to Poland’s rebirth, following World War I, 
he was a Russian Naval officer who won distinction in the Russo-Japanese War. 

“I was the only officer who opposed the surrender of (this Russian) ship, and 
that is why their attitude toward me was one of considerable interest. (See p. 
645, pt. IV.)” 

(A) General Wolkowicki showed this committee an immunization card given 
to him by the Russians while he was interned at Kozielsk. He testified hundreds 
of similar cards subsequently were found on the bodies of Poles exhumed in 
Katyn. (See exhibit 17, pt. IV.) 

This eommittee considers itself fortunate in getting the testimony of the 
above-mentioned witnesses who constitute only a small group of the 400 survivors 
taken to Griazovec by the Soviets in June 1940, and who remained there until 
they were released on July 30, 1941, to join the Polish Army. Their testimony 
has been instrumental toward helping this committee arrive at a conclusion, 


1V. SEARCH FOR THE MISSING POLISH OFFICERS 


Having established that approximately 15,400 Polish officers and leaders had 
been imprisoned in these three major camps and that after June 1940 only 
400 were known to be alive, the next major trend of the committee’s evidence 
deals with the efforts of the Polish Government in Exile in London to find traces 
of the missing Polish officers from August 1941, through the entire year of 1942. 
This official Polish search resulted from one of the quirks of history: 

Nazi Germany and Soviet Russia had been allies from August 1939, and par- 
ticularly during the fourth dismemberment of Poland. In mid-June 1941, this 
unholy totalitarian alliance fell apart when Hitler’s legions swept across the 
Russian boundaries to overwhelm the Russian armies. Within 2 months the 
Nazis had driven into the Ukraine past the area of Smolensk. 

Following the Germans’ attack and their overwhelming military victories, 
which were driving the Russians into dangerous retreats, the Soviet leaders 
were temporarily desirous of securing military aid from anywhere and anybody. 
As part of the Kremlin's negotiations with the British Government, the Soviets 
recognized the Polish Government in Exile in London. 

The Soviets and the Polish Government entered into an agreement in July 
1941, whereby all the Polish prisoners in Russia, except acknowledged criminals, 
were to be granted an amnesty by the Soviets and be transferred to specially 
designated camps where they would be organized into Polish army divisions 
under Polish officers. It was expected that this reborn Polish Army would 
join Russian armies in their fight against the Nazis. -As part of this official 
arrangement, General Wladislaw Anders, who was at that time a prisoner in 
the Lubianka prison in Moscow, was accepted by the Russians as commanding 
general of the proposed Polish armed forces. 
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ANDERS SEES STALIN 


When he was released, General Anders immediately sought to collect as his 
staff officers those men whom he personally knew had been captured by the 
Soviets. Shortly after the arrangement between the Soviets and the Poles and 
the appointment of General Anders as Polish commander in chief, small groups 
of Polish soldiers from Griazovec and other prison camps joined the Anders 
command. Only 400 of the officers reporting had been numbered among the 15,400 
men who had been at Kozielsk, Starobielsk, and Ostashkov prior to May 1940. 
Very few of these men were the staff officers whom Anders knew personally and 
whom he needed. Where were the other 15,000 Polish leaders? From then until 
the summer of 1942 when General Anders commenced to move his Polish troops 
out of Russia into the Middle Bast he continued his search for these officers. 
Repeated requests, personal and official, were made to the Russian general staff, 
to the Russian foreign office, and even to the NKVD, for information about these 
missing officers. 

General Anders in addition to making official representations to the Russian 
Government authorized one of his officers, Maj. Josef Czapski, to make a search 
for these officers throughout Soviet prisons. General Anders also secured an 
interview with Premier Stalin in December 1941. 

At this meeting, General Anders accompanied the head of the Polish Govern- 
ment in Exile, General Sikorski, and the Polish Ambassador in Moscow, Mr. Kot. 
Stalin personally was asked about these missing Polish officers. The Soviet 
Premier insisted he was not detaining them nor did he have them. 

General Anders testified in London before this committee: 

“We inquired, ‘Well, where could they have gone? ‘To this Stalin replied, 
‘They escaped.’ We asked, ‘Where could they have escaped? And Stalin replied, 
‘To Manchuria.’ I said that this was impossible.” 

Anders had a second meeting with Stalin at the Kremlin in Moscow on the 18th 
of March 1942. At this meeting with Stalin, Anders presented him with a list 
of missing Polish officers and told Stalin that none of the officers had as yet 
reported to the Polish Army. 

Stalin replied: “Well, what good would they be to us? Why would we want to 
he keeping them or retaining them?” At this same meeting Stalin hinted that 
maybe the Polish officers had fled and become separated when the Germans 
invaded Russia. 

It is noteworthy, however, when a committee member explicitly asked whether 
any Russian official at any time said that the Polish officers might have become 
German prisoners, General Anders replied: “Never.” Anders testified: ‘This 
to us was one of the most disturbing factors because we knew that the Bolsheviks 
had made very long and lengthy and complete lists of all their prisoners.” 

General Anders’ testimony about his discussions with the highest Soviet offi- 
cials regarding the missing Polish officers was independently verified by the testi- 
mony of Ambassador Stanislaus Kot, the first Polish Ambassador to Moscow 
under the new arrangement of July 1941. 


VISHINSKY AND MOLOTOV QUESTIONED 


Testifying in London, Kot said from the 20th of September 1941, until his 
departure from Moscow in the fall of 1942, he (Kot) made repeated inquiries to 
all levels of Soviet officialdom, to the NKVD, to. Vishinsky, to Molotov, and 
even to Stalin himself, for information regarding these missing Polish officers. 
The incident of the conference between Kot and Deputy Foreign Minister Vish- 
insky on October 6, 1940, was characteristic of these meetings. 

Kot complained to Vishinsky that only 2,000 Polish officers of an estimated 
9,500 whose names were known to the Poles had reappeared among the Polish 
forces. Kot asked Vishinsky what had happened to the other officers saying: 

“We have been making constant effort to find these people. We have searched 
for these men in the German prison camps in occupied Poland. Every place 
where they could conceivably have been found.” 

Kot said that he did not see how thousands of men could disappear. Vishinsky 
never answered the question but parried it with a confused: ‘Well, what do 
you think happened to these men?” Subsequently, Vishinsky stated: “They 
must be among the 300,000 Polish nationalists who have already been freed.” 

When Kot discussed the same question with Soviet Foreign Minister Molotov, 
on October 22, 1941, Molotov put him off with the statement : ‘‘We will try to do 
everything possible.” 
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Similarly, during the meeting with Stalin on November 14, 1941, when Kot 
emphasized the anxiety of the Poles regarding the missing officers, Stalin at first 
asked: “Are there still some Poles not released?” And stated: “Amnesty knows 
no exceptions. We released all, even those people who were sent to * * * 
destroy bridges and kill Soviet people, even those people were released by us.” 

It is worth noting that Stalin’s categorical assertion was made several months 
after the Germans had overrun the Smolensk area; and still the Soviet leaders 
gave no indication that they even thought the Polish officers might have been 
captured by the Germans. 

The diplomatic memoranda of the conversations between General Anders and 
Ambassador Kot with Molotov, Vishinsky, and Stalin are part of the committee’s 
record. They reveal any number of fictitious Soviet reasons why the Polish 
officers had not been located. Never once did these high Soviet officials, nor 
did any other Communist official of a high or low echelon, indicate to any of 
the Poles that those Polish prisoners of war might have been captured by the 
Germans. 

It has been established by the record that the Polish Government in London 
employed its underground in Poland to check German prisoner-of-war camps to 
discover if any of these Russian-captured Poles might have been recaptured by 
the Germans. These efforts, like the negotiations in Russia, ended in negative 
results. 

It was not until the Germans announced the discovery of the Katyn graves 
on April 13, 1943, that the Soviets first claimed these Polish prisoners had been 
moved into the Smolensk area in the spring of 1940. This evidence proves that 
the Soviet Government either was lying to the Poles during 1941 and 1942, when 
the Kremlin leaders said that they did not know where the prisoners of war 
might be, or else the Soviets were lying in their 1943 and 1944 reports, when they 
claimed the Poles had been moved to the Smolensk area in the spring of 1940 and 
subsequently captured by the Germans in 1941. 


ALL LETTERS RETURNED 


The committee has testimony from a Special Family Bureau which had been 
established by the Polish Government in Gangi Gul, Russia, to try to trace the 
missing Polish officers. 

Major General Kaczkowski and Capt. Eugene Lubomirski, Directors of this 
Family Bureau, testified in London that they personally had examined hundreds, 
virtually thousands of letters from relatives in Poland, inquiring about these 
missing officers. In every instance, they testified, each of the letters and postal 
ecards had stated that the last time the families heard from the Polish officers 
was in April and May of 1940. 

These witnesses further testified that they had personally examined hundreds 
of letters addressed by the families to the prisoners interned in these three 
-amps subsequent to May 1940, and all of those letters were returned by the 
Russian authorities with the inscription that the whereabouts of these Polish 
officers were unkown. 

It is inconceivable that the highly developed bureaucracy of the Soviets would 
have permitted the NKVD to lose complete trace of so potent a force as these 
15,000 Polish officers after they had left the three camps in the Spring of 1940. 
(See testimony starting on p. 628, pt. IV.) 

All of the foregoing testimony which the committee has heard from Anders, 
Kot, and Czapski was reported to the American colonel, Henry I. Szymanski, 
when he was assistant United States military attaché at Cairo, Egypt. Szyman- 
ski testified that he was assigned in March of 1942 to be United States liaison 
— with the Poles in Russia, but that he was never granted a visa to enter 

ussia. 

Szymanski’s specific assignment was to ascertain what had happened to the 
Polish officers in Russia, because the United States considered these Polish officers 
essential to the Allied war effort. Consequently, Szymanski met with all the 
high-ranking Polish officer survivors as they.came out of Russia during the latter 
part of 1942 and 1943, and he reported all of the foregoing testimony to the 
Assistant Chief of Staff for G2. 

During the 22-month effort by the Poles to locate their missing officers, General 
Anders with his staff had carefully commenced preparing a list of names of those 
who were interned in the three camps. This list was prepared on the basis of 
information supplied General Anders by the 400 survivors who were grouped 
at Griazovec. 
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During his conference with Stalin in December, General Sikorski personally 

handed the Russian premier a list bearing more than 3,000 names and again 
’ Sikorski was assured that it was Stalin’s understanding all of these men had 
been released. 

Testimony heard by this committee proves conclusively that not once during 
all of these top-level conversations had the Russians either stated or hinted 
that these missing men might have fallen into German hands. 

The committee believes if the Soviets were innocent, there was no reason why 
they should not have admitted to the Poles that their officers had fallen into 
German hands. But if they were guilty, they had a cogent reason for not telling 
such a story. So long as the Soviets insisted they didn’t know the whereabouts 
of the Polish officers, nobody could prove they were dead. 


V. DISCOVERY OF GRAVES AT KATYN 


The Polish Government’s search for the missing officers came to an abrupt 
end on April 13, 1943, when the following Berlin broadeast by the Germans 
shocked the world: 

“From Smolensk comes news that the native population has revealed to Ger- 
man authorities the spot where in secret mass executions the Bolsheviks murdered 
10,000 Polish officers. German authorities made a horrible discovery. They 
found a pit 28 meters long and 16 meters wide in which, 12 deep, lay, the bodies of 
3,000 Polish officers. In full uniform, in some cases shackled, all had wounds 
from pistol bullets in the back of the neck. Search and discovery of other pits 
continue.” 

This German announcement was followed by an intense campaign of Nazi 
propaganda aimed at the political exploitation of the discovery. 

German Foreign Office documents which were captured by the Allies and 
turned over to the United States and Britain for joint custody were traced by 
the committee in England. These documents which are included in part V of 
the public hearings clearly show that Goebbels and other top Nazi officials had 
given instructions to exploit the propaganda value of this discovery to its fullest. 

These documents also show the desperate efforts made by the Nazis to per- 
suade the International Committee of the Red Cross to make an impartial 
investigation of the shocking discovery. 

Hitler himself is quoted as having instructed his Foreign Office to use every 
means to get an investigation by the International Red Cross. One of the 
documents states : 

“In following up the invitation issued by the German Red Cross to Geneva, that 
the International Red Cross should take part in the identification of the Russian 
atrocities against Polish officers, the Fiihrer tonight ordered an actual invitAtion 
to-be dispatched to Geneva by the German Red Cross. This extra invitation is 
to be signed by the Duke of Coburg so that the weight of his international name 
should be used.” 

The German claim was: The presence of these graves was called to the atten- 
tion of the Nazis by Russian natives of the aréa; there was no question that 
these were Polish officers and that they were executed in the spring of 1940 by 
the Soviets. The Germans drew this immediate conclusion from an investigation 
of letters, diaries, and newspapers found on the bodies of the victims and from 
statements made by Russian natives in the area. 


POLES SEEK RED CROSS INVESTIGATION 


The Polish Government's immediate reaction was one of shock. In view of 
its long search for the missing officers, the Polish Government likewise issued 
an invitation to the International Committee of the Red Cross. After a meeting 
of the Council of Ministers the Polish Minister of National Defense issued a 
statement in which he said (see exhibit 30A, p. 748, pt. IV) : 

“We have become accustomed to the lies of German propaganda and we under- 
stand the purpose behind its latest revelations. In view, however, of abundant 
and detailed German information concerning the discovery of the bodies of many 
thousands of Polish officers near Smolensk and the categorical statement that 
they were murdered by the Soviet authorities in the spring of 1940, the necessity 
has arisen that the mass graves discovered should be investigated and the facts 
alleged verified by a competent international body such as the International 
Red Cross. The Polish Government has therefore approached this institution 
with a view of their sending a delegation to the place where the massacre of the 
Polish prisoners of war is said to have taken place.” 
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The Soviet’s immediate reaction was voiced by Molotov when he termed this 
a discovery of archeological remains. On April 19, 1943, the Soviet newspaper, 
Pravda, carried a front-page editorial which attacked the Polish Government’s 
request for assistance of the International Red Cross in “investigating something 
that never happened.” A day later, Izvestia carried a reprint of the editorial 
and said it fully reflects the position of leading Soviet circles. Thus, even at 
this late date the Soviets attempted to conceal their hideous crime. 

Molotov's first reaction can be understood in the light of the testimony pre- 
sented before this committee by General Rudolph von Gersdorff, German Intelli- 
gence Officer, who was among the first to arrive in the Smolensk area following 
the German invasion. Discussing the discovery of the graves Von Gersdorff 
said : 

“In the vicinity of Gniezdowo, there were prehistoric Russian cairns, old pre- 
historic tombs in caves. They were overgrown with shrubs and heavily so. 
They were actually in that area, so that was the reason why, when the graves of 
the Polish officers were discovered, we did not call it the murders of Gniezdowo, 
but to distinguish it from these old prehistoric tombs of Gniezdowo, we called it 
the murders of Katyn, so as not to get these two things mixed up.” 

This committee has heard considerable evidence from other sources that the 
whole area of Katyn had been used by the Bolsheviks as early as 1929 for mass 
executions. 

Only after the Germans had definitely established that the discovery was 
indeed valid did the Russians present a countercharge which they maintain to 
this day: the Poles interned in the three camps had been transferred by the 
Russians to other camps in the vicinity of Smolensk during March and April of 
1940 and were taken prisoner by the Germans during the Russian retreat. The 
Russians flatly accused the Germans of executing “11,000” Polish officers in 1941. 

The Polish Red Cross was informed by the International Committee of the 
Red Cross that a neutral investigation of the Katyn discovery could be made 
only if all three nations involved participated, namely, Poland, Germany, and 
Russia. 

Russia’s formal reaction to the Polish Government’s request for a neutral 
investigation of Katyn by the International Red Cross was the abrupt break 
of diplomatic relations with the Poles. The Soviets bitterly denounced the Poles 
for “collaborating with the Nazis.” 

All subsequent efforts by the British Foreign Office and the American State 
Department to heal the Russo-Polish breach were met with invectives hurled 
by the Soviets. 

This loud reaction of Soviet injured innocence is construed by this committee 
as being the resource of a cornered culprit begging the question. There is no 
question that Russia’s retaliatory move severing diplomatic relations with the 
Poles was motivated primarily to divert attention from the Poles’ request Tor 
an International Red Cross investigation. 


VI. TESTIMONY OF OBSERVERS PRESENT AT KATYN WHEN THE BopIES WERE 
EXHUMED 


Even before the Germans made their announcement, a leading Swedish corre- 
spondent, Christer Jaederlunt, correspondent of the Stockholm Tidningen, was 
invited by the German Ministry of Propaganda to visit Katyn. When he learned 
the purpose of the visit, the Swedish journalist admitted that he felt he was 
being used by German propagandists to spread their anti-Soviet themes. Yet 
this newspaperman, after viewing the Katyn graves and making such investi- 
gation as he himself wanted, refused to even consider that this could have been 
only a propaganda show staged by the Germans. 

The committee explicitly asked Jaederlunt, when he testified in Frankfurt, 
if he, as a neutral newspaperman, could have conceived this Katyn affair as a 
German “propaganda show.” Jaederlunt’s answer was very significant, and it 
characterized the attitude of all the committee’s witnesses who had visited the 
Katyn graves. Jaederlunt said: 

“We actually went there with this suspicion [that Katyn was a German ‘prop- 
iganda show’]. We did not trust Goebbels and thought that it would be possible 
he would be capable of doing such a thing. * * * But when I stood in front 
of the mass graves and when I realized what an atrocious crime had been perpe- 
trated there, all my suspicions vanished and my own newspaper, at first, was 
not prepared to publish this report, but I insisted upon the reports being pub- 
lished because I said: “The world at large must know about this matter.’” (See 
pt. V of the published hearings.) 
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The testimony of the Swedish journalist Jaederlunt clearly established that 
he would have preferred to have considered the Katyn massacre as a German 
atrocity. Mr. Jaederlunt concluded his testimony as follows: 

“Then and now I was and I am absolutely convinced that the Russians com- 
mitted it. I do not wish to say the Russians. I would rather amend it to the 
NKVD.” (See pt. V of the published hearings. ) 

During the Chicago hearings, Casmir Skarzynski reported on his official visit 
to the Katyn graves. This witness was the deputy chairman of the Polish Red 
Cross in German-occupied Poland. The Polish Red Cross, when the Germans 
first informed them about the Katyn graves, refused to accept the German state- 
ment on the basis that “this is a pure propaganda move, and the Red Cross must 
keep away from any propaganda.” 

Skarzynski was directed by Polish Red Cross officials to go to Katyn to super- 
vise the exhumation and proper reburial of these Polish officers. While at Katyn, 
the Polish Red Cross official was moved by the facts he personally witnessed to 
admit that the German Army in this instance was innocent. (See pt. III of the 
published hearings. ) 


AMERICAN ARMY OFFICERS VISIT KATYN 


The most significant testimony of the independent witnesses who visited 
Katyn shortly after the German announcement of the graves’ discovery was 
provided by two American army officers, Lt. Col. Donald B, Stewart and Col, 
John H. Van Vliet, Jr. 

These officers had been captured by the Germans in north Africa and were 
taken to Germany as prisoners of war. These two Americans with two British 
officers had been compelled by German authorities to visit Katyn in May 1948. 
Stewart’s suspicions of the German purpose was indicated by his testimony to 
the effect “that I was there [Katyn] under orders: that I felt the matter Was a 
propaganda effort, and, in any event, it was a political effort. * * * I had no 
desire to have anything to do with a propaganda effort or a political matter.” 
(See pt. I of the published hearings. ) 

Similarly, Van Vliet in his written report stated: 

“I hated the Germans. I didn’t want to believe them. * * * When I 
became involved in the visit to Katyn I realized that the Germans would do their 
best to convince me that Russia was guilty. I made up my mind not to be con- 
vinced by what must be a propaganda effort * * *.” 

Likewise, in his oral testimony to the committee, Van Vliet stated: 

“As a prisoner of war, I had a personal grudge against them [the Germans] 


and as an American army officer I had a professional grudge against 


them. 
& * a ‘tt 


So the German story was one that I did not want to believe. * * * 
(See pt. II of the published hearings. ) 

It is particularly noteworthy that both officers independently emphasized 
the saine convincing factor, which they both stated had not been brought to 
their attention by the Germans but which was an independent deduction from 
their own observations. This was the evident fact that the clearly undisturbed 
corpses were clothed in winter attire which was in an excellent state of repair, 
showing practically no wear. The two officers also independently made these 
same observations about the condition of the boots of the Polish officers. In 
both instances the officers stated from their own personal experience as prisoners 
of war in a German camp that clothing could not have remained in that con- 
dition if it had been worn for a year in a prison camp. 

Hence, Colonel Stewart stated : 

“The decision I reached, I can never forget. My decision was that those 
[Polish] men were killed by the Russians while they were prisoners of the 
Russians * * *,.” (See pt. I of the published hearings. ) 

In similar fashion Colonel Van Vliet in his oral testimony stated: 

“If those Polish officers had been alive and in prison camp until the Germans 
overran the Polish prison camps, and if the Germans had in fact killed these 
Polish officers, then by the very virtue of the fact that their clothes had 
been worn and their shoes had been walked in, they would show much more 
wear. * * *” Likewise in his written report, Van Vliet explicitly recorded 
his sincere conviction : 

“The sum of circumstantial evidence, impressions formed at the time of look- 
ing at the graves, what I saw in peoples’ faces—all force the conclusion that 
Russia did it.” (See pt. II of the published hearings.) 
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SOME VICTIMS BURIED ALIVE 


Zbigniew Rowinski, who testified in London, said he had been taken to Katyn 
by the Germans in April of 1943. Rowinski at the time was a German prisoner 
of war interned at Woldenberg. He said not all the victims were shot in 
the head: 

“TI suppose only those people who tried to defend themselves were bound, 
because ] saw some bodies with the sawdust in their mouth and some of them 
had even their heads covered with their overcoats, then a string round the 
neck connected with string at the hands. So when they started to struggle 
to free the hands, they must have choked themselves.” (See p. 692, pt. IV, of 
the published hearings.) 

In London the committee heard the testimony of Ferdinand Goetel, an official 
of the Polish Red Cross who visited the graves at Katyn. The following is an 
exact quotation of the conversation the Polish Red Cross group had with Lieu- 
tenant Slovencik who was in charge of receiving of members of all delegations 
of all nationalities who went to Katyn at the time of the exhumations: 

“Another even more interesting detail of our conversation with Slovencik was 
that although he was inclined to describe the whole case as a most dramatic 
incident from the Polish point of view—he had no idea where could have come 
from all these bodies of Polish officers. All he knew was what the local inhab- 
itants had told him that they had been brought in transports arriving from the 
direction of Smolensk. As he already had in hand photographs and, I think, even 
originals of some of the letters and postcards found on the bodies he asked us 
whether we could explain why the address of Kozielsk repeated itself so often on 
many of the cards. I told him in short what I knew about the camps of Kozielsk, 
Ostaszkov, and Starobielsk and I closely watched his reaction to this piece of 
news. It was most lively and convinced me beyond all doubt that Slovencik had 
learned about Kozielsk only from us. It was the only detail of our conversation 
of which he made a note. A moment later, after we had finished our talk, I 
heard him repeating the news about Kozielsk to Olenbusch and to the other 
Germans. * * * (See p. 845, pt. IV of the published hearings. )” 

Thus, from the above-quoted testimony, it is evident that the Germans were 
unaware of the camp in Russia where these Polish officers had been imprisoned 
during the period, September 1939 through May 1940. 


VII. OrnEeR WITNESSES 


This committee heard several witnesses whose testimony will be grouped under 
a special heading. Among these was a Pole who testified as an eyewitness to 
the massacre. His identity had to be concealed with a mask to prevent reprisals 
against his relatives still living in Poland. However, all the committee members 
are familiar with his identity. 

Testifying as “John Doe” at the committee’s second hearing in Washington, 
this witness maintained that he and two of his compatriots personally viewed 
the execution of 200 Poles by Russian soldiers in what he believed to be the 
Katyn Forest. These observations were made by the witness and his friehds 
at the beginning of November after the trio escaped from a Russian prisoner- 
of-war camp at Pavlischchey Bor. (See p. 143 of pt. II.) 

After relating how the trio observed the Poles being led into the forest, the 
witness continued: 

“Two of them [Russian soldiers] seized their hands and held them in back and 
one of the Russian soldiers lifted his chin up [the victim’s] took him by the head, 
opened his mouth and shoved a handful of sawdust into his mouth.” 

“John Doe” said most of the victims were executed with a shot through the 
backs of their heads. Some, however, according to his testimony, were thrown 
into the graves alive and left to suffocate. 

“John Doe” further stated he saw the Poles’ hands being bound in the back 
with wire prior to the execution. 

This witness introduced several new factors hitherto unknown to the com- 
mittee: he said the executions he witnessed were in the early part of November; 
he said the victims’ hands were bound with wire; he said their mouths were 
stuffed with sawdust; and he said some of the victims were left to suffocate 
rather than shot in the head. 

These observations, up to the time that John Doe testified, had never been 
published in any of the material prepared by the Polish Government during its 
lengthy research on the Katyn massacre. Subsequently, however, they were 
substantiated by witnesses appearing before this committee. 
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Colonel Grobicki, testifying in Washington, said groups of Polish officers were 
evacuated from Kozielsk as early as November. In London, Mr. Rowinski, an 
observer at the graves taken there as a German prisoner of war in 1943, testified 
he observed several victims with their mouths stuffed with sawdust. In Frank- 
furt, Dr. T'ramsen, a member of the German International Medical Commission, 
testified several victims had their hands bound with wire. During the same 
hearing, Dr. Naville, of Switzerland, and also on the same Commission, said he 
believed some of the victims died of suffocation instead of gunshot wounds. 
Several German witnesses likewise observed the victims’ mouths stuffed with 
sawdust and hands tied with wire. 

This committee heard testimony of many witnesses whose revelations were of 
a circumstantial nature. But in order to get the atmosphere surrounding all the 
facts of the Katyn massacre, their testimony was accepted and placed in the 
record. 

Among these was Jerzy Lewszecki who testified in London. He said he was 
a German prisoner of war interned at the prison camp near Lubeck. In 1943 
he had occasion to discuss the Katyn massacre with Stalin’s oldest son by a 
prior marriage who likewise was a German prisoner of war interned in the same 
camp. 

Lewszecki said he discussed the disappearance of the Polish officers with 
Stalin’s son who frankly admitted that the Poles were executed by the Soviets. 
“Why those were the intelligentsia, the most dangerous elements to us, and they 
had to be eliminated,’ Lewszecki quoted Stalin’s son as saying. (See p. 777, 
pt. IV.) 

During our latest hearing here in Washington, this committee heard testimony 
from Boris Olshansky of New York, a former Soviet army officer who escaped to 
this country in 1946. Olshansky related conversations he had-in Moscow with 
N. N. Burdenko, director of the Special Soviet Commission which made an investi- 
gation for the Russians in January 1944. Burdenko supervised the exhumation 
of 925 bodies for the Soviet investigation and in the official report stated all of 
the Poles were executed in the autumn of 1941. 

Olshansky testified Burdenko told him the Soviet report was false. He quoted 
Burdenko as saying: 

“I was appointed by Stalin personally to go to the Katyn place. All the corpses 
were 4 years old. For me, as a medical man, this problem was quite clear. Our 
NKVD friends made a mistake.” 

Olshansky further stated he was told by Burdenko that there are more Katyns 
in Russia. 

“Katyns existed and are existing and will be existing,’ Olshansky quoted 
Burdenko as stating in Moscow in April of 1946. “Anyone who will go and dig 
up things in our country, Russia, would find a lot of things that we had to 
straighten out the protocol given by the Germans on the Katyn massacre,” the 
aging Burdenko further told Olshansky. 


VIII. Testimony or INTERNATIONAL MepiIcaAL CoMMISSION 


The Germans formed an International Medical Commission, composed of the 
leading scientists, pathologists, and professors of criminology from 12 different 
countries of Europe. The committee heard testimony from 5 of these doctors 
who participated in the exhumation of the bodies. They were provided with 
the necessary instruments to perform their own individual autopsies. The five 
doctors are: 

Dr. Edward Lucas Miloslavich (Croatia). (Part III of the published 
hearings. ) 

Dr. Helge Tramsen (Denmark). (Part V of the published hearings.) 

Dr. Ferene Orsos (Hungary). (Part V of the published hearings.) 

Dr. Francois Naville (Switzerland). (Part V of the published hearings. ) 

Dr. Vincenzo Mario Palmieri (Italy). (Part V of the published hearings.) 

All of the above-named doctors categorically and unequivocally stated to the 
committee that they had complete freedom of action in performing whatever 
scientific investigation they desired. Also, that they had complete freedom to 
interrogate any individual they considered appropriate. 

Their unanimous conclusion was that the Poles were murdered at least 3 
years ago—thus placing the time of death as the spring of 1940 when the Katyn 
area was under Soviet control. 

Dr. Tramsen presented as an exhibit for the committee the original protocol 
signed by the 12 doctors in their own handwriting. He also presented a photo- 
graph of the 12 doctors signing the protocol to prove that there was no duress. 
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Dr. Orsos, Dr, Naville, and Dr. Tramsen definitely identified this protecol and 
stated that they had signed it and that they were of the same opinion today as 
they were when they signed this protocol on April 30, 1943. 

Dr. Miloslavich gave the following testimony to the committee relative to the 
condition of the bodies as they were found in the mass graves: 

“One body was placed on top of the other one, with their faces down. They were 
close together, nothing between them. All the bodies were dressed in Polish cffi- 
cers’ uniforms, the clothing being winter clothing, underwear, and the uniforms; 
and coats on some. The heads were downward. One body like this, the next one 
like this, and the next one like this [indicating]. This was the width of the grave. 
Then 12 layers down, and then multiply by the length. I don’t remember how 
many we found in the length. Anyway, at that time when I was examining and 
making my own estimations I didn’t follow anybody, and no one tried to give me 
any advice because I knew what to do. I estimated approximately 2.870, some- 
thing like that, a little less than 3,000 officers. They were packed completely 
together by decaying fluids of the human body, the decomposing fluids, which 
started to penetrate, to imbibe, to infiltrate every dead body in there. That was 
a solid mass in which you just saw skulls you could recognize and that they were 
human beings, 

“Then I went into the graves and studied which ones of them would give me the 
best information, what the dead body could tell us. With the help of two Rus- 
sian peasants I picked a body, and slowly and gradually—it took them close to 
an hour—they removed the body and brought it out. I examined it very care- 
fully to find out two main points. First, what was the cause of death. Second, 
how long a time was this individual buried. Third, who he was? 

“In examining the body I found a gunshot wound at the boundary hetween the 
back of the neck and the head. The Germans gave the expression ‘nacken 
schuss.’ That is the precise description of the shot which was fired. The 
majority of them had just one shot, because it entered in here [pointing with 
finger] and came out here at the root of the nose, which means the head was 
bent downward. It was administered with such precision that the medulla was 
completely destroyed. (See pt. III of the published hearings.)” 

soth Tramsen and Naville presented to the committee numerous papers, mili- 
tary buttons, officers’ insignia, and, in the case of Dr. Naville, a cigarette holder, 
which they bad taken from the Polish bodies in Katyn at the time of their own 
individual autopsies. Both of these doctors had preserved this material since 
the day they left Katyn and voluntarily offered these items to the committee. 
(All of this material has been made part of the permanent record and may be 
found as exhibits in part V of the published hearings. ) 

Dr. Palmieri testified as follows: 

“In the bodies, at least in many of the bodies, Professor Orsos observed the 
presence of growths (corns)—in the inside of the cranium, pseudo growths in 
the internal part of the skull, which are due to manifestations of reduction of the 
mineralization of the brain—of the cerebral tissues and of the other substances 
contained in the skull.” 

Dr. Palmieri stated when interrogated by the committee as follows: 

“Question. What conclusion did you arrive at? 

“Dr. Patmtierr. I came to the conclusion especially similar to Orsos’ theory on 
the formation of cerebral growth.” 

“Question. Was Dr. Orsos’ conclusion that the deaths occurred not later than 
April or May 1940? 

“Dr. PALMIERI. Yes. 

“Ouestion. Do you agree? 

“Dr. PALMIERI. Yes, based on the researches that Dr. Orsos had made (see 
part V of the published hearings).” 

The five doctors heard by this committee stated emphatically that many of 
their observations were made independently and outside the presence or possible 
influence of German authorities who were supervising the exhumations. 

Before the committee held its hearings in Europe, word was received that 
Drs. Markov and Hajek, who are today in countries behind the iron curtain, 
were giving radio talks implying that they were not in full agreement with the 
German International Medical Commission’s protocol which they had signed on 
April 30, 19438. 

In the published hearings of this committee—particularly parts III and V— 
there is contained the testimony of five international doctors. Categorical state- 
ments are made by all five doctors who testified before this committee that all 











THE KATYN FOREST MASSACRE 33 


members of the International Medical Commission signed the protocol of their 
own free will and without duress. The five doctors specifically stated that both 
Drs. Markov and Hajek had made no objections and were in full agreement with 
the protocol when they signed it. 


IX. Russtan Report 


While the testimony heard by this committee is conclusive in itself to establish 
that the Polish officers were massacred by the Soviets, nothing appears as incrimi- 
nating against the Russians as their own report published in 1944 following an 
investigation at Katyn by an all-Soviet commission. 

The committee has made a careful analysis of the Soviet report (which is 
exhibit 4 in part III of the published hearings). This analysis was important 
because when the Soviets declined this committee's invitation to participate in 
the investigation, they maintained that their own report conclusively established 
the Germans were responsible for the Katyn massacre. 

It is interesting to see how the Soviet’s official findings stand up under the 
light of facts uncovered by this committee. 

At the very outset, the Soviet claim is incongruous with the facts. The Soviets 
quote Russian natives who allegedly saw Polish officers working on road gangs 
and construction projects in the Smolensk area prior to the German invasion. 
These witnesses are quoted to substantiate the Soviet allegation that all the 
officers were transferred from Kozielsk, Starobielsk, and Ostashkov by the Rus- 
sians in March and April 1940 to three camps in the Smolensk area designated 
only as ON1, ON2, and ON3. If the Polish officers worked on road gangs—as the 
Russians maintain—it is logical to ask if their boots and uniforms would have 
shown as little wear as Colonel Van Vliet observed when he examined their 
bodies in Katyn. 

While conducting hearings in London, this committee was fortunate in obtain- 
ing the testimony of Mr. Joseph Mackiewicz who visited the Katyn Forest on 
instructions of the Polish underground in May 1943 and observed the German 
exhumations. Mr. Mackiewicz is an authority on the Katyn massacre having 
tirelessly studied all related facts for the past 9 years. Some of his observations 
(starting on p. 867 of part IV) follow: 

“The Russian communiqué claims that there were found at Katyn 11,000 bodies, 
but actually there were found only slightly more than 4,000. The Bolsheviks, 
therefore, used the figure 11,000, because even if assuming that those 4,000 that 
were found in Katyn had been murdered by the Germans, the question arises: 
What happened to the rest? Furthermore, the question of the correspondence 
becomes associated here. The Russians claimed that they had found corre- 
spondence on these bodies which indicated thut these men had corresponded 
with their families in Poland up to 1941. If there were 11,000 bodies in Katyn, 
each one of them then most probably had some family in Poland ranging anywhere 
from 1 to 6 people. 

“The number of potential witnesses in Poland who could have been summoned 
to testify that they had corresponded with any members of their family in these 
camps up to and including 1941 would have reached the figure, roughly, of 20 000 
to 30,000. The Germans, who had, of course, capitalized on a tremendous propa- 
ganda to their own advantage, would have taken into consideration the fact that, 
in a country where the people were generally adversely disposed toward the 
Germans, the news that the Germans had lied would have certainly spread very 
quickly through Poland, and the Germans would have never permitted themselves 
to be compromised to that extent.” 

Mackiewicz adds further: 

“The Russian Commission claims that these Poles had been brought to the rail 
station at Gniezdowo in the year 1940, that they were not murdered but instead 
placed into three camps, No. 1 ON, No. 2 ON and No. 3 ON, at a distance of 
from 25 to 45 kilometers to the west of Smolensk, and that during the time of the 
German offensive they fell captive into the hands of the Germans. This, of 
course, is a lie, because there were no such camps in that locality. The Russian 
communiqué does not specify exactly where were those three camps. Naturally, 
if those three camps had actually existed, they could have notified Ambassador 
Kot, General Sikorski, General Anders, and Mr. Czapski, who had conducted a 
long search for these men.” 

The allegation made in the Russian report that the commanding officer of the 
three camps was unable to get transportation to evacuate the Poles from the 
camps while the Germans were advancing, conflicts with known facts. This 
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committee had testimony presented in London which clearly spelled out that 
Russian commanders were ordered to save prisoners-of-war at all costs. 

Statements taken by the committee here in Washington, from a former high 
Soviet official assigned to the Russian foreign office during World War II, also 
established that’ Russian prisoners of war were not to fall into enemy hands 
under any circumstances. 

Mackiewicz’s comment on this point was: 

“Furthermore, the Russian communiqué or report claims that the commanding 
officer of the Russian camp No. 1 ON was a major of the NKGB, Wietosznikow, 
and that when the Germans were approaching that area the commanding officer 
had communicated with the commanding officer of the transport forces in Smo- 
lensk, Iwannov, with a request for rail cars in order to evacuate these Polish 
prisoners. Since he was unsuccessful in obtaining these railroad cars, conse- 
quently these Polish prisoners fell into the hands of the Germans, but Wie- 
tosznikow himself remained with the Russian forces and did not fall into captivity 
of the Germans. Therefore, if Wietosznikow, who was the commanding officer 
of the security forces, knew about the whereabouts of these soldiers, why did not 
Stalin and Molotov and Vischinsky know about their presence virtually within 
the shadow of Moscow? And as a consequence, for 2 years they ostensibly 
searched to find an answer as to the whereabouts of these soldiers. Wietoszni- 
kow certainly must have reported to his superiors as to what happened to these 
prisoners, and when Czapski made his frequent inquiries to the NKVD, they 
would have immediately told him that these men fell captive to the Germans. 

“Assuming that Wietosznikow could not get the rail cars from Iwannov as he 
had requested, he could have evacuated the soldiers from these prison camps by 
foot, especially when you consider that the claim is that Wietosznikow appealed 
to Iwannov for these cars on the 12th of July; but the official Soviet communiqué 
of the 23d of July 1941, claimed that the Russians were still in control and posses- 
sion of Smolensk.” 

The Russians further claim their Polish camps were near the Gussino line and 
that trains could not be sent because that line already was under fire. If, in fact, 
these three camps were along the Gussino line, which is west of Smolensk and 
which leads right into Gussino, it is reasonable to ask why were these Polish. pris- 
oners removed at Guiezdovo, 45 miles away, after being evacuated from their 
original camps, and transported by truck the rest of the way when there are 
sufficient railway stops from Gniezdovo all the way to Gussino itself. 

Mackiewicz testified : 

“There actually were no camps in the location that the Russians claim that they 
had taken these men to, and I had substantiated that to my satisfaction on the 
basis of my conversations with inhabitants of the general area and my conversa- 
tions with Kriwozercow. All of them told me that there had never been any such 
camps in that area. Furthermore, I would like to call your attention to one 
more little detail. 

“The attitude in Poland and in Russia was so bitterly anti-German in 1943 that 
when they released the news of Katyn, that is, the Germans, in the spring of 1943, 
the announcement gave birth to a mess of various versions of what happened, 
which could have refuted the German version. 

“At that time, because communications, especially radio communications, had 
been severely curtailed, many people had not heard the German version. As a 
consequence, the Russian agents, who were very actively operating in all these 
parts, started rumors of their own version, merely to destroy and discredit the 
German version. 

“As an example, when I was in Katyn, there were with me two Portuguese 
correspondents. One of these men told me that he had been taken to look at a 
little village, to which the Germans had taken him, and then he asked me re- 
peatedly whether I felt certain that this was the work of the Russians. I asked 
him, ‘Why do you ask?’ He said that he had talked to a young girl in this vil- 
lage, who told him that those murdered men ‘are really Jews who have been 
dressed in Polish uniforms.’ 

“Even such fantastic stories were circulated when if, in effect, and in actuality, 
there were those three camps in this area, they would have said that the Poles 
were in these camps and the Germans came by and captured these Poles and that 
they murdered them. Nobody at all has ever heard of any such camps in that 
area.” 

In the Russian report, witness T. E. Fatkoy testifies that round-ups of the 
Polish war prisoners took place up until September 1941. And, he goes on to 
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say in the Russian version that, “After September 1941, the round-ups were 
discontinued and no one saw Polish war prisoners any more.” 

Thus, Fatkov fixes the last possible date of the executions at September 1941. 
If this is true, and it must be true, since it is in the Russian’s own report, why 
then were all of these Polish war prisoners found in winter garb in the Katyn 
Forest? Weather reports show that the temperatures during August and Sep- 
tember of 1941 in the Smolensk area ranged between 65 and 75 degrees Fahren- 
heit. It is inconceivable that the Polish prisoners of war would have had scarfs 
tied around their necks and would be wearing overcoats if they actually were 
massacred in August and September of 1941. 

Russian witnesses further testified that they knew that the men they saw were 
Polish war prisoners because they wore the same Polish uniforms and their 
characteristic four-cornered hats. This committee has photographs of Poles 
who reported to General Anders from other camps in 1941 when he was forming 
his Polish army. None of these men reported in their original Polish uniforms 
since they were worn out during their 2-year captivity. 

The Russians claim that Witness Kisseley, who had testified before the German 
Commission, had been brutally beaten to say that he actually had seen and 
witnessed the executions. The Germans never claimed to have an “eyewitness.” 
Any allegations which the Russians attribute to Kisselev, therefore, are false. 

The Soviet report is inconsistent with the facts in its claim there were 11,000 
Poles massacred at Katyn. The Polish Red Cross has definitely and conclusively 
established in the minds of this committee that there were no more than 4,143 
bodies exhumed at Katyn, and another 110 found but not exhumed. 

The Polish Red Cross had made a thorough search of the area in order to find 
more graves and no additional graves or bodies could be found. 

Out of some 11,000 bodies which the Russians claim that they had found in 
Katyn, they were able to find only nine documents which showed a date later 
than May of 1940. 


RUSSIAN REPORT CONTRADICTORY 


Furthermore, the Russian report quotes a citizen, Moskovoskaya, who claims 
she talked to a man named Yegorov in March of 1943. He reportedly said that 
in April of 1943 he had been sent into the Katyn Forest by the Germans to 
remove all documents which were dated subsequent to May of 1940 from the 
bodies of the dead soldiers. It is interesting to note that her conversation was 
in March of 1943 and Yegorov was describing activities in which he allegedly 
had participated a month later, in April of 1943. 

Yegorov allegedly stated that there was some 500 Russian natives from the 
area in all who were ordered by the Germans to remove these records. After 
the task was completed, according to Yegorov, the 500 Russians were executed 
by the Germans. Nowhere in its report does the Soviet Commission claim 
that the graves of these 500 Russians ever were found. 

Evidence before this committee already has substantially established that 
only 4,253 bodies were buried in Katyn. If the Russian claim that there were 
11,000 Poles buried in that forest is to be accepted, why then didn’t the Russians 
recover the additional 7.000 bodies? 

It is also significant to note that while not a single Russian witness mentions 
a date later than September 1941 as the time of the alleged massacre by the 
Germans, in their final report the Soviets claim “September to December” as 
the period of the executions. 

Henry Cassidy told this committee that the correspondents taken to Katyn 
by the Russians pointed out this inconsistency, and he said further: 

“Thereupon, the text of the Soviet Atrocities Commission report, which was 
to be released simultaneously with our dispatches, was held up for a couple of 
days, I suppose to be rewritten, and our dispatches were released when that 
report was finally ready, and it was then that we got our copy into the telegraph 
office.” (See p. 214, part II, of the published hearings. ) 

In all the allegations in the Soviet Commission's report, not once do they make 
mention of the type of ammunition used. The type of ammunition, was manu- 
factured in Germany by Genschow & Co. But testimony heard before this com- 
mittee clearly proved that the German-made ammunition had been sent to Russia 
and the Baltic states for many years before World War II. Mr. Genschow, presi- 
dent of the Gustav Genschow & Co., as a witness before the committee in Frank- 
furt, testified as follows: 
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“Mr. Genscnow. * * * ‘The cartridges of the shells of this pistol ammu- 
nition carried, since the year 1933-34, the word “Geco” on the bottom of the shell, 
and underneath the “Geco” was ‘7.65.’ 

“Question. Can 7.65 ammunition of the type manufactured by this firm be 
used in various kinds and makes of pistols? 

“Mr. GENsScHOW. ‘Yes, it could ; because it was a standard type cartridge which 
eould be used in very many different makes of pistols.’ 

“QuesTION. Was it used internationally by various nations, police, or armed 
forces, in pistols? 

“Mr. Genscnow. ‘Yes, certainly.’ 

“QueEsTION. Did this firm ever export pistol ammunition of the caliber 7.65 to 
Eastern Europe? 

“Mr. GenscHow. ‘Yes; that is the case.’” 

(See part V of the published hearings.) From the foregoing testimony it is 
evident that both Russia and Germany had access to this type of ammunition. 

Finally, this committee cannot accept the Russian claim that these Polish offi- 
eers fell into German hands during the Soviet retreat because there isn’t an iota 
of proof in the Soviet report that any Russian soldiers or officers guarding these 
alleged camps had fallen captive to the Germans. It is inconceivable that these 
15,000 Polish officers would have waited around these three camps to be taken 
prisoners by the Germans while their Russian guards themselves fled the impend- 
ing German onslaught. There should be no doubt that the moment the Russian 
soldiers abandoned the camps the 15,000 Poles likewise would have fled for 
freedom. 

X. NUREMBERG 


This committee reports that during the International Military Trials held in 
Nuremberg after World War II, evidence was heard relative to the Katyn 
massacre. 

The committee has heard testimony from two of the attorneys who participated 
in the Nuremberg trials. (See pt. V of the published hearings.) In accordance 
with the London agreement of 1945, the Soviets were in charge of war crimes 
which were allegedly committed in the eastern areas, such as: U.S. S. R., Poland. 
Yugoslavia, Bulgaria, and Czechoslovakia. Hence the Katyn massacre, since it 
occurred in Soviet territory, was the direct responsibility of the Government of 
the U. S. S. R. to prosecute the individuals responsible for this crime. 

The Katyn massacre appears in the Nuremberg trials as a charge against 
Herman Goering since he was the highest ranking German officer. The Soviet 
prosecutor produced three witnesses to establish the Germany guilt for the 
Katyn massacre. The German defense counsel produced three witnesses for 
the defense. These are all the witnesses the tribunal would hear. Witnesses for 
both the Germans and the Soviets were duly examined and cross-examined. 

This committee in the course of the hearings at Frankfurt heard testimony 
from the three German witnesses who appeared at Nuremberg, that is, Colonel 
Ahrens, General Oberhaeuser, and Lieutenant Von Eichborn. (See pt. V of the 
published hearings. ) 

These three witnesses testified that they were with German Signal Regiment 
537, not the Five hundred and thirty-seventh Engineer Battalion as alleged in 
the Russian report. (See p. 247, pt. Il of the published hearings. ) 


SOVIETS FAIL TO PROVE CASE AT NUREMBERG 


All of them arrived in the Smolensk area after September 1, 1941. In the case 
of Colonel Ahrens, he testified that he did not arrive in the Katyn Forest until 
early November 1941. He was specifically named in the Russian report as the 
individual who directed the mass shootings of the Polish prisoners. (See p. 247, 
pt. III of the published hearings.) Colonel Ahrens was again accused before the 
International Military Tribunal by the Soviet prosecutor and it is significant 
to note that he was never indicted by the tribunal nor was his indictment re- 
quested by the Soviet prosecutor. (See pt. V of the published hearings. ) 

This committee heard testimony from Col. Albert Bedenk who was the pre- 
decessor to Colonel Ahrens as commanding officer of Signal Regiment 537. He 
testified that he arrived in the Smolensk area on July 28, 1941, several days 
after the fighting front had moved many miles east of Smolensk on the way 
to Moscow. Colonel Bedenk set up the headquarters of Signal Regiment 537 in 
the Dneiper Castle about the middle of August 1941. He testified: “the total 
strength of the regiment at that time was 17, of which 5 or 6 were officers, 4 were 
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noncommissioned, and the rest were enlisted men.” (See pt. V of the published 
hearings. ) 

The Russian report states, “The Polish prisoners of war who were in the 
three camps west of Smolensk employed on road building up to outbreak of 
war, remained there after the German invaders reached Smolensk, until Septem- 
ber 1941.” (See p. 247, pt. III of the published hearings.) Colonel Bedenk 
categorically denied ever seeing a Pole in the area, as did General Oberhaeuser 
and Colonel Ahrens. Colonel Bedenk also testified that Colonel Ahrens relieved 
him as commanding officer of Signal Regiment 537 on November 20, 1941, as 
did General Oberhaeuser. (See pt. V of the published hearings.) Thus the 
testimony taken before this committee under oath speaks for itself. 

The Soviet prosecutor in his summation of the charges against Goering never 
mentioned the Katyn massacre. Testimony before this committee reveals that 
the Soviet prosecutor failed to prove his case against the Germans, therefore 
the matter was dropped by the tribunal. 


XI. ConcLUSsIONS 


This committee unanimously finds, beyond any question of reasonable doubt, 
that the Soviet NKVD (Peoples’ Commissariat of Internal Affairs) committed 
the mass murders of the Polish officers and intellectual leaders in the Katyn 
Forest near Smolensk, Russia. 

The evidence, testimony, records, and exhibits recorded by this committee 
through its investigations and hearings during the last 9 months, overwhelmingly 
will show the people of the world that Russia is directly responsible for the 
Katyn massacre. Throughout our entire proceedings, there has not been a 
scintilla of proof or even any remote circumstantial evidence presented that 
could indict any other nation in this international crime. 

It is an established fact that approximately 15,000 Polish prisoners were in- 
terned in three Soviet camps: Kozielsk, Starobielsk, and Ostashkovy in the winter 
of 1989-40. With the exception of 400 prisoners, these men have not been heard 
from, seen, or found since the spring of 1940. Following the discovery of the 
graves in 1943, when the Germans occupied this territory, they claimed there 
were 11,000 Poles buried in Katyn. The Russians recovered the territory from 
the Germans in September 1948 and likewise they stated that 11,000 Poles were 
buried in those mass graves. 

Evidence heard by this committee repeatedly points to the certainty that only 
those prisoners interned at Kozielsk were massacred in the Katyn Forest. Testi- 
mony of the Polish Red Cross officials definitely established that 4,143 bodies 
were actually exhumed from the seven mass graves. On the basis of further 
evidence, we are equally certain that the rest of the 15,000 Polish officers—those 
interned at Starobielsk and Ostashkov—were executed in a similar brutal manner, 
Those from Starobielsk were disposed of near Kharkov, and those from Ostash- 
kov met a similar fate. Testimony was presented by several witnesses that the 
Ostashkov prisoners were placed on barges and drowned in the White Sea. 
Thus the committee believes that there are at least two other “Katyns” in Russia. 

No one could entertain any doubt of Russian guilt for the Katyn massacre when 
the following evidence is considered : 

1. The Russians refused to allow the International Committee of the Red 
Cross to make a neutral investigation of the German charges in 1943. 

2. The Russians failed to invite any neutral observers to participate in their 
own investigation in 1944, except a group of newspaper correspondents taken to 
Katyn who agreed “the whole show was staged” by the Soviets. 

3. The Russians failed to produce sufficient evidence at Nuremberg—even 
though they were in charge of the prosecution—to obtain a ruling on the German 
guilt for Katyn by the International Military Tribunal. 

4. This committee issued formal and public invitations to the Government of 
the U. S. S. R. to present any evidence pertaining to the Katyn massacre. The 
Soviets refused to participate in any phase of this committee’s investigation. 

5. The overwhelming testimony of prisoners formerly interned at the three 
camps, of medical experts who performed autopsies on the massacred bodies, and 
of observers taken to the scene of the crime conclusively confirms this com- 
mittee’s findings. 

6. Polish Government leaders and military men who conferred with Stalin, 
Molotov, and NKVD chief Beria for a year and a half attempted without sue- 
cess to locate the Polish prisoners before the Germans discovered Katyn. This 
renders further proof that the Soviets purposely misled the Poles in denying 
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any knowledge of the whereabouts of their officers when, in fact, the Poles 
already were buried in the mass graves at Katyn. 

7. The Soviets have demonstrated through their highly organized propaganda 
machinery that they fear to have the people behind the iron curtain know the 
truth about Katyn. This is proven by their reaction to our committee‘s efforts 
and the amount of newspaper space and radio time devoted to denouncing the 
work of our committee. They also republished in all newspapers behind the 
iron curtain the allegedly “neutral” Russian report of 1944. The world-wide 
campaign of slander by the Soviets against our committee is also construed as 
another effort to block this investigation. 

8. This committee believes that one of the reasons for the staging of the recent 
Soviet “germ warfare” propaganda campaign was to divert attention of the 
people behind the iron curtain from the hearings of the committee. 

9. Our committee has been petitioned to investigate mass executions and 
crimes against humanity committed in other countries behind the iron curtain. 
The committee has heard testimony which indicates there are other “Katyns.” 
We wish to impress with all the means at our command that the investigation 
of the Katyn massacre barely scratches the surface of numerous crimes against 
humanity perpetrated by totalitarian powers. This committee believes that an 
international tribunal should be established to investigate willful and mass 
executions wherever they have been committed. The United Nations will fail 
in their obligation until they expose to the world that “Katynism” is a definite 
and diabolical totalitarian plan for world conquest. 
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Seer wreeeton Of Lontasowsn) reporteu. ni... 2 2... 2. 807 


36. Returned to witness. 


37. Map of Katyn and report of Polish Red Cross___.___----------_-~- 24-826 
38. Returned to witness. 
39, 39A, 389B, and 40. Documents with reference to the Kriwoserezew 
case (originals and translations) _._.._--._.__.._.__--__ 828-838, 840-842 
41. Report by Ferdynand Goetel on visit to Katyn_--_.-_--_-------_--~ 843 
42. Report of Mrs. Janina Dowliér-MuSnicka__________-____-_.-__-__-_- 848 
43. Documents showing instructions by the NKVD concerning Baltic 
prisoners (originals and translations) ......__._._____-__---__---- 849-863 


44. Returned to witness. 
45. Proclamation to Polish soldiers by Marshal Timoshenko, Soviet 
commander (original and translation) -.._.-..__--_-__-__---_- 864, 865 
46 and 47. List of missing officers at Katyn. (Already published in part 3 
of the hearings. ) 
48. Minutes of conference between Dr. Kot, Polish Ambassador to Moscow, 
and Mr. Vishinsky, Deputy People’s Commissar for Foreign Affairs, 


TES: TI gla i csc ain ani eaanini dab eects ne aichncsmeeiet 885 
49. Conversations between Dr. Kot and Mr. Vishinsky, October 6,1941__. 894 
49A. Note of October 13, 1941, from Ambassador Kot to Mr. Vishinsky___ ~~ 895, 

49B. Minutes of conversation of Ambassador Kot with J. Stalin, November 
a a a et NEE Sau acne in cicecmelcd, pb eriagaboi 905 

49C. Minutes of conversation between Gen. Wladyslaw Sikorski and Joseph 
I a ih a hs ictal ensahilpenbelicc eke 914 

49D. Note of October 15, 1941, from General Sikorski to Ambassador Bogo- 
i i a wn hia ah is anal emanate mn denne ein 923 


50. Returned to witness. 
50A Memorandum concerning Polish prisoners of war (original and trans- 


i ia i lc a eta th mathe menbbeselacstoe 944-950 
51. Return to witness. 
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Page 
51A. Telegram from J. Stalin to General Anders (original and transla- 

a sasael sie 953-955 

52. Minutes of conversation between General Anders and J. Stalin.___--- 957 


53. Russian agreement to permit evacuation of Poles to Middle East (orig- 
inal and translation) 


SXHIBITS IN Part V Hearines HELD IN FRANKFURT, GERMANY, APRIL 21, 22, 


23, 24, 25, AND 26, 1952 
1. Returned to witness. 
1-A. Russian memorandum concerning Polish prisoners of war who 
did not return (identical with exhibit 50-A appearing in pt. IV, 
p. 944). 
1-B. Translation of Russian memorandum___-_------_--_------_----- 


2. Letter of invitation from Katyn committee to Federal Republic of 
Goren ccm Sats hee i Le Se bh idactlied 


2-A. Transmittal letter of Department of State covering German diplo- 
matic mission reply to committee__.__.__-_____-_-_--------_--___ 
2-B. Reply to committee invitation by diplomatic mission of the Federal 
Republic of Germany 


3. Dnieper Castle, headquarters of Signal Regiment 537__._._____-----__ 
4. Railroad station at Gniezdowo, Russia_____-_--__.---_-------------- 
5. Military Field Police Secretary Voss talking to two other German 
aii caceieseceitinipe ite cabeaescsetereiccniacnienn ih Wide mcbnenetcéieissndidiintmnad 

6. No exhibit 6 due to incorrect numbering. 
7. Professor Orsos of Hungary examining corpse at German exhu- 
m@NOR it eS i dd oe si a ee ol Res 
8. German officer discussing Katyn with delegation of journalists______ 
9. American and British prisoners of war talking to a Russian native__ 

10 


. Russian worker with Polish Red Cross Director Skarzynski and 
11. Group of German soldiers, members of exhumation and identification 
OOS Ot TERI hin a nn i Ss kb edi ei a 
12. Site of mass graves before exhumations______-_.___----__-____-___ 
13. Quarters of German soldiers near Katyn__--------.--------... 
14. Dedicated graves of reburied Katyn victims 
15. Page -of-a: Polish offcer’a-pny Bbeeisi ons os bn ck nus 
16. Lieutenant Voss showing possessions of victims 
17. Reburial place for Polish murdered_____-_-_---.---------..------- 
18. No exhibit 18 due to incorrect numbering. 
19. German, officer, Lieutenant Vogelpoth (witness at German hearings) 
aspecting growth: of qrOeGeic acne. cove eh edd cnscienue 
20. Delegation inspecting group of corpses______-____-__---____-___-_- 
21. German Foreign Office memorandum of conversation with Goebbels 
concerning the discovery of Katyn graves, April 13, 1943 
22. Captured German war document with translation 
23. No exhibit 23 submitted. 
24. Captured German war document with translation 
25. Captured German war document with translation 
26. Captured German war document with translation 
27. Captured German war document with translation 
28. Captured German war document with translation 
29. Captured German war document with translation 
30. Captured German war document with translation 
31. Captured German war document with translation 
32. Captured German war document with translation 
33. Captured German war document with translation 
34. Captured German war document with translation 
35. Captured German war document with translation 
36. Captured German war document with translation 
37. Captured German war document with translation 
38. Captured German war document with translation 
39. Captured German war document with translation 
40. Captured German war document with translation 


41. Not included as it partially duplicated exhibit 5-A, part III 


(Chicago). 





. Captured German war document with translation 
. Rows of exhumed bodies at Katyn 
. Professor Subik and Dr. Transen standing in mass grave 
. Katyn victims buried in tiers 
. Professor Buhtz in presence of Medical Commission removing iden- 


. Dr. Tramsen selecting body from mass grave 
. Dr. Tramsen performing autopsy at Katyn 
. Prof. Frantisek Hajek removing boot of Katyn dead 
. Professor Miloslavich examining identification paper of Katyn victim 


. Final meeting of committee at institute in Smolensk 
. Professor Orsos and other Medical Commission members discussing 


. Members of International Medical Commission in Berlin 
. Members of committee walking past Dnieper Castle in Katyn Forest- 
. Cap insignia of Polish victim 
. Mobilization notice and identification slip of Polish officer 
. Stamp collection of a Katyn victim 
. Polish zloty (currency found on body of a Katyn victim) 
. Polish coins found on exhumed body 
. Not published. Exhibit filed with committee. 

. Not published. Exhibit filed with committee. 

. Roll call list of officers with notation “Kozielsk, 12 April 1940” 
. No exhibit 69 due to incorrect numbering. 

. Skull of Polish officer showing entrance hole of bullet 
. Personal effects found on Katyn victims 
. Body of woman in another mass grave, not with Polish officers 
. Letter from Mr. Bless to Katyn committee 
. General Oberhaeuser’s free-hand sketch of Katyn area as he re- 


. Arrival of International Commission at Katyn 
. Colonel Ahrens greets medical experts 
. Exhibit 77 withdrawn. 

. Colonel Ahrens talking to Russian beekeeper 
. Dnieper Castle 
. Dnieper Castle 
. Letter addressed to Colonel Ahrens in Halle, November 15, 1941 
. Article by Mr. Jaederlunt in the Stockholm Tidningen, April 18, 


. Dr. Palmieri in conversation with unidentified man at Katyn 
. Professor Hajek holding arm of Katyn victim 
Dr. Orsos explains theory of calcification in brain pulp to the members ° 
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tification papers from body 


. View of autopsy tables showing members of International Medical 


Commission at work 


as Dr. Tramsen watches 


. Skull of Katyn victim with bullet visible_____________________--_ Soa 
. Polish officer’s hand tied with cord 
. Polish officer’s diary 
. Personal belongings of a Polish general 
. Laboratory in German institute at Smolensk, Professor Miloslavich 


holding skull 


protocol with members of the Health Ministry 


a ew we ww ow oe ee ee = 


membered it 


. Conversation between members of the International Medical Commis- 


sion and a Russian native 


. Dr. Buhtz and Medical Commission members examining one of ex- 


humed bodies 


of the Commission 


. Dr. Orsos (Hungary) and Professor Saxen (Finland) examining 


exhumed Katyn corpse 


. Dr. Orsos (Hungary) performing autopsy being watched by Pro- 


fessor Saxen and German soldier assisting 


. Dr. Orsos (Hungary) indicating body to be exhumed and its re- 


moval 


. Dr. Naville and Dr. Palmieri examining badly decomposed corpse____ 
. Exhumation of Katyn victim—watching at edge of pit is Dr. Orsos 


and others 


1445 


1454 


1458 


1461 
1462 
1463 
1473 
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1522 
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O46; View 02 DOGies 1h SURI csenienidhtitientienmedte mone 
95. View of partial exhumation of bodies at Katyn__---._---.._____-__-- 
96. Aerial view of Katyn Forest area in vicinity of Dnieper Castle 
TO TE iii taint ctcactedansetih- tipebe eternal initiating eerecnantigien 
98. Exhumed bodies of Polish victims at Katyn._..._--_-___-.--------.. 
99. German forester making laboratory tests of trees from Katyn Forest. 
100. Button taken from Polish officer’s uniform. _........-.-.-----.---- 
101. Box of matches and documents removed from exhumed body—._.--_- 
102. Document removed from exhumed body_._-------..-.---.-__------~- 
103. Hand-made wooden cigarette holder taken from body exhumed at 
Katyn. Koszielsk marked SRG@PCO0R.4.n nc cccmeenecinesneensnsn 

104. Dr. Naville removing documents and box of matches from Katyn 
i ik a an a tia lle Beni 


105. Dr. Hajek performs an autopsy on a Katyn corpse showing the degree 
i IIIT nics cisco dines odeemmenenel bennediaiebigaditentiensininlceniadtibensateisint 


106. Exhumed body of Katyn Forest victim showing degree of decom- 
TITTLE ssn ccrhinnniipatihshietihcaietatestendeaaeulemmaeeattiavaltad tuidlieeneienccintanbemtobmateebertdbends 


107. International Medical Commission signing protocol 


ExuHrsits In Part VI Hearrncs HELD In LONDON, ENGLAND, April 16, 17, 18, 


AND 19, 1952 


32. Polish report of prisoners murdered in Katyn_____--_-__--_-__---__ 


33. Supplemental material compiled by the Polish Government in exile 
in London 


ExHisits IN Part VII HEARINGS HELD IN WASHINGTON, D. C., JuNE 3, 4, AND 


NOVEMBER 11, 12, 13, ANpb 14, 1952 


. Letter te Mr. Madden from Gen. J. Lawton Collins_____- 


. Memorandum to the Secretary of Defense from Maj. Gen. Clayton 
UMN. Sire i ee SEE a Se ee 

. Memorandum from General Bissell (Roger Kent, general counsel for 
Caries As ects) oo co ae es a Bie 
Letter from General Bissell to Julius C. Holmes, Assistant Secretary 
C0 it rit icniind tani is OS Uo ob SE OSE 
Letter from Julius C. Holmes to General Bissell_...._..__--._-______ 
. Statement by Mr. Justice Robert H. Jackson to the congressional 
ONG 20 28: Fea So a a ea ia 

. Letter to Mr. Justice Jackson from Polish Government in Exile in 
OURO <i cnn ime Uae a ok ie cdos os 

8. Mr. Elmer Davis’ radio broadcast of May Or aieR i. i595) rl ince 
8A. State Department memorandum, with stamp mark, showing it had 
been delivered to Mr. Berle on April 22, 1943______________ od sicbontld 

9. Telegram from Ambassador Standley to Department of State_______-_- 
10. Portion of message from Secretary of State Hull to American 
Ambassador at Kuibyshev of August 19, 1942.____..__-_-__-___ 

11. Portion of message from Secretary of State to American Ambassador 
Gated Gipptember-5)- Os cick Rctiietidivn caunnacdinnsinwnd doe 

12. Portion of message from American Ambassador to State Department 
Gnade Gonbembber 10; BOOB ciciinin dati ilcsiinnsncesncnnscentiiuk 

13. Report from American Ambassador at Moscow regarding Willkie’s 
conversation with Stalin concerning the Polish situation__________- 

14. Letter and one enclosure forwarded to State Department by American 
Ambassador to Moscow on February 17, 1942, detailing search for 
Polish: Glee sob. Oe oe gets eae 

15. Telegram from Moscow dated April 26, 1943__..--._.____-_-_________ 
16. Stalin’s personal letter to President F. D. Roosevelt___.__..---_-_____ 
17. Message from President Roosevelt to Stalin dated April 26, 1943_______ 
18. Telegram from Ambassador in Moscow to Department of State________ 
19. Telegram from Ambassador in Moscow to Department of State_.._____ 
20. Letter from Under Secretary Sumner Welles to President Roosevelt___ 
21. Letter to General Watson from Under Secretary Welles_______________ 
22. Report and evidence compiled by Poles regarding discovery at Katyn 
forwarded to Under Secretary Sumner Welles by Ambassador Biddle 

om Mie ates a ie eee ee eb ee 


23. Message from Mr. Harriman to Stalin dated November 7, 1941 
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23B. Stalin’s reply to Mr. Harriman _ 
23C. Stalin’s second reply to Mr. Harriman____-______- 
. Polish Embassy letter to Ambassador Harriman_-__-__-______-_~ 
. Telegram to United States Embassy in Moscow dated January 1944_ 
25. Ambassador Harriman’s letter forwarding Saieie oncdeaee vials tn 
Katyn by Mr. Harriman’s daughter and an Embassy attaché in 
January 1944 
26. Ambassador Earle’s letter to President Roosevelt dated June 11, 1944__ 
26A. Mr. Roosevelt’s reply____----~-- 
27. Mr. Roosevelt's letter to Ambassador Earle 
28. President Truman’s letter to Ambassador Earle____-______-----~~- 
29. Ambassador Lane’s letter to Mr. Justice Jackson at Nuremberg dated 
ARSE ES SR ST a 
30. Ambassador Lane’s letter to State Department official __ 
31. General Holmes’ letter of June 9, 1945, to General Bissell eae 
32. Colonel Van Vliet’s statement regarding his treatment at Katyn by 
the Nazis___- ms aeons 
32A. Memorandum from Mr. Carter regarding the Katyn Massacre pre- 
pared on May 31, 1944 yeaa 
33. Letter to Mr. Stone from Mr. Epstein __- si aaniarchige teri mca api 
34. Letter to Mr. Epstein from Charles W. Thayer, C ‘hie of, International 
TEOMA SOU INEe ee 
35. Letter from Epstein to Mr. Allen____-______- 
36. Letter from Mr. Kohler to Mr. Epstein ad 
37. (Appendix) Excerpt of House Un-American “Ac tivities G ommittee 
hearing —__ 5 
(Appendix) Teheran-Yalta-Potsdam agreements. 
39. Major General Bissell’s diary certificate 
40. Major General Bissell’s commendations_________---__-___---_________ 
41. Message sent to Department of State by Ambassador Harriman (see 
Mr. Harriman’s testimony) _—-------- 
42. Dispatches describing Polish-Soviet relations 
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Mr. Dawson, from the Committee on Expenditures in the Executive 
Departments,' submitted the following 


TWENTY-FIRST INTERMEDIATE REPORT 


[Pursuant to H. Res. 736 (July 4, 1952), 82d Cong.] 


On December 22, 1952, the Government Operations Subcommittee, 
of which Congressman Porter Hardy, Jr., is chairman, submitted a 
report on military construction at 15 continental bases. 

In accordance with permission granted by the House on July 4, 
1952, Chairman William L. Dawson submits the twenty-first inter- 
mediate report of the committee. 


I. InrRopDUCTION 


The rapid expansion of our Armed Forces since the outbreak of the 
Korean hostilities has complicated immeasurably the congressional 
task of reviewing the military budget. The size and complexity of 
the military budget has made it impossible to scrutinize it in detail 
in the relatively short time Congress has to consider it before the 
appropriations must be enacted. 

There are three major aspects of military expansion: Manpower, 
equipment and supplies, and plant facilities. For the fiscal years 
1951, 1952, and 1953, Congress has appropriated approximately $9 
billion for plant expansion at military bases both in continental 
United States and around the world. As an important facet of its 
study and investigation of defense spending, this subcommittee has 
been examining the military construction program. It has been the 
purpose of the subcommittee to inquire not only into the manner 
in which ee funds are being spent, but also to determine if facts 
not previously disclosed to Congress create doubts as to whether the 
money shot should be spent at all. 


1 Name “s Name changed to Committee on Government Operations, July 4, 1952. 








2 MILITARY CONSTRUCTION AT 15 CONTINENTAL BASES 


In order to observe the progress of military construction the sub- 
committee recently visited 15 Army, Navy, Marine, and Air Force 
installations in the United States. Accompanied by technical repre- 
sentatives from each of the services, the members made an intensive 
investigation of selected items of construction. The subcommittee 
is grateful to the Secretary of Defense and to the secretaries of each 
of the services for their cooperation and assistance in planning and 
carrying out the inspection trip. It particularly appreciated the 
generous cooperation extended to the members by the commanding 
officer at each installation. 

The following bases were visited: 

Fort Monmouth (Army), N. J. 

Limestone Air Force Base, Maine 

Fort Knox (Army), Ky. 

Lowry Air Force Base, Colo. 

Denver Naval Air Station, Celo. 

Hamilton Air Force Base, Calif. 

McClellan Air Force Base, Calif. 

El Toro Marine Corps Air Station, Calif. 
Camp Pendleton (Marine), Calif. 

Miramar Naval Air Station, Calif. 

Nellis Air Force Base, Nev. 

Carswell Air Force Base, Tex. 

Fort Worth Army Quartermaster Depot, Tex. 
Kelly Air Force Base, Tex. 

Patrick Air Force Base, Fla., and its auxiliary bases 

The subcommittee found that there is a wide variation evenfin 
comparable climates, in the unit costs which the services are paying 
for buildings of similar functions: that overly rigid specifications may 
result in excessive expenditure or in buildings which are subject to 
early functional obsolescence; and that overelaborate features of con- 
struction have not been eliminated by the services. It was also 
observed by the subcommittee that in determining requirements for 
new buildings there is often a failure of officers within each of the 
services to discriminate between that which may be desirable or 
necessary at some future time and that which is essential here and 
now. 

Il. Comparative Costs ror SimiLaR FAciLities 


The subcommittee found that even for very similar buildings such 
as barracks and messes each of the services pay different prices. 
Although they all serve the same purposes their designs vary widely 
from service to service. The cost of these basic facilities is a large 
percentage of the military public works budget. 


BARRACKS COSTS 


At Miramar Naval Air Station the total cost of barracks and mess 
was $2,560 per man compared with $1,807 per man at Fort Mon- 
mouth. As a matter of fact, on the basis of the number of men 
which the Navy originally intended should occupy these barracks at 
Miramar, the per man cost is $2,965. The Camp Pendleton barracks 
cost $2,330 per man. A few of the barracks at Fort Knox cost $2,560 
per man. ‘The barracks at El Toro Marine Corps Air Station, which 
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are not yet constructed, are estimated to cost $2,534 per man. The 
design for these barracks and the mess ought to be carefully reviewed 
to see where savings can be accomplished. 

Wide discrepancies appear in a comparison of costs at bases even 
within a single service. There is a difference of $300 in the cost per 
man between the barracks at Patrick Air Force Base and at Kelly 
Air Force Base. 

Troop housing 


Cost per man 
3 . | 
Number and size of units eee een ere seated 








Barracks Mess | Total 
ARMY ! 
Knox: | 
32 buildings, 225 men each_.--__-- Sea ante ' ee wii | $1, 902 
4 buildings, 165 men each___-. Sosa : , , : 2, 205 
IS MIMO Soe 2, Lou towns iwicwuccdstacdedsetiwnccewe | 2, 560 
Monmouth: 
3 buildings, 500 men each_____________- 1, 807 
3 buildings, 500 men each________-- : | 1,920 
NAVY 
Miramar: 12 buildings, 120 men each____- Ro fee : $2, 078 $482 2, 560 
Pendleton: 10 buildings, 105 men each _-_-_-_- eri ektex ea nanseeee 1,913 | 417 | 2, 330 
es nome: 3 Dullamies, 5e4 men enen..........-.................. 1, 948 | 586 | 22, 534 
| ' 
AIR FORCE 
Limestone: : 
1 building, 500 men. __..__........--- a a eS " | 1, 980 (3) bette as 
39 buildings, 85 men each. -_____..-- a ae ae 1,850 549 2, 399 
Carswell: 
4 buildings, 85 men each_____.___- Rt ea a gill 1,318 | (3) reas 
5 buildings, 200 men each. ______.-- ene ieie tacoma ; 1, 200 400 | 41,600 
ee es FO ee OU Ss oo os a eck 5 oe 1, 450 590 | 2, 040 
Patrick: 3 buildings, 200 men each__-___..._..-.----.-- ghia 1, 150 (3) 


1 Army messes are combined with the barracks. 
2 Estimate; no bids yet, 

3 No mess. 

4 Estimate; based on low bid. 





The construction of barracks for less than 200 men is a very costly 
procedure. The best example is at Fort Knox where the Army paid 
$650 more per man for small-size barracks. The $300 difference in 
unit costs at Kelly and Patrick Air Force Bases appears to be the 
result of differences in the building designs. ‘The estimated cost at 
El Toro Marine Corps Air Station seems to be clearly out of line since 
the Navy is paying more per man for these 334-man barracks than 
for the 100-man barracks at Camp Pendleton. Extravagance at 
Limestone Air Force Base is indicated in the fact that the large 500- 
man barracks cost $130 per man more than the 85-man units. It is 
only in recent months that the services have determined that because 
the construction of such small buildings is uneconomical, standard 
designs for larger barracks buildings will be utilized in the future. 

At Camp Pendleton there is an urgent need for several thousand 
spaces to house men who are now living in tent camps. The Navy 
requested and received funds to erect temporary barracks and plans 
were made for providing Quonset huts. As an economical alternative 
the Navy decided to construct these Marine barracks with pre- 
fabricated tilt-up concrete slabs. This construction technique is 
resulting in the very favorable unit cost of about $480 per man.? 


2 This is based on a space allowance of 50 square feet per man. Other barracks cost figures are computed 
on an allowance of 72 square feet. At 72 square feet the unit cost becomes $691 per man. 








4 MILITARY CONSTRUCTION AT 15 CONTINENTAL BASES 


The subcommittee was impressed with this construction because it 
appeared more functional and generally more satisfactory than 
Quonsets, and it will require lower maintenance costs. Each of the 
services might profit by studying this innovation with a view toward 
adopting a similar practice to meet low-cost temporary housing 
requirements. 


AIR FORCE DORMITORIES 


The subcommittee observed that even when the unit costs of Air 
Force barracks compares favorably with the cost of buildings of similar 
function built by other services, it is questionable whether the Air 
Force is getting as much for its money. The Air Force is constructing 
dormitory-type rooms for its men in preference to the open-bay areas 
in Army and Navy barracks. Composition board partitions are 
erected throughout. 

Other features are hardwood floors and built-in frame closet and 
drawer space. These “extras” or ‘‘frills’’ were reported to the sub- 
committee to be an inducement to attract personnel to make a career 
in the Air Force. The Air Force contends also that dormitory-type 
rooms are justified as being a special requirement for Air Force per- 
sonnel who are on staggered working schedules around the clock. 
Although some of this may be desirable in peacetime, it is doubtful 
whether these features are absolutely essential to the needs of the 
services in this period. 

The subcommittee saw some indications that these extra features 
were obtained at the expense of durability and ultimately higher 
maintenance costs. For example, the barracks being built for the 
Army at Fort Knox and at Fort Monmouth appeared to be sturdier 
as well as cheaper and easier to maintain than anything seen in the 
Air Force. From this point of view, the subcommittee feels that 
taxpayers’ dollars are better spent when so-called permanent-type 
barracks are designed to insure low long-term maintenance. 

However, the net result of the variations in barracks standards 
among the services, is that the Air Force provides living quarters with 
more eye appeal than those usually found in the Army and the Navy. 
The subcommittee sincerely feels that it is in no position to say what 
these standards ought to be. It is nevertheless deeply concerned 
about the costs to the taxpayers caused by these variations. Before 
additional permanent-type housing authorizations are requested 
satisfactory dormitory standards should be prescribed which will be 
compatible with low long-term maintenance costs as well as minimum 
construction costs per unit. 

The subcommittee found that the services have no standard classifi- 
cation for bachelor officers’ quarters (BOQ). For example, a 36-man 
BOQ might have from 18 to 50 rooms. Conversely a 36-man BOQ 
might actually house anywhere from 36 to 72 officers. It is impossible 
to know from the description how many rooms are being built and 
how many officers will be housed in them. Obviously a comparison 
of per-man costs of constructing BOQ’s is meaningless when the 
number of rooms and the space per man varies so greatly. These 
differences in terminology for common facilities seriously handicap 
Congress in scrutinizing performance and requirements and should 
have been eliminated long since. 








MILITARY CONSTRUCTION AT 15 CONTINENTAL BASES 5 
Under the circumstances the fairest possible comparison of BOQ 
costs is to assume occupancy on the basis of one officer to a room, 


which assumption produces the following interesting tabulation. 


Bachelor officer housing 





Base Rooms Cost per man 
oan ; > aiinitialeacasealcat — 
Limestone... se era ; a: et i aimee te 96 | $5, 750 
Knox ao sioiia kn ainlaida dae 1 128 5, 460 
Miramar Wnttteatind 186 26,873 
ee dul on gaiawenemamene 4S 27,076 


14 buildings for 32 men each, 
2 Estimate; no bids yet. 


The estimated cost of the buildings to be erected at Miramar Naval 
Air Station and El Toro Marine Corps Air Station are clearly out of 
line. The subcommittee is informed that the Office of the Secretary of 
Defense has ruled that the cost of construction of BOQ’s should not 
exceed $6,000 per man. Assuming one may to a room, the prospective 
cost at these two bases is far in excess of this amount. Should the 
estimates prove to be approximately correct, the design for the two 
facilities should be subjected to the most penetrating scrutiny. 


COLLATERAL EQUIPMENT 


The subcommittee discovered an additional obstacle to the compari- 
son of costs for similar facilities. There are no uniform standards 
among the services which determine whether so-called collateral 
equipment will be included in the construction price. For example, 
the cost of erecting a mess may or may not include the cost of the 
galley equipment. The Navy seems to include certain furniture costs 
in the barracks and BOQ cost figures, while the other services do not. 
The effect of this collateral equipment on unit costs may be very 
considerable. It is particularly pronounced in cases of maintenance 
and operational facilities in which expensive e quipment is permanently 
installed. The subcommittee has not been given any convincing 
reason why terms, procedures and reports on construction projects 
cannot be standardized. 


III. OvERELABORATE CONSTRUCTION 


The subcommittee observed a number of facilities where modern 
engineering techniques combined with the use of inexpensive, good 
quality building materials had produced austere, but serviceable, 
permanent structures. Unfortunately, the exceptions were far too 
numerous, 

LIMESTONE AIR FORCE BASE 


Probably the most elaborate construction was found at Limestone, 
a new Air Force base. The base communications building appeared 
to be overdesigned. Although it is not yet occupied, and therefore 
its utilization could not be observed, more space is provided than in 
the building to serve the same purpose at Carswell which has a larger 
personnel complement. Plush features in the training building in- 


H Rept. 2 41506, 82-2— 2 
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cluded folding plastic partitions in the classrooms and expensive doors 
similar to those used in the most modern office buildings. The 
operations building would compare favorably with the most modern 
at any private airport. A spacious entrance foyer, with terrazzo 
floors and a circular stairway to the mezzanine, were in keeping with 
plush construction throughout the building. The bathroom in the 
BOQ had a tile wainscoting 6 feet high in the lavatory rooms outside 
of the shower stalls. Portions of the barracks exterior had a brick 
facing over masonry block which served no functional purpose. 

The architectural concepts of the buildings at Limestone called 
for thermopane, which was installed in the original buildings but 
discontinued in later construction. This resulted in a large amount 
of glass area, adding considerably to fuel costs in the extreme cold 
of northern Maine. The exterior of the new 100-bed hospital appears 
austere, but the interior is de luxe in finish and special hospital 
facilities, including oxygen outlets in every room. 

After the subcommittee observed the extremely crowded conditions 
at Carswell, it was surprised that relief had not been provided through 
the activation of Limestong where expensive and completed facilities 
stand idle. It was reported to the subcommittee that this new base 
is operational, even to the point of having completed such support 
facilities as sufficient barracks spaces. However, we were told that 
no family housing units will be ready for occupancy until the spring 
of 1953. The subcommittee is curious to see whether the Air Force 
intends to permit the new facilities at Limestone to remain idle at 
the expense of severe congestion at Carswell, and whether it is moti- 
vated by the desire to insure the completion of family housing quarters 
at Limestone before activating it. 


MCCLELLAN AIR FORCE BASE 


At McClellan Air Force Base the global communications building, 
which is a part of the Strategic Air Command’s communications net- 
work, cost $29.55 per square foot, far in excess of standard unit costs. 
The excessive cost is easily understood by the visible plushness. It 
is air-conditioned throughout, although in only a few rooms a con- 
stant temperature is required for the sensitive equipment. Special 
acoustical ceiling tile is installed throughout, even in the hallways 
and stairwells. An expensive marble platform and steps lead into 
the main entrance. Also conspicuous was a large basement concrete 
floor area which is completely covered with asphalt tile even though 
this area is almost fully occupied with heavy communications equip- 
ment. 

Another point which concerned the subcommittee about this 
luxurious facility was the possibility that the Air Force ordered a 
larger building than was required at McClellan. One concept of this 
building as originally justified provided for housing personnel on the 
top floor, and using the lower two floors for operations and adminis- 
tration. It now appears that because sufficient housing spaces are 
available at McClellan, the top floor will not be needed for housing. 
The subcommittee was unable to learn why the Air Force had not 
reduced its requirements and constructed a smaller building. 

The $3 million communications shop building at McClellan which 
will be used for the repair and maintenance of all types of electronic 
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equipment has some aspects of an office building rather than a shop. 
A suspended ceiling hides utility lines including air-conditioning. 
There is asphalt tile on the floor and acoustical material on the ceiling. 
The cost of this building is over $26 a square foot. An almost identical 
building is under construction at Kelly Air Force Base, but it was not 
as far along. 

KELLY AIR FORCE BASE 


One of the most elaborate buildings inspected on the trip was the 
new $5% million operational, administration, and training building for 
the Air Force Security Service at Kelly. This building is still under 
construction but it is apparent that when completed it will not lack any 
convenience or luxury. The most substantial and expensive type of 
construction is evident from foundation to roof. For example, sus- 
pended ceilings conceal all utilities, and tile 4 feet high lines the walls 
of corridors and stairwells throughout the buildings, which will be 
completely air-conditioned and acoustically treated. The luxurious 
features of this structure certainly should not be used in a standard 
facility for operations of this kind. 


DENVER NAVAL AIR STATION 


At the Denver Naval Air Station the subcommittee observed the 
shop buildings attached to each side of the new hangar. The expen- 
sive face brick exterior of these shops covered a construction of rein- 
forced concrete frame with concrete block panels. This was the only 
maintenance-type structure observed where brick veneer was used 
over the concrete block. Some other installations, even in wet cli- 
mates, and on barracks buildings, found waterproof paint a satis- 
factory covering for concrete block. 


EL TORO MARINE CORPS AIR STATION 


The subcommittee inspected a newly constructed warehouse at 
El Toro Marine Corps Air Station. The height of the ceilmg was 
variously given as 21 feet 6 inches to 23 feet. It was questioned 
whether the base would normally be utilizing all the cubic space pro- 
vided. Apparently it will not, for the Navy has now informed the 
subcommittee that the new standard design for base warehouses calls 
for a ceiling height of only 18 feet 6 inches. 

One large area of the warehouse was set aside for bin storage. In 
this entire area permanent rigid light fixtures had been hung to within 
8 feet of the floor, thus rendering unusable thousands of cubic feet of 
space. Apparently no thought had been given to ways by which 
this bin space could be provided at a reduced cost. This waste of 
space was one of the most glaring observed by the subcommittee. 


IV. Rieip SpEcIFICATIONS 


The subcommittee saw instances where unnecessary expenditures 
may have resulted from building specifications which seemed to be 
unduly rigid. Allegedly it is the policy of each of the services to 
develop a standard plan for repetitive type facilities that can be 
adapted at the base to the local conditions. Such a procedure would 
seem to be logical, sound, and economical. 





MILITARY CONSTRUCTION AT 15 CONTINENTAL BASES 





ALERT HANGARS 


There are dangers in this procedure, also. At Hamilton Air Force 
Base the subcommittee inspected an alert hangar. These hangars 
accommodate fighter planes which must be able to become airborne 
very quickly. Each plane has its individual hangar section which is 
equipped with expensive, quick operating, mec ‘hanical door units 
both front and back. The subcommittee is informed that these door 
units make up at least one-third of the total cost of the hangar. It 
is conceivable that in some climates such hangar equipment might be 
needed to provide protection from the weather and vet permit almost 
instant take-offs. The subcommittee was not convinced that this 
was true at Hamilton. 

Presumably the rear door had as one purpose to enable the plane 
to enter from the back and be headed in the right direction. At 
Hamilton this was impossible because the hangars were located im- 
mediately in front of a concrete-faced dike. It may be that funds 
will be requested for the expensive operation of setting the dike back. 
This possibility was mentioned. It appears that this hangar was in- 
tended to be a standard alert hangar. Perhaps it is desirable in cer- 
tain climates, but surely its expensive features should be eliminated 
in localities where they are unnecessary. 

In the middle of the hangar was a section designed as quarters for 
the stand-by crews. The second floor of these quarters was fully 
utilized. It seemed that there was no need at all for the first floor 
which had also been finished inside for occupancy, though it was not 
being used. As in the case of the doors, the standard plan had ap- 
parently been executed without regard to the local requirements and 
conditions. 


ADMINISTRATIVE SPACE IN WAREHOUSES 


At the Fort Worth Quartermaster Depot each new warehouse is 
being constructed with 6,000 square feet of administrative space. 
It was admitted that no office space was needed in these new ware- 
houses since there was sufficient administrative space elsewhere. 
Depot officials stated that they requested the elimination of office 
space from the last two of the four warehouses being built. However, 
observation of the construction already in place showed that this had 
not been done. Apparently the standard design plan was followed 
even though this extra office space was not nee ded. 

Furthermore by letter of November 28, 1952, to the subcommittee 
chairman the Army seeks to provide an excuse for this construction 
with an entirely different explanation than that given at Fort Worth. 
The letter contends that this space designed for administrative use, 
if not needed for that purpose, is intended for other needs such as 
bin storage. It was quite evident that space cut up in the manner of 
that at Fort Worth would not lend itself satisfactorily to bin or any 
other type of storage, and the Army’s new explanation Is unacceptable. 


OBSOLESCENCE 


Some permanent structures designed for highly specialized uses 
are in danger of early functional obsolescence, and not adaptable for 
alteration to meet new developments. An example of .a facility 
already obsolescent was seen at Limestone Air Force Base. The Air 
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Force has developed a hangar costing $455,000 which will provide 
closed cover for the nose and wings of heavy bombers. Eight of these 
hangars have already been built at Limestone. None of these can 
be used for the newer heavy bombers. The Air Force has now 
approved a new design for these hangars which will make them usable 
for airplanes now in produc tion. However, a number of these h: angars 
at Limestone, Rapid City, and Fairchild Air Force Bases are already 
obsolescent. 


V. NECESSITY FOR CONSTRUCTION 


One of the most serious shortcomings observed by the subcommittee 
is the evidence that some military construction money is being spent 
for things which are rot functionally necessary. Also there was 
evidence that some authorizations heretofore granted by the Congress 
may have been based on presentations which were inadequate, 
inaccurate, or misleading. 


ROADS, CURBS, AND STREET LIGHTS 


At Limestone Air Force Base the main roads had twice the paved 
width of many busy arterial highways. These roads were 44 feet in 
width while the State highways entering the base had not more than 
a 24-foot pavement. The snow-removal program during the winter 
months was cited as justification for this wide pavement but no one 
could explain why snow had to be piled on asphalt instead of frozen 
earth. The subcommittee is gratified that a representative of the 
Secretary of Defense inspected the base about 1 month prior to our 
visit and Secretary Lovett had ordered discontinuance of paving the 
excessive width. 

Road costs were further increased by the installation of expensive 
granite curbs. Almost 3 miles of granite curbing was laid at a cost 
almost twice the cost of concrete curbs. There was considerable 
doubt in the minds of the subcommittee as to whether most of this 
curbing was needed at all. 

The subcommittee also found that modern, boulevard-type cast-iron 
street lights had been installed at 125 and 150 foot intervals, even 
along isolated access roads outside of residential and operating areas. 
The engineer officer could not.advise the cost of these expensive poles 
and fixtures, but stated that it cost about $200 to move one that had 
to be relocated. 


TROOP HOUSING AT CARSWELL “AIR FORCE BASE 


At Carswell Air Force Base it was found that the anticipated require- 
ments for troop-housing space will be filled when 1952 construction is 
completed, with a theoretical shortage of space for 127 men. Experi- 
ence at this SAC base shows that a higher than normal percentage of 
airmen are married and occupying family housing, so that the shortage 
may actually never occur. At a base as large as Carswell the very 
slightest adjustment in space allowances will provide sufficient room 
for troops if such a shortage should develop for a short period. Yet, 
because the standard formula reveals a theoretical shortage, it is 
planned to go ahead with the construction in 1953 of 1 more 200-man 
dormitory (the standard Air Force design at permanent bases). Even 
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though this might be desirable under normal conditions, it does not 
seem that there is a very high degree of essentiality attached to the 
construction of this additional dormitory. 


HEADQUARTERS, OPERATIONS, AND TRAINING BUILDINGS 


In addition to the $800,000 training and briefing building at Lime- 
stone, the Air Force plans to build a wing headquarters building and 
three squadron operations buildings. These latter will be used for 
“day-to-day training and administration and briefing’”’ and will pro- 
vide some space for storage of personal equipment. They will cost 
in the neighborhood of $500,000 apiece and the wing headquarters 
building is expected to cost about $350,000. As explained to the sub- 
committee, it appeared unlikely that the combat crew and support 
personnel would make full-time utilization of these various facilities, 
and even if they did, it looked as if requirements could have been 
satisfied with a consolidation of space in fewer buildings and more 
careful planning for full-time use of a smaller area 

In this connection, the experience of the Army is of interest. 
Though the structures are not completely analogous, there are a 
number of regimental and battalion headquarters buildings planned for 
construction at various posts, including Fort Knox. When the Army 
was confronted with an administrative limit on the funds which could 
be made available for these buildings, it redesigned the buildings and 
eliminated much of the space originally contemplated. The subcom- 
mittee was informed that the Army is attempting to construct as 
nearly as possible the same number of headquarters as originally 
programed by providing only the absolutely essential space and, wher- 
ever feasible, these headquarters will be attached to barracks build- 
ings instead of being set apart in separate structures. 

At Fort Knox the subcommittee was shown a new training building 
with expensive amphitheater type lecture rooms. This building was 
designed for specialized types of advanced instruction for officers at 
the Armored Center. The subcommittee questions the necessity for 
constructing such elaborate facilities during the present emergency. 
It was concerned whether the present emergency had been used to 
obtain authorization for the expenditure of public funds for elaborate 
facilities before the completion of urgently required operational 
facilities. 


AIR FORCE HANGARS AND REFUELING HYDRANTS 


The Air Force is planning to build wing hangars similar to those 
at Limestone Air Force Base at bomber bases in northerly climates. 
These hangars provide a closed, heated area for the nose and wing of a 
plane. They are programed at $455,000 each. Eight of these hangars 
have been completed at Limestone and the Air Force expects to build 
several more. When hangar construction at this base is completed 
there will be more than enough wing-hangar or all-purpose hangar 
space for every single heavy bomber assigned to Limestone. 

The subcommittee also observed the high speed refueling hydrants 
which are being installed at Limestone and ‘other bases. At Limestone 
each bomber will have its own private hydrant at a cost of about 
$75,000, although the Air Force has been authorized to build not more 
than one for each two bombers at some other bases. The subcom- 
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mittee is in no position to know whether the Air Force has overstated 
its requirements for hangars and hydrants. However, the arguments 
presented in justification for so many of these two expensive items 
were not convincing to the subcommittee members. 


NEW CONSTRUCTION AND THE NAVAL RESERVE PROGRAM AT THE 
DENVER NAVAL AIR STATION 


The mission of the Denver Naval Air Station is to ‘provide facili- 
ties to support the Naval and Marine Air Reserve training program 
and flight proficiency for naval aviators in the Denver area. r Approx- 
imately 200 Naval Reserve officers and enlisted men are trained at 
this station each week end. Once a month planes are flown to Salt 
Lake City and Albuquerque for week-end training of reservists in 
those areas. There were 452 active-duty naval personnel at Denver 
to support these training activities. "The subcommittee was surprised 
at this high ratio of support personnel to trainees. It believes that a 
study of this ratio should be made with respect to each of the services 
in the hope that more efficient use of active-duty personnel will result. 

A $2 million hangar and shop building at Denver was being built 
to supplement existing hangar and shop facilities. It is the first 
hangar to be built in the Navy’ s post-Korea military public works 
program and is the prototype of several others scheduled for construc- 
tion at training bases generally. The subcommittee questioned the 
necessity for such construction at this small station at this time, 
especially in view of the fact that some hangar facilities already ex- 
isted. Following the subcommittee’s return to Washington it was 
informed that the construction of the new hangar was justified to 
Congress on the basis of “‘replacing temporary wartime construction 
with a new hangar.’”’ The naval request for construction authoriza- 
tions for this station also included this statement: ‘Existing facilities 
are so deteriorated that deferment of this program will result in 
eventual abandonment of this essential activity.’’ 

Upon further inquiry the subcommittee was told informally that the 
roof of the old hangar is sagging badly and that considerable rehabili- 
tation of the building would be nec essary to maintain it in a safe and 
usable condition. This statement as well as some aspects of the justi- 
fication seemed inconceivable to the subcommittee. The existing 
hangar, though of wood frame construction, appeared to be in reason- 
ably good condition. No mention was made of any major structural 
defects nor were any observed. In fact, the subcommittee was told 
that the base will continue to use this hangar and it was being used at 
the time of our visit. This raises the serious question whether this 
construction was authorized by Congress on the basis of information 
which was inaccurate, incomplete, or misleading. 


WORLD WAR II TEMPORARY BUILDINGS 


This subcommittee has been interested for some time in the use of 
temporary buildings at military bases. Thousands of these structures 
were erected during World War II and have long since outlasted their 
anticipated usefulness. However, a great many have been rehabili- 
tated to a serviceable condition and others are structurally sound so 
that rehabilitation can be undertaken within reasonable cost limits. 
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The Air Force originally contemplated disposing of all its temporary 
barracks over a 3-vear period, 1952-54. After this subcommittee’s 
investigation and report of conditions at Andrews Air Force Base, a 
resurvey of this situation was undertaken, and as a consequence the 
number of temporary barracks scheduled for disposition was mate- 
rially reduced. 

In this connection the group was especially interested in the situa- 
tion at Lowry Air Force Base. Ninety temporary barracks housing 
58 men each at Lowry are badly in need of exterior weatherproofing 
and interior rehabilitation of plumbing, flooring, and lighting. The 
subcommittee was told that these buildings are all struc ‘turally sound. 
Present plans and available funds call for the rehabilitation of 60 of 
these barracks at a cost of $15,000 each, about $260 per man, plus 
$120,000 to rehabilitate two mess halls, a cost of $120 per man; 
making a total cost of $380 per man for ‘rehabilitating barracks and 
mess. Such a program is commendable, and the subcommittee 
believes funds should be provided to rehabilitate the other 30 buildings. 
This would save about $2,500,000 when compared with new 
construction. 

At the Denver Naval Air Station the subcommittee observed an 
example of the haste and anxiety of the military services to dispose of 
temporary structures that are still serviceable. The base planned to 
request money for a new training building in the 1954 program to 
replace the Prese nt temporary building. It was contended that the 
new hangar, for a variety of technical reasons, could not have been 
situated any ‘where on the base exce pt exactly where it is now. Un- 
fortunately, this meant that only 34 feet separate the hangar from 
the temporary training building, and Bureau of Aeronautics regula- 
tions prescribe a minimum distance of 50 feet. 

Certainly the present frame building will not last indefinitely, and 
unless it is properly maintained some day it will be necessary to 
remove it. It was observed, also, that a part of this building has 
just been rehabilitated and appears now to be in satisfactory condi- 
tion. It appeared to be adequately functional. As to the location 
of the new hangar, the subcommittee is not fully convinced that it 
was justified at all and is especially doubtful that it could not have 
been placed 16 feet farther from the training building. This situation 
raises the question as to whether the present emergency is being used 
to obtain additional plant facilities which are nice but not really 
urgent. 

BASE TELEPHONE EXCHANGES 


Another matter of deep concern to the subcommittee is the use of 
public works funds to construct utilities where private enterprise 
stands ready and able to expand its services for the military needs. 
At Limestone the Air Force has constructed a 1,000-line telephone 
exchange which can be expanded to 5,000 lines. Apparently the 
telephone company in that area was not consulted as to its capabilities 
for providing trunk lines and the switchboard. The reasons given for 
this were two: Security, and the requirements for training military 
personnel to operate overseas communications. These do not appear 
to be conclusive since civilians are frequently cleared to operate such 
facilities and since at some other installations identical facilities are 
furnished and maintained by the local utility companies and operated 
by both military and civilian personnel. 
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The subcommittee is gratified that the Secretary of Defense has 
recently issued a general policy directive dealing with this subject. 
With certain exceptions it requires the departments to lease the 
services and facilities of commercial telephone companies which are 
reasonably and adequately available. Care should be exercised to 
prevent abuse of these exceptions. 


AIR FORCE SECURITY SERVICE 


One of the most shocking examples of duplication and waste 
observed during the trip was at Kelly Air Force Base where facilities 
for the Air Force Security Service are being constructed. This is a 
specialized organization of the Air Force. Representatives of the 
AFSS either would not or could not explain why the Army, Navy, 
and Air Force do not have joint facilities to coordinate these operations. 

The question arises as to whether these facilities cannot be used 
by more than one of the services, or whether it is necessary to duplicate 
or triplicate similar facilities for all three services. The subcom- 
mittee believes that the Secretary of Defense should review the 
activities of the National Security Agency, the Army Security Agency, 
the Office of Naval Intelligence, and the Air Force Security Service to 
insure that these agencies are not performing duplicate functions 
which in turn require duplication of physical facilities, training 
programs, and administrative procedures. If the functions are not 
duplicating, it still might be possible to provide for joint utilization of 
facilities for operations, training, and administration. 

More than $9 million from 1951 and 1952 construction funds is 
being spent at Kelly for housing and messing, warehousing, training 
and administration space for AFSS. Dormitories housing 300 airmen 
have already been completed. The construction of housing for 1,600 
more is getting under way. The inspection party was told that plans 
call for a large number of additional housing spaces at the AFSS 
site. One-third of the current cost of this new headquarters will go 
for housing and messing, and this ratio will rise if additional spaces 
are erected. 

This subcommittee reported in June on the overprograming of Air 
Force dormitory requirements. In the course of this investigation it 
was pointed out that there were at Kelly Air Force Base 5,700 more 
dormitory spaces than would be needed when the base reached its full 
strength under the 143-wing Air Force. In spite of this the Air Force 
is going ahead with its plans to duplicate these airmen housing 
facilities for AFSS. - This is explained as being necessary because the 
AFSS headquarters are situated approximately 8 miles from the living 
area on Kelly. If the men were housed and messed in existing build- 
ings it was contended that a fleet of 100 trucks would be necessary to 
move them back and forth. 

The difficulties in this situation seem to stem from the decision to 
locate AFSS, a tenant activity at Kelly, in an isolated area remote from 
the facilities of the main base. If currently authorized housing con- 
struction is completed for AFSS, about $3 million will be spent to 
duplicate other facilities at Kelly which will be unused when the 
transition to the 143-wing program is complete. The original decision 
as to the location of the main AFSS facility appears to be unsound and 
the decision to build new barracks around that facility appears to be 
based mainly on convenience. 
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MASTER PLANNING AT PATRICK AIR FORCE BASE 


There is a very real danger that this unfortunate experience at 
Kelly will be repeated at Patrick Air Force Base. The Air Force 
Missile Training Center is experimenting with the development of 
guided missiles at this installation. Most of the buildings and other 
facilities are on the main base. A part of the work is carried on at 
an auxiliary base about 15 miles from Patrick and at offshore auxiliary 
stations. 

The Air Force took Patrick over from the Navy in 1950. Several 
new buildings are programed for construction, including certain 
industrial buildings for the use of private contractors conducting the 
research and development operations. Two such buildings have 
already been constructed at Patrick. Since these were begun a new 
master plan has been proposed calling for their construction at the 
auxiliary base 15 miles away. The buildings already erected at 
Patrick would then be used for other purposes. 

Although it might be more convenient to have these industrial 
buildings at the auxiliary base, this was recognized initially but was 
overridden by other considerations. There was no convincing 
presentation that this change now is necessary. The likelihood of 
eventual duplication of facilities is illuminated by the AFSS experience 
at Kelly. If the Air Force is permitted to build industrial facilities 
at the auxiliary base, the Congress may anticipate early and concerted 
effort to secure support facilities there which will inevitably duplicate 
those at the main base at Patrick. This subcommittee feels that this 
change in the master plan should not be approved without a showing 
of the utmost urgency and necessity for it. 

During the inspection of the offshore auxiliary stations, the sub- 
committee was informed that at some future time it was likely that 
the Air Force would request money to build family housing units on 
these stations. If such a policy is adopted, it is likely that Congress 
will then be asked to provide for the construction ef schools, hospitals, 
and other such facilities for the support of dependent personnel. 
The subcommittee recognizes that the Air Force will face very real 
morale problems at these isolated offshore stations. In dealing with 
this situation it is believed that a careful study should be made of 
alternate solutions, such as providing for a limited tour of duty at 
these stations, having in mind that rotation might be possible for the 
large number of trained personnel stationed at Patrick. 


NELLIS AIR FORCE BASE SUPPORT PERSONNEL 


Nellis Air Force Base is an advanced gunnery training base built 
during the last war. Except for the runways and airplane parking 
aprons, the construction of new facilities at this base had not pro- 
gressed far enough for observation. When the subcommittee inquired 
about the mission and the utilization of this base, it learned that there 
were only 160 officers in training. About 2,600 officers and airmen 
as well as 500 civilian employees were assigned to the base to support 
these fliers. A ratio of about 20 personnel for each flier seems un- 
reasonably high. Although the subcommittee is in no position to 
analyze the needs for such a large support program, it does believe 
that the problem should be reviewed by the Secretary of Defense in 
all military training activities. 
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WAREHOUSE UTILIZATION AND REQUIREMENTS 


Over a period of time the subcommittee has been engaged in a study 
of military warehousing. This has proven to be a highly complex 
problem, but a large amount of work has been done in assembling 
and analyzing data of the Army and Air Force and attempting to 
relate this data to such departmental directives as exist. 

The inspection trip enabled the subcommittee to observe some of 
the practices employed in the field and to question responsible service 
personnel concerning the manner in which storage is performed, space 
requirements are computed, and factual data is assembled and reported 
for use in justifying to Congress new authorizations for warehouse 
construction. 

In the course of our study, which has been conducted principally 
at the Washington level, it has been universally contended that more 
warehouse space is neeled. However, there has also been universally 
lacking any well-defined factual support for this contention. Fre- 
quently a majcr difficulty appeared to be the absence of any reasonable 
criteria or instructions. Where directives or instructions did exist 
they meant different things to different people. Some of this con- 
fusion seems due to the fact that basic definitions and terms have 
almost as many different meanings as there are people using them. 

It had been hoped that as a result of operating experience, “personnel 
in the field would be less confused than personnel in Washington and 
would be able to provide the subcommittee with usable information 
determined on a uniform basis. Unfortunately, this condition did 
not exist and at every installation where the storage question was 
raised, there was always confusion in the use of terms and in the defini- 
tions of such criteria as had been provided by departmental authorities. 
There is urgent need for uniform and clear-cut directives and defini- 
tions by which space requirements may be determined and space 
existing or to be constructed may be properly utilized. Under the 
existing system of reporting space requirements and utilization, the 
lack of uniformity makes it impossible for anyone either to evaluate 
the efficiency or present utilization or to determine properly what 
requirements are. Thus it is obvious that neither the services nor the 
Congress is able to say with reasonable assurance that the new ware- 
house construction presently authorized or programed for early 
authorization is in proper relation to actual needs. 

Another aspect affecting the need for warehouse space concerns the 
nontemporary storage of household goods of military personnel. At 
the beginning of the subcommittee’s study of depot-storage facilities 
we were advised that only two depots were used for storing the house- 
hold effects of military personnel. One of these was located on the 
west coast and one in Tennessee. The number of depots storing this 
material was increased from 2 to 6 in May of this year, and there are 
now 17 such places of storage as a result of more recent designations. 

The subcommittee has no information concerning the cost of crating 
and transporting these effects to the storage points. We question 
whether the military has such information. We believe, however, that 
there is urgent need for a study of this matter with a view toward 
determining whether it might be much more economical to store these 
household effects in nearby commercial facilities where crating would 
be unnecessary and where transportation would be nominal. 
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VI.. ConcLusions 


1. The subcommittee found that the cost per man of building bar- 
racks housing approximately 100 men is significantly higher than for 
the construction of larger barracks. It is gratifying that the services 
have recently adopted a policy of constructing a fewer number of 
separate barracks buildings with larger capacities. This is serving to 
reduce the per-man cost of troop housing. 

2. The estimated unit costs for constructing BOQ’s at Miramar and 
El Toro and barracks at El Toro appear to be far out of line with costs 
at other installations visited by the subcommittee. The design plans 
should be reviewed to see where savings can be accomplished. 

3. Insome cases of barracks construction the Air Force has sacrificed 
durability for aesthetic considerations and convenience in order to stay 
within per-man cost limitations. Such a procedure seems to ignore 
austerity mandates and to be uneconomical from the standpoint of 
maintenance costs. 

It is the feeling of the subcommittee that before additional requests 
for permanent-type troop housing are made to the Congress the 
Secretary of Defense should prescribe satisfactory dormitory stand- 
ards which will be compatible with low long-term maintenance costs 
as well as minimum per-unit construction costs. 

4. Among the services there is a wide variation in terms, defini- 
tions, procedures, and reporting practices. This makes cost com- 
parisons difficult, if not impossible. 

5. The subcommittee observed, even within a single service, wide 
variations in the design for repetitive structures such as barracks, 
messes and warehouses. Excessive unit costs for these facilities at 
some bases seemed to be attributable at least in part to a failure to 
adopt and use basic standard designs which experience should have 
shown by now to be the most efficient and economical. 

6. The subcommittee observed many plush features of construction 
invelving expensive matetials and inefficient space utilization which 
are not compatible with the announced policy of austerity. Examples 
of this are described in section III. 

7. Economies inherent in utilizing standard plans and designs are 
frequently nullified by failure to make appropriate adaptations to 
meet local conditions. For example, the use of a standard type alert 
hangar at Air Force bases without regard to climatic conditions seems 
unjustifiable. Also, expensive office space in the Army’s standard 
warehouse designs should have been eliminated in situations where 
sufficient administrative space was already available. 

8. Functional obsolescence is already apparent in certain specialized 
buildings only recently constructed. Example: The wing hangars 
constructed by the Air Force at northern bases. 

9. The theoretical shortage of troop-housing space at Carswell Air 
Force Base after the completion of 1952 construction was reported 
to the subcommittee as involving only 127 men. Experience at 
Carswell indicates that this shortage may not actually develop. It 
would appear that construction of an additional dormitory should be 
deferred if not eliminated. 

10. Air Force construction plans for training, wing headquarters, 
and squadron operations buildings at Limestone Air Force Base did 
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not appear defensible. There appears to be a serious lack of planning 
in efficient space utilization of these highly specialized and expensive 
structures. 

11. The subcommittee felt that in certain instances there was 
insufficient effort to use and conserve temporary buildings which are 
structurally sound and subject to rehabilitation at moderate cost. 
There was some evidence that interservice rivalry for long-term 
permanent construction has overshadowed the desire to get the most 
defense for the least cost. A noteworthy exception was the attitude 
of the commanding general at Lowry Air Force Base who is recom- 
— a plausible rehabilitation program. 

‘Although the subcommittee found that the Air Force is install- 
se > own telephone system at Limestone without trying to learn 
whether private industry would lease service to the base, it is gratify- 
ing to note that the Department of Defense has recently established 
the policy of leasing such services as a matter of general practice. 

13. The Air Force is engaged in a costly construction program for 
providing supporting facilities for its Security Service which might 
have been unnecessary if more judicious planning had been exercised 
at the outset. Although some housing may be necessary for key 
AFSS personnel at its present location, the programed barracks con- 
struction for all AFSS personnel is extravagant and wasteful while 
ample barracks spaces at Kelly will probably remain empty. The 
completion of this expensive barracks construction program appears 
unwarranted at a time when other facilities seem to be more urgent, 

4. The construction of facilities for the Air Force Security Service 
at Kelly raises the question whether there is unnecessary duplication 
of facilities for this type of program in each of the services. The sub- 
committee believes that this Air Force activity and similar activities 
in the other services, including the Department of Defense, should be 
thoroughly reviewed by the Secretary of Defense to insure against 
needless duplication. 

15. The subcommittee remains convinced that the relocation of 
industrial facilities away from the support facilities at Patrick will 
result in a request for the erection of duplicating support facilities. 
In the absence of more thorough study and better justification the 
proposed relocation should not ‘be permitted. 

16. At some bases the subcommittee observed facilities under con- 
struction for which urgent requirements seemed doubtful. It ques- 
tions the relative urgency for the construction of the new hangar at 
the Denver Naval Air Station when compared with the need at some 
other installations for facilities which have not even been autherized. 

17. The subcommittee was concerned: with the ratio of support 
personnel to trainees at certain training bases. While it cannot de- 
termine what ratio should be prescribed there was evidence of extrava- 
gant use of active-duty support personnel. It recommends a study 
of this ratio with respect to each of the services. Although the sub- 
committee was primarily concerned with possible savings in construc- 
tion funds, it believes this evidence of wastefulness of manpower also 
deserves comment and requires attention. 

18. There is urgent need for a comprehensive study of warehouse 
utilization and storage requirements and for uniform and clear-cut 
directives and definitions of terms and criteria. Under present condi- 
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tions the subcommittee is unable to evaluate the justification for 
warehouse construction already authorized and believes that the serv- 
ices are likewise unable adequately to support their estimates of space 
requirements whether already authorized or in the planning stage. 

There have been notable achievements in the expansion of military 
facilities. Unfortunately, the directives requiring that the planning 
and design of construction proceed on the most austere basis which is 
compatible with the really essential military requirements, have too 
often received only secondary attention. The subcommittee believes 
that opportunities are plentiful for greater savings without sacrificing 
present military preparedness objectives. 


O 
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Mr. Dawson, from the Committee on Expenditures in the Executive 
Departments,’ submitted the following 


TWENTY-SECOND INTERMEDIATE REPORT 


(Pursuant to H. Res. 736 (July 4, 1952), 82d Cong.] 


On December 30, 1952, a Special Subcommittee Investigating 
Housing Construction in Alaska, of which Congressman Chet Holifield 
is chairman, submitted a report on Military Housing Construction in 
Alaska. 

The Honorable Clare E. Hoffman, a member of the subcommittee, 
did not. participate in the hearings which were held in Alaska and 
which form the basis of this report. 

In accordance with permission granted the House on July 4, 1952, 
Chairman William L. Dawson submits the twenty-second intermediate 
report of the committee. 


BACKGROUND OF SUBCOMMITTEE INQUIRY 


In the spring of 1951, the Honorable Chet Holifield, a member of the 
committee, received information which indicated that construction of 
certain family housing units for military personnel in Alaska was 
characterized by slipshod methods, inferior materials, and lax super- 
vision on the part of the Army Corps of Engineers, the Government 
agency responsible for Army and Air Force housing construction. 

his raised an immediate question whether the evident failure of the 
contractors to conform to contract plans and specifications as regards 
materials and workmanship was being met by change orders and ad- 
justments in the contracts to prevent loss to the Government and un- 
warranted profit-making by the contractors. Accordingly, the in- 
formation was turned over to the General Accounting Office for 
investigation. 


1 Name changed to Committee on Government Operations, July 4, 1952. 
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The Comptroller General, after study of the matter, sent investi- 
gators to Alaska to make an initial field investigation. In the mean- 
time, by letter dated August 23, 1951, Mr. Holifield advised Gen. 
Lewis A. Pick, Chief of Engineers, that such an investigation was being 
made and requested the Corps of Engineers to withhold final accept- 
ance and release of four designated contracts pending a report from 
the General Accounting Office.? 

In a letter of reply dated September 7, 1951, General Pick acknowl- 
edged “errors and deficiencies in some of the work’’ and stated that 
the contractors responsible for those conditions had been notified to 
correct them. General Pick also stated that final payments would be 
withheld until corrections were made to the satisfaction of the district 
engineer in Alaska.’ 

Subsequently the General Accounting Office completed its report 
which was formally transmitted to Chairman Dawson on April 27, 
1952.4 In his judgment, the information contained therein warranted 
hearings in Alaska, and he thereupon designated Mr. Holifield as 
chairman of a special subcommittee. The press of legislative business 
compelled the subcommittee to defer proceeding to Alaska until the 
close of the session. However, on July 10, 1952, Subcommittee 
Chairman Holifield made oral inquiry of General Pick’s office as to 
the status of the construction contracts in question. By letter dated 
July 28, 19£2, Brig. Gen. John R. Hardin, Assistant Chief of Engi- 
neers for Military Construction, advised Mr. Holifield that all de- 
ficiencies in the four designated contracts either had been corrected 
or offsetting credits had been taken by the Federal Government ° 

The subcommittee found through its hearings in Alaska that the 
information given by the Office of the Chief of Engineers was in some 
respects ai leailinn: Also, the subcommittee found certain serious 
weaknesses in the administration of the bousing-construction con- 
tracts by the district engineer in Alaska. The subcommittee is 
satisfied that its hearings in Alaska and the detailed inquiry it 
made in cooperation with the General Accounting Office will have a 
most salutary influence in discouraging or minimizing practices both 
by the contractors and the Corps of Engineers which are detrimental 
to the public interest and specifically to the military housing program 
in Alaska. At the same time, the subcommittee was afforded an ex- 
cellent opportunity to examine housing construction in process or 
completed and to bring together pertinent information for the use of 
the Congress. 


SCOPE AND VOLUME OF ALASKA MILITARY CONSTRUCTION 


Orer-all construction 


The great volume of postwar military construction in Alaska is con- 
centrated at Ladd and Eielson Air Force Bases in the Fairbanks area 
and at Elmendorf Air Force Base and Fort Richardson in the An- 
chorage area. World War II construction was mainly temporary 
(Quonset-type structures), with a small amount of permanent con- 
struction at Elmendorf and Ladd. The main wartime construction 
activity was centered in the Aleutian Islands. 


. aa text a letter see subcommittee hearings, Military Housing Construction in Alaska, p. 2. 
Tbid, p. 


4 The Gait Accounting Office report is printed in the subcommittee hearings, pp. 128 ff. 
5 The text of General Hardin’s letter is printed in the subcommittee hearings, p. 3 
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For the post-World War II period, military construction presently 
accomplished or programed through fiscal year 1953 represents 
approximate outlays of $750 million. Although ultimate require- 
ments are uncertain, the district engineer estimates that an addi- 
tional $400 million of work remains to be programed. Thus the 
cost of the military construction program in Alaska following World 
War II will exceed $1 billion. 

At the time of the subcommittee’s visit, slightly more than $300 
million of military construction work had been accomplished, repre- 
senting about one-third of the total postwar program for Alaska. 
Design work had progressed to a point approaching $600 million worth 
of projects. The subcommittee found the design and construction 
work for specified fiscal-year programs in various stages of completion. 
The fiseal-1952 construction program was about 90 percent complete 
in design, between 10.and 20 percent complete in construction. Delays 
were attributed to tardy issuance of directives at the Washington level. 
Consequently, the fiscal-1953 program was piling on top of the preced- 
ing programs and multiplying the burdens of the district office. 

The district engineer placed the value of contracts in the 1952 
construction season at $150 million and for the preceding construction 
season at $139 million. He estimated that available facilities and 
resources would permit the placement of some $200 million worth 
of contracts annually. Construction for the 1952 season involved 
about 90 contracts and 35 contractors. For the 1953 construction 
peak an estimated 12,000 construction workers will be needed by 
contractors. The district engineer expressed concern that the 
falling off in railroad, highway, “and general building work in Alaska, 
causing a labor surplus i in many ¢ rafts and trades in the Anchorage and 
Fairbanks areas, would discourage many workers from returning to 
Alaska next year. 


Housing construction 


The postwar military housing program in Alaska (fiscal 1946 
through fiscal 1953) represents approximate outlays of $212 million, 
comprising $116 million for family quarters, $20 million for bachelor 
officers’ quarters, and $76 million for enlisted men’s barracks and 
dormitories. A portion of this program is completed; the remainder 
under construction or funded but not yet under contract. 

Family housing, the largest component of the program moneywise, 
is approximately $57 million completed, $22 million under construc- 
tion, and $37 million funded but not yet under contract. These 
outlays represent 2,496 family units completed, 977 under construc- 
tion, and 1,623 units programed but not yet under contract, a total 
of 5,096 units. The Air Force has 2,513 and the Army 2,583 of the 
total family units. In terms of ultimate family-housing requirements 
for military personnel in Alaska, the 5,096 units represent probably 
55_to 65 percent of the program. 


DISTRICT ENGINEER ORGANIZATION AND OPERATION IN ALASKA 


The office of the district engineer in Alaska is organized under the 
Chief of Engineers as an element of the North Pacific division, which 
has its headquarters in Portland, Oreg. The Alaska district is one of 

6 Permanent family units built before or during World War II are not included in these figures. 
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four in that division. The other three district offices are located at 
Seattle, Walla Walla, and Portland. The Alaska district presently is 
staffed with 19 military officers and approximately 1,200 civilian 
Government employees. 


Engineering division 

Within the district office, an engineering division handles planning 
and design; a construction division administers the contracts, including 
field inspections of the work in progress. 

All design and construction work is accomplished by the district 
engineer on the basis of specific directives issued by the Office of the 
Chief of Engineers, which, in turn, receives directives from the 
Departments of the Army and Air Force relative to their military 
construction requirements. Typically, a directive to the district 
engineer outlines what is to be built, design characteristics, specific 
limitations as to floor space, etc., and the quantity of funds allocated 
for the particular project. Upon receipt of the directive, the engineer- 
ing division coordinates with the using service (Army or Air Force) in 
Alaska to determine that requirements are adequately described. 


Specific operating data and field information are obtained and then a ~ 


lump-sum contract is made with an architect engineer firm for pur- 
poses of design. 

According to the district office, three architect-engineer firms are 
initially selected and recommended to higher authority. The district 
recommendation is usually accepted, and then negotiations are under- 
taken with the preferred firm. After a design contract is awarded, 
preliminary plans are drawn up and reviewed by the district office 
then the architect-engineer proceeds to make finished drawings and 
specifications which are checked and approved by the district office; 

In the case of repetitive structures—houses, barracks, warehouses— 
the architect-engineer is paid for a single basic design which becomes 
the property of the Government. The architect-engineer provides the 
design, drawings, and technical sections of the specifications covering 
the construction. Administrative specifications are prepared in the 
district office as well as bidding documents, and a call is issued for 
bids based on these plans and specifications. All construction work 
in the Alaska district is handled on a lump-sum contract basis after 
competitive bidding.’ Incoming bids are analyzed; the low bidder 
determined, and the contract awarded. 

After award, principal responsibility passes to the construction 
division for contract administration and work in the field. 


Construction division 


The construction division controls three project branches headed by 
project engineers. The latter oversee and assist resident engineers 
who have operating responsibility at the site after contract award. 
There are resident engineers at the various project areas in Alaska. 
The two large residencies at Ladd-Eielson and Fort Richardson func- 
tion, in effect, as smaller district offices. 

Where basic design changes or other modifications involving money 
differences are made in the field, these require approval by the district 
office. Otherwise, the resident engineer supervising the project is 


1 From 1946 to June 1949 practically all construction work in Alaska was performed on a cost-plus-fixed-fee 
basis by three contractors in a joint venture. This contract ran through more than $100 million before it 
was canceled in 1949 (S. Doc. 10, 82d Cong., 1st sess., p. 7). 
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authorized to approve changes. In the normal procedure, agreements 
between the contractor and the Government involving money differ- 
ences are embodied in formal change orders, adjusting the lump-sum 
contract price to reflect the differences. In the event agreement 
cannot be reached in the district, the contractor can submit a claim 
to the Office of the Chief of Engineers in Washington. A number of 
contractors’ claims were pending on housing construction contracts 
investigated by the subcommittee. 


Government-furnished facilities 


Construction contractors recruit their own labor, but the Govern- 
ment operates construction camps for housing and messing of con- 
tractor employees at four major bases (Ladd, Eielson, Fort Richard- 
son-Elmendorf, and Whittier). These camps are operated by a 
private firm for the Government on the basis of a single cost-plus- 
fixed-fee contract, the only one of its kind in the district. 

The Government also maintains concrete batching and mixing 
plants at these four bases. The plants are operated under separate 
contracts for the purpose of supplying concrete to the various con- 
tractors. Only ready-mix concrete is supplied; concrete blocks 
utilized in some of the construction are fabricated in local block 
plants. 

Other Government-furnished property, in the case of family housing, 
includes kitchen ranges and refrigerators. 

Construction equipment owned by the Government and estimated 
by the district office at $20 to $25 million in value, is rented to con- 
tractors when available and requested. 


Surplus construction equipment 


The subcommittee understands that huge quantities of construction 
and other equipment and materials have accumulated in the district 
without being actively needed or used. The district engineer stated 
that following World War IT, in anticipation of a major construction 
program in Alaska, large amounts of construction material and equip- 
ment were assembled from the Pacific islands and brought to Anchor- 
age and Fairbanks. During the acute postwar shortage, such equip- 
ment was furnished to contractors in operable condition as an added 
incentive for them to work in Alaska. At present, Government equip- 
ment is furnished on an as-is, where-is basis, for which contractors pay 
commercial rentals with allowances for repairs. 

In the opinion of the district engineer, Government rental of equip- 
ment bas reached a point of diminishing returns. The property has 
been impaired by long exposure or obsolescence; much of it consists of 
broken lots in need of extensive repairs. The subcommittee believes 
that immediate steps should be taken to identify all the engineer-held 
property and to move it into channels of use within the Government 
or else to dispose of it as surplus. 


FAMILY QUARTERS FOR MILITARY PERSONNEL IN ALASKA 


The shortage of housing in Alaska has received wide publicity in 
the past few years and considerable attention from the Congress and 
the Department of Defense. Exorbitant rents, overcrowded and 
unsanitary quarters—these have been the lot of many families, mili- 
tary and civilian, stationed in the Territory. Lack of housing has 
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been regarded as a major obstacle to the deployment of ground troops 
and the proper build-up of Alaska defenses. However, substantial 
appropriations by the Congress and the present program of the Armed 
Forces for Alaska housing are overcoming these conditions. 

The Congress, resisting the military inclination to self-indulgence in 
the matter of family housing standards, has set over-all cost limitations 
per family unit * and has prescribed maximum allowable floor space of 
1,080 square feet.° These limitations induced the Army in 1949 to 
reduce its criteria for Alaska housing, making them accord more 
nearly with FHA standards. In November 1949, the district engineer 
was given revised criteria and directed to design two types of row 
housing, one consisting of eight 3-bedroom units and the other of 
eight 2-bedroom units. A Juneau architect-engineer firm was selected 
for the design work. 


Defense Housing Commission survey 


About this same time a Department of Defense Housing Commis- 
sion was appointed to study family housing for military personnel. 
The Commission was requested by the Secretary of Defense to study 
proposed housing in Alaska and decide upon the design of a house suit- 
able for use in the Territory. After a’visit to Alaska, the Commission 
submitted a report dated January 14, 1950, which recommended that 
structures be of the multifamily type, with living room, dining alcove, 
and kitchen on the first floor, bath and three bedrooms; or bath, two 
bedrooms and utility room (alternating) on the second floor, with 
storage space for each unit to be provided in the attic. Maximum 
area of any unit was not to exceed 1,080 square feet gross, based on 
outside dimensions. The Commission recommended against con- 
struction of basements, finding their cost entirely out of proportion 
to utility. 

The Defense Housing Commission also found that the Army-Air 
Force standard NCO (non-commissioned officer) type family quarters 
originally contemplated for the Alaska housing program were con- 
siderably more expensive in design and space allowance than FHA 
rental housing occupied by civilian American citizens having compara- 
ble income and status. It was noted that the three services, in con- 
junction with the Corps of Engineers, had taken measures for down- 
ward revision of design and space requirements, but the Commission 
was not satisfied that the indicated revisions were sufficient to meet 
the criteria recommended by it and approved by the Secretary of 
Defense in December 1949. 

Expressing the conviction that construction costs in Alaska could 
never be brought down to the level of those in the continental United 
States, the Commission nevertheless believed that a material reduction 
of unit costs could and must be made. Such reductions were con- 
sidered obtainable through the use of more flexible plans and specifica- 
tions and through the assumption by the Government of responsibility 

§ Appropriation laws since 1949 have specified that outside the continental United States and in Alaska, 
the average cost per family unit is not to exceed $25,580 and no individual unit is to exceed $35,000 (63 Stat. 
1020, 65 Stat. 446, 64 Stat. 533). Public Law 564, 81st Cong., 2d sess., an authorization bill for Army con- 


struction, limited such family quarters to $29,500 and $33,000 for average and unit costs respectively, inelud- 
ing collateral costs of design, utilities, etc. (64 Stat. 244). 

® Public Law 626, 80th Cong., 2d sess. (62 Stat. 380), prescribed a maximum of 1,080 square feet for family 
units of enlisted men, increasing the allowable space with rank up to 2.100 square feet for general officers. 
A 10-percent increase in these dimensions was permitted for family housing outside the continental United 
States. However, the same law as well as a later one (Public Law 564, 8Ist Cong., 2d sess., 64 Stat. 244) 
limited all family units built with funds from these authorizations to 1,080 square feet. Public Law 155, 
82d Cong., Ist sess., allowed a maximum net floor area of 1,250 square feet for family quarters therein author- 
ized, provided that the average of 1,080 square feet was maintained (65 Stat. 365). 
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for procurement and delivery of materials needed by contractors. 
The Commission registered the carefully considered opinion that 
construction costs at Kodiak and Anchorage areas could be held well 
within $17.50 per square foot and in the Fairbanks area within $20 
per square foot. It recommended that private architects and en- 
gineers should be employed by the Corps of Engineers to prepare 
detailed plans and specifications and to supervise construction. 
These architects and engineers were to have the same discretion in 
selection of materials and modification of design as was customarily 
accorded architects and engineers serving private clients. 

The Defense Housing Commission directed that bids be taken on 
five different housing plans. In May 1950, the Secretary of Defense 
approved for construction the so-called type A house, a 3-bedroom 
and basement unit designed by the Juneau firm.” This is the standard 
design for NCO-type housing constructed at Eielson, Ladd, and 
Elmendorf Air Force Bases and at Fort Richardson. Subsequently 
the same firm was retained to design several other types of housing 
for commissioned officers of different ranks; also family quarters at 
Whittier adequate to bear heavy snowfalls. According to a summary 
obtained from the district engineer design fees paid to this firm total 
slightly in excess of $57,000. 


SUBCOMMITTEE OBSERVATIONS ON ALASKA HOUSING 


The subcommittee has briefly reviewed the background develop- 
ments in Alaska family housing to point up its own observation that 
this program appears to be marked by trial and error and considerable 
lack of expert knowledge as to the most suitable housing design, 
materials, and construction methods to meet economy demands and 
military needs. Several of the Defense Housing Commission’s 
major recommendations for Alaska housing were found inadvisable 
for one reason or another. For example, the Commission opposed 
basement construction because it believed the cost was excessive, but 
basements have been included in all family units. It was pointed 
out to the subcommittee that inclement weather in Alaska makes a 
basement a virtual necessity for recreational and domestic purposes." 

Again, the Commission was very firm in its belief that Government 
procurement and supply of building materials would effect substantial 
economies. The subcommittee was advised by the district engineer 
that under the lump-sum contract, construction can be performed more 
effectively when the contractor is responsible for procuring his own 
materials. Difficulties in Government procurement, warehousing and 
supply in the Territory, as well as in property accountability, were 
stressed by the district engineer. He preferred to cope with the 
problems of inspection of contractor-purchased supplies than with 
the problems of direct Government purchase, storage, and issue. 


Cost data 


It is uncertain from available cost data that the Commission’s 
recommendations concerning cost limits per square foot have been 


* 10 One of the reasons for delay in Alaska housing, according to the Senate Preparedness Subcommitt ee, 
“was considerable slowness in developing a design for a standard house that was finally approved for Alaska’’ 
(8. Doc. 10, 82d Cong., Ist sess., p. 9. 

1! The subcommittee also found that in some instances the basement afforded a convenient arrangement 
whereby a commissioned officer would allow an enlisted man and his wife to occupy the basement in return 
for assistance with the housekeeping. In a civilian FHA project occupied by military and civilian person- 
nel, basement space was provided in part for garages. 











8 * MILITARY HOUSING CONSTRUCTION IN ALASKA 


fulfilled. ‘The Commission expressed a very decided opinion that no 
construction contracts should be let where costs per square foot 
exceeded $17.50 in the Anchorage area and $20 in the Fairbanks 
area. Figures submitted to the subcommittee by the District 
Engineer estimated square-foot costs for family housing at Fort 
Richardson (eight-family, row-type) to be $20.86 on a net area basis. 
Costs in the Fairbanks area should be somewhat higher. However, 
an estimate supplied by the Chief of Engineers’ Office shows a cost of 
$15.26 per square foot, figured on a gross area basis and including all 
collateral costs, for a family housing project at Eielson. 

Interestingly enough, square-foot costs for enlisted men’s barracks 
and bachelor officers’ quarters (40-man buildings) were higher than 
for family units. The barracks costs ranged from $21.20 per square 
foot for 500-man barracks to $34.10 for 198-man airmen’s dormitories. 

It should be noted, however, that square-foot cost estimates vary, 
depending on whether they are calculated on the basis of usable space, 
or inside or outside dimensions. Differences in the type of structure 
and the time of construction also affect cost comparisons. 

Data extracted from the files of the Chief of Engineers’ Office show 
family housing unit costs (as of August 31, 1951) ranging from approx- 
imately $13,500 to $17,000 at Fort Richardson and from $18,000 to 
$22,500 at Ladd and Eielson. Adding 8 to 15 percent to these unit 
costs to take account of area utilities, it appears that they are well 
within the statutory limitations. Although it is extremely difficult 
to establish an accurate ratio of construction costs in Alaska to 
stateside costs, the subcommittee is inclined to believe that the 
military services have overstated this ratio in presenting their budget 
justifications (at times the ratio of 3 to 1 has been cited). To prevent 
backsliding on economy objectives, a reexamination of the basis for 
establishing maximum cost limits on family housing units in Alaska 
would seem to be in order. 

Criticism of housing design 

The Defense Housing Commission’s recommendation that private 
architects and engineers be employed to design the housing and be 
allowed wide discretion in preparing plans and specifications has been 
followed, but the results are not particularly impressive in the case of 
Alaska housing. One Alaska firm has been retained for all family 
housing design work, assertedly because of its experience with local 
conditions and requirements. However, the subcommittee observed 
some notable departures from economy in the design work. The 
district engineer seemed disposed to accept the technical specifications 
of the architect-engineer without careful evaluation of more economical 
alternatives. 

One example immediately noted by the subcommittee was the use 
of reinforced concrete in the building foundations. This item was 
specified by the architect-engineer and accepted by the district 
engineer in the belief that concrete block, a cheaper material, was not 
suitable for Alaska because of seismic forces, ground water conditions, 
and labor costs of laying the block. Ina later contract for 664 housing 
units, the low bidder submitted an alternate proposal for using con- 
crete block instead of reinforced concrete, which offered a saving of 
some $42,000 over the next bidder on that particular project. The 
low bid was accepted after the district engineer was finally convinced 
that concrete block could be satisfactorily utilized for Alaska housing. 
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Use of concrete block in place of poured concrete throughout all 
housing projects would have saved substantial sums of money. 

Another example noted by the subcommittee was the use of striated 
plywood to cover portions of the outside walls on family housing 
projects inspected by the subcommittee. This material had been 
included in the specifications and accepted by the district engineer in 
an effort to introduce an element of variation in the appearance of the 
housing. Asbestos shingles, a cheaper and satisfactory exterior 
covering had been used in a number of units. By applying the striated 
plywood to the lower half and asbestos shingles to the upper half of 
the outside walls, it was sought to relieve somewhat the monotonous 
appearance of housing which consisted of rows of boxlike structures.” 
As we note below, the alleged difficulty of procuring striated plywood 
for a large number of units led to the substitution of an untested 
material called Welchboard which proved to be unsatisfactory. The 
subcommittee believes that the use of the more expensive material 
was hardly justified in the light of the ensuing difficulties that beset 
the district engineer or the meager esthetic results obtained. Asbestos 
shingles which were available would have served the purpose ade- 
quately. 

Although the chief of the engineering division in the district office 
emphasized that the housing design in use was hurriedly prepared in 
response to urgent demands, the fact remains that the Alaska housing 
problem was one of long standing, and considerable time and effort 
had been expended over the years in trying to decide what kind of 
housing should be built. 

Lag in utilities 

Aside from questions raised by specification of certain materials 
in the housing design, the subcommittee is concerned as to whether 
over-all project planning is achieving the maximum economy. 
Urgency aie speed have been cited to justify mistakes made and 
higher costs; yet the rush to build housing units for which utilities 
are not available is doubly wasteful. Completion dates for utility 
projects have lagged behind those for the housing projects intended 
to be served. Considerable sums have been lost to the Government 
because lack of utilities prevented beneficial occupancy for varying 
numbers of months. The subcommittee recognizes that separate 
appropriations for housing and utilities sometimes have complicated 
this matter. It is of the utmost importance that planning, budgeting, 
and appropriating for Alaska housing be integrated to insure the 
proper phasing of all elements necessary to the completed project. 


Permafrost footing problems 


In the Fairbanks area it appeared to the subcommittee that exces- 
sive costs were engendered by removing too much of the original soil 
from whole areas to be occupied by housing and backfillmg with 

avel. It is understood, of course, that these structures are being 

uilt in a so-called permafrost area, where the ground is permanently 
frozen or subject to freezing. According to the district engineer, 
subsequent heat of building structures would thaw the subsoil under 
the building, and the resulting soupy mass would be an unstable 
footing. Conversely, if buildings should go through a winter without 





12 The Defense Housing Commission had recommended that monotony in appearance of structures be 
prevented as far as possible through design of site plans. 
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heat, this material would freeze because of low temperatures existing 
in the area (up to maximum —70° F.) and heavy damage would 
result to structure through heaving action. 

Frost-susceptible material at the housing site was removed to a 
depth of 6 feet or more below footings and backfilled with gravel. 
On one contract alone for family quarters at Ladd Air Force Base, a 
change order added more than $1 million to the amouni of the contract 
because of additional work involved in excavation of unsuitable 
foundation material, procuring and hauling of gravel, and compacting 
the required backfill. Modifications of five contracts involved addi- 
tional sums for excavation totaling approximately $2,700,000. Since 
the backfill to a depth of 6 feet or more is capable of taking 5,000 
pounds per square foot, that general figure has been used - the 
district engineer’s office as a design approach for footing calculations. 
The subcommittee was unable to determine whether in fact the plans 
showed a 5,000-pound bearing requirement. For the housing in 
question, small, two-story frame, flat-roofed buildings, the require- 
ment would appear to be unduly excessive. 

Furthermore, the subcommittee is not convinced that the indicated 
depth of excavation is necessary. Information was given to the sub- 
committee that private construction in Fairbanks removed much 
less of the poor material. Reportedly, the five-story masonry post 
office in Fairbanks was built by removing about 18 inches of this 
material from the footing area, filling with good gravel, and pouring 
the footing on it. How accurate this information is, the subcommittee 
is unable to say. It suggests the need for a careful examination of 
the footing problems in the permafrost area to determine whether 
unrealistic bearing requirements are followed and excessive excava- 
tion undertaken; also whether proper insulation under buildings might 
be a to minimize the amount of frost-susceptible material to be 
removed. 


FHA housing 


In general, the subcommittee has the impression that there is an 
uneven approach to the austerity goal in Alaska housing. True, the 
military services have been compelled to forsake their earlier expensive 
notions of what constituted appropriate family quarters. The 
NCO-type housing in use for officers as well as enlisted men, and 
limited to 1,080 square feet in size, certainly is economy housing. At 
the same time, the subcommittee inspected privately constructed 
FHA housing in Alaska which is more austere than the military 
housing but which still affords quite satisfactory and attractive 
quarters. In the FHA project no unit has more than two bedrooms 
while the completed military units have three. Although observing 
the 1,080-square-foot limitation, the military services decided to get 
the maximum number of bedrooms. The difference in cost between 
one-, two-, and three-bedroom housing is substantial. Had the 
services made some effort in their original planning to relate the 
housing units to family size, the over-all cost of housing construction 
would have been considerably reduced. 

Presently a few units are being constructed or programed which 
have one and two bedrooms; however, the objective is not economy 
but to enable simultaneous construction of some 1,250-square-foot 
units with possibly four bedrooms as permitted by recent law so long 
as the 1,080-square-foot average limitation over all is maintained. 
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In connection with the FHA rental housing mentioned above, the 
subcommittee enters a reminder that the same taxpayers who support 
the military housing program also underwrite the private housing 
venture. Consequently, it behooves the military services to take 
careful account of the availability of outside housing in programing 
their own construction. A 418-unit FHA project in the Anchorage 
area, constructed on land leased from the military, gives priority to 
military personnel in occupancy. The subcommittee was advised that 
military personnel tend to rent quarters at the FHA project for a short 
period upon arrival, while waiting for military housing to become 
available. The private project therefore is exposed to unusually high 
turn-over and frequent vacancy, jeopardizing its solvency. It is recog- 
nized that a number of complex matters are involved, including the 
relationship of rental rates to the quarters allowance for military per- 
sonnel. The subcommittee does not propose a specific solution but 
suggests that the possibilities of lease or purchase of the FHA project 
by the military services be examined. 

The subcommittee also suggests that consideration be given to de- 
vising a cost accounting system for military housing that will identify 
all housing costs incurred, including maintenance. 


SUBCOMMITTEE EXAMINATION OF SPECIFIC HOUSING PROJECTS 


In cooperation with the General Accounting Office the subcommittee 
made a detailed examination of four housing projects which had de- 
ficiencies originally reported to Subcommittee Chairman Holifield. 
The contracts involved 145 eight-family structures or 1,160 individual 
family units at Fort Richardson. In this type of row-house struc- 
ture, each dwelling includes a combination living room-dining room 
and kitchen on the first floor, two medium and one smaller-sized bed- 
rooms and a bathroom on the second floor. Interior wall and ceiling 
finish are painted plaster board. Each unit is provided with a sep- 
arate basement. The eight-unit buildings are flat-roofed, frame, 
two-story structures on reinforced concrete foundations and divided 
by reinforced concrete walls. For architectural effect the exterior is 
finished in part with asbestos shingles and in part with Welchboard 
(substituted for striated plywood on two contracts). Heating for the 
units is provided from an activated central steam plant. 

Contractor performance on one of the four contracts examined was 
unusually poor. The effort of the contractor to cut corners and to 
use substandard materials and workmanship in violation of his con- 
tract is reprehensible, to say the least. At the same time, the dis- 
trict engineer must accept responsibility for permitting such prac- 
tices to continue for substantial periods of time because of inade- 
quate supervision and inspection. 


Use of Welchboard 


When this contractor represented to the district engineer that 
striated plywood, specified in the contract, was impossible to obtain, 
and requested permission to use a substitute, the district engineer 
made only a casual effort to verify the contractor’s allegations of 
scarcity. The chief of the construction division, asserting that ‘“* * * 
it has been our practice to track these things down wherever possible,” 
recalled having made a telephone inquiry, but he was rather vague 
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as to the sequence of events and could not testify whether striated 
plywood actually was available or not at the time required. 

In the course of considering possible substitute materials, the con- 
tractor suggested the use of Welchboard, a plywood having a face of 
waterproof, resin-fused wood plastic. He noted, however, that three 
coats of paint or spar varnish would be necessary to coat the material. 
Since the specifications for striated plywood called for a single coat 
of stain, the district engineer apparently was reluctant to have more 
done with the substitute. He undertook to wire the manufacturer of 
Welchboard, asking about coating requirements, and received a reply 
to the effect that satisfactory results had been obtained with the 
application of one coat of a certain kind of stain. In this case, it 
appeared that the district engineer was willing to take the word of 
the contractor as to the unavailability of striated plywood but was 
unwilling to take his word that the Welchboard required the appli- 
cation of three coats of paint or spar varnish. 

After 1 year of exposure to the weather, and in some cases even 
less, serious surface ruptures and cracks appeared in the Welchboard, 
and in addition many panels showed a tendency to buckle and curl, 
in some instances sufficiently to draw the nails, particularly on the 
sunny side of the building. Large portions of the damaged Welch- 
board siding were replaced, but even the new panels showed the same 
signs of surface rupturing and cracking. The subcommittee saw 
numerous instances of these conditions and noted that the Welchboard 
did not present a pleasing appearance. 

In October 1950, when it finally became apparent to the district 
office that one coat of finish was not achieving the desired results, the 
chief of the construction division advised the resident engineer that 
a two-coat job was required. It was not until April 1951—6 months 
later—that the resident engineer passed on this information to the 
contractor. The contractor refused to accept responsibility for the 
unsatisfactory condition of a substitute material initially approved by 
the district engineer, and the latter was unwilling to expend more 
Government funds for an additional coat of paint on the substitute 
when the original specifications called for a single application on 
striated plywood. The resident engineer recommended that some 
action be taken against the manufacturer of Welchboard for misrepre- 
senting the material to the district engineer, but what form this action 
should take he was unable to say. 

The subcommittee believes that the district engineer did not act 
with reasonable prudence in making an initial investigation of the 
substitute material and deciding as to its suitability. The chain of 
difficulties started with the architect-engineer who, in search of some 
architectural variation, specified striated plywood without considering 
its market availability.“ When the contractor alleged his inability 
to obtain it, the district engineer was moved to adopt a substitute 
which had not been tried or tested in the Territory; he let it be applied 
with a single coat of paint on the basis of an off-hand statement by 
the manufacturer; and once having approved application in that 
manner, the district engineer could not very well hold the contractor 
to account. 


8 It was explained to the subcommittee that the Korean conflict, creating market scarcities, could not be 
foreseen at the time the specifications were drawn. However, less expensive materials like asbestos shingles 
did not disappear from the market after Korea. 
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The subcommittee was unable to obtain a definitive answer to the 
question whether the Welchboard was a less expensive material than 
the striated plywood. Earlier estimates in the district office indicated 
the Welchboard was slightly cheaper, and the General Accounting 
Office report made a finding to that effect. Substitution of cheaper 
materials normally requires a change order adjusting the lump-sum 
contract price so that the Government might obtain the benefit of 
any savings in cost arising from the substitution. No change order 
was executed. The district engineer (who succeeded the one in office 
when the earlier estimates were made) cited later studies purporting 
to demonstrate that Welchboard, though cheaper to purchase, was 
heavier than striated plywood and more costly to transport; also that, 
as a hard-finish material, it required more meticulous nailing, and so 
extra labor costs resulted which earlier appraisals had not taken into 
account. Consequently, the Government did not see cause to execute 
a change order adjusting the contract price in its favor. 

The manner in which this substitute material came to be used sug- 
gests a lack of integration and close supervision in the whole process 
of writing the specifications and supervising their execution on,the iob. 
Omission of cut-off valves 

The subcommittee’s attention also was drawn to the fact that on 
the same two contracts, involving 672 family quarters, cut-off valves 
had not been installed on convecter heating units. Contract speci- 
fications permitted contractors the option to furnish and install 
either cast-iron radiators or convector-type heating units but spe- 
cifically called for a valve ‘‘on the supply to each unit of radiation 
and convection.” The two projects in question required some 6,000 
convectors. 

Installation of cut-off valves on convectors-is desirable not only 
from the standpoint of having complete control over regulating the 
heat output from each convector, but also as a matter of convenience 
and necessity in making repairs and replacements. Without the 
valves, the heat in the whole building might have to be shut off in 
repairing a single unit. 

Omission of the cut-off valves did not come to the attention of the 
district engineer until approximately 75 percent of the convectors had 
been installed. Inspectors did not report their absence, presumably 
because contract mechanical drawings of the heating system did not 
show valves on convectors but only on radiators, although a standard 
provision in the contract stipulates that requirements in the specifica- 
tions be followed even if not shown in the drawings. It was evident 
that the inspectors had not been properly schooled as to what to look 
for and were further handicapped by the lack of the necessary detail 
in the drawings. The district engineer acknowledged to the sub- 
committee that— 

* %* * the field inspection personnel were of the impression that the valves 


were not required from their study of the plans and from their apparently inade- 
quate knowledge of the specifications. 


The chief of the engineering division ventured the observation that 
it was— 


not a solid rule of practice that what is called for in the specification need neces- 
sarily be shown on the plan, That is a rule of the contracting game. 
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The subcommittee suggests that the rule ought to be changed if its 
practice leads to inadequate inspection by the Government and 
acrimonious disputes with the contractors as to what should or should 
not be installed in conformance with contract specifications. 

In this case the absence of the detail on the drawings led to a legal 
controversy about the proper interpretation of the contract. To 
buttress his position, the contractor sought an opinion from the 
architect-engineer and was advised informally by a representative of 
the firm that the architect-engineer had not intended that the valves 
be installed on the convectors. In the opinion of the chief of the 
engineering division, this statement was ‘entirely out of order” and 
it was flatly rejected by the district office. However, it serves to 
indicate again the lack of integration between the architect-engineer, 
the district engineer, and the inspection system in the field. 

The convector valves in question were finally installed after re- 
peated insistence by the district engineer. Considerable added ex- 
pense was entailed by putting in the valves after the plumbing had 
been completed and, in some cases, the buildings occupied. The 
contractors have filed claims for recovery. 

Although it seems clear to the subcommittee that the specifications 
govern, as provided in the contracts, making it the contractor’s obliga- 
tion to supply the valves, it would have been a simple matter to write 
the specifications without leaving any doubt whatever as to their 
meaning, and to follow up by showing the valve on the convector 
detail drawing. The subcommittee observes further that the legal 
responsibility of the contractor is no substitute fer rigorous inspection 
to insure contract performance. By detecting the omission at the 
outset, the district office might have saved the time and effort that 
went into the controversy as well as the extra labor and materials 
required for a belated installation. 


Substandard bathtubs 


The tendency of the district engineer to rest with the contractor’s 
responsibility to fulfill specifications was again exemplified in the 
installation of bathtubs. Although the plumbing specifications call 
for materials that are “standard in every way, in first-class condition, 
and the best of their respective makes” and prescribed minimum 
dimensions, the bathtubs installed in two projects were reputedly the 
cheapest and lightest weight in the plumbing trade and clearly below 
required size. These tubs were installed in 35 out of 51 buildings 
(280 out of 408 dwelling units) on one project before the matter was 
brought to the attention of the contractor by the district engineer. 
Deficiencies were not noted until May of 1951, about a year after the 
plumbing contracts were executed. No inspection of the tubs had 
been made prior to installation. (Following this episode the district 
engineer undertook to inspect such materials before their being 
uncrated.) The brochure submitted by the contractor in advance 
of installation had failed to show tub dimensions; the adequacy of 
the bathtub was taken for granted by the district engineer. 

Since the installed tubs were cheaper than those called for in the 
specifications, the Government took a credit of $4.32 per tub. The 
contract permitted an option to the contractor to supply either a 
cast-iron tub or a formed-metal tub of specified minimum dimensions. 
In figuring what additional charges should be laid upon the contractor 
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for installing an inferior tub, the district engineer assumed that the 
contractor would furnish the ‘cheapest tub possible within the specifi- 
cations. Although this is understandable, it is difficult to understand 
what purpose was served by including an option to the contractor to 
supply a cast-iron tub, which i is considerably more expensive.* One 
of the district engineer’s representatives expressed the opinion that 
the option to use the cast-iron tub served no purpose in the contract; 
he stated that he would prefer to take it out of future contracts, but 
that the option was being retained at the insistence of higher authority. 
The subcommittee was informed that in a number of the projects, 
the contractors had supplied cast-iron tubs, which were the only type 
specified in those particular contracts. In view of the substantial 
difference in price between cast-iron and formed-metal tubs, where 
both are permitted as alternatives it would seem advisable to require 
the submission of alternate bids by contractors. 


Defects in waste and vent systems 


In the four contracts examined by the subcommittee, various 
substitutions, omissions, and deletions in the waste and vent systems 
had been made by the contractors which resulted in savings in material, 
labor, and freight. The subcommittee found that these conditions 
were due in part to the fact that contractors’ shop drawings had been 
approved by the district office even though they did not conform to 
original contract documents. No change orders had been executed to 
adjust the lump-sum contract prices. The omission of these details 
from the drawings, as noted above, does not relieve the contractor 
from furnishing the materials called for in the plans and specifications. 
The difficulties in these cases were attributed by the chief of the 
engineering division to the inexperience of the mechanical engineer 
who was responsible for making the approvals at a time when the chief 
of his section was necessarily absent. 

The subcommittee observes a disposition on the part of the district 
engineer to rely too heavily on the contractors’ formal responsibility, 
to be too casual in the acceptance of shop drawings which omit 
pertinent details, and to be overgenerous in approving , modifications, 
which add to the cost of contract administration. In part these 
shortcomings lie with the technical divisions within the district office 
and in part with the inspection system in the field. As far as the 
contractors are concerned, failure to live up to contract plans and 
specifications causes them extra expense and difficulties in the end. 


Attitude toward contractors 


An easy-going attitude on the part of the district office toward the 
contractor is bound to impair the general quality of performance. The 
subcommittee is inclined to agree with the following statement in a 
report of special inspection dated July 9, 1952, made by a Corps of 
Engineers officer concerning the Alaska District: 


The undersigned felt that in a number of cases the Government is not getting 
the type of construction nor the quality of material which was provided for in the 
original contract. Too often deductions from the original amount of the contract 
were authorized where inspection has detected inferior quality material, and poor 
workmanship has been passed with no deduction from contract because of the 
immediate requirement for the facility. It is believed that the tendency to allow 


14 A representative of the Chief of Engineers’ Office suggested that the option was for the convenience of 
contractors who might have a supply of cast-iron tubs in stock. 
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deductions and to pass inferior workmanship discourages the contractor from 
meeting specifications and doing top quality work, since he realizes that the 
maximum penalty he will suffer if detected will be a deduction and if undetected, 
a net profit over and above his legitimate profit will result. 

The district engineer’s comment in the same report relative to this 
observation follows: 


No instances can be found where this statement is substantiated. Items of 
lesser dollar value have been admitted into the contracts, but with foreknowledge 
prior to incorporation into the work. These were allowed because of procurement 
difficulties, NPA restrictions which varied from day to day, modifications that 
entered into the contract at a late date, ete. Where reference to Federal speci- 
fication was in the slightest degree garbled and advantage was taken thereof by 
the contractor, the installation of the item was permitted with an equitable 
adjustment in price, rather than delay the job as the substitution would in no 
way affect the ultimate functioning of the project. No substitution of an inferior 
article that would, within knowledge, affect performance was accepted. As in 
much of the construction, where the completion date was paramount in forming 
part of an over-all nucleus, substitutions that would maintain the delivery date 
were permitted. 

While the district engineer is eens these matters in the best 
light, the subcommittee’s examination of the housing contracts lends 
' weight to the report of the engineers’ inspectorate. 


Faulty inspection system 


The importance of having a competent and vigorous inspection 
system in the field is obvious. The subcommittee has no information 
as to whether, apart from lack of experience and technical qualifica- 
tions on the part of field inspectors, other influences are operative to 
weaken inspection. Undoubtedly there exists a certain amount of 
persuasion in the form of gifts and gratuities by contractors to induce a 
friendly attitude. The subcommittee was advised that this is quite 
normal procedure in construction work and difficult to pin down. 
Evidently, the problem was getting somewhat out of hand in Alaska, 
because the report of the engineers’ inspector general in July 1952, rec- 
ommended, among other things, that positive steps be taken to assure 
compliance with the provisions of Army regulations relative to the giv- 
ing and receiving of gifts on the part of both district office personnel 
and contractors. The report noted that although the district engineer 
had taken very adequate steps to familiarize all personnel concerned 
with the pertinent regulations, there were indications from the field 
er some contractors and district office employees were not observing 
them. 

The subcommittee agrees with the recommendation of the engineers’ 
inspector general that the district engineer should reenforce his efforts 
in this direction and notes that in fact reminders were issued by him 
to district office personnel in July and August of 1952. 

The inspection reports for the housing contracts under investigation 
for a period of some 9 months in 1950-51 appeared to be only cursory 
in nature and of little value in determining whether the contractors 
were performing properly. In April 1951, after a more conscientious 
and better trained inspector was placed on the job, numerous details 
of defective performance in the plumbing and heating installations on 
one project began to show up. - that month a three-man inspection 
team for the district engineer found that substitutions of inferior 
materials, omission of specified materials, use of prohibited materials 
and deliberate deviations from contract plans and specifications 
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had decreased the cost for the contractor approximately $125,000. 
Of this sum, an estimated $50,000 represented savings in materials, 
and $75,000 in decreased labor costs. 


Varying credit estimates 


The subcommittee encountered the greatest difficulty in pinning 
down the amount of credit which the Government considered as 
properly due from the contractor for failing to live up to contract 
plans and specifications. As late as February 1952 the district en- 
gineer referred to the $125,000 estimate of the inspection team in 
making findings of fact with regard to a claim by the contractor. A 
military officer who served on the team advised the subcommittee in 
the fall of 1952 that he stood by the original estimate. Refiguring by 
the district engineer’s office resulted in an estimate of $101,000. The 
district engineer ee the latter figure to General Accounting Office 
representatives on November 15, 1951, in response to a formal request 
for information on intended action to overcome deficiencies and devia- 
tions from the contracts. The district engineer also explained that in 
addition to the Government taking offsetting credits for deficiencies 
and deviations that would not seriously affect functional strength, 
unsatisfactory work would be torn out and replaced by the contractor. 

When Chairman Holifield made his inquiry of the Chief of Engineers’ 
office in Washington prior to departure to Alaska, he was given a 
figure of $60,000 as the total amount of offsetting credits to the Gov- 
ernment in the final modification of the contract in question. During 
the hearings in Alaska the district engineer stated that he was unable 
to support that figure; the chief of the construction division stated 
that it was “taken out of the air.” The resident engineer stated also 
that it was an arbitrary figure which he had formulated as adequate 
to cover possible credit due from the contractor. A representative of 
the Chief of Engineers’ office who accompanied the subcommittee to 
Alaska explained that pursuant to Chairman Holifield’s query the 
$60,000 figure had been obtained by a telephone call to the North 
Pacific division office in Portland, ‘‘and they made an estimate of 
$60,000, and that was the best figure they had.” 

Prior to the subcommittee’s visit to Alaska, the district engineer 
who made the $101,000 estimate had been replaced by rotation and 
the engineer now holding the office revealed that their latest caleula- 
tions had resulted in an estimate of $10,252 due from the contractor. 
That figure was supplied to the subcommittee toward the close of 
its Alaska hearings. It had not been made available to representa- 
tives of the General Accounting Office assigned to the subcommittee 
who had been sent to Alaska a week in advance to review the status 
of the contracts in question. 

In endeavoring to ascertain why the estimates of offsetting credits 
due the Government made by the preceding district engineer had 
been deflated some 90 percent, the subcommittee was advised that 
various cost factors and circumstances confronting the contractor 
had not been taken into account in the prior estimate. The subcom- 
mittee is not in a position to pass upon the multitude of technical 
details which affect the calculations nor to judge their final validity. 
However, it is apparent that the estimating function of the district 
office is ‘faulty at one point or another, and the subcommittee’s 
efforts to obtain an accurate statement concerning offsetting credits 
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due the Government was met by most unsatisfactory responses on 
the part of both the Chief of Engineer’s office and the district office. 

It was pointed out to the subcommittee that the contractor in 
making good on certain defects insisted upon by the district office had 
spent from $200,000 to $250,000. Claims were submitted in turn by 
the contractor relative to a number of the disputed items which he 
was compelled to install and to obtain relief from certain damage 
penalties imposed. It may very well be when the final settlement is 
made that the Government will be paying money to the contractor 
despite the fact that performance on the iob was most unsatisfactory, 
and, in fact, was so poor that the district engineer in November 1952 
was moved to write him a sharp letter of reprimand.” 
Construction problems in Alaska 

In expressing criticism of the district engineer’s office for its lax 
supervision of housing construction contracts under investigation, 
the subcommittee is mindful of the unusual difficulties of recruiting 
and maintaining qualified personnel in Alaska. It was emphasized 
to the subcommittee that the district office was handicapped by the 
excessive turnover rate in personnel (60 to 72 percent) which made 
it necessary to spend considerable time in training new recruits. It 
was pointed out that housing for civilians was poor and in short 
supply and that living costs in Alaska ranged 50 to 60 percent higher 
than in the States. Although a 25-percent differential is paid to 
Government employees to compensate in part for the higher living 
costs, this differential is considerably reduced by ‘Territorial and 
Federal income taxes. The lack of schools, churches, community 
organizations, and other essentials for stable living was also noted. 

A lack of engineering data and basic surveys of the Territory, 
difficult problems of communication and transportation, the high 
cost of labor, transportation and materials, adverse climatic condi- 
tions, and a short construction season were cited as factors which 
complicate the construction program and the difficulties of supervision. 

In the subcommittee’s opinion, the costly and difficult nature of 
construction work in Alaska make it especially incumbent on the 
Corps of Engineers to exercise the most careful planning and super- 
vision of such work. Contrary to the public impression, the Corps of 
Engineers is not itself directly engaged in construction work and only 
a small number of military officers are engaged in the work for which 
the corps is responsible. It was reported recently that the engineers’ 
organization had 331 military officers and 37,170 civilians involved 
in the civil-works and military construction activities for the Army 
and the Air Force."* In the Alaska district, as noted above, there 
were 19 officers and approximately 1,200 civilian Government em- 
ployees at the time of the subcommittee’s visit. On some occasions 
the number of military officers in the district has been as low as three. 
This handful of military officers is immediately responsible for an 
Alaskan construction program currently involving outlays of $150 
million per annum. 

The ‘spreading thin” of military personnel over the huge and far- 
flung organization administered by the corps has been noted in a 
recent report of the House Committee on Appropriations.”” As far as 


18 The letter is printed in the subcommittee hearings, p. 113. 


fe Hose Committee on Armed Services, hearings (No. 78) on military and naval construction, May-Jure 
1952, p. 3945. 


"7 Investigation of Military Public Works (committee print), October 15, 1952. 
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Alaska is concerned, whether the mere addition of military officers in 
a supervisory capacity will improve the performance of the district 
office is a question which the subcommittee has not attempted to 
answer. That question can only be answered in the context of the 
larger question whether the Corps of Engineers is the most appropriate 
agency and is most efficiently organized for the kinds of tasks it is 
called upon to perform. 


CONCLUDING SUMMARY AND RECOMMENDATIONS 


The subcommittee’s attention was drawn to military housing con- 
struction in Alaska by reports of poor performance by contractors 
and lax supervision on the part of the district office of the Corps of 
Engineers. An investigation was undertaken in cooperation with 
the General Accounting Office and the subcommittee held hearings in 
Alaska. 

The great volume of postwar military construction in Alaska is 
concentrated at Ladd and Eielson Air Force Bases in the Fairbanks 
area and at Elmendorf Air Force Base and Fort Richardson in the 
Anchorage area. Postwar outlays for all military construction ap- 
proximate $750 million and will exceed $1 billion upon completion. 
The postwar military housing program represents approximately $212 
million completed, under construction, or programed, of which $116 
million is for family quarters. This sum makes available 5,096 
family units for military families of the Army and Air Force, and 
represents possibly 55 to 65 percent of the total family housing pro- 
gram. 

The Congress has set over-all cost limitations per family unit and 
has prescribed maximum allowable floor space of 1,080 square feet. 
Earlier design criteria of the military services have been revised 
downward to conform to these limitations. A single Alaska architect- 
engineer firm has designed the family housing which is typically a 
three-bedroom and basement unit, eight in a row. A few units of 
lesser size and greater size are being built, though maintaining the 
over-all 1,080 square feet limitation. 

From a review of the background developments in Alaska housing, 
the subcommittee observes that this program is marked by trial and 
error and considerable lack of expert knowledge as to the most suit- 
able housing design, materials and construction methods to meet 
economy demands and military needs. Certain materials specified 
in the design, lagging construction of utilities, possible excessive 
excavation in the permafrost area, and failure to take exact account 
of family needs and available private housing, add up to an uneven 
approach to economy in Alaska housing. 

{xamination of specific housing contracts leads the subcommittee to 
observe that the district engineer tends to rely too heavily on the 
contractors’ formal responsibility, to be too casual in acceptance of 
shop drawings which omit pertinent details, and to be overgenerous 
in approving modifications, which add to the cost of contract admin- 
istration. In part the shortcomings lie with the technical divisions 
within the district office, and in part with the inspection system in the 


field. 
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Following are the subcommittee’s recommendations: 

1. The basic design for family housing in Alaska should be reex- 
amined by the Corps of Engineers to eliminate specified materials and 
methods that add to cost without marked effect on functional use. 

2. Large quantities of engineer-held construction equipment and 
other property now lying idle should be promptly identified and moved 
into other channels of Government use or disposed as surplus. 

3. Statutory ceilings on cost and spacé allowance for Alaska housing 
units should be reexamined to determine whether they are unneces- 
sarily high. 

4. Project planning should be directed to achieving maximum econ- 
omy. Coeneletiait ates for utilities and other housing essentials 
should be integrated with those of the actual living quarters. 

5. Footing problems in the permafrost area should be carefully 
studied to avoid unrealistic bearing requirements and excessive 
excavation. 

6. The military services should make a reasonable effort to relate 
housing needs to family size and available private housing in planning 
for new construction. 

7. The possibility of military lease or purchase of the FHA project 
on military-leased land in the Anchorage area should be eianiined. 

8. Consideration should be given to devising a cost-accounting 
system that will identify all housing costs, including maintenance. 

9. A competent and vigorous inspection system for construction 
work should be developed in the Alaskan district. The district 
engineer should reinforce his efforts to prevent the influencing of 
engineer personnel by contractors’ gifts and gratuities. 

10. A system for analyzing, pooling, and disseminating information 
on contract experience should be devised to minimize repetition of 
costly errors by military personnel subject to rotation of duty. 
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Mr. Heuer, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[Pursuant to sec. 136 of the Legislative Reorganization Act of 1946, Public Law 
601, 79th Cong. ; H. Res. 51, H. Res. 323, and H. Res. 653, 82d Cong.’] 





1H. Res. 51, 82d Cong. : “Resolved, That, effective from January 3, 1951, the Committee 
on Interstate and Foreign Commerce, or any duly authorized subcommittee thereof, may 
make investigations into any matter within its jurisdiction. For the purpose of making 
such investigations, the committee, or any subcommittee thereof, is authorized to sit and 
act during the present Congress at such times and places within the United States, its 
Territories and possessions, whether the House is in session, has recessed, or has adjourned, 
to hold such hearings, and to require, by subpena or otherwise, the attendance and testi- 
mony of such witnesses and the production of such books, records, correspondence, memo- 
randa, papers, and documents, as it deems necessary. Subpenas may be issued under the 
signature of the chairman of the committee or any member of the committee designated 
by him, and may be served by any person designated by such chairman or member.” 

Res. 323, 82d Cong.: “Resolved, That the second sentence of H. Res. 51 is hereby 
amended by inserting the words ‘or outside’ after the word ‘within’.” 

H. Res 653, 82d Cong.: “Resolved, That H. Res. 51, as amended, is further amended 
by inserting at the end thereof the following paragraph : 

“*The committee may report to the House at any time during the present Congress the 
results of any investigation made under authority of this resolution, together with such 
recommendations as it deems appropriate. Any such report which is made when the 
House is not in session shall be filed with the Clerk of the House’.”’ 
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STUDY OF THE SECURITIES AND EXCHANGE 
COMMISSION 





Your Committee on Interstate and Foreign Commerce submits here- 
with the report of the Securities and Exchange Commission Sub- 
committee created pursuant to resolution of the entire committee on 
Interstate and Foreign Commerce adopted on August 22, 1951. 


SUMMARY AND CONCLUSIONS 


The Securities and Exchange Commission Subcommittee, created 
on August 22, 1951, pursuant to the resolution of the entire Commit- 
tee on Interstate and Foreign Commerce, was directed to make an 
over-all study of the Securities and Exchange Commission, the first 
general review of the work of this agency since its creation in 1934. 
Hearings 

We have held approximately 60 hearings and sessions totaling 140 
hours, and we heard from over 100 witnesses. Our hearings covered 
an examination of the Commission and its staff relative to the Com- 
mission’s powers, duties, and functions under the various acts admin- 
istered by it. We heard the views of the New York Stock Exchange, 
the New York Curb Exchange, the National Association of Securities 
Dealers, Inc., and the Investment Bankers Association relative to the 
effect of the Securities Acts on their members, and received suggestions 
for amending those acts. We held hearings on the Busbey bill, pur- 
suant to direction of the entire committee, on private or direct place- 
ments, on the Tucker and Kaiser-Frazer registration statements, on 
the reorganization of the United Corp., and the divorcement of the 
West Kentucky Coal Co. from the North American system. We have 
reviewed the legislative proposals which have been presented from 
time to time to the Commission and the Congress. We have studied 
the rapid turn-over of SEC Commissioners, the fraudulent sale of 
Canadian securities in the United States, the Commission’s personnel 
problems, the practice of former SEC members and staff before the 
Commission, and the problem of missing security holders. 


Cases studied 

The general purpose of the statutes administered by the Commis- 
sion is to protect the interests of the public and investors against mal- 
practices in the securities and financial markets. On many phases 
of its work, the Commission has done a commendable job in protecting 
the public. 

The Commission’s performance in the Badger, Tucker, United, 
West Kentucky Coal, and Kaiser-Frazer cases, the only cases we had 
the opportunity to study to some degree, has, however, been far from 
satisfactory. 


Badger case 


The case of Richard C. Badger & Co. clearly points up a laxity 
and inefficiency in the broker-dealer inspections that is most disturb- 
ing. A complete audit of this company’s accounts by independent ac- 
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countants following the suicide of Badger disclosed that he had em- 
bezzled his customers’ securities having a total value of approximately 
$648,000. Only a month before his death, the Commission had made 
a routine broker-dealer inspection of Badger’s accounts without dis- 
covering any serious deficiencies. We are also disturbed by the fact 
that the Commission repeatedly failed in this case to enforce its rules 
requiring the filing of certified annual reports by brokers and dealers. 
The Commission’s files disclose that from 1943 to 1950 Badger had 
submitted only one genuine certified annual report, and that report 
covered the year 1945. During this period, Badger consistently either 
failed to submit reports or filed false reports without detection or 
punishment. 

Facts developed in this case, however, and other matters which have 
come to our attention emphasize the absolute necessity for a thorough 
review of the work of the Commission’s regional offices, which we 
have been unable to undertake. It is in these field offices that much of 
the important work of the Commission, particularly the inspection of 
brokers and dealers, and the investigation of manipulative and fraud- 
ulent practices in the securities markets, is conducted. 


Tucker registration statement 


In the Tucker registration statement, the subcommittee believes 
that in view of all the complaints which had been made to the Com- 
mission alleging fraudulent misrepresentations in the sale of Tucker 
stock, and in view of the fact that the entire Commission suspected 
the activities of the corporation’s officials from the beginning, the 
Commission might well Saas acted more expeditiously in its investi- 
gation of the alleged violations of the Securities Act. Had it done so, 
part of the loss which the investing public sustained in the Tucker 
case might have been averted. 


Dissolution of United Corp. 


In the dissolution of the United Corp., Mr. Randolph Phillips, a 
minority stockholder, presented testimony alleging misconduct on 
the part of the Commission and its staff in this proceeding, and also 
alleging that certain named individuals exercised improper influence 
on the Commission. We are of the opinion that Phillips did not 
present the subcommittee with any credible evidence supporting his 
allegations of improper influence, laxity, inefficiency, etc., which he 
attributed to the Commission and other individuals mentioned. We 
were unable, because of our very limited staff, to examine and run 
down the numerous charges and accusations made by Phillips. The 
files in the United case are very voluminous, and it would take many 
months of painstaking search and study before we could complete 
the examination of those files with any degree of thoroughness, How- 
ever, we do feel that some further study should be made of Phillips’ 
charges, not because we are impressed with his testimony but because 
we feel that the dissolution of the United Corp. might well have pro- 
vided opportunities on the part of former SEC staff members to use 
improper influence. The circuit court of —— decision in the 
pending case will doubtlessly throw further light on this question. 


West Kentucky Coal Co. divorcement 


The committee is deeply concerned with the serious questions that 
have been raised as to the circumstances surrounding the divorcement 
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of the West Kentucky Coal Co. from the North American system, 
and whether or not the intent of the law has been carried out. It is 
regrettable that the Commission in the intervening 6 months, since 
this matter was brought to its attention, has failed to apprise the 
subcommittee of any action it has taken even in the limited area it 
agreed to review. 

We repeat the recommendation that we made in our letter of May 
22, 1952, that the Commission initiate appropriate proceedings to 
determine whether in fact there continues to exist common control, 
or community of interest effectively leading to such common control, 
between West Kentucky Coal Co., and present or former subsidiaries 
of North American Co., North American Co., or interests identified 
with North American Co., in contravention of the Public Utility 
Holding Company Act of 1935. 


Kaiser-Frazer’s third registration statement 


Our review of the Commission’s processing of Kaiser-Frazer’s third 
registration statement and subsequent developments thereto reveals 
a shocking story of errors, indifference, and evasion on the part of 
the Commission and its staff. We are satisfied from the investigation 
made thus far that from the very beginning the Commission and its 
staff were either “asleep at the switch” or deliberately ignored the 
facts which were made available to them. While we have made con- 
siderable progress in the study of this case, we have been unable, in 
the brief time available, and owing to the lack of adequate staff and 
funds, to explore all of its ramifications. We have, however, gone 
far enough to convince us that further study should be given to this 
case. 

For reasons previously stated, we were unable to complete our study 
of the Kaiser-Frazer, United Corp., and West Kentucky Co. cases. 
We therefore recommend that the study of these cases, and others 
which have come to our attention, be continued. 

Stabilization 

We are of the belief that the Commission should earnestly and 
expeditiously grapple with the problem of stabilization with the view 
either of the early promulgation of rules publicly covering these 
operations or of recommending to the Congress such changes in legis- 
lation as its experience and study show now to be desirable. 


Preferential treatment to former SEC personnel 


The subcommittee believes that opportunities have existed for 
former Commission personnel to exercise improper influence and to 
receive preferential treatment from the Commission. To check on 
such activities is a time-consuming job, requiring an investigatory 
staff which was not at the disposal of the subcommittee. Hence, we 
recommend that the relationship of former Commission personnel 
be examined into very carefully. 


SEC personnel shortage 


From time to time during our investigation, the Commission alleged 
that it was confronted with a serious personnel shortage impairing the 
effectiveness of its administration of the statutes. This subcommit- 
tee does not have sufficient facts to evaluate the Commission’s claims, 
although we recognize it is not uncommon for Federal agencies to 
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allege inadequate personnel as the reason for failing to carry out their 
statutory duties. We think some means must be devised to eliminate 
excuses of this character as a basis for failing to give the public the 
protection which the law intended. Consequently, the subcommittee 
believes that the allegations of “help shortages” by the Commission 
should be carefully and thoroughly studied. 


Fraudulent sale of Canadian stock 


The subcommittee feels that the ratification of the supplementary 
extradition convention between the United States and Canada is a 
step in the right direction in eradicating the frauds that have been 
perpetrated upon American investors by a group of stock promoters 
in Toronto, Canada, operating for years in open and willful defiance 
of our securities laws. This unscrupulous group was successful in 
fleecing investors in all parts of the United States of millions of 
dollars each year. We hope that the Commission will continue to 
pursue this problem carefully in order that these nefarious practices 
may eventually be completely eliminated. 


Private or direct placements 


In view of the phenomenal growth of private or direct placements, 
and after careful consideration of all the testimony before the sub- 
committee on this subject, we believe that the entire committee, or a 
subcommittee thereof, should promptly give further study to the over- 
all problem of the private or direct placements of corporate securities, 
including the effect of the section 4 (1) exemption of the 1933 act in 
relation to the present investment policies of institutional investors. 
We recommend that the Securities and Exchange Commission make a 
factual study of this problem and report such findings and conclusions 
to the committee for its consideration. 


Missing security holders 

We recommend that the Commission make a comprehensive study 
and report to the Congress on the advisability of amending existing 
statutes or statutory procedures to provide that a corporation must 
show due and diligent effort in tracing the whereabouts of missing 
security holders, including the possibility or desirability of providing 
for the escheat of unclaimed funds to the Federal Government. 


Busbey bill 


We held hearings on the Busbey bill, a bill to amend title V of the 
Independent Offices Appropriation Act of 1952, to exempt brokers and 
dealers subject to the Securities Exchange Act of 1934 from any regis- 
tration, filing, or other fee or charge by the Commission. The sub- 
committee does not undertake to pass upon the question as to whether 
or not there should be charges for specific services. The subcom- 
mittee is of the opinion, however, that should there be charges or fees, 
such charges and fees should be fixed in specific legislation passed by 
the Congress, rather than through any delegation of authority to any 
agency to pass upon the need for or the amount thereof. 


Legislative proposals 


The subcommittee has heard numerous proposals for amendments 
to the several acts administered by the Commission. No attempt was 
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made to secure full comment or rebuttal from all sectors of the industry 
or the administrative agency on each proposal advanced. 

Indeed, even had the fullness of the testimony made it possible, an 
analysis in many cases would be extremely difficult owing to the highly 
technical character of the subject matter, the nature of the ramified 
operations covered, the purpose for which the legislation is intended, 
the expertness required in properly appraising and evaluating the 
merits of any controversial issue, and the continuing requirements of 
the public interest. The subcommittee, accordingly, is of the opinion 
that at this time the Commission should reactivate its conferences, 
and the industry and the Commission earnestly and energetically 
attempt to resolve their differences, at least in those areas where con- 
currence already seems possible, and propose a program on these at 
the earliest opportunity. The subcommittee realizes that in other 
cases it is not hkely for all to be in agreement. Here, at least, they 
should prepare a clear delineation of those areas of their divergence 
so as to provide the committee with opportunity of interpretation and 
consideration in the light of protection of investors and the public 
interest, 

Study only partly finished 

While we have made tremendous strides in our assignment, our 
work is only partly finished. It was evident to the subcommittee from 
the beginning, that the $25,000 appropriation allocated for this work 
would be entirely inadequate to carry out this broad and difficult task. 
This fact was made clear to the entire committee. Furthermore, the 
delays in making the funds available seriously impeded the organiza- 
tion of our work and the hiring of a staff. Consequently, the scope of 
the investigation which the subcommittee was able to undertake has 
necessarily been limited. 

It should be pointed out that, in order to make a comprehensive 
study of an agency such as the Securities and Exchange Commission, 
a good deal of preliminary work must be done requiring the services 
of highly skilled professional help, such as attorneys, investigators, 
accountants, security analysts, economists, ete. One important phase 
of a survey of this kind is the investigation and study of typical as 
well as controversial cases. The files in many such cases are volu- 
minous. A diversified staff, such as described above, would require 
several months of preparation and study in order to make a complete 
and thorough examination. Unfortunately, the subcommittee did 
not have such a staff at its command. Thereafter, the committee 
would still have the problem of considering the reports of its staff, all 
of which would take additional time for making a complete study. 


Continuation of study recommended 


Thus, from the foregoing it is apparent that the work of the sub- 
committee could not be completed, and we, therefore, recommend that 
the work of this subcommittee be continued in the next Congress. 








INTRODUCTION 


On August 22, 1951, the Interstate and Foreign Commerce Com- 
mittee by unanimous vote adopted the following resolution: 


That the Chair be authorized to appoint a special subcommittee of seven mem- 
bers with authority to investigate the Securities and Exchange Commission 
and the exercise by the Commission of the duties and functions granted to it by 
law; and that this special subcommittee may report to the committee from 
time to time the results of its investigation, with such recommendations for 
legislation or otherwise as it deems desirable, and shall, before the expiration 
of the present Congress, submit to the committee a final report. 


Pursuant thereto, and on August 24, 1951, the Honorable Robert 
Crosser, the distinguished chairman of the entire committee, appointed 
the following subcommittee: 

Louis B. Heller, New York, Chairman 
William T. Granahan, Pennsylvania. Leonard W. Hall, New York 


John A. McGuire, Connecticut Hugh D. Scott, Jr., Pennsylvania 
Harley O. Staggers, West Virginia John B. Bennett, Michigan 


It should be noted that pursuant to rule XI of the House, the Com- 
mittee on Interstate and Foreign Commerce, among its diversified 
powers and duties, has jurisdiction over securities and exchanges, and 
that under section 136 of the Legislative Reorganization Act of 1946, 
Public Law 601, Seventy-ninth Congress, it is the duty of this com- 
mittee to exercise “continuous watchfulness of the execution by the 
administrative agencies concerned of any laws, the subject matter of 
which is within the jurisdiction of such committee; and, for that pur- 
pose, shall study all pertinent reports and data submitted to the 
Congress by the agencies in the executive branch of the Government.” 

Messrs. Sam G. Spal and Andrew Stevenson, professional staff 
members to the entire committee, were assigned to the subcommittee. 
Mr. Herbert Burstein was appointed as consultant counsel to the sub- 
committee on January 15, 1952, and resigned on February 29, 1952. 
Mr. Mitchell S. Dvoret, an employee of the Treasury Department, was 
detailed to the subcommittee for the period April 1, 1952, to July 31, 
1952. Mr. Louis Rosenman was appointed as research specialist on 
February 26, 1952; Mrs. Melba J. Coutsonikas was appointed as assist- 
ant clerk on November 5, 1951; and Miss Margaret Hogan was ap- 
pointed as clerk-stenographer on February 21, 1952. 
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HEARINGS 


Since its organization, the subcommittee held approximately 60 
hearings and sessions for a total of 140 hours and heard from over 100 
witnesses. All SEC Commissioners, division heads, and administrators 
of two regional offices testified in executive session relative to their 
powers, duties, and functions under the various acts administered by 
the Commission, namely: 

The Securities Act of 1933 

The Securities Exchange Act of 1934 

The Public Utility Holding Company Act of 1935 
The Trust Indenture Act of 1939 

The Investment Company Act of 1940 

The Investment Advisers Act of 1940 

Chapter X of the National Bankruptcy Act 


These hearings have been printed. 

Pursuant to the direction of the entire committee, we held public 
hearings on H. R. 6846, by Mr. Busbey, a bill to amend title V of the 
Independent Offices Appropriation Act of 1952, with respect to the 
authority of the Securities and Exchange Commission to prescribe 
certain fees and charges. These hearings have been printed. 

Public hearings were held in New Y ork ¢ City to obtain the views of 
the officials of the New York Stock Exchange and the New York Curb 
Exchange with respect to the effect of the Securities Acts on those 
exchanges and to receive proposals for legislation. The subcommittee 
had the opportunity of visiting these exchanges and viewing their 
over-all technical operations. These hear ings have been printed. 

Public hearings were held on the subject of the private or direct 
placements of corporate securities, now exempt under section 4 (1) of 
the Securities Act of 1933. These hearings have been printed. 

Executive hearings were held to obtain the views of the National 
Association of Securities Dealers, Inc., and the Investment Bankers 
Association with respect to the effect of the various statutes on their 
membership and to receive proposals for legislation. 

Executive hearings were held on the Tucker and the third Kaiser- 
Frazer registration statements, on the dissolution of the United Corp. 
and the divorcement of the West Kentucky Coal Co. from the North 
American system. 

During the course of the subcommittee’s hearings, every effort was 
made to achieve a high degree of responsibility and fairness in our 
proceedings. Through executive hearings, the subcommittee protected 
the rights and reputations of all individuals, who may have been 
accused of wrongdoing until such time as sufficient evidence could 
be obtained to weigh the charges and accusations. In all cases 
where the evidence warranted it, all individuals who were charged 
with wrongdoing were given an opportunity to be heard. 
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BADGER CASE 


When the Administrator of the Denver regional office of the Se- 
curities and Exchange Commission testified before the subcommittee 
relative to the duties, functions, and special problems of that office, he 
was questioned about an unusual case that occurred recently in that 
region. 

Richard C. Badger, a registered broker-dealer, rey identi- 
fied with the securities business in the Salt Lake City, Utah, area 
and equally prominent in community affairs, committed suicide on 
March 27, 1951. A complete audit of Richard C. Badger & Co., of 
which Badger was the sole proprietor, disclosed that Badger had 
embezzled his customers’ securities, h: aving a total value at the time 
of his death of approximately $648,000. Only a month before his 
death, an SEC inspector had inspected Badger’s accounts without dis- 
covering any serious deficiencies. 


Annual reports submitted by Badger 

Under rule X—17A-—5 of the Commission’s General Rules and Reg- 
ulations under the Securities Exchange Act of 1954, each broker and 
dealer who transacts a business in securities through a member of a 
national securities exchange, and every broker or dealer registered 
pursuant to section 15 of the Securities Exe thange Act of 1934, must 
file an annual report certified by an independent public accountant, 
stating his financial condition for each calendar year. The Commis- 
sions’s files disclosed that from 1943 to 1950, inclusive, Badger had 
submitted only one genuine certified annual report, and that ‘covered 
the year ended December 31, 1945. In 1943, the Commission accepted 
an uncertified report for filing for reasons of “special Sree: 
A report for the calendar year 1944 was not filed. An extension of 3 
days in which to file the 1945 report. was requested on December 18, 
1945. On December 28, 1945, the Commission issued a report denying 
the request for an extension. Forthwith, a full investigation was to 
have been made into Badger’s financial condition. However, upon the 
arrival of an investigator, it was revealed that an audit was in prog- 
ress. The Commission agreed to defer action until the report had been 
submitted. This latter report was dated December 31, 1945, but was 
submitted on February 5, 1946, and was accepted for 1946 filing. 
Therefore, a report was not filed in the calendar year 1945. Nothing 
further was done with respect to an investigation since the financial 
condition reflected by the 1946 filing seemed to be satisfactory. An un- 
certified report was accepted for filing in 1947. The reports for 1948, 
1949, and 1950 were certified by a “W. “B. Redfield, public accountant.’ 
The Commission’s files disclose that Badger had pr inted forms bearing 
the heading “W. B. Redfield, Public Accountant,” and that Badger 
was falsely “ certifyi ing his own accounts by attaching the : accountant’s 
certificate signed “W. B. Redfield.” 
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The Commission learned during its subsequent investigation that 
after he was released from military service, W. B. Redfield had been 
employed by Badger as a board marker for about a year in 1943-44, 
and that he was not an accountant. Some time after leaving Badger’s 
employ he engaged in the electrical appliance business. During the 
investigation, “W. B. Redfield testified that he was not an accountant, 
that the signatures on the certificates were not his, that Badger had 
requested him to sign the certificate for the financial report of Novem- 
ber 30, 1948, but he (Redfield) had refused to do so, that he was aware 
of the fact that his name had been put on the 1949 and 1950 reports 
because he had received communications from the Commission’s Den- 
ver office with respect to these reports, and that in January 1951, in a 
show-down with Badger, he had demanded and obtained from Badger 
a statement in writing to the effect that Badger accepted full respon- 
sibility for using Redfield’s name on financial reports of Richard C. 
Badger & Co, sent to the Securities and Exchange Commission and 
agreed never again to use Redfield’s name or signature. It is clear 
from the investigation that the 1948, 1949, and 1950 reports filed by 
Badger were not certified by a public accountant or by a certified 
public accountant as required by the Commission’s rule. 

The Commission’s files show that Badger had received constant 
reminders year after year to file his annual financial reports on time. 
At one time, the Commission was about to start proceedings for the 
revocation of Badger’s broker-dealer registration but these contem- 
plated proceedings were called off upon the urgent request and recom- 
mendation of the Commission’s regional administrator. Pertinent 
excerpts from correspondence are shown below. 

On October 13, 1947, John L. Geraghty, SEC regional administrator 
in Denver, Colo., wrote to Richard C. Badger & Co. as follows: 

Iam writing you at this time to call your attention to the fact that a review of 
our records indicates that you have not as yet filed your financial report for this 
year, pursuant to rule X-17A-5. * * * 

On January 2, 1948, Geraghty wrote to Miss Olga M. Steig, As- 
sistant Director, Trading and Exchange Division, SEC, as follows: 

When the last mail arrived on Wednesday and no report was received from 
Mr. Badger, I assumed that my warnings had not made much of an impression 
on him and, therefore, teletyped you as 1 did, suggesting the advisability of 
possibly instituting private broker-dealer revocation proceedings as soon as pos 
sible. About 15 minutes before the office was closed, we received Mr. Badger’s 
uncertified financial statement as of November 30, 1947, and I, therefore, tele- 
typed you again that the same had been received. 

* * * YT feel that in the future we are going to have no trouble with him so 
far as certified financial statements are concerned. A private hearing for the 
purpose of determining whether his failure to file a certified statement justifies 
any action on the part of the Commission would no doubt have a salutary effect 
on him. However, since receiving this uncertified statement, I feel he has been 
properly impressed with the importance of full compliance and that we would 
probably not even be justified in incurring the expense involved in a private 
hearing on the question of revocation, It is my recommendation, therefore, 
that the uncertified statement which he has filed, which will be forwarded to 
you in due course with a summary and clearance report, be accepted as a filing 
for the calendar year 1947, and that no action be taken by the Commission solely 
for his failure to file a certified statement which under the rule is required. 


On October 7, 1949, Mr. Geraghty wrote to Badger as follows: 


In reviewing our files, I note that you have not as yet filed your financial 
report for the year 1949. Last year, you filed your report on the last day per- 
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mitted under the rule, namely, December 31. I am writing to you to remind 
you that this report must be filed during the calendar year 1949 * * *. 


On November 1, 1950, Mr. Geraghty wrote to Badger as follows: 


I am writing you at this time relative to your financial report. Our records 
show that you filed your last report pursuant to rule X-17A-5 on December 30, 
1949, reflecting the condition of the proprietorship as of November 30, 1949. 
While this statement can be filed any time during the year, I thought I would 
eall it to your attention at this time so that it will not be overlooked. 


Inspection of Badger’s accounts 

An SEC inspector inspected Mr. Badger’s accounts prior to 1945 
and on September 14, 1945, March 3, 1947, June 18, 1948, April 28, 
1950, and February 21, 1951. Comments on the inspector’s reports 
will be confined to the last two inspections. 

Inspector Peterson’s report on the inspection of Badger’s accounts 
made on April 28, 1950, contains the following passages: 


* * * Mr. Badger desired to have the freedom of using his personal funds 
and securities as he wished and as he felt he had the right to do as a sole pro- 
prietor, and he desired to carry on personal trading in accounts outside the 
business. He was informed that as a sole proprietor, he had this right, but 
that no part of his capital that had been identified as belonging to the security 
business could be withdrawn or added without proper accounting entries for 
such transactions. He was also advised that his personal trading carried on 
outside the business preferably, should not in any way, be reflected on the firm’s 
books if company cash and securities were not involved, and that there should 
be no mix-up between such accounts unless proper accounting entries were 
made. It was further stated that the collateral pledged on the bank loan should 
be shown as his personal securities or in a trading and investment account on 
the books of the company, as was the loan. 

* * * In examining Mr. Badger’s personal trading account, it was noted 
that the majority of his trades handled through the firm were not posted to 
the account, the reason being that he did not care for this record to be made 
and, furthermore, he preserved all confirmations in regard to his trading. He 
was advised that his personal account should be maintained in the same manner 
and style as for any customer as the securities and money balance reflected in 
this account represented the capital contributions to the business, and, there- 
fore, a complete record of it should at all times be maintained. 

* * Another account in the name of —_------ , Showing normal trading 
activity, was filed with Mr. Badger’s account. When asked the nature of the 
account, Badger informed that the account was his and contained his securities 
and money. This was later verified with Mr. -._----- , who stated he had no 
interest in the account carried in his name. Upon being asked the reason for 
the separation of his trading, Badger informed that he handled the account in 
this way for personal reasons. 


* * * A machine bookkeeping system is in use; however, it seems that the 


books are never posted up to date. Although the system is double entry and so 
journalized, the general ledger itself would not be in balance because of Badger’s 
personal trading in securities that are part of the capital not being reflected in 
the books. Also, the securities which have been presented as part of firm capital 
on the balance sheet date are not adequately recorded or controlled. This 
deficiency was discussed at length with Mr. Badger. Aside from a deficiency 
in an itemized daily record of securities received and delivered, the books and 
records would appear to meet all of the requirements of the bookkeeping rule. 

Mr. Badger married into a wealthy family and from this source, it is rumored, 
he has been provided with the capital employed in his business which enables him 
to carry a relatively large trading and investment account. Undoubtedly, his full 
net worth is not reflected in the financial report of his firm. 

The last financial report was filed on December 31, 1949. Aggregate indebted- 
ness was computed to be $191,424 and adjusted net capital $74,000, reflecting a 
very strong position. 
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Inspector Schepp’s report on the inspection of Badger’s accounts 
made on February 21, 1951, contains the following passages: 


In examining the customers’ accounts, it was noted that margin accounts are 
not designated as such and that there is a tendency when cash accounts are not 
paid to regard these nonpayments as margin accounts. This was called to the 
registrant’s attention and also to the attention of Messrs. _--.-- and ~_---- in 
Ogden, so that in the future, margin accounts will be curtailed unless additional 
margin is brought in by the customers. 

* * * Mr. Badger has considerable assets which are not reflected on the 
statement, namely, he is the owner of a large farm and dairy a few miles out of 
Salt Lake City, and he is the principal stockholder of Park City Consolidated 
Mines Co., and he recently purchased 50 registered Guernsey cows and has a large 
volume of milk which is sold to local dairies. 

* * * Mr. Badger is not as particular as he should be in regard to the matter 
of extending credit. As explained before, the cash accounts are permitted to 
develop into margin accounts and there is no proper segregation of these two 
classifications. This was brought to their attention and it was stated that this 
condition would be rectified. However, it should be stressed in this connection 
that in most instances, the debit balances are quite small. 

The Burroughs machine bookkeeping system is in use. The inspector took 
off a balance sheet as of December 31, 1950. This balance did not include Badger's 
personal holdings which, if included, would cause the system to be out of balance. 
The records appear to comply with the requirements of the rules with possibly 
two exceptions; first, in regard to Mr. Badger’s personal holdings and, secondly, 
a blotter should be kept showing an itemized daily record of all securities re- 
ceived and delivered. However, a blotter is kept in Salt Lake City, but since 
this does not give the full picture, a purchase-and-sales journal should possibly 
be installed. Nevertheless, the rules are sufficiently broad in this respect so 
that the other records maintained do give the information. Therefore, no ex- 
ception was taken by the inspector in this regard. 


Telephone conversation between Mr. Geraghty and Mr. Lund 


On March 28, 1951, Mr. Geraghty, Denver regional administrator, 
notified Mr. Anthon Lund, head of the Division of Tr: ading and Ex- 
changes in Washington, of Mr. Badger’s suicide. Here are some ex- 
cerpts on their conversation. 


Mr. Lunp. Has the exchange got anybody in there to find out what the score 
is as to the condition of the firm? 

Mr. GERAGHTY. We finished an inspection of it last month. He is in pretty 
good shape financially. Of course, his inventory showed three-hundred-and- 
ninety-some-thousand shares of Park City. 

Mr. Lunn. Is there any indication that his suicide is related to his financial 
condition? 

Mr. GERAGHTY. No; it’s his marital condition entirely. She had the dough. 


Report of investigation by SEC 


After a complete audit of Mr. Badger’s business had been made by 
an independent accounting firm, and the huge losses were discovered, 
the SEC started an investigation which lasted several months. A 
progress report to the Commission was made by Joseph F. Krys, SEC 
attorney, on November 6, 1951. The attorney concluded his report 
with the following recommendation to the Commission : 


It is recommended that the law (statutory or rule, whichever may be neces- 
sary) administered by the Commission be modified to make it illegal for a broker 
or dealer to make use of valuables entrusted to his care by customers for his 
own ends regardless of the terms of any agreements that such broker or dealer 
may have with his customers. It is further recommended that as each inspection 
of a broker-dealer is accomplished, the inspector interview the broker-dealer’s 
auditor and that he make a check, in each instance, of a representative sample of 
securities of several classes carried by the broker-dealer for his customers. 
This last recommendation is conditioned on the adoption of the first, for if the 
first recommendation is not adopted, a box count is meaningless for it uncovers no 
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violation. The violation then, if any is of the capital ratio requirement and to 
determine that, a complete audit is necessary, and the size of the staff does 
not apparently warrant the inspectors in making audits. 

Except for adopting the foregoing changes in the law, it is recommended 
that this investigation be closed. 
JOSEPH F.. Krys, Attorney. 
Approved : 

JoHn L. Geracuty, Regional Administrator. 


The Commission commented on Mr. Krys’ recommendations as fol- 
lows: 
7 SECURITIES AND EXCHANGE COMMISSION, 
Washington, D. C., September 30, 1952. 
Hon. Louis B. HELLER, 
Chairman, Securities and Exchange Commission Subcommittee, 
Room 414, Old House Office Building, Washington, D. C. 


Dear Mr. HELLER: On September 11, 1952, Mr. Sam G. Spal of the staff of your 
committee requested our comments on certain recommendations made by Mr. 
Joseph F,. Krys in a memorandum report dated November 6, 1951, in the Richard 
C. Badger & Co. investigation. 

In substance, Mr. Krys has recommended that “the law (statutory or rule, 
whichever may be necessary) administered by the Commission” be amended to 
make it unlawful for a broker-dealer to use customers’ valuables to speculate for 
his own account. More particularly, he suggests that the Commission should 
“prohibit” a broker-dealer from speculating for his own account with customers’ 
free credit balances, with funds obtained through the use of customers’ securities 
to cover short sales of other customers, and with funds obtained from the lending 
of customers’ securities to other broker-dealers and that this can be accomplished 
by requiring a broker-dealer “to keep on deposit funds equal to” the total of such 
sums, subject to certain adjustments, If the foregoing suggestion is not adopted, 
Mr. Krys suggests that the Commission “prohibit a broker from making use of 
customers’ securities to cover his own short sales regardless of what may be the 
terms of his contract with his customers.” 

Mr. Krys’ recommeadations arose out of the Badger investigation, but I do 
not believe he intended to imply that their adoption would have prevented 
Badger from doing what he did. 

We think it appropriate to summarize the important pertinent facts in the 
ease. Richard C. Badger, a respected member of the community and active in 
church, social, and civic activities in Salt Lake City and Ogden, conducted a 
brokerage business as Richard C. Badger & Co. He committed suicide on 
March 27, 1951. 

An audit of his books as at March 27, 1951, indicates that he carried for the 
accounts of customers free securities valued in excess of $250,000 and customers’ 
securities in margin accounts with a market value in excess of $600,000 to secure 
an aggregate indebtedness to him of approximately $180,000. Customers’ 
equities in such margin accounts, therefore, amounted to more than $400,000. 
In addition, he owed to customers approximately $64,000 represented by their 
free credit balances. Badger had an omnibus account with J. A. Hogle & Co. 
of Salt Lake City in which he carried and through which he bought and sold 
stocks listed on the New York Stock Exchange. Customers’ securities were 
carried in this omnibus account, and he had other customers’ securities in his 
own vault. To finance a personal and speculative venture of his own, it appears 
that Badger first used up such capital as was available to him from his wife, 
personal loans from banks (which, in some instances, apparently were secured 
by both firm and customers’ securities), and special loans from Hogle & Co. 
When these resources proved to be insufficient for his purposes, he began selling 
customers’ safekeeping securities and the margin securities in the omnibus 
account. Such sales, of course, were unauthorized and made without the knowl- 
edge or consent of the customers. Interspersed in his activities were forgeries, 
fictitious records, and check kiting operations. 

It is apparent from the foregoing facts that in the perpetration of his fraud 
Badger violated many existing statutory provisions, both Federal and State. 
The hypothecation of customers’ securities under circumstances which permitted 
their commingling with firm securities under a lien for a loan made to him was 
in violation of paragraph (a) (2) of the Commission’s hypothecation rules 
(rules X-SC-1 and X—15C2-1). His hypothecation of customers’ securities for 
more than the amount that customers owed to him violated paragraph (a) (3) 
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of those rules. At the time that his aggregate indebtedness to all other persons 
exceeded 2,000 percent of his net capital, he was in violation of the Commission’s 
capital requirements rule. His unauthorized sale of customers’ securities, his 
continuance in business while insolvent without disclosure of that fact, and his 
subjection of customers’ free securities to liens for loans made to him were 
violations of the general antifraud provisions of the Federal Securities Acts. 
In those instances where he forged endorsements of customers on stock certifi- 
cates, he committed the crime of forgery. The misappropriation of customers’ 
funds and securities constitute embezzlement and fraudulent conversion—crimi- 
nal offenses in every jurisdiction. 

That his fraudulent operation went undetected for so long a time is due in 
large part to his failure to record certain transactions on his books and records 
and his use of fictitious general ledger and margin accounts. These acts, of 
course, were in violation of the Commission’s bookkeeping requirements as set 
forth in rules X-17A-3 and X-17A—4. The reports filed by him with the Com- 
mission which reflected a financially sound business were false and misleading 
and were in violation of rule XN-17A—5. His signing the name of a purported 
“accountant” to the certificate on such reports constituted forgery. 

This, then, is not a case where additional statutory provisions or regulations 
were needed to make the conduct. engaged in unlawful; and we do not believe 
that the existence of additional statutory or regulatory prohibitions or require- 
ments would have deterred a person such as Badger from carrying out his 
fraudulent activities. Specifically, we feel that the adoption of Mr. Krys’ 
recommendations would not prevent the occurrence of similar situations in the 
future. 

Much more pertinent to a discussion of preventing frauds of a comparable 
nature is the necessity for a more adequate and more thorough inspection pro- 
gram, an inspection program where the lack of adequate funds and personnel 
does not necessitate the taking of calculated risks, as was done in the Badger 
ease. You will recall that our inspections of the Badger firm did not include 
a financial examination; that such examination was not made because Badger 
had filed with the Commission reports purportedly certified by an independent 
public accountant which indicated that his brokerage business was financially 
sound and, in fact, that he had capital sufficient to carry on a business several 
times as large as he was handling. It has been pointed out that this procedure 
is the general policy of the Commission where certified financial reports indi- 
“ate a sound financial structure, although we now attempt to obtain some infor- 
mation regarding the accountant. The funds available to the Commission for 
broker-dealer inspections are so limited as to make it absolutely impossible 
to embark on full audit procedures. 

Although we feel that the existence of statutory or regulatory law as pro- 
posed by Mr. Krys would not deter a man like Badger from perpetrating a like 
or similar fraud, we do not mean to imply that his recommendations are not 
significant in other areas. 

Mr. Krys suggests restrictions on the lending of customers’ securities to cover 
short sales by others. This is a question that is significant in connection with 
brokers’ activities generally, although not in connection with what Badger 
did. The congressional solution to the problem is the- prohibition in see- 
tion 8 (d) of the Exchange Act against lending customers’ securities without 
their consent. Possibly the prohibition should be made absolute, without regard 
to consent, but we are not aware of any significant abuse in this area that 
is not covered by other provisions relative to embezzlement and fraud. 

Similarly, the suggestion regarding segregation of cash equivalent to the 
amount owing to customers touches on a problem of some general significance, 
but not of particular significance in the Badger case. The suggestion is not signifi- 
cant in the context of the Badger case first because that case involved primarily 
the misappropriation of securities and, secondly, because any broker who will 
violate the law so flagrantly as to embezzle securities will not be restrained by 
any requirement that he keep cash in the bank equivalent to what he owes 
customers. 

In 1941 the Commission proposed various amendments to the Securities Act of 
1933 and the Securities Exchange Act of 1934, including the adoption of a new 
section 8 (e) in the Exchange Act giving the Commission authority to require 
segregation of funds owed to or held for customers. Representatives of the 
securities industry opposed the recommendation. A discussion of the Commis- 
sion’s position is to be found in its Report on Proposals for Amendments to the 
Securities Act of 1933 and the Securities Exchange Act of 1934 (House committee 
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print, 71st Cong., Ist sess. (1941), pp. 30-82). The position of the industry is set 
forth in the Investment Bankers Association et al. (Report on the Conference 
with the SEC and its Staff on Proposals for Amending the Securities Act of 1933 
and the Securities Exchange Act of 1934 (1941), pp. 207-209). No congressional 
action was taken at that time because of the complexity of the over-all amend- 
ment program and the outbreak of the war. 

Since the war the Commission, in an effort to get things moving, has limited its 
activities looking toward statutory amendment primarily to problems under the 
Securities Act and to the proposal to apply sections 12, 13, 14, and 16 of the 
Exchange Act to certain additional, large companies; and even this limited pro- 
gram had thus far not been achieved. 

As the Exchange Act stands, section 15 (¢c) (3) authorizes the Commission by 
rule “to provide safeguards with respect to the financial responsibility of brokers 
and dealers” in connection with over-the-counter transactions. Pursuant to this 
provision the Commission has adopted rule X-15C3-1 relating to the financial 
responsibility of over-the-counter brokers and dealers, and the exchanges have 
adopted similar rules covering their members. Like section 8 (b) of the act, 
these rules are phrased in terms of the relation of the broker’s debt to his capital. 
In fact, however, these rules require the broker-dealer at all times to maintain 
eash and liquid assets having a value well in excess of all of his obligations 
including obligations in the form of customers’ free credit balances. (See par- 
ticularly the capital requirement of par. (a) of rule X—-15C3-1, the total exclusion 
of fixed assets, unsecured accounts, etc. in par. (c) (2) (B), and the discount 
applied to the market value of marketable securities in par. (c) (2) (C).) Thus 
the rules already require the broker-dealer to maintain a reservoir of cash and 
marketable securities more than sufficient to cover all customers’ free credit 
balances. 

M. Krys’ suggestion is that the statute or rules be amended to require further 
that this fund, or at least so much of it as is necessary to cover free credit bal- 
ances, be maintained in the form of cash, rather than in the form of other liquid 
assets, and that it be segregated in some manner. 

While the general type of requirement now embodied in rule X-15C3-1 and 
the rules of the exchanges is an appropriate one to prohibit excessive commit- 
ments and speculations (such as Badger’s) and to minimize the danger of insol- 
vency, Mr. Krys’ proposal migbt be significant as affecting the relative standing 
of the various categories of customers and other claimants, in the event of insol- 
vency, provided that the broker-dealer was not as desperate as Badger and had 
not dissipated the funds that the rule required to be segregated. 

A program for achieving this end should include an amendment of the Exchange 
Act such as we suggested in 1941; a further amendment authorizing the Com- 
mission in some manner to take the initiative in subjecting a broker-dealer to the 
Federal Bankruptcy Act in appropriate cases (as distinguished from a receiver- 
ship under State law) ; and certain technical amendments to section 60 e of the 
Bankruptcy Act. Apart from the difficulties of putting through such a legisla- 
tive program, it may be noted that the segregation proposal would involve sub- 
stantial practical problems. 

The provisions proposed by Mr. Krys would have made no difference whatso- 
ever in the Badger case. The general problem is one which we expect to study 
further whenever we have the time and personnel to resume consideration of our 
prewar amendment program relating to the Securities Exchange Act. 

I am returning under separate cover our files in the Badger case which we 
borrowed back from Mr. Spal in connection with his inquiry. 

Sincerely yours, 
DOona.p C, Coox, 
Chairman, 


CONCLUSION 


The Badger case clearly points up a laxity and inefficiency in broker- 
dealer inspections that is most disturbing and emphasizes the need 
for a more thorough inspection of brokers and dealers. We are also 
disturbed by the fact that the Commission repeatedly failed in this 


case to enforce its rules requiring the filing of certified annual reports 
by brokers and dealers. 
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“acts developed in this case, however, and other matters which have 
come to our attention emphasize the absolute necessity for a thorough 
review of the work of the Commission’s regional oflices, which we have 
been unable to undertake. It is in these field offices that much of the 
important work of the Commission, particularly the inspection of 
brokers and dealers, and the investigation of manipulative and 
fraudulent practices in the securities markets, is conducted. 








TUCKER REGISTRATION STATEMENT 


Tucker's allegations 


Shortly after the appointment of the subcommittee, Mr. Preston 
T. Tucker, Sr., addressed the following letter to Chairman Crosser : 


(Received September 10, 1951.) 
Hon. Rosert CROSSER, 
United States Representative, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN CRrOSSER: I am writing you, as chairman of the House 
Committee on Interstate and Foreign Commerce, relative to the investigation of 
the United States Securities and Exchange Commission now being commenced 
by a subcommittee. Although the primary purpose of the investigation, as re- 
ported in the press, is to explore alleged irregular transactions between SEC 
officials and the United Corp., it is my understanding that a full investigation of 
the Commission will also be made. 

So far as I and my interests are concerned, an investigation of the SEC is 
long overdue. 

You are no doubt familiar with my attempts to buck the Detroit auto monopoly 
and, during the postwar years, to produce and market a radically new Tucker 
automobile. To go into detail about this in a short letter would be impossible; 
so, let it suffice to say that I gave my time, ingenuity, and money, unsparingly, to 
make the venture a success. I was joined by the elite of motordom and more 
than 50,000 Americans who invested money to finance the Tucker Corp. <A plant 
was secured; the car was designed and tested, and production lines were set up. 

In July 1948, when we were within 6 weeks of mass production, with thousands 
of orders on hand, the SEC stepped in and virtually shut down our plant, the 
press issuing, simultaneously, inspired “blasts” designed to destroy—and de- 
stroying—our credit and the confidence of the public. This was followed by a 
so-called “secret” SEC report on myself and the Tucker Corp., completed in the 
fall of 1948. A grand jury was convened, and I was indicted on charges of 
securities and mail-fraud violations. The prosecution took almost 4 months 
presenting their “case” against me, calling 73 witnesses and introducing over 1,500 
exhibits. At the conclusion of the prosecution, the defense rested without calling 
a single witness or introducing any evidence whatsoever, and the jury promptly 
acquitted me and all other defendants. 

Meanwhile, in March 1949, the Detroit News had published an article entitled 
“Secret SEC Report Bared—Tucker Fraud Charged”; in June 1949, 7 days after 
I was indicted, Collier’s magazine appeared with an article “The Fantastic 
Story of the Tucker Car,” which was condensed in the September 1949 issue of 
Reader’s Digest (appearing throughout the United States a few weeks before 
I was to go on trial) ; and during the trial Coronet magazine appeared with an 
article “Good-by to Mr. Tucker’s Dream Car.” All of these articles were based 
in whole or in part of the “secret SEC report’ mentioned and were viciously 
false and defamatory. (I have instituted libel actions on each of them.) The 
net result was that I was smeared and branded as a “crook” and criminal from 
coast to coast. 

Naturally, any immediate possibility of producing and marketing the Tucker 
car, which has been called the best ever to take the road by everyone who has 
ridden in it, including the jurors who heard my case, was lost. 

During my criminal trial, every charge made in the “secret” SEC report was 
ripped to smithereens by the Government’s own witnesses. The question then 
arises: “Why does an official Government agency procure an indictment of 
innocent people with false and trumped-up evidence?” To a degree, I am 
very much interested in the answer to that question, believing that a full in- 
vestigation only can show all of the facts. However, my own investigation has 
shown that SEC officials were in constant touch with “Big Three” auto officials 
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throughout the time I was under fire; that auto company officials have openly 
stated, recently that “Tucker was framed” to keep the Tucker car off the road, 
that Harry A. McDonald of Detroit, then a Commissioner of the SEC (now Chair- 
man), took a Detroit News reporter (one Martin Hayden) to his hotel room in 
March 1949 and gave him a copy of the then secret SEC report mentioned, which 
was then blasted in that newspaper. Incidentally, I have never been given access 
to this report by the SEC, my requests for a copy, or just a look at it, having 
been turned down repeatedly. 

The SEC has been hell-bent to “get Tucker.” Why? I charge that SEC officials 
engaged in a conspiracy with Detroit auto interests to keep my car off the Ameri- 
can highways, thus to preserve the “auto monopoly” which dishes up obsolete 
autos at high prices to a helpless public. 

This letter is written to formally request that your committee investigate 
the SEC record so far as it pertains to the Tucker auto venture. In that con- 
nection, I can supply literally reams of data and information to assist the com- 
mittee. In so investigating, I feel that the committee would be rendering a 
signal service to the public, in keeping with its desire to protect public interests. 

Yours very truly, 
(Signed) Preston T. Tucker.’ 
Preston T. Tucker. 

In his testimony before the subcommittee on January 15, 1952, Mr. 
Tucker reiterated and amplified the charges contained in his letter to 
Chairman Crosser. In addition, Mr. Tucker stated that during his 
criminal trial the United States district attorney told the court that 
the SEC's s report on its investigation of the Tucker Corp. was based 
on “rumors, gossip, hearsay, and lies.” Mr. Tucker further contended 
that Mr. McDonald violated rule 122 of the Commission’s General 
Rules and Regulations Under the Securities Act of 1933 when he re- 
leased this SEC report to a reporter of the Detroit News. 


In conclusion, Mr. Tucker said : 


I am here for the sole purpose of presenting documentary evidence that I 
believe should bar Harry McDonald from holding any office of public trust for 
the reason that he violated such trust in his capacity as Commissioner of the 
Securities and Exchange Commission in its part in destroying the Tucker Corp. 
It is not my wish to reopen the Tucker trial, which is over, and the world knows 
what the verdict was; but that verdict could not and cannot restore the corpora- 
tion. I have reviewed enough of the background material preceding and during 
that trial to show the part McDonald had in inspiring it through actions which 
I charge were illegal and unethical and specifically forbidden by the SEC itself. 
Authenticated documents and sworn statements, and testimony, are available 
to support what I have presented. In presenting such material in sequence I 
have shown that the entire action in its beginning was contrary to all purposes 
and regulations of the SEC itself.2 


SEC's reply 

Pursuant to the subcommittee’s request, the SEC prepared a factual 
memorandum relating to the Tucker registration statement, investiga- 
tions, administrative, criminal, and bankruptcy proceedings. This 
memorandum is shown as exhibit A to this case. 

In addition, former SEC Chairman Harry A. McDonald testified 
before the subcommittee. Mr. McDonald said: 


The reckless suggestions made by Mr. Tucker are not unexpected. He has 
made these charges before, not only against me but just about every important 
official connected with the prosecution, including the United States attorney and 
his staff, and highly qualified people who conducted the investigation on the 
Commission. The same allegations were made by him in abortive lawsuits which 
he brought against us—and those lawsuits were dismissed speedily by the courts. 


1 Transcript, pp. 415-418. 
?'Transcript, pp. 649-650. 
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I think it appropriate to read a portion of a complaint filed by Mr. Tucker 
against me and these other Government officials in the Superior Court of Cook 
County, IL: 

— * * Defendant McDonald, as is a matter of common knowledge, is the 
political protegé and appointee of Hon. Homer Ferguson, Republican junior 
United States Senator from the State of Michigan, who, perhaps from force of 
habit, setting himself up as a ‘one-man grand jury’ in judgment over plaintiff, 
and, also, influenced, no doubt, by the fact that members of his immediate family 
are part of the far-flung Chrysler Corp., distributing and selling set-up, has 
vowed openly that he would send plaintiff to jail if it were the last thing he did; 
and that in all of the aid rendered by Defendant McDonald in the malicious 
prosecution of plaintiff, herein complained of, he has in effect acted as the agent, 
or ‘stooge’, for the said Senator Ferguson, who resides in Detroit and represents 
the automobile tycoons in the United States Senate and is ever alert, as is also 
his appointee, Defendant McDonald, to guard against anything, be it perfectly 
legitimate or otherwise, that could possibly challenge the automobile manufac- 
turing monopoly of the Big Three (General Motors, Chrysler, and Ford), which 
controls more than 90 percent of the automobile business of the United States; 
that the malice of Defendant McDonald toward plaintiff is directly attributable 
to his blind obedience to the voices of his automotive masters and his said politi- 
cal master. * *% *” 

Probably most of you gentlemen remember the Tucker promotion. Between 
1946 and 1948 the Tucker Corp. raised some $26,000,000 in cash through the sale 
of franchises, stock, and auto accessories. Most of this money was raised 
through the sale of stock at $5 per share. 

By November of 1948 substantially all of these funds had been expended 
and the affairs of the corporation had reached such a state that several in- 
voluntary petitions in bankruptcy had been filed against it. On March 3, 1949, 
the company’s affairs were turned over to trustees appointed under chapter X 
of the Bankruptcy Act. At this time the stock was selling at slightly over $1 
per share. 

The Commission had had trouble with this case from the start. The initial 
registration statement filed by Tucker Corp. with the Commission on May 6, 
1947, was seriously misleading, and extensive proceedings were necessary be- 
fore the registration statement was corrected to the point where we thought 
it told an accurate story. 

When the corrections were made, the Commission stated publicly as follows: 

“The contrast between the information contained in previous publicity and 
that contained in the prospectus as it has now been amended is so pronounced 
that we deem it necessary to warn the investing public of the danger of relying 
on any past judgment based on prior literature in determining whether to 
purchase the securities of the registrant. We urge that prospective investors 
make a careful study of the amended prospectus.” 

And further that— 

“The manner in which the funds of the corporation have been administered 
in certain instances raises some grave questions as to whether a proper steward- 
ship of corporate funds has been consistently maintained.” 

These statements were made after consideration of a detailed record of 
public hearings. 

Despite these precautions, after the stock was sold we learned for the first 
time from the annual report of Tucker Corp., and from other sources, of various 
additional facts which made clear the need for further investigation. Such an 
investigation was conducted by experienced members of the SEC staff, and 
turned up what we all thought to be strong evidence that Preston Tucker had 
practiced a fraud upon the public in his securities promotion. I understand 
that the Department of Justice also inquired into certain phases of Tucker 
Corp. during this time. 

The Commission’s staff prepared an exhaustive report of the results of its 
investigation, and on December 28, 1948, the Commission sent the report to 
the Department of Justice with a recommendation that Mr. Tucker be crim- 
inally prosecuted. The report was considered in detail by the Department of 
Justice and the United States attorney at Chicago. On February 15, 1949, the 
United States attorney announced publicly that a Federal grand jury was being 
convened to probe the Tucker situation. Between February and June the grand 
jury heard numerous witnesses, and an indictment charging fraud was returned 
on June 10, 1949. 
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During the period preceding the return of the indictment, we at the Commis- 
sion were conscious of the natural resentment and puzzlement of members of 
the public who had lost so much in this promotion. Also during this period, in- 
accurate reports were appearing in the press concerning the Tucker situation, 
many of them based upon statements being issued by Mr. Tucker. Subsequent 
to the appearance of one of these inaccurate reports in the Detroit News, I was 
approached by Martin Hayden, a reporter for that newspaper, and was informed 
by him of his intention to write a further story which would be highly critical 
of the manner in which the Commission had handled the case. This was in the 
middle of March—after the company was already in bankruptcy, and efforts to 
continue production had ceased. From his statement to me it was obvious that 
Mr. Hayden was laboring under a misapprehension regarding the Commis- 
sion’s role in the case, and I thought that the best means of dispelling his mis- 
conceptions, lest they be carried to the public, was to show him the report pre- 
pared by our staff on the results of its investigation—and this I did. 

My purpose was to protect the Commission against unjustified criticism and 
to maintain public confidence in the Commission. I would unhesitatingly do 
the same thing today under similar circumstances. 

I might add that the report was fully documented, and that the prosecution 
against Mr. Tucker was in my opinion not only justified but required in the 
publie interest, 

If I were presented with a similar case at this time, I would again recom- 
mend prosecution, I have never heard a contrary view expressed by anyone 
connected with the Government’s side of the Tucker case. 

And I want to present this further to show that this outfit, namely, this cor- 
poration, was broke financially and through long before this article appeared. 
As of the time our investigation began in 1948, a total of 3,490,000 shares of 
stock had been sold to the public for gross proceeds of $17,450,000. The com- 
pany also raised approximately $6,000,000 in cash and $4,000,000 in notes for 
the sale of franchises. Also, some $2,300,000 was raised from the public in the 
sale of accessories for the car which was never produced. The total cash raised, 
therefore, was about $26,000,000. This, of course, does not take into account 
the several million dollars of creditor claims which were later filed in the 
reorganization proceedings; nor does it reflect the sums expended by franchise 
holders in the building of showrooms and the like which, according to Mr. 
Tucker’s own estimate, approximated some $200,000,000. 

I would like to also point out some very revealing financial facts regarding 
the Tucker Corp. The charge has been made time and time again that the Com- 
mission, and indeed Harry McDonald personally, caused the ruin of this enter- 
prise. I think it is quite plain that we could not and did not affect the hard, 
cold figures contained in the company’s own balance sheets. A reference to 
those figures demonstrates conclusively that the company’s failure was due to 
the way in which the business was conducted which resulted in an extremely 
bad financial situation, and not to anything said or done by the Commission 
or by me.* 


Mr. McDonald was questioned with respect to the charge that 
he acted illegally in releasing the Commission’s report on the Tucker 
investigation to a reporter for the Detroit News. As previously 
shown, Mr. McDonald affirmed that he released this report but denied 
that this release constituted an illegal act. Mr. McDonald offered the 
following explanation: 


A question has been raised as to whether the Commission’s rules regarding 
the nondisclosure of information obtained in investigations apply to members 
of the Commission as well as staff personnel. Obviously they do not. The 
rules—take rule 122 under the Securities Act, for example—make this plain by 
their very terms. Rule 122 provides: 

“Information or documents obtained by officers or employees of the Commis- 
sion in the course of any examination or investigation pursuant to section 8 (e) 
or 20 (a) shall, unless made a matter of public record, be deemed confidential. 
Officers and employees are hereby prohibited from making such confidential 
information or documents available to anyone other than a member, officer, or 
employee of the Commission, unless the Commission authorizes the disclosure of 
such information or the production of such documents as not being contrary to 
the public interest. Any officer or employee who is served with a subpena requir- 


* Transcript, pp. 800-806. 
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ing the disclosure of such information or the production of such documents shall 
appear in court and, unless the authorization described in the preceding sentence 
shall have been given, shall respectfully decline to disclose the information or 
produce the documents called for, basing his refusal upon this rule. Any officer 
or employee who is served with such a subpena shall promptly advise the Commis- 
sion of the service of such subpena, the nature of the information or documents 
sought, and any circumstances which may bear upon the desirability of making 
available such information or documents.” * 

It will be noted that the rule prohibits officers and employees from making 
such information available to anyone other than a member, officer, or employee 
of the Commission unless the Commission so authorizes. So it is very plain that 
when the Commission promulgated this rule it did not intend to cover Commission 
members as distinguished from staff personnel. I might add that the word 
“officers” used in the rule is a word of art referring te those staff members desig- 
nated by the Commission to administer oaths and serve subpenas. See, for 
example, section 19 (b) of the Securities Act which provides that for the purpose 
of Commission investigations, “any member of the Commission, or any officer or 
officers designated by it’ are empowered to administer oaths, subpena witnesses, 
and the like. 

If it were intended that these rules should cover members as well as staff, it 
would have been simple enough to do so. Congress itself provided the formula. 
Thus, in section 24 (c) of the Securities Exchange Act of 1934, Congress provided 
that “it shall be unlawful for any member, officer, or employee of the Commission 
to disclose to any person other than a member, officer, or employee of the Com- 
mission, or to use for personal benefit, any information contained in any applica- 
tion, report, or document filed with the Commission * * *” where the Com- 
mission has found, upon application of the person making such filing, that such 
material shall be treated confidentially and not be made available to the general 
public. So, the distinction I have been referring to is very clear and is reflected 
not only in the rules in question, but in the statutes we administer. 

The reason for this distinction is self-evident. The five commissioners are 
appointed by the President and confirmed by the Senate; they are intended to 
exercise a large measure of discretion in their work. 

On the other hand, the Commission has some 900 employees in all parts of 
the country. It, therefore, was thought necessary to promulgate such rules in 
order that we, the commissioners, would have the sole discretion of deciding 
when something should be made public. Viewed from any standpoint, I think 
it is obvious from the face of the rule that ft does not apply to commissioners.” * 


Delay in investigation of Tucker Corp. 

The record shows that long before the Commission started its investi- 
gation of the Tucker Corp. on May 28, 1948, representations had been 
made to the Commission that the corporation’s funds were being 
wasted and misappropriated, that the Tucker car which was being 
exhibited to the public was not a commercially operative car, and 
that the engineering would have to be done over again before it could 
be a success. Mr. H. A. Toulmin, Jr., former chairman of the board 
of the Tucker Corp., addressed the following letter to the Commission 
on September 18, 1947: 


TOULMIN & TOULMIN 


ATTORNEYS AT LAW 
CORPORATION AND PATENT LAW 
Dayton 2, OHIO, September 18, 1947. 
Re Tucker Corporation. 
SECURITY AND EXCHANGE COMMISSION, 
Eighteenth and Locust Streets, Philadelphia 8, Pa. 


: GENTLEMEN : I sent you the enclosed telegram in order to advise you of a situa- 
tion that has been developing at the Tucker Corporation since last April, so that 


* Transcript, pp. 818-819. 
5 Transcript, pp. 819-821. 
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some action might be taken before the present funds of the corporation are 
wasted, or misappropriated. 

So that you may have the complete picture and your files may be kept, I beg 
to advise you as follows: 

1. I attach a letter of April 24, 1947. I declined director’s fees and any com- 
pensation as Chairman of the Board, which position I accepted early in the 
spring, at the request of Mr. Preston Tucker. 

2. The organization charts, which I understand were submitted to you, were 
those prepared by me and were for the purpose of keeping Mr. Tucker, or anyone 
else, from spending the corporation’s funds illegally. 

3. A copy of my letter of July 8, 1947, to which I hope you will direct your 
particular attention. To that letter I received no reply and, despite endless 
telephone calls and letters to Mr. Tucker and his executives, I have not been able 
to reach him since that date, except twice with brief telephone calls, when he 
promised to have board meetings and to instruct the organization to protect the 
public funds. This was not done. There wasa complete disregard of the normal 
requirements for such matters. 

4. I enclose a transcript of a telephone conversation with Mr. J. D. Stearns, 
Controller. He called me to report he was resigning and to complain of Tucker’s 
misappropriation of funds and of his attempted misappropriation. 

I believe the foregoing should furnish you sufficient basis for whatever investi- 
gation you care to make and that is within your power. 

I have no financial interest in the Tucker Corp. and never have had. I de- 
clined the request of Tucker and Stearns to participate in any way in its 
stock. 

I am now advised by my men who have been in the plant, that the car which 
is being shown to the public is not a commercially operative car and the engi- 
neering will have to be done all over again. I enclose a copy of the report on 
the subject for your information. 

This car was presented to the public as a fully complete vehicle, according 
to my advisers, although I have never seen it, as I same heen unable to get 
Tucker to see me or to permit me to function since July 8, 1947. 

I have no desire to hurt the man, but I have a duty to you and the public, 
before the money is spent, to report this situation. 

The car has many fine basic ideas and when properly engineered and the 
company honestly run, it should make a contribution to our national economy. 

Yours faithfully, 
S/ H. A. Toutmrin, Jr.® 


In viewing these communications which were sent to the Com- 
mission, the subcommittee raised the question as to the reason why 
the Commission delayed its investigation of the Tucker Corp. until 
after the receipt of the corporation’s annual report in May 1948. 

Mr. McDonald aflirmed that the Commission had been convinced, 
long before the corporation’s annual report was filed, that the cor- 
poration had made fraudulent misrepresentations in the sale of its 
stock, but, he added, the Commission was unable to prove this until 
the annual report was filed. Excerpts from the testimony on this 
matter follow: 


Mr. Hay. If it were a question of a fraudulent statement in a sale of stock 
why did you have to wait until the annual report was filed? * * * 

Commissioner McDonaLp. Why did we wait that long? Congressman, there 
were a great many things we would have liked to have done, but we were with- 
out authority to step in until such time as we had actual evidence, and I was 
trying to look for the supplemental 

Mr. Hatt. It’s not clear to me that the evidence with relation to fraud in the 
registration statements came into the picture at the time of the filing of the 
annual report. If those fraudulent statements were made they were made when 
he has sold the stock. 

Mr. Kroui. That is right, but when the annual report was filed against the 
background of suspicions and charges which people can make quite easily, certain 
statements were made by the corporation itself which provided a real basis 
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for investigation—something you could sink your teeth into. They had some- 
thing to go on." 
» . . + * * rs 

Mr. Hat. You have indicated serious suspicions in your own mind, in your 
testimony here, right from the beginning, and yet it seems to me that you have 
taken the attitude—and when I say you, I mean the Commission—you have 
taken the attitude that you allowed them to register and sell the stock, and 
there was nothing to do until the receipt of the annual report in May 1948. 

Commissioner McDonaLp. I think you made a fair summary of it. 

Mr. Hatt. Is there not some way, if you are suspicious, and you were in this 
case apparently, is there not some way that the Commission could have de- 
manded the corporation’s books even before the annual report was filed? 

Commissioner McDonaLp. We could have, but we didn’t have anything to base 
our investigation upon. 

Mr. Haru. I do not know, I am just taking your testimony, Mr. McDonald. 
You indicate to me that you had a number of suspicions from the start. 

Commissioner McDONALp. From the very start I did. 

Mr. Hatz, After the stock was sold. He sold the stock between July 7 and 
September 12. You said immediately after the stock was sold these letters came 
in. Could you not have demanded his books and reports, say, on the 1st of 
October? 

Commissioner McDonarp, On the basis of the record, I think we would have 
been on dangerous ground, 

’' Mr. Harv. On the basis of the stockholders’ letters? 

Commissioner McDonaLD. On the basis of the stockholders’ letters because 
the letters merely asked, “What is wrong with my stock?” We get thousands 
of those letters. We give effectiveness to registration statements, a lot of them, 
in cases where I wouldn’t personally allow the stock to be sold if I had the 
authority to stop it. 

I will go back to Tucker. Here was a man asking to start business with 
some $20,000 and it required $15,000,000. Kaiser-Frazer got hold of $60,000- 
000 and every estimate told him he needed $80,000,000. The man was attempting 
to start a tremendous business on a confectionary capitalization and it couldn’t 
be done. 

Mr. Hai. With all those suspicions and with the complaints coming in you 
feel the Commission did not have the authority to look into the matter? 

Commissioner McDoNaALp. You are dead right. If a man tells the truth and it 
is put in the prospectus. A similar problem arises in some mining ventures 
and mineral ventures. There are a lot of them that come through that you know 
can’t possibly win on the amount of money they are getting, but we haven’t the 
power to stop them. 

Mr. Haty. I am talking about Commissioner McDonald, who tells me he had 
real suspicions from the beginning. 

Commissioner McDonatp. I did. 

Mr. Hat. I am wondering whether Commissioner McDonald would not have 
some power to initiate an examination of the books in order to find out just what 
was happening in the organization. I am not being personal in this at all. 

Commissioner McDona.p. I appreciate that, Congressman. I will say to you 
from my interpretation of the statute, and that of legal counsel, we have no 
authority once the registration section is satisfied that the statement is a true 
and full disclosure and we are satisfied that it is a true and full disclosure, we 
must let it become effective. 

Mr. Haty. Yet under section 8 (d), even after the stock is sold, you can demand 
to see the books and enter a stop order? 

Commissioner McDona.p. We could. 

Mr. Hatz. But you did not see fit to do so? 

Commissioner McDonaALp. The Congressman has a good point and we are not at 
variance ; it is just a matter of understanding, his understanding, why we didn’t 
take action. In other words, you are inclined to think we didn’t take action fast 
enough. As a matter of fact, the great criticism that has been leveled at us is 
that we took it too fast. 

+ © - * * * e 

Commissioner McDonaLp. The Commission felt as a result of various communi- 
cations that all was not well, but we had nothing to proceed on other than sus- 





7 Transcript, pp. 756—757. 
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picion. We could have done it had we wanted to force their hand, but I think 
we would have been accused of persecuting new business. At that time we were 
charged with favoring the motor industry; for example, the complaint in the 
Chicago suit said that I was the tool of the motor industry, and so forth. 

To look back on it, it seems very simple, but at that time the Commission 
thought best to watch it closely and not to walk in until we had the filing. Once 
the filing was in we moved in pretty fast.* 

~ * 7 * a * * 

Mr. Hatui. Am I to understand that you could have the same state of facts with 
relation to a new corporation, that the Commission could have the same sus- 
picions and yet today we could have another Tucker situation as far as the public 
being taken on the stock promotion? 

Commissioner McDonaLp. Congressman, you have stated it well; that is true. 

Mr. Hat. In other words, say even with the suspicions that you had, that the 
other members of the Commissn had, and with your authority under section 8 
(d) to examine the books of the corporation you tell us that you could still have 
another Tucker case so far as the sale of stock is concerned? 

Commissioner McDoNALp. If someone could catch the public fancy as he did. 
You see, he started out with a glamorous—what will I say ?—bunch of pictures in 
Pic magazine. It was a time when people couldn’t get automobiles; there was a 
2-year waiting list. He came along with a futuristic design and unorthodox 
drive. He was going to make a car with 800 less parts. It caught the fancy of 
the public, and consequently they began to write him letters that they would like 
to buy such a car, and away they went. 

You know those things only happen once in a decade and perhaps not once 
in three or four decades. 

Mr. Hau. I am not charging fraud here, but it is indicated that even though 
there is fraud involved, as apparently you felt there had been in the Tucker case, 
vou could still have the same fraud, the same type of case, and there is nothing 
you can do about it? 

Commissioner McDoNnaALp. If we were conscious of fraud? 

Mr. HALL. No. 

Commissioner McDonaLp. The same set of facts? It could be done again. 

Mr. Harty. With the same set of facts it could be done again, and there is 
nothing you could do about it. 

Commissioner McDona.p. Right.’ 


CONCLUSION 


Your subcommittee is of the opinion that Mr. Tucker presented no 
credible evidence to substantiate any of the charges he made, other 
than the charge that Mr. McDonald had released the SEC’s report 
on its investigation of the Tucker Corp. Mr. McDonald affirmed his 
issuance of the report, stating that his purpose in doing so was to 
protect the Commission against unjustified criticism and to maintain 
public confidence in the Commission. Your subcommittee is con- 
vinced that this was the motivating factor in Mr. McDonald’s action. 

Tucker was repeatedly asked to substantiate the charge that the 
United States district attorney had informed the court, during his 
criminal trial, that the Commission’s report on its investigation of the 
Tucker Corp. was based on “rumors, gossip, hearsay, and lies.” He 
has never done so. Otto Kerner, Jr., United States district attorney 
for the Northern District of Illinois, to whom Mr. Tucker attributed 
this statement, has advised your subcommittee as follows: 

I wish to point out that, under no circumstances, have I ever believed that the 
report was based on “rumors, gossip, hearsay, and lies.” The closest statement, 
which by no means is similar to that stated by Mr. Tucker, was that during 


one of the hearings on the motion to produce I recall that I stated that certain 
of the statements contained in the report were uncorroborated and, as such, 


® Transcript, pp. 775-779. 
®* Transcript, pp. 796-797. 
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would be hearsay, and that such individual reports were not being relied upon 
as evidence in the case. 

I think you will agree with me that to have characterized the report as being 
based upon “rumors, gossip, hearsay, and lies’”’ would be ridiculous on my part, 
and no case could be sustained by such evidence. 


Mr. Tucker’s assertion that in July 1948 the corporation was within 
6 weeks of mass production is not substantiated by the corporation’s 
annual report filed with the Securities and Exchange Commission 
in May of 1948. The annual report stated : 


The Pilot final assembly line is now in operation. It is estimated that the 
permanent assembly line will be in operation by July 1, 1948, but this date is 
dependent upon the completion of the installation of equipment and tools as well 
as the company’s ability to secure parts and personnel.” 


The subcommittee believes that in view of all the complaints which 
had been made to the Commission alleging fraudulent misrepresenta- 
tions in the sale of Tucker stock, and in view of the fact that the en- 
tire Commission suspected the activities of the corporation’s officials 
from the beginning, the Commission might well have acted more expe- 
ditiously in its investigation of the alleged violations of the Securi- 
ties Act. Had it done so, part of the loss which the investing public 
sustained in the Tucker case might have been averted. 


Exutpsir A To TUCKER CASE 
SEC MEMORANDUM 


JUNE 10, 1952. 


RE REGISTRATION STATEMENT FILED UNDER THE SECURITIES ACT OF 1933 
BY TUCKER CORP. 


1. Sale of dealer and distributor franchises 


In August of 1946 the company began to sell autemobile franchises to pro- 
spective distributors and dealers under the terms of which for a certain allotment 
of cars a deposit based on the number of cars allotted was required to be paid 
to the company with a promise of repayment at a future date if $15,000,000 was 
not received by November 30, 1946. The major part of these sales was made 
upon an assurance that the funds would be held in escrow until $15,000,000 was 
received, at which time they would be available for general corporate purposes, 

(a) Company advised that franchises constituted “securities.”—Since these 
franchise agreements provided, under certain circumstances, for the repayment 
of deposits reecived, they were “securities” within the meaning of section 2 (1) 
of the Securities Act and as such required registration wth the Commission under 
the provisions of that act. Counsel for the company was so advised by the staff 
on August 6. 1946.’ 

(b) Sale of franchise in violation of section 5 and therefore investigated by 
Commission.—The continued sale of these franchise agreements without an effec- 
tive registration statement constituted a violation of section 5 of the Securities 
Act and an investigation into this violation of the act was made by representa- 
tives of the Commission beginning in September 1946. 

(c) Franchise agreements revised to eliminate “securities” aspect—As a 
result of the Commission’s investigation, the company decided to make a rescis- 
sion offer and to revise its agreements to provide for the outright sale of the 
franchises. Beginning December 11, 1946, and extending into January of 1947, 
the various dealers and distributors who had invested in the earlier agreements 
were tendered their money back and were also offered the opportunity to pur- 
chase the new franchises. The Commission, having no further jurisdiction as 
to the sale of the new franchises, thereupon discontinued its inquiries. 


1° Tucker Corp. Annual Report for 1947, pp. 7-8. 
1Counsel of the company had likewise advised the company in April 1946 that the sale 
of the franchises constituted the sale of a security under the Securities Act. 
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2. Registration under the Securities Act 

(a) Prefiling conference——On May 6, 1947, the date on which the registration 
statement was filed with the Commission, certain members of the staff and 
counsel for the company and the underwriting firm held a brief prefiling con- 
ference. 

(b) Filing of registration statement.—In the wake of an extensive newspaper 
advertising program which gave widespread publicity to the company’s claim 
that, under the guidance of Preston Tucker (described as a recognized automotive 
inventor and designing genius), the company was about to mass produce a com- 
pletely tested and proven passenger car departing substantially from conven- 
tional automobile design, the company, on May 6, 1947, filed with the Commission 
a registration statement relating to a proposed public offering of 4,000,000 shares 
of class A common stock, $1 par value, to be offered to the public at 85 per share 
for a total of $20,000,000. The underwriting spread was to be 70 cents per 
share. The net proceeds were to be used for the production of the new car. 

(c) Examination of the registration statement and recommendation of the 
staff—After the registration statement was filed, a preliminary examination 
thereof was commenced. As the examination progressed it became apparent 
that because of numerous gaps, inconsistencies and contradictory statements 
contained in the registration statement we would be unable in this case to follow 
the normal procedure of furnishing the company with a letter of deficiencies until 
additional facts were made available to the Commission. Moreover, we were 
advised by one Harold A. Karsten that he was one of the promoters of the 
company and had received certain remuneration for his services to the com- 
pany and was bringing suit against Tucker and the company for additional 
payments. No information concerning Karsten’s relationship with the company 
and his proposed litigation was included in the registration statement as origin- 
ally filed. In view of the foregoing, the staff recommended to the Commission 
that a private investigation be made to determine such facts as the Commission 
deemed necessary in order to satisfy itself that the registration statement, if 
and when it were permitted to become effective, would meet the standards of 
disclosure prescribed by the Securities Act of 1933. 


3. Investigation prior to effective date of registration statement 


Pursuant to the recommendation of the staff, the Commission, on May 14, 1947, 
author’zed a private investigation under section 8 (e) of the Securities Act to 
determine whether a stop order should be issued under section 8 (d) of the 
act. The matters which were to be considered at this private examination 
included whether the original prospectus and registration statement failed to 
disclose adequately and accurately (1) the parent or parents of the company; 
(2) the nature and extent of the interests of Preston Tucker in Ypsilanti 
Machine & Tool Co. and Cumberland Homes Ine.:; (3) information with respect 
to the sale of franchises to distributors and dealers and the status of the pro- 
ceeds received or to be received from such sale; (4) information with respect 
to production schedules; (5) information as to the status of the company’s patent 
position; (6) the names of all promoters of the company and the consideration 
received or to be received from the company by each promoter; (7) information 
concerning sales of securities to special parties at prices varying from the public 
offering price; (8) information concerning the application of proceeds and the 
nature and amount of any other funds necessary to complete the contemplated 
program; (9) the business experience of executive officers; (10) the payments 
made directly or indirectly to directors and officers; (11) the beneficial owner- 
ship of the securities of the company; (12) information concerning material 
litigation; (13) the scope of the audit and the auditing procedures followed by 
the certifying accountants; and (14) information concerning liabilities of the 
company. This private hearing was held in Philadelphia on May 26, 27, and 
28, 1947, and in Chicago on June 2, 3. 4, 5, and 6, 1947. 


ame te 


No material amendments 
to the registration statement were filed during the course of this investigation. 

As a result of such investigation, stop-order proceedings under section 8 (4d) 
of the act were instituted on June 11, 1947, and hearings were held in Philadelphia 
on June 16 and 17, 1947. The matters which were to be considered at this 
public hearing were substantially the same as those considered at the private 
hearing under section 8 (e), except for certain differences caused by the facts 
developed in the course of the private hearing. At the commencement of the 
section 8 (d) hearing, the record established in the prior section 8 (e) exami- 
nation was made a part of the record in the section 8 (d) proceeding by stipula- 
tion of all parties. A material amendment filed by the company on June 16, 
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1947, was also made a part of the record and certain additional evidence was 
taken, the record being closed on June 17, 1947. 

In the course of these proceedings, it appeared that the prospectus and regis- 
tration statement as originally filed did fail to disclose adequately and accurately 
the names of all promoters and the amount of consideration received directly 
or indirectly from the company by each promoter, officer, and director; the 
stage of development of the mechanical features of the proposed automobile; 
the status of the company’s patent position; the application of the proceeds of 
the proposed offering and the company’s working capital requirements; the 
business experience of the executive officers; the nature and the extent of the 
interest of Preston Tucker in Ypsilanti Machine & Tool Co.; the interests of 
affiliates and other persons in property acquired by the company; material 
litigation; the scope of the audit and the auditing procedures followed by the 
certifying accountants; and the failure of the accounts to reflect all liabilities 
of the company. 


4. Effectiveness of registration statement 


(a) Amendments to registration statement.—During the course of and after 
the close of the public hearing, the corporation filed material amendments which, 
on the basis of all the information then available to the Commission, appeared 
to correct satisfactorily the material deficiencies proven to have been previously 
contained in the registration statement. 

(b) Stop-order proceedings dismissed and opinion issued by the Commission.— 
The registration statement appeared on the basis of information then available 
after the filing of the final amendment on June 26, 1947, to meet the require- 
ments of the act and the rules and regulations promulgated thereunder. The 
Commission therefore issued an order dismissing the proceedings under section 
8 (d) of the act and on the same date released the findings and opinion of the 
Commission which set forth the reasons for its actions in this case and com- 
mented upon some of the important facts developed in the record of the Comumnis- 
sion’s proceedings. 

The opinion summarized information accumulated by the staff in the course 
of the proceedings with respect to the organization of the company, lease of 
the plant from War Assets Administration, sale of franchises to dealers and 
distributors, past transactions with Preston Tucker, past transactions with 
Harold A. Karsten, status of the development of the proposed car, patent and 
license position, working capital requirements, auditor’s certificate and financial 
statements and pending and threatened litigation. In its opinion the Commis- 
sion discussed the facts adduced in the proceedings and noted the contrast 
between the information set forth in the amended prospectus and the statements 
made in the company’s previous publicity regarding its plans, many of which 
statements appeared to be grossly misleading and, in many cases, false. Ac- 
cordingly, the Commission specifically warned the prospective investor of the 
danger of relying upon past judgments based on prior literature concerning the 
company in determining whether to purchase the securities. 

The opinion also pointed out the limits of the Commission’s jurisdiction which, 
under the Securities Act, is restricted to requiring that all pertinent informa- 
tion be supplied so as to enable the investor to make an informed judgment. 
It was emphasized that in permitting the registration statement, as amended, 
to become effective, the Commission was in no way “passing on the merit or 
lack of merit of the securities offered, the company’s product or the possibility 
of success or failure of the enterprise.” 

(c) Request for acceleration and disposition thereof and registration statement 
declared effective-—Acceleration of the effective date of the registration state- 
ment was requested by the company. In its opinion released on June 26, 1947, 
the Commission stated that “the effective date will be set by separate action 
at a date which will permit the information in the amended prospectus and 
this opinion to come to the attention of prospective investors and to enable the 
registrant to comply with the policy and procedure set forth in Securities Act 
Release No. 3177.” 

Prior to declaring the registration statement effective the Chairman of this 
Commission inquired of the Department of Justice, which was then conducting 
an independent investigation concerning certain activities relating to transac- 
tions between the Tucker Corp. and the War Assets Administration, whether 
that Department was in possession of any facts which the Commission should 
have in connection with its consideration of the question of making the regis- 
tration statement of Tucker Corp. effective. The Chairman was advised that 
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the Department knew of no reasons for the Commission’s not taking action to 
make the registration statement effective. 

It appeared to the satisfaction of the Commission that by the close of business 
July 7, 1947, adequate dissemination of the amended prospectus had been made 
and that sufficient time had elapsed since the release by the Commission of its 
Opinion in this matter. Accordingly, acceleration of the effective date was 
granted and the registration statement permitted to become effective at 5:30 p. m. 
on July 7, 1947. 


5. Sale of stock by underwriter and deregistration of unsold stock 


From July 7, 1947, until September 12, 1947, the public offering of the registered 
stock by the registrant and its underwriter was made. A total of 3,490,000 shares 
of the stock was sold to the public for gross proceeds of $17,450,000. The re 
mainder of the registered stock was deregistered by an amendment to the 
registration statement, which amendment became effective on September 22, 1947. 

Supplements to the prospectus reciting certain events which occurred after 
the effective date of the registration statement and prior to the filing of the 
annual report on Form 1—MD were filed by the company on September 18, 1947, 
October 9, 1947, November 5, 1947, and December 26, 1947. These supplements 
related essentially to the results of the public offering, changes in executive per- 
sonnel, information concerning the sale of franchises and promissory notes re- 
ceived in connection therewith, execution of definitive lease of plant, and 
litigation based upon claims of a promoter against Tucker personally for 100,000 
share of class B common stock and against the company, Tucker et al, seeking 
damages for failure to comply with certain alleged distributorship arrangements. 


6. Commission action between effectiveness of reaistration statement and filing 
of the annual report by the registrant 


On July 24, 1947, the Commission requested its Chicago regional administrator 
to make inquiry as to the sale of the stock of Tucker Corp. and was advised on 
July 28, 1947, as to the amount of subscriptions which had been received as of 
the close of business on July 24, 1947. 

The Commission was advised on July 28, 1947, of a report from the Chicago 
office that certain sales of Tucker stock had been made at prices above the 
public offering price and that in connection therewith statements to the effect 
that the stock offering had been oversubscribed were alleged to have made made. 
The Commission on that date directed further inquiry into the matter. 

By letter dated July 30, 1947, with memorandum enclosed, the public relations 
counsel of the Tucker Corp. claimed that certain points in the Commission's 
Findings and Opinion deserved clarification to the public. Said counsel was 
advised that the record of the hearings and the findings and Opinion had been 
reviewed in the light of the comments contained in the memorandum and that 
it was not believed that any portion of the Findings and Opinion had been 
demonstrated to be incorrect or unfair in any material respect such as would 
warrant any further public elucidation of the points discussed in the opinion. 

On September 16, 1947, the Commission was advised by telegram from Mr. H. A. 
Toulmin, Jr., that he had resigned from the chairmanship of the board of 
directors of the Tucker Corp. because Preston Tucker would not agree to his 
demands that the funds of the company be administered under the strictest regu- 
lations and controls normal to legitimate business. The Commission determined 
that the company’s prospectus used in the future should carry a sticker reflecting 
Toulmin’s resignation. 

By letter dated July 3 1947, the Assistant Attorney General of the Depart- 
ment of Justice inquired concerning the activities of Preston Tucker and the 
Tucker Corp. Our reply to such inquiry was made on July 18, 19472 On 
October 2, 1947, the Commission authorized the forwarding to that Depart- 
ment, in addition to other material theretofore forwarded, recent communica- 
tions received by the Commission from Toulmin. 

At a Commission meeting held February 9, 1948, the Tucker Corp. situation 
was discussed. The Commission indicated that there appeared to be no au- 
thority for any action by it but that it would receive in the near future a re- 
port on discussions between the staff and representatives of the Department 
of Justice, at which time it would consider whether any action should be taken 
on the basis of that report. 


2 Reference to our contact with Department of Justice prior to declaring registration 
statement effective made on p. 5. 
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On February 16, 1948, the Commission considered a memorandum of the staff 
with respect to a conference held on February 3, 1948, between members of 
the Commission’s staff and representatives of the Department of Justice. The 
memorandum pointed out that during this conference our staff representatives 
had informed representatives of the Department of Justice that insofar as they 
could determine the registration statement at the effective date apparently met 
the requirements of the statutes and that acts of the registrant occurring there- 
after of which we had any knowledge appeared to provide no basis for recom- 
mending that the Commission institute proceedings with reference to the regis- 
tration statement. It was agreed at the conclusion of the conference that the 
interchange of information concerning Tucker Corp. and its personnel would 
be continued by the Department and the Commission and that such informa- 
tion would be analyzed carefully; that the Commission’s staff would examine 
the Form 1—MD report to be filed by the company immediately upon its re- 
ceipt; and that the representatives of the Department and of the Commission 
would confer at such times in the future as it appeared appropriate. The Com- 
mission approved the action of the staff and the proposed procedure. 

On March 1, 1948, the Commission agreed to make available to the representa- 
tives of the Federal Bureau of Investigation all the information concerning 
Tucker Corp. contained in the files of our Chicago regional office. 

On April 29, 1948, the Commission denied the company’s application filed on 
April 26, 1948, for an extension to May 31, 1948, of the time for filing its annual 
report on Form 1—-MD covering the fiscal year ended December 31, 1947, and 
granted an extension to May 10, 1948, of the time for filing such report, subject 
to the condition that the company file such report on or before that date. 


7. Filing of annual report on Form 1-MD and further supplement to the 
prospectus 
On May 10, 1948, the company filed with the Commission its annual report 
pursuant to section 15 (d) of the Securities Act of 1934. On May 28, 1948, the 
company filed a supplement to its prospectus which incorporated information 
similar to that contained in item 7 of the annual report. 


8. Investigation of Commission after effective date 


(a) Reasons for the investigation—Upon examination of the annual report it 
appeared to the staff that the nature of the disclosure concerning material mat- 
ters contained in the report was inadequate and that it omitted disclosure of 
other material matters. It further appeared that to determine the extent of 
needed additional disclosure it would be necessary to make an independent 
examination of the books and records of the company. Accordingly, the staff 
in a memorandum dated May 19, 1948, recommended to the Commission the 
institution of an investigation. The Commission, on May 28, 1948, authorized 
a private investigation to determine whether certain provisions of the Securities 
Act and Securities Exchange Act had been violated. 

(b) Facts concerning the investigation.—Upon being informed of the investiga- 
tion, the company refused to make its books of account and other records avail- 
able for inspection and subsequently refused to honor a subpena for their pro- 
duction which was issued as provided for in the statutes. Consequently, it 
was necessary for the Commission, in order to carry out its duties under the 
laws, to commence court action to obtain the production of the pertinent records. 
On July 2, 1948, the United States District Court for the Northern Division of 
Illinois ordered the company to make the requested records available at the plant 
of the company. 

(c) Results of the investigation and reference to the Department of Justice.— 
A detailed investigation was conducted over a period of several months during 
the latter part of 1948, at the conclusion of which a voluminous report of the 
investigation was referred to the Department of Justice. 

The report dated December 20, 1948, contained a complete and comprehensive 
account of the entire case from the time Preston Tucker and certain of his 
associates first conceived the idea of organizing a company to mass-produce an 
unconventional automobile up until the time we ended our investigation in 
December 1948 and referred our findings therein to the Department of Justice. 
It was made up of various sections detailing the history ef our investigation 
and summary of the case; the proposed and possible defendants in any criminal 
prosecution resulting from the report; the chronological history of the Tucker 
venture from the preorganization activities of Tucker and associates to the 
status of the company at the date of the report; principal inducements for sale 
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of company’s stock and franchises, together with alleged proof that such induce- 
ments were founded on misstatements and deception ; certain minutely described 
transactions involving misapplication or waste of corporate funds; false and 
misleading statements and representations made by Tucker and/or his associ- 
ates in connection with the merits of the car, the status of the testing of the 
mechanical features of the car and the status of production of the car; creation 
of unmerited prestige for Preston Tucker as an engineer and designer through 
presentation to him of questionable and spurious awards and gifts for supposed 
engineering and scientific accomplishments and the exploitation of such awards 
in the sale of the company’s stock and franchises; information concerning in- 
vestors and supporting witnesses; the personal history and background of 
Preston Tucker; the engineering developments of the Tucker car during the 
period covered by the report and the venue of any criminal proceeding and the 
use of mails in perpetrating the alleged fraud. 

On June 10, 1949, Preston Tucker and seven of his associates were indicted by 
a Federal Grand Jury on 25 counts of mail fraud, 5 alleged violations of the 
Securities Act and 1 count of conspiracy. On January 22, 1950, the trial ter- 


minated in the acquittal of Tucker and his associates on all charges. 
9. Reorganization proceedings 


On March 3, 1949, the company filed a petition for reorganization under chap- 
ter X of the Federal Bankruptcy Act, as amended, and the United States Dis 
trict Court for the Northern District of Lllinois on that date appointed two 
trustees, Aaron Colnon (now deceased) and John H. Chatz, to operate the 
business and manage the property. 

The trustees investigated the possibility of reorganization of the debtor on a 
going concern basis and came to the conclusion that it would be impracticable and 
not feasible to do so. Efforts of various stockholder and creditor groups to 
formulate a going concern reorganization plan were likewise fruitless. The 
trustees surrendered possession of the Chicago plant and sold all the tangible 
assets of the debtor at public auction except the stock of Aircooled Motors, Ine. 
(the debtor’s wholly owned subsidiary). Thereafter, from time to time, the 
trustees obtained an extension of the date for the filing of the plan of reorganiza- 
tion on the ground that a reorganization involving Aircooled Motors, Inc. was 
possible but that the operations of that company Were not developed sufficiently 
to warrant a plan at the time. In a report of the surviving trustee dated Septem- 
ber 27, 1951, the trustee suggested that the stock of Aircooled Motors, Inc. also 
be so!d pursuant to a plan of reorganization and the funds of the company then 
be used to pay off creditors in the order of priority to be determined by the 
court. 

The Commission has not and is not now participating in this reorganization 
proceeding. The reasons for not participating is that the Commission felt from 
the beginning of the chapter X proceedings that the company could not be reor- 
ganized but would have to be liquidated, particularly in view of the substantial 
rentals on the company’s plant. Under such circumstances, it was decided that 
there was very little the Commission could do in the proceeding but that in view 
of the substantial public investor interest in the company we should follow the 
proceeding. 








UNITED CORP. 


The Securities and Exchange Commission has been charged with 
favoritism toward five former Commission employees who are officers 
of the United Corp. United registered as a holding company in 1938, 
In 1951 the Commission approved its plan to become an investment 
company. 


SEC PROCEEDINGS IN UNITED CORP. 


The following statement, taken from the Commission’s seventeenth 
annual report, contains a brief description of the proceedings in the 
United case before the Commission : 


The United Corp. (United) registered as a holding company in March 1938, 
at which time its portfolio was comprised principally of the common stocks of 
four holding company subsidiaries. These subsidiaries, together with the per- 
centage of voting control held by United, were as follows: The United Gas In- 
provement Co., 26.2 percent; Public Service Corp. of New Jersey, 13.9 percent; 
Niagara Hudson Power Corp. (Niagara Hudson), 23.4 percent; and Columbia 
Gas & Electric Corp. (now the Columbia Gas System, Inc.), 19.6 percent. United 
also had other substantial interests, principally in utility holding and operating 
companies. 

In 1941, United filed a plan pursuant to section 11 (e) for divestment of con- 
trol of its statutory subsidiaries whereby United would not vote the securities 
of any of its statutory subsidiaries or have any interlocking officers or directors 
and would proceed when advantageous to it, to reduce its holdings in each of its 
statutory subsidiaries to less than 10 percent of the outstanding voting securi- 
ties of such subsidiaries. Proceedings on that plan were consolidated with pro- 
ceedings instituted by the Commission under sections 11 (b) (1) and 11 (b) (2). 
After the development of an extensive record, the Commission found that the 
plan was not appropriate nor fair and equitable and could not be approved. 
While it found that dissolution of United would be appropriate it noted the man- 
agement’s expressed desire to change the nature of United’s business to that of 
an investment company. Under the circumstances, the issuance of a dissolu- 
tion order was withheld but the Commission directed that United correct the 
inequitable distribution of voting power by recapitalizing with a single class 
of stock and cease to be a holding company. 

Shortly before the entry of the Commission’s order in 1943 and subsequent 
thereto, various subsidiary as well as nonsubsidiary holding companies of United 
underwent extensive reorganizations under section 11. A large number of indi- 
rect subsidiaries of United have been divested and United has effectuated the 
retirement of all of its outstanding preference stock largely through the exchange 
of securities of reorganized subsidiaries. Substantial blocks of portfolio securi- 
ties have also been disposed of through market sales. 

In October 1949, the Commission approved a plan filed by United by which 
it substantially reduced its investment in Niagara Hudson through the distribu- 
tion of a special dividend of Niagara Hudson stock to its own shareholders. 
Approval of that plan was conditioned by the Commission upon a prompt filing 
by United of a comprehensive and detailed program under section 11 (e), Pur- 
suant to this requirement United submitted a new proposal in November 1949 
and after successive modifications, the Commission on June 26, 1951, issued its 
final order approving the plan as amended. It provided that holders of less 
than 100 shares of United common stock may surrender their shares for cash in 
the amount equal to the average net asset value of such stock based on the aver- 
age of the closing market prices of United’s portfolio during the term of the 
offer. Holders of 100 or more shares of United common stock were offered the 
opportunity during the same pertod to exchange their stock for an amount of 
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Niagara Mohawk Power Corp. (Niagara Mohawk) common stock having an 
average market value equal to 97 percent of the average net asset value of the 
United stock surrendered. Such average net asset value was also based on the 
closing market prices of United’s portfolio securities during the period of the 
exchange offer. Up to 700,000 shares of common stock of Niagara Mohawk 
were offered for exchange by United under this plan. United also proposes to 
sell its entire interest in its common stock in South Jersey Gas Co. and to reduce 
its remaining holdings of voting securities of public-utility companies to an 
amount not to exceed 4.9 percent of the outstanding voting stock of such com- 
anies. 

, Shortly after the close of the fiscal year United undertook the exchange offer 
approved by the Commission and 362,616 shares of United common stock were 
exchanged for 69,566.6 shares of Niagara Mohawk common stock. In addition, 
95,051 shares of United common were surrendered for cash at a purchase price 
of $4.43 per share. Approximately 557,130 shares of United were held by holders 
of less than 100 shares and hence were eligible for the cash purchase offer. Pro- 
ceedings to review certain aspects of the plan are pending in the Court of 
Appeals for the District of Columbia.’ 


SEC EMPLOYMENT RECORD OF UNITED’S OFFICERS 


The five former SEC employees who became officers of United or 
its subsidiaries subsequent to their resignation from the Commission 
are: John J. Burns, general counsel and director of United; William 
M. Hickey, president and director of United; E. Carey Kennedy, 
vice president of United; Edward Roll, Jr., assistant to the president 
of United; and Harry G. Slater, assistant general counsel of Niagara 
Mohawk Power Corp. (formerly Niagara Hudson Power Corp.), chief 
subsidiary of United. 

The following statements, based on the Commission’s records, con- 
tain a summary of the employment of each of these individuals by the 
Commission. 

John J. Burns 

It appears that at the invitation of Chairman Joseph P. Kennedy, 
Burns resigned as associate justice of the Superior Court of Massachu- 
setts to become the first general counsel of the Commission. He served 
in that position from July 3 , 1934, until his resignation February 4, 
1937, at an annual salary of $9, 000 per annum. 

As general counsel, Burns was responsible for (1) rendering opin- 
ions and advice to the Commission on general questions of law arising 
in connection with the administration and enforcement of the Secur- 
ities Act of 1933, the Securities Exchange Act of 1934, and the Public 
Utility Holding Company Act of 1935; (2) rendering opinions and 
drafting interpretative letters in response to inquiries regarding the 
interpretation of the above statutes; (3) conducting hearings before 
the Commission, or an officer of the Commission: : (4) supervising the 
conduct of on of alleged violations of the statutes ad- 
ministered ; (5) representing the Commission in all judicial proceed- 
ings; (6) preparing criminal cases for transmission to the Depart- 
ment of Justice and the Post Office Department for prosecution and 
cooperation in the trial of such cases; and (7) preparing reports to 
Congress as required by the statutes. 

As the first general counsel of a newly instituted Commission, hav- 
ing unprecedented and controversial quasi-judicial functions, Burns 

yas preoccupied to a considerable degree with the numerous court cases 





1 Securities and Exchange Commission, Seventeenth Annual Report, pp. 89-90. 
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brought to test the constitutionality of the acts administered by the 
Commission. The constitutionality of the Public Utility Holding 
Company Act of 1935 was being challenged in the courts during his 
term of office by most of the holding company systems, including the 
United Corp. As general counsel for the Commission, he participated 
in this litigation. At the time of his resignation, less than 45 percent 
of the total number of companies subject to the 1935 act were regis- 
tered, representing less than 30 percent of the total assets of such com- 
panies. At that time neither the United Corp. nor any of its subsidi- 
aries had registered with the Commission. 


William M. Hickey 


Mr. Hickey came to the Commission on November 16, 1934, from the 
Central Hanover Bank & Trust Co. of New York, where he had been 
head of the public utility security analysis department. He resigned 
on June 3, 1936. 

As a securities analyst in the Commission, Hickey’s duties involved 
the study and devising of reports and other schedule forms for con- 
cerns in various lines of business designed to provide for full dis- 
closure of all pertinent economic and financial information; as well as 
the critical analysis of the economic and business aspects of representa- 
tions contained in registration statements and other formal filings 
made with the Commission. 

When the Public Utilities Division was established, Hickey was 
transferred from the Registration Division to become Assistant Chief 
of the Finance Section, because of his prior experience as head of the 
Utilities Registration Section. 

As Assistant Chief, Public Utilities Finance Section, Hickey as- 
sumed administrative responsibilities such as the selection and di- 
rection of personnel, the planning of operations and the coordina- 
tion of the several points of view of attorneys, analysts, accountants, 
and engineers assigned to cases. 

At the time of Hickey’s resignation a very small percentage of the 
utility companies subject to the 1935 act had registered with the Com- 
mission. Neither United Corp. nor any of its subsidiaries were at that 
time registered under the act. 


EF. Carey Kennedy 


Mr. Kennedy came to the Commission on October 24, 1935, from 
Blackstone Valley Gas & Electric Co. where he was assistant to the 
president. He resigned on June 9, 1944. 

Kennedy’s duties as a utilities engineer analyst involved the critica] 
analysis of the economic, business, and engineering aspects of data 
contained in reorganization plans and other filings made by companies 
subject to the Public Utility Holding Company Act of 1935, and par- 
ticipation in the development of staff recommendations with respect 
thereto. 

As a Utilities Section Chief, his duties involved the coordination of 
the recommendations and points of view of attorneys, accountants, 
analysts, and engineers with respect to specifically assigned utility 
holding company systems handled by the Section. 

Whi Te employed in the Utilities Division, Kennedy worked on a 
large number of utility systems, but not on the United Corp. or any 
of its subsidiary corporations. 
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Edward P. Roll, Jr. 


Mr. Roll came to the Commission by transfer from the Federal 
Power Commission on December 17, 1935. He resigned in February 
1942. 

As an associate utilities engineer analyst, Roll’s work was subject 
to review from the technical as well as the policy standpoint. His 
principal duties consisted of gathering data as to the physical prop- 
erties, operations, rate structure, etc., of public utility systems and 
preparing reports including recommendations as to desirable changes 
in the direction of simplifies ition and economic and geographic inte- 
gration of such systems. 

While no case records of assignments given to employees at ayn 
grade level have been preserved, from the information available, 
appears that much of his work was in connection with Utilities 
Power & Light Co. This company was succeeded in reorganization 
by Ogden Corp. Ogden Corp. registered as a holding company, then 

sased to be a holding company and became a registered investment 
meee, and is now in liquidation. It does not appear that Roll’s 
work was at all concerned with the United Corp. or any of its sub- 
sidiary companies. 


Harry G. Slater 

Mr. Slater was appointed on August 7, 1940, to the staff of the 
Division of Public Utilities as associate attorney. He resigned on 
December 20, 1950. He served in a series of progressively responsible 
legal positions, all in the Division of Public Utilities, becoming 
counsel for the Division in 1946. As counsel and later as chief counsel 
of the Division of Public Utilities, Slater advised the Director of the 
Division on all legal questions arising out of the Division’s work, as 
well as presenting ‘his views on those questions to the Commission. 

Upon his employment by the Commission, Slater was assigned as 
an attorney in the Section of the Division handling matters pertaining 
to the U nited Corp. and its subsidiaries as well as certain other hold- 
ing companies and their subsidiaries. When United, in March 1941, 
filed a plan stated to be for the purpose of converting United into 
an investment company and thereby complying with section 11 (b) 
of the act, he was assigned as Division counsel in the proceedings. In 
ordering a hearing on this plan, the Commission by the same order 
instituted proc eedings pursuant to section 11 (b) of the act for the 
purpose of determining what action was required by United to comply 
with the requirements of that section. Slater handled all these pro- 
ceedings including the examination of witnesses, the preparation of 
the brief of the Division of Public Utilities, and argument before 
the Commission on the matter. In its brief, the Division took the 
position that the plan filed by United should be disapproved and 
that the Commission should enter an order requiring the dissolution 
of United. This position was also vigorously supported by Slater in 
oral argument before the Commission. The Commission subsequently 
refused approval of United’s plan, but rather than requiring the 
dissolution of United, required that it reduce its capital structure to 
one class of stock and cease to be a holding company. 

Slater thereafter handled several minor matters with respect to the 
United Corp. and, beginning in January of 1944, was counsel assigned 
to the heudling of the first section 11 (e) plan filed by United as a 
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step to comply with the Commission’s order previously mentioned. 
This plan provided for the voluntary exchange of certain of United’s 

ortfolio assets for a portion of its outstanding preferred stock. He 
1andled all proceedings with respect to this plan including the 
examination of witnesses, the preparation of the Division’s proposed 
findings and opinion and argument before the Commission. The 
Commission approved this plan after modification as recommended 
by the Division. Thereafter Slater appeared as counsel on the brief 
of the Commission upon an appeal taken from the order of the 
Commission to the United States circuit court of appeals by Randolph 
Phillips in May of 1944. 

During the period Slater was assigned to the Section handling 
matters relating to the United Corp., he was assigned as counsel to 
various matters relating to Niagara Hudson Power Corp., a subsidiary 
of the United Corp. 

In August 1942, the Commission instituted proceedings against 
Niagara Hudson Power Corp. pursuant to section 11 (b) ‘of the act 
to determine what action should be taken by Niagara Hudson to com- 
ply with the requirements of that section. Slater handled the public 
hearing held in these proceedings and participated in the preparation 
of the Commission’s findings and opinion and order requiring the 
reorganization of Niagara Hudson’s principal subsidiary group, Buf- 
falo, Niagara & Eastern Power Corp. and its subsidiaries. 

Slater, in May 1944, transferred to another Section of the Division 
and thereafter, until he became counsel for the Division in May 1946, 
had no direct connection with any matters pertaining to the United 
Corp. During this period, however, he, like all other lawyers and 
other experts in the Bivision, was available and participated in Divi- 
sion discussions with respect to the United Corp. involving matters 
of general Division signific ance. 

Upon becoming counsel for the Division in May 1946, Slater was 
responsible for advising the Director on all legal problems regarding 
the administration of the Holding Company ‘Act with respect to all 
holding companies, including the United Corp. During this period 

several matters involving the United Corp. came before the Commis- 
sion and were pi ticipated i in generally by Slater. 

In May and June of 1948, Niagara Hudson and its subsidiaries filed 
nn providing for the consolidation of the major subsidiaries of 

lagara Hudson and the eventual liquidation of Niagara Hudson. 
After public hearings were held on these plans, the parties and par- 
ticipants, including the Division, filed their recommended findings 
and opinions with the Commission. The Division recommended that 
the Commission refuse to approve the proposed plans for their com- 
plete failure to satisfy the requirements of the Holding Company 
Act. Because of the importance of the case and the novel questions 
involved, Slater as chief counsel participated in the preparation of the 
Division’s proposed findings and opinion, and also signed those pro- 
posed findings and opinion. After Commission approval of these 
plans, Slater handled the enforcement proceedings in the United States 
district Court. He also appeared on the Commission’s briefs in the 
court of appeals on an appeal from a part of the district court’s 
enforcement order. 

In June 1947, United filed a plan for the compulsory retirement of 
its remaining preferred stock. While Slater did not actively partici- 
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pate in the proceedings before the Commission in this matter, he did 
appear in the United States district court as counsel for the Commis- 
sion in the enforcement proceedings with respect to the plan as finally 
approved by the Commission. 

In November 1949, United filed its over-all plan providing for the 
change of its status ‘from that of a holding company to that of an 
investment company. Hearings were held on this plan from time to 
time until it became evident that there was a wide divergence of 
opinion among the participants as to the course United should pursue, 
and at the request of the Division argument was had before the Com- 
mission for the purpose of determining such course and, if United 
were to become an investment company, the conditions generally under 
which the Commission would permit the continued existence of the 
United Corp. At this hearing, Slater appeared as counsel for the 
Division and was prepared to set forth the position and argument of 
the Division. However, before such argument could be made, counsel 
for the United Corp. stated to the Commission that the United Corp. 
was prepared to file an amended plan which, on its face, appeared to 
meet generally the views of the Division. Slater then stated that the 
Division would like an opportunity to examine the proposed amend- 
ment before making any further statement. United subsequently 
filed an amendment to its plan embodying the details of its orally 
stated proposals. After further hearings in the matter, and further 
amendments to United’s plan, proposed findings, and briefs in sup- 

ort thereof, were filed by the parties and participants, including the 

ivision. Slater had announced his resignation and did not partici- 

ate in the preparation of the Division’s proposed findings, nor did 
Re participate in the oral argument, which was held on the day his 
resignation became effective. 

Niagara Hudson Power Corp. has ceased to be a registered holding 
company, and, upon consummation of the United plan just referred 
to, will cease to be a subsidiary of a registered holding company. 
United also has substantially completed its compliance with section 
11 (b) of the act and the pattern for its complete compliance has been 
approved by the Commission. 


EMPLOYMENT BY UNITED CORP. 


In late 1937, about 11 months after his resignation from the Com- 
mission, Burns was first asked to give advice concerning the problems 
confronting United under the Holding Company Act. On October 
17, 1938, Burns was named director of United.’ 

Six years after he resigned from the Commission’s staff, Hickey was 
retained as an independent engineer to make a valuation study of 
United and to testify on it before the Commission in 1942. In the 
spring of 1943, Hickey was elected president of United. 

E. Carey Kennedy resigned from the Commission’s staff in 1944 
to become assistant to the president of United. In 1946, he was elected 
vice president of that corporation. 

Roll resigned from the Commission’s staff in 1942. He came to 
United as Hickey’s assistant in 1947, 


? Burns’ statement, pp. 3, 4. 
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Slater resigned from the Commission staff in December 1950 to 
accept the position of assistant general counsel with Niagara Mohawk 
Power Corp. Burns stated that “United Corp. had nothing whatso- 
ever to do with the employment of Mr. Slater by Niagara Mohawk. 
That company’s management is entirely apart from United. At least 
since early 1950, w hen Mr. Hickey and I resigned from the Niagara 
Hudson board, United has been completely divorced from the man- 


agement of that system and has had no voice in its corporate 
decisions.” 


TESTIMONY OF RANDOLPH PHILLIPS 


Randolph Phillips, a minority stockholder of United Corp., testi- 
fied before the subcommittee on January 14, 1952. Early in his testi- 
mony, Phillips made many general charges, including charges of 
fr: aud, perjury, and favoritism. He also charged the existence of what 
he termed an “influence ring” which allegedly exercised control over 
the Commission. Later on in his testimony, however, he characterized 
these charges as only “leads.” 

Phillips told the subcommittee that all of his charges relating to 
the Commission’s decisions in the United Corp. are matters before 
the Circuit Court of Appeals for the District of Columbia. As of 
this writing, the circuit court has not yet rendered its decision in 
this case. 


Phillips stated : 


* * * We are currently litigating the issues in the SEC decision, and I 
would prefer that these briefs, copy of which I provided the chairman, be taken 
as an actual statement of our position on these matters, and I do not like to 
be in the position of seeming in any way to litigate our case before a congressional 
committee, because we have appealed to the court. * * ** 


He added: 


* * * The issues are all coming to a head in the circuit court here, and I 


believe the issues in this case will resolve the questions that I have been dis- 
cussing. * * *° 


His charges of favoritism and influence, he said, were based “neces- 
sarily partly on hearsay and partly on knowledge.” 


I make it (these charges) knowing full well the responsibilities of a con- 
gressional committee, because I worked for a congressional committee and I 
know that in a matter as serious as this such things as hearsay must be de- 
veloped by competent counsel, working for the committee, and I can, at the 
most give you leads.® 


He further added: 


The only case I have personal knowledge of—that is, having been in it— 
is the United case." 


In a summation of his testimony, he said: 
* * * T don’t want to indicate that I am supplying | you with the truth; 
I am supplying you with leads, as I understand it * * 


* Burns’ statement, p. 16. 
4 Transcript, pp. 284-285. 
5 Transcript, p. 327. 
® Transcript, p. 313. 
7 Transcript, p. 323 
8 Transcript, p. 407. 
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CONCLUSION 


Practically all charges alleging misconduct on the part of the Com- 
mission in its proc eedings in the United Corp. case had previously 
been made by Phillips in the various Federal courts in litigation 
involving the United Corp. Phillips stated that he did not want 
to litigate his case before the subcommittee. He added that the issues 
in the United case 
are all coming to a head in the circuit court here, and I believe the issues in 
this case will resolve the questions that I have been discussing.” 


As one of the parties to litigation involving the reorganization of 
the United Corp., Phillips was an interested witness, and his charges 
must be considered in that light, since he had prospects of a pecuniary 
gain. Phillips did not present us with concrete evidence to support 
his allegations of wrongdoing on the part of individual Commissioners 
or of staff members. Each of the persons we were able to examine 
vehemently denied Phillips’ charges gainst them. Phillips acknowl- 
edged that he was not supplying “the truth” but was merely supplying 
“leads.” The “leads” which we were able to examine did not support 
Phillips’ allegations. 

Phillips admitted that his allegation that certain-named individuals 
exercised improper influence on the Commission was based partly on 
hearsay and partly on knowledge. He further added that the only 
case of which he had personal knowledge was the United case. With 
respect to other cases where Phillips alleged the exercise of favoritism 
and influence, such allegations, he said, were based on “sheer belief, 
because I don’t have any information as to those cases.” 

We are of the opinion that Phillips did not present the subcom- 
mittee with any credible evidence supporting his allegations of im- 
proper influence, laxity, inefliciency, etc., which he attributed to the 
Commission and other individuals mentioned. We were unable, be- 
cause of our very limited staff, to examine and run down the numerous 
charges and accusations made by Phillips. The files in the United 
case are very voluminous, and it would take many months of pains- 
taking search and study before we could complete the examination 
of those files with any degree of thoroughness. However, we do feel 
that some further study should be made of Phillips’ charges, not 
because we are impressed with his testimony but because we feel that 
the dissolution of the United Corp. might well have provided oppor- 
tunities on the part of former SEC staff members to use improper 
influence. The circuit court of appeals’ decision in the pending case 
will doubtlessly throw further light on this question. 


® Transcript, p. 327. 








WEST KENTUCKY COAL CO. 


The subcommittee had occasion to examine into some aspects of this 
company under the plan, approved by the Commission, which pro- 
vided for the divestment of the securities of West Kentucky Coal Co. 
from the North American system. Executive hearings were held May 
12, 1952, which were attended by Messrs. Harry W. Irwin, Abe Fortas, 
Milton F reeman, and Cyrus 8. Eaton; by Messrs. James F. Fogarty 
and Hugh B. Baker, directors of West Kentucky; by Commissioner 
Donald Cook and Mr. Morton Yohalem, of the Commission; and by 
Hon. Carl D. Perkins, of Kentucky. 


Presented herewith is a digest of the testimony offered on that date. 
Digest of testimony 


A prepared statement was read to the subcommittee by Mr. Harry 
W. Irwin, an employee and stockholder of Chertsey Corp., which is a 
substantial owner of the common stock of West Kentucky.’ acquiring 
in the months starting in September 1951.2 Mr, Cyrus S. Eaton and 


family have a substantial interest in the stock of Chertsey Corp.,3 and 
own the stock of Sagamore Summit Co., which company owns some 
17,000 shares of West Kentucky.* 

Mr. Irwin said: 


I am intereseed in seeing to it that there shall be an opportunity for representa- 
tion by mine or the groups in the West Kentucky Coal Co., independent of North 
American Co. domination, which has continued for so many years. 

The situation has not been changed since the SEC ordered distribution of the 
stock. The stock was distributed, but the control remains the same. The SEC 
has, to my knuwledge, for many years, insisted that cumulative voting is neces- 
sary and proper in corporations under their jurisdiction. 

I understand that the SEC made an exception in the West Kentucky Coal 
apa, @ oo SF: 

It sems to me the only way that the West Kentucky Co. can be assured that 
its operation is not being subverted to financial interests in New York is to allow 
independent stockholders not connected with Mr. Fogarty, Mr. Williams, or 
any other member now on the board, to have a chance to examine into the fair- 
ness of all transactions of the company. 

I think that the SEC should now admit that it was imposed upon by the North 
American Co. It should reopen the case and should insist on cumulative voting 
and other safeguards to prevent the company in which I and my employer own 
stock from being dominated by a board of directors selected by the Harrison 
Williams group, and whose interest is in the emoluments of their positions rather 
than in their stock holdings.® 


Previous to such testimony before the subcommittee, counsel for 
Sagamore Summit Co. had conferred with and written to members 
of the Commission’s Public Utilities Division, asserting that certain 
other directorships held by Mr. James F. Fogarty, a director of West 


1 Transcript, May 12, 1952, p. 2064. 
2 Ibid., p. 2067. 


§TIbid., p. 2064. 
‘Letter from Mr. Abe Fortas, counsel for Sagamore Summit Co., to Mr. John B. Morris, 


Securities and Exchange Commission, April 22, 1952, transcript, p. 2074. 
5 Transcript, pp. 2064-2066. 
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Kentucky, violated the conditions imposed by the Commission in 
the West Kentucky divorcement from North American that the con- 
tinued common control by North American could be partially remedied 
by the requirement of a cumulative voting provision for West Ken- 
tucky stock, and that the annual meeting of West Kentue ky on May 
13, 1952, be postponed until the Commission take action in connec- 
tion with these two matters. On April 22, 1952, Mr. Abe Fortas con- 


“as 


firmed such conferences by writing as follows: 


The annual meeting of West Kentucky Coal Co. is now scheduled for May 13, 
1952, and Mr. John F. Fogarty is a nominee for relection to the board of 
directors. 

It is suggested that the meeting be postponed; that action be taken by the 
Commission pursuant to its reserved powers under release 9237 under the Public 
Utility Holding Company Act of 1935 to discontinue the membership of Mr. 
Fogarty on the board of directors and to compel the adoption of regulations pro- 
viding for cumulative voting in that corporation, and that other appropriate 
action be taken to sever West Kentucky from affiiation with North American 
Co. and its past and present subsidiaries. 

The reasons therefore are that Mr. Fogarty was required by the Commission 
to sever all his connections with North American Co. and its past or present 
subsidiaries, as a condition of remaining on the board of West Kentucky Coal 
Co. Mr. Fogarty has violated that condition by accepting election to the board 
of the Cleveland Electric Iluminating Co., a former subsidiary of North Ameri- 
can Co., within a few months after the condition was imposed. 

Mr. Fogarty’s action, together with the fact that he remains on the board 
of directors of Detroit Edison Co., another former North American subsidiary, 
indicates that the former units of the North American system remain under com- 
mon control of the same group which controlled them at the time of the enact- 
ment of the Holding Company Act and before the various divestments of secur- 
ities which the Commission has required. It is suggested that this situation may 
be partially remedied by a cumulative voting provision which would permit repre- 
sentation on the West Kentucky board to interests which have not been connected 
with the North American Co. Such interests would be in a position to check the 
continuance of central control of units of the North American system. 

It is understood that the Commission has previously taken action on West 
Kentucky, relaxing its normal requirement of cumulative voting. This was, how- 
ever, done on the express or implied representation that there would be a dis- 
continuance of common dominance of West Kentucky and other units of the 
former North American group. The facts which are mentioned above seem to 
us an adequate reason for reconsideration of this decision and the imposition of 
a cumulative voting requirement and other action designed to limit if not to 
prevent continued control of the North American system by the same group. In 
any event, it seems clearly imperative that the Commission should not permit 
the stockholders’ meeting to go forward with the result that Mr. Fogarty will be 
reelected to the West Kentucky board.® 


Mr. Morton E. Yohalem, Director of the Division, replied under 
date of May 2, 1952, as follows: 


Receipt is acknowledged of your hand-delivered letter, dated April 22, 1952, 
addressed to Mr. Morris. 

You state that your client, Mr. Cyrus S. Eaton, has a substantial interest in the 
above-named company which your associate Mr. Milton V. Freeman advises us 
was acquired in the open market and not as the result of the distribution of 
West Kentucky stock by the North American Co. You request the Commission 
to take appropriate action so as to provide for cumulative voting in the election 
of directors. You also state that Mr. Fogarty has violated a Commission directive 
inasmuch as he is also a director of the Detroit Edison Co. and Cleveland Electric 
Illuminating Co., both former subsidiaries of the North American Co. 

As you point out in your letter, the Commission was aware of the fact that 
West Kentucky's charter did not provide for cumulative voting when it approved 
North American’s plan for the distribution of the West Kentucky stock. For 





* Addressed to Mr. John B. Morris, SEC, from Arnold, Fortas & Porter, by Abe Fortas, 
transcript, pp. 2074-2076. 
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reasons which the Commission deemed adequate after careful consideration at 
the time, it determined that the plan could be approved although it did not 
propose the adoption of cumulative voting. 

Insofar as Mr. Fogarty is concerned, if you will examine the terms of the 
amended plan, which the Commission approved after extensive public hearings 
and after its opinion in the matter was issued, you will find that the plan provides 
that no director of North American or its subsidiaries shall be a director of West 
Kentucky. Since Mr. Fogarty is no longer a director of North American and 
since Detroit Edison and Cleveland Electric are no longer subsidiaries of North 
American, there would appear to be no violation of either the terms of the plan 
or the Commission’s order approving the same. However, we are calling to the 
Commission’s attention the fact that Mr. Fogarty is a director of three former 
subsidiaries of North American for whatever action the Commission feels is 
necessary and appropriate under all the circumstances." 


Mr. Fortas replied to this letter by writing: 


* * * Regardless of whether there has been compliance with the specific 


prohibitions of the Commission’s order, the purposes of that order and of section 
11 (b) have not been carried out. Accordingly, we believe the Commission should 
exercise its reserved power under Release No. 9237, “to take such further action 
as it may deem necessary or appropriate to effectuate the provisions of section 
11 (b) * * #8 


Mr. Fortas continued: 


The fact is that Mr. Fogarty’s appearance on the board of three subsidiaries of 
North American is a clear indication that the purpose of the Commission’s di- 
vorcement order was not carried out by the mere distribution of stock of the 
West Kentucky, and that the same group remains in control of various subsidi- 
aries of the old North American Co. Accordingly, I repeat my suggestion, which 
I respectfully request that you transmit to the Commission, that the meeting now 
scheduled for May 13 be postponed, that the Commission exercise its powers to 
compel cumulative voting in West Kentucky, and take such other action as is 
appropriate to assure independent representation on the board of the West 
Kentucky Coal Co., and otherwise to sever the common control of units of the 
old North American system. 

I eall to your attention and that of the Commission that the West Kentucky 
meeting is now scheduled for May 13 and that any action which the Commis- 
sion “feels is necessary or appropriate under all the circumstances” should be 
initiated before that date.’ 


The Commission, through its secretary, replied to this letter, as 
follows: 


This is in reply to your letter of May 3 addressed to Morton E. Yohalem, 
Director of our Division of Public Utilities, in which you request that the Com- 
mission take appropriate action to have the annual meeting of West Kentucky 
Coal Co., scheduled for May 138, next, postponed, that the Commission exercise its 
powers to compel cumulative voting in West Kentucky and “take such other action 
as is appropriate to assure independent representation on the board of the West 
Kentucky Coal Co., and otherwise to sever the common control of units of the 
old North American system.” 

The Commission has directed me to inform you that in connection with your 
letter of May 3 it has again considered your letter of April 22, and Mr. Yohalem’s 
reply thereto. The Commission concurs in the views expressed by Mr. Yohalem 
as regards cumulative voting in West Kentucky’s charter and has no further 
couments to add. The Commission has been advised of Mr. Fogarty’s director- 
ships and has the latter matter under advisement for whatever action it deems 
necessary and appropriate.” 


It appears that the points advanced in such testimony may be cen- 
tered around these four major items: (1) That the Commission take 
action to sever the continued common control of West Kentucky and 


7 Addressed to Abe Fortas, Esq., transcript, pp. 2077, 2078. 

S'To Mr. Yohalem, May 13, 1952, transcript, p. 2079. 

®* Ibid., transcript, pp. 2079-2080. 

” Mr. Orval L. DuBois, secretary, to Abe Fortas, Esq., May 8, 1952, transcript, pp. 2081, 
2082. 
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the North American system; (2) that the Commission exercise its 
powers to compel cumulative voting in West Kentucky so as to assure 
independent representation on its board; (3) that the Commission 
reserve the right in its disposition of the West Kentucky case under 
the Utility Act to reopen the case; and (4) that the Commission take 
action to postpone the May 13 annual meeting pending the Commis- 
sion’s taking of the other action requested. 

The remainder of the testimony before the subcommittee thus may 
be summarized around these focal items, both as to assertions made 
and as to replies by representatives of West Kentucky and of the 
Commission. 


Common control of North American and West Kentucky 


Representative Carl D. Perkins, of Kentucky, stated to the sub- 
committe that James F. Fogarty, Harrison Williams, and their North 
American colleagues continue their control over the vast North Ameri- 

‘an system,” that though Cleveland Electric Illuminating Co., Detroit 
Edison Co., and West Kentucky Coal Co. are theoretically free of 
control by North American by way of stock ownership, they still are 
under such control through directorships and otherwise.” 

Mr. Irwin stated that the West Kentucky board of directors was 
selected by the Harrison Williams group.** He referred to Director 
Hugh B. Baker as having been associated with companies identified 
with the North American system.* He stated that Director John 
N. Worcester “is a nominee and lawyer for Mr. Bennett, who is an 
officer and director of the present North American Co.” He stated 
that President Hooper Love, and executive vice president Mark E. 
Eastin, Jr., “have been associated with the West Kentucky Co. for a 
great many years in an operating capacity when it was owned, lock, 
stock, and barrel, by the North American Co.” He stated that Al- 
bert E. Taylor and Paul A. McHugh, two individuals, are employees 
of and transfer agents for North American Co. and also act as transfer 
agents for West Kentucky,” which “would give them at all times the 
opportunity to carefully watch the transfers, the shifting of stock 
ownership, of the West Kentucky Co. It would tie in and give in 
actual effect a very close alliance on the stock transfer mac hinery.’ - 

On the subject of the use of the same transfer agents, the following 
colloquy occurred : 


Mr. Bennett. Mr. Fortas, what advantages would accrue to the North Amer- 
ican Co., in your opinion, by virtue of West Kentucky Coal Co. using the same 
transfer agents? 

Mr. Forras. When those agents are individuals, Mr. Congressman, I believe 
that it has a substantial importance to a controlling group, for the reasons Mr. 
Irwin stated. 


1! Transcript, p. 2060. 

2 Thid., pp. 2061-2062. 

8 Transcript, p. 2066. 

144 Transcript, pp. 2089, 2093-2094, referring to Blue Ridge Corp 

% Tbid., pp. 2089, 2092-2093. 

16 Thid., pp. 2090-2091. 

17 Transcript, pp. 2094-2095. 

18 Ibid., p. 2096. In speaking of the transfer agents Mr. Fortas said: ‘““* * * it Is 
another indication of continuing control, and that the purpose of the statute and the pur 
pose of the Commission's order, namely, to secure the severance of control by the Nortl 
American group, has not been achieved: and that the fact that these two gentlemen an 
transfer agents of North American and of West Kentucky Coal Co. is an evidence of th 
and also that it is a fact in itself. It is not only an evidence that there is a continuation 
of controlling interest, but it is also in itself a fact of considerable importance.” P| 
2098-2099. 
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That is to say that the individuals are in a position to inform the controlling 
group at all times and from day to day as to transfers of the stock. 

Now, that is a convenience, if you like, but it is a very important convenience 
to the controlling group. 

It also may reflect in some situations, I cannot say whether this is a sig- 
nificant fact or not. 

But it may also reflect in some situations one of the important emoluments 
of control. That is to say. transfer agents get paid. It is a lucrative post. 
Trust companies compete for the transfer agent business of corporations, and 
individuals like to have it. So that it is something that is a lucrative post that 
the management of a corporation has at its disposal. 

So both in terms of convenience, in keeping informed currently as to stock 
transfers, and in terms of something that can be passed around and that is 
worth money, it is an important factor. 

Mr. BENNETT. Does it have anything to do with control? 

Does such an arrangement give the North American Co. indirectly any influence 
in the management of the West Kentucky Coal Co., that you can see? 

Mr. Forras. If you start with the premise, as we do, Mr. Congressman, that 
the North American group is in control of West Kentucky Coal Co., having two 
North American individuals as transfer agents enables the controlling North 
American group to obtain information from day to day as to transfers of stock. 
Who is getting the stock, whether there is any accumulation of stock, and so on. 
And then they can gear their policy, their dividend policy and what not, in 
accordance with whether they believe there is any danger that any groups of 
stockholders are getting large enough or important enough to challenge their 
complete control of the corporation. 

So that, in my opinion, it is a significant fact with respect to control; because 
it facilitates the dominant group perpetuating itself in control of the corporation.” 

s cs oh * + * ~ 


Mr. Forras. No, but the point here, Mr. Chairman, as I see it, is that you have 
a small group of people who neither own nor represent a significant amount of 
stock. 

This small group of people is interested in keeping itself in control of this 
company, and having current and day to day information as to the movement 
of the stock and who is acquiring the stock and how the stock is being transferred 
on the books is helpful to those people in maintaining control.” 

Further allusion was made by Mr. Irwin to the occupancy by West 
Kentucky of any office in the North American building at 60 
Broadway.” 

Reference was made by Mr. Fortas to the Commission’s having 
required Mr. James F. Fogarty, long-time officer and director of North 
American, “to sever all his connections with North American Co. and 
its past or present subsidiaries” as a condition of becoming a member 
of the West Kentucky board in October 1949, and that in January 
1950 Mr. Fogarty was elected to the board of Cleveland Electric 
Illuminating Co.” In this regard Mr. Fortas stated: 

Now, the minimal position here is that Mr. Fogarty should not be selected to 
the West Kentucky board, that he is a member of the board of Cleveland Electric 
Illuminating Co.; that it is a violation of the Commission’s order, at least in 
spirit * * * for Mr. Fogarty to be elected to and to serve on the West Ken- 
tucky board while he is a director of Cleveland Electric Illuminating.” 

Subsequently, Mr. Fortas read into the record an excerpt of the Com- 
mission’s Release No. 9190, dated June 24, 1949, under the Public Util- 
ity Holding Company Act: 

“As stated, we have ordered North American to sever its direct and indirect 
relationship with West Kentucky. The plan will accomplish the divestment of 


® Transcript. pp. 2100-2102. 
» Ibid., p. 2103. 


21 Ibid., pp. 2099-2100. 
3 Ibid., pp. 2075-2087, 2105-2111. 
* Ibid., pp. 2105-2106. 
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the securities of West Kentucky from the North American system, but it is 
deficient insofar as it makes no provision for terminating interlocking relation- 
ships between West Kentucky and other companies now or formerly in the North 
American system. It has been our policy to require some mechanics to provide 
for termination of interlocking directorates and other relationships when a sub- 
sidiary is about to be disposed of by a holding company pursuant to the require- 
ments of section 11. We shall not approve the plan, therefore, unless it is also 
amended to provide that prior to the distribution of West Kentucky securities by 
North American, all interlocking relationships between West Kentucky and North 
American, including its present and former subsidiaries, shall be terminated, and 
that at least a majority of the new board shall not be employees of West Ken- 
tucky. To assure this result, we shall require that prior to the distribution of 
the West Kentucky stock, North American submit to us a list of nominees for the 
new board of directors of West Kentucky.” * 


Mr. Fortas at this point continued: 


Now, Mr. Chairman, it seems to me perfectly clear that it was the purpose of 
the Commission to make certain that all interlocking relationships, including 
interlocking directorates, between West Kentucky and North American, including 
its present and former subsidiaries, should be terminated. 

It also seems to me clear that if the Commission had had before it at this time 
the fact or the prospective fact that Mr. Fogarty was going on the board of 
Cleveland Electric Illuminating Co., which was a subsidiary of North American, 
it would not have allowed him to go on the board of West Kentucky.” 


In commenting on this release, Mr. Yohalem referred to a subse- 
quent Commission order which finally approved the plan offered on 
West Kentucky, and covered Mr. Fogarty’s directorship: 


Mr. YOHALEM. What Mr. Fortas read to you from was the Commission’s opin- 
ion, which indicated that it was not approving the plan at that time, but that it 
would if certain amendments were made. 

Now, we have to go back a little bit in history. 

A year earlier than this opinion, or 2 years earlier, the Cleveland Flectric 
Illuminating Co. was divested out of the North American system. And at 
that time, the Commission required a termination of all interlocking relations 
between North American and Cleveland; and in that connection, it required that 
Mr. Fogarty elect whether he would go with Cleveland or with North American. 
He elected to remain with North American and resign from the Cleveland board, 
as I recall it, or at least did not go on the Cleveland board. 

However, after what Mr. Fortas has just read to you was written, amend- 
ments were filed to the West Kentucky plan, but at that time the Commission, 
as I stated a few moments ago, was informed, or became aware, that Mr. Fo- 
garty was still a director of the Detroit Edison Co., a former subsidiary of the 
North American Co., and therefore it did not insist on compliance with this 
requirement in connection with approving the West Kentucky plan. 

Mr. HELLER. Was that ever amended? 

Mr. YOHALEM. Yes, amendments to that plan were filed, and that plan was 
approved by the order of the Commission of July 20, 1949. 

And subsequently, or at that time, there was submitted to the Commission the 
slate of directors for the West Kentucky Coal Co. 

At that time, Mr. Fogarty was required again by the Commission to elect be- 
tween remaining a director of the North American Co. or of going with the West 
Kentucky. 

He elected to resign his offices in the North American Co. and go with West 
Kentucky. 

Now, that conduct, that solution of this problem, was compatible with the 
pattern which had been followed by the Commission in innumerable cases of 
divestment pursuant to section 11. 

The subsequent return of Mr. Fogarty to the Cleveland board does raise a 
problem, and it is that problem, as well as his continuing directorship in the 
Detroit Edison Co., which the Commission now has under consideration. But 
it does not follow from that that he is not qualified to serve as a director of West 


* Ibid., pp. 2120-2121. 
* Ibid., p. 2121. 
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Kentucky Coal, or that the Commission would be justified in taking any action 
with respect to the West Kentucky Coal Co.” 


Commissioner Cook also indicated his opinion concerning any vio- 
lation of the Commission’s order in the West Kentucky case by virtue 
of Mr. Fogarty’s directorships: 


Mr. HELLER. Now, the situation being as I just described, would you say that 
Mr. Fogarty’s association with the Detroit Co., with the Cleveland Co., former 
subsidiaries of the North American Co. as well as West Kentucky—would those 
facts, in your opinion, constitute a violation of the 1949 order? 

Commissioner Cook. No, sir, I have just read the order hastily while sitting 
here, and I find nothing in the order with regard to any of the matters adverted 
to by Congressman Staggers. 

Mr. Herter. Does it, in your opinion, Mr. Chairman, form a basis for reopen- 
ing these proceedings? 

Commissioner Cook. With regard to West Kentucky? 

Mr. Hetrer. Yes. 

Commissioner Cook. No, sir.” 


In passing it may be noted that while the Commission apparently 
takes this position regarding Mr. Fogarty’s directorships on West 
Kentucky and on other former subsidiaries, the Commission has under 
consideration the matter of the situation of Mr. Fogarty being on the 
boards of Detroit Edison and of Cleveland Electric.* ‘The reelection 
in 1950 of Mr. Fogarty to the Cleveland board appears to have been a 
matter of which the Commission only recently has been informed.” 

Mr. Fogarty commented on the effect of the Commission’s orders, 
as follows: 


Mr. Heiter. You are familiar with the 1949 order of the Commission, are 
you not? 

Mr. Fogarty. In general, yes, sir. I was at the time it was issued, perhaps 
I should say. 

Mr. Heiter. Do you interpret that order as a prohibition against your being 
on the board of North American? 

Mr. Foaarty. Yes, sir. 

Mr. HeLLer. How about on the board of the Detroit Co.? 

Mr. Fogarty. No, sir. I do not so interpret the order. 

Mr. Hetrer. How about the Cleveland Co.? 

Mr. Focarry. I do not interpret the order to prohibit my being a director of 
the Cleveland Co. 

Mr. HELLER. Can you tell us how you distinguish the interpretation? 

Mr. Fogarty. Because the order specifically provided that I couldn’t remain 
on the North American board and on the West Kentucky board, so I elected to 
continue with the West Kentucky and resign from North American. There is 
nothing in that order that relates to my directorship in Detroit Edison or Cleve- 
land. 


Mr. Fogarty testified that he had no relationships or connection at 
the present time with the North American system, only relationships 


6 Thid., pp. 2122-2123. 

7 Transcript, pp. 2144--2145. The memorandum submitted to the subcommittee by the 
Division of Public Utilities, May 8, 1952, transcript, p. 2192, states: 

“At the time the West Kentucky stock was distributed, North American submitted a 
slate of candidates including Mr. Fogarty. It was stated that Mr. Fogarty would resign 
from the North American board, and it appeared that he had no connection with any 
subsidiary or former subsidiary of North American except Detroit Edison. Accordingly, 
the entire slate of candidates met all the requirements of both the amended plan and the 
Commission's order approving the plan. Although Mr. Fogarty is still on the board of 
Detroit Edison and has become a director of Cleveland Electric, since both Cleveland Elec- 
tric and Detroit Edison are no longer subsidiaries of North American, and since Mr. 
Fogarty has no connection with North American at the present time, there is no violation 
of any order of the Commission.”’ 

* Transcript, pp. 2123, 2142, 2145, 2151, 2153, memorandum, p. 2192. 

* Transcript, pp. 2109, 2111, 2112. 

© Transcript, pp. 2179-2180. 
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with former subsidiaries were with West Kentucky, Cleveland, and 
Detroit Edison," and that: 


I am not a partner of Harrison Williams, have never been, have not the 
slightest interest in any of his financial or personal matters. It just happens 
that I with thousands of other people happen to be a stockholder of some of the 
companies in which he was a stockholder. I have no other relation with him 
except as an officer, director, or stockholder of the same company.” 

Mr. Fogarty testified that none of the directors were holding their 
rights to the directorship nominally for other people;* that the costs 
of the transfer department were apportioned between North American 
and West Kentucky according to the volume of business done, resulted 
in substantial savings for both companies,“ and the arrangement had 
been approved by the Commission ;* and that the short-term tenancy 
of West Kentucky in the North American building was arranged in 
anticipation of North American being called upon shortly to divest 
itself of that building.*® 

In response to an invitation by Chairman Heller for comment on 
the matters which had been discussed before the subcommittee, Mr. 
Fogarty stated: 

Of course, the principal question before this subcommittee, as I understand it, 
is the alleged control of West Kentucky Coal Co. by the North American Co. or 
interests affiliated with the North American Co. There is no foundation in fact 
for that statement. The North American Co. exercises no control, directly, or 
indirectly, over the affairs of the West Kentucky Coal Co.*7 
Cumulative Voting 

Witness Irwin stated that the Commission, contrary to its insistence 
for many years on a provision requiring cumulative voting rights, had 
made an exception in the case of West Kentucky, and that the Com- 
mission should reopen the case to insist on such provision. 

Mr. Fortas stated that he had been told that certain members of 
the Commission’s staff had urged the Commission to require a cumula- 
tive voting provision for West Kentucky, but that the company had 
urged that the provision not be required on the reason advanced that 
there was a danger, as they saw it, that a competitive company might 
acquire a position on the company board.*® 

Mr. Fortas continued as follows: 

The SEC has commonly, as I understand it, at least in the case of utility 
companies, required cumulative voting provisions, and I am further informed that 
at least within recent years the Commission has gone so far as to require that 
the cumulative voting provisions in the charter of a company that emerges from 
a holding company proceeding cannot be eliminated except upon two-thirds vote 
of the stockholders. 

Now, in the West Kentucky situation, despite the recommendation of the 
staff, and because of the representation of the company, the cumulative voting 
provision was not insisted upon by the SEC in the West Kentucky Coal charter, 
and the company has operated without any provision for cumulative voting. 

The result of it, as Mr. Irwin’s statement makes clear, and as I heard the 
remarks of Congressman Perkins—he makes the same point too—the result of 
that elimination of the provision for cumulative voting has been a continuation 


1 Tbid., p. 2176. 

® Ibid., pp. 2171-2172. 

3 Tbid., p. 2177. 

* Tbid., p. 2178. 

% Tbid., p. 2179. 

 Ibid., pp. 2178-2179. 

T Ibid., p. 2188. 

8 Tbid., pp. 2064-2068. 

®Ibid., pp. 2071-2072. The company position was reaffirmed at the hearing by Mr. 

Fogarty. Transcript, pp. 2181-2182. 
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of the control of this company by the dominant personalities in the North Amert- 
can group.” 


Mr. Fortas urged the Commission to reconsider its decision regard- 
ing the nonprovision for cumulative voting in the West Kentucky 
ase in letters of April 22 and May 3, 1952.% Before the subcommittee, 
Mr. Fortas, in response to a question by Chairman Heller as to whether 
there was any difference in an industrial corporation as against others, 
when it comes to a matter of cumulative voting, said: 


Mr. Fortas., In this setting, I do not, Mr. Chairman. In this setting, it seems 
to me that it is the obligation of the Commission when it dissolves a holding com- 
pany system to see that the constituent companies are agreed on an equitable 
distribution of voting power, with an opportunity to all of the stockholders of the 
company to obtain some representation. 

It is also the obligation of the Commission, as I see it, under the mandate of 
the Congress, to make sure that the control of the holding company group is dis- 
solved in fact as well asin form. That is to say, to see to it that nonutility sub- 
sidiaries as well as utility subsidiaries are set free of the domination of the 
holding company and of the group of persons and interests who dominated the 
holding company. 

It also is clear to me that the Congress, when it set up the machinery of the 
Holding Company Act, intended the Securities and Exchange Commission to 
make sure that subsidiary companies, whether they are utility companies or 
nonutility companies, should be set free so that they could function as democratic 
companies. That is to say, as companies in which all of the stockholders have a 
real opportunity to participate in management, and to set them free so that the 
management will truly reflect the interests of the stockholding groups. 

That is not only my opinion. I thing it is clear from the act. 

And I also think that it has been the philosophy that the Securities and Ex- 
change Commission has reflected from time to time in its actions under the Hold- 
ing Company Act, and in its releases. 

What happened in this particular company was that the Securities and Ex- 
change Commission did not provide this particular and essential piece of ma- 
chinery, namely, cumulative voting.* 


The Commission policy with respect to generally requiring cumula- 
tive voting in companies released from its control under the Holding 
Company Act, was discussed by Commissioner Cook in response to a 
question by Mr. Staggers: 


Commissioner Cook. Well, Congressman, that has a very interesting history, 
with a provision so important, one might think that Congress, in passing the 
Holding Company Act, would have provided for it explicitly, and I have heard 
arguments to the effect that not having provided for it explicitly, there was no 
reason for its requirement under the statute. 

I have heard that argued very vigorously. I mention that only to let you 
know that that was always a vigorously debated question, as it has been, in- 
deed, out among the States. Some of the States require it, and some do not. 

Now, on anything as difficult and controversial as that, obviously a policy 
is not going to crystallize out in 15 minutes. 

It is going to be the result of slow growth. And indeed it was the result 
of slow growth, until, I am happy to say, at the present time, so far as I know, 
the policy is uniformly to require cumulative voting. 

But the uniform character of the policy at the present time should not lead 
one to lose sight of the difficulty in formulating and enforcing that policy over the 
years. 

I may say, just to show you that the lot of the administrator, like the police- 
man, is not a happy one—you know, in a way it is like the lot of a Congress- 
man. He is subject to all kinds of pulls and pushes and compulsions.* 





* Transcript, p. 2072. 

“ Letters to Mr. Morris and Mr. Yohalem, above referred to. 
“ Transcript, pp. 2083-2084. 

* Transcript, pp. 2133-2134. 
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In further response to a question by Mr. Staggers as to the reasons 
for an exception in the West Kentucky case, Commissioner Cook 


replied : 


Commissioner Cook. Well, Congressman, to begin with, the Holding Company 
Act is designed primarily to regulate utility holding companies and public util- 
ity companies. 

Now, the statute was drafted in such a way that there was included within 
the sweep of its terms jurisdiction over nonutility companies. 

The reason for that was, among others, that these nonutility companies com- 
prised a major portion of the assets in holding company systems, and it was 
thought that in order to insure the effectuation of the section 11 program on a 
proper basis, control over the nonutility companies would be desirable; although 
it is very interesting to note, as I think Mr. Fortas will remember, since at that 
time he was an Assistant Director of our Public Utilities Division—it is very 
interesting to note that in the early history of the Division the Commission pro- 
mulgated a rule, which exempted from the provisions of the statute all of the 
nonutility companies. 

Congress Was not particularly interested in nonutility companies. It was in- 
terested in them only as an incident to the regulation of the holding companies 
and the public utility companies.“ 


After further comment concerning the growth of Commission policy 
during the forties regarding a cumulative voting requirement for 
utility companies,” and the absence of Commission consideration of 
the problem in relation to nonutility companies,* in reply to a ques- 
tion by Mr. Bennett, Commissioner Cook indicated that it was his 
own belief that the Commission had had the authority to have required 
cumulative voting at the time the West Kentucky divorcement was 
being considered, but that now it lacked the authority to do so.* 


* Transcript, pp. 2135-2136. 

* Transcript, pp. 2136-2139. 

“ Transcript, p. 2139. More detailed discussion of the Commission’s position regarding 
nonutility companies is contained in the memorandum to the subcommittee from the 
Public Utilities Division, May 8, 1952, transcript, p. 2192, which states: 

“Although the Public U tility Holding Company Act of 1935 required the divestment by 
North American of its direct and indirect interest in West Kentucky, there is nothing in 
the act which specifically provides that West Kentucky was required to adopt provisions 
for cumulative voting prior to its divestment by North American. In its administration 
of the act, the Commission customarily requires that prior to divestment the charters of 
public utility companies be amended to afford the right to cumulative voting where such 
provisions are not unlawful under the laws of the States in which the utilities are incor- 
porated. Although West Kentucky is not a publie utility company, at the time the Com- 
mission was considering North American's plan for the disposition of its interest in West 
Kentucky, the question was raised by the Commission's staff as to whether the plan could 
be approved although it did not make provision for adopting cumulative voting in West 
Kentucky’s charter. The company objected to the adoption of cumulative voting for the 
reason that West Kentucky is an industrial company engaged in a highly competitive 
business as contrasted to a public utility company which has a monopoly. The manage- 
ment was fearful that a competitor of West Kentucky might be able to secure representa- 
tion on the board of West Kentucky and thus place the company at a competitive disad- 
vantage. North American’s position was that it would not voluntarily propose cumulative 
voting and that it would not proceed with its plan of divestment if the Commission were 
to insist upon such an amendment to the West Kentucky charter. 

“Although the Commission has taken the position in reorganization ef industrial com- 
anies under section X of the Bankruptcy Act that cumulative voting provisions should 
e adopted where such provisions are permitted under the laws of the State of incorpora- 

tion, the Commission in its judgment, based upon the facts then before it, determined that 
it was more in the public interest to secure an immediate divestment of West Kentucky 
from North American and a severance of all interlocking relationships between the two 
companies than to become embroiled in litigation with North American upon the question 
= — the Commission could or should require cumulative voting in West Kentucky’s 
charter. 

“It should also be noted in connection with the problem of cumulative voting that North 
American’s plan for the divestment of West Kentucky was approved only after due notice 
to all of North American's stockholders (who were to receive the West Kentucky stock) 
and after extensive public hearings at which representatives of the North American stock- 
holders appeared. No objection was raised by anyone, at that time, to the fact that the 
North American plan did not provide for amending West Kentucky's charter so as to adopt 
cumulative voting.” 

* Transcript, p. 2147. 

# Transcript, p. 2148. More detailed discussion of the Commission’s present authority 
over West Kentucky and the matter of cumulative voting is contained in the May 8, 1952, 
memorandum to the subcommittee from the Division of Public Utilities, transcript, p. 
2192, which states: 

“It has been alleged that the Commission has retained jurisdiction over West Kentucky 
and that it can now require the adoption of cumulative voting and also require that Mr. 
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Continuing Commission jurisdiction over West Kentucky 


Mr. Fortas advanced the argument that the Commission continued 
to have jurisdiction over West Kentucky inasmuch as in the order 
aproving the amended plan for distribution of West Kentucky stock, 
the Commission had reserved jurisdiction to reopen or take any further 
action that might be necessary in order to assure the carrying out of 
the provisions of section 11 (b) of the act.“ He stated that such 
reservation applied equally to nonutility as well as to utility sub- 
sidiaries of a registered holding company, equally therefore to West 
Kentucky as to Cleveland Electric.” 

On this subject, Commissioner Cook stated: “We have looked into 
the question of our jurisdiction over West Kentucky Coal Co. very 
carefully. And as to it, we have concluded that we do not have any 
legal authority with regard to West Kentcky.” He amplified this 
in response to questioning : 


Mr. StaGccers. Do you feel that the the Commission has carried out the objec- 
tives that Congress intended in this entire situation with regard to West Kentucky 
Coal? 

Commissioner Cook. In my opinion it has. 

Mr. SracGers. I mean by that a complete divorce. 

Commissioner Cook. That is my judgment. 


Mr. STaccers. And there is no part of that job that is unfinished under the 
release given out in July? 
Commissioner Cook. That is my opinion.” 


Fogarty cease to have any connection with Detroit Edison and Cleveland Electric. In 
the Commission's order approving the amended plan for the distribution of West Ken- 
tucky, the Commission reserved jurisdiction generally ‘to entertain such further proceed- 
ings, to make such supplemental findings, and to take such further action as it may deem 
appropriate in connection with said amended plan, the transactions incident thereto, and 
the consummation thereof, and to take such further action as it may deem necessary or 
appropriate to effectuate the provisions of sections 11 (b) and 13 of the Act.” Apart from 
any legal question as to whether under this reservation of jurisdiction the Commission 
could now reexamine its earlier determination with respect to the necessity of cumulative 
voting in West Kentucky’s charter, it should be noted that the present situation is mate- 
rially different than when the Commission previously considered this problem. Before 
the distribution of the West Kentucky stock, North American owned all of such stock, and 
it would have been a simple matter for it to adopt an amendment to the West Kentucky 
charter. However, now that the stock has been distributed to a great many stockholders 
the question arises as to how the Commission could do any more than require West Ken- 
tucky to submit such a proposed amendment to its stockholders with no assurance they 
would vote in favor of it. 

“Even assuming, however, that the Commission could impose the requirement of cumu- 
lative voting upon West Kentucky without a vote of stockholders, although it is no longer 
a subsidiary of a registered holding company, it should be noted that due process of law 
and section 11 (c) of the act would require an opportunity for hearing and a period of at 
least 1 vear for voluntary compliance by West Kentucky with the Commission's order. It 
should also be noted that in cases where charter protective provisions were required before 
divestment from holding-company control the Commission has never attempted to prevent 
stockholders from subsequently voting to remove such provisions after divestment. 

“Since the West Kentucky plan was approved only after due notice and opportunity 
for hearing, a stockholder of North American who received the West Kentucky stock from 
North American would be estopped from complaining about the plan at this date. Any 
stockholder who bought West Kentucky stock after the distribution by North American 
would seem to have no legal standing to make a collateral attack on the plan. 

“The fact that West Kentucky was formerly a subsidiary of a registered holding com- 
pany should not give any stockholder who bought West Kentucky stock on the open market 
any greater cause to complain about the absence of cumulative voting in West Kentucky’s 
charter than he would have in the case of countless other companies which do not have 
such provisions. It should also be noted that any stockholder of West Kentucky who 
wants cumulative voting can, under this Commission’s proxy rules promulgated under the 
Securities Exchange Act of 1934, require the company to submit such a proposition for a 
vote of the stockholders.” 

® Transcript, p. 2086. Release No. 9237, July 20, 1949, “te entertain such further pro 
ceedings, to make such supplemental findings, and to take such further action as it may 
deem appropriate in connection with said amended plan, the transactions incident thereto 
and the consummation thereof, and to take such further action as it may deem necessary 
or appropriate to effectuate the provisions of secs. 11 (b) and 13 of the act” (transcript, 
p. 2185). 

© Transcript, pp. 2156-2160. 

61 Thid., p. 2142 

& [bid., pp. 2166-2167. 
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Commissioner Cook stated that the reservations in the Commission’s 
order which had been referred to, related to servicing arrangements 
between the companies which would fall under section 13 and to work- 
ing out the disposition of certain coal properties, whether to West 
Kentucky or to Union Electric Co. of Missouri.®* He expressed doubt 
over whether under section 2 (a) and (b) of the statute the Com- 
mission could exercise any jurisdiction over a nonutility company,” 
and then stated that it could not: 


Mr. BENNETT. Then any hearing you had, as I understand you—and I am 
trying to get my own thinking clear—the Commission feels that insofar as 
Mr. Fogarty is concerned, it would only have the right to inquire into his 
connection with the Detroit Edison and the Cleveland Company, and not insofar 
as it related to his directorship on the coal company. Is that it? 

Commissioner Cook. Yes, sir. It leaves no basis under the statute for asserting 
any jurisdiction over the coal company, which is a nonutility company.® 


Action to postpone the May 13 annual meeting 

Mr. Fortas, under dates of April 22 and May 3, 1952, requested the 
Commission to postpone the annual meeting of West Kentucky so that 
the Commission might take action respecting the matters he had 
brought to the Commission’s attention.% This suggestion was brought 
up by Mr. Fortas in his testimony before the subcommittee: 


Now the difficulty here, and I state it quite frankly, is the matter of time. The 
election to the board of the West Kentucky Coal Co. comes up tomorrow. It is 
my impression, and I think this is very important, that the Commission staff was 
not aware of the fact that Mr. Fogarty had been elected to the board of Cleveland 
Electric Illuminating Co. until quite recently, and that now that the Commission 
is advised of that fact, I believe that it will carry out the purpose of its order 
and the purpose and intent of section 11 (b) of the Holding Company Act and 
advise Mr. Fogarty that he must not remain or must not be reelected to the West 
Kentucky board. 

Now, it is our position that in order to do this thing effectively and expedi- 
tiously, the Commission should use its best efforts to prevent the election of Mr. 
Fogarty to the West Kentucky board on tomorrow. And the way to do that 
is to have that meeting postponed. 

It is our position that unless that is done, the Commission has failed in its 
responsibilities.” 


58 Ibid., pp. 2165-2166. 

Ibid., p. 2153. Subsequently Commissioner Cook indicated that the Commission was 
possessed of a general power to conduct investigations : 

“So that the record will be entirely clear, I would like to tell the committee that I very 
sharply differentiate, and have done so in my testimony today, between having present 
jurisdiction over a company system, or an affiliate in a holding company system, and having 
the power to conduct investigations. The committee is no doubt aware, but I should like 
the record to include it in any event, that under sec. 18 (a) of the Holding Company Act- 
and I will read the language : : 

“ “The Commission, in its discretion, may investigate any facts, conditions, practices, or 
matters which it may deem necessary or appropriate to determine whether any person 
has violated, or is about to violate, any provision of this title, or any rule or regulation 
thereunder, or to aid in the enforcement of the provisions of this title in the prescribing 
of rules and regulations therefor recommending further legislation concerning the matters 
to which this title relates.’ 

“There is additional language to that section, but not pertinent in this connection” 
(transcript, p. 2196). 

55 Tbid., p. 2153. 

% Transcript, pp. 2075, 2080, 2161. 

* Ibid., pp. 2109-2110; also p. 2086. 

Mr. BENNETT. Just another question. Do you feel that this subcommittee has any legal 
authority, to put it that way, to interfere in this matter? 

Mr. Fortas. No, sir. I think that your subcommittee has the authority to observe the 
administration, and to investigate the administration of the Holding Company Act as 
well as other acts under the jurisdiction of the Commission, and it is my understanding 
that the purpose of the inquiry here is to ascertain whether the Commission has per 
formed its functions with respect to the West Kentucky Coal Co., and if not whether it 
proposes to do anything aboutit. (Transcript, pp. 2161-2162.) 
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In his testimony before the subcommittee, Mr. Yohalem expressed 
doubt as to the Commission’s power to do so: 


Mr. HELLER. Would it not be wise, under the powers granted you under the act 
to now say to the West Kentucky Co., “You hold up that annual meeting until 
we have looked into the merits of this entire controversy”? 

Mr. Youatem. Well, my judgment, Mr. Chairman, is that under the powers 
granted in the act, that might be considered taking liberties with those powers. 

Mr. HELLER. You have taken such liberties before, have you not? 

Mr. YouaLemM. Not that I know of, Mr. Chairman. 

Mr. Hetier. Well, if that would be taking liberties, then why do you state in 
your letter to Mr. Fortas that the Commission will take it under advisement? 

Mr. YoHALEM. Because, to me, at least, the obvious solution would be that Mr. 
Fogarty should cease to be a director of the Detroit Edison Co. and perhaps of 
the Cleveland Electric Illuminating Co. 

I don’t think that it follows from what you have heard that the answer is that 
Mr. Fogarty may not continue as a director of the West Kentucky Coal Co.” 

7 wo ” « * * * 

Mr. Straaccers. But I think it would be only fair if the Commission could suggest 
that this be held up until after the matter is investigated, until after a determi- 
nation is made. 

Do you not believe it might be, as you say, on the prima facie evidence? 

Mr. YoHALEM. I think, Mr. Staggers, that for an agency of Government with 
the prestige of the Securities and Exchange Commission to suggest that a meeting 
not be held requires the Commission to be satisfied that it has legal power.” 


Commissioner Cook testified that the Commission did not have the 
power to request postponement of the annual meeting, and should not 
ask the company to do so: 


Mr. BENNETT. But one of the things the committee is called upon to answer, I 
think, is whether it should ask your Commission to take some actions which would 
hold up the annual meeting, pending an investigation and further consideration 
by your Commission as to whether it has the power, No. 1, and as to whether it 
should permit cumulative voting. 

Commissioner Cook. We are satisfied that we don’t have the power, Mr. Chair- 
man, and we don’t have jurisdiction over this company. 

Mr. Bennett. Is that the view of the majority of the Commissioners? 

Commissioner Cook. Yes, sir; it is the unanimous view of all the Commis- 
sioners.” 

+ * + * + ” 


Mr. BENNETT. I take it that even though the committee asked the Commission 
to hold this up and reconsider the question of cumulative voting, your answer 
would be in the negative? 

Commissioner Cook. Oh, yes. It would. 

The Commission has always believed itself responsive to the legislative branch 
of the Government. 

And I think, as your chairman has heard me say on another occasion, we are 
cognizant of the fact that administrative bodies developed out of the legislature, 
when matters which were exclusively legislative in character, became so time- 
consuming and complex that Congresses and legislatures no longer had time to 
deal with them. 

And, of course, the difficulty of resolving some of the problems in the courts 
also produced the administrative body. 

We have always felt a kinship to the legislature. 

But although in the light of that we want in every way to do what we can to 
serve the Congress and to serve the House Interstate Committee and to serve 
your subcommittee, I know that you would not ask us to use the really awful 
power of the Federal Government in connection with the private affairs of an 
American corporation if we did not believe that we had jurisdiction over that 
company. 

And that is our belief. 


® Transcript, pp. 2118-2116. 
® Transcript, p. 211 
© Transcript, p. 3140. 
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Mr. Bennett. And did the fact that there is this question of interlocking direc- 
torates, about which Mr. Fogarty’s qualifications have been mentioned here—do 
you believe that would give the Commission the right to hold up the annual 
meeting of this company pending further study by the Commission? 

Commissioner Coox. Congressman, I just regret that I have to answer that 
question “No.” * 

* * « * * * 6 


Mr. BENNETT. Do you not regard the contention here on cumulative voting, 
and the contention that there is somehow or other some related management on 
the part of Mr. Fogarty and conflict of interest, insofar as these subsidiaries are 
concerned, as sufficient justification for the Commission requesting the West 
Kentucky Coal Co. to hold up its meeting? 

I am not talking now about a formal order. 

Commissioner Coox. I understand that, sir. I believe that we would be en- 
tirely unjustified in so doing. 

I think if we can’t find jurisdiction over the company, if we can’t find the 
power under our statute, it would be a dreadful usurpation to start asking 


companies to do this, or the other thing.” 


Mr. Bennett. You do not believe that the Commission has any authority to 
require the coal company to defer its meeting? 

Commissioner Coox. I so believe that; yes, sir. 

Mr. BennetTT. And for that reason you do not think that you ought to even 
ask them informally to hold it up? 

Commissioner Cook. I think if anybody wants them to hold up their meeting, 
they ought to ask them. 

Mr. BENNETT. You do not feel the Commission should be that party? 

Commissioner Cook. I do not, for the reason stated; that, not having the 
authority, I believe it would be a dreadful usurpation of power, for which we 
have in the past unjustly been criticized.” 


Following this testimony by Commissioner Cook, Mr. Fogarty was 
asked and replied to a question concerning the postponement of the 
meeting, as follows: 


Mr. HeEtier. Mr. Fogarty, in view of what has transpired here this morning 
and the evidence and testimony which you have heard, do you think you would 
consent, on behalf of the West Kentucky Co., to put your annual meeting over 
for 30 days? 

Mr. Fogarty. No, Mr. Chairman. I couldn’t make such a recommendation, 
The statements that have been made to you today are completely without foun- 
dation, which I hope to have an opportunity to prove to you.” 

Action subsequent to the subcommittee hearings 

Following the executive hearings on May 12, the subcommittee re- 
quested the Commission to reopen or to initiate hearings to determine 
whether there continued to exist common control among West Ken- 
tucky and North American Co. and its present or former subsidiaries, 
in a letter as follows: 

May 22, 1952. 
Hon. DonaLp Coox, 
Chairman, Securities and Exchange Commission, 
Washington 25, D.C. 

Dear Mr. Cook: With further reference to the executive session of the sub- 
committee on May 12 to consider the relationships existing among the West Ken- 
tucky Coal Co., Cleveland Electric Illuminating Co., Detroit Edison Co., North 
American Co., and other present or former subsidiaries of North American Co., 
the proceedings and orders of the Commission relating to these companies, and 
the observance of such orders: 

The subcommittee has noted that you now have under consideration the 
matter of the directorships held in Detroit Edison Co. and Cleveland Electric 





*! Transcript, pp. 2149-2151, 
© Transcript, pp. 2153-2154. 
® Transcript, pp. 2154-2155. 
* Transcript, p. 2155. 
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Illuminating Co. by Mr. James F. Fogarty, chairman of West Kentucky Coal Co. 
We shall welcome being kept advised of the extent and result of such 
consideration. 

In addition, following a perusal of the record of the May 12 meeting, the sub- 
committee has directed me to request you to reopen, or to initiate, whatever may 
be appropriate, proceedings to determine whether in fact there continues to exist 
common control, or community of interest effectively leading to such common 
control, whether by virtue of directorships, stock interest, or otherwise, among 
West Kentucky Coal Co., present or former subsidiaries of North American Co., 
North American Co., and interests identified with North American Co. either 
directly or through such companies as Blue Ridge Corp., Central States Elec- 
tric Co., American Cities Power & Light Co., New Empire Corp., and Shenan- 
doah Corp., in contravention of the Public Utility Holding Company Act of 1935. 

I shall appreciate your early advice as to your intention regarding this 

request. 
Very truly yours, 
Louis B. HELLER, 
Chairman, Subcommittee on Securities, Exchange Commission, 


Chairman Cook, of the Commission, replied on June 10 to the effect 
that the Commission had— 
under consideration the matter of the directorships held in the Detroit Edison Co. 
and the Cleveland Electric Illuminating Co. by Mr. James F. Fogarty, chairman 
of West Kentucky Coal Co. While the Commission has taken certain informal 
steps with regard to this situation, I am not in a position at this time to advise 
you as to what the outcome of these steps will be. However, I shall be glad 


to keep you informed as to the extent and result of these steps as soon as some- 
thing definite develops. 


Continued by outlining certain data with respect to the past and 
present status ‘of the sundry companies designated in the subcom- 
mittee letter, and concluded with this statement : 

In view of all these circumstances and until such time as information is dis- 
covered or brought to the Commission’s attention which would tend to indicate 
that the Commission could sustain the burden of proof imposed by the act in 
establishing the type of control mentioned in your letter, it is the opinion of the 
Commission that it would not be jusified in taking any other action than here- 
tofore taken or contemplated with respect to the subject of your inquiry.” 


CONCLUSION 


The committee is deeply concerned with the serious questions that 
have been raised as to the circumstances surrounding the divorce- 
ment of the West Kentucky Coal Co. from the North American 
system, and whether or not the intent of the law has been carried 
out. It is regrettable that the Commission in the intervening 6 
months, since this matter was brought to its attention, has failed to 
apprise the subcommittee of any action it has taken even in the limited 
area it agreed to review. 

We repeat the recommendation that we made in our letter of May 22, 
1952, that the Commission initiate appropriate proceedings to de- 
termine whether in fact there continues to exist common control, or 
community of interest effectively leading to such common control, 
whether by virtue of directorships, stock interest, or otherwise, be- 
tween West Kentucky Coal Co. and present or former subsidiaries 
of North American Co., North American Co., or interests identified 
with North American Co., in contravention of the Public Utility 
Holding Company Act of 1935. 


® Letter to Chairman Heller, June 10, 1952. 
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KAISER-FRAZER’S THIRD REGISTRATION STATEMENT 


The Commission has stated repeatedly that its investigation into 
the circumstances surrounding the failure of the third stock offering 
by the Kaiser-Frazer Corp. in 1948 has involved “a series of admin- 
istrative and court proceedings which, from the standpoint of sheer 
volume, have been among the most extensive in the history of the 
Commission.”* The subcommittee, therefore, decided to review this 
case, insofar as it involved the Commission’s participation, to see why 
the controversy has been so prolonged and so bitter. A factual state- 
ment on the filing and processing of the Kaiser-Frazer registration 
statement and events subsequent { thereto, prepared by the Securities 
and Exchange Commission, is shown in exhibit A to this case. 


CIRCUIT-COURT DECISION 


After our decision to review this case was made, the United States 
Court of Appeals for the Second Circuit handed down a decision on 
April 7, 1952, in Kaiser-Frazer Corp. v. Otis & Co., in which the court 
unanimously held that the underwriting contract between Kaiser- 
Frazer and Otis and the other underwriters was illegal of perform- 
ance because the Kaiser-Frazer prospectus was found to be materially 
misleading. The court said: 

* %* * Kaiser-Frazer stated its earnings in such a way as to represent 
that it had made a profit of about $4,000,000 in December 1947. This representa- 
tion was $3,100,000 short of the truth. Concededly, the profits for the year as a 
whole were substantially unaffected by the overstatement of December earnings, 
but the prospective purchaser was entitled to a full disclosure of all the facts 
that were known to the corporation at the time the prospectus was issued; and 
the corporation knew on February 3, 1948, that its profit for the month of 
December 1947 was less than $1,000,000. The source of the profit as stated in 
the prospectus for December could have been readily disclosed by a footnote to 
the earnings table. The footnote that appeared in the prospectus as issued was 
entirely insufficient for this purpose. No one reading it would have been put on 
notice that the actual profit for December was less than a-fourth of what was 
indicated by the table. 

o * * * = . * 

Any sale to the public by means of the ao age involved here would have 
been a violation of the Securities Act of 1983 (15 U. S. GC. A. see. 771 (2)). 
While it may be argued that the enforcement of the underwriting contract 
according to its terms would result only in the sale of the stock to Otis and 
that such a sale would not violate the act (see 15 U. S. C. A. see. 77 (d) (1)), 
we are satisfied that the contract was so closely related to the performance of 
acts forbidden by law as to be itself illegal. We cannot blind ourselves to the 
fact that the sale of this stock by Kaiser-Frazer, though, insofar as the particular 
contract was concerned, was a sale only to the underwriters, was but the initial 
step in the publie offering of the securities which would necessarily follow. 
The prospectus, which has been found to have been misleading, formed an 
integral part of the contract and the public sale of the stock by the underwriter 
was to be made and could only have been made in reliance on that prospectus 





1 SEC Sixteenth Annual Report, p. 58. 
53 
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(15 U.S. C. A. see. 77e (b) (2)). We therefore conclude that the contract was 
unenforceable and that Kaiser-Frazer was not entitled to recover damages for 
Otis’ breach thereof. * 


HEARINGS 


The subcommittee held nine executive hearings between June 11 
and July 2, 1952, on the Kaiser-Frazer registration statement and 
heard testimony from the Commission and its staff, including former 
Commissioners and employees who had passed upon or taken part in 
the processing of this statement, from William W. Werntz, an ac- 
countant who participated in the preparation of the Kaiser-Frazer 
registration statement, and from William R. Daley, president of 
Otis & Co. 

Charles W. Steadman, counsel for the Kaiser-Frazer Stockholders 
Protective Committee, requested permission, and was permitted to 
file a statement. 


KAISER-FRAZER’S EARNINGS STATEMENT 


Kaiser-Frazer’s original registration statement filed on January 
6, 1948, contained financial data up to November 30, 1947. The con- 
troversial data, which the circuit court of appeals found to be mislead- 
ing, were not contained in the original filing, but were supplied by an 
amendment to the registration statement filed on January 27, 1948. 

As amended on January 27, 1948, the prospectus included the fol- 
lowing summary of consolidated sales and earnings covering the period 
from its inception to December 31, 1947. This table of financial data 
shows the income, expenditure, and net profits for the 2 months ended 
November 30, 1947, of $9,406,478; for the quarter ended December 
31, 1947, of $13,415,861; for the 11 months ended November 30, 1947 
of $15,495,748; and for the year ended December 31, 1947, of $19,505,- 
131. A note 4 tothe table, keyed to the last quarter and the 12 months 
of 1947, reads as follows: 

(4) The tentative information for the quarter and year ended December 
31, 1947, reflects various substantial year end adjustments, including provision 
for certain reserves and a material increase in inventories to conform to the 
results of the complete physical inventory taken by the corporation as of Decem- 
ber 31, 1947. 

The Commission’s files contain no record of any letters or confer- 
ences subsequent to the receipt of the January 27, 1948, amendment, 
or any discussions with any representatives of the registrant with 
respect to the amendment or the summary of earnings contained 
therein. 


SUMMARY OF CONSOLIDATED SALES AND EARNINGS * 


The following summary reflects consolidated sales and earnings of the cor- 
poration from its inception to December 31, 1947. The information for the 
period ended December 31, 1945, and the year ended December 31, 1946, as 
shown in the table, and for the 6 months ended June 30, 1947 (as explained in 
note 2), has been prepared from profit-and-loss statements examined by Touche, 


* Kaiser-Frazer Corp. v. Otis & Co., 195 F. 2d 838, 843, 844. 

*On October 20, 1952, the Supreme Court denied Kaiser-Frazer’s petition for a writ of 
a to the U. 8. Court of Appeals for the Second Circuit in Kaiser-Frazer Corp. v. 
Jtis & Co. 

‘ Kaiser-Frazer Corp. prospectus dated February 3, 1948, p. 7. 
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Niven, Bailey & Smart and should be read in conjunction with the financial 
statements for such periods included herein and the accountants’ report thereon. 
The information shown in the table for the 11 months ended November 30, 1947, 
and the breakdown into the 3 fiscal quarters and the 2-month period comprising 
such 11 months, has been taken from profit-and-loss statements prepared by the 
corporation from its books and accounts, without audit, and should be read 
in conjunction with the unaudited 11-month financial statements and schedule 
included herein. The tentative information shown in the table for the quarter 
and for the year ended December 31, 1947, has been prepared by the corporation 
from its books and records, without audit, on the basis of a preliminary 1947 
closing made at January 23, 1948. 


Sales and | Sellingand| Other de- | 
















= miscella- Cost of ad minis- ductions | Net profit 
Period neous | sales | trative or credits* or joss* 
\ income | expenses net 
From Aug. 9 to Dec. 31, 1945. ............. | , 979 $224, 607 $551, 988 $7, 104 
Year ended Dec. 31, 1946____-- 7.972 | 28,092, 530 2, 940, 877 * 90, 754 
11 months ended Nov. 30, 1947 0,032 (204, 674, 595 6, 751, 960 637, 729 15, 
Quarter ended Mar. 31, 1947 2__.._-._._.| < 29, 366, 660 1,093, 542 81,127 | * 13, 236, 294 
Quarter ended June 30, 1947 ? 50, 255, 27 1, 640, 776 198, 641 11, 048, 255 
Quarter ended Sept. 30, 1947 ____- 67, 890, 777 2, 150, 261 209,388 | 18 277.309 
2 months ended Nov. 30, 1947__- 57, 161,884 | 1,867,381 148,573 | 19,406,478 
Quarter ended Dec. 31, 1947 4__- 84, 519, 665 3, 850, 916 213,121 |! 13,415, 861 
Year ended Dec. 31, 1947 4_. 232, 032, 376 8, 735, 495 702, 277 | 119,505,132 





' But for the operation of the loss carry-over provisions of the Internal Revenue Code, and the loss for the 
3 months ended Mar. 31, 1947, the profits shown above would have been subject to Federal income taxes in 
approximately the following amounts: 


Quarter ended June 30, 1947............---.----- $420, 000 


Geenenenencan PONG. soe us 3, 310, 000 
2 months ended Nov. 30, 1947_...-._.-- ated ew a de de aad iabiaanis a : 3, 765, 000 
nl a ea 7 7, 495, 000 


iin anh daeenem ie 1, 295, 000 


OR a ae spud clia of idaciiaalee ciatendi 6. 200, 000 

On a similar basis the Federal income taxes applicable to the quarter and to the year ended Dee. 31, 1947, 
would have been $5,365,000 and $7,800,009, respectively. 

3 The aggregate information for the 6 months ended June 30, 1947, agrees with the profit-and-loss statement 
for such period included herein and reported upon by Touche, Niven, Bailiy & Smart. Hoy ever, the segre- 
gation of such aggregate information so as to show the 2 quarters separately has been prepared by the cor- 
poration, without audit. 

3 The “excess of fair value of shares issued to Graham-Paige Motors Corp. over book amount of net tangible 
assets received therefor’ is to be written off by charges to profit and loss over a period of 5 years beginning 
Jan. 1, 1948. This will result in a charge of $542,943 annually. 

4 The tentative information for the quarter and year ended Dec. 31, 1947, reflects various substantial year 
end adjustments, including provision for certain reserves and a material increase in inventorics to conform 
to the results of the complete physical inventory taken by the corporation as of Dec. 31, 1947. 


SUMMARY OF TESTIMONY 


Chairman Donald C. Cook 


Chairman Cook of the SEC testified that he did not know what the 
facts were relative to the December 1947 earnings of the Kaiser-Frazer 
Corp., that he was not sure whether the facts, upon which the district 
court and the court of appeals had based their decisions in the Aaiser- 
Frazer Corp. v. Otis & Co. suit were all the facts, and he therefore had 
no opinion to express at this time whether the December 1947 earnings 
indicated in the Kaiser-Frazer prospectus were misleading. He stated 
that the Commission’s staff has been instructed to obtain all the facts 
relating to this matter. He added, however, that if the facts which 
are now known to the Commission are assumed to be coextensive with 
the facts known to the district court and the court of appeals and are 
all the facts relevant to the question of the December 1947 earnings, he 
would believe that the statement of earnings submitted in summary 
form on page 7 of the prospectus was misleading. Assuming that the 
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summary of earnings was misleading, he said, there would still remain 
the question as to whether or not the prospectus was misleading. He 
further added that he thought it would not be proper for him to testify 
on this question in view of the possibility that he may be called upon to 
express his opinion in the pending proceedings before the Commission. 

Chairman Cook made it clear that he felt that the Commission had 
been imposed upon in this registration statement. He said that the 
Kaiser-Frazer Corp. knew what the facts were as to the December in- 
come; the accountants knew the facts, and the underwriters knew the 
facts. The Commission, he contended, was not told these facts and 
“did not have the facts within their own control.” While Otis & Co. 
had knowledge of the facts (not “full knowledge” but “knowledge”), 
he said, they did not, at any time, complain to the Commission that the 
earnings statement was misleading. 

Chairman Cook added that the first time he had knowledge of the 
controversy over the December earnings was when he read the opinion 
of the district court sometime after July 2, 1951. 

Immediately following the decision of the circuit court of appeals 
on April 7, 1952, an undated and unsigned memorandum attributed to 
the Commission staff was prepared, in which the author or authors 


reviewed the Kaiser-Frazer registration statement in the light of the 


circuit court decision. This memorandum concluded as follows: 


* * * Since no sales were made under the subject registration statement 
and inasmuch as a new prospectus would be required before an offering could 
go forward, there appears to be no necessity for instituting administrative pro- 
ceedings at this time. 


Chairman Cook was asked whether he agreed with this conclusion. 
He stated very positively that this was not his view, that he personally 
intended to urge the Commission as strongly as possible to inquire into 
all of the facts surrounding the December 1947 earnings shown in the 
Kaiser-Frazer prospectus. 

Excerpts from Mr. Cook’s testimony of June 11, 1952, are as 
follows: 


Mr. Bennerr. What are the facts about the accuracy of the December 1947 
statement of profits? 

Commissioner Cook. As I have previously testified, we got, we have got a 
district-court case that held one thing, and we have a court-of-appeals opinion 
that holds another. 

Mr. Bennetr. Tell us about the Commission. 

Commissioner Cook. I do not know what the facts are; but, as I said, and 
as I said after reading the two decisions, we certainly are going to find out, 
and I for one am going to want to know just exactly what the facts are. 

Mr. Bennerr. Do you mean that the Commission does not have all of the facts 
available to it that each of the two courts had, the district court and the court 
of appeals, in arriving at their respective conclusions? 

Commissioner Cook. I do not say that, Congressman. 

Mr. Bennetrr. That is what I am talking about. 

Commissioner Coox. I did not understand your question.’ 

~ Ps * — * * * 

Mr. Bennett. Here is what I want to get clear in my own mind: The circuit 
court of appeals said this—and I am again referring to the language to which I 
have already read——— 

Commissioner Cook. Yes, sir. 

Mr. Bennerr (continuing). “For, regardless of whether its accounting system 
was a sound one, Kaiser-Frazer stated its earnings in such a way as to represent 


5 Transcript, p. 2108. 


th: 
se) 


di: 


or 
di: 
in 
m 


m: 
ha 
ha 


ca 


it. 
co 


th 
Sf 


w 
al 
al 
al 


Cc 


h; 
Ww 
Ww 


ei 





nain 

He 
tify 
mm to 
sion. 
had 
. the 
r in- 
’ the 
and 
7>°% 
re”), 
t the 


F the 
nion 


reals 
sd to 
hors 


F the 


ment 
could 
. pro- 


sion. 
ally 
into 
1 the 


1947 


rot a 
inion 


, and 
| out, 


facts 
court 


. 
ireuit 
‘ich I 


ystem 
esent 


STUDY OF THE SECURITIES AND EXCHANGE COMMISSION 57 


that it had made a profit of about $4,000,000 in December 1947. This repre- 
sentation was $3,100,000 short of the truth.” 

Now, I want to know, do you agree with the court’s conclusion, or do you 
disagree with it, or do you have any opinion about it? 

Commissioner Cook. I do not know whether it is $3,100,000 short of the truth, 
or $1,200,000 short of the truth, as the district court found, as I read from the 
district court’s opinion, or whether it is $10,000,000 short of the truth; and, as I 
indicated, I for one intend to find out exactly what its earnings were in the 
month of December. 

Mr. BeNNeETT. Don’t you have all of the facts before you now upon which to 
make such a determination? 

Commissioner Cook. How would we know? How would I know whether we 
have all of the facts before us? 

Mr. BENNETT. Maybe as an individual that would not be the case, because you 
have not been a member of the Commission during all of the time that this 
case has been up. 

Commissioner CooK. Congressman, let me try to help this thing along. I think 
your questions are the problem. I want to tell you everything we know about 
it, but if what you are asking is do we have all of the facts that the district 
court has, and that the court of appeals had, I would personally believe that 
the answer to that is “Yes,” and—— 

Mr. BeNNetTT. That is what I would think. 

Commissioner Cook. If we do not, we should. * * * if we do not, I would 
say that we ought to be charged with it, because it is a publie proceeding in- 
volving one of our cases. 

But, you see, the difficulty is I do not know whether all of the facts which 
went to the district court or the court of appeals are all of the facts about it, 
and in view of the very sharp conflict between the decisions in the district court 
and the court of appeals—not only conclusions, Congressman, but on the actual 
amount—I do not know whether the courts had all of the facts. 

Mr. BENNETT. I do not either; but do you? Is it your opinion and is it the 
Commission’s opinion that it does not have all of the facts upon which to base 
a decision in this case? 

Commissioner CooK. I have no opinion on that; but I can tell you what I do 
have an opinion on, and that is that we are entitled to have all of the facts, and 
we are going to get them, and we have set in motion machinery to insure that 
we do get them. 

Mr. BENNETT. I know, but you have just questioned the staff members here 
and they said that the Commission has all of the facts that were available to 
each of these courts. 

Commissioner Cook. Yes, sir. 

Mr. Bennett. And the question that I asked was, now, on the basis of the 
information that you have, which is the same information that the courts had, 
and without regard to whether there are any other facts or not, but confining it 
to those facts, what is your conclusion? Do you agree with the circuit court of 
appeals or not? 

Commissioner Cook. Congressman 

Mr. Bennett. I do not want to ask you an embarrassing question. 

Commissioner Cook. No, sir; it does not embarrass me. I am a kind of an 
innocent bystander on the Kaiser-Frazer matter. I came along to the Commis- 
sion years after this case was handled by the Commission. It will not embarrass 
me, 

Mr. Bennett. Now, there is nothing personal, so far as anyone is concerned. 

Commissioner Cook. I understand. The point that I am trying to make is 
this: That we are entitled to have all of the facts and that when we get all of the 
facts, I, for one, will come to a conclusion on it, and I have not come to any 
conclusion on it, because I do not have all of the facts. 

Now, maybe I can help it along this way: If you want to ask me a hypothetical 
question, namely, whether if we postulate that the facts which the district court 
and the court of appeals had, were all of the facts relevant to this question, and 
you want my opinion as to whether on that hypothetical statement of facts, I 
believe it was misleading, I will be happy to answer; but I cannot give you an 
answer as to whether it was or was not misleading without knowing all of the 
facts.° 


a s * . = o a 








* Transcript, pp. 2109-2113. 
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Mr. Bennett. * * * Taking the facts as we have them, and taking them 
as both of these courts had them, and as the Commission has now got them, what 
is your opinion? Do you agree that this prospectus was misleading, with respect 
to the matters I have referred to you, or not? Or, do you have another opinion? 

Commissioner Cook. I will have to answer it the best way I can, Congress- 
man. I mean, I cannot answer the question that way. But, I will say this, that 
if the facts which are now known to the Commission, which facts we will assume 
are coextensive with the facts known to the district court and the court of ap- 
peals, are all the facts relative to this question, I would believe that the state- 
ment of earnings submitted in summary form on page 7 of the prospectus was 
misleading. * * * JI indicated on his (Congressman Bennett’s) basic state- 
ment, that this summary of earnings was misleading. I did not state that the 
prospectus was misleading. There would still remain the question—— 

Mr. Hever. Is not that a part of the prospectus? 

Mr. Cook. Yes, sir. 

Mr. Heiter. Where is the distinction then? 

Mr. Cook. The distinction is that the prospectus contains a considerable 
amount of additional information, including the facts as to the earnings for the 
year ended December 31, 1947, and the question is whether that item which I 
have testified to, on the basis indicated, as being misleading, on those assumed 
facts, would make the entire prospectus misleading and hence justify the kind 
of decision which was rendered by the court of appeals. 

Now, I may say, as to that latter question I do not believe that it would be 
proper for me to testify, because in the pending proceedings that we have in 
regard to this matter, the Commission may be called upon to pass upon that 
very question, in my opinion, in a quasi-judicial capacity.’ 

* 7 * * * * ” 

Mr. BENNETT. * * * Let me eall your attention again to the circuit court 
of appeals’ opinion on page 12, referring to this third issue by Kaiser-Frazer, 
and the prospectus filed, we find this language. * * * “Any sale to the public 
by means of the prospectus involved here would have been a violation of the 
Securities Act of 1933, 15 U.S. C. A., § 77 1 (2).” 

Now, on a Similar assumption of facts—in other words, if you have before you 
the same information both of these courts had, do you agree or do you disagree 
with that conclusion? 

Commissioner Cook. That is the question, Congressman, that I indicated in 
my answer immediately preceding, is one of the questions which may be involved 
in the administrative proceeding and upon which the Commission may have to 
pass in a quasi-judicial capacity, and I think that it would be unseemly and 
improper for me to seek to answer that question in this hearing.® 

> ° ~ ~ . * ” * 


Commissioner Cook. Mr. Chairman, I do not know whether I made it clear 
on the record, during the questions and answers, but I tried to, namely, that I 
think we have been imposed upon in this registration statement and I do not 
know what the facts are. We cannot be sure until they are fully investigated, 
and we intend to investigate them. * * * This goes to just one point that is 
different than the one you are going to make, Congressman. 

Now, when I indicated that we will have before us in a quasi-judicial capacity 
this precise matter, I want to be clear on the record that what I am talking about 
is that in any proceeding which we would commence, which we would undertake, 
which might result in formal action by the Commission in regard to this registra- 
tion statement, this matter is bound to be a matter that we are going to have 
to pass upon and therefore I should not prejudge it and in talking about the pro- 
ceedings, I would not want you to think that I am talking about the pending case 
against Otis & Co., which is another matter. 

Mr. HELLER. Now, when you say that the Commission has been imposed upon, 
by whom has the Commission been imposed upon? 

Commissioner Cook. Well, I will be glad to answer that, Mr. Chairman. 

You understand, I am sure, from the study that your staff has made of these 
documents or minutes, and all of the documents in regard to the case, that the 
issuer, Kaiser-Frazer, knew what the facts were with regard to the December 
income, the accountants knew what the facts were with regard to the income 
for December, and the underwriters knew what the facts were with regard to 


™Transcript, pp. 21 
® Transcript, pp. 21 
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the income in December. You know who the only ones connected with this regis- 
tration were who were not told the facts about the income and who did not have 
the facts within their own control? 

Mr. HELLER. You say the underwriters knew it? 

Commissioner Coox. Of course. 

The Securities and Exchange Commission was the only one who was not given 
the facts. I have got excerpts here from testimony of Mr. William R. Daley, 
president of Otis & Co., when his testimony was taken, and I have got excerpts 
from the testimony of Mr. Kissell, who was a member of the law firm which was 
counsel to Otis & Co., given in this same connection, and the testimony of both 
of them indicates that they had knowledge of these facts. We have had a study 
made of all of the complaints that Otis & Co. made to the Securities and Ex- 
change Commission in connection with the third Kaiser-Frazer registration 
statement. I find that at no time did they complain about this earnings state- 
ment to the Commission and at no time did anybody disclose these facts to the 
Commission when this registration statement was pending and ready to become 
effective, and yet the company knew it; the underwriters knew it; the accountants 
knew it. Now, why was not that information made available to us, you might 
well ask?° 

* cS * * 7 * * 

Mr. HELLER. I think you mentioned that Mr. Daley—and I assume the Daley 
you referred to was William R. Daley, the president of Otis & Co.? 

Commissioner Cook. Yes, sir. 

Mr. Heiter. Had full knowledge of this situation; is that correct? 

Commissioner Cook. I did not say “full knowledge.” He had knowledge.” 

* % * * a * * 

Mr. BENNETT. Now, the Commission has had 4 years to go over this situation. 
That is quite a long time, in my opinion. And it still has not come up with an 
answer to the question as to whether the Commission or its staff knew, or should 
have known, that this statement was misleading and, if they did, why didn’t they 
take some action upon it? 

Commissioner Cook. Congressman, you realize that when the underwriters 
refused to go forward with their contract, there were no securities to be sold 
under this registration statement. 

Mr. BeNNetTT. No; but the court—— 

Commissioner Cook (continuing). And that as time passed, there were so 
many changes that had occurred in the business of Kaiser-Frazer and in the rela- 
tions of the parties that it would have been impossible ever to sell any securities 
under that registration statement; that it would practically have had to be re- 
written from beginning to end, and under those circumstances, and bearing in 
mind that while we received complaints—I say “we’’; I was not at the Commis- 
sion at the time—while the Commission received complaints from March 20, 1948, 
through or into the year 1950, with regard to this registration statement, at no 
time did anyone complain to the Commission with regard to that summary of 
earnings.” 

* + + * * = c- 


Mr. BENNETT. * * * Ourstaff has been given from your files a memorandum 
that is undated and unsigned, but is attributed to Mr. Bane, which was prepared 
after the court of appeals’ decision in April of this year, and the concluding 
comment on the memorandum is this: 

“Since no sales were made under the subsequent registration statement and 
inasmuch as a new prospectus would be required before an offering could go for- 
ward, there appears to be no necessity for instituting administrative proceedings 
at this time.” 

Commissioner Cook. Mr. M. F. Cohen, who is in the Corporation Finance Divi- 
sion, I believe has some knowledge with regard to it and I will! let him identify 
the writer and the circumstances, and then I will be glad to indicate my view- 
point on it. 

Mr. CouHEN. As I understand it, shortly after the opinion came down, Mr. Bane 
called Mr. Broullire, who is here and who had been working on the registration 
statement, into his office, and without any review of the files, dictated the sub- 
stance of this memorandum, indicating his immediate reaction to the opinion. 





® Transcript, pp. 2118-2120. 
1% Transcript, p. 2123. 
4 Transcript, pp. 2126-2127. 
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Mr. Broullire is here. He was present at the time. Perhaps he can elaborate 
on that understanding of it. 

Commissioner Cook. So that this is a memorandum prepared by Mr. Bane, 
Director of the Corporation Finance Division, giving his immediate reaction to 
the opinion as it came down. 

Mr. BENNETT. What I am going to ask you, Mr. Chairman, is whether the 
conclusion I read here was the view of yourself and the views of the Commission 
with respect to anything further being done? 

Commissioner Cook. It is definitely not my view and this is the first that I 
have been acquainted with the fact that this memorandum is in existence. It 
is not my view. I do not know what the rest of the Commission intends to 
do, but I intend to urge the Commission as strongly as I know how, to inquire 
into all of the facts surrounding these December earnings which have been 
testified to here. 

Mr. HELLER. Public policy requires such an investigation, does it not? 

Commissioner Cook. In my judgment, not only public policy, but I think 
we have got an obligation to find out whether anybody sought to impose upon 
the public, and whether they sought to impose upon us. 

Now, just so that it will be clear as to what Mr. Bane referred when he 
referred to proceedings. He referred to the so-called stop-order proceedings, 
which would prevent a registration statement from becoming effective or suspend 
its effectiveness if it had become effective. 

Obviously we would not contemplate any stop order on this registration state- 
ment, because that would be just nugatory. I am sure that you understand 
that. 

But your question is, Do I believe something ought to be done about this? 
I say to you, I believe wholeheartedly something ought to be done about it; 
more strongly than you do; more strongly than anybody on this committee does, 
and I am going to press in every way I know how to see that it is inquired into 
and fully, in all of its ramifications. 

Mr. Hetvter. And that investigation will be directed against Kaiser-Frazer, its 
lawyers and accountants? 

Commissioner Cook. It will be directed against any person or company that 
has, or that can contribute anything to our understanding of it. 

Mr. BennetTr. Well, the point is that—— 

Commissioner Cook (continuing). And I include in that Kaiser-Frazer, the 
underwriters, and the public accountants who prepared these statements. 

Mr. BeNNetT. This is the thing that is confusing to me: What could you 
possibly expect to unearth that is not already known in the way of information 
that is not already in your possession ? 

Commissioner Cook. Well, there is a good deal. 

Mr. BENNETT. As I see the matter, the Commission had all of the facts in re- 
spect to this Kaiser-Frazer registration statement and its financial condition 
when it filed its annual report for the year 1947. If vou did not have it before, 
you had it when the corporation filed its annual report, I think in April of 1948. 

Commissioner CooK. No, sir; the annual report would not disclose it, Con- 
gressman, because the annual report would be for a whole year and the earnings 
figures for the year in the annual report would be roughly the same as the earn- 
ings figure in the prospectus. That arises only because you have a 1-month 
figure and it is possible to make a calculation which will let you know what the 
earnings are represented to be for 1 month, but the annual report would not be 
helpful on it in my judgment.” 

. * * . * . * 


Commissioner Cook. I do not know whether I have stated when I had first 
knowledge of this. I have no hesitation in telling the committee that the first 
time I had knowledge of this situation in regard to the December earnings was 
when I read the opinion of the district court.” 


John M. Broullire 
Mr. Broullire, fiscal and financial analyst at the Commission, stated 


that he examined the registration statement and prospectus and that 
while he did not recall specifically discussing the footnote 4 on page 


12 Transcript, pp. 2128-2131. 
% Transcript, p. 2137. 
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7 of the prospectus, by virtue of the procedure followed in the Com- 
mission— 

it is a valid assumption that this whole matter was thoroughly hashed and 
rehashed fully, and that we came to the conclusion as a result of the represen- 
tations made between January 21 and the effective date, that the summary of 
earnings for all intents and purposes was adequate, in our estimation.” 

By “we,” Broullire explained, he meant Messrs. Martin A. Behrens, 
section chief; John Kohlhepp, group accountant; and_ possibly John 
McClare, who was then assistant chief accountant. He had no spe- 
cific recollection of any discussion of the January 27, 1948, amend- 
ment to the registration statement which expanded the summary of 
earnings in the prospectus to include unaudited data for the quarter 
and year ended December 31, 1947, and contained footnote 4 for the 
first time. 


Martin d | . Be hie ns 


Mr. Behrens, Section Chief, stated that he had been under the im- 
pression that the Kaiser-Frazer Corp. had made $4,000,000 in De- 
cember 1947, and that the adjustments referred to in footnote 4 to the 
“Summary of Consolidated Sales and Earnings” on page 7 of the 
amended prospectus “washed out” and had no etfect on the Dece eu 
earnings or on the earnings for the fourth quarter, 1947. Behre1 
stated that he talked to Kohlhepp and McClare about this leotnete 
and “must have been assured that the adjustments balanced out or 
that they washed out.” 

Behrens added that if Werntz, accountant representing Kaiser- 
Frazer, had told him, as Werntz asserted he did in his deposition, that 
the corporation did not make any operating profit in December, he, 
Behrens, would have required adequate disclosure in the footnote. 


John W ° Kohth PP 


Mr. Kohlhepp stated that the language of footnote 4, page 7 of the 
prospectus was “of such a character as to raise a question,” that he 
had discussed this matter with McClare, assistant chief accountant of 
the Division of Corporation Finance, and since MceClare had no ques- 
tion about it, Kohlhepp concluded that the net effect of the various 
adjustments referred to in footnote 4 was zero, and that, the cor- 
en had a true operating profit of $4,000,000 in December 1947. 
<ohlhepp added that in the light of what he knows new, the footnote 
“did not adequately disclose the facts,” and that the staff was misled 
by it. 

Anthon H, Lund 


Mr. Lund, Director of the Division of Trading and Exchanges, 
testified relative to the stabilization efforts of the Kaiser-Frazer Cor 'p- 
On February 3, 1948, the corporation purchased 186,200 shares of its 


14 Transcript, p. 2759. 

1% Transcript, p. 2779. 

1%6On October 19, 1950. counsel for Otis took the deposition of William W. Werntz, of 
Touche, Niven, Bailey & Smart, accountants for Kaiser-Frazer. In that deposition, Werntz 
testified that he told the SEC staff on January 21, 1948, that except for various sub- 
stantial year-end adjustments and certain unusual transactions, the tentative difference in 
Kaiser-Frazer’s earnings from operations for the 12 months ended December 31. 1947, and 
for the 11 months ended November 30, 1947, was zero, and that with these adjustments, 
the December 1947 profit would be approximately $4.000,000. He further stated that he 
had discussed with the Commission's staff the desirability of showing the amount of each 
adjustment in a footnote, and that footnote 4 to p. 7 of the amended prospectus. as it was 
finally drafted, represented an agreement between himself and the staff. More details 
on Werntz’s testimony are given on p. 81 below. 
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stock at an expenditure of $2,500,000, in an effort to stabilize the 
market, just prior to the new offering of stock on the following day. 
Lund stated that the Commission was alarmed by this heavy stabili- 
zation, the largest in history, but he saw nothing egal i in this opera- 
tion. He sts ated, however, that should a similar situation arise in the 
future, he would recommend to the Commission the holding up of 
effectiveness of the registration statement until a thorough investiga- 
tion could be made. 
Excerpts of Lund’s testimony follow. 


Mr. Bennetr. Mr. Lund, why did the Commission permit the Kaiser-Frazer 
registration statement to become effective within a few hours after the company 
had engaged in the biggest stock stabilization operation, as you described here, in 
the history of the Commission, and only a few minutes after the underwriters’ 
agreement was changed from one involving the sale of 1,500,000 shares to one 
involving the sale of 900,000 shares? 

Mr. Lunp. I think the Commission allowed it to become effective because I 
did not object to it, as the head of the stabilizing section. In other words, my 
opinion, then and also my opinion now is that there has been no violation of 
the law in connection with these matters. 

Mr. BENNETT. It is a fact, is it not, that this stabilization or manipulation 
had been conducted 

Mr. LuNp (interposing). This is not a manipulation, sir. This is a stabiliza- 
tion operation involving the purchase of 186,000 shares of stock which is much 
larger than anything else the Commission ever had. 

Mr. BenneErT. As the person upon whom the Commission relied in things of 
this kind, in connection with an extraordinary or unusual situation involving 
the largest stabilization that we ever had before, should you not have recom 
mended a cooling-off period so that you could have given this thing further 
thought and study? 

Mr. LuNp. By hindsight you no doubt are right. At the time and in the 
climate of the prospectus that came in to the SEC there did not appear to be 
any violation. The prospectus had language, similar to the language on page 
19 on this prospectus, that the underwriters reserve the right to buy up to 15 
percent of the number of shares being offered in stabilizing. Nearly every 
prospectus reserves the right to buy up to 10 percent, 15 percent, 20 percent, or 
25 percent. Fifteen percent of 1,500,000 shares is 225,000 shares. Now, they only 
bought 186,000 shares as compared to a disclosed reservation to buy 225,000 so 
they were not going beyond the terms of the offering as contained in the 
prospectus.” 

* * * * * * 


Mr. HAuu. In view of the fact that this situation arose out of a stabilization of 
stock price on the market which you say is completely legal under the present 
law, and brought about this situation under which the public could be defrauded, 
have you made any recommendation as to any change in the rules to take care 
of situatiéns like that? 

Mr. LUNp. We have not. What we did, sir, was this. We asked the entire 
public to make any comments to us they might care to make as to whether our 
stabilizing rule and procedure should be changed. I think Mr. Loss can verify 
this, that we got something like five answers, 

Mr. HALL. Have you made any recommendations to the effect that there be any 
changes made with respect to controls of any offering or stabilization on the stock 
market? 

Mr. Lunp. No, sir; we have not. 

Mr. Hatt. And if we had another Kaiser-Frazer case today you would sit by 
rie —— shares again be dumped on the market and the public thereby 

efrauded? 

Mr. Lunp. I do not think that we would let it happen again. I do not know 
quite how we would stop it, but we would do something next time. That is, I 
would personally try to do something. 

Mr. Hatt. What would you do? 

Mr. Lunp. I would go into the situation and suggest holding up the registra- 
tion statement until a thorough investigation was made. That is all we could do.” 








17 Transcript, pp. 2812-2814. 
% Transcript, pp. 2823-2824. 
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John K. McClare 

On May 3, 1948, McClare, formerly Assistant Chief Accountant 
of the Division of Corporation Finance, had prepared a memo- 
‘andum for inclusion with the exhibits sent to Senator ‘Tobey, sum- 
marizing a conference he had with William W. Werntz on January 21, 
1948, relative to the Kaiser-Frazer registration statement. The con- 
cluding paragraph of the memorandum reads as follows: 

Discussion as to the procedure and disclosure to be made in completing the 
earnings summary presented no special difficulties other than in connection with 
the disclosure of information to the effect that substantial year-end adjustments 
entered into the determination of the net profit for the final quarter of 1947. 

Upon reading this memorandum recently, Mr. McClare stated that 
he was surprised at the above paragraph; that he had forgotten all the 
details; that he had no recollection of Werntz having given him any 
specific facts of a material nature; that if Werntz had given him any 
figures, they would have been stated in the memorandum; that Werntz 
possibly had mentioned the matter in such a casual and offhand way, 
and the ideas were so vaguely and indirectly represented, that their 
real significance did not register on his |McClare’s] mind and he did 
not properly evaluate the information. McClare had no recollection 
of having been told by Werntz that without the year-end adjustments 
and allowance for unusual transactions, the Corporation showed sub- 
stantially no earnings in December 1947. McClare stated that if he 
had been given this information it would have been “spelled out” 
in a memorandum, and— 
there wouldn’t have been any indication there were $4,000,000 of earnings for 
December. What’s more, the prior period’s earnings would have been corrected. 
* * * JT would have had the statements revised and corrected.” 

He further stated that he was not sure whether he had seen the amended 
registration statement of January 27 and February 3, 1948, containing 
the revised summary of earnings and footnote 4. McClare, however, 
admitted that, in processing the statement, he should have seen it. 
The Commission could not find any memorandum or notations in its 
files indicating that McClare had seen these amendments. He added: 

As I can see it now, and I am merely trying to rationalize what probably 
happened, there must have been some indications which we relied on to effect that 
these adjustments offset each other. There is no other answer to it because there 
are other indications that we went into the inventory situation with meticulous 
eare. It is hard for me to conceive that there could be any other representation 
having been made than that these adjustments offset each other and did not 
materially affect the December earnings.” 

McClare did not recall whether Kohlhepp had consulted him about 
footnote 4 and stated: 


I would be very much surprised that anything of that nature would have 
been presented to me without a memorandum by the group accountant, as cus- 
tomarily was done and without someone securing my initials. The staff was 
very anxious to get my initials on anything like that.” 

McClare said he couldn’t imagine himself conducting his job the 
way he did without inquiring into footnote 4. He said he might have 
spoken to the accountants for, or some representative of, the regis- 





” Transcript, p. 2921. 
** Transcript, pp. 2933-2934. 
71 Transcript, p. 2924. 
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trant, or discussed it with staff members who had been in contact with 
the registrant, or its counsel or accountants. He added: 

Of those who worked on the case, three were experienced accountants, Kohlhepp, 
McCormick, and myself, and I also believe the section chief, Behrens, had ac- 
counting training. How this matter could have escaped all four of us is difficult 
to explain, unless there were assurances that the adjustments offset each other.” 

McClare concluded as follows: 

* * * JT under no circumstances would like to rely on that footnote 4 as 
conveying to me in any sense or being the basic representation that those ad- 
justments offset each other. What I meant to say was this, that in order for 
me to pass that note, assuming that I did pass it, I received representations 
from the company or from its accountants that those adjustments offset each 


other. * * * And how I got that information, I am not prepared to say and 
I do not recall it.” 


A nd re w Barr 

Mr. Barr stated that on January 21, 1948, Werntz was in his office 
on another matter and, while there, Werntz received a phone call from 
Mr. Frazer, president of Kaiser-Frazer. After the call, Werntz told 
Barr that he had been instructed to take up with the Commission 
certain adjustments arising out of the year-end audit. Barr said, to 
the best of his recollection, Werntz had told him, or the manner in 
which Werntz mentioned the subject, he [Barr] got the impression 
that the adjustments did not have a material effect on the Corporation’s 
income as reported. 


Louis Loss 


Mr. Loss, former Associate General Counsel of the Commission, 
stated that he had no connection with the Kaiser-Frazer registra- 
tion statement until March 19, 1948, when the Commission appointed 
a special committee of five to handle the public investigation in this 
case. Mr. Loss was appointed chairman of that committee. 

Mr. Loss stated that so far as the contents of the registration state- 
ment were concerned, he and his committee relied on McCormick, 
then Assistant Director of the Division of Corporation Finance, who 
was in charge of this statement. 

Mr. Loss was questioned with respect to the Commission’s action 
on the various complaints made by Otis & Co., alleging that the 
Kaiser-Frazer registration statement was false and misleading, and 
on his testimony before the Celler Subcommittee on Study of Monopoly 
Power on November 16, 1949, when, in response to a question from 
Congressman Keating, Mr. Loss stated: 

It was after we started our public investigation into the whole affair that we 
began hearing from Otis & Co. that the persons we really should be investi- 
gating were Kaiser-Frazer, and, of course, at that point, I will say here on the 
record we again double-checked to make sure that there was nothing in the 
registration statement to which we could take exception, and we have never 
found anything to which we could take exception.* 

Mr. Loss replied that the Commission twice instructed the staff to 
double check the registration statement and the staff found nothing 
wrong with the statement. He said that when he made the above 
statement before the Celler Subcommittee, he was under the impres- 
sion, and remained under that impression until a few weeks before 


2 Transcript, p. 2939. 
23 Transcript, p. 3001. 
** Transcript, pp. 2972-2973. 
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our hearing, that the checks which the staff of the Corporation Fi- 
nance Division had made of the registration statement were complete 
checks. After the opinion of the Circuit Court of Appeals was ren- 
dered he learned for the first time that the registration statement was 
checked against the allegations of error made by Otis and not com- 
pletely. He stated that the allegations which Otis made were without 
substance. He thought that the limited checks made of the registra- 
tion statement were reasonable because Otis & Co. had every motive to 
attack this registration statement, but made no allegations as to the 


at 


year-end adjustments, “which the record shows they knew about.” 


Under the circumstances, he stated, the iemeinin Mn Was justified 
assuming that if Otis could not find anything to ch irge against the 
registration statement, there probably was nothing wrong with it. 

Mr. Loss was asked whether he was familiar with the testimony 
given by Daley, president of Otis & Co. on April 20, 1948, before Mr. 
oss’ committee to the effect that Daley had once been under the im- 
pression that the December 1947 earnings of Kaiser-Frazer were in the 
vicinity of $300,000, Mr. Loss stat ted that he must have been familiar 
with that testimony but that Daley’s statement did not register on his 
mind. At this point, the following colloquy took place 

Mr. HALL. Well, would it be inaccurate to say that perhaps some 
the Commission had a fixed opinion at that time in relation to this 

Mr. Loss. In my opinion, sir, that would be most inaccurate. 


of you at 


ease? 


* OK * ~ “ * 7 
Mr. Hay. Well, in the SEC minutes of April 21, 1952, there is this sentence, 
referring to the fact that Mr. Daley had told somebody at the Commission that 
the De cember profits were about $300,000. I am quoting: 
* * * Apparently this testimony had been regarded as of no‘special sig 


nificance and as no more than a part of Otis’ campaign to discredit Kaiser- 
Frazer and its stocks * * *, 

That is the end of that qu rote. 

Is that the reason why perhaps you said you may have heard about that? Is 
that the reason why you paid no particular attention to it at that time? 

Mr. Loss. Congressman, I don’t mean to evade. I don’t mean to run away 
from my share of the responsibilty. As chairman of this committee, I was ulti- 
miutely responsible for everything that went on. 

At the same time—and I have made, I know, some mistakes in this ¢ 
whether this was one of them or not. I would be glad 
or off the record. I have made quite a few. 

The fact is, however, that when it came to the content of the registration state- 
ment, we on the committee necessarily relied on the Division of Corporation 
Finance. 

Now, the only thing that can explain to my mind today why these financial 
figures did not register on my mind until I was called to represent our witnesses 
in their depositions is that they were not called to my mind by the accountants 
and the competent people who worked on the registration statement. 

Had I really been on my toes, sir, I should have picked it up myself. Appar- 
ently I was not. 

Mr. Hatu. But it goes down the line the same way. This is no criticism of 
you, but we speak to Mr. Kohlhepp, and he says it raised a question in his mind, 
and he is sure he went to Mr. MeClare. Mr. McClare says I am sure he didn’t 
come to see me, or | would have made a memorandum. 

Now, somewhere in this picture, I would love to get a story which would start 
somewhere and end somewhere. But throughout the whole story, you never get 
what I would call a continuous and satisfying picture of just exactly what hap- 
pened in the SEC on this case. 

Mr. Loss. I quite agree.” 


ase, 


to enumerate them, on 


®% Transcript, p. 2975. 
% Transcript, pp. 2980-2983. 
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Mr. Loss stated further that ever since he first appreciated the dis- 
closures made by Werntz in late 1950, he thought that the registration 
statement was misleading. Had the Commission known the facts 
disclosed by Werntz at the time the registration statement became 
effective, Mr. Loss stated, the Commission wou!d have required a far 
different disclousure. 

When questioned as to why the Commission had not taken any 
action against Kaiser-Frazer after the disclosure made by Werntz in 
October 1950, was allegedly brought to the Commission’s attention, 
Mr. Loss gave the following explanation : 


Mr. Loss. * * * Until late 1950, when the Werntz deposition was taken, 
nobody apparently in the Commission-—and I bear a large share of that responsi- 
bility, and I am not trying to duck it—apparently nobody in the Commission 
was aware of the implications of this footnote. It is easy to pin point things 
now, 4 vears later. 

Mr. Hai. May I break in there? When did you first see the Werntz depo- 
sition? 

Mr. Loss. Immediately after it was taken, because Otis & Co. then wanted 
to call our people to take their depositions, and I was counsel for our people 
when their depositions were taken. So I made it my business then to look into 
this. 

Mr. HAti. Did you report what was in it to the Commission? 

Mr. Loss. Oh, immediately, to the Commission. As I recall, I said, “This may 
cost Kaiser-Frazer the lawsuit” ” 

* 2 * . a & 2 

Mr. Loss. * * * TItold them (the Commission) that Mr. Werntz and our 
witnesses were diametrically opposed in their testimony.” 

* x * * - 7 * 

Mr. Loss. * * * But I would still like, if I may, to answer the second part 
of Mr. Heller’s question, which I think is a very critical question: Why didn’t 
we proceed against Kaiser-Frazer or take any action when we did discover, 
although belatedly, in late 1950, through the Werntz deposition, that the adjust- 
ments were apparently misleading? 

At that point, sir, the only thing we could have done, I suppose, was to institute 
a stop-order proceeding against the registration statement. We have the legal 
authority to institute such proceedings either before or after the effective date. 

Mr. BENNETT. Pardon? 

Mr. Loss. We have the legal authority to institute such proceedings either 
before or after the effective date. In at least one instance we instituted such 
a proceeding long after the effective date, when for the first time we discovered 
the misstatements in the registration statement. That was the Globe Aircraft 
case. But we did so because the securities had been sold, and we wanted to make 
a record, because the buyers might sue individually the officers and directors. 

In this case, the securities were not sold. The few that were sold were sold 
conditionally, and the whole thing fell through, as you know.” 

. ~ . - * . ~ 


Mr. Loss. Nobody ever got title. No shares ever passed to anybody’s hands 
actually. And there would have been no purpose served by a stop-order pro- 
ceeding (in this case). 

There was also this consideration: The question was then at issue before the 
eourt. And while that, in itself, would not be determinative, I think it was rele- 
vant. Kaiser-Frazer obviously could not use that registration statement. If it 
ever wanted to sell securities, it would have to file a new registration statement.” 

+ + + . . & * 


Mr. BENNETT. Do you not believe that the Commission now, and for quite a 
long time, has had sufficient facts before it to reach a conclusion that this regis- 
tration statement was misleading? 

Mr. Loss. We have reached such a conclusion. And everybody who has testi- 
fied here, as I have heard him, has testified that we think the registration 
statement was misleading. 


Mr. BENNETT. And how long have you been of that opinion? 


27 Transcript, p. 2985. 
23 Transcript, p. 2989. 
2 Transcript, pp. 2991-2992. 
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Mr. Loss. I have been of that opinion ever since I first heard of the Werntz 
deposition in late 1950. 

Mr. BENNETT. And did you so advise the Commission? 

Mr. Loss, I did, sir, as I recall. 

Mr. BENNETT. Did you recommend that the Commission take any action with 
respect to that? 

Mr. Loss. I did not, and for the reasons I have just indicated. There was no 
action we could take. 

Mr. BenNeEtTr?r. Well, you could file a stop order, could you not? 

Mr. Loss. Well, a stop order, sir, is not a penal sanction. It was intended 
by Congress, as I read the statute, as a remedial device to stop the sale of 
securities through misleading statements or, after the sale, to publicize the facts 
so that defrauded buyers could sue somebody. Neither of those contingencies 
was present here. The only thing we could have done was to suggest an 
indictment. 

Mr. BENNETT. Do you not think it could also have the effect of warning the 
public against future issues of securities by this company? And do you not 
think it would give the security holders of prior securities some pertinent 
information about the kind of people that are running Kaiser-Frazer Corp.? 

Mr. Loss. Congressman, that, again, is a double-barreled question. I do not 
object to double-barreled questions. I just want to be permitted to give you 
double-barreled answers. 

So far as warning about future issues is concerned, sir, if Kaiser-Frazer ever 
attempts to sell securities again, we will go over the registration statement as 
carefully as we know how and try not to make mistakes. Nobody is perfect. We 
might make mistakes. 

No. 2, so far as prior holders are concerned, I take it that question is similar 
to the one that was asked Mr. Cook here the other day, whether we should not 
have publicized the court’s opinion. Definitely not, in my opinion. It was 
never intended, again, by the draftsmen of that statute, that the SEC should 
be the only enforcing mechanism. There are two kinds of sanctions in this act, 
public and private, and the private are just as important—if not more so—than 
the public. The very fact that Congress said in section 11 that persons who 
bought securities under misleading registration statements could sue for a period 
of as much as 8 years civilly indicates that it was contemplated that perhaps 
securities might be sold under statements that would be misleading, and that 
the Commission might not discover that they were misleading in time for us 
to stop the sale. We try to, but we are not perfect, and we do not have the 
power or the budget to make exhaustive, extremely exhaustive, checks and inven- 
tories, and so on, in each case. 

Now, whether that does happen, and when there is a public suit, which for 
the first time brings to light that a statement is misleading, there is no author- 
ity—I doubt very much whether there is any authority in this statute—for the 
Commission to act as a public relations office for the United States courts. The 
newspapers serve that function. 

And let me just add this further statement. 

The district court said this was not misleading. The circuit court said it was. 
And presumably the Supreme Court may say it was not. 

Mr. BENNETT. But you say the statement was misleading. 

Mr. Loss. I think it was. 

Mr. BENNETT. And you say you have been of that opinion since Werntz gave 
his deposition in 1950. 

Mr. Loss. I have also said, however, that I am not sure I would have invali- 
dated the contract. 

Mr. BENNETT. I am not talking about the contract. I am talking about the 
statement and whether it was misleading. 

Mr. Loss. Well, misleading for one of two purposes. It was certainly mis- 
leading for the purpose of declaring the statement ineffective. For that purpose 
it was certainly misleading. 

Whether it was sufficiently misleading to have invalidated the contract, I am 
not sure, sir. 

Mr. BennetTr. That is a matter that is in the courts. They will take care of 
that. But the Commission’s function, as I understand it, is to try and find 
out whether a statement is false or fraudulent and misleading, or whether it is 
not. And it is in that connection that I am trying to find out if you feel the 
Commission has performed properly its function. 

Mr. Loss. I don’t think our performance was exemplary in this case, sir. I 
personally would not want the Commission’s 18-year record to be judged by its 
performance in this case. I think that there may have been slip-ups. Memories 
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are vague now. If there was a slip-up, it was just that. I freely confess that, 
attending the hearings as I did, I should have seen the implications of Mr. 
Daley’s testimony. 

sut [ want to state this, which I have not had an opportunity to say earlier: 
Even Mr. Daley, apparently—now, this is very important—even Mr. Daley, who 
had every incentive to attack this registration statement, did not, as a business- 
man, conclude in 1948, when he testified, that this was of any great relevance, or 
he certainly would have mentioned it. 

Now, if he did not see the implications, in his position, I think perhaps I and 
the rest of us may be excused for not seeing it at that time. 

Mr. Bennerr. But he did see the implications, did he not—— 

Mr. Loss. In December 1950, when we did. 

Mr. Bennert. Inthe spring of 1948? 

Mr. Loss. No, sir. He testified as to the facts. But even though they were 
filing complaint after complaint, the implications of those facts were not given 
to us the way they were ultimately given to the court. 

Mr. BENNET?Y. Well, that may be. 

Mr. Loss. Which means to me that Mr. Daley did not understand those im- 
plications himself, as a businessman with every legitimate reason to understand 
them. And soI did not either, and neither did the rest of us. 

Mr. BENNETT. Did he not testify that the profit was $300,000? 

Mr. LuNb. Plusa million and a half adjustments. 

Mr. Loss. However you look at it, there was still a substantial discrepancy. 
But he did not say anywhere—and this is not a quibble, Mr. Bennet—he did 
not say anywhere that that footnote was misleading, which indicates to my mind, 
sir, as a lawyer and as somebody who is trying to get at the truth here, as you 
are—because I certainly have and the Commission certainly has nothing to hide 
here, except maybe some errors, and we don’t want to hide those either—it 
indicates to me that Mr. Daley probably analyzed the situation as we did. 

Now, bear in mind: When this statement was filed, with earnings through 
November, so far as appeared, the company made $9 million in October and 
November. 

Now, when the amendment came in, indicating by subtraction a profit of $4 
million in December, it did not seem out of line to our people; $9 million in 
October and November, which has never been challenged, and $4 million in 
December. That did not seem out of line. 

Bear in mind also that sales kept up in these months, and bear in mind also 
that a certified public accountant of reputation gave us these figures, and that 
we have not the manpower or the staff or the time or the budget to make a 
complete independent audit of every financial statement. 

And bearing in mind all those things, you can perhaps see why we were under 
the impression, as our people think they were, that these figures netted out. 

Mr. BeNNeTr. Iam sorry. I cannot see it. 

I do not know whether you are an accountant or not. 

Mr. Loss. I am certainly not, sir. I have trouble counting beyond a hundred. 

Mr. Bennett. I am not, either. But I have yet to hear from any witness an 
explanation of where the inference could be drawn that these adjustments re- 
ferred to in footnote 4 offset one another. 

Mr. Loss. It can’t be drawn from that footnote. 

Mr. Bennett. Of course not. But that is the inference that was drawn. 

Mr. Loss. No, sir. If I may say so, I think your question, which you have 
repeated several times, is a sort of reverse question. Our people have testified, 
or tried to, as I understand them, not that they got the inference from the foot- 
note that these adjustments balanced out, but that they cleared the footnote 
because they had that impression otherwise. In other words, the footnote fol- 
lowed the inference and not vice versa.™ 


Mr. Loss was questioned about the Commission’s power to proceed 
against Kaiser-Frazer, its accountants, Touche, Niven, Bailey & Smart, 
and the underwriters, Otis & Co. et al., should the Commission’s in- 
vestigation show that anyone or all parties misled the Commission 
in this registration statement. The following colloquy took place: 


Mr. BennetrT. What you are saying, if I understand you correctly, is that there 
is nothing the Commission can do in this matter insofar as Kaiser-Frazer is 
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concerned, even though you say, now, that you have known since 1950, almost 
2 years, that a misleading registration statement was filed. Now, is that the way 
you want to leave this? 

Mr. Loss. Congressman, unfortunately that is frequently the case. We run 
across violations that we cannot do anything about. 

Mr. BENNETT. Is that the case here? 

Mr. Loss. I think that is probably the case, except that we certainly have 
authority to investigate. Whether we have authority thereafter to write a re- 
port under the Securities Act making findings against Kaiser-Frazer, I have 
substantial doubt about. I would have to worry about that legally for a good 
while. 

Frequently, Congressman, we run across violations which are not important 
enough to prosecute criminally, or maybe the statute of limitations has run for 
criminal prosecution. We do not discover them in time to get an injunction, and 
the violator is not registered with us, so there is registratic 
I am afraid this is one of those cases, so far as Kaiser-IF 
this date. Unfortunately, we did not discover it in time. 

Mr. Bennerr. That is unfortunate. 

Mr. Loss. It is; most unfortunate. 

Mr. BENNETY. If you are accurate in the inference you 
then certainly Congress ought to do something about this situation 

But what you are saying, it seems to me, boils down to this: You have the 
power to proceed against Otis & Co., and I think properly so, to revoke their 
license as a securities dealer if they violated the law in any way. You have the 
authority to proceed against the certified public accountants. 

Mr. Loss. If they were guilty of unethical conduct. 

Mr. BENNETT. If they were guilty of unethical conduct. 

Mr. Loss. And likewise the lawyers. 

Mr. BenNetr. Likewise the lawyers. 

But you have not, according to you, a single solitary bit of authority to do a 
thing about the company whose securities were being sold, and who filed a false 
and misleading statement. 

That is a ridiculous and lamentable situation, it seems to me. 

Mr. Loss. Congressman, I am afraid that is very much the case. Whether it is 
ridiculous or lamentable, I don’t know. 

But certainly under the present legislation I have grave doubt whether there 
is anything we can do with respect to Kaiser-Frazer, except maybe look into the 
facts and perhaps come out with proceedings against the lawyers and the 
accountants. 

Mr. BENNETT. Well, speaking just as an individual staff member of the Com- 
mission, is there anything you would like to do, anything you think ought to be 
done? If you had the right to do something in this case? 

Mr. Loss. You mean how the law should be amended? I am not at all sure 
it should be, in this connection. The Congress and all legislatures have very 
wisely imposed statutes of limitations in the public interest. That whole phil- 
osophy indicates that there should not be stale prosecutions. I do not know 
that it is necessarily in the public interest that dead things be raked over. I am 
not saying it is not, either. It is not my function. 

Under the present statute, however, our functions are limited.” 

Bs * mo % 4 


n we can revoke And 


razer is concerned, at 


* 4 * * 

Mr. Hevier. May I ask Mr. Bane, who I see is present : 

Mr. Bane, I know that you are an attorney. You have had a great deal of 
experience in this work. Do you think the Commission has any authority under 
the statute to proceed against Kaiser-Frazer? 

Mr. BANE. I don’t see any question as to its authority. The Commission, I 
think, under the statute, could proceed if it felt it desirable or if it felt it 
advisable to a section 8 proceeding. 

Mr. HELLER. Stop order? 

Mr. Bane. An 8 (e), an investigatory proceeding looking to whether a stop 
order should issue, and it could proceed, in my judgment, under 8 (d). The 
registration statement has never been withdrawn. It is still there 

Mr. Heiter. In other words, you disagree with Mr. Loss? 

Mr. Bane. I disagree with Mr. Loss from the legal standpoint, but not from 
the standpoint of the advisability of what is probably the best thing to do. 


2 Transcript, pp. 3008-3010. 
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Mr. Loss. Let me say, Mr. Chairman, I don’t necessarily disagree with Mr. 
Bane. I don’t say we have no authority. I say I have grave doubt as to the 
authority. And since I agree with him wholeheartedly on policy grounds, I 
have never found it desirable to resolve that grave doubt on a legal basis. I 
don’t think there is any disagreement between Mr. Bane and me on this 
proceeding. 

Mr. Hetter. Do you not think, Mr. Loss, that the Securities and Exchange 
Commission owes a duty to the public for a full disclosure of the situation which 
came about by reason of that Kaiser-Frazer third issue, in view of all that has 
transpired, and particularly in view of that circuit court of appeals decision? 

Mr. Loss. I will answer that “Yes,” Congressman, within our legal authority, 
which I would have to check very carefully, I think we ought to do everything 
we possibly can legally to bring the facts out, as Mr. Cook indicated last week. 
And Mr. Woodside has something I think he might want to say as to the present 
status of the Commission's plans in that regard. 

But your specific question before was whether we had legal authority to issue 
a stop order, and I expressed grave doubts as to that, and I certainly think that 
it is not in the public interest as a matter of policy to do that.® 


Mr. Loss was asked why the Commission had not attempted to find 
out for its own satisfaction what the facts were regarding the regis- 
tration statement after learning of Werntz’s deposition in late 1950. 
The following discussion took place: 


Mr. BENNETT. The thing that is puzzling to me and I think must be puzzling 
to others is that this case having become, at least by late 1950, a very contro- 
versial matter with respect to the accuracy and validity of this statement, in 
respect to these adjustments for December 1947, that you people did not become 
more curious as to what the actual facts were and attempt to make a finding 
for your own satisfaction just what was the case here. 

Mr. Loss. Let me point this out as a matter of simple chronology. When the 
Werntz deposition was taken, we were given to understand—what was the fact— 
that the trial before Judge Clancy was going to come on very soon. The Werntz 
deposition was taken in the middle of October 1950, and the trial started in 
March 1951. 

We were also aware that this very footnote was going to be one of the principal 
defenses in the trial. The registration statement as such, even if we were im- 
posed upon, was dead. I am sure that one of the reasons we marked time was 
to see what the court would do. The court tried the case from March until 
May. Judge Clancy’s decision came down in July and Judge Clancy said this 
wasn’t material. 

Then an appeal was taken and the appeal was decided a few months ago. 
Ever since the appeal we have been giving a good deal of attention to this 
question. So I do not think there was any lapse in there, except while we were 
waiting to see what a United States court would do with this question.” 

* * * * . . 

Mr. HEtterR. In other words, you did not want to do anything while this liti- 
gation was going on; is that correct? 

Mr. Loss. I don’t know that that was the entire answer, but that is a good 
part of the explanation for our not having done anything after the Werntz 
deposition.” 


Mr. Loss was asked why the Commission has prosecuted Otis & 


Co. and has not taken action against Kaiser-Frazer. He gave the 
following reply: 


Mr. Hetlrer. * * * Can you please tell this subcommittee why Otis & Co. 
was so vigorously prosecuted over the years and Kaiser-Frazer was just let 
alone? 

Mr. Loss. Otis & Co. was prosecuted administratively because the Commission 
thought there was basis for charging that Otis & Co. was guilty of fraud and 
other violations in connection with this abortive underwriting. Otis & Co. at 
various times asked the Commission to stay its hand while the suit was being 
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tried in New York and we refused, and I think quite properly, on the ground 
that the Government cannot stay its disciplinary functions because private liti- 
gation is pending. 

If at the same time we had been aware of any misstatements in the Kaiser- 
Frazer registration statement, I think we should have and most likely would 
have taken the same position—that we should take whatever action was in the 
public interest, regardless of any private litigation that might be pending. The 
fact is, however, that, when we first learned of the implications of the footnote 
in late 1950, the statement was already 2% years old and there was serious 
question in our minds then, as there is now, whether it would be proper to 
institute a stop-order proceeding as a matter of law and certainly as a matter 
of public policy. 

So the case stands on quite a different footing from the case against Otis & Co., 
where I have not the slightest doubt as to our power and our obligation to 
proceed as we have tried to proceed.” 

* * + * * * ” 


The subcommittee questioned Mr. Loss about the impressions the 
Commission had repeatedly been giving to Members of Congress that 
there was nothing wrong with the registration statement. 


Mr. BeNNeTr. Following the Werntz deposition we had this letter of October 
9, 1951, that you sent to Congressman McGuire in regard to a request from a 
Member of Congress for some information about this controversial registration 
statement. Again you say two things: First, you do not have the information 
he requests and, second, you repeat again, “We have no basis for investigation 
in the case of Kaiser-Frazer Corp.” 

Mr. Loss. All I can do, sir, is repeat that as of that time we certainly were 
influenced very largely, as I think we properly should have been, by the findings 
of the United States court on this identical question.” ” 

* * + * a a « 

Mr. BENNETT. Do you not agree the things we are talking about here now, 
whether justifiably so or not, that you were giving to Members of Congress, any 
time this subject was brought up, the impression that there was nothing wrong 
about the Kaiser-Frazier registration statement? 

Mr. Loss. When I testified before the Celler subcommittee I most definitely 
tried to give that impression because it was the impression we all had at the 
Commission at that time. When the letter was written to Congressman McGuire 
on October 9, 1951, the question had been litigated to a conclusion before Judge 
Clancy. I think that explains the language of the letter so far as investigatory 
power is concerned. 

I think it would have been more felicitous if we had said in the letter that there 
was no public interest in making an investigation, instead of talking about a lack 
of power. But I now have the benefit of hindsight based on the reversal of 
Judge Clancy. 

Mr. BeENNeETr. Judge Clancy's decision should have had no bearing on whether 
the Commission should or should not investigate this registration statement. 

Mr. Loss. I think it should have had a very large bearing on that question. 
When a question has been decided by a United States court, I think a Govern- 
ment agency might well be criticized for ignoring that court decision, assum- 
ing it is directly in point. I have said before, and I would like to repeat, that 
te say we would not have been satisfied with this disclosure had we known the 
facts when the statement became effective is not to say that automatically we 
should institute a proceeding 2 or 3 years later when we learned the statement was 
misleading. We sometimes asked for a lot of things in advance in order to 
have the most perfect disclosure possible. But it does not follow, if we learn 6 
months or a year or 2 years later that the statement was not prepared the way 
we would have liked to have seen it ideally, that we will start a proceeding. 
As a matter of fact, it is not unknown for us to make suggestions for amend- 
ment in deficiency letters and then to have some of those suggestions ignored 
and not to start a proceeding. They have to have rather material suggestions 
for us to start a proceeding. If I am wrong as to that, I would like my col- 
leagues from the Division of Corporation Finance to correct me. 


* Transcript, pp. 3037-3038. 
Transcript, p. 3045. 











wreC 


(a STUDY OF THE SECURITIES AND EXCHANGE COMMISSION 


Mr. BeNNetTr. What appears from the facts as we have them is that you saw 
no reason for making an investigation or trying to get the actual facts until it 
became too late to be material in your opinion, whether you had the facts or 
whether you did not? 

Mr. Loss. We saw no reason for investigation really until the circuit court 
reversed Judge Clancy. Since then we have been devoting a great deal of time 
and gray matter, such as we possess, to that question. Prior to the court of 
appeals decision, the United States court had held that this misstatement was 
not material. 

Mr. Bennett. Even though you yourself were satisfied in 1950 after you read 
the Werntz deposition that the registration statement was misleading? 

Mr. Loss. I think it was, as I have said before, and I think that if we had had 
the facts we would have insisted on more detailed and different disclosure. 
I do not mean for a moment to suggest that I agree with the court of appeals that 
the misstatement in context was sufficiently material to have invalidated the con- 
tract. Nor do I necessarily think that the misstatement was sufficiently material 
in context to have justified—or certainly it was not so material as to have 
required a formal proceeding several years after the statement became 
effective.” 


* * * = a K * 
Mr. Loss. * * * So far as we still know, there is nothing wrong with the 


registration statement, except for this footnote. That is, the Otis people made 
a number of complaints to us with reference to this registration statement, and 
even today we are satisfied there is nothing to any of those complaints. They 
never complained about this one thing which did turn out to be misleading.” 


Mr. Loss was questioned as to the reason why the Commission took 
no action after being informed about the Werntz deposition, and 
whether the Commission considered the possibility of a criminal 
prosecution in this case. 


Mr. Heiter. After the Werntz statement came to your attention, as I under- 
stand it, there was not immediately thereafter a reexamination by the Cor- 
poration Finance Division of the registration statement ? 

Mr. Loss. I am afraid, sir, I did not recall now, and I think the people in 
that Division could better answer that question. I do not recall what they did 
at that time, if anything. 

Mr. Heiter. Was there a reexamination? 

Mr. Woopsipe. I understand there was not. 

Mr. Heiter. Do I understand that the reason there was not a reexamina- 
tion was because of this pending action in the Federal court? 

Mr. Loss. Partly that and partly because I think we had a general feeling 
that, since the statement was 214 vears old, even though it were misleading there 
was no public interest for a stop-order proceeding. That was that. 

Mr. Bennett. The point is the company gets by with a misleading statement 
for 3 years or more and then they are out of the woods. 

Mr. Loss. No, sir. That would not happen except maybe once in a couple 
of thousand cases. If any securities had been sold under the statement, then 
no matter how many years went by I think we could and should and most likely 
would institute a stop-order proceeding as we have done in several cases. They 
are referred to in my letter to Congressman Heller which went into the record. 
This is the only case of its kind that I know of in the history of the Commission.” 

* + > * * * * 


Mr. Heiter. How about the situation that the statute of limitations against 
any crime had not yet run? There were still 6 months to go. Would that not 
have been of keen enough interest to keep it alive, to look into it to see if any 
crime had been committed? 

Mr. Loss. Mr. Heller, I expressed the view last Thursday—and it is still my 
view as 2 lawyer and as someone who has some familiarity with the cases we 
refer to the Department of Justice—that this certainly was not sufficiently ma- 
terial to warrant reference for criminal prosecution. The very fact that Judge 
Clancy in a civil trial did not think it was sufficiently material to invalidate a 


8% Transcript, pp. 3046-3048. 
8% Transcript, pp. 3051-3052. 
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contract indicates to me that the Department of Justice never would have referred 
the case to a grand jury and very likely a grand jury would not have indicted. 
Certainly it is not our policy to refer cases to the Department of Justice for 
criminal prosecution unless they are for the most part patent frauds. This, if 
it was misleading, it was not the kind of a case—any more, in my opinion, than 
even the Otis case—that warranted criminal prosecution.” 
+ * a * > * * 
Mr. Heiter. The record should be clear the Commission never even considered 


that there Was any criminal prosecution that could have arisen as a result of 
this case. 


Mr. Loss. I think that is a fair statement.” 


The subcommittee questioned Mr. Loss concel ning the desirability 
of taking action against the registrant for filing a misleading registra- 


tion statement even though no securities have been sold to the public. 


Mr. Bennett. Let’s leave names and companies out of this. Supy 
underwriter and assume in good faith that I make a de 
pany and rely upon the registration statement. 


ose I am an 
al with an issuing com- 


fhen suppose a vear goes by, or 2 years go by, and it suddenly dawns on the 
Commission that it was a false and misleading registration statement. I took 
those securities in good faith. Whether I sold them to the public or not is beside 


the point. Do you not think the Commission should give me sony 
a situation of that kind? 

Mr. Loss. I think it might. That is not this case. There the securities would 
have been sold. Here they were not sold even to the underwriters. Here also the 
fact is that the underwriters knew of this situation just as the issuer did. 
very important distinction. 

Mr. Bennerr. If you had a case where the underwriter did not know—— 

Mr. Loss. That would be quite a different case, and I think I would agree 
with you on that case. I would not treat the underwriter differently from the 
public. But that is not a very realistic case, because the underwriter would 
normally have resold to the public, so vou would have the public in by that time, 
or at least some members of the public. 

Mr. Bennett. My point was, if he is acting in good faith, he ought to get the 
same protections as the public. 

Mr. Loss. I would be inclined to agree, but here the underwriter was not acting 
in good faith. Secondly, the underwriter never took down the securities. 

Mr. Bennerr. Of course if the underwriter takes the position that the circuit 
court of appeals upheld 

Mr. Loss. The circuit court of appeals stated, although it did not have to make 
a finding on the point, that there was evidence that Otis & Co. knew the facts as 
to December earnings before entering into the contract. The fact is that Mr. 
Daley testified in our investigation in early 1948 that he attended a conference 
at which the earnings for December were discussed in great detail, and that after 
Mr. Edgar Kaiser explained them he was satisfied to go ahead. There cannot be 
the slightest doubt that Otis & Co. knew what was going on. 

I should have said Mr. Kissell was at the conference and related the informa- 
tion to Mr. Daley. Mr. Daley learned it that way. That is the testimony. I 
cannot avoid the conviction in my own mind—— 

Mr. BENNETT. You would not go on record as saying the fact the Commission 
did nothing here, even after these facts came to their attention, is due to the fact 
they were convinced if there was any fraud Otis & Co. was just as guilty as 
Kaiser-Frazer, would you? 

Mr. Loss. We did not come to that question, Mr. Bennett. The reason we 
withheld doing anything I have explained. Of course it might well be that both 
could be guilty. One's fraud would not necessarily cancel out the other's. You 
could well have a case in which you want to prosecute both sides for one reason 
or another. I do not think anything we may have done or may not have done 
against Kaiser-Frazer affects in the least anything we may have done against 
Otis & Co. 

Mr. BENNETT. That is what is amazing to me because even though the 
mission came to the conclusion that Otis & Co. were guilty of wrongdoing 

Mr. Loss. The Commission has never come to that conclusion. 
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Mr. Bennett. Even if they did, and maybe they would have been justified, but 
I do not know, I cannot see why collusion between an underwriter and an 
issuer should relieve the Commission of its responsibility to try to see to it that 
it is not hoodwinked in the filing of these statements. 

Mr. Loss. I do not think it should. I never meant to imply it should. That 
was not the reason the Commission did not do anything. 

The reason Was partly the pendency of the suit before Judge Clancy and partly 
the age of the registration statement. 

I said nothing about the good or bad faith of the underwriter, except that it 
was a fact that the underwriter knew. I think I thoroughly agree with you 
that, if any securities had gone out into either the underwriter’s hands or the 
public’s hands and we then had discovered a misstatement belatedly, we should 
have done something about it. Iam not even positive we should not do something 
now, as I stated in my letter to Mr. Heller. I would like to reserve that ques- 
tion until we conclude whatever investigation we may make if we decide to 
make one. That question is under advisement by the Commission now. 

I did say and say now that I have grave doubt as to the propriety of a stop- 
order proceedings. I have no doubt as to the power of the Commission to con- 
duct an investigation.* 


Edward T. McCormick 


Mr. McCormick, former Commissioner and Assistant Director of 
the Division of Corporation Finance of the Securities and Exchange 
Commission, appeared before the subcommittee at the request of the 
Commission to help clarify some of the issues which had arisen with 
respect to the Kaiser-Frazer issue. McCormick was directly in charge 
of the processing of Kaiser-Frazer’s registration statement. 

With respect to significance of the December 1947 earnings of 
Kaiser-Frazer and his understanding of this month’s earnings, McCor- 
mick made the following statement : 


Mr. McCormick. * * * inany analysis of financial statements—and I happen 
to be a certified public accountant—I attach tremendous significance to the trend 
of profits. 

Now, if, in fact, the total impression given by the summary of earnings and 
the footnote is that for the month of December the profits were $4% million when, 
in fact, they were a half million dollars, I think any reader would be misled in 
a material respect.“ 

Mr. McCorMick. * * * there wasn’t any doubt until right through the time 
it became effective, I was under the impression that that $4,000,000 was the profit 
for December (1947) * * * I don’t remember the actual processing (of the 
registration statement), but I have implicit faith in the ability of the men that 
handled the registration statement, and I am confident that any of those who read 
the footnote would have inquired as to whether or not the adjustments were 
material enough to change the end figure of $4 million. Now, I cannot say for a 
fact that I asked any staff member “Did you ask so and so whether that was 
true?’ I just have to go on the basis of 17 years’ experience with the staff; that 
they must have asked the question before it came to me.* 

” 7 * oo * * ae 


Mr. McCormick. * * * the problem (referring to the year-end adjustment) 
was so obvious that while I cannot say, as a matter of fact, that we discussed the 
net effect of the adjustments, it is such an obvious point and I have such con- 
fidence in the ability of the staff that I am confident that they raised the question 
and were assured, at least to their own satisfaction, that the ultimate figure of 
$4 million would not be materially affected either way by the adjustment.* 

* ” 7 * . + 

Mr. McCormick. * * * the receipt of the summary of earnings, including 
the footnote 4, should not have been accepted without question * * * to me, 
it is unbelievable that this summary of earnings would have been accepted by 


*® Transcript, pp. 3056—3059. 
“ Transcript, p. 3111. 
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any one of the 6 or 7 staff members or myself without asking for an explanation 
of the net effect of the adjustments. 

And we must have been under the impression at the time that the adjust- 
ments were offsetting in character and did not have a significant effect in the 
final figure shown in the summary of earnings. 

Mr. Bennetr. Where would you get that impression? 

Mr. McCormick. Only in the 17 years of experience I have had on the staff, 
a point of this type is so obvious that I just cannot conceive of the fi act that a 
staff of 6 or 7 who reviewed this would not have raised the question.“ 

€ s * . + + # 


Mr. McCormick. I have absolutely no recollection of actually having inquired 
about this matter. 

In summarizing this situation, I would say that unless we were under the 
impression, everyone that handled this case, unless we were under the impres- 
sion, rightly or wrongly, that the net effect was not significant on the dollar 
figure, the statement would never have cleared without stating the amounts 
involved in the footnote.” 


William R. Daley 


Mr. Daley, president of Otis & Co., the principal underwriter in 
the third stock offering of the Kaiser-Frazer Corp., told the subcom- 
mittee that Otis decided to undertake this offering of stock in De- 
cember 1947 only after being assured that Kaiser-Frazer had “defi- 
nitely turned the corner,” that the company had reached “an estab- 
lished earnings basis and that the large earnings it was currently 
enjoying w ould continue to improve.” * 

After the contract was signed and the offering was made, Daley 
stated, Otis obtained information which indicated that Kaiser-Frazer 
had misrepresented the facts to the underwriters and to the public 
in the registration statement. Otis did not know, he continued, other 
than in a general way, what was wrong with the affairs of Kaiser- 
Frazer, but it was convinced that the truth had not been told, “that 
to sell the stock would be a fraud on the public.” Otis, therefore, 
terminated the contract. 

Daley charged that “the SEC has engaged in the most unremitting 
persecution of Otis & Co. and has ignored | the wrongdoings of Kaiser- 

razer Corp. Otis supplied the Commission with clear evidence that 
something was wrong with the registration statement and urged that 
an investigation was required. Later, the Commission was aware of 
specific proof offered in court of the precise respects in which the 
registration statement was false and misleading but it has never 
moved against Kaiser-Frazer.” © 

Daley “charged that the Commission conducted its investigation 
into the failure of the Kaiser-Frazer stock offering in a manner that 

was partial to Kaiser-Frazer. He said: 


When a witness came on the stand who was not hostile to Otis or who gave an 
account which sustained Otis’ position, he was vigorously cross-examined by 
Commission counsel. By the manner of examination Commission counsel made 
it perfectly apparent that the Commission was out to show that Kaiser-Frazer 
was blameless and that the testimony of Otis’ witnesses or those favorable to 
Otis’ account of matters was to be regarded as incredible. The Commission 
was in fact conducting an adversary proceeding against Otis and not an im- 
partial investigation, but unlike the case of a true adversary proceeding, Otis 
had no means to defend itself, no right to cross-examine, no right to bring wit- 
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nesses, no right to correct the false and misleading testimony that was being 
brought forth by the Kaiser officials and by the Commission and its own staff. 

* * * The Commission had taken the position of prosecutor against Otis 
in its own forum * * *®* 

Otis could not, he said, get the Commission to investigate the falsity 
of the registration statement. The Commission issued publicity 
which was damaging to the reputation of Otis, and announced pub- 
licly that it believed Otis guilty of fraud. The Commission began 
proceedings to revoke Otis’ license to do business. 

Daley char ged that— 
the C ommission is hopelessly biased against Otis & Co. Neither Otis, the public, 
nor the Congress can have any confidence that a decision arrived at by the Com- 
mission with respect to any matter involving it [Otis] is the result of fair and 
impartial consideration, rather than hostility and prejudice.” 

The Commission, he said, “resisted with all the force at its command 
any suggestion that it investigate the registration statement.” * 


Daley cited numerous instances where Otis requested the Commis- 
sion to investigate deficiencies in the Kaiser-Frazer registration state- 
ment. 

On April 10, 1948, Otis filed with the Commission a document en- 
titled “Motion of Otis & Co. To Enlarge Subjects of Investigation.” 
This document consisted of various allegations with respect to the 
adequacy of the Kaiser-Fr azer registration statement. Otis re- 
quested the Commission to broaden its order for a public investigation 
to include a complete investigation of all aspects of the proposed 
offering, including an investigation to determine whether the registra- 
tion statement contained false and misle: ding statements and whether 
there was a manipulation of the market by Kaiser-Frazer Corp. 

The Commission denied Otis’ motion on the ground that its order 
for a public hearing was broad enough to include an investigation of 
the registration statement.®° 

During the months of April and May 1948, when hearings were be- 
ing held, ¢ — & Co. supphed the Commission with information and 
data alleging that the Kaiser-Frazer registration statement was false 
and nislendted These information and data were summarized in a 
memorandum to the Commission dated June 1, 1948, by Milton V. Free- 
man, of Arnold, Fortas & Porter, counsel for Otis & Co. 

This memorandum stated, among other things, the following: 

M: teri: il changes in financial condition occurred between the date of the 
financial statements filed with the registration statement and the date of offe ring. 
Since the date of the offering, the company, in its annual report * * * has 
published the financial statements of December 31 (1947). The change between 
the figures as of November 30 and December 31 is startling. Cash and Govern- 
ments are down $8,600,000; accounts receivable are down $2,600,000; accounts 
payable are up $7,300,000; and inventories are up $11,000,000. These are not 
minor or normal changes. They must have been known to the company at the 
time the registration statement became effective. T he company must have known 


82 Daley's statement, pp. 9, 11. 

53 Daley’s statement, p. 12. 

5 Daley’s statement, p. 13. 

*® A memorandum for the files, dated April 21, 1948, signed by Edward T. McCormick, 
Assistant Director, Division of Cofporation Finance, discloses that on April 15, 1948, 
the Commission reviewed with the staff Otis’ motion of April 10, 1948, and studied all 
known facts bearing on the possible existence of material omission or misstatements in 


the registration statement and “again it Cetermined that no sec. & proceedings were war- 
ranted.” P. 5 of this 9-page memorandum contains the following statement: ‘* ? 
in addition, during December 1947, the company made an additional profit of $4,000,000." 
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the serious changes in its policy which were reflected in this substantial change in 
its condition and should have been reflected in the registration statement. For 
these figures at least indicate very strongly that the backing up of cars had made 
itself felt even at the company level by an $11,000,000 increase in inventories. 

Daley stated that no action was taken on this memorandum.” 

On July 8, 1948, Otis & Co. moved the Commission to reconsider its 
refusal to investigate the registration statement and manipulation of 
the market. The motion complained that the Commission should make 
an investigation, but, that the Commission had refused to investigate; 
that it had demanded that Otis produce evidence. The motion offered 
to prove that the registration statement was false and misleading and 
asked for (a) su bpe nas including subpenas to the accountants Bailey, 
Hamman, and Werntz, and (4) for subpe mas for the books and ree — 
including statements of all income and expenditures from October 
1947 to February 1948. This motion, Daley said, was never a bade on 
by the Commission. 


On January 3, 1950, Otis & Co. filed with the Commission a “Ps ti- 
tion for stop order” urging that the Commissi hh been hn stop or ler pro- 
ceedings against Kaiser-Frazer. No action was taken on this okie 


tion, Daley said, Requests of the Commission to d squal Fy itself 
because of pre ee on this issue were denied by an order and 
opinion dated April 7, 1950, Daley added. 

On May 22, 1950, when the Commission commenced hearings on 


its broker-dealer case against Otis, Otis again tried to brine out facts 


alleging a false and misleading registration statement, but the “Com- 
mission paid no attention to this evidence and ruled out any further 


‘ onside ration of the Ve gistration statement. 

In November 1950, counsel for Otis brought to the attention of the 
Commission the Werntz deposition and later supplied the Commission 
with copies of Otis’ brief before trial in the New York lawsuit, develop- 
ing fully the deficiencies in the registration statement which Otis in- 
tended to prove, but the Commission, Daley stated, took no action.* 

Daley stated that he thought the reason why the Commission did 
not move was because— 


the Commission has from the beginning committed itself heart and soul to the 
cause of Kaiser-Frazer and against Otis & Co., and that it will not confess error 
unless compelled.” 


Daley said that Otis— 


had no knowledge or even suspicion that the December earnings were other than 
as had been represented in the prospectus. We obtained no oti a on this 


5A memoranduum to the Commission dated June 17, 1948. signed by McCormick 
Assistant Director: Broullire, examiner; Shreve. attorney; Kohlhepp, accountant: and 
Behrens, section chief, discloses that the Freeman memorandum was carefully examined 
by the staff, and they concluded as follows: “* * * while it is the conelusion of the 
staff that the Freeman memorandum does not establish the existence of any material 
deficiencies in the registration statement, we recommend that for the purpose of complet- 
ing the record in the public investigation the appropriate Kaiser-Frazer officials be re- 
called and asked the questions set forth in the attached supplement.’ 

With respect to the contention in the Freeman memorandum that the $11,000,000 in- 
crease in inventory in the month of December indicated a backing up of ears at the com- 
pany level, the staff memorandum made the following comment: “The contention that the 
$11,000,000 increase in inventory in the month of December 1947 established that cars 
were ‘backing up’ at the company level is not borne out by the following comparison of 
inventories at November 30 and December 31, 1947 * * A cursory analysis shows 
that the significant December increase in inventory totals is ‘not represented by finished 
ears but rather by the approximately $5,000,000 addition to purchased parts and work in 
process and the $4,400,000 rise in inventory in transit (apparently incoming materials). 

The staff memorandum again states, “In addition, the registration statement showed 
that the company had earned an additional $4,000,000 in the month of December 1947.” 

& Daley’s statement, p. 16. 

88 Daley’s statement, p. 17. 

® Daley’s statement, p. 18. 
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point until a year and a half later in about July 1949 when we learned the 
results of an examination of Kaiser-Frazer books by a Detroit firm of accountants 
we had retained especially for that purpose and who made the examination 
pursuant to court order.” 

Daley said that a Mr. Kissell, counsel for Otis, who consulted with 
Kaiser-Frazer officials on the preparation of the registration state- 
ment, had received information in January 1948 that the earnings of 
Kaiser-Frazer for December 1947— 
might be only $300,000 to $500,000, but that Edgar Kaiser had stated that he was 
sure that this was wrong and he was checking into the matter * * * and 
that no attention whatsoever should be paid to those figures that his check 
so far had indicated that the earnings, when finally determined, would be good, 
and that there was no adverse trend in the affairs of the Kaiser-Frazer Corp. and 
that actually they were very favorable.” 

After his check, Kaiser advised that the indicated earnings, “when 
finally determined, would be good, and that there was no adverse trend 
in the affairs of Kaiser-Fraser Corp. and that actually they were very 
favorable.” Daley added: 

* * * YT had confidence in the Kaiser-Frazer officials and their account- 
ants and I had also been informed by Mr. Kissell that the Kaiser-Frazer ac- 
countant, Mr. Werntz, had cleared the matter with the SEC. I had no doubt 
whatever that the $4,000,000 figure properly represented December earnings in 
accordance with accepted accounting procedures.* 

Daley stated that he had read footnote 4 on page 7 of the prospectus 
and noted that there were adjustments included in the last-quarter 
figures. He said: 

* * * ‘The indication was that there were reserves provided for which 
would reduce the figure and inventory increases which would increase the figure; 
I more or less asSumed that the adjustments would not significantly affect the 
figure but at the time I did not regard this as a matter of consequence. The thing 
that was important to me was that $4,000,000 for December was indicated and 
that I had every reason to believe that this figure in fact represented December 
earnings.” 

Daley said that Otis had no accountants of its own checking on the 
work of the company’s accountants, and that it was not customary for 
underwriters to retain their own accountants when the registrant has 
a recognized firm of certified public accountants working for them. 
Daley stated that in Otis’ numerous complaints to the Commission 
alleging a false and misleading registration statement, Otis made no 
reference to the December earnings being misleading because 

* * * we did not know, or even suspect, that the December earnings as 
they appeared in the prospectus had been inflated.” 

Milton V. Freeman 


The subcommittee questioned Mr. Milton V. Freeman, counsel for 
Otis, as to the Commission’s power and the desirability of issuing a 
stop order in this case. There is no question, he said, about the Com- 
mission’s power to commence a stop-order proceeding at any time, and 
he indicated, it would be in the public interest for the Commission 
to initiate stop-order proceedings even at this late date. 





© Daley's statement, p. 27. 
* Daley's statement, p. 30. 
® Daley's statement, p. 30. 
® Daley's statement, p. 31. 
*% Daley's statement, p. 83. 
% Daley’s statement, p. 36. 
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Excerpts from Freeman’s testimony on July 2, 1952, follow: 


Mr. Hever. Mr. Freeman, may I ask you a question? 

What are your views as to the power of the Commission to issue a stop order 
in this case in view of the recent decision by the circuit court of appeals? 

Mr. FREEMAN. Insofar as the power of the Commission goes, it seems to me 
there is no question at all about it. The Commission has power to commence 
stop-order proceedings if at any time it appears that the registration statement 
is in any respect false or misleading; that power is unlimited. 

The Commission has always claimed that there is no limitation as to the time 
when stop-order proceedings may be commenced. They have been sustained 
in that, as I am sure this committee must know, in the Oklahoma-Texas Trust 
case in the Tenth Circuit and in the Resources Corporation International ease in 
the Court of Appeals for the District of Columbia right here. 

It seems to me that the only question that may at all be raised is that, 
assuming that the Commission does have the power, whether the lapse of time 
would render it inadvisable to have a stop order. That has, so far as I know, 
never been considered by the Commission, but it seems to me that the opinions 
of the Commission itself in the past have indicated purposes of having a stop- 
order proceeding in cases where none of the shares of the issue had been sold 
to the public, which would apply equally here. 

They have said that one of the purposes is to advise members of the public 
who may be trading in securities that are outstanding as to what the facts are 
so they shall not reply on a false statement, even in the case where the state- 
ment has been withdrawn, which is not even this case. Second, they say this 
is a warning to the public, not only to investors, as to the kinds of statements 
that have been made so they may be guided in their dealings. 

Mr. Hevter. In other words, the position you take is that it would have 
a salutary effect upon the public itself? 

Mr. FREEMAN. Yes, for two reasons. I am talking not only about the public 
that buys and sells Kaiser-Frazer securities every day on the New York Curb Ex- 
change, but also the Government of the United States through the RFC and 
through various defense agencies has regular contact with Kaiser-Frazer Corp. 
To date I assume they have been accepting financial statements of Kaiser- 
Frazer Corp. as subject to reliance. 

The fact there is a court of appeals decision in a private litigation does not 
have the same effect as a public pronouncement by a Government agency that 
we have investigated the matter of this statement which has been filed with us, 
which is part of our files (and as the Commission always emphasized in cases 
concerning financial information) and is available to the public and find that 
it was a false statement. 

Mr. HELLER. Does not the decision in the circuit court of appeals give exactly 
that notice to the public? 

Mr. FREEMAN. I do not believe so. I myself have heard accounts, the source 
of which I do not know, that that decision was something that merely dealt with 
a technical matter about a footnote and was not a substantial error. It is true 
that people who read the decision will know that is not true and will realize 
how important it is. There is not now the public knowledge of the facts that 
would come from a Commission decision and the consequent public notice that 
the Government agency has taken this position. 

In addition, I would like to point out something else. The court of appeals 
in that case dealt with only one thing that was wrong with the registration 
statement. It did not deal with a number of other things that were wrong with 
the registration statement. And, in my opinion, the lower court ruling by Judge 
Clancy contains some language which is very dangerous to the future admin- 
istration of the Securities Act. The Commission has never publicly disagreed 
with that language. Now, of course, Judge Clancy’s opinion on that point is 
erased from the record by the reversal, but Judge Clancy said this in substance: 
“It is true that Kaiser-Frazer was manufacturing these luxury cars, which were 
the old cars, with a little trim and charging a lot more money for them; that 
those were the major profitable items; that that was what they were making 
their money on, and they knew before this registration became effective that 
source of business had been substantially curtailed and practically disappeared.” 

But he held that fact does not have to be revealed in the registration statement, 
and Kaiser-Frazer was perfectly right in concealing that fact because they 
believed that they conld make up those earnings by selling more low-priced cars 
at a lower profit. That, to my mind, is exactly contrary to the Securities Act 
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requirement that you must disclose the facts. It seems to me the Commission 
can perform a great service for the administration of its own statutes by saying 
to the public, “We note what Judge Clancy has said in that opinion which has 
been reversed and to which we were not a party, and we want to express our 
disagreement.” And by declaring that if the facts are as they are stipulated to 
be, Kaiser-Frazer was under a duty to say “This profitable item, which is the 
source of all these earnings which are shown here, has disappeared.” That is 
of vital importance to the investigating public. 

Mr. Hetxier. In other words, you want the Commission to side publicly with 
the circuit court of appeals? 

Mr. FREEMAN. No; to take issue on things which the circuit court of appeals 
has not passed on, to have a proceeding which will look into this whole registra- 
tion statement. 

The court of appeals was just deciding a lawsuit between two parties. When 
they found this important false statement that was enough for them, and that 
disposed of the case. There are a number of other false statements in there 
which are important that the Commission should investigate, and if they are 
false, as I believe they are, they should tag them as false and let the public know. 
The rules which the Commission applies require full disclosure. 

Mr. Hetier. Have you called these other false statements to the attention of 
the Commission? 

Mr. FREEMAN. Yes, sir. Otis & Co. has, and I have personally. Not only that, 
this was an aspect of the case which also was discovered at the time accountants 
obtained access to the books and records. There are other false statements 
which we called to their attention that are related, that is, the backing up of 
ears. WKaiser-Frazer said, “We are going to use this money to increase production 
from 1,000 cars a day to 1,500 cars a day.” 

We were able to have a pretty good idea in early 1948 that was not so; that 
they could not even sell the thousand cars a day they were manufacturing. 
That information was called to the Commission’s attention in 1948. They have 
never acted on that. The matter of the high-priced cars was specifically covered 
in our brief in the district court. The Commission was supplied with copies of 
that brief and all of our briefs, and they were present when testimony was taken. 
They had observers present. 

Mr. Hrirer. Mr. Freeman, I think you and I agree that for all practical pur- 
poses this registration statement is dead: is that correct? 

Mr. FREEMAN. I will not agree with that, Mr. Chairman. I will agree that 
no securities can be sold under the registration statement. 

Mr. Hetier. Why will you not agree it is dead? 

Mr. Freeman. Because of the fact that it has continuing effect with respect to 
people who are buying and selling the securities in reliance on Kaiser-Frazer’s 
statements, that it is having continuing effect with regard to Kaiser-Frazer and 
RFC and defense agencies, and it is having continuing effect because of what I 
think is some bad law which has been put on the books in Judge Clancy’s opinion 
and which is erased but nevertheless has not in any way been challenged by the 
Commission. 

Mr. Hetiter. How does it have continuing effect with regard to these agencies 
you just named? 

Mr. FreeMANn. Mr. Daley has been watching these statements by Kaiser-Frazer 
more closely than Ihave. Kaiser-Frazer has been continuing to make statements 
about its financial condition in the public and in the press. Some of those state- 
ments, we have reason to believe, are something less than accurate. Yet Kaiser- 
Frazer can say today that no Government agency has ever challenged any finan- 
cial statement of the Kaiser-Frazer Corp. 

Mr. Herter. Do you not think their financial statements will be carefully 
scrutinized in the future, in view of the circuit court of appeals decision? 

Mr. FreeMan. I wish I could believe that. The Government has taken no posi- 
tion on this. The Government agency charged with examining registration 
statements, so far as I know, has never said a single thing against this state- 
ment. All the public statements I have seen are that there is absolutely nothing 
wrong with their registration statement; that they have checked it and double 
checked it and it is allright. They have not stated that since the court of appeals 
decision, but they have said it up to that time. 

It seems to me that the Commission is under an obligation to take some position 
on it and to advise the public, not just whether they agree with the court of 
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appeals but on what the situation is with respect to this registration statement, 
whether it is false and misleading. They should look at it, not from the point of 
view of deciding a controversy between two private litigants but from the point 
of view of the public interest.” 

William W. Werntz 

Mr. William W. Werntz was employed by the — and Ex- 
change Commission from June 25, 1935, to April 25, 1947, and was at 
the time of his resignation the Commission’s C hief Accountant. 
Shortly after his resignation he joined the accounting firm of Touche, 
Niven, Bailey & Smart, and is now a partner in that firm. 

The firm, Touche, Niven, Bailey & Smart, was employed by Kaiser- 
Frazer and participated in the preparation of Kaiser-Frazer’s third 
registration statement and certified that company’s annual reports for 
the year 1947 and subsequent years. 

In a deposition dated October 19, 1950, taken by Otis & Co. in con- 
nection with its litigation with Kaiser-Frazer, Werntz testified that 
he appeared at the Securities and Exchange Commission on January 
21, 1948, at the office of Earle C. King, chief accountant of the Com- 
mission, to discuss matters pertaining to another client and, when he 
arrived, there was a telephone call from Frazer, president of Kaiser- 
Frazer, awaiting him. Werntz was directed by Frazer to discuss the 
problem of disclosure of the December 1947 earnings in the prospectus, 
then on file with the Commission. 

Werntz testified that he and his associates had developed by January 
20, 1948, the fact that, except for various substantial year-end adjust- 
ments and certain unusual transactions in the month of December 1947, 
the tentative difference in the Kaiser-Frazer earnings from operations 
for the 12 months ended December 31, 1947, and for the 11 months 
ended November 30, 1947, was zero, and that with these adjustments, 
the December 1947 profit would be approximately $4,000,000. With- 
out these adjustments, he asserted, Kaiser-Frazer had substantially no 
profit or some loss for December 1947. 

Werntz further testified that on January 21, 1948, at the Commis- 
sion, he discussed orally the general nature of the various adjustments 
and the approximate amounts involved in the earnings for the month 
of December 1947 with King, chief accountant: McCormick,” then 
Assistant Director, Corporation Finance Division; McClare, then 
assistant chief accountant; and Behrens, Section Chief. 

Werntz testified that he pointed out to the Commission’s staff that 
the December 1947— 

* * & 


figures were tentative and that they could not be finalized in time for 
the then schedule of the financing— 


and that he— 
* * * pointed out to them the nature of the major adjustments, that is, 
roughly the amounts and type of each of the several different adjustments.” 
{Hmphasis supplied. ] 


® Transcript, pp. 3269-3276. 

67 In a letter to Baldwin B. Bane, Director of the Division of Corporation Finance, dated 
September 28, 1951, Werntz says that his deposition is in error in referring to McCormick. 

® Deposition of William W. Werntz, dated October 19, 1950, in Kaiser-Frazer Corp. Vv. 
Otis & Co., U. 8S. District Court, Southern District of New York, Civil Action No. 45-564, 
p. 73. 
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The following exhibit to his deposition summarizes the adjustments 
which, he stated, he discussed orally with the Commission’s staff on 
January 21, 1948. 


EXHIBIT 2—A OF WERNTz DEPOSITION 


| 
} Effect on 
Item | Estimated amount | earnings 


Unusual transactions: 


NN le ‘ as | $1, 500,000 | Increase. 


2 Advertising een ; 500,000 | Decrease. 
Year-end adjustments: | | 

1. Inventory ! . . lates -..-------|3, 500, 000-4, 500, 000 | Increase. 

2. Warranty reserve ; a ae (?) (sie) | Decrease 

3. Accrued vacation pay ; iabieoddataoe — 300, 000 | Increase. 


! Repricing, elimination of shrinkage reserve, and physical overrun. 


Werntz further stated that he had pointed out to the staff the prob- 
lem of presenting figures relating to December operations that were 
not finalized; that the transactions for December were important and 
significant, that standing alone they were susceptible of misinterpre- 
tation; that the nature of the adjustments were such that they could 
not be allocated to specific months or to specific periods; that they 
discussed “for some little while’? whether it would be desirable to 
show data for December separately with a note indicating the make- 
up of the figure, or whether it would be better to combine the cost 
estimates for December with figures for the quarter or year ended as 
a means of most clearly reflecting the situation; and that “it was the 
consensus at that time that the “preferable means of showing them 
would be to nets an estimate for the 3 months and 12 months ended 
December 31, rather than to show a figure for December alone, but 
that in any case it would be necessary to attach a footnote that would 

call attention to the fact that the quarterly figures and the year-end 
figures in the same way carried a very large amount of adjustments 
which were applicable to the period.” ® 

Werntz further testified that each of the adjustments was discussed 
in varying degrees of detail with the several people of the Commis- 
sion’s staff; that they discussed, generally, the need for a footnote and 
what type of language it would contain; that they did not have a draft 
of the footnote “that was looked at”; that they discussed whether it 
would be desirable to show the amount or approximate amount of each 
adjustment or some combination of those amounts in the footnote or 
whether it would be sufficient simply to say “substantial” or other 
language to that effect ; “and I think the note, as it was finally drafted, 
represented an agreement” of all the people present at this 
conference.” 

On January 27, 1948, Kaiser-Frazer filed an amendment indicated 
on page 7 of the prospectus showing the financial data relating to the 
quarter and year ended December 31, 1947, and footnote 4, which 
reads as follows: 


The tentative information for the quarter and year ended December 31, 1947, 
reflects various substantial year-end adjustments including provision for certain 
reserves and a material increase in inventories to conform to the results of the 
complete physical inventory taken by the corporation as of December 31, 1947. 





® Werntz deposition, pp. 74-76. 
%® Werntz deposition, pp. 76-78. 
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Werntz stated that, although his firm was consulted and advised 
Kaiser-Frazer on footnote 4, the final responsibility for it rests 
with Kaiser-Frazer, since Touche, Niven, Bailey & Smart did not 
certify the accounts subsequent to June 30, 1947. Werntz stated 
that he thought the footnote as it appeared in the prospectus “pre- 
sented a picture that we were willing not to object to at that time” ™ 
and “we thought as far as we were concerned it was one we could not 
object to or argue with the company about. They thought it was 
satisfactory and we did not feel strongly enough against it to make 
strong representations to them.” He added, however, that in the 
hght of hindsight there should have been an explanation as to what 
was meant by “substantial.” From reading this footnote, he said, 
he would have concluded that there was a very ‘lar ge amount of adjust- 
ments in December, and without further information he would not 
have been able to come to any conclusion as to what the actual profits 
for December were.” 

Werntz denied that he had informed the Commission’s staff that the 
adjustments “washed,” but admitted saying that they were “olfset- 
ting,” and that to the best of his recollection he gave approximate 
figures on the several transactions.” 

Werntz did not believe that the earnings for the month of December 
1947 were significant in indicating the trend of Kaiser-Frazer’s earn- 
ings. “One month I think is too short a time to judge a trend.” * 

Werntz was questioned as to what interpretation the investing public 
might place on footnote 4. The following colloquy took place: 


Mr. BENNETT. * * * What impression do you believe a disinterested per- 
son would get from reading footnote 4, having no other information than that 
in the prospectus? 

Mr. WerNtTz. May I state that this way: that in the first place in the intro- 
duction to the summary it is stated that the information shown for the quarter 
and year ended December 31 is tentative, prepared without audit, on the basis 
of preliminary 1947 closing, and reflects substantial year-end adjustments, in- 
cluding provisions for reserves and material increase in inventory. 

I think the first thing that that would convey to an investor is to approach 
December earnings as computed here with extreme caution. Second, that if 
you make the deductions as has been done, although we tried to keep December 
out of this—the company did—you come up with a figure of $4,000,000, which is 
footnoted to say that this is tentative and is not andited and is subjected to the 
effect of a material increase in inventory. 

Mr. BENNETT. By “approach with caution,” do you mean that he should have 
gotten the impression that the adjustments referred to in footnote 4, might not 
present an accurate statement of the profits? 

Mr. WerNtz. I think that he should get the idea that the subtraction of these 
two figures, coming to $4,000,000, was not necessarily a determination of the 
amount of December earnings; yes. 

Mr. BENNETT. In other words, you think that footnote 4 should have put the 
public on its guard as to whether or not the various adjustments had any effect 
on December profits. 

Mr. WERNTz.I do, sir. 

Mr. BENNETT. And consequently would you say that it should have put the 
members of the Commission staff on their guard with respect to the effect of these 
adjustments upon December profits? 

Mr. WERNTz. Well, I feel that the conversations I had with them were suf- 
ficient to allow them to appraise the situation; yes, sir. They were not limited 
to footnote 4. 





1 Transcript, p. 322 
= Transcript, p. 32° 
3 Transcript, p. 32 
“ Transcript, p. 3222. 
% Transcript, p. 3223. 
%® Transcript, p. 3224. 
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Mr. Bennett. You explained the situation to them? 

Mr. WERNTz. I tried to. 

Mr. Bennett. In other words, you gave the Commission’s staff, with respect 
to these adjustments, more information than you were giving the public in foot- 
note 4; is that a fair statement? 

Mr. WeRNtTz, Yes, sir; that is my recollection. 

Mr. Bennett. AS a matter of fact, I think you testified that you gave the 
Commission staff the actual figures. 

Mr. WeRNTz. I gave them ranges. I do not think at the time I was there we 
had finalized some of these figures. At least the final information had not gotten 
to New York; as I recall, the inventory adjustment, including the overrun 
and reserves, ran to $38,500,000 to $4,000,000. 

Mr. Bennetr. Do you think it is fair or proper for the Commission's staff 
to have more information about a prospectus than is to be given to the public? 

Mr. WERNTzZ. In many conditions, yes." 

Di positions of SEC staff 

On January 29, 1951, counsel for Otis took depositions by Earle C. 
King, chief accountant; Martin A. Behrens, section chief, the Division 
of Corporation Finance; and Commissioner Edward T. McCormick. 

King testified that Werntz called at his oflice on January 21, 1948, 
to discuss matters other than Kaiser-Frazer’s registration statement ; 
that Werntz received a phone call from Mr. Frazer; that after this 
phone call Werntz stated that he had some questions to discuss with 
the Corporation Finance Division regarding the Kaiser-Frazer year- 
end accounting and stated in general what the problem was at that 
time. King stated that his recollections with respect to what they 
talked about on the Kaiser-Frazer case were “very hazy.” King 
denied that Werntz had stated, in effect, that before year-end adjust- 
ments Kaiser-Frazer showed substantially no profits for the month of 
December 1947, but with the year-end adjustments they showed profits 
of about $4,000,000. King also denied that Werntz had discussed the 
substance of note 4 on page 7 of the prospectus. 

Behrens testified that Werntz was in to see him on January 21, 
1948, but that he had no recollection of having discussed with W erntz 
the summary of earnings or the content of note 4 on page 7 of the 
prospectus. 

McCormick, who was an Assistant Director of the Division of Cor- 
poration Finance at the time the registration statement was filed, and 
was in charge of this registration statement, testified that he had no 
recollection of Werntz telling him that before the year-end adjust- 
ments the company showed substantially no profits for December 1947, 
but after adjustments the profits would be approximately $4,000,000. 
McCormick also testified that he had no recollection that Werntz con- 
sulted him in regard to note 4 on page 7 of the prospectus. McCor- 
mick further stated: 

I reeall no discussion (with the staff) of footnote 4 and, frankly, I was unaware 
of its existence so far as my memory is concerned until it was brought to my 
attention recently. * * * There isn’t any doubt but what I read every word 
in that prospectus, including footnote 4. * * * Its significance had com- 
pletely escaped my memory. * * * Ihave no recollection of having diseussed 
it with anyone.* 

syron D. Woodside 

Woodside, Associate Director of the Division of Corporation Fi- 
nance, attempted to answer a question frequently raised by the sub- 





™ Transcript, pp. 3230-3238. 
% Depositions of Earle C. King Martin A. Behrens, and Edward T. McCormick, January 
29, 1951, p. 41. 
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committee; namely, why the analysis made in the Kohlhepp-Behrens 
memorandum of January 17, 1951, was not made sooner (see p. 88). 
Woodside stated that J. F. Reis, vice president and chief fiscal officer 
of Kaiser-Frazer Corp., was asked to explain the increase of $11,000,- 
000 in inventories which occurred during December 1947. ‘Testifying 
at the SEC public investigation on July 15, 1948, Reis said that the 
increases in inventories reflected increased acquisitions of either parts 
or raw materials. Woodside stated: 

In other words, the tenor of the answer was that the increase in the inventory 
figure was the result of additional purchases of physical goods. There was not 
a suggestion that any portion of that increase was the result of an adjustment. 
Perhaps that question should have been pursued a little more acutely in the 
investigation. But, anyway, there it is. It stands for whatever it is worth 
to you.” 

Chairman Heller inquired whether Woodside thought that Reis 
had given a “full and fair answer” to this question. Woodside re- 
plied, “In the light of what we have since learned, I do not believe it 
was.” Woodside also thought it was not a candid answer.” 


Charles W. Steadman 

Mr. Steadman, counsel for the Kaiser-Frazer Stockholders Protec- 
tive Committee, submitted a statement dealing principally with the 
Commission’s policy regarding the solicitation of proxy material. 
He suggested that the SEC require that the price of stock issues bear 
some reasonable relationship to real values. He also suggested that 
the Commission investigate the Kaiser-Frazer Corp. and its stock 
issues. He stated that there has been entirely too much cooperation 
between present and former employees of the SEC. 


COMMISSION’S REACTION TO THE WERNTZ DEPOSITION 


The Commissioners were questioned about their reaction to the 
Werntz deposition of October 19, 1950, since there was no reference in 
the Commission’s minutes to any discussion having taken place on 
this subject. 

Chairman Cook, testifying before the subcommittee on this subject 
on June 11, 1952, stated: 


I do not know whether I have stated when I had first knowledge of this. I 
have no hesitation in telling the committee that the first time I had knowledge 
of this situation in regard to the December earnings was when I read the opinion 
of the district court." (Sometime after July 2, 1951.) 


Former Chairman Harry A. McDonald stated in a letter to the 
subcommittee dated July 23, 1952: 


I cannot specifically recall learning about Mr. Werntz’ deposition until quite 
recently. I had heard charges, from the very beginning of the SEC’s proceeding 
against Otis & Co., that the prospectus prepared in connection with the third 
Kaiser-Frazer stock offering contained misleading information. I also recall 
that these charges all emanated from Otis & Co. Sometime later, in connection 
with the lawsuit of Kaiser-Frazer vy. Otis & Co., I became aware of charges 
concerning the manner in which the year-end inventory adjustments has been 
made. I cannot place the date when I first heard of these latter charges, and I 
cannot specifically recall Commission discussions concerning what action, if 
any, should be taken against Kaiser-Frazer on the basis of such charges. No 


” Transcript, p. 3329. 
© Transcript, p. 3330. 
© Transcript, p. 2137. 
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stock having been sold under the registration statement, and the matter then 
being before the district court, it did not seem to me that a stop-order proceeding 
against Kaiser-Frazer Corp. would be appropriate—certainly not before the 
district court’s decision; and I cannot recall that any member of the Commission 
or its staff even suggested that a stop-order proceeding be instituted. 


Commissioner Rowen stated in a letter to the subcommittee dated 
August 1, 1952: 


Following receipt of your letter, 1 checked the minutes of the Commission and 
found there no reference to any such discussion and nothing which served to aid 
my memory on that subject. It is my best memory that there was no such dis- 
cussion and that the substance of Mr. Werntz’ testimony was first brought to my 
attention 2 or 3 months ago following the issuance of the opinion of the circuit 
court in the Kaiser-Frazer y. Otis litigation. I should point out perhaps that I 
Was not present at the Commission table at all times throughout the period in 
which it is conceivable that the substance of the Werntz deposition might have 
been considered. 


Commissioner McEntire, in a letter to the subcommittee dated July 
30, 1952, stated: 


This will acknowledge your letter of July 17, 1952, inquiring as to my recollec- 
tion of when the substance of Mr. Werntz’ deposition given in Kaiser-Frazer 
Corp. v. Otis € Co. came to my attention and the reaction which I had concerning 
it. 

Unfortunately, I cannot fix the exact date, but I do recall that shortly after Mr. 
Werntz had given his deposition, and just before depositions were taken from 
members of the staff of the Commission, the fact that some controversy had 
arisen as the result of Mr. Werntz’ deposition was called to my attention. The 
information which I received at that time was generally to the effect that sub- 
stantial adjustments had been made in some of the earnings figures put into the 
registration statement for the third Kaiser-Frazer offering and that the version 
which Mr. Werntz had given indicated that he had advised the Commission’s 
staff of details, which was contrary to the recollection of the staff members. 

Since the various staff members were being called upon to give depositions for 
use in Federal court, | was particularly careful not to inject myself into the mat- 
ter in any way until after their depositions had been taken. Moreover, since 
the court then was considering the broader question of whether the registration 
statement contained any false and misleading statements, and because the ab- 
sence of any public sales of securities under the registration statement made it 
appear that there was no immediate investor interest, I did not believe that any 
action by the Commission was required, or, indeed, would be appropriate, at that 
time. 

While I have no distinct recollection of discussions had among the members of 
the Commission, I am satisfied that, had any difference of opinion existed on 
this matter, I would certainly now recollect it. The only action which seemed 
called for was to continue to follow the course of the litigation, which, of course, 
we have done. The problem of what action, if any, should be taken in light of 
the decision of the court of appeals is, of course, still under consideration. 


Former Commissioner McCormick testified before the subcommittee 
on June 25, 1952, as follows: 


Mr. HeLiter. When did you first learn of the Werntz deposition? 

Mr. MeCormick. That is hard to say. I can probably assume, Mr. Chairman, 
that he would give a deposition at about the same time I did, or maybe before. 

Mr. HELLER. How did you learn about it? Through Mr. Loss, or through some 
other attorney connected with the Commission? How did you get to have 
knowledge of it? 

Mr. Loss. I believe I testified, as to the Werntz deposition, that counsel for 
Otis & Co. informed me that they would want to take the depositions of Mr. 
McCormick and Mr. Behrens, Mr. Kohlhepp, and perhaps Mr. McClare, and I 
believe I testified that at that point I told Mr. McCormick his deposition would 
be taken and told him the substance of the Werntz deposition. 

Mr. HELLER. But you have no independent recollection at this time—do you, 
Mr. McCormick ?—that that was imparted to you? 








al 


S a3 


ne 
ve 


or 
[r. 


ld 


yu, 


STUDY OF THE SECURITIES AND EXCHANGE COMMISSION 87 


Mr. McCormick. No; I have not, Mr. Chairman. It is not the sort of thing 
that would particularly concern me. I assume he would give a deposition or 
testify in the case. 

Mr. Heiter. Do you have any recollection that, as a member of the Commis- 
sion, the Werntz deposition was brought to the attention of the Commission, 
including yourself? 

Mr. McCormick. In all probability it was, because, as I understand the 
SEC’s operation, an ex-employee cannot testify without permission of the 
Commission. 

Mr. BennetT?T. That is, at that time, you were not connected with the Com- 
mission? 

Mr. McCormick. No. 

Mr. HELLER. a which is it? Is it that you do not recall whether the 
Werntz deposition was brought to the attention of the Commission, or you do 
recall that it was brought to the attention of the Commission; which is it? 

Mr. McCormick. Undoubtedly we were made aware, Mr. Chairman, of the 
fact that Werntz had given a deposition. I don’t recall it coming specifically 
before us, but it is just natural that we would find out about it 

Mr. HELLER. If it had been brought before the Commission—and I think you 
would agree that it is a matter that should have been called to the attention 
of the entire Commission; is not that correct ?— 

Mr. McCormick. I would assume so; yes. 

Mr. HELLER (continuing). Would a minute have been made of the proceeding? 

Mr. McCormick. The fact that it was presented? 

Mr. HeLier. Yes; the fact that it was presented to the Commission. 

Mr. McCormick. I am not sure it would. I don’t think they would attach 
the significance of Mr. Werntz with a deposition that would call for a minute. 
It may or may not. There are a lot of things that may happen that would not 
warrant the dignity or importance of a Commission minute. 

Mr. Bennetr. But, Mr. McCormick, were you not aware of the fact that 
in his deposition Mr. Werntz was questioning the integrity of some of the em- 
ployees of the Commission? 

Mr. McCormick. I will have to repeat that I am surprised by the statement 
you just read. I actually have not been aware of the fact that there was this 
direct conflict, and I assure you that I am under the impression that Werntz 
would not question the integrity of the staff. That is at least the impression 
I am in. 

Mr. BENNETT. I am not questioning anybody’s integrity, but there certainly 
is a difference 

Mr. McCormick. From what you read, Mr. Congressman, there isn’t any 
doubt of the fact that the honesty of one or the other is at stake.” 








M’GUIRE LETTER 


On July 3, 1951, Congressman McGuire addressed a letter to Chair- 
man McDonald of the SE C, requesting certain data on Kaiser-Frazer’s 


year-end inventory adjustments. Mr. McGuire’s letter reads, in part, 


as follows 


* * * JT would appreciate it, therefore, if you would advise me whether the 


figures publicly on file with the Commission are the results of substantial read- 
justments either write-ups or write-downs of the inventories as previously carried 
on the company’s books. Specifically, I would like to know what are the amounts 
of the year-end adjustments in inventories of Kaiser-Frazer Corp. for the years 
1947 through 1950. 


In his reply, dated August 1, 1951, Chairman McDonald stated, in 
part, as follows: 


* * * Our examining staff, composed of lawyers, accountants (many of 
whom are CPA’s) and other experts, examines critically all material required 
to be filed with the Commission pursuant to its rules. They made such an exami- 
nation of the company’s filings and found no basis for questioning the adequacy y 
or accuracy of the financial statements included in the reports. * * 





®& Transcript, pp. 3146-3149. 
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I regret that I am unable to provide the extent, if any, of the adjustments to 
which you refer, but an immediate attempt will be made to secure the data you 
desire. You shall accordingly be advised in this matter upon receipt of the 
information. 


On October 9, 1951, Chairman McDonald wrote the following letter 
to Congressman McGuire: 


SECURITIES AND EXCHANGE COMMISSION, 
Washington, D. C., October 9, 1951. 
Re Kaiser-Frazer Corp. 
Hon. Joun A. MCGUIRE, 
House of Representatives, Washington, D. C. 


My Dear Mr. McGutre: This is with reference to the offer contained in my 
letter of August 1, 1951, to make an attempt to secure information as to the 
amounts of year- -end inventory adjustments by Kaiser-Frazer Corp. for the years 
1947 through 1950. 

I regret now to inform you that this information is not available. As you 
know, the company is not required to file such information with the Commission 
under the securities laws or any of the regulations promulgated thereunder. 
The company has informed us, moreover, that it is not willing to have this 
information made available to persons outside the Commission. 

The Commission, of course, has general investigatory powers, but it cannot 
exercise such powers unless it has notice of facts which, if true, indicate a viola- 
tion or threatened violation. We have no such basis for investigation in the 
ease of Kaiser-Frazer Corp.—and reference may be made in this connection to 
the fact that all of the company’s statements have been certified by public 
accountants, and also to Judge Clancy’s finding in Kaiser-Frazer’s breach of 
contract action against Otis & Co. with respect to the 1947 year-end adjustments 
reflected in the company’s 1948 registration statement. 

If at any time we can be of service in this or any other connection, I hope you 
will not hesitate to call on me again. 

Sincerely, 


Harry A. MCDONALD, Chairman, 


The Commission’s files disclose that Kohlhepp, accountant, and 
Behrens, section chief, had prepared a memorandum to Mr. Loss dated 
January 17, 1951, reconstructing the year-end adjustments for 1947 
and the December net profits on “the basis of public documents on file 
with the Commission. The Kohlhepp-Behrens memorandum follows: 


MEMORANDUM 


JANUARY 17, 1951. 
To Mr. Louis Loss, Associate General Counsel. 
Re Kaiser-Frazer Corp., 

Registration Statement No. 2-7371, 

Effective February 3, 1948. 

This memorandum has to do with the changes effected in the accounts of the 
company in December 1947, to which reference is made in note (4) to the summary 
of consolidated sales and earnings on page 7 of the prospectus to the subject regis- 
tration statement. The note, furnished in the second material amendment (filed 
Ji nus iry 27, 1948), reads as follows: 

“The tentative information for the quarter and year ended December 31, 1947, 
reflects various substantial year-end adjustments including provisions for certain 
reserves and a material increase in inventories to conform to the results of the 
complete physical inventory taken by the corporation as of December 31, 1947.” 

A comparison of certain profit-and-loss data for 1947 for the quarters ended 
March 31, June 30, and September 30, for the 2 months and 11 months ended 
November 30, the month of December and the vear ended December 31, and a 
comparison of the balance sheets as of November 30, 1947, and December 31, 1947, 
follows: 
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Net profit (or loss) 









Sales Cost of sales I Seats , Pe 
1 Sale > . 
Amount Percent 
of sales 
3 months, Mar. 31, 1947 $29, 366, 660 107 12.0) 
3 months, June 30, 1947 50, 255, 274 O4 2.0 
3 months, Sept. 30, 1947 67, 800, 77 86 10.5 
2 months, Nov. 30, 1947 57, 161, > ® 13.7 
11 months, Nov. 30, 1947 204, 674, 5 0 &8 
December 1947 27, 357, 7: S2 12.0 
3 months, Dee. 31, 1947 84, 519, 6 § 12.2 
12 months, Dee. 31, 1947 232, 032, 376 Rg 7.4 
11 months tat ‘ : 
ented Nov bs i € led —— e 
30, 1947 ec. 31,1947 | (decrease 
Cash $20, 977, 198 $16. 307, O71 $4, 670, 127) 
United States Government certificates ; 5, 036, 58 5, 036, 585) 
Accounts receivable 9, 958, 123 7, 348, 065 2, 610, O58) 
Inventories 19, 662, 732 30), 461, OSS 10, 798, 356 
Investments ‘ 5,948, 716 6, 494, 328 45, 612 
Fixed assets 30. 680, 894 31. 069, OS 388, 193 
Intangibles ‘ 2, 714, 715 2,714, 715 ; 
Other 733, 280 45, 540 212, 260 
Total - ‘ 95, 712, 243 95, 339, 894 372, 349) 
Current liabilities 20, 852, 729 OR, 516, 344 7, 663. 615 
Notes payable 5 11, 555, 894 (11, 555, 894) 
Due to Graham-Paige 8, 524, 000 8, 524, 000 
Capital stock 7 4, 750, 000 4.750. 000 
Capital surplus ; 54, 591, 273 4, 591, 273 a 
Earned surplus (deficit)... .- poe (4, 561, 653 1, 041, 723 3, 519, 930 
NE en teniieiaicte Sede cok - 95, 712, 243 95, 339, 894 372, 349) 
Inventory detail: y 
Finished automobiles. -- 116 1,332 323, 717) 
Purchased parts and in process _-.--..-- 38, 390 19 4, 583, 084 
Raw materials 902 2 288, 663 








Manufacturing supplies_.-. 3 41 
Reserve for shrinkage. ts (1, f 808 
PP RPOIIIEG duicncicascocnccbakess denecdeh anne caeeenodaeak 4, 422, 877 4, 422, 877 






NS Ne * ee a 19, 662, 732 30, 461, O88 10, 798, 356 


Testimony of J. F. Reis, treasurer of Kaiser-Frazer, was that $10,000,000 of 
the inventory increase in December was due to purchase of raw materials of 
$9,300,000 and from increase in service parts and cars in production. Since 
the $1,553,808 November 30 inventory reserve was canceled and taken into income 
in December for the year ended December 31, 1947, the real inventory increase 
in December 1947, on the basis of the above summary, Was $9,244,548. 

In contrast to the testimony of Mr. Reis in respect of the December inventory 
increase, it appears that trade accounts payable increased in December, from 
$14,344,000 at November 30 to $21,722,000 at December 31, or $7,344,000. It may 
follow, therefore, that $1,900,000 (the difference between the December inven- 
tory increase of $9,244,548 and the December increase of $7,344,000 in trade 
accounts payable) represents the adjustment to bring book inventories into agree- 
ment with actual inventories as of December 31, 1947. This seems to be sub- 
stantially borne out by the testimony of Edgar Kaiser that the inventory adjust- 
ment was $1,200,000 or $1,500,000. 

In respect of the reference in note (4) to “year-end adjustments including pro- 
vision for certain reserves * * *” it is not clear which reserves are referred 
to since the company’s 1947 Form 10-K report (1-8340-2-1) shows no reserves 
other than the usual depreciation and amortization reserves (as to which no 
unusual additions were made in December 1947) and the inventory reserve, men- 
tioned above, which was canceled in December. However, the amortization 
reserve against tools, dies, jigs, and fixtures, was increased in December from 
$5,514,400 at November 30 to $6,229,800 at December 31, or $715,400, and appears 

26882—52 7 
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to be at a higher rate than the $5,514,400 which was provided during the 11 months 
ended November 31, 1947. 

From the above it appears that the net profit for December 1947 may be 
summarized as follows: 





Inventory reserve canceled through profit and loss____- ieee $1, 553, 808 

Inventory adjustment to bring book inventories into agreement with 
physical count (approximate) ~--------------------------------- 1, 900, 000 
December net profit exclusive of above__-~---------- Psioreteneecleegtnbenipaltibce 555, 575 
ees TRO? TET Ceci ene ee oe ons naam 4, 009, 383 


It should also be remembered that when the subject registration statement 
became effective the latest financial statements contained therein were as of 
November 30, 1947, and that the company’s financial statements for the full year 
ended December 31, 1947, were not then available to the Division. Accordingly, 
the Division had no basis of verifying the adequacy or accuracy of the above note 
(4) statement. 

J. W. KouLHePPp, Accountant. 
M. A. Benrens, Section Chief. 

Note.—The following references have to do with testimony on the above (Public 
investigation transcript (File 4-65-1-9) July 15, 1948: 

J. F. Reis, treasurer of Kaiser-Frazer, pages 5073 to 5077. 

Broker-dealer transcript: Edgar Kaiser, May 24, 1950, pages 451 to 456. 

Carter Kissel, counsel for Otis & Co., April 22, 1948, pages 1012 to 1019. 
ec: Commissioner McCormick. 

Mr. King (Chief Accountant). 


Testimony of Harry A. McDonald and Alfred Hill 


Former Chairman McDonald and members of the Commission’s 
staff were asked to explain why Congressman McGuire was not fur- 
nished the data contained in the Kohlhepp-Behrens memorandum and 
why Congressman McGuire was given the impression that there was 
nothing wrong with the Kaiser-Frazer filing and that the Commis- 
sion had “no basis for questioning the adequacy or accuracy of the 
financial statements included in the (Kaiser-Frazer) reports.” 

Alfred Hill, former SEC executive assistant to Chairman Mce- 
Donald, stated that he routed Congressman McGuire's letter to ap- 
propriate staff members, and relied upon them to prepare a factually 
accurate reply. Hill stated that he was unaware of the existence of 
the Kohlhepp-Behrens memorandum until this was brought to his 
attention recently. 

It appears that MeDonald’s reply to Congressman McGuire dated 
August 1, 1951, was drafted, among others, by Kohlhepp and Behrens, 
and McDonald’s reply dated October 9, 1951, was drafted, among 
others, by Shreve, Behrens, Loss, and Hill. 

Hill stated that it would not have been proper for the Commission 
to furnish Congressman McGuire with the data contained in the 
Kohlhepp-Behrens memorandum because that memorandum was an 
attempt on the part of the staff to reconstruct, on the basis of public 
documents, actual earnings for December 1947, and was based on cer- 
tain assumptions as to what the Kaiser-Frazer year-end adjustments 
might have been. The conclusion arrived at in the memorandum, to 
the effect that the December net profit amounted to $555,575, was, 
Hill said, nothing more than a guess based on certain other guesses as 
to the actual adjustments made by the corporation. For that reason, 
he said, he would have advised McDonald against sending such in- 
formation to a Member of Congress. He also pointed to the fact that 
the district court later found the profits to be a little over $600,000, and 
the court of appeals found them to be in the neighborhood of $900,000. 
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Hill assured the subcommittee that it would be difficult for him to 
ascribe to the staff any intention to mislead Congressman McGuire or 
Chairman McDonald. 

McDonald stated to the subcommittee on July 2, 1952, that he was 
unaware of the existence of the Kohlhepp-Behrens memorandum 
“until a few days ago,” that he had no knowledge of any data in the 
SEC files which might have made his letter to McGuire misleading. 
He concurred in the views expressed by Hill. 

McDonald was also questioned concerning statements he had made 
before the entire committee in executive session on February 23 and 
February 27, 1951, relative to the Kaiser-Frazer case when he stated. 

I believe the registration statement of Kaiser-Frazer—and I looked it over 
very carefully—I believe the registration statement portrayed a very clear 
picture of the Corporation’s affairs as they were represented to us by certified 
auditors. 

McDonald explained that this was a fair statement “because in a 
registration statement accompanied by a certified audit you go by the 
certified audit. The trouble with this picture is on the unaudited 
figures.” © 

McDonald was asked whether footnote (4) was clear in its meaning. 
To this question he made the following reply : 

Mr. McDonavp. Congressman, I would have to say it was clear, but it would be 
difficult for the individual to arrive at just what was meant. When it says the 
tentative information for the quarter ended, et cetera, and the material increase 
in inventories to conform to the results of a complete physical inventory, there 
is a lot said in a few words there. I think it does pack a lot in there. To expect 
an individual to know exactly what that means is quite a bit.” 

When McDonald testified before this subcommittee on January 17, 
1952, Congressman Staggers asked him what the Commission was 
doing about the Kaiser-Frazer registration statement and whether the 
Commission had made an investigation. Mr. McDonald replied: “As 
to a formal investigation, nothing. No, sir; we have no basis.” * 


CONCLUSION 


Our review of the Commission’s processing of the Kaiser-Frazer 
registration statement and subsequent developments thereto reveals a 
shocking story of errors, indifference, and evasion on the part of the 
Commission and its staff. We are satisfied from the investigation we 
have made thus far of this case that from the very beginning the Com- 
mission and its staff members were either “asleep at the switch” or 
deliberately ignored the facts that were available to them. 

The Commission and its staff now clearly admit that they were im- 
posed upon and misled with respect to this registration statement. 
The Commission is not yet prepared to say who was responsible for 
the imposition. It has advised us that a review of the whole case is in 
progress. The fact remains, however, that the imposition took place 
in 1948. The Commission has certainly been aware of this fact since 
late 1950. But it has not moved, and indeed saw no necessity for mak- 


8 Transcript, pp. 3296-3304. 
“ Transcript, pp. 3305-3306. 
® Transcript, p. 3309. 
* Transcript, p. 3509. 
Transcript, p. 661. 
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ing a move until after this subcommittee undertook its investigation 
of this case. The decision of the Circuit Court of Appeals for the 
Second Circuit in April 1952 declared the registration statement to be 
misleading, and stated further that— 

Any sale to the public by means of the prospectus involved here would have been 
a violation of the Securities Act of 1933. 

The Commission has given the subcommittee no satisfactory ex- 
planation for its failure to act. The fact that no final sale of stock 
was made to the public under this registration statement, that a private 
lawsuit between Kaiser-Frazer and Otis was in progress, and that the 
error was discovered over 2 years after the filing of this registration 
statement, does not, in our opinion, constitute valid reasons for not 
pursuing this matter. The subcommittee is concerned with the fact 
that in the interim the statute of limitations has run against any 
criminal violation. Anyone who imposes on a Government agency 
involving matters of public concern, such as was the case here, should 
be promptly and effectively dealt with. Not only is this necessary for 
the protection of the public, but such treatment would act as a deter- 
rent against similar violations. If the Commission believes it is 
powerless under existing statutes to proceed against the registrant in 
a case of this sort, it should report to the Congress with recommenda- 
tions for legislation. 

The Commission has pursued Otis & Co. vigorously for alleged 
violations of the Securities Acts. If Otis is guilty of any violation, 
it should be punished. But, at the same time, the Commission has 
not moved against Kaiser-Frazer, its accountants or its attorneys, 
although the charges and countercharges arose out of the same trans- 
action. 

Chairman Cook testified that the Kaiser-Frazer Corp., its account- 
ants and the underwriters had knowledge of the December 1947 
earnings of the corporation but that the Commission was the only 
party which was not given the facts. There is no doubt that the cor- 
poration and its accountants knew the facts. Daley, of Otis & Co., 
denies that he knew the facts until after its accountants had com- 
pleted an independent audit of the Kaiser-Frazer Corp. Whether or 
not Otis & Co. and its counsel, fighting desperately to justify the 
cancellation of the underwriting contract, knew the facts about the 
December 1947 earnings but did not appreciate their significance, as 
the Commission contends, remains to be seen. The fact is, however, 
that Daley testified on April 20, 1948, during the Commission’s pub- 
lic investigation, that he was given the impression at one time that 
Kaiser-Frazer’s operating profit for December was approximately 
$300,000. The Commission considered this testimony of “no special 
significance, and as no more than a part of Otis’ campaign to dis- 
credit Kaiser-Frazer and its stock.” ® 

At the time that Daley testified, and subsequently, the staff was 
advising the Commission that the corporation had made a $4,000,000 
operating profit in December. In a memorandum for the files dated 
April 21, 1948, and in a memorandum for the Commission dated June 
17, 1948, the staff stated that the Kaiser-Frazer Corp. had made a 





88 Quotation is taken from the Commission's minutes of April 21, 1952, which recorded 
a conference of the Commission and its staff on the Kaiser-Frazer registration statement 
in the light of the decision of the circuit court of appeals. 
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profit of $4,000,000 for December 1947. Daley’s testimony should 
have raised a question for the staff indicating that something may 
have been wrong with their conclusions. Mr. Loss, in fact, admitted 
that had he been on his toes he would have appreciated the significance 
of Daley’s testimony. Apparently, the staff’s attention was so ab- 
sorbed in the pursuit of Otis & Co. that they failed to get a complete 
and impartial view of the whole situation. 

The Commission stated that, in its numerous complaints alleging a 
false and misleading registration statement, Otis never called atten- 
tion to the December 1947 e: inings as being misleading. While the 
Commission did check on Otis’ allegations of error, it did so only on 
the specific charges made, and did not review the whole registration 
statement. Mr. “Loss contended that the staff was justified in as- 
suming that if Otis could not find anything to charge against the 
registration statement, there probably was nothing wrong. 

We cannot agree with this contention. In a case of this sort, when 
complaint after complaint alleging a false and misleading registra- 
tion statement was being made, it should not have been necessary 
for the complainant to pin-point errors in order for the Commission 
to initiate a thorough investigation. The Commission was duty- 
bound to make a comprehensive check of the entire registration state- 
ment. 

In his deposition of October 19, 1950, Werntz stated that he gave 
the facts concerning the December 1947 earnings to the Commission’s 
staff. The Commission’s staff denied that Werntz had given them the 
facts; that had they known the facts, they would have insisted that 
the registration statement be amended to make proper disclosure. 
There is no doubt that Werntz has questioned the honesty and integrity 
of the Commission’s staff. For 2 years the Commission made no at- 
tempt to ascertain who was telling the truth. 

Mr. Loss stated that he was convinced the registration statement 
was misleading as early as October 1950 when the Werntz deposition 
was brought to his attention by Otis’ counsel. He further stated that 
he considered this deposition of tremendous significance and that he 
brought it to the attention of the Commission. Yet there is no Com- 
mission minute showing that this matter was discussed by the Com- 
mission, nor did Mr. Loss record his conversation or make any recom- 
mendation. Only one Commissioner vaguely recalls that there was 
some discussion about this matter. We believe that, had it not been 
for the careless and indifferent attitude on the part of both the Com- 
mission and its staff, a more positive and effective course of action 
could have been taken in this case. 

Up to the time of the circuit court of appeals’ decision in this mat- 
ter, the Commission has made a studious attempt to give the impression 
that there was nothing wrong with the registration statement. Testi- 
fying before the Celler subcommittee in November 1949, Mr. Loss 
stated : 

It was after we started our public investigation into the whole affair that we 
began hearing from Otis & Co. that the persons we really should be investigating 
were Kaiser-Frazer, and, of course, at that point, I will say here on the 
record, we again double-checked to make sure that there was nothing in the 
registration statement to which we would take exception, and we have never 
found anything to which we could take exception. 

I will say this categorically, Mr. Keating. Any complaints that were made 
to us we thoroughly looked into, double-checked and triple-checked. We are not 
such fools as to overlook something like that because, of course, we would be 
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subject to very justifiable criticism if we did anything that could be construed 
as taking sides in a private squabble between Mr. Eaton and Mr. Kaiser. , 

We do not say we are perfect. Perhaps things have escaped us, but nothing 
has come to our attention after diligent check—and again I say we do this with- 
out complaints, although we are grateful to have complaints—nothing has come 
to our attention that indicates that there should be any proceeding because of 
the Kaiser-Frazer registration statement. That I can say categorically, and 
have said in court. 

In fairness to Mr. Loss, it should be noted that his statement was 
made before the Werntz deposition was brought to his attention. 

In February 1951, after the Werntz deposition was supposedly 
brought to the Commission’s attention, former Chairman McDonald 
told the entire committee, in response to a question from Congressman 
McGuire, that the Kaiser-Frazer registration statement “presented a 
very clear picture of the corporation’s affairs as they were represented 
to us by certified auditors.” He was then asked whether the public 
was able to learn from the registration statement that the December 
1947 ae of $4,000,000 resulted in large part from technical ad- 
justments. McDonald replied, “I do not believe so; no.” 

On October 9, 1951, McDonald wrote to Congressman McGuire that 
the Commission had— - 
no such basis for investigation in the case of Kaiser-Frazer Corp.—and reference 
may be made in this connection to the fact that all of the company’s statements 
have been certified by public accountants, and also to Judge Clancy’s finding 
in Kaiser-Frazer’s breach of contract action against Otis & Co. with respect to 
the 1947 year-end adjustments reflected in the company’s 1948 registration 
statement. 

Again, on January 17, 1952, Congressman Staggers asked McDonald 
whether the Commission was making an investigation of the Kaiser- 
Frazer registration statement. McDonald replied: 


As to formal investigation, nothing. No, sir; we have no basis. 


The Commission’s staff which examined this registration statement 
impressed us as being capable, skilled, and qualified men in their re- 
spective fields. However, there appears to have been a serious lack of 
coordination among them in the processing of this registration state- 
ment. The staff admitted that footnote (4) to the summary of earn- 
ings, which first appeared in an amendment to the registration state- 
ment filed on January 27, 1948, was of such a character as to raise a 

uestion as to its meaning. Various staff members said they were sure 
that a question was raised and that they must have been satisfied that 
the adjustments referred to in the footnote “washed.” Yet the Com- 
mission’s files contain no record of any letters or conferences or any 
discussions with representatives of the registrant with respect to the 
January 27, 1948, amendment. No one knew who raised a question, 
if a question was raised. We were unable to determine why the staff 
got the impression that the adjustments “washed,” or who gave them 
that impression. The general tenor of their testimony leads us to 
believe that the interna pee of the registration section need 
strengthening to provide for a greater degree of coordination and care 
in the processing of registration statements. 

Subsequent to the preparation of this report, Chairman Cook sent 
the following letter to the subcommittee, advising us of the steps 
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taken thus far by the Commission to tighten up its administrative pro- 

cedures in the processing of registration statements under the 1933 act. 
These changes were initiated as a result of the disclosures brought 
to light by our examination of the Kaiser-Frazer registration state- 
ment. It is hoped that these new administrative procedures will 
avoid a recurrence of the lax handling of registration statements 
clearly evident by our review of this case. 


SECURITIES AND EXCHANGE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, October 27, 1952 
Re Kaiser-Frazer Corp. 
Louis B. HELLER, 
House of Representatives, Washington, D. C. 


My Drar Mr. HELIER: You will recall that on July 2, 1952, the subcommittee 
requested that it be advised concerning any administrative steps taken or pro- 
posed to be taken by the Commission as a consequence of the Commission’s 
experience arising from the abortive Kaiser-Frazer stock offering in February 
1948. The various facets of the offering have, for some time, been the subject 
of consideration among the staff of the several divisions of the Commission 
concerned with such matters and by the Commission. While the Commission has 
not as yet completed its consideration of all aspects of the matter, it has de- 
termined to advise you at this time of the steps taken by it to date to supplement 
and otherwise amend administrative procedures involved in the processing of 
registration statements under the Securities Act of 19383 and to advise the sub- 
committee of other related matters. 

First, the Commission has announced that procedurally, a request by a regis- 
trant for the acceleration of the effective date of a registration statement under 
the Securities Act will not be granted unless such request is joined in by the 
principal underwriters and, in appropriate cases, by any selling stockholders. 
Until our review of the Kaiser-Frazer case following the circuit court opinion, 
the Commission acted upon acceleration requests made by the registrant upon 
the assumption that the principal underwriters had concurred in the registrant’s 
request. This was based upon the view that the issuer and the underwriters 
have a common interest in and reach a common decision regarding the timing 
and execution of an offering of securities. However, in view of the questions 
raised by Otis & Co. within a very short time after the effective date of the third 
Kaiser-Frazer registration statement as to the form and content of the regis- 
tration statement, and because the statute places comparable responsibilities upon 
the underwriters, the Commission feels that it should have the benefit of written 
requests by all of the principal parties to a proposed offering as an indication that, 
as of the effective date, such persons are satisfied that the offering should proceed. 
A copy of the notice sent to registrants in this regard is attached. 

Second, the Commission has supplemented its long-standing direction to the 
staff, to make appropriate inquiry, in connection with all summaries of financial 
information for interim periods, to determine the existence of unusual conditions 
which may affect the propriety of the presentation of the summary of earnings. 
This has been accomplished by further directing that the registrant be required 
to represent specifically in the registration statement, with respect to any un- 
audited interim period included therein, that all adjustments necessary to a 
proper presentation have been made and that the staff obtain from the registrant 
a letter describing in detail the nature and amounts of any adjustments other 
than normally occurring accruals entering into the determination of the results 
reported in the summary of earnings. A copy of revised Memorandum of Ad- 
ministrative Practice No. 4, which has been distributed to members of the Com- 
mission’s staff, relating to this policy, is attached. In this fashion, the Com- 
mission will be assured that its permanent files will contain the necessary in- 
formation. More importantly, the receipt of a written communication concerning 
these matters will bring directly to the attention of the staff the necessity for 
considering the question of whether additional or other disclosures should be 
required. 

Third, despite the pressure of mounting workloads and the shortage of per- 
sonnel, emphasized in recent days by the necessity for a further reduction in 
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force, the Commission has directed that all matters of importance discussed by 
telephone or in person among members of the staff and representatives of regis- 
trant, underwriters, accountants, or attorneys be reduced to writing and placed 
in the Commission’s permanent files. Further, in appropriate instances, the 
staff is directed to request confirmation in writing of any understandings reached 
in such conferences. Although our experience in the Kaiser-Frazer case repre- 
sents the exception rather than the rule, it does demonstrate the wisdom of 
having written evidence of conferences and understandings with respect to mat- 
ters of importance. Wholly apart from obviating later resort to the memory of 
staff members as to certain events or circumstances, a written record will also 
serve as a basis for consideration of similar problems in other cases. 

Fourth, in connection with the processing of registration statements and 
similar documents, the policy has been adopted of requiring the examiner, the 
accountant, or the attorney, depending upon the subject matter, to prepare a 
separate or a joint memorandum with reference to each amendment to a regis- 
tration statement or similar document filed under the securities acts. Such 
memoranda are required to be submitted to the appropriate supervisory or re- 
viewing officials for such action as may be appropriate. Our review of the files 
in the Kaiser-Frazer matter indicates no written evidence that the amendment 
containing the summary of earnings was in fact examined by members of the 
staff. While each of the staff members concerned remembers the summary and 
remembers having considered it, it is the Commission’s view that a requirement 
for written evidence of such examination will in the future obviate any question 
as to the action taken. A staff memorandum dated July 15, 1952, relating to 
the matters discussed in this and the preceding paragraph is attached. 

Fifth, as I understand it, the staff will shortly submit for Commission con- 
sideration a proposed rule which would limit or prohibit, under certain condi- 
tions, stabilization activities by an issuer prior to or in connection with a public 
offering. While the Commission has given much thought to the problem, I do 
not believe it would be appropriate to discuss the matter further at this time. 

Sixth, there is under consideration the promulgation of a rule which would 
require the filing with the Commission, as part of its public dockets, of court 
decisions and opinions which comment upon or relate to registration statements 
and similar documents filed under the securities acts. It is believed that such 
a requirement would be particularly effective in giving publicity to such matters 
and would present in an appropriate public record expressions of the courts con- 
cerning disclosure on file with this Commission. 

Finally, the Commission has published for comment a proposed rule requiring 
the filing of quarterly earnings statements by corporations subject to the re- 
porting requirements of the Securities Exchange Act of 1934. While this pro- 
posal does not relate directly to the Kaiser-Frazer registration statement, it is 
mentioned here because of the inquiries made concerning the alleged failure by 
Kaiser-Frazer to furnish investors with current financial data. Attached hereto 
is a copy of Securities Exchange Act release No. 4755 which gives notice of and 
requests comments concerning the proposed revision of Form 9-K and of certain 
related rules. 

You may be assured that the absortive Kaiser-Frazer offering, and the several 
problems which have been suggested by it, have received and will continue to 
receive the Commission’s attention with the view of improving our administrative 
techniques and devising any additional procedures which experience and changed 
conditions may suggest. May 1 further assure you that the Commission appre- 
ciates the interest of your subcommittee in this matter. 

Sincerely yours, 
DonALD C. Cook, Chairman. 


[ NoreE.—Enclosures referred to in this letter have been omitted from this 
report. ] 


While we have made considerable progress in the study of this case, 
we have been unable, in the brief time available and owing to the 
lack of adequate staff and funds, to explore all its ramifications. We 
have, however, gone far enough to convince us that further study 
should be given to this case. 
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EXHIBIT A TO KAISER-FRAZER REGISTRATION STATEMENT 


SEC REporT OF THE FILING AND PROCESSING OF THE REGISTRATION STATEMENT 
OF THE KAISER-FRAZER Corp. (NO, 2-7371) FILED WITH THE COMMISSION UNDER 
THE SECURITIES ACT OF 1933 ON JANUARY 6, 1948, AND EVENTS SUBSEQUENT TO 
THE EFFECTIVE DATE OF THE STATEMENT WHICH RELATE THERETO 


I. SUMMARY OF THE PROCESSING OF THE THIRD REGISTRATION STATEMENT FILED BY 
KAISER-FRAZER AS DISCLOSED BY THE RECORDS OF THIS COMMISSION UP TO AND 
INCLUDING FEBRUARY 3, 1948, THE EFFECTIVE DATE OF THE STATEMENT 


The registration statement as filed with the Division of Corporation Finance 
on January 6, 1948, related to a proposed public offering of 1,500,000 shares of 
common stock, $1 par value. The underwriters named were Otis & Co., First 
California Co., and Allen & Co? 

In accordance with the usual practice of the Division, this case was assigned 
to an Assistant Director who was responsible for supervising all aspects of the 
processing of the case and to one of the 12 sections which examine registration 
statements in the first instance and prepare comments and recommendations 
concerning their apparent adequacy and accuracy for consideration by the As- 
sistant Director. Each section consists of a section chief, an accountant, one or 
more attorneys, and several analysts. Each section has available to it the services 
of a division engineer and other specialists who may be called upon in appropriate 
situations.* 

The examination of the registration statement was conducted in accordance 
with our customary procedure. The articles of incorporation, bylaws, proposed 
underwriting agreement, contracts, and other documents required to be filed as 
part of the registration statement were analyzed by the attorney to ascertain 
whether the material provisions thereof’ were properly summarized in the pro- 
spectus. The accountant reviewed the financial statements for the purpose of 
determining whether such statements complied with the accounting requirements 
of our rules and regulations and registration form and appeared to present the 
company’s financial condition and operating results in accordance with accepted 
accounting principles.* In this instance the engineer examined into the tech- 
nical aspects of such matters as the supply of materials, particularly steel; the 
company’s patent position; the description of its properties; and the company’s 
depreciation policy. Other staff members reviewed the registration statement, 
prospectus, and the exhibits to ascertain whether all items of information and 
documents required by the Commission’s rules and regulations and the statute 
had been supplied. These analysts considered the completeness and clarity of 
the statements in the prospectus concerning such matters as the company’s busi- 


1Two prior Offerings, distributed by the same underwriters, were registered under the 
Securities Act of 1933 in 1945 and 1946: 





2 : un , Offering 
File No. Number of fer ng 
common shares price 
9.5096. ....- A ae i Ae 1, 700, 000 $10 
a ta a - . J 3 1, 800, 000 2014 


2The Kaiser-Frazer registration statement was assigned to MeCormick, Assistant 
Director; M. A. Behrens, Section Chief; C. E. Burhenne, accountant; C. E. Shreve, attor- 
ney ; and J. M. Broullire, analyst. J. W. Kohlhepp, the accountant for the Section, was on 
sick leave at the time of the original filing but participated in the examination of the 
amendments to the registration statement. J. M. McClare, the Division's Chief Accountant, 
reviewed the work of the accountants in the Section. McCormick and McClare have re- 
signed from the Commissioners’ staff. W. J. Costello, division engineer, assisted in the 
examination. 

3 As originally filed the registration statement contained audited financial statements 
from the organization of the company on August 9, 1945, to June 30, 1947, unaudited 
balance sheet as of November 30, 1947, and profit-and-loss statements for the 5 months and 
11 months ending that date. A summary of earnings in the prospectus reflected earnings 
from inception through November 30, 1947. 

* William Werntz, associated with the publie accounting firm of Touche, Niven, Bailey 
& Smart, accountants for Kaiser-Frazer on December 27, 1947, discussed with Andrew Barr, 
then Assistant Chief Accountant for the Commission, by phone the omitting of separate 
company statements inasmuch as company assets were somewhat lower than 85 percent of 
consolidated assets as of November 30, 1947, but exceeded the 85 percent requirement as 
of June 30 and December 31, 1947. 
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ness, including its products, markets, and methods of distribution, competitive 
position and labor relations, the nature of the proposed offering, the intended 
use of proceeds, the experience of the management, the nature of material trans- 
actions with affiliated persons, the terms of the offering, and other information. 
In the course of this review of the registration statement, u copy of the prospectus 
was transmitted to Anthon H. Lund and Edward H. Emerson of the Division of 
Trading and Exchanges for their comments with respect to the market aspects 
of the offering. There appeared to be no facts or circumstances concerning the 
filing which suggested to the personnel involved the necessity for a formal investi- 
gation or proceeding and none was instituted. The entire examination was con- 
ducted under the guidance and supervision of the Section Chief who, with the 
assistance of the personnel indicated, prepared a proposed letter of comments 
for the signature of the Assistant Director. A letter reflecting the results of 
this examination by the Section, as reviewed by McCormick, was mailed to the 
company January 20, 1948.° 

This letter questioned principally the adequacy and accuracy of the dis- 
closure concerning K—F’s steel supply—the purchase of a plant in Provo, Utah, 
the effect of premiums being paid for steel on prices of the company’s products ; 
its competitive position in years undistorted by the unprecedented demand 
characteristic of the (then) current auto market; the patent situation; and 
necessity for additional financing. 

Since a complete physical inventory had not been taken since the commence- 
ment of automobile production in June 1946, the accountants were asked to set 
forth the accounting justification for use in the certified financial statements 
dated as of June 30, 1947, of amounts unsupported by physical count and verifica- 
tion thereof. In addition, it was requested that notes to the financial state- 
ments disclose information concerning transactions between K-F and its affli- 
ated interests. Also, question was raised concerning certain amounts due K-F 
by Graham-Paige Motors Corp. 

An amendment to the registration statement was filed on January 23, 1948. 
As amended the statement differed principally from the initial filing in the follow- 
ing respects: 

1. The average daily rate of production of approximately 1,000 cars was 
disclosed. 

2. The company’s expectation of receiving a limited supply of steel sheet 
from major steel producers in addition to steel acquired from affiliated 
sources was indicated. 

3. The company’s belief that it would have sufficient steel products during 
the year 1948 to produce automobiles at the rate of 1,500 per day was stated. 

4. The fact that the increased costs resulting from high prices paid for 
steel products by the company averaged $46.15 per automobile produced in 
1947 was shown. 

5. A new paragraph was added to point out that the automobile industry 
is highly competitive and subject to sharp cyclical changes in demand, that 
there had been a high demand for automobiles since the company began 
production and that the company was unable to predict when or to what 
extent a decline in this demand might occur. 

6. A statement was inserted to indicate that since the war the three 
major automobile corporations had produced about 84 percent of the United 
States production. 

7. The company’s belief that its business was not materially dependent 
upon patents was revealed and a sentence added stating that most of the 
parts used by the company which are subject to patents are purchased by 
it from suppliers. 

8. The summary of consolidated sales and earnings which as originally 
filed contained data for the third quarter of 1947 and the 2 months ending 
November 30, 1947, was amended to state that information for the quarter 
and year ended December 31, 1947, would be provided by a further amend- 
ment. 

%. The company referred to the fact that it was negotiating for the pur- 
chase of the Willow Run plant then under lease. 

10. A statement was supplied showing that the Willow Run assembly 
lines were capable of assemblying 1,500 automobiles per day by the use of 
two shifts and that current average production was a thousand cars per day. 


5 Earlier, on January 12, McCormick telephoned Helmer Johnson, K-F counsel, to dis- 
continue certain institutional advertising. 
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11. The aggregate amount of certain transactions with Kaiser interests 
was disclosed. 

12. The time devoted to K—F affairs by its principal executive officers was 
included. 

13. The accountants’ certificate stated that the company was in the process 
of taking physical inventory as of Deecmber 27, 1947, that representatives 
of the certifying accountants were present to observe procedure and that 
they had satisfied themselves as to the reasonableness of the inventories in 
the June 30, 1947, certified statements. 

In addition, two K-F letters dated January 22 discussed questions raised in 
our letter with respect to the treatment of amounts owed by Graham-Paige and 
whether per unit automobile costs were expected to increase. A third K-F letter 
of the same date discussed the company’s warranty reserve policy, the fact that 
$99,000 was in the reserve at June 30, 1947, and estimated that $300,000 to $500,000 
would be necessary as a reserve as of December 31, 1947. Another K-F letter 
dated January 22 commented on K-F’s investments in steel-producing companies 
and concluded that losses would not be substantial should it develop that K-F 
would be unable to acquire its entire steel requirements from the major steel 
producers. The certifying accountants in a letter also dated January 22 ex- 
plained the reasonableness of the inventary amounts used in the certified state- 
ments as of and for the period ended June 30, 1947. No further letter was sent 
by the Commission relating to the registration statement before it became effective. 

On January 27, 1948, a second amendment was filed expanding the summary 
of earnings in the prospectus to include unaudited data for the quarter and year 
ended December 31, 1947. 

Until February 3, 1948, the registration statement and prospectus related to 
a firm offering of 1,500,000 shares of common stock from which $17,250,000 would 
have been received by the company. Late in the day on February 3 an amended 
prospectus was filed by counsel for the company which disclosed that K-F had 
acquired during that day 186,200 shares of its common stock in the open market 
at $13.50 per share in an effort to stabilize the price, a modification of the under- 
writing commitments, possible reduction in proceeds which might be received by 
the company and the possible effect thereof on the proposed expansion program. 

Broullire, Behrens, Shreve, and McCormick thereafter appeared before the 
Commission and recommended that the registration statement be permitted to 
become effective immediately. The Comission (McConnaughey, Hanrahan, 
McEntire and McDonald) declared the registration statement effective as of 5:30 
p. m. on that date. 


Il. MATTERS WHICH APPEAR IN THE COMMISSION’S FILES OR IN THE RECORDS OF 
COURT PROCEEDINGS AS OF A DATE SUBSEQUENT TO FEBRUARY 3, 1948, WHICH REFLECT 
RECOLLECTIONS OF EVENTS OCCURRING BEFORE FEBRUARY 3 WITH RESPECT TO THE 
THIRD REGISTRATION STATEMENT 


As exhibit I (dated December 22, 1947) to Werntz’ deposition taken in the 
K-F-Otis suit * on October 19, 1950, Werntz indicates that McCormick agreed in 
the course of a telephone conversation on December 22, 1947, that in addition 
to the audited financial statements for the period ended June 30, 1947, there 
should be included unaudited statements for the 5 months ended November 30, 
1947, and the 11 months then ended and that in the earnings summary it would 
be desirable to show earnings monthly or by quarters for 1947. 

In the course of replying to a letter of inquiry from Senator Tobey dated April 
26, 1948, McCormick prepared a memorandum to be attached as one of a group 
of exhibits to be furnished to the Senator in which he refers to a telephone 
conversation with Werntz on December 22, 1947, in which he discussed with 
Warntz the periods to be covered in the summary of earnings. 

The latter memorandum also refers to phone calls on January 21 and 22 from 
McCormick to Johnson (K-F counsel) with reference to our letter of comments 
and particularly with reference to the marketing of proposed expanded output 
and possible eventual losses in disposing of high cost steel-producing facilities. 
As referred to in section I above, these matters were commented upon in letters 


® On February 13, 1948, K-F brought an action in the Supreme Court, New York County, 
for breach of contract and damages against Otis & Co. 
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from K-F or its representatives to the Commission bearing date of January 22, 
1948.° 

In an affidavit, dated July 26, 1949, prepared in connection with the lawsuit, 
and in the deposition referred to above, Werntz states that at various times on 
December 26, 27, and 28, and again on January 20, 21, and 22 he participated in 
conferences with Brown and Howard of K-F counsel, Birr of First California, 
and Kissell of Otis. He says that during parts of such conferences, other repre- 
sentatives of the underwriters were present and that a principal topic of discus- 
sion was the desirability of including earnings for December 1947 in the pros- 
pectus in view of substantial year-end adjustments. He indicates in his 1950 
deposition that as a result of such conferences he conferred in Washington on 
January 21 with members of the Commission’s staff. 

Werntz asserts in the 1950 deposition that he told King, Behrens, McClare, 
and McCormick * that because of the year-end adjustments and unusual trans- 
actions in December there would be substantially no more profit for the year 
than there was at November 30. He stated therein that he told staff members 
that with the adjustments December profits would be approximately $4,000,000 
and without them there had been substantially no profit or some loss. An exhibit 
to the deposition, Werntz’ memorandum dated April 20, 1948, summarizes the 
adjustments which he stated in the deposition he discussed with these persons 
on January 21: 

| 


| 
| 


“ Ttem | Estimated amount 


Effect on 
earnings 


Unusual transactions: j 
1. Fontana Steel___.- FS: a | $1, 500,000 Increase. 
2. Advertising ere daa 500,000 | Decrease. 
Year-end adjustments: 


1. Inventory !_- ae a Sa shale eee ae ee 3, 500, 000-4, 500,000 . Increase. 
2. Warranty reserve soabsacerdicanaestiedicmasiaibanttaskingiaid de aie aimebeniatacnaiasat (?) (sic) | Decrease. 
ec UT UII NID pcos csc ann icrctting chs be sericea cielistnin So bande $300,000 Increase. 


Repricing, elimination of shrinkage reserve, and physical over-run.”’ 


Werntz stated in his deposition that he discussed with the members of the 
staff the general nature of a proposed footnote to the summary of earnings. He 
further testified that the footnote as filed (footnote 4) was drafted in New York 
the following day and that he, Werntz, and representatives of the company and 
the underwriters participated in the drafting of the footnote in its final form. 

King, Behrens, and McCormick, on January 29, 1951,” gave depositions for use 
in the K—F-Otis trial. King testified that he reealled no discussion with Werntz 
of the amounts of particular adjustments, the effect of the adjustments or the 
substance of the footnote to the summary of earnings. Behrens testified that 
he had no recollection that Werntz discussed with him either the summary of 
earnings or the content of footnote 4. McCormick testified, in response to a 
question as to whether between January 21 and the effective date of the regis- 
tration statement he recalled any discussion with Werntz with regard to any 
matter contained in the summary of earnings, that he could recall none.” 

An exhibit to Werntz’ deposition of October 19, 1950, consists of a photostated 
copy identified as Werntz’ handwritten draft of footnote 4 to the summary which 
reads: 

“Preliminary and tentative estimates as to the results of operations for 
December 1947, and as to possible year-end adjustments, other than adjustments 


7It should be noted that in the ordinary course, discussions frequently occur, by confer- 
ence or by telephone, between members of the staff of the Commission and representatives 
of registrants, their accountants, attorneys, and underwriters concerning the subject matter 
of letters of comment issued by the divisions of the Commission and the general content of 
responses thereto or of additional information to be supplied by or on behalf of the 
registrant. 

*In a letter to Baldwin B. Bane, Director of the Division of Corporation Finance, dated 
September 28, 1951, Werntz says that his deposition is in error in referring to MeCormick. 

®*McClare had left to become associated with the New York accounting firm of S. D. 
Leidesdorf & Co.; his deposition was never taken. 

1 Otis sought to have the lower court admit the King, Behrens, and McCormick deposi- 
tions in evidenec and to have McClare testify. Judge Clancy refused. 
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affecting inventory, indicate that profits for the 12-month period ending Decem- 
ber 31, 1947, may not be mater ially in excess of the amount shown for the 11 
months ended November 30, 1947.” * 

K-F says this draft was written when it was thought that the registration 
statement would become effective before earnings for the entire year were known.” 
The footnote as it appeared in the amendment filed on January 27 and as it 
appet ured on the effective date reads as follows: 

“(4) The tentative information for the quarter and year ended December 
31, 1947, reflects various substantial year-end adjustments, including provision 
for certain reserves and a material increase in inventories to conform to the 
results of the complete physical inventory taken by the corporation as of 
December 31, 1947.” 

The actual adjustments made in 1947, set forth in plaintiff K—F’s exhibits 
97 and 98 in the record of the trial, show that profits in December, before year- 
end adjustments amounted to $638,227; that credit adjustments, principally 
inventory, totaled $4,953,262; that debit adjustments, factory warranty, bonus, 
ete., totaled $1,582,106. Adjustments applicable to December equaled $225,394, 
resulting in a profit of $863,621 for that month. 

McClare, in a memorandum dated May 3, 1948, prepared for inclusion with 
the exhibits sent to Senator Tobey, summarizes the substance of his January 
21, 1948, conference with Werntz. He states that the principal matter discussed 
related to the accounting justification for the use of inventory amounts unsup- 
ported by physical count and verification thereof for purposes of certified financial 
statements. He indicates that Werntz agreed to furnish a letter setting forth 
the extent of verification procedures.” MecClare also states that there was “dis- 
cussion as to the procedure and disclosure to be made in completing the earnings 
summary” and that it “presented no special difficulties other than in connection 
with the disclosure of information to the effect that substantial year-end adjust- 
ments entered into the determination of the net profit for the final quarter of 
1947.” 

In a memorandum written after the circuit court decision and transmitted 
to Bane with a letter dated April 28, 1952, MceClare states as follows: 

“At best, from a present review of the files (which indicates a painstaking 
examination of the registration statement) there is an obvious inference that if 
any representative of the company or of the accounting firm mentioned the 
December adjustments to the staff it was made clear that the adjustments offset 
each other and had no material effect on December's earnings or on any other 
period’s earnings, including those certified by Touche, Niven, Bailey & Smart. 
Any conclusion to the contrary is entirely inconsistent with the meticulous 
consideration and persistent position of the staff, as shown by the record, with 
reference to assurances as to the accuracy of the inventory.” 

On April 22, 1948, Carter Kissell testified in the SEC public investigation that 
on January 2, 1948, Roy Bronson, Birr, Sarber of Otis counsel, Welson Brown, 
Norman Howard met at Willkie Owen office in New York to discuss SEC’s letter 
of comments. Brown there stated he had received word from Willow Run to 
the effect that December profits were going to be only somewhere between S300,- 
000 and $500,000 before adjustment for inventory count. Kissell stated they 
had anticipated, on basis of Edgar Kaiser's representations, that profits without 
inventory adjustment would be somewhere around $2,500,000." Those present 
were concer: ed about the apparent adverse trend. After a telephone call to 
Edgar Kaiser, then in Michigan, it was reported that this could be explained 
and Kaiser arranged for a conference in New York. There was further dis- 
cussion regarding the question whether December figures should be included 
in the summary of earnings. Kissell conferred that evening at Touche, Niven 
offices with Brown, Bronson, Bailey, and possibly Werntz. Bailey stated that 
December earnings should be in prospectus with whatever footnote necessary 
to clarify seemingly adverse trend and that he had so phoned Edgar Kaiser. 
He also said that Werntz would go to Washington to discuss whole matter with 


" Werntz testified April 26, 1951, in the trial of the lawsuit that the footnote was 
prepared on January 20, 1948, and discussed in the conferences on January 20 referred 
to above. There is no indication that this footnote was ever brought to the attention of 
the Commission's staff. 

2 Appellant's reply brief before the court of appeals. 

The letter dated January 22 in our files was furnished pursuant to that understanding 

“Two days earlier, on April 20, Dailey, president of Otis, testified that Kissell tele 
phoned him on January 20 to say that Kaiser-Frazer profits for December were only 
$300,000 prior to inventory adjustments, and that Otis & Co, had understood previously 
that earnings would be from $4% to $5 million for December. 








102 STUDY OF THE SECURITIES AND EXCHANGE COMMISSION 


SEC. There was some discussion that the charges made in December were 
of nonrecurring or extraordinary nature but Kissell didn’t recall that he had 
any specific information regarding them. 

Edgar Kaiser and Miller (vice president of Kaiser-Frazer) flew to New York 
on January 21 and conferred with Gallagher (of Willkie Owen), Brown, Bron- 
son, and Kissell. E. Kaiser said that, at first, December information had 
looked quite disappointing but that was not at all so, that there had been un- 
usual nonrecurring charges in December, that there had been a problem about 
advertising (which had been charged once to sales and once to advertising) ; 
and that there had been large and unusual shipments of steel; that it was the 
practice of corporation to charge off in the month steel was received the excess 
of steel cost over its then current market; that there was also a charge of 
$200,000 involving a disputed item of steel with Portsmouth Steel, an addition 
to reserve for warranties of $700,000; and additional costs involved in moving 
of machinery and resetting lines at the Detroit engine plant. Finally, he pointed 
out that, on an average, December sales were better than in October and No- 
vember, even though the plant was down for 7 days for inventory taking and 
estimated 1948 profits at $100,000,000 if they could produce 1,500 cars a day. 
Kissell testified that he felt relieved after hearing E. Kaiser. Kissell further 
stated that Werntz had been to the SEC on that day and reported that De- 
cember figures would have to be added to the last quarter of 1947 and that he 
had worked out “some language with them for a footnote to the earnings state- 
ment.” 

On May 4, 1951, in the trial of the lawsuit, Edgar Kaiser testified one of the 
purposes of that meeting had been to satisfy representatives of the underwriters 
that there was no adverse trend indicated by the December earnings. He fur- 
ther testified that when he left the meeting he felt that he had satisfied Kissell 
and Bronson that there was no adverse trend. 

Memoranda in the files demonstrate that the staff, during the period from the 
effective date of the registration statement until the Werntz deposition in the 
autumn of 1950, continued to be of the opinion that the debit-credit adjustments 
referred to in footnote 4 substantially offset each other and that operational 
profits for December 1947 were $4,000,000. McCormick’s April 21, 1948, mem- 
orandum prepared as a result of the April 10 Otis motion, states: “* * * dur- 
ing December 1947 the company made an additional profit of $4,000,000.” The 
staff's June 17, 1948, memorandum, prepared subsequent to the receipt of the 
June 1 Otis motion, asserts: “* * * the registration statement showed that 
the company had earned an additional $4,000,000 in the month of December 
1947.” A memorandum of April 11, 1952, conference between McClare and 
Broullire recites that McClare had been advised by Werntz at a luncheon meet- 
ing in May 1951 that Werntz had told McClare in January 1948 that the year- 
end adjustments “washed.” Bane recalls that McClare advised him to the same 
effect in a conversation with him on the same day. 

Lund, Director of the Division of Trading and Exchanges, testified on July 15, 
1948, in the SEC public investigation that on February 2 a Mr. Carroll of the 
Willkie firm, counsel for Kaiser-Frazer, telephoned him and inquired whether 
an issuer (unnamed) could stabilize in connection with a proposed offering and 
that Lund had advised that there was nothing in our rules to prohibit stabilization 
by an issuer provided that it was at a bid not higher than the independent market 
price at the time. Lund testified further that Johnson of the same firm called 
him at 9 a. m. on February 3 at which time Lund advised Johnson that it would 
be legal for Kaiser-Frazer to bid 13% at market opening if such a bona fide 
price existed the previous night and if such price was uninfluenced by Kaiser- 
Frazer or its underwriters. Lund further testified that he advised Johnson that 
the company could not follow the market up. 

In McCormick’s memorandum mentioned above, he indicates that on February 
3 he conferred with Johnson concerning various problems arising from stabiliza- 
tion and changes in the underwriting commitment. 

(The stabilization activities of Kaiser-Frazer are dealt with in a separate mem- 
orandum prepared by the Division of Trading and Exchanges. ) 


*% Although there is no written record of the matter, Andrew Barr. now the Division 
«of Corporation Finance Chief Accountant, who attended the Werntz-King conference re- 
ferred to in Werntz’ deposition, recalls that Werntz came to see King and Barr on another 
matter unrelated to Kaiser-Frazer, that during the conference Werntz received a phone 
call from Edgar Kaiser or Joseph Frazer, and, upon finishing the call, told King and Barr 
that the conversation concerned year-end adjustments of Kaiser-Frazer. It is Barr’s recol- 
lection that he was told that the adjustments would have no material effect inasmuch as 
the debits and credits involved approximately balanced out. 
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fil, EVENTS SUBSEQUENT TO FEBRUARY 8, 1948, HAVING PARTICULAR SIGNIFICANCE 
WITH REFERENCE TO THE REGISTRATION STATEMENT. THIS SECTION DOES NOT DEAL 
WITH MATTERS WHICH RELATE PRIMARILY TO THE CONDUCT OF THE COMMISSION’S 
FORMAL INVESTIGATIONS OR TO THE ADMINISTRATIVE AND COURT PROCEEDINGS = 


The offering was commenced by the underwriters on Wednesday, February 4, 
1948, at 18. Kaiser-Frazer stock closed on the New York Curb that day at 11.75. 

February 4: The staff of the Division of Trading and Exchanges reported “ 
to the Commission with respect to the stabilizing operations by the company on 
February 3, 1948, and by the underwriters following the effectiveness of the 
registration statement. The staff stated that it proposed to inquire whether 
there had been any illegal activity in connection with the sale of the stock. 
McCormick referred to the published announcement by the underwriters that 
afternoon that the selling group had been terminated and recommended, to 
avoid misleading the public into believing that all shares had been sold, that 
Kaiser-Frazer be required to place a sticker on each prospectus showing the 
number of shares of stock unsold at the termination of the selling group. The 
Commission determined not to call for such an addition to the prospectus. 

February 5: McCormick reported to the Commission the number of shares 
which had heen confirmed to dealers and the number of retail sales made and 
advised the Commission that the underwriters proposed to hold the unsold 
shares until there was a change in the market. McCormick renewed his recom- 
mendation that Kaiser-Frazer be required to place a sticker on the prospectus 
being used with respect to the foregoing matter. The Commission again declined 
to require such a sticker, but authorized McCormick to discuss with counsel for 
the underwriters the possibility of a public statement by the underwriters to 
the effect that news reports that all of the stock had been sold were erroneous. 
On the same day the Commission was advised that Otis & Co. proposed to make 
such a public announcement. 

February 9: Commissioner McConnaughey reported the receipt of a telegram 
from Otis which was essentially a copy of a wire sent to Henry J. Kaiser urging 
that the directors of Kaiser-Frazer purchase from Kaiser-Frazer the 186,200 
shares acquired by it in its stabilizing operations. 

James F. Masterson, a Philadelphia attorney who owned 100 shares of Kaiser- 
Frazer stock, filed a suit in the Wayne County circuit court (Detroit, Mich.) 
to restrain Kaiser-Frazer from selling the registered shares and included as 
defendants the three investment banking firms who underwrote the sale. He 
contended that the $1.50 commission to be received by these firms was excessive, 
and charged that the company was engaged in stabilization activities to make 
possible “an undesirable inflated and rigged price of $13 a share.”’ 

February 10: The Commission was advised that Otis had announced can- 
cellation of the underwriting contract (cancellation occurred on the 9th). 

February 11: The Commission authorized staff members to interview officials 
of Kaiser-Frazer, Otis, and First California regarding cancellation of the under- 
writing contract and approved the release of a statement to the press announcing 
that it was inquiring into the facts concerning the recent Kaiser-Frazer stock 
offering to ascertain whether there was any basis for a formal investigation. 

(February 13, 1948: Kaiser-Frazer served its complaint in its action 
against Otis & Co. brought in the supreme court, New York County, later 
removed to the District Court for the Southern District of New York which 
entered a judgment for Kaiser-Frazer for $3,120,743.51 on July 10,1951. This 
judgment was reversed by the court of appeals, second circuit, April 7, 1952. 
Kaiser-Frazer has announced its intention to petition the Supreme Court 
for review.) 





The various proceedings arising out of the 1948 Kaiser-Frazer stock offering are 
described at pages 5-20 of the Commission's brief of May 1952, In the Matter of Otis € 
Co., Debtor United States Court of Appeals for the Sixth Circuit. In this brief the 
Commission outlined its position that the restraining order of the chapter X court should 
not operate to prevent the Commission from pursuing the revocation action against Otis 
which previously had been authorized by the Commission under sec. 15 of the 1934 act. 

Additional information regarding the Commission's investigation is set forth at pages 
2-7 and 30-48 of the Commission’s memorandum of June 1948 in SEC v. Harrison & Hull, . 
United States District Court for the District of Columbia. This memorandum was filed 
in connection with its action to enforce subpenas directing the named defendants to testify 
with respect to certain matters in the public investigation. 

Copies of these briefs are attached. 

% References to Commission action hereafter in this memorandum relate to actions as 
disclosed by the official minutes unless otherwise indicated. 
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February 17: The Commission received a report from the staff concerning 
its informal inquiry into the cancellation of the underwriting agreement and 
directed continuation of the private investigation. 

February 18: The Commission adopted a formal order directing a private in- 
vestigation under the Securities Act and the Securities Exchange Act with re- 
spect to activities of the underwriters in the common stock offering of Kaiser- 
Frazer. , 

March 3: Lund presented to the Commission an interim report on his in- 
vestigation in the matter of Kaiser-Frazer et al. 

March 4: Lund further reported to the Commission. 

March 16: Lund presented a further interim report and Commission directed 
preparation of memorandum setting forth in detail the results of the investi- 
gation to date. 

March 19: The Commission further considered information obtained to date 
and named a special committee consisting of Loss, chairman, Kelly, counsel, 
Lund, Cashion, and Odenweller to be charged with responsibility of further con- 
duct of the case and directing such committee to submit a recommendation to 
the Commission on April 23.* 

March 20: Letter from Otis to McConnaughey, Acting Chairman, pointed 
out that Otis had noted in the press that Kaiser-Frazer’s output was to be lower 
and that there had been an increase in dealer inventories and inquired whether 
Commission proposed to review the registration statement as it became effective 
and whether Otis would be free to offer the stock publicly if Otis purchased. 

March 23: The Commission adopted an order for public investigation and 
directed that the taking of testimony should begin April 12, designating Milton 
Kroll * to preside at the hearing. 

March 26: Cashion replied to the Otis inquiry of March 20. He enclosed a copy 
of the Commission order of March 23 and stated that, so far as the staff knew, 
the registration statement as it became effective contained no material misstate- 
ments or omissions. He also referred to the necessity of revising the prospectus 
prior to any public offering to reflect any material developments subsequent to 
the effective date. 

March 29: Letter of Otis stating that, after study of the Commission’s order 
of March 23 and Cashion’s letter of March 26, it could not determine whether the 
public investigation would include consideration of adequacy and accuracy of 
registration stutement as it became effective and asking whether the Commission 
had inquired into these matters in its private investigation. 

April 2: The Commission considered the Otis letter of March 29 and approved 
a reply which stated that, in the absence of evidence that the registration state- 
ment at the effective date contained any material misstatements or Omissions, 
the Commission would not pursue this question in the investigation; also stated 
“If you have any facts which you believe will establish that the registration state- 
ment was materially misleading or deficient at the time it became effective you 
are urged to submit them immediately.” The Commission reply also included 
a statement of procedure to be followed in the publie investigation which the 
Commission had approved earlier that day. The Commission also directed that 
copies of said statement be delivered to each witness theretofore and thereafter 
subpenaed in connection with the investigation and be released to the press. 

April 9: The Commission instructed McCormick to secure from counsel for 
K-F a detailed analysis of K-F sales and inventories covering the period before 
and after the effective date of the registration statement. 

April 12: The Commission considered a motion by Otis, dated April 10, in the 
public investigation requesting broadening of the scope of the investigation to 
encompass all aspects of the proposed offering; to be conducted in part under 
section 8 of the Securities Act and section 9 (a) (2) of the Securities Exchange 
Act and to investigate fully into activities, actions, and representations of K-F 
and its management as well as other persons connected with the proposed offering. 

The publie investigation commenced on this date. 

April 15: The Commission considered further the Otis motion of April 10 
and approved a statement to be read into the record which concluded as 
follows: “For these reasons the motion of Otis & Co. is denied without preju- 


Loss then counsel of Trading and Exchange. now Associate General Counsel; Kelly, 
regional administrator, Washington regional office: Lund then Assistant Director of 
Trading and Exchange, now Director of Trading and Exchange: Cashion then Chief Coun- 
sel of Division of Corporation Finance, since deceased ; Odenweller, regional administrator, 
Cleveland regional office 

'Then Assistant Solicitor, now Assistant General Counsel of the Commission. 
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dice to the making of any appropriate motion at any later stage of the in- 
vestigation.” The Commission expressed the view that the order directing 
the investigation was broad enough to encompass the registration statement 
and if evidence should appear the Commission would proceed under section 8 
of the Securities Act. 

April 26: The Gommission gave consideration to a memorandum dated 
April 21 by McCormick commenting on allegations in the Otis motion of 
April 10 which concluded that nothing had been advanced by Otis which would 
afford reasonable grounds for believing that the registration statement as it 
became effective was materially inaccurate or incomplete. The Commission con- 
curred in the conclusions so stated.” 

April 27: The Commission considered a letter received from Senator Tobey 
dated April 26 requesting answers to specific questions. The Division of 
Corporation Finance was directed to prepare a reply. 

April 20: The letter from Senator Tobey was further considered by the 
Commission and the Commission directed that a draft memorandum of the 
Division of Corporation Finance be incorporated into a comprehensive reply 
to the Senator. 

May 12: The Commission approved reply to Senator Tobey’s letter of 
April 26. (This reply was sent to the Senate Committee on Banking and 
Currency and to the House Committee on Interstate and Foreign Commerce.) 

May 17: Otis’ letter to Acting Chairman McConnaughey criticizing the K-F 
statement accompanying its release of earnings for the first quarter of 1948 
in the public press. 

May 18, 20, 27, June 3: Commission received interim reports from the staff 
concerning the progress of the investigation. 

June 1: Memorandum by counsel for Otis submitted to Loss alleging that 
registration statement as it became effective was materially false and mis- 
leading. This memorandum made essentially the same charges submitted 
by Otis in March and April, and in addition alleged misrepresentation by K-F 
to the underwriters regarding January 1948 earnings.” 

June 9: The Commission acknowledged letters received from Otis & Co. 
by each Commissioner, dated May 20, which commented on K-F’s production 
figures. 

June 16: Letter from Hanrahan to Otis acknowledging Otis’ letter of 
May 17 regarding first-quarter earnings. 

June 26: Memorandum by counsel for Otis submitted to Loss alleging like- 
lihood that officials of K-F engaged in transactions violating the antimanipu- 
lative provisions of the 1934 act and concluding that the facts indicated a sub- 
stantial ground for inquiry by the Commission. 

July 14: The Commission considered Otis “proffer of proof and motion 
dated July 8” requesting the Commission reconsider the denial of its motion 
of April 10, to permit cross-examination in the public investigation and to 
extend to Otis power to subpena their own witnesses. The Commission de- 
nied the motion. 

August 3: The Commission considered the possibility of initiating revoca- 
tion of proceedings against Otis under section 15 of the 1934 act and the 
possibility of referring the facts in the matter to the Department of Justice 
for possible criminal prosecution. Action was deferred. 

August 5: The Commission gave further consideration to the matters dis- 
cussed on August 3 and determined to institute revocation proceedings under 
the 1934 act. 

August 11: The Commission adopted an order initiating proceedings against 
Otis pursuant to the provisions of section 15 (b) and 15A (1) (2) of the 1934 
act to determine whether the registration of Otis as a broker-dealer should be re- 


*° Copy of this memorandum attached. 

“Copy attached. 

2In a memorandum dated June 17 the staff of the Division of Corporation Finance 
reviewed the registration statement in the light of the charges contained in the June 1 
memorandum from counsel for Otis and concluded that there appeared to be no basis for 
action by the Commission with respect to the registration statement This memorandum 
however, suggested that officials of K-F be recalled to testify concerning a number of 
questions proposed by the staff as outlined in that memorandum. These officials were 
later recalled and testified in response to these questions Copy of this memo 
attached 
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voked or suspended and whether Otis should be expelled or suspended from 
membership in the National Association of Securities Dealers, Inc.* 

August 18: The Commission directed that the committee named on March 19, 
to conduct the public investigation be responsible for the conduct of the revoca- 
tion action. 

October 4: Letter from Chairman Hanrahan to Senator Tobey enclosing digest 
of testimony covering the first 2,000 pages of the record in the Commission’s 
public investigation. 

November 28, 1949: Chairman McDonald advised the Commission that a 
partner in the accounting firm of White, Bower & Prevo advised him that his 
firm had been employed by Otis to examine into the adequacy and accuracy of 
the registration statement and had inquired whether the Commission would 
be interested in a report of the facts developed in such examination. The Com- 
mission directed the preparation of a letter to White, Bower & Prevo stating 
that the Commission was interested in any information bearing on such ques- 
tion and inquiring whether Otis & Co. had authorized the furnishing of such 
information to the Commission. Such a letter was sent on November 29. 
(Neither the accounting firm nor any one else has ever submitted to the Com- 
mission the results of this examination. ) 

January 4, 1950: The Commission was advised that Otis had filed a petition for 
stop order, again alleging that the registration statement as it became effective 
was false and misleading. Specifically, it was alleged that the registration state- 
ment failed to disclose irregular and unjustified misappropriation of K-F assets 
for the benefit of Kaiser interests, failure to disclose the impairment of corporate 
business due to absence of orders and backing up of cars, impairment of financial 
condition, the making currently by K-F officials of false statements to induce 
trading, and the withholding of earnings figures for the third quarter of 1949. 
(No reference was made to the summary of earnings in this or any previous 
communication from Otis.) On January 6, 1950, the staff prepared a memo- 
randum commenting upon the various charges made. 

July 2, 1951: The district court issued its verdict and opinion and awarded 
damuges to K-F against Otis & Co. (Attached). 

April 7, 1952: The circuit court reversed the district court’s decision and K-F 
announced its intention to seek Supreme Court review. (Attached.) 

* * * * ~ & e 


At no time has any representation been made to the Commission or its staff 
orally or in writing by Otis, any other underwriter, or any of their representa- 
tives that the summary of earnings for the last quarter and year of 1947, as 
reflected in the registration statement as it became effective, was in any way a 
factor in the decision of Otis to breach the underwriting contract or that Ois 
was aware at that time of the facts subsequently disclosed in the testimony of 
Daley, Werntz, Kissell, and other representatives of the company and the under- 
writers alluded to above. 

(Norre.—Attachments referred to in this report have not been reproduced but 
were submitted to the subcommittee. ) 


73 Hearings under this order were held for a few days in May 1950. The Commission 
is now appealing from an order in the chapter X court (Otis having filed a petition in 
chapter X following the district court’s decision in the K-F lawsuit) restraining the 
Commission from going forward with this proceeding. 





STABILIZATION 


Since the passage of the Securities Exchange Act of 1934, there has 
not been occasion, until recently, for the consideration of the opera- 
tion and administration by the Commission of that portion of section 
9 (which relates to the manipulation of prices of securities) having to 
do with stabilization. The provisions of this section were designed to 
meet certain evil practices which the Congress desired to correct.’ 
Some were made unlawful by the statute, others, including stabliza- 
tion, were unlawful unless conducted in accordance with the rules and 
regulations of the Commission, 

The desire of the International Bank for Reconstruction and De- 
velopment to be relieved of the Commission’s jurisdiction over any 
stabilization operation, and the result of the stablization undertaken 
in the third offering of the stock of Kaiser-Frazer Corp.,’ again had 
focused attention of the committee to this provision, and it was set 
down as an item in the examination made by the subcommittee. 

Stabilization is the buying of a security for the limited purpose of 
preventing or retarding a decline in its open-market price in order to 
facilitate its distribution. In the distribution of an issue, some pro- 
portion will find its way back into the open market. This open- 
market selling, which may act to depress the price, and preclude the 
success of the new financing, is absorbed through stabilizing purchas- 
ing by the underwriting sy yndicate, normally at a bid price placed at 
the issue price. 

In their consideration of the abolition of manipulation and artifi- 
ciality in market prices of securities, the committees of the Congress 
heard testimony on the underwriters’ necessity for some sort of con- 
tinuing stabilizing procedures. It was recognized that stabilization, 
even though confined simply to the deterring of price declines and 
not of stimulating price increases, was an artifici: ility, and in fact, 
manipulation. Nevertheless, the C ongress appeared reluctant at that 
time completely to ban the practice, and was then content to cireum- 
scribe it only as the Commission should prescribe.‘ 

The resulting language of section 9 (a) (6) relating to this practice 
is as follows: 

Sec. 9. (a) It shall be unlawful for any person, directly, or indirectly, by 
the use of the mails or any means or instrumentality of interstate commerce, or 


1 Securities and Exchange Act of 1934, section 2 (3): 

“Frequently the prices of securities on such exchanges and markets are susceptible to 
manipulation and control, and the dissemination of such prices gives rise to excessive 
speculation, resulting in sudden and unreasonable fluctuations in the prices of securities 
which (2) cause alternately unreasonable expansion and unreasonable contraction of the 
volume of credit available for trade, transportation, and industry in interstate commerce, 
(b) hinder the proper appraisal of the value of securities and thus prevent a fair calcu- 
lation of taxes owing to the United States and to the several States by owners, buyers, 
and sellers of securities, and (c) prevent the fair valuation of collateral for bank loans 


and/or obstruct the effective operation of the national banking system and Federal 
Reserve System.” 


2? Hearings, H. R. 6443, 80th Cong. 
* Other aspects of this offering are elsewhere herein discussed at length. 


*For discussion of legislative intent and comment, see Securities Exchange Act release 
No. 2446, March 16, 1940. 


107 








108 STUDY OF THE SECURITIES AND EXCHANGE COMMISSION 


of any facility of any national secyrities exchange, or for any member of a na- 
tional securities exchange 
* * * * * * * 

(2) To effect, alone or with one or more other persons, a series of transactions 
in any security registered on a national securities exchange creating actual or 
apparent active trading in such security or raising or depressing the price of such 
security, for the purpose of inducing the purchase or sale of such security by 
others. 

* * * * * %* * 

(6) To effect either alone or with one or more other persons any series of 
transactions for the purchase and/or sale of any security registered on a nha- 
tional securities exchange for the purpose of pegging, fixing, or stabilizing the 
price of such security in contravention of such rules and regulations as the 
Commission may prescribe as necessary or appropriate in the public interest or 
for the protection of investors. 


Following a study of stabilizing, the Commission in 1940 adopted a 
rule effective February 15, governing transactions incident to the 
stabilizing of security prices in certain limited types of situations, 
namely, where the stabilization was undertaken to facilitate the offer- 
ing of a security at the market or at a price related to the market 
price.® 

At that time the Commission published a statement of its policy on 
the broad problem of the pegging, fixing, and stabilizing of security 
prices. This statement outlined the legal, ethical, and economic as- 
pects of the problem, described the arguments for and against the 
practice, and evaluated the alternative courses of Commission action.° 

In that statement the Commission outlined the underwriter’s argu- 
ments in justification of stabilization : 


Without adopting the reasons frequently advanced to justify the widespread 
use of stabilizing in aid of security distributions we may restate the arguments 
as follows: 

One argument runs that stabilization is warranted in order to offset the 
market abnormalities which result from the very fact of the offering. When a 
new or an additional issue of significant size is offered to the public a tempo 
rary glut of the market may often be the immediate result. At the same time 
the demand for the offered security is diverted by the underwriters and the 
selling-group dealers away from the open market and into the channels of the 
distribution itself. The selling efforts of dealers necessarily attendant upon 
the making of the offering thus result in taking away from the open market the 
demand for the offered security which might otherwise there exist. As noted, 
“free riders,” as well as other buyers who change their minds, will sell, and ata 
time when there is a temporary unbalance between supply and demand created 
by the offering. These scattered open-market sales, taken in conjunction with the 
sudden influx of supply and the accompanying withdrawal of normal open-market 
demand into the channels of direct distribution, unless counteracted, will exert 
a market influence which, according to the underwriters, is out of all proportion 
to their real significance. The sound market value of millions of dollars of new 
securities, unseasoned and not yet digested by the investing public, should not, 
they say, be predicated upon a handful of resales the market effect of which is 
unduly magnified by the present-day publicity given to market quotations. 
Therefore, the underwriters urge that stabilizing, although admittedly an arti- 
ficial influence, is justified to neutralize a temporary condition of oversupply 
which itself may likewise be regarded as abnormal, and that temporary sta- 
bilizing controls, commensurate with the degree of the temporary abnormal dis- 
parity between supply and demand, are warranted to offset that unbalanced 
condition of the market. 

Another argument is based upon the underwriter’s view that it is appropriate 
and desirable for a seller to permit a buyer to return his securities if he so 
desires. ‘Chis applies not only to the investing public but to the members of the 


* Rule X-9A6—1, Securities Exchange Act release No. 2363, January 8, 1940 
Securities Exchange Act release 2446, March 18, 1940 
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underwriting syndicate and the selling group as well. Dealers or underwriters 
in one section of the country may overestimate local demand just as investors 
may overestimate their own ability to carry a security. At the same time others 
may have been unable to fill their demand. It is consequently desirable, say the 
underwriters, that they should be permitted to repurchase and reallocate to 
others the securities of those who bought more than they can handle. Another 
variation of the same general contention is that the underwriters have an obli- 
gation to the purchasers of the issue to afford a market place where those pur- 
chasers who wish to sell may be able to do so at a fair price. On this basis the 
industry urges that it is in the interest of the investing public itself for the 
underwriters to provide the advantages of such a market place by placing their 
syndicate bid at or near the offering price. 

The third argument is based upon the necessities of the situation. Under the 
existing system, which today revolves around firm commitments and fixed-price 
offerings of securities to a relatively speculative public, some degree of stabiliza- 
tion, according to the underwriters, is necessary to the successful flotation of new 
security issues on anything other than a continued bull market. Since under- 
writers today are primarily salesmen having only the limited capital of dis- 
tributors, they claim that they cannot undertake long or even medium term com- 
mitments in order to insure the success of billions of dollars of security offerings. 
If an entire issue of securities is to be bought by such underwriters at a fixed 
price, it is said to be vitally necessary that those underwriters be able to protect 
themselves as well as the selling-group dealers, against a disorderly open market 
during the resale of the issue to the public. This is said to follow because if the 
market price of a new issue sags even fractionally below the offering price, it 
cannot be sold at the offering price which was determined when the issuing cor- 
poration received its price for the issue. This in turn is assigned to the fact that 
the American public follows daily price quotations closely and is as much con- 
cerned with immediate paper profits or losses, as well as with liquidity, as it is 
with the ultimate fate of the security if held on a long-term basis. Stabilization 
is therefore said to be an unfortunate, but nevertheless an unavoidable con- 
comitant of modern security distribution, of present-day public markets and of 
the existing public emphasis upon widely published daily market quotations. 


After reviewing these arguments, the disadvantages and advantages 
of stabilization and the congressional intent, the Commission said: 


It seems clear that the only course open to the Commission is to adopt regula- 
tions which can be revised from time to time as we see how they actually work. 
Such regulations must reconcile, as far as possible, the often conflicting objec- 
tives of protecting purchasers of securities, on the one hand, and of preserving 
the ready flow of capital into industry, on the other. Here, as in most other 
fields of human activity, perfection is an unattainable ideal. Compromise and 
adjustment are inescapable. A closer approach to the ideal than is now achiev- 
able may in the future be found in the development of investment banking or 
other underwriting institutions with sufficient resources so that the need for 
stabilizing can he substantially reduced, even entirely eliminated. But the 
growth of American industry cannot wait upon such a development. Conse- 
quently, the Commission has concluded that its immediate duty under the statute 
is to meet the situation through regulated stabilizing, frankly recognizing the 
experimental character of its approach to the problem. 

In a separate statement designed to demonstrate that stabilizing was 
primarily for the benefit of the underwriters of securities and not the 
investors or issuers, Commissioner Healy attacked stabilizing as “a 
manipulation designed to help induce the public to exchange its money 
for a security which the underwriter is selling at a market price the 
decline of which, through his own acts, he is preventing or retarding.” 
Expressing regret that the majority of the Commission was willing to 
accept stabilizing as an integral part of our system of security distribu- 
tion, he wrote: 

I think that the worst possible situation in which to permit stabilizing is when 
the offering price is represented to be at the market. Even when stabilizing is 
permitted in connection with an offering at a fixed price, the harm to investors is 
not to be overlooked for there the stabilized price may frequently mislead and 
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injure those who buy. The investor, observing the exchange price or (as often 
happens) having had his attention called to it by salesmen, believes, as he has a 
right to, that the price is one made by the free play of supply and demand in a 
fair and unmanipulated market. But when the offering price is at the market 
the possibilities of deception and injury to investors are immeasurably increased. 
Securities issued at the market are issued on the theory that the price is set not 
by the underwriter but by the interplay of the forces of supply and demand. Yet 
the regulation by permitting stabilizing of such securities permits an interference 
with the free forces of supply and demand and thereby tolerates the creation of a 
price mirage and the distortion of the price which would be set by the market if 
it were to function without artificial support.’ 


The majority of the Commission was not unmindful of the argu- 
ments against stabilization raised by Commissioner Healy, particu- 
larly as to the relative weights to be given the respective interests of 
the investor and those of the underwriter and issuer. In such connec- 
tion it stated : 


There is no denying the fact that to allow any stabilizing, in order to achieve 
the congressional objective of not seriously interfering with the needs of industry 
for capital, may to some extent block the other congressional objective of pro- 
tecting the individual, direct investors who buy securities. The possibilities of 
injury to such buyers, resulting from stabilizing, can be reduced—although per- 
haps they cannot be wholly eliminated—by careful regulation of stabilizing. To 
that limited extent the one objective of Congress must give way to the other. 
With study and care we may be able by regulation, to reduce to a very narrow 
compass the area of conflict between those objectives. Or we may witness such 
changes in our investment machinery as to make stabilizing of relatively little 
importance. It is not inconceivable that through the development of new types 
of investment companies we shall some day have true underwriters with ample 
capital (representing the savings of a large number of individual investors) who 
will not need to rush to the market, and who will not feel it necessary to restrict 
their investments to bonds, as do most institutional investors today. 

If no such or similar development occurs and if after a period of working with 
regulated stabilizing, we find that the injury to purchasing investors is uncon- 
trollably too great, then, but not before, we should request Congress to determine 
which of these two objectives is to be paramount.® 


In the intervening years the Commission’s rules dealing with stabi- 
lization have related ‘only to offerings at the market or at prices re- 
lated to a changing market price. The practice applicable in a fixed 
price offering has been embodied in a number of interpretations, some 
of which have been issued in the form of releases * but most of which 
have been individually rendered by letter or telephone in answer to a 
specific 1 request.*° 

Concurrently, the Commission requires reports on all stabilizing 
operations," and also requires full disclosure in the prospectus used 
in the distribution of the fact that stabilizing may be contemplated or 
in fact is being done.” 


7 Ibid., p. 22. 
5 Thid. 13 3 
°R. g * Boe urities Exchange Act of 1934, Release No. 3056, September 27, 1941: No. 3505, 


Btevesiiee 16, 1943: No. 3506, November 16, 1943: No. 4163, er ere 16, 1948. 

# Seventeenth Annual Report, June 30, 1951, p. 41: “It is the Commission's experience 
that issuers and underwriters place great value on the immediate service which the Com- 
mission is able to render them by being at all times available to give them responsible 
advice as to the proper stabilizing techniques in the offerings of securities. Also the same 
policy of the Commission extends to both manipulation and stabilization in that it seeks 
to prevent violations of the law rather than to allow them to develop to the point where 
monetary losses occur. The investor naturally wants to see a violator of the law brought 
a re but this does not insure the return of any financial loss that he may have 
suffered.”’ 

1 Rule X—17A02, Securities Exchange Act Release, No. 2008 February 9, 1939. 

2 Rule 837, Securities Act Release No. 1890, February 9, 1939 (now rule 426). 





STUDY OF THE SECURITIES AND EXCHANGE COMMISSION 111 


From March 1939 to June 1, 1952, a total of 5,733 registration state- 
ments were filed under the Securities Act of 1933 covering the offering 
of securities. Of this number, more than 3,000 contained an expres- 
sion of reservation of the right to stabilize some 3,360 issues. Of the 
latter number, some 1,002 actually were stabilized.“ The breakdown 
by years is set forth in the following table: 

% From memorandum to Chairman Heller, by Anthon H. Lund, Director, Division of 


Trading and Exchanges, June 2, 1952. The specific totals are not ascertainable owing to 
unavailability of complete data for year 1944. 
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Of significance in the table is the showing that no stabilizing oper- 
ations have been conducted in “at the market” offerings since 1943 
under rule X-9A6-1, the Commission stating that the industry con- 
tends the rule is unworkable." 

In February 1948, the Kaiser-Frazer Corp. undertook an offering 
of 1,500,000 shares of common stock, 900,000 on a “firm” and 600,000 
on a “best efforts” basis. It had outstanding 4,750,000 shares. On 
February 3, the corporation undertook for its own account to stabilize 
the market for its common stock on the New York Curb Exchange and 
other exchanges in advance of the proposed public offering of the 
stock, and during the course of the stabilization that day purchased 
a total of 186.200 shares. The registration statement became effec- 
tive that evening, and on the following day the underwriters pur- 
chased additional shares in their stabilizing for a total of 232,100 
shares, or 15.5 percent of the offering.” 

In order to place this Kaiser-Frazer stabilizing operation in its 
proper time setting, and further to study stabilizing operations gener- 
ally, the Commission, at the request of the subcommittee, studied all 
31 common-stock stabilizing operations begun and concluded in the 
12-month period August 1, 1947, to July 31, 1948, together with 30 
common-stock offerings which were not stabilized but which were 
nearest in point of time to each stabilized issue. 

Of the stabilized common-stock issues during this period of a year, 
exclusive of Kaiser-Frazer offering, the total number of shares of- 
fered was 11,633,751, of which 259, 962 shares were bought in stabiliz- 
ing, and the total number of outstanding shares was 35,164,108 prior 
to the offering. The average number of offered shares bought in 
stabilizing, excluding the Kaiser-Frazer offering was 2.2 percent, 01 
3.7 percent inclusive of that offering. The average, however, appears 
meaningless, as the individual operations show a range from 0.07 and 
0.2 percent to 10.1, 14.3, and Kaiser-Frazer at 15.5 percent. 

Careful analysis of the extensive statistical data furnished to the 
subcommittee by the Commission reveals that no conclusion can be 
drawn concerning these 31 stabilized issues, including the Kaiser- 
Frazer offering, from the bare statistics of proportion of the issue 
stabilized. There is no correlation among them in time, nature of the 
industry, size of offering, number of shares previously outstanding, 

amount of shares repurchased in stabilizing. For example, while 
it is true the lowest point during this period of the Dow-Jones in- 
lustrial average, roughly 165, occurred at approximately the time of 
the Kaiser-Frazer offering, the highest point before, about 182, and 
the highest thereafter, 192, also find the next largest purchases of 
shares in stabilizing operations. 

The Commission further furnished the subcommittee with some 65 
charts and graphs comparing the prices of the stabilized and the un- 
stabilized issues at 1 month, 3 months, and 6 months after the offering, 
in response to the request that such data might shed some light on the 
effect of stabilization versus nonstabilization.® 

Analysis of these data show them to be equally unproductive in their 
lending themselves to any statistical conclusion. The average price 


14 Tbid. 

1% Securities Exchange Act Release No. 4163, September 16, 1948: memorandum to 
Chairman Heller from A. H. Lund, op. cit., June 2, 1952. 

1® Memorandum of A. H. Lund to Chairman Heller, June 2, 1952, op. cit. 


-~, 
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of the 30 stabilized stock issues 1 month after the termination of stabi- 
lization was 4 points below the Dow-Jones industrial index, 8 months 
after the termination was also 4 points below, and continued to be 4 
points below at the end of 6 months. The average price of the 30 un- 
stabilized stock issues 1 month after the date of offering was 2 points 
below the Dow-Jones industrial index, 3 months after was 5 points 
below, and 6 months after was 7 points below. Both averages, how- 
ever, that of the stabilized and that of the unstabilized groups, are 
meaningless, as individual prices vary over a wide range, some are 
above the index, some below, some above at one period and below at 
another, and in general show no correlation when subjected to such 
tests as time, size of issue, total shares outstanding, kind of industry, 
earnings, and the like. It is not feasible to draw any conclusion from 
such price data concerning the effect which stabilization may or may 
not have on the subsequent price behavior of the security. 

While from the evidence and testimony submitted to the subcom- 
mittee it is not possible at this time to reach any conclusive determi- 
nation as to whether the manipulative provisions of the statute re- 
quire revision as they relate to stabilization, it is yet inescapable that 
the amount of the stabilization undertaken in the third Kaiser-Frazer 
offering casts some doubt on the effectiveness of the statute, or on the 
administration thereof by the Commission, fully to meet the situa- 
tion posed in this instance.” 


%7Mr. BENNETT. Mr. Lund, why did the Commission permit the Kaiser-Frazer registra- 
tion to become effective within a few hours after the company had engaged in the biggest 
stock-stabilization operation, as you described here, in the history of the Commission, 
and only a few minutes after the underwriters’ agreement was changed from one involving 
the sale of 1,500,000 shares to one involving the sale of 900,000 shares? 

Mr. LunpD. I think the Commission allowed it to become effective because I did not 
object to it, as the head of the Stabilizing Section. In other words, my opinion, then, 
and also my opinion now is that there has been no violation of the law in connection 
with these matters. 


a pearenee. It is a fact—is it not ?—that this stabilization or manipulation had been 
conducted——— 

Mr. LUND Gatumpening?. This is not a manipulation, sir. This is a stabilization op- 
eration involving the purchase of 186,000 shares of stock which is much larger than 
anything else the Commission ever had. 

Mr. BENNETT. As the person upon whom the Commission relied in things of this kind, 
in connection with an extraordinary or unusual situation involving the largest stabiliza- 
tion that we ever had before, should you not have recommended a cooling-off period so 
that you could have given this thing further thought and study? 

Mr. Lunp. By hindsight you no doubt are right. At the time and in the climate of 
the prospectus that came in to the SEC there did not appear to be any violation. The 
prospectus had language, similar to the language on page 19 on this prospectus, that the 
underwriters reserve the right to buy up to 15 percent of the number of shares being 
offered in stabilizing. Nearly every prospectus reserves the right to buy up to 10 percent, 
15 percent, 20 percent, or 25 percent. Fifteen percent of 1,500,000 shares is 225,000 
shares. Now, they only bought 186,000 shares as compared to a disclosed reservation to 
buy 225,000. So, they were not going beyond the terms of the offering as contained in 
the prospectus (Transcript, pp. 2813-2814). 

* * * * . e . 

Mr. HAtL. Do you have to approve of stabilization up to the extent of 186,000—— 

Mr. Luwp (interposing). We do not approve. The law says that if a man pushes the 
market up or pushes the market down for an illegal purpose, that is violative of the 
law. And, if we ever catch anybody doing it, we go after him. 

In this particular case, the buyer of these shares was an unwilling buyer. He bought 
186,000 ; stood there all day and bought shares. There was nothing aggressive. He was 
not pushing the price up or pushing the price down for any purpose. He was doing 
merely what the law says he can do, preventing or retarding a decline. That is the way 
the Commisison interprets that, what the law says. 

Mr. HALL. I think you agree with me that it creates a false situation, does it not? 

Mr. Lunp. It creates a very false situation. There is no question about that. 

Mr. Hav. And it did in this case. 

Mr. LuNp. It did in this case: yes, sir. 

Mr. Hats. And you say that the Commission's hands are tied? 

Mr. L.unp. Under the law the Commission could not take any action against anybody. 

Mr. Haw. If that is so, why did vou immediately call on and talk with the Commis- 
sioners, and go out on the road and make investigations ? 

Mr. Lunp. I wanted the Commission to know that this was a very unusual situation 
and in my opinion there was nothing illegal about it, but that there was a_ possibility 
that we would learn of a lot of people who were doing things that were wrong—not the 
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The need for reexamination of the Commission’s practice seemingly 
has been recognized by it when it circulated a notice of opportunity to 
submit proposals for regulations or legislation regarding the stabili- 
zation of market prices by persons offering securities to the public.’ 
In that notice the Commission referred to the statutory provisions con- 
cerning stabilization and other forms of manipulation,’ the lack of 
judicial precedents defining the difference, and reiterated the Com- 
mission’s administrative interpretation as follows: 


It has for many years been the Commission’s position, expressed both orally 
and by letter to any member of the public making proper inquiry, that stabiliza- 
tion for the sole purpose of preventing or retarding a decline, whether the stabili- 
zation is effected by an underwriter or by an issuer, does not of itself violate 
sec. 9 (a) (2) or any other section of the Securities Exchange Act of 1954 so 
long as the stabilizing purchases are effected at whichever is the lower ef two 
figures—(1) a bona fide independent market price for the security being stabilized 
or (2) the public offering price of the issue once the offering is made—and that 
within these restrictions there is no limit under existing statute and rules on the 
amount of securities which may be purchased in the stabilizing process. 


After referring to the Kaiser-Frazer stabilizing, the Commission 
said: 


In the Commission’s experience it is not unusual for ¢ utility company solicit- 
ing competitive bids in connection with a proposed offering of securities to re- 
serve the right to stabilize for a short period preceding the opening of the bids, 
but it has not been customary for the issuer to stabilize in connection with 
negotiated underwritings. So far as the amount of stock purchased by way of 
stabilization is concerned, the Commission has imposed no restrictions. Fre- 
quently however the agreement among underwriters reserves to the managers the 
right to repurchase a fixed percentage of the amount of securities being offered, 
the amount not infrequently running as high as 15 percent. 

The Commission desires to receive the benefit of any suggestions which is- 
suers, underwriters or others interested in the distribution of securities as sellers 
or purchasers may have for changes in the present treatment of stabilization, 
whether through changes in existing rules or regulations or through additional 
legislation. If the Commission determines after receiving these suggestions that 
changes are necessary, a further opportunity will be afforded to comment on 
specific proposals prior to any substantial alteration in the Commission’s rules. 


It then invited comment from interested persons on a number of 
items, such as prohibition of stabilization in advance of offering or by 
the issuer, limitations on the amount of securities which might be pur- 
chased, applying some formula, for the dropping of the stabilization 
bids, additional disclosures, and others.” 


people who were doing the stabilizing or underwriting, but dealers throughout the coun- 
try, who might have been dumping stock with a view to buying the stock back in at half 
a point cheaper next day, and that is actually what happened (Transcript, pp. 
2820-2821). 

18 Securities Exchange Act Release No. 4163, September 16, 1948. 

1® Securities Exchange Act Release No. 4163, Sentember 16, 1948: “In the absence of any 
applicable rule except with respect to ‘market offerings’ (which in reecnt years have been 
very rare) the question whether a particular course of conduct is unlawful manipulation or 
lawful stabilization rests at present on interpretation of sec. 9 (a) (2), which must of 
course be construed in the light of sec. 9 (a) (6). Sees. 9 (a) (2) and 9 (a) (6) are by 
their terms limited to securities registered on a national securities exchange. However, 
the Commission has repeatedly held that conduct which violates sec. 9 (a) (2) when it 
concerns a registered security violates the general antifraud provisions when it concerns 
a security not registered on an exchange. Consequently, the line between fraud or manipu- 
lation and lawful stabilization with respect to unregistered securities rests similarly at 
present on interpretation of these general antifraud provisions, which like see. 9 (a) (2) 
must be construed in the light of the fact that the Congress when it dealt specifically with 
stabilization determined not to outlaw the practice by statute.” 

* Ibid. Without limiting the scope of its invitation for comment, the Commission is 
particularly interested in the following questions : 

1. Whether the Commission, by rule, should prohibit all stabilizing to facilitate offer- 
ings of securities, or whether it should prohibit specifie types or aspects of stabilizing: 
for example, (a) stabilizing in advance of a public offering, (b) stabilizing by an issuer, 
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It is understood that the Commission received only a handful of re- 
plies to this invitation for comment. To date the Commission has not 
pursued this problem to any further conclusion.” 

It is the opinion of the subcommittee that this subject warrants 
more definitive consideration by the Commission. In 1940 it stated 
its intention to proceed somewhat by trial and error until it could 
develop the facts and arrive at some recommendation which it might 
present to the Congress. It is apparent that during the ensuing 
years it has proc eeded chiefly by interpretation in individual “ases, 
and has not promulgated any rules or regulations covering the major 
practice, as the statute requires it to do. In 1948 it again appears to 
have recognized the difficulty attending specific kinds ‘of stabilization 
operations, and the need for reconsideration of its practices. It is 
apparent, also, that even in this narower field it has not acted. 

We are of belief that the Commission earnestly and expeditiously 
should grapple with this problem, with the view either of the early 
promulgation of rules publicly covering these operations, or of recom- 
mending to the Congress such changes in legislation as its experience 
and study show now to be desirable. 


© 
(c) stabilizing of any class of securities of an issuer other than the class being offered, 
or (d) overallotment of the offered security. 

2. Whether the Commission should impose limitations on the nature or extent of 
stabilizing and related activities; for example, (@) by limiting the amount of securities 
which may be purchased for the purpose of stabilizing to some percentage of the amount 
being offered to the public or some percentage of the amount of the security traded on 
the stock exchange (where the security is traded on an exchange), or (b) by applying 
to all stabilizing operations some formula for the dropping of bids comparable to that 
contained in the Commission’s regulation X—9A6—1, or (¢c) by prohibiting a stabilizer 
from raising his stabilizing bid under any circumstances (or, alternatively, by permitting 
such an increase in the bid only where an independent market has existed at a higher 
level for a given period of time), or (d) by prohibiting certain classes of persons having 
an interest in an offering of securities from effecting any purchases whatever of securi- 
ties of the offered class for a period prior to and during the offering, except properly 
limited stabilizing purchases and purchases from the person making the offering or 
from other participants in the distribution. 

3. Whether the right to stabilize should be conditioned on the assumption by the 
stabilizer of any affirmative obligations: for example, (a) an obligation to “sponsor” 
the market for a period after the distribution is completed, or (b) an obligation for a 
limited time to repurchase on demand securities sold while the market was being sta- 
bilized, or (¢) an obligation to prevent or retard any rise in the market price prior to 
the completion of the distribution if the stabilizer has previously purchased securities 
to prevent or retard a decline in the market. 

4. Whether there should be any added requirements for the disclosure of stabilizing 
either generally or in each transaction or quotation; for example, disclosure (a) on the 
stock-exchange ticker tape or (b) in reports of transactions or quotations in newspapers 
or quotation services or (c) in confirmations given to customers. 

5. Whether, in order to avoid violations of law, members of stabilizing syndicates should 
receive from the syndicate manager more information than they do under current prac- 
tices regarding the status of the distribution and the commencement and termination of 
stabilizing. 

6. Whether it would be desirable and feasible for the Commission to prohibit attempts 
to profit from the price disparities which are sometimes incident to distributions of se- 
eurities; for example, (a) whether the public should be prohibited from selling securi- 
ties against a stabilizing bid with the intention of replacing the securities from the of- 
fered issue at a lower price, or (b) whether distributing firms should be required to make 
a bona fide offering at the public offering price before selling their allotments at higher 
prices. 

7. Whether any action should be taken regarding problems arising under special circum- 
stances; for example, where an underwriter who has a commitment to purchase stock not 
subseribed through warrants or rights desires to purchase warrants in the market in order 
to cover current sales of stock and thereby to reduce the size of his commitment. 

8. Whether any other changes are appropriate in the Commission’s present rules and 
interpretations regarding stabilizing: for example, rule 426 under the Securities Act of 
1933, regulation X-—9A6—-1 under the Securities Exchange Act of 1934, rules X—15C1-—8 
and X—17A-—2 and Form X—17A-1 under the latter statute, and the opinions regarding 
stabilizing in Securities Exchange Act Releases Nos. 3505 and 3506 (11 Fed. Reg. 10986 
and 10987, secs. 241.3505 and 3506 (1943) ). 

21 Mr. HaLn. In view of the fact that this situation arose out of a stabilization of stock 
price on the market which you say is completely legal under the present law, and brought 
about this situation under which the public could be defrauded, have you made any recom- 
mendation as to any change in the rules to take care of situations like that? 

Mr. LuNp. We have not. What we did, sir, was this. We asked the entire public to 
make any comments to us they might care to make as to whether our stabilizing rule and 
procedure should be changed. I think Mr. Loss can verify this, that we got something like 
five answers. 

Mr. HALL. Have you made any recommendations to the effect that there be any changes 
made with respect to controls of any offering or stabilization on the stock market? 

Mr. Lunp. No, sir; we have not. (Transcript, p. 2823.) 








RELATIONSHIP OF FORMER COMMISSION PERSONNEL 


The subcommittee was in receipt of charges concerning undue in- 
fluence exerted upon the Commission and its staff in the handling 
and disposition of certain cases in which former members and former 
staff of the Commission appeared. Some of these charges were pre- 
sented in the form of sworn testimony before the subcommittee, in 
which instances the subcommittee heard replies from the individuals 
concerned as well as from the Commission. 

The importance of the question of any such influence cannot be 
gainsayed, for an agency entrusted with the duties, responsibilities, 
and powers so far-reac ‘hing and significant as are those of the Com- 
mission, must be above the. slightest suspicion of reproach. 

Within the limitations of time and of staff imposed upon it, the sub- 
committee diligently and carefully looked into this subject. 

In addition to the testimony before the subcommittee, there was 
available to it the report which the Commission made to a subecommit- 
tee of another committee,’ and voluminous special reports requested 
by this subcommittee on every phase of the Commission’s administra- 
tive and judicial proe eedings wherein any former member, or former 
employee, or firm in which either may have been connected, appeared. 
In all, the activity before the Commission of a total of 147 persons 
formerly connected with the Commission was studied.° 

It is obvious that the possibility has existed and is present for the 
exercise of influence wherever any individual formerly associated with 
the Commission or, for that matter, any similar governmental agency, 
returns in a representative capacity. It is a problem inherent in the 
very nature of the recruitment and separation of personnel. The fair 
and adequate solution of such problem, and the elimination or mitiga- 
tion of the potentiality for evil which lodges therein, however, is 
neither simple nor unramified. 

The Commission, itself, has continuously grappled with this subject, 
and early crystallized into its rules the following broad provision : 

Rule II (e) of the Commission’s Rules of Practice provides 


The Commission may disqualify, and deny, temporarily or permanently, the 
privilege of appearing or practicing before it in any way to any person who is 
found by the Commission after hearing in the matter- 

(1) not possess the requisite qualifications to represent others; or 
2) to be lacking in character or integrity or to have engaged in unethical 
or improper professional conduct. 


1 Securities and Exchange Commission Report on Practice before the SEC 
officers and employees, 1946-50; Subcommittee No. 1, House Committee on the 
1951. 

2 As examples, for the last 5 years, or in some cases since the start of the 
sion, all appearances in matters involving registration statements; regulation 
broker-dealer applications, suspensions, and revocations; Publie Utility Aet proceedings : 
bankruptey and reorganization proceedings ; investment company registrations; fraud and 
criminal action cases: exchange member disciplinary actions, and the like 

3 Admittedly, this does not cover all former personnel, as the requests generally were 
restricted only to employees in the higher grades and to all Commissioners 
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At the time of the adoption of this rule, the Commission issued the 
following statement regarding its application to former employees 


Under the amended Rules of Practice any former member of the staff of the 
Commission who shall appear in a representative capacity in any matter, includ- 
ing an investigation conducted by the Commission, which was pending before the 
Commission during the period of his employment and with which matter hé has, 
by virtue of his employment with the Commission, such familiarity as to be 
prejudicial to the proper conduct of the case, or in which matter he acted for the 
Commission in such a way as to make unethical his subsequent connection there- 
with, and any person employing the services of any such former member of the 
staff in such matters, without first obtaining the consent of the Commission, may 
be held to be lacking in proper professional conduct.‘ 


In addition the Commission adopted a policy concerning the nego- 
tiation by employees for private employment with persons having 
business before the Commission : 


The Commission considered the propriety of staff members seeking employ- 
ment with persons subject to the Commission’s jurisdiction, with particular 
reference to the efforts of members of the staff of the Public Utilities Division to 
secure employment with registered public utility holding companies or their 
subsidiaries. The Commission adopted the following declarations of general 
policy : 

(1) No staff member shall seek employment with any person who then has 
pending before the Commission any matter upon which the staff member is or 
has been engaged. 

(2) A staff member who has, by submitting his resignation or otherwise, noti- 
fied his superiors of his intention to leave the service of the Commission may, 
without objection, seek employment with a person subject to the Commission’s 
jurisdiction provided that that person has no matter pending before the Com- 
mission on which the staff member is or has been engaged, and provided further 
that the staff member, after opening negotiations for employment, shall not there- 
after participate in the consideration of any matter affecting his prospective 
employer. When in any such case the prospective employer has recurring busi- 
ness before the Commission, the staff member shall keep his superiors currently 
advised of the progress of his negotiations for employment 

(3) A staff member shall not be precluded from seeking employment with a 
person subject to the jurisdiction of the Commission merely by reason of having 
participated in the consideration of matters affecting such person, provided the 
matters thus considered have been disposed of by the Commission and have no 
bearing on matters which may arise in the future.® 

Though such rules and statement of policy were adopted, the sub- 
committee is convinced they have not been uniformly and earnestly 
applied. Numerous persons who had been connected with the Com- 
mission returned in a representative capacity in sundry appearances 
before the Commission or in discussions with its staff. 

The subcommittee believes that opportunities existed for such per- 
sons to exercise improper influence and to receive preferential treat- 
ment. ‘To check on such activities is a time-consuming job requiring 
an investigatory staff which was not at the disposal of this subcom- 
mittee. Hence, we recommend that the relationship of the former 
commission personnel should be examined into very carefully. 

The subject was treated at some length during the subcommittee 
sessions with members of the Commission. In response to a direct 
question by Chairman Heller regarding the imposition of a prohibition 
upon “alumni” appearances in Commission matters, Mr. Donald Cook, 
Chairman of the Commission, expressed himself as follows: 

I will divide my views into two parts. First, my views on the merits and, 
secondly, my views on whether anything should be done apart from‘ the merits. 


* Securities Act Release No. 1761, Securities Exchange Act Release No. 1759, Holding 
Company Act Release No. 1188. June 27, 1938. 
5 Commission minutes, June 14, 1939; "recirculated to all personnel, March 22, 1951. 
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First, let me say that I believe the problem is one that is greatly exaggerated. 
I believe that if you were to talk to former employees of any agency, who left that 
agency and thereafter practiced before it, you would discover that they honestly 
und sincerely believe that they have a tougher row to hoe in connection with any 
matter which they handle than a man who has not been employed by that agency. 
I think the reason is that the people in the agency with whom they have to deal 
are conscious of the fact they have got to be able to justify their actions at any 
time, perhaps in a public forum, and perhaps in an atmosphere which is one not 
conducive to placing the event in an impartial light, so that they lean over back- 
wards in their dealings with that former employee to make sure that whatever 
he gets in the way of favored treatment, favorable results from that agency, is 
something that will unquestionably stand up. And, I would say to you in all 
seriousness and frankness, that if I were not in the Government and I had prob- 
lems before a Government agency, I would choose a lawyer skilled in the par- 
ticular business, if he could be found, who had not theretofore had any connection 
with the particular agency. 

You do not know what enemies, for example, a former employee might have 
made. You do not know what all of the circumstances are that are operative, 
and I would rather have a good technician who had not been with the ageney 
handle my problem and not have to worry about all kinds of extraneous things 
that might be operative. 

Now, therefore, so far as the merits are concerned, I believe the popular 
idea that former employees of an agency receive favored treatment is wholly 
erroneous. 

I believe that there are some cases which under any circumstances a former 
employee should have no connection with and should not be permitted to par- 
ticipate in. Those cases are in situations where the former employee received 
special knowledge of the facts of the case which would render his participa- 
tion on either side of the question inimicable to the interest of his former 
client, the United States Government. In those cases I believe it is not just 
a question of a 1-year bar or a 2-year bar. I believe it is a question of a per- 
petual bur. 

Now, you asked for brief comments, so I am not going to elaborate on this, 
although I have considered it a great deal and could elaborate on it 
extensively. 

Having said what I have, I nonetheless believe that from the point of view 
of an institution—and that I think it is fair to say is what the Securities 
and Exchange Commission is, and what these other agencies are—I think 
from the point of view of an institution, it is almost as bad to have people 
believe that there is something wrong in the appearance of a former em- 
ployee before his old agency as if there were actually something wrong. sv 
that I mean to say that such a belief is damaging to the public position of an 
agency as that position is fixed in the minds of people who listen to the radio, 
who read the newspapers, who read the magazines, and who read the Con- 
gressional Record. 

That public position is of great importance to that agency and to the people 
who work for it: and if in any way that public position is disparaged as a 
result of a practice which is criticized extensively, whether ‘that practice is 
deserving of that criticism or not, I feel that something should be done to 
eliminate the cause of that criticism, even though in the process you may work 
injustices upon the employees of that agency. 

I think that, if I may put it this way, as trustees for the institution we owe 
more to the institution than we owe to the individuals who, at any particular 
time, happen to be employed by it. 

Therefore, I personally believe that the question of the merits of this so- 
called alumni problem is entirely beside the point at this juncture. 

I believe that the criticism which has been directed at this Commission, 
whether fairly or unfairly, is something that we must all reckon with and 
something that those of us who have the power to do so ought to put an end 
to, if at all possible. 

Now, with that in mind, back in October of 1951, immediately upon the issu- 
ance of the Senate report by the Senate Committee on Ethics in Government, I 
obtained a copy of that report and forwarded it to our General Counsel’s office 
and asked the General Counsel to study the recommendations of that committee 
and to advise me as to which of those recommendations, in the judgment of that 
office, the Commission might adopt. 
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You will see from that date that that occurred prior to the time when I was 
Chairman of the Commission; that it occurred prior to the time that the name of 
our former Chairman was submitted to the Senate for confirmation in the posi- 
tion of Administrator of the Reconstruction Finance Corporation. 

I had a report back from the General Counsel's office, as I recollect, some time 
late in January. 

Mr. Hever. That is 1952, then; is it? 

Commissioner Cook. 1952. Thereafter, I asked the General Counsel to prepare 
a draft regulation dealing with the matters we have been discussing this after- 
noon, which draft regulation would then, as I contemplated, be circulated widely 
among the key employees of the Commission, as well as the Commissioners them- 
selves, for the purpose of getting their comments. And when that had been done, 
and those comments had been received, we would evaluate the material and 
present to the Commission the question of whether our present regulations should 
be amended, and if so, in what fashion.*® 

Drafts of the proposed regulation, to which Chairman Cook re- 
ferred, dealing with the official conduct of present Commission mem- 
bers and employees and with practice before the Commission by former 
members and employees, were prepared, and circulated among the 
members and employees for comment. Such draft regulation, together 
with comments thereon, subsequently were made available to the sub- 
committee.’ 

Cursory examination of the comments on the proposed regulation, 
made by 82 of the Commission personnel, points up some of the difli- 
culties in equitable resolution of the problem. While such replies 
practically unanimously indicate complete sympathy with the purpose 
sought to be achieved, they also raise questions about the practicality 
of the methods a Among such questions are differing opin- 
ions over the length of time following employment during which the 
individual would be barred from appearing in any representative ca- 
pacity, the application to the one Commission and not uniformly to 
all Federal agencies, and sundry suggestions as to phraseology. A 
major question raised relates to the resulting problems of recruitment 
and of personnel separation were the regulation thus in effect. 

That this last problem is not idly raised is peculiarly evident in the 
case of the Commission, which for many years has had a steady attri- 
tion in the number of employees, partially through the self-liquidation 
of work under the Public Utility Holding Company Act, and more re- 
cently, and especially actutely, through required reductions in force 
or involuntary separation procedures. For example, with a total 
personnel at the end of fiscal year 1952 of 866, which is approximately 
half of the 1,723 as of June 1941, the Commission, as a result of the 
1953 appropriations, engaged in further reduction in force procedures 
in July as to 40 employees, and in October as to an additional 46. 
Arbitrarily to ban from private employment in the lines where such 


® Transcript, March 18, 1952 

7Letter from Mr. Cook to Chairman Heller, June 20, 1952. The proposed regulation 
appears herein as exhibit A to this section. 

The memorandum accompanying the circulation of the regulation describes it as 
“designed to implement as closely as is possible, in view of the special circumstances 
applicable to the Securities and Exchange Commission, the recommendations of the sub- 
committee of the Committee on Labor and Public Welfare, U. S. Senate, as set forth in its 
Report on Ethical Standards in Government. Pursuant to that report, a bill introduced 
in the Senate, S. 2293, is intended to establish “a code of official conduct of officers and 
employees in the executive branch.” The proposed rules, accordingly, follow quite closely 
the provisions of S. 2293. Since the provisions of the Senate bill are very general in 
character, the proposed rules will have attached thereto as appendixes the existing 
regulations which cover a portion of the same subject matter. The footnotes in the pro- 
posed draft (which will not be published in the final regulation), describe suggested 
changes in the existing detailed regulations degisnated to make them conform more closely 
to the scope of S. 2293. It is contemplated that these changes will be made simultaneously 
with the adoption of the proposed regulation and made public as appendixes thereto. 
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employees may be especially skilled either from experience gained with 
the Commission or from pre-Commission aptitude and spec ‘jalty, solely 
by reason of the employer having business with the Commission, mani- 
festly could be conducive of unjust treatment of those whose separa- 
tion from the Commission results from no action or choice of their 
own. 

Such comment is not here inserted for the purpose of argument 
ugainst the desirability of some sort of rule or statute carrying out the 
intent of the theory prompting such proposed legislation as that con- 
tained in section 105 of S. 2293, that influence or appearance of in- 
fluence is more likely to be involved in the practice of a high-ranking 
Government official appearing before the agency with which he was 
connected, than in other areas of practice before the agency. On the 
contrary, the subcommittee fully endorses such laudable purpose. 
It merely wishes to sharpen up some of the problems which are in- 
volved, especially in a time when the dictates of the need for adequate 
national defense may prompt or permit lesser portions of the Govern- 
ment’s income to be made wie 8 for nondefense agencies, with 
ensuing curtailment of their personnel. 

The subcommittee is fully cognizant of the problem here involved, 
and of the need for some solution. It is not yet certain of the exact 
character or form which such solution should take. It is of the same 
Gpinion, however, as that expressed by the entire committee in con- 
nection with recent legislation dealing with the Federal Communica- 
tions Commission * that whatever ultimately might be determined 
upon should possess more or less equal, applic ability to all of the regu- 
latory agencies under the committee’s aegis, and, indeed, to all of 
the independent agencies and departments of the executive branch. 
It heartily recommends, therefore, further consideration on the part 
of the appropriate committees of both Houses, looking toward an 
over-all solution of this problem. 


Exuuisit A to THIS SECTION 


MEMORANDUM 


To: The heads of all divisions, offices, and all regional administrators. 
From: The Chairman. 


Attached are draft copies of a proposed regulation which the Commission 
has before it for consideration dealing with the official conduct of present 
Commission members and employees and with practice before the Commission 
by former members and employees. 

The regulation, composed of three rules, is designed to implement as closely 
as is possible, in view of the special circumstances applicable to the Securities 
and Exchange Commission, the recommendations of the subcommittee of the 
Committee on Labor and Public Welfare, United States Senate, as set forth in 
its Report on Ethical Standards in Government. Pursuant to that report, a 
bill introduced in the Senate, S. 2293, is intended to establish “a code for official 
conduct of officers and employees in the executive branch.” The proposed rules, 
accordingly, follow quite closely the provisions of S. 2293. Since the provisions 
of the Senate bill are very general in character, the proposed rules will have 
attached thereto as appendixes the existing regulations which cover a portion 
of the same subject matter. The footnotes in the proposed draft (which will 
not be published in the final regulation) describe suggested changes in the existing 
detailed regulations designated to make them conform more closely to the scope 


SH. Rept. No. 1750, 82d Cong., April 8, 1952, -e S. 658, Communications Act Amend- 
ments, 1952, p. 21. 
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of S. 2293. It is contemplated that these changes will be made simultaneously 
with the adoption of the proposed regulation and made public as appendixes 
thereto, 

Ruel: division head, head of an office, and regional administrator is directed 
to circulate copies of the proposed regulation to all persons who are presently 
affected by proposed rule 2 (b), including individuals presently in the grade of 
GS-13 and 14 but not holding a position of head of an office, since such individuals 
may become subject to the special provisions of proposed rule 2 (b) upon 
advancement. 

It is requested that each person to whom the proposed regulation is submitted 
shall prepare written comments of his views on the entire regulation. These 
comments, together with a memorandum from the head of each office or division 
presenting his own views and summarizing the comments submitted by his 
subordinates, shall be forwarded to this office no later than 2 weeks from the date 
appearing on this memorandum. 


REGULATION WITH RESPECT TO OFFICIAL CONDUCT AND WITH RESPECT TO PRACTICE 
BEFORE THE COMMISSION BY FORMER MEMBERS AND EMPLOYEES OF THE 
CoM MISSION 


Rute 1. General description of improper official conduct 
(a) It is deemed improper official conduct for a member or employee of the 
Commission to— 

A. Engage, directly or indirectly, in any personal business transaction or 
private arrangement for personal profit which accrues from or is based 
upon his official position or authority or upon confidential information which 
he gains by reason of such position or authority ; 

B. Accept, directly or indirectly, any valuable gift, favor, or service from 
any person with whom he transacts business on behalf of the United States; 

©. Diseuss or consider future employment by any person outside the 
Government with whom he is transacting business on behalf of the United 
States ; 

D. Divulge confidential commercial or economic information to any un- 
authorized person, or release any such information in advance of the time 
prescribed for its authorized release; 

E. Become unduly involved, through frequent or expensive social engage- 
ments, with any person outside the Government with whom he transacts 
business on behalf of the United States; or 

Fk. Act in any official transaction which affects chiefly a person (1) by 
whom he has been employed or with whom he has had any significant 
economic interest within two years prior to the time of such transaction or 
decision, or (2) with whom he has any significant economic interest at the 
time of such transaction or decision. 

(0) Paragraph (a) hereof is subject to the following qualifications: 

A. Outside or private employment by employees of the Commission is 
regulated in more detail by Appendix A hereto.*. Such professional writings 
or teaching activities as the Commission may specifically authorize shall 
not be deemed prohibited by paragraph (a) A. Employees’ inventions and 
patents are subject to Executive Order 10096. 

B. Negotiations with respect to future private employment are subject 
to the specific requirements set forth in Applendix B? 

C. Subparagraph F of paragraph (a) is not intended as a comprehensive 
description of the circumstances under which members of the Commission 
or employees should refrain from acting in official matters because of a con- 
flicting personal interest, nor to deal with the problem of when it may be- 
come necessary in the interest of the Government to act notwithstanding a 
conflicting personal interest. A prior interest as a security holder, other 
than in a family or close corporation, shall not in itself be deemed a signifi- 
cant economic interest. Employees’ securities transactions and the pro- 
cedure relating to the determination of whether an employee’s interest 


1 Office memorandum, dated February 14, 1949, continued in effect without change. 
? Memorandum of June 14, 1939, continued without change, except for omission of intro- 
ductory statement referring to the 1935 act. 
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should disqualify him from acting in a particular matter is governed by Ap- 
pendix C.’ 


Rue 2. Appearances by former members and employees of the Commission 


(a) No former member or employee of the Commission shall— 

A. at any time appear before the Commission in connection with any 
case or other matter with which he was directly connected while a Com- 
missioner or employee; or 

B. at any time participate in the preparation of any such case or other 
matter. 

In determining whether a former member or employee was as such “di- 
rectly connected with a matter,” the Commission will be governed by whether 
the former member or employee of the Commission acquired by virtue of 
his employment with the Commission such familiarity with the matter as to 
make the contemplated activity on his part prejudicial to the proper conduct 
of the case, or otherwise unetbical. 

(b) No former member of the Commission or former employee who was the 
head of any division or office, or held the grade of GS-15 or above, shall for a 
period of [two] years after the termination of his service as such appear in 
person before the Commission as the employee or representative of any person 
outside the Government in any matter arising under the Holding Company Act or 
Investment Company Act or in connection with any investigation or proceeding 
under any other Act which had been instituted by the Commission or was antic- 
ipated at the time of such employment or retainer. This paragraph shall not be 
deemed to preclude— 

A. participation as a member of a law or accounting firm or otherwise in 
the preparation of a case or other matter with respect to which someone 
else has both the primary responsibility and makes all appearances in 
person ; 

B. such communications with the Commission as may be incidental to 
participation in litigation involving the Commission, includng proceedings 
subject to Chapter X of the Bankruptcy Act; 

C. appearance as a witness, or in informal conferences, as an officer or 
employee of a company responsible for taking corporate action which is sub- 
ject to investigation or regulation under any Act administered by the Com- 
mission, if the primary duties of the person so appearing are not to represent 
the company in transactions before the Commission. 

(c) Appearance before the Commission for the purpose of this rule includes 
appearance before, and communication with, any member or employee thereof. 

(d@) Any former member or employee of the Commission who, within two years 
after ceasing to be such, is employed or retained as the representative of any per- 
son outside the Government, either to appear before the Commission or to par- 
ticipate in connection with a matter in which some other person is to appear be- 
fore the Commission, shall, within ten days of such retainer or employment, file 
with the Secretary of the Commission a statement as to the nature thereof 
together with any desired explanation as to why it is deemed consistent with 
this rule. Employment of a recurrent character may be covered by a single com- 
prehensive statement. Persons in doubt as to the applicability of this rule may 
apply for an advisory ruling of the Commission. 


RuLe 3. Participation in violation of Rules 1 and 2 


Knowing participation in a violation of this regulation by persons not within 
the scope of Rules 1 and 2 shall likewise be deemed improper conduct and in 
contravention of Commission rules. 





* Office memorandum No, 51-F continued with the following change: 

“Any employee assigned to work on any application, filing, or matter of a company in 
which securities are owned by the employee or in respect of a matter in which he may 
have a personal interest, shall immediately advise the Division Director or Regional Admin- 
istrator of the fact. Division directors and regional administrators are authorized to 
direct the reporting employee to continue with the assignment in question where this 
appears in the interest of the Government, taking into account the nature of the employee’s 
interest, the extent that his activities will be supervised, and the difficuly of assigning the 
matter to some other employee. Where the employee in question is not relieved of the 
assignment, hia written report concerning the nature of his interest shall be forwarded to 
the Director of Personnel with a notation that he has been directed to continue the assign 
ment together with such explanation, if any, as may seem appropriate. In the event tht 
a Division director or regional administrator deems that he has, himself, such personal 
interest in a transaction as may raise a question as to his disinterestedness, he may 
delegate his responsibility in the matter to a subordinate, but in that event shall au’ mit 


a brief memorandum of the circumstances to the Director of Personnel.’ [New matter in 
italics. ] 








SEC PERSONNEL 


The Commission advised the subcommittee that its staff has been 
repeatedly and drastically reduced since 1941. In that year, which 
represented the peak of the Commission’s personnel, employment 
averaged 1,723 man-years. Asa result of a further cut in appropri- 
ations for the current year, the Commission has stated that it has 
been compelled to discharge additional employees and to abstain from 
filling vacancies until average employment reaches 807 man-years. 
This means an over-all cut of over 50 percent during the li-year 
period. As a consequence, the Commission has advised the subcom- 
mittee that it cannot adequately perform the duties imposed on it by 
the Congress in the seven important statutes which it is charged to 
administer. The Commission believes that approximately 1, 100 em- 
ployees are needed if investors are to have the minimum amount of 
protection to which they are entitled. 

This subcommittee does not have sufficient facts to evaluate the 
Commission’s claims, although we recognize it is not uncommon for 
Federal agencies to allege inadequate “personnel as the reason for 
failing to carry out their statutory duties. We think some means 
must be devised to eliminate excuses of this character as a basis 
for failing to give the public the protection which the law intended. 
( ‘onsequently, the subcommittee believes that the allegations of “help 
shortages” by the Commission should be carefully and thoroughly 
studied. 

On the other hand, the subcommittee has some reservation whether 
the Commission most efficiently has utilized the personnel which it 
has had for most effective administration of the several statutes. This 
is especially true in the instance of the work under the Public Utility 
Holding Company Act of 1935. Although this statute was contem- 
plated as largely being self-liquidating, here after 17 years the sub- 
committee finds many cases yet not disposed of and substantial per- 
sonnel still assigned to such work. While it well can be appreciated 
that in the early years during the pendency of definitive court de- 
cisions, and subsequently during the war years, there may have been 

valid reasons for some tardiness in the ac +hievement of the ends sought 
by the act, it would appear that the Commission’s pursuit and clean- 
up of this work since the end of the war has been most dilatory. A1- 
though assurances continually have been given the committee by the 
Commission, starting as far back as 1947, that the work would be prac- 
tically consummated within 2 or 2 214 years, this eventful target seems 
farther away than ever. Of course, had this work been actively and 
energetically carried along, many more positions today, even under 
the stated restricted budget, would have been available for under- 
taking some of the other assignments of the Commission, such as the 
ama examination of registered broker-dealers, which have been 
neglected. 

There are other evidences of internal lack of coordination, between 
Divisions and between regional and home offices, of duplic ation of 
effort, such as preparation of legal actions in the field and in Wash- 
ington, and similar areas in which reexamination of past practices and 
tightening up of procedures well may assist in meeting the Commis- 
sion’s personnel problem. Some of these are commented upon under 
the various captions of this report. 
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TENURE OF SEC COMMISSIONERS 


The subcommittee is concerned with the rapid turn-over of the 
Commissioners which has taken place at the SEC. In the 1s-year 
period of its existence, the Commission has had 26 members. Of the 
21 members no longer with the Commission, only 5 members (7 mem- 
bers if present Commissioners are included) served for a period of 5 


years or longer, another 6 members completed appointments to unex- 


pired terms ranging from 1 to + years, and 9 members did not com- 
plete their first appointment, whether for a full 5-year term or less. 

Of the 21 Commissioners who have left the SEC, 7 were appointed 
to other positions in the Federal Government (3 to judicial posts, and 
4 to positions in the executive branch of the Government). One mem- 
ber resigned to become a justice of a State supreme court, and one 
Commissioner died in office. Twelve members left to accept posi- 
tions in private industry or private practice. Many of the former 
Commissioners who turned to private practice, or their firms, have 
participated in SEC matters. 

Only 7 of the 26 members appointed to the Commission have served 
for a period of at least 5 years. The average tenure of the present 
Commissioners is 35 months. 

In the years following the creation of the Commission in 1934, the 
scope of its duties has been increased greatly as new laws were en- 
acted by the Congress and delegated to the Commission for adminis- 
tration and enforcement. The broad statutory standards prescribed 
in the laws, the sensitive nature of the securities markets, and their 
great influence on our national economy, require the exercise of sound 
judgment by the Commission, based on experience and knowledge, for 
the proper administration and enforcement of the statutes. To 
achieve this end, the appointees should either be familiar with the reg- 
ulation of the statutes and the securities industry when they take office, 
or remain on the Commission for a sufficient period of time to acquire 
such familiarity. Unfortunately, this has not always been true. 

We do not look with favor upon the rapid turn-over of Commis- 
sioners, especially when shortly after their resignation they return to 
practice before the very agency whose laws they sought to admin- 
ister. We recommend that the Congress give careful study to this 
problem in order that a greater degree of stability on the Commission 
can be achieved. 
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CANADIAN STOCK FRAUDS 


Over the past 15 years one of the most important enforcement prob- 
lems in the field of securities regulation ae related to the frauds 
perpetrated upon American investors by a group of stock promoters 
in Toronto, Canada, operating in open and willful defiance of our 
securities laws. This unscrupulous group was successful in extracting 
millions of dollars each year from investors in all parts of the United 
States. 

Deeply concerned with this problem, the subcommittee placed this 
subject high on the agenda for study. However, during the course of 
our hearings, the Commission advised the subcommittee that negotia- 
tions were nearing completion on a supplementary extradition cun- 
vention between the United States and Canada which would virtually 
eradicate this evil. This supplementary convention was, in fact, 
ratified on July 11, 1952. It is the belief of the Commission that, 
ut the present time, the mail order and telephonic promotions by this 
group of Toronto stock pushers, which flouriahed in the past and 
were the source of the frauds, are virtually nonexistent. 

The subcommittee feels that the ratification of this treaty is a step 
in the right direction and it hopes that the Commission will continue 
to pursue this problem carefully in order that these fraudulent 
practices may eventually be completely eliminated. 
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PRIVATE OR DIRECT PLACEMENTS 


Growth of private or direct placements 

More than $22 billion of new corporate securities, virtually all 
bonds, notes and debentures, were sold during the 18-year period, 
1934-41, without resorting to the public capital markets and without 
registering these securities with the Securities and Exchange Com- 
mission. Almost three-fourths of this amount was sold in the last 
7 years. In 1951 alone a record of $3.4 billion of debt issues, or 
about 59 percent of the total new corporate debt financing during that 
year, were sold in the private capital markets. Such transactions, 
known as “private” or “direct” placements have shown a startling de- 
velopment in recent years. These transactions have been exempted 
from registration under section 4 (1) of the Securities Act of 1933.2 

When the Congress passed the Securities Act of 1933, private 
placements were relatively unknown. Somewhat less than 3 per- 
cent of all securities offerings were placed privately in the period 
1900-33.2 The Congress therefore could not have foreseen the de- 
velopments to date when tremendous bond offerings amounting to bil- 
lions of-dollars each year, and totaling over $22 billion since 1934, 
are not being registered. 

Deeply concerned with this problem, the subcommittee held 2 days 
of public hearings last May and gathered considerable data bearing on 
the private placement of corporate securities. 


Mechanism of private placements 


Instead of distributing their new securities in the traditional man- 
ner, namely, selling them to investment bankers who in turn resell to 
investors, corporations now negotiate directly with one or a few in- 
stitutional investors, and contract with them for the sale of such se- 
curities on terms mutually agreed upon. The negotiations may or 
may not be handled through the intermediary of an investment banker. 
A recent SEC study shows that investment bankers served as agents 
or finders for approximately 50 percent of all private sales the re- 
mainder being effectuated directly between the principals. A public 
offering of the securities and registration with the Securities and Ex- 
change Commission are therefore not made. The institutional in- 
vestors are primarily life insurance companies, but pension funds, 
trust funds, investment trusts, etc., participate to a limited extent. 


1Sec. 4 (1) of the Securities Act of 1933 provides as follows: 

“Sec. 4. The provisions of section 5 shall not apply to any of the following transactions: 

(1) Transactions by any person other than an issuer, underwriter, or dealer; trans- 
actions by an issuer not involving any public offering; * * *.” 

It is under the administrative interpretations of the phrase “transactions by an issuer 
not involving any public offering’ that securities sold privately have been exempted from 
registration. 

; 3 7S Division of Trading and Exchanges, Privately Placed Securities, Cost of Flota- 
ion, 1952. 
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Bond holdings of life insurance companies by method of acquisition 

The largest purchasers of these private placements are life insur- 
ance companies which have been under tremendous pressure to find 
investment outlets for their funds. Their combined assets amounted 
to over $68 billion at the end of 1951 and were increasing at a rate in 
excess of $4 billion a year. In 1949, life insurance companies ac- 
quired 90 percent of the total amount of corporate bonds sold privately, 
and in 1950, they acquired 83 percent of the total. Banks took an 
additional 5 percent of the total in 1949 and 12 percent in 1950. 

Data submitted to the subcommittee by the Life Insurance Associa- 
tion of America show that at the close of 1951, 28 life companies, rep- 
resenting 85 percent of the assets of all United States legal reserve life 
insurance companies, held in their investment portfolios over $23.5 
billion in railroad, utility, and industrial and miscellaneous corpo- 
rate bonds. Of this amount, $14.5 billion or 62 percent was acquired 
by the direct placement method, the remainder having been acquired 
through the channels of public offering. With respect to the bond 
holdings of industrial and miscellaneous business enterprises, these 
28 life companies held $11 billion in bonds, 89.5 percent of which was 
acquired by direct purchases from the issuing companies. (See table 


No. 1.) 


TABLE 1.—Corporate bond holdings of 28 life insurance companies as of Dec. $1, 
1951, by methods of acquisition 


{Dollar amounts in millions] 


Method of acquisition 


| 


Type of obligation | Private purchase | Public offering | Total 


| 


Amount |Percent) Amount |Percent| Amount | Percent 


Railroad Sande : $443.5 | 15.0 | $2,518.7 85.0 | $2,962. 2 100 
Public utility .. --| 4,265.0 44.2 5, 381.7 55.8 | 9,636.7 100 
Industrial and miscellaneous 9, 821.5 89.5 1, 156.4 10.5 | 10,977.8 100 

Total. - a ee at Lehn wokancues ie 61.6 | 9,056.8 38.4 | 23, 576.7 100 


Note.—Valuation basis is cost, not book value. Components may not add to totals due to rounding. 


Source: Life Insurance Association of America. 


Also coveting private placements are investment trusts with assets 
amounting to $5.6 billion as of June 30, 1951, and increasing at the 
rate of $1 billion a year, noninsured trusteed pension funds with 
assets estimated at almost $6 billion, and also increasing at a rate of $1 
billion a year, other trust funds and institutional investors, also having 
a large accumulation of funds to invest. 

Bond purchases by insurance companies in 1949-51 

In response to a questionnaire of the subcommittee, 21 life insur- 
ance companies with assets of $48 billion, or 70 percent of the total 
assets of all life companies in the United States, stated that in the 3 
years, 1949-51, they acquired by direct placement nearly 2,500 debt 
issues aggregating nearly $7 billion. (See table No. 2.) The four 
largest life companies, namely, Metropolitan, Prudential, Equitable 
(New York) and the New York Life acquired debt securities valued 
at $5 billion or 71 percent of the total dollar amount of all privately 
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placed issues with the 21 companies. More than three-fourths of the 
individual loans made by these four companies were in amounts in ex- 
cess of $5 million each. 

The next 7 life companies acquired $1.8 billion of debt securities or 
26.6 percent of the total. The 10 smaller companies acquired only 
$176 million of debt issues or 2.5 percent of the total. _ None of these 
10 companies had made individual loans in excess of $2 million. 

The 21 companies acquired in the 3 years, 1949-51, $115.6 million in 
preferred stock of which 59.4 percent was purchased by the four largest 
companies. No common stock investments were reported. 


TABLE 2.—Direct placement acquisitions of debt securities by 21 United States 
life insurance companies during 3 years, 1949-51, combined 


[Dollar amounts are in millions of dollars] 


lotal loans, 1949-51 
Combined a 
assets, 
: ee ec. 3 95 umber of 
Group of life-iasurance com- Range in assets, Dec. 31, 1951 Nu a Amount 
ssues 
panies total 
Wate Percent Num- Percent Percent 
Potal | ortotal) ber jof total) 1°t! |o¢ total 
4 largest companies ! . Over $5,000 $31, 625 65.9 810 32.6 | $4,944 70.9 
Next 7 companies 2 = . $900 to $3,250 13, 865 28. 9 1, 228 19.4 1, 855 26. 6 
Next 10 companies 3 $70 to $450 2, 495 5.2 449 18.0 176 2.5 
Total, 21 companies , 47, 985 100.0 2. 487 100. 0 6. 975 100.0 


1 Metropolitan Life Insurance Co.; The Prudential Insurance Co. of America; Equitable Life Assurance 
Society of the United States; New York Life Insurance Co 

?John Hancock Mutual Life Insurance Co.; Northwestern Mutual Life Insurance Co.; Mutual Life 
Insurance Co. of New York; Aetna Life Insurance Co.; Massachusetts Mutual Life Insurance Co.; Penn 
Mutual Life Insurance Co.: Connecticut Mutual Life Insurance Co. 

3 Bankers Life Insurance Co. of Nebraska; Columbian National Life Insurance Co.; Continental At ne 
can Life Insurance Co.; Equitable Life Insurance Co. of Iowa; Guardian Life Insurance Co. of America; 
Jefferson Standard Life Insurance Co.; Kansas City Life Insurance Co.; Liberty National Life inet ince 
Co.; Pacific Mutual Life Insurance Co.; State Mutual Life Assurance Co. 





Source: Replies of 21 life-insurance companies to questionnaire dated Apr. 21, 1952, of the SEC Sub- 
committee of the House Interstate and Foreign Commerce Committee. 

A more striking picture of the bond pure hases made by life com- 
panies is obt: ained by viewing their purchases in 1951. Last year 28 
life companies having nearly 85 percent of the assets of all United 
States legal reserve life-insurance companies acquired nearly $4 billion 
in bond issues, 87 percent of which was obtained by the private place- 
ment method, and 13 percent was purchased in the open market. Of 
these acquisitions, $2.9 billion consisted of industrial and miscellane- 
ous types of business issues and 94 percent of this amount was obtained 
by direct placement. Almost $900 million of the acquisitions were in 
public-utility bonds and 68.4 percent of this amount was acquired 
by direct purchase from the issuing company. About $249 million 
consisted of railroad issues of which 73.6 percent was acquired by 
direct purchase. It is to be noted that the lower volume of private 
financing by public utilities and railroads reflect competitive bidding 
requirements which deters much private financing. 

Criteria for making loans 

The replies to the subcommittee’s questionnaire indicate that direct 
loans have been made to virtually all types of businesses, including 
industrials, railroads, utilities, financial companies, and govefnme ntal 
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subdivisions. The general purposes for which loans were made were, 
as in the case of publicly offered issues, to finance construction, in- 
crease working capital, refund outstanding securities, repay loans, 
pay taxes, and to provide funds for general corporate purposes. 

There appears to be no over-all minimum or basic standards applied 
by the insurance companies in the consideration of direct-placement 
loans. Each application for a loan is appraised for the borrower’s 
ability to pay interest and principal and is tested for compliance 
with the applicable State laws governing the acquisition of invest- 
ments. In other words, each loan is considered on its own merits. In 
the period 1949-51, 52 percent of the direct placements by number of 
issues and 57 percent by total dollar amounts involved transactions in 
which more than one insurance company participated. 





— A te Oe 


a—m Zr 


Resale of privately purchased securities 


While it is undoubtedly true that institutional investors buy se- 
curities with the intention of holding them to maturity, some of these 
securities are nevertheless resold when better opportunities for invest- 
ment present themselves. Of particular importance are the resales 
of securities purchased privately which were not registered with the 
Securities and Exchange Commission. Such resales, whether to other 
institutional investors or to the public, likewise, are exempted from the 
registration requirements of the Securities Act of 1933. 

At the request of the subcommittee, the Life Insurance Association 
of America made a study of the extent of resales of private placements 
by life-insurance companies. ‘The association obtained data from 16 
major life companies for the period 1934 to 1951, inclusive. These 
companies accounted for 73 percent of the assets of all United States 
life companies at the close of 1951. 

In the 18-year period covered by this study, these 16 companies had 
acquired by direct purchase $20 billion in securities and had resold 
some $243 million of such securities, or 1.22 percent of the total ac- 


quired. 
The Life Insurance Association classified the resales in the following 
categories : 


Twenty-five million dollars consisted of municipal issues, $12 
million of railroad issues, $111 million of utility issues, and $95 
million of industrial and miscellaneous issues. 

Almost $38 million of the securities resold consisted of obliga- 
tions of railroads, political subdivisions, and nonprofit institu- 
tions, which are not required to be registered under the Securities 
Act of 1933 even when publicly offered. Another $140 million 
of the resales were sold to other institutional investors, such as 
other insurance companies, pension funds, and banks. Seven 
million dollars of securities were sold to brokers who subsequently 
sold them back to the issuing companies. Another $7.5 million 
of securities consisted of debentures and preferred stock which 
were convertible into shares listed on the New York Stock Ex- 
change. Almost $8 million of securities resold were parts of is- 
sues which had initially been offered through public underwriting 
and thus had been registered. The balance of $43 million of se- 
curities resold could not be reclassified into the above categories; 
however, the association believed that these securities also were 
acquired by institutional investors. 
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Suggestions for legislation 

Several suggestions were presented to the subcommittee to deal 
with the problems created by private placements. One suggestion 
is that the exemption now provided in the Securities Act be eliminated, 
and that all securities be required to register, whether they are offered 
publicly or privately. It is hoped that by putting all new issues 
through the registration process, many more new securities would be 
offered publicly, since the avoidance of registration would no longer 
be an incentive for private placements. 

Insurance industry spokesmen argue that there is no need for the 
compulsory registration of private placements. The insurance com- 
panies, they say, do not need the full disclosure requirements of the 
1933 act for their protection. They are equipped with an expert staff 
of investment analysts and are fully capable of getting all the facts 
from the issuer, necessary to make an informed judgment about the 
securities. Direct purchases, they claim, are valuable to both business 
and institutional investors, and there is no need to upset existing 
practices. However, some leaders in the industry will admit that 
there are important problems which have to be dealt with notably, 
the problem of getting an equitable distribution of new issues to all 
investors. Apparently, medium and small insurance companies, uni- 
versities, trust funds, pension funds, banks, and other institutional 
investors, are not getting a fair share of the high-grade bonds which 
are now being placed privately. 

Another suggestion presented to the subcommittee is that the Com- 
mission’s registration procedure be very much simplified and accel- 
erated and made less costly for high-grade bonds in order to encourage 
the registration of these securities without making registration com- 
pulsory. <A third suggestion is that the Securities Act be amended 
so as to permit the immediate issuance of senior securities to those 
already listed on a national exchange and the immediate issuance of 
those securities which are subject to the approval by Federal and 
State regulatory bodies. A fourth suggestion is that securities pri- 
vately placed should be registered with the SEC in the event of resale. 
Recommendation 


The subcommittee is unable at this trme to appraise the merits of 
the proposals presented to it. In view of the phenomenal growth of 
private or direct placements, and after careful consideration of all the 
testimony on this subject, your subcommittee is of the opinion that the 
entire committee, or a subcommittee thereof, should promptly give 
further study to the over-all problem of the private or direct place- 
ments of corporate securities, including the effect of the section 4 (1) 
exemption of the 1933 act in relation to the present investment policies 
of institutional investors. We recommend that the Securities and 
Exchange Commission make a factual study of this problem and report 
such findings and conclusions to the committee for its consideration. 





*For details on these suggestions see discussion on legislative proposals elsewhere in 
this report. 








MISSING SECURITY HOLDERS 


As a result of corporate reorganization proceedings, unclaimed 
corporate securities and cash valued at millions of dollars are being 
held by banks, trustees, corporations, courts, ete., because the where- 
abouts of the security owners are unknown. <A special report of 
the Securities and Exchange Commission, issued on March 17, 1952, 
listed securities valued at $25 million which are at present required to 
be exchanged or redeemed for cash or new securities as a result of 
corporate ‘reorganizations nai chapter X of the Bankruptey Act 
in which the Commission has participated and under section 11 of the 
Publie Utility Holding Company Act. This list did not include re- 
organization cases in “which the Commission has not participated. 
Hence, the value of unclaimed securities outstanding today is con- 
siderably in excess of $25 million. 

Many exchanges are required by plans of reorganization and by 
court dec ree to be effected on or before a spec ‘ified date. After this 
“bar date” has passed, the old securities may become completely worth- 
less and these funds may be lost to investors forever unless they take 
prompt action to claim their rights. 

In the Associated (ras & Electric case, for example, the reorganiza- 
tion plan originally provided 5 years in which securities entitled to 
participate could- be exchanged for new securities. The Commis- 
sion, the reorganization court, and the reorganized company made 
persistent efforts to locate persons entitled to receive the new securi- 
ties, but securities valued at over $7,000,000 had still not been claimed 
toward the end of the 5-year period. Further steps were then taken, 
including the retention of professional tracing services, an extension 
of the bar period, and the sending of a letter by the Commission itself 
to all participating security holders at their last known addresses. 
These further efforts resulted in tenders in exchange for an additional 
$4,500,000 of new securities. 

In addition to missing security holders arising out of corporate re- 
organizations, there is an untold number of security holders of active 
corporations who fail to receive dividends, interests, and the principal 
amount of bonds at maturity because their whereabouts are unknown. 

In a reorganization, the number of missing security holders who 
will be located in time to participate depends somewhat on the time 
allowed and the efforts used to locate them. Ordinarily a company 
in reorganization has no incentive to spend money to locate missing 
claimants. On the contrary, it may benefit to the extent that secur ities 
go unclaimed. Thus, under chapter X, the funds or securities not 
claimed before the bar date are required to be turned over to the 
debtor, or to the new corporation to which the assets of the debtor are 


1SEC, Securities Required To Be Exchanged for Cash or New Securities, Pursuant to 


the Public Utility Holding Company Act of 1935 and Chapter X of the Bankruptcy Act, 
March 17, 1952. 
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transferred, except that where an outside interest purchases the prop- 
erty of the debtor, as at an auction sale, the unclaimed proceeds of 
such sale may be distributed among the old secur ity holders. Similar 
practices have been followed under the Holding Company Act. 

The Commission has taken an active interest in the problem of find- 
ing missing security holders. It has adopted a policy of urging imme- 
diate action after the effective date of the reorganization plan to 
notify the security holders to make the required exchange. It has 
recommended public ation of notices in financial and other papers and 
the sending of notices by registered mail to the last known address 
of security holders. In recent years, since professional tracing serv- 
ices have become interested in this field, the Commission has been 
active in urging the employment of such services where other efforts 
to notify security holders have failed to obtain a full response. ‘The 
Commission has suggested that the order of confirmation or final 
decree or even the plan itself incorporate provisions requiring such 
action to be taken by the trustee, the exchange agent, or reorganized 
company. 

In spite of everything that can be done along these lines, instances 
still occur in which holders present their securities after the bar date 
has passed and are thereby precluded from any participation. The 
problem is not usually a large one compared to the total amount of 
securities involved in the reorganization, but there is a problem of 
hardship on particular individuals. Unfortunately, it is quite likely 
that those individuals who can least afford to lose their investments 
may be the very ones who are mostly affected. 

Accordingly, the subcommittee recommends that the Securities and 
Exchange Commission be authorized and directed to make a compre- 
hensive ‘study and report to the Congress with respect to the advisa- 
bility of amending existing statutes or statutory procedures to provide 
that a corpor: ation, active or in liquidation, must show due and diligent 
effort in tracing the whereabouts of missing security holders. Such 
a study should include the possibility or desirability ‘of providing for 
the escheat of unclaimed funds to the Federal Government. 








COMMISSION’S PARTICIPATION IN CORPORATE 
REORGANIZATIONS 


Under chapter X of the National Bankruptcy Act, the Commission 
has the duty to serve as adviser to United States district courts in 
connection with proceedings for the reorganization of debtor corpora- 
tions in which there is a substantial public interest. It acts in a 
purely advisory capacity either at the request of or with the approval 
of the courts. The facilities of the staff and its impartial recom- 
mendations are placed at the service of the judge and security holders, 
affording them the views of disinterested-specialists in a highly com- 
plex area of corporate law and finance. 

This subcommittee endeavored to obtain the opinions and views of 
judges who have particular knowledge of the manner and effective- 
ness with which the Commission and its staff have performed their 
duties under chapter X. Accordingly, the subcommittee solicited 
and received the opinions of 22 judges of district and appellate courts 
throughout the United States, before whom the Commission has 
appeared with some frequency. 

The judges’ replies reveal a uniform belief that the Commission 
has been very helpful to the courts in reorganization cases. The per- 
sonnel representing the Commission was found to be well infor med, 
‘apable, and highly skilled. Many of the judges were impressed 
by and valued the Commission’s comprehensive advisory reports and 
recommendations. ‘The Commission was reported to be ‘diligent in its 
function of protecting the rights of the various security holders, and 
beneficial to all parties concerned. Accordingly, the subcommittee 
commends the Commission for the effective and able manner with 
which it has carried out its duties and responsibilities under chapter X 
of the Bankruptcy Act. 

The following letters typify the judges’ opinions. 

UNITED STATES COURT OF APPEALS, 


New York City, May 20, 1952. 
Hon. Louis B. HELLER, 


House of Representatives, 
Washington, D. C. 


My Dear CONGRESSMAN: I have had occasion to see much of the work of the 
Securities and Exchange Commission since it was set up as many of its decisions 
have been on review by this court. Irrespective of some differences of opinion 
which have existed in the case of some of our adjudications, I think the Com- 
mission has shown itself to be an effective arm of the law and to have been a 
great help to the courts in investigating pending reorganizations. 

Sincerely yours, 
AvuGustTus N. HAND, 
Circuit Judge. 
134 
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UNITED States District Court, 
EASTERN DISTRICT OF PENNSYLVANIA, 
Philadelphia, May 14, 1952. 
Hon. Louis B. HELLER, 
House of Representatives, Washington, D. C. 


Dear Mr. HELLER: I have your letter of May 9 requesting a statement of my 
views on the usefulness of the Securities and Exchange Commission in reorgani- 
zation proceedings. I had a number of these proceedings some years ago, but I 
do not remember any in the last 2 or 3 years in which the Securities and Bxchange 
Commission participated. However, I have no hesitation at all in saying that 
I have found the assistance of the Securities and Exchange Commission in reor- 
ganization proceedings to be of the greatest value to the court. 

It is hardly necessary to point out the many ways in which the presence, in a 
proceeding of the kind in question, of an independent disinterested agency, 
equipped to present to the court its estimates and conclusions in complicated 
situations, is helpful. This is particularly true when creditors, stockholders, 
and security holders, whose interests are remote and who are often widely scat- 
tered, are involved. In the matter of making recommendations (which I have 
always welcomed) as to the proper compensation for committees and attorneys 
I have found the Commission always vigilant to protect the rights of the parties. 

The personnel representing the Commission which has appeared before me has 
been uniformly, remarkably well informed, able, and cooperative. 

I would be very sorry to see any legislation adopted which would cut down the 
extent of the Commission’s participation in reorganizations and, in fact, I would 
be very glad to see it extended. 

Very truly yours, 
WILLIAM H. KIRKPATRICK. 


CHARLOTTE, N. C., June 11, 1952. 
Hon. Louts B. HELLER, 


House Office Building, Washington, D. C. 


My Dear CHAIRMAN HELLER: I find your letter of May 9 upon my return to my 
office after an absence of several weeks. Answering your inquiry with reference 
to the Security and Exchange Commission, I beg to advise that in the cases coming 
before the court of which I am a member, I have been impressed with the high 
character and importance of the service rendered by the Commission in connection 
with corporate reorganizations. I have no suggestions or criticisms to offer with 
regard thereto. 

With high personal regards, I am 

Sincerely yours, 
JOHN J. PARKER, 
United States Court Judge. 





UNITED STATES District CouRT, 
FOR THE EASTERN DISTRICT OF KENTUCKY, 
Lexington, Ky., May 14, 1952 


Hon. Lovis B. HELLER, M. C. 
Chairman, Securities and Exchange Commission Subcommittee, 
House of Representatives, Washington, D. C. 


Dear Mr. HELLER: Your letter of May 9 relative to the study now being made 
by your subcommittee, in reference to the powers, duties, and functions of the 
Securities and Exchange Commission, reached my office at Lexington while I was 
holding court in eastern Kentucky and it has just now been brought to my 
attention. 

In reply to your request for my opinion as to the value of the assistance and 
participation rendered by the Commission to the court in such corporate reor- 
ganization proceedings as have been before me, I take pleasure in saying that in 
many respects the Commission has rendered helpful service to me. 

A representative of the Commission has actively participated in the considera- 
tion of every major problem which has been presented in the proceedings, and the 
service rendered has evidenced careful and considerate investigation and study 
of such problems. 

If the subcommittee should wish a more detailed response to your inquiry, I 
shall be glad to comply. 

Very truly yours, 
H. Cuurcnu Forp, 
United States District Judge. 
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DISTRICT COURT OF THE UNITED STATES, 
NORTHERN District OF OHIO, 
Judge’s Chambers, May 19, 1952 
Hon. Lovis B. HELLER, 
Chairman, Securities and Exchange Commission Subcommittee, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN: Please forgive me for delaying my answer to your letter 
of May 9. The matters demanding my attention in our court occupied me to the 
extent that I was obliged to wait until today to answer your inquiry. 

I cannot say that an unusually large number of reorganization proceedings, 
in which the Securities and Exchange Commission has participated, were adjudi- 
cated in my court over the years during my tenure on the bench. There were a 
number of them. 

It is rather difficult to evaluate the assistance rendered by the Commission to 
the securityholders in the reorganization proceedings. I can say, however, that 
the representatives of the Commission were extremely vigilant and helpful in 
bringing to the court's attention matters which were of a most important nature. 
It is my considered judgment that the right afforded to the Commission to par- 
ticipate in reorganization proceedings has been extremely helpful. In the in- 
stances in which they appeared before me they have demonstrated wholly un- 
biased views and have attempted to be of assistance to the court. There were 
instances, of course, as there must be where recognized advocacy demands, 
where there were indications of overzealousness ; but as I said that is a perfectly 
normal situation that must of necessity happen when counsel represent a view- 
point as advocates rather than in a wholly judicial manner. Wherever I may 
have felt that the conduct of the representatives was subject to criticism, such 
conduct was the fault of the individuals rather than of the rights which they 
were representing. 

I feel highly complimented in the fact that you addressed your communication 
to me. 

Very truly yours, 
E. B. Freep, District Judge. 


UNITED STATES DISTRICT CouRT, 
Chicago, May 13, 1952. 
Hon. Louis B. HELLER, 
Chairman, Securities and Erchange Commission Subcommittee, United 
States House of Representatives, House Office Building, Washington, D. C. 

DEAR CONGRESSMAN HELLER: This will acknowledge receipt of your letter of 
May 9, 1952, requesting my views on the participation of the Securities and 
Exchange Commission in reorganizations under the Chandler Act which have 
been adjudicated in my court. 

I am happy to give you these observations and I appreciate your generous 
suggestion that they may be accorded confidential treatment if I so desire. 
Please be advised that I have no desire that these observations be regarded as 
confidential. In fact, I have made statements similar to those enumerated 
below publicly from my bench on many occasions. 

In the 12 years I have presided over this court, I have had several reorgani- 
zation and bankruptcy matters in which the Securities and Exchange Commission 
has participated. In some they have participated by virtue of the provisions of 
the statute. In others I have taken advantage of different provisions of the 
statute to invite the Commission to participate and they have always willingly 
done so. The Securities and Exchange Commission has been of great and 
invaluable assistance to me in all of these reorganization cases. I can truthfully 
Say it would have been most difficult, if not impossible, to adjudicate these cases 
without the effective and constructive assistance which I received from the 
Commission. In each case the Securities and Exchange Commission has vigor- 
ously protected the rights of securityholders, of creditors, and of the publie 
generally, in addition to rendering valuable legal assistance to the court and its 
trustee. I consider the services rendered by the Commission in these reorgani- 
zation cases to be of paramount importance in the public interest, and I am happy 
to acknowledge my gratitude to the Commission, to its capable regional admin- 
istrator, Mr. Thomas B. Hart, and to his splendid staff, as well as to the Congress, 
for making these valuable services available to the court. 

Sincerely yours, 
WILLIAM J. CAMPBELL, Judge. 





BUSBEY BILL 


Pursuant to the direction of the entire committee the subcom- 
mittee held public hearings on April 30 and May 1, 1952, to con- 
sider H. R. 6846, by Mr. Busbey, a bill to amend title V of the 
Independent Offices Appropriation Act of 1952, so as to exempt 
brokers and dealers subject to the Securities Exchange Act of 1934 
from any registration, filing, or other fee or charge by the Com- 
mission, 

Title V of this act presently provides: 


TITLE V—FEES AND CHARGES 


It is the sense of the Congress that any work, service, publication, report, 
document, benefit, privilege, authority, use, franchise, license, permit, certifi- 
cate, registration, or similar thing of value or utility performed, furnished, 
provided, granted, prepared, or issued by any Federal agency (including 
wholly owned Government corporations as defined in the Government Corpo- 
ration Control Act of 1945) to or for any person (including groups, associa- 
tions, organizations, partnerships, corporations, or businesses), except those 
engaged in the transaction of official business of the Government, shall be 
self-sustaining to the full extent possible, and the head of each Federal agency 
is authorized by regulation (which, in the case of agencies in the executive 
branch, shall be as uniform as practicable and subject to such policies as 
the President may prescribe) to prescribe therefor such fee, charge, or price, 
if any, as he shall determine, in case none exists, or redetermine, in case of 
of an existing one, to be fair and equitable taking into consideration direct 
and indirect cost to the Government, value to the recipient, public policy, 
or interest served, and other pertinent facts, and any amount so determined 
or redetermined shall be collected and paid into the Treasury as miscellaneous 
receipts: Provided, That nothing contained in this title shall repeal or modify 
existing statutes prohibiting the collection, fixing the amount, or directing the 
disposition of any fee, charge, or price: Provided further, That nothing con 
tained in this title shall repeal or modify existing statutes prescribing bases 
for calculation of any fee, charge, or price, but this proviso shall not restrict 
the redetermination or recalculation in accordance with the prescribed bases 
of the amount of any such fee, charge, or price. 

In accordance with that title, on January 31, 1952,-the Securities 
and Exchange Commission issued for comment a proposal to adopt 
fees and charges for various registrations and filings with the Com- 
mission. 

Because of the numerous protests received by this subcommittee 
from Members of Congress and the securities industry, the subcom- 
mittee met on March 5, 1952, and adopted the following resolution: 

Resolved, That it is the opinion of this Subcommittee that the Securities and 
Exchange Commission should hold public hearings regarding its notice of Jan- 
uary 31, 1952, which proposes to adopt new rules and amend existing rules with 
respect to fees and charges by the Commission to implement the provisions of 
Title V of the Independent Offices Appropriation Act, 1952. 

Accordingly, the Commission held public hearings on March 14 
and March 31, 1952. Thus far the Commission has not taken final 
action on this proposal. 
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The only charges presently made in connection with Commission 
functions, other than charges for copies of documents, have been: 
(1) The registration fee specified in section 6 (b) of the Securities 
Act of 1933; (2) the annual registration fee for national securities 
exchanges specified in section 31 of the Securities Exchange Act of 
1934; and (3) the filing fee specified in section 307 (b) of the Trust 
Indenture Act of 1939 for trust indentures relating to securities not 
required to be registered under the Securities Act of 1933. 

The rules proposed by the Commission in its announcement dated 
January 31, 1952, with certain qualifications noted therein, would 
impose the following new fees and charges. 

(1) Letters of notification and other exemptive filings under section 
3 (b) of the Securities Act—$25 per offering. 

(2) Qualification of trust Eien covering securities required 
to be registered under,the Securities Act—$100 per indenture. 

(3) Annual registration fee payable by investment companies— 
ranging from a minimum of $30 for companies having gross assets 
of $300,000 or less to a maximum of $2,500 for companies having gross 
assets in excess of $200,000,000. 

(4) Annual registration fee payable by brokers and dealers—$50 
plus $10 for each officer, partner, employee, etc., engaged in selling 
securities or supervising such activity. 

(5) Annual registration fee payable by investment advisers—$50. 

(6) Annual registration fee payable by public utility holding com- 
panies—one two-hundredths of 1 percent of the assets of the system 
with a maximum of $25,000 and a minimum of $500. 

(7) Annual fee for certain conditionally exempt public utility 
holding companies—one two-hundredths of 1 percent of the system 
assets with a maximum of $500. 

The subcommittee heard testimony with respect to the interpreta- 
tion which the Securities and Exchange Commission has placed on 
title V of the Independent Offices Appropriation Act of 1952 and 
views in opposition thereto. 

The subcommittee does not undertake at this time to pass upon the 
question as to whether or not there should be charges for specific 
services. The subcommittee is of the opinion, however, that should 
there be charges or fees, they should be spelled out in specific legisla- 
tion which has been submitted to and passed by the Congress, rather 
than through any delegation of authority to any agency to pass upon 
the need for or amount thereof. 
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LEGISLATIVE PROPOSALS 


Included in the invitation to interested persons to appear before 
the subcommittee, was a suggestion that they comment on any pro- 
posals which they might have for amendments to the various statutes 
administered by the Commission. 

The last over-all consideration to general amendment of these acts 
had been given in 1941, at which time the House committee was pre- 
sented by both industry and the Commission with an extensive list of 
both minor and substantive amendments to the Securities Act of 1933 
and the Securities Exchange Act of 1934. The proposals made at that 
time had been developed from a series of conferences over several years 
between the Commission and the Investment Bankers Association of 
America, Inc., the National Association of Securities Dealers, Inc., 
the New York Curb Exchange and the New York Stock Exchange. 
Though representing some matters on which all were in agreement, 
and some on which there were extreme divergences of opinion, they 
were the result of painstaking consideration on the part of those offer- 
ing them.’ 

The advent of the War then precluded definitive legislative consid- 
eration of the various proposals, or legislative resolution of the prob- 
lems involved in the conflicting, and in several cases directly antitheti- 
cal, suggestions advanced. With the termination of the War, such 
conferences with industry were reinstituted by the Commission in the 
thought that they might lead to amendments which again could be 
proposed to the committee. It is understood, however, that all parties 
felt that the major problem of the solicitation of offers, the use of the 
prospectus, and related complexities of section 5 of the 1933 act should 
be approached and solved first before other portions of the statutes 
were placed on their agenda.’ 

There having been failure to reach even a tentative understanding 
on the treatment to be accorded in section 5 to this vital operation in 
the mechanics of the distribution of new securities, there had been no 
proposal forthcoming to the committee at the time this subcommittee 
was initiated. 

Some individuals did accept the subcommittee’s invitation to com- 
ment on legislative amendments, principally those connected with the 
organizations designated above which had been parties to the 1940-41 
conferences with the Commission, but generally confined themselves 
to a few suggestions only, rather than iterate the many offered 10 
years ago. The Commission, as such, did not present at this time any 
program of its own, or any comprehensive review of or comment on 
the suggestions made by others. Individual Commissioners and staff 
members, however, in their general testimony indicated places where 


1See Report of the Securities and Exchange Commission, Proposals for Amendments 
House Committee on Interstate and Foreign Commerce, committee print, August 7, 1941. 

2President Clarence Bickel, National Association of Securities Dealers, transcript 
June 18, 1952. 
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certain changes might be made, or in their comments on the operation 
and administration of specific sections of the acts expressed their 
individual opinion as to whether the present intent or particular 
phraseology was adequate, or needed alteration or clarification. 

Outlined below are the various proposals made to the subcommittee. 
They are set forth herein for the purpose only of recapitulating at this 
time the proposals made, so that, with the 1941 suggestions, there 
might be available an accumulated compendium for further consider- 
ation of what experience may dictate now may be needed or desirable 
in the way of statutory revision. 

The proposals made are listed in connection with pertinent sections 
of the applicable acts. The fact that numerous significant and im- 
portant sections of these acts, or complete acts themselves, are not in- 
cluded in the list below, should not be taken as expressive of there hav- 
ing been no discussion of these sections or acts or lack of attention on 
the part of the subcommittee. On the contrary, the subcommittee 
thoroughly examined into, especially in the testimony of representa- 
tives of the Commission, the experience gained in administration of 
many of these vital provisions, and the desirability or need of any 
revision of the statutory powers presently delegated. Particular at- 
tention was paid to statutory sanctions or rule-making powers in such 
matters as broker-dealer operations and relationships with customers, 
exchange trading, specialists, manipulation, pools, exchange rules, in- 
vestment-company portfolios and methods of share distribution, and, 
the like. Hence, absence of specific proposal for legislative change the 
more likely indicates that the testimony reflects opinions to the effect 
that the present provisions or statutes are adequate to meet the ends 
for which they were designed. 

Since the subcommittee hearings were not framed solely for the 
taking of testimony on legislative matters, there was no opportunity 
for complete discussion of each proposal made, i. e., no attempt to 
secure full comment or rebuttal from all sectors of the industry or the 
administrative agency on each item advanced. Hence, no analysis of 
the arguments pro and con bearing on each proposal is here made. 

Indeed, even had the fullness of the testimony made it possible, an 
analysis in many cases would be extremely difficult owing to the highly 
technical character of the subject matter, the nature of the ramified 
operations covered, the purpose for which the legislation be intended, 
and the expertness required in properly appraising and evaluating the 
merits of any controversial issue and the continuing requirements of 
the public interest. The subcommittee accordingly is of opinion that 
at this time the Commission should reactivate its conferences, and the 
industry and the Commission earnestly and energetically attempt to 
resolve their differences, at least in those areas where concurrence 
already seems possible, and come up with a program on these at the 
earliest possibility. The subcommittee realizes that in other cases 
it is not likely for all to be in agreement. . Here at least they should 
prepare a clear delineation of the areas of their divergence so as to 
provide the committee with opportunity of interpretation and con- 
sideration in the light of protection of investors and the public 
interest. 
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SECURITIES ACT OF 1933 


? 


Section 2 (1): Amend the definition of “sale” to exclude a bona fide 
loan of a security. 
This proposal was advanced by President Keith Funston, of the 
New York Stock Exchange in the following language : 


The definition of “sale” in both acts is very broad. As a result, considerable 
reluctance has been found on the part of owners of securities to lend their secu- 
rities for use in the exchange markets, due to a fear that the loan might be con- 
strued as a sale by the lender. This fear primarily rests on two bases: (1) 
That if the lender should be construed as being “in control and the loan as being 
a sale made in connection with a distribution by him of his securities, registra- 
tion would be required under the 1933 act, and (2) if the lender is an officer, 
director, or 10 percent stockholder of the issuer and the loan should be construed 
as a sale, the lender, therefore, becomes subject to the provisions of section 16 
of the 1934 act, requiring reports of his purchases and sales and also to the 
possibility of liability under paragraph (b) of that section for any profits which 
he might realize if he had held the security for less than 6 months at the time 
of making the loan. 

It is obvious that, in connection with listed securities, loans of securities are 
essential for the maintenance of an orderly market. The necessity for such 
loans arises in the great majority of cases in connection with sales by out-of- 
town customers whose securities are not received by the time the selling broker 
is required to deliver, with sales by a trust or estate where time is required to 
have the security transferred so that it will be in good delivery form, and in a 
minority of cases in connection with short sales. Particularly where the float- 
ing supply of a given security may be somewhat limited, it is important that 
holders of securities will be willing to loan their holdings for such purposes with- 
out being restrained from so doing by the fears indicated above. 

While in June 1940 the Commission informally ruled that loans of securities 
might properly be effected without registration of the security under the 1933 
act and that such loans do not require reports by the lender under section 16 (a) 
of the 1934 act, it has been found that potential lenders still hesitate to rely 
on this informal ruling and indicate continued reluctance to make loans. It is, 
therefore, urged that the definition of a sale under both acts be changed, so as to 
make it clear that a loan of securities cannot be construed as a sale. 


Section 3 (b): Increase in the present 8300900 exemption limit 


This was advanced by President Joseph Johnson, of the Investment 
Bankers Association, as a partial step in “solving the equity-capital 
problem for new enterprises.” 4 

The present statutory limit relates to the amount of an offering 
above which a registration statement is required, and below which 
the offering may be treated by the Commission by rule, the so-called 
regulation A. 

Commission personnel, however, suggested either statutory amend- 
ment or more strict rules covering these “exempt” offerings, wherein 
it was stated more chances for fraud exist than when registered,® 
follow-up is inadequate,’ and perhaps there should be an oflicial offer- 
ing circular? or independent certified financial statements required. 


Section 4 (1): Exemption from registration of “private placement” 
The general subject of private placement, e. g., the taking by insur- 


ance companies of an issue through a transaction under this section 
not requiring registration in contradistinction to a registered offering 


®* Transcript, March 24, 1952. 

* Transcript, June 10, 1952. 

5 Bane, transcript, February 14. 
* Lund, transcript, February 20. 
7 Cohn, transcript, February 27. 
* McDonald, January 9. 
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to the public by underwriters, was considered at some length by the 
subcommittee and is elsewhere herein discussed. 

One specific recommendation for changing at this time the exemp- 
tion now provided in this section was advanced to the subcommittee 
by Mr. Lincoln J. Patton, appearing on behalf of Halsey, Stuart 
& Co.: 


Unless issues that are placed privately are registered, the public will continue 
to lose some of the very real benefits that followed the adoption of the Securities 
Act. It is therefore in the public interest for Congress to change the Securities 
Act so as to provide for the registration of issues that are placed privately, as is 
now done in the case of public offerings.’ 


The possibility of a later recommendation to this effect was also 
suggested, though an alternative presently was advanced as now 
desirable, by the president, Clarence Bickel, of the National Asso- 
ciation of Securities Dealers, as follows: 


Lengthy hearings have been held by your subcommittee regarding the regis- 
tration of private placement of security issues now exempt from registration 
because they do not constitute public offerings. This association does not, at 
this time, express an opinion with respect to the desirability of amending the 
Securities Act of 1933 to require the registration of all such offerings. However, 
there has been considerable publicity in recent months relating to proposed 
simplified registration procedures for high-grade securities. 

It is the considered opinion of the board of governors of this association that— 

1. A simplified procedure for registration of high-grade securities is highly 

desirable to reduce the cost of such registrations and, through acceleration, 
to minimize market risks. 

2. Such procedure will make the two methods of financing more com- 
petitive and the registration of issues which would otherwise be sold 
privately will provide increased revenues through the payment of addi- 
tional registration fees to the Government. 

3. Adequate standards can be developed to determine the securities which 
qualify for such registration which will be in the public interest and for the 
protection of investors. 

4. Such standards must provide that the issuer agree to make available 
to its securities holders and to the public information as to its financial 
condition and other pertinent business information as may be determined by 
the Securities and Exchange Commission.” 


The Commission personnel expressed opposition to any change 
which would require registration, until such time as the Commission 
might complete an over-all study of the subject which they suggested 
the Congress authorize." 


Section 4 (2): Amendment to make clear that the brokerage exemp- 
tion is available to the broker executing an unsolicited order for 
the purchase or sale of securities, even though the securities in- 
volved in the transaction may be in the process of distribution 


Offered by President Funston of the New York Stock Exchange ” 
and by President McCormick of the New York Curb Exchange, the 
latter testifying as follows: 


This section provides an exemption from the requirements of section 5 of 
the act for “Broker’s transaction executed upon customers’ orders on any ex- 
change or in the open or counter market, but not the solicitation of such 
orders.” It is the opinion of those engaged in the securities business that the 
intendment of this exemption is that when a broker, without any prior solicita- 
tion whatever on his part, receives an order to buy or sell securities, the subse- 





* Transcript, May 20, 1952. 

1 Transcript, June 18, 1952. 

4 Lund, transcript, February 21; Millonzi, transcript, March 27. 
4 Transcript, March 24, 1952. 
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quent transaction effected by him pursuant to the unsolicited order is exempt 
from the requirements of section 5 of the act and, consequently, the broker need 
not ascertain whether the security in question is registered under the act, nor 
need he supply a prospectus to the customer if the stock be registered. It is, 
however, the opinion of the Commission that the exemption is far more limited 
in scope and is not available to the broker, if the transaction so effected is part 
of a distribution by a person in a control relationship to the issuer within the 
meaning of section 2 (11) of the act. 

It is the position of myself and other representatives of the securities industry 
that this restrictive interpretation of the exemption granted by the Congress is 
not correct, cannot be clarified without expensive litigation, and should there- 
fore be made definite and certain by the expression of the exemption in un- 
equivocal terms. We believe that, when Congress said that transactions effected 
by brokers pursuant to unsolicited orders should be exempt, it meant the ex- 
emption to apply to all such orders and implied no such dual caveat as the Com- 
mission engrafted upon the statute, first in Jra Haupt &€ Company, Securities 
Exchange Act of 1934, Release No. 3845, August 21, 1946; and in its more recent 
promulgations applicable to trading in Canadian securities distributed in this 
country without registration. 


Section 4 (b):Add a new subsection to section 4 (b) of the Securities 
Act of 1933, which would exempt from the prospectus require- 
ments of section 5 sales of securities registered under the 1934 
act when the sale is made on an agency basis and the agent’s com- 
pensation is disclosed to and paid by the buyer. 

Offered by President Funston, as follows: 


The Securities Act of 1933 has been interpreted to mean that a broker sells 
a security to his customer if he solicits a buy order from the customer. If the 
solicitation is in writing, during the year after the offering, the writing must 
be accompanied by a prospectus, and if the customer buys the security on an 
oral solicitation, the broker is required to send a prospectus to the customer along 
with the confirmation. It is a practical impossibility to have in every brokerage 
office copies of prospectuses of all issues registered under the 1933 act which have 
been offered within a year, and yet, under the present interpretation of the 1933 
act, a broker violates that act unless he sends a prospectus with the confirma- 
tion of each solicited order on any secunity registered under the 1933 act and 
publicly offered within the preceding 12 months. This problem is particularly 
Serious where a company issues additional shares of a security. A broker who 
solicits a buy order from a customer has no way of knowing whether he will 
receive from the seller one of the new shares which has been offered within the 
year, or whether he will get one of the old shares which has been outstanding for 
many years. Accordingly, in order to be safe he has to send a prospectus with 
the confirmation of every solicited order. 

Sometime ago a study was made as to the number of shares listed on the 
exchange as to which prospectus requirements were in effect. On December 
31, 1946, there were 171,528,000 shares and $1,381,000,000 principal amount of 
bonds listed on the exchange which were subject to the prospectus require- 
ments. 

This proposal would apply to all brokerage transactions in securities regis- 
tered under the 1934 act where the commission was disclosed to and paid by the 
buyer.”* 


Section 3: The Securities Act of 1933 should be amended to exempt 
from registration under the Securities Act of 1933 all securities 
which have been registered under the Securities Exchange Act 
of 1934 and admitted to dealings for more than 3 years on a regis- 
tered national securities exchange ond exempt additional issues 
of such securities. 


Proposed by Mr. Funston, who stated, in part: 


One of the stated purposes of the 1933 act is to provide full and fair disclosure 
of the character of the securities sold through interstate conimerce and through 





3% Transcript, March 10, 1952. 
%4 Transcript, March 24, 1952. 
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the mails. When this act was passed there was no Federal law compelling the 
disclosure of essential facts concerning securities traded on our national secu- 
rities exchanges. 

Since the passage of the Securities Exchange Act of 1934, a security cannot 
be listed on a national securities exchange unless the security is registered with 
the Securities and Exchange Commission under the 1934 act. Section 12 (b) (1) 
of the act requires the public filing of the following information by the issuer 
of the securities: [Itemized] 

Section 13 of the 1934 act, and the rules and regulations of the Commission 
issued thereunder, require companies having securities listed on the exchange 
to file annual and interim financial reports and other interim reports necessary 
to keep the information contained in the registration statement up to date. 

The purpose of the disclosure requirements of the 1933 act is to make available 
information from which a prospective investor can reach an intelligent decision 
as to whether or not to purchase the security at the price at which it is offered. 
Prices of securities traded on an exchange are widely publicized and reflect the 
opinion of buyers and sellers throughout the country. It seems to us that prices 
so established in an auction market on the basis of information filed and kept 
current under the 1934 act are for more helpful to the public investor than is 
his own opinion of value based on his analysis of the information contained in 
a 1933 act prospectus. Full information concerning the additional issue will be 
filed with the Securities and Exchange Commission in the application for regis- 
tration of these shares under the 1934 act and this information is available to 
the public. The present costly—both to the issuer and the Government—dupli- 
eation of registration on additional issnes of listed securities is unnecessary. The 
penalties of section 12 (2) and 17 of the Securities Act will be applicable to any 
sales literature used in connection with the distribution of the additional shares. 

This proposed amendment would, we believe, greatly facilitate the raising of 
capital by established companies by reducing costly delays and duplication, and 
would not lessen essential protection to the public.” 


Section § 

Several proposals amending section 5 and related sections were of- 
fered by witnesses from industry. 

The reason prompting one proposal was stated by Mr. Joseph John- 
son of the Investment Bankers Agsociation, as follows: 


I think the nature of the problem is well and succinctly stated in the in- 
dustry’s report on the 1940-41 joint study at page 88, and I would like to quote a 
part of that statement. 

“One of the basic difficulties by which issuers, underwriters, dealers and the 
investing public have been confronted in transacting business under the Securi- 
ties Act, has arisen from the fact that the theory of the act that information 
should be made freely available to investors during the preeffective period con- 
flicts in practice with those provisions of the act which prohibit the making of 
sales or offers or solicitations to buy or the receipt of offers to buy prior to the 
effective date of a registration statement. At present, failure on the part of an 
underwriter or dealer to make a clear distinction between the giving of infor- 
mation and the making of an offer to sell may subject him to the severe criminal 
penalties of the act for willful violations (sec. 24), and to injunctions (sec. 20) 
for violations whether willful or not. The distinction between an ‘offer to sell’, 
‘an attempt to offer to dispose of a security’ or a ‘solicitation of an offer to buy’ 
(sec. 2 (3)) on the one hand and discussion during the waiting period with po- 
tential buyers on the other hand is a tenuous one, difficult to grasp and under- 
stand, as well for lawyers as for laymen. As a practical matter, in ordinary con- 
versation, it is a difficult if not impossible distinction for laymen to make and 
for laymen to understand. A prospective purchaser having been given infor- 
mation by a prospective seller certainly thinks he has been asked to ‘buy’ and 
that the person who approached him ‘offered to sell.’ Otherwise why was he 
approached? 

“Dealers and underwriters wonder if they can sustain the burden of proof 
as to the distinction between the giving of ‘information’ and the making of an 
‘offer to sell’ or ‘solicitations of offers to buy’ or attempting or offering to dis- 
pose of a security during the waiting period. Underwriters, unless they give out 


% Transcript, March 24, 1952. 
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no information at all, are apprehensive that they are subjecting themselves to 
injunctions or criminal liability under section 20 or 24 of the act and to the 
possible revocation of their over-the-counter dealers’ licenses under section 
15 (b) of the Securities Exchange Act of 1934 for willful violation of the Se- 
curities Act of 1933.” * 


Mr. Johnson then proposed the following procedure : 


It is our present view that this situation can best be corrected, and without 
compromising investor safeguards, by making the following substantive changes 
in the present procedures and requirements of section 5 and related sections of 
the 1933 act. 

(1)We would recommend no change in present requirements with respect to 
the making of offerings or sales prior to the filing of a registration statement 
under the 1933 act. 

(2) We would recommend that the definition of the words “sell” or “sale” 
as used in the act, which presently include an offer to sell, a solicitation of an 
offer to buy or, indeed, any attempt to dispose of a security, be changed so as 
clearly to differentiate between a sale or a contract to sell on the one hand, and 
an offer, solicitation of an offer to buy or attempt to dispose of a security on 
the other. The following recommendations contemplate such a change in the 
present definition of the terms “sell” or “sale.” 

(3) During the waiting period, i. e., after the date of filing of a registration 
statement but before its effective date, we would recommend that underwriters, 
brokers, and dealers be permitted to make oral or written offers of the securities 
covered by the registration statement, that any written offer, otherwise than 
by an “identifying statement” or a “statutory prospectus” (both of which terms 
will be discussed below) should contain a legend indicating that the writing does 
not purport to contain full information about the security and that such full 
information can be obtained upon request in the form of a statutory prospectus. 
Although we recommend that offers should be permitted during the waiting 
period, we would still make it unlawful for underwriters, brokers, or dealers to 
make any sales or contracts to sell until after the effective date of the registra- 
tion statement. We would, of course, recommend the retention and clarifica- 
tion of the present exemption covering contractual relations between the issuer 
and any underwriter and between underwriters. 

(4) We would recommend a change in the law to provide for a processed 
document, to be known as an “identifying statement”, which would be available 
as early as possible in the waiting period, which would contain information 
comparable to that in the present newspaper prospectus, and which could be 
used by underwriters and dealers to screen their customers as to their interest 
in receiving a full statutory prospectus. As I understand it, we are in sub- 
stantial agreement with the Commission as to the type of information which 
this document should contain. 

(5) We would recommend also early and adequate dissemination of the 
present “red herring” or statutory prespectus, after processing by the Com- 
mission, to dealers so that they could be supplied to customers upon request 
before the effective date and that such a statutory prospectus, plus the furnishing 
of any omitted price and related data, would constitute a final prospectus after 
the effective date of a registration statement. 

(6) We would recommend that after the effective date of a registration 
statement, it would be lawful immediately to make a binding sale to a customer, 
irrespective of whether he had received either an identifying statement or a 
statutory prospectus, so long as he was supplied with a final prospectus with 
the confirmation, delivery, or payment, whichever first occurs. 

(7) We would recommend that the law be changed to require the delivery 
of final prospectuses to customers by underwriters and dealers only for a period 
of 40 days after the effectiveness of a registration statement or 30 days after 
the termination of the syndicate, whichever period is longer.” 


Practically the same proposals were presented by Mr. Clarence 
Bickel of the National Association of Securities Dealers.® 





1% Transcript, June 10, 1952. 
17%Ibid. The Commission on October 1, 1952, promulgated rules 132 and 414 and 


amended rule 431, to provide for dissemination of more information during the ‘‘waiting 
period.” 


18 Transcript, June 18, 1952. 
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President McCormick, of the New York Curb Exchange, also 
suggested somewhat similar revision of section 5, but seemingly dif- 
fered with the recommendations of these two associations in advo- 
cating that the prospectus be delivered to the investor before he was 
bound to purchase the security. His proposals were as follows: 


I am fully in accord with and would recommend the adoption by the Con- 
gress of the amendments to the Securities Act of 1933, proposed in 1947 by 
the Commission’s staff committee, of which I was a member. These recom- 
mendations were the result of many years of careful study and innumerable 
conferences between the Government, all segments of the securities industry, 
business, and investor groups and individuals. I think they offer a reason- 
able program for the elimination of certain heavy and unnecessary burdens 
placed on the securities business, and for the correction of the major defects 
in investor protection under the Securities Act. I wish here to refer to five 
basic elements in the program: 

(a) The prohibition against offerings in the post-filling by pre-effective 
period of registration injects into the underwriting process a serious and un- 
necessary risk and a resultant unwarranted cost to issuers and investors. 
Offerings can and should be permitted during that period. 

(b) The securities industry needs a device through which it can ascertain 
who is interested in knowing about the securities being offered. The statute 
should permit the use of a “screening” or “identifying” statement in advance 
of the official prospectus. 

(c) Prospectuses must presently be delivered by issuers, underwriters, and 
dealers of registered securities, in connection with all sales of such securities, 
for a full year after the date of the official offering of the securities. The 
legislative history of the act clearly shows that Congress intended that such 
delivery is necessary only while the securities are in the stream of distribu- 
tion, and it arbitrarily adopted the 1-year period as one which it was “safe” 
to assume would cover the usual period of distribution. Everyone will con- 
eede today that this period is far too long in practically all cases. The 
period of distribution and for delivery of the prospectus can and should 
be more realistically and precisely defined. 

(ad) The prospectus has not proved to be an effective instrument for inform- 
ing the public. Because of what I regard as a serious defect in the statute, 
most sales of new securities are being made through the use of oral communi- 
cations, including interstate telephone messages, and the prospectus is being 
delivered only after the sale with the confirmation, or the security. This is 
permitted by the law. If the Congress believes that the investor should have 
certain minimum prescribed information before he purchases the security, and 
I think it does (certainly it is clear to me that it did in 1933 when the law 
was adopted), it must revise the law to see that the prospectus is delivered 
at a time when it can be useful to the investor in making his decision to buy, 
and not be a mere memorial of a past transaction. 


The Commission, as such, did not make any proposal as to section 5, 
although individual members discussed the problem, past proposed 
solutions, past Commission difficulties with industry recommendations, 
and continuing Commission consideration of the problem. Specific 
mention was made of their belief that the philosophy and original 
intent of the act was that a prospectus be in the hands of an investor 
before he decided to make a purchase, although section 5 had not so 
provided as it permitted delivery of the prospectus upon confirmation 
or delivery of the security.” 

One specific suggestion was advanced by Mr. Baldwin Bane, Direc- 
tor, Division of Corporation Finance, relating to the plugging of a 
possible loophole in proper investor protection by clarifying the sec- 


1° McDonald, transcript, January 9; McEntire, transcript, January 10; Loss, transcript, 
February 19; Bane, February 13, 14. 
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tion to extend Federal jurisdiction to any transaction where any part 
of the transaction, sale, delivery, or payment involves use of the mails 
or the instruments of transportation or communication in interstate 
commerce.”° 

This was also recommended by President McCormick.” 
Section 6 (a): Posteffective amendments 

The suggestion was offered in Commission testimony that this sec- 
tion be amended to authorize the Commission to require the filing of 
posteffective amendments to the registration statement, bringing the 
information up to date where offerings continued some time after the 
effective date. This would provide section 11 liabilities for state- 
ments made by the issuer, in addition to extant section 12 liabilities 
on the seller.” 


Section 7: Abbreviated registration requirements for senior securities 

Mr. McCormick advocated a use of powers, which he believes the 
Commission now has in section 7 without further statutory amend- 
ment, to provide for more simplified registration of senior securities. 


The Securities Act and the SEC have been widely criticized for the develop- 
ment of private placement. It is my belief that there is a simple way in which 
many of these issues could be channeled through the normal securities distribu- 
tive machinery into the hands of small investors. 

The institutional type bond is so highly “margined” that there is no need to 
present to prospective investors all the data essential to an appraisal of equity 
securities or lower grade bonds. In other words, much of the information 
needed for proper appraisal of the junior securities of even the large well- 
known industrial leaders is not needed for the high-grade bonds, because the 
latter will not be affected by many business changes that inevitably have a direct 
and immediate impact on the value of the junior securities. 

I suggest, therefore, that the SEC be urged to use the authority granted it 
under sections 7, 10—particularly 10 (b) 2 and 10 (b) 4—and 19 (a) of the 
Securities Act to place bonds of institutional grade in a special classification 
which could be registered through the filing of an abbreviated registration 
statement and could be sold on the basis of a short offering circular. Registra- 
tion could be accomplished through the filing of a copy of the indenture, a 
specimen of the bond, opinion of counsel as to the legality of the bonds, a 
copy of the underwriting contract, and a prospectus which would (1) state by 
whom orders will be executed; (2) identify the security, the issuer, its business, 
and the assets securing the security; (3) state the price of the security; (4) 
state the specific rate of return; (5) state the price at which, the conditions upon 
which, and the time when, the security may be redeemed or converted or ex- 
changed; (6) state whether the security is listed or to be listed on any securi- 
ties exchange (optional) ; (7) state whether the security is a legal investment 
for savings banks, fiduciaries, insurance companies, or other similar investors 
under the laws of any State or Territory or the District of Columbia (optional) ; 
(8) state the extent to which the issuer has agreed to pay any tax with respect 
to the security (optional) ; (9) state the purpose of the issue; (10) state the 
underwriting spread, and (11) furnish a recent condensed balance sheet and a 
summary of earnings for the last 10 years. 

The plan, in my opinion, provides clear benefits without sacrificing any in- 
formation essential to an informed judgment. I wish to emphasize that the 
abbreviation of the registration procedure is justified because of the position 
of the security in the structure of the company and not because a company is 
large and has been prosperous.” 


* Transcript, February 14, 1952. 

21 Transcript, March 10, 1952. 

2 Bane, transcript, February 13, 1952. 
3 Transcript, March 10, 1952. 
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Section 8 (a): Elimination of waiting period in the offering of certain 
securities. 
President Johnson recommended an amendment providing different 
treatment of certain security issues, in the interests both of reducing 
expenses and in combating “private placement” : 


In order to point these comments up, I would suggest with respect to this 
question of registering securities senior to the securities traded on exchanges 
and registered previously under the 1934 act, and to eliminate the duplication 
and overlapping and unnecessary expense of dual action by government regu- 
latory authorities, the following amendment to the 1933 act: 

“A registration statement with respect to securities of a qualified issuer, and 
any amendment thereto filed after the effective date of the registration statement, 
shall be effective when filed. 

“The term ‘qualified issuer’ shall mean: 

“An issuer which is a corporation organized under the laws of the United 
States of America, of any State of the United States of America, of any Terri- 
tory, or of the District of Columbia, and (a) which has securities of any class 
junior to the proposed issue being filed, registered under the Securities Exchange 
Act of 1984; or (b) the issuance or sale of the securities of which is expressly 
subject to authorization or approval, or is regulated, by any Federal or State 
regulatory body having jurisdiction over the issuance of such securities.” 

Some of our members have advocated a new rule by the Securities and 
Exchange Commission, as distinct from an amendment to the law, for the issues 
covered above, which I am advised by counsel could combat the growth of “private 
placement.” I am advised by counsel that this could be done without requiring 
any amendment to the 1933 act. This might involve a rule of the SEC making 
clear the specific matters to be covered in a simplified registration statement 
with respect to such senior securities. And for companies not registered under 
the 1934 act for listing on stock exchanges, such a rule might permit a greatly 
simplified registration statement with respect to debt securities which had been 
given quality ratings by at least two independent rating agencies permitting 
purchase thereof by banks, or debt securities which otherwise meet certain speci- 
fied tests. As you know, all bonds proposed for public offering are rated by 
independent rating agencies with a designation such as “Baa.” “B1+,” or in the 
case of higher rated bonds, “A,” “AA,” and “AAA.” The Baa by one of the 
agencies and the B1+ by another agency are considered appropriate for banking 
investments by the bank examiners. 

The securities registered under such a filing should be stated by the rule to be 
salable within a maximum period of 48 hours after filing. The rule might also 
permit offering by means of a greatly simplified prospectus. 

It is difficult to see how such a change in existing requirements could harm 
anyone. It certainly would ameliorate the concentration of ownership of high- 
grade bonds in a few hands to the benefit of small- and medium-sized investors 
of all types, and it would equalize the opportunity of choice of corporate man- 
agement to do public or private financing. 

In summary, I have suggested two methods of combating the private place- 
ment evil; (1) by an amendment of the law permitting the immediate issuance 
of securities senior to those listed on national exchanges under the 1934 act 
and those, the issuance of which is subject to the approval by Federal or State 
regulatory bodies; and (2) an amendment of the rules of the Securities and 
Exchange Commission under the 1933 act to permit acceleration of the financing 
of bonds given a bank rating by independent agencies. Since some securities 
will be covered by one of these methods and some securities by the other, both 
procedures are advocated.” 


Section 10 (b) (2) (3) (4) 

Much comment was made on the need for and desirability of a 
shorter and more readable prospectus by both industry and Commis- 
sion representatives, but no specific legislative recommendation was 


made. Some question apparently exists as to whether the Commission 
presently has the power to order deletions; whether the statute should 


*% Transcript, June 10, 1952. 
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be amended to provide such power; whether the Commission could 
feasibly exercise such power without at the same time granting im- 
munity from the liabilities of the act for the deletions; and whether 
it would be in the public interest for the Commission to grant such 
immunity.*° 
Section 11: Indemnification agreements 

Some suggestion was offered to the effect that the practice of issuers’ 
agreeing to indemnify all affected persons from any liabilities which 
might arise under section 11, defeated the purpose of the act, but no 
remedial legislation specifically was proposed.” 
Title II: Reenactment 


The recommendation was made that title IT of the act, the Corpora- 
tion of Foreign Bondholders Act of 1933, which never became effective, 
should be reenacted with some modifications.” 


SECURITIES EXCHANGE ACT OF 1934 
Section 8 (c): Customers credit balances 

Though affirming that at present there appeared no need for the 
additional protection which might so be afforded, the suggestion was 
made that the Commission should have the stand-by power under 
which it could promulgate rules, if the exigency arose, covering the 
segregation, commingling, or use of customers credit balances; the 
present powers being limited only to securities carried for customer’s 
account.* 


Section 11 (d); Amend so that the extension of credit by a broker- 
dealer to a customer on a new issue of securities is prohibited only 
if he sold the securities to the customer or purchase d the securities 
Jor the customer on a solicited order. The prohibition would 
apply only while the broker-dealer was engaged in the distribution 
of the securities and for 4 days thereafter 

Offered by Mr. Funston with the comment: 


Under the proposed amendment the prohibition would only apply to securities 
which the broker-dealer sold to the customer and 4 days after a broker-dealer has 
completed his portion of a distribution and terminated his participation in a 
selling syndicate or group or in a stabilizing account in connection with a 
distribution, he may extend credit on the securities which were subject to the 
prohibition. 

We believe that the proposal to reduce the 6-month prohibition against the 
extension of credit on any particular issue to a prohibition which runs only so 
Jong as the distribution is still in process, although removing certain unnecessary 
hardships, will nevertheless, preserve the effectiveness of the statute.” 


Section 12: Universal registration 

Limited registration of certain companies with securities not now 
listed on national securities exchanges was recommended by Mr. Me- 
Cormick : 


I am in favor of and would recommend the adoption of the Frear bill which 
would extend the protective and information provisions of sections 12, 13, 14, 
and 16 of the Securities Exchange Act of 1934 to cover all corporations having 


25 McDonald, transcript, January 9; McEntire, transcript, January 10; Bane, transcript, 
February 18; McCormick, transcript, March 10; Bickel, transcript, June 18, 1952. 

26 Loss, transcript, February 19; McCormick, transcript, March 10, 1952. 

7 Commissioner Millonzi, transcript, March 27, 1952. 
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at least $3 million in assets and at least 300 security holders. While the proposed 
amendments to the Securities Act would see to it that an investor is informed 
before he buys a new issue, this bill, supplementing the present requirements of 
the 1934 act would insure, so far as practicable, that those who invest in large 
publicly held corporations would be able to ascertain the essential, material facts 
concerning the operations and financial condition of their corporations after they 
had become investors in the enterprise. In other words, the holders of securities 
of large publicly owned companies would be accorded the same protection under 
our securities laws whether or not they are traded on an exchange. It is my 
understanding that that portion of the industry which deals in securities not 
traded on exchanges accepts this proposal in principle and has indicated its 
support of the Frear bill.” 


This Commission proposal for making public financial information 
and periodic reports, supervising the material in proxy solicitation, 
and providing for the recapture of profits from “insiders” trading in 
the issuer’s securities, has been introduced in several of the Con- 
gresses,** 


It was supported in the hearings by Commission personnel.” 


Section 12 (d): To reduce the waiting period on additional issues of 
listed securities from 30 to 10 days and to permit the registration 
of unissued securities which are to be issued in connection with 
“rights,” offerings, reorganizations, mergers, etc., and refundings 
of listed securities or where the purpose is to provide an exchange 
market for securities to be issued or sold in connection with 
reorganization under the Public Utility Act or the Railroad Re- 
organization Act 


Advanced by Mr. Funston with the comment: 


The law presently requires a 30-day waiting period between the receipt by the 
Commission of the certification of the exchange and the date the registration 
becomes effective. It is proposed to continue the 30-day period for new issues 
of securities, but to reduce the waiting period to 10 days for additional amounts 
of an already listed security. While the Commission has almost universally 
granted acceleration in the case of additional amounts, the issuers and the 
underwriters cannot be absolutely certain that acceleration will be granted and, 
accordingly, their time schedules on offerings of additional securities are trouble- 
some. 

The proposed amendment would also permit when-issued trading of securities 
of listed companies on an exchange at the same time when-issued trading is 
permissible in the over-the-counter markets. If there is when-issued trading 
in securities of listed companies, the public is better protected by having that 
trading on an exchange because the public has full information as to the price 
at which the securities are sold when-issued. 

The proposed revision would also clarify the Commission’s rule-making power 
with respect to when-issued trading in securities authorized by a plan of reorgan- 
ization, recapitalization, merger or consolidation, or where there is a proposed 
refunding operation, or where a plan under the Public Utility Holding Com- 
pany Act or the Bankruptcy Act had been approved by the SEC or the ICC.” 


Section 14: Proxy solicitation 

Amendment of this section was urged to cover those corporations 
with assets of over $3 million and with over 300 stockholders, which 
are not now covered by the proxy rules. This is part of the so-called 
universal registration proposed under section 12.* 


% Transcript, March 10, 1952. 
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In addition, the suggestion was made that the Commission should 
have the power, whether or not fully exercised, to promulgate rules 
requiring that proxies must be solicited at least annually.® 
Section 16 (b): Recapture of profits from “insiders trading” 

Amendment of this section was urged to cover the same corpora- 


tions not presently covered, as would be included in the above-men- 
tioned amendments to sections 12 and 14.** 

Discussion was had of further amendment to the section to authorize 
the Commission to institute suits for recapture in the event the issuer 


or its security holders do not do so, but no specific recommendation to 
such effect was made.” 


Section 19 (6): To require the Commission to proceed by an “order” 
if the Commission changes an exchange rule 
Advocated by Mr. Funston as follows: 


Under the present statute, the SEC could proceed either by an order or by 
rules or regulations to change exchange rules. Under section 25 (a) of the act 
any party to a proceeding aggrieved by an order of the Commission may appeal 
to the courts—it is not clear that an exchange could appeal from a rule or 
regulation. 

It is important that it be made clear that courts may review the action of the 
Commission in writing rules of the exchange with respect to the fundamental 
matters set forth in section 19 (b).* 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Although acknowledging that his recommendation might not nec- 
essarily require amendment to the 1935 act, Mr. Joseph Johnson 
spoke in opposition to the Commission’s rule on competitive bidding, 
as follows: 


Another problem of the industry which grows out of the Commission’s admin- 
istration of the Public Utility Holding Company Act is that of compulsory com- 
petitive bidding under rule U-50. As the committee doubtless knows, this has 
been the subject of considerable controversy and discussion ever since its in- 
ception. I am sure the committee is aware that the vast majority of the mem- 
bers of the IBA were opposed to the adoption of this rule by the Commission and 
felt that it would, in operation, be detrimental to the best interest of issuers, of 
security holders, of consumers and of the investing public. The Securities Acts 
Committee of the IBA, in the brief which it submitted to the Commission in Jan- 
uary of 1941, summarized its principal reasons for Opposing this then proposed 
rule as follows: 

(1) While compulsory competitive bidding may, under certain circumstances, 
procure higher prices for public utility issuers, it would do so at the expense of 
investors, whose interests the Commisison has a statutory duty to guard, the 
damage of investors arising, among other things, from the overpricing of issues 
which is a consequence of compulsory competitive bidding. 

“(2) If the increased price to the issuer in periods of rising markets would 
be of sufficient importance to warrant making a drastic change in the organi- 
zation which has been evolved for the distribution of securities, then the de- 
creased yield to investors should be correspondingly great. If it is argued that 
this is not necessarily so but that the difference would come from the under- 
writer’s spread, then the underwriter making the least investigation, and con 
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templating the cheapest distribution methods, could afford to pay the highest 
prices. The investor and the issuer would then suffer in several ways: 

“(a) The investor would more frequently than not pay a higher price; 

“(b) Skimpier and cheaper investigations by underwriters would increase 
the investor’s danger of losing money and thereby affect the liabilities of is- 
suers ; 

“(c) The purchase of securities at the highest possible price through com- 
pulsory competitive bidding would tend to bring about high-pressure sales- 
manship, which reputable investment bankers seek to avoid; 

“(d) Issuers would be compelled to sell securities at a price higher than they 
might think proper, without regard to the manner in which the securities were 
to be distributed by the purchasing underwriters. 

(3) The underwriting of corporate securities by investment bankers is, in fact, 
competitive; and the competition of the market by which every issue must be 
judged assures fair prices to the issuer and to investors. 

“(4) Compulsory competitive bidding would force the concentration of dis- 
tribution into the hands of relatively few underwriters and dealers. This would 
be greatly to the detriment of the smaller investor who must largely rely on 
broad facilities of distribution to provide him with opportunities to participate 
in purchases of new issues of securities. 

(5) Compulsory competitive bidding is not the best available means for jJudg- 
ing the reasonableness of prices and spreads. 

“(6) The requirement of compulsory competitive bidding would not remove 
the Commission’s difficulties in satisfying its duties under sections 6 and 7 of 
the Public Utility Holding Company Act; to meet its statutory responsibilities the 
Commission would still find it necessary to examine the reasonableness of the 
price and spread after the bids had been received. 

“(7) The sale of issues through compulsory competitive bidding could not be 
carried out consistently with the practice envisaged by the sponsors of the 
Securities Act of 1933 which requires that a thorough and searching investiga- 
tion be made by a responsible underwriter. 

“(8) There is no feasible substitute for the professional work of the invest- 
ment banker in the setting up of an issue, including the development of sub- 
stantive provisions of indentures and of the securities.” 

Although I am not an expert on the operation and administration of the 
Holding Company Act, I have certainly had ample opportunity to watch the 
operation of this rule, and it is my personal opinion that the reasons set forth 
above for the Securities Acts Committee’s opposition to the rule have in major 
part been proven valid by experience under the rule in the intervening years. 
I am convinced that issuers of such securities and all others concerned would 
be much better off if such issuers were free to choose between the two methods of 
financing, the Commission, of course, retaining jurisdiction over the reason- 
ableness of price and spread.” 


OTHER STATUTES 


No suggestions for amendment of the other statutes were made to the 
subcommittee, although extended discussion of their present opera- 
tion and administration was had. 


%® Transcript, June 10, 1952. 
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Mr. Harris from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[Pursuant to H. Res. 278] 


The Committee on Interstate and Foreign Commerce was directed 
by House Resolution 278, acting as a whole or by subcommittee, to 
conduct an investigation to determine the extent to which the radio 
and television programs currently available contain immoral or other- 
wise offensive matter, or place improper emphasis upon crime, vio- 
lence, and corruption, and to make recommendations to eliminate 
offensive and undesirable radio and television programs to promote 
higher standards, 

[H. Res. 278, 82d Cong., 2d sess.] 


RESOLUTION 


Resolved, That the Committee on Interstate and Foreign Commerce, acting as a 
whole or by subcommittee, is authorized and directed (1) to conduct a full and 
complete investigation and study to determine the extent to which the radio and 
television programs currently available to the people of the United States contain 
immoral or otherwise offensive matter, or place improper emphasis upon crime, 
violence, and corruption, and (2) on the basis of such investigation and study, 
to make such recommendations (including recommendations for legislative action 
to eliminate offensive and undesirable radio and television programs and to 
promote higher radio and television standards) as it deems advisable. 

The committee shall report to the House (or to the Clerk of the House if the 
House is not in session) as soon as practicable during the present Congress the 
results of its investigation and study, together with its recommendations. 

For the purpose of carrying out this resolution the committee or subcommittee 
is authorized to sit and act during the present Congress at such times and places 
within the United States, whether the House is in session, has recessed, or has 
adjourned, to hold such hearings, and to require, by subpena or otherwise, the 
attendance and testimony of such witnesses and the production of such books, 
records, correspondence, memoranda, papers, and documents, as it deems neces- 
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sary. Subpenas may be issued under the signature of the chairman of the com- 
mittee or any member of the committee designated by him, and may be seryed by 
any person designated by such chairman or member. 

House Resolution 278 was introduced by Mr. Gathings (Democrat, 
of Arkansas) on June 25, 1951. It was reported from the Committee 
on Rules on April 30, 1952, and it passed the House of Representatives 
unanimously on May 12, 1952.* 

On May 22, 1952, the chairman of the Committee on Interstate and 
Forei Gahaidets appointed the following members to act as a sub- 
committee to conduct the study and investigation pursuant to House 
Resolution 278: Oren Harris (Democrat, of Arkansas)’ (chairman), 
Arthur G. Klein (Democrat, of New York), F. Ertel Carlyle (Demo- 
crat, of North Carolina), Homer Thornberry (Democrat, of Texas), 
Joseph P. O’Hara (Republican, of Minnesota), J. Edgar Chenoweth 
(Republican, of Colorado), and Harmar D, Denny, Jr. (Republican, 
of Pennsylvania). 

Under the Legislative Reorganization Act of 1946, the Committee 
on Interstate and Foreign Commerce has been designated as the stand- 
ing committee of the House of Representatives to have jurisdiction 
over all legislation concerned with communications and to exercise 
congressional oversight over the activities of the Federal Communica- 
tions Commission. Regular committee funds were used for the study 
and no additional funds were requested. 

Extensive public hearings were held from June through December 
in Washington, D. C., end New York City. At the opening of the 
hearings, Members of Congress, including the sponsor of House Reso- 
lution 278, Mr. Gathings, were given an opportunity to present their 
views. Subsequently, the subcommittee heard individual witnesses 
and witnesses representing various civic and religious groups, the 
radio and television industry and its trade association, as well as mem- 
bers and staff personnel of the Television Code Review Board. Repre- 
sentatives of advertising agencies and important sponsors of radio and 
television programs also testified, as well as the Chairman of the Fed- 
eral Communications Commission. A study was made of television 
programing techniques with a view to determining the responsibility 
for and control over the content of radio and television programs and 
advertising messages. In the course of this study the subcommittee 
inspected production centers of some of the major networks in New 
York City. 

Approximately 1,200 letters, petitions, and other communications 
were received from the general public. By far the majority of these 
communications requested the eee of beer and wine advertis- 
ing from radio and television broadcasts. Others objected to the 
number and character of crime programs. A few were critical of 





1On that same date the House of Representatives passed H. Res. 596, introduced by Mr. 
Gathings, to create a select committee to determine the extent to which current literature 
containing immoral or otherwise offensive matter is being made available to the people 
through the United States mails or otherwise. On April 30, 1952, when the Committee 
on Rules favorably reported H. Res. 278 and H. Res. 596, the Committee on Rules 
rescinded its earlier favorable report on H. Res. 520. H. Res. 520, introduced by Mr. 
Gathings on February 7, 1952, would have created a select committee composed of 15 
Members of the House (4 each from the Interstate and Foreign Commerce, Judiciary, 
and Post Office and Civil Service Committees and 3 from the membership of the House 
without reference to any committee) to conduct an investigation and study of radio and 
television programs and books to determine the extent to which such programs and books 
contain immoral or otherwise offensive matter, or place improper emphasis upon crime, 
violence, and corruption. 
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stated portions of programs; while approving of the program series 
in question, they disapproved of individual performances. 

At the opening of the hearings, Chairman Oren Harris announced 
on behalf of the subcommittee that, although the subcommittee in- 
tended to give the broadest leeway in the conduct of the hearings, it 
desired to keep the hearings within the provisions of the resolution, 
and did not seek to settle the controversial question as to what might 
be the most desirable types of programs. The subcommittee is aware 
of the fact that occasionally some of the witnesses failed to hew to this 
line and that in transgressing it they might even have been encouraged 
by the questions propounded by the subcommittee. The subcommittee 
feels that this is readily excusable both on the part of the witnesses 
and the members of the subcommittee, since the question of eliminating 
objectionable pene is so closely related to the question of what 
programs might be broadcast in their place. 

The subcommittee sought and has received the fullest cooperation 
of the radio and television industry. This procedure was adopted be- 
cause it was not the purpose of the subcommittee to accentuate isolated 
instances of poor judgment. It was rather its objective to make a 
comprehensive study of the questions and problems raised by the reso- 
lution, and in so doing to give some of the principal members of the 
industry and its trade association the fullest opportunity to make 
their contribution to what they, as well as the subcommittee, recognize 
to be an exceedingly complex and difficult problem. The subcommittee 
has heard from those representatives of the industry, and from all 
persons outside of the industry, who volunteered to present their 
views. The subcommittee is aware of the fact that there might be 
other persons and organizations who, if called upon to testify, could 
make valuable contributions. However, lack of time did not permit 
the subcommittee to go further than it did. While the study, there- 
fore, is not complete, the subcommittee nevertheless feels obligated 
under the terms of the resolution to submit to the Congress at this time 
its report and conclusions, thus far, as directed. 


Summary or TESTIMONY 


The testimony before the subcommittee may be summarized under 
the following headings: 

1. Testimony directed toward the question of whether radio and 
television programs contain immoral or otherwise offensive 
matter ; 

2. Testimony directed toward the question of whether improper 
emphasis is pean in radio and television programs upon crime, 
violence, and corruption; and 

3. Explanation of procedures and organizations established by 
radio and television stations, networks, and industry organizations 
for the purpose of exercising appropriate controls over radio and 
television programs. 


IMMORAL OR OTHERWISE OFFENSIVE MATTER 


The witnesses who testified with respect to the question of whether 
radio and television programs contain immoral or otherwise offensive 
matter addressed themselves in the main to the following specific 
points ; 
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A. Offensive dress. 

B. Offensive plays or jokes. 

C. Beer and wine commercials, and sponsorship of radio and 
television programs by the beer or wine industries. 

D. Offensive commercials. 


A, Offensive dress 


Several of the witnesses who took exception to low necklines or 
otherwise offensively dressed performers volunteered to express their 
impression that mahatantial improvements had been made in that 
respect within the comparatively short time since the adoption of the 
Television Code on March 1, 1952. Witnesses appearing on behalf of 
the networks and the NARTB corroborated this impression and re- 

orted that the amount of mail in which the writers took exception to 
ow necklines or otherwise offensive dress had sharply declined. 
B. Offensive plays and jokes 

Several witnesses complained about offensive plays involving 
adultery and other deviations from good moral behavior, and also 
noted a tendency on the part of some performers toward “blue jokes.” 
These jokes were alleged to occur more frequently on ad lib programs 
than on other programs. One witness thought that the features com- 
plained of could be traced to the fact that many of the writers for and 
performers on radio and television were recruited from the cabarets 
and nightclubs of the large metropolitan areas. Presentations and 
performances that might be acceptable at those places, he felt, were 
pene unacceptable in the living rooms of the average American 
‘amily, 

Witnesses appearing for the networks and NARTB pointed out 
to the subcommittee that while there were occasional write-in cam- 
paigns on a national level sponsored by certain national organizations 
attacking in a general way radio and television programs as immoral, 
individual stations, the networks, and the Television Code Review 
Board had received only few communications from individuals point- 
ing out specific instances of alleged immorality. The networks and 
the industry stressed the extent to which the Television Code and the 
standards adopted by individual radio and television broadcasters 
are concerned with the elimination of immoral or offensive matter. 
In this connection the witnesses presented a detailed description of 
the procedures and organizations which have been established by in- 
dividual stations, the major networks, and the industry designed to 
keep out objectionable material and to exercise self-regulation. These 
procedures and organizations are discussed in another part of this 
report. 

All of the witnesses, including both those representing the industry 
and those outside the industry, agreed that strict observation of the 
standards and the code adopted by individual broadcasters, the net- 
works, and the industry would minimize greatly objectionable 
programs. 

In further answer to some of the afore-mentioned complaints, the 
television networks and the NARTB pleaded that consideration be 
given in particular to two mitigating factors: (1) The rapid growth 
of the television industry which is attended by unavoidable growing 
pains; and (2) the fact that television is a voracious medium which 
practically devours programs. It was pointed out that all feature 
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films produced by Hollywood during the year 1951 would supply tele- 
vision stations with programs for only 6 weeks. The networks testi- 
fied that they were aware of the challenge presented by the tremen- 
dous demand for adequate television programs, and that they were 
making every effort to provide the type of facilities and personnel 
required to meet this demand more adequately in the future. 

In this connection, it was noted that the television networks carry 
the brunt of the program burden. One of the major networks testi- 
fied, for example, that it provides 75 hours of network television shows 
per week. New television stations are greatly dependent upon this 
network service, and frequently have to rely at the beginning of their 
operations almost entirely upon such service for their programing 
before they are able to initiate local programs of their own. 

It was further suggested by some of the major networks that to 
date comedy and variety type programs have predominated on tele- 
vision during the evening hours. Critical comments and testimony 
received by the subcommittee have largely been directed to this type 
of program. It was also testified that gradually other types of pro- 
grams seemed to gain public favor and that commercial sponsorship 
could now be found for educational and cultural types of programs 
for which previously commercial sponsorship was found impossible 
to secure. Representatives of the industry pointed to this develop- 
ment and urged that consideration be given to the rapid growth of the 
industry, and that the industry be given a chance to experiment with 
self-regulation to eliminate offensive matter and to grow up without 
outside interference. 


C. Beer and wine commercials and sponsorship of programs by the 
beer and wine industry 

Several witnesses representing civic and religious groups empha- 
sized that beer and wine commercials and sponsorship of radio and 
television programs by the beer and wine industries were objected to 
strongly by their members. These witnesses did not concern them- 
selves with other aspects of radio and television programs. They took 
exception, however, to drinking scenes shown in the course of tele- 
vision programs. Some of the witnesses went so far as to say that 
they would object even to sponsorship by the beer and wine industries 
of symphonic concerts or opera performances. They contended that 
the more respectable the programs the more insidious would be the 
influence of the sponsors. 

Objection was also made to statements or inferences in beer and 
wine commercials that the consumption of these products was whole- 
some or at least not harmful. Some of these witnesses felt that beer 
and wine should be placed in the category of narcotics and that ad- 
vertising of intoxicating liquors, including beer and wine, on radia 
and television should be ‘prohibited by law. 

One of the networks stressed the fact that none of its affiliates lo- 
cated in a dry State or in dry communities broadcast network com- 
mercials advertising beer or wine. They stressed the fact that they 
knew of no way, short of eliminating all beer and wine advertising, 
of keeping broadcasts by stations located outside of such dry States 


or dry communities from reaching listeners within such States or 
communities. 
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The subcommittee’s attention has been called to the fact that no 
legal restriction exists with respect to advertising of intoxicating 
liquor. However, with reference to distilled spirits, or what is com- 
monly referred to as hard liquor, the Distilled Spirits Institute, an 
association of manufacturers of distilled spirits, adopted a policy in 
November 1935 refraining from advertising of such products over 
the radio within the continental limits of the United States (Alaska, 
Hawaii, and Puerto Rico excepted). This policy has been carried 
over into television broadcasting. The Television Code specifically 
prohibits the advertising of hard liquor on television. 

It is contended by some witnesses before the subcommittee that 
this policy and the provision of the code have not been fully complied 
with in the case of one sponsor. The sponsor contends that it has 
complied with the policy, and uses its name only in connection with 
the advertising of its nondistilled products. This sponsor con- 
tends that in addition to its manufacture of distilled spirits it manu- 
factures beer, special types of farm feeds, and pharmaceutical prod- 
ucts. However, the complaints are that the name of this firm is prom- 
inently associated by the public with well-known and well-advertised 
brands of hard liquor. 

Particular emphasis was given by the complaining witnesses to 
the alleged adverse effect of beer and wine advertising on children 
and teen-agers. These witnesses feared that the influence of the 
parents, by example and by admonition, to stay away from intoxicat- 
ing beverages would be seriously undermined if children were given 
the opportunity to watch and listen to commercials praising the com- 
panionable and pleasant influence of beer and wine. The complaining 
witnesses objected particularly to spot commercials advertising beer 
and wine which follow children’s programs or sports programs, and 
which come as a complete surprise, giving the parents no opportunity 
to turn off the radio or television receiver. The representative of 
the brewing industry who testified before the subcommittee empha- 
sized, however, that none of the advertising of the beer industry 
was directed toward children and teen-agers. 


D. Offensive commercials 


While there was occasional mention of offensive commercials, the 
individuals referring to such commercials acknowledged and accepted 
the fact that our American broadcasting system is based on the 
principle of commercial sponsorship of radio and television programs. 
It was testified by some of the network witnesses that 99 percent, 
if not all, of the advertising copy presented on radio and television 
was prepared by advertising agencies. Nevertheless, the witnesses 
appearing on behalf of networks stated that the networks assume full 
responsibility for the content of the commercials just as they assume 
responsibility for network programs regardless of whether they origi- 
nate in the networks’ own studios or are prepared by advertising or 
talent agencies. 

A specific question was raised with regard to the occasional practice 
of sponsors to resort in their commercials to the impersonation of 
doctors who in turn endorse the quality, effectiveness, or harmfulness 
of certain products. When questioned with respect to these practices, 
representatives of the NARTB stated that stations and networks 
should use the greatest care in employing impersonations not only of 
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doctors but of any professional person for the purpose of endorsing 
any product advertised over radio or television. 

Mention was also made of advertising commercials which become 
offensive because of frequent repetition in the course of a program. 
Some of the witnesses agreed that some sponsors had engaged in 
such advertising. Some of the witnesses pointed out, however, that 
many sponsors or advertising agencies were inclined to lean toward 
the point of view that this type of advertising, as far as its effective- 
ness was concerned, was inferior to high types of institutional adver- 
tising. 

Attention was also called by at least one network representative to 
the fact that direct selling methods engaged in by some stations were 
rapidly being abandoned. The question of direct selling by “pitch 
men” on television stations had also been raised by the Television 
Code Review Board, and it is generally not considered by the Board 
an acceptable method of advertising. 


IMPROPER EMPHASIS ON CRIME, VIOLENCE, AND CORRUPTION 


Criticism on the part of witnesses with respect to crime programs 
was directed toward several aspects of this type of program. Crime 
programs were objected to by some witnesses because they were broad- 
cast at an hour when children are apt to view and listen to such pro- 
grams. Crime programs were criticized as possibly contributing to 
juvenile delinquency, especially in the case of children coming from 
broken homes. Statements were also made that crime programs were 
too numerous or that they occurred at the same time on different sta- 
tions, so that listeners were denied access to other types of programs 
during those hours. 

In answer to these criticisms, the witnesses representing radio and 
television stations, networks, and the NARTB contended that while 
stations regularly broadcast radio and television crime programs, they 
do not place improper emphasis on such programs. These witnesses 
contended that such programs are one type of entertainment, and that 
the subject of crime was prevalent also in books, comics, films, and the 
theater, and perhaps to a greater degree than on radio and television. 
It was alleged that were the stations to give in to the public’s demand 
for this type of program, there would be many more than there are 
now. Qhne of the major networks testified that only 2.7 percent of its 
television shows and 4.3 percent of its radio programs consisted of 
crime shows. 

It was testified that most of the crime shows are network shows and 
that, in view of their great cost, they rarely originate locally. 

The network witnesses emphasized that they had developed special 
standards for crime programs and that these standards prohibited 
the showing of multiple crimes of violence, the use of horror for its 
own sake, the undermining of confidence in established law-enforce- 
ment agencies, the excessive preoccupation with crimes and criminal 
procedures, and the showing of undue or unusual details of the execu- 
tion of crimes. The standards further require that in each mystery 
program the criminal must be brought to justice. 

As far as the simultaneous broadcasting of crime programs 
by different stations in the same community is concerned, the network 
witnesses testified that they did not consider it desirable competition 
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among networks to meet the crime program of one network with 
another crime program broadcast by a second or a third network. 

Some of the network witnesses also testified that they refrained 
from broadcasting crime shows prior to 9 p.m. in the expectation that 
the younger children would be in bed by that time and thus unable to 
see crime programs presented after that hour. 

With respect to the presentation of western films, showing a great 
deal of violence, some of the witnesses referred again to the great 
scarcity of suitable program material and the ready relief that these 
western films offered to hard-pressed television networks. Further- 
more, some of the witnesses pointed to the fact that child study experts 
appeared to disagree as to whether westerns with their recurrence of 
violence actually were an undesirable influence on juveniles or whether 
they satisfied a real need on the part of juveniles in providing a harm- 
less outlet for their aggressive tendencies. 


DEVELOPMENT AND DESCRIPTION OF THE 'TELEVISION CODE 


About a year ago the television broadcasters of America convened 
to draft program standards. It was desired to avoid the earlier 
experience of the motion-picture industry in which six States enacted 
censorship laws before the film industry initiated its first code for 
self-regulation. The telecasters realized through severe criticism in 
the press, in. congressional statements, and certain pending legis- 
lation providing for the establishment of a citizens’ advisory council, 
that it was in their own best interest and that of the public to initiate 
a program of self-regulation. 

t was noted that some of the harshest criticism directed at tele- 
vision broadcasting had related not to what had been broadcast but 
to what had not been broadcast. In view of this, it was determined 
the code should not be limited to an enumeration of prohibitions but 
should be an affirmative document setting forth desirable positive 
objectives. 

The code contains sections referring to the responsibility of the 
telecaster to the community, responsibility toward children, the 
advancement of education and culture, decency and decorum in pro- 
duction, treatment of news and public events, controversial public 
issues, political telecasts, religious programs, presentation of advertis- 
ing, acceptability of advertisers and products in general, and advertis- 
ing of medical products. 

The code provisions are set forth in general terms in the realization 
that such things as good taste cannot be rigidly described, and that 
only general terms can accommodate the wide divergencies of tastes 
of the American people. 

Subscription to the code is entirely voluntary on the part of tele- 
vision stations and networks. The code is administered by the Tele- 
vision Code Review Board composed of five members drawn from the 
television station membership of NARTB. The members of the board 


are appointed for a term of 1 year by the president of the NARTB. 
Due consideration is given to diversification of geographical location, 
company representation, and network affiliation. A board member 
may not serve consecutively for more than 2 years. 

The responsibility of the board is to maintain a continuing review 
of all television programing, especially that of subscribers to the 
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Television Code; to receive, screen, and clear complaints concerning 
television programing; to define and interpret words and phrases in 
the Television Code; to develop and maintain appropriate liaison 
with governmental agencies and with responsible and accountable 
organizations and institutions; to inform chaniine of complaints or 
commendations of these organizations, as well as the American public 
in general; to review and monitor, if necessary, any programs of a 
subscriber. The Code Review Board is further charged with the 
responsibility of constantly reviewing the code for its adequacy and 
to suggest modifications and additions. 

The code calls for the display, by its subscribers, of a “Seal of Good 
Practice.” It is one of the functions of the Code Review Board to 
educate the public to the significance of the seal, so that parents in 
particular will come to consider it a dependable symbol of suitable 
programing. ‘This is done in the expectation that stations will value 
the seal as an important business asset. 

The authority to utilize and show the seal, as well as the subscription 
itself, may be voided, revoked, or temporarily suspended upon duly 
processed complaints of code violation, and by a two-thirds affirmative 
vote of the Code Review Board. The following conditions apply in 
each such case: The subscriber must be advised in writing of the 
charges; the subscriber has the right to a hearing; oral and written 
evidence may be introduced by the subscriber and the Television Code 
Review Board; and the board must notify the subscriber of its decision 
in writing. 

Corrective steps are usually taken when any complaint comes to the 
attention of the board. Corrective steps consist of an evaluation of 
the complaint and a letter to the subscriber, together with an analysis 
of the section of the code involved. Action is taken only on complaints 
received by the Code Review Board. No requirement is contained in 
the code that a station must forward the complaints it receives to 
the board. The Code Review Board does not monitor television pro- 
grams, but relies upon complaints received from the general public. 
Only about 100 complaints have been received in the past 6 months, ac- 
cording to code witnesses. Since the inception of the code, only cor- 
rective steps have been taken against any of its subscribers—no formal 
complaints have been instituted. 


NETWORK AND STATION CONTROL OVER PROGRAMS 


The testimony received by the subcommittee shows that the function 
of the Television Code Review Board is merely supplementary to the 
controls exercised by television stations and television networks over 
their programs for the purpose of eliminating offensive matter there- 
from. Each of the major networks has established editing or con- 
tinuity acceptance departments, staffed by experienced personnel, 
whose sole function it is to review films, plays, and other presentations 
from the time program ideas are first presented up to the time the 
finished shows are broadcast on the air. Such review and editing takes 
place regardless of whether the shows or presentations originate from 
within the networks’ own organization or are purchased (either by the 
sponsors or by the networks themselves) from advertising or talent 
agencies. In the case of ad lib shows monitoring of the shows is the 
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principal method relied on to avoid the broadcasting of objectionable 
matter. 

The control of television programs furnished by the networks does 
not end at this point, however. Under its affiliation contract a station 
is free to exercise veto power over any network program and to sub- 
stitute a program of its own if the station determines that a particular 
network program is not in the public interest. Some stations provide 
continuous monitoring of their own with a view to excising from net- 
work shows portions which are not considered suitable for broadcast- 
ing in the community in which the stations operate. 

Tccinaaes originating with local broadcasting stations are screened 
by the continuity acceptance or editing departments provided by many 
of the larger stations. In the case of smaller stations, this function is 
frequently added to other duties performed by the programing staffs 
of these stations. 

In addition to all of these controls, it was emphasized that in the 
choice of programs and the preparation of the details of each presen- 
tation, the networks, the stations, and the advertising and talent 
agencies, as well as the sponsors, are aware at all times of the fact that 
ne prosperity depends on public acceptance of what they have to 
offer. 

CoNncLUSIONS 


GROWTH OF TELEVISION 


(1) It is an understatement and somewhat trite to observe that 
television is a rapidly growing medium of communications. Never- 
theless, it is necessary to put down this observation right at the start 
because the rapid growth of television is the very reason why no lasting 
judgments a conclusions can be formed at this juncture with respect 
to the subject matter under study. 

New television stations have been and continue to be added almost 
daily since the lifting of the freeze. The television programs of 
yesterday are no longer the television programs of today. The econ- 
omy of the industry is undergoing rapid changes. Experiments have 
been carried on, and continue to be carried on, with new forms of tele- 
vision, to wit, theater television, subscription television, and educa- 
tional television. The Television Code which was placed into effect 
on March 1, 1952, has not, and could not have, in the 9 months of its 
existence, proved its worth conclusively. All of these factors have 
contributed and will continue to contribute in the near future to 
keeping the development of television in a state of flux. These same 
factors also make it impossible to pass any conclusive judgment at 
the present time on the effectiveness of the television industry’s effort 
at self-regulation. 


SELF-REGULATION VERSUS GOVERNMENTAL REGULATION 


(2) The subcommittee welcomes the industry’s concerted efforts at 
making self-regulation effective. The existence of a television code 
and the commendable intentions of the persons who are seeking to 
make this code a vital force are proof of the sincerity of the industry 
in this endeavor. It appears to the subcommittee that self-regulation 
is making substantial progress in this field and, so long as the public 
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interest is served, is preferable to Government-imposed regulation. 

(Question has been raised as to the power of Congress to legislate in 
this field. The subcommittee believes that the Congress is authorized 
to do so within limits. In this connection the subcommittee wishes to 
point to the decision of the Supreme Court in the case of Burstyn v. 
Wilson in which the Court declared unconstitutional a New York 
State motion-picture-censorship law, which authorized the censors 
to ban the showing of “sacrilegious” pictures. The Court, in a unani- 
mous opinion, observed that while “unbridled censorship” was in viola- 
tion of the Federal Constitution, the “capacity for evil” of motion 
pictures, particularly among children, might be relevant in determin- 
ing the permissible scope of “community control”.?- The subcommittee 
feels that the thought expressed by the Court may well have applica- 
tion to the possible institution of limited governmental controls over 
broadcasting, and television broadcasting in particular. The subcom- 
mittee believes, however, that the potential evils inherent in such 
governmental controls might be even greater than the evils that such 
controls might be designed to remedy. Furthermore, the subcom- 
mittee feels that there appears to be no good reason why such controls 
should be imposed at this time before the industry has had an oppor- 
tunity to explore fully whether effective self-regulation is feasible. 


INDIVIDUAL LICENSEES RESPONSIBLE 


(3) It was observed by several witnesses that the tastes of the 
American people are so diversified that no general rules can be formu- 
lated and enforced by a few members of the broadcasting industry for 
the purpose of eliminating bad taste without doing great harm to radio 
and television as a medium of free expression and communication. 
One witness went so far as to contend that the organized effort of the 
industry in adopting a code and in providing machinery to make such 
code effective was in violation of the laws of the United States. As 
the subcommittee conceives the operation of the Television Code, it 
has been adopted on a voluntary basis by the television industry and 
is designed as a valuable guide to television broadcasters setting forth, 
in many instances, minimum rather than maximum standards. It is 
the view of the subcommittee that the code is not, and cannot be, under 
the Federal Communications Act, designed to be a substitute for the 
responsibility of the individual station licensee. As a matter of fact 
the subcommittee feels strongly that there cannot and should not be 
any delegation on the part of individual-licensees of their responsi- 
bilities under the law either to a collective industry organization or 
to a radio or television network. 

Some of the major networks whose representatives testified before 
the subcommittee stated that the networks assumed full responsibility 
for their programs regardless of whether such programs are developed 
in their own studios or are provided by other sources. The subcom- 
mittee appreciates the sincerity of the networks in frankly trying to 


2 Boretyn v. Wilson (343 U. 8. 495 (1952)), at p. 502: 

“It is further urged that motion pictures possess a greater capacity for evil, particularly 
among the youth of a community, than other modes of expression. Even if one were to 
accept this hypothesis, it does not follow that motion pictures should be disqualified from 
first-amendment protection. If there be capacity for evil it may be relevant in determining 
the permissible scope of community control, but it does not authorize substantially 
unbridled censorship such as we have here.” 
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share program responsibility along with the local broadcaster. Also, 
in the eyes of the public, such shared responsibility surely exists. 
Nevertheless, under existing law, the final responsibility and account- 
ability remains with the local station. 

The Federal Communications Commission has never licensed or 
attempted to license networks. There is a difference of opinion as 
to the scope of the Commission’s authority, under existing law, to 
regulate network practices. The Chairman of the Commission in 
testifying before the subcommittee expressed the personal opinion 
that networks should be licensed. The subcommittee feels that further 
study and consideration should be given to this question. 


OFFENSIVE MATTER ON PROGRAMS 


(4) With respect to the question of whether radio and television 
programs contain “immoral or otherwise offensive matter,” the sub- 
committee feels that the unique position of television may bring about 
the result that performances or discussions which might be acceptable 
in motion-picture theaters, on the legitimate stage, in books, maga- 
zines, and in the daily press might be considered offensive when pre- 
sented on television, and particularly so when presented during 
periods when children customarily watch television programs. The 
subcommittee is of the opinion that there have been programs offered 
to the public containing offensive, objectionable, or suggestive mate- 
rial. The subcommittee feels the industry should give greater recog- 
nition to this problem with a view to taking additional corrective 
action, 

CRIME PROGRAMS 


(5) The subcommittee recognizes the existence of differences of 
opinion with respect to the question of what constitutes improper em- 
phasis on crime; violence, and corruption, and whether improper em- 
phasis has been placed upon crime, violence, and corruption on radio 
and television programs. However, the subcommittee believes, from 
the record and by personal observation, that there is entirely too much 
emphasis upon crime programs, and that too much time is being de- 
voted to such programs. The subcommittee has taken cognizance of 
the fact that the industry itself is giving particular attention to this 
problem. It has noticed that in one instance such a program has been 
discontinued. 

The fact that radio and television crime programs attempt to show 
in their conclusions that crime does not pay, and that the criminal is 
always brought to justice, does not in the least affect the subcommittee’s 
feelings that crime shows are not suitable subjects for children’s pro- 
grams or for programs that are so timed that they are likely to be 
watched with some degree of regularity by children. 


CULTURAL AND EDUCATIONAL PROGRAMS 


(6) Both with respect to the question of immoral or offensive mat- 
ter on television programs and the question of improper emphasis on 
crime, violence, and corruption, the subcommittee desires to call atten- 
tion to the point made by some of the witnesses that cultural and edu- 
cational programs developed by television stations and networks are 
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finding increasing favor with the public so that commercial sponsors 
are becoming more and more interested in these programs. This is 
one of the greatly encouraging aspects of the present state of develop- 
ment in television programing. It is obvious to the subcommittee that 
cultural and educational programs will avoid the complaints that have 
been advanced against comedy and variety shows on the one hand, and 
crime shows on the other hand. 

The subcommittee has been impressed with the fact that the demand 
on the part of television for appropriate programs is infinitely greater 
than the supply of adequate programs. The awareness of the television 
industry that it must meet the increasing demand for appropriate 
television programs, and that the demand is not likely to be met by an 
increase in the comedy-, variety-, and crime-type program, is one of the 
best safeguards against an increase, in the future, of the types of com- 
plaints with which the subcommittee’s study pursuant to House Reso- 
lution 278 has been concerned. Furthermore, increasing emphasis on 
cultural and educational programs on the part of commercial tele- 
vision stations and commercial networks might make possible a con- 
siderable degree of decentralization of television programs. 


PUBLIC CRITICISM 


(7) The subcommittee strongly supports the view advanced by 
several of the witnesses that the best assurance against improper radio 
and television programing lies in the interplay between an alert and 
articulate public and an alert and conscientious broadcasting industry. 
The subcommittee agrees that interested and constructive public eriti- 
cism is required to enable broadcasters properly to discharge their 
responsibilities and also to make the operation of the Television Code 
effective. The industry witnesses emphasized that a great degree of 
attention was paid by the Television Code Review Board, the net- 
works, and the stations to constructive criticism received from indi- 
vidual listeners. The subcommittee believes that the American public 
should be stimulated into assuming more wholeheartedly the burden 
of advancing interested and constructive criticism. In this connec- 
tion, the subcommittee desires to call attention to the important con- 
tributions that have been made by some civic and religious groups 
who have underaken to study radio and television programing. The 
subcommittee feels that the radio and television industry itself can 
do a great deal to stimulate such constructive contributions, and that 
the industry might be well advised to make an even greater effort in 
this direction in the interest of effective self-regulation. 


OFFENSIVE ADVERTISING METHODS 


(8) The subcommittee has also given careful attention to complaints 
with respect to improper or offensive advertising. Insofar as the com- 
plaints relate to the advertising methods employed (such as, for exam- 
ple, impersonation of professional personnel for the purpose of endors- 
ing the products advertised, or direct selling by “pitch men,” or unduly 
frequent repetition of advertising slogans), the standards of the radio 
and television networks and the Television Code seek to deal in a gen- 
eral way with the methods which have caused complaints along these 
lines. It seems questionable to the subcommittee whether sufficiently 
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specific rules and standards can be developed to cope with each and 
every particular. Rather, it seems to the subcommittee this might 
be dealt with on a case-by-case basis in the hope that the case law will 
develop an adequate common law of radio and television advertising. 

The subcommittee is encouraged in this respect by statements 
made by some of the network witnesses that direct selling is being 
progressively abandoned by network-owned stations, and also that 
higher-grade institutional advertising appears to take the place of 
many less-subtle advertising methods. With respect to advertising 
methods as with regard to program content, a strong and specific 
public reaction may well speed the development sinioeie under way. 
In this connection, individual expressions of praise for good advertis- 
ing might be of equal, if not greater, value than criticism of offensive 
commercials and the more crude methods of advertising. 


LICENSED AND REGULATED PRODUCTS 


(9) The subcommittee recognizes that the method of advertising 
as well as the products which are advertised presents a highly con- 
troversial problem which must be considered. 

The subcommittee is of the opinion that poor taste has been used 
in the advertising of certain licensed and regulated products which 
has been offensive to a large segment of the public. The subcommittee 
is greatly concerned about the influence of this advertising on the 
youth of the Nation. 

The subcommittee feels that the sponsors, advertising agencies, and 
broadcasters should take immediate cognizance of this problem and 
adopt measures to correct the condition. 

It is noted that some advertisers have revised and eliminated cer- 
tain programs and commercials to which objection has been made. 
The revision or elimination of such types of programs and commer- 
cials, thus leading to higher standards, is a problem which will have 
the continuing consider ration, not only of this committee, but of the 
public as well. 

DISTILLED SPIRITS 


(10) With reference to certain regulated and licensed products, 
specifically distilled spirits (commonly referred to as hard liquors), 
the subcommittee is impressed with the efforts of the radio and televi- 
sion industry and the manufacturers of distilled spirits in their 
attempts to eliminate all advertising of such products on radio and 
television. 

The subcommittee is of the opinion that the policy adopted by both 
the manufacturing industry of such products and the radio and tele- 
vision industry is ‘generally being complied with. The subcommittee 
strongly disapproves of any subterfuge or any attempt to deviate 
from or violate the spirit of this policy. 


CONTINUATION OF STUDY 


(11) The problems which have been studied by the subcommittee 
are important, complex, and controversial. The subcommittee has 
already stated that, it believes self-regulation to be preferable to gov- 
ernmental regulation if self-regulation serves the public interest. 
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The subcommittee believes that continued congressional study of these 

problems constitutes one of the best assurances that the industry’s 

efforts at self-regulation will be alert and in the public interest. The 

subcommittee, therefore, recommends that the Committee on Inter- 

state and Foreign Commerce continue and expand during the next 

Congress the study and investigation conducted by the subcommittee. 
Respectfully submitted. 


Oren Harris, Chairman. JosePH P. O'Hara. 
Artuor G. Kier. J. Epgar CHENOWETH. 
F. Erter Carty.e Harmar D. Denny, Jr. 


Homer THORNBERRY. 
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Hovusr or ReprESENTATIVES, 
Se.tect CoMMITTEE ON CURRENT PorNoGrAPHIC MATERIALS, 
Washington, D. C., December 31, 1952. 
Hon. Ratrx R. Roserts, 
Clerk of the House of Representatives, 
Washington, D.C. 

Dear Simm: By direction of the select committee appointed pursuant 
to House Resolution 596 of the Eighty-second Congress, second ses- 
sion, to conduct a study and investigation of current pornographic 
materials, I hand you herewith the report of that committee. 

Sincerely yours, 
E. C. Gatuines, Chairman. 
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House Resolution 596, Eighty-Second Congress, second session, 
approved May 12, 1952, reads: 


Resolved, That there is hereby created a select committee to be composed of 
nine Members of the House of Representatives, to be appointed by the Speaker, 
three from the Commitee on the Judiciary, three from the Committee on Post 
Office and Civil Service, and three from the membership of the House without 
reference to any committee. Not more than five members of the select com- 
mittee shall be of the same political party. The Speaker shall designate as 
chairman of the select committee one of the members so appointed. Any va- 
cancy occurring in the membership of the select committee shall be filled in the 
same manner in which the original appointment was made. 

The select committee is authorized and directed to conduct a full and complete 
investigation and study (1) to determine the extent to which current literature— 
books, magazines, and comic books—containing immoral, obscene, or otherwise 
offensive matter, or placing improper emphasis on crime, violence, and corrup- 
tion, are being made available to the people of the Uniied States through the 
United States mails and otherwise; and (2) to determine the adequacy of existing 
law to prevent the publication and distribution of books containing immoral, 
offensive, and other undesirable matter. 

The select committee shall report to the House (or to the Clerk of the House 
if the House is not in session) as soon as practicable during the present Congress 
the results of its investigation and study, together with such recommendations, 
including recommer dations for legislation, as it deems advisable. 

For the purpose of carrying out this resolution, the select committee, or any 
subcommittee thereof authorized by the select committee to hold hearings, is 
authorized to sit and act during the present Congress at such times within the 
District of Columbia, to hold such hearings, to require by subpena or otherwise 
the attendance and testimony of such witnesses and the production of such books, 
records, correspondence, memoranda, papers, and documents, and to utilize such 
employees and facilities of the Committee on the Judiciary and the Committee on 
Post Office and Civil Service, as it deems necessary. Subpenas may be issued 
under the signature of the chairman of the select committee or any member of 
the select committee designated by him, and may be served by any person desig- 
nated by such chairman or member. 


House Resolution 692, Eighty-Second Congress, second session, 
approved July 2, 1952, reads: 

Resolved, That the expenses of conducting the studies and investigations 
authorized by House Resolution 596, Eighty-Second Congress, incurred by the 
Select Committee on the Study of Current Pornographic Materials, acting as a 
whole or by subcommittee, not to exceed $25,000, including expenditures for the 
employment of such experts, clerical, stenographic, special counsel, and other 
assistants, shall be paid out of the contingent fund of the House on youchers 
authorized by such committee, signed by the chairman of such committee and 
approved by the Committee on House Administration. 

The committee thereupon appointed a staff, consisting of counsel, 
assistant counsel, investigators, editorial, stenographic, “and cleri cal 
assistants, which entered upon its prescribed duties on July 2, 1952. 
The committee gave prompt public notice of its creation, its purposes 
and duties, and that it was open to receive complaints and other infor- 
mation within the scope of the responsibility and authority reposed 
in it by the House of Representatives. 
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Incident to its investigation of the facts concerning the extent to 
which pornographic material is being disseminated throughout the 
United States and its possessions, the committee enlisted the assistance 
of the Department of Justice, the Post Office Department, the Library 
of Congress, the police departments of many cities, the attorneys gen- 
eral of the 48 States and Alaska, Guam, Hawaii, Puerto Rico, and the 
Virgin Islands. Also contacted were numerous representatives of 
religious and civic groups, including parent-teachers associations, as 
well as book publishers themselves and their distributors and, finally 
independent retail booksellers. The committee is appreciative also of 
the many communications received from private citizens expressing 
approval and offering assistance. 

hiss of the most offensive infractions of the moral code were found 
to be contained in the low-cost, paper-bound publications known as 
“nocket-size books”; in so-called “cheesecake” or “girlie” magazines; 
and in the flagrantly misnamed “comics.” 

Just as it is axiomatic that an indictment cannot be drawn against 
a whole people, so likewise it would be unfair even to imply that all 
pocket-size books are evil and their creators reprehensible. comm in 
a few instances, the production of pocket-size paper-bound books forms 
but a part of the whole output of publishers whose other departments 
are frequently engaged in issuing meritorious works of science and 
literature. 

The activities of the committee were concerned only with those pub- 
lishing houses a portion of whose product is promotive of obscenity, 
immorality, and other matter of an offensive nature. 

Magazines were singled out only when their literary or photographic 
content was believed to be subversive of morals, allegiance, or faith; 
and comics only when their content was believed to exercise a de- 
basing and degrading influence on susceptible youth. 

Perhaps the greatest impediments to the prompt and effective en- 
forcement of existing laws intended to control pornographic material 
are difficulty of establishing a precise interpretation of the word 
“obscene” and its synonyms and near-synonyms, and the variant and 
often contradictory judgments that have been rendered in high 
courts of law, both here and abroad. 

Pornography is big business. The extent to which the profit motive 
has brushed aside all generally accepted standards of decency and 
good taste and substituted inferior moral standards, has become not 
only a national disgrace but a menace to our civic welfare as well. 
Parents who would not tolerate salacious conversation in their homes 
apparently do not object to, or are unaware of, the presence of de- 
grading types of books and magazines devoted to the same topics, 
whose principal appeal is to the salacious-minded. 

In addition to their other vices, so-called “comics” for children are 
build-ups for later sales to adults of low ethical standards. Much of 
the modern output of such juvenile fiction does not teach children to 
think straight. Cartoon-comic books, a degenerate outgrowth of long- 
established newspaper comic strips, were “bootlegged” when they first 
made their appearance but are now flaunted openly in public markets. 
Men who certainly ought to know, former Warden Lewis Lawes of 
Sing Sing Prison, J. Edgar Hoover, Director of the FBI. and Judge 
James V. Mulholland, of the New York City Domestic Relations and 
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Children’s Courts, agree that they have a definite influence upon the 
motivations of youthful offenders. 

What are known in the trade as “art” or “science” magazines are 
often pseudo art and science publications promoted by charlatans. 
They should not be confused with legitimate books containing charts 
and pictures designed to aid sincere students of the arts and sciences. 
Many go far beyond the bounds of decency in text, illustrations, and 
advertisements. They are the products of commercial exploitation, 
devoid of literary merit, and worthless as art or science. 

The so-called pocket-size books, which originally started out as cheap 
reprints of standard works, have largely degenerated into media for 
the dissemination of artful appeals to sensuality, immorality, filth, 
perversion, and degeneracy. The exaltation of passion above principle 
and the identification of lust with love are so prevalent that the casual 
reader of such “literature” might easily conclude that all married 
persons are habitually adulterous and all teen-agers completely devoid 
of any sex inhibitions. 

Wishful thinking, noble emotions, righteous indignation will never 
check the resourceful public enemies, parasites on the free- press privi- 
lege, who thrive on the profits derived from the exploitation of current 
pornographic materials. Nothing will be gained by prosecuting a few 
isolated cases. 

Civil and religious organizations throughout the land are in essen- 
tial agreement that the same concerted action should be taken against 
moral filth as would be taken against material filth. Such action, 
in the committee’s opinion, would constitute the greatest potentiality 
for good in this particular field, since it stands to reason that no per- 
son or group of persons would continue to publish anything for which 
there is no market. 


BOOKS 


Production and distribution of paper-bound books at popular prices 
is not a recent development in the publishing industry. As far back 
as 1790, European book manufacturers are known to have experi- 
mented along such lines and their American counterparts very 
promptly seized upon and proceeded to expand the idea. The earliest 
issues, designed as they were primarily for the diffusion of knowledge, 
were a far cry from what has now come to be known as pocket-size 
books. The high ethical standards claimed for the paper-bound pro- 
totypes have long since been largely abandoned by some publishers, 
particularly those who have gone in heavily for writings of a salacious 
nature. 

Some of the publishers of sex stories found that by encompassing 
their filth, or near filth, behind the most lurid and daring illustra- 
tions of voluptuous young women on the covers, book sales increased 
substantially. In some cases the outside covers are more salaciously 
suggestive than the reading matter inside. 

That this practice is frowned upon by the better element in the 
publishing industry is attested by the following excerpt from an ad- 
dress delivered November 1 , 1952, in the New York Public Library 
by the executive vice aes of one of the foremost producers of 
pocket-size books: 


The most persistent complaints about paper-bound books concern their covers. 
A great many people think the covers on many paper-bound books are too sensa- 
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tional, or in shockingly bad taste, or that they actually misrepresent the contents. 
These complaints are against both art work and copy and there is no denying 
their validity in a number of instances. Some houses are far more given to 


these practices than others, but no paper-bound publisher can honestly claim 
never to have offended in some respect. * * * 


* * * They must make their appeal to the public almost solely by their 
covers and they must make that appeal against the competition of magazine 
covers and magazine-selling copy. As a result, many paper-bound publishers are 
using art work and copy designed for “‘shock”’ effect, something to stop the tran- 
sient potential customer in his tracks. * * * 


* * * In my opinion, much that is being done now is not only bad taste 
but also bad business judgment. I believe that many possible book readers are 
turned against paper-bound books because they are offended by their appearance. 
The rapid and dangerous growth of book censorship is one simple proof of this 
point. I further believe that some of the apparent success of these cover tech- 
niques is false since it does not take into account a very real danger of a public 
revulsion which could bring about a general bankruptcy. I hope that paper-bound 
book publishing will quickly outgrow these unpleasant symptoms of a brash 
adolescence. 

More publishers began to infiltrate their lines with pornographic 
literature, gradually becoming more extended until this type of writ- 
ing has now v reached a st age W here it has become a serious menace to the 
social structure of the Nation. 

Dr. James R. Angell, president of Yale University, commenting on 
the quality of literature in the United States today, has said: 

Far more serious is the flood of corruption, which has flowed from the porno- 
graphic press in the last 5 years. Often under transparent and nauseous pre- 
tense of promoting art, or of forwarding physical education, or disclosing essential 
truth, suggestive and demoralizing matter has been circulated far and wide. 

One phase of this condition of affairs which should be considered 
in the most serious vein is its rapid growth in the last 15 years, pyra- 
miding with the passage of time until today pornographic writing is 
forcing decent literature from the newsstands. 

The “general business manager of one of the leading national maga- 
zines, interviewed by a committee staff member, expressed a desire to 
cooperate with the committee in every way possible. His publication, 
he said, was very much concerned with the “terrific overcrowding of 
the newsstands with books containing salacious material.” It has be- 
come a “serious economic neg ll ‘for the legitimate publishers, he 
declared. But more important, he emphasized, is the fact that this 
growing increase in publication of pornographic books is contrary to 
the public interest. 

He advocated that public opinion making its wishes felt through 
direct action in local communities was the best method of epee 
salacious literature. For instance, boycott of a dealer by civic an 
religious groups has already proved effective in many instances. Also, 
he : added, such organizations could exert sufficient ‘influence to cause 
the reading public to exercise more discrimination in its purchase of 
books. 

One critic, Joseph Collins, who combines popularity with erudition 
in his book, The Doctor Looks at Literature, thus characterizes a book 
by a much-discussed modern author: 

A large portion of the book is, in my judgment, obscene, deliberately, studiously, 
incessantly obscene * * * (p. 278). 

This graphically describes statements contained in numerous ob- 
scene publications displayed openly on newsstands throughout the 
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country. Indisputably, books and magazines in which such statements 
appear cannot be placed in the category of the classics. 

Obscenity like everything else has its gradations, its intensities, and 
its variations, and it is that very elasticity of expression which makes 
it so difficult for the courts to render all-embr acing decisions. 

Judges disagree with judges and juries with juries; decisions are 
reversed so that what was criminal yesterd: ly may be legal today, and 
what is legal in New York may be cr riminal in Boston. 

Congress has already given considerable attention to the elimina- 
tion of this evil, and has passed some stringent laws. For instance, 
the penalty for aepnr DS obscene literature into this country is a 
fine of not more than $5,000, or imprisonment for not more than 5 
years, or both (18 U. S. C., sec. 1462). The penalty for sending such 
literature through the mails is the same (18 U.S. C., sec. 1461). Fur- 
thermore, any official who aids or abets in the violation of any of these 
laws dealing with obscene material is subject to the sanction provided 
in United States Code, title 18, section 552, namely, a fine of $5,000 
or 10 years in the penitentiary, or both. 

There is, of course, the apprehension of censorship that is always 
resent whenever anything in the nature of criticism of literature 
1appens to become one of the factors in an inquiry, be it legislative or 
otherwise, but particularly when that subject is considered by the 
Congress of the United States. 

Censorship definitely is not a practicable or adequate answer to prob- 
lems in the field of obscenity for countless reasons, prominent among 
which is the danger of inter ference with freedom of the press ; another, 
because obscenity is too intangible, subject to too variant interpreta- 
tions and too difficult to pin down ex xactly. There are other means of 
handling this problem th an by the ban of the censor, means which 
‘an be applied without danger of infringing on the freedom of the 
press and without calling undue attention to the indecent nature of 
the literature in question. 

Literary fashions in speech change from time to time. In Shake- 
speare’s day great plainness and coarseness of speech was prevalent. 
The ascendancy of Puritanism in England promoted a pious reserve in 
language as in conduct. The Restoration tended to reinstate a licen- 
tious diction. The Victorian era was a time of liter rary restraint. 
Two world wars have certainly impaired social morality, and this con- 
dition was quick to be reflected in literature. It may be that the 
time has come for the pendulum to swing back again toward decenc y,a 
consummation devoutly to be wished, particularly i in view of the in- 
dustrial potentiality of the modern press and its consequent prolific 
output of pornogr aphic literature, especially in pocket-size books. 

Lack of legislation i is not nearly as repsonsible for existing condi- 
tions as failure to enforce the laws now on the books, particularly 
State laws which exist in every State except New Mexico, and ordi- 
nances which have been passed in practically every community of im- 
pe in the United States. Toa large degree these difficulties have 

een due to apathy; but it should be rec cognized that in addition they 
are often caused by sincere differences of opinion as to what should be 
considered criminal under the law. “Obscene,” as defined by Judge 
Woolsey in his decision, aflirmed later by the appellate court, Judge 
Hand presiding, and universally cited, in the case of United States v. 
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One Book Called “Ulysses” (1933) (5 F. Supp. 182; confirmed 72 F. 
2d 705) is: 

* * * tending to stir the sex impulses or to lead to sexually impure and 
lustful thoughts * * * whether a particular book would tend to excite such 
impulses and thoughts must be tested by the court’s opinion as to its effect on a 
person with average sex instincts * * * 

This was an action for the forfeiture of the book Ulysses brought 
under the section of the Tariff Act prohibiting the importation of 
obscene books. It held with reference to alleged obscene books that 
in determining whether or not a particular book is obscene, the yard- 
stick is that the pertinent theme is controlling and that if the obscene 
contents are only for the purpose of delineating character, it will not 
necessarily cause the book to be held obscene, particularly if otherwise 
the literary quality is such as to place it in an acceptable category. It 
is as elastic as rubber in its interpretative susceptibility and supplies 
the purveyors of obscenity with an excuse regardless of what is the 
degree of obscenity involved and requires each and every book to be 
judged separately, an almost impossible task. 

Thus a long-existing principle of law dealing directly with obscenity 
in literature yielded in a revolutionary degree to adjust judicial de- 
cisions to the mores of the time. The judicial viewpoint on the sub- 
ject of obscenity in literature today, establishing a new legal philoso- 
phy in that field but one so elastic that it serves as the basis for ex- 
cuse to print and circulate the filthiest most obscene literature with- 
out concurrent literary value to support it, ever known in history. 
Referred to constantly by every publisher of obscene literature when- 
ever approached on the subject, a layman finds it difficult to success- 
fully counter the argument of the publishers citing the Ulysses case. 

Among cases frequently cited by publishers as a contributing sup- 
port for participating in the extensive publication of pocket-size books, 
particularly of the type in question, is Commonwealth v. Gordon et al. 
(66 District Court, Philadelphia). 

It involved allegations of obscenity as to nine books, among them 
one referred to in the committee hearings, December 5, entitled, “God’s 
Little Acre,” by Erskine Caldwell. All nine books were held not 
obscene. 

Judge Curtis Bok presided and rendered an opinion which is out- 
standing from the viewpoint of erudition, philosophy, and history, 
with discussions of the cases cited from Regina v. Hicklin (3 Queens 
Bench 260 (1868) ) to the Ulysses decision referred to, Judge Bok hold- 
ing as not obscene all nine books. To express it negatively, certainly 
such a decision contributed nothing whatsoever toward the reduction 
of the steadily increasing publication and to the sales of pocket-size 
books of the category of those cited by the committee in its hearings 
as objectionable because of obscenity and from which quotations were 
made a part of the record. 

So important and far reaching is such a decision affecting all the 
elements of our social structure, sanctioning by negative action the flow 
of salacious, scatological, and suggestive literature, reaching the de- 
gree of mass media, that it invites inquiry with reference to the back- 
ground of the case. 

Judge Curtis Bok is a grandson of Cyrus H. K. Curtis, founder of 
the Curtis Publishing Co., and Judge Bok’s mother, Mary Louise 
Curtis, married Edward Bok, Judge Curtis Bok being their son. Cary 
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W. Bok, brother of Judge Curtis Bok, is vice president and director of 
the Curtis Publishing Co. Judge Curtis Bok’s mother, who is now 
Mrs. Efrem Zimbalist, is a member of the board of directors of the 
Curtis Publishing Co. Bantam Books, Inc., is a publishing company 
and one of the largest producers of pocket-size books of the type of 
those referred to in the committee hearings. Curtis Publishing Co. 
owns 4214 percent of the stock of Bantam Books, Inc. 

It should definitely not be assumed that any question whatever has 
arisen in the course of the committee’s inquiry or drawn from the fact 
of Judge Bok’s relationship to those associated with the Curtis Pub- 
lishing Co. which reflects in any way whatever upon Judge Curtis 
Bok’s honesty or integrity as a judge. It is, however, reasonably pos- 
sible that having been associated so closely with the publishing busi- 
ness that he became inherently imbued with a liberal conception of the 
tradition founded upon the constitutional provision guaranteeing the 
freedom of the press. 

It is here of pertinent interest to consider decisions which were 
rendered in several other jurisdictions subsequent to Commonwealth v. 
Gordon involving the charge of obscenity in literature, which cases, 
incidentally, are never referred to by publishers of pocket-size books 
of the type in question. 


Attorney General v.“God’s Little Acre,” Supreme Judicial Court of 
Massachusetts, 326 Mass. 281. 


SpAtpin@, J. The Attorney General under the provisions of G. L. (Ter. Ed.) 
ce. 272, Sections 28C—28G, as inserted by St. 1945, c. 278, Section 1, seeks by this 
petition to have the novel “God's Little Acre” by Erskine Caldwell adjudicated 
obscene, indecent, or impure. * * * 

The tests to be applied in determining whether a book is obscene, indecent, or 
impure are fully set forth in the recent case of Commonwealth v. Isenstadt, 318 
Mass. 543. They were quoted with approval and applied in Aftorney General v. 
“Forever Amber” (323 Mass. 302). They need not be restated. Comprehensive 
and complete as are these tests, their application in a given case is by no means 
easy. Indeed it is not indulging in hyperbole to say that no more difficult or 
delicate task confronts a court than that arising out of the interpretation and 
application of statutes of this sort. On the one hand, an interpretation ought 
not to be given to the statute in question which would trim down the funda- 
mental right of the public to read “to the point where a few prurient persons 
can find nothing upon which their hypersensitive imaginations may dwell” 
(Commonwealth v. Isenstadt, 318 Mass. 548, 551-552). On the other hand, care 
must be taken that it be not construed in such a way as to render it incapable 
of accomplishing the objects intended by the Legislature. 

We turn to the story itself. It has to do with life of a poor white farmer 
and his family on a run down farm in Georgia. The father, Ty Ty Walden, is 
a pathetic figure with the mentality of a moron. Believing that there is gold 
on his land, he and two of his sons dig for it incessantly, leaving the raising 
of cotton to two colored share croppers. Ty Ty, who is pious, dedicates one 
acre of his land to God and intends to turn over the proceeds of that acre to the 
church. But he is so busy digging for gold that he never gets around to raising 
anything on it, and he relocates it from time to time to meet the exigencies of 
his digging. Ty Ty’s sons, daughters, and daughter-in-law become involved in 
numerous sexual affairs. These lead to quarrels among the brothers, and as 
the story closes one brother kills another and departs with his shot gun, pre- 
sumably to kill himself. Ty Ty, who had always tried to keep peace in the 
family, in despair resumes his digging for gold. 

Viewing the book as a whole we find ourselves unable to agree with the con- 
clusion of the trial judge that the book was not obscene, indecent, or impure 
as those words have been defined in our decisions. The book abounds in sexual 
episodes and some are portrayed with an abundance of realistic detail. In 
some instances the author’s treatment of sexual relations descends to outright 
pornography. Nothing would be gained by spreading these portions of the book 
on the pages of this opinion. 








Ss PORNOGRAPHIC MATERIALS 


* * * Tn the Isenstadt case (Commonwealth v. Isenstadt, 318 Mass. 543) 
we recognized that sincerity of purpose and literary merit were not to be entirely 
ignored and could “be considered insofar as they bear upon the question whether 
the book, considered as a whole, is or is not obscene, indecent, or impure.’ But 
as we said in that case, “In dealing with such a practical matter as the enforce- 
ment of the statute here involved there is no room for the pleasing fancy that 
sincerity and art necessarily dispel obscenity. * * * Sincerity and art can 
flourish without pornography, and seldom, if ever, will obscenity be needed to 
carry the lesson.” 

Our attention has been directed to two decisions in other jurisdictions in which 
the book in question has been held not to be obscene under statutes somewhat 
similar to ours. One of them (People v. Viking Press, Inc., 147 Mise. (N. Y.) 818) 
is an — by a city magistrate. The other case (Commonwealth v. Gordon. 
66 Pa. D. & C. 101) was decided by a court of first instance in Pennsylvania and 
was sibbeaas by the Superior Court on appeal in a per curiam decision, 165 Pa. 
Super. Ct. 120. A discussion of these decisions would not be profitable. It is 
enough for present purposes to say that the interpretations placed on the statutes 
there involved differ materially from that which this court has placed on our 
statute. 

The contention that a decree adjudicating the book as obscene, indecent, or 
impure would be an abridgment of the rights of freedom of the press guaranteed 
by the Fourteenth Amendment to the Constitution of the United States requires 
no discussion. A similar contention was made without success in Commonwealth 
v. Isenstadt (318 Mass. 5438, 557-558). What was said there is applicable here. 

It follows that the decree below is reversed and a new decree is to be entered 
adjudicating that the book in question is obscene, indecent, and impure. 


United States v. Two Obscene Books (U.S. District Court for the 
Northern District of California, Southern Division, 1950), involved an 
action by the United States against two obscene books and Judge 
Goodman in rendering his opinion denying a motion for a commission 
to take the depositions, on written interrogatories, of 19 persons 
alleged to be experts in the field of literary criticism said: 


There is no direct authority for the proposition asserted by claimant that the 
estimates or criticism of so-called literary experts are relevant in a proceeding 
under 19 U. S. C. A., See. 1305. True, there is reference in United States v. One 
Book Called “Ulysses,” supra, and in United States vy. Levine (2 Cir., 83 F. 2d 
156), to evidence of the opinions of qualified critics. These statements, however, 
were purely dicta, as in both cases all that was ever submitted to the lower 
court or before the higher court were the books themselves. 

Obscenity is a question of fact which can be determined by the court or the jury 
by reading the books. Salacious or filthy literature or pictures cannot become 
clean and wholesome upon the mere statement of some alleged or so-called critic. 

In my opinion, the issuance of a commission or the taking of the depositions of 
the 19 persons named in claimant’s motion is unnecessary and unwarranted. 
Such testimony as might thereby be elicited is wholly irrelevant and immaterial. 

Iam ata loss to perceive what could prompt the representative of the American 
Civil Liberties Union to urge the court to permit the introduction into this 
country of books of this kind. “Civil liberties” and “freedom of speech” are 
certainly not Synonymous with license and obscenity. 

The motion of the claimant to take depositions is denied. 


Later, when this case came up for a final hearing relative to the ques- 
tion of obscenity, Judge Goodman in his opinion on the issue of 


obscenity of the ‘books by the court, cited in part, a jury trial having 
been waived: 


There has been a tendency, as indicated in the decisions of the Court of Ap 
peals of the 2nd Circuit and the District of Columbia to “liberalize” the defini- 
tion of obscenity as it has come to us from the English Courts— 
citing among other cases U7. S. v. One Book Called “Ulysses.” Re- 
ferring to obscene passages in the books, Judge Goodman continued: 


They are sought to be justified by the claim that the books as a whole have an 
artistic pattern, and to which the obscene and scatological portions fit as a part 
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of a whole literary mosaic. But I must conclude that this is mere sophistry. 
The filthy scatological portions are written in a bluntly different and distinet 
style from the pretentious metaphysical reflective manner of writing otherwise. 
Thus the conclusion is justified that either the alleged literary ability of the 
author deserted him or that he had his eye on “the box office.” 

It may be that the modern trend towards frankness in sexual matters has 
influenced the viewpoint of claimant and the critics who espouse the cause of 
Miller. Certainly, the theatre, the moving pictures, other similar media, and 
Mr. Kinsey may have affected our attitude as to such matters. It is sufficient 
to say, however, that the many obscene passages in the books have such an evil 
stench that to include them here in footnotes would make this opinion porno- 
graphic. * * * If this be importable literature, then the dignity of the 
human person and the stability of the family unit, which are the cornerstones of 
our system of society, are lost to us. 

Our circuit has approved the simple standard that obscenity has “the mean- 
ing of that which is offensive to chastity and modesty. * * * that form of in- 
decency which is calculated to promote the general corruption of morals. The 
true test * * * is whether its language has a tendency to deprave or corrupt 
the morals of those whose minds are open to such influences and into whose 
hands it may fall by allowing or implanting in such minds obscene, lewd, or 
lascivious thoughts or desires.” Cases are here cited. 


Judge Goodman held these books obscene and continued : 


It is contended by claimant that “Tropic of Capricorn” must be treated differ- 
ently because it “has considerably less both of sexual episodes and of vernacular 
expletives with sexual references.” These episodes or passages are stated to 
constitute about 15 percent of the total number of pages in the book. This, it is 
asserted, is an insufficient quantity upon which to base a finding of obscenity. 
The Court must reject any such quantitative test. It is akin to the excuse of Mid- 
shipman Easy’s servant-girl that her illegitimate child was “such a little one.” 

Counsel will present finding and decree in accordance with the views here 
expressed. 


Being asked whether he thought that juveniles should read such 
books as were in question, Mr. John O’Connor replied emphatically, 
referring to the books at that time in evidence, that he would not want 
his daughter to read them. It took considerable moral courage to say 
so since he is one of the outstanding figures in the publications in- 
dustry, especially in the field of paper- -bound pocket-size books, being 
chairman of the board of Bantam Books, Inc., publishers of the books 
before him. 

It is greatly to be desired that other publishers of similar books in 
the pocket-size category might be sufficiently impressed with the views 
of Mr. O’Connor to y apply the same standards in evalu: iting their own 
products. ‘The results might well be the elimination of accessibility 
of such books to juveniles throughout the Nation. 

Representative St. George said, pertinent to this: 

I can remember very well that 10 years ago so-called smutty literature was 
unkown in this country. It was so unknown that I personally, when I was 
appointed to this committee, thought we were chasing something that was rather 
absurd because there wis so little of it, that it would not amount to anything. 

Now the thing that has appalled me is that this stuff is very big business, 
that it is going out in millions, and that, as I see the picture, it hus changed 


the mores and the morals of the country because, after all, people can be judged 
by what they read. 

I was always under the very happy impression that Americans did not read 
this kind of literature, but they appare ntly do, judging by the money that is taken 
in by great publishing houses, and also by the quantity of this stuff that comes 
out, and I think it is unfortunate that they are reading so much of this. 

Now, my opinion may be one, and yours another, and I olan yours, and I 
hope you respect mine, but I think there are a great many people in this 
country, especially women and mothers of young children, and the adolescent 
group, who are going to take a very strong stand, and maybe a very biased 


26933—53——_2 








10 PORNOGRAPHIC MATERIALS 


stand—I am willing to concede that—but you are going to find that they will be 
heard from, and then the country will go to the other extreme, and you will 
not be able to publish or to read or to circulate a lot of very valuable literature, 
That is what I am afraid of, and that is why I would like to see people like 
yourself who, after all, do control a very big and a very important publishing 
house, just go into it yourself and cut down a little bit on this stuff. 

You do not have to cut down very much. Your proportion is small, I grant 
you that, very small, and what you are publishing has already been published by 
very good publishing houses, all the names that have been read off this 
morning, being names that certainly are good, Random House, Knopf, Viking, 
ete.; we know them all, but I do think that unless the industry is willing to 
cooperate in this, the industry is going to be the sufferer. 

You know when liberty degenerates to license, 1 do not care where it is, the 
end is the police state or the policing of an industry, or the policing of thought, 
and we certainly do not want to see that in this country. 

Mr. O'Connor. I agree with you entirely, Mrs. St. George. 

Mrs. St. Greorce. I am glad to hear that because that is the thing I hope 
we are going to produce from these hearings. 

I do not think we want to go out and do anything drastic or to curtail thought 
or to curtail writing. Steinbeck is a great author, I realize that; Faulkner is 
a great author; in fact, he is one of the few Americans who have won the Nobel 
prize. 

There is a lot of his writing that I certainly would not like to put around my 
nursery, but, after all, we do not want to see the day come in this country where 
it would be impossible for those men to have their books published. 

On the other hand, when you say an author has a right to have his book 
published, you know very well, being in the publishing business, that the pub- 
lisher controls what is published, and you know that there are many, many 
authors who have tried and tried to have things published—maybe they weren’t 
worth publishing, but you cannot say that an author, because he wants to have a 
book published can get it published, because that is certainly not true. 


Incident to Mr. O’Connor’s testimony, it should be pointed out that 
the Superior Court of the Commonwealth of Massachusetts, in the 
case, Attorney General v. The Book Named “God’s Little Acre” (326 
Mass. 281), among other things said: “The book abounds in sexual 
episodes and some are portray ed with an abundance of realistic detail. 
In some instances the author’s treatment of sexual relations descends 
to outright pornography.” 

The court cited with approval Commonwealth v. Isenstadt (318 
Mass. 543), at pages 558-559, and relying on that case said: “But as 
we said in that case, ‘In dealing with such a practical matter as the 
enforcement of the statute here involved there is no room for the pleas- 
ing fancy that sincerity and art necessarily dispel obscenity * * *. 
Sincerity and art can flourish without pornography, and seldom, if 
ever, will obscenity be needed to carry the lesson.’ ” 

The court went on to point out: “Our attention has been directed 
to two decisions in other jurisdictions in which the book in question 
has been held not to be aaten under statutes somewhat similar to 
ours. One of them (People v. Viking Press, Inc., 147 Misc. [N. Y.] 
813) is an opinion by a city magistrate. The other case (Common- 
wealth v. Gordon, 66 Pa. D. & C. 101 er was decided by a court of first 
instance in Pennsylvania and was affirmed by the superior court on 
appeal in a per curiam decision (166 Pa. Super. Ct. 120). A discus- 
sion of these decisions would not be profitable. It is enough for the 
present purposes to say that the interpretations placed on the statutes 
there involved differ materially from that which this court has placed 
on our statute.” 

“The contention that a decree adjudicating the book as obscene, 
indecent, or impure would be an abridgment “of the freedom of the 





PORNOGRAPHIC MATERIALS 11 


press guaranteed by the fourteenth amendment to the Constitution 
of the United States requires no discussion. A similar contention 
was made without success in Commonwealth v. Isenstadt (318 Mass. 
543, 557-558). What was said there is applicable here.” 

The court in conclusion said: “It follows that the decree below is 
reversed and a new decree is to be entered adjudicating that the book 
in question is obscene, indecent, and impure.” 

“So ordered.” 

In this connection, the Supreme Judicial Court of the Common- 
wealth of Massachusetts, in its discussion of the book Strange Fruit, 
declared in Commonwealth v. Isenstadt (318 Mass. 5438, 556, 557) : 

Regarding the book as a whole, it is our opinion that a jury of honest and 
reasonable men could find beyond a reasonable doubt that it contains much that, 
even in this post-Victorian era, would tend to promote lascivious thoughts and to 
arouse lustful desire in the minds of substantial numbers of that public into 
whose hands this book, obviously intended for general sale, is likely to fall; 
that the matter which could be found objectionable is not necessary to convey 
any sincere message the book may contain and is of such character and so 
pervades the work as to give to the whole a sensual and licentious quality 
calculated to produce the harm which the statute was intended to prevent; 
and that that quality could be found to persist notwithstanding any literary 
or artistic merit. We are therefore of opinion that the book could be found to 
be obscene, indecent, and impure within the meaning of the statute. 


Only those standards of literature prevailing at this present time are 
receiving the attention of the committee. Its position on this point 
was well expressed in the language of the court in the case of Common- 
wealth v. De Lacey (271 Mass. 327) in which the book Lady Chatter- 
ley’s Lover was involved and concerning which the court said at page 
329: 


The defendant concedes in his brief that whatever the standards of literature 
may have been in the past or whatever may be the standards in the future “it 
is clear that according to present standards the book is not fit for publication or 
circulation.” (Commonwealth v. Buckley (200 Mass. 346); Commonwealth v. 
Allison, 227 Mass. 57, 61, 62). On this subject, the conclusion of fact we have 
reached upon a full reading of this book is in accordance with that of the trial 
judge, which he formulates as follows: “the book, viewed as a whole, having 
regarded to its significance as an entity, and not merely to certain particular 
parts of it viewed separately, is obscene, indecent, and impure, and mani- 
festly tends to corrupt the morals of youth.” 

It has been contended by witnesses that quotations which have been 
cited in the record should not be considered separately and that the 
text as an entirety should be used. 

It is perfectly true that quotations cited were taken out of context, 
but the books from which those quotations were taken were submitted 
in toto as exhibits and witnesses afforded an opportunity to point out 
to the committee, if possible, that the book in question contained as a 
whole sufficient literary value to support or justify the obscene content 
to thus accord with the principle of its Ulysses decision. 

Every case which has come before the courts, both Federal and State, 
deals necessarily with the alleged obscene contents of the book, and the 
courts base their opinions on whether the obscene content thereof is 
of such a nature as to make the book obscene based upon evaluation 
of the entire text. 

How is it possible, therefore, for a tribunal to properly determine 
the question without fully considering the particular parts of the book 
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in reaching a conclusion based upon the yardstick provided by the 
Ulysses decision ? 

It is quite impossible to reach a decision on obscenity without con- 
sidering the questioned parts as such and as related to the text as an 
entirety: and in so doing, the questioned parts must be taken out of 
context to evaluate them and that the committee has done. 

Quotations from numerous books which were among hundreds of 
volumes read in the course of committee research, have been selected 
on the basis of obscenity, violence, lust, use of narcotics, blasphemy, 
vulgarity, pornography, juvenile delinquency, sadism, masochism, 
perversion, homosexuality, lesbianism, murder, rape, and nympho- 
mania, or other objectionable features, and were entered in the record 
at the same time that the volume from which those quotations were 
taken was itself submitted as an exhibit. 

Quotations so selected are those considered to be unnecessarily ob- 
jectionable and of the character to cause the book in which they were 
found to be obscene within the meaning of numerous judicial decisions. 
To include these quotations herein would be to disseminate obscenity 
which would therefore result in making this report pornographic 
itself. 

No effort has been made to record how extensive has been the read- 
ing of literature during the course of the committee’s inquiry, but 
for the period of many months committee staff members and volun- 
teers have engaged in research which has produced what was sub- 
mitted at the committee hearings. 

Every traditional argument has been advanced by publishers, au- 
thors, agents, and others in discourse and in testimony at commit- 
tee hearings, as noted in the pages of this report : freedom of the press; 
censorship; public demand for the literature in question; attempts 
to compare the literature in question with the classics; excerpts taken 
out of context; Judicial decisions, particularly United States v. One 
Book Called “Ulysses.” and Commonwealth (Pa.) v. Gordon; failure 
to have testimony of literary critics; and some others. All these con- 
tentions have been discussed in this report. 

Douglas M. Black, president of the American Book Publishers 
Council, Inc., said in a statement submitted to the committee, subse- 
quent to the hearings: 

“The council strongly favors the enforcement of existing Federal and local 
laws,”’ which “adequately enforced are sufficient.” 

This seems to say in effect that if there is a law existing against the 
commission of a particular crime it is all right to commit the crime, 
if you can get away with it. Just because there exist State statutes and 
city ordinances which provide against the purveying of obscene litera- 
ture is no reason why publishers should use that argument as the basis 
or excuse for propagating obscene literature throughout this Nation 
and elsewhere. 

A practical solution consistent with adequate safeguards against 
possible violation of the constitutional rights of free speech is the 
aim of the committee and never has it entertained any thought of 
Federal censorship of the press. 
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LIBERTY VERSUS LICENSE 


Purveyors of pornographic books, pictures, and the like frequently 
attempt to justify their activities by citing the constitutional guar- 
anty of freedom of speech and of the press; but being gr: anted and 
guaranteed freedom by no means includes license. It is the attempted 
transformation of liberty into license for profit which is arousing 
the indignant public. 

The first amendment to the Federal Constitution was adopted 
only after long and acrimonious debate, and after many persons had 
suffered in their estate and their person, even to the extent of im- 
prisonment. Even as far back as 1789, the idea of granting unre- 
stricted liberty of speech and publication was a moot question of no 
mean pr oportions. 

The founding fathers evidently realized that what was meant to 
be liberty could readily be transmuted by unse rupulous persons into 
license; and judging by what is going on today in some segments 
of the saidiiiena industry, their fears were well grounded. 

The existence of libel laws is sufficient indication that there is no 
such thing as absolute freedom of speech and of the press. 

To quote Federal Judge Goodman again, “Civil liberties and free- 
dom of speech are certainly not synonymous with license and 
obscenity.” 

License has been authoritatively defined as freedom abused; the 
excess, or going beyond, of liberty. If today one wants to see ex- 
amples of freedom abused, he has but to study theater and motion- 
picture advertisements, and the books and magazines offered for pub- 
lic sale on newsstands everywhere. 


SOME DEFINITIONS 


(Literary as contrasted with judicial) 


The adjective “moral,” which means chaste, virtuous, right and 
proper, is derived from the Latin word “mores” which means fixed 
customs and folkways which in effect have the force of law. Thus, 
the determination of what is right or wrong depends to a certain 
degree upon time, place, and environment. 

There is no doubt that English lexicographers drew a distinct line 
between that which is right and that which is immoral (contrary to 
conscience of moral law), unmoral (having no moral perception), 
and amoral (outside the sphere in which moral distinctions apply) 
And there is little doubt that the educated public understood the 
distinction, just as the followers of Moses understood the Ten Com- 
mandments despite their lack of precision here and there. 

No criterion has ever been devised that would determine with 
mathematical exactitude whether any specific standard English word 
is, or is not, decent, chaste, pure, ethical, obscene, lewd, licentious, 
lascivious. Nevertheless, the average person of even moderate educa- 
tion experiences no difficulty in recognizing that the first four indi- 
cate moral qualities whereas the last four carry evil connotations. 

No modern lexicographer includes intent in his definitions, for the 
probable reason that he regarded any such elaboration unnecessary 
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for clarity. It is the injection of the element of intent in court 
decisions, however, that places law-enforcement agencies at a great 
disadvantage, especially because of the variant and contradictory 
nature of judicially established precedents. 


ART AND CLASSIC 


Panderers of pornographic writings and/or depictions have in- 
clination when subject to pressure to attempt to justify their com- 
mercial output by calling it “art.” That is indeed a clever ruse 
owing to the elastic nature of the word, especially in its modern (as 
well as ancient) application. 

A broad and understandable definition of the word “art” is “The 
embodiment of beautiful thought in sensuous form.” It should be 
observed that the word “sensuous” (meaning derived from all the 
senses) is used in this connection, not “sensual” (meaning carnal, 
lewd). Sensuous art is one thing, sensual art something quite dif- 
ferent. 

Use of the noun “classic” is another instance of frequent verbal 
misusage in order to divert attention from the main purpose, which 
may be and often is the promotion of pornographic writing. Only 
the most mercenary-minded swindler would think of applying the 
term “classic” to such an output. It is generally accepted that a 
classic is a standard work of art or literature of first rank or class, and 
of acknowledged excellence. 


POCKET-SIZE BOOKS 


Publishers of pocket-size paper-covered books were approached for 
official company sales figures for analysis, but because of the competi- 
tive nature of such figures, industry-wide data on copies sold was 
accepted before the hearings. It is known, however, that the figures 
are almost astronomical. One trustworthy source has placed the total 
1951 sales of such books at more than 230,000,000 copies. Another has 
estimated that the 1952 sales will reach 250,000,000 copies. 

Of the 1951 output, about 80 percent originated in seven publishing 
houses, all members of the American Book Publishers Council, Inc. 

Not only are some of these books filled with sordid, filthy statements 
based upon sexual deviations and perversions probably before unfa- 
miliar to the type of reader who now buys them, but in some instances 
they also go so far as to advocate polygamy. This is clearly demon- 
strated in the postscriptum to The Harem, by Louis Charles Royer, 
here quoted in its entirety: 

After I had finished writing this book, wherein at first I only intended to throw 
some light on the obscure sources of man’s passions and to show the inevitable 
triumph of the sexual instinct over all the unnatural laws, established customs 
and prejudices, varying codes of morality, and short-lived standards of conduct 
imposed by society, I noticed that it constituted a sort of apology for polygamy. 

This result—which I had not sought to attain—I now rejoice in. 

Along with numerous historians, sociologists, anthropologists, and medical 
men, such as Charles Letourneau, Louis Fiaux, Max Nordau, Morache, J. J. 
Virey, Gustave Le Bon; together with outstanding rulers, such as Francis I, 
Henry IV, Louis XIV and Napoleon; along with moralists, such as Montesquieu ; 
with philosophers such as Schopenhauer, and writers such as Colette, Paul 
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Reboux, Pierre Grasset, Victor Margueritte, Leon Blum, and so on, I am con- 
vinced that man is essentially polygamous. 

I am also convinced that a legal recognition of polygamy would be the most 
efficacious remedy against Europe’s anemia, bled white by the war, the slaughter 
of men. 

I should like to add that polygamy would not only allow the normal play of 
man’s instincts, but that it would also bring happiness—or at least one of its 
most important requisites—the gratification of the sexual instinct—to the women 
who, through monogamy, are condemned to involuntary chastity. According to 
official statistics, the number of women in France exceeds that of men by three 
millions—four marriageable young women for every man of an age to marry, 
according to Senator Hughes LeRoux—and for Europe the total of unemployed 
feminine hearts reaches 18 millions. 

I know the objection that is usually raised. Polygamy already exists in fact; 
most men, married or not, have mistresses. They do not need the judge’s per- 
mission in any case. 

Very well, let us admit that many women, obeying the goading sting of the 
flesh, cross the barrier of the law. Still, there are those, much more numerous 
than is commonly believed, who are held back by fear of gossip, the desire to 
remain decent, in the bourgeois sense of the word, by the fear of motherhood, 
and who, for one or the other or all of these reasons remain on the other side of 
the line. 

But even for those who have dared to defy convention, would not legalized 
polygamy be socially far more desirable, eliminating to a great extent murders, 
abortions, suicides, illegitimate children, and other evils—the consequences of 
the present laws? 

This is the question I put to the reader. 


Some books expatiate upon homosexuality. From the publisher’s 


remarks included in the flyleaf of this book the following excerpts 
speak for themselves: 


TWILIGHT MEN—THE Story oF A HOMOSEXUAL 


By Andre Tellier 
Lion Books, Ine. (Lion Book) 
HOMOSEXUALITY 
“IN SPITE OF EVERYTHING * * * THESE TWO MEN WERE LOVERS 


“They embraced. 

“We lie here like pagans, rejoicing in a love that has been practiced since the 
world began, but which is somehow struck off the white list of loves. 

“In his heart he felt justified by instinct, by the mystic drawing within him. 
It is love, he reflected, with the boy’s soft cheek pressing his own. 

“Men alone denied the holiness and saw shame and degradation in this one 
aspect of love—honor and nobility in another. In spite of this, the unknown 
law attracted and held and drew. They embraced. * * * 

“* * * The definitive novel on the homosexual male, a frank and honest 
account of the subject that had always before been spoken of in whispers or in 
medical case histories. Now you can read this shockingly real story that sold 
nearly a hundred thousand copies in the original, higher-priced edition.” 


A hard-cover book, She Made It Pay, by Les Scott (Arco Publish- 
ing Co.) contains descriptions of everything in the way of sexual inter- 
course, both normal and abnormal, in both the male and female. There 
is little that can be excerpted without quoting a sizable part of the 
book. The author has a gift for putting his pornography over by 
innuendo and double-entendre rather than by vulgar or obscene words. 

Other books extol by their approbatory language accounts of homo- 
sexuality, lesbianism, and other sexual aberrations. 
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Books which deal with various phases of these subjects, introduced 
into the record as evidence, include in addition to the foregoing: 
The Tormented 
Women’s Barracks 
Spring Fire 
Unmoral 
Forbidden 
Artists’ Model 
The Wayward Bus 

Other paper-bound books dwell at length on narcotics and in such 
a way as to present inducements for susceptible readers to become 
addicts out of sheer curiosity. As an example of how this subject is 
handled by current books, one need only read Marijuana Girl, by N. R. 
de Mexico (Universal Publishing & Distributing Corp.). A more 
appropriate title would be: “A Manual of Instructions for Potential 
Narcotic Addicts.” It even has a glossary of the jargon used by dope 
peddlers and their customers. The noble motives ascribed to the 
author on the back cover, and quoted below, are not manifest in the 
book he wrote. 

Quotes below are on the back cover of Marijuana Girl, the book in 
question : 

This extraordinarily valid book does more than reaffirm the reputation of the 
author as a literary stylist and a shrewd, blunt commentator on our social scene. 
It tells the real story behind the lurid newspaper headlines—the crime investi- 
gations—the reports, official and unofficial—all screaming of the spread of dope 
addiction among children today! 

Even the evil effects of drug addiction are made to appear not so 
very unattractive by artful manipulation of the imagination. While 
the analysis of this book has been directed chiefly to its narcotic phase, 
that should not be construed as implying that it is not replete with 
lewdness and vulgarity. 

Another book which may be considered another Manual for the 
Guidance of Potential Dope Addicts is Lady of the Evening, by Les 
Scott (Arco Publishing Co., Inc.) 

The author does mention some of the evils of drug addiction, but 
probably only as a screen to cover his emphasis of its delights. One 
chapter in particular, entitled “A Dream Sequence,” is certainly a 
glorification of ecstasies to be derived from marihuana cigarettes, 
espec ially for the beginner. 

There is also a chapter which describes “queer” life in Greenwich 
Village, with a pseudo-philosophical discussion of homosexuality, 
both male and female. The very first page of text presents the modern 
publisher’s credo: “Everything goes in print nowadays.” 

Publishers definitely are expert at innovations to stimulate sales, 
among which is the attempt to minimize sordidness in stories by seda- 
tives in the form of psychiatrists’ statements used as a foreword, an 
example of which is quoted. 


Tue TORMENTED 
By Theodore Pratt 
Foreword by Richard H. Hoffman, M. D., renowned New York psychiatrist 


This is an important book. It presents an authentic picture of nymphomania 
in a novel about a girl named Zona. It will be, no doubt, an enlightening, even 
educational experience for many to read this story of a girl who wanted to bea 
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moral person and a good wife, but who found herself chained by insatiable, 
never-ending desire. 

It is gratifying to me that the author has been able to present a true picture of 
nymphomania, and to do so with compassion and skill. Thus, while the story is 
clinically accurate, it is not burdened with scientific jargon, and is better for this 
simplicity. Certainly the wider the knowledge of man’s ills, whether they be of 
the mind or body, the greater the progress toward cure. 

A psychiatrist of great renown, position, and reputation, replying 
to a question in reference to this practice, particularly as to its express- 
ing the truth and as related to professional ethics, said : 

The passages from the book which you quote certainly indicate that it is far 
from being high literature or that it is written with the slightest touch of scientific 
purpose. 

* * * Tt seems to me that his contribution is a reflection on the many high- 
minded psychiatrists who are to be found in this country. 

The foregoing discussion on types of “literature” which abound 
today could readily be interpreted as a serious accusation; but exam- 
ination of the quotations from pocket-size books and the entire books 
submitted in the hearings will reveal that such books are published and 
distributed throughout ‘the Nation to be made accessible on newsstands 
to adults and juveniles alike. It presents a picture of demoralization 
for profit. 

PUBLISHERS 


It seems clear that publishers are responsible for the inception, 
preparation, distribution, and sale of pornographic literature, which 
now reaches an incredible volume and produces profits of such magni- 
tude as to encourage resistance on their part to all efforts leading to 
control by law. Any effort toward controlling this menace effectively 
must begin at the source, which is the publisher, and this is emphasized 
by the results of inquiries which the committee has conducted. 

Most of the publishers engaged in this sordid competition operate 
in the field of cheap prints selling from 10 to 75 cents. They create, 
sponsor, and finance them with all energies bent upon enlarging the 
demand for such literature by constantly increasing the degree of 
daring in detailing emotional descriptions of sex relations, apparently 
a favorite topic among those for whom an appetite for such books is 
innate or has been created. It would be paradoxical to state that if 
such books were not in existence this moral stigma would thereby be 
eliminated; but the idea in making such a statement is to point out 
that the source of this pornographic stream is the publishing house and 
while the distributor, the wholesaler, and the retailer all participate as 
purveyors, it is the publisher who is primarily responsible, since he is 
the architect and creator without whom the chain of distribution 
could not function. 

It follows logically that any effort by Congress looking toward 
eliminating the stream of sordid literature, or at least reducing the 
scope of its coverage and degree of pornography, should be directed 
toward the publishers thereof, either from the angle of statutory pro- 
visions or through self-imposed control if such is possible. 

Intent is a definite factor deserv ing of very serious thought in con- 
sidering the various phases of the publishing industry, particularly 
that faction responsible for the stream of en aphic literature 
which is flooding newsstands all over the Nation. As has already 
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been indicated in this report, publishers whose activities in the in- 
creasing field of pornographic literature very clearly include the part 
of the stimulator of an appetite for such literature, and then profit 
excessively by sales of the products artfully designed to satisfy that 
appetite. 

t is quite natural that such a conclusion should be resented and 
rebutted to the maximum extent of the publisher’s ability; but there 
is nothing more convincing than evidence in committee files in the 
form of quotations from pocket-size and other books under scrutiny. 


PUBLISHING COMPANIES 


According to an article by Ian Ballantine, former president of Ban- 
tam Books, Ine. ., and a recognized statistical authority in the book 
trade, which appeared in the January 19, 1952, issue of Publishers’ 
W eekly (pp. 195-197), the number of copies of paper-bound books, 
largely reprints, sold in 1950 and 1951 by categories are: 


1950 | 1951 





| Number of | Percent of | Number of | Percent of 








copies total copies total 
Millions Millions 
PR Es et be nw Laeedaenodes 56 26. 2 62 26. 8 
a a 38 17.7 35 15, 2 
ED sic tell Vusenbekcts chbak Le badeckbenk 85 39.7 108 46.6 
ON aril at emetic tata diaaee 13 6.1 9 3.9 
Miscellaneous... au abhi Sa Geant eannae 22 10.3 17 7.5 
BE cditcitcininmasicablle sliced Siiialiteeied 214 100.0 231 100.0 


Figures set forth above deal with the number of copies of books. 
The number of “titles” (trade name for each complete edition of a 
book) published in inexpensive paper-bound form has been calculated 
by Mr. Ballantine as 940 for 1950 and 972 for 1951, an increase of 3.4 
percent. 

For peepee of comparison, it should be mentioned that more than 
31% billion copies of periodicals and magazines of various types are 
distributed annually in the United States. 

There are many companies engaged in publishing books known as 
“pocket-size books,” a designation which ce been generally adopted 
to avoid use of the term “pocket book” to describe such oe Pocket 
Books being a registered trade name owned by Pocket Books, Inc., a 
Marshall Field enterprise. 

It has been ascertained, however, that, of all books properly alloca- 
ble to the category of pocket-size, approximately 80 percent of the 
total in the United States is produced by seven companies, their names 
being— 


COMPANY AND OFFICERS AND STOCKHOLDERS 


Avon Publishing Co., Inc., 575 Madison Avenue, New York 22, N. Y.: 
President: Joseph Meyers 
Vice president and general manager, Maurice Diamond 
Stockholders: Joseph Meyers, Maurice Diamond, Harry Rebell. 
Bantam Books, Inc., 25 West Forty-fifth Street, New York 36, N. Y.: 
Chairman of board: John O’Connor 
Vice president and editor: Walter Pitkin, Jr. 
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Stockholders: Grosset & Dunlap, Inc., Grosset & Dunlap, Inc., trustee; Curtis 
Publishing Co., Walter Pitkin, Jr., Sidney B. Kramer, lan Ballantine. 

Dell Publishing Co., Inc., 261 Fifth Avenue, New York 16, N. Y.: 

President : George T. Delacorte, Jr. 

Executive vice president: Mrs. Helen Meyer 

Stockholders: George T. Delacorte, Jr., and family. 
Permabooks, 575 Madison Avenue, New York 22, N. Y.: 

General manager: Mel Evans 

Editor: George de Kay 

(A division of Doubleday & Co.: Doubleday & Co. has 132 stockholders. ) 
New American Library of World Literature, Inc. (Signet), 501 Madison Avenue, 

New York 22, N. Y.: 

President and manager: Kurt Enoch 

Chairman and editor: Victor Weybright 

Stockholders: Kurt Enoch, Victor Weybright, Rudolf Littauer, Thomas W. 

O’Shaugnessy, trustee. 

Pocket Books, Inc., 630 Fifth Avenue, New York 20, N. Y.: 

Chairman: Robert F. deGraff 

President: Leon Shimkin 

executive vice president: Freeman Lewis 

Stockholder: Field Enterprises, Inc. 
Popular Library, Inc., 10 East Fortieth Street, New York 16, N. Y.: 

President : Ned L. Pines 

Editor: Charles M. Heckelmann 

Stockholder: Ned L, Pines. 


So far as copies are concerned, these seven companies probably 
produced a somewhat higher percentage of the total copies than their 
proportionate share of the total titles. This, no doubt, is due largely 
to the fact that their distribution and sales facilities are probably 
greater than those of other companies in the field. Pocket Books, 
Inc., alone claim to have sold 400,000,000 copies between June 1939 
and July 1952, having started with 1,508,000 the first year of opera- 
tions in this field. The area of distribution embraces not only the 
United States and possessions but also Canada, Latin America, Great 
Britain, continental Europe, the Near East, the Far East, and even 
some parts of the Soviet Union. 

As an item of general interest in this connection, there is given 
below the number of copies manufactured in the United States and 
exported during the year 1951. 

These companies are here designated by letter in an order which 
does not correspond to the order of their listing by name. 


a. 9 percent d. 6 percent g. 4 percent 
b. 2 percent e. 9 percent 
c. 3 percent f. 3.5 percent 


All of the seven companies listed do no manufacturing in their 
own plants, but let out their manufacturing by contract to printing 
companies. 

The mechanics of distribution are very well standardized in the 
industry. The books are handled “! about 15 national distributors, 
1,200 wholesalers, of which 350 are branches of the American News 
Co., according to a representative of the American Book Publishers 
Council, and 400 according to the Department of Justice, the bal- 
ance being independent local wholesalers, and a total of about 110,000 
retailers such as newsstands, drug stores, and the like, this latter fure 
varying according to different estimates. This is the same distribu- 
SP AT used for magazines. Shipment is predominantly by 
truck. 
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That portion remaining, approximately 20 percent of all books 
published currently and in the pocket-size category, is distributed 
among many companies in the field of paper-bound books, among 
which, from inquiries by the committee and recognized sources, are: 
Ballantine Books, 440 West Twenty-fourth Street, New York 11, N. Y. 
Bartholomew House, 205 East Forty-second Street, New York 17, N. Y. 

Fawcett Publications, Inc., 67 West Forty-fourth Street, New York 19, N. Y. 
Graphic Publishing Co., 270 Lafayette Street, New York 10, N. Y. 

Jonathan Press, 570 Lexington Avenue, New York 22, N. Y. 

Lion Books, Inc., 270 Park Avenue, Section 3—C South, New York 17, N. Y. 
Mercury Publications, Inc., 570 Lexington Avenue, New York 22, N. Y. 
Pyramid Books, 444 Madison Avenue, New York 22, N. Y. 

Quinn Publishing Co., 310 Clinton Avenue, Kingston, N. Y. 

Rinehart Books, Inc., 232 Madison Avenue, New York 16, N. Y. 

United Books, 205 East Forty-second Street, New York 17, N. Ys 

Western Printing & Lithographing Co., 200 Fifth Avenue, New York 10, N. Y. 


DISTRIBUTORS 


From reliable sources it has been ascertained that, of the entire pro- 
duction of publications in the United States, the greater portion is 
distributed through the American News Co. and the independent dis- 
tributors, the latter operating more as a system than as a company. 
For practical purposes, it canbe stated that there are 15 independent 
distributors who operate throughout the Nation, other than the Ameri- 
xan News Co. Their names and addresses are: 


Ace News Corp., 23 West Forty-seventh Street, New York City 

Atlas Magazines, Inc., Section 3-—C South, 270 Park Avenue, New York City 

Curtis Publishing Co., Independence Square, Philadelphia, Pa. 

Fawcett Publications, Inc., Fawcett Place, Greenwich, Conn. 

Hillman Periodicals, Inc., 545 Fifth Avenue, New York City 

Independent News Co., Inc., 480 Lexington Avenue, New York City 

International Circulations Division, Heart Magazines, Inc., 250 West Fifty- 
fifth Street, New York City 

Leader News Co., Inc., 114 East Forty-seventh Street, New York City 

Kable News Co., 500 Fifth Avenue, New York City 

M. L. A. Publications, 488 Madison Avenue, New York City 

Macfadden Publications, Inc., 205 East Forty-second Street, New York City 

Pocket Books, Inc., 18 West Forty-eighth Street, New York City 

Popular Publications, Inc., 205 East Forty-second Street, New York City 

Publishers Distributing Corp., 1841 Broadway, New York City 

S-M News Co., 229 Fourth Avenue, New York City 

They distribute in all to more than 800 wholesalers, who in turn 
deliver to retail dealers. 

An effort to curtail certain monopolistic trade practices in the field 
of magazine and pocket-size-book distribution has resulted in the filing 
of an antitrust suit July 17, 1952, against the American News Co. an 
the Union News Co. (United States v. The American News Co. and the 
Union News Co. (Civil Action 77-193, D. C. S$. D. N. Y.).) In this 
suit it is alleged that the Union News Co. is the largest retailer of 
magazines in the world, with a gross sales volume of $7,500,000 in 1950; 
that half the total number, and dollar volume, of magazines dis- 
tributed throughout the United States by national independent dis- 
tributors are sold by the American News Co.; that the American News 
Co. exclusively supplies the magazines for sale on the approximately 
1,200 newsstands of the Union News Co. in 32 States and the District 
of Columbia; that, of the approximately 110,000 retail magazine out- 
lets in the United States, the Union News Co. owns approximately 
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1,200, all of which primarily serve the traveling public and are located 

at important railway stations, bus terminals, airports, subways, parks, 
hotels, and office buildings, thus incre: asing the possibility of the large 
volume of sales. Of these 1,200 outlets, approximately 170 represent 
exclusive-outlet contracts. 

Therefore, according to the Government’s complaint, the American 
News Co., in conspiracy with the Union News Co., has restrained and 
monopolized the national independent distribution of magazines by 
(1) Union’s refusal to handle magazines not handled by “American, 
(2) agreeing to obtain and maintain exclusive distr ibution rights to a 
major portion of the dollar volume of magazines distributed in the 
United States, and (3) utilizing the refusal of the Union News Co. to 
sell magazines not distributed — by the American News Co. as an in- 
ducement to publishers to give American News such exclusive dis- 
tribution rights. 


TIE-IN SALES 


No distributor can operate economically without representing a 
number of publishers. As a result, therefore, it is not possible for 
him to scrutinize the character of all the literature distributed in or- 
der to determine the nature and kind of material contained in the 
publications distributed by any particular publisher. 

It occurs sometimes that a publisher who ordinarily maintains a 
high standard of output releases an issue which contains salacious 
miterial, and in that event will require the distributor to handle the 
questionable material along with the good. Loss of franchise could 
conceivably be the consequence of refusal, This gives rise to what is 
known at all levels of the trade as tie-in sales. It is, therefore, ap- 
parent that wholesale dealers cannot place themselves in the position 
of being censors of literature; otherwise, they might soon find them- 
selves out of business. 

(See testimony of Mrs. Margaret Culkin Banning and Robert C. 
Woods elsewhere in this report. ) 

It should be stated in all fairness that efforts have been made within 
the trade to currect this regrettable situation. Conferences have been 
held for the purpose of determining some method by which the grow- 
ing tendency for publishers to include material of questionable char- 
acter in their line of publications could be checked. Many have been 
shocked by the pornographic material which has infiltrated the great 
volume of literature distributed throughout the Nation. It has been 
clearly perceived by many distributors of standing that, as a result of 
this constantly increasing volume of salacious, obscene, and immoral 
literature crowding the newsstands, there is ever-decreasing space, 
particularly fewer choice spots, for decent wholesome literature. 

It can therefore be a seen that a serious economic problem is 
developing, one demanding the attention of leading legitimate pub- 
lishers and distributors. This should undoubtedly be a factor of 
great importance in the efforts of the committee to expose this ever- 
increasing menace to the moral structure of the Nation, particularly 
in the juvenile segment. 

Now in force are two Federal statutes fundamentally concerned with 
tying clauses, tie-in sales, and full-line forcing. One is in the Federal 
l'rade Commission Act, the other in the Clayton Act. 
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1. Federal Trade Commission Act 


Section 5. (a) Unfair methods of competition in commerce, and unfair or 
deceptive acts or practices in commerce, are hereby declared unlawful. 

The Commission is hereby empowered and directed to prevent persons, part- 
nerships, or corporations, except banks, common carriers subject to the Acts to- 
regulate Commerce, air carriers subject to the Civil Aeronauties Act of 1938, 
and persons, partnerships, or corporations subject to the Packer's and Stock- 
yards Act, 1921, except as provided in section 406 (b) of said Act, from using 
unfair methods of competition in commerce and unfair or deceptive practices 
or acts in commerce. 


2. Clayton Act 


Section 3. That it shall be nnlawful for any person engaged in commerce in 
the course of such commerce, to lease Or make a sale or contract for sale of goods, 
wares, merchandise, machinery, supplies or other commodities, whether patented 
or unpatented, for use, consumption or resale within the United States or any 
Territory thereof or the District of Columbia or any insular possession or other 
place under the jurisdiction of the United States, or fix a price, charged there- 
for, or discount therefrom, or rebate upon such price, on the condition, agree- 
ment, or understanding that the lessee or purchaser thereof shall not use or deal 
in the goods, wares, merchandise, machinery, supplies, or other commodities of a 
competitor or competitors of the lessor or seller, where the effect of such lease, 
sale, or contract for sale on such condition, agreement, or understanding may 
be to substantially lessen competition or tend to create a monopoly in any line of 
commerce. 


Tying clauses in leases or contracts are not always clearly marked 
off from arrangements for exclusive dealing or exclusive representa- 
tion. Many tying clauses are not accompanied by an exclusive ar- 
rangement feature. Closely related is full-line forcing, a practice by 
which a dealer is required to handle the full lines of a manufacturer 
as a condition of obtaining a particular line of goods he wants. 

As a typical illustration particularly related to wholesalers, refer- 
ence is suggested to the testimony of R. C. Woods, a witness during the 
course of the committee hearings, a résumé of which is given later in 
this report. 

Also, as typical illustrations directly related to retailers, affidavits 
from dealers are herewith quoted, these being made available through 
Denny McLaughlin, district attorney for Erie County, Pa.: 

DECEMBER 10, 1952. 
To Whom It May Concern: 


Iam a small-store owner selling groceries, tobacco, newspapers, and magazines. 
I refused to accept the Dirty Books, which I did not order, along with the good 
publications which I did order, with the result that the distributor refused to 
furnish me out-of-town newspapers. I now have to buy these newspapers at 
other newsstands in order to take care of my customers. There is not much 
money to be made in the sale of newspapers but we do have to accommodate 
regular customers. 

I can't understand why we have to tolerate such Unfair Trade Practices. I 
ain speaking of the Strouls News Agency of this city. 


{S] Mrs. Grorce List, 


8002 Elmwood Avenue, Erie, Pa. 
COMMONWEALTH OF PENNSYLVANIA, 


County of Erie, 8s: 
Sworn to and subscribed before me this 10th day of December 1952. 


[NOTARY SEAL] DorotHy BRABENDER, 
Notary Public, 1816 Peach Street, Erie, Pa. 


My commission expires January 7, 1955. 
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DeceMBER 10, 1952. 
To Whom It May Concern: 


I operate a small Grocery and Confectionery store in conjunction with Mag- 
azines and Newspapers. For the last 3 years I along with all other store owners 
have been compelled to accept the so-called Dirty Books which I do not order, 
along with the good magazines in order to get what I want. I am in a School 
and Church District and I do not want to put this type of book on display. 

These books are sent twice a week without my order and must be paid for 
the first of each week and must be held for at least a month before I can ex- 
pect credit. I was informed that I would have to accept this “Package Deal” 
or get nothing. ‘hen above all to have to pay $52 a year to have this Junk 
delivered, called Service Charge. In other words I pay 50 cents weekly to each 
company for something I did not order and which corrupts the younger genera- 
tion. 


I consider this a monopoly and Un-American and I pray for relief. 
I deal with Strouk and American News Agency of Erie, Penna. 
Sincerely 


[S] Lov Litt.e, 
8122 Peach Street, Erie, Pa. 
COMMONWEALTH OF PENNSYLVANIA, 
Erie County ss: 
Sworn to and subscribed before me this 10th day of December. 
DoroTHY BRABENDER, 
Notary Public, 1816 Peach Street, Pric, Pa. 
My commission expires January 7, 1955. 


MEDICAL LITERATURE 


Publishers of so-called medical books sell by direct mail to indi- 
vidual purchasers, to distributors, and to retail book stores, not only 
the books they publish themselves but also books published by other 
companies which use their mail-order service. bce of them testi- 
field that his mailing lists were obtained from brokers with the stipu- 
lation that no names of minors were to be included. Another stipu- 
lation was that the age of the purchaser must be shown on an appli- 
cation for purchase. The purchase price is said to be refunded if 
a complaint of sale to a minor is registered. Despite the declared 
intention to limit sales to adults, there is no evidence of any such 
effort on the part of distributing agencies to exclude sales to minors. 

Typical books in this category are The Torch of Life, by Dr. F. M. 
Rossiter; Encyclopedia of Sexual Knowledge under the general edi- 
torship of Norman Haire, Ch. M., M. B.; The Sexual Relations of 
Mankind by Paolo Mantegazza (an Italian author), published and 
sold by the Eugenics Publishing Co., Inc. The Cadillac Publishing 
Co., Inc., advertises such books as Picture Stories of the Sex Life of 
Man and Woman, by David H. Keller, M. D.; How to Attain and 
Practice the Ideal Sex Life, by Dr. J. Rutgers; the Illustrated En- 
cyclopedia of Sex by Dr. A. Willy, Dr. L. Vander, Dr. O. Fisher, and 
other authorities, in magazines which certainly do not cater to the 
scientifically minded. 

The Illustrated Encyclopedia of Sex is sold together with a “gift,” 
a pamphlet containing numerous anatomical sketches. For a number 
of years this publication has been permitted by the Post Office De- 
partment to pass through the mails, probably on the theory that it is 
basically a medical book. The professed objective of the publisher 
is to satisfy the public demand for information on sexual problems. 
The publisher also says that the business of educating minors in the 
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matter of sex is not a responsibility he wishes to assume. It is diffi- 
cult to reconcile these two statements in view of the fact that this il- 
lustrated encyclopedia is advertised in magazines (e. g., Movie Life) 
read almost exclusively by juveniles who presumably are not in search 
of scientific knowledge. 

The advertising technique stresses the pictures far in excess of the 
textual matter, frequently employing the names of sexual organs— 
both male and female—and referring repeatedly to sexual activities of 
one form or another. The publisher’ s argument is specious, because 
his appeal is openly directed to the morbidly curious rather than the 
scholarly type of reader. 


MAGAZINES 


To a considerable degree everything stated with reference to books 
in the section under that heading applies to magazines also as the 
system of distribution includes both, articularly pocket-size books. 
There is an association of magazine pu lishers which represents prac- 
tically all of the widely circulated magazines, by name the National 
Association of Magazine Publishers, Inc. In March 1951 it repre- 
sented a total of 343, their names appearing on pages 252, 253, and 254 
of the published hearings before the Committee on Post Office and 
Civil Service, House of Representatives, Eighty-second Congress, first 
session, under House Resolution 2982, a bill to readjust postal rates. 

Magazines are distributed from publishing houses to the reader by 
(1) sale to a national independent distributor who, in turn, sells and 
ships the magazines to local distributors or newsstands throughout the 
United States; (2) mail subscription under which the publisher ships 
the magazine iene to the subscribing reader; (3) through the mag- 
azine’s own traffic department or subsidiary company. Nearly all the 
magazines distributed in the United States are sold through national 
independent distributors. 

The weight of evidence against cheesecake-nudism is not so much 
against nudity per se as against those avaricious publishers who pre- 
sent their subjects in torsos abnormally exaggerated as to their sec- 
ondary sexual attributes, and in suggestive, even lascivious, poses. 
It cannot be denied that such pictures ‘will have a libidinous effect on 
many normal individuals. Their effect upon the subnormal indi- 
vidual may be more disastrous. The most objectionable feature of this 
state of affairs is that pornographic pictures are sold indiscriminately 
to men, women, youths of both sexes, and even to children. 

A further elaboration of this subject will be found in the testimony 
of Mrs. Margaret Culkin Banning elsewhere in this report, and in the 
Appendix. 

Somewhat less numerous but equally objectionable from an ethical 
standpoint are the pseudo “art” and “science” magazines. It is signif- 
ican that these and certain types of “medical literature” are : advertised 
extensively in “movie” magazines and others of similar type which 
‘rater to adolescents who presumably are not seeking scientific 
enlightenment. 

Such publications should not be confused with legitimate books con- 
taining charts and pictures designed solely to aid sincere students of 
the arts and sciences. 
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Pornographic materials are distributed very extensively through 
advertisements in magazines, even though the better magazines do not 
themselves publish pornographic articles ; but the fact is that many 
of the magazines selected by the purveyors of pornographic materials 
for such advertisements are those most frequently sought by juveniles, 
and this is partly responsible for an ever-increasing extension of the 
pornographic clientele. 


PORNOGRAPHIC MATERIAL SOLICITED THROUGH TRADE MAGAZINES 


“Cheesecake” is a word used in the trade to describe photographs of 
girls dressed in scanty attire, or partly clothed, or fully dressed but 
in revealing poses, but always emphasizing shapeliness. The most 
constant users of cheesecake are the publishers of picture magazines 
which appear to copy the well-known national magazines, but which 
actually are no more than vehicles for sustained cheesecake. 

The most flagrant are those who publish nudist magazines in the 
interest of “sunshine and health”; those who publish magazines in the 
interest of art photos and portray nudes only within the covers; and 
those who pander to homosexuals by issuing publications devoted to 
the “male body beautiful”; physical culture and wrestling. This 
affords opportunity to present almost nude photographs of “strong 
men” clad only in loin cloths. 

The publishers’ requirements for material are sent along to trade 
magazines in the field which are ane by upward of 100,000 writers 
and photographers throughout the N ‘ation. They are revised from 
time to time according to public opinion and editorial policy. ‘These 
trade magazines are read by photo agencies which supply the cheese- 

cake stories, the model agencies which supply the girls who in turn 
supply the cheesecake, and by amateur photographers and writers who 
occasionally make a sale. 

A dozen or so photo agencies in New York City keep vast stock- 
piles of cheesecake spreads or of pictures of incredible violence. 
Many are posed and sold to magazines; others, those depicting vio- 
lence, are mostly so horrible that they are by-passed by newspaper 
editors but wind up in the fact detective books. 

Further convincing proof is obtainable by an examination of pub- 
lishing trade journals. To illustrate this point, Writer’s Digest, 
Cincinnati, Ohio, has been selected. 

A survey of issues of Writer’s Digest from 1945 on, indicates both 
by article and by quoted statement that publishers are fully aware of 
what they want for their publications and that cheesecake is in order. 
Just as in any trade publication, the reader thereof, usually a seller, 
is instructed as to the needs of the manufacturer, the produc er. 

For example, in the March 1951 issue of Writer’s Digest, is a leading 
article entitled : “How to Hit the ‘Cheese’ Books.” Here are some of 
the things the article had to tell cheesecake specialists on the needs of 
cheesecake publishers: 

Most of the 35 “cheesecake” books in the country operate on a simple principle 


not unknown to their more respectable relatives in the publishing field, Life and 
Look. The principle is just this: men like girls. 


The article goes on to groom the reader: 


The newcomer in the field (of cheesecake) tends to seriously underestimate 
the quality and variety of the market. The average “cheesecake” magazine is 
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a low-cost picture book which, while it emphasizes decolletage, is nonetheless 
a serious attempt at a general magazine. Some “cheesecake” books offer repeti- 
tive femininity that would depress any but the most desperate reader—Glamor- 
ous Models, Whisper, Titter—to name a few. 

The story proceeds to stress the fact that good cheesecake must have 
a story theme, a unifying idea in order to get across some license for 
the cheesecake. “It cannot be,” the article states, “a collection of unre- 
lated pictures.” 


COMICS 


No convincing evidence is available that what was originally pre- 
sented in many established newspapers under the general term “comics” 
constituted a serious contributing factor in the spread of juvenile 
delinquency. But because broad departures from generally accepted 
patterns have become a regular feature of modern-type “comics,” the 
committee deems it advisable to point out certain characteristics held 
by qualified observers to have a debasing and degrading influence on 
susceptible youth. 

Only a small percentage of so-called “comic books” deal with comedy 
or mirthful subjects. The great majority are about crime, violence, 
horror, romance, supermen, mystery, adventure, and the ubiquitous 
“Westerns.” They do not teach children to think straight. They 
glorify crime, make a mockery of democratic living and respect for 
law and order. They make lawlessness attractive and ridicule de- 
cency and honesty. They show children how to make weapons and 
how to inflict injuries with those weapons. One “comic” actually 
printed charts of the human body indicating the exact positions of 
the points and areas most vulnerable to physical assault, and told just 
how to attack those points and areas most effectively. 

The field of “comics” is one in which perhaps more children and a 
certain type of adults find reading entertainment and relaxation than 
in any other. Unofficial circulation circulation figures on the comic- 
book industry show that there are approximately 70,000,000 readers in 
the United States who receive the monthly offerings by mail or from 
newsstands. This astonishing circulation far surpasses that of all 
books, magazines, and periodicals combined, and is exceeded only by 
that of daily newspapers. 

Because of this tremendous circulation and the impact of such con- 
stant reading on the part of nearly every juvenile, and many indis- 
criminate adults, the committee recalls that the Kefauver crime inves- 
tigating committee reported that crime comics are believed to have a 
corrosive effect on the mind of the child and that they encourage 
delinquency. 

No less an authority than J. Edgar Hoover, Director, FBI, has 
pointed out the tremendous impact that pornographic literature has on 
the juvenile mind. 


Additional causes are the availability of focal points of criminal infection in 
communities where children are allowed to gather and where they may be in- 
fluenced by adults who convince them that there is profit in crime. The avail- 
ability of salacious literature and presentations of any type which glorify crime, 
make mockery of democratic living and respect for law and order are other im- 
portant causes which lead to an unhealthy crime situation among young people. 
Public failure and apathy to see that youth-serving organizations and instru- 
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mentalities are adequately staffed, as well as the failure of communities to care 
for the physical and mental defects of young people, are major factors in this 
entire situation. 

Do you believe that there is any relationship between the reading of crime 
comic books and juvenile delinquency? 

Crime books, comics and other stories packed with criminal activity and pre- 
sented in such a way as to glorify crime and the criminal may be dangerous, 
particularly in the hands of an unstable child. 

A comic book which is replete with the lurid and macabre; which places the 
criminal in a unique position by making him a hero; which makes lawlessness 
attractive; which ridicules decency and honesty; which leaves the impression 
that graft and corruption are necessary evils in American life; which depicts 
the life of a criminal as exciting and glamorous may influence the susceptible 
boy or girl who already possesses definite antisocial tendencies. 

While comic books which are unrealistic in that they tend to produce fan- 
tastic pictures of violence, brutality, and torture may have no effect on the emo- 
tionally well-balanced boy or girl, nevertheless, they may serve as the spring- 
board for the unstable child to commit criminal acts. 

On the other hand, those comic books which are restrained in presentation, 
which conform to carefully prescribed standards of good taste and authenticity 
and which teach a true lesson that crime does not pay, have a real educational 
value. 

The New York State Joint Legislative Committee to Study the 
Publication of Comics conducted an exhaustive study and produced a 
comprehensive report on the comic-book situation in March 1951. This 
committee was headed by Assemblyman Joseph F. Carlino of Long 
Beach, N. Y., and, while its findings have a particular bearing on the 
situation existing in New York State, practically all of them apply 
with equal force to the situation prevailing throughout the rest of the 
country. 

Mr. Carlino appeared before this committee in order to give it the 
benefit of his expert knowledge. His testimony will be found else- 
where in this report. 

It should be noted that the work of the New York committee was 
made available to Gov. Thomas E. Dewey, who vetoed corrective 
legislation on the ground that it would constitute an infringement of 
freedom of the press. 

Here, condensed, are some of the findings of the committee: 

1. The entire comic-book industry is remiss in its failure to insti- 
tute effective measures to police and restrain the undesirable minority 
of stubborn, willful, irresponsible publishers of comics whose brazen 
disregard for anything but their profits is responsible for the bad 
reputation of the publishers of all comics. 

2. Comics are a most effective medium for the dissemination of 
ideas and when such a medium is used to disseminate bad ideas which 
may leave deep impressions on the keen absorptive minds of children, 
the unrestricted publication and distribution of comics becomes a 
matter of grave public concern. 

3. Comics which depict crime, brutality, horror, and which produce 
race hatred impair the ethical development of children, describe how 
to make weapons and how to inflict injuries with these weapons, and 
how to commit crimes have a wide circulation among children. 

4. The New York State Joint Legislative Committee states flatly 
as follows: Crime comics are a contributing factor leading to juvenile 
delinquency. 

5. Instead of reforming, publishers of bad crime comics have banded 
together, employed resourceful legal and public relations counsel, and 








28 PORNOGRAPHIC MATERIALS 


so-called “educators,” and experts in a deliberate effort to continue 
such harmful practices and to fight any and every effort to arrest or 
wa. such practices. 

The reading of crime comics stimulates sadistic and masochistic 
attitudes and interferes with the normal development of sexual habits 
in children and produces abnormal sexual tendencies in adolescents. 

A disturbing feature of this situation is that publishers of com- 
pletely wholesome and acceptable comics have come out squarely in 
support of publishers of the objectionable type, even though the latter 
are making serious competitive inroads in their field. One reason 
given is that all publishers, both good and bad, fear any governmental 
imposition of regulation and possible censorship of their publications. 

The New York State committee grouped objectionable comic books 
under these descriptions: 

Those which depict brutality, violence, and crime. 

. Those which depict ways of inflicting bodily injury, plans for 
commission of crime, and unlawful bre: kings. 

Those which are sexually suggestive and in some instances depict 
semil- a pornography. 

The New York committee concluded that governmental regula- 
tion should be undertaken as a last resort and only after the industry 
itself has shown an inability or incapacity to do it, or has failed or 
refused to do it. 

It is claimed in some quarters that children in their formative years 
are becoming habituated to the pattern of unfolding a story as found 
in the comic-book style of presentation. They read such books with 
ease while turning away from books written in the more conventional 
format of the printed page. They are attracted by the simplified form 
of conversation enclosed by “balloons” which enable them to follow 
the characters’ conversation at a glance; while the illustrations, how- 
ever crude they may be, satisfy the child’s desire to know what is 
happening, what the characters are saying, and who are the victims of 
violence. Crime may not pay, but its elorific: ition in comic books 
apparently pays exceedingly well. 

It is further contended by some experts that because children are 
prone to emulate their “heroes,” but lack the mature judgment to 
distinguish between those after whom they should pattern their be- 
havior and those whose conduct is reprehensible, portrayal of un- 
desirable types in comic books often sets up conflicts between what is 
taught children at home and what they see glorified in inferior 
publications. 

Today’s Health (a monthly publication of the American Medical 
Association) for September 1952 contains an article on comic books. 
It. treats of the effect of brutality, sex sadism, and cruelty in chil- 
dren’s reading—an effect that should be self-evident. This article is 

mentioned particularly to call attention to an action taken on the part 
of the Association of Comics Magazine Publishers to bring about 
elimination of such features from the magazines which are published 
by the association members. The article states further that every 
issue put out by members (of the association) is examined before 
it is printed by an arbiter retained by the association. It is his job 
to order any changes he deems necessary, and members must conform. 

Not all comic-book publishers are members of the association. 
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WAR HORROR COMICS 


The mutations that have been wrought in the name of “comics” by 
profit-minded publishers are well illustrated by books cl: assified in 
the trade under the anomalous designation “War Horror Comics.” 

It has been brought to the committee’s attention that the entire out- 
put of one such promoter had been officially banned from distribution 
among United States Navy personnel because some of the contents 
were deemed contrary to the best interests of our country. Specifi- 
cally, it was charged that their objectionable features might be the 
work of a genuine pacifist organization, but they were much more 
likely the subversive efforts of Communists. The publishers have 
admitted that some of their stories were unconventional, but blamed 
the editor’s poor judgment for their inclusion. “They were not pleas- 
ant reading,” according to the publishers. 

One highly salutary “effect. has been the assurance of the publishers 
that all gory and pacifist features have been removed from their 
product. 


NATION-WIDE PROTEST 


The constantly increasing volume of Nation-wide protest is re- 
flected in many w: + among which is the amount of unsold salacious 
material returned by dealers to the distributors, in some instances 
running as high as 40 percent which it is believed is due, at least in 
part, to local protests; by communications received from an ever- 
increasing number of groups from various pos of the United States 
urging Congress to clean up the newsstands; by protests against the 
distribution of obscene literature of all kinds; by the activities of 
religious groups of all denominations; by greate : di ‘ligence on the part 
of the police as a result of aroused public opinion; and by the in- 
creased activity of all prosecuting agencies, both Federal and St - 

There are many splendid groups in existence throughout the Na- 
tion that devote their efforts assiduously toward eliminating the flood 
of pornographic material, and with excellent results. To make their 
efforts effective it is essential that they be given every assist: ince, and 
one way in which Congress can assist is by attacking the sources 

C ompl: \ints have been received from men in our Armed Forces pro- 
testing against the infiltration of pornographic and otherwise objec- 
tionable literature there, but the lack of time, ae ities, and funds 
have prevented inquiring fully into this situation in the Armed Forces. 

An illustration of how some now in our Armed Forces feel toward 
the increasing flow of such literature, particularly as related to the 
forces in Korea, is found in the letter herewith quoted: 

THE AMERICAN RED Cross, 


Combat Zone, Korea, December 7, 1952. 
COMMITTEE ON OBSCENE LITERATURE 

Mr. CHAIRMAN: The damage done the youth of our nation and particularly of 
our Armed Forces by the current literature is to me appalling. It has all but 
destroyed our first line of defense, and in my mind left us open to dangers far 
worse than communism. 

If we do not profit by the example of fallen nations of past history or by our 
Christian heritage, and continue on this high road of Godless lust, we only de- 
serve the fate that will soon befall us. I only need remind you that the VD rate 
in Japan was 282 (of a thousand) last month. 

Most of the reading the Army provides us is filth and adultery. (PX, etc.) 
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INTERNATIONAL ASPECTS 


Many foreign countries are striving desperately to exclude or at 
least retard the flow of offensive material that originates in this coun- 
try. For example, the Commonwealth of Australia has legislation 
which prohibits the importation of blasphemous, indecent, or obscene 
works or articles. Regulations made under the authority of the Cus- 
toms Act prohibit the importation of literature which in the opinion 
of the Minister for Trade and Customs, and whether by words or a 
ture (a) unduly emphasizes matters of sex or of crime, or (0) is calcu- 
lated to encourage depravity. 

For the information and guidance of the committee, the Australian 
Embassy in Washington has made available transcripts of discussions 
engaged in by members of the Australian House of Representatives 
May 28-29, 1952. The transcripts, which are headed “Books, Maga- 
zines, and Comic Strips,” reveal that the discussions referred solely 
to objectionable importations of such items from “America.” The 
salient features of the debate follow in condensed form: 

1. It is a fact that religious bodies and social welfare organizations have ex- 
pressed adverse opinions on and have passed condemnatory resolutions concern- 
ing the continued flooding of the Australian market with grotesque, lurid, sor- 
did, and frequently indecent, syndicated American comic strips. 

2. Such publications enter the country as first-class mail matter in the form of 
pulls, proofs, tear sheets, newspaper cuttings, and single copies of newspapers. 
Their detection would involve a virtual censorship of mail by Commonwealth 
authorities. The physical dfficulties of examining every newspaper received 
by post would be insurmountable. 

38. Single copies of newspapers and magazines addressed to individuals are 
admitted, but import licenses are not being issued for the importation of comic 
strips and similar (banned) material of United States origin. 

4. Numerous imported strips are redrawn by Australian artists from material 
received through the post. In the absence of censorship, it is impossible to 
exclude the inflow from abroad. 

5. The Commonwealth Government has no jurisdiction over the reproduction 
of such (banned) material. That is a matter of legislation by the various 
(Australian) states, 

Among those who have recently called attention to the problem of 
harmful comics is the Reverend J. Leonard, director of the Sydney 
Catholic Youth Organization, who said that the harm some comics 
are doing to the youth of Australia is incalculable. 

The influence of semisalacious “romance and true love” magazines on ado- 
lescents is bad enough. Now greedy publishers are printing imported syndi- 
cated material of the same sort in “comic” form for children barely able to read. 
The material may appear laughable to adults, but surrounded as it is by a halo 
of “glamor” and “sophistication,” it is causing moral devastation among youth. 

J.C. Jones, a representative of the New South Wales branch of the 
Australian Journalists Association, reported that his organization had 
“set its face against the strip-tease and murder comics.” He said “the 
overemphasis on sex and crime in imported, syndicated comic strips 
can be harmful to the Australian mind.” 

Mr. Jones asserted that prohibited comics are being smuggled into 
the country because this is much cheaper than to pay Australian 
artists to produce them. 


There is a number of first-class Australian artists available to draw good, 
clean, healthy comic strips for publishers. But the American and English strips, 
which have already had a big circulation overseas, are sold cheaply in Australia. 
Proofs of prohibited American comic strips are being mailed from abroad as first- 
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class mail matter addressed to newspaper employees who pass them on to their 
principals. 

The prohibited strips should be treated in the same way as any other smuggled 
goods—seized—and the culprits fined. 


Already more than 100 United States magazines are banned from 
Canada by their customs officials. F ollowing i is an extract from Rou- 
tine Proceedings and Orders of the Day of the House of aia 
Ottawa, C anada, appearing in issue of Tuesday, July 1, 1952 


Marcu 20—Mr. Fulton—The following proposed Resolution:—That, in the 
opinion of this House, it is desirable to appoint a joint committee of both Houses 
of Parliament for the purpose of studying and recommending legislative or other 
measures under which the growing volume of filthy literature circulating in 
Canada can be effectively dealt with, without at the same time restricting the 
freedom of the press or of genuine literary or artistic expression. 


Canada claims bitterly, through various groups interested in this 
vital question, that the economic and moral life of that c ountry is being 
upset by a flood of magazines from the United States featuring im- 
morality, violence, sensationalism, and crime. 

The Senate of Canada has established a Special Committee on Sale 
and Distribution of Salacious and Indecent Literature. In its record 
of proceedings appears a news item from the Christian Science Monitor 
of June 5, 1952, the salient features of which are here excerpted: 


UNESCO SEEKS CURB ON COMIC BOOK “SCOURGE” 


Comic books are turning the youth and adolescents of today into young 
ruffians and potential criminals. 

At least that is the conclusion reached by a group of educators and legal ex- 
perts at a conference on press, radio, and cinema for children under the auspices 
of the United Nations Educational, Scientific, and Cultural Organization. 

The delegates described “the murders, blood, sex, horrors, evil, gangsters, 
robbers, bandits” which are fed to modern youth through “various kinds of 
sensational comic papers sold all over the world.” 

Although comics publishers point out that the villain always gets his due, the 
delegates said the penalty is usually preceded by a whole series of hideous deeds, 
all deseribed in minute detail. And, they added, adolescents are more excited 
by the deeds than by the final punishment. 

To fight what they called the “scourge” of comics, the delegates urged the 
world’s governments to institute a system of supervision of the literature which 
the children of their countries read. 

One of the main problems faced by the conference was how to screen publi- 
cations for children without infringing on liberty of the press. 

The delegates, who represented 24 countries, including Britain, India, Sweden, 
Germany, the Netherlands, France, Belgium, Switzerland, Spain, and the United 
States, unanimously opposed news consorship of any kind. 

But the conference proposed the establishment of a special international com- 
mittee of UNESCO with branches in all member countries to urge governments 
to ban publications likely to “exercise a harmful influence on the upbringing and 
development of children.” 


In Lima, Peru, a bill to curb indecent publications has been drafted 
by the Lima College of Law yers and sent to the Ministry of Education 
with a request that it be introduced in the National Assembly. This 
measure was prompted because of the alarming increase in juvenile 
delinquency, and it provides severe penalties to those eng: iged in print- 
ing and distribution of literature harmful to that countr y’s youth. 

The law yers, in their letter of transmittal of the recomme nded legis- 
lation to the Peru Ministry of Education, declared : 

This corrupting plague continues to unfold and floods our markets with maga- 


zines and pictures from abroad, edited (by) international traders who exploit 
such a business without scruple. 
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In Madrid, Spain, press reports declared that increased pornog- 
raphy (in the United States and Can: ada ) “ean prove an ‘enemy 
within’ more to be feared than communism.’ 

Information from the Board of Censors of the Philippine Bureau 
of Customs indicates that American military bases in the Philippine 
Islands are common sources of much of the obscene literature that has 
been flooding that country. The Board reports it has confiscated 
much indecent literature in several magazine stores that was first dis- 
tributed in American post exchanges. As the Board has no jurisdic- 
tion over such bases, they have become smuggling points for such 
Same smut. (The Board is composed of “three members of the 
sureau of Customs, whose work is primarily aimed at preventing the 
influx of indecent literature through Philippine ports of entry.) 

Increased juvenile delinquency has been observed concurrently with 
increased availability of publications pandering to immoral tastes 
which fall into the hands of children and adolescents. Recently a 
Fellow of the British Library Association was quoted in a trade pub- 
lication to the effect that librarians should do everything in their power 
to secure the banning of what he described as “thoroughly bad Ameri- 
can comics,” and further cited some American comics as “sadistic por- 
nography.” Healso was reported as saying that while reputable firms 
would not handle such undesirable material, “there was a |: arge num- 
ber of retailers up and down the country who would do so.” 

American comics also came in for adverse criticism during recent 
debates in the House of Commons, in which it was pointed out that 
many objectionable “comic” magazines, “although styled ‘American’, 
were printed and published in Britain.” The Commons speaker 
lauded civic efforts which had been made in America to guide parents 
and teachers in evaluation of comics. 

James Douglas of the London Sunday Press, making a frank criti- 
cism of both his country and our own, says: 

The muddy torrent of noisome books, pouring from our printing presses, pro- 
voke condonation instead of condemnation by many men of letters. Under cover 
of their apologetic dialectics, the pornographers are polluting our literature with 
abominations that no newspaper would venture to discuss * * *, In the 
United States pornography is triumphant. An American friend tells me that a 
book which is banned in one state enjoys a boom in the other states. What 
Boston spews out of her mouth, New York devours. American pornography 
percolates here. I have read some American best sellers, which no English pub- 
lisher would touch with a pair of tongs. 


LEGAL ASPECTS 
Statutes 

Federal_—Generally speaking, there are Federal statutes which 
render it a crime to (1) import or export obscene materials, (2) utilize 
the mails for the distribution of obscene materials, or (3) transport 
such materials in interstate commerce by common carrier. (See, gen- 
erally, Criminal Code sees. 1461-1464, title 18, U.S. C.) 

State and Territorial Statutes —To obtain a comprehensive official 
survey of what has been taking place in the several States with ref- 
erence to pornographic material, letters requesting data for the use 
of this committee were addressed to the attorney general of each State 
and Territory and answers have been received from all but seven of 
them. Every State in the Union with the exception of New Mexico 
has some statute on its books dealing with obscene materials, and the 
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prohibition and control thereof. In addition, each of the Territories, 
with the exception of Alaska, also has a statute dealing with such 
materials. 

Although the specific language used is different in almost all the 
various State and Territorial statutes on this subject, nevertheless, 
they all universally condemn the “writing, composition, printing, 
publishing, sale, distribution, keeping for sale, giving, loan, or exhi- 
bition of any obscene writing, paper, book, picture, print, cast, figure, 
or the advertisement thereof.” There are variations, of course; some 
of the State statutes prohibit the singing of an obscene ball: 1d, some 
specifically penalize the person who draws or marks upon the wall 
of a lavatory, and similar acts, and invariably the statutory section 
dealing with obscene materials is set within the framework of the 
various “obscenity” sections dealing with such other matters as in- 
decent exposure, prostitution, and the like. Most of these statutes 
provide for a heavier penalty where the obscene materials are “given, 
sold, distributed, loaned, or otherwise conveyed” to a minor. 

Although a good many State courts have accepted the “modern” or 
“Federal” rule as to determining what is, ~ what is not, obscene, the 
majority still retain the “common law” or “Regina v. Hicklin” rule. 
Wisconsin appears to be the first State in which the legislature has 
considered actually embodying the “Federal” rule in its code section 
dealing with obscene materials. (See Wisconsin “Criminal Code, 
August Supplement to Chapter 344,” Judiciary Committee, Legis- 
lative Council, p. 3, wherein the Legislative Council Comment indi- 
cates specific reference to the Ulysses case, and the rule laid down by 
Judge Woolsey and later aflirmed by Judge Hand, as the source of 
the proposed amendment to the criminal-code section dealing with 
obscene materials. ) 

Some of the State statutes specifically provide that possession of 
obscene materials constitutes prima facie evidence of an intention to 
sell, or lend, or give, or show such materials. In Georgia and 
Minnesota— 
any person who deposits, or causes to be deposited, in any post office within 
the State, or places in charge of an express company, or of a common carrier, 
or other person (differing therein from the Federal law which does not include 
transportation by private conveyance or on the persan) for transportation, or 
for any purpose save the destruction thereof, any obscene artic le, pamphlet, 
books, magazines, pictures, prints, et al., or who receives the same, with the 
intent to carry or convey, except in the United States mail, shall be guilty of a 
felony, and confined in the penitentiary for not less than 1 nor more than 5 
years (Georgia Laws, Annotated (Supplement), sec. 26-6305; Minnesota 
Statutes, sec. 617.26). 

In Indiana, ever since 1909, it has been a misdemeanor to expose for 
sale— 

any paper novels with covers bearing dangerous or incendiary or obscene pic- 
tures in any show case or window, along any streets or in any store. (Provides 
for fine of $5 to $50.) 

One State legislature passed a resolution— 
directing the prosecuting attorneys of the State to take such action as may be 
necessary to suppress and prevent the circulation and sale of magazines and 
periodicals in the State containing salacious, indecent, and obscene pictures, and 
literature, and requesting the Federal Radio Communications Commission to 
prohibit the broadeasting of “thriller-killer’ programs over the air. (See 


Idaho Law 1949 (First E. S.), H. C. R. 4, p. 136, 137, passed by Senate and 
House on February 25, 1950). 
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Local ordinances.—While no comprehensive survey was made in 
order to ascertain the number of cities which had enacted ordinances 
with respect to obscene materials, it is common knowledge that many 
local communities, particularly the large metropolitan areas, have 
enacted such legislation as an overlapping safeguard coexisting with 
their particular | State statute on the subject. 

The common problem confronting the courts, and enforcement of- 
ficers, in applying these various statutes, whether it be a Federal, 
State, or local statute or ordinance, is the fact that while they, almost 
without exception, render it a crime to sell, distribute, exchange, ex- 
hibit, transport, publish, or possess obscene materials, the statute con- 
tains no definition or standard by which the “obscenity” of a particu- 
lar material may be determined. Usually, in an attempt at defini- 
tion, the statute will contain a group of synonyms such as “lewd, 
lascivious, salacious, immoral, unchaste, o r filthy.” The courts have 
observed, time and again, that there is no possible objective stand- 
ard by which “obscenity” may be determined, and it has been com- 
monly held that the question of the obscenity of a particular material 
is a question of fact depending upon the facts and circumstances of 
each case. The briefest search of the court decisions with respect to 
“obscene” materials will indicate that there is no consistency in the 
decisions with respect to the same type of material from one period 
to another, or from one locale to another. 

An objective definition of the word “obscene” is difficult, but in 
view of the fact that since the period of the earliest recorded law 
such materials have been deemed a menace to society in varying de- 
grees, it has been commonly accepted that, under these statutory pro- 
hibitions, it is within the province of the proper authority to determine 
whether a particular item is, or is not, obscene within the meaning 
of a particular statute. In some instances, where the threat of this 
type of material has appeared to the community to warrant it, some 
States, in the exercise of their police power, have enacted legislation 
creating a board of censors or some other similar body. In these 
instances they would be the proper authority in rendering a decision 
as to the obscenity of a particular item. However, whether the de- 
cision be made by a judge, jury, or any other private or governmental 
body, the determination is the resultant of a myriad of factors. 

In the absence of a definitive test in the legislation on the subject 
of obscene materials, the courts have dev eloped, or followed, two gen- 
eral tests to be utilized in determining whether or not a particular item 
is, or is not, obscene. 

Common-law rule.—This rule was first set down in Regina v. Hick- 
lin, (1868) (3 Queens Bench 360). 

The test of obscenity is this, whether the tendency of the matter charged as 
obscene is to deprave and corrupt those whose minds are open to such immoral 
influences, and into whose hands a publication of this sort may fall. 

The court held that this test was to be applied, in the case of written 
matter, to the passages of the writing which were charged as obscene 
without viewing them in relation to the remainder of the writing, and 
without considering the intent with which they were written by the 
author. 


Federal or “modern” 


rule-—This rule as first expressed by Judge 


Woolsey, and later affirmed by Judge Augustus Hand, in United States 
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v. One Book Called “Ulysses,” (1933) (5 F. Supp. 182; confirmed, 
72 F. 2d 705), and has gained adherents ever since. The effect of the 
decision was an attempt to point out that indictable “obscenity” must 
be “dirt for dirt’s sake,” and not just vulgarity without considering its 
relationship to the rest of the text. 

* * * in any case where a book is claimed to be obscene it must first be 
determined whether the intent with which it was written was what is called, 
according to the common phrase, pornographic, that is, written for the purpose 
of exploiting obscenity. * * * the meaning of the word “obscene” as legally 
defined by the courts is: tending to stir the sex impulses or to lead to sexually 
impure and lustful thoughts * * * whether a particular book would tend 
to excite such impulses and thoughts must be tested by the court’s opinion as to 
its effect on a person with average sex instincts—who plays in this branch of 
legal ~— y, the same role ot hypothetical reagent as does the “reasonable man” 
in the law of torts. * * 

The question of “obscenity” would be determined by the net or 
“dominant” effect of the book, considered as a whole, and in view of 
the apparent intent of the author, the controlling factor being the 
effect of the book on one of the “average” sex impulses. This, of course, 
is a refutation of the test set down in Regina v. Hicklin whereby 

“obscenity” might be determined from a single word or passage in a 
book, with no regard being given to the “intent” of the author with 
the controlling factor being the effect of the book on the mind of one 
open to impure influences, and into whose hands the book might fall. 

Generally, with certain exceptions which will be noted in the recom- 
mendations of the committee, the legislation, both Federal and State, 
is sufficient—insofar as it can be in view of the difliculty of estab- 
lishing, legislatively, a test whereby “obscenity” can be determined. 
Within the general limits established by the courts in deciding 
obscenity cases in the past, there remains a substantial area of doubt 
wherein a considerable body of objectionable matter remains un- 
touched although not falling within the protection 1 of even the most 
liberal doctr ine expounded by the courts thus far. Items falling within 
this “area of doubt” are usually referred to as “border line” or “ques- 
tionable” materials by enforcement oflicers to indic ate t hat, in all prob- 
ability, criminal liability would not attach as a result of the produc- 
tion or distribution of such an item. The volume of materials falling 
within this “area of doubt” will vary from one. period to another as a 
result of changes in our contemporary mores and the volume of pro- 
duction of such materials. However, it has been observed that many 
items heretofore considered “borderline” or “questionable” are in 
fact pornographic, obscene, and vulgar and should no longer fall into 
this “area of doubt.” 

Until comparatively recently, the problem of dealing with obscene 

or objectionable materials was too often treated as something of a joke; 
a minor problem of minor proportions, Generally, those who con- 
sidered such materials as a “problem” were looked upon as profes- 
sional reformists or “blue noses.” Many regarded the problem, and 
still do, as nothing more threatening than the legendary French post 
card vendor who occ asionally attempted to peddle his wares in an 
unobtrusive alley or bookstall in a large metropolitan area 

This attitude toward the problem has been, and in many instances 
still is, reflected in court decisions and the activity of enforcement 
officials. Too often a prosecutor, based on his previous experience with 
similar types of materials, will refuse to prosecute the producer or dis- 
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tributor of a material which has heretofore been considered “border 
line” or “questionable,” for fear that the decision of the court, or ver- 
dict of the jury, will be against him. Too often a case will be prose- 
cuted only to have the accused receive a small fine or a suspended 
sentence. Furthermore, as a result of this general attitude, many new 
producers and distributors of such materi ials have been attracted into 
the market, thus, the volume of “borderline” materials presently 
within the protection of this “area of doubt” is enormous. 

It is obvious, from the experience of this committee, that this 
general public and judicial apathy is due, in large part, to a general 
lack of awareness of the problem in its modern form, its scope, magni- 
tude, and techniques. Fortunately, this apathy is not completely 
universal. The great number of city and State officials, local and 
national civic organizations, church groups, and individuals who pro- 
vided assistance and information to this committee, indeed the very 
existence of this committee, clearly indicates a growing public alert- 
ness with respect to the problem. 


TESTIMONY OF RALPH FOSTER DAIGH 


Mr. Daigh, who identified himself as editorial director and vice presi- 
dent of Fawcett Publications, Inc., appeared before the committee 
December 1, 1952. Fawcett Publications, Inc., is engaged in the print- 
ing, publication, and distribution of magazines and books and claims 
to be the largest operator of its kind in the world. About 9.6 per- 
cent of the company’s total sales is in poe ‘ket- a paper-bound books 
known as Gold Medal (retail price, 25 cents) and Red Seal (retail 
price, 35 cents). Gold Medal sales since fa 1, 1951, totaled 
43,149,063 copies; Red Seal, 3,737,801 for the same period. This line, 
starting in 1950 with four titles (books) a month, has steadily been 
accelerated until at the present time (October 1952) it has reached 
eight titles monthly in the United States alone. The company also 
distributes magazines and soft-covered books for other publishers, also 
magazines printed for other publishers, to more than 1,000 wholesalers 
throughout the United States and Canada. Less than 15 percent is 
shipped to foreign countries. About 1,000,000 copies have gone to the 
armed services. 

The Gold Medal and Red Seal lines consist of original stories or 
novels. 

Mr. Daian. We have several that have sold in excess of 1 million. 

Mr. Burton. What type is that that sells as high as a million, on the average; 
that is, what titles usually run to a million? 

Mr. DaicH. Well, I would say good books; I don’t think there is any type. 

Mr. Rees. What kind of books do you say? 

Mr. DaIcH. Good books, not any particular type. 

Mr. Rees. How do you describe a good book? 

Mr. Daten. A book is usually a good book if the public buys it in quantity. 

Mr. Burton. That is, it is good from the standpoint of sales and profits? 

Mr. DAicH. Well, that is true, but I also believe that the other is true. 

Mr. Rees. You mean that if the public buys the book, that means it is a good 
book; if they do not buy it, it is a bad book? That is the way you size it up? 

Mr. DarcH. Well, the second doesn’t necessarily follow, but I do believe that 
when the publie buys a product in the multi-million lots, that that is an endorse- 
ment by the public, and it does connote that that is a good book. 


Mr. Burron. All right. Can you give the names of some of the titles that have 
s0!d in million lots? 
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Mr. DatcH. I should be able to give them quicker than I can. I know that 
Women’s Barracks has sold in excess of 1 million. 

Mr. Rees. Which is that? 

Mr. Daigo. Women’s Barracks. 

Mr. Rees. You consider that a good book? 

Mr. Daicu. Yes, sir. 

Mr. Burron. What is the theme of Women’s Barracks, Mr. Daigh? 

Mr. DaicH, Well, the Women’s Barracks is a very simple theme. It is a diary 
biography, and is not, as you might think, a fiction story. It is a fact story, 
and that is what I meant a moment ago when I said that you cannot literally 
define the type of book that is going to sell a million copies. If you did, this 
business would be much simpler. But this is an adaptation of a diary as made 
by a woman soldier in the French Army. 

Mr. Burton. You say it is a true story? 

Mr. Daicu. Yes, sir. 

Mr. Burton. Have you anything to substantiate that? 

Mr, Daicu. Well, I have the word of the author, the agent who sold it to us. 

Mr. BurtToN. Who was the agent? 

Mr. DaicH. I think it was Mr. Wilkinson, of Wilkinson & Littauer, and I 
have the word of the man who rewrote it from the original diary. 

Mr. Burron. How would he know? 

Mr. DalcH. He apparently worked with the woman, and also worked with her 
diary. His name is Meyer Levin, who is quite a well-known literary figure 
internationally. 

Mr. Keres. What is his name? 

Mr. DaicH,. Levin. 

Mr. Burton. This is a story of what went on within the women’s barracks. 
largely, is it not? 

Mr. Daiau. That takes a considerable portion of the book, yes, sir. 

Mr. Burton. And the only person who would know about it would be the 
author, not the man who rewrote it or who edited it. He would not know 
anything about it, would he? 

Mr. DaicH. Well, I am under the impression that Meyer Levin, who did the 
rewriting of the diary, knows the woman personally, and has talked to her. 

Mr. burton. Well, even so, what I am getting at is you say it is a true story. 

Mr. Daigu. Yes, sir. 

Mr. Burton. 1 would like to know what your company has to substantiate 
that. Have you ever read it? 

Mr. DaicH. Yes, sir. 

Mr. Burton. The author is Tereska Torres. Will you tell us something about 
her ? 

Mr. DaiGu. I think I told you about all I know of her. She lives in France; 
I have never met her. 

Mr. KEARNS. Does she have another pen name? 

Mr. Daicu. She is not a professional author. This was her diary, adapted 
by a professional well-known literary figure. 

Although Women’s Barracks treats in large measure, and rather 
frankly, of homosexual relations between women, Mr. Daigh main- 
tained that he saw nothing wrong in promoting its general distribu- 
tion since it was a “good book” because of the entertainment and 
education it imparts. In support of his views, Mr. Daigh read a 
letter addressed to him by a literary expert named John Bakeless. 
The letter, although commendatory on the whole, contains this 
passage: “The actual conduct depicted would be (and no doubt was) 
morally deplorable in real life. That, however, is no reason for hesi- 
tating to describe it in a book.” The letter also compares Women’s 
Barracks with Plato, Homer, Sappho, Shakespeare, and Marlowe. 

Mr. Burton. Is there anything in the story of Women’s Barracks that is 
comparable with the stories to which you have referred in the classies? 

Mr. DaiGu. Yes, indeed. 

Mr. Burron, Is it not, as a matter of fact, Mr. Daigh, simply a sordid situa- 
tion existing within the women’s barracks, and not the general situation? 
Haven't they picked out just particular episodes and put them in a book, and 
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then that book printed in tremendous quantities, such as can be done with the 
modern potentialities of the press, and distributed not for specialized readers, 
but on the thousands of newsstands where it is accessible to young people? 

Mr. DaicH. Well, the first part of your query, I do not believe I am compe- 
tent to answer. I believe that a psychiatrist might tell you how prevalent the 
situations are that are referred to in this book, in our own Armed Forces and 
the armed forces of the world. 

I know enough from my own reading to know that it is very prevalent. As 
to the literary quality of this book, it was a sincere, sincerely written, sincerely 
translated book rewritten by an admitted literary authority and expert, done 
sincerely. 

Mrs. Bosone. How do you know it was translated sincerely and written sin- 
cerely by the author? 

Mr. Darien. In my experience, it is impossible for anyone to keep an insincere 
diary. It refutes the very purpose of the diary, a diary being an authentic 
record of events that happened to the person keeping the diary. 

Mrs. Bosone. You think the author then could have written this book with 
the attitude of an educator and not with the attitude of making money, think- 
ing, “That is what the publisher wants, so I shall write what the publisher wants; 
I shall write what sells”? 

Mr. DaicH. I am afraid I have not made clear the origin of this book. 

Mrs. Bosone. You said it was based on a diary, but you do not know the 
author? 

Mr. DaicH. I have not known the author. 

Mrs. BOSoNE. You said you did not. 

Mr. Daicn. I did not meet her originally. The original volume, which this 
was an adaptation of, was not written for publication. At least, it was not the 
author’s intention of keeping a diary and saying, “some day I am going to publish 
it.” At least, that is the impression I gained from talking to the agent and 
with the man who did the rewriting, but you see craftsmen’s abilities differ also. 
But basically I would be willing to stand on the argument that if a book is 
sincerely written, if it is written honestly, to the best capabilities of that author, 
and it is accepted for publication by a reputable publisher who believes in what 
he is doing, admittedly now his judgment is the one that determines as to whether 
it goes into print or not, but if those situations exist, I would defend any book 
so produced. 

Mrs. Bosone. Is his judgment dependent upon the salability of the book, that 
this is a book that will sell? 

Mr. DaiGcu. It is always a factor, yes. 

Mr. Kearns. This professor, John Bakeless, certainly writes a good letter, and 
I see why he would be a good author, I am sure. 

Mr. DatcH. He is an author. 

Mr. KEARNS. In his fourth paragraph, his weakness is in his defense, where he 
says, “This is true of the great classics which, for generations, have been required 
reading for schoolboys.” 

He doesn’t mention schoolgirls; he says schoolboys. ‘Macbeth for instance, 
turns on murder. Hamlet turns on murder, adultery, and incest. The great 
Greek tragedies are based on the same themes.” 

Do you feel, as a publisher, that this defense is really weak in that he picks 
these classics out to leave the door open to a book like Women’s Barracks? 

Mr. DaicH. No, I donot. I think he could have made—— 

Mr. Kearns. Isn’t that a terrifically weak defense to state and mention those 
classics of Shakespeare to leave the door open to a book and try to place this 
publication in any sense of the word in the same category and with the same 
comparison with Shakespeare? 

Mr. DaicuH. I see nothing ridiculous about it, nothing at all. I think our 
author is a sincerely able literary person, has written the best book in his ability, 
and I hope that Shakespeare did the same. 

Mr. Rees. You think it compares favorably with Shakespeare’s books? 

Mr. Daicn. I don’t think that is the question. I think both are eminently 
entitled to publication, exposure to the public. 

The CHAIRMAN. And the book sells for a quarter? 

Mr. Daten. Yes, sir; and Shakespeare sells for a quarter in some editions, too. 

Mr. Burton. Can you find anything in Shakespeare in equal number of pages, 
with as much obscene material as you find in Women’s Barracks in the same 
number of pages? 
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Mr. DaicH. Well, frankly, I don’t know. I go along with the chairman of the 
committee on the difficulty of defining the word “obscene.” It is an extremely 
hard word to define, and it varies with individuals, and if | were to make such a 
listing it would differ from a listing made by someone else. 

Mr. Burton. I grant you that that is perfectly true, but there is a degree to 
which pornographic material can go that leaves no doubt, and I think that can 
be said of many of these pocket-size books; just because something is true does 
not seem to me to be a good reason for publishing it in million quantities, and 
distributing it all over the United States where children can read it. 

Mr. DaicH. Well, it is not sufficient reason in itself, and without literary 
merit certainly would not be enough. 

This statement “where children can read it” I am not aware of any consider- 
able purchase of these books, which apparently your committee objects to, as 
being purchased by children. I would be very interested in having any substan- 
tiation of that. 

Mr. Kearns. You have a way of controlling that, do you not? 

Mr. DatcH. No, we do not. They are distributed to all outlets. 

Mr. Burton. Do you ever request the authors to change the story before ac- 
ceptunce, so that the copy shall contain a greater reference to sex, pornography, 
violence, perversion, or the like? 

Mr. DatuH. Never, to my knowledge. 

Mr. Burron. You do not know of any instance when that has been done? 

Mr. Daticu. No, sir; I would say that the contrary is very often true, and that 
I can furnish, if you would like, supporting letters as written to agents and 
authors in which we ask for revision to take out the kind of material that you 
are referring to. 


Investigations by staff representatives have resulted in finding sev- 
eral cases which establish the fact that in some instances authors of 
stories of the type in question have been told their text would have to 
be changed to meet tle requirements of the publishers for porno- 
graphic content or it would not be accepted. Some authors refused 
to do so, and others for economic reasons accepted the verdict and 
accordingly changed their stories to accord with the demand of the 
publishers to intensify sex episodes, 


Mr. Burton. I would like to ask one question about covers, Mr. Daigh. Are 
the outside covers and front matter of your publications always a true indica- 
tion of what the purchaser will find within the covers? 

Mr. DalcH. Within the limits of what an illustration can do to connote printed 
word content. 

Mr. Burron. Is that a direct answer to my question? 

Mr. DaicH. I think it is the most direct that I can give you. Would you read 
the question again; perhaps I didn’t understand it. 

(The question was read by the reporter.) 

Mr. DAtcH. I am afraid the word that throws me is a “true” indication. It 
certainly is an indication. In illustrating anything, there is certain license 
permitted, a certain job that I, as an editor, wish to call attention to a thing, 
and I use a picture to do it, and the thing that I am selling is behind the picture. 
There is always a correlation. I couldn’t say that it is always a true correla- 
tion nor would that be a desirable state. 

Mrs. Bosone, Mr. Daigh, are you married? 

Mr. Daicu. Yes. 

Mrs. Bosone. Do you have any children? 

Mr. Daigu. Yes; I do. 

Mrs. Bosone. How many children? 

Mr. DaicH. Two. 

Mrs. Bosonr. What are their ages? 

Mr. DaicH. Thirteen and five. 

Mrs. Bosone. And you belong to a church? 

Mr. Daren. I do. 

Mrs. Bosone. Do you attend? 

Mr. DarcH. Better in the winter than in the golf season. 

Mrs. Bosone. I can understand that. 

Is your oldest child a boy or a girl? 

Mr. Daicu. Yes; a girl. 
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Mrs. Bosone. If she were 15 or 18 or 20, would you mind if she read these 
same books that you have read? 

Mr. DaicH. No. In fact, I don’t mind now. I haven't seen her—— 

Mrs. Bosone. At 13? 

Mr. DaiGH. I have not seen her exhibit much interest in them. I have seen 
her look at some, but I have no objection. 

Mrs. Bosone, Could that be the reason that you would not care because she 
would not have any interest? 

Mr. DarieH. No; I don’t think so. 

Mrs. Bosone, I take it she has very good home training, good heritage, good 
environment, so that a normal child may not be interested. Of course, that is 
the thing that perhaps causes a child’s interest or disinterest. But would it be 
that because you would not fear leaving these books around so that she could 
read them? 

Mr. DartcH. No. I have no objection to her appetite carrying her to any of 
these books, and they are available in our home, and if she wishes to read them, 
she may. I have the same attitude toward comic magazines, and permitted 
her to read as many as she could get hold of or wished to read. 


The committee has learned that Women’s Barracks, which Mr. 
Daigh characterized as a good book, is one of several declared to be 
obscene by Judge A. G. McDougall, in Carleton County Court at 
Ottawa, Canada, and their distributor, the National News Co., sub- 
jected to fines totaling $1,100. 

Regarding the book Women’s Barracks by Tereska Torres, Judge 
McDougall’s specific comments were : 


This book, which is fiction, purports to deal with the life of a number of 
French women who enlisted in a French women’s army organization during 
the period of the late war and the action is laid largely in the city of London. It 
deals almost entirely with the question of sex relationships and also with the 
question of lesbianism. 

A great deal of the language, and particularly the description of two incidents 
of unnatural relationships between women, is exceedingly frank. The argu- 
ment advanced before me was that publicity should be given to the question 
of lesbianism in order that it might act as a deterrent influence and in this 
respect would be a matter of public good. The dissemination of such informa- 
tion is no doubt a matter that should receive proper attention from a medical 
and psychological standpoint, but the manner in which the material is presented 
in this book does not comply with those standards in any manner * * * 

In my opinion this book could have no other effect than to deprave and corrupt. 
I find the accused guilty as charged. 


TESTIMONY OF SAMUEL BLACK 


Mr. Black, wholesale distributor of books, magazines, and news- 
papers in the Springfield, Mass., area, is vice president of the Atlantic 
Coast Independent Distributors Association, which consists of 265 
wholesalers in 22 States and the District of Columbia. For the guid- 
ance of the committee, witness described the chain of distribution and 
presented some statistical data for the record. 


Mr. Buack. Well, if Mr. Daigh doesn't mind I would like to correct a few 
figures that he gave this morning. He said that there were about 200,000, as I 
recall, retail outlets, which is just about twice the amount there actually is. It 
is about a hundred thousand in the United States: and he also gave as his 
opinion that there are about 231 titles appearing a year of these small books, and I 
would correct that to about 850 new titles appearing each year. 

As a distributor there are, I think there are, 16 national distributors of reading 
matter in the independent system of distribution and, of course, the branch 
system operation, which is known as the American News Co. 

The American News Co. has branches in most of the principal cities in the 
United States, and if a publisher wants to distribute a book or a magazine or a 
paper or any reading matter, he will go to either the American News Co. or to 
1 of the 16 national distributors for distribution. 
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Rarely, if ever, does an individual make his own distribution. In other words, 
I do business—although I handle thousands and thousands of items, | have only 
16 national accounts with whom I do business or buy this merchandise from. 

They send this merchandise to me and I, in turn, distribute it to the dealer 
who, in turn, displays it, and if there is any unsold merchandise it is then 
returned, and returned back to the publisher. It is just that simple. Basically, 
that is the method used. 

Mr. Burton. Do you select the items you want or are you provided with a 
general selection already prepared by the publisher or by the national distributor? 

Mr. Biack. I select my own line. 

Mr. Burron. Well then, are there any who do not? 

Mr. Buack. There might be some; I would be inclined to believe that there are, 
but I believe any wholesaler who is adamant in his position and stand that he 
will not handle certain publications, does not necessarily have to handle them. 

Mr. Burton. He can avoid handling them if he so desires? 

Mr. Buack. He certainly can. I do; and I know dozens of others that do. 


Mr. Black asserted that as a wholesaler he refused to distribute cer- 
tain publications which he considered detrimental to his own best 
interests or those of his community. 


Mr. Burton. How many retail outlets do you serve? 

Mr. BiacKk. About 3800. 

Mr. Burron. How is your merchandise distributed, that is, by your 
trucks? 

Mr. Biack. By my own equipment, and by my own personnel. 

Mr. Burton. You utilize the mails at all in distributing’? 

Mr. Giack. No. 

Mr. Burton. How is it shipped to you, that is, by-—— 

Mr. Brack. We get it by truck, by freight, by mail, every possible 
communication. 

Mr. Burton. When it comes by truck is it by private truck or does it sometimes 
come by those engaged in—— 

Mr. Brack. Interstate carriers. 

Mr. Burron, Common carriers? 

Mr. Biack. That is correct. 

Mr. Burton. Do the proprietors in the retail outlets select the items in the 
quantities of each which they desire to receive or do you prepare 
from your own selection? 

Mr. BLiack. We prepare most of the shipments, but if any retailer tells us 
that he doesn’t want a specific item we don’t give it to them. 

Mr. Burton. You don’t use any persuasive methods to have him take what 
he does not want? 

Mr. Brack. I have never done so in the past. 

Mrs. Bosonge. Do you know of any other distributor who does, who has a dif- 
ferent type of contract, and who says, “You either take what we send you or 
you don’t take any’? 

Mr. Biack. No; I don’t. You mean from the national distributor’s viewpoint? 

Mrs. Bosone. I do not know from what distributor’s, but I w 
you had any knowledge at all of that type of contract. 

Mr. Brack. I don’t know. I have been in this business, as I say, since 1919, 
and I don't recall or know of a single wholesaler who has ever forced any dealer 
to take any merchandise against their will. Now, there may be one or two 
isolated instances in the hundred thousand dealers scattered over these United 
States, but if they are, they are so minute—— 

Mrs. Bosone. It is not the general policy? 

Mr. Brack. No; it definitely is not. 

Mr. Burton. What becomes of the unsold books and outdated magazines that 
retailers return? 

Mr. Brack. They—the books? There are two different—let us take one at a 
time. 

Mr. Burton. Yes. Let us take it oneatatime. First, the magazines. 

Mr. Brack. The magazines: Invariably we strip the covers, which are called 
headings, and return the headings to the publisher for credit. 

Mr. Burton. This type of book, this soft-covered book. 

Mr. Brack. Those are sent back complete. 

Mr. Burton. Sent back—the entire book? 
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Mr. Brack. That is correct. 

Mr. BurToN. They are returnable? 

Mr. Buiack. Yes. 

Mr. Burton. You spoke of certain books that you did not handle. 

Mr. Buiack. Yes, 

Mr. Burron. Would you tell us why you do not handle those, as far as——- 

Mr. BLack. I believe it is obvious. I don’t think that I would care to handle 
that type of merchandise. 

Mr. Burron. Is it the content of the book that you do not like? 

Mr. BLack. Cover, content, titles; say that the books generally are objec- 
tionable. 

Mr. Burton. What is the character of the complaints, that is, what is the 
predominant cause? 

Mr. BLack. Well, someone has complained that the book is, in their opinion, 
lewd, lascivious, or obscene, and it shouldn’t be displayed where minors can see 
it or buy it. 

Mr. Burron. What type of book is usually involved in the complaints of that 
kind? 

Mr. Brack. Mostly the picture books. Picture books, girlie books, so-cal.ed; 
“cheese cake,” I think was the way you referred to it. 

Mr. Burron. Do you have any complaints about any other publications besides 
those? 

Mr. Buiack. We have had occasional complaints about a pocket-size book. 

Mr. Burton. What is the basis of that complaint, as a rule? 

Mr. Biack. Some indecent passages, words, situations. 

Mr. Burron. You, no doubt, have read some of these pocket-size books, and 
are familiar with the character and the content. You know that obscene lan- 
guage is used. Can you comment upon that? 

Mr. Biack. Do you want me tg name a few names, is that what you want 
me to do? 

Mr. Burton. I would be glad to have you do that or comment generally on 
what your objection is based. You have been a severe critic of much of the 
literature that appears on the newsstands. 

Mr. Brack. Well, let me name a few of the books that I did not distribute, 
and maybe that would answer the question so far as the magazines. 

Mr. Burton. It would help. 

Mr. Brack. I do not distribute Good Humor, Picture Follies, Candid Whirl, 
suddies, Fun Parade, Whisper, Beauty Parade, Eyeful, Wink, Jones’ Laugh 
300k, Photo Arts, Paris Models, Keyhole, Man’s Life, Zowie, Show, Foo, Frolic, 
Gala, Jest, Joker, Peep Show, Mirth, Nifty, Pack O’ Fun, Pepper, Sexology, 
Smiles, Stare, Wham, Zip, Sex Guidance, and Paris Life. 

Recently, to quote just one book that I did not distribute and wouldn’t handle, 
was the Revolt of Mamie Stover. I did not handle that, wouldn’t put it out. 

Mr. Burton. Who published that? 

Mr. Biack. I don’t recall at the moment, but it was a book that I wouldn't 
handle and it didn’t go out. 

Mr. Burron. Can you name any of the books about which you have had 
complaints? 

Mr. Brack. Yes. Don’t Touch Me, by MacKinlay Kantor. Now, MacKinlay 
Kantor is a well-known author, a pretty good, well-known man, but I got a few 
complaints about the book just after it went out, and I immediately pulled it off 
Sale. 

Mr. Burton. That book was published by Bantam Books? 

Mr. Brack. I believe it was. We didn’t put out City of Rome, I don’t know 
who put it out. 

Mr. Burton. City of Rome? 

Mr. Brack. Yes, and The Woman of Rome, also. The Woman of Rome, I think, 
was written by Moravia. 

Mr. Burron. I think that is right. I will tell you in just a moment. The 
Woman of Rome, by Albert Moravia, a Signet Book. 

Mr. Buiack. That is right. 

Mr. Burton. Put out by the New American Library. 

Mr. Brack. And we did get complaints by some of the people, and this might 
start a controversy, of I, The Jury, Mickey Spillane’s book that was withdrawn 
from sale. 

Mr. Burton. That was withdrawn from sale? Those are pocket-size books. 
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Mr. Brack, That is right. 

Mr. Burton. Any others, Mr. Black? 

Mr. Back. Well, I mentioned the magazines. 

Mr. Burton. Yes, you did mention the magazines, but I mean pocket-size 
books. 

Mr. Brack. I don’t recall any at the moment, because if I were to handle some 
of the books that were mentioned by publication title here, then I could have 
given you a list of maybe hundreds of them, but I don’t handle them, so I 
couldn’t withdraw them, not having put them out. 

Mr. Burton. Have you ever passed these complaints along to the publisher 
or the national distributor who provided you with the item? 

Mr. Brack. Yes. In the case of Don’t ouch Me, I told the publisher that I 
didn’t think I should handle it, and he said, “Well, in my opinion, there wasn’t 
anything wrong with the book,” but if that was my conscientious feeling, he would 
abide by it, and pull it in, which we did. 

Mrs. Bosone. Who was the publisher of that? 

Mr. Biack. That is a Bantam book. 

Mr. Burton. First of all, have you ever known of any distributors or whole- 
salers who have been convicted of handling obscene books? 

Mr. Brack. Yes. 

Mr. Burton. Do the publishers ever take any part in it, that is, do they defend 
them or pay the fines? 

Mr. Buack. It is my understanding that they pay the fines and pay for counsel 
fees. 

Mr. Burton. They pay both counsel fees and fines? 

Mr. Biack. That is my understanding. 

Mr. Rees. You mean if a distributor gets in trouble for selling the books, that 
the publisher comes along and pays his fine and also pays his attorney’s fees? 

Mr. Brack. That is true. 

Mrs. Bosone. What about the dealer? 

Mr. Brack. Same thing. 

Mrs. Bosone. If he gets in trouble, who pays the expense, the publisher? 

Mr. Brack. The publisher. Of course, our objection is even though the pub- 
lisher, as I stated in my address at Florida, even though the publisher does pay 
the fine, and then he pays the expenses, it is the wholesaler that does bear the 
disgrace and the stigma of the arrest, and all the unfavorable publicity that 
results. That is the unfortunate part of the whole thing. 


An address entitled “This Literature We Distribute” was delivered 
by Samuel Black, vice president of the Atlantic Coast Independent 
Distributors Association at their convention in April 1952 at Holly- 
wood Beach, Fla. Among other things he said: 


Frankly, there is no real justification or excuse for much of the material we 
are distributing. It is imperative that we free ourselves, without delay, from 
the constant fear that haunts us every time we put out a pocket-size book which 
causes one to wonder what manner of diseased mind can contrive such tripe; 
with covers that continually are becoming more and more revealing, and in 
many instances have little relation to, or bearing upon, the subject matter; 
or magazines, so called, reeking with articles on sex and undraped women that 
have reached a point of undiluted, disgusting obscenity; fact-detective maga- 
zines that depict murder and the most horrible of crimes with revolting photo- 
graphic detailed—posed, of course. 

Many of these magazines, in addition, carry advertising of a nature so ob- 
jectionable and personal that we would not, under any circumstances, want our 
own children to be exposed to it. 

I hate this business of being forced to decide which publications shall or shall 
not be given distribution, but if the publishers continue to shower me with 
this avalanche of filth, I have no alternative than to adopt whatever measures 
are left for me—and that is to refuse to distribute this questionable material. 


(See appendix for text in full.) 

Asked for an expression of his views as to a method of stopping the 
flow of obscene literature, Mr. Black declared that it was a most diffi- 
cult but not insurmountable problem; if prodded sufficiently the in- 
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dustry, by voluntary self-regulation, could solve the problem in its 
own way, and do a better job | than would be done by the imposition of 
legal censorship; but he expressed doubt that all publishers would get 
together. 


TESTIMONY OF ROY E. BLICK 


Inspector Blick, of the Washington (D. C.) Metropolitan Police 
Department, handles “vice, sex perversion, and pornographic litera- 
ture.” In the last category, police action is initiated only on receipt 
of complaints. 


Mr. Burton. Can you give the committee an idea of what type material or 
literature you have to cope with, for the most part? 

Mr. Brick. For the most part what we have to cope with is stuff that is sold 
under the counter, as you would call it, or in behind closed doors. 

Mr. Burton. That is the type which is commonly known as, per se obscene, that 
is in violation of the laws that are established; is that true, and are really without 
question ? 

Mr. Bick. Yes, sir. 

Inspector Blick expressed the opinion that with greater available 
funds and a consequent augmentation of staff, his department could 
operate much more effectively in controlling the trade in pornographic 
material within the District of Columbia. The inspector told the 
committee that his efforts were hampered by the fact that Federal law 
does not restrict the transportation of obscene matter from the States 
into the District by private conveyance or on the person. (S. 27, 82d 
Cong., was designed to remedy this defect. ) 

Inspector Blick was strongly of the opinion that if tr ansportation of 
such material in interstate commerce were made a felony instead of a 
misdemeanor, the work of law-enforcement agencies would be made 
much more effective in the suppression of obscene books, magazines, 
and the like. 


TESTIMONY OF VICTOR OTTENSTEIN 


Mr. Ottenstein is an officer of the District News Co. which operates 
as a local distributor and wholesaler of newspapers, magazines, pocket- 
size books, and comics in the metropolitan area of W ashington, which 
includes nearby Maryland and Virginia. 

The company serves about 720 newsdealers, drug stores, newsstands, 
and variety shops. 


Mr. Burton. Do you handle all of the different lines of pocket books, or only 
certain ones? 

Mr. OTTENSTEIN. Only certain ones. 

Mr. Burton. What ones do you handle? 

Mr. OTTENSTEIN. We handle pocket books 

Mr. Burton. Pocket Book Publishing Co., Inc.? 

Mr. OTTENSTEIN. Yes, sir. 

Then, we handle Bantam books: Signet books; Perma books 

Mr. Burton. Signet books are put out by the New American Library of Litera- 
ture; are they not? 

Mr. OTTENSTEIN. Yes, sir. 

Mr. Burton. What is the other one? 

Mr. OrrENSTEIN. Gold Medal books. 

Mr. Burron. That is put out by Fawcett Publications? 

Mr. or They are published by Fawcett. 

Mr. Burton. Can you give us any information about the extent of the sale of 
seas size books in this area? 

Mr. OTTENSTEIN. Well, we sell, in the lines we handle, about a quarter of a 
million books a month. 
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Mrs. Bosone. What? 

Mr. O17 TENSTEIN. A quarter of a million books a month. 

Mr. Burton. Two hundred and fifty thousand copies a month of the pocket- 
size books? 

Mr. OTTENSTEIN. Yes, sir. 

Mr. Burton. Now, of those 250,000, what types of stories predominate? 

Mr. OTTENSTEIN. Well, mystery is one of the biggest fields, of course. Erle 
Stanley Gardner is the biggest mystery seller, and we sell—Washington hap- 
pens to be a class town, and we sell quite a bigger proportion of the better publica- 
tions, the Cardinal books, the 35- and 50-cent books; we sold a good deal of 
Mentor books, published by the New American Library, and they are all classics 
and nonfiction. 

Mr. Burron. Now, what can you tell us about the extent of the sale of that 
type of book, the novel and the detective story ? 

Mr. OTTENSTEIN. Well, they sell fairly well, this line. 

These books right here all are Gold Medal books, which is one of our smaller 
selling lines. There is not as much demand for these books in Washington 
as there is for the original Pocket Books, or for Bantam books, or for Cardinal 
books, or for Signet books. 

Mr. Burton. You say there is not as much demand in Washington? 

Mr. OTTENSTEIN. This is the smallest line of books we have, the Gold Medal 
books. 

Mr. Burton. Well, of the 250,000 pocket-size books that you sell in Wash- 
ington, how many are represented by the novel or detective story, the type we 
are discussing here? 

Maybe vou can give us a better understanding. Could you give it a better 
designation than I? 

Mr. OTTENSTEIN. We don’t break the sales down as to whether a novel is a 
mystery, a romance, or nonfiction. 

Mr. Burton. You don't? 

Mr. OTTENSTEIN. Our sales figures are based entirely on how many of this 
line we sell, and how many of that line we sell. 

Mr. Burron. You also sell the Red Seal, by Fawcett, as well as the Gold 
Medal? 

Mr. OTTENSTEIN. Yes. 


Mr. Ottenstein denied any activity along the line of tie-in or forced 
sales. Asked whether his company had received any complaints 
against the obscene contents of any books it sold, he replie od: 


Mr. OTTENSTEIN. Well, most of the complaints come from church organiza- 
tions or parent-teacher associations or other civic groups who tell us that they 
feel that certain publications are objectionable, and could they come down and 
talk to us. 

Well, we are always available, and we discuss what their objections are. 
If they are valid, we will put the magazine off sale. 


Mr. Ottenstein expressed approval of that portion of Samuel 
Black’s views read into the record earlier in the day, particularly 
concerning the capability of the publishing industry to police itself 
and clean up the serious situation within its ranks. 


Mr. Burton. I would like to say here, in examining an enormous number of 
books, our staff has found that they now deal with narcotics, and deal with 
them in such a way as to almost provide an inducement to those who read 
them. 

They describe the pleasures of narcotics, how to use them, how to use the 
needle; they expand upon homosexuality, and one book advises or supports 
polygamy, and any number of books deal with lesbianism and nymphomania. I 
have the names of them here. Now, can you say there has been any decrease 
in that type of pocket-size books? You said it was taking care of itself. I 
think you indicated it might be taken care of by the industry. 

I know the number of titles has increased that have been put out by these 
various publishing companies. 

Mr. OrreNsTEIN. They haven't increased too much recently. 

Mr. Burton. Have they increased at all in the last 5 or 10 years—have they 
increased ? 
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Mr. OTTENSTEIN. Certainly. Ten years ago or twelve years ago there was no 
such thing as a pocket-size book. 

Mr. Burton. This has grown up in the last 10 years, this type of book? 

Mr. OTTENSTEIN. Yes, sir. 

Mr. Burton. And can you definitely say there is any decrease in the number 
of titles recently? 

Mr. OTTENSTEIN. Well, I wouldn’t say there is a decrease, but I think it is 
stabilizing itself now. 

Mr. Burton. You think the public is becoming more conscious of it, and there 
is more protest about it? 

Mr. OTTENSTEIN. Well, I couldn't tell you that. I don’t know. 

Mr. Burton. I am going to read this one thing, just to carry out what I said. 
We examined this book recommending narcotics. The title is “Marijuana Girl.” 
It even has a glossary of the jargon used by dope peddlers and their customers, 

The noble motives ascribed to the author are not manifest in the book he 
wrote. 

The first lesson in marijuana smoking begins on page 37: “Wonderful feel- 
ing” is the way it is expressed. 

The second lesson is a dissertation on the marijuana “charge” versus heroin, 
which begins on page 60. 

It is followed by a description of how to “sniff the stuff,’ on page 61; again 
in great detail on page 89, using the words “She was so-o- happy after using it.” 

Now, there is more about marijuana on pages 92, 93, and 94. 

The third lesson is the grand climax, and tells in detail how to load and apply 
the hypodermic needle. This‘leaves nothing to the imagination, and that is on 
pages 96, 97, 98, and 115. 

iiven the eventual effects of drug addiction are made to appear not so very 
unattractive by artful manipulation of the imagination. The analysis of the 
book was directed chiefly to narcotics, but that should not be construed as 
implying that it is not replete with lewdness and vulgarity. That is simply an 
analysis we made. That is exactly the type of book to which, or one of the types 
of books to which, there is so much opposition, and you didn’t see that 5 or 10 
years ago, did you? 

Mr. OTreNSTEIN. Well, I don’t see too much now, because I don’t read this. 

Mr. Burton. I am not speaking of what you read. You made a remark a few 
minutes ago that this has increased because there was no such thing as pocket- 
size books 5 or 10 years ago. 

Mr. OrrenstetN. Certainly there are a number of titles published now. 

Mr. Burton. That is what I wanted toknow. Thank you very much. 

Mr. OTTENSTEIN. You asked Mr. Black if the association took action. We take 
action as individuals, and our job is to see, in Washington, that we do not dis- 
tribute objectionable publications, in part, but to educate our brother wholesalers 
so that they might follow the same pattern. 

Mrs. Bosonr. Have you ever in one of your conferences or conventions passed 
a resolution incorporating your ideas and sending that resolution to the big 
distributors and publishers? 

Mr. OrreNSTEIN. No; it would not be a resolution. In informal discussions we 
might talk about it or any presentation like Mr. Black made. 

Mrs. Bosone. Certainly there isn’t any law against that, if you want to make 
some suggestion, to take some action. 

The CHATRMAN. It was stated that six or seven of these were not distributed 
by you, but were cast aside, in answer to a question by Mr. Rees of Kansas, and 
that you arrived at the conclusion not to distribute that particular type of book 
by reading the flyleaf or the back leaf on the book. Did I understand you to 
say that? 

Mr. OTTENSTEIN. NO; that is, what we base our opinion on is the format or 
what plug they have on it, what brief they have on the book. 

The CHatrRMAN. Right on the book? What I am trying to get at is, right on 
the back of one of those books, where there is a little synopsis to give you an 
idea what you are buying. Do you generally read that? 

Mr. OTTENSTEIN. Yes; we try to; we don’t read them all. 

The CHAIRMAN. Was that as far as you went on those six or seven books, 
just by reading some paragraph or two? 

Mr. OTTENSTEIN. Yes; generally. 

The CHarrRMAN. On the back, or the fly leaf? 

Mr. OrreNsTEIN. That is about right. 
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TESTIMONY OF REV. THOMAS J. FITZGERALD 


Father Fitzgerald of Chicago, Ill., was the first witness to appear 
before the committee on the second day of its open hearings, December 
2,1952. The salient features of his testimony follow, in condensation: 


I am testifying here today as a representative of the National Council of 
Catholic Men, a federation of Catholic men’s organizations who, through many 
years have been intensely interested in the problem of objectionable and obscene 
literature and who have actively carried out a program of action on a local 
level, seeking to eliminate obscene literature from the homes of America. In 
carrying out this program of action against objectionable literature, the National 
Council of Catholic Men has worked in close cooperation with the National 
Organization for Decent Literature. 

The program of action in the tield of objectionable literature carried out by 
the National Council of Catholic Men and other Catholic organizations through- 
out the country is based on a code against which magazines, pocket-size bovuks, 
and comies are judged. 

Publications are listed as objectionable which— 

1. Glorify or condone reprehensible characters or reprehensible acts; 
2. Contain material offensively “sexy” ; 

8. Feature illicit love; 

4, Curry illustrations indecent or suggestive, or 

5. Advertise wares for the prurient-minded. 

The NODL publishes each month, as a guide to individuals and groups who 
desire to take steps to minimize or eliminate the damage caused by objectionable 
literature, a list of objectionable magazines, pocket-size books, and comics. 

No one can accurately estimate the incalculable harm that is being done to 
American society by the deliberate publication, widespread distribution, and 
open sale in food markets, drug stores, newsstands, and many other retail outlets 
of literature that appeals to the lowest instincts of man. 

I should like to limit my formal testimony before this committee to a few 
suggestions that might help to stop the flood of objectionable comics, magazines, 
and pocket-size books. They are: 

1, The most logical means to control the problem would be for industry 
itself to establish a code with the cooperation of religious, civic, and educa- 
tional leaders. This code would act as a guide to an industry reviewing 
board similar to that used by the motion picture and television industries. 

2. We also recommend that the committee take steps to create an in- 
formed and alert public opinion among all civic-minded groups. It is sug- 
gested that the national officers of such organizations as the National 
Council of Catholic Men and the National Council of Catholic Women, the 
Parent-Teacher Associations, the Girl Scouts and Boy Scouts, the Kiwanis, 
the Rotary, the Lions, the General Federation of Women’s Clubs, ete., be 
invited by the committee to view the publications that have been submitted 
and their cooperation asked at the local level to make sure these types of 
publications are not available to our youth. 

In closing, I congratulate the committee and its staff on the serious approach 
that it has taken thus far in conducting its investigation as well as on its 
eminently reasonable attitude. 

It would be most unfortunate indeed if this honest inquiry into such a serious 
matter were to be distorted by press, radio, or television into an attack on 
freedom of the press. The question here is not one of freedom but one of license. 

I think it was Justice Oliver Wendell Holmes who made the famous statement 
that freedom of speech does not entitle a person to shout “fire” in a crowded 
theater. 

I firmly believe that the majority of the people in the industry feel very 
strongly about this particular subject, as we do. They feel that the industry 
is getting a bad name as a result of the work of a few in the industry, and just 
as the movie industry, the television industry, as a result of the same type of 
evil, you might eall it, creeping into the industry, did something about it, I feel 
that if these men were approached, and a reviewing board was suggested to them, 
and they were to have a series of meetings about this particular subject, that 
they would work it out. 

After all, you have got a czar in baseball; you have got a czar in pro foot- 
ball, just to keep those two sports from having any reflection on their integrity: 
and why shouldn’t you have some sort of a reviewing board similarly in this 
particular field that would protect the honest publisher? 
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The police commissioner of Chicago says that the recent increase in sex 
and rape crimes is directly attributable to the influence of lurid magazines and 
comics. The juvenile court judges in Minnesota have issued an approved read- 
ing list for young people. They feel it is part of their job to get indecent publica- 
tions out of the youngsters’ sight and touch. 

You mention that I didn’t recommend Federal censorship. I don’t think 
that is really in the spirit of true Americanism, at least, until every other means 
has been exhausted to protect our children; and you notice I am only interested 
in our children in this matter; that is what it is all the way through. 

I think, as I mentioned to Congressman Rees, that there are more than 
enough right-thinking and decent-minded men in the industry itself who are now 
cognizant of the problem and who are eager to do something about it, but are 
casting around for a place to anchor and get started, and I think, as I say, thar 
they should be given the privilege of seeing what they can do about it before 
even any thought be given of any Federal censorship. 

Mr. Burron. Our study—that is, by the staff—has resulted in classifying the 
subjects of the pocket-size books, and they fall into such groups as narcotics, 
such as a description of the use and effect of narcotics as to be almost an 
inducement to prospective addicts. 

We find a number of articles on homosexuality: we find one even advocating 
polygamy and we find a number of perversion subjects, such as lesbianism, and 
we find a good deal on the subject of nymphomania. 

Have your studies shown whether or not the subjects which I bave mentioned 
have come into the pocket-size field more and more in recent years? 

Reverend FrrzGERALp. Yes, they have. 

Mr. Burron. There is no doubt in your mind, I take it, Father, from your state- 
ment and from what you have said here, that the content of these books that we 
have been discussing has an effect upon the juveniles who read it? 

Reverend F1rzGerRaLp. Yes. 

Mr. Burron. That is your opinion? 

Reverend FirzGeravp. I feel it very definitely; yes. 

The CHAIRMAN. We are grateful to you, Father Fitzgerald. 

Do you have any additional information? 

Reverend FirzGeraLp. Mr. Francis Nally, who is president of the Council of 
Catholic Men, has asked that I read this statement that was prepared by the 
executive committee in a meeting last week, and he has amended it now so that 
it will be current. 

“It has already become evident after the first day of these congressional hear- 
ings that many of the newspapers of this country are adopting the policy of 
ridicule in reporting on the work of this committee. It ill becomes the free press 
of this country which is presumably devoted to the public welfare to look upon 
one of the most serious moral evils of our times and to report it in the jeering 
terms of those who have lost the ideals that have made America free. 

“The most precious heritage that we have is our children. We would protect 
them with our lives if need be, yet some editors and some reporters can see 
nothing but humor in permitting the distribution of a poison that is so lethal 
in its content that it can destroy not only the whole fabric of American society 
but wreck the lives and souls of our children. 

“The National Council of Catholic Men calls upon the press of this country to 
treat the work of this committee with the seriousness and the dignity that the 
problem it is investigating requires. Our request, we know, tinds its response in 
the hearts and homes of all decent, moral American mothers and fathers.” 


TESTIMONY OF MARTIN SCHEER 


Mr. Scheer is president of Eugenics Publishing Co., Inc., and of 
Personal Books, Inc. (two closely affiliated corporations engaged in 
promoting the sale of unillustrated books on sex life, maladjustment 
in marriage, and proper conduct in marriage). The controlling stock 
interest is held by Joseph Lewis, of Purdy, N. Y. 

Mr. Scheer stated that their clientele had been built up over a num- 
ber of years by circularizing, using their own mailing lists and those 
hired from list brokers. He assured the committee that it was always 
stipulated that mailing lists hired from brokers must contain no names 
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of minors, but admitted that he had no way of knowing whether this 
part of the agreement was carried out by list purveyors. His adver- 
tising circulars and order forms state specifically that all purchasers 
must be over 21 years of age. Eighty-five to 90 percent of deliveries 
are by direct mail. 

The committee was not so much concerned with the contents of the 
books themselves as with the adve rtising copy, some of which was defi- 
nitely of the “come-on” or “sucker bait” variety. For example, a pic- 
ture of Rodin’s statue The Kiss was the “eye catcher” for Love, the 
Science of Sex Attraction, published by Personal Books, Inc. This 
sort of thing was certainly not calculated to attract the patronage of 
doctors, nurses, attorneys, and clergymen who allegedly form such a 
large segment of their clientele. 

Mr. Scheer presented a number of letters praising recommend- 
ing various of his books. The most impressive were written 16 to 20 
years ago. Neither company has published a new ie for years. 


TESTIMONY OF MAX SHAPIRO AND HIS ATTORNEY, JACK LAS 


Max Shapiro is president of the Cadillac Publishing Co., Inc., which 
also operates Vala Sales, Inc., and the Kenmore Publishing Co.. Ine., 
a mail-order house, all in New York City. The only stockholders are 
deponent and his brother Louis Shapiro. Cadillac sells its publica- 
tions through wholesale distribution channels, indirectly to stores 
through advertising, and through direct mail. The last is accom- 
plished through cireularizing with the aid of mailing lists obtained 
from list brokers. 


Mr. Burton. Do I understand, then, that what you do is to go to a list broker 
and te I him what kind of a list you want? 

Mr. Suaprro. That is right. 

Mr. Bl RTON. What precautions do you take against minors purchasing the 
type of books that we have just seen? 

Mr. SuHaptKo. Well, firstly, in order to take every reasonable precaution so 
that literature is not sent to minors, we do specify that no minors should be on 
the list. If there is any question of minors being on the list, they are to notify 
us, and if we have any idea that minors are on the list, we do not send any 
circulars out. 

One of our sources is called the National Birth Record Co., and they are a 
compilation of women, married women, who have given birth, compiled from 
hospital records, birth announcements, and other sources, so that we know that 
they are Mrs.’s, that they are married, that they are adults. 

Mr. Burton. Movie Life is a magazine that caters to teen-agers who presum- 
ably are not seeking scientific enlightenment. Just why do you advertise books 
of this kind in a movie magazine? You have two full pages here, and I think 
they cost around $1,000 apiece, if I am not mistaken. 

Mr. SHAPIRO. I don’t know the cost of those ads. 

Mr. Burton. I do; it is about $900 per page, and you have two pages here, one 
advertising Sex Facts for Adults Only, but it is in a movie magazine, Movie Life. 

Mr. SHapriro,. As to the advertising policy, the advertising media are selected 
as are the mailing lists, on a test basis, and space is purchase d on the basis of 
results, and I have a list of the media used, which would include such magazines 
as the Journal of the American Medical Association, the Journal of Social Case 
Work, Pastoral Psychology, Pulpit Digest. the Texas Ranch and Farmer, Blum’s 
Almanac, Grier’s Almanac, Farmer’s Market, the Herald-Tribune newspapers, 
Hillman Detective, Hillman Romance, Hit magazines. 

It may be said that a few of the media above listed are flamboyant, have a 
romantic appeal. Some of them may be said to be of the type read by persons 
desiring vicarious erotic experiences. 

This matter has received considerable consideration by Cadillac. To put the 
matter bluntly, Cadillac has had to deal with the possibility that it might be 
considered to be pandering to the salacious and evil-minded. 
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If by chance depraved persons should be among the subscribers reached through 
such magazines, the books offered by Cadillac cannot possibly hurt them. They 
could, on the other hand, give such people an insight into their own trouble, and 
probably help them. 

Mr. Burton. That is the statement prepared by your counsel to submit to 
the committee? 

Mr, SHaptro, Yes; it is. 

Mr. Burton, I think that covers sufficiently what we want to know about that, 
but I still do not understand why you take two full-page advertisements to adver- 
tise Sex Facts for Adults Only, and put the ad in a movie magazine; and you have 
one for Sex Life Only and Illustrated Sex Facts. Those are the two things you 
advertise in this magazine. Just why do you put it in a movie magazine? 

Mr. SHaprro. Well, I think I have covered that in the statement that we made. 

Mr. Burton. You feel that is covered in the statement that you just made? 

Mr. SHapreo. I think so. 

The CHAIRMAN. You feel that a good many of these magazines are sold to 
juveniles? You do know that Movie Life is bought by teen-agers? 

Mr. SHAPiIxo. Not that I know of. 

Mr. Burton. There is no contention here that the books themselves are not 
authentic. It is the method of advertising and the use of the language in the 
advertising which is subject to criticism. 

For instance, the photographs are emphasized out of all proportion to the read- 
ing matter and, as we have repeatedly said here, there seems to be an appeal to 
the minor, and it would seem that the conveying of knowledge to minors should 
rest in the home rather than in a company that seeks to make profit from the 
sale of the books of this type. 

Mrs. Bosone. Wouldn't you say you are putting the publication or the publica- 
tions in the wrong light when you advertise, as you have, in this movie magazine? 
You know darned well that you are attracting the young mind, and the love- 
sick mind, and the sensational mind, and the mind that loves glamor, all tied 
in with sex, not to educate that mind, but to sell a book? 


Mr. Shapiro stated that his gross sales for all companies for 1951 
were $215,000; in 1952 they were $595,000 (90 percent through the 
mails). 


TESTIMONY OF HERBERT W. CASE 


Mr. Case is the inspector in charge of the license and censor bureau 
of the Detroit Police Department. This bureau passes upon the pro- 
priety of books, magazines, and comics offered for public consumption 
within the city of Detroit. The bureau has other duties also, none of 
which are pertinent to the scope of this investigation. Inspector Case 
has served in the Detroit Police Department for 22 years. 


Mr. Burton. You are charged with the responsibility of enforcing the pertinent 
statutes and the prevention, sale, and distribution of obscene material, among 
other things? 

Mr. Case. Yes, sir; we are. 

Mr. Burron. Under what statutes do you operate? 

Mr. Case. We operate under the State law, insofar as the literature is con- 
cerned; that is, the books, periodicals, magazines, and so forth, pictures, and 
primarily we use section 343 in its entirety for that purpose. 

We also use our city ordinances, one of which is chapter 137, section 8 of the 
Disorderly Persons’ Act for novelties, obscene novelties, and so on and so 
forth, and the public entertainment ordinance, of course, refers to the motion 
pictures that are submitted to us. 

Now, about 5 or 6 years ago, we were successful in getting through an added 
section called 345 (a). I appeared before the judiciary committee over there, 
and it passed both houses and became a law, I think, about 6 years ago, and 
that is wherein any person Shall be adjudged guilty a second time of the viola- 
tion of any of the provisions of 343, 344, and 345 of this chapter, the offense 
being charged being a second offense, shall be guilty of a misdemeanor, punish- 
able by imprisonment in the county jail or house of correction for not more than 
a year or by a fine of not more than $500, and any person adjudged guilty a 
third or subsequent time of a violation of any of the said sections, shall be guilty 
of a felony. 
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Now, that was passed for the simple reason that in many instances in Detroit 
we would have the same operator charged over and over again. Sometimes the 
place made more money while he was in the house of correction for those 60 
days than he did when he was out. So that has put quite a bit of teeth into it; 
at least it is a lever that we hold over them. 

Mr. Burton. That has been effective then? 

Mr. Case. Oh, yes, it has been effective ; yes, sir. 

A literary censor bureau was established in the Detroit Police Department 
in 1937. This group was absorbed by the detective bureau in 1941, and in 1948, 
a separate group was created to handle the problem. 

Mr. Burron. What was it that precipitated the creation of a special bureau 
to handle these matters? 

Mr. Case. Well, in the beginning we had these stands which were completely 
saturated with questionable materials, both sexed-up covers and so on, and 
the great number of complaints we received necessitated the organization of 
such specific bureau. 

Mr. Burron. That resulted from an increased number of complaints with 
respect to pocket-size books? 

Mr. Case. Yes. It resulted in several various phases of it. That was one of 
them. There was a new type of merchandise coming into existence. Our 
pocket-size—what you call pocket-size books, there was extensive distribution 
of pornography in which we have been working with the various bureaus, quite 
a demand on cooperative efforts on our part, which necessitated a great deal 
of time, and there were a lot of things happening, and it was decided that we 
would assume all of these and correlate them all into one head. That Was in 
1948. 

Mr. Burton. Prior to what you might call the comic book situation then, 
your office was primarily concerned with complaints as distinguished from pre- 
ventive police methods? 

Mr. CAseE. That is very true; that is very true. In the beginning we started 
out with two officers and a sergeant, I might add, in 1037. 

Mr. Burton, What was the final result of this comic-book situation; were the 
distributors or dealers prosecuted % 

Mr. Case. No. There was a definite threat of prosecution. 

Let me explain it this way: We have about 300—at that time we had pretty 
close to 380 titles of comic books being distributed in the metropolitan area. 

Now, to give you a rough idea of what that would amount to in numbers, the 
average drawer would be approximately 7,500 per title, and you would multiply 
that by 380 and, I think, it will run pretty close to 244 million comic books that 
were being distributed in the metropolitan area. 

Now, the complaints—and, of course, we had many specitic cases where they 
displayed or portrayed crime and the criminal, glorified crime, bloodshed, lust, 
and especially tortures of various types. 

We had the parents and various groups come to us with complaints, and it was 
necessary that we screen these 8S0 titles, with the ultimate result that we had 
about 80 of those that we submitted to the Wayne County prosecuting attorney's 
office wherein we felt there was a violation of the law, according to section 343. 

Out of that, I think there were 48 that were judged definitely by the prosecuting 
attorney to be a violation of our State statute. 

We then informed the distributor, that is, the wholesaler, who, in turn, 
notified the publisher, that they were in violation of our State statute, that 
they would have to be withheld from circulation, or they could be defended in 
court, as the case may be, in a test case, and such a test case had. The result 
was that they were withheld. 

Mr. Burton. What was the long-range—what were the long-range effects that 
resulted from this situation? 

Mr. Case. Well, the over-all picture does show—well, let’s put it this way: I 
have a few things here. Some of the publishers sent in advance copies to us. 
One group, the Marvel group which put on around 30 or 40 of the various titles, 
retained a very well-known M. D. in New York to pass upon the psychiatric 
phases of it, what effect it would have on children; a definite effort was made 
on the part of a great many of them to eliminate this blood; in other words, 
they used to have a figure—they would describe hangings and show hangings, 
silhouettes ; they would show a body in a pool of blood. 

If there was a shot going through the body, there would be groans or manifesta- 
tions of anguish, and showing blood trickling down from the wound, all these 
different things, and you also had a comic book which would show how to commit 
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a crime. In the end, of course, it always shows that crime does not pay, but 
usually in there it would show an individual who was weak or susceptible how 
to actually commit this thing, this felony, this hold-up, or something else. 

Then you have another type of a comic in which they would tie people to 
stakes and shove spears through them and torture them. 

We had an instance where a young boy in Detroit lost his eyesight. They 
were playing a little game in the back yard, and they copied this pit where the 
stakes were, and the kid fell and lost his eyesight. It was a very untortunate 
thing. 

We had another comic book which had nothing objectionable to it, but by the 
same token it was Porky Pig, and there was a 5-year-old girl who was going 
to hang her 3-year-old brother. She had him standing on some suitcases and 
the suitcases fell over, and it was nearly a tragedy, so it shows that children in 
their formative stage of mind do copy these things. 

Now some of these publishers went to a great extent; they procured this lady 
here, Mrs. Jean Thompson. She has a great many degrees. She was with the 
Rockefeller Foundation, with child psychiatric work, and was with the medical 
staff of Vassar, and all of that. There are two pages here of her recommenda- 
tions, but there is one very important thing to us; that was, she has three 
children, a girl 16, a boy 13, and a boy 10. The attorneys for the corporation 
sent me this, and it does show that they can make the eliminations, and in the 
long run eventually complaints dropped off. 

They did make a lot of deletions; they cleaned up a lot of them to the point 
where the complaints did drop down. 

Mr. burton. And you did find that it was possible to get cooperation if the 
proper approach was made? 

Mr. Case. Oh, yes, it is possible ; yes, sir. 

Mr. Burton. Later was this approach on the part of the Detroit distributors 
extended to any other materials? 

Mr. CASE. Yes. 

Mr. Burron. Such as magazines and pocket-size books? 

Mr. Case. Yes, it was; and it is still being done. 

The pocket-size magazine, the pocket-size book, didn’t carry too much of a 
problem with us until subsequent to the comic problem. 

Mr. Durron. About what date was that, Inspector? 

Mr. Case. The great amount of complaints started coming in to us on the 
pocket-size books the latter part of—well, I would say—1950, at the beginning 
of 1950, and they gradually grew in amount until 1951 it was necessary that we 
start screening these and, of course, I should mention the fact that we catalog, 
started cataloging, these books in a certain manner, and with a cross-index 
filing system on the excerpts, and the cards. 

Now, in 1951 we called in—we have two distributors in Detroit. We called 
in the one independent distributor—the other is the American News Co.—and 
on one we had voluntary cooperation which, naturally, is the ideal method of 
suppression of this type of material, and the other was forced. 

We called them in, and we threatened prosecution in one instance, in view 
of the fact that we could not very well say to the one who was cooperating that 
he could put it out, and the other one can’t. We had them in a conference with 
the Wayne County prosecuting attorney’s office, and there they voluntarily 
agreed to submit to us for inspection the pocket-size magazines before 
distribution. 

It became necessary that we undertake a terrific job to screen those things 
with a very small staff of men. Now, it is far from being foolproof. We do 
screen them through, in what we call skimming off the filth, so to speak, at the 
top, with the result that we have books placed in three categories: One, which 
have been approved, read by us and approved, with the name of the distributor, 
the name of the author, and the date submitted for distribution in the city. 

Then we have one which is partially objectionable, that is, one which we might 
object to in part or maybe a paragraph or a certain portion of that may techni- 
cally fall within the meaning of our Michigan State statute, but is not one that 
we feel would be a good case to present to court. 

The other is one that we definitely feel is a violation of the law, and we have 
a letter back from the prosecuting attorney, after he examines the excerpts that 
we submit. 

He sends us back a letter in writing, stating that it is obscene within the 
meaning of the Michigan State statute. 
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We then forward a letter to the distributor and he, in turn, notifies the 
publisher. 

Here is a sample copy of an old one here in 1949 from the prosecuting attorney, 
signed by the assistant prosecutor, and then my copy signed by our office to the 
distributor. 

So far in each instance the material in question has been withheld from 
circulation. 

We ran into problems along those lines. One was the fact that we were 
operating solely within the city. It became apparent that a man at the city 
limits on one side of the street could not sell the material, and a man on the other 
side of the street, he could get away with it with no prosecution whatsoever. 

The result was that the prosecutor who handed down this opinion to us called 
in all of the law-enforcement agencies in Wayne County, all of the chiefs of 
police in Wayne County, and as we passed—screened these books, we give them a 
list: that list goes out from the prosecuting attorney’s office to each 
chief of police in all of the county, and they abide by it. In other words, that 
material is considered contraband in Wayne County once it is passed upon by 
the Wayne County prosecuting attorney, and that is our book problem fairly 
well, 

Mr. Burron. You found that that was effective? 

Mr. Case. It has been in our specific instance ; yes. 

Mr. Rees. What results have you had with respect to convictions in cases that 
have been submitted to court? 

Mr. Cask. We have not to date, sir, lost a case in court. We have had no 
instances up to the present time, as far as the pocket-size books are concerned, 
as having gone into court. They have always been withdrawn voluntarily. 

In fact, we rather—I don't like to go to court except as a last resort because 
usually the title is exploited, and it is given impetus toward sales in a great 
miny parts of the country. 

We have had very unfortunate circumstances that have happened where sales 
have mounted up terrifically because of action that we have taken. 

We have also had instances where people have come in and tried to get us to 
prosecute to get front-page publicity. That has actually happened in the case 
of a current magazine. 

Mr. Burton, Inspector, what theory is utilized in determining whether a book 
or magazine constitutes a violation? 

Mr. Case. We judge that strictly according to the Michigan State statute, 
which would be section 343, in whether it is indecent, immoral, or obscene. 

Mrs. St. Grorce, Mr. Chairman, may I ask the inspector: Inspector, do you 
find that your State statute is adequate, and that if it is enforced you can 
restrict this kind of literature? 

Mr. CASE. Yes; we do. 

Mrs. St. GeorGe, In other words, the law is there if it is implemented and 
enforced? 

Mr. Case. The law is there; yes. 

Mrs. St. Grorce. And it is adequate? 

Mr. CASE. Yes. 

Mr. Burton. Can you tell us what tests are applied in determining whether 
a magazine or book constitutes a violation? 

Mr. Case. Well, there the test is whether or not—we have used a yardstick in 
this respect: Technically speaking, according to the statute, action could be 
taken in a great many instances. However, where the continuity or the theme 
is continuous throughout that book—those are the ones that we are definitely 
after, because there are a great number of books that we feel have dealt with 
historical portions of our country, and there may be a paragraph, there may be 
a word or something in there, and I don’t think that—I think we are extending 
our rights and privileges under the statute to take action in those instances, and 
the prosecutor's office, of course, is the deciding factor. 

He is our legal adviser, and it is true we screen them, we submit them to him 
and ask for his opinion. However, the courts have gone along pretty well, and 
it is our job to prepare these cases and present them to the court after the 
material has been submitted to us, but we use that as a yardstick, by and large, 
where the continuity and the theme of it is more or less continuous throughout 
the book. 

Mr. Burton. I would like to ask if these are some of the tests: One, excessive 
profanity or lewd and lascivious language; (2), the detailed description of 
erotic experiences; (3), the detailed description of objectionable practices, such 
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as dope addiction, abortion, and so forth; and (4), general continuity and tenor 
of the story, if it be lewd? 

Mr. Case. Yes. All of those things definitely enter into the problem of 
obscenity. 

I think that that would all be brought out very definitely by the statute. Per- 
baps it might be well if I read it. It would definitely answer that one question 
in point. It is lewd or lascivious language and, of course, there is one very im- 
portant phrase in that section which says “or tends to corrupt the morals of 
youth.” 

Let us look at it for just a second here: 

“Any person who shall import, print, publish, sell, design, prepare, loan, give 
away or distribute any book, magazine, newspaper, writing, pamphlet, ballad, 
printed paper, print, picture, drawing, photograph, publication or other thing, 
containing obscene, immoral, lewd, or lascivious language, or obscene, immoral, 
lewd or lascivious prints, pictures, figures or descriptions, manifestly tending 
to the corruption of the morals of youth, or shall introduce into any family, 
school or place of education or shall buy, procure, receive or have in his possession, 
anv such book, pamphlet, magazine, newspaper, writing, ballad, printed paper, 
print, picture, drawing, photograph, publication or other thing, either for the 
purpose of sale, exhibition, loan or circulation, or with intent to introduce the 
same into any family, school or place of education, shall be guilty of a 
misdemeanor.” 

Then, of course, the legal definitions go on to explain these various terms that 
are used in the statute. 

Mr. Burton. Just prior to your last statement I had asked about four tests. 
Could any one of these be sufficient in itself, that it, excessive profanity or de- 
tailed descriptions of erotic experiences and so on; could any one of those be 
sufficient? 

Mr. CABseE. Yes. 

Mr. Burton. To cause a book to be held obscene? 

Mr. Cask. They could be. 

Mr. Burton. Have the decisions of your bureau, with respect to a book or 
magazine, often been questioned by the distributor or the publisher? 

Mr. Case. Yes; they have been questioned by the publisher at times. They 
have asked why we have taken specific action on certain books. 

In fact, I just recently—one of the leading publishers wrote in and I sent 
a letter to him stating the specific pages and specific portions thereof wherein 
we felt there was a violation of our Michigan State statutes involved. 

Then, of course, we have also had instances, like the Focus magazine, for 
instance, that just recently—I think you would be interested in this—we took 
action. We prepared a case for court on a book, a pocket-size book, called “A 
World I Never Made,” and about a month or so later, October in fact, they came 
out with a charge, and stating our position, and dealing with this committee, too, 
by the way, and its says: “Charge and evidence,” and they put a paragraph in 
here, I don’t know, they must have found it some place in the book, but there 
certainly isn’t anything obscene about it, but our preparation for court on this— 
and, by the way, it was also withheld in Detroit under the hard cover, which 
was quite some time ago—I think that would be back around 1939—and you 
start out on pages 16, 17, 23, 25, all the way through with about 12 complete pages 
of excerpts which we considered definitely as falling within the violation of 
our statute. 

Now that, of course—a lot of people reading a thing like that would feel that 
we might be quite overambitious to try to ban a book or something 

Mr. Burton. You are referring to the statement in the Focus? 

Mr. Cast, That is right; and, of course, here is definitely the preparation and 
the excerpts that we prepared for the court in it. 

Mr. Rees. Do I understand you to say that the publisher of the magazine took 
issue with you when you asked that the article be withdrawn? 

Mr. Case, Yes. This is the magazine. 

Mr. Burton. But they referred to an innocuous passage and claimed that was 
the basis for their decision when they referred to it. They did not refer to the 
real passages; that is what happened. 

Mr. Burton. Would you describe the history of the cooperation of the loca} 
distributors and their reaction to your work? 

Mr. Case. As I mentioned, we have two distributors in Detroit. One is an 


independent, and one is part of a national organization, the American Magazine 
Co. 
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Mr. Burton. You mean the American News? 

Mr. Case, Yes; the American News Co. 

We usually find that the distributor of the community is a man of good repute 
in his community, a family man. If he has children, they usually go to school 
there, and we appeal to the distributor from that standpoint, and the result has 
been very gratifying to us because we feel that voluntary censorship on his part 
is the ideal method of suppression. If we can keep that thing out of circulation 
and it doesn’t hit the streets, why, we are accomplishing a lot more than attempt- 
ing to do something about it after it has gained its objective of being circulated. 

Mr. Burton. Is it not true, Inspector, that if you pursued the other method 
it would be a much longer effort on your part, because each book would have 
to be considered, would it not? 

Mr. Case, Oh. yes; by all means. 

Mr. Burron. By the courts? 

Mr. Case, That is correct. 

We had an unfortunate experience years ago of making an arrest and going 
into court. We had the happy thought that we could go into court with five 
different magazines, and the court would pass upon each one for us. But the 
charges were whether or not the man was selling obscene literature, and he 
was found so guilty; when we left court, we did not know which ones were the 
ones we had entered as evidence, so we gained very little, and, as you say, Mr. 
Counsel, it exploits the title. It lets a lot of people know about it. They get 
the front-page publicity which they couldn’t buy. 

Mr. Burton. Why do you feel these publications that you have been discussing. 
such as the pocket-size books and the comics, present such a problem? 

Mr. Case. Well, we have two or three specific reasons for that. First of all, 
it is a low price. A few years back you had your average hard-cover book which 
sold at anywhere from $2 on up, and then after it had its run more or less they 
brought it out into cheaper editions in the chain organizations, but they were 
quite careful, to a certain extent they were, as to what they distributed 

Now, it is out in the 25-cent book. It is placed out. easily obtainable by the 
youth and, as I have often said, we in our municipality feel that the law and 
the statutes and everything are intended to protect the adolescent, the weak and 
susceptible. That is primarily our objective on it, and to strike at the source 
of supply, so when these low prices make it available, it is circulated in what we 
call unlimited distribution. It is in the confectionery stores across from the 
schools, across from the playgrounds, the drug stores, and in Detroit we did 
have 2,500 retail outlets. Of course, it was curtailed slightly. We are a little 
over the 2,000 mark at the present time, so you see we get pretty good general 
distribution once one of these books goes out. 

I might say that, of course, there are many reasons other than the fact that 
there is any pressure being brought to bear on them. There is also the economic 
problem that enters into it in the reduction in the number of shops. But let 
us deviate for just a minute as to the distribution in Detroit. You can picture 
today in Detroit about 1,300 retail magazine titles going out monthly: you can 
picture about 350 comic-book titles going out monthly plus at the present time 
we are screening pretty close of 80 to 90 pocket-size magazines, with a total 
distribution of around 650,000, so you can see that it is pretty well saturating 
the market in any community. 

I might add one other little thing, too. We come in this thing—you might 
just try to picture for a moment, I stopped in at a small town on the way here, 
very close, a very clean little establishment, and they had about a 50-foot 
building there, and the entire wall from, well, taller than I am, about 7-foot 
ceiling, to the floor, was complete with magazines, comic books, stacked the 
entire 50 feet, 7 feet high: four book rucks with books in circulation that we 
had withheld, and so on and so forth; probably some that we have missed that 
should have been withheld, but there is a picture of the average even in the 
small town. 

The CHAIRMAN. How large a city was that, Mr. Inspector? 

Mr. Case. I would say probably that town would be, oh, 15,000 people, ten to 
fifteen thousand people. 

The CHAIRMAN. En route to Washington, as you drove up? 

Mr. Case. Yes, I drove up. I just happened to stop in and buy the paper, but I 
mean it gives you a rough idea of the amount of distribution that is made on this 
type of material. It is a terrific problem. 

Mr. Burton. And that occurs throughout the United States? 

Mr. Case. That occurs; yes, sir. We feel that is definitely in every city and 
hamlet in the country. 
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Mr. Burton. How can the reduction in retail outlets be explained? 

Mr. Case. Well, that is more or less from an economic action. When you find 
all of these types of material or titles being put onto a stand, it is quite confusing 
to everybody concerned. First of all, when you are across from a school, the 
retailer starts having a lot of thefts. Kids, little kids, will steal a comic book, 
and he is charged with it. Especially where there are two distributors, one dis- 
tributor comes in and throws a lot of comic books on top of Good Housekeeping 
and Red Book, and Reader's Digest, so, consequently, you will find that probably 
they have been covered up. 

It entails a lot of work for the margin of profit that is received, so there are a 
great many headaches economically, with the result that there are probably 
overcharges to the retailer. He has so many headaches that he has just got to 
get out of the business, and, of course, when a stop is not paying a profit to the 
wholesaler, Why, sometimes it is feasible for him to discontinue that stop. 

There are being tests run where some of the distributors are deleting and 
eliminating practically all of what we call “cheesecake” type magazines, and 
making test runs on it to see just what is the financial benefit return from putting 
exclusively that type of a stop on. That is definitely being made by some dis- 
tributors now, independent distributors. 

Mr. Burton. What would you say is the most essential single item in suc- 
cessfully prosecuting an effective campaign against obscene materials? 

Mr. Case. Without question that is militant publie opinion. 

Mr. Burton. And the more that is done in the direction of arousing that public 
opinion, the better the result would be? 

Mr. Case. Unqualifiedly so; yes, sir. 

Mr. Burton. How has the magnitude and scope of the problem been so effec- 
tively pointed up in Detroit? 

Mr. Case. Well, I would like to dwell just a few moments on that. 

In the beginning in the creation of the bureau, we visited the judiciary, that is 
the criminal branches, and it has been our problem to present to the courts and 
prepare properly these cases. 

It is our intention, and always has been, to sensibly prosecute, and never perse- 
cute. That is where we have been cautious, probably overcautious, in the presen- 
tation of a lot of these cases into court. 

We made a great many public talks. We probably averaged in the vicinity 
of 75 a year to various groups; the parent-teachers’ groups; the Lions, the 
Kiwanis—I don’t know of any organization that we haven't been in contact 
with, the Allied Veterans’ Council groups, the Legion of Decency, all of these 
various groups are affiliated. 

We have had meetings time and time again. We have allied ourselves closely 
with the Federation of Women’s Clubs, the Greater Detroit Motion Picture 
Council. They all have people representing their organizations who are in con- 
stant touch with us. 

We like to show them what we are striving to do, whether or not they agree 
with our efforts, and whether or not we are centering our efforts in the right 
direction. 

We also like to have them take back the methods to the parents in their own 
organization that they have a job to do. In fact, we even had one—I think I 
had it, and it is strictly digressing here for just a minute, but this is taken from 
Josette Frank’s pamphlet, because so many civic organizations will ask what can 
the parents do and what can the community do, and she listed quite some time 
ago—she was with the child-guidance group, and she did write some very in- 
teresting pamphlets, which I don’t think were given enough publicity, and enough 
coverage. 

But in there she says to try to understand the basic needs of children, partic- 
ularly their own, and she cites eight or nine there, and also suggests to the com- 
munity—I am guilty strictly of plagiarism, but I know she would be too happy 
to know that we are wholeheartedly in favor of her program—and I think the 
civic and parent groups in the community feel the same way about it, and we 
are trying to have these parents pay a little more attention to what their children 
are reading, seeing, and hearing. 

We like to have all of these complaints that they feel are obscene channeled 
through their own organization and then to us. The same is true with the public 
schools, the same with the department of recreation. Any time any obscene 
literature is found in the public schools or on the playgrounds, they have a man 
assigned, the counselor of the school or the principal channels that over to the 
man who has charge of it and he, in turn, contacts us, with the ultimate result 
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that the school, the name of the school, is not disclosed, but the source of the 
supply is what we are after, and that is how we drive out the source of supply. 

These civic organizations are all active, and they all keep passing that in- 
formation on to the parents, so that we hope that they will be just a little bit 
more alert, and get this information to us. 

Mr. Kearns. At this point, Inspector, how many men do you have in your 
bureau doing this now? 

Mr. Case. Twelve. 

Mr. Kearns. What was the approximate cost to the taxpayers for these men 
to do this job in Detroit? 

Mr. CAsE. Well, I couldn’t give you the exact figures; that would be based on 
the yearly salaries. 

Mr. KEARNS. Approximately? 

Mr. CASE. Let’s figure $70,000 a year. 

Mr. KEARNS. $70,000? That would take care of maintenance, office, and 
transportation? 

Mr. CASE. Somewhere in that vicinity. I mean, it is divided. You see, we 
have several other duties outside of this that I am dealing with only with the 
literature today. 1 mean, we have the preparation of the revocations of licenses 
and so on, for presentation to his honor, the mayor, and so on. 

Now, we have worked very closely with the Federal Bureau of Investigation 
for a number of years. We worked very closely with the postal authorities, but 
I would like to bring out and mention one thing here that you must have police 
commissioners and civic officials who definitely back you up on these things. 

Our police commissioners down the line have been very interested in anything 
that is pertinent to the welfare and the morals of the citizens in the community ; 
in fact, John Bugas, the agent in charge of the bureau, almost 10 years ago at- 
tempted to get an amendment to the Federal statute on interstate or common 
carriers in interstate commerce. 

And, I think a year ago Commissioner Donald Leonard, our present commis- 
sioner—he was commissioner of the State police, and has been very active in it 
in that capacity—he was the chairman of the legislative committee of the Na- 
tional Police Chiefs Association, in Miami, a year ago came forth with a resolu- 
tion requesting specifically an amendment to the interstate commerce phase of it. 

Mr. Rees., Mr. Chairman, a few moments ago the witness read, 1 think, from 
a statement by a woman in Detroit where she set forth some suggestions or 
requirements, whatever they were, and I think that statement could well go into 
the record. 

Mr. Burron. I was just going to ask that that go in the record. That is the 
statement of Miss Frank. 

Mr. CASE. Yes; that lady is not from Detroit, she is from New York. 

Mr. Burton. From New York? 

Mr. CaSe. Her name is Josette Frank, of the Educational Associates, in charge 
of children’s books and radio on the staff of the Child Study Association of 
America. She expressed her views in a pamphlet issued by the Public Affairs 
Committee, Inc., a nonprofit educational organization, and that is taken from 
there. 

Mr. Burton. Mr. Chairman and Mr. Rees, we have a copy of that pamphlet in 
our files. 

(The document referred to follows :) 


“PARENTS 

“What to do 

“1. Try to understand basic needs of children—particularly your own. 

“2. Know what your children are reading, seeing, and hearing. 
“3. Discuss their favorite programs—comics and movies—with them. 
“4. Respect their rights and feelings. 
“5. Help them develop standards—by pointing out values. 
“6. Help them budget their time. 
“7. If certain comics or radio programs or movies upset them, suggest a change 
or elimination. 

“s. See that they have plenty of enjoyable things to do, places to go, wholesome 
friendships, varied experiences and adventures. 


“Community 


“1. Stimulate and promote research by competent specialists. 
“2. Examine the recreational and cultural activities your area offers its 
children. 
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“3. Know what is available to children—newsstands, movies, radio—go beyond 
the covers and titles. 

“4. With parent-teacher groups, motion-picture councils, and radio councils, 
discuss the needs of children and evaluate that which is offered. 

“5. Support all of your approved programs. 

“6. Express your protest by writing those responsible. 

“7. Enlist the cooperation of those responsible.” 

Mr. Burton. What has been been the reaction of the press in Detroit? 

Mr. Case. The reaction of the press in Detroit has been the very best. I can- 
not speak too highly of the cooperation we have received. 

Ever so often we try to get together, about every 6 months if possible, and 
talk over some of our mutual problems that we have; and, of course, most of them 
are pertinent to the advertising of what we might say is the risque advertising 
of entertainments, that it offered certain what might be considered salacious 
advertising, and in some instances they have gone so far as to withdraw and 
cancel those ads. 

Editorial comment has been very good. The newspapers, at the sacrifice of 
financial losses on it, have withdrawn them at our request; so I don’t think we 
can ask for much better cooperation as far as the press is concerned. 

Mr. Burton. Public reaction has also been reflected in the court decisions 
there, has it not, Inspector? 

Mr. Case. Yes; it has definitely been reflected in the court decisions. 

Well, let us take, for instance, a while back we were guided by an opinion 
handed down to us and, on a request relative to the strip-tease photos, they were 
little sets that showed a disrobing sequence; in other words, we felt that the 
intent there was definitely an immoral intent on the part of the creator of these 
sequences. 

We were bound by this decision at the time, and eventually it got to the point 
that the schools were flooded, the playgrounds were flooded with these pictures 
and we finally went to court, under this section, under one little part, where it 
tended to corrupt the morals of youth. 

We have been successful in obtaining a conviction. Three different judges 
in Detroit have rendered decisions in our favor on them. 

Today, the strip-tease sets are contraband in the city of Detroit. They can 
possibly be obtained under the counter, but if we find them, or get any com- 
plaints we definitely take them into court, but as far as displays, and so forth, 
it is definitely out. 

That was a national distribution, originally, on those, the Hollywood Pix, I 
think I left some sets for the committee to see, which you have. 

Mr. Burton. Yes. 

What has been the reaction of the public to certain of the books which the 
Bureau has preliminarily determined to be in violation of the obscenity statute? 
Will you describe generally your relations with them? 

Mr. Case. Our relations have been very good, I would say very good, and 
unqualifiedly so. 

We have one instance where they have asked for quotations, the excerpts 
and the pages, I think I had one here, just a copy of two or three instances, 
a copy of that list which I sent to the publishers, listing the pages and the loca- 
tions of that which we found objectionable. 

One company is submitting new titles in manuscript form so that certain 
deletions can be made before going to print. 

I helieve that definitely that the publisher is a true censor, in the true sense 
of the word. He can publish what he wants to, strike out what he wants to, 
subject only to the fact that he may run afoul of a local or Federal law; he can 
change those things—it rests right in his hands. There is not any reason why 
a publisher should force upon a local community that which is unacceptable. 

Time and time again the Supreme Court of the United States has held that a 
municipality can pass rules and regulations, and some of them are trying to 
cooperate. Some of these publishers definitely are trying to cooperate. 

I feel it is their problem, they can do these things, they can change them, 
some are, but there is a small percentage who I don’t think will ever change. 

Mr. Burton. May I ask you 

M. Rees. May I put this in: Evidently it requires a statute there in the State 
of Michigan, to help get it in? 

Mr. CAse. That is correct. 

Mr. Burton. Doesn’t that apply everywhere, Inspector, as far as you know of? 

Mr. Case. Yes. I might just as well bring it out right here: We submitted 
to the Justice Department certain books, and I would definitely like, in fact 
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there were seven at the time, and in reply, back to us from Mr. Kane stated: 

“Please be advised that the cases involving the transportation of obscene 
literature has been referred to the Federal Bureau of luovestigation.” 

“I will advise your office as soon as I receive a copy of the report on the 
investigation.” 

At that time, and that was in August, that was his letter of August, and we 
submitted them at an earlier date in the spring of 1951, I believe in April 1951. 

Now, on that, I would like to mention just one thing: The Commissioner of 
Police, George F. Boos, who was commissioner of police in Detroit at the time, sent 
Mr. Kane a quotation, quite a very lengthy three pages, I think, which, with 
your permission I would like to leave here, stating our reasou why we were 
submitting these books. 

We felt that the people in other communities in the United States were no 
different than we were in Detroit; in other words, the morals of those people 
were just the same as ours; they were interested in the same problems we were, 
and we presented all phases of it because of the fact that these books enjoyed 
national distribution, and we had quite a problem. 

If you want, I will read our Commissioner’s letter. It is just one page, ad- 
dressed to the United States district attorney at that time. 

The CuaiIRMAN. Go ahead. 

Mr. (ase (reading): “Dear Mr. KANE: You will recall that at the confer- 
ence held in your office,’—this is written, by the way, April 24, 1951—“on 
March 26; at which were present yourself, Senior Inspector Sanford Shoults, 
Inspector Herbert Case, and the undersigned; considerable discussion wus had 
relative to obscene literature which has been discovered by our police officers 
at various places of business both in and outside the city of Detroit. At that 
time, you suggested that we submit to you a report giving detailed information 
showing the nature of this literature and evidence of obscenity.” 

“Such report has been prepared and I am directing Inspector Case to submit 
that report to you, from which you will readily note the obvious and brazen 
obscenity contained in the literature. These things can be purchased in stores 
and other places by children and other persons into whose hands these things 
should not fall.” 

“Of course, our jurisdiction is limited to the boundaries of the city of De 
troit. We do not have the authority or the facilities to prevent the importa- 
tion of this literature through the use of interstate facilities and transportation. 
I believe such importation is a violation of our Federal interstate commerce 
laws and that persons responsible for the dissemination of this literature 
should be promptly and vigorously prosecuted in the Federal courts for such 
violation.” 

“Knowing of your own feelings in this matter, I am submitting this report 
to vou because I feel certain that if there is a violation of the Federal law, 
you will give this the prompt and vigorous attention it deserves.” 

That, by the way, was sent tugether with the original copies of the book, and 
was submitted to the Justice Department. 

The present stutus of the case is this: They have been returned to the city of 
Detroit, to Mr. Hart, the United States district attorney's office, with a “proceed’’ 
order. 

I have the privilege and pleasure of relating this information to you: They 
hive been presented or submitted to the grand jury as of October 15, 1952, this 
year; it is still pending as of November 28, the day I left; but I have been rea- 
sonably assured that indictments will be forthcoming. 

Mr. Kearns. Inspector, supposing a person not known to the book dealers 
were to visit Detroit, to go around and talk with these various people? Would 
they find out, or have the feeling that these distributors felt that the authoriies 
of the city of Detroit were rather strict and harsh upon them? 

Mr. Case. We talk to a great many of the retail outlets. We have tried to bring 
all of these people into these various discussions. We find very rarely does a 
merchant who bas a store in the neighborhood, where it is dependent upon the 
livelihood of the neighborhood, very rarely do they want to purvey smut. We 
find exceptions, but they are in the minority. 

There are those, I am sure you will find them, there are people who will put 
the almighty dollar ahead of anything in the world, but generally I think they 
are wholeheartedly in cooperation and sympathy with this program we have. 

Mr. Burton. I would like to have you clarify one question, Inspector. 

You said that at times the manuscript was submitted in advance. 

I would like to ask you to what category that applies? 
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Mr. Case. The pocket-size books. 

One company has been submitting, in manuscript form, those books before 
they are printed, submitting them to us with the thought in mind that changes 
could be made so that it would be acceptable for distribution. 

Mr. Burton. That would be acceptable to Detroit? 

Now, does that apply to the national distribution after the changes are made, 
or is that just a special manuscript for Detroit? 

Mr. Case. Well, I couldn’t say. I feel that they would not be changing it 
for every location. I feel that if they did conform, and changed the manuscript 
and printed it, it couldn’t be changed afterward, because the cost would be 
prohibitive. 

Mr. Burron. It would appear to me to be the same, but I was interested to 
know whether this change brought about by Detroit has affected the entire 
national distribution. 

Mr. Case. It probably would. 

Mrs. Losone. Inspector Case, in some of those cases, have you refused the 
whole manuscript in Detroit, or have you recommended certain deletions or 
additions or changes? 

Mr. Case. Both, depending upon the seriousness of the continuous amount 
of deletions that are in it. 

Sometimes it would be similar—take the book I had here, where we had 12 
pages continuously through, we simply say that it was unacceptable in its com- 
plete form, it would have to be rewritten. However, if there were only six 
or seven pages, and certain paragraphs on those pages they could revise it and 
change it, because it is the same old story. 

I might tell a story to you in a certain way that would be perfectly acceptable, 
and another person would tell the same story and it would be terrible; but, put 
it on paper and we are both on exactly the same basis. 

Mrs. Bosone. Do you have a staff to do that? 

Mr. Case. Well, I am probably considered to be more or less of a Simon 
Legree, by the men under me, and perhaps I may not be too well liked, but the 
way we look at it, we have taken this job on ourselves, but I will say this, I do 
not feel that a local enforcement officer, or a bureau should have to read that 
material which is shipped by way of interstate commerce, and the distributor 
or wholesaler which pays the freight, and has every reason to assume that that 
commodity is free from any violation of the law, I think it definitely is the 
publisher's responsibility, not the distributor's, and I don’t see any reason why 
we, in Detroit, should have to screen these things and spend these hundreds 
of hours wading through this; but we are only doing it to show the organiza- 
tions, and get the support and backing of these organizations, and I don’t want 
our local distributors who have been cooperative with us and have helped us, 
to be put on the spot and prosecuted, because I think by that voluntary cen- 
sorship on their part we are eliminating and deleting those books from our list. 

Mrs. Bosone. Do you know whether the books that have gone back to the 
publishers, whether they have followed out your suggestions, do you have 
any proof of that? 

Mr. Case. In one instance, yes, where there were deletions made in our manu- 
script form, and it happened that we slipped up. We had withheld the book, 
and they had made the deletions, and as the book came out, in fact it happened 
a month ago, we still had this on our banned list, and up in the prosecutor’s 
office, and we couldn’t find out the things that we had banned, they were not 
there, they had taken them out. We were quite red-faced about it, and we sent 
out a letter to all the police chiefs in the county, and the book is circulated, so, 
I mean, they did follow through, we found that out to our chagrin. 

Mr. Rees. Do a good many people come to you and make complaints with 
respect to books that are presently being sold on the stands? 

Mr. Case. Yes. 

Mr. Rees. And you deal with each individual problem as it comes up? 

Mr. Case. That is right. We have, just as many times we are on the op- 
posite side of the fence, but we try to explain why we are not taking action; we 
try to explain because they are acting in good faith, you have to assume that 
every individual who comes to you is acting in sincere good faith in his com- 
ments. We try to explain that we must proceed from a legal standpoint, because 
my opinion as a police censor is greatly misunderstood by the average layman. 

They think that a police officer just has to say, “take it off,” and it’s gone, 
and we have to explain to these people that only a judge or jury can say whether 
or not this is obscene, and then, after our opinion, which is all it would be, is 
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substantiated by a judge or jury, only then does it gain credence in your 
community through those substantiations by the court. 

Now, if someone comes in and asks a question, they think you probably know 
what you are talking about, but if the courts were to reverse it every time 
and we didn’t have any success, they would think we didn’t know what we were 
talking about, and properly so. 

Mr. Burton. How close is Detroit to the Canadian border? 

Mr. CAsE. Well, about a half a mile, across the river. 

Mr. Burton. Do you have any relations with the Canadian authorities with 
reference to obscene material or literature’? 

Mr. CAsE. No; very little. That again is practically all customs, passing 
through customs, and so forth. 

We do have a little bit to do; I have had occasion to speak to the Michigan 
and Ontario wholesalers. There hive been times when various wholesalers, 
both in the State of Michigan and outside have asked for the list of books and 
magazines that we have withheld, but I do not supply them with that. 

There is a very good reason for it. I will supply any law-enforcing officer, 
or any prosecuting attorney, but I do not intend to supply these people with 
these lists, outside of those people. If they want to get them, I advise them 
to go to the prosecuting attorney or chief law-enforcing officer in their respective 
area, and I will be only too happy to furnish them to him. 

Mr. Burton. Do you have any suggestions as to what might be done in order to 
correct the problem of obscene material? 

Mr. CAsE. Well, there are a few things that I might give, just as personal view- 
point or a personal opinion. 

Naturally, everybody is to a certain extent anticensor, as I mentioned. 

The publishers themselves have proven in the comic-book field, and in the 
manuscript here, the manuscripts they have been supplying, the publishers them- 
selves can do a great deal to clean this up. 

It is working around to that point, from an economic standpoint, as I explained 
the cluttering up of the stands and putting on a lot of this cheesecake and 
everything else that technically might not be in violation of our local statutes, 
but yet there is a definite amount of complaint coming from it. They go just 
as far as they legally can, without overstepping those bounds. 

The publishers themselves have got to get together and, as I said, they are 
going to have to bring into the fold the unscrupulous few who you definitely 
know are a menace to the entire country. 

It appears to me personally that they have reached 2 crossroads, it seems, 
as the movie industry did vears ago. They got together when they were faced 
with this; they got their heads together, and probably the movie industry today 
is the most highly policed industry in the world. You have councils, the Greater 
Motion Picture Council, your Federation of Women’s Clubs, you have them all 
over, and we know that visual education is definitely probably going to get 
greater in the future, and something is going to have to be done, and I think the 
publishers can go a long way, if they want to. 

Mr. Burton. Do you feel that the Detroit system for dealing with questionable 
magazines and pocket-size books could be utilized in other communities? 

Mr. Case. There is no question about it. I definitely feel it can be utilized. 

I think, as I mentioned before when the question was asked about it, when I 
answered as to the militant public opinion, militant public opinion is that which 
even changes our laws, and I definitely feel that the same tactics that have been 
used in Detroit, which we feel have been very successful, can definitely be used 
in other communities, but there are a lot of police departments in the smaller 
communities that do not have the manpower, do not have the facilities to go 
ahead and do this. They are going to have to be dependent upon somebody 
else, but certainly, if we are in a position as big brothers to smaller communities, 
as I have said time and time again here today, we are only too glad to cooperate 
and I am sure other large cities that have been set up to combat this thing, 
would only be too glad to help. 

Mrs. Bosone. That is a terrific expense, is it not, that a few of these publishers 
force upon the communities? 

Mr. Case. It is just like I said here, I don’t see any reason why a community 
should have to go to the extent that we do to screen this material, due to the 
fact that it comes in by common earrier and so on and so forth, and we are no 
different than any other community in the United States. We are all in the 
same boat, and I do not think it is proper that publishers be allowed or per- 
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mitted—to force this thing on them; because, when it comes in by carload lots, 
by truck, there is no way for any party handling it to know what the contents 
are until distribution is made. We are probably one of the only ones in the 
United States that is wading through this filth to the tune of about 750 hours 
overtime, which I will give you in a minute, that we have spent in the past year. 

Now, that comes out of these boys that are watching for me, out of their own 
extra time, and we don’t feel that we can keep on going, doing it forever, but 
we will see the thing through for a while. 

Mrs. Bosone. Inspector, your men do not resent having to go through the 
stuff? 

Mr. Case. We all feel pretty much the same. We are in the middle of the 
stream and swimming, and we want to keep on for a while. 

Mr. Burton. Do you have a chart showing the performance and indicating 
the man-hours of overtime? 

Mr. Case. Yes. I brought along two reports here that they could photostat. 
I brought along our 1950 annual report showing the work report, then I brought 
along the 1951 report which will show an increase, both will show increases 
and decreases, and then I start this year making what we call a progressive 
report, monthly, and then it can be added up at the end of the year. 

Mr. CAseE. This report shows all the way down [indicating] of course what 
you are interested in, “Literature reviewed,” “Books inspected so far this year, 
1,039,” “Titles withheld from circulation or banned, 54,’ with a total of ap- 
proximate distribution of 529,000. 

Now, those are things that are not going out into circulation. 

As to magazines, 453, with 17 banned. 

Now, the number of copies, 170.000 were withheld from circulation, and we 
go into our complaint and misdemeanor figures, pending court cases, confisca- 
tions, and of course we have public addresses and overtime man-hours, miscel- 
laneous, and so forth. 

Mr. Burton. Inspector, in your many years of police experience, have you 
observed any correlation between pornographic material and criminology? 

Mr. Case. Well, ves. 

I have very conscientiously watched this. I have yet to see a sex murder case 
in the history of the Detroit Police Department but what I can show you obscene 
literature, either of the commercial type or of his own creation. That is a very, 
very serious statement. 

We will take—for instance let’s go back to the Goodrich case. In there was 
a murder showing all of the various types, it was all of his own creation, and 
he was committed, as you probably all know, for the rest of his life, and they 
then enacted what we call the Goodrich Act as a result of it. 

Then, along comes a little boy 5 years old who was killed up on Third Street. 
We arrested, the following day, the brother and father; and their rooms were 
full of the obscene literature, that is, pornographic per se, not the type over the 
counter but the out-and-out pornographic, with all kinds of obscene pictures 
where the older brother was teaching erotic practices to these kids. 

Now, all of these things come back to us after the crime is committed. 

The prevention of crime is our important objective: if we prevent a crime, that 
is the most important thing, much more important than the apprehension of the 
criminal afterward. 

If we enn prevent the dissemination of that type of literature, we will have 
done a good job. If we can prevent one sex murder case or one rape case we will 
have been well repaid for our efforts, as far as the bureau is concerned. 

So, primarily, that is what we are striving for, and that is why they are 
organizing these clubs. If there is something that is not just right in a com- 
munity, if we know that somebody is a purveyor of this type of literature, or 
showing it or enticing children into out-of-the-way places, or out in parks, that 
is why it is effective channeling it through a spokesman for their organization, 
because lots of people don’t want to talk to a policeman, but they will, to members 
of their own group or their own organization and that information is channeled 
through to us. 

Now, it may be that we will work with the vouth bureau, the juvenile court, 
or somebody else. In fact, all the various groups in Detroit, we tried to work 
with voluntarily, to correlate our activities together. 

If the juvenile bureau finds something pertinent to literature, or a woman’s 
group, or whatever the case may be, it is all channeled into one another, it is a 
cooperative movement, and it has to be in order to be successful. 
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Now, we will take for instance something on the lighter side, such as this 
comic book here. 

That was an instance, an actual crime, where they broke into this home, and 
of course the tragedy was that almost a thousand dollars worth of damage was 
done. 

This [indicating document] was the police report as we received it from the 
crime-prevention officers. 

Here, the children involved were 11 years old and white; 11 and white; 10 and 
white; 7 and white; 6 and white; and, 7 and white. 

Now, in here they left this on the table: 

“If you want your money and jewels back, bring a thousand dollars. Signed: 
The Masked Doll.” 

But, they slashed the tapestries, and did a lot of damage, and the parents 
finally, when the case was completed and restitution made, the parents were 
very, very angry at the police department for permitting a magazine or a comic 
book such as this to be on the stands. 

Upon subsequent investigation it was found that they subscribed to this 
comic book through the mail, and had it delivered to their own home. 

So, sometimes it reverts right back to the parents who are just a little bit 
negligent as to what their children read and see, and don’t know what they are 
doing, but it is just an instance as we go along. 

Now, as to this pornographic material, I have a similar type that we confis- 
cated here that I would like to show you as a typical case of a peddler of today. 

Here is probably a very important thing to the community. 

Here is a man who was arrested, well, he has spent his life in jail, most all of 
it since 1935. He is one of these peddlers who picks up a carload of obscene liter- 
ature in another State, brings it into Detroit and disposes of it. 

Now, he served time in Jackson prison for debauchery, sodomy, and I sent 
him up twice to the house of correction. 

Now, a load of that will probably run in the neighborhood of $2,000 at cost. 
Once he gets it into the city of Detroit, if he is not apprehended immediately, 
there will be at least 300 or 400 outlets, peddlers, who go to the gas stations, 
into the factories and shops, so the result is that we have to probably work 
another 3 or 4 months in arresting Jim Jones and Pete Smith trying to dry 
up this one load that hit Detroit. 

Now, if I pick him up in Detroit, he cannot be charged with any Federal 
offense, he can only be charged with the loss of his stuff and a misdemeanor. 

That happens continuously. We confiscated at one time up in the millions 
of dollars of this stuff, and the result was that after this period of time, the 
man that— 

As I mentioned here, our Commissioner Leonard, as chairman of the legislative 
committee, requested that the Federal statute on interstate commerce be amended 
to block up that one stop, because if it was a felony and violation of the Federal 
law, just the minute he crossed that line, the same as a stolen car, you can tuke 
action; but it is pretty hard for the local police department to raise $3,000 or 
$4,000 on the chance of apprehending him, to build-up a case, or have somebody 
to go in to buy this thing, and the time and effort necessary, when it can he 
stopped almost any place along the line, and we know that the same man that 
comes to Detroit, the same man here, last week was in Cleveland and dumped a 
load, the same man will probably be in another State probably dumping a dif- 
ferent load, but it is definitely a problem, the same type of problem that we find 
in many instances where we have our sex murders and morons, and where the 
moronic types are affected. 

Mr. Burton. Inspector, that provision which you speak of, was included in the 
bill that passed the Senate this last year, and passed this last session, and which 
is today pending in the House of Representatives; is that correct? 

Mr. Case. Yes. 

The CHAIRMAN. It is bottled upin the Judiciary Committee. 

Mrs. St. Georce. Is that S. 27 (82a Cong.) ? 

Mr. Burton. Yes, S. 27. 


TESTIMONY OF MARGARET CULKIN BANNING 


Mrs. Banning, a writer who, in connection with Reader’s Digest, 
recently made a survey of obscene material displayed on newsstands, 
appeared before the committee December 3, 1952, the third day of 
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its open hearings. Her testimony concerned the salacious nature of 
girlie or “cheesecake” magazines which she characterized as pictorial 

rostitution. The pertinent features of her evidence, epitomized, are 
ca recorded verbatim : 


Mrs. BANNING. We felt that the newsstand had become crowded with seeming- 
ly salacious magazines, with very nude covers, and since the number of maga- 
zines which deserved display is very great, these magazines take a dispropor- 
tionate amount of newsstand space. 

Further, we felt that if sold in any quantity they must be having a very 
definite effect on the reading habits and the morals of the country, so the 
problems that suggested themselves to us in that preliminary conference were, 
first, the analysis of the origins of the magazines and, second, the discovery of 
their market and, third, the study and analysis of their effect on readers; and, 
fourth, the study of possible correctives; and, fifth, the application of such cor- 
rectives in various localities; and, finally, the publicizing of the whole job from 
research work to control or suggested control, if any such things developed. 

We are a magazine-reading public. There are 2 billion copies of magazines 
sold in the United States every year, or more, and out of the 1,200-odd, the 
publishers recognize as worthy in their box scores, as they call them, of note 
about 99. 

Those 99 take in not only all the magazines which we commonly see quoted 
from, all the better magazines, we might say, the quality magazines, they also 
include the confession magazines; they include some detective magazines; they 
include some sporting magazines. So it isn’t a narrow field at all, but there 
are only 99 which they really take seriously. 

The rest—that makes, you see, about 1,100-plus—are magazines which either 
include groups of comics or are fly-by-nights which fold after a few issues, or 
the girlies, and there may be a few others in them. 

Of course, we take 1,100 magazines out of 1,200, published ones, and you see 
they could easily crowd out the magazines which people should read, and out 
of which they would get proper information and truth, and good news and good 
fiction, unless the other magazines compete for public notice, and that is a very 
serious problem. 

We felt that many of these magazines had no purpose except pictorial prosti- 
tution, and when we got to that phase of the investigation we decided to go on 
with it and see what we could do. 

We came to the conclusion that we are going to have one thing or another, 
either a clean-up of the newsstands in the United States or a censorship of many 
and, perhaps, all of them; that if many of the materials on the newsstands 
continue to be as offensive and as objectionable to large groups of people in 
their communities, we will have more and more local boards of censors estab- 
lished, and commissions with national authority, such as this one, may be 
created not only to probe the extent to which published matter is indecent and 
immoral, but even to dictate what may be offered for sale on public stands, 
and even in book stores. 

There will be frequent police raids on newsstands, more arrests of vendors 
of periodicals and pocket books. 

The courts will ring then to heaven with arguments about the right of the 
free press, and the dangers of thought control; and, on the other hand, about the 
duty of protecting children and susceptible adults against evil influence in print 
and pictures, and we feel that the one certain result would be to confuse a 
great many American citizens, and often to set them one against the other; 
in other words, it seemed a serious situation and one which was bound to grow, 
and is growing. 

One thing I am quite sure of is that there is a ground swell of protest all over 
the country against the infiltration of pornography into magazines and paper- 
covered books, as well as against the increasing number of publications whose 
erotic covers are offensive to ordinary respectable people, and thousands of 
people and dozens of organizations are thoroughly indignant and are going 
all out for action in their own communities. 

They belong to many civie organizations and they often direct the policies of 
the group. They are sincere, practicing church members, and they belong to 
various faiths; they are heads of youth groups and parent-teachers associa- 
tions; they are serious and they are locally influential, and between them they 
are unloosing a flood of public opinion which is inundating many newsstands, 
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and has become a matter of top concern with magazine publishers and 
distributors. 

Their efforts are meeting resistance and opposition from two sources: The 
publishers of pornographic material, and those who make a living out of sex 
provocation in print and pictures are ready to put up a fight to protect their 
livelihood, and in some instances they are already engaged in doing battle. 

Some national distributors of periodicals who handle them as purchasable 
commodities without any regard as to their content are disturbed at what they 
regard as restraint of trade in their fields. 

The wholesalers are confused and indignant, because it is their job to be 
middlemen between the distributors and the retailers, and it has been a fairly 
common practice to send the retailers a mixed consignment of magazines, and 
to expect them to dispose of considerable chaff along with the wheat, and many 
professionals and the businessmen in the magazine trade are disturbed, and 
they feel they are being put upon. 

But I think the important, mest important, thing is that these are backed by 
another group, which has to command respect in the arguments and struggles 
we may have before us, and this is composed of people who are also crusaders, 
who will crusade in their turn to protect civil liberties and the free press from 
any unconstitutional controls. 

These individuals and groups believe that censorship of newsstands and 
periodicals is such illegal control. They believe that any harm that can be 
done by reading or photographic matter is unimportant in comparison to the 
damage that restriction of choice and censorship will do to free minds. I do 
not think I need extend that point except to say this conflict isn’t new; it has 
been going on since 1770 in English print. 

I have said that the profits of the magazine field have been so great that the 
crusaders for a clean-up are attacking a branch of big business; and of one 
other fact there is no doubt, that most of the newsstands of America do carry 
a display of sex provocation such as to be found nowhere else in the world. 

The thing seemed to get down to the fact that these magazines are not for 
fun, they are not for play, they are not for beauty; they are simply issued for 
straight provocation, and the more I read them, the more it seemed to me that 
pictorial prostitution was the best description of them. 

In one magazine published a few months ago there were 58 photographs of 
girls wearing only G strings and brassieres, and occasionally black stockings and 
high-heeled slippers. 

They were photographed in all sorts of poses. If anybody is interested in the 
models, I can tell them something about that later, but I think it might delay 
the committee. 

Mrs. Bosonr. Mrs. Banning, when you refer to models, you mean models in 
the girlie magazines? 

Mrs. BANNING. Yes. 

Mrs. Bosone. I wonder if you would give us what you would like to give us 
on that, without passing it by. 

Mrs. BANNING. Well, among the research, and included within the research 
which I did, I thought I would like to see some of the girls who posed for 
these magazines, so I got the names of some agencies in New York and visited 
them. I also visited some of the places where these magazines are published. 

They are published rather obscurely without any of the display or desire to 
attract attention that the ordinary good magazine shows; that is, the Reader’s 
Digest likes to show where it is published, so does the Saturday Evening Post. 
The girlie magazines will sometimes be housed in a building with no name on 
it at all, and sometimes just a little label. Sometimes, in connection with photo- 
graphic—that is, not perhaps in connection, but they would have photographic 
studios in the same building where the pictures are taken. 

I talked to a number of the girls who modeled for these pictures. They don’t 
model, of course, only for the girlie magazines, but they model for advertise- 
ments in the papers. 

One of the things that I felt most keenly about was that this is a very dead- 
end job for a girl. One of them told me that it lasted, at the most, about—she 
came into it very young—about 10 years, which would throw her out without 
any training whatsoever when she is in her late twenties, or, perhaps, in her 
midtwenties, and there are all kinds of girls. 

They seemed so far removed from the pictures which you see in those maga- 
zines that it was another affront to truth, because those magazines say, “Here 
is Birdie Robbins,” say, “this audacious brunette.” When you see Birdie Rob- 
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bins, she is likely to be a little girl from the Bronx who is sitting there in a worn 
cvat hoping she can get one of these wretched jobs, and it seemed to me a thing 
that, a profession which, might be looked into, and possibly helped by some of the 
groups of women in the country. 

Mrs. St. Grorce. Mrs. Bunning, at that point, how are these girls paid? I 
mean by that, how well are they paid? 

Mrs. BanninG. They are paid by the job. 

Mrs. St. GeorcE. By the hour? 

Mrs. BANNING. By the hour, by the picture. They go out on a job and, of 
course, the pay varies very much according to where the thing is published. 

Mrs. St. GeorGe. I see. 

Mrs. BANNING. They have to take care not to be over-photographed. Of course, 
there we go into the modeling business, at which we had to draw the line. 

Mrs. St. GeorGce, Yes. 

Mrs. BANNING. It was only when girls posed for some of these pictures that 
you felt they were going very, very far indeed. 

I said to one of them, I asked her if she minded, and she said, “No, after a while 
you don’t mind. They don’t look like me anyhow,” and I was inclined to agree 
with her on that point. 

Well, we had to find out if these magazines were read. That was one of the 
things that we all were in doubt about. We found in one inland town, we made 
various researches, but in one inland town, in New York State, which is about 
20,000 in population, there was no Army installation near it, that magazines of 
this type disposed of 1,700 in a single month, or 1 copy, nearly 1 copy, for every 
10 women and children in the town. 

In the larger cities in Massachusetts, the same group of sexy magazines sold 
13,266 copies on the average every month, which is about the same proportion 
of re adership that was found in the smaller town. 

It is by looking at such figures that the effects of these magazines on our 
national habits of thought can be estimated. 

I think it was Mr. Duffus, Mr. R. L. Duffus, who is very well known, who wrote 
that the newsstand in the long run will be a reflection of what the populace 
thinks about when it is not occupied with its daily labors, and the newsstands 
are beginning to reflect an acceptance of and a growing concentration on 
lewdness. 

I tried to determine the kind of person who read them by reading not only 
the material but the advertisements, because advertisements are usually a good 
clue to the people for whom a magazine is published, and the bulk of these 
advertisements seemed to be directed mostly at men, frustrated men, who were 
too short or too fat or too friendless or too far from home to have a successful 
sex relationship, and then the double-page pin-ups indicated that the magazines 
are popular with men who live without women and try to satisfy their sex desires. 
in some lone and imaginative way. 

I happened to be on the Governor’s Penal Reform Commission in Minnesota, 
and in our survey of the penal institutions there I took special note of these 
“girlie” pictures, and where they were allowed at all, we found a great number of 
them. 

I have also been told by the heads of various homes for delinquent girls that 
the girls come in with their suitcases practically full of them, and little else, but 
I have heard the same thing from mothers of girls who come home from eastern 
boarding schools, so I am not at all inclined to think that these are only read by 
people who are on the borderline of delinquency. 

There are two schools of thought on the effects of this among police officials and 
medical men, and consulting with sheriffs and probation officers as well as psy- 
chiatrists and psychologists, you get that. 

Some believe firmly these books do influence juvenile readers, and others think 
just as firmly that delinquency cannot be attributed to such causes, but it is 
perfectly true that whether this smut incites to crime or not, it certainly does 
degenerate taste, and it does debauch truth. 

It also portrays promiscuity as if it were normal. It casts slurs on decent home 
life. 

In all my reading of these magazines I have never found a reference to a wife 
who wasn’t pictured as a shrew trying to deprive her husband of fun with other 
girls and women. 

The magazines portray women as being only sex instruments and not even 
fertile ones. 

Articles and pictures never admit that family life exists except as a snare. 
They are untruthful, they are unrealistic and, I think, that is the thing that can 
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be said about them, whether they actually incite to crime or not. They give a 
false picture of life to many, many young people. 

I think, perhaps, I should give you my few recommendations and then if 
anybody wanted to ask me some questions I would be glad to answer them. 

The solutions that we finally came to were not mutually exclusive, and to 
begin with, the negative ones we felt, after a good deal of consultation and a 
great many letters back and forth, were that political censorship, whether it was 
local or State or not, was not the answer; that it would always arouse controversy 
in communities; that it was opposed in principle to our constitutional privileges 
of free print, and also that it was not necessary. So the solutions fall, as I have 
them, into three groups pertaining to the industry, and the law, and the 
community, and they are not mutually exclusive; they could all work at once. 

We felt that the industry could establish certain standards of taste; that it 
could show the same respect for the inhibitions and modesty of the average person 
as are evidenced by radio, TV, and the motion pictures, to some extent. 

It is their business, the industry’s business, as to what method they should use 
to establish the standards, and they would be the most competent people to know 
anything about it. They have had a great deal of discussion in the industry 
and among the distributors as to what should be done. 

I rather dislike doing this, but I think it is necessary to say that this should 
include all magazines and not just the “girlies,” because where you come up 
against a very difficult problem is when you criticize a ‘girlie’ magazine, with 
covers such as are before you, and you have then magazines which we find very 
useful like these two Quicks coming out, and your argument is nullified, so what- 
ever standards are established should run through the entire industry, certainly, 
and not be confined to a few magazines which are labeled as “girlies,” because 
these could easily go out of existence and simply grow again over night under 
new names, and they have often done so. 

The industry could establish standards; it also could make it very clear that 
there was no pressure on the wholesaler to take magazines which he doesn’t like 
or to pass them on to the retailer. This does not happen in many, many com- 
munities, but it happens in some, and it is a rather subtle thing. You can’t put 
your finger on it. It probably isn’t recognized by the people at the top of the 
trade, but these magazines may be packaged and sent off, and if you got the 
Saturday Evening Post and Collier’s and True Confessions, you may get a bunch 
of “girlies” in it. 

Well, if you want to pack those up and send them back as a retailer or asa 
wholesale dealer, you should be privileged to do so without any penalty. So 
the industry really holds the key to what can be done. 

Then, the legal field should be scrutinizeé. Certainly they could tighten the 
transport of the magazines and the enforcement of the mailing privileges for 
these magazines, so that they could be made more realistic. 

It is difficult to define what is lewd, perhaps, but with so many competent 
people at work on this problem some definition could be worked out that would be 
a corollary to our present law or at least a guide to. it. 

The mailing privileges of many of these magazines have been allowed to them 
because they are supposed to be sending things through the mail for educational 
purposes and, of course, nothing could be farther from the fact, and then in 
some places, of course, they have found it advisable to actually enact laws, as 
in Idaho, where no pressure—where pressure on a dealer is made an actual 
statutory offense. 

There was a great deal of argument as to whether that law would pass, but 
it did pass. and unanimously, both houses, and was signed by the governor. 

In other words, the industry can see that there is no pressure on the wholesaler 
and retailer, and the legal field can see that that is really done. 

Then we come to the community, which is more my field, although I think it is 
idle to say that the communities can do it by themselves. 

They need the protection of the laws and they need also the really good will 
of the industry and the cooperation of the industry. 

You have to create a climate of opinion in your community which would rule 
out these magazines, and I think it could be done. 

Mrs. Sr. Georce. Mr. Chairman, I would like to also say that I admire the 
restraint with which Mrs. Banning has handled this subject, because I think it 
is a very easy one to go too far on. She has not done that, and for that reason 
her testimony is, in my estimation, the strongest that we have had. 

There is one question that interests me, Mrs. Banning, because you brought up 
the question of taking some of this literature over just for your own use to 
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Europe. Is it not a fact that today our newsstands are far more disgraceful 
so far as their content is concerned and their pictures, than they are even in 
Europe, where we used to think all that sort of thing existed, and we in America 
were completely free of it? You do not see newsstands such as ours in the 
railroad stations, for instance, in France or in Italy? 

Mrs. BANNING. Or Spain. 

Mrs. St Georce. Or Spain. 

Mrs. BANNING. In Spain, of course, they would not be tolerated for a moment. 

I have never seen anything like them in Italy. In France, I made a rather 
elose study. In France you can always go out and buy a book of nudes, you 
ean buy what they call their filthy postcards, but they are not displayed for 
public sale on any of the bookstands along the larger streets. 

In South America, where I was this last winter, I went into considerable 
study of what was on the newsstands, and I found nothing like our magazines 
here. 

In Canada there is great protest against the fact that we send this material 
over there, and one person went so far as to say bitterly—I think this, perhaps, 
should be in the record—well, in Canada, anyway, they feel that they send us 
their pulp, and—here it is. 

The CHAIRMAN. I wish you would read that, if you would, for the record. 

Mrs. BANNING (reading). “Across the border in Canada there is anger and 
worry about the increase of salacious and harmful printed material, most of 
which is imported from the United States, and an alderman of one Canadian 
city said recently that 80 percent of Canadian pulp goes to the United States, and 
85 percent of that supply comes back as trashy reading matter. Asked how he 
arrived at that last figure, he said, bitterly, ‘Look at the newsstands.’ 

“Some members of conservation committees in Canada have said that it is 
worthless exploitation of a tremendous national resource to turn good pulp 
into publications that spread standards of indecency. But the stockholders of 
distributing companies find that sex magazines, crime comics, and lurid pocket 
books are just as profitable on the Canadian side of the border as in the States.” 

Now, there are laws in Canada, as there are in the United States, to prohibit 
the manufacture and distribution of these publications, but until the public 
was aroused there seemed to be no teeth in these laws. 

In Quebec they have done what was threatened last year in Massachusetts; 
they actually established a board of censors with power to suppress and order 
confiscated, and have destroyed matter considered objectionable, and one agent 
for a distributing companly wrote from Quebec recently to his home office here, 
“That is the end of the ‘girlie’ books here.” 

In Ontario the feeling ran very high, and they had there exactly the same 
problem we have here, the quarrel between the good citizens who passed possibly 
emotional ordinances, and the people who were trying to protect the right of 
free print, so I think that is the answer. 

We are the worst country in the world at the present. There is no doubt 
about that; we are the worst in the world in regard to publications and distribu- 
tion of, well, indecent magazines. 

Mrs. St. Georce. Mrs, Banning, is it not a fact that that has happened within 
practically the last 10 years; that it is almost a complete change in our mores 
or ways of thinking? 

Mrs. BANNING. I think myself—but it is one of those things that you are 
incapable of proving—that it is a postwar development, and, of course, the 
writing of books has changed. 

We have had books which wouldn't have—which would have been censored and 
not tolerated a few years ago. There is great freedom of thought, and where 
that leads to any extension of knowledge or any development of mental capacity 
or deepening of psychology, it is justifiable. 

But as you read these magazines, they are so full of misinformation about sex, 
and it comes to the point where they have to feature abnormal sex in order to get 
a hearing, and they must get worse and worse and worse because they go as 
far as they can, and then they must have something tor the next issue. They 
can’t possibly get better or they would lose their hold on their readers. 

The CHAIRMAN. Along that same line, Mrs. Banning, you brought out a point 
to me that was most interesting. You stated that the competition that comes 
from the 1,100 or such of the particular type of magazines to which you refer, 
that with the some 99 other magazines of established merit, it was a problem 
indeed. 

I wish you would comment further on that statement of the problem. 
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Mrs. BANNING. You mean the competition between the magazines which really 
have something to offer? 

The CHAIRMAN. Yes. 

Mrs. BANNING. Well, the public goes in—the boy who really does not know 
very much, or the girl, and the Reader’s Digest is there in a plain cover, the 
Saturday Evening Post has a family portrait on the front, the Ladies’ Home 
Journal may have a picture of fruit, and one of these magazines has a naked girl 
on the cover. 

Your dealer, who is attracting a very mixed trade indeed, is going to put out 
the naked cover, and when he has 380 of those, there isn’t room enough for the 
others. 

The comics take so much space on the news stands—the comics, the detective 
stories, the westerns. 

Those magazines, the better magazines, still, of course, have a higher circula- 
tion, by far—that is, the big ones—than the ones which are really unworthy of 
publie taste or public reading, but they crowd them out, and it has been proven, 
of course, with the pocket books—I am sure you have heard this many times in 
your testimony—that with even a serious book, it is necessary to put on a very 
flashy cover so the book will be read. 

Within the last few years you can hardly find a detective story which is not 
bound to a simple formula of city private detective who finds a blond, and then 
commits—she is dead. Then he commits one rape after another in the most 
amazing succession ; through the story there is very little detection, and there is 
very little of the element of mystery. They have become unreadable, uninterest- 
ing, and perhaps, as someone said to me, the thing will kill itself, but that I 
hardly believe just yet, not before it does more harm, unless we take a hand. 

The CHAIRMAN. Mr. Burton, do you have any questions? 

Mr. Burton. I have no questions of Mrs. Banning, but I have a comment that 
would be of interest to the committee. 

It will be recalled that one of the books about which discussion revolved in the 
testimony of the publisher, to which reference was made here a moment ago, 
was Women’s Barracks. 

Recently, I have just been informed, in the Carleton County Court in Ottawa, 
Canada, that book has been held obscene by Judge McDougall, and his com- 
ments on the book were: 

“This book, which is fiction, purports to deal with the life of a number of 
French women who enlisted in a French women’s army organization during the 
period of the late war and the action is laid largely in the city of London. It 
deals almost entirely with the question of sex relationships and also with the 
question of lesbianism. 

“A great deal of the language, and particularly the description of two incidents 
of unnatural relationships between women, is exceedingly frank. The argument 
advanced before me was that publicity should be given to the question of les- 
bianism in order that it might act as a deterrent influence, and in this respect 
would be a matter for public good. 

“The dissemination of such information is no doubt a matter that should re- 
ceive proper attention from a medical and psychological standpoint, but the 
manner in which the material is presented in this book does not comply with 
those standards in any manner. 

“In my opinion this book could have no other effect than to deprave and cor- 
rupt. I find the accused guilty as charged.” 

The CHAIRMAN, And, Mrs. Banning, that particular book was testified to from 
that chair where you sit by the publisher himself, that it was good reading 
matter for his daughter. 

Mrs. BANNING. That is very interesting. The trouble is that if you indict a 
few, if you get those out of existence, they come back with new titles, very often. 


TESTIMONY OF GOLDEN N. DAGGER 


Mr. Dagger is an attorney in the Department of Justice. 


Mr. DaGcer. I am head of what is known as the Government Operations Unit 
of the General Crime Section of the Criminal Division in the Department of 
Justice. 

There are assigned to that unit statutes that relate to operations of the Govern- 
ment, such offenses as bribery, irregularities of Government employees, also postal 
violations, and as a result of that assignment of postal violations we naturally 








70 PORNOGRAPHIC MATERIALS 


come in contact with the obscenity laws which, I believe, is a matter of interest 
to this committee. 

Aside from the prohibition against the use of the mails for carrying obscene 
matter, it will be observed that the interstate transportation of such matter is 
proscribed only to the extent that it is deposited with an express company or other 
common carrier for carriage in interstate commerce. There is no law pro- 
hibiting the transportation of obscene matter in interstate commerce by private 
conveyance for sale or distribution. For some years information has come to 
the Department from time to time indicating that the purveyors of obscene 
material are taking advantage of this loophole in the law. Under the modern 
convenience of motor transportation those trafficking in obscene matter can ef- 
fectively carry on their trade by means of private conveyance. In order to cope 
with this situation the Department suggested the enactment of appropriate 
legislation. In this connection, the latest request is embodied in S. 27 of the 
Eighty-second Congress, first session. By that bill it is proposed that a new 
section be added to chapter 71 of title 18, United States Code. The new section 
would make it an offense knowingly to transport in interstate or foreign com- 
merce for sale or distribution certain specified articles and matters, including 
books and pamphlets of an obscene, lewd, lascivious, or filthy character. The 
bill provides that the transportation of two or more copies of any obscene pub- 
lication, or two or more of any article of an obscene character, or a combined total 
of five such publications or articles, shall create a presumption of intent that 
such publications and articles were intended for sale or distribution. This 
presumption would be rebuttable. The penalty provided would be the same 
as that provided in section 1461. Under the provisions of that bill the court 
would be empowered upon the conviction of any person for a violation of the 
act to order the confiscation of the proscribed articles or things found in the 
possession or control of the defendant. 

At the time a subcommittee of the House Committee on the Judiciary was 
holding hearings on 8S. 27, some members expressed the thought that the language 
of the bill could be simplified so as to avoid the itemization of the numerous 
articles and matters proscribed therein. After some discussion further con- 
sideration of the bill was held in abeyance with the suggestion that consideration 
be given to the simplification of the language of the bill as well as that of the 
existing obscenity statutes. The Department has given some consideration to 
the suzgestion but nothing has been developed which could be considered an 
improvement over the language now used in the statutes and in the proposed 
bill. 

Mr. Burton. Can you say whether or not it is the intention of the Depart- 
ment to renew its recommendations for the passage of the bill which passed the 
Senate, known as S. 27? 

Mr. Daceer. I think I can answer that in the affirmative. 

Mr. Burton. Have you any other recommendations to offer which would tend 
to correct the situation which has grown up so rapidly in recent years? 

Mr. Daacer. Well, the only one I can think of at the present time is the bill, 
S. 27, covering the private conveyance of obscene matter. 

Mr. Burton. As it is now, a man can pack a suitcase full of obscene material 
and get on a train and take it wherever he pleases, and not violate any law; is 
that correct? That is, in carrying it from one State to another, I don’t mean when 
he arrives in a State because then he would be subject to the State statutes or 
the ordinances of the particular municipality where he took the material. But 
couldn’t he get on a train with obscene material in a suitcase and not violate 
the Federal law? 

Mr. Daccer. Well, that is a difficult question to answer. Recently I saw a 
case—I cannot give you the specific citation—somewhat similar to that, where a 
man filled a suitcase full of obscene books and got on a bus, went across State 
lines, and he contended that was not transportation by common carrier because 
the common carrier never had possession of the suitcase. 

Mr. Burton. That is right. 

Mr. Daccer. So, if that contention be upheld by a court, I suppose you couldn’t 
touch him. 

Mr. Burton. Well, if he carried it in his own automobile then he would not be 
violating the law. 

Mr. Daacer. He would not, at the present time, and that was our object in 
proposing S. 27. 

Mr. Burton. Is it your opinion, Mr. Dagger that if this law, S. 27, is passed 
by both House and Senate it would be extremely effective in correcting the 
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purveying of pornographic material, either in novelty form or in the form of 
mugazines or books? 

Mr. Daccer. I think it would be quite effective. 

Mrs. St. Georce. I merely wanted to ask one question which I have asked 
several witnesses, and that is, Do you feel by the passage of S. 27 we would get 
this whole legal set-up so that it would really be workable and give some teeth 
to the law, and some strength, more strength, to the States in their work on this 
particular subject? Do you feel we need S. 27, in other words, to round out 
and strengthen the legal procedure? 

Mr. Daacer. Yes, I think we do, based on the information which we have. 

Mr. Burton. I would like to ask also if that is not the reason why detailed 
language is used in S. 27, so as to cover every possible phase of obscene material, 
leave nothing that is not described? 

Mr. Daccer. That is right. From my own personal viewpoint now, it Seems to 
me that if we tried to change that language by using more general terms, you 
might make difficulties for ourselves in the enforcement of the obscenity laws. 


TESTIMONY OF ARCH CRAWFORD 


Mr. Crawford identified himself as president of the Magazine Pub- 
lishers Association, Inc., of New York City. Before entering upon his 
oral testimony, he proffered a 9,000-word mimeographed statement 
which was accepted by the committee for the record. The main theme 
of the statement in effect was a brief and argument against censorship 
and for freedom of the press—two fundamental principles which the 
chairman promptly reassured him had nothing to do with this com- 
mittee’s current deliberations. The substance of Mr. Crawford’s testi- 
mony was that self-regulation of the industry was not feasible; that 
little had been done about it within the industry ; yet no governmental 
restrictions should be imposed upon the industry either. 


Mr. Crawrorp. Magazine Publishers Association, Inc., is a trade associa- 
tion, organized in 1919 as a membership corporation, whose members currently 
publish approximately 386 nationally known and distributed magazines having a 
eurrent circulation of more than 137,000,000 copies per issue. 

Publications of the members of this association include magazines of general 
interest, news magazines, business publications, agricultural and religious pub- 
lications and others both large and small. In the main they comprise the gen- 
erally accepted magazines which are sold over the newsstands and are received 
in the homes of subscribers throughout the United States. 

This association and its members strongly urge, however, that any legislation 
which may emerge from the investigation and study by the select committee be 
carefully framed with proper regard for the principles of freedom of the press, 
particularly the freedom from previous restraint or censorship, guaranteed by 
the first amendment to the Constitution of the United States and that it be 
couched in language of such definiteness and certainty that persons of common 
intelligence will not be required to guess, at his peril, as to its meaning, and 
that, I should say, is the heart of all of the pages I have here—that sentence. 

The CHAIRMAN. Because of the fact that the resolution did say “United 
States mail and otherwise,” you are just taking one version of this and putting 
all that in there. If you have anything on that sheet or several sheets that you 
hold in your hand as to matters that you think would be of benefit to this com- 
mittee, we would like to hear them. 

Mr. CRAWForp. Well, the point is this: Practically all of the publications which 
might be included in any of the groups that you have mentioned there, comics 
and so forth, the maximum percentage that goes through the mail of any of 
that type of book is 7 percent, and it goes from that down to zero. Most of it is 
almost entirely newsstands. 

The Magazine Publishers Association, Inc., and its members are firmly in 
accord with the foregoing principle (freedom of the press) that every publica- 
tion, however doubtful its worth or character may appear to be, is entitled to 
protection in its constitutional rights, and they are concerned that these rights 
be fully protected. 

The CHAIRMAN. We are, too. 
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Mr. Crawrorp. The association submits that control of the content of “books, 
magazines, and comic books” by more legislation is not a satisfactory answer to 
the kind of literature and art which is presumably the objective of the select 
committee’s investigation and study. 

Regulatory legislation in this field presents great difficulties of draftsmanship 
and, particularly, with respect to prior censorship, entails overriding danger to 
the larger public interest. 

Mrs. Bosonge. Mr. Crawford, I agree with you on the protection of our entire 
Constitution, which includes, of course, freedom of the press and freedom of 
speech, but when a bad situation arises, we shouldn’t be frightened. If the 
occasion is bad enough we should take the bull by the horns and do something 
about it. 

Now, surely you have been thinking about what the publishers can do, and 
you represent a tremendous organization here, a tremendous organization for 
good in this country. It would seem to me that there is no limitation on 
the power which you have in that association, and its effect upon all the pub- 
lishers of this country. 

You have played down what the industry could do, but you have played up 
what can be done at the local level and in the home. 

I do not believe that the families and the homes are asking for the stuff that 
has been entered in the record of this hearing. I think it is practically forced 
upon them by being made attractive and appealing to sensationalism, and some 
of them are taking it, as Mrs. Banning says, 1 out of every 10 in these average 
communities in which she and the editors of the Reader’s Digest made a survey, 
and it would prove that it is a pretty serious business, and that this kind of stuff 
is being pretty widely read. But the point I wish to make is this: It would 
seem that you, representing this tremendous organization, could really do 
something about it at the source instead of putting it at the local level, the 
police, and putting it in the local home; why can’t you do something about it 
right at the faucet? 

Mr. Crawrorp. It was brought up this morning about the matter of getting 
these publications, undesirable publications, off of the stands, and our problem 
is that there are other Federal laws, and one of the group is the restraint of 
trade. Usually these publishers of these books that are being criticized are not 
big, they are not even medium-sized publishers. As a matter of fact, if you 
analyze it, you will find in almost every case they have set up an individual cor- 
poration for each magazine so that if you put one out of business you have just 
put one corporation out. 

As I see it, it is the biggest contribution our industry can make, and that is 
won through these channels, because I think we are pretty completely stymied 
on exerting any pressure on distributors or retailers. 

The CHAIRMAN. Your organization evidently is not in favor of doing one thing 
about the existing conditions and situation that prevail on the newsstands of 
America. 

Mr. Crawrorp. We are doing it. The big thing that I mean we can’t do this 
thing that has been suggested over and over, that the big publishers should just 
throw their weight around and say, “Hey, you, get off the stands,” because it 
can’t be done that way. 

If you can inake 2% cents selling the Saturday Evening Post, and you can make 
5 cents or 7 cents selling one of these less desirable items, there are enough 
people in the retail field that will be more impressed by that ratio between 2 and 
7 than they will the ratio in total sales. 

The CHAIRMAN. You represent accepted and constructive types of 
publications? 

Mr. CRAwForD. We have entertainment books, too. We don’t claim they are 
all “think” books. There is fun and all that, but we do think that we represent 
the worth-while part of the United States magazine industry, not all of it. 

The CHAIRMAN. You are just for letting any one of the group print anything 
it sees fit in any issue? 

Mr. CrawrorD. Well, I will tell you this: That if anybody violates good taste, 
he will have a lot of brotherly talk. 

The CHAIRMAN. How far would you go? 

Mr. Crawrorp. From other members. But so far as our association taking 
official action on that, up to now, at least, that has not happened. There is lots 
of worry and discussions. 

The CHAIRMAN. Well, now, for 3 days we have been getting testimony here 
to the effect that one of the main things that needs to be done is for the industry 
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itself to do something about this question, and you come to us and say, “We 
will do nothing whatever.” 

Mr. Crawrorpb. No. 

The CHAIRMAN. And cite a long list of decisions about freedom of the press, 
and that’s your story. 

Mr. CrawForp. I think if I point it out, I think the biggest thing our industry 
can do is to encourage more of the type thing Mrs. Banning has done in the 
Reader’s Digest and more of this type thing that is in Parents Magazine and in 
Christian Herald. I think our biggest contribution is going to be through 
making people think. 

The CHAIRMAN. Now the Magazine Publishers Association, Inc., of which you 
are president, has a large number of members. Do you have any criteria about 
which you accept membership or they accept membership in your association? 

Mr. Crawrorp. The only criteria is that they have to be a magazine form, 
they have to be published at least four times a year, and I guess probably this 
last item was put in at the request of the Newspaper Publishers Association be- 
cause the one specific thing it says, “Except daily and weekly newspapers.” 
That's all the limitation. 

The CHAIRMAN. Is your association one of the larger ones? 

Mr. CrRAwForpb. Yes, sir. 

The CuatrMANn. Representing the industry? 

Mr. Crawrorp. There are many specialized. There are the business publica- 
tions, the agricultural, the comics, the movie magazines; I couldn’t say just how 
many specialized groups, but at least five or six. 

The CHAIRMAN. You represent the type of publication that Mrs. Banning testi- 
fied about this morning? 

Mr. Crawrorp. And the smallest book that we represent is the Cracker and 
Biscuit Baker, and it has 1,100 circulation. 

The CHAIRMAN. And goes on up to? 

Mr. Crawrorp. To 8 or 9 million in Reader's Digest. 

The CHAIRMAN. Now, it is your contention that any one of these publishers of 
these media could put any kind of picture it sees fit in an issue of that par- 
ticular publication? 

Mr. Crawrorp. No, sir. Our feeling is this: That the responsibility is ab- 
solutely on his editor and on him. 

The CHARMAN. It is being done. What do you think about it and what are 
you going to do about it, if anything? 

Mr. Crawrorp. As I said, you have to educate. 

The CHAIRMAN. You are going to educate whom? 

Mr. Crawrorp. I think mostly the reading public so that they just stir this 
thing up—— 

The CHAIRMAN. You are not for doing anything about it except through the 
reading public? 

Mr. Crawrorpb. it isn’t a matter of what I'm for. It is a matter of what we 
can do as we see it. If you try to exert pressure on these other people, you are 
putting yourself wide open. 

The CHAIRMAN. Well, these objectionable media are in existence. 

Mr. Crawrorp. That’s right. 

The CuHarrMAN. And the only way is through public opinion, in your way of 
looking at it? 

Mr. Crawrorp. Well, certainly we can’t put them out of. business. 

The CHAIRMAN. It is not the intention of our group here to put anyone out of 
business. 

Mr. CrawForp. Well, that’s about the only way some of these books that you 
are concerned about are going to cease publication, I’m afraid. 

The CHAIRMAN, You mean just fold up completely because they are not going 
to change their manner and form and substance? 

Mr. CrAwrorp. I hate to say it. That’s a personal opinion, sir, but it’s what 
TI fear, because frankly in the group that I’ve worked with, even the ones that 
publish the westerns and the adventure-type stories, and so forth, in our group 
we don’t have any trouble. 

The CHAIRMAN. As president of the association you don't think—— 

Mr. Crawrorp. We can exert influence, but I think we've got just the same 
sort of a job here that the American Heritage Foundation had in getting out 
the folks to register and vote this year. I think it is a matter of stimulation, 
getting people stirred up, interested, and you'll be surprised how much can be 
accomplished. 
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Mr. KEARNS. Now, you mentioned there that you had no particular authority 
but you did talk to the people in your association and try to influence them 
probably on the best type of literature that they should print. 

How often do you ever exercise that willingness to go to some of these pub- 
lishers who are putting out some of this terrible literature on the market? 

Mr. Ckawrorp. Well, I don’t talk to those people. I heard mention this morn- 
ing about the names of two or three of those publications, and I have to confess 
that I didn’t even know those publications were in existence. 

Mr. Kearns. I can appreciate that. 

Mr. Crawrorp. Until NPA came up and the very first hardship case, where 
they were asking NPA for more paper, was coming from two of those that were 
named here this morning. That's the first. NPA only had one man in the 
division at the time, and somebody down there said, “Well, if a problem comes 
up, send it up to Crawford.” 

So I had to find out who these people were, and they are over there on West 
Fifty-second Street, upstairs, just as Mrs. Banning described, and downstairs 
and on the ground floor and in the basement are the honky-tonks where they put 
en the same type of show that they put in the magazines, and there is where I 
found these individual corporations, each magazine, but back of it there was 
almost identical ownership. 

Still they were the first ones to come up with hardship and say, ‘We are just 
little fellows and we can’t buy paper.” 

Mr. Ke‘kns. But they are becoming big fellows. 

Mr. CRAWFORD. Now, I think you'd be surprised. It’s pretty hard to get 
ficures on their advertising because they don’t belong to the Audit Bureau of 
Circulations and all you can go on is their claims. They haven't built up any- 
thing sizable, and they get practically no what you would Call reputable 
advertising. 

Practically all the advertising they get is almost the same type, the same 
grade as their editorial material. 

Mr. Kearns. As head of this fine organization, aren’t you personally alarmed 
at the infiltration of all this type of literature on the market? 

Mr. CrawForbD. I certainly am. There isn’t any argument about it. The place 
where we are just absolutely stymied is what do you do about it. 

Mr. KearNs. Well, you came up with a good idea here about the Federal 
Trade Commission. Maybe we should have had the Federal Trade Commis- 
sion appear before us instead of publishers to find out what the Federal Trade 
Commission let the publishers do. 

Mr. CrAwForp. It isn’t just a matter of publishers. It’s in any case where 
the big fellows start throwing their weight around. 

Mr. Kearns. That’s right. 

Mr. Crawrorp. And this is just the ideal set-up where this little fellow over 
on West Fifty-second Street can go down to them and say, “Look, I’m just a little 
guy. I’ve only got one book, and these great big fellows come and they just 
shove me right off the end of the stand and I’m going out of business.” And 
you can’t eriticize the Federal Trade Commission. They are doing their legal 
duty when they go to bat for the fellow that way. 

Mr. Kearns. Regardless of what he prints? 

Mr. CrAWwForD. Well, I don’t know enough of the Federal Trade Commission’s 
authority, but I don’t believe it’s their province. 

Mr. KEArNS. This becomes a vicious merry-go-round though. 

Mr. CrawrorpD. That's right. 

Mr. Kearns. You say, let’s start here, and then you say, let’s start down at 
another place, and when you get back to this place you say, let’s go back up 
there. Where are you going to lay a finger on a fellow and say, this is going to 
stop and we are going to have the end of this type of thing on the market? 

I can appreciate your position, but at the same time this committee isn’t try- 
ing to hurt anybody but they certainly don’t want this thing to continue as it is 
now. I think it is deplorable to have this condition in this country, personally. 

Mr. CrawForp. I think of two things that we can do. I think the most im- 
portant thing that we can do is write through the editorial columns. I think by all 
odds the greatest thing that has happened is Mrs. Banning’s work thus far. 

Mr. Kearns. You made a good suggestion there. Would you be willing to 
have your association members that believed in clearing this thing up write 
editorials in their publications and try to reach the people? 

Mr, CrRAwForD. That's an individual decision. I'll be very glad 





Mr. KEARNS. Maybe you could take it up with one of your executive com- 
mittees and pass it along. 
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Mr. CrawForD. I’ll be glad to report after testifying here. 

Mr. Kearns. It seem tu me if Time and Life and Fortune and a lot of those 
magazines would come out and say, “Let’s get behind this thing and clear it 
up,” it probably would be sufficient. 

Mr. Crawrorp. I'd rather have the women’s books personally. Ladies Home 
Journal has got a good slogan, “Never Underestimate the Power of a Woman.” 

Mr. Kearns. I am personally opposed to any Federal control, but I cen- 
tainly, as a Member of Congress, would like to make a most urgent appeal to 
to your industry to do it. 

Mr. CrawForp. I'll promise you, Congressman, that in my report of today I 
will report to all the members of our organization that that request was made 
both by the chairman and by yourself, and I will certainly so, proceed. 

Mr. Burton. Now, certainly in my argument there is no idea of censorship 
of the press, not at all, but we have here a number of books. Our survey 
has developed that those books contain matter which is obscene; I thing you will 
agree. Since 1941 the paper-bound bovok industry has increased enormously. 
You understand that even better than I do, Mr. Crawford. 

Mr. CrawForD. Yes, sir. 

Mr. Burron. During that time it has not only increased in numbers, but it 
has increased in pornographic content, and today, as 1 have mentioned here 
before, these books deal extensively with the use of narcotics in a very dan- 
gerous way, particularly to juveniles who might read them, it deals extensively 
with homosexuality and in a way that would not be preventive. In one we 
found a postscript advocating polygamy. 

It has any number on perversivn, lesbianism, on nymphomania and all the 
various types of perversion, and it is growing worse. It is increasing. 

As Mrs. Banning said today, to depend upon public opinion might be too late, 
because it’s increasing faster. Now, do you see any reason why this committee 
should not make an effort to stop the shipment of that type of material in in- 
terstate commerce? 

Mr. Crawrokp. No, sir. I also say this, that there is one of the differences 
between that type of publication and the average magazine, and that is you 
won't find even in the poorest magazines these extremes that your have men- 
tioned. 

Mr. Burton. Isn’t that due very largely to the fact that the magazines de- 
pend upon the mail for their circulation to a large extent? 

Mr. CrawFrorp. That may be part of it, but just go to our so-called pulp 
books, which, as I explained, 7 percent is the top of subscriptions aud the bulk 
of it through nonmail. 

One of the biggest headaches of our magazine editors today is that they can- 
not get the right sort of material from the writers. They say since Hemingway 
and that particular group came into vogue, that the colleges have quit teaching 
the young writers how to write the stuff that the good clean magazine wants, 
and one of their biggest headaches. The result is that even though we have 
more than doubled the total number of lines of editorial material, we are 
running less total lines of fiction in magazines today than we ran in 1940, and 
that’s a matter of record. 

Mr. BurTON. Well, couldn’t that be controlled to a large extent by insisting 
upon the author submitting articles which are devoid of pornography? 

Mr. CRAWFoRD. I don’t know why it is. The editors just say they can’t buy 
it. They say that it just isn’t being offered. 

Mr. Burton. Is it fair to put upon the shoulders of each State control of 
pornographic material when it arrives in the State, if there is any way to keep 
it from arriving in that State? 

Mr. CRawrorD. I think there is justification, but I think it is unfortunate 
that you have to doit in 48 places instead of at the source. 

Mr. Burton. And furthermore, after it gets into the State it is distributed on 
all the newsstands. We have had testimony here there are a hundred thousand 
in the United States. 

Now, how can you expect the parents of children to stop them from going 
in the corner drug store and the newsstands and buying this material and reading 
it? Of course, I know you will say education in the home. 

Mr. CrawrorbD. If it’s bad material, sufficiently bad, what you usually find 
is the district attorney says he is too busy, the city attorney says he is too busy, 
the chief of police says he is too busy, and the net result is nobody does anything. 

Mr. Burton. And the stream of filth continues from the publishers right on 
through the States and to the newsstands. 
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Mr. CrRawrorp. That doesn’t say, though, that the statutes and the laws aren't 
there if the people use them. 

Mr. Burton. I quite agree to that, but the thing that this committee—I am 
not speaking the minds of the committee, but I am speaking from my stand- 
point—has to do is to find some way that does not interfere with freedom of 
the press, that does not establish a national censorship—I don’t think anybody 
even thinks of that—but to find some way to stop the filth at the source and 
not have it scattered all over the United States, and depend upon the mothers 
and fathers to stop the children from going to the corner drug store and buying 
it and that is what is happening today. 

Now, the Federal Trade Commission can’t do anything. 

Mr. Crawrorp. I didn’t bring it in on that. 

Mr. Burton. They cannot do anything about that. You know that, Mr. 
Crawford. 

Mr. CRAWFORD. I mean that simply on the influencing on the stands. 

Mr. Burton. You simply meant by that if a large publisher stops the publica- 
tions of a small publisher from going on a newsstand, then the small man can 
come in and complain about it? 

Mr. CrawForbD. That’s right. 

Mr. Burton. But, of course, by that time the book is printed, the pornographic 
material is on its way and has arrived. That doesn’t stop the publishing of 
the pornographic material. 

Mr. CRAWFORD. Oh, no. 

Mr. Burton. But if you were able to stop that in interstate commerce so it 
couldn't go out of the State where it was published, into another State, then you 
would stop it at its source. Do you agree that that should be done? 

Mr. Crawrorp. There may be some way along that. 

Mr. Burton. I have one more question I would like to ask you, and that is, 
what has the publishing industry done toward establishing a self-policing system 
or code? 

Mr. Crawrorp. The one segment that I know of that has done anything about 
it is the comics publishers, and I think it is called the Association of Comics Mag- 
azine Publishers. 

Mr. Burton. I should think the publishers, the larger publishers, could get 
together and establish a code, and then if a book is published which does not 
carry that code, it certainly would not be favored by many of the newsstand 
dealers. 

Mr. CrAWwForp. I can’t answer you as to how that would work. 

Mr. Burton. Do you think, Mr. Crawford, it is well worth looking into and 
for the publishing companies to examine that possibility? 

Mr. Crawrorp. I will certainly go with you that far, but what I am thinking 
ofisthis. Iam just thinking of trying to set up one code. 

Here is the Reader’s Digest, and then here you’ve got a group of the news 
weeklies, and then you’ve got the weeklies like the Post and Collier’s and then 
you've got the lady books. 

Mr. Burton. Mr. Crawford, you don’t set up a code as to what they shall print. 
You set up a code as to what they shall not print. That’s where the code would 
operate. 

Mr. CrawForp. I will certainly pass the word. 

Mr. Burton. It seems to me if they would establish a code among themselves 
as to what they would not print—— 

Mr. Crawrorp. I’ll pass the word along without any details, just as I promised 
Congressman Kearns, to say that these are things that came up at the hearing, 
and just urge that serious consideration be given. That is as far as I think I 
could go at the moment. 

Mrs. St. Georce. Mr. Crawford, you have given us a very exhaustive and very 
well documented statement here, and you have gone into the law I should say 
very exhaustively. 

Now you apparently do not believe that the industry itself can do very much. 
I have listened to this back and forth, and I can’t see that you have contributed 
anything in the way of suggesting that the industry do something. 

Mr. Crawrorp. Except in more of the type thing that Mrs. Banning has done. 

Mrs. Sr. Grorcr. Yes, but that is hardly sufficient for our needs, I would say. 
Now, we have three choices given us by Mrs. Banning. I think all three were 
excellent. 

The first was that the industry itself should take charge. The second was that 
the law should be called. Do you think that there is sufficient law now if it 
were properly enforced to take care of the industry? 
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Mr. CRAWFORD. As a layman I can only answer what our counsel tell me, and 
they tell me unequivocably yes. 

Mrs. Sr. GeorGe. There is enough law? 

Mr. Crawrorp. The one gap that they recognized was this one I just men- 
tioned, about the transportation either by private or contract carriers. 

Mrs. St. Georce. Well now, Mr. Crawford, you probably are familiar with 
S. 27? 

Mr. CRAWFORD. Yes. 

Mrs. St. GEorGE. Do you believe that S. 27 would remedy the situation? 

Mr. CrawrForp. The first part would. 

The thing that worried me about that particular proposal was would Crowell 
say, not that they'd have a book that would get in trouble, but just for an 
example, would Crowell Publishing in Springfield, Ohio, then be open to possible 
litigation in any United States district court in the United States where a book 
was delivered. If that’s true, it’s a pretty serious chance-taking the publishers 
are up against. 

Mrs. St. GEORGE. It would clean it up pretty thoroughly, wouldn’t it? 

Mr. CRAWFoRD. I think it would get to the point where the material you read 
in the books would be pretty uninteresting because they’d be so scared to 
ever=-— 

Mrs. St. GeorGE. Don’t you think the Reader’s Digest and the Saturday 
Evening Post would still get through? 

Mr. CrawrForp. I think the Reader’s Digest would, although I think they prob- 
ably would have to watch Mr. Wallace on some of those good jokes he runs in 
there. 

Mrs. St. GrorGe. Oh, I don’t believe that. I don’t think those jokes are that 
good. 


TESTIMONY OF MILTON H. GLADSTONE 


Mr. Gladstone, president of Arco Publishing Co., Inc., New York 
City, was the first a e the committee on the fourth 
day of its open hearings, December 4, 1952. 

Capital stock of Arco is held solely by Milton H. Gladstone (50 per- 
cent) and David Turner (50 percent), who functions as secretary- 
treasurer and chief editor. Arco Publishing Co., although incorpo- 
rated, is in effect a two-member partnership. Until recently the 
company concentrated its efforts on “how to” books. How to pass 
civil-service and college examinations, how to make various articles, 
how to succeed in diverse activities. 

But about 1950 the company decided to broaden its field by adding 
so-called “Sophisticates” to its line. ‘These are hard-cover books that 
retail at $2 or thereabouts, and as the name implies are supposed to 
appeal to the worldly wise. Three such books were placed in evidence 
by the committee. 

Mr. Burton. How long have you been in the publishing business? 

Mr. GLADsToNe. Fifteen years. 

Mr. Burton, Is this one of your titles that you publish? 

Mr. GLapstone. That is correct. 

Mr. Burton. When was that published? 

Mr. GLADSTONE. In 1952. 

Mr. Burton. This is titled “She Made It Pay.” It is a hard-cover book. 

Mr. GLapstoNe. That is right. 

Mr. Burton. And by Les Scott. 

This book has everything in the way of sexual intercourse, both 
normal and abnormal; marital love, bought-and-paid-for love, mis- 

cegenation, nymphomani: 1, homosexu: ality—male, homosexuality— 
female. Ch: apter 5 is an account of two lesbians at work. 

There is little that can be excerpted without quoting a sizable part 
of the book. Author has a gift for putting his pornography over 
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by innuendo and double entendre rather than by vulgar or obscene 
words. 


Mr. KEARNs. Did you tell counsel what your gross business was a year in 
dollars and cents? 

Mr. GiapsTone. I would say in 1951 we did about a $200,000-a-year volume. 

Mr. Kearns. And you say you are president of this company; is that right? 

Mr. GLADSTONE. That is correct. 

Mr. Kearns. And you never read this book, She Made It Pay? 

Mr. GLApsToneE. No, sir. 

Mr. KEaRNs. Do you mean to sit there and tell us honestly, as president of the 
company, you published the book and never read it? 

Mr. GLapstone. We have published 500 books. 

Mr. Kearns. That does not make any difference. 

Mr. GLADSTONE. We published Eisenhower's story of the war, which I didn’t 
read. 

Mr. Kearns. Who does your censoring when you publish these books? 

Mr. GLaDsTone. There are an editor and subeditor. 

Mr. KEarns. What is the name of the man who is responsible for this book, 
and who reads it? 

Mr. GLApston. Mr. Turner is the chief editor. 

Mr Kearns. Give us his full name and address 

Mr. GLapstoneE. David Turner, Croton-on-Hudson, N. Y. 

Mr. KEarNs. He is the fellow who reads the book and decides who should have 
it published, that your company should go ahead with it? He told you, as 
president, it was a good book and that it will sell and that, “We had better 
publish it”; is that the idea? 

Now, as president you are putting the blame all on this man, and you are 
getting out of it; is that it? I say that because this book should not be on the 
market. You just be careful of what vou are sayin¢ here, because you are sworn, 
You are just running away from this thing and putting the blame on the 
publisher. 

Do you pay him a salary, this Turner? 

Mr. GLapsTone. Mr. Turner owns 50 percent of the stock. 

Mr. KEARNS. You do not pay him any salary; just give him half of what you 
earn; is that it? 

Mr. GLapsTone. We are both stockholders in the corporation, 

Mr. Kearns You equally divide what you make; is that it? 

Mr. GLADSTONE. Essentially ; yes. 

Mr. Kearns. And he takes the rap on this now because he is the publisher 
and does the reading, and vou are going to walk out because you are the presi- 
dent—you never read the book or anything? 

Mr. GLapsTone. Well, the fact of the matter is that when you publish 500 hooks 
it is a little difficult to read all the books. 

Mr. Kearns. Now you say you do not read them, that you have this other 
fellow do it, your partner. I imagine you would say that this fellow reads 
them, Mr. Turner, your partner, the fellow who is the real publisher of the 
company? 

Mr. GLapstone. The fact of the matter is that the publisher is a man who takes 
care of the financial details of the business. 

Mr. KEARNS. I understand all that. You have a pretty smooth organization 
working that way. I understand that. 

If we brought Mr. Turner here and he said he did not read the book, what will 
happen then if he says he never read it? Do you think he would say that if he 
were sitting here? 

Mr. GLapstone. No, it is not true, because he has read books. As editor 
he necessarily has to read them. 

Mr. Kearns. Mr. Chairman, I think we ought to have a statement in writing 
from this Mr. Turner that he is responsible for publishing this book after having 
read it; that severe steps should be taken to deal with him hecause here is a 
book that definitely should not be on the market. It is a disgrace to our great 
Republic to have literature like this going out in book form and magazine form 
or any kind of form. 

Mrs. Bosone. Of course, Congressman Kearns, this man is just as resnonsible 
if he is president of the company. 

Mr. Kearns. Yes, but he is walking out on it. He is walking ont on his rartner 
under the title of president. 
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Mr. GLapsTone. I happen to be sworn in, and I am telling you the truth. 

Mr. Kearns. I know you are sworn in, and definitely sworn in. 

Mr. GLADSTONE. It is not a matter of walking out on responsibility; it is a 
matter of the functions of an organization. 

Mr. Kearns. You said he was the fellow who read the book; he was the fellow 
who authorized it being printed? 

Mr. GLapsTone. That is his jobin the firm. He is the editor. 

Mr. Kearns. That is what I say. We are going to write him, and if he 
acknowledges that, why your statement stands up there, but you are taking no 
responsibility here this morning. 

Mr. GLapstTone. I don’t Geny any responsibility for the activities of my pub- 
lishing organization. 

Mr. KEARNS. But you said you never read the book, and you are the president 
of the company, and it was published. 

Mr. GLapsToNeE. That happens to be the truth. 

Mr. KEARNS. Well, you ought to be ashamed. 

Mr. GLADSTONE. It is not unusual. There are very few publishers who can 
read all of the books they publish. 

Mr. KEARNS. I want to tell you. young man, it is a hard way to make a dollar, 
what you have done here; it is a hard way to make a dollar. That is all 1 have 
to say. 

Mrs. Str. Georce. Mr. Gladstone, how much does an author, so-called, whe 
writers this kind of thing, get out of a book of this type? What odes he make, 
have you any idea? 

Mr. GLADSTONE. Well, there are various arrangements. 

Mrs. St. GeorGe. I mean, you gave us a very low figure of $500 as being guaran- 
teed him. I do not suppose it takes long to turn out this kind of stuff, but even 
so it is not a great deal of money, and I am just wondering how much an author 
is paid. Whatever he is paid is too much, but I just wondered how much. 

Mr. GLADSTONE. Weill, $700 is about the amount. 

Mrs. Str. Georce. It would be about the amount? 

Mr. GLApsToNE. Yes. In some cases it runs higher, $1,000, $1,200. 

Mrs. St. Georcr. Well, may I say that I think his way of earning $700 is the 
hardest yet. 

Mr. Rees. How much money would you get out of this book we are talking 
about, you and your partner? 

Mr. GLADSTONE. Well, as a matter of fact, it is a dubious 

Mr. Rees. How much have you received, let us put it that way? 

Mr. GLapstone. It is dubious whether or not these books have made any 
money. 

Mr. Kearns. What are you in business for then? 

Mr. GLapstone. Well, at the beginning the books were selling better, and it 
was profitable. At the present time the sale is at a point where it is dubious 
whether or not it is profitable. 

Mr. Rees. So you cannot tell us approximately how much money you made 
out of this book by Les Seott that we are talking about, this one book? 

Mr. GLADSTONE. It is difficult. 

Mr. Rees. You are president of the company, and you should know. 

Mr. GLApsTONE. It is very difficult to answer what you make on an individual 
book. 

Mr. Rees. Well, about how much? You know, it is your book, and you are 
president of the company. You have been selling it. Now, about how much 
have you received out of that hook? 

Mr. GLapstone. It is very difficult to arrive at a figure. 

Mr. Rees. I understand it is, but you can tell us approximately. You are 
sitting there now as president of the company, only two members of the company. 
Your company is a partnership. of course. I want to know how much money 
you received from selling that hook. 

Mr. GLanstone. Well. the book sells for $2. The dealer pays 

Mr. Rees. How much money do vou get out of it? 

Mr. GLapstone. The dealer pays $1.20 a book or $1.10, depending on whether 
he is a wholesaler or retailer. There are manufacturing costs, there is the cost 
of the writing, the author’s royalties: there are shipping expenses, there is over- 
head, the amount of profit per book may he in the neighborhood of 7 or 8 percent 
of the sales price, and then there is another factor. It depends on how many 
are sold and how many remain unsold of an edition. If a book has to he re- 
maindered, and 30 or 40 nercent of the edition have to be sold below manufactur- 
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ing costs, it would take the entire profit out of the publishing venture, so it is 
very difficult to assess a profit figure on an individual book. 

Mr. Rees. So you do not know? 

Mr. GLApsToNE. There is cost accounting that would arrive at a figure, but it 
is never more than an approximate figure. My personal belief is that on the sale 
of 5,000 books we should have a profit of about $1,000. 

Mr. Rees. How many have you sold of this one? 

Mr. GLADSTONE. Which particular title? 

Mr. Rees. This one that was described by the counsel. 

Mr. GLADSTONE. “She Made It Pay”? 

Mr. Rees. That is right. 

Mr. GrapsTone. In the neighborhood of six or seven thousand copies. 

Mrs. Bosone. Who is Mr. Les Scott? Is there such a person? 

Mr. GLADSTONE. Lester Scott is an author who has been writing for 35 years. 

Mrs. Bosonr. Do you tell him what to write? 

Mr. GLADSTONE. No. 

Mrs. Bosone. Do you suggest titles to him? 

Mr. GLADSTONE. No. 

Mrs. Bosone. Does he, so far as you know, write what he wants to write or 
do you tell him what is the type of book that is making the most sales? 

Mr. GLApSTONE, No. He writes, and Mr. Turner will accept his manuscript 
if it is satisfactory, and if it isn’t satisfactory it will be rejected. 

Mrs. Bosone. Do you know whether or not Mr. Turner, the editor, tells him 
what to write and the type of story to write? 

Mr. GLADSTONE. I don’t believe so. I believe Mr. Scott writes on his own. 

The CHAIRMAN. You sell more of this type of book than you do of other 
publications published by the Arco Co., do you or do you not? 

Mr. GLADSTONE. We sell more of which type? 

The CHAIRMAN. More of this sensuality type of book. 

Mr. GuLapsTtone. No. Our basic business is the textbooks on civil-service 
preparation. This represents a small portion of the total business. 

Mr. Kearns. Do you sell the civil-service employees through the mail or 
direct in some way? 

Mr. GLADSTONE. Well, most of those books are sold in book stores. 

Our annual sale of civil-service books is in the neighborhood of 100,000 copies. 

Mr. Burron. One question I was going to ask him, but it would seem to be 
useless. I was going to ask him to point out anything in these books of literary 
value that would offset the pornographic content. Of course, if you have not 
read them, you are not in a position 

Mr. GLADSTONE. I have not read these particular books. When we first started 
publishing them, I read one or two, and I did note that there was a moral 
message, which is essentially that the wages of sin are death and destruction, 
and there is, I believe, a moral point to each of these books. 

Mr. Burton. You have got to wade through a lot of filth before you get to 
it, if itis in there. I suggest that you read it, Mr. Gladstone. 

Are you in a position to say whether or not—when this manuscript, the 
manuscript for this book, was submitted, you requested the literary agent or 
the author himself to make any changes? Did you accept it as written or did 
you request that a change be made? 

Mr. GLADSTONE. Well, as a matter of fact, the function of the editor is to make 
changes that he deems fitting, and I do know that a good deal of editorial work 
has been done on the manuscripts, mostly deletions and rewriting, correction 
of grammar and punctuation and so forth. 

Mr. Burton. Can you say whether any change has been made to increase the 
pornographic content? 

Mr. GLADSTONE. That involves an assumption that there is pornographic 
content. 

Mr. Burron. Assuming that there is or is not, was any change made? 

Mr. GLADSTONE. I don’t assume that there is pornographic content. 

Mr. Burton. Without assuming that there is pornographic content in there, 
was any change made, any requests for a change, in the manuscript? 

Mr. GLADSTONE. I don’t understand the question. Requested by whom? 

Mr. BuRTON. When the author submitted his manuscript, did you accept it as 
written or did you ask him to make a change in it? That is a perfectly clear 
question. Did you or did you not? 

Mr. GLADSTONE. That is the function of the editor, but I believe—— 

Mr. BuRroN. You do not know then? 
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Mr. GLADSTONE. I really don’t know. 

Mr. Burton. Why don’t you say so? 

Mr. GLADSTONE, But I am trying to tell you what the general practice is. 

Mr. Burton. All right. What is the general practice? 

Mr. GLADSTONE. The general practice is for an editor to discuss a book with 
an author, and they mutually arrive at certain conclusions, and the author will 
go back and do whatever rewriting they mutually agree is necessary. 

Mr. BurTON. It is useless to pursue this because you do not know anything 
about the text of this or what arrangements were made for it. 


TESTIMONY OF JOSEPH F. CARLINO 


Mr. Carlino, a member of the Assembly of the State of New York 
for the second district, Nassau County (Long Island), is chairman of 
the Joint Legislative Committee To Study the Publication of Comics. 

His testimony before this select committee of the House was so re- 
plete with information of inestimable value, that it is here recorded 
exactly as he presented it. 


Mr. CarkLino. Chairman Gathings, and ladies and gentlemen of the committee, 
our joint legislative committee was established in New York in 1949 to deal 
specifically with the question of controlling or regulating the sale and distribution 
of comic books. 

The creation of the committee was occasioned because of the fact that in that 
year there had been two or three bills introduced in the legislature, one of which 
sought to set up what was known as the comic-book review division in the 
department of education in New York. 

Under the provisions of that bill, every publisher of comic books would have 
been required to submit the comic book to this review division before it was 
published, and to get some sort of a certificate from this review division in 
regard to the publishing ; although there waS no ban imposed under this proposal 
against publication, some sort of approval was sought to be set up; and then if 
the publisher didn’t obtain that approval he could go ahead and publish at will, 
at his own risk. 

There was also another bill introduced in that year which amended section 
1141 of the penal law of our State, which is the section of the law dealing with 
pornographic, obscene and indecent literature, motion pictures, and things of 
that kind. 

It seems that that law or that section of our penal law had been amended 
previously back in about 1937 or 1938 to cope with displays, pictorial displays, 
such as comic books and picture magazines, and a very well drawn amendment, 
in my opinion, was enacted at that session in 1937-38. 

Thereafter, as a result of a criminal prosecution under that section against 
the publisher of a pictorial display, which was made up entirely of violence and 
bloodshed and murder and crime, and so forth, a conviction was had in the lower 
courts in the city of New York, and it was appealed by the defendant to the court 
of appeals of our State, and that amendment, that early amendment, of section 
1141 of our penal law, was sustained. 

‘he case thereafter Went to the United States Supreme Court—the case is that 
of the People against Winters—I think it was decided in 1941—and the court, 
by a 4-to-3 or 5-to-4 vote—I am not sure which, but by the majority of one vote— 
overruled the conviction and declared this amendment to the section, section 1141 
of the penal law, as unconstitutional, and because of those two things, and because 
of the tremendous sale and tremendous appeal of comic books in our State, as 
well as other States, to children and young people, and because of the fact that 
certain acts of juvenile delinquency and crime and antisocial behavior had been 
attributed to this type of reading and publication, these bills came up in our 
legislature, as I said, in 1949. 

The one amending the penal law and trying to correct the damage which 
had been wrought by the 1941 decision of the Supreme Court, was passed, and 
was vetoed by the Governor on the ground that it did not circumvent the con- 
stitutional objections. 

The one providing for a review division in the department of education did not 
pass, but there was so much interest in the whole subject, editorial comment by 
newspapers, and activity by parent-teachers groups and what not, that the 
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legislature saw fit to set up our committee in 1949, and we have been studying 
the problem ever since. 

In 1949, and in 1950, we made careful surveys of the entire industry, par- 
ticularly insofar as our State was concerned, and we got some idea of the 
scope of the comic-book industry on a national level, and the latest statistics 
indicate that approximately 100 million comic books are sold monthly through- 
eut the United States, most of them, of course, sold to teen-agers and children, 
and with considerable appeal to other young people. 

We found that, by and large, there was a lot of good content in comic books. 
We found that approximately 70 percent of them were, in our opinion, un- 
objectionable, and a lot of them had messages which may have been of value, 
and may have had substantial appeal to large areas of the population of the coun- 
try, people in the, I wouldn’t say subnormal intelligence level, but the average 
education level, being what it is, and the intellectual level in the country being 
what it is, these comic books were serving a very definite purpose, particularly 
in the field of entertainment: but we did find that about 30 percent of them con- 
tained some very objectionable material, similar to some of the things that 
have been brought out here today, except that they are in pictorial form. 

We have recited in our report of 1951 a series of pictures on one comic book 
dealing with the question of dope addiction, and when I single out a few to put 
into that report, the pictorial displays, I am not singling them out because they 
are sensational, but within that objectionable 30 percent they are typical of the 
kind of matter that we found. 

We found that in the comic-book industry there were approximately 12 to 
14 publishers who published the bulk of the material, the big people in the in- 
dustry, and then there were a fringe number of operators—perhaps 20 to 
25—people who would be in the business for a short time, fly-by-nights, and 
people who would publish for the most part many of these objectionable 
titles. 

Of course, in comic books we are also concerned with the emphasis on crime 
and violence and brutality, because we had before our committee on many occa- 
sions judges, probation officers. and. child guidance workers who indicated that 
althourh you couldn’t specifically and legally prove that extensive reading of 
eomic books caused the act of juvenile delinquency complained of or caused a 
murder or burglary or something like that, it was a general feeling of the people 
in this specialized field of child guidance that the reading of this type of litera- 
ture, whether it be comic books, picture magazines, pocket edition novels, was 
bad, was very bad, for children; that it contributed not only to juvenile delin- 
quency but to the moral breakdown of the children of the country, and to the 
building up of a callousness in their nature, a callousness that makes them accept 
brutality and accept violence as something to be encountered in ordinary everyday 
life. 

So, after going over this thing pretty carefully with the publishers, and real- 
izing that we were a State committee not authorized to do anything on the 
national level, and that this is really a national problem. we tried to prevail on the 
publishers to organize and form a self-regulating committee with some real 
authority and power. 

We found that this industry was a very lucrative one, narticularly to the big 
publishers. and we found that about three or four of the publishers in the industry 
publish, perhaps, 60 to 70 percent of all of the comic books sold throughout the 
eountry. 

We weren't successful in persuading those three or four big companies to par- 
ticipate in any self-regulatory body, and without them we couldn’t achieve our 
aim. 

We were reluctant to recommend anv legislation to the State legislature be- 
eause it would he very unfortunate to have one tyne of regulation in the State 
ef New York for an industry and. a different type in New Jersey or some other 
State of the Union. so that we were trying to prevail unon the industrv itself to 
sit down and clean house in the same manner that onr motion-picture industry 
has done. to a great extent. and now recently our radio and television industry. 

But becanse of the attitude of the large publishers, the ones who, in mv mind 
and in my opinion, had a great stake in this in’ustry and a great stake in opposing 
any mandatory regulations, hecanse of their attitude not to participate, nothing 
constrnetive conld he accomplished. 

There was one organization formed for this purnose. but it was very ineffec- 
tual and weak because it was not supported wholeheartedly by its own members. 
and the big publishers in the industry would not. as T have said. participate. 
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The only way that I could see at that time of having an effective regulation 
was to have the industry organize completely, to have the industry appoint and 
support an independent agency, somebody disconnected from the industry, who 
would have real authority to enforce his decisions; but unfortunately that could 
hot come to pass, 

That was the sum and substance of our 1951 report which your committee has, 
and additional copies of which I have brought with me. 

In 1952, because of the failure of any satisfactory self-regulatory voluntary 
agency, We proposed legislation to the New York State Legislature. 

We advocated an amendment which we thought had been worked out satis- 
factorily, to section 1141 of the penal law, and I am sure that the members of 
this committee and your counsel have already encountered the difficulty in 
drawing any penal legislation which you can make stand up in the face of our 
constitutional prohibitions against infringement of the right of free speech and 
freedom of the press—but we thought we had worked out an amendment in 
1952 to accomplish that purpose, and it was passed. It was passed in the State 
assembly by a vote of 146 to 4, and in the State senate by a vote of 56 to nothing. 

However, the Governor and his counsel carefully considered it, and they felt 
that it did not circumvent the objections raised in the Winters cause, and we are 
now engaged in the process of trying to redraw that bill, in conference with the 
Governor's counsel and others, to overcome these objections. 

We also propose, with a great deal of reluctance and, perhaps, not too much 
hope of success, the passage of a bill setting up this comic-book review division. 
That bill is, in a sense, precensorship, and that is why we didn’t like it, but 
we thought if we urged it strongly that we might prevail upon these publishers 
to take a more intelligent attitude, and to sit down and clean out this minority 
segment in their own industry and, therefore, meet with better public response, 
and at least with the approval of public governmental bodies. But that bill was 
debated in the State senate and it was defeated. It was defeated on a tech- 
nicality, as a matter of fact; it was referred back to the committee on senate 
finance because there had been a misreferral of the bill, since it had required some 
financial appropriation. But those are the bills that we passed in the 1952 
session. 

We also passed amendments to the Children’s Court Acts in our State, of 
which there are four, three specifically applying to three cities and the other, a 
general State wide act, wherein we made it possible, coupled with this proposed 
amendment to the penal law, for a judge in the children’s court to convict on 
legal evidence a person who contributed to the delinquency of a child by making 
available to him pornographic and objectionable comic books and literature. 

Mrs. St. Georce. Assemblyman, one thing I would like to ask you: Isn’t it a 
fact that we have more of these publishers and publications emanating from our 
State than from any other State in the Union, probably ? 

Mr. Carino. Yes, that is true; at least, the home offices of the companies are 
located in New York: much of the printing is done elsewhere, but the business 
transactions are in the State of New York. 

Mrs. St. Georae. Isn’t it also true that, of course, a great quantity of the 
so-called comic books and small pocket editions have been very valuable? We 
are not going to go and say that they are all bad, but a few are 

Mr. Caritno. Oh, no. I would say that 70 percent of them, at least, are entirely 
unobjectionable. 

The CHAIRMAN. Mr. Carlino, you have been dealing with this problem from a 
State standpoint. T wonder if you have any recommendations for this committee 
from the national level? 

Mr. Cartino. Well, of course, Iam not too familiar with your national scope, 
but I do know that federally, of course, you have control over interstate com- 
merce and what goes through the mails. I don’t think that you could make it a 
crime federally to publish and distribute, other than in interstate commerce or 
through the mails, any objectionable material; but I think those two features 
are very vital, especially the one pertaining to the mails, because the national 
distribution of comic books, particularly, is widespread ; they go into every State, 
every city, and it is all done through the mail, and the mailing permit to these 
companies is vital. 

In addition to that, I think that with the prestige of the National Government 
behind a drive to clean up this condition, you would be able to effectuate self- 
regulition much more readily than we could because we are only one State body, 
and. Mr. Chairman, there is one other thing that I would like to mention to the 
committee. T do not know what the situation is in the Post Office Department or 
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insofar as interstate commerce is concerned, but we found in New York that even 
under the present section of the penal law, 1141, that a large number of these 
publications could be proceeded against. 

I am sure that even some of these books that have been mentioned here today— 
I am sure that if a vigorous drive were made by district attorneys locally, in 
prosecuting the publishers and distributors and salesmen of those books right in 
the city of New York or wherever it happens to be taking place, that they could 
get convictions and make them stick under the present law. 

But you find an attitude in district attorneys’ offices—without being critical 
of their intentions or anything, you find an attitude—that they don’t want to 
be bothered with anything except something that involves direct personal bodily 
contacts such as murder or robbery, and things of that kind, and only occasion- 
ally will they pay any attention to the content of publications and printed matter 
appearing on all the newsstands in the city. 

Now, these books here, although they didn’t get the circulation that comic 
books do and some magazines do, these, I think, are a terrible outrage to the 
country, because when you take a young person, and he or she sits down alone 
and starts reading this kind of trash, there is no way of telling what damage 
is done to that individual’s personality or what changes are going to be made in 
the personality, in the make-up and the activities of that reader, and I think 
that—I have stressed it before to our district attorneys—I have sent them all 
copies of our reports, and I have tried to get them to make surveys in their 
neighborhoods, and in several instances they have done it, and I think if they 
showed a little action, if they made a few arrests around on these definitely 
pornographic materials that do appear, these other fellows would run so fast 
and would stop publishing this material so quickly, and the distributors and the 
local stores would stop handling them, that very soon it would have a very 
salutary effect. 

We have gotten all the arguments that I have heard here this morning 
about the classics and about the message of purity that is contained in these 
books, and that they are only revealing all of these horrors so that people won’t 
commit them; we have had that stuff going on since 1949, but I am not convinced, 
and I don’t think your committee or any member of it is convinced by that 
kind of an argument. 

You will find, as I have said before, that a lot of these so-called fringe pub- 
lishers, people who may have gotten into this thing as a side line, or people 
who are in some other active business or take a flier at a thing like this, they 
all will readily go for the publication of anything as long as they think it can 
sell, and they will publish it, and there are only two ways of handling it: That 
is, repressive legislation or, if possible, prosecution. 

Mr. Burton. I would like to ask you one or two questions. Do you not 
consider that censoring what adults read is entirely different from planning for 
children the kind of reading matter which would or Would not harm them? 

Mr. Carirno. I do, Mr. Burton, and that was one of the provisions of our bill 
that I referred to. It dealt with reading matter for children under 16. We 
started very low because we wanted to confine it. I think definitely you can 
justify that, the difference. 

Mr. Burton. Mr. Chairman, I would like to submit as an exhibit the report 
of the New York State Joint Legislative Committee To Study the Publication of 
Comics, Legislative Document (1951) No. 15, and bearing the date of March 
1951. 

The CHAIRMAN. It will be admitted as an exhibit, without objection. 

(The document referred to was marked as “Exhibit No. 41” and is on file 
with the committee. ) 


TESTIMONY OF IRVING FISHMAN 


Mr. Fishman is deputy collector of customs, restricted merchandise 
section, port of New York. He informed the committee that the cus- 
toms service is charged with the enforcement of the Tariff Act of 1930 


which includes section 305, titled “Immoral Articles—Importation 
Prohibited.” 


Mr. FISHMAN. The section deals generally with the prohibition against im- 
porting into the United States from any foreign country any book, pam- 
phlet, paper, writing, advertisement, and so forth, advocating or urging treason 
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or insurrection against the United States or forcible resistance to any law of 
the United States or containing any threat to take the life of or inflict bodily 
harm upon any person of the United States or any obscene book, pamphlet, paper, 
writing, advertising—many other descriptions here—or other articles or other 
article which is obscene or immoral or any drug or medicine or any article 
whatever for the prevention of conception, or, and so on. 

Mr. Burron. In your opinion, are the present Federal laws restricting the 
importation of pornographic material adequate? 

Mr. FIsHMAN. Well, I speak only, of course, for myself individually, and 
my experience is limited to the port of New York where I have had this assign- 
ment for approximately 20 years. 

The first obscenity provisions in the customs law or Tariff Act were enacted 
in 1842. They were amended in 1922, and while the section is all-inclusive and 
seems to operate fairly well as it relates to imports, there are a number of im- 
provements that we have been working on now, and preparing to recommend, 
which deal pretty much with the enforcement and also the prosecution in those 
“ases where we have made seizures or made a determination that an imported 
article is obscene. 

We plan to ask that we extend the authority in the Treasury Departinent 
and customs service to make a more final ruling that a particular importation 
is obscene, without having in each case to refer the matter to the district court. 

Mr. Burton. It does delay final decision under the present plans, does it 
not? 

Mr. FrsHMAN. It delays final decisions, and also forfeiture of merchandise 
which currently is by judicial proceeding instead of summary forfeiture as in 
other cases. We have prepared that recommendation. 

Mr. Burton. Has there been an increase during recent years in the literature 
sought to be imported which contains pornographic material? 

Mr. FISHMAN. I have noticed a considerable increase. 

Mr. Burton. You mean that the extreme liberty which is taken by pub- 
lishers in this country— 

Mr. FisuHMaN. Has reflected itself on imports. 

Mr. Burron (continuing). Is reflected in magazines and paper-bound books, 
particularly. 

Mr. FISHMAN. That is right. Originally, our problems concerned the heavier 
novels, the so-called classics, and so on and so forth. 

Then, of course, we have the border-line type of publication. In some instances 
we have had to rule they are admissible in view of a specific court decision 
recently made here in Washington by the United States Court of Appeals for the 
District of Columbia, and we have had to pass that type of publication. 

We make, on the average, 200 seizures a month, I would say, of similar types 
of material. Most of that is by smuggling, by an attempt to smuggle, or carried 
by members of crews of vessels. 

So far as commercial shipments are concerned, we estimate that we make about 
15 or 20 seizures a month, but those are in commercial quantities, a thousand 
copies of something or 500 copies of something else. 

Mr. Burton. Has the attitude of the Customs Bureau relating to the question 
of what is pornographic changed any in recent years, and if so, to what extent 
has it changed? 

Mr. FISHMAN. Well, I would say it has taken cognizance of the trend and the 
general public feeling about some of this material, and may have become some- 
what more liberal in the case of classics, actual classics, that is, as distinguished 
from those which bear the title, and naturally has had to follow such rare de- 
cisions by the courts as would help in a definition of what constitutes “obscene 
or immoral.” 

Mr. Burton. Has the literature or have the publications denied importation 
into the United States increased in recent years? 

Mr. FISHMAN. Yes. 

Mr. Burton. Does your department have evidence that any of the objectionable 
material for which entry was sought was published in the United States, that is, 
published here, printed here, sent abroad, and then brought in again? 

Mr. FISHMAN, Yes; we have had some such shipments. We have from time to 
time made seizures of American goods returned, material which was permitted 
distribution in certain areas of the country, but some of which may have been 
shipped abroad and found not salable, and then returned. 

We have had the experience that printed material sent up to Canada and re- 
jected there was returned to the United States, and we were able to pick it up 
at that point. 
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Mr. Burton. What did you do with it? 

Mr. FISHMAN. We seized it under section 305: we considered it as imported 
merchandise rather than American goods returned. That has been true not 
only with regard to literature but also with regard to fi'm. 

The general feeling in the States is to permit a more liberal display of ma- 
terial, which we would never have permitted imnortation in the first place. 

Mr. BurTON. In your opinion, do you receive the proper cooperation on the part 
of other Government agencies in connection with the Bureau's effort to prevent 
the importation into the United States of objectionable merchandise? 

Mr. FisHMAN. Yes. We work very closely with the Post Office Department, 
for example. Since most of the imported material comes to us first before it 
actually is given over to the Post Office Department for delivery, we work very 
closely with them. 

Of course, we have had some slight variations of opinion as to what may he 
imported, but our jurisdiction ends at the time it is turned over to them for 
delivery in the mails. 

Their regulations dealing with what may pe mailed and what may not be 
mailed differ somewhat from ours, but we have had the utmost cooperation 
from them, and that goes to the questions of obscene materials and also sub- 
versive material. 

Mr. Burton. How about the United States attorney's office? 

Mr. FISHMAN. Well, we have had their cooperation, for the most part, except 
that they are pretty well swamped, and lots of these cases have to wait around 
for a long time before they can be handled. 

Currently in some instances, cases before the Civil Division have had a 3-vear 
wait on the calendar because of the backlog of actions pending. 


TESTIMONY OF DAVID A. HELLER IN BEHALF OF DAVID C. COOK 


Mr. Cook is president of the David C. Cook Publishing Co. of Elgin, 
Ill., said to be the largest nondenominational religious publishing 
house in the world. Because of Mr. Cook’s inability to be present, 
his place was taken by his Washington editor, David A. Heller. 


Mr. Hetier. Mr. Cook is very much interested in the work of this committee. 
For many years a great many churches have been conducting sort of a crusade 
against the sort of thing the committee here is also directing its efforts against. 

The CHAIRMAN. Is there any particular paragraph or thought that you would 
like to point out in this statement of his? 

Mr. Hevier. Well, Mr. Cook believes that, perhaps, one of the most valuable 
things this committee can do, sir, is to help arouse publi¢ opinion to cleaning 
this situation up, and he is also very mucb in favor, if at all possible, of having 
the comic-book industry set up a self-regulatory vroup similar to the Hays and 
Johnston offices of the motion-picture industry, and similar to this recent code 
adopted by the radio and television broadcasters. 


Following are some excerpts from Mr. Cook’s prepared statement : 


Literally millions of parents are concerned lest their children’s minds be cor- 
rupted by smutty literature—comic books featuring sex and crime, nude “art 
studies” and similar material all too often freely available on the newsstands 
of the Nation. 

The first fact is that there are a great many comic books and similar reading 
material making open appeals to sex, crime, and sadism, freely available to 
children. 

The second fact is that this situation has many times given rise to instances 
in which the impressionable minds of children have been corrupted. 

The third fact is that this deplorable situation must be remedied. 

Fifty million comic magazines ure sold on newsstands each wonth. In fact, 
more individual titles of comic magazines are claimed hy members of the industry 
than all other kinds of magazines put together. Many of these undoubtedly 
are innocent, others just as undeniably are not. 

Psychiatrists have time and again exclaimed about the enormous impact that 
comic strips have upon the imaginations and actions of children and young 
people. The reason for this is self-identification with the characters, good and 
bad, in the comie strip. Children are prone to imagine themselves as the hero or 
heroine or the villain. The other reason for the popularity of the comic strip is 
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its action and ease of understanding. Since most children have a difficult time 
reading in their earlier years, the visual presentation makes it easy for them 
to understand what is going on—no small matter to a child. 

To my mind, the potential damage to impressionable young minds done by this 
kind of thing is shocking. 

Naked appeals to sadism, horror, and cruelty are featured in too many comic 
books too freely available to children. The harm this can do is incalculable. 

I have brought a sadistic, horror-crime comic book which I consider highly 
objectionable, and which, in my opinion, should not be allowed to be sold to 
children under the age of 15 by Federal law. 

No particular search was made for this book. It is now on sale at a sizable 
number of the Nation’s newsstands. I have purchased a copy for each member 
of this committee and the counsel. It is called Journey Into Fear, and is typical 
of a great number of similar comics. 

We have done a statistical study on it. The following acts of sadism and 
violence are committed: 

Heads cut off: 
(a) Heads cut off by guillotine (3) 
(b) Heads cut off by bloody butcher cleaver (1) 
(c) Heads blown off by shotgun (1) 
Miscellaneous sadistic items: 
(a) Woman being strangled (1) 
(b) Violent beatings (3) 
(c) Sleeping man about to be bludgeoned to death with sledgehammer (1) 
(d) Death sweat 
(e) Piles of skulls and human bones (2) 
(f) Dead man in closet (naked) (1) 
(g) Bloody axes (1) 
(h) Bloody butcher cleaver (1) 
(i) Men turned into worms (and stepped on) (11) 
(j) Woman being eaten alive by worms (1) 
(k) Sealy vampire (slimy variety) sucking blood (1) 

The harm material can do to immature minds is in my opinion incalculable. 

From my own experience in the field, I know that the picture-strip medium with 
its ease of comprehension from young children (and older folks, too) is capable of 
great good. There are many picture strips illustrating the classics and several 
Biblical picture strips which are excellent influences on youth. I have no 
phobia against the picture strip—one of my own publications, Sunday Pix. a 
Biblical picture booklet circulated in tens of thousands of churches in every 
State in the Union has more than 1 million readers each week. 

Unless soine effective method of control is instituted within the industry, or 
an efficient method of control is erected by law, the crime and sex comic book 
will continue to corrupt and- influence impressionable minds. The formulative 
years of a child are certainly the most impressionable. 

Shall we permit a few greedy publishers to exercise control of a harmful 
nature over the children oi the Nation? The comic-book and picture-strip tech- 
nique is a highly popular one. The enormous volume of trade—some 50,000,000 
sold each month—stresses its popularity Shall this potentially fertile field of 
instruction, citizenship, and conduct be allowed to spread cancerously through- 
out the land with lurid, bloody, sadistic, and immoral attitudes? Or shall it 
be controlled into channels for the betterment as well as the enjoyment of 
children? 


TESTIMONY OF HOBART M. CORNING 


Dr. Corning, who is superintendent of schools for the District of 
Columbia, told the committee that the problem of obscene literature 
was not an acute one in Washington schools; that they did on rare 
occasions find children in possession of such material, but those in- 
stances were “pretty infrequent.” 


Dr. Cornina. While I have said to you, sir, that the problem is not acute, se 
far as these materials coming into the schools are concerned, it is my contention 
that if these publications exist, and obviously they do, that there is a serious 
problem with which we are concerned, even though we do not get the direct effect 
of it into the schools, if it is possible for young people to procure, in any estab- 
lishment, a publication of an obscene nature, then we would want to urge 
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most strongly that there be safeguards set up to make it impossible for children 
to have access to materials of that kind. 

Mr. Kearns. Doctor Corning, have you been aware, as superintendent of 
schools, that these pocket-size books which have literature and reading material 
that are anything but good for youngsters are available to them? 

Dr. Corning. I have not examined the newsstands myself to see just what is 
there, sir, or to review them. 

Mr. Kearns. So that is only one piece of material that you have even collected 
that might be in the category of the objectionable. 

Dr. Cornin@. Yes, sir. I am saying that very few get into the schools. They 
may have them and take them home, but very, very few get into the schools. 

Mr. Kearns. Would it be possible that this committee could give you a list of 
what books we might term rather objectionable reading for children, and you 
and your fine staff that we have here in Washington could go around and ask 
newsdealers and newsstands located close to schoolhouses not to display them 
and have them available to children, let them know that the superintendent 
objects to that kind of literature being on the bookshelves? 

Dr. CorNING. We would be certainly most willing to express——— 

Mr. Kearns. You cannot take it off, but you could enter your protests. 

Dr. Corning. The policing power, however, belongs somewhere else than 
with us. 

Mrs. Posone. T remember the statement that Victor Ottenstein made which 
surprised us when he said that there were about 250,000 pocket-size books sold 
per month in the District of Columbia, and that the mysteries were the biggest 
line: and that the Gold Medal books were the smallest line in the District of 
Columbia with his company; and that so far as he knew, his company had com- 
plaints of only six or eight per year. That was really quite a statement. 

Mr. Kearns, Yes. 

Mrs. Bosone. We were all surprised that Washington, D. C., was as free of this 
objectionable literature as he indicated, but then we had also the inspector whose 
statement led us to believe it might be otherwise; and yet, we certainly cannot 
discredit Mr. Ottenstein’s statement, as a distributor. 

Dr. CorntneG. I should think the sources should be cut off, if they are undesir- 
able, so that it should not be exposed to them. 

Mr. Kearns. Your idea would be to hit the publishers? 

Dr. Corning. And the distributors. The publisher has some responsibility 
and we have some responsibility, too. I think to bring pressures to bear on 
the thing is important, but basically I would think that the sources should be 
cut off. If there are publications that are obscene and objectionable to that 
extent, then I would think that the source should be cut off so it would not be 
possible that children or adults have access to them. 

Mr. Kearns. You cannot do anything about it personally, even though you have 
the titles, but you certainly can enter the objection, as superintendent. 

Dr. CoRNING. I wouldn’t have authority, but I could use any influence in that 
connection, at least. 

Mrs. Bosone. Have you, to your knowledge, had any complaints by parents 
relative to the objectionable material that is before the committee? 

Dr. CorNING. No; I have not had any. 

Mrs. Rosone. This objectionable material has never been called to your 
attention? 

Dr. CorntnG. No; and I did, as I said, speak to the head of the parent-teacher 
association, who said that there had been no specific complaint brought to them, 
as an organization. 

Mrs. Bosonr. Have the teachers ever checked the lockers of the students, or 
have the teachers ever been down in the locker room when students have been 
opening them, to see what is in the lockers? 

Dr. Corntne. I don’t think, with this particular purpose in mind: but, it is 
customary to supervise locker rooms. However, in our instance, most of our 
locker rooms are right in the open corridors. I cannot say that any check has 
been made of lockers to determine whether any of that sort of thing was in 
them. 

Mrs. Bosonre. And if that is the true condition, it certainly is a very commenda- 
ble one, and the schools and type of pupils who are attending these schools and 
the parents ought to be congratulated. We hope that is the ease. 
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TESTIMONY OF LOUIS L. ROOS 


Captain Roos is commanding officer of the legal bureau of the New 
York City Police Department. The commissioner of police had dele- 
gated Captain Roos to explain how they operate, especially in the 
matter of licensing newsstand vendors. 


Mr. Roos. Under the provisions of the New York City charter, the police com- 
missioner has established a legal bureau within the department. 

The purpose of establishing the legal bureau is to assist members of the force 
in enforcing laws, giving them interpretations, prosecuting cases in court in the 
absence of the district attorney, and to sponsor legislation where it is needed, 
in law-enforcement efforts. 

In the city of New York we have a provision in the charter which gives the 
commissioner of licenses of the city of New York jurisdiction over licensed 
stands. 

Now, the license commissioner has been doing a very good job by banning this 
publication and banning that publication. As a matter of fact, about 9 months 
ago in a civil action the supreme court held that a certain magazine which the 
commissioner of licenses had ordered off the stands was in violation of 1141. 

We take the same identical magazine into the criminal court, and we cannot 
get a conviction. 

That is the point I am making, the difference between the rules applicable to 
a civil case and the rules applicable to a criminal case. 

We are not so concerned with making sure that this particular case gets a jail 
sentence. That is secondary. The important thing is suppression. 

Ever since I have been a cop, they have been telling us that law enforcement 
and suppression worked together. The more laws you enforce, the more crime 
you can suppress. 

This is one case where there is an exception, if we take any law-enforcement 
action under the present methods, every book that guy publishes will be sold, the 
suppression is gone, and that leaves us with the question—-are we going to be 
smurt by not taking action, or we should take action, and after his books are all 
sold, and he has made his little fortune, is that going to satisfy the legislative 
enactment? 

As far as the licensing commissioner is concerned, he has banned various 
publications that do not meet with his approval. He has been taken to court over 
and over again, and he has been sustained most of the time. Every once in 
a while he loses. This particular magazine that I am talking about the very next 
month that it came out, it was altogether a different story. 

This magazine showed pictures of nudes, with private parts and all, when the 
court decided on it; but every subsequent issue contained the same identical 
pictures with the photographer striking the private parts out of the picture. 

Mr. Burton. That was the Sunshine case. 


(The case referred to is Sunshine Book Co. v. McCaffrey, N. Y., 
1952. 


Mr. Burton. I was wondering about the idea of using an age limit in connec- 
tion with these laws? 

Mr. Roos. Well, Counselor, I don’t think any boy of 16, or girl of 16, is mature 
enough to be put under the influence of that kind of literature. 

Mr. Burton. Well, I am glad to hear you say that. Do you think that that 
possibly would be a good thing, at least to attempt to say that certain things 
should not be subject to purchase or use by teen-agers, or youths, under certain 
ages? 

Mr. Roos. Yes, sir, Ido. I look at it from a practical angle. If the publisher 
isn’t going to make enough money out of it, he just isn’t going to go into it. 
They are just out to make money. ‘They don’t care. 

We think the commissioner of licenses should license every bookstand in the 
city, whether it is in a store or out of a store. There are only certain stands 
over which the commissioner has jurisdiction. If a stand happens to be in a 
store in connection with the sale of something else, he has no jurisdiction. 

We say every book store, even second-hand book stores, should come under 
his jurisdiction. 

Mr. Burton. Is this pornographic material found in second-hand stores, also? 

Mr. Roos. Books, not pictures or comics, but books are found there. 
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Mr. Burton. How about newsstands? 

Mr. Roos. No, most of the newsstands in the city are licensed by the com- 
missioner. 

Mr. Burron. What class of newsstands comes under the bureau of licenses? 

Mr. Roos. Any stand that extends beyond the building line or any stand that 
is used solely for the purpose of selling books. 

Mr. Burton. That is what I want. 

Mr. Roos. In other words, if you have a stand there in connection with the 
selling of groceries you don’t need a license, or with the selling of anything 
else. That is something that we are trying to correct. 

Mr. Burton. And department stores would not come under the bureau? 

Mr. Roos. No, they would not. We want him to license everything. 


TESTIMONY OF ROY C. FRANK, MICHAEL L. KEEFE, AND HARRY J. 
SIMON 


These three witnesses appeared before the committee on behalf of 
the Post Office Department. Mr. Frank is the Solicitor of the Post 
Office Department; Mr. Keefe is the Director of Mail Fraud Investi- 
gations; and Mr. Simon is an inspector in the Postal Inspection 
Service. Due to the fact that the work of the Solicitor’s office and 
the Postal Inspection Service are so closely interrelated, it was deemed 
advisable to have the representatives of these two offices testify 
together. 


Mr. BurToN. Mr. Keefe, what are the functions of your office, and under what 
statutes do you operate? 

Mr. Keere. Well, under the chief inspector I am responsible for the coordi- 
nation and general over-all work having to do with the investigation of mail- 
fraud violations and, what particularly concerns this committee, it includes the 
investigation of unmailable matter in the mails. 

We have some 850 inspectors throughout the United States who are engaged 
in the various duties of the Post Office Inspection Service, and this entire force, 
from time to time, as cases arise, will be engaged in the investigation of these 
various alleged violations of the postal laws. 

Specifically, the statutes that would be affected here would be under title 18 
of the code, would be section 1342, having to do with fictitious orders. That 
particularly would be investigation for Mr. Frank’s action later on. 

Section 1461, the obscenity statute, 1462 having to do with the importation 
and the depositing in interstate commerce of obscene matter, and so forth, 
1463 covering mostly indecent, and section 1718 covering libelous matter—those 
are the particular sections. 

There are also investigations under 39 United States Code 259 (a) which, again, 
are investigations made, which find their way to Mr. Frank’s office. 

In connection with our investigations we have other unmailable matter 
involved, such as poisons, explosives, intoxicants, extortion cases, and otherwise, 
and these, in turn, are investigated under the various and other statutes. 

Mr. Burton. Would you kindly describe how your Brueau is organized to 
handle the functions? 

Mr. Kerre. Within the Bureau itself we have one particular section that deals 
with nothing but the unmailable matter, which includes this obscenity. 

We also have two inspectors, Mr. Simon, and another who are engaged full- 
time on the investigation and development of complaints, as well as the develop- 
ment of advertisements, and things of that kind, that indicate that the mails 
may be used in violation of the law. 

In addition, as I originally explained, from time to time some or all of our 
inspectors will, throughout the entire United States, be engaged in these 
investigations. 

If | may expand a little bit further with respect to the starting of an investi- 
gation, there are many times when it is based upon complaints coming in from 
the public. In other cases, more particularly in Mr. Simon’s work, it is the 
scanning of magazines, the ads. 

Some of them apparently are very innocuous at first, and you have to dig for 
them, because they generally represent the real bad stuff, and they don’t adver- 
tise it publicly, and people don’t complain about it, because ordinarily the deal 
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is with the person who purchases material, and he does not complain. He got 
what he wanted, so we have to dig for those to see whether the mails are being 
used improperly. 

Mr. Burron. Whose duty is it to watch advertisements of that type? 

Mr. Keere. Well, if I can keep Mr. Frank clear, that is the difficulty. Insofar 
as the investigation part of it is concerned, as I say, Mr. Simon and another 
inspector subscribe to a number of magazines, and they purchase a number of 
magazines from the newsstands, and anything that seems current or a good 
source for these materials, they have clerks to pick those ads out, and from that 
point on Mr. Simon and the other inspector will pick out and see what happens 
in connection with it. Mr. Frank will have some material on advertising and 
otherwise that he can expand on. 

Mr. Burton. Sometimes you buy samples, place an order according to those 
ads? 

Mr. Srmon. If we see an advertisement that appears suspicious we will issue 
a case for investigation, and undertake what is known as test correspondence. 

We have approximately, oh, several hundred names, I would say, fictitious 
names, that we use in the investigation of cases of this kind, and will order the 
various items that they offer for sale. 

In addition to the advertisements, we get on the mailing lists of these various 
promoters, and constantly are receiving unsolicited circular matter addressed 
to these various test names, and frequently those circulars are the basis for 
our investigations. 

As Mr. Keefe explained, we have to buy the material and then make further 
purchases from them, and frequently on their own they will offer you more re- 
vealing material, and we build up the case to a point where we have sufficient 
evidence to present to the United States attorney or if we feel from our past 
experience that the United States attorney will not authorize prosecution we will 
refer the case to the Solicitor for an unlawful order. 

Mr. Burton. That is, sometimes you go straight to the court in an effort to 
obtain a conviction? 

Mr. Simon. Yes, sir. 

Mr. Burton. And if you do feel that you cannot succeed in that, then you 
can go to the Solicitor, and if he feels it is justified he can issue a stop order? 

Mr. Burton. Unlawful order is the technical name of it. 

What then can the sender of that material do if the unlawful order is issued 
by the Solicitor? I mean, what can he do to overcome that stop order ? 

Mr. Frank. I may say, Mr. Counsel, that the Solicitor does uot issue the stop 
order. That is issued by the Postmaster General after a hearing and findings 
before a trial examiner, appointed and functioning under the Administrative 
Procedure Act. 

The only function of the Solicitor is to present the case and to try it before 
the trial examiner. 

Mr. Burton. He is really the counsel for the Postmaster General? 

Mr. FRANK. For the Government. 

After a stop order, let us say, has been issued, the mail directed to that re- 
spondent is stopped. They don't deliver any more mail of any kind to the par- 
ticular defendant or respondent, as we call them, in those actions. In other 
words, he can’t even get a telephone bill or he can’t get a postal card from his 
wife or daughter or from anybody else. 

We have found that is a most effective way of stopping these people where 
they have to be stopped, and where we can proceed expeditiously. 

He can petition, however, to the Postmaster General that the order be re 
voked. He will file an affidavit with the chief trial examiner; he will set 
forth that he has discontinued the business, that he was stopped from conduct- 
ing. 

When he files that affidavit and petition, we forward it to the Chief Inspector’s 
office. The Chief Inspector causes an investigation to be made, and if it is found 
that the man has honestly stopped his business, then the fraud order or the 
stop order will be lifted, and then he can get his normal mail. That is the only 
thing he can do, unless he takes us into court after the Postmaster General has 
issned the order, because the respondent has a right to go into court seeking an 
injunction against the postmaster or the Postmaster General from enforcing the 
order and, as I say, that has been done vn a number of occasions. Sometimes 
the respondent has been successful; in the majority of cases he has been un- 
successful. 

Mr. Burton. What becomes of the mail that has been impounded? 
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Mr. Frank. The mail really isn’t impounded. 

Mr. Burton. Well, stopped, would really be the technical term, that is cor- 
rect. 

Mr. FRANK. I think we should really use that because we are coming to im- 
pounding later on. 

Mr. Burron. I recognize that there is a distinction. 

Mr. Frank. The mail is stamped by the postmaster as either out of business 
if, as the respondents do sometimes give us an affidavit of voluntarily going out 
of business or if the order is issued, the postmaster will mark “fraudulent” and 
he will return it to the senders if there is a return address. If there is no re- 
turn address the letter will go to the dead-letter office and be disposed of ac- 
cording to the law applicable to the dead-letter office. 

Mr. Keere. Mr. Simon mentioned that if we could not get a prosecution we 
would send it to the Solicitor. You can take both actions, of course, and some- 
times it does happen. 

Mr. Burron. I think I had better ask you here about how long it normally 
takes for an order to issue. 

Mr. Frank. Mr. Counselor, that is a difficult question to answer. It is a 
good deal like any case in court. If you have a default case it takes a relatively 
short time. If you have a long-contested case it takes a long time. But I would 
say in the normal case that we have under the present procedures that we are 
operating under, the Administrative Procedure Act, that it takes several months 
to get an order. 

Previous to the time we were under the Administrative Procedure Act we 
could act very expeditiously, and we did, and it would take a few weeks at the 
most. 

We have some cases pending now that were tried a year ago and no order has 
been issued. There are many opportunities for delay. 

I am not making this statement in any way derogatory of the people who are 
handling the cases because it is not their fault. It is the fault of the procedures 
that have been prescribed for our cases, for the delays that attorneys will natu- 
rally take advantage of to protect their clients. 

Mr. Frank. Mr. Counsel, if I may, and with the permission of the committee, 
and I am not saying this for the purpose of anything other than to present a 
true picture to show the problems that may be involved here, that if any agency 
or any type of work of the Government should be exempted from the undue delays 
‘aused by the Administrative Procedure Act which, I think, is a good act—I 
have no objection to the act as such—I think it is a good act, and I think Congress 
acted very wisely when it passed it; but I do feel that there are certain types 
of work in the Government—I am only going to speak for my own—that should 
be exempted for this reason: A man in California by the name of John Doe, let 
us say, Will send out 300,000 circulars like you have in your hand, advertising 
obscene literature, advertising obscene pictures. It has been told to us by 
men who are in that business that within a period of from 3 to 4 weeks they 
get what they call “the gravy” from the circulars. 

Any business that comes in after that period of time is just a fringe business ; 
it doesn’t mean much to them. 

If the Post Office Department cannot stop the returns from that mailing within 
a period of a week or 10 days, it doesn’t do us any good at all to stop at the end 
of 6 months because by that time, after we issue the complaint and a hearing is 
set, those promoters do not even show up, and we will issue an order against 
them, and they will change their name, will change the name of the business and 
send out another 300,000 circulars within a week after they get the proceeds 
from the first ones. 

There is only one way you can stop that, and that is to permit the Post Office 
Department immediately upon the ascertainment of the sending out of these cir- 
culars—and they are sent out by first-class mail, so we can’t open them and stop 
them—the first notice we get is when one of the inspectors’ men who is on the list 
as a test name, sends it to our office. If we could issue an impounding order im- 
mediately, within 24 hours, if we could get a complaint out, we could set that 
ease for hearing within 7 days, I can guarantee you that we will put those 
people out of business in short order because they can’t operate, as the good 
captain said, unless they get in money. 

Mr. Rees. You appeared before the House Post Office and Civil Service 
Committee in support of that legislation a few months ago. 

Mr. FRANK. Yes, I did, and may I say I wish to thank the House, and wv 
thank—that is, the House of Representatives, which did pass the bill that we 
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asked for as the impounding act, which would have been the answer to our 
problems. 

But I say, and I say it honestly to you people, that we need two acts of legis- 
lation to permit the Post Office Department to stop obscene literature going 
through the mails, and those are the two things I mentioned, exemption from 
the Administrative Procedure Act, and the impounding bill. 

Now, in the impounding bill and the Administrative Procedure Act, we won’t 
be depriving the people of any rights at all because under their normal pro- 
cedures, they get the same kind of a hearing that they got under the Adminis- 
trative Procedure Act, but they would not be entitled to all of the delays they 
are under the act. 

Under the impounding bill, if they felt that we dealt unfairly with them, 
they can go into their local court immediately, and the local court will determine 
the question of whether we have treated them fairly by impounding their mail. 
So the Post Office Department cannot act arbitrarily. We are subject to the 
supervision of the court and, may I say, when we drafted the bill we were 
willing and so stated, to be subject to the jurisdiction of the courts, because 
we don’t want to be in the position of being accused of acting arbitrarily in any 
of these matters, but we do want to be in a position to stop this stuff because 
we are just as prejudiced against it as you are, as any decent-minded citizen 
of the United States should be. 

Mr. KeeFe. If I might cite this as possible information of what Mr. Frank 
has said, just recently we had a case where possibly in a month we were able 
to clean it up, but we estimate at that time that between $30,000 and $40,000 
were taken in. I say taken in. He didn’t get it all because part of the money 
has come in after the unlawful order was issued, and we were, on the basis 
of the returns of that fund, able to estimate what he would have gotten if we 
were not able in that particular case to act promptly, so that the money, as 
Mr. Frank says, comes in on the first rush of this advertising, the 
to it. 

Mrs. St. Georce. Mr. Frank, might I ask you one question? 

Mr. FRANK. Surely. 

Mrs. Str. GeorceE. Do you think that you would be helped in your work be- 
cause, I gather you need help in it, if the Administrative Procedure Act were 
to be amended so as to make some slight exception? 

Mr. Frank. Yes; I would agree. 

Mrs. St. Georae. So that you could act with speed in these particular cases? 

Mr. FRANK. Yes. 

Mrs. St. Georce. Could that be done without impairing the act? 

Mr. FrAnK. Yes, it could be done very well, and we wouldn't ask that the 
Post Office Department be exempted from all of the procedures that would be 
covered by the act. 

We really ask that we be exempted from the obscenity statutes, from pro- 
cedures involving obscene matter, that we be exempted from matters involving 
lotteries, and fraud matters, because all three are pretty much in the same 
sategory with respect to the time element. 

But we are perfectly willing to be under the Administrative Procedure Act in 
every other respect because in the other matters time is not of the essence, and 
it would be very helpful, Mrs. St. George, if we could receive that exemption, 
and I feel it is really necessary that we have it to have effective enforcement 
of the act. 

Mrs. St. Georce. Thank you. 

Mrs. Bosone. Is that because, Mr. Frank, you have observed a great deal of 
this type of objectionable literature going through the mail? 

Mr. FraNK. Oh, yes. We see so much of that that sometimes it gets revolt- 
ing. Sometimes you go home at night and your stomach is turned, to be frank 
about it. You see so much of it. We don’t see the straight pornographic litera- 
ture because, I think, times as such that nobody is in favor of that. That mat- 
ter goes directly to the United States attorneys and their effective criminal 
prosecution, but we get a lot of matter that borders on pornographic stuff. We 
get a lot of matters that are borderline, and I think last year we had probably 150 
or more cases on it, and we had over 1,700 opinions or rulings that we issued. 

Sometimes they involve what has been called—what we call—‘“girlie” maga- 
zines, the same as what you call “cheesecake” magazines, although in the trade, 
as I understand it, they call them “girlie” magazines. They are just cheap 
magazines that have pictures of girls in various stages of dress and undress. 
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We stop sometimes as high as 40,000, 50,000, 60,000, 70,000 copies of it, so there 
is a tremendous circulation in some type of magazines. 

With respect to your pocket books and other books, we see very few of 
them. There aren’t many that go through the mails, and they don’t go through 
in large shipments but in isolated examples, and the postmasters just don't get 
them because they can’t go through every parcel that goes through the mail, but 
when they have a lot of 10 or 20 thousand magazines deposited, then they 
will go through them and send them to us for a ruling. 

Mrs. Bosone. Have you noticed any difference in the number going through 
the post office now from what it was, say, 5 years ago? 

Mr. Frank. Yes, we have noticed a difference. 

Let me say we have two types of procedures. We have one that involves the 
stop-order procedure. That is where orders are sent out and the remittances 
are made. 

Then, we have an informal procedure, which, so far, hasn’t been considered 
or tested out in the court, so we have gotten by with it so far. That is where a 
postmaster finds obscene matter at the point of entry of the mail into the post 
office, and if he is in doubt as to whether it is good or bad he will send it to the 
Solicitor’s Office for a ruling. 

The Solicitor’s Office, through the attorneys handling the matter, will send a 
letter to the Postmaster then telling him to advise the mailer that he has 14 
days within which to appear before the Solicitor and make any defense that he 
cares to make, either in person or in writing. 

At the end of the 15 days or after we have heard the person who had mailed 
the literature, and that applies pretty much in these “girlie” magazines, if we are 
still convinced that the magazine of the mailing is nonmailable, we will advise the 
postmaster to destroy it. 

There have been occasions where the mailings have been made in good faith 
without any intention of violating the law. where we have told the postmaster to 
return it to the mailer, but those cases are very few and far between. 

I may say those are the cases where we issued 1,700 rulings. 

If we had to hold hearings on all those, if any court should ever decide that 
those hearings also come under the Administrative Procedure Act, we are just 
hopelessly sunk, that is all; we are just lost. 

They may, but they have never taken us into court on it. We just hope that 
we get by with it as long as we can. 

Mr. Burton. The next question has to do with the questions of mailability when 
they arrive, and from whom you receive them, and how they are handled. 

Mr. Frank. They come in, as I say, from the postmaster, generally. Some- 
times they come in from a Congressman or a Senator; sometimes they come in— 
I say usually they come in, frequently from inspectors, post-office inspectors. 

‘Those matters are then assigned to the Chief of the Mailability Section, who 
happens to be Mr. Mindel. Mr. Mindel, and one other attorney, a lady attorney, 
does the work, and in this Mailability Section. 

These two attorneys also handle lottery matters, in addition to obscene matters ; 
they handle a number of other matters, such as anything involving the mail- 
ability of mail. 

They will read the material or if it is a picture, will look at it, a postal card— 
we get many of those—-and will determine on the basis of court decisions, the 
basis of previous opinions of the Solicitor, on the basis of rulings of the trial 
examiners, and orders issued by the Postmaster General, whether the particular 
mailing is obscene or whether it violates any other statute. 

When they do that, then they conform to the procedure that I mentioned, of 
writing to the postmaster, giving notice, and so forth. 

Mr. Frank. That includes everything, magazines, books, postal cards, pictures, 
movie films and, I may say, however, that Mr. Mindel hasn't the final say on 
it. For example, if he writes an opinion, it goes to the Assistant Solicitor, who 
looks it over, and if he disagrees, the two will argue it out. 

If the Assistant Solicitor agrees, it goes to Mr. Doyle, the Associate Solicitor, 
who is authorized to sign my name to it, if he agrees. 

If he disagrees, he brings it in to me, and we will discuss it, and I may say, 
along the lines of what the captain testified to, that sometimes you can get five 
people together, and you can give them five pieces of mail, and ask them to mark 
them, and you will get five different results, because in some cases it is just 
one of those things that depends on your own personal ideas and your own bring- 
ing-up; it depends upon how strongly you feel about things, and there are some 
types of that material that you just can’t get two people to agree on no matter 
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how reasonably and how objectively they look upon it. It is just an honest 
difference of opinion. We experience it all the time, so we have our conferences, 
and we decide what is going to be the best thing to do. 

Mr. Burton. Those cases are frequently called your border-line cases, are they 
not? 

Mr. Frank. Border-line cases, that is right; and may I say there are many of 
them, Mr. Counsel. 

Mr. Keere. In mentioning border line, if I may just inject here, I think that 
is the group that, without any doubt, gives us the most complaints, gives us the 
most trouble, because the real pornographic material is not specifically ad- 
vertised, as we mentioned before, but the man who floods the mails with these 
ads, he is dealing many times with an article that he knows is going to cause 
a lot of trouble, I mean trouble in deciding on it, and very difficult of a criminal 
prosecution, and those are the things, I think, all the way along that we are 
having our great trouble with. 

We have no trouble with prosecutions on things that are definitely obscene, 
but it is this material that is this way and that way that is very, very difficult 
to prosecute. 

Mr. Burton. Inspector Simon, in the short time we have could you describe 
briefly the different examples of operation of a typical operator in each of the 
various categories of obscene materials, that is, the general characteristics of 
an operator, how he gets started, the scope of his operation, and so on? I 
know you cannot do that very quickly, but if you could give the committee some 
idea of these border-line materials, and so on, just what comes under you, it 
would be appreciated. 

Mr. Simon. Well, a typical operator—I might give an example of one that 
we have had considerable trouble with, who has been in our experience the most 
extensive dealer in this type of material. 

There are two defendants involved or two individuals who have formed a 
partnership to engage in the sale of this material. 

I estimate that during the past year I have received from the public approxi- 
mately 5,000 complaints on this one dealer alone, and his mailings have varied, 
and he has mailed as many as 98,000 pieces of first-class mail a day. 

His postage bill for a period of 9 months, from July 1951 to March 1952, 
approximated, I would say, about $60,000. He mailed during 1 month matter, 
the postage for which totaled about $6,000. 

These dealers have been indicted in two jurisdictions and, as a result, there 
has been a decided decrease in complaints from the section of the country from 
which they operated, so I think that has had quite an effect. 

Of course, the police in that area also, since we got the first indictment, have 
become quite active against dealers in this type of material, and I think that 
has deterred a number of these operators from using the mails. 

Mr. Burron. That originated in California? 

Mr. Stmon. That is correct. 

Mr. Burton. And the result of your work has considerably decreased that sort 
of operation in California, has it not? 

Mr. Stmon. Yes, sir; it has. 

Mr. Burton. Is there any other typical case that you think would be of 
interest to the committee? You have described your operation so very clearly 
here—— 

Mr. Stmon. Well, we have cases where they give the impression that they, 
from the literature you get the impression that they, are selling obscene matter, 
but when the material is received it turns out to be innocuous, and several of 
these cases have resulted in the issuance of fraud orders. That type of case 
gives us considerable trouble, along with the border-line material. 

Mr. Burton. That is the type that you call the fake advertising? 

Mr. Simon. Fake obscene. 

The CHAIRMAN. I would like to ask you, Mr. Frank, at this point, whether 
or not you deem it advisable, or, Mr. Simon, that you have additional men put on 
Simon’s staff or else additional inspectors assigned to this particular type of 
work in the department in order to get the job accomplished ? 

Mr. Keere. First of all, I will tell you that I have nothing to do with the 
assignment of inspectors: that comes under the chief, but I rather doubt that 
for the purposes of the work that Mr. Simon is on, that we need more people. 
We dig these cases up. It is a question of getting something done with what 
we do, and there is no sense in piling up more work and then have nothing done 
with it. We are only making paper work, and we don’t like to do that. 
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What we need, and it is a thing that has been through all this—I was here 
yesterday and listened for a while—it is the trouble with everybody. If you 
had a better definition of what it is that the Congress wants kept out of the 
mails, that would be helpful. They say “obscene.” I can’t add any more words. 
It is lewd, lascivious, filthy, indecent, but they all mean the same thing, and it 
is applying that, and that is our trouble. If we could get something 

Mr. Kearns. In other words, you want to move? 

Mr. Keere. Yes, sir; because I think Mr. Simon and the other inspector can 
dig up all the cases that we need, am I right, Harry? 

Mr. Srmon. I might add to what Mr. Keefe says, that we do look into every 
case that we can either dig up or is brought to our attention. 

The CHAIRMAN. With your present staff? 

Mr. Simon. Yes, sir. And if necessary we have the other inspectors in the 
field, the 850 inspectors, we call on from time to time to assist us. 

Mr. FRANK. I would like to make another statement for fear that I have 
left the wrong impression. There are two attorneys who pass on the question of 
unmailability. When it comes to an order, we have a staff of trial attorneys— 
we have four. We had five, but due to the slackening of work, we took one off, 
but we have five attorneys we could put on the actual trial of the cases, so we have 
more than just the two who handle the matter. 

Mr. Kearns. Mr. Burten said we had testimony here where you have to wade 
through this filth to where you get to what they say their objective is in good 
literature. 

Mr. FraNK. Yes, we have to read every book to make up our minds. We have 
to read every single bit of material that comes in to our office, and determine for 
ourselves whether it is good or bad, because when we go into court on it we 
have to defend our actions. 

Mr. Kearns. Could I ask a question there? 

Mr. FRANK. Yes. 

Mr. Kearns. Supposing a publisher publishes a certain book that you folks 
object to. 

Mr. FRANK. Yes. 

Mr. Kearns. And if other books came through with his trade-mark on it, do 
you have the right then to observe those before you permit them to be mailed? 
I mean, once the publishing company is in question as to what they are sending 
through the mail—— 

Mr. FRANK. Yes, we have a right to observe anything that goes through the 
mail, except first-class mail. Now, the publishers of certain magazines that we 
have had trouble with, most of these “girlie” magazines or detective magazines 

Mr. Kearns. You are constantly on the alert to it? 

Mr. Frank. Constantly. 

We tell the Postmaster of New York City, for example, not to let any of that 
go through the mails without our approval. 

Mr. Kearns. That is a very good point. 

Mr. Frank. We do that consistently with magazines we are suspicious of. 
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Mr. O’Connor appeared before the committee on the fifth and last 
day of its open hearings, December 5, 1952. 


Mr. O’Connor. I am chairman of the board of Bantam Books, Inc., publishers 
of paper-bound reprints, and I am chairman of the board of Wonder Books, Inc., 
which publishes picture books for children; and I am president of Grosset & 
Dunlap, which publishes a very large general line of books, with a large per- 
centage of juveniles, mainly the classic juveniles. 

Mr. Burton. Will you give us the name of the principal officers of your com- 
pany. 

Mr. O'Connor. Of which one? 

Mr. Burton. Bantam, the Bantam Book Co. 

Mr. O'Connor. Yes. There is no president. Iam at present the executive head 
of the business. The executive vice president is Walter Pitkin, Jr.; he is also 
editor in chief; and the secretary and treasurer is Sidney Kramer, and the 
address of that company is 25 West Forty-fifth Street, New York. 

Mr. Burton. Would you kindly give us the names of the stockholders. 

Mr. O'Connor. Of Bantam Books? 

Mr. Burton. Of Bantam Books, Inc. 
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Mr. O'Connor. The majority stockholders are Grosset & Dunlap, Inc., and the 
Curtis Publishing Co., and then there are three small individual stockholders. 
Do you want names, too? 

Mr. Burton. Yes, if you please. 

Mr. O’ConNor. Ian Ballantine, Walter Pitkin, Jr., and Sidney B. Kramer. 

Mr. Burton. What are their respective holdings, that is, how much 
Grosset & Dunlap hold, and how much does the Curtis Publishing Co. hold? 

Mr. O'CoNNor. Grosset & Dunlap hold 4214 percent, Curtis holds 42% 
Ballantine holds 9 percent, Pitkin holds 3 percent, and Kramer holds 3 percent. 

Mr. Burton. When you make arrangements with the holder of a copyright 
with a view to issuing a reprint on a story, do you ever change or have changed 
the original plot of the story? 

Mr. O'Connor. Unqualifiedly, no. Our policy, which we have followed from 
the beginning, and of which we are quite proud, and believe to be a proper policy, 
is to reprint the book in the exact language of the original edition, without change 
or abridgment. 

Mr. Burron. I think you said that in no instance do you print an original book? 

Mr. O'Connor. I said there might be a few each year. 

Mr. Burton. A few each year? 

Mr. O'Connor. Which would be mostly anthologies or collections of stories, 
but we have never published an original work of fiction of novel length. 

Mr. Burton. How many titles of pocket-size books, if you remember, Mr. 
O'Connor, did your company publish, respectively, in 1950 and 1951? 

Mr. O'Connor. I can’t remember exactly, but I would say something over a 
hundred titles, but not in excess of 150 titles, certainly. It would be somewhere 
between 100 and 150, and closer to 100 than 150, each year. I can give you the 
categories as we think of them. There are westerns, mysteries, mysteries and 
suspense stories—they go together—novels, nonfiction, and miscellaneous. Now, 
the miscellaneous would be these anthologies, and so on, that I spoke of earlier. 
And the percentage of nonfiction would be very small. 

Mr. Burton. Then, the novels would constitute the larger part? 

Mr. O’Connor. I would say that the novels might constitute as much as 40 
percent. In the first place, our books, as I indicated earlier, are derived entirely 
from the list of books published, previously published, and distributed by the 
original publishers, generally. 

Now, an original publisher is one who buys the manuscript from an author or 
an agent, and causes it to be published in the hard-bound style, and distributed 
through what is known as the traditional book trade, which has about 3,000 
book-store outlets. They include department stores, book stores, and places 
which are traditionally outlets for books, and which depend for their maintenance 
mainly on the sale of books. 

Now, those books, as a rule, have been on sale in those outlets for a year or 
more before we—I am speaking now of Bantam Books—acquire the right to 
issue them as reprints. That is because we, my own company, because of its 
close association with many of these leading publishing houses, believe that there 
should be an orderly time sequence of publication; in other words, that the book 
should first be issued in hard-bound style, and run for a year or more, and then 
be issued at the lower price in the larger quantities. 

Well, we have a force of editors and readers who examine the books which 
are published by these original publishers, and they make up panels of possible 
titles which might be reprinted, which they think would be good reprints, and 
then they proceed to negotiate for the reprint rights to those titles in competition 
with other reprint houses. 

The editor usually makes a final choice as to whether or not he wants to 
reprint this book, and then he makes an offer, usually a guaranty, to the original 
publisher, a guaranty of royalty, for the right to publish that book in reprint 
form. If his competitor makes a better guaranty—and these guaranties are 
usually secret and not known, because I don’t tell my competitor what I am 
going to offer for a book and he doesn’t tell me—but usually the original pub- 
lisher takes what he considers to be the best offer by way of guaranty of roy- 
alty. He doesn’t always take the largest amount of royalty because he may 
wish to have a particular reprint house do a reprint of a novel because that 
house has done the prior books of the same author, so the consideration is not 
always and entirely a matter of competitive bidding. 

When we get the book—let us assume that we have bid successfully for a 
hbook—we make an agreement with them, which gives us the right to reprint the 
book, usualiy for a period of 3 years, and it stipulates that it is to be issued 
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in paper-bound form, and that the royalty—there is a standard royalty. Would 
you like to know what that is? 

Mr. Burton. We would like to have it in the record. 

Mr. O'Connor. Yes. Well, the standard royalty is 1 cent per copy up to 150,000 
copies, and 14% cents per copy above 150,000 copies. 

Now, that royalty is paid to the original publisher, and under the prevailing 
practice in book publishing that royalty is split half and half between the 
original publisher and the author. 

Well, we have acquired the right to publish the book, let us say. 

Mr. Burton. Yes, sir. 

Mr. O’Connor. And I might observe, because I think this would be of interest 
to you, that in the contract granting the rights to the reprint publisher, there is 
usually a clause—at least there is in our contract, in Bantam—now I can’t speak 
for the contracts of other houses—but in our grant of rights, there usually is a 
clause in which the original publisher agrees to hold us harmless against any 
damage by reason of a finding that the book is obscene or unpublishable, or an 
invasion of proprietary rights or anything of that sort. 

Now, having had that grant assigned to us, we proceed to publish the book. 
Usually it is issued in a first edition, which might range from 300,000 copies up 
to 750,000 copies, or even larger, according to the judgment of the editor as to 
the probable popularity of the book, and the books are then shipped to about 750 
wholesalers located in various parts of the United States, and by them, in turn, 
distributed to approximately 90,000 retail outlets, 

Now, those books are issued on the basis that unsold copies can be returned. 
In other words, the ultimate dealer can return the copies to the wholesaler, the 
wholesaler can return them to the national distributor, who, in this case, is the 
Curtis Publishing Co., and the Curtis Publishing Co. can return them to us, and 
they do, with respect to unsold copies. 

Mr. Burton. You said the Curtis Publishing Co. distributes your books? 

Mr. O'CONNOR. Yes. 

Mr. Burron. Is that done by that company or by a subsidiary distributing 
agency? 

Mr. O’Connor. Well, there are two companies: The Curtis Publishing Co. 
being the main company, and then there is another company known as the 
Curtis Circulation Co., which is a subsidiary of the Curtis Publishing Co. It is 
the circulation company which actually carries on the business of making the 
distribution. 

Mr. Burton. Is there a minimum number of books that are printed for each 
title, the first time? 

Mr. O’ConNor. Well, it is more or less dictated by one’s judgement of what 
the market will absorb, but it would be rarely less than 250,000 copies, 

Mr. Burton. Could you give an estimate of the number of books that would 
mean in the course of a year? 

Mr. O’CONNor. Well, I will have to give you a rough figure because I don’t have 
the exact figure in my mind. If the intention of your question is to establish a 
magnitude of distribution, obviously there is a magnitude, and you could con- 
sider it to be, oh, somewhere between 35 millions and 40 millions of copies each 
year. 

Mr. Burton. Have you read these books, Mr. O’Connor? [Referring to certain 

s3antam Books in evidence. ] 

Mr. O’Connor. Let’s see. I have read Don’t Touch Me, and perhaps that is a 
good one for your purpose. 

Mr. Rees. You say that is a good one? 

Mr. O’Connor. I thought it might be a good one. 

Mr. Burton. For our purpose. 

Mr. REEs. What do you say about it? Is it good for the public? 

Mr. O’Connor. Am I being questioned now on the content of the book? 

Mr. Rees. Yes. You said it was good for us, and I am asking you. 

Mr. O'Connor. I sensed from what I read of the earlier hearings, that the 
committee is searching for books which, in its opinion, tend toward the porno- 
graphic side, but that does not by any means mean I agree with the committee. 

Mr. Rees. What I want to know is, Do you approve that book for reading? 

Mr. O'Connor. I can’t answer the question, that question, “yes” or “no,” 
because that is a question 

Mr. Rees. Do you think it is a good book for the public to read? 

Mr. O’ConNor. I do; yes. 

Mr. Rees. And you approve that sort of stuff? 
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Mr. O'Connor. May I expand my answer? 

Mr. REEs. Well, I just asked you if you said that is good; that is the end of 
it. It is either good or bad. 

Mr. O’Connokr. I believe, if this book is not pornographic, if it is not porno- 
graphic—— 

Mr. Rees. Do you think the material is good, the reading of it is good? 

Mr. O'Connor. I think MacKinlay Kantor is a very distinguished author. 

Mr. Rees. I am not talking about MacKinlay Kantor; I am talking about the 
material in that book. Do you think it is good for folks to read? 

Mr. O'Connor. If they wish to read it. 

Mr. REeEs. Do you think it is good for children? 

Mr. O’Connor. I think the only question is whether it is pornographic. 

Mr. Rees. That is not the only question. I am just asking you, do you think 
children ought to read that book? 

Mr. O'Connor. I don’t think I would give it to my daughter to read, for exam- 
ple, if that is the answer you want from me. 

Mr. Rees. Well, that is one of the answers; yes. 

Mr. O'Connor. Yes. 

Mr. Rees. But I am asking you whether or not you think that is good for 
children to read. 

Mr. O'Connor. I don’t think this particular book is one that it is a good thing 
for adolescents to read, no; I do not. 

Mr. Rees. Do you think it is good for anybody to read? Do you think it is 
something that does a fellow good? 

Mr. O’Connor. I think if a man wishes to read it, why not, or a woman, an 
adult person. 

Mr. Rees. So you think it is all right to put that out? 

Mr. O’Connor. I think so. Why not? 

Mr. Rees. Well, if you would read the thing you would know why not. 

Mr. O'Connor. I have read it, and I don’t think—— 

Mr. Rees. Do you like it? 

Mr. O'Connor. No, I don’t say I like it. I read a great many books. I read 
them professionally so, perhaps, my opinion of a book would be different froim 
your opinion of it so far as its— 

Mr. Rees. I am afraid it would be, under those conditions. I am asking you 
now, do you think the book you have just mentioned, Don't Touch Me, do you 
think that is a good book to put out on the newsstands? 

Mr. O’CONNor. Would you let me make a statement of my opinion with respect 
to this book? 

Mr. Rees. Answer whether it is a good thing to put out on the newsstands for 
sale to the public. 

Mr. O'Connor. For adults, why not? 

Mr. Rees. Because of the stuff that is in it. 

Mr. O'Connor. Well, that is your opinion, Mr. Rees. 

Mr. Rees. I am saying why not, and you think it is good? 

Mr. O'Connor. It isn’t my opinion; and this book is. published under a consti- 
tutional guarantee, and it is also subject to prosecution under the pornography 
statutes if it is a pornographic book. If it is a pornographic book, then it should 
be suppressed, and the publisher should be punished and the distributor should 
be punished. 

The CHAIRMAN. What do you think, Mr. O’Connor, this committee was formed 
for? Had there been such a congressional committee prior to this time? 

Mr. 0’Connor. Happily not. 

The CHAIRMAN. To ferret out this kind of trash? 

Mr. Rees. Did you say “happily not”? 

Mr. O'Connor. Yes; because I think the testimony before this committee has 
been entirely one-sided. 

The CHAIRMAN. Well, you are bringing the other side today ; is that it? 

Mr. Burton. Do you mean from your testimony, Mr. O’Connor, to imply that 
because something is said by a well-known author, one who is recognized for 
his ability, that what he says necessarily should be in print, and be accessible 
to juveniles as well as adults on the newsstands? 

Mr. O'Connor. Oh, not at all. Even a great author can be pornographic, and 
if he is, that particular piece of his literary composition should not be distributed 
under our laws. 

Mr. Burton. Have you ever read God's Little Acre? 
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Mr. O’Connor. No; it happens that I haven’t, but that book, you know, has been 
tried twice, and acquitted in both cases. 

Mr. Burton. Yes, sir, it has; once in the case of Commonwealth against Gor- 
don, in Pennsylvania, and once in the Magistrate’s Court in New York. 

Mr. O'Connor. That is right. 

Mr. Burron, And in Pennsylvania, the judge was Judge Bok, was he not? 

Mr. O'Connor. That is right. 

Mr. Burton. Just who is Judge Bok? 

Mr. O'Connor. Well, I don’t know that I can give you Judge Bok’s biography. 
He appears to be an eminent and respected member of the Pennsylvania bench. 

Mr. Burton, I have no doubt whatever that he is, but it might be interesting to 
know that Judge Bok is the son, I think, of Mrs. Zimbalist, is he not? 

Mr. O'Connor. I don’t know. 

Mr. Burron, And isn’t Mrs. Zimbalist a director of the Curtis Publishing Co. 

Mr. O'Connor. Let us assume what you say is so. 

Mr. Burton. I am just trying to identify the judge; that is all. 

Mr. O'Connor. I believe his opinion is one of the best that has ever been 
written on this subject, and I think the committee might well study it because it 
deals not only with the instant case that was before him, but reviews the entire 
tendency of English and American law with respect to obscenity. 

Mr. Burton. It does. It traces the law from the Hicklin case in England down 
to the Ulysses case in New York. 

Mr. O'Connor. That is right. 

Mr. Burton. And very, very splendidly describes the philosophy over the 
ages, also showing that in the Ulysses case the strict interpretation, which was 
held in the Hicklin case in England less than a century before, has changed 
because of the times, and, if I remember correctly, Judge Hand says that the 
predominant theme in any book shall be the yardstick, the controlling feature, 
and if the pornography in that book or the obscene statements are for the purpose 
only of delineating character, and they constitute a minor part of the book, 
that the book would not necessarily be held obscene. 

Mr. O'Connor. I think that is an admirable statement of the rule of the case, 
except that you use the term “obscene” not in a sense in which Judge Hand 
used it. 

Mr. Burton. Well, I am perfectly willing to modify it and say that question- 
able language—we have got to describe some way the language which is not 
acceptable in ordinary everyday society. 

Mr. O'Connor. Yes; but I think that in a proceeding of this kind, that the word 
should be used without presupposition as to the meaning. 

Mr. Bunton. How would you describe the language to which Judge Hand 
referred ? 

Mr. O'Connor. As TI recall what Judge Hand referred to, and I am not a lawyer, 
I am simply— 

Mr. Burron. Let us Say you are a scholar—that you must be, Mr. O'Connor, 
if you have been passing on literature so long. 

Mr. O'Connor, I doubt it very much. I have just been around the publishing 
business, perhaps, too long. 

Mr. Burton. Well, I think, perhaps, you are in a better position to give a 
connotation of a word than even a lawyer, so we are very glad to have you give 
a definition. 

Mr. O'Connor. As I recall what Judge Hand said in the case on appeal from 
Judge Woolsey’s decision, it was that the book had to be judged as a whole—— 

Mr. Burton. That is correct. 

Mr. O'Connor (continuing). And that a realistic scene which involved sexual 
episodes did not necessarily condemn the book if it was there with sincerity— 
in other words, if it was not just dirt for dirt’s sake. 

Mr. Burton, I will accept your amendment. 

Mr. O'Connor. And that book had to be judged as a whole. 

Mr. Burton. That is right. 

Mr. O'Connor. And that isolated passages lifted out of context were no proof 
of obscenity. 

Mr. Burton. That is perfectly true. But if you read Judge Goodman’s de- 
cision in California 

Mr. O'Connor, I am afraid I haven't. 

Mr. Burton (continuing). In the northern district of California, in the dis- 
trict court, if you will, it was brought out here once before—in that case, which 
was the United States v. Two Obscene Books—it happened to be a customs case—— 

Mr. O'Connor. Yes. 
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Mr. Burton (continuing). And I want to read to you what Judge Goodman 
said. I have read this once before, but I think it is well worth reading again. 
Judge Goodman, in the District Court of California, in the case of U. S. v. Two 
Obscene Books, said, among other things: 

“It may be that the modern trend toward frankness in sexual matters has 
influenced the viewpoint of claimant and the critics who espouse the cause of 
Miller. Certainly, the theater, the moving pictures, other similar media and 
Mr. Kinsey may have affected our attitude as to such matters. It is sufficient 
to say, however, that the main obscene passages in the books have such an evil 
stench that to include them here in footnotes would make this opinion porno- 
graphic. For example, there are several passages where the female sexual organ 
and its function are described and referred to in such detailed vulgar language 
as to create nausea in the reader. If this be important literature, then the dig- 
nity of the human person and the stability of the family unit, which are the 
cornerstones of our system of society, are lost to us. 

“Our circuit has approved the simple standard that obscenity has ‘the meaning 
of that which is offensive to chastity and modesty * * * that form * * * 
of indecency which is calculated to promote the general corruption of morals. 
The true test * * * is whether its language has a tendency to deprave or 
corrupt the morals of those whose minds are open to such influences and into 
whose hands it may fall by allowing or implanting in such minds obscene, lewd, 
or lascivious thoughts or desires. 

“It is contended by claimant that Tropic of Capricorn must be treated differ- 
ently because it ‘has considerably less both of sexual episodes and of vernacu- 
lar expletives with sexual reference.’ These episodes or passages are stated to 
constitute about 18 percent of the total number of pages in the book. This, it is 
asserted, is an insufficient quantity upon which to base a finding of obscenity. 
The court must reject any such quantitative test.” 


Mr. O’Connor telegraphed the committee to supplement his oral 
testimony on Bantam books given during the hearings. He gave sales 
figures on the 7 books referred to as ranging from 150,000 to 800,000 
copies. 


Mr. Rees. You are familiar with the contents of those seven books, are you 
not? 

Mr. O’Connor. No; I am not. I have only read two of them, Mr. Rees. 

Mr. Rees. But, as I understand your statement, having read those two, you 
would say that they are good reading for the public? 

Mr. O’CONNor. For the adult person, I said. 

Mr. Rees. What about the adolescent public? 

Mr. O’Connor. Well, the adolescent public is another question, and there is 
a difficulty as to how you can deny books to adolescents and make them available 
to adults. I don’t know how to solve that. 

Mr. Rees. Would you say they were good for adolescents to read? 

Mr. O’Connor. As a personal opinion, I will say I wouldn't want to give them 
to adolescents, no; that is all I would say. 

Mr. Rees. You would not want children to read them? 

Mr. O’Connor. I wouldn’t give them to my own daughter, for example. 

Mr. REes. Now, then, having gone that far, feeling that you would not want 
your daughter to read them or other daughters and sons 

Mr. O'Connor. You added that, Mr. Rees. I am not drawing any conclusions 
as to other people’s sons and daughters. 

Mr. Rers. What about that, then, adolescent sons; what is your opinion there? 

Mr. O’Connor. I think it would be much less dangerous with the adolescent 
sons. 

Mr. Rees. You would not approve their reading them, would you? 

Mr. O'Connor. I don’t think you can keep boys from reading this kind of thing. 

Mr. Rees. No; not if you get it to them. 

Mr. O’Connor. They will get it even if you don’t put it out on the newsstands. 
I remember when the Kinsey reports were published, a very distinguished and 
respectable medical publisher in Philadelphia did not realize what he had ratil 
they started taking these books away from him, and it was common knowledge 
in the publishing business that around high schools the youngsters would get 
together and gather the $6 to buy the Kinsey report. 

Mr. Rees. Would you approve of youngsters getting together and buying this 
stuff? 
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Mr. O'Connor. Well, they don’t have to because this is only a quarter. 

Mr. Rees. Which makes it still worse. 

As an official, then you are responsible in your position to determine whether 
these books go or are sold and not sold. 

Mr. O’ConNNOR. Well, mine is the ultimate responsibility. I don’t make the 
choices, but I accept the choices, so I have the responsibility. 

Mr. Rees. Yes; that is right. So, as you sit there now, so far as the general 
public is concerned, you think it is good reading for the general public; is that 
rizht—is that correct? 

Mr. O’Connor. I think that any book which is not pornographic has a right to 
be circulated. 

Mr. Rees. Well, I am talking about these books right there. 

Mr. O’Connor. I don’t concede that they are pornographic. 

Mr. Rees. So you think they are good reading? 

Mr. O’Connor. Therefore, I think they have a right to be circulated. The 
author has a right to have them circulated. He wrote those books for the pur- 
pose of having them read. 

Mr. Rees. That is right. 

Mr. O'Connor. And the publisher and the distributor are merely the inter- 
mediates; they are the channels through which an author’s compositions reach 
the public. 

Mr. Rees. We have had testimony before this committee, and it may belong to 
what you call one-sided, but nevertheless it was taken by this committee—from 
officials who seemed to think that some of this stuff that we are talking about 
this morning was harmful to the public, and thought that it ought to be kept 
off the stands, but you do not think so? 

Mr. O’Connor. Mr. Rees, I would be the last one to deny to any organization 
or group the right to express and hold strongly, perhaps, the opinion that these 
books should not be circulated. But what bothers me is, where do you draw the 
line? Are you going to have private pressure groups—and, by the way, I got this 
from something that was said about Mr. Case, of Detroit—are you going to have 
private pressure groups and action without due process of law, negate the pro- 
tection of the first amendment? 

Mr. Rees. Do you mean the women, these women’s clubs, are private pressure 
groups? 

Mr. O'Connor. Yes; of course, they are private pressure groups. 

Mr. Rees. What do you think about this committee that was up here from 
New York, which is making an effort to deal with this problem, to try if it can 
to clean out some of this trash? 

Mr. O’Connor. Well, they are members of the New York Legislature; they 
certainly have any right they want to in the way of investigation, and they will 
undoubtedly recommend legislation to the assembly and senate in New York, 
and if it is passed, it will be the law of the State of New York. 

Mr. Rees. Have you appeared before that committee? 

Mr. O'Connor. No. 

Mr. Rees. One more thing. You said something about being protected against 
damages that might issue? 

Mr. O’CoNNor. Yes. 

Mr. Rers. How could there be any question of damages? 

Mr. — Well, there hasn’t been, but if there should be, then we are 
protected. 

Mrs. St. Grorce. The point that I would like to get at, Mr. O’Connor, is that 
you, aS a company and as a concern, do publish very high-type stuff, and what 
I cannot quite understand is why you cannot yourselves just make it a little 
bit more of a hundred percent perfect. 

Mr. O’Connor. It is possible that we could, but that is adopting your view- 
point. 

I think one of the real difficulties here is and arises as between the reprint, 
which has already been screened to some extent by the original publisher, and 
original publications which are issued in paper. I think they represent an en- 
tirely different problem, and a difficult problem, because, after all an author may 
prefer to be published in paper, and there the initial wide distribution comes in 
the paper-bound form. It has never had the benefit of such screening as takes 
place when it passes through the hands of publishers who themselves have—I 
think—high standards of taste and judgment and responsibility to the public. 

Mrs. St. Grorce. I do think that demarcation should be made very definitely. 

Mr. O’Connor. And my opinion is that there is no way of reaching exact sta- 
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tistics on this point except by making a calculation based on the probable printing 
of the books, but if this year the total sale of all types of paper-bound books 
reaches, as it is my opinion it will reach, 260 million copies, I would expect that 
at least 40 millions of those are books which are original paper-bound books, and 
that all the rest of them are reprints. 


Now, that is not to say, Mrs. St. George, that all of the reprints are beyond 
criticism themselves. 

Mrs. St. Grorce. I certainly do not believe that they are, and that is why I 
made the statement to you that I did, Mr. O’Connor, that I thought it would be 
well for these big companies and important companies that are publishing at 
the rate of 35 and 40 million per annum to look into their own back yards, so 
to speak, and do the best they can about it. 

In the beginning, as I understand it, these reprints were mostly reprints of 
well-established, more or less classical books ; that was the original idea. 

Mr. O'Connor. Well, they always included a proportion of what I would term 
realistic fiction. 

Mrs. Sr. Georce. Yes. 

Mr. O’Connor. Which included sexual episodes, where those episodes were 
necessary to the development of a character or to the illustration of a slice of life. 

Mrs. St. Georce. Certainly. 

Mr. O’Connor. And if you object to a realistic novel which includes the sexual 
episode honestly and sincerely, not for the sake of including it as such an episode, 
but in order to develop the author’s idea of character and plot, then I would have 
to part company with anybody who said that that kind of novel should not be 
published. 

Mrs. St. George. Of course, that is why I feel that we do not want to get 
into that. 

Mr. O'Connor. Yes. 

Mrs. St. Georce. And I am afraid, I am very fearful, that we will get there 
unless we take care of these things. 

Another thing that has been done, I am sure not by your company, is this 
business of souping up these covers. Now, there is an episode in a New. York 
play now, which is no funnier than some of the things we have heard happen 
right here before this committee, where one of these editors decides to reprint 
Hawthorne's Scarlet Letter. 

Well, the first thing he decides is that that title won't sell, so he is going to 
rename the book, and it is going to be called The Adulteress. Well, after that 
goes over pretty well, he wants to have a cover made for it—this is all in 
the play—and they tell him that Hester Prynne is dressed with a little black 
dress and a scarlet letter on her chest, and he said that won't do, that she 
will have to have a plunging neckline, and the scarlet letter below that, and 
that is the way the book is to be brought out. 

Well, that is considered very funny in the play, and it is exactly what is 
happening here. 

Mr. O’Connor. I agree with you entirely about that. I think the absurdity, 
for example—— 

Mrs. St. Georce. It is absurd. 

Mr. O’Connor (continuing). Of presenting an historical novel in which the 
heroine in deep snow has a plunging neckline, is just carrying the thing to an 
extremity. 

There is a way in which that thing can be controlled, and it is a very simple 
way, and some publishers are already doing that, and that is in the contract 
which grants the rights to the reprinter, they reserve the right to approve the 
cover. 

Mrs. St. Georce. Well, I think that is a step forward in the right direction. 

Mr. O’Connor. That is a way to do it, but that is a problem which is separate 
from the content of the book itself, you see: and actually, I think, that there is 
a considerable problem here of a fraud on the public. 

Mrs. St. Georce. I agree with you. - 

Mr. O’Connor. It has been carried to absurd lengths in some cases, even in one 
ease, in my recollection, of taking a Sherlock Holmes book—and surely nobody 
has less sex in him than Sherlock Holmes—and I think it was The Hound of the 
Baskervilles and how in the world they were able to develop a sexy cover on 
The Hound of the Baskervilles is beyond me. 

Mrs. Bosone. Mr. O'Connor, I agree with you, I don’t think that the Detroit 
police should be forced to do the job they are doing relative to objectionable 
litérature. But it is a situation about which something has to be done, and they 
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are doing the best they can. I would say that since you are one of the biggest 
publishers in the United States, you do owe a tremendous responsibility to 
your reading public and to these youngsters—and not only to youngsters but, 
I think, because this stuff is so offensive to adults—you also owe a responsibility 
to them. 

We can have innocent adults as well as innocent youngsters; and because 
you have this tremendous responsibility I would like to underscore what my 
colleague, Mrs. St. George, has said, that since a small percentage of your 
publications is these books that we have before us, that you, as a fine publishing 
company—and certainly with the type of person that I sense you are—could 
very well discontinue this type of publication, and go on with your fine publica- 
tions, and make it 100 percent, and be an influence to clean up the situation, to 
help us clean out the fly-by-night publishers that don't seem to have the character 
that they should have, and that your company and that you apparently have. 

I think it is just too bad that you let this fine company publish this type of 
book. 

We may disagree, of course, as to the contents of these books—whether they 
are acceptable to me or acceptable to you. I do not read them. I never could 
read them. They never could hold my interest. 

Mr. O'CoNNOr. I am very grateful for your statement. I might add that 
my wife disagrees with me, and would be likely to agree with yeu, Mrs. St. 
George, and you, Judge Bosone, but I would like to say, Mr. Chairman, I am past 
president of the American Book Publishers’ Council, in addition to my private 
duties, and a present director of that association, and I would hope that we 
could distribute copies of whatever the record is on this hearing to every book 
publisher for their consideration. 

The CHAIRMAN. You can do a great work, Mr. O'Connor. You made a real 
impression on this committee and on everyone who has heard you this morning, 
no doubt, because you are a very able publisher, and a very distinguished gentle- 
man. But now, I agree so much with Mrs. Bosone, when she said to you, why not 
use your influence for good rather than continue to publish this kind of tripe, 
and acquiesce in these particular types of literature being sold on drug-store 
stands or close by schools, where they, no doubt, will get in the hands of juveniles, 
and which, you say, you do not think should be read by your daughter or are a 
fit type of reading for juveniles. 

Mr. O'Connor. I was surprised—incidentally, in that connection, I was very 
much surprised—to learn, and perhaps I am in error in this respect, that several 
publishers, and in particular, two very important publishers who produce, I 
would say, as many books as we do, that is to say, Pocket Books and Signet 
Books—I believe they were invited to attend, but were not heard, and I believe 
that the time allowed them to file statements has been limited to Monday 
afternoon. 

I submit that the committee should have the benefit of their advice, and that 
they are our competitors. There is no particular reason why I should seek 
to make the record available to them, but it does seem to me that they ought 
to have an opportunity to file a statement, and that when you put a time limit 
on them which expires at 2 o’clock Monday or whatever it is, that is crowding 
the mourners a little bit. 

Mr. Burton. I would like to correct one thing, if I may, and that is that the 
publishers to whom Mr. O'Connor referred, were alerted and asked if they would 
come, if the committee desired to hear them. They were not subpenaed; they 
were asked if they would come if the committee decided to call them, and the 
committee did not decide to call them. 

Mr. O’Connor. Yes. 

Mr. Burton. In other words, they were not refused; they did not ask to 
appear. 

TESTIMONY OF HON. ALFRED D. STEMINSKI 


Mr. Sieminski, who represents the Thirteenth Congressional Dis- 
trict of New Jersey, appeared before the committee to show how 
aroused people of Jersey Gity deal with the problems of obscene litera- 
ture in their community. 


Mr. StemMInski. In presenting the case, the facts as they appeared in the Jersey 
Journal of Jersey City on Monday, April 7, 1952, in brief, were—and if you are 
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interested we can go into it after I have finished my statement, read, “Police 
burn ton of lewd books, film. Distributor gets 3-year prison term.” He is in 
jail today. 

On November 17, 1951, the chief of police of Barberton, Ohio, one Byron 
Eubanks, wrote to the chief of police of Jersey City a letter marked “A,” 
which I ask to be included in the record. The letter, in effect, cites the following 
facts, and states: 

“Sir: On the 16th of November 1951, three men were arrested by this depart- 
ment und charged with the sale of obscene literature. One of these men is a 
long-distance truck driver named Ralph Braman. When he was questioned he 
gave us this information: 

“The obscene literature had been purchased by him on three or four occasions 
from a man known as Sam Wildman, age about 60 years, 5 feet 8 inches, 150-160 
pounds dark hair. Wildman operates a Chevrolet panel truck, year of make and 
license number unknown. He also sells merchandise such as shoes, caps, and 
jackets, doing business with truck drivers in his truck. 

“Braman bought from him at the Jersey Truck Center, Truck Route No. 1, 
Jersey City, N. J. The obscene literature is hidden in various places in the rear 
on his truck. 

“The stuff seized here consisted of booklets with blue covers, about 4 by 5 
inches, featuring well-known comic-strip characters, and some larger books about 
5 by 7 inches. 

“This information has also been given to the local FBI office, and they said 
they would communicate with their office in your jurisdiction.” 

The result was that they located the gentleman doing business at the truck 
terminal in the metropolitan area. He is perhaps, or was, one of the biggest 
distributors of pornographic and obscene literature, films, and comic strips on 
the east coast. He is in jail today. 

Three days later, on November 20, 1951, James L. McNamara, chief of police, 
sent this note to Capt. Joseph L. Smith, commanding Jersey City’s detective 
bureau. I would like that letter cited as “No. B,”’ which I will give to the 
cominittee to be printed, if I may. 

Three days after that, Chief McNamara sent a letter to the FBI, the Newark 
office. That letter is marked “C.” 

That same day, the Jersey City chief of police sent a letter to the prosecutor’s 
office on the case. That is marked “E.” On the same day, the Jersey City 
chief of police wrote to the Ohio gentleman, and stated that the case had been 
successfully prosecuted. He said the gentleman was located, arrested, and 
awaiting trial, and thanking them for the interstate cooperation. 

This disclosure convinced groups of religious, civic, and educational leaders of 
Jersey City that they are correct when they meet periodically to check the 
flow of literature sold openly in the city. 

Their procedure is this: They list books, magazines, comics, and other 
material which they deem undesirable. 

This list is passed to the prosecutor’s office without publicity. The prosecutor 
forwards it to the chief of police. From there it is distributed to the precincts, 
from where detectives visit the book sellers. 

The book sellers are given the names of the undesirable publications, and are 
requested to remove them from sale. 

After a reasonable time, a second tour is made through the precinct to de- 
termine the extent to which the book seller has been of help. If he has not been 
of help, his name is turned in to the prosecutor’s office. That is the only extent 
to which the police come into the picture. They do not do any reading, censoring, 
in any manner. It is the leaders of the community and the prosecutor's office 
which throw the police into action. 

In evaluating the problem and the manner in which this committee seeks to 
solve it, the following can be said, I think: We all agree that youth represents 
the future of the Nation. What inspiration and steadfastness for intrepidity 
we give them now will be paid back to this Nation 100 percent. 

Is it not tragic that, to make a fast profit, some people are willing to throw 
this future of ours into a trash can? 

The CHAIRMAN. Any further statement now, Mr. Sieminski? 

Mr. SIEMINSKI. Just this: If 1 may have this little communication showing 
the answer of a book seller who protested being forced to have tie-in sales on 
clean literature, but was forced to take the others to get the clean. It is a tie-in, 
books which he did not want, his wife did not want, and his children, who worked 
with him in the store, did not want, but they said, ‘Put up or shut up.” 
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The CHAIRMAN. To whom is this directed? 

Mr. SIEMINSKI. This is directed to Capt. Austin Conley in the fifth precinct 
ef Jersey City, whose officers were advised that this book seller wanted certain 
clean literature, but was forced to take the others to get the clean. It is a tie-in, 
and I would like to leave it here. 

The CHAIRMAN. From a retail dealer of magazines? 

Mr. SIEMINSKI. Yes, sir; refused to take the salacious material, but was told 
if he didn’t he could not get the good. 

(The document referred to follows :) 

JANUARY 23, 1952, 
Re salacious magazines, 498 Ocean Avenue. 
Capt. AUSTIN CONLEY, 
Commanding Fifth Precinct: 


I am returning your report with the five copies of the magazine Photo Arts 
which was received in this office today. I understand that Mr. Simon Oakum, 
the owner of the store, voluntarily called the attention of Lt. Joseph O'Neil to 
this matter and mentioned the fact that he was forced to accept them as a “tie-in” 
with other legitimate literature. 

Please interview this man and secure a statement from him with all available 
information as to who left them, which concern is responsible for the delivery, 
the circumstances under which he was forced to accept them, and all other 
pertinent facts. Also have your accompanying report give all the facts in the 
matter. Do not forget to get all dates. 

JAMES L. McNAMARA, 
Chief of Police. 


TESTIMONY OF ROBERT C. WOODS 


Mr. Woods is a wholesale distributor of magazines and pocket-size 
books, with headquarters in Covington, Va. 


Mr. Burton. Will your please proceed, Mr. Woods. 

Mr. Woops. Well, we are 1 of the 700 middlemen in the United States. We 
sign a contract with the distributor to distribute all of his publications, and 
we must distribute those publications to retail outlets, and they check us to 
see that we do give a distribution. They contro] the orders and send them to us. 

We, in turn, make up a distribution to individual retail outlets over a territory 
of some 165 miles, covering about 70,000 people. 

I have been opposed to these books. 

Mr. Burton. You speak of these books. Just what types of books do you 
refer to? 

Mr. Woops. Well, various types of pocket books. 

Mr. Burton. But the paper-bound book is what you mean? 

Mr. Woops. The 25-cent book and the 35-cent book. In fact, I gave up one 
publisher’s account, threw it out because I would not handle the books; that 
was 2 years ago. 

In 1939 or 1940, I am not sure, the Ministerial Union in my community put a 
drive on to clean up comic books, and they had a hearing before the grand jury. 
The judge and the court ruled that no books would be permitted on the stand, 
no magazines that did not have a second-class mail entry. 

However, these books don’t have second-class mail entry. They are not sent 
through the mails. Some of them are by parcel post, and the majority are 
sent by express or through common Carrier, freight or truckers, but we have 
to distribute them to hold the franchise. 

As a result, I handled the Curtis publications for years, and we were loaded 
with this Pocket book or the Bantam book, to where it wasn’t a profitable thing 
to handle, and I gave it up. 

They distribute them themselves now in my territory. I have a wholesaler, 
that is the American News Co., and the Curtis Publishing Co., have their own 
distribution in my territory. I did that several years ago. 

When I first took the Curtis account, which is one on which they have the 
Saturday Evening Post and very good magazines, it was a good account. Then 
they added the Bantam books to us, which I did not want to handle because 
we had Pocket books and several others, but they forced us to do it. 

The CHAIRMAN. Curtis Publishing Co. forced you to handle Bantam books? 

Mr. Woops. That is right. 
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Mr. Rees. In order for you to sell the Saturday Evening Post? 

Mr. Woops. That is right ; in order to sell the Saturday Evening Post. 

Mr. O’Connor. The Curtis Circulation Co., which is a subsidiary of Curtis 
Publishing Co., distributes all of the Curtis magazines, that is, the Saturday 
Evening Post and the Ladies’ Home Journal, and so on, also Bantam books, and 
they distribute Classics Illustrated, and they distribute Esquire magazine, and 
Coronet magazine, and Wonder Books, which are also publications of ours. 

The CHAIRMAN. Just recently, now? 

Mr. O’Connor. Now, they have been doing it since Bantam books came into 
existence, since 1945, when we organized the company. Curtis Circulation Co. 
has always distributed Bantam books. 

Mr. Rees. Do you mean to say this, that in order for you to sell and distribute 
the Ladies’ Home Journal, the Saturday Evening Post, it is required under an 
agreement that you have these Bantam books on your stands? 

Mr. Woops. That is right. 

The CHAIRMAN. Whether you want them or not? 

Mr. Woops. Thatisright. Or we lose the franchise. 

Mr. Rees. Let me pursue it further. Then it means that if the public wants 
to go into your store to buy either of the magazines you have mentioned, then it 
is necessary when it goes in there that you carry this other line in stock, and 
you cannot make a contract where you sell the Saturday Evening Post, the 
Ladies’ Home Journal by themselves? 

Mr. Woops. That is right. The retailer does throw back a lot of books to the 
wholesaler. 

Mr. Rees. But he has to keep them there? 

Mr. Woops. But the wholesaler has to keep them until he receives a call-in 
notice or a reshipping notice to another town. 

Mrs. St. Georce, On these call-in orders, how long do you have to wait for 
those? You say you have to wait 

Mr. Woops. Oh, sometimes anywhere from 6 months to a year. 

Mrs. St. George. Where you would be holding up $12,000 or $15,000 worth of 
stuff? 

Mr. Woops. We usually write them telling them we have stuff on hand and 
want to get rid of it. We will wait 60, 90 days, and get a reship notice, and 
send them to Texas or some other place. 

Mrs. St. Georce. Then they reimburse you for those? 

Mr. Woops. We are credited at that time. 

The CHAIRMAN. Do they pay interest on that money? 

Mr. Woops. No, indeed. In fact, that is why I threw the account out because 
I lost money on it. It was not a profitable account. It was until we had to 
go into the small-book field. 





TESTIMONY OF HON. JAMES V. MULHOLLAND 


Judge MULHOLLAND. I am a justice of the Domestic Relations Court of the 
City of New York. 

Mr. Burton. That court also has jurisdiction or does have jurisdiction of 
juveniles, does it not? 

Judge MULHOLLAND. Yes. The judges of the domestic relations court sit part 
time in the children’s court and part time in the family court. About 6 months 
each year they are in the children’s court, and about 6 months they are in the 
family division of the court. 

Mr. Burton. Judge, you have something that is of interest to the committee, 
and it would be appreciated if you just proceed in your own way to tell the 
committee what you wish them to know. 

Judge MULHOLLAND. When I was sitting in the children’s court in Brooklyn 
sometime ago, as a matter of fact just about 2 years ago, a lawyer came and 
said, “Judge, you know how this child got this idea of committing this particular 
offense?” This was a serious offense, a sex offense, and I said, “No, I don’t.” 

Whereupon he said, “Well, the child got the idea from reading a particular 
book, the book being ‘The Amboy Dukes.” 

I spoke to the probation officer afterward and asked him whether he knew 
about the book, and he said, “Yes, a majority of the children who come into 
this court have read this book, and a great number of them have read that book 
in Brooklyn.” 

Mr. Burton. May I interrupt you for just a moment, Judge? Is this book, 
The Amboy Dukes, published by the Avon Publishing Co., Inc., New York? 
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Judge MULHOLLAND. By Irving Shulman. 

I then asked other children who came before me on that particular day of that 
particular week as to what reading matter, what books they had read, and, 
strange as it may seem, they mentioned this particular book, The Amboy Dukes. 

Two of the children I sent to Kings County Hospital for observation, and I 
sent a copy of the book to the hospital, and I asked the psychiatrist to read the 
book and let me know whether there was any connection between the reading 
of the book and the delinquent act. The following is an excerpt from a letter 
received from Dr. Joseph A. Manno, psychiatrist in charge of the adolescent 
service, division of psychiatry, Kings County Hospital, concerning his inter- 
view with the particular child. He went on to say that the child read a par- 
ticular page (p. 26) prior to the commitment of the sex offenses: 

“It is my opinion that the antisocial act was precipitated by the reading of 
this book. The Amboy Dukes is obscene, provoking, and detrimental to the healthy 
emotional growth of young people. It unwisely stimulates and excites the sensual 
urges of young boys while they are still in the stage of increased suggestability. 

“It would seem advisable that more rigid censorship be exercised, and that the 
sale of books of this nature be prohibited to minors.” 

I then sent the book to other psychiatrists and other doctors to ask their opinion 
of it, and what effect it might have on the normal child and what effect it might 
have on the maladjusted child or the child supposed to be emotionally disturbed. 

I will just read partly from a communication from Dr. Ernest Harms, who is 
the editor of The Nervous Child, a quarterly magazine on psychotherapy and 
mental hygiene and guidance of the child. He goes on to .say about this 
particular book: 

“Some very young neurotic boys may ‘learn’ some bad tricks which are re- 
ported in the book, if they do not know them from other communications. But 
the book may heat up their fantasy. If I had anything to say, I would try to 
keep this book out of any juvenile hands.” 

The book was sent to a Dr. Sara Hirsdansky in the Bureau of Child Guidance 
of the City of New York. She wrote: 

“In my opinion no useful purpose is served by the book’s detailed description 
of sordid sex episodes. The social message which I presume the author meant to 
convey could have been as effective without the inclusion of these details.” 

The book was sent to a psychiatrist named Richard H. Hoffman. Dr. Hoffman 
stated: 

“There are some phases of human life that begin and should end in the clinic. 

Ixposing them in a trashy novel under the mask of literature, produces the kind 
of book that will disgust normally conditioned youth and for the susceptible and 
potential delinquent will, if I may quote Cicero, ‘Forge a sword for their audacity 
and light a torch for their lust.’ For this reason, this book should be condemned.” 

Then Dr. Frederic Wertham, who was a psychiatrist at the time at the Queens 
General Hospital, wrote in part: 

“From page 28 to page 81 it describes an episode where a group of boys pays 
a girl for having intercourse with them all and then want to take the money 
away from her forcibly afterward. I have a number of times examined boys 
who did just that—and this book should be a good primer for teaching it to those 
who haven't had the idea yet.” 

Then there is a letter from Dr. Sam Parker, director of psychiatry of Kings 
County Hospital. He said that he hadn’t read this particular book, The Amboy 
Dukes, but ordinarily he would say that books which portray severe emotional 
disturbances or warped personalities and situations are likely to have an upsetting 
effect on sick or maladjusted individuals. 

I communicated with some superintendents and some principals of schools, 
and some authorities in the educational world, and to show how widely this 
particular book The Amboy Dukes was read, let me read part of a letter from 
Frank D. Whalen. assistant superintendent of school districts 15, 16, and 17 of 
the Bronx in New York City: 

“The author is different; he writes ‘strictly’ for the box office—and has he 
cashed in.” He says, “ ‘Will a step-by-step description of how to jostle a 
young girl in a crowded subway train help diminish delinquency or a detailed 
catalog of the lascivious possibilities of a cellar club lead youngsters to shun 
them—or to form new ones? You don’t put out a fire by fanning it.” 

His letter goes on to say: 

“Let me close with an incident that occurred last week—in a borough far 
removed from Brooklyn. A high-school teacher who had heard of the book set 
up a discussion of summer reading—without mentioning The Amboy Dukes. 
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Before long, the book was mentioned by a student. The teacher asked, in seem- 
ing innocence, ‘How many boys have read that book? Answer: Thirty-eight out 
of thirty-eight children had read that particular book. Of course, he condemns 
the book. He goes on to say that he finds it almost incredible that it should be 
so available to children.” 

I sent the book to another superintendent, I. Victor Burger, of the board of 
education in New York City. Part of his letter states: 

“The majority of adolescents are not aware of the vile, immoral sex stuff with 
Which the book reeks. The only effect such a book as the Amboy Dukes can 
have on a young boy or girl is to stimulate him or her into a channel of similar 
antisocial behavior. 

“In my opinion the authors’ purpose is far from social reform. To me it 
seems his purpose is commercial—to sell as many copies of this needless piece 
of vile literature, dangerous to the morals of adolescents, in order to realize a 
fortune.” 

“Anything you can do to kill circulation of this book among children will 
receive the blessings of parents and educators.” 

Another principal of a high school—this is in Brooklyn, Abraham Lefkowitz, 
goes on to say that he conferred with his English teachers, and all of them agreed 
that it is a filthy book dealing with the adolescent hoodlums in the area of 
“Murder, Inc.” He goes on to say, “I would never recommend that filthy book 
to anyone.” 

Then there is a letter from Vincent McGarrett, principal of the High School 
of Commerce at 155 West Sixty-fifth Street, New York. He says: 

“IT should dislike to see a book of this type in the hands of impressionable 
teen-agers.” 

Then there is a letter from Edward P. O'Connor, principal of Brooklyn High 
School of Automotive Trades, who says: 

“T would not recommend this book to be read by young or old. In fact, 1 feel 
this book is very dangerous in the hands of adolescent boys and girls.” 

Here is a letter from J. Ritchie Stevenson, principal of the East New York 
Vocational High School, who says: 

“The book is obscene and serves no good purpose. There is a tendency for the 
adolescent to imitate the characters portrayed in the book.” 

Here is a letter from Ralph W. Haller, who is the principal of Andrew Jackson 
High School, president of the High School Principals’ Association, and he says: 

“The theme, the language, and the treatment, in my opinion, are detrimental to 
the best interests of boys and girls who may have a tendency toward delinquency.” 

Here is a letter from Walter J. Degnan, principal of DeWitt Clinton High 
School, another large high school in New York City. He says: 

“I am sure, however, that a poll of parents would show very few in favor of 
permitting their children to be exposed to the filth and human degradation pre- 
sented in the guise of literary effort with a social purpose.” 

Here is a letter from Manual Training High School. All of these high schools, 
by the way, have a student population, I would say, of between 5,000 and 7,000 
students in their schools, and all of these men are authorities with a back- 
ground of education and experience with adolescent boys and girls. 

William Barlow, principal of Manual Training High School, wrote about this 
particular book: 

“It paints in lurid colors gang fights, petting parties, extortion, drunkenness, 
truancy, fornication, manslaughter, murder, and rape. The book is crude, por- 
nographic, and immoral. It has had a very wide sale among young people of 
the city in all boroughs, with extremely unwholesome results.” 

Here is a letter from Arthur Boylan, principal of George Washington High 
School, who says: 

“T consider it unfit for publication.” He says the book is obscene. He goes 
on to say that “the language, purported to be that of teen-age gangsters, is vile.” 

“The relations between members of the opposite sex, very plainly told, is 
obscene. Murder takes place twice, rape once.” 

I sent a letter and a copy of the book to James Nolan, deputy police com- 
missioner of New York City, and he wrote to me: 

“It is criminal in a moral sense that the book is made so available to the 
adolescent and immature adult. This type of reader sees in it the three thrill 
themes to the exclusion of any sociological aspects. The themes: defiance 
toward school authorities, toward law and order, to the home; the violence 
theme, mugging technique, gang fights, homicide, etc.; the passion theme, dealing 
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with detailed intimate necking episodes, relationships with a prostitute, rape, 
and illicit sex relationship.” 

I communicated with the Society to Maintain Public Decency, with John 8 
Sumner. He says: 

“Regardless of whether the book may be adjudged obscene, as the courts 
interpret and apply that word in a criminal case, I believe that the book is 
filthy, degrading, and dangerous.” 

A lawyer, George F. L. Hentz, of 189 Montague Street, Brooklyn, went on 
to say: 

“It is not proper reading, either for young people or even adult laymen.” 

I want to say that delinquency has been increasing throughout the country. 
There are various factors involved in the delinquency of a child, and this may 
be a factor that the committee would wish to consider in going into this whole 
subject. 

= the way, in connection with this book, I also got in touch with the library 
board. They said it was a “locked case” book, and they would give it only to 
some adult who was interested in social work, or to a priest or minister or rabbi 
who would state the reasons for it when they took it out. Yet this book is 
available on the newsstands and could be purchased by any child. 

Mr. Burton. Just what was the particular crime that these young people were 
charged with who were brought before your court? 

Judge MULHOLLAND. One case involved sexual relationship of a 14-year-old 
girl with a member of her own family. 

Another case involved a vicious assault and gang fight. The boy was accused 
of having committed a vicious assault on other children, and severely injuring 
them. 

Mrs. St. Georce. Judge Mulholland, in your personal opinion, do you believe 
that this type of literature, if it can be so called, contributes to juvenile delin- 
quency and to its increase? I am asking you that as a person of great experience 
in the field. 

Judge MULHOLLAND. I will say that it is one factor in the delinquency of these 
children. Doctor Manno, director of psychiatry at Kings County Hospital, who 
examined the boy, said that the reading of this book, The Amboy Dukes, pre- 
cipitated the delinquent act of the child. There may have been other factors 
involved, but what brought it to a head, what caused that delinquency, was the 
reading of that particular book. The child even knew what page it was on. 

My answer to your question would be “Yes.” 

Mrs. Bosone. I am surprised to see at the bottom of a front page of the 
book, “By special arrangement with Doubleday & Co.” Does that mean that 
Doubleday & Co. were the original publishers of the book and then, by special 
arrangement with this particular publishing company, Avon Publishing Co. went 
ahead and published the book for distribution on the newsstands? 

Mr. Burton. The copyright was evidently held by the author, but Doubleday 
& Co. apparently had a contract with the author for the use of it, and arrange- 
ments were made with Doubleday & Co., according to the flyleaf of the book, 
which says, “Published by special arrangement with Doubleday & Co.” So they 
had, in turn, arrangements with the author, Irving Shulman, to whom the copy- 
right had originally been issued. 


TESTIMONY OF CARADINE R. HOOTON 





Mr. Hooton, executive secretary of the Board of Temperance of the 
Methodist Church, submitted a statement to the committee, which he 
condensed as follows: 


Laying aside the preponderance of evidences which we might extend our plea 
for protection against unconscionable purveyors of this profit-motivated slush, 
let me confine our request to two arguments; namely, one, that national legisla- 
tion against the publication, transportation, and sale of this salacious literature 
is the only basis upon which practical educational procedures can be established. 

For example, the December 1952 Focus, in heavy black type, subtly suggests 
that a forthcoming publication of extremely questionable character can realize 
a wide circulation only “if enough blue-nose opposition is registered.” This 
demonstrates why preachers and educators are definitely handicapped in trying to 
implement intelligent opposition to such publications as morally undesirable. 


We need the support of rigid legislation, for which I urge you to press the new 
Congress. 
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Two, that such statutory protection will decrease juvenile delinquency, rape, 
and other types of gross illegality and immorality is manifest even to casual 
observers, as well as to counselors of youth. We cannot ignore the well-known 
principle that “whatever gets your imagination get you.” Because Americans are 
definitely suggestible, we insist that they must be protected by law from the 
assaults upon their lower appetities which often result in the denial of higher 
liberties to innocent people. 


TESTIMONY OF EDWARD L. R. ELSON 


Mr. Burton. Will you state your name and your residence. 

Mr. Evson. Rev. Dr. Edward L. R. Elson, the minister of the Presbyterian 
Church of Washington. I am accompanied by the Reverend Dr. Edward Pruden, 
of the First a Church of Washington, both of us being members of the 
Committee of the National Council of Churches of Christ in America for the 
Wiushington office, and we are here at the direction of the officers of the National 
Council of Churches of Christ in America, and at the invitation of the chairman of 
this committee. 

It needs to be understood at the beginning that the National Council of 
Churches of Christ in America has a commission which is currently making a 
survey and study of this subject on its own, the findings of which are not yet 
available. 

Pending the report of such a study, the executive secretary of the National 
Council of Churches. the Reverend Dr. Samuel McCrea Carvert, has asked that 
the following paragraphs be included in the testimony of this committee: 

“We recognize the wide circulation of publications which have a deleterious 
influence on morals to be a symptom of moral laxity among our people which 
must be of concern not only to the churches but also to public agencies of govern- 
ment and education. 

“While the churches are committed to freedom of the press, I am confident that 
they are concerned that this freedom should not be exploited in such a way as to 
undermine the moral stamina of our people. Just what the appropriate func- 
tion of government may be in this situation I think has not been clearly defined, 
and I am not certain that it can be. 

“It is quite obvious that industries which profit by circulation of these pub- 
lications should exercise more restraint und self-discipline themselves in the 
interest of public welfare. The hearings being conducted by the conxzressional 
committee are performing a service to our Nation in focusing attention upon the 
problem.” 


TESTIMONY OF PATRICK MURPHY MALIN AND HERBERT MONTE LEVY 


Mr. Malin is executive director, Mr. Levy is stuff counsel, of the 
American Civil Liberties Union. Their views as expressed orally and 
in prepared statements were, in substance, pleas against governmental 
precensorship and for fr eedom of speech and of ‘the press. 

Frequently, throughout the five days of hearings, the chairman and 
other members had found it necessary to make public announcements 
that the very idea of censorship was as repugnant to the committee as 
it was to the publishing industry ; that the only proposals that might be 
made would be directed against those few reprehensible individuals 
who for selfish gain were sy ystematic ally engaged in abusing their con- 
stitutional privilege of freedom of speech ‘and of the press, 


TESTIMONY OF WILL OURSLER 


Mr. Oursler popenred on behalf of the Mystery Writers of America, 


Inc., New York City, of which he is executive vice president. 

Mr. Oursler’s remarks, like those of the preceding witnesses, were 
mainly the expression of fears that the committee might give con- 
sideration to the enactment of “serious repressive legislation” A in other 
words, censorship. 
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The committee’s reassurance to the preceding witnesses [Mr. Malin 
and Mr. Levy] are extended to Mr. Oursler with equal force and 
sincerity. 
TESTIMONY OF ELIZABETH A. SMART 

Miss Smart appeared as a representative of the National Woman’s 
Christian Temperance Union. 


Miss SMART. I need not take up the time of the committee to any great extent. 
You already have the evidence before you in the books themselves and the testi- 
mony of domestic-relations judges and police officials. I would merely like to 
commend what you are doing and put my organization on record as favoring 
legislation to cover the gap in the law at present resulting in the exemption of 
private passenger automobiles and their owners from the penalties attached to 
the transportation of such literature in interstate commerce. Also in favor of a 
clarification in plain unmistakable terms of the word “obscene.” 

One of your publisher witnesses referred to Shakespeare as a precedent for 
the inclusion of murder and adultery in literature. I think Shakespeare’s use 
of such material might be a guide. His Lady Macbeth and Gertrude are un- 
glamorized but presented as truly abnormal persons who destroy themselves 
by breaking not only statute law but the inherent law that governs human life. 
He does not wallow in the details and techniques of the crime but on the work- 
ings of this law of retribution. 

On the head of censorship: I am a member of the National League of American 
Pen Women. I do not believe that reputable authors want to write this kind 
of material into their books and stories. I think if the committee should recom- 
mend this legislation you would be taking a step toward freeing the author from 
a very offensive type of censorship, sometimes practiced by publishers in the 
wrong direction that is not helpful to creative ability. 













WRITTEN STATEMENT OF DOUGLAS M. BLACK, PRESIDENT, THE 
AMERICAN BOOK PUBLISHERS COUNCIL, INC., 2 WEST FORTY-SIXTH 
STREET, NEW YORK 36, N. Y., SUBMITTED FOR INCLUSION OF RECORD 


The statement points out that the American Book Publishers Coun- 

cil, Inc., is a trade and professional association, the membership of 

which includes the great majority of the principal publishers of gen- 

eral books in the United States. The council at this time has 104 

members, including 9 publishers of inexpensive paper-bound reprints. 
Mr. Black said: 


The Council recognizes that some printed material is distributed on news- 
stands and elsewhere that it is in shockingly bad taste. Book publishers are 
directly and deeply concerned. Whatever brings the printed word in dispute 
presents a challenge to the publishers of all books. 


Mr. Black stated that the legal background for his point of view is 
set forth in the prepared statement submitted during the hearings by 
the Magazine Publishers Association. He added that— 


The Council's understanding of the legal aspects of obscenity coincides with 
the opinion rendered by Judge Curtis Bok in Commonwealth of Pennsylvania vy. 
Gordon et al. (66 Penna. D. & C. 101, affirmed 166 Penna. Sup. Ct. 120).” 


The statement is made that— 


The Council is opposed to any attempt to impose on independent book pub- 
lishers the standard of the lowest common denominator of what various groups 
have considered “acceptable” views or methods of expression. * * * The 
attempt to impose it, whether by law, by extralegal police action, by pressure 
from voluntary organizations, or by “self-policing” within the industry, would 
be an intolerable denial of freedom of the press, a violation of fundamental 
American tradition; and destruction of the reader’s freedom of selection. 
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Mr. Black’s statement adds: 


The Council regrets that the committee adopted the practice of representing 
books by excerpts taken out of context. 


In conclusion, Mr. Douglas M. Black in his statement made the fol- 
lowing observation : 


There is no single clear and simple solution to the problems considered by 
the hearings. 

It is clear that censorship is not a remedy and is in derogation of vital public 
interest. 

This, however, does not leave the publishers represented in the Council in an 
attitude either passive or indifferent. No responsible publisher of books could 
be unconscious of the extent to which the entire industry is affected by 
irresponsible practices. 

But the problem presented must not be dealt with in a way that would strike 
at the creative freedom of American literature or limit the fundamental rights 
guaranteed by the Constitution to writers, publishers, and readers alike. 


RESOLUTION DIRECTED TO THE ATTENTION OF THOSE RESPONSIBLE 
FOR PHOTOGRAPHIC PUBLICATIONS, SUBMITTED FOR THE RECORD 
BY J. F. FLANIGAN, EXECUTIVE VICE PRESIDENT OF AMERICAN 
PHOTOGRAPHY, 583 AVENUE OF THE AMERICAS, NEW YORK 11, N. Y. 


The following resolution was unanimously adopte :d by the board of 
directors of the National Association of P hotographic Manufac- 
turers with instructions that it be called to the attention of the pub- 
lishers and editors of photographic publications : 


Resolved, That publishers and editors of photographic publications be urged 
to take immediate steps to prepare and adopt standards of decency and good 
taste in the selection of pictorial illustration, editorial and advertising, which 
are above question. 


STATEMENT OF T. OTTO NALL, EDITOR, THE CHRISTIAN ADVOCATE, 
740 RUSH STREET, CHICAGO 11, ILL. 


Mr. Nall submitted for the record the following: 


To an editor who understands something of the intluence that a periodical 
of any sort exerts upon its readers, the work of this committee is clearly of great 
importance. It has far-reaching implications for conscientious citizenship as 
well as religious faith. 

National legislation against the publication, transportation, and sale of 
salacious literature, in all places and to readers of all ages, is urgently needed. 
The argument for freedom of the press, and liberty of the reader to be his own 
eensor, has little validity when many readers are children. Boys and girls 
have freedoms, too—the freedom to grow into maturity with minds uncontam- 
inated and standards uncompromised. 

Editors and publishers ought to accept the responsibility of protecting our 
children. If those responsible for the salacious literature are unwilling to 
accept that responsibility, restraints upon them become the duty of the public 
as presented by Government. 

I hope that the proposed legislation will pass the Congress. 


STATEMENT OF CHARLES R. BYRNE, EDITOR IN OHIEF, AVON PUBLISH- 
ING CO., INC., 575 MADISON AVENUE, NEW YORK 22, N. Y., SUBMITTED 
FOR THE RECORD 


Mr. Byrne submitted a general statement from his company in con- 
nection with Avon titles which were found objectionable by the com- 
mittee and which were entered in the record of the hearings. The 
statement includes a series of book reviews, a selected list of Avon 
titles, and a separate compilation covering The Amboy Dukes. 
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The general statements make the following conclusion : 


The 10 Avon books put into the record of the Gathings committee hearings, 
while each is individually defensible as a legitimate publishing project, repre- 
sent but a minute fraction of the total Avon output. It is manifestly unfair to 
select passages and paragraphs out of context from these titles and on the basis 
of these isolated parts to condemn the whole book. It is equally fallacious and 
illogical to disregard the total effect of the entire story on the basis of considera- 
tion only of isolated paragraphs and even parts of sentences. 


REPORT OF LEGISLATIVE COMMITTEE SUBMITTED BY COMMISSIONER 
DONALD 8S. LEONARD, CHAIRMAN, TO CONFERENCE OF INTERNA- 
TIONAL ASSOCIATION OF CHIEFS OF POLICE, MIAMI, FLA., NOVEMBER 

1, 1951 


This report was brought to the attention of this committee by Inspec- 
tor Herbert Case, Detroit Police Department, Detroit, Mich. 

The report contains the following paragraph on obscenity and 
pornography : 


OBSCENITY AND PORNOGRAPHY 


The problem of obscene and pornographic writings, drawings, and photographs 
has been developing new proportions. Denied the use of mails for the shipment 
of this licentious material, the promoters of its distribution have simply turned 
to alternative facilities. Youths are also being baited into becoming salesmen 
of this slime among their young companions. The effect has been that, their 
curiosity and excitement aroused, many have explored sex and indulged in its 
experiences with all the consequences that so often follow immoral conduct and 
promiscuity. The influence of salacious material upon vulnerable individuals is 
such that every effort should be made to impede and stop its circulation. It is 
recommended that, in addition to the mails and public carrier, one way to do this 
is to enact Federal legislation prohibiting the interstate shipment of such 
material by any means. 





WRITTEN STATEMENT OF FREEMAN LEWIS, EXECUTIVE VICE PRESI- 
DENT, POCKET BOOKS, INC., 680 FIFTH AVENUE, NEW YORK 20, 
ee 


Although representatives of Pocket Books, Inc., were available to 
appear before the committee, none was called and none appeared at 
the hearings. Therefore the statement, to which reference is made 
herein, was submitted for the record. 

The statement presents the history, organization, and reputation 
of Pocket Books, Inc., and sets forth its major lines, and a list of 
publications which are representative of the titles and authors. 

The statement points out— 


Pocket Books, Inc., was the founder of and still serves as an adviser to the 
Teen-Age Book Club which brings some 1,500,000 carefully selected paper-bound 
books to pupils in more than 8,000 junior and senior high-school classrooms. In 
addition, we do a very substantial business with schools and colleges, both direct 
and throuch wholesalers. 

Though not the publishers, we serve as distributor to the mass market for 
Little Golden Books and Little Golden Records, the best selling products of their 
kind for very young children. 


He points out: 


Their (books) worthiness and purpose obviously cannot he judged hy small 
fragments taken out of context and presented without reference to the merit 
of each book as an integrated whole. 
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Mr. Lewis concludes his statement with the following observation: 


We take our responsibilites as publishers seriously. We try to publish only 
books which we consider to be worthy of our imprint. Because we have thus 
made so very many good books available at low prices, students, teachers, 
farmers, factory workers—American citizens throughout our land are now 
better able to enjoy their heritage of fine literature. We trust the judgment 
of the American public as a whole and its duly constituted judicial system. We 
are proud of the acceptance and praise the American public has given our 
publications. 


STATEMENT OF VICTOR WEYBRIGHT, CHAIRMAN OF THE BOARD 
AND EDITOR IN CHIEF, THE NEW AMERICAN LIBRARY OF WORLD 
LITERATURE, INC., 501 MADISON AVENUE, NEW YORK 22, N. Y., 
PUBLISHERS OF SIGNET BOOKS AND MENTOR BOOKS 


Because no representative of the New American Library of World 
Literature, Inc., appeared before the committee, Mr. Weybright sub- 
mitted a comprehensive statement for the record for the purpose of 
adequately reflecting the publishing program of the corporation repre- 
sented by him. 

Mr. Weybright’s statement takes exception to the insertion in the 
committee record of the hearings, as examples of “objectionable” ma- 
terial, selected passages from 10 titles published in reprint editions 
by New American Library. 

There are attached to the statement “as an integral part thereof 
two relevant documents for the record: (1) a complete list of all the 
books ever published by the company, with the date of publication 
of our reprint and the date of publication by and name of the original 
publisher; and (2) our commentary on each of the titles which your 
counsel selected to enter into the record as evidence of alleged porno- 
graphic material.” 

The statement describes the corporate organization and how it 
has achieved its conspicuous position in the over-all publishing pic- 
ture of this decade. 

Mr. Weybright points out that all responsible reprinters with 
whom he is familiar operate their publishing enterprises by employ- 
ing basically the same methods; that is, they rely upon the established 
publishers of literature in hard-cover volume form for the works they 
reprint. He points out: 

Our books are the same books as those sold at higher prices in the bookstores 
and circulating on the library shelves, and for this reason the reprint is not a 
separate problem to be singled out for attack without regard to its relation to the 
publishing industry asa whole. If abuses exist in the content of books which the 
reprinters publish, they exist no less in the more expensive editions from which 
they are republished. 


Mr. Weybright further said: 


None of these efforts to provide leadership in the quality of the paper-hbound 
field is remotely linked to the kind of hole-in-the-wall or under-the-counter 
pornography which you are rightly trying to expose and drive from circulation. 


Mr. Weybright, in this statement, recognizes that— 


your committee * * * is not conducting this investigation with the intent 
of reforming all literature but of correcting such abuse as may have crept in. 
We will all concede that there have been abuses. * * * 
Neither I nor any reputable paper-bound publisher holds any brief for such 
abuses. Pornography is an evil which must not be tolerated. 
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The statement of Mr. Weybright includes his recommendation as to 
the solution of the problem in the following language: 


The solution, in my opinion, lies not in new repressive legislation, nor in the 
unconstitutional imposition upon the industry by a few of its own members of a 
supposedly self-regulatory code, but rather in the consistent enforcement of 
existing law, and of the development of an increased maturity of outlook on the 


part of some of our publishers, moulded and conditioned by informed public 
opinion. 


The statement criticized the committee procedure in the following 
language: 


Your committee has inserted in the record of its hearings, as examples of 
objectionable” material, selected passages from 10 titles published in reprint 
editions by New American Library. These passages—some of them only one 
line long—are quoted entirely out of context, and have been assembled in the 
record in such manner as to give them a cumulative effect entirely absent from 
the books from which they have been transplanted. 


With regard to Mr. Weybright’s statement : 


““ 


If abuses exist in the content of books which the reprinters publish, they exist 
no less in the more expensive editions from which they are republished— 
the committee wishes to point out that it is aware of this fact and, 
therefore, it does not condone such practice on the part of the original 
publisher or the reprinter. 

There is no contention that pornography does not exist in hard-cover 
books, as Mr. Weybright admits in his statement, but hard-cover books 
are limited in circulation and to a large degree to adults because of 
their price. Publishers of pocket-size books, however, have developed 
re] roduc tions of pornographic literature to such proportions that at 
25 to 35 cents a book, it comes within the price range of juveniles and 
is m: ie accessible on the stands of more than 100,000 retail dealers 
throughout the Nation. Pornographic literature is to be condemned 
whether it exists in hard-cover books or other form but it becomes a 
menace to the morals of the youth of the Nation when it can be pur- 
chased at such low prices at any newsstands by adults and anes 
alike. Not only does this literature go to all parts of this Nation in 
the systems of distribution but to foreign countries and the cry of filth 
from such countries, among them Canada, Australia, England, the 
Philippines, and others, is now being raised against such literature 
coming to their shores. Whence is it coming? From the United 
States of America 


RECOMMENDATIONS 


The recommendations of the committee fall into two general cate- 
gories: (1) Those steps which should be taken in order to control, 
more effectively, the distribution of obscene materials generally, (2) 


those steps which should be taken with respect to objectionable books, 
magazines, and comics. 


Recommendation 1 


Enactment of legislation embodying the provisions of S. 27, Eighty- 
second Congress, first session, rendering it a Federal offense to know- 
ingly transport in interstate or foreign commerce for sale or distribu- 
tion certain specified articles and matters, including books and pam- 
phlets of an ioe ene, lewd, lascivious, or filthy char: acter. 
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At present, the interstate transportation of such matter is pro- 
scribed only to the extent that it is deposited with an express company 
or other common carrier for carriage in interstate commerce. (Crim- 
inal Code sec. 1462, title 18, U. S.C.) There is no Federal law pro- 
hibiting the transportation of obscene materials in interstate com- 
merce by private carrier. Information supplied by the Department 
of Justice and local enforcement officers indicates that purveyors of 
pornographic materials are fully aware of this weakness in the law, 
and transport such materials by automobile, or on their persons, across 
State lines, realizing that in so doing they are completely immune to 
Federal prosecution. 
Recommendation 2 


Enactment of legislation authorizing (1) the Postmaster General 
to impound mail pendente lite which is addressed to a person or con- 
cern which is obtaining or attempting to obtain remittances of money 
through the mails in exchange for any obscene, lewd, lascivious, inde- 
cent, filthy, or vile article, matter, thing, device, or substance, and (2) 
exemption of the Post Office Department from the provisions of the 
Administrative Procedure Act. 

Under the law, at the present time, the Postmaster General is au- 
thorized to order returned to the sender all mail addressed to any 
person or concern obtaining or attempting to obtain remittances of 
money through the mails by means of false or fraudulent pretenses, 
representations, and promises; obtaining or attempting to obtain re- 
mittances of money through the mails in exchange for any obscene, 
lewd, lascivious, indecent, filthy, or vile article, matter, thing, device, 
or substance; is engaged in conducting through the mails any lottery, 
gift enterprise, or scheme for the distribution of money by lot, chance, 
or drawing; or in the conduct of an unlawful business is using and is 
requested to be addresed by a fictitious, false, or assumed name, title. 
oraddress. (See title 39, U.S. C., sec. 255, sec. 259, 259a, and sec. 752.) 

The duty imposed upon the Postmaster General by the provisions 
of the above-mentioned statutes requires him to take prompt action 
to stop the mails from being used to defraud the public and to debase 
its morals as well as the exploitation of lotteries and other schemes. 
Of course, the discussion which follows will be limited to that por- 
tion of the Postmaster General's responsibility which imposes upon 
him the duty to prevent the use of the mails in obtaining remittances 
of money in exchange for obscene materials. 

Two courses of action are available to the Postmaster General in 
preventing the use of mails for the dissemination of obscene materials: 

1. Section 1461 of title 18, United States Code reads, in part, as 
follows: 

Every obscene, lewd, lascivious, or filthy book, pamphlet, picture, paper, let- 
ter, writing, print, or other publication of an indecent character * * * is 
declared to be nonmailable matter and shall not be conveyed in the mails or 
delivered from any post office or by any letter carrier. * * * 

Postmasters, in preparing mail for dispatch, may inspect all mail 
which is not under first-class cover. It happens, therefore, that when 
a person in New York City mails an obscene article at the New York 
post office, it is frequently detected before it is actually forwarded to 
the addressee. If the postmaster is in doubt concerning the mail- 
ability of the article, he withdraws it from the mail and submits it 
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to the Solicitor’s Office of the Post Office Department for an opinion 
as to its mailability. 

Should the Solicitor believe that the material is in fact obscene and, 
therefore, in violation of section 1461 of title 18, United States Code, 
he advises the postmaster that he has concluded that the material is 
nonmailable. ‘The postmaster is further advised to notify the person 
who deposited the material in the mails that within a stipulated pe- 
riod of time he may appear before the Solicitor and present such views 
as he might desire in connection with the proposed ruling. If, after 
hearing the m: ler, the Solicitor is still of the opinion that the matter 
is still nonmailable, he instructs the postmaster at the point of mail- 
ing to treat the matter as nonmailable. It should be emphasized 
that this action is available only where the mailing is other than first 
class. Asa result, the great bulk of obscene or border-line materials 
are, if the mails are used at all, sent first class, thus denying the post- 
master the opportunity to preliminarily inspect the material prior to 
dispatch. 

2. “Unlawful” business orders: “Unlawful” orders may be issued 
by ‘the Postmaster General under and pursuant to section 259a of title 
39, United States Code, when he is satisfied that any person or concern 
is receiving remittances of money through the mails in exchange for 
obscene, lewd, lascivious, or indecent materials. ‘The issuance of such 
an order by the postmaster serves as an instruction to the postmaster 
to return to senders any mail addressed to the charged person or con- 
cern marked “unlawful.” It also prohibits the negotiation of any 
money order made to the order of the person or concern conducting 
the unlawful business. It should be emphasized that this order affects 
only the incoming mail addressed to the person or concern conducting 
the unlawful business, whereas, the postmaster’s action with respect 
to the mailability of the item itself applies to the obscene article itself 
and not to the incoming mail with respect to the obscene material. 
It should also be noted that the “unlawful” order does not forbid 
the person or concern conducting the unlawful business from posting 
outgoing mail which, of course, could include more obscene materials. 
The fundamental purpose of the “unlawful” order is the cutting off 
of the fruits of the crime. 

In either instance, the person or concern affected by the issuance 
of an “unlawful” order or by the Solicitor’s ruling with respect to 
the mailability of a particular item may, of course, seek relief in the 
district courts of the United States. 

The situation with respect to these actions which prevailed in the 
Post Office Department prior to the decisions of the Supreme Court 
in Wong Yang Sung v. McGrath (339 U.S. 33, 94 L. Ed. 616) ; Rias 
& Co. v. United States (341 U.S. 907, 95 L. Ed. 1345); and, Cates 
d.b. a. Glory Bee Products Co. v. Haderlein (342 U.S. 804, 96 L. E.), 
was such that these actions could be taken expeditiously. However, 
these decisions resulted in the requirement that the Post Office Depart- 
ment comply with the provisions of the Administrative Theis ap 
Act (title 5, U.S. C., sec. 1001). The effect of this requirement W w 
that it gave the person or concern using the mails for the dissemina- 
tion of obscene materials an opportunity to profit by delaying actions 
pending the necessary procedural steps before an “unlawful” order 
could be issued, due to the additional procedural steps required by 
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the Administrative Procedure Act and, consequently, the additional 
time required therefor. 

It has been shown that many enterprises involving the sale of 
obscene materials are so pl: inned and operated that they inflict swift 
and irreparable injury to the public in such a comparatively shert 
time that they would be practically immune to any effective inter- 
ference by the issuance of an “unlawful” order. This circumstance 
arises from the fact that the procedural delays would enable the pro- 
moters of such schemes to consummate them even while proceedings 
were being held to determine whether an “unlawful” order should 
be issued. In this connection, it should be noted that it often hap- 
pens that, as soon as a formal complaint is served upon an enterprise 
involving the sale of obscene materials, the operators, realizing that 
their acts are practically indefensible, issue and distribute vast num- 
bers of circulars or advertising in clean-up campaigns designed to 
obtain the greatest amount of income from the public during the 
pendency of the proceeding and prior to the time when the Postmaster 
General's order can become effective. In one recent case, a person 
charged with selling obscene pictures advertised to his customers 
that the Post Office Department was accusing him of selling indecent 
materials. He actually employed the terminology of the statute— 
namely, “lewd, lascivious, indecent, and obscene”—as descriptive 
advertising adjectives, and coupled this with an urgent appeal for 
orders prior to the date when he calculated that he could no longer 
do business through the mails. 

By the en: ictment of legislation authorizing the Postmaster Gen- 
eral to impound mail addressed to a concern which he has reason 
to believe is disseminating obscene materials, and against whom he 
has filed a complaint for the purpose of obtaining the issuance of an 

“unlawful” order, pending the outcome of the proceeding and the 
exemption of the Post Oflice Department from the requirements of 
the Administrative Procedure Act, this type of operation would be 
substantially curtailed. 

H. R. 5850 (82d Cong. 2d sess.) was designed to remedy this situ- 
ation with respect to concerns or persons obt: aining or attempting to 
obtain remittances through the mails by means of false or fraudulent 
pretenses, conducting a lottery through the mails, or conducting an 
unlawful business by a fictitious name, as well as the person or con- 
cern obtaining or attempting to obtain remittances through the mails 
in exchange for obscene materials. This bill was passed by the 
House but was never passed by the Senate. 

Fortunately, there has been no clear decision by the courts that the 
determination by the Solicitor of the Post Office Department with 

respect to the “mailability” of a particular material must be reached 
only after the requirements of the Administrative Procedure Act 
have been observed. Should such a requirement be imposed on the 
Post Office Department, an almost insurmountable barrier would be 
placed in the way of the effective policing of the mails insofar as ob- 
scene materials are concerned. For example, in the fiscal year 1952, 
1,700 rulings were made by the Solicitor with respect to chicas 
materials. The impracticability of holding 1,700 hearings on matters 
of this kind in accordance with the detailed procedural requirements 
of the Administrative Procedure Act is apparent. 
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Recommendation 3 

_ That the publishing industry recognize the growing public oppo- 
sition to that proportion of its oe which may be classified as 
“border line” or “objectionable,” and take the steps necessary to its 
elimination on its own initiative, rather than to allow this opposition 


to increase to the point where the public will demand governmental 
action. 


Approved by— 


FE. C. Garuinas, Chairman. 
Reva Beck Bosone. 
Epwarp Regs. 

Louis E. Granam. 
KATHARINE Str. GEORGE. 
Carrot, D. Kearns. 





MINORITY REPORT 


In the writing of this minority report, let it be made clear at the 
very outset that we agree completely with the committee’s justifiable 
condemnation of the printing and dissemination of obscene and porno- 
graphic materials whose only purpose is to cater solely to the lust and 
wantonness of its readers. Whether the Post Office Department should 
be exempted from the provisions of the Administrative Procedure Act 
and whether the Postmaster General should be permitted to impound 
mail are questions of a more serious nature. The Administrative Pro- 
cedure Act was designed to assure all persons aggrieved by adminis- 
trative rulings a fair and comprehensive hearing; the power to 
impound the mails, may be fraught with objections not immediately 
apparent. We therefore feel that these are questions to which com- 
mittees of Congress with the proper jurisdiction should address them- 
selves through specific hearings confined to these limited proposals. 
We take vigorous exception however to the general approach to the 
complex nature of the subject under investigation adopted by the 
committee. 

There is a distinction between what may broadly be classified as 
obscene and what falls within the realm of free thought and creative 
expression, which is perhaps the most basic and fundamental principle 
in the free way of life. It is this dictinction that the committee, in its 
report and in its proceedings, has clearly failed to recognize. 

While the committee concludes that “censorship definitely is not a 
practicable or adequate answer to problems in the field of obscenity,” 
in its proceedings and report it has nevertheless sat as a high con- 
gressional tribunal which has arbitrarily labeled as “obscene” a 

rast array of books, magazines, and other Age agen The com- 
mittee, in so doing, has blundered not only into the area of literary 
criticism but also into an area which the Supreme ae of the United 
States has declared to have a preferred position in our entire scheme 
of constitutional government.’ 

We are not unmindful of the fact that even the 1 ight of free speech 
is not absoluts and that the distribution of obscene and lascivious ma- 
terial may be lawfully controlled? As Justice Murphy, speaking for 
the Court in the case of Chaplinsky v. New Hampshire, clearly indi- 

cated.— 

There are certain well-defined and narrowly limited classes of speech, the 
prevention and punishment of which have never been thought to raise any Con- 


stitutional problem. These include the lewd and obscene, the profane, the 
libelous, and the insulting or “fighting” words * * *° 


1Thomas v. Collins, 323 U. S. ee 530 (1945): Marsh v. Alabama, 326 U. S 
(1946) : Saia v. New York, 334 U. S. 558. 562 (1948) 

2FAae Parte Jackson, 96 U. S. 737 (1877); Chaplinsky v. New Hampshire, 315 U. § 
568 (1942). 

3315 U. S. 568, 571-572 (1942). 
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The Committee, however, has seen fit not only to criticize the con- 
tent by which obscenity may be judged, but has also directed unfavor- 
able comment toward ideas themselves contained in cited publications. 
This comes dangerously close to book burning. For example, The 
Haters, by Theodore Strauss, a Bantam book, was entered into the 
record with the objection that “Author obviously trying to cash in on 
the Scottsboro pro-Negro agitation which was Communist-inspired.”* 
Cage of Darkness, by Rene Masson, was criticized by counsel because, 
among other things, the “Author does not seem to like the ‘upper 
classes’ or law-enforcement officers.” ® Another book, The Harem, by 
Louis Royer, is condemned by the committee because the author per- 
sonally advocates polygamy. 

While we may disagree with the ideas expressed in these and other 
publications cited by ‘the committee, it is evident that the committee 
takes no cognizance of the fact that these are, after all, matters of free 
speech and “free expression with which it is dealing. Perhaps this is 
becsuse the subject of obscenity, with which it is legitimately con- 
cerned, has no clear and precise definition. 'The committee acknow]l- 
edges this difficulty when it confesses that “it has always been im- 
possible to draw an objective test as to what is, and what is not, 
obscene.” 

The committee, had it chosen, might have profited by existing legal 
authority attempting to separate the realm of obscenity from what 
amounts to legitimate written expression. In United States v. One 
Book Entitled “Ulysse s.°® the Cireuit Court of Appeals for the 
Second Circuit ruled that obscenity could not be adjudged simply 
because of the fact that isolated passages of a literary work, when 
removed from context, would prove offensive. “That numerous long 
paaeagee in Ulysses contain matter that is obscene under any fair 
definition of the word cannot be gainsaid,” the court admitted after 
a perusal of the book Ulysses. But in the entire context of the book 
the so-called objectionable passages were considered “relevant to the 
purpose of depicting the thoughts of the characters and are intro- 
duced to give meaning to the whole, rather than to promote lust or 
portray filth for its own sake.”? In holding that Ulysses was not 
subject to forfeiture as an “obscene book” within the meaning of 
section 305 (a) of the Tariff Act of 1930, the court rejected com- 
pletely the idea that isolated quotations excerpted from the text of 


a publication could form the basis for a finding that the entire work 
was obscene, stating: 


It is unnecessary to add illustrations to show that, in the administration of 
statutes aimed at the suppression of immoral books, standard works of litera- 
ture have not been barred merely because they contained some obscene pasSages, 
and that confiscation for such a reason would destroy much that is precious in 
order to benefit a few.® 

In Halsey v. New York Society for the Suppression of Vice,® the 
Court of Appeals of New York pointed out that many passages of 
the book Mademoiselle de Maupin, when “taken by themselves,” 
were “undoubtedly vulgar and indecent.” But the court concluded 
that this alone was insufficient to condemn the book. 


.T ranscript, December 5, 1952, p. 955. 


3 F. 24 705 (1934) 
a at p. 707. 
’ 


234 N. ¥. 1 (1922). 
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No work may be judged from a selection of such paragraphs alone 
it declared. 

Printed by themselves they might, as a matter of law, come within thie prc hibi- 
tion of the statute. So might a similar selection from Aristophanes or Chaucer 
or Boccaccio, or even from the Bible. The book, however, must be considered 
broadly, as a whole. [Italies added. ] 

The recent decision of Judge Bok in the case of Commonwealth 
v. Gordon™ reviews all the decisions on the subject carefully and 
once more reaffirms the rule that— 
The modern test of obscenity * * * furnishes a means of determining 
whether a book, taken as a whole, is sexually impure * * *. [Italics added.] 

The committee, however, in conducting its proceedings and in 

reaching the conclusions contained in its report, has for some reason 
chosen not to follow the procedures set forth in the afore-mentioned 
cases. The decision of Judge Bok in Commonwealth v. Gordon is 
subtly attributed in the report to his family’s connection with the 
Curtis Publishing Co. This is a gratuitous and unjust reflection 
upon the distinguished jurist. And insofar as the Ulysses case is 
concerned, the committee avers that it cannot abide by the rule 
because— 
It is quite impossible to reach a decision on obscenity without considering the 
questioned parts as such and as related to the text as an entirety; and in so 
doing, the questioned parts must be taken out of contert to evaluate them, and 
that the committee has done. [Italics added.] 

Such reasoning is rather bizarre. 

It is clear that the committee in conducting its inquiries has made 
no effort to comply with the salutary rule in ‘the U lysses case but in- 
stead has compiled a record replete with literary criticism and the ad- 
vocacy of its own arbitrary literary standards. By far the preponder- 
ant proportion of evidence adduced by the committee consists of volu- 
minous excerpts from books which prove nothing more than that many 
of our publications, as would be expected, contain “swear words,” lan- 
guage of the street, and other profanities, that numerous episodes de- 
scribed in current publications deal with sex and sexual relations, and 
that many of our authors today write intimately about the so-called 
facts of life. As for determining to what extent obscenity and pornog- 
‘aphy exist, there are few, if any, publications either in the hearings of 
the committee or in the report itself that were subjected to the careful 
scrutiny required by the decision in the Ulysses case. The general 
approach of the committee is candidly reflected in the statement of one 
of its members, when asked by a witness whether the book under ques- 
tion had been read, that— 

I have looked at the inserts that we have been given. I do not care to read 
any more; that is quite enough.” 

This method of examination adopted by the committee could not 
help but lead it from its appointed path. Instead of essaying the ex- 
tent to which pornographic literature exists and means of its control, 
the committee has embarked upon an ambitious expedition to deter- 
mine the intrinsic and extrinsic merits of contemporary literature. 
Thus the committee, on the basis of excerpts from publications placed 


066 D. & C. 101 (1949), affd. 166 Pa. Superior Ct. 120. 
41 Transcript, December 4, 1952, p. 634. 
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in its record, has compiled a long “blacklist” of organs of expression 
which it has broadly characterized as “obscene.” 

One book under special criticism by the committee is God’s Little 
Acre, by Erskine Caldwell. Yet in reviewing this book on February 
18, 1933, shortly after it was first published, the Saturday Review of 
Literature, one of the country’s foremost journals of literary criticism, 
commented as follows: 

A novel that will lift the noses of the sensitive, Erskine Caldwell’s ‘“God’s Little 
Acre,” is nevertheless a beautifully integrated story of the barren Southern farm 
and the shut Southern mill, and one of the finest studies of the Southern poor 
white which has ever come into our literature. 

This novel, which in the 20 years since its original publication has 
sold more than 6 million copies, has appeared in the United States in 
editions published by Viking Press, Modern Library, Grosset & Dun- 
lap, and the World Publishing Co., and has been translated and re- 
printed in 14 foreign languages. 

In the committee’s record as one of the exhibits from which it ap- 
parently draws the conclusions contained in its report is Young Loni- 
gan, by James T. Farrel. This book, the first of Farrel’s Studs Loni- 
gan trilogy, is now one of the standards of modern literature. At the 
time of its publication, the New York Herald Tribune book section 
said of it: 

In the sense that it belongs to the first rank of the literature of its kind, this 

realistic novel of boyhood in Chicago streets is a classic. It is a profound study 
of a certain kind of American adolescence and of a background that is repre- 
sentative of hundreds of breeding places of youth in American cities. But it is, 
first of all, a serious novel, a living work of realistic creative fiction. * * * 
The novel is not for those looking for pornography. 
The edition of Young Lonigan cited by the Committee is, according 
to the publishers, either required or recommended reading in at least 
82 colleges and universities throughout the country, and has been pub- 
lished in a number of foreign languages, including French, Spanish, 
Italian, German, Swedish, and Danish. 

The Wayward Bus by John Steinbeck is referred to in the com- 
mittee’s report as substantiating its conclusions as to the widespread 
existence of books of an obscene nature. Yet in The Wayward Bus 
Steinbeck, unquestionably one of America’s greater modern authors, 
wrote a book of which the New York Times Book Review stated 
on its front page: 

Both because of the richness of its texture and the solidity of its structure, this 

new novel, unlike many parables, makes good reading. And it might even be 
good for one’s soul. 
Reviewing this same book, Emerson Price in the Cleveland Press said 
that it was “One of the few novels published this year that may be 
read not only for sheer pleasure, but with complete intellectual satis- 
faction * * *,” while the New York Post review declared it “A 
stunning modern story in the great tradition of Chaucer’s ‘Canterbury 
Tales’.” The Wayward Bus was second on the New York Times best 
seller list from March 16 to April 27, 1947, and was honored as the 
Book of the Month Club selection for March of that year. 

Pursuing the approach of the committee one could only be led to the 
inevitable conclusion that books like Confessions of an Opium Eater 
by De Quincey, Remembrance of Things Past by Marcel Proust, Nana, 
by Zola, Andre Gide’s Journals, Death in Venice by Thomas Mann, 
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and the plays of Congreve and Wycherley are obscene matter, cor- 
rupting and dedicated to the unleashing of the passions of men. 

We have no desire to quarrel with the committee’s literary opinions. 
We do, however, state that it is not the province of any congressional 
committee to determine what is good, ben. or indifferent literature. 
This carries with it echoes of thought control. As the Supreme Court 
uptly observed in the case of Hannegan v. E'squire, Inc.— 

* * * a requirement that literature or art conform to some norm prescribed 
by an official smacks of an ideology foreign to our system.” 

On the basis of its record filled with out-of-context quotations and 
excerpts, the committee has made a sweeping indictment of current- 
day literature. It has especially singled out the publishers of small, 
pocket-sized editions for its principal criticism, leveling the charge 
that “most of the publishers engaged in this sordid competition oper- 
ate in the field of cheap prints selling from 10 to 75 cents.” Its con- 
demnation of these companies is based upon the committee’s belief 
that “there is nothing more convincing than evidence in the committee 
files in the form of quotations from pocket size and other books under 
scrutiny.” 

We believe it highly arbitrary and unfair for the committee to make 
such accusations at the pocket book publishing trade with no more 
evidence than the excerpts contained in its record. There is no foun- 
dation whatsoever in its proceedings for the committee’s conclusion 
that: 


The so-called pocket-size books which originally started out as cheap reprints 
of standard works, have largely degenerated into media for the dissemination 
of artful appeals to sensuality, immorality, filth, perversion, and degeneracy. 
The exaltation of passion above principle and the identification of lust with love 
are so prevalent that the casual reader of such “literature’ might easily con- 
clude that all married persons are habitually adulterous and all teen-agers com- 
pletely devoid of any sex inhibitions. 

More than 53 percent of the sales of pocket books, according to the 
committee’s report, comes from sales in such categories as mysteries, 
westerns, nonfiction, and miscellaneous publications, books in which, 
with few exceptions, the committee has found no serious faults. There 
is no indication as to whether sales of material which the committee 
finds objectionable is increasing, or decreasing, in comparison with 
sales of books to which it would freely grant its approbation. The 
committee also attributes no significance to the fact that these pocket 
books are in the main reprints of books which have appeared elsewhere 
at a sage time and have obtained a general acceptance which would 
justify a reprinting in the cheaper editions. The committee has right- 
fully observed that the covers of many of these volumes are extreme 
and in bad taste. We agree with that observation. There is no doubt 
that in many instances the covers do not reflect the content of the book 
and are designed to promote sales by catering to the sensational. The 
book, however, must not be confused with the cover. 

The publishers of pocket-sized books are certainly deserving of 
better treatment than wholesale condemnation. They have done much 
to bring within the reach of the entire population classics and great 
works of literature which were formerly available only to those who 
could afford to purchase higher priced editions. The books on the 


4327 U. S. 146, 158 (1946). 
26933—53——10 
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committee’s dossier comprise only a fraction of the total sales of these 
publishers. By way of illustration of the contribution of pocket-book 
editions to the literary development of the country, below is a table of 
some of the important titles which have been made available at low 
prices to the public at large by publishers of pocket-sized volumes. 


DELL PUBLISHING CO. 


Author Title Publication date Coples 

i sold 
Hervey Allen weg ny Adverse 600. 000 
Schick & I yn Care on Child i f 175, 000 
Kay . EFisenhe er Was My Boss 350, 000 
Lioyd C. Douglas i In sation To Live 200, 000 
Louisa M. Alcott L itth Women 200, 000 
Sterling North So Dear to My Heart 200, 000 


PERMABOOKS 














Richard Charlton Mackenzie. .-- Bes t Loved Poems : December 1951- 325, 000 
Dwight D. Eisenhower. -2 Crusade in Eur ope -s6 April 1952 490, 000 
Victor H.I iahr... Eat and Reduet February 1952 375, 000 
Fulton Oursler hee : Gre atest Story Ever Told (Life of | October 1951__. 1, 500, 000 
cS rist } 
Fulton Oursler_. ae | Mod, iern Pa rables September 1952____} 375, 000 
Compiled by Fr ink E. Newman__| Perma Crossword Puzzle Dictionary Se ptem iber 1951. 275, 000 
Edited by Clarence L. Barnhart Thorndike-Barnhart Handy Pocket | August 1951__- 550, 000 
i Di tionary. | 
Father James Keller._...........- Three M inutes a Day | February 1951. 20, 000 
Anas BAGGY 6c oc neccckcccccn To Hell and Back (Marine Corps)...-} April 1951_..___- 400, 000 
- _ ———— ——_—__— ——$$—$___-_ —— ———— ! —_—_—___—_ — 
AVON PUBLISHING CO, 
ee a Atomic Energy in the Coming Fra__. November 1945... 60. 000 
Int: Alan P. Robbtns_-........-.-. Best Loved Gilbert and Sullivan . March 1950 ae 150, 000 
Operas 
Pe eee Vo. | ree November 1950____} 60, 000 
Elizabeth B. Browning........-- Sonnets From the Portuguese.........| March 1950_......-} 100, 000 
Bret Harte Rela ate oe Outcasts of Poker Flat_............... June 1952 es | 200, 000 
W. Somerset Maugham..-......--- INI Sica indo eps gheten tection er eatagaivl July 1949._..._..._| 100,000 
lee a oe : rr ee MISTS | March 1951____- 100, 000 
Mme. Pearl V. Metzelthin .-.-| Avon In re Cook Book......-.- | October 1950..._..| 200.000 
0s 0, CAUTION « - ovine enecscenss | Baby and Child Care__. January 1951__._- 109, 000 
Herman Pomeranz, M. D-..-.-.-..-- C 2 itrol High Blood Pressure and Live | M “2. =e | 150, 000 
| songer. 
Edited by C. Kinnaird... .- ae a League Baseball Oe ee April 1051.......- 200, 000 
E dt nund Stevens. __...-- , his Is Russia—Uncensored___.___- October 1951__.__- 100, 000 
Edited by Ernest Hem ingway ia Mea es January 1952_.._- 200, 000 
Cardinal Spellman ....-..-.-...- RECN A NUE TINY nese ceceerecsencsces July 1945......... 50, 000 
BI cea becticinotedetein one itenh The Road to V ictory. elicited .-----| March 1044. ..-- 50, 000 
POPULAR LIBRARY, INC. 
Rafael Sabatini - The Sea Hawk his due ~e ; a } 197,000 
Phyllis Bottome 5 The Mortal Storm ; 5 | 202, 000 
Earl Derr Biggers.................; Seven Keys to Baldpate Fae be teke ib bikbegeensks | 262,000 
G.K.C The Secret of Father Brown Se ae 152, 000 
Dale Carnegie ...---.---.-----| Little Known Facts About Well ; meer 264, 000 
Known People 
8. J. Perelman passin --| Acres and Pains __. iim aaaake hein: Crier a 204, 000 
Anna Wolf bmaimetce ie _.| The Parent’s Manual..______---__- <cstidened. 4: Se 
Kyle Crichton side ----| The Marx Brothers Sa lg sd dal ene aie ----| 204,000 
Quentin eee is.............-..| Courtroom she CRIT EE : | 300, 000 


Deen Hallid _..---.-----| Gardening Made Easy ...-.. ss woe } 208, 000 
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POCKET BOOKS 














Author | Title Publication date — 
H. W. Van Loon.. ielieieal The Story of Mankind September 1939 397, 000 
C, Collodi lan | Pinocchio 5 se do 116, 900 
J. Wyss 7 _..-----------| Swiss Family Robinson October 1939 88, 000 
R,. L. Stevenson : cae Treasure Island November 1939 154, 000 
J. Swift sesaiochindibiacakd ‘ Gulliver's Travels-_- ; - December 1939 71, 000 
J. Spyri Heidi August 194 30, 000 
a ap ae ..| Little Men * ‘ September 1940 28, («M) 
| The New Testament March 1944 201), 0100 
A. Hinds_........................| The Complete Sayings of Jesus July 1945 45, 000 
| Best Loved Poems of James W. Riley. April 1946 51, 000 
George Eliot a ae | Silas Marner : Li r 1948 189, 900 
Rudyard Kipling Kim September 1949 190. 000 
Henry Simon and Abraham | Pocket Book of Great Operas November 1949_-. 259, 000 
Veinus (editors). 
Dialogues of Plato April 1951 209, 000 
Four Tragedies of William Shake- , June 1939 1, 583, 000 
speare. 
NEW AMERICAN LIBRARY 
SIGNET BooKs 
William Faulkner...........--- Soldiers’ Pay ___. : November 1951__- 488, 140 
New American Webster Dictionary- January 1951 RSS. 787 
Willard Motley.....---.- Knock on Any Door (50 cents Semtember 1950- 878. 030 
Irwin Shaw hekcaaws | The Young Lions (50 cents) __- 50... 883, 733 
Tennessee Williams “ zi Street Car Named Desire (play September 1951 457, 960 
Thomas Wolfe.__....--- | Short Stories_...-- See eee September 1947 342, 680 
MENTOR BOOKS 
Ruth Benedict_-. | Patterns of Culture. -_--- January 194 455, 817 
Committee on College Reading. Good Reading--.-.-- October 1947..._--] 17, 620 
Dunn & Dobzhansky... | Heredity, Race and Society- yvember 1946 225, 970 
Richard D. Heffner__- g Documentary History of the United | October 1952... 131,415 
States. 
George F. Kennan | American Diplomacy: 1900-1950__- December 1952 } 132,290 
W. Somerset Maugham | The Summing Up_.--- October 1946_. 232. 790 
New American Library Editors_..| First and Second Mentor Selections of | Apriland Novem- | 261, 990 
} New World Writing. ber 1952 | 
Bernard Pares_.._.....--- ‘ Russia Sy nn aera January 1943_- | 317.654 
Roger Tory Peterson... How To Know the Birds ---------| January 1949......| 152,075 
ee es IR is a orn ats Homer's liad. waecccace| samuary 1050......] 102,125 
Do Jia iees Homer’s Odyssey - ---- ees November 1946_- 389, 565 
R. H.:Tawney...<=...<- . ; Religion and the Rise of Capitalism ..| November 1947 a 161, 980 


What we have heretofore stated does not mean that we are oblivious 
to the existence of the problem of obscene and pornographic materials 
being disseminated to the public. But, as the committee notes, “Con- 
gress has already given considerable attention to the elimination of 
this evil, and has passed some stringent laws.” * Laws governing the 
distribution of aan literature presently exist in every State of 





8 These federal statutes are as follows: 
TITLE 18, U. 8S. CODE 


CHAPTER 71—OBSCENITY 


§ 1461. Mailing obscene or crime-inciting matter 


Every obscene, lewd, lascivious, or filthy book, pamphlet, picture, paper, letter, writing, 
print, or other publication of an indecent character ; and— 

Every article or thing designed, adapted, or intended for preventing conception or 
producing abortion, or for any indecent or immoral use ; and 

Every article, instrument, substance, drug, medicine, or thing which is advertised or 
deseribed in a manner calculated to lead another to use or apply it for preventing concep- 
tion or producing abortion, or for any indecent or immoral purpose; and 

Every written or printed card, letter, circular, book, pamphlet, advertisement, or notice 
of any kind giving information. directly or indirectly, where, or how, or from whom, or 
by what means any of such mentioned matters, articles, or things may be obtained ec 
made, or where or by whom any act or oneration of any kind for the procuring or producing 








128 PORNOGRAPHIC MATERIALS 


the Union except New Mexico, and, according to the committee “in 
practically every community of importance in the United States.” 
The committee finds, and we agree, that lack of legislation “is not 


nearly as responsible for existing conditions as failure to enforce the 
laws now onthe books * * *” 


In closing, we are reminded of the statement made by Thomas Jef- 
ferson cited by the Supreme Court in Bridges v. California “* in which 
he commented upon contemporary corruption of the press as follows: 


I deplore * * * the putrid state into which our newspapers have passed, 
and the malignity, the vulgarity, and mendacious spirit of those who write them 
* * * These ordures are rapidly depraving the public taste. 

It is however an evil for which there is no remedy, our liberty depends on the 
freedom of the press, and that cannot be limited without being lost. 


EMANUEL CELLER. 
Francis E. WaAtTer. 


of abortion will be done or performed, or how or by what means conception may be pre- 
vented or abortion produced, whether sealed or unsealed ; and 

Every letter, packet, or package, or other mail matter containing any filthy, vile, or 
indecent thing, device, or substance; and 

Every paper, writing, advertisement, or representation that any article, instrument, 
substance, drig, medicine, or thing may, or can, be used or applied for preventing con- 
ception or producing abortion, or for any indecent or immoral purpose; and 

Every description calculated to induce or incite a person to so use or apply any such 
article, instrument, substance, drug, medicine, or thing— 

Is declared to be nonmailable matter and shall not be conveyed in the mails or delivered 
from any post office or by any letter carrier. 

Whoever knowingly deposits for mailing or delivery, anything declared by this section 
to be nonmailable, or knowingly takes the same from the mails for the purpose of circulat- 
ing or disposing thereof, or of aiding in the circulation or disposition thereof, shall be 
fined not more than $5,000 or imprisoned not more than five years, or bth. 

The term “indecent”, as used in this section, includes matter of a character tending to 
incite arson, murder, or assassination. June 25, 1948, c. 645, 62 Stat. 768. 


HISTORICAL AND REVISION NOTES 


Reviser's Note.—Based on Title 18, U. S. C., 1940 ed., § 334 (Mar. 4, 1909, ¢c. 321, 
§ 211, 35 Stat. 1429 (derived from R. S. § 3893; July 12, 1876, ch. 186, § 1, 19 Stat. 90, 
Sept. 26. 1888, ch. 1039, § 2, 25 Stat. 496; May 27, 1908, ch. 206, 35 Stat. 416) ; Mar. 4, 
1911, c. 241, § 2, 36 Stat. 1339). 


§ 1462. Importation or transportation of obscene matters 


Whoever brings into the United States, or any place subject to the jurisdiction thereof, 
or knowingly deposits with any express company or other common carrier, for carriage in 
interstate or foreign commerce— 

(a) any obscene, lewd, lascivious, or filthy book. pamphlet. picture, motion-picture film, 
paper, letter, writing, print, or other matter of indecent character; or 

(b) any obscene, lewd, lascivious, or filthy phonograph recording electrical transcrip- 
tion, or other article or thing capable of producing sound: or 

(c) any drug, medicine, article, or thing designed, adapted, or intended for preventing 
conception, or producing abortion, or for any indecent or immoral use; or any written or 
printed card, letter, circular, book, pamphlet, advertisement, or notice of any kind giving 
information, directly or indirectly, where, how, or of whom, or by what means any of such 
mentioned articles, matters, or things may be obtained or made; or 

Whoever knowingly takes from such express company or other common carrier any 
matter or thing the depositing of which for carriage is herein made unlawful— 

Shall be fined not more than $5,000 or imprisoned not more than five vears, or both. 
June 25, 1948, c. 645, 62 Stat. 768, amended May 27, 1950, c. 214, § 1, 64 Stat. 194. 


HISTORICAL AND REVISION NOTES 


Reviser’s Note.—-Based on Title 18, U. S. C., 1940 ed., § 396 (Mar. 4, 1909. ¢. 321, § 245, 
35 Stat. 1138 (derived from Feb. 8, 1897, ch. 172, 29 Stat. 512; Feb. 8, 1905, ch. 550, 
33 Stat. 705) ; June 5, 1920, ch. 268, 41 Stat. 1060). 


§ 1468. Mailing indecent matter on wrappers or envelopes 


All matter otherwise mailable by law, upon the envelope or outside cover or wrapper of 
which, and all postal cards upon which, any delineations, epithets, terms or language of 
an indecent, lewd, lascivious, or obscene character are written or printed or otherwise 
impressed or apparent, are nonmailable matter, and shall not be conveyed in the mails 
nor delivered from any post office nor by any letter carrier, and shall be withdrawn from 
the mails under such regulations as the Postmaster General shall prescribe. 

Whoever knowingly deposits for mailing or delivery, anything declared by this section 
to be nonmailable matter, or knowingly takes the same from the mails for the purpose of 
circulating or ~~ of or aiding in the circulation or disposition of the same, shall be 


fined not more than $5,000 or imprisoned not more than five years, or both. June 26, 
1948, c. 645, 62 Stat. 769. 


HISTORICAL AND REVISION NOTES 


Reviser’s Note.—Based on Title 18, U. 8. C., 1940 ed., § 335 (Mar. 4, 1909, c. 8321, § 212, 


35 Stat. 1129 (Derived from June 18, 1888, ch. 394, § 2, 25 Stat. 187; Sept. 26, 1888, 
ec. 1039, § 1, 25 Stat. 496). 


4314 U. 8. 252, 270 (1941). 








STATEMENT OF HONORABLE GEORGE P. 
MILLER 


I do not wish to go on record as approving the suggested report 
of the committee as submitted to me in galley-proof form. I am 
forthrightly opposed to the publication and dissemination of filthy, 
obscene, and immoral books and other media; but before subscribing 
to the proposed report, I want time to study and analyze it. I have 
been out of the United States on official business, returning to it on 
December 22. The proposed report did not come to hand until 
Saturday, December 27, at 1:30 in the afternoon. My office was in- 
formed that any views I might have on it must be submitted by 
Monday morning, December 29, at 9 o’clock. The report consists of 
51 pages of galley proof, each equivalent to 21% pages of this report. 
I cannot read and digest the important subject matter in the time 
allotted me. I therefore have no other recourse than to withhold my 
approval of the report. 

Grorce P. Miner, 
Member of Congress, Sixth District of California. 


Oak.anp, Cautr., December 28, 1952. 
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APPENDIX 





“THis LITERATURE WE DISTRIBUTE” 
By Mr. Samuel Black * 


The scene is any town in the Atlantic Coast District. Parents and teachers, 
noticing the display racks of sex-exciting books and obscenely provocative maga- 
zines on sale at newsstands and in drug stores, have begun to talk about it. 
Suddenly, the subject becomes an explosive one for meetings of parent-teacher 
groups. Seriously and resolutely committees are appointed. The local clergy 
is appealed to, and calls are paid to Dealers and Distributors regarding the 
objectionable, so-called salacious literature that these men are accused of placing 
within the reach of any child or teen-ager with the money to pay for it. 

In the general excitement and hubbub, complaints are made to the police, who 
confiscate hundreds of magazines and pocket-sized books, and finally arrest a 
Distributor. When the case comes up for trial, the judge decides to make an 
example of the Distributor. He is fined a couple of hundred dollars, and given 
a suspended sentence of six months or longer. 

Although the Publishers involved pay the fine, the Distributor bears the dis- 
grace. He may be a respected member of any number of civic organizations. 
He may perform his full share of voluntary civic work through association with 
selective service boards, and on the board of directors of the local hospital or 
various charities. 

Nevertheless, his friends, meeting him on the street, will likely ask him why 
they ever let him out of jail; and, if he has young children of his own in school, 
they will suffer endless taunts from their schoolmates who, of course, have read 
all of the unpleasant publicity about the case in the newspapers. 

He may have been refused jury duty, as a result of the publicity, and he may 
even have been refused the adoption of a child, as having and living in an 
environment unfit for the upbringing of a minor. 

Now, this may never have happened to you, but the chances are you know 
somebody to whom it has happened, for it is far from being a rare or an unknown 
occurrence in our business. 

That is why I have chosen to talk to you about this literature that we dis- 
tribute. It represents a very real and vital problem, and it seems to me that it 
is high time for an objective consideration of what we, as an organization of 
reputable businessmen, can contribute to its immediate solution. 

Unfortunately, so much controversy has raged about the pocket-sized novels, 
the comic books, and magazines of this suggestive and undesirable type that it 
is hard to separate the facts from the feelings that now are so inflamed. The at- 
tacks that have been made upon Newsdealers and Distributors have aroused 
the deepest anxieties of parents and civie leaders. 

The critics spend their time and energy in pointing out the horrible examples. 
They do not reassure the parents and the community by admitting that not all 
books and magazines are bad, or by pointing out that it is the exceptional, and 
not the average child or adolescent who, for whatever cause, lapses into 
delinquency. 

It is indeed a dreadful thing that sordid and sensationally vulgar books and 
magazines in any form, or by any pame, should be displayed and sold to children. 

jut it should be possible to correct this evil without depriving millions of 
children and young people of the generally harmless pleasure of reading novels, 
comic books, and magazines, and without having recourse to the dangerous 
remedy of legal censorship. 


1Vice president, Atlantic Coast Independent Distributors Association. 
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I should like, at this point, to say a word or two concerning the scare headlines 
that are so generally employed by the press whenever a “Clean up the news- 
stands” drive is on. These headlines invariably blame comics and other litera- 
ture for the delinquent acts of children, and they frequently embody reckless 
claims that this literature, and by implication, we who are its Distributors, are 
prime causes of juvenile crime. 

I should like to state emphatically that there is no basis in fact for these 
extravagant accusations, 

Mr. Edward J. Jukas, Director of the Society for the Prevention of Crime, 
has stated that he is unaware of the existence of any scientifically established 
‘asual relationship between the reading of comic books and delinquency. 

Dr. Mandel Sherman, the eminent professor of educational psychology at the 
University of Chicago, declares that, in many years of study of the causes of 
behavior problems of children, he has never seen a single instance of a child 
whose behavior disturbance originated in reading. 

It is true, Dr. Sherman points out, that a child may ascribe his behavior to a 
comie or book or magazine that he has read or to a movie that he has seen but 
such explanations cannot be considered scientific evidence of causation. 

The causes of juvenile delinquency and crime are far more complex. They are 
deeply rooted in unhappy home life, in poverty-ridden slums, in the lack of suf- 
ficient playgrounds and in other failures of our society to meet the basic needs of 
our children and our young people. 

Thus, our consciences may rest easy on that score. As Distributors of pocket- 
sized novels, comic books, and magazines, we are not contributing to juventle 
delinquency and crime. This does not solve our problem, however, for it arises 
not because of what we do, but because of what people think. And make no 
mistake about it. 

If the Publishers and Distributors of newsstand literature do not do something 
about this problem themselves, the state, under public pressure, will adopt a 
solution that could lead to the ruination of business for all of us. 


FEDERAL ACTION 


As a matter of fact the federal government is doing something about it already. 
Permit me to quote from a bulletin of March 31, less than a month ago: “On 
Friday, March 28, the House Rules Committee granted a rule to H. R. 520 by 
Representative E. C. Gathings (Democrat, Arkansas). 

“The Gathings resolution provides for the establishment of a_ fifteen-man 
special committee to conduct a full and complete investigation and study (1) to 
determine the extent to which the radio and television programs currently avail- 
able to the people of the United States contain immoral or otherwise offensive 
matter or place improper emphasis on crime, violence, and corruption; (2) to 
determine the extent to which books, particularly the so-called pocket-size books, 
containing immoral or otherwise offensive matter, or placing improper emphasis 
on crime, violence, and corruption, are being made available to the people of the 
United States through the United States mai!s and otherwise; and (3) to deter- 
mine the adequacy of existing law to eliminate offensive and undesiralhle radio 
and television programs and promote higher standards for such programs and to 
prevent the publication and distribution of books containing immoral, offensive, 
and other undesirable matter.” Serious?—Wait—there is an addendum—an 
important addition. Listen carefully. 

On April 5, the American Book Publishers Council sent out the following to its 
members. I quote in part: “On April 5, Congressman FE. C. Gathings (Democrat, 
Arkansas) and Edward H. Rees (Republican, Kansas) introduced new resolu- 
tions which added comic books and magazines and deleted radio aud television. 
Their bills are numbered H. R. 596 and H. R. 597, respectively. 

“The National Association of Magazine Publishers’ Policy Committee’—I con- 
tinue quoting—“will discuss the matter at a meeting Monday, April 7. Various 
leading members of this committee feel that the rising tide of country-wide 
criticism of sex and violence on newsstands has the most serious implications 
and must be dealt with by voluntary housecleaning within the magazine indus- 
try.” Signed “Theodore Waller.” 
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NO JUSTIFICATION 


Frankly, there is no real justification or excuse for much of the material we 
are distributing. It is imperative that we free ourselves, without delay, from 
the constant fear that haunts us every time we put out a pocket-size book which 
causes one to wonder what manner of diseased mind can contrive such tripe; 
with covers that continually are becoming more and more revealing, and in many 
instances have little or no relation to, or bearing upon, the subject matter; or 
magazines, so-called, reeking with articles on sex and undraped women that have 
reached a point of undiluted, disgusting obscenity ; fact detective magazines that 
depict murder and the most horrible of crimes with revolting photographic 
detail—posed, of course. 

Many of these magazines, in addition, carry advertising of a nature so objec- 
tionabie and personal that we would not, under any circumstances, want our own 
children to be exposed to it. 

Recently a book was given to us for distribution that caused a shudder to run 
up and down my spine. It got out before I realized the type of language used 
in a few of its many pages. The Publisher offered the opinion that it was a 
classic, written by a well-known author, and that while his works have always 
been controversial they were accepted by the intelligentsia as something above 
the ordinary. 

Granted. I respect this circulation man as a person, and for his business 
ability. He has always impressed me with his logic and, in my opinion, he is 
one of the top men in the business, but I have a feeling he was defending this 
book with his tongue in his cheek. 

So I say “granted”—it is a classic and it does appeal to the real or pseudo 
intelligentsia. 

But the book was written in 1936, to be sold in book stores at from three dol- 
lars and fifty cents to five dollars and for use in libraries. It probably never 
exceeded a sale of twenty thousand copies, if that. Certainly, the youth of the 
country in those days were not buying books in this price range, and can you, 
any of you, in your wildest dreams, imagine a librarian issuing to a minor a 
book of this nature? 

It may have been all right in those days to issue this book in limited quantities 
and to a selected trade, but how can one justify its release today in the reprint 
field, which now caters to the youth as well as the adult mind. 

Instead of a limited distribution, these books are displayed not only in the 
eighteen hundred book stores of the country but in over ninety thousand retail 
neighborhood and drug stores, and probably starts off with a print schedule of 
— hundred thousand as against twenty thousand total for the original 
edition. 

There has been a change in the reading and buying habits of the nation, and 
the reprint publishers must be made to realize their obligation to this vast pub- 
lic. The youth of the country must be respected, not corrupted, as is the case 
with much of the material now spewing from the presses—and I say “spewing” 
without any reservation. 

I have quoted action being taken by the federal government. State govern- 
ments are also active, and the city fathers are breathing hot air down our 
necks. What must happen before the Publishers wake up to the fact they are 
killing everything that is good in the publishing business? And what are we 
going to do if this tremendous business is not to be driven from pillar to post 
= then destroyed—destroyed by the greed of some Publishers for a fast 
dollar? 


CENSORS 


Iam not acensor. Certainly I have no legal or moral right to act as one. I 
hate this business of being forced to decide which publications shall or shall 
not be given distribution, but if the Publishers continue to shower me with this 
avalanche of filth, I have no alternative than to adopt whatever measures are 
left for me—and that is to refuse to distribute this questionable material. In 
common with all wholesalers, I hope those publishers who have been so derelict 
in their obligations will realize the shortsightedness of their position and by 
corrective action permit wholesalers to return to that business which they are 
desirous of doing and best qualified to do—distribute reading matter—and not 
perform the duties of censors which most of us are so incapable of doing. 

It is not my intention, nor is it my desire, abjectly, to incur the fury or the 
wrath of any individual Publisher, but our frenzy has reached a boiling point 





sernerinaggy 


pangs 8 


PORNOGRAPHIC MATERIALS 133 


about filthy stories we are putting out as pocket-size books, covers that cry for 
improvement, and girly books that have no justification for their existence other 
than for the few tainted dollars that can be made by catering to the moronic 
literati of our society. 

Must we, legitimate businessmen, stoop to selling this type of literature to 
stay in business? If we do, then something is drastically wrong with the whole 
business of magazines and book distribution. 

Too often, when local trouble arises for the Distributor, he finds that while 
the Publisher is ready and willing to pay any fine that may be levied, nothing 
constructive is done, or even thought of, about improving the situation. The 
literature continues to pour in, and for many of us it is a choice of distributing 
it or incurring the displeasure of the Publisher. Some of us feel that we are 
not alone in our attitude towards this literature, and many of us wonder if, 
after all, the Distributor is the Anthony Comstock to start the movement for a 
clean-up of the business. As one Distributor put it, in answer to the question- 
naire that was sent out as part of my preparation for this talk: ‘We agree that 
the last thing we want is censorship, and industry self-regulation should be 
the major factor concerning any continuance of same. The first steps should 
definitely be taken by the Publisher and not any one group or groups of citizens 
in this respect.” 

At this point I should like to express my thanks for the cooperation given me 
by many members of the Association in the matter of the questionnaires. I 
received many interesting letters, which provided a number of timely and 
worth-while comments and suggestions. 

One letter, for example, echoes the sentiments I expressed a moment ago in 
regard to the attitude of the Publishers. “It is a pity,” writes this Distributor, 
“That those responsible cannot be more seriously moved to some corrective 
action by the guilt that belongs to them. They are unjustly hidden from the 
public consciousness and the influence of the law and effective corrective meas- 
ures. It leaves our industry with not too much to be proud of.” 

Another Distributor, describing his difficulties with pocket size books, shows 
that he is really caught between two fires. As a result of public clamor he was 
arrested, tried and had a three hundred dollar fine imposed upon him. But, as 
usual, none of the Publishers have given any indication of a willingness to do 
anything about raising the standards of the product. On the contrary, there 
seems to be a lessening of quality in the rat race for more and more sales. 

Close compliance with the local police department and the office of the prosecut- 
ing attorney has apparently saved many of us from serious trouble. It is, of 
course, correct to cooperate with these authorities. But from the point of view 
of the future of our business, it is hardly reassuring to think that public prosecu- 
tion may offer the only means of dealing with this problem. 

One Distributor, in replying to my questionnaire, pointed out that except for 
the pocket-size books, the literature we distribute has second-class entry in the 
United States mails. Thus, it is not judged obscene by the Post Office Depart- 
ment, and many Publishers using this as a strategic loophole point to it as their 
justification for shoving these copies on to us for distribution. This situation, 
in the view of this correspondent, suggests that one possible course of action is 
to induce the United States Post Office to be more critical of publications sub- 
mitted to it for second-class entry. 

From another correspondent comes a reminder that other industries dealing 
in public communications, such as motion pictures, radio, and television, have 
more or less successfully met the same problem through self-regulation. He is 
strongly in favor of this means for our industry. His letter is of particular in- 
terest, because it happens that the mayor of his city has established a censor- 
ship committee. During its periods of activity, according to our correspondent, 
the Distributors are mercilessly attacked by the local press, which almost overtly 
accuses them of fostering juvenile delinquency, promoting crime and abetting 
immorality. 

“This is a subtle process of character assassination,” comments this Distribu- 
tor, “which ignores the fact that we are trying to regulate ourselves, and con- 
centrates on the mistakes we make.” 

After devoting much thought and reflection to this whole problem of the litera- 
ture we distribute, I have come to some conclusions, and I should like to present 
these for your consideration this afternoon. It seems to me that this is the sort 
of problem with which we Distributors, if we attempt to meet it as individuals, 
are helpless to cope. On the other hand, I see no reason why we could not make a 
real and substantial contribution to its solution if we handle it through our 
Association. 
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My point is well illustrated by a letter which one of our members, in a reply 
to my questionnaire, was kind enough to send me. It had been addressed to him 
by the minister of his church. I should like to quote from this letter in part: 


A MINISTER SPEAKS 


“Tt has always been my conviction,” wrote the minister, “That matters of this 
kind can and should be better handled from within a responsible organization 
rather than from outside pressure action. It is my understanding that in your 
field of business many of you are caught in the same sort of squeeze the theater 
managers are, or were, by a system quite like the ‘block booking’ system of movie 
distribution.” 

“T can readily appreciate, then, the pressure brought upon you by the Publishers 
of such falsely called literature. However, I am convinced that, if there are in 
your industry enough persons like yourself who feel a sense of responsibility 
for the moral tone of a community and the Nation, you can upon your own 
initiative and by acting together do much to correct this unwholesome condition.” 

“As I said above, I much prefer that such corrective measures come that way 
rather than by pressure groups seeking to impose legal controls.” 

It is my conviction and belief that this minister has analyzed our problem 
correctly, and his suggestion for organized action is 100 percent sound. We are 
all concerned about this serious situation, and I do not think that any sales talk 
is necessary to convince us that we should do something about it. It is up to us 
to do whatever we can in order to correct what is admittedly a real evil in our 
business. 


A SUGGESTION 


One of the results of this convention, I believe, should be the establishment of 
a committee charged with the task of working out a definite plan and program 
with the Publishers for remedying a condition of which none of us is proud. 

‘The details of such a program should be worked out by this committee on the 
basis of suggestions from us, the members of this Association, and those Pub- 
lishers who are concerned with the welfare of the industry rather than for 
selfish interests. 

I have cited enough material from the replies I received to the questionnaire 
to show that all of us are concerned about this problem; all of us are thinking 
about it; and we have definite ideas on the subject. These ideas should be 
placed at the disposal of any committee that is established. We should invite 
participation in this program from the membership of all the wholesales organ- 
izations in the country. 

It also seems to me part of the plan of attack on this evil might well include 
giving the public, through our organization, and in cooperation with interested 
publishers, better and more accurate information about the services to the com- 
munity that we Distributors actually do perform. We can and should use our 
trade organ, News Dealer Magazine, to get this message across, and/or any 
other means that are available to us. 

One of our members offered this thought: American reading habits have 
changed, for Americans are now reading hundreds of millions of pocket-sized 
books and even more billions of magazines. This is a public trust and responsi- 
bility of which we must be fully cognizant—one we must never forget. Reading 
is now enjoyed by the entire Nation, and not by just a privileged few. Who has 
made this possible? Many people, not the least however, being the ID whole- 
saler, for it is through us that the great volume of reading matter, most of it 
good and wholesome and informative, is widely and efficient distributed. 

This represents an accomplishment on the part of our business as a whole 
that the public is not completely aware of; otherwise it would not forget it 
so quickly when a storm breaks over one of the objectionable minority. Never- 
theless, the evil, no matter how small, is very serious and must be dealt with. It 
is incumbent upon us to take the kind of action necessary to combat it—immedi- 
ately; even here—today, 

In conclusion, may I say that I hope these remarks of mine have impressed you 
with the urgency of the situation, and have helped to throw some light upon 
a social problem that, I am sure, concerns us all very deeply. If I have ac- 
complished this aim, I owe the fact to the helpful cooperation extended by so 
many Wholesalers, and for this I now extend to all of you my sincere and 
hearty thanks. 
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The volume of public protest at the sery and debasing magazines grows. Can 
publishers and distributors police themselves or must we have an unwanted 
and possibly undiscriminating censorship? 





FILTH ON THE NEWSSTANDS 
By Margaret Culkin Banning 


The newsstands of America today carry a display of sex provocation such as is 
to be found nowhere else in the world. In one magazine published recently there 
were 58 photographs of girls in varying states of undress: some wore only 
G-strings and brassieres; others were naked except for muffs of fur and feathers. 
One girl was posed removing her bra; another had a man’s picture painted high 
up on her thigh. The girls were photographed from the back, from the front, 
upside down. Captions read: “Hot from toes to Bikini,’ “A yum-yum platinum 
blonde,” “A blue-eyed beauty who likes tall, rugged guys.” 

No one can read these so-called “girly” magazines without having his sense 
of decency and normality debauched. “Is Male Rape Possible?’ “Europe’s Sex 
Problem,” “Do Chastity Belts Work?” are typical titles of articles. Stories 
feature promiscuity, rape, and abnormal sex relationships. 

The advertisements in these magazines are, in the main, concerned with beau- 
tification of the body. In one magazine 57 of 62 advertisements are sex helps. 
They advertise reducing appliances; bust creams and lotions; male hormones ; 
scalp and hair formulas for bald men; ways to appear taller; fake diamonds; 
picture albums of female beauty around the world; “secret” albums of Africa, 
Europe, Asia, America and Oceania; show-girl garters with “genuine mink fur 
and rhinestones”; black chiffon negligees. 

Who reads this trash? Careful studies by an independent research company 
brought disturbing information: the demand apparently permeates every social 
group. No newsdealer would admit selling to children, but research among high- 
school students in eastern cities showed that many were reading the sexy maga- 
zines. A fourth of the girls and a third of the boys in one high school had read 
the February issue of one or more of a representative group of these magazines. 
Among a group of girls at a female corrective institution in the East 55 percent 
had read one or more of the same issues. Matrons of rescue homes and women’s 
reformatories told me that girls enter the institutions with their suitcases filled 
with girly magazines. On the other hand, one mother said that several girls came 
home from an expensive boarding school with their luggage almost as heavy with 
the same stuff. 

Men in the Armed Forces are avid readers. The same series of studies showed 
that half the soldiers in large Army training centers, half the sailors and one 
in three airmen had read one or more of the girly-magazine issues of last 
February. 

Do these magazines and the crime and love comics that flood the newsstands 
contribute to delinquency? Early this year a grand jury in Middlesex 
County, N. J., drew a direct connection between. the public display of 
pornographic literature and the growing number of nonsupport and deser- 
tion cases. Police Commissioner Timothy O'Connor of Chicago says that 
the recent increase in rape and sex crimes is directly attributable to the 
influence of lurid magazines and books. The juvenile-court judges in 
Minnesota have issued an “approved” reading list for young people. They feel 
that it is part of their job to get indecent publications out of youngsters’ sight 
and touch. 

The report of the Kefauver committee indicates that there is disagreement 
among the public officials, probation officers, and psychiatrists as to the effects of 
printed pornography on crime and delinquency. But whether the smut incites 
to crime or not, there can be no doubt that it does degenerate taste and debauch 
truth. Pick up any one of the hundreds of such magazines yourself, pore over 
it and see what it does to your own mind. 

It is sometimes argued that sexy magazines have always been available in this 
country, and that some of those for sale 30 years ago were more salacious than 
those of today. But they were merely tolerated; they could be found in barber- 
shops, saloons, and Army posts. They were not in competition with family maga- 
zines and serious-minded periodicals and useful books. Today the sex maga- 
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zines are competing right down at the corner drug store, with all other forms 
of reading. 

The problem is not just the girly magazines. The problem is that crime and 
indecency are pervading a great deal of printed matter in the United States. 
The love comics are to the girly magazines what elementary schools are to high 
schools. If a child's taste is formed by love and crime comics, he or she will 
continue to crave lurid, unreal, violent, and sexy material in print. 

We have in this country some of the most beautiful, thoughtful, amusing and 
informative magazines in the world. Among the pocket books on the newsstands 
are some of the best reading values ever offered: Bibles, atlases, and geographies, 
books on child care, reprints of the great novels and short stories. 

But crowding all these enjoyable and useful magazines and books are publi- 
cations which can have no possible effect except to misinform the reader, debase 
his thoughts and degrade his emotions. The publishers of such material! will stop 
at nothing to catch the eye. 

This creates a difficult situation for decent publications competing for buyers. 
If they do not have provocative covers they will not be noticed. The publishers 
of many lines of pocket books attempt to meet the competition by putting lurid, 
misleading pictures on the covers of serious and intelligent novels. In a pocket 
edition Tess of the D'Urbervilles is promoted in a red satin evening dress, on 
some sort of broken bridge, with a man bending over her bosom. The promotion 
says: “The gal: Tess Durbeyfield * * * we are off for another round of 
cruel passion.” Thomas Hardy must be stirring in his grave. 

By actual count, the trash and smut on the stands now have the advantage 
of numbers. More than 1,200 magazines, including comics, are being regularly 
distributed among retailers who handle periodicals. Of these, only 210 or so are 
magazines of healthy interest, acceptable to discriminating readers. The rest 
are crime and love comics of a low type fly-by-nights which usually fold after 
a few issues, and the salacious girly magazines. 

In a New York town of 20,000, magazines of this type sold 1,719 copies in a 
single month, or nearly 1 copy for every 10 men, women, and children in the 
town. Ina Massachusetts city of 163,000 the same group of sexy magazines sold 
13,266 copies on the average every month, which is about the same proportion 
of readership. 

The unpleasant and shocking truth is that our newsstands are beginning to 
reflect an acceptance of and growing concentration on lewdness. 

Who is responsible? First, of course, there is the publisher. Several of the 
girly magazines have headquarters in shabby, second-floor offices in a broken- 
down building between Broadway and Seventh Avenue, New York. The pro- 
prietors make no claim by any signs to be “publishers.” But they are getting 
out magazines. They are selling sex, and they are making money thereby as has 
been done in that profession since it began. 

But the publishers are only a segment of the whole magazine business. They 
are represented by several national distributors who work through local whole- 
salers or branches. The distributor decides on the magazine allotments for each 
wholesaler. The wholesaler then distributes the carefully precalculated allot- 
ments to the individual newsstand dealer. In the package delivered to him, 
the dealer—who may be in a drug store, a railroad station, or a stand on the 
streets—finds a number of nationally known magazines with established circula- 
tion. He also finds a group of comics and almost certainly a number of the sexy 
girly magazines. He has not personally ordered these publications. But the 
distributor and wholesaler have found it profitable to take over their sale, so 
the newsstand dealer automatically becomes agent for them. 

The newsstand dealer has a technical choice. He can place these magazines 
on his newsstand, or he can send them back to the wholesaler as unsold copies. 
But the choice is not always so free as it seems to be. A druggist in a southern 
town told me that when sex magazines are sent to him from the wholesaler he 
ships them right back But a newsstand lessee in one large city said, “If I 
send the girly magazines back, next month I shan’t be sent enough of the 
magazines I know I can sell, and want to sell.” 

In Idaho last year inquiry seemed to prove that in some cases newsdealers were 
coerced by the distributors into accepting magazines for sale which they did 
not want to offer the public. The result was a bill in the State legislature pro- 
viding for punishment of any person or firm which should “require a retail 
dealer to take all or certain groups of such publications at the sole discretion of 
such distributor.” Although fought by some of the distributors, the bill became 
Idaho law last May. Its constitutionality has not yet been tested. 
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In January 1952 a Hudson County (N. J.) grand jury called several distributors 
before it and warned them that it was unlawful to coerce newsdealers to 
accept indecent magazines under penalty of withholding publications of national 
interest. 

If such measures as these stand up in court there will soon be legal precedent in 
this country—as already exists in Canada—to protect a newsdealer who does 
not want to display pornographic magazines. 

Sut what about the dealer who has no objection to selling such magazines, 
who thinks they do no harm, who believes they attract trade? Is censorship the 
answer? Many indignant Americans appear to have reached that conclusion. 

More than 50 American cities have recently passed new ordinances, with real 
teeth in them, prohibiting obscene publications on their local newsstands. St. 
Cloud, Minn., not only passed such an ordinance but created a board of review 
to pass on such material. In Trenton, N. J., on March 20, 1952, there was a city- 
wide police raid on all newsstands, and by nightfall what was called “a ton 
of smut” was stacked in police headquarters. In Ottumwa, Iowa, more than 
8,000 magazines were removed from the racks at the request of the local Minis- 
terial Association. In Chicago, in Winona, Minn., and in Rhinelander, Wis., 
organized groups are issuing lists of “approved” and “disapproved” periodicals 
and pocket books to dealers, with the request—which approximates a demand— 
that offending titles be taken off sale. 

A large portion of the public, however, objects to being told what it can read, 
whether the dictum comes from Protestants, Catholics, librarians, a mayor’s com- 
mittee or a committee of Congress. There will always be disputes as to the 
merits of books and other publications, suspicion of favoritism, accusations of 
proselytizing. There is no way to make political censorship more than the 
restrictive judgment of individuals whose predilections, prejudices, and com- 
petence are bound to be challenged. More than is gained by political censorship 
in a community might easily be lost by the growth of intolerance or bitterness. 

In American communities which are at present under censorship such books 
have been put on disapproved lists as James Michener’s Tales of the South 
Pacific; Lilian Smith’s Strange Fruit, and the novels of de Maupassant, John 
Steinbeck, and Nobel Prize-winner William Faulkner—all of which were issued 
in cheap form so that people who could not afford cloth-bound books might read 
the works of these famous authors. I am reliably informed that Jane Austen’s 
Pride and Prejudice was included on one master list of disapproved books be- 
cause the word “adultery” appeared in it. 

Nonetheless, many good citizens, though they regret censorship, fearing its 
effect on a free press, do not believe that constitutional protection should be 
thrown around obvious filth. If they get a clean-up of newsstands without 
censorship, they will be satisfied. Otherwise, censorship is on its way. 

There are two ways to avoid it. The first is for the publishers and distributors 
to withhold objectionable material at the source. Such self-discipline has worked 
well for motion pictures, radio and television, and it could be made to work 
for magazines. The second is for the public deliberately and consciously to 
destroy the market for such stuff. To do so, the private citizen need not and must 
not impetuously seek to usurp police, postal, or judicial functions. He can 
make his protests against printed obscenity felt through his business and pro- 
fessional clubs, his parent-teacher group, the lay association of his church. At 
the ballot box he can elect those who will prosecute degeneracy and carry out 
present laws which need to be better enforced. Lists and book-burning only 
drive lewdness underground. 

At best, local censorship will always be an uneasy and unsatisfactory solution, 
and a constant bone of contention. This country will not tolerate thought 
control. But neither will it tolerate, as begins to be evident in every section 
of the land, pollution of its thought supply. It is not necessary to make new laws. 
All that is needed is to enforce what laws we have, to assert what we believe, 
and to maintain what we have achieved in human dignity and decency. 


Exhibits herein referred to not appearing in appendix are available 
for examination in office of the committee. 
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LETTER OF TRANSMITTAL 





House or REPRESENTATIVES, UNITED STATES, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Wasuineton, D. C., December 30, 1952. 
Hon. Ratpn R. Roserts, 
Clerk, House of Representatives, 
The Capitol, Washington, D. C. 

Dear Mr. Roserts: The attached report of a special subcommittee 
of the COmmittee on Interior and Insular Affairs appointed pursuant 
to House Resolution 80, Eighty-second Congress, first session, to 
investigate and study the revision of the public land laws, has been 
submitted by the subcommittee having charge of the study and is 
hereby forwarded to the House of Representatives. 

This subcommittee report was submitted too late for submission 
to the full committee for consideration, however, it is deemed advis- 
able to have it printed in report form in order that the general outline 
of the problem may be made available to the Members of the Eighty- 
third Congress with the recommendation that the problem be given 
further study and provision made for its completion during the next 
Congress. 

Sincerely yours, 
JoHN R. Murpock, M. C., Chairman. 
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REVISION OF THE PUBLIC LAND LAWS 


DeEcEMBER 31, 1952.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Murpock, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(Pursuant to H. Res. 80, 82d Cong., Ist sess.] 


House Resolution 570 of June 30, 1952, sponsored by Hon. Lloyd M. 
Bentsen, Jr., of Texas, appropriated funds to initiate the revision of the 
public land Jaws, a project long necessary to be undertaken. Repre- 
sentative John R. Murdock, chairman of the Interior and Insular 
Affairs Committee, appointed a special subcommittee to proceed under 
this resolution. This is the report of the special subcommittee to the 
full committee on what it has done so far. 


NEED FOR REVISION ! 


The public lands are those lands under the jurisdiction of the Secre- 
tary of the Interior, in whole or in part, which were acquired at various 
times by the United States by cession, purchase, or treaty from the 
various States, Indian tribes, or foreign nations. The total area of 
public domain in the United States and Alaska still in Federal owner- 
ship, not all of which is subject to the public land laws, is about 750 
million acres.” 

The public land laws are a body of laws which have been enacted 
from time to time as separate laws without adequate consideration 
being given to the relationship of the new law or amendment to the 
prior laws. Thus, although the homestead law was enacted in 1862, 

1 The House Judiciary Committee is engaged in preparing a codification of the nonmineral public land 
laws. This codification does not contemplate any substantial revision of the public land laws. It will aid 
but not conflict with the task of this subcommittee under House Resolution 570. 

2 The public land laws do not apply to public lands which have been withdrawn and placed under the 
jurisdiction of the Department of the Interior or other Federal agencies, unless the law or order making the 
withdrawal makes the public land laws applicable to such lands or a specific public land law provides it is 
applicable to such withdrawn land. Thus, the public land laws do not apply to national parks or Indian 
reservations, with a few exceptions. In the same way, national forests are not subject to the public land laws, 


except the mining and mineral leasing laws and a few other exceptions. Public lands withdrawn for wildlife 
refuges are not subject to most public land laws except the mineral leasing and right-of-way laws. 


1 
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cash sales, under which the majority of disposals of public land 
continued to be made, were not ended, until the act of 1889 (25 
Stat. 854). In the same way, when the Materials Act of 1947 was 
enacted, there was no repeal of the timber and stone law, the Dead 
and Down Timber Act, or the many free use timber statutes. When 
the Public Sale Act for Alaska was enacted in 1949, likewise, there was 
no repeal of the trade and manufacturing site law. 

Over-all consideration of the public land policy of the United States 
has occurred twice before. The first time was the creation, pursuant 
to an act of Congress, of the Public Lands Commission of 1879. 
The next was a commission appointed by President Theodore Roose- 
velt in 1903 pursuant to a congressional resolution. Very little came 
of the eiforts of either commission. 

Undoubtedly the process of piecemeal changes of the public land 
policy and laws of the United States, while fruitful in part, has 
resulted basically in an incongruous land-law system, containing no 
clear-cut policy to guide the administration of this vast body of laws. 
Each law enacted is an independent unit containing its own policy 
which may or may not permit its operation in accord with the policy 
contained in other laws which may be applicable to the same land. 


PRIOR CHANGES IN LAND POLICY 


Historically, the land policy of the United States in dealing with 
the public domain originally was one of disposal. Such disposals 
served a number of purposes. Thus, disposal was a means of raising 
funds for the Federal Treasury. The surplus in the Treasury divided 
divided among the States in 1837 came from this source. Second, 
disposal was used to promote internal improvements, such as canals, 
roads, railroads, and the drainage of swamps, and the financing of 
State educational and other institutions. Third, disposal was used 
as a means of promoting settlement and mineral development. These, 
of course, overlapped and to some extent are still in effect today. 

Then came the period of conservation. Lands having value for 
timber and power site purposes were withdrawn from the operation 
of the public land laws. Lands believed or known to contain such 
minerals as oil, gas, coal, potash, sodium, phosphate, nitrogen, and 
sulfur were likewise withdrawn. This was followed by the present 
period, which is one primarily of management. Mineral leasing acts 
were passed for the development of oil, gas, oil shale, coal, sulfur, 
phosphates, and sodium and potash compounds. Grazing lands were 
put under management and the unreserved public domain in the 
United States was withdrawn for classification before disposal. Laws 
were passed for management of timber within and later outside of 
national forests and for the disposal of small tracts. Again, the 
passage of the new laws did not mean that all the prior laws which 
embodied a different policy were automatically repealed. 





3 The Chiei of the Research and Analysis Branch, Bureau of Land Management by letter of December 
9 to the subcommittee’s special counsel has stated that cash sales from 1862 to 1889 totaled 80 million acres, 
The letter further states homestead entries totaled 58 million acres, of which 14 million acres were com- 
muted homesteads. This last group may be considered as cash sz ales also since restrictions on the use of 
commutation to avoid homestead restrictions were not enacted till 1891. In the period from 1889 to 1900, 
homesteads totaled 40 million acres, of which only 4 million acres were commuted entries. (See Gates, 
The Homestead Law in an Incongruous Land System, 41 American Historical Review (1936) 652, 660, 
Peffer, The Closing of the Public Domain (1951) appendix, table III, p. 347.) 








REVISION OF THE PUBLIC LAND LAWS 3 


CONFERENCES WITH PUBLIC LAND USERS 


It was with this background of public land law history and policy 
that a special subcommittee was appointed to hold a limited series of 
conferences with interested users of the public lands in Alaska and 
some of the Pacific Coast States. Time did not permit the holding 
of similar conferences in any of the States in the Rocky Mountain 
area. The purpose of these conferences, which were attended by 
representatives of the diiTerent interests in the use of the public lands 
in the area where they were held, was to obtain the viewpoint of those 
directly affected by the operation of many public land laws. The 
substance of the major suggestions and complaints made at the various 
conferences is set forth in this report. There were also present at 
these conferences representatives of Federal agencies, and in Alaska, 
Territorial officials. The listing of such a suggestion or complaint is 
not to be construed in any way as an indication of the subcommittee’s 
position on the matter. 


ALASKA CONFERENCES 


The first conference was held at Anchorage, Alaska, on September 
26 and statements were made by representatives of the All-Alaska 
Chamber of Commerce, the Anchorage Chamber of Commerce, a labor 
union, and the Bureau of Land Management, and by persons who had 
or were interested in acquiring public land for homestead and other 
uses. The objections and suggestions made at the Anchorage con- 
ference are as follows: 

(1) The making and continuation of withdrawals should be subject 
to periodic review through public hearings.‘ 

(2) Classification of lands will permit the protection of watersheds, 
timber harvesting and opening blocks of lands to settlement to which 
access has been provided by roads. Lands classified as suitable for 
homesteading should not be subject to veterans’ credit for service. 

(3) The Shore Space Reserve Act of 1898 should be repealed. 

(4) The Small Tract Act should be made applicable to unsurveyed 
land. 

(5) The Alaska Public Sale Act should be amended so as to increase 
the acreage limitation from 160 to 2,560 acres and permit negotiated 
sale as well. 


(6) Allland scrip should be registered and a date set for termination 
of its use. 


(7) Sand, gravel, and clay should be removed from the operation 
of the mining laws. 


(8) One simple town site law should replace the present multiple 
town site laws. 

The second conference was held on September 29 in Juneau, Alaska, 
Statements were made by Governor Gruening, representatives of the 
Alaska Development Board, the Forest Service of the Department of 
Agriculture, the Fish and Wildlife Service and the Bureau of Land 
Management of the Department of the Interior, and the Juneau 





¢ Althouch the prevailing belief is that more than 120 million acres of land are withdrawn in Alaska, an 
atlas of Alaskan withdrawals recently completed by the Bureau of Land Management of the Department 
of the Interior shows less than 94 million acres of withdrawn tand, although this fact has not as yet been 
publicized. Of this total, 49 million acres are withdrawn for oil and gas development, north of the Arctic 
Circle. In addition, national park withdrawals, mainly PAount McKinley and Glacier Bay National 
Monument, total 7 million acres and national forest withdrawals total 21 million acres. Letter of December 


9, 1952, from Chief, Branch of Research and Analysis, Bureau of Land Management to the subcommittee’s 
special counsel. 
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Chamber of Commerce. The substance of the various additional 
comments and suggestions presented at this conference is as follows: 

(1) There should be a separate group of land laws for the public 
lands in Alasia. 

(2) Land should be sold at the appraised value whether it involves 
the sale of only a few acres or large blocks. 

(3) The lands between high and low tide should be turned over to 
the Territory for development. 

(4) Lands not suitable for timber growing should be excluded from 
the forests, especially when needed for expansion of adjacent com- 
munities. 


PORTLAND CONFERENCE 


The third conference was held in Portland, Oreg., on September 30. 
Statements were submitted by an attorney, representatives of State 
livestock associations, wildlife conservation associations, and the 
Forest Service, and the Bureau of Land Manag ‘ement. The substance 
of the additional suggestions and complaints is as follows: 

(1) An advisory group consisting of western men representing vari- 
ous areas and interests using the public lands should be set up to assist 
in the revision of the public land laws. 

(2) There should be a single right-of-way statute setting forth the 
general terms and conditions for obtaining any right-of-way, leaving to 
administrative reculations the specifications needed adequately to 
care for the dierent types of right-of-way. 

(3) Grazing district boards should not be merely advisory but should 
have more responsibility in the handling and administration of the 
grazing lands. 

(4) There should be security of tenure in the use of Federal grazing 
lands along the lines of a proposed bill drafted by the livestock asso- 
ciations. 

(5) Many of the lands in grazing districts should be put into private 
ownership by sale to holders of the commensurate grazing property, 
not by disposition under the homestead laws. Veterans’ preference 
should be abolished. 

(6) Grazing fees should be based on the quality of the land. 

(7) There should be a uniform measure of damages for trespass on 
Federal lands. 

(8) The timber and stone law should be repealed. 

(9) The mining law should be changed as follows: 

(a) Notice of location of mining claims as well as proof of assess- 
ment work should be filed in the land office. 

(6) Mining claims should be patented within 3 years as recom- 
mended by the Hoover Commission thus ending abuses by improper 
locations for nonmining purposes. 

(c) Provision should be made for geological prospecting locations 
on a substantial acreage for a definite period of time during which 
work aimed at discovery of ore could be carried on with the right to 
stake a mining location after discovery. 

(d) Pumice, volcanic cinders, and stone should be removed from 
the operation of the mining law. 

(ec) A mining location would only include the minerals together 
with the right to use so much of the surface as needed to carry on 





— wee? 
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mining and related operations and the right to use timber or other 
nonmineral resources needed for mining operations. 


(f) Rights-of-way should be reserved across mining locations. 
SACRAMENTO CONFERENCE 


The last conference was held on October 1 at Sacramento, Calif. 
Statements were submitted by an attorney, representatives of con- 
servation groups, lumber processors, stockmen, mining interests, the 
State Land Commission, the Forest Service, and the Bureau of Land 
Management. ‘The additional complaints and suggestions are as 
follows: 

(1) The discretionary power granted in the Ta‘ yk or Grazing Act and 
other laws to disallow application is and entries by qualified persons 
should be repealed. 

(2) No further withdrawals should be made except by an act of 
Congress specifically describing the areas and the purpose of the 
withdrawal. 

(3) All lands withdrawn for power sites, power projects, or first or 
second form reclamation withdrawals should be opened to mining 
location subject to section 24 of the lederal Power Act. 

(4) The Materials Act should be amended to prohibit the sale of 
materials from any lands to which the rights of any person have at- 
tached. 

(5) Unless contest proceedings are filed within 12 months of final 
payment for the land an application for mineral patent should be 
granted. 

(6) Contests should be heard and decided by an independent ad- 
ministrative agency outside of the Departments of Interior and 
Agriculture. 

ADVISORY GROUP SHOULD BE APPOINTED ® 


The opinion of the special subcommittee, reinforced by the state- 
ments made at the four preliminary exploratory conferences, is that 
there can be no doubt of the urgent need for the revision of the public 
land laws so as to simplify and expedite the operation of these laws 
in the United States. This need for modernization of the public land 
laws is especially pressing in Alaska where there is a strong feeling 
that the operation of the laws is an obstacle retarding the develop- 
ment of Alaska. 

Necessarily, the proper execution of such a vast project will require 
that careful consideration be given to the need for each and every 
provision now in the public land laws and those suggested for addition 
to them. To accomplish this task, an adequate staff having a full 
knowledge of these problems must be obtained. It is essential, how- 
ever, that in the performance of this task the committee have the full 
benefit of the views of those people and organizations who use or are 
interested in the use of the public lands. Such viewpoints can best 
be obtained by appointing an advisory group to cooperate with the 
committee in the task of preparing a revision of the public land laws. 
The advisory group should be large enough to include representation 
of all the different interests concerned, not forgetting the interest of 
the general public, but every effort should be made to keep its member- 


5 See comment at end of report. 
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ship within reasonable limits so that it will not become too unwieldy 
for the performance of its task. 

The advisory group has not as yet been selected but preliminary 
work looking to such selection has been done. Requests were sent to 
the governors and attorneys general of each of the Western States as 
well as the Governor of Alaska asking each of them to submit the 
names of several persons who were acquainted with the public land 
laws or interested in operations under the public land laws. Replies 
were received from nearly all in the group. Subsequently, letters 
were sent to the individuals whose names had been submitted to the 
subcommittee by the governors and attorneys general asking them 
whether they would be interested in serving on such an advisory 
group. Replies have been received from nearly all of these individuals. 
In addition, letters were sent to at least one law school in each State 
asking for names of members of the faculty who had a knowledge of 
the public land laws and a substantial number of replies have been 
received giving the requested information. Finally, the president of 
the American Bar Association was requested to submit the names of 
members of the association who were interested in public land matters. 
The president of the bar association has not as yet submitted the 
requested list of names. 

It is believed that the Interior Committee will have available a 
substantial and diverse group of people from whom it may select the 
necessary number to constitute the advisory group. It is recom- 
mended that the members of the advisory group be compensated on 
a reasonable basis for the performance of their task. 


RECOMMENDATIONS AS TO SUGGESTED REVISION 


Some tentative conclusions have been reached as to the general 
approach which the proposed revision should take. These are, of 
course, subject to reconsideration in the light of further study. The 
purpose in preparing this revision of the public land laws is to secure 
the formulation of a coherent policy to govern the disposal and manage- 
ment of the public domain. This formulation does not require the 
adoption of an “either or’ approach. Necessarily, different areas and 
different blocks of land must be handled differently. It would be as 
unwise for the United States to retain all of the remaining public 
domain as it would be unwise to dispose of all of it, nor can the use of 
withdrawals be abandoned. 

This report intends to state some of the basic elements to be 
included in such a land policy as a basis for the revision of the public 
land laws. <A land policy which would be wisely formulated must 
comprehend that there are times and places where disposal must be 
the prime ingredient, where withdrawal is essential, and where manage- 
ment is useful. Since the development of mineral deposits has always 
been treated separately they will be discussed later. 


DISPOSAL 


As a general rule transfer of Federal land in fee to non-Federal 
ownership should be the main basis of our land policy. This does not 
mean that all lands will be transferred into non-Federal ownership. 
Disposal of lands into non-Federal ownership should be made where 
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necessary to promote private development and the settlement and 
expansion of areas, including lands needed for public and community 
purposes by States, their subdivisions, and municipal corporations. 
In addition to such disposals, an affirmative program should be carried 
on to dispose of the odd lots and remnants of the public land in various 
areas which up to now have been retained in Federal ownership and 
are an economic burden to the Government. 

There would have to be provision made for different methods of 
disposal. The present diverse laws providing for homesteads, en- 
larged homesteads, additional homesteads, and desert land entries 
should be brouglit into a coherent law which would permit title to be 
acquired to land suitable for agricultural purposes of all kinds and 
which would insure the development of such land for such uses. In 
addition, lands should be available in small tracts not to exceed 5 acres 
for home, small business, public, community and recreational uses by 
individuals, corporations, and Government entities. Land should be 
subject to purchase by competitive bidding for commercial and indus- 
trial uses, including housing, in large blocks and in smaller blocks, 
whether or not isolated from other Government lands, where such 
sales will not interfere with the proper management of the undisposed 
of public domain in the area. Title acquisition and transfer should 
not be unduly restricted although there should be leeway to prevent 
merely speculative sales. In the case of smaller blocks, adjoining land 
owners should have a preference right to meet the highest bid. Neces- 
sarily, there would have to be recognition of color of title claims based 
not only on improvement and cultivation of the land for 20 years, 
as the present law provides, but also on payment of taxes alone for 
more than 50 years. Where such a claim is more than 50 years old, 
it could include mineral rights. Disposals to States, their subdivisions 
and municipal corporations for their own uses should be at nominal 
prices. 

To permit the proper operation of such disposal laws, the mere 
filing of an application should not result in acquiring a right to the 
land until the land has been classified for such purpose. Finally, 
while rights already initiated under existing law should be preserved, 
such law should clearly be repealed to avoid any future conflicts as 
to the existence of alternative methods for acquiring land for the 
same purposes. 

WITHDRAWALS 


A general law should be enacted authorizing withdrawal of land 
needed for governmental uses. This law should permit the exclusion 
of mining from such withdrawn areas except where such activity 
would not interfere with the purpose of the withdrawal. In such 
case, however, the mining operations should be subject to the neces- 
sary administrative control to assure that there will not be such 
interference. Provision should be made to examine withdrawals 
other than those for national parks, national forests, or other non- 
terminating uses, at stated periods, say every 5 years from their 
anniversarv date. This will help to insure the appropriation of 
necessary funds to enable determinations to be made so that lands 
are not continued withdrawn beyond the period of their needed use. 








8 REVISION OF THE PUBLIC LAND LAWS 


MULTIPLE USE OF LANDS 


In the administration of lands in Federal ownership, multiple uses 
can be permitted of the same tract of land. There should be one 
provision stating the general terms and conditions for permitting the 
use of land for various rights-of-way which would enable land to be 
made available not only for present day technical uses but for any 
which might be developed in the future. Details as to the granting 
and use of different types of rights-of-way must necessarily be left to 
regulation. Where lands cannot be made available for permanent 
disposal because of Government needs, provision should be made for 
interim leasing if such use would not interfere with the purpose for 
which the lands have been set aside. Proper provision should be 
made to permit the maintenance and rehebilitation of public domain 
land, and to prevent its being a source of injury to other lands, whether 
or not in Federal ownership. As has: been stated before, mineral 
development has always been governed by separate provisions of the 
public land laws. Under the concept of multiple use of public lands 
however, lands containing minerals may be disposed of under the 
nonmineral land laws provided that such minerals are reserved for 
development under the mineral laws; this is now provided under 
some laws as to all minerals, and as to some minerals under all laws. 


MINERAL LAWS 


Revision of the mining law is a subject which requires careful study 
because of the strong feeling which exists on the matter by both the 
opponents and proponents ‘of such change. The major problem in 
this connection has arisen from the suggestion that a mining location 
should not carry with it the right to use the surface for nonmining 
purposes, thus eliminating many locations which it is believed are 
being made merely as a means of acquiring rights in lands and their 
resources for nonmineral purposes. This will require further study 
before a final determination is made. 

It would seem that there is substantial agreement that low grade, 
large quantity deposits, such as stone, sand, gravel, pumice, pumicite, 
and volcanic cinders, should not continue to be subject to mining 
location. To meet the Government’s need for adequate information 
in this age of intensive land use the mining law should be amended to 
require all present and future locations to be recorded with the land 
office. The same requirements should apply to the filing of notice 
of performance of assessment of work. Failure to file such notice 
over a period of time should result in the termination of the claim. 
To meet the needs of modern technology in locating deep-seated 
minerals provision should be made for holding under permit larger 
areas for a definite period of time while ceophysical prospecting is 
being done as a means of discovering ore bodies as the basis for making 
a mining location. 

The mineral leasing laws, although of more recent vintage and more 
recently amended, also require consideration. The present provisions 
of the mineral leasing laws for leasing solid minerals should be similar 
except where technical difficulties incident to development and opera- 
tions make this impossible. In view of the coal-leasing provisions in 
the Mineral Leasing Act of 1920, the separate Coal Leasing Act for 
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Alaska should be repealed. The oil and gas provisions should be 
amended to eliminate the 2-year blanket rental waiver. 

One of the problems which require further consideration is whether 
competitive bidding should continue to be restricted only to those 
lands which are on a known producing structure. Consideration 
should also be given, in seeking to provide incentives for development, 
to whether rental in oil and gas leases should be graduated on an 
ascending scale, as in the case of leases for the hard-rock minerals. 
Consideration should also be given, as a means of promoting develop- 
ment, to the question of whether rentals should be waived for any 
year in which drilling is being conducted on a lease. These problems 
require further study before a determination can be made. 


CONCLUSION 


The report being made at this stage of the committee’s progress 
cannot be a complete statement of the extent to which there should 
be an over-all revision of the public land laws. As will be noticed, 
some matters have only been raised for further consideration. In any 
event, the above statement of policy is only intended to establish a 
broad general outline and not go into the many details which must be 
included in drafting a complete public land law. It is the belief of 
the subcommittee that the project should be continued and proper 
provision made for its completion during the Eighty-third Congress. 

Luoyrp M. Bentsen, Jr., Chairman. 
Criarr ENGLE. 

SAMUEL W. Yorry. 

Frep L. CrRawrFrorp. 

Norris Povutson.® 





* Representative Poulson does not agree with that part of the report (p. 5) dealing with appointment of 
an advisory group. 
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STUDY OF PROBLEMS IN CONNECTION WITH INSULAR AFFAIRS, 
IRRIGATION AND RECLAMATION, TERRITORIES, PUBLIC LANDS, 
MINES AND MINING, AND INDIAN AFFAIRS 


DEcEMBER 31, 1952.—-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Murpock, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[Pursuant to H. Res. 80, 82d Cong., 1st sess.] 


Pursuant to House Resolution 80, first session, Eighty-second Con- 
gress, the Committee on Interior and Insular Affairs reports on certain 
of its activities during the Eighty-second Congress. 

Formerly known as the Committee on Public Lands, the name of 
Committee on Interior and Insular Affairs was approved by the 
House on February 2, 1951 (pursuant to H. Res. 100), to more ac- 
curately describe the wide scope of committee jurisdiction and activity 
The Legislative Reorganization Act of 1946 vested legislative juris- 
diction over the following subjects in this committee: 

1. Public lands generally, including entry, easements, and grazing 
thereon. 

2. Mineral resources of the public lands. 

3. Forfeiture of land grants and alien ownership, including alien 
ownership of mineral lands. 

4. Forest reserves and national parks. created from the public 
domain. . 

5. Military parks and battlefields, and national cemeteries. 

6. Preservation of prehistoric ruins, and objects of interest on the 
public domain. 

7. Measures relating generally to Hawaii, Alaska, and the insular 
possessions of the United States, except those affecting the revenue 
and appropriations. 

8. Irrigation and reclamation, including water supply for reclama- 
tion projects. 

9. Interstate compacts relating to apportionment of waters for 
irrigation purposes. 








STUDY OF PROBLEMS IN INTERIOR AND INSULAR AFFAIRS 


10. Mining interests generally. 
11. Mineral land laws and claims and entries thereunder. 
12. Geological Survey. 
13. Mining schools and experimental stations. 
14. Petroleum conservation on the public lands and conservation 
of the radium supply in the United States. 
Relations of the United States with the Indians and the Indian 
tribes. 

16. Measures relating to the care, education, and management of 
Indians, including the care and allotment of Indian lands and general 
and special measures relating to claims which are paid out of Indian 
funds. 

Major measures reported by the Committee on Interior and Insular 
Affairs and enacted into public law include— 

Authorizing an annual appropriation to provide more adequate 
facilities for the care and treatment of Hansen’s disease in the Territor Vv 
of Hawaii. 

Granting the consent of Congress to the States of Idaho, Montana, 
Nevada, Oregon, Utah, Washington, and Wyoming to negotiate and 
enter into a compact for the disposition, allocation, dive ‘rsion, and 
apportionment of the waters of the Columbia River and its tributari ies, 
and for other purposes. 

To authorize the Secretary of the Interior to construct, operate, and 
maintain the Collbran reclamation project, Colorado. 

To provide for the use of the tribal funds of the Ute Indian Tribe 
of the Unitah and Ouray Reservation, to authorize a per capita pay- 
ment out of such funds, to provide for the division of certain tribal 
funds with the Southern Utes, and for other purposes. 

Granting the consent of the Congress to the negotiation of a compact 
relating to the waters of the Sabine River by the States of Texas and 
Louisiana. 

To provide the basis for authorization of irrigation works in connec- 
tion with Chief Joseph Dam, to provide for financial assistance thereto 
from power revenues, and for other purposes. 

To provide for research into and demonstration of practical means 
for the economical production, from sea or other saline waters of water 
suitable for agricultural, industrial, municipal, and other beneficial 
consumptive uses, and for other purposes. 

To approve contracts negotiated with the Gerin and Fort Laramie 
irrigation district, the Goshen irrigation district and the Pathfinder 
irrigation district, and to authorize the execution of contracts with 
individual weter right contractors on the North Platte Federal 
reclamation project and with the Northport irrigation district, and for 
other purposes. 

Approving the Constitution of the Commonwealth of Puerto Rico 
which was adopte «1 by the people of Puerto Rico on March 3, 1952. 

Granting the consent and approval of Congress to a compact entered 
into by the States of Montana, North Dakota, and Wyoming, relating 
to the waters of the Yellowstone River. 

Granting the consent of Congress to a compact entered into by the 
States of Oklahoma, Texas, and New Mexico, relating to the Canadian 
River. 

Because of the large volume of bills referred to the Committee on 
Interior and Insular Affairs, five subcommittees are utilized in 
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considering legislation. These are: Subcommittee on Public Lands 
(chairman, Hon. Lloyd M. Bentsen, Jr.); Subcommittee on Irrigation 
and Reclamation (chairman, Hon. Clair Engle); Subcommittee on 
Territories and Insular Possessions (chairman, Hon. Monroe Redden); 
Subcommittee on Mines and Mining (chairman, Hon. Ken Regan); 
and Subcommittee on Indian Affairs (chairman, Hon. Toby Morris). 

Bills studied by the Subcommittee on Public Lands included several 
relating to the acquisition of privately owned land in national parks 
and monuments. Two of these bills, H. R. 3540 (to provide for 
boundary adjustments of the Badlands National Monument in the 
State of South Dakota) and H. R. 4515 (to authorize the acquisition 
by exchange of certain properties within Death Valley National 
Monument, Calif.), became public law. Three others, H. R. 1221 
(to authorize the acquisition by the United States of the remaining 
non-Federal lands within Big Bend National Park); H. R. 2327 (to 
authorize the exchange of lands acquired by the United States for 
Prince William Forest Park, Prince William County, Va., for the 
purpose of consolidating Federal holdings therein); and H. R. 6439 
(to authorize the addition of land to the Appomattox Courthouse 
National Historical Monument, Va.), passed the House but failed to 
receive Senate consideration before adjournment. 

In the course of its consideration of bills relating to the Nation’s 
public lands, the Subcommittee on Public Lands repeatedly noted 
the urgent need for a revision of the complex system of public land 
laws. Five thousand laws governing the management, use, sale, and 
conservation of the public lands of the United States have developed 
since the beginning of the Republic. The subcommittee found the 
vast majority of these laws to be obsolete, ineffectual, contradictory, 
inconsistent, or not in the best interest of the principles of proper 
land disposal and management, and recommended that a program be 
initiated for their revision, simplification, and modernization. 

As a result of the subcommittee’s recommendations a special 
Subcommittee on Revision of the Public Land Laws was appointed, 
with Congressman Lloyd M. Bentsen, Jr., designated as chairman. 
Mr. Jacob N. Wasserman, chief counsel of the Bureau of Land 
Management, was detailed by the Department of the Interior to work 
with the special subcommittee. 

The Special Subcommittee on Revision of the Public Land Laws 
held conferences in Anchorage and Juneau, Alaska, during September 
1952. Subsequent meetings were held in Portland, Oreg., and Sac- 
ramento, Calif. The subcommittee endeavored to obtain from 
departmental and State officials and from local witnesses data which 
would be helpful in determining public land policy. It is hoped that 
the planned codification and revision of the public land laws may be 
completed in the Eighty-third Congress (see separate report filed 
with the House). 

Extensive hearings were held by the Subcommittee on Irrigation 
and Reclamation on H. R. 1500 (authorizing the construction, opera- 
tion, and maintenance of a dam and incidental works in the main 
stream of the Colorado River at Bridge Canyon, together with certain 
appurtenant dams and canals), and H. R. 5743 (to authorize the 
construction, operation, and maintenance of the initial phase of the 
Snake River reclamation project by the Secretary of the Interior). 
Although no final action was taken on these bills, a valuable record 
has been obtained for use in future Congresses. 
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Major irrigation measures reported to the House included H. R. 
2131 (to authorize the Secretary of the Interior to investigate and 
report to the Congress on the conservation, development, and utiliza- 
tion of the water resources of Hawaii); H. R. 5368 (to authorize the 
Secretary of the Interior to construct, operate, and maintain certain 
facilities to provide water for irrigation and domestic use from the 
Santa Margarita River, Calif., and the joint utilization of a dam and 
reservoir and other waterwork facilities by the Department of the 
Interior and the Department of the Navy); and H. R. 7084 (to facili- 
tate the development of small reclamation projects). The first two 
passed the House. 

Considered by the Subcommittee on Territories and Insular 
Possessions, and subsequently reported to and passed by the House, 
were H. R. 1733 (to authorize the establishment of the City of 
Refuge National Historical Park, in the Territory of Hawaii, and for 
other purposes), and H. R. 7393 (to revise the Organic Act of the 
Virgin Islands of the United States). Another major bill reported 
to the House was H. R. 8086 (to govern the hospitalization of the 
mentally ill of Alaska, and for other purposes). 

The Subcommittee on Mines and Mining conducted lengthy hear- 
ings on the defense minerals production program with the objective 
of determining.the authority and responsibilities of each administra- 
tive unit of the Government having any jurisdiction over various 
phases of the program, as well as what had been accomplished or 
proposed under the Defense Production Act of 1950 to encourage 
the exploration, development, and mining of critical and strategic 
minerals and metals from domestic sources. 

Mining bills reported and passed by the House included H. R. 
4752 (to amend the mineral leasing laws in order to eliminate the 
waiver of rentals for oil and gas leases) and H. R. 5383 (to provide 
for the control and extinguishment of outcrop and underground fires 
in coal formations). 

One of the primary aims of this committee is to enable the Indians 
to become self-supporting and independent of Federal control. Bills 
of this nature considered by the Indian Affairs Subcommittee include 
H. R. 1214 (Papago Tribe); H. R. 1635 (Indians of Western Okla- 
homa); H. R. 1786 (Five Civilized Tribes, Oklahoma); H. R. 3542 
(Oglala Sioux Indians); and H. R. 4132 (Sisseton-Wahpeton Sioux 
Tribe). 

The Indian Affairs Subcommittee carefully considered H. R. 459 
(to confer jurisdiction on the several States over offenses committed 
by or against Indians within Indian country). The bill was subse- 
quently ‘reported and passed the House. 

The Interior and Insular Affairs Committee, in its studies, atte mpted 
to cover the subjects which would determine how legislation previously 
enacted was functioning, what new legislation was needed, and_ to 
acquire data which would be helpful to the Congress in considering 
pending legislation and determining policies for future legislation. In 
the field, hearings were held on irrigation problems in Arizona, Cali- 
fornia, Idaho, Texas, Washington, Utah, and Colorado; on mining 
legislation, in Arizona, North Carolina, Idaho. and Nevada; and on 
Indian problems, in Arizona, New Mexico, North Carolina, Alaska, 
Wyoming, and Utah. The non-self-governing islands of the Pacific 
were visited, as well as Guam and the Territory of Hawaii. Hearings 
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also were held in Puerto Rico and the Virgin Islands on legislation 
vital to those areas. 

An extensive program of research on basic natural resources data 
has been conducted by Dr. J. R. Mahoney, senior specialist on natural 
resources, Library of Congress. Dr. Mahone ‘vy has held conferences in 
Colorado, Wyoming, South Dakota, Nebraska, Kansas, Oklahoma, 
Texas, New Mexico, Nevada, California, Arizona, Florida, and 
Louisiana. Reports thereon will be submitted in January 1953 which 
will carry the results of new studies by scientists and will provide 
preliminary interpretation of the potentials of our resources. 

A special subcommittee, headed by Congressman Clair Engle as 
chairman, was appointed pursuant to House Resolution 676, which 
authorizes an investigation and study of the seaward boundaries of 
the United States. Hearings were held in California, Louisiana, and 
Washington, D.C. (See separate report filed with the House.) 

Pursuant to House Resolution 698, a special subcommittee was 
appointed for the purpose of conducting an investigation of the Bureau 
of Indian Affairs. Congressman Toby Morris was named chairman 
of this special sube ommittee (see se parate report filed with the House). 

We are pleased to report that in a great number of instances we were 
able to follow up the studies made by the committee with the passage 
of legislation. In order not to make this report too long we have not 
attempted to enumerate all of the studies or investigations made by 
the committee, but are merely attempting to give the high points and 
a report of the legislation passed. Separate reports are being sub- 
mitted on some of the more important problems. 

The committee staff and the departments and all members of the 
committee cooperated in the work of the committee. The committee 
is able to turn back a substantial portion of the funds allowed it. 

Public and private laws enacted during the Eighty-second Congress 
which were handled and reported out of the Committee on Interior 
and Insular Affairs are listed as follows: 


History of bills enacted into public law (82d Cong.) Committee on Interior and Insular 
Affairs 


Public law Title of bill 


44 | To amend sec. 28 of the Enabling Act for the State of Arizona relating 

to the terms of leases of State-owned lands. 

59 | Authorizing the Secretary of the Interior to lease certain land in the 

Soy of Montana to the city of Poplar and the county of Roosevelt, 
Mont. 

77 | To protect scenic values along the Grand Canyon Park South Approach 

Highway (State 64) within the Kaibab National Forest, Ariz. 

Authorizing the Secretary of the Interior to convey to the city of 

Klamath Falls, Oreg., all right, title, and interest of the United States 
| of America in certain lands in Klamath County, Oreg., and for 
| other purposes. 

118 | To authorize a per capita payment to members of the Menominee 
| Tribe of Indians. 

120 | To provide for the use of the tribal funds of the Ute Indian Tribe of 
the Uintah and Ouray Reservation, to authorize a per capita pay- 
| ment out of such funds, to provide for the division of certain tribal 

funds with the Southern Utes, and for other-purposes. 
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History of bills enacted into public law (82d Cong.) Committee on Interior and Insular 





Public law 


133 


185 
197 
212 


231 


241 


252 


259 


269 
270 
273 
284 
288 


289 
291 


292 


328 
331 


336 
345 


A ffairs—Continued 





Title of bill 


To amend the act authorizing the segregation and expenditure of trust 
funds held in joint ownership by the Shoshone and Arapaho Tribes 
of the Wind River Reservation for the purpose of extending the 
time in which payments are to be made to members of such tribes 
under such aet, and for other purposes. 

To provide for the transfer or quitclaim of title to certain lands in 
Florida. 

To amend title 25, sec. 247, of the Code of Laws of the United States 
of America, to empower courts to remit or mitigate forfeitures. 

To amend the act of June 28, 1948 (62 Stat. 1061), to provide for the 
operation, management, maintenance, and demolition of federally 
acquired properties following the acquisition of such properties and 
before the establishment of the Independence National Historical 
Park, and for other purposes. 

Granting the consent and approval of Congress to a compact entered 
into by the States of Montana, North Dakota, and Wyoming, 
relating to the waters of the Yellowstone River. 

To ratify and confirm act 7 of the Session Laws of Hawaii, 1951, 
extending the time within which revenue bonds may be issued and 
delivered under ch. 118, Revised Laws of Hawaii, 1945. 

Granting the consent of the Congress to the negotiation of a compact 
relating to the waters of the Sabine River by the States of Texas 
and Louisiana. 

Authorizing the acquisition by the Secretary of the Interior of the 
Gila Pueblo in Gila County, Ariz., for archeological laboratory and 
storage purposes, and for other purposes. 

To amend Public Law 848, 81st Cong., 2d sess. 

To repeal the act of Aug. 7, 1939 (53 Stat. 1243, 48 U.S. C., see. 353). 

To extend the time during which the Secretary of the Interior may 
enter into amendatory repayment contracts under the Federal 
reclamation laws, and for other purposes. 

To authorize the acquisition by exchange of certain properties within 
Death Valley National Monument, Calif., and for other purposes. 
To authorize the Secretary of the Interior to issue to school district 

No. 28, Ronan, Mont., a patent in fee to certain Indian land. 

To amend the Hawaiian Organic Act relating to qualifications of jurors. 

To provide for medical services to non-Indians in Indian hospitals, 
and for other purposes. 

To authorize the Mount Olivet Cemetery Association of Salt Lake 
City, Utah, to grant and convey to Salt Lake City, Utah, a portion 
of the lands heretofore granted to such association by the United 
States. 

To restore certain land to the Territory of Hawaii and to authorize 
said Territory to exchange the whole or a portion of the same. 

To amend the act authorizing the negotiation and ratification of certain 
contracts with certain Indians of the Sioux Tribe in order to extend 
the time for negotiation and approval of such contracts. 

To authorize the exchange of certain lands located within and in the 
vicinity of the Federal Communications Commission’s primary 
monitoring station, Portland, Oreg. 

To provide for boundary adjustments of the Badlands National Monu- 
ment in the State of South Dakota, and for other purposes. 

To amend the act of Sept. 25, 1950, so as to provide that the liability 
of the town of Mills, Wyo., to furnish sewerage service under such 
act shall not extend to future construction by the United States. 

To authorize the transfer of lands from the jurisdiction of the Secretary 
of the Interior to the jurisdiction of the Seeretary of Agriculture. 

Granting the consent of Congress to a compact entered into by the 
States of Oklahoma, Texas, and New Mexico, relating to the Cana- 
dian River. 
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History of bills enacted into public law (82d Cong.) Committee on Interior and Insular 
A ffairs—Continued 


Public law Title of bill 


——$_____. ___— 








380 | To enable the Legislature of the Territory of Hawaii to authorize the 
board of supervisors of the city and county of Honolulu to issue 
certain bonds for flood-control purposes. 

381 | To enable the Legislature of the Territory of Hawaii to authorize the 
board of supervisors of the city and county of Honolulu to issue 
certain public-improvement bonds. 

382 | To enable the Legislature of the Territory of Hawaii to authorize the 
city and county of Honolulu, a municipal corporation of the Terri- 
tory of Hawaii, to issue bonds for the acquisition of real property 
for public-school purposes and for construction and replacement of 
buildings for public-school purposes. 

383 | To enable the Legislature of the Territory of Hawaii to authorize the 
county of Maui, T. H., to issue public improvement bonds for the 
construction of flood-control projects on Iao stream. 

384 | To enable the Legislature of the Territory of Hawaii to authorize the 
county of Maui, T. H., to issue publie-improvement bonds for the 
construction of new public-school buildings. 

385 | To enable the Legislature of the Territory of Hawaii to authorize the 
board of supervisors of the city and county of Honolulu to issue 
certain bonds for the construction of the Kalihi tunnel and its ap- 
proach roads. 

389 | To authorize the conveyance of lands in the Hoopa Valley Indian 
Reservation to the State of California or to the Hoopa unified 
school district for use for school purposes. 

398 | To authorize a $100 per capita payment to members of the Red 
Lake Band of Chippewa Indians from the proceeds of the sale of 
timber and lumber on the Red Lake Reservation. 

402 | To approve a contract negotiated with the irrigation districts on the 
Owyhee Federal project, to authorize its execution, and for other 
purposes. 

411 | Authorizing an annual appropriation to provide more adequate facili- 
ties for the care and treatment of Hansen’s disease in the Territory 
of Hawaii. 

415 | Providing that excess-land provisions of the Federal reclamation laws 
shall not apply to certain lancs that will receive a supplemental or 
regulated water supply from the San Luis Valley project, Colorado; 

417 | To authorize each of the States of Montana, North Dakota, South 
Dakota, and Washington to pool royalties derived from lands 
granted to it for public schools and various State institutions. 

440 | To authorize the Choctaw, Chickasaw, Cherokee, Creek, or Seminole 
Tribes of Indians to make contracts for professional legal services 
with approval of the Secretary of the Interior or hisauthorized 
representative under such rules and regulations as theSecretary 
of the Interior may prescribe. 

441 | To provide for the conveyance of the Centre Hill Mansion, Petersburg, 

a., to the Petersburg Battlefield Museum Corp., and for other 
purposes. 

445 | To authorize the Secretary of the Interior to construct, operate, and 
maintain the Collbran reclamation project, Colorado. 

447 | Approving the Constitution of the Commonwealth of Puerto Rico 
which was adopted by the people of Puerto Rico on March 3, 1952. 

448 | To provide for research into and demonstration of practical means 
for the economical production, from sea or other saline waters 
of water suitable for agricultural, industrial, municipal, and other 
beneficial consumptive uses, and for other purposes. 

474 | To change the name of Medicine Creek Reservoir in Frontier County 
in the State of Nebraska to “Harry Strunk Lake.” 

478 | To amend the act entitled ‘‘An act to provide for the establishment 
of the Coronado International Memorial in the State of Arizona,” 
approved Aug. 18, 1941 (55 Stat. 630). 
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History of bills enacted into public law (82d Cong.) Committee on Interior and Insular 
A ffairs—Continued 


Public law Title of bill 





| 

481 | To withdraw and restore to its previous status under the control of 

| the Territory of Hawaii that certain Hawaiian homelands required 
for the use of the board of water supply of the city and county of 
Honolulu for the location of a water shaft, pump station, and tunnel, 

| and to amend sec. 203 of the Hawaiian Homes Commission Act, 

1920, so as to confer upon certain lands of Auwaiolimu, Kewalo-Uka, 
and Kalawahine, on the island of Oahu, T. H., the status of Hawaiian 
homelands. 

To amend secs. 213 (b), 213 (c), and 215 of title II of the Hawaiian 
Homes Commission Act, 1920, as amended. 

To amend see. 73 (1) of the Hawaiian Organic Act. 

To amend sec. 73 (i) of the Hawaiian Organic Act. 

To further amend sec. 202 (a) of the Hawaiian Homes Commission 
Act, 1920, as amended, relating to membership on the Hawaiian 
Homes Commission. 

To amend the act of July 26, 1946 (Public Law 551, 79th Cong.), 
relating to the issuance of general-obligation bonds by the city of 
Anchorage, Alaska. 

To amend the act of June 28, 1948 (62 Stat. 1061), relating to the 
establishment of the Independence National Historical Park. 

To change the name of the South Coulee Dam in the Columbia Basin 
project to ‘‘Dry Falls Dam.” 

To amend the act entitled ‘‘An act relating to the compensation of 
commissioners for the Territory of Alaska,” approved Mar. 15, 1948 
(62 Stat. 80). 

To ratify and confirm Act 291 of the Session Laws of Hawaii 1949, 
sec. 2 of Act 152 of the Session Laws of Hawaii 1951, and see. 2 of 
Act 171 of the Session Laws of 1951, which included Maui County 
Waterworks Board, Kauai County Waterworks Board, and the Beard 
of Water Supply of the County of Hawaii, under the definition of 
‘‘municipality’”’ in the issuance of revenue bonds pursuant to the 
Revenue Bond Act of 1935. 


540 | To amend certain 10-year oil and gas leases. 


482 


483 
484 
485 


496 


497 


520 


523 


544 | To provide for the conveyance to the town of Dedham, Maine, of a 
certain strip of land situated in such town and used as a road right- 
of-way. 

Granting the consent of Congress to the States of Idaho, Montana, 
Nevada, Oregon, Utah, Washington, and Wyoming to negotiate and 
enter into a compact for the disposition, allocation, diversion, and 
apportionment of the waters of the Columbia River and its tribu- 
taries, and for other purposes. 

To provide the basis for authorization of irrigation works in connection 
with Chief Joseph Dam, to provide for financial assistance thereto 
from power revenues, and for other purposes. 

To approve contracts negotiated with the Gering and Fort Laramie 
irrigation district, the Goshen irrigation district, and the Pathfinder 
irrigation district, and to authorize the execution of contracts with 
individual water right contractors on the North Platte Federal 
reclamation project and with the Northport irrigation district, and 
for other purposes. 

To vest title in the United States to certain lands and interests in lands 
of the Shoshone and Arapaho Indian Tribes of the Wind River 
Reservation and to provide compensation therefor, and for other 
purposes. 


572 


577 


578 


591 





oo 


ww 
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History or Bitts Enactep Intro Private Law (82p Conc.) COMMITTEE ON 


Private 
law 


108 
109 


790 


793 
838 
840 
842 
845 
854 
855 
870 
871 
872 
873 
874 
875 


INTERIOR AND INSULAR AFFAIRS 


Title of bill 


Authorizing the Secretary of the Interior to issue a patent in fee to 
Richard James Brown. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Alice E. Williams Sisk. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Percival H. Glenn. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Eloise White Bear. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Lula M. White Bear. 

Authorizing the Secretary of the Interior to issue patents in fee to 
certain allottees on the Crow Indian Reservation. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Mabel Monroe Bonds. 

To authorize the sale of certain allotted land on the Crow Reserva- 
tion, Mont. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Lucille Ellen Sanders Groh. 

Authorizing the Secretary of the Interior to issue 
Julia Jackson Sanders. 

Authorizing the Secretary of the Interior to issue 
Julia Jackson Sanders. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Laura A. Craig. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Louis W. Milliken. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Ursula Rutherford Ollinger. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Mary Rutherford Spearson. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Joseph Pickett. 

To authorize the Secretary of the Interior to sell certain land on the 
Chena River to the Tanana Valley Sportsmen’s Association, of 
Fairbanks, Alaska. 

To authorize the granting of Kaiser Steel Corp. of rights-of-way on, 
over, under, through, and across certain public lands, and of patent 
in fee to certain other public lands. 

To authorize and direct the conveyance of a certain tract of land in the 
State of Mississippi to Louie H. Emfinger. 

To provide for the transfer of certain lands in the State of Idaho to 
the Idaho Ranch for Youth, Inc. 

To authorize the sale of certain public land in Alaska to Victory Bible 
Camp Ground, Ine. 

To authorize the sale of certain public land in Alaska to the Catholic 
Society of Alaska for use as a mission. 

Authorizing the issuance of a patent in fee to William Big Day. 

Authorizing the issuance of a patent in fee to Erle E. Howe. 

Authorizing the issuance of patent in fee to John B. Cummins. 

Authorizing the issuance of a patent in fee to Walter Anson Pease. 

Authorizing the issuance of a patent in fee to Franklin Yarlotte. 

Authorizing the Secretary of the Interior to issue a patent in fee to 
Viola Delaney. 

Authorizing the Secretary of the Interior to issue patents in fee to 
certain allottees on the Blackfeet Indian Reservation. 

Authorizing the Secretary of the Interior to issue patents in fee to 
certain allottees on the Crow Indian Reservation. 

To authorize the sale of certain land in Utah to the Bench Lake Irri- 
gation Co., of Hurricane, Utah. 


~ 
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History or Bitts Enactep Into Private Law (82p Conca.) Commirr&r On 
INTERIOR AND INSULAR AFFArIRS—Continued 


"eae Title of bill 


876 | To cancel irrigation maintenance and operation charges on the Sho- 
| shone Indian Mission School lands on the Wind River Indian 
Reservation. 


1010 | To provide for issuance of a supplemental patent to Charles A. Gann, 
patentee No. 152419, for certain land in California. 


The following table summarizes statistically the work of the Interior 
and Insular Affairs Committee by subcommittee grouping. In all, 
563 bills were referred to it, of which 178 were reported to the House 
with the recommendation that they be passed. Of this number, 64 
became public law, 33 private law, and 1 was vetoed by the President. 
Another 71 have passed the House and are awaiting action in the 
Senate. Of those which were not reported, 145 were tabled by the 
committee or were not considered because of being duplicates. A total 
of 218 of the bills referred were still pending as of December 31, 1952, 
although hearings had been held on 39 of this group. 


Interior and Insular Affairs Committee, status of bills referred, 82d Cong. 
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com- : Posses- | Mining 
mittee eo oy a sions Sub-} Subcom- | oy 
tee commit- | mittee 
tee 
Referred: 
a 2 144 74 68 44 178 510 
House joint resolutions ._..__..- 4 ll 0 3 1 3 22 
House resolutions - - _- 0 1 0 0 1 3 5 
House concurrent resolutions. - 0 0 1 0 0 1 2 
Senate bills _ - an 1 | 7 5 0 2 & 23 
Senate joint resolutions. heal 0 0 1 0 0 0 1 
PE PIs ions waste oe 7 163 81 71 48 193 563 
Reported by committee: 
a Rit wn 0 14 16 20 12 64 
DI 0 5 1 3 0 24 33 
Vetoed by President ____ 0 0 1 0 0 0 1 
Passed House, pending in Sen- 
ate_. 0 30 5 8 4 24 71 
Remaining on House Calendar - 0 1 3 3 0 | 2 9 
Total reported_......_- jotted 0 50 26 34 6 62 178 
Otherwise disposed of: 
Similar, duplicate, substitute 
bills, tabled, ete_. 5 43 29 14 22 32 145 
Ordered reported to full com- 
mittee ‘ : 0 4 2 2 1 13 22 
Hearings held, pe nding... 1 7 5 3 4) 19 39 
Pending......-___- 1 50 19 18 15 | 67 179 
Re et 7 113 55 a7 | 42 | 131 385 
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FOREWORD 


This report entitled ‘Review of Small Business’’ is an objective 
analysis of small-business problems as the committee has found them 
over the past 2 years. It is a different approach from the usual one 
to the committee’s studies and investigations. Collateral mention is 
made of the committee’s activities only in connection with a particular 
problem and its solution. These activities have been made known 
through published hearings and interim reports and are, therefore, 
not repeated here. 

The body of information which has been made available to the 
committee through hearings and independent studies and investiga- 
tions has been carefully and conscientiously analyzed in this report. 
The committee here has endeavored to create a better and more 
thorough understanding of small business and of small-business pro- 
grams, their strength and their weaknesses. In order to achieve this 
result, the committee concluded that a dispassionate and unbiased 
analysis was necessary and desirable. It is in this spirit that the 
committee offers its final report for consideration. 

The committee’s discussion of each of the several problems is 
concerned only with the problem itself. Each chapter is a treatise on 
one or more aspects of a particular problem and provides its own 
remedies for consideration. Criticism is based primarily on failure to 
carry out the declared policy and intent of the Congress. Praise is 
unstintingly given where sincerity of purpose has been evident. 

In stressing its concept of the meaning of small business the com- 
mittee has only one thought in mind. ‘That is the strengthening of our 
free, competitive economic system. ‘The need is all too apparent in a 
period of national emergency. Fortunately, both industry and 
Government have become small-business conscious. There is an 
awakening recognition that our industrial strength is derived from 
small beginnings. 

It has been well said that, “‘Without small business, America would 
be a gigantic skeleton, a great industrial framework lacking in blood, 
flesh, and nerves.”’ The committee agrees, because once the oppor- 
tunity to begin small and grow big is shut off, the American system of 
free enterprise will have been effectively destroyed. We, as a people, 
will have lost our individual opportunities to become the architects 
of our own fortunes. We need small business, not necessarily because 
it is small, but because it is a symboi of opportunity. 
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CHAPTER I 


SMALL BUSINESS—CONCEPT AND PROBLEMS 
THE CONCEPT OF SMALL BUSINESS 


Much of the confusion surrounding the determination of public 
policy in this area stems from a misunderstanding of the term “small 
business.” Repeatedly the question is asked, ‘‘What is small busi- 
ness?” without eliciting a particularly lucid answer. Is smallness an 
absolute concept or is it to be determined on a relative basis in 
reference to the size of other firms? Does smallness refer to size 
anyway? If so, what are the standards by which size is to be 
measured? Is it the number of employees, the volume of sales, 
invested capital, assets or what? If smallness is purely relative, 
what firms are to be used as the basis for comparison? Does smallness 
involve such considerations as independence or nonaffiliation with 
other firms, lack of dominance in a particular field, and competitive 
position? 

Doubtless no single definition will meet all needs. For legal pur- 
poses and as a cuide to administrative action, a higher degree of pre- 
cision is required than is necessary for general analysis of the small 
business problem. The definition for the granting of loans need not 
necessarily be the same as for the awarding of Government contracts. 
The criteria for statistical purposes may differ from the criteria for 
administrative purposes. In spite of the variations in specific cri- 
teria, the concept of small business is basic and should be generally 
applicable. 

The great majority of American business firms are small. Excluding 
agriculture, the Bureau of Census estimated that there were at the 
close of 1951, a total of 3,991,200 business firms in operation in the 
United States. Of these, approximately 1,686,000 were in retail 
trade; 855,000 were in service industries; 366,000 were in construction; 
349,000 were in finance, insurance and real estate; 303,000 were in 
manufacturing; 204,000 were in wholesale trade and the remainder 
were in mining, transportation, communications and miscellaneous 
industries. 

On the basis of 1939 figures, only 3.5 percent of the retail stores had 
annual sales in excess of $100,000. More than half had sales below 
$10,000. Over 1,600,000 units, 91 percent of the total, employed fewer 
than 100 persons. Only about 100,000 of these firms were incor- 
porated. 
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In manufacturing the distribution in 1947 of 240,881 firms according 
to number of employees was as follows: 


TABLE 1.—Size of firms according to number of employees (1947) 




















Actual number Percent of total 
T 7 | 
Number of employees | Number of | Number of | Number of Number of 
| establish- employees | establish- aan - . 
| ments (000) ments | ployees 
| 
a a i Dn i le 70, 384 161.0 29.2 1.1 
aa th nee ini nl alee deed 46, 622 310.9 19.4 2.2 
OS RRS RT ETT Fg CRE SEER 40, 645 561.9 | 16.9 3.9 
el 40, 016 1, 243.8 16.6 | 8.7 
ST ee hk ss biter emen eas 18, 672 1, 300.8 | 7.8 | 9.1 
Soe. 0 sc wninnie summed biee’ 14, 323 | 2, 228.7 5.9 | 15.6 
ere 5, 555 1, 929.9 | 2.3 | 13.5 
SII Sascacticin disp ditsastnghativcsaiiinend died ustihaeahetunlaealdl 2, 729 1, 869. 4 1.) 13.1 
ee ee REO Le 1, 431 2, 146.1 -6 | 15.0 
PT Oi eligi cephcdigeannckengcengvontape 504 | 2, 541.8 | 2 | 17.8 
a | 240, 881 14, 294.3 100.0 100.0 





Note.—The number of employees shown is an average for the year. 
Sources: Bureau of the Census; computations by the Conference Board. 


It thus appears that only about 500 firms, two-tenths of 1 percent 
of the total, employ 2,500 or more persons. Only about 4,200 firms 
employ 500 or more. These constitute only about 2 percent of the 
total. 


SMALL BUSINESS AS DEFINED BY CONGRESS 


In establishing standards to guide administrative actions, Congress 

has attempted on several occasions to formulate a definition of small 
business. Thus the Reconversion Act of 1944 (Public Law 458, 78th 
Cong.) contained the following language: 
For the purpose of this title, a small plant means any small business concern 
engaged primarily in production or manufacturing either employing 250 wage 
earners or less or coming within such other categories as may be established by the 
head of such executive agency in consultation with the chairman of the Board 
of Directors of the Smaller War Plants Corporation. Such other categories 
should be defined by taking into consideration the comparative sizes of establish- 
ments in a particular industry as reflected by sales volumes, quantities of mate- 
rials consumed, capital investments or by other criteria which are reasonably 
attributable to small plants rather than medium- or large-size plants. 


Again in the Selective Service Act of 1948 (Public Law 759, 80th 
Cong.) Congress stated: 

. a business enterprise shall be determined to be “small business” if (1) 
its position in the trade or industry of which it is a part is not dominant, (2) the 
number of its employees does not exceed 500, and (3) it is independently owned 
and operated. 

This definition is partially utilized by the Munitions Board for the 
Department of Defense and by the General Services Administration 
for all civilian agencies. However, no attempt has been made to 
determine whether a particular concern is “dominant” in its field. 
The test of independence is recognized in part by administrative rul- 
ing. This rule asserts that a “small business” is any concern which, 
“‘with its affiliates, employs fewer than 500 persons.” 

The Armed Services Procurement Act of 1947 (Public Law 413, 
80th Cong.) and the Federal Property and Administrative Services 
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Act of 1949 (Public Law 152, 81st Cong.) did not include a specific 
definition of small business. 

In the Act establishing the Small Defense Plants Adminisiration 
(Public Law 96, 82d Cong.) Congress made no attempt to stipulate 
precisely what constitutes a small business. Instead it authorized 
the Administration— 
to determine within any industry the concerns, firms, persons, corporations, 
partnerships, cooperatives, or other business enterprises, which are to be desig- 
nated “small business concerns” for the purpose of effectuating the provisions of 
this section. 

It then set up the following broad concept: 


. . &small-business concern shall be deemed to be one which is independently 
owned and operated and which is not dominant in its field of operation. The 
Administration, in making a detailed definition, may use these criteria, among 
others: independency of ownership and operation, number of employees, dollar 
volume of business, and non-dominance in its field. 

In one of the bills which did not become law (S. 1913, 78th Cong.), 
the following elaborate definition appeared: 

(A small business is) .. . any enterprise for profit which, . . . if engaged 
primarily in production or manufacturing, shall have employed 500 persons or 
less for the calendar year next preceding ...; or ... if primarily a retail, 
amusement, service, or construction establishment, whose net sales or receipts 
for such calendar year shall aggregate not more than $250,000: 

Provided, That ... (the business) shall not include any business concern 
which . . . (is) a dominating unit in its trade or industry or otherwise under the 
management or control of such dominating unit. In making such determination 
. . . Shall consider the comparative size of establishments in the particular trade 
or industry involved. .. . 

It is clear that in all of these expressions of Congressional opinion, 
size itself is only one factor in defining the concept of small business. 
Of equal importance are the matters of independence and nondomi- 
nance. In other words, Congress recognizes, as it must, that the com- 
petitive status of a firm should be considered as well as physical size. 


ADMINISTRATIVE DEFINITIONS 


Several Government agencies have attempted to distinguish between 
large and small business for various special purposes. The Census 
classification seems to consider all manufacturing establishments as 
small which have fewer than 100 employees. Distributing firms, 
however, are classified on the basis of volume of sales. Wholesalers 
are small if their sales are below $200,000 a year. In respect to 
retailers the dividing line is $50,000. According to this classification, 
small business would include roughly 92 percent of all business estab- 
hshments, 45 percent of all employees, and 34 percent of the dollar 
value of all sales. 

The Bureau of Labor Statistics has attempted to define small 
business in terms of an average for each industry based on volume of 
employment or sales. All firms which fall below this average are 
deemed to be small. This sets the dividing line between large and 
small business very low. In some industries a firm would be “large’’ 
if it employed no more than 13 people. The Bureau of Internal 
Revenue, in its Statistics of Income, separated the small from the 
large at the figure of $250,000 of total assets. The Temporary 
National Economic Committee used the income limit of $25,000 for 
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small business, $50,000 for medium-size business, and any income 
above $50,000 for large business. 


OTHER DEFINITIONS 


Numerous students of the small-business problem have wrestled 
with the task of definition and have suggested several concepts. In 
his pioneer work (Small Business: Its Place and Problems, pp. 21-22), 
A. D. H. Kaplan presents a composite definition based on the fol- 
lowing: 

Size.—Mr. Kaplan suggests arbitrary limits of $1,000,000 for 
volume of business, $400,000 for total assets, and 250 for em- 
ployees 

Management.—The “small” firm should be a single inde- 
pendent organization directly under the supervision of its owners 
who are thus also its managers; 

Financing.—The equity capital of the small business is held 
within the circle of owner-managers and is thus obtained from 
plowed-in profits rather than from the general securities market; 

Area of Operations.—Small business is local in character and is 
dependent on the growth and well-being of the community in 
which it resides. 

As Kaplan remarked of his own definitions, 

These limits put more than 95 percent of the businesses of the nation within 


our definition and about half of the persons employed in nonagricultural enter- 
prise. What small business needs in the way of special help, therefore, is not 
one program, but a@ number of programs tailored to its successive levels—to the 
million establishments of the self-employed with net worth under a thousand 
dollars, as well as to the small department store or the independent factory whose 
pay roll may be the main support of the home town. 

In June 1951 the Office of Small Business of the National Production 
Authority offered an elaborate proposal for classifying manufacturing 
concerns by size (Nationa! Production Authority, A Propose <d System 
for Classifying Manufacturing Concerns by Size). According to this 
classification, any establishment with less than 50 employees is small, 
and any with 2,500 or more employees is large. Between these limits 
a business is large or small according to the general structure of the 
industry to which it belongs. The larger the percentage of total 
output produced by large firms, the larger the number of employees a 
firm could have and still be classified as small. In fur goods, no firm 
with more than 50 employees would be considered small. In aircraft 
manufacturing, it might have as many as 2,500 employees, and still 
be small. 


COMMITTEE DEFINITION 


This committee makes no attempt to formulate a rigid definition 
of small business. It believes that the concept of small business must 
remain flexible and adaptable to the peculiar needs of each instance 
in which a definition may be required. From the standpoint of gen- 
eral policy, the essential thing is to understand the problem of small 
business. This is to maintain the vigor of the competitive system, to 
assure free opportunity to establish a new business and to grow, to 
prevent oppressive and coercive tactics, in a word, to give the smaller 
concerns an even break. 
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For legal and administrative purposes, a rather precise definition 
may at times be necessary. But it is clear that such a definition must 
be somewhat arbitrary as objective criteria whereby the small firms 
mav be rigidly distinguished from the large simply do not exist. 
This, however, does not destroy the usefulness of a definition. In the 
various statutes enacted by Congress pertaining to the small-business 
problem, Congressional intent has been unmistakably expressed. The 
responsibilities of the administrators of these laws are clear and have 
not been obscured by any lack of precision in legislative language. 

This committee is also convinced that whatever limits may be 
established to the category of small business, they must vary from 
industry to industry according to the general industrial pattern of 
each. Public policy may demand similar treatment for a firm of 
2,500 employees in one industry as it does for a firm of only 50 employ- 
ees in another industry. Each may be faced with the same basic 
problems of economic survival. This merely points to the desirability 
of granting to the administrative authority considerable discretion in 
classifying firms. For this reason, the committee does not view with 
favor the establishment of a fixed limit, such as 500 employees, to be 
universally applied to all industries. It believes this to be too precise 
and restrictive to meet the requirements of public policy. The pro- 
vision in the Defense Production Act giving the Small Defense Plants 
Administration authority to determine which firms are small would 
seem to be much more appropriate. 

Apart from sheer physical size, the concept of small business must 
include the element of competitive status. Inasmuch as one of the 
basic objectives of public policy in this area is to preserve the com- 
petitive system, no business should be considered ‘“‘small’’ which is 
not strictly competitive. Dominant firms, concerns tied to larger 
units, and affiliated plants should be excluded. Public concern must 
extend to the independent firm as well as to the small firm. 

Although it is true that the concept of smallness is relative in that 
the status of a particular firm must be judged in reference to that of its 
competitors, there are limits to the extent to which the element of 
relativeness may be carried. A firm can be small even though all its 
competitors are even smaller; or it can be large even though it is not 
so large as other members of its industry. Some industries, as, for 
instance, certain of the apparel trades are tenanted exclusively by 
small concerns. Other industries, like aircraft manufacturing, 
consist entirely of large firms. 

In summary, the concept of small business is an outgrowth of our 
public policy of preserving free competition and of maintaining the 
integrity of independent enterprise. It must be flexible and capable 
of adaptation to the requirements of that policy. The specific deter- 
mination of the class of firms which are deemed to be small must vary 
from industry to industry although there are limits beyond which all 
firms in an industry may be either large or small. Within the scope 
of Congressional standards, the matter of precise definition should be 
left to administrative determination. 


SMALL BUSINESS AND INDUSTRIAL MOBILIZATION 


The one basic development of the past 2 years that overshadows 
all others is the mobilization of American industry to preserve our 
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national security. The swift and unexpected march of the Com- 
munist armies into South Korea in June 1950 forced the leaders of our 
Nation, and particularly the Eighty-second Congress, to concentrate 
all thought and energy on the initiation of plans for national defense. 
The declaration of a National Emergency by the President on Decem- 
ber 16, 1950, demanded complete conversion of the civilian economy 
to a defense economy. This meant an inevitable curtailment of 
civilian production and the imposition of contro)s on strategic mate- 
rials, manpower, wages and prices. Although hostilities were confined 
to a small area in the Far East, an international crisis of indefinite 
duration and world-wide proportions was precipitated. Thus our Na- 
tion was again forced to mobilize its productive facilities and manpower 
to protect free society in the Western Hemisphere and to cooperate 
with Nations in all parts of the world whose people desired preserva- 
tion of their democratic institutions and freedoms. 

In this third period of mobilization during the Twentieth Century 
all friends of free enterprise became more deeply concerned over the 
potentially adverse effects of a defense program on small business. 
Even in peacetime it is difficult to maintain effective competition and 
to prevent restrictive and oppressive practices which threaten the 
very existence of small and independent business. Experiences during 
and after two world wars have focused attention on the danger that 
economic concentration in large production facilities would further 
weaken the small-business segment of our free enterprise economy. 

World Wars I and II opened with dramatic destruction of American 
lives and property. Manpower and war equipment were needed as 
quickly as they could be trained and produced. Ruthless dictators 
with vicious schemes of world conquest plunged the free nations into 
all-out war to defend their homelands and their people. Overnight 
our Nation faced the need of full mobilization of all existing productive 
capacity and facilities for the manufacture of implements of war. The 
suddenness of the change from peace to war demanded that contracts 
be awarded to large production units which could make the quickest 
deliveries in the greatest volume. It was in the period of accelerated 
mobilization for World War II that the Congress created the House 
and Senate Small Business Committees, to study and investigate an 
unhappy situation which, if allowed to continue, would almost cer- 
tainly have destroyed our Nation’s small-business institutions. 


MILITARY PROCUREMENT 


There is a strong tendency in a period of industrial mobilization 
for Government procurement to favor the large firm over the small. 
During World War II, 51 percent of all prime contracts went to 33 
corporations, each of which received $1,000,000,000 or more. The 
need for large physical resources, engineering skill, ability to experi- 
ment, and over-all productive capacity encourages the utilization of the 
larger firms. Procurement officials follow the line of least resistence 
and concentrate the placing of contracts with a few large producers 
and allow the prime contractors to deal with the smaller concerns on a 
subcontracting basis. The larger concern is in addition much better 


equipped to handle negotiations with the Government than the small 
enterprise. 
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This tendency to utilize the large concern has many indirect effects 
that work to the hardship of small business. . New plants are built and 
existing facilities expanded under especially favorable circumstances, 
frequently at Government expense. In World War II the 250 largest 
corporations operated 79 percent of all new plant facilities built with 
Federal funds and operated by private industry. The prime con- 
tractor is given first claim to scarce materials which he doles out to his 
subcontractors. Acquisition of new capital is facilitated by Govern- 
ment loans. Virtually every aspect of Government procurement 


during periods of defense mobilization imposes undue hardships on 
small business. 


PRICE AND WAGE CONTROLS 


The controls necessary to mobilize industry effectively also fre- 
quently place small business at a competitive disadvantage. It is 
very difficult to avoid leaving scars on our economy, the deepest of 
which appear on small business. Regulations such as those control- 
ling prices, wages and the utilization of scarce materials are them- 
selves violative of the principles of free enterprise. The fact must 
never be forgotten that although they may be necessary for the safety 
of the country, they do mean a definite even though temporary de- 
parture from free competition. Unless great care is exercised in 
framing regulations, therefore, serious damage may be done to small 
business. Many instances can be cited to illustrate this. Numer ous 
price regulations, for instance, have continued unfair trade practices in 
determining prices. The danger here is in perpetuating what can 
become a serious threat to competition. Again, several price regula- 
tions have endorsed follow-the-leader practices. In fact, the Ge neral 
Ceiling Price Regulation ties the price of a seller of new commodities 
to those of the ‘“‘most closely competitive seller.’’ Several regulations 
have established ceilings on the basis of maintained resale prices. 
Unless price relationships are carefully adjusted, price squeezes 
appear at various stages of the productive process. 


SCARCE MATERIALS 


Likewise in the area of control of materials, the small firm is placed 
in jeopardy. The basic fact is that a free market in these materials 
ceases to exist once an elaborate scheme of control such as the Con- 
trolled Materials Plan is instituted. Furthermore, the practice of 
channeling many materials to subcontractors through prime contrac- 
tors gives the latter the power of life or death over the small business- 
man who becomes dependent on his large prime contractor for the 
materials necessary to remain in operation. Unless checked, material 
controls generally encourage integrated operation, affiliations with 
large concerns, and favoritism in the placement of orders. All of these 
enhance the power of the large suppliers. 


SMALL BUSINESS CREDIT AND TAXATION 


The peacetime problems of small business in securing adequate 
credit and capital are further accentuated by the requirements of 
defense production. Prior to the outbreak of the Korean conflict, 
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small firms were concerned primarily over the lack of long-term 
funds with which to improve their competitive position. With the 
emphasis on defense and essential civilian production, a large group 
of small businesses sought additional working capital and funds for 
expansion to permit bidding on and producing for defense contracts. 
Other small firms not engaged in these essential fields have had to 
forego plant expansion or reduce their working capital because of 
stricter credit requirements, material and labor shortages and other 
factors which have developed during the past two years. 

In addition to the pre-war sources of financing, new lending 
programs have been established. Commercial banks and insurance 
companies have increased their credits outstanding while emphasizing 
the credit needs of concerns engaged in defense or essential civilian 
production. The Reconstruction Finance Corporation has continued 
to assist small business firms with its peacetime business loan program, 
also with an increased emphasis on defense needs. This agency has, 
in addition, been making loans for facilities expansion and working 
capital purposes under Section 302 and Section 714 of the Defense 
Production Act of 1950, as amended. In this latter section, the 
Small Defense Plants Administration has been authorized to recom- 
mend loans to small firms while the final loan authority remains with 
RFC. Guaranteed working capital loans handled by the Federal 
Reserve Banks and partial, progress, and advance payments furnished 
by Government procurement agencies have assisted in meeting the 
credit requirements of business. 

In general, all these financing institutions, both Government 
and private, have assisted small firms in meeting their production 
requirements. Many of these programs, however, include various 
restrictions or impediments which work to the detriment of small 
business. While a general statement may be made to the effect that 
most of the financial requirements of small firms engaged in defense 
and essential civilian work are adequately met, there are a sufficient 
number of obstacles encountered by these concerns in securing credit to 
demand continuous examination of the various programs and con- 
tinued assistance to the small enterprises encountering these difficulties. 

'n normal times the typical small firm depends upon the savings 
of the owner for its inception and upon the earnings of the company 
for future development of the business. The impact of high tax 
rates on current business earnings has not only affected the operating 
position of the small concern with regard to the defense period, but 
may impair its future status. The high surtax on low levels of 
corporate earnings and the excess profits tax have hindered small 
concerns in their accumulation of sufficient funds from profits to 
finance working capital and investment requirements. In many ways 
the small business bears a greater tax burden than the large concern. 
While some recognition has been made in the tax laws of the financial 
difficulties of small business, additional revisions are needed to erase 
tax inequities and to remove the relatively large tax burden imposed 
on small enterprises. 


ADMINISTRATION AND CONTROLS 


Although the practice may be necessary in specific instances, the 
recruiting of administrative personnel from industry creates more 
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dangers. Groups of competitors are allowed and even at times urged 
to meet together to agree on a common course of action in the formula- 
tion and administration of controls. In normal times this would 
frequently be in direct violation of the antitrust statutes. In effect, 
the Sherman Act has been temporarily suspended in respect to certain 
voluntary agreements. Industry advisory committees may also pro- 
vide a vehicle for common action which can have grave effects on the 
vigor of competitive activity. 

The eurtailment or elimination of many thousands of small busi- 
nesses by the wartime measures of the 1940’s warned us to take prompt 
action to prevent the recurrence of such casualties in this emergency. 
The present emergency and international crisis are different from 
the World War II period in that our Nation is not engaged in a total 
war. The continuing cold war has necessitated “stretched out’? mobi- 
lization over an indefinite period. This condition creates serious 
difficulties and dislocations in our economy because all firms and all 
industries cannot participate in defense production. Because of this 
period of “ partial mobilization” the nationally known large corporations 
get the important contracts while small companies are limited to sub- 
contracting, or suffer severe cutbacks on civilian production. 

In the absence of an alternative program for utilizing more fully 
small-business facilities in civilian production, it is imperative that the 
small-business potential be utilized to the greatest possible extent for 
defense production. In spite of the delay in utilizing the facilities of 
the smaller plants in World War II, these firms made an indispensable 
contribution to the war effort. In the early months of the present 
mobilization, some over-all determination should have been made of 
the existing potential industrial capacity of the country. This appro- 
priate action would have insured all businesses, small as well as large, 
a continuance of their operations, not only in the interest of the total 
welfare of our economy but as a guarantee for future use in the event 
of all-out mobilization. 


SMALL BUSINESS AND THE COMPETITIVE SYSTEM 


The essence of the American economic system of private enterprise 
is free competition. Only through competition can a free market, free 
investment opportunity, free entry into industry—in a word, free 
enterprise—survive. This has long been the basic principle of Ameri- 
can governmental policy toward industry and was stated succinctly 
in a recent Supreme Court opinion, which said, “The heart of our na- 
tional economic policy long has been faith in the value of competition.” 
Competition is the basic regulator of economic activity and the only 
device that enables us to avoid complete governmental regimentation. 

Small business enterprise provides the most fertile soil in which 
healthy competition may flourish. Small and independent business 
supplies the strength and vigor so necessary to the growth of our com- 
petitive forces. There is no better assurance of our ability to main- 
tain competition than a flourishing community of small and inde- 
pendent business enterprises. Any development which makes it more 
difficult for efficient small firms to survive strikes a blow at competition. 

This is not to say that competition is not possible between large 
business units. Obviously competition between them can at times 
be very keen. But large size is normally associated with fewness, 
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just as small size is associated with numbers. And competition be- 
tween a few large firms is an altogether different thing from competi- 
tion between many small firms. It is in industries dominated by the 
“big four” and the “big five’ that the problem of maintaining healthy 
competitive practices is the most acute today. It is here that we 
find the phenomena of administered prices, follow-the-leader policies, 
conscious parallelism, and all the other attributes of a disappearing 
competitive system. 

Just as small business provides a favorable economic climate for 
the development of healthy competition, so competition is the greatest 
safeguard for small business. Small business needs freedom of entry 
into new industries and occupations. It demands freedom to start 
and freedom to grow. It is dependent on personal initiative and the 
individual judgment of its owner. It must be free of controlled prices 
and restrictive practices of all kinds. Its health even demands the 
weeding out of the unfit. It must have “the right to go bankrupt.” 
It can grow only when the rewards flow to the economically fit. It is 
dependent on, as well as an important cause of, a dynamic growing 
society. For these reasons public policy in respect to the maintenance 
of competition must be a policy of supporting small-business enterprise. 


LEGISLATION AFFECTING SMALL BUSINESS 


As the role of the Government becomes more and more intimately 
connected with the operation of American business, the importance of 
Federal agencies concerned with small business has proportionately 
increased. Today the Reconstruction Finance Corporation, the 
Small Defense Plants Administration, the National Production 
Authority, the Economic Stabilization Agency (OPS, WSB, SSB), the 
Defense Production Administration and the Munitions Board, among 
others, are affecting the operation of every small business, and espe- 
cially so if a particular business deals with the Government in its 
tremendous procurement program. 

Through the years the Congress has taken a direct and specific 
interest in small business and its problems, dating back to the earliest 
tariff laws and to such fundamental antitrust legislation as the Sher- 
man Act of 1890. Over 80 bills were introduced in the Eighty-second 
Congress having a direct bearing on antitrust, monopoly, or small 
business. That this Congress saw fit to consider very few of the 
proposals presented to it, and to actually enact even fewer, does not 
necessarily indicate a disinterestedness on the part of Congress nor a 
lack of importance of the measures themselves. But it does indicate 
that many problems worthy of solution remain unsolved. 

Legislation which was passed by the Congress and holds significant 
meaning for small enterprises is discussed in detail in other chapters 
of this report. The following is a summarization of other of the meas- 
ures introduced during the Eighty-second Congress which had 
particular bearing on small business. 


SMALL DEFENSE PLANTS ADMINISTRATION 


By far the most important small-business legislation considered by 
the Eighty-second Congress was Section 714 of the Defense Produc- 
tion Act (Public Law 429, 82d Cong.), establishing the Small Defense 
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Plants Administration. The history of this legislation and the opera- 
tion of SDPA are fully discussed in Chapter VII. 


LOANS 


For a number of years the Federal Government has operated various 
agencies designed to assist business establishments in the matter of 
loans. The Reconstruction Finance Corporation, originally estab- 
lished in 1933, has for almost 20 years been one of the principal lending 
agencies of the Government. Small businesses, in the depression, 
during World War II, and in the present emergency, have received 
aid in great volume from this agency. Among the most controversial 
of the legislation proposed to alter Government organizations during 
the Eighty-second Congress were probably the many bills and joint 
resolutions designed to abolish or alter the nature of the Reconstruc- 
tion Finance Corporation. 

In the House of Representatives these proposals to abolish or 
greatly change the nature of the RFC were not considered on the Floor. 
In the Senate, after extended debate, legislation to liquidate the 
RFC was returned to the Banking and Currency Committee, there 
to expire with the Eighty-second Congress. 

In Section 714 of the Defense Production Act, as amended, the Small 
Defense Plants Administration was given the authority to recommend 
to the RFC loans for small-business concerns. 

During the second session of the Eighty-second Congress, H. R. 8551 
was introduced to provide capital and credit for small and independent 
business through privately owned corporations within the Federal 
Reserve System. This measure would have authorized the formation 
of ‘capital banking corporations” which would serve the function of 
(1) insuring banks against losses on small-business loans; (2) making 
direct loans to small business; (3) purchasing equity in small business; 
and (4) purchasing equity in local industrial development cor porations. 
No action was taken in committee on the proposal. Somewhat along 
similar lines was S. 1647 introduced in the first session, providing that 
Federal Reserve Banks could guarantee any chartered banking insti- 
tution against losses on small-business loans. Here again the com- 
mittee did not report out a bill. 


TAXES 


Many bills were introduced which were designed to reduce tax levels 
and tax rates, a few to increase them. Other bills would have amended 
such phases of tax laws as method of inventory computation, and 
would have changed various legal definitions in existing laws. But 
none of these became law. 

H. R. 934 represented one type of legislation offered to afford tax 
relief for small business. This would have allowed the taxpayer, for 
income tax purposes, to avail himself of an elective method of inven- 
tory computation, for any year between December 31, 1938, and 
March 4, 1948, and would have provided for a redetermination of his 
tax, giving effect to such recomputation. 

The proposed ‘“Tax Reduction Act of 1951,” introduced as S. 136, 
would have made substantial changes having a direct bearing on small 
business. Jt would have imposed a 10 percent normal tax on corpora- 
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tion income under $10,000 and an additional 24 percent on the amount 
in excess of $10,000. In addition, it would have imposed a 6 percent 
surtax on corporation income of $10,000 or less and an additional 9 
percent on the amount in excess of $10,000. 

H. R. 7447 would have permitted a taxpayer, for taxable years 
ending after June 30, 1952, to elect to compute his inventories at cost 
or market price whichever is lower. Any excess of cost over market 
price would be a deduction from net income. 

Another bill designed specifically for the benefit of small business 
was H. R. 4214. This measure would have permitted an individual or 
partnership of not more than ten people who are operating a business 
enterprise to treat such enterprise for tax purposes as if it were a 
corporation. All of the above measures died in committee. 

Even though it was never considered in committee, of great interest 
is a proposed amendment to the Constitution (S. J. Res. 108) which 
would have limited the levying of Federal income tax to a maximum 
of 25 percent of corporate or individual income, and would have with- 
drawn authority from the Congress to levy estate, gift, and inheritance 
taxes. A detailed discussion of the 25 percent limitation is set forth 
in the Joint Committee Report prepared by this committee in collab- 
oration with the Joint Committee on the Economic Report entitled 
“Constitutional Limitation to Income, Gift, and Inheritance Taxes.” 
Legal aspects only are discussed in the House Judiciary Committee’s 
report, ‘‘Problems Relating to State Applications for a Convention to 
Propose Constitutional Limitations on Federal Tax Rates.”’ 


PROCUREMENT 


In connection with Federal procurement, several bills were intro- 
duced in the House to give small business a “fair share,” defined in the 
bills as 20 percent, of all military procurement. None of these were 
acted upon. This committee has previously recommended that the 
military establish 35 percent as the small-business target. 

Of special concern to the many small-business establishments seek- 
ing Federal contracts have been the effects of the widely discussed 
Defense Manpower Policy No. 4. Effectuated by Executive Order 
10193, DMP-4 stirred opposition from many sources. On April 19, 
on April 26, and on successive occasions this committee, in its “W eekly 
Report,” called for the abolition of the policy. Several bills were 
introduced to statutorily enact DMP-4, but none were considered 
except as amendments to the Defense Production Act Amendments 
of 1952, in which form the plan was rejected. An amendment to 
compel the Government to cease diverting Federal procurement to 
surplus labor areas failed to pass the House by a tie vote. 


ANTITRUST LEGISLATION 


Under the general title of antitrust legislation only one noteworthy 
measure became law. This was the“ Fair Trade’’ bill (Public Law 542, 
82d Cong.) amending the Sherman Act and the Federal Trade Com- 
mission Act so as to permit minimum resale price agreements. In 
brief, the amendment permits the use of fair trade contracts which 
na be binding upon nonsigners in those States which have fair trade 
aws. 
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A number of measures were introduced to increase the maximum 
fine for violation of the Sherman Act from $5,000 to $50,000. How- 
ever, of this group only H. R. 2401 received active consideration. It 
passed the House but died in the Senate Judiciary Committee. Several 
other proposals were made to further strengthen the antitrust laws, 
among which was H. R. 278, providing an additional punishment for 
persons convicted under these laws. The effect of the new penalty 
would have been to bar such persons from serving as an officer or 
receiving any compensation from a corporation convicted in the same 
proceedings. Other measures were introduced to prevent loss-leader 
sales while at the same time providing remedies and damages for per- 
sons injured by loss-leader practices; to permit the United States, as 
well as private persons, to commence treble-damage action under the 
Sherman and Clayton Acts or to permit the United States to bring 
suit for actual damages incurred after the enactment of the proposed 
amendment; to make it an unfair labor practice for an employer to 
engage in a “monopolistic” lock-out or for a labor organization to 
engage in a “‘monopolistic”’ strike. 

‘Among the several attempts made to liberalize current restrictions 
of the antitrust laws were bills which would have made “good faith” a 
complete defense by the seller to any proceeding under the Robinson- 
Patman Act for price discrimination provided the price differential or 
furnishing of extra facilities was made to meet the practices of 
competitor. Another bill would have permitted suits against ties 
for violation of minimum resale price agreements when said retailers 
sold brand-name or trade-mark goods below such agreed prices. 


MISCELLANEOUS BILLS 


The numerous bills to terminate or drastically curtail economic 
controls were vitally significant to small business. Typical of these 
were H. R. 8178, introduced on June 11, 1952, to revoke the provisions 
of Regulation X relating to real estate credit; H. R. 8011, one of 
several bills offered to terminate price stabilization except with 
respect to those materials and services in short supply; 5. 2170 to 
amend the Defense Production Act so as to fix prices at (1) the level 
prevailing just before the date of the regulation, or (2) the level pre- 
vailing during the period January 25—February 24, 1951. This last 
measure would have made it mandatory for the regulatory agency to 
grant relief in hardship cases. Of all the bills in this group only S. 2170 
advanced beyond committee action. The bill passed the Senate and 
was reported out of committee in the House but was not considered 
on the House Floor. 

Several bills also were introduced to provide that only independent 
tire dealers could engage in the sale of new, rebuilt, retreaded or 
recapped automobile tires. 

The Fur Labeling Act, as passed (Public Law 110, 82d Cong.) re- 
quires the labeling of all furs and fur products manufactured for, or 
introduced into, commerce. Any misbranding or false advertising of 
fur and fur products is deemed to be unlawful and an unfair method of 
competition. 

For a complete listing of bills affec ting small business see supple- 
ment (82d Cong.) to Congress and the Monopoly Problem—Fifty 
Years of Antitrust Development, 1900-50 (H. Doc. 599, 8ist Cong.). 
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SCOPE AND CONTENT OF THIS REPORT 


This report of the committee is an attempt to evaluate the situation 
of small business during the Eighty-second Congress. A detailed 
examination has been made of the principal aspects of small-business 
operations today, such as procurement activities, the effect of price, 
wage, materials, and other controls, the availability of credit and 
capital, the effect of Federal taxes, the work of the Small Defense 
Plants Administration, the enforcement of antitrust laws, and, finally, 
the counseling and technical services offered small firms by offices of 
small business within the Federal Government. 

The report is an integrated document with each chapter relying on 
all chapters for a complete story. For example, Chapter V is con- 
cerned with Government procurement and is the primary chapter on 
that subject. This chapter describes procurement policies and pro- 
cedures. It weighs carefully the problems of small business in securing 
Government contracts. It criticizes procurement operations and 
proposes remedial action to accomplish many needed reforms. How- 
ever, the chapter would not be complete without brief reference to 
many of the other subjects treated more fully in other chapters. 
Likewise, it is necessary in other chapters to refer to and to analyze 
one or more aspects of the Government procurement problem. 

Each chapter of this Review of Small Business is an analytical 
approach to a recognized problem of small business. In endeavoring 
to portray accurately the results of the study encompassed in each 
chapter, the committee has explored many and varied sources of 
information. In each instance, the study of the problem has suggested 
possible solutions which are incorporated in the chapter. It is 
realized, however, that there may be other approaches and solutions 
which deserve consideration. 

The committee has not attempted in this document to enumerate 
its activities during the Eighty-second Congress. It has not men- 
tioned the thousands of individual cases in which it has been of assist- 
ance to small-business men and to Members of Congress. It has not 
delineated many of the special problems which have come before the 
committee for investigation and hearing. Neither has it listed the 
many recommendations made by the committee and adopted by the 
various Government agencies. These matters have been set forth 
in weekly, monthly, and special interim reports. In fact, it has been 
the committee’s policy to keep the membership of the House and the 
general public fully and currently informed of all activities undertaken 
in the interest of small business. 

In this document, the committee has earnestly endeavored to add 
something to the sum total of knowledge regarding small business. 
It is important, the committee believes, to view small business in its. 
proper perspective if we are to understand the objectives to be 
attained. This review is not intended as the final word on the subject, 
but it is at least a partial answer to some of the questions which have 
perplexed both Government and business for a long time. 
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CHAPTER II 
SMALL BUSINESS AND ECONOMIC CONTROLS 
INTRODUCTION 
PROBLEMS OF SMALL BUSINESS 


As indicated in Chapter I, this committee accepts the principle 
that sound public policy requires that every consideration be given to 
perpetuating the vigor of private enterprise. The prospective threats 
posed by Government- imposed controls represent a major field of 
activity to assure adequate protection for our free enterprise system. 

It is incumbent upon those in charge of forming and guiding the 
economic control program not merely to recognize the special small- 
business problems connected with controls, but also to take positive 
defensive steps to minimize the impact of these difficulties. 

A study of World War II developments provides a basis for deter- 
mining in advance some of the possible trouble spots for small business. 
One of the major areas of difficulty lies in the field of strategic defense 
materials—those metals and minerals first to feel the increased demand 
of accelerated production for military and civilian use. Inadequate 
supplies of critical materials create a multitude of complications for 
the small producer. Suppliers are faced with the decision of either 
adopting a method of equitable allocation to customers on a pro rata 
basis or building up certain customer-seller relationships by giving 
preferential treatment to the demands of heavy buyers. Unfortunately 
for the minor consumers, the latter alternative is adopted in the 
majority of cases. Consequently, the position of the smaller users 
is further jeopardized by the fact that the existing scarcity is not 
spread evenly throughout industry but, rather, is concentrated on the 
smaller firms. 

A mandatory method of apportionment through Federal regulation, 
if it is conducted properly, assures a more equitable distribution of 
scarce materials. Indiscriminate use of this authority can, of course, 
have the opposite effect of further penalizing small producers. For 
example, the limitation order, an indispensible device in materials 
control, can wreak havoc on whole classes of industry through unwise 
application. Producers of nonessential items must be given a reason- 
able opportunity to convert to more essential production and this 
change-over cannot be accomplished if supply sources are abruptly 
cut off. The limitation order must therefore serve as an incentive 
and aid in production changes, otherwise it may cause a needless loss 
of industrial capability. 

Another problem area for small business comes under the heading 
of wage and price control. Wage regulations which fail to equalize 
wage differentials between big business and small business open the 
door to labor pirating in a tight labor market. 
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In theory, at least, priee controls should be more valuable to the 
smaller concerns because of the protection offered against premium 
price operations, inflated raw materials costs, and unstable markets. 
If these advantages are obtained they outweigh the inconvenience and 
added expense which are necessitated in the form-filing and record- 
keeping requirements of Federal regulation. On the other hand, if 
the benefits are only minor by comparison and procedures become 
unduly burdensome, they create an atmosphere of frustration, dis- 
satisfaction, and uncooperativeness on the part of the subjects of 
control. As a result, productive output is affected. Incentive to 
increase the scope of operations is stultified until such time as the 
pressures are lifted. 

Price regulations present a problem similar to that described above 
on wage regulations, namely the necessity for balancing price re- 
lationships between large and small concerns; manufacturers and 
distributors; suppliers and fabricators. The latent reflection of 
increases of raw materials costs and wholesale prices in the ultimate 
retail price emphasizes the need for bringing about this balance. 
Otherwise a price freeze will catch the manufacturer or retailer in the 
impossible position of being required to absorb cost increases which 
have not yet been passed through to the consumer. The resulting 
‘squeeze’? may be unreasonably oppressive. In such event it would 
seriously jeopardize current output, or at least inflict undue injury on 
independent enterprise. Adjustment provisions, sufficiently broad 
to give adequate relief, can remedy this condition. The most satis- 
factory approach, how ever, is to minimize the number of cases re- 
quiring hardship adjustment by carefully planning the application of 
the regulation. Such foresight would also increase the effectiveness 
of adjustment provisions and relegate to them the proper function of 
dealing with a limited number of special cases. 

The need for expediency in granting hardship adjustments is far 
greater among small business concerns than among larger ones. This 
is particularly true where the need for adjustment is necessary for the 
continued survival of the firm. It is understandable how large 
organizations can better weather the long, drawn-out application for 
relief than the small operator who in many cases exists from week to 
week, or month to month. The urgency of handling small business 
relief applications becomes a major factor, therefore, in continuing 
the uninterrupted flow of goods and services which these enterprises 
are capable of producing. 

The existence of onerous record-keeping and reporting requirements, 
common to both wage and price regulations, can have more than a 
nuisance value if they are permitted to reach the stage where additional 
administrative or clerical help is needed to make compliance possible. 
Likewise, an absence of simplified rules and regulations works against a 
spirit of cooperation and complicates enforcement of these rules. It is 
a known fact that the great percentage of noncompliance cases stems 
from misunderstanding or lack of understanding on the part of the 
persons subject to regulation. 

Aside from direct controls mentioned in brief above, small business 
has an additional cause for concern from indirect measures. Credit 
restraint presents such a threat if it is unduly restrictive. Unless 
credit policy is sufficiently flexible to permit prudent lending and 
buying, it can exert a substantial check on production expansion in 
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defense and defense-supporting industries. Small business, in general, 
would feel the brunt of such failure because of its limited money sources 
and relatively weak credit position. 


PURPOSE AND CONTENT OF CHAPTER 


The above discussion generalizes as to the probable and possible 
dangers to small business from economic controls. The following 
sections will attempt to point out specific threats and those which 
appear to be in the process of germination. The study has been 
limited to control measures having a consequential and widespread 
effect on small business. Salary stabilization, for instance, is not 
taken into consideration because of its relatively minor stature among 
other small-business problems. In like manner, only two aspects of 
credit policy are brought under discussion—installment and con- 
struction credit restraints. It is hoped that by consolidating these 
problems, the committee can properly emphasize their true scope 


and effect and, perhaps, provide a basis from which an attack may 
be launched against underlying causes. 


STATUTORY BASIS FOR PRICE, WAGE, MATERIALS AND CREDIT 
CONTROLS 


THE DEFENSE PRODUCTION ACT 


On July 19, 1950, the President reported to the Congress on the 
actions taken by the United States Government to meet the aggression 
in Korea. At that time he recommended the delegation of new and 
necessary authority for the purpose of protecting the foundations of 
our civilian economy, and also to counteract any developments which 
would impede the military effort. The first emergency control meas- 
ure requested pertained to authority to allocate and distribute critical 
materials necessary for the Nation’s defense. Secondly, he recom- 
mended the adoption of general measures to compensate for the growth 
of demand caused by the expansion of our military production. He 
stated, however, that should a sharp rise in prices make it necessary 
he would not hesitate to recommend the more drastic measures of 
price control and rationing. (This recommendation was unnecessary 
inasmuch as the House Banking and Currency Committee introduced 
an amendment to the original Defense Production Act bill providing 
for Wage and Price controls.) As a supplement to these direct 
actions the President pointed to the need for restrictions on consumer 
and real estate credit to work indirectly in reducing the upward pres- 
sure on prices. These various controls in combination with each other 
were considered to be the minimum required to retard the upward 
trend then evident and at the same time create an effective method of 
minimizing the disruptions expected to occur in the months ahead 
when the full impact of increased Government expenditures, together 
with a concomitant decrease in the production of civilian goods, would 
be felt. 

On September 1, 1950, the Congress passed and sent to the President 
for signature, H. R. 9176, the Defense Production Act of 1950. This 
bill was signed into law on September 8, and immediately went into 
effect as an anti-inflationary weapon (Public Law 774, 8ist Cong.). 
At the time the law was enacted it was looked upon mainly as an 
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interim measure. It provided an instrument for bridging the gap 
between top-heavy demand and short supply. In effect, the Act was 
made necessary by inadequate production. As soon as industrial 
facilities reached the point where they could supply the total needs 
of the economy, the control authority was to be abrogated. 


Materials 


Under Title I of the Act the President was given the specific power 
to channel materials into military production. Authority to allocate 
materials and facilities was delegated in broad terms. He was 
permitted to assign priorities for the production of certain items over 
others deemed less essential; he could require suppliers or producers 
to give prior acceptance or performance on specific defense orders in 
place of those considered of secondary importance to the defense effort. 
The ability to direct the use of vital materials was needed to cope with 
the serious steel shortage which had developed even before Korea. 
With the advent of UN participation in the conflict, the situation 
became more acute. The objectives of the military preparedness 
program could not be realized without the authority to channel 
heavy tonnages of steel and other materials into defense work. 
Requisition 

Title Il of the Act represented a stand-by device to compel 
hoarders to give up excessive supplies of materials accumulated prior 
to the imposition of controls. . In brief, the Title gave the President 
power to requisition materials or facilities immediately necessary for 
the national defense. It also served a second function of providing 
a means of controlling black market operations. In its latter role, 
the Congress felt that the normal supply lines of basic materials could 
be better protected under this provision than under price control 
enforcement. This provision also offered a means of recovering scarce 
materials from hoarders. In general, however, the power of requisi- 
tion was rigidly limited. For example, before using the authority, 
the President was required to make a showing that it was impossible 
to obtain the property elsewhere on fair and reasonable terms. ‘The 
owner of the property was further protected by being given the right 
of re-acquisition after its use was no longer needed, and also to question 
the determination of compensation paid under the initial requisition. 


Prices and VW ages 

Title IV contained the most far-reaching authority given to the 
Executive under the Act. The first section of the Title (401) outlines 
the objectives which Congress had in mind in setting up these control 
powers— 
To prevent inflation and preserve the value of the national currency; . . . to 
stabilize the cost of living for workers and other consumers, and the costs of 
production for farmers and businessmen; to eliminate and prevent profiteering 
. - . to assist in maintaining a reasonable balance between purchasing power 
and the supply of consumer goods and services .... 
This title — the power to stabilize prices and wages through regu- 
lations. The imposition of price controls was limited to situations 
where the President could make a finding that: (1) the price of the 
commodity in question had risen or threatened to rise unreasonably 
above its pre-Korea level; (2) that such a price increase would mate- 
rially affect the cost of living or the national defense; (3) that price 
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control of this commodity was necessary to effectuate the purposes of 
the Act; (4) that it would be both practicable and feasible to place this 
commodity under controls; and (5) that the established ceiling price 
would be generally fair and equitable to sellers and buyers of such 
commodity and to sellers and buyers of related or competitive 
commodities. 

Wherever price ceilings were to be fixed on certain commodities or 
materials, it became mandatory for the President to act simultane- 
ously in stabilizing wages and salaries in the industry producing the 
controlled commodity. 


Credit Control 


Title VI represented the delegation of authority to the Federal 
Reserve Board to exercise consumer credit controls in accordance with 
provisions heretofore set out in Executive Order 8843. It also au- 
thorized the President to regulate real estate construction credit 
through minimum down payments, maximum maturities and other 
standards. The President was directed to give consideration to 
certain factors in implementing this field of jurisdiction. These factors 
were: (1) the level and trend of real estate construction credit, (2) the 
effect of the use of said credit upon purchasing power and demand, 
(3) the need for the maintenance of sound credit conditions, and (4) 
the needs for increased defense production. 


Safeguards for Small Business 


The Congress was particularly emphatic about declaring its intent 
that small business and free competition must be given continuous and 
careful consideration in the implementation of the emergency control 
measures authorized under the Act. Several pointed statements to 
the effect that competition must be protected showed clearly that Con- 
gress was aware of the probable injury to our free enterprise system 
under an emergency mobilization program. 

In connection with the exercise of price and wage controls, we find 

under Title IV, Section 401, the following language: 
... It is the intent of Congress that the authority conferred by this title 
shall be exercised in accordance with the policies set forth in section 2 of this Act, 
and in particular with full consideration and emphasis, so far as practicable, on the 
maintenance and furtherance of the American system -of competitive enterprise 
including independent small-business enterprises . . . and the maintenance and 
furtherance of the American way of life... . [Emphasis supplied] 

A third, and more lengthy reference by the Congress to the need of 
giving adequate consideration to small business is contained in Section 
701 of the Act. 

The section began with the statement: 

It is the sense of the Congress that small-business enterprises be encouraged 


to make the greatest possible contribution toward achieving the objectives of this 
Act. 


This principle was enlarged upon with specific directives to the 
President to provide small business with full information concernin 

those sections of the Act relating to small business. In addition, ful 
information was to be given smaller producers concerning the activities 
of the various agencies carrving out the functions set forth in the Act. 
The normally distant relationship between small business and Govern- 
ment was seen to be a unique problem in itself. If these smaller firms 
were to be successfully integrated into a national defense program, it 
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was essential that efficient channels of information be devised to link 
small-business operations more closely with Government planning and 
control. 

The Congress also provided that small business would be able to 
have a voice in the formulation of rules and regulations pursuant to 
the Act. Section 701 seemed to furnish an assurance that independent 
enterprises would be fairly represented on industry advisory com- 
mittees. This assumption, however, has not materialized in the 
formation of committees by some of the emergency agencies. 

Recognizing further that the impact of the defense program would 
be more quickly and more heavily felt by smaller concerns, Congress 
required the administrators of authority to grant exemptions from the 
ramifications of controls to small firms where feasible. It also required 
these same administrators to give expeditious treatment to the re- 
quests, applications or appeals of small business—the results of per- 
functory processing being only too well known. This section was 
meant to eliminate the interminable delays and profuse red tape which 
frequently accompany a mass-scale administration of orders. 

Looking at the Act as a whole, it would certainly appear that every 
reasonable assurance was given for the preservation and protection 
of small-business enterprises. The policy and intent of the Congress 
was clearly set out; detailed provisions were made to eliminate so far 
as possible the undesirable consequences of controls. The extent to 
which these objectives were attained is described in following sections. 


OTHER STATUTES 


Prior to the passage of the Defense Production Act of 1950, there 
was little existing statutory authority to permit the institution of 
more speedy counter-inflationary measures. The Federal Reserve 
Board, under the broad authority contained in the Federal Reserve 
Act of 1914, as amended, was in a position to impose limited credit 
restraints. The first such action was the restriction of business credit 
through the media of raising rediscount rates from 1% to 1% percent. 
Pursuant to this same authority , the Board, in January 1951, ‘nereased 
the reserve requirements of member banks by 2 percentage points. 
This latter order had the effect of withdrawing two billion dollars 
from the credit market. 

Under the Securities and Exchange Act of 1934, the Federal Reserve 
Board was empowered to fix margin requirements on the buying or 
carrying of listed securities. To minimize stock speculation during 
the post-Korea emergency period, the Board exercised this power by 
raising margin requirements on stocks irom 50 to 75 percent, effective 
in January 1951. 

The first effort toward the limitation of housing credit was made on 
July 19, 1950, when the President directed that more strict mortgage 
terms be imposed on Government guaranteed residential loans. ‘This 
directive was complemented on August 4, 1950, by a policy pro- 
nouncement of the Federal Reserve Board urging all private lending 
institutions to defer non-essential lending and to channel all available 
credit into more essential defense purposes during the emergency. 
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PRICE CONTROL 
DEVELOPMENT OF THE PRICE CONTROL PROGRAM 


The Economic Stabilization Agency was established through 
Executive Order on September 9, 1950. At the time of its formation, 
buying had subsided to a level of relative normalcy. For this reason, 
the Agency took no immediate action for direct price control. It was 
not until the second wave of price increases began to appear that an 
emergency control program became necessary. 

The Director of Price Stabilization did not take office until December 
12, after the November price spiral had set in. Very soon after his 
appointment, a plan was formulated to put through a series of volun- 
tary agreements with the leading basic producers to hold a price line. 

As a supplement to this, the agency issued a set of voluntary 
standards for other producers to follow in setting their prices. Both 
of these media of price control were inadequate to achieve any degree 
of price stabilization. In fact, they seem to have had the opposite 
effect through stimulating a fear of inflation. When, in fact, these 
inflationary trends began to increase, it became apparent to the 
Director of Price Stabilization that direct controls were needed. 
Accordingly, this authority was requested and received from the 
ESA Administrator on January 2, 1951. 

The General Ceiling Price Regulation was imposed on January 26, 
1951, at a time when the momentum of inflation was getting fully 
underway. The results following the issuance of the general freeze 
order were rather startling. Almost immediately scare buying 
dropped off. This was due in part to the restored confidence of 
prospective buyers in the belief that prices could not advance further. 

It would be inaccurate to claim that the general price freeze put an 
absolute—even though temporary—stop to price increases; however, 
it did exert a substantial “braking” effect. Although the price freezing 
action was not solely responsible for the slow-down of inflation, it is 
noteworthy that following GCPR, prices increased at the rate of only 
one-quarter of 1 percent per month, compared to the figure of 1 
percent a month which had prevailed prior to that time. In actuality, 
therefore, the price control program has been more effective in con- 
trolling than in stopping inflation. 

The Office of Price Stabilization realized at the outset that GCPR 
was merely a temporary measure; a form of stop-gap control which 
would give the agency time to organize and deal with the problem on 
an individual industry basis. Undoubtedly, many inequities resulted 
from GCPR which could not be handled other than through “‘tailored”’ 
regulations. These particular regulations were necessary to deal 
with the problems peculiar to different industries and commodities. 

The era of “tailored” regulations was rather slow in materializing. 
Consequently, the emphasis shifted from individual industry regula- 
tion to a form of intermediate regulation which would provide for 
some adjustment to rectify the mistakes inherent in the general price 
freeze. Only a few regulations of this type were developed to take 
care of major problems involving large numbers of retailers or to 
deal with specific commodities having a direct impact on the eost of 
living. For example, the Retailers Regulation (CPR 7) was issued 
on February 27, 1951, and covered a vast multitude of items. At 
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the time of its promulgation, it covered approximately 200,000 
retailers. Two months later, the regulation was amended to take in 
an additional 75,000 retailers. A series of three regulations covering 
the food wholesalers and retailers was also designed to correct in- 
equities and to adjust excessive margins which prevailed under 
GCPR. 

On April 25, the Manufacturers General Ceiling Price Regulation 
was applied to some 75,000 firms. This order utilized a formula which 
permitted the individual manufacturer to increase his pre-Korea 
price by adding certain direct cost increases up to specified cut-off 
dates. This exemption from GCPR was a further attempt to match 
control regulations’ more closely with the actual pricing practices of 
particular industries. 


SPEGIAL RECOGNITION OF SMALL BUSINESS NEEDS 


The authority conferred under Title IV of the Act, relating to Price 
and Wage Stabilization, covered a larger number of small-business 
concerns than any of the other powers given under the Act. Under 
OPS regulations, manufacturers, distributors, retailers, service estab- 
lishments—virtually every form of business having something to sell 
to the public—were required to price their products or services. 

To confrom to the basic principles set forth in the statute for the 
protection of independent enterprise, certain specific efforts were made 
by the OPS to determine the special problems facing small business. 
Under the retail pricing regulation, for example, smaller firms were 
eventually given the opportunity to choose between the new regula- 
tion and the old GCPR. Actually, in many cases this turned out to 
be no choice at all. Under GCPR, the operator was faced with 
decreased profits, caused by an absorption of increased costs. On 
the other hand, the use of CPR 7 might permit a larger margin of 
profit than that attainable under the general freeze order, but the 

rofit benefits were nullified by the extra administrative expense 
incurred in handling the extensive bookkeeping and paper work re- 
quired by the new regulation. Either way it appeared to be a losing 
proposition. 

Manufacturers pricing under CPR 22 and CPR 35 were also allowed 
to use GCPR for purposes of computation if their yearly sales did not 
exceed $250,000. Those whose sales did not exceed $1,000,000 yearly 
were provided with a simplified method of applying for adjustment 
under the so-called ‘“‘Capehart Amendment.” 

Again, small restaurant owners doing a yearly business of less than 
$24,000 were given a partial exemption from the record-keeping 
provision of CPR 134, the Restaurant Order. Likewise, in the case 
of food stores, OPS has allowed small business to charge higher prices 
than the chains and supermarkets on the ground that smallness in 
this industry has traditionally justified price differentials. 

Mention should also be made of the establishment of a special 
office solely in the interest of small business. Early in the program, 
the Director of OPS appointed an Assistant for Small Business whose 
primary function was to represent small business in the formulation of 
policy and drafting of regulations within OPS. Later, small-business 
representatives were appointed in the regional and district offices to 
provide a ready source of information and assistance to small concerns 





eos @® SBeOmMmOOMWS ost 


az 


= Df a © 


S® 2A het = 4 


— pin th a ttt te oe Oo a2 fe awe 








REVIEW OF SMALL BUSINESS 23 


throughout the country. One of the duties delegated to the small- 
business representatives has been the preparation of quarterly reports 
to the national office, describing the general impact of the price control 
program in their particular areas, outlining the operating weaknesses 
of particular regulations and offering recommendations or criticisms 
of pricing methods as they apply to small business. The last-named 
function could of itself be extremely valuable to the agency. It offers 
a means of studying the ultimate effects of regulations at the grass 
roots level. 


Office of Assistant Director for Small Business 

With respect to the Office of Price Stabilization, the committee 
wishes to draw particular attention to the service rendered to small 
business by the Office of the Assistant Director for Small Business. 
Despite active opposition from various operational and division levels 
within the agency, this Office has marked up a number of achievements 
which have tended to lighten the burdens carried by many smaller 
enterprises under the price-control program. Considerable progress 
was made in revamping the draftsmanship of regulations so as to make 
them more intelligible to the average businessman. In many in- 
stances, where specific regulations dealt with small business unfairly, 
revisions were obtained promptly to correct the situation. 

The Office of the Assistant Director for Small Business is deserving 
of the highest praise for its spirited efforts to make OPS “‘small business 
conscious.”” Unfortunately, the full effectiveness of this Office was 
never realized because of the interference of intra-agency factions. 
It can be said, however, that the interests of the small businessmen 
were given the greatest protection possible under the circumstances 
and the foundation was laid for a worth-while small business program. 


EFFECTS ON SMALL BUSINESS 


In the spring of 1951 this committee conducted a series of field hear- 
ings on the problems of small business related to the national emer- 
gency. One of the important phases of these hearings was to learn 
the effects of the price-control program on small business. Some 29 
cities in 23 States were covered. A similar fact-finding study, limited 
to a much smaller area, was conducted by the District Office of OPS 
in Providence, R. I., in February 1952—almost a year after the com- 
mittee began its field hearings. It is interesting to note that many 
of the findings made by the District Office, as to what constituted the 
major problems of small business under price control, paralleled the 
conclusions formed by this committee from its discussions with small 
businessmen throughout the country. 


Delay in Granting Adjustments 


One of the chief criticisms had to do with the inadequacies of the 
individual hardship case program during the early stages of OPS. 
In spite of the direct mandate of the Congress, and that of the Presi- 
dent specifying that the hardship complaints of small business should 
receive prompt and equitable consideration, the OPS failed to meet 
this problem during its first 6 months of operation. It appears that 
too frequent use was made of the words ‘‘so far as practicable’’ as 
a means of evading the direction of the Congress. In the absence of 
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prompt remedial action, many firms were faced with the alternatives 
of either going out of business or acting in violation of the regulation. 

The promulgation of GCPR marked the beginning of price controls 

and it also represented the beginning of a multitude of problems for 
small businesses subject to the program. By way of background it 
must be remembered that many small-business concerns responded 
affirmatively to the plea of the ESA Administrator when he asked 
that the price line be held as of December 1, 1950. The standards 
which were issued by ESA as criteria for holding this line— 
served notice upon all sellers affected by the standards that any official price 
action hereafter taken will make use of a base period ending not later than Decem- 
ber 1, 1950, and that no seller will derive any advantage under the regulations 
from price increases after that date. 
This statement not only assured businessmen that if they were to 
adopt the pricing standards, they would be protected at the Decem- 
ber 1 level, but it even went so far as to say rollbacks below the Decem- 
ber 1 level would be made if necessary to preserve the status of partici- 
pating producers who were depe ndent on these prices as elements of 
cost in their manufacture. Contrary to this pledge, the general freeze 
on January 26, 1951, pegged prices at the highest levels prevailing 
between December 19, 1950, and January 25, 1951. This announce- 
ment not only violated a moral obligation, but it actually discrimi- 
nated against a large group of public-spirited businessmen in favor 
of the profiteers who successfully raised their prices in anticipation of 
the freeze. No reasonably prompt effort was made to lift this penalty 
from the shoulders of the firms who, in good faith, tried to slow down 
the pre-freeze price ascension. These concerns had a long wait before 
they were allowed to apply for adjustments which would restore them 
<o the same relative position they lost under GCPR. Nothing of 
course was ever done to compensate them for the interim period of 
loss. 

In the period following GCPR, the general policy in OPS was 
against the allowance of any price increases except to the minimum 
extent required by law or for exceptional reasons of stabilization policy. 
During this time the so-called “Johnston Earning Standard” was 
formulated as a method of granting relief on an industry-wide basis. 
This standard permitted increases to the extent necessary to allow 
an industry to earn, before taxes, profits equal to 85 percent of those 
in the best 3 out of 4 years of 1946 to 1949, inclusive. Such a formula 
offered little hope to small individual companies who were being 
squeezed below the 85-percent level. As long as the industry, as a 
whole, was not falling below this standard the individual companies 
were in no position to seek price relief. 

An example of some of the specific objections made to these 
“alleged” adjustment provisions can be taken from the reports filed 
by OPS District small-business representatives. One such report 
referred to the adjustment provision in CPR 34 as— 


of littlé value since the applicant must await approval from the national office 
before the adjustment is finally allowed. 


This report goes on to point out that pees of wage and cost 
increases do not wait for OPS approval but continue to build up 


during the a of delay. This same complaint has been registered 
in almost identical language for other adjustment provisions. 
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Even under the current tailored regulations there appears to be no 
simple procedure whereby an applicant can approach the Agency 
and expect to have his request acted upon within a reasonable length 
of time. The technical procedures must be strictly followed, and in 
many cases this means that small businesses must apply and re-apply 
in order to have their requests filed properly. This delay, of course, 
imposes a tremendous hardship on a concern whose need for relief is 
immediate. It merely prolongs the agony and eventually can cause 
him to liquidate his business. 

Complex Pricing Formulae 

One of the more frequent complaints received by this committee 
from small businessmen throughout the country points to the reed 
for simplified pricing procedures and elimination of the legalistic 
terminology that is so much in evidence in current regulations. 

Tradesmen in the retailing field have remarked that the rete ilers 
regulation, CPR 7, discriminates against the small-business retailers 
who are not departmentalized. The job of applying the pricing rule 
becomes a monumental administrative task for small retailers. A 
report submitted by one of the OPS District offices showed that 75 
percent of the pricing charts fled under CPR 7 contained major de- 
fects. An additional 10 percent contained technical errors. 

Despite the provision of the Defense Production Act stating that 
customary practices of the trade should not be disrupted, it appears 
that little effort hasbeen made to adopt price controls in accordance 
with normal and fixed business practices. There is widespread belief 
that the mandatory pricing rules of CPR 7 are contrary to customary 
trade practices. 

Another problem which is rather general involves the overlapping 
of two or more regulations. Small retailers in the construction and 
service fields continue to be greatly confused by the existence of this 
situation under CPR 34 and CPR 93. It is difficult to understand, 
and more difficult to apply, the proper pricing rulé in situations in 
which the same item is to be priced under one regulation if sold in con- 
junction with a contract job and priced according to another regula- 
tion if sold over the counter. The regional offices, themselves, have 
been unable in many instances to determine which regulation is to 
be applied. 

Closely akin to this overlapping difficulty is the need for a General 
Small Retailers Regulation to take care of the small operators who 
are presently gove ‘ned by several regulations. The type of retailing 
establishment to benefit most by an all inclusive order would be the 
small “mom and pop” type country store that deals in everything from 
adzes and aspirin to yams and yarn. As it is today, these store 
operators face a veritable impossibility in giving any sort of adherence 
to price control measures. This is one case in which a regulation would 
be drafted almost solely for the purpose of taking care of small busi- 
ness. Since September of 1951, the Agency has promised to issue such 
a regulation, but as late as November 20, 1952, no order had made its 
appearance. As of the time this report is being written, the Agency 
has announced that— 


considerable progress has been made in the direction of solving the problem of 
multiplicity of regulations affecting small business. 


Nevertheless, little change is evident. 
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Onerous Record Keeping and Reporting Requirements 

From the very first, the tailored regulations have required a massive 
accumulation of business records and the filing of detailed reports of 
operations. Retailers have frequently raised the question to this com- 
mittee of why they should file pricing charts when their sales prices are 
far below ceiling. Field reports from OPS district offices show that 
many small operators have elected to remain under the provisions of 
GCPR even though in so doing they place themselves in a worse 
selling position, from the viewpoint of obtaining a greater profit, than 
would be possible under CPR 7. The primary motive in making this 
choice seems to be the desirability of avoiding the extensive and com- 
plicated reporting requirements of CPR 7. 

A further cause for difficulty in complying with filing requirements 
arises from the fairly general condition in small-business firms of 
inadequate business records. Without having established an efficient 
record-keeping system, the small operator finds that he is seriously 
handicapped in assembling accurate records of current or past opera- 
tions. This creates a further complication in that it can penalize the 
operator with respect to his base period prices. OPS demands that 
an applicant substantiate his contention of base period prices with 
adequate records. 


Premium-Price Markets 


Price control was accompanied by an upsurge in gray market 
operations, most evident in the metals field. As was pointed out in 
earlier sections, the GCPR froze numerous market distortions into a 
state of rigid immobility. Many unscrupulous metal dealers antici- 

ated the coming price freeze and jacked up their prices to abnormal 
wate 9 solely for the purpose of establishing a base period history of 
high sales. Such items as steel, copper, aluminum, nickel, scrap metal, 
and others were naturally the subject of great demand during the 
early stages of our defense production program. In many instances 
brokers were selling their materials at from two to five times the 
regular price—and were still immune from legal prosecution. 

This condition threatened small business from two directions: 
first, the mere existence of the premium-price profiteers showed that 
appreciable quantities of materials were being diverted from normal 
marketing channels. This further aggravated the already critical 
shortage and lessened the chances of the small user of obtaining his fair 
share. Secondly, the small operator was under a handicap from the 
very start if he was forced to buy his raw materials in the gray market. 
To meet the competition of larger producers, the small businessman 
frequently relies on his ability to undersell his competitors. Should 
he be forced to purchase his materials at double or triple their ordinary 
costs, he is faced with a probable loss of sales. The larger consumers 
of materials are not confronted with this situation for several reasons. 
Ordinarily either they have firm contractual arrangements with their 
suppliers or they have built up stroag buyer relationships because of 
their large purchases which exert a strong influence on suppliers who 
recognize the value of retaining large accounts. 

Those in charge of the price control program were slow in plugging 
the technical loophole in the price regulations which permitted this 
situation to exist. The pleas of industry for a system of ceiling mark- 
ups were turned aside for several months. This committee made 
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repeated recommendations to the agency that regulations be drafted 
to curb these gray market activities. Finally, on November 24, 1951, 

the steel warehouse order was issued. In other words, ten months were 
permitted to elapse without any affirmative action being taken against 
an unfortunate set of circumstances. During this period many small 
metal fabricators had been forced to close up shop because of the lack 
of materials. This shutdown of productive capacity was in many 
instances final because of the accompanying loss of skilled workers 
who had drifted into new lines of industry. The measure of the dam- 
age done goes far beyond the case of the individual firms involved 
because it means a loss of production vital to the defense effort. 

Price Controls and Production—Machine Tool Case 

While the main objective of price regulation is to exert direct 
counter-checks against forces of inflation, a secondary function can 
be the control of production as was done during World War II. 
Prices can be so manipulated as to provide an incentive for the 
production of essentials, or a deterrent to the output of less important 
items. Unfortunately, the same operation can work in reverse 
through lack of planning or lack of foresight. Such an occurrence 
actually happened, as described below. 

The general price freeze of January 26, 1950, caught the machine 
tool industry in a state of depression. The demand for machine tools 
after World War II fell off steadily until June 1950, when there were 
less than 38,000 workers employed in the industry. Indicative of the 
drop in sales from the peak war year of 1943 is the fact that the total 
sales in 1949 were less than one-fourth of those made during 1943. In 
fact, the number of tools manufactured during 1950 was less than 
one-half the number produced in 1940. This depressed state of 
affairs was reflected in the base period imposed under GCPR. Handi- 
capped with an abnormally low price base, as compared with other 
segments of the economy, the machine tool manufacturers had little 
incentive to expand production. 

The Director of Defense Mobilization realized that expeditious 
and vigorous action was necessary to break this bottleneck if the 
defense program were to go ahead on schedule. Accordingly, on 
July 9, 1951, a directive was issued to ESA and other defense agencies 
stating that— 
immediate steps should be taken to enable metalworking tool builders to devote 
their entire energies to production, to provide them with genuine incentives for 
all-out production. . . . 

Specific measures were prescribed to cure this condition, the first of 
which was the directive that— 

(a) The Office of Price Stabilization shall modify price controls on new metal- 
working tools to give metalworking tool builders the stimulus to expand their 
production for essential needs. 

OPS responded by issuing General Overriding Regulation No. 15 on 
July 16, 1951, permitting the tool builders to adjust their ceiling 
prices so as to realize a profit return equal to 80 percent of their 
average rate of return over the years 1938 through 1948. The regula- 
tion also assured the manufacturer of a minimum of 5.5 percent profit 
on every tool built. More particular attention was given to the 
problem in Supplemental Regulation No. 2 to CPR 30, issued August 
21. 1951. This Supplementary Regulation provided for a 12 percent 
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increase in the base period price plus adjustment for increased labor 
and material costs. 

On the whole, this delayed action put the industry back on its feet, 
but it is a perfect example of how delay in revising inequitable regula- 
tions can effectively curb production and create a state of frustration 
and economic chaos. Fortunately, in this instance, the industry was 
able to recover its potency after suffering only minor damage. But 
the paralysis of inept price regulation can be more lasting, and where 
small business is involved, it is more likely to be permanent because’ 
of the shallow reserves of most small-business establishments. 


WAGE CONTROLS 
NATURE OF THE WAGE PROGRAM 


A system of effective wage regulation is an essential support to 
price stabilization and was treated as such in the Defense Production 
Act in the mandate that wage regulation would be a concomitant to 
price control. Consequently, the general price freeze on January 26, 
was accompanied by a general wage freeze. As with price control 
this general freeze on wages was merely an emergency stop-gap 
measure to be followed with more specific and more equitable meas- 
ures. In the interim between the general freeze and the issuance of 
“tailored” regulations, the Wage Stabilization Board had to formulate 
a wage policy for future action. 

The administrative difficulties presented by the wage control pro- 
gram were similar to those encountered in price control. For instance, 
an intermediate method of regulation had to be formulated to provide 
relief for the hardships which were created by the freeze order of 
January 26. “Catch up” and other formulae were adopted by the 
Board to provide general authority for the negotiation of wage 
adjustments up to 10 percent over the levels prevailing on January 
15, 1950. 

The functioning of the Board was abruptly stopped on February 
15, 1951, when the labor members resigned. This period of inac- 
tivity lasted until April. During the time in which the Board re- 
mained inoperative, policy decisions made prior to the internal 
disturbance remained in effect and work was carried on by the agency 
staff within the boundaries of these fixed standards. However, the 
absence of an actively functioning Board did, of course, create a 
heavy backlog of cases which constituted a major hindrance to later 
operations. This accumulation of work grew to such proportions 
that it nearly ham-strung the entire wage stabilization program. In 
the latter part of May, the backlog amounted to some 3,000 cases 
and new petitions were being received at the rate of 100 daily. 


EFFECTS OF WAGE CONTROL 


The inequities which were frozen into the wage structure of the 
economy by the general order of January 26 could be lifted only by 
affirmative action in the form of amending regulations or individual 
adjustments. Both of these solutions were late in developing. As a 
result, considerable hardship was felt in all segments of industry and 
most particularly ‘by the small businessmen ‘who were less able to 
wait for remedial action. Instances have been cited to the committee 
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wherein small firms have been awaiting an adjustment from 6 to 12 
months. It was virtually impossible for most of these firms to hold 
their labor force for such long periods. Hardship adjustments 
should, of course, be handled on an individual basis. But when 
administrative machinery breaks down at a crucial point in the 
program and it becomes obviously impossible to give equitable relief 
through individual treatment, then some general provision should be 
made whereby classes or groups of industry can obtain relief. No 
such provision was made in these circumstances. 

During the first half of the year 1951 the Board had not been able 
to develop a wage policy which would permit it to formulate a balanced 
program specifically designed to achieve stabilization objectives 
with a minimum of administrative complexities. In the absence of a 
plan of action the main function of the Board was to handle the 
confusion created by the arbitrary freeze. This rear guard action 
continued until the late summer of 1951 when the Board finally drew 
up a wage policy to take care of future requirements and also to 
remove past inequities. A considerable part of this new wage stabili- 
zation policy was in the nature of self-administering regulations. 
Adjustments within certain limits were permitted without prior 
Board approval. Other automatic wage adjustments were made 
conditional upon the Board’s acceptance of proof offered by the 
applicant to meet the exacting requirements of specific regulations. 

The House Committee on Education and Labor submitted a report 

to the House of its investigation of the Board’s activities and one of the 
comiittee’s conclusions was that 
the policies and regulations of the Wage Stabilization Board have been unusually 
liberal in an emergency period. As applied to “petition’’ cases, they have been 
extremely liberal and as interpreted and modified in dispute cases, they have been 
highly unstabilizing and inflationary (H. Rept. 2190, 82d Cong., p. 18). 
The committee report criticizes many of the aspects of self-administer- 
ing regulations. For one thing, they are alleged to have the tendency 
to establish minimum wage levels. It is contended further that the 
wage stabilization process, coupled with disputes settlement, tends 
either to stimulate greater increases in labor costs or to promote more 
strikes than otherwise would occur. The committee found further 
objection in the Board’s policy of formulating decisions solely on wage 
facts and without knowledge or information as to their effect upon 
prices. The committee points out that wages and prices are so inter- 
related that in order to stabilize either, it is absolutely necessary that 
the regulation of one reflect consideration of probable consequences on 
the other. Failure to recognize the inter-relationship of these two 
programs is to remove all possibility of effecting a national wage-price 
stabilization policy. 


AIDS TO SMALL BUSINESS 


In retrospect, it is seen that small business was quite materially 
affected by the early part of the wage stabilization effort. The great- 
est impact was felt in the manufacturing and fabricating fields closely 
keyed to defense production. In these areas the demand for experi- 
enced labor was quite heavy and considerable competition existed in 
bidding for the skilled wage earners’ services. 
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The reconstitution of the Board on May 8, 1951, resulted in several 
actions which helped conditions generally. Special provisions were 
set up allowing preferential treatment to firms with ten or less em- 
ployees. Staff members were delegated the authority to approve cases 
in this category without going through regular procedures (obtaining 
committee approvals, etc.). Later on with respect to bonuses, pen- 
sions, health and welfare premiums, staff approval was permitted on 
applications submitted by employers of fifty or less employees. This 
type of action was further augmented by a more liberal delegation of 
authority to the Executive Director by the Board to handle wage 
adjustment applications of small-business concerns. On its face, this 
policy would appear to be adequate. However, when considered in 
light of the delay encountered in obtaining a final adjustment, it shows 
that more satisfactory solutions should have been devised. In previous 
paragraphs it has been pointed out how the backlog of cases has grown 
from month to month. 


SMALL BUSINESS AND CONTROL OF SCARCE MATERIALS 


THE IMPACT OF MATERIALS CONTROLS ON SMALL BUSINESS 


The industrial mobilization of a private enterprise economy re- 
quires far-reaching controls over the distribution and utilization of 
many essential raw materials. Production for defense purposes 
creates many new demands and makes many profound shifts in the 
type and quantity of goods needed by industry. Supply normally 
cannot respond with sufficient rapidity to prevent many acute short- 
ages from developing. In some instances supply may be actually 
curtailed. The success of the whole defense effort may depend on 
the wise and rigorous channeling of the available supply into the most 
essential needs. 

This control of scarce materials cannot be achieved without a drastic 
interference with the operations of our industrial system. As with 
price control, free choices cannot be allowed. The determination of 
the type and quantity of goods to be produced cannot be left to in- 
dividual decisions but becomes a governmental function. As men- 
tioned in Chapter I, competitive relationships are profoundly dis- 
turbed. A type of regimentation arises which is violative of the basic 
principles of free enterprise. 

It is essential, therefore, in any program of control of materials 
to reduce to a minimum the impact of control on the industrial struc- 
ture and competitive relationships. The first test of any system of 
control is no doubt the extent to which it contributes to the production 
of war material. But only slightly less important is the ultimate 
effect on our entire economy. Centnda must be judged by the extent 
to which they preserve or at least do not interfere with the basic 
pattern of our economic institutions. 

In this endeavor to preserve the basis of free enterprise, no factor 
is more important than guarding against unnecessary injury to small 
and independent business. In Chapter I it was pointed out that the 
small businessman is particularly vulnerable in the face of a general 
shortage of materials. He does not have the war contracts which 
automatically give him a claim to the necessary materials. Civilian 
production is severely curtailed. His bargaining position is weak. 
He lacks the control over sources of supply enjoyed by the integrated 
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concern. If he relies on subcontracting, he is at the mercy of the 
large prime contractor. Distributors find their shelves and ware- 
houses depleted as the flow of goods to the civilian economy is 
diminished. 

This committee has been much concerned— as all friends of small 
business must be—at the effect of materials controls on the small 
enterprises of this country. It has exercised continuous surveillance 
over the development and administration of materials controls in the 
hope that undesirable tendencies could be detected in time to prevent 
irreparable injury. Through hearings, special inquiries and spot 
checks it has developed the facts as to the impact of control on small 
business. Its findings and conclusions have been reported to the 
Congress in three separate reports (H. Repts. Nos. 1081, 1504, and 
2092, 82d Cong.). The following summary is based pr imarily on 
these reports. 


EXTENT OF MATERIAL SHORTAGES 


By far the most important reason for materials shortages has been 
the added drain on the supply imposed by the tremendous demands of 
the mobilization program. As this program has gained momentum, 
requirements for the basic materials have correspondingly risen. 
Military needs have been given prime consideration in the allocation 
of metals since the establishment of a priority system in 1950. Table 
2, below, indicates the quantity and percentage of steel, copper, and 
aluminum consumed by the military during the last two quarters of 
1951 and the first two quarters of 1952, with an estimate for the last 
two quarters of 1952. 


TABLE 2.—Allotments for military programs! (Department of Defense and AEC) 




















| Third Fourth First Second Third Fourth 
| Quarter, quarter, quarter, | quarter, quarter, | quarter, 
| 1981 | 1952 | 1952 | 1952 | 1952 
j i 
“Ae ee eh Con ee ee ee ee ae et aT so Tee Tee 
Steel: 
Tons_. -| 1,775, 479 2,011, 436 | 2,267,210 | 2, 167, 427 2, 400, 898 | 2, 451,374 
o Percent ‘of estimated ‘supply... | 8.5 9.4 10.7 | (15.6) 9.9 | (16.6) 11.1 11.1 
oppe | 
Thenmete of pounds_..._. —na| 186, 304 214,708 | 251,216 | 284, 312 289, 300 252, 867 
Percent of estimated supply- -- 16.7 17.4 18.9 | 21.7 21.2 18.3 
Aluminum: 
Thousands of pounds._._-_.--- | 168, 232 189, 962 232, 900 220, 753 239, 054 262, 932 
Percent of estimated supply... 28.1 31.8 38.6 34.1 33.0 | 36.0 











1 1 Figures in parentheses are based upon an estimated reduced supply of steel due to the steel work auepen. 
Source: National Production Authority. 


In 1952 military demands have thus absorbed from one-tenth to 
one-sixth of the steel supply, nearly one-fifth of available supply of 
copper, and from one-third to three-eighths of the aluminum supply. 
In other metals, such as cobalt, magnesium, and nickel, the military 
has consumed from 60 to 100 percent of the supply. 

There are many defense-supporting industries which likewise have 
required additional materials. Oil-country tubular goods, machine 
tools, ore vessels, and railway cars are but four examples of products 
essential to the defense program yet not considered directly connected 
with it by the defense officials. 
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Apparent over-all shortages of materials have appeared from time 
to time as the result of maldistribution, excessive stockpiles held by 
the more favorably situated firms and reduced production. Lack of 
transportation facilities, itself often the result of a materials short- 
age, In turn creates local shortages. Disruption of normal trade 
channels caused by gray market operations has also provoked searci- 
ties in many localities. Apparent shortages have also existed for 
many small firms because of changing supplier-customer relationships. 
Frequently, small businessmen attempting to place orders with their 
normal suppliers have been informed that orders have already been 
accepted up to capacity. 


THE PRIORITIES SYSTEM 


With the institution of the partial mobilization program immedi- 
ately prior to and following the outbreak of hostilities in Korea, it 
became clear that some type of program for the allocation of materials 
must be instituted. Recourse was first had to a system of prefer- 
ence ratings or priorities. In its Regulation No. 1 the National Pro- 
duction Authority had attempted to prevent “the accumulation of 
excessive inventories of materials in short supply.” This was only 
partially successful in the elimination of private stockpiles, and was 
soon followed by a priorities system which allowed companies having 
defense or atomic energy contracts to have prior claim on the mate- 
rials of their suppliers. Upon the letting of a contract by the Depart- 
ment of Defense or the Atomic Energy Commission, a priority rat- 
ing—the DO rating—was automatically issued to the contractor. 
The contractor then self-certified his requirements, and was given 
first claim to the materials at the producing mill. 

Like most priority systems, DO ratings were issued more and more 
liberally until they became virtually meaningless. Almost everyone 
had a prior claim. As the year 1951 progressed and as the DO rating 
system became increasingly chaotic and unworkable, super priorities 
were added to the regular priorities. Ratings of A, B, C, E, and Z-2, 
the latter for machine tools, were established. An internal kind of 
priority designation, S—-1 and S~2, was also utilized, further com- 
plicating the whole priorities structure. It soon became evident that 
other methods of control must be adopted. 


MATERIAL ORDERS 


A series of orders, known as M orders, M-1, M-7, M-63, etc., 
were also promtlgated during this early period. Most of them are 
still in effect. These orders seek to direct supplies of scarce materials 
into essential channels. They control in great detail the utilization 
of most scarce materials. The size of inventories, individual quotas, 
articles that may be produced, and many similar matters are care- 
fully regulated. 

Many objections to M orders have been made by small business. 
In the effort to curtail nondefense production, they generally failed to 
recognize the needs of small plants for materials for sheer survival. 
The complicated nature of these orders, continually amended as they 
were, was also a very real source of hardship. They also tended to 
direct materials aw ay from normal channels, to the injury of many 
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small concerns. Fortunately, many of the worst features of these 
orders have been gradually corrected. 


THE CONTROLLED MATERIALS PLAN 
Origin 

In December 1950, 3 months after Congress enacted the Defense 
Production Act of 1950, consideration was given to the installation 
of a controlled materials plan similar to that established in World 
War Il. According to the original time table CMP was to go into 
effect on July 1, 1951. The third quarter of 1951 was officially to be a 
period of transition. So that it was not until the fourth quarter that 

CMP began to function on a full operational basis. 

Since then CMP has been continually modified. Even its basic 
concept is today different from that which originally prevailed. These 
modifications have led this committee to refer to the new programs as a 
“retreat from CMP” (H. Rept. 2092, 82d Cong., p. 6). The adminis- 
trators of CMP prefer to view the Plan as “a flexible manageme nt 
tool adaptable in a variety of ways to special problems as they arise.’ 
Whether the present program of control should be known as a 
controlled materials plan is not important. The fact remains that 
whatever the designation, the Plan as it has operated since mid-year 
1951, has varied materially from the original concept of the CMP. 


General Nature 


The Controlled Materials Plan is a program of control of the flow 
of materials whereby the entire available supply is directed into the 
most essential uses. Instead of giving a manufacturer merely a prior 
claim on any material which may be available, CMP, at least theoret- 
ically, allots a specific quantity to each approved use. The total 
supply is allotted and, with some exceptions, total allotments do not 
exceed the available supply. As in World War II, the three metals 
subject to CMP are steel, copper, and aluminum. 

When CMP was introduced, attempts were made to justify it on a 
number of basic principles. It was assumed, for instance, that 
aluminum, copper, and steel provide a common denominator or 
yardstick for regulating the use of most other materials. It was also 
assumed that the full quantitative control of basic metals was neces- 
sary even though the Nation was on only a partial mobilization basis. 
It was believed that an affirmative approach to the problems of control 
was necessary whereby manufacturers would be informed of what they 
are expected to produce and then given the raw materials with which 
to do it. Finally, it was believed that the procedures of vertical 
control used by industry were appropriate to Federal regulation of 
industry. Thus, material authorizations flow from the Government 
to industry on the basis of the latter’s approved requirements for 
material. Likewise supplies move from mill to fabricator according 
to a general plan. 

From an operational standpoint CMP works as follows. Each 
production program is assigned to a Government agency or an industry 
division of NPA. There are some 23 of these “claimant agencies. 
Kach is responsible for drawing up ‘the basic material requirements 
of one or more specific production programs. Each is thus respon- 
sible for determining the material requirements for a particular seg- 
ment of the economy. The combined requirements of all programs 
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indicate the total need of the three metals. These estimates are 
compared with estimates of supply made by NPA, and thus the 
over-all supply and demand situation is determined. On the basis 
of this determination, specific allocations are made to each program, 
claimant agency and eventually to each producer. 

For purposes of making allocations, all products containing alu- 
minum, copper, or steel are divided into two categories, ‘‘A’”’ products 
and “B” products. The former consist of articles of special design 
usually purchased only by the military. Prime contractors produc- 
ing these products receive authorizations from the military to pro- 
cure the supplies necessary for their own operations and the opera- 
tions of their subcontractors. ‘‘B’’ products include all other articles 
and consist primarily of so-called “shelf” items. Most manufacturers 
of these products, with certain exceptions, receive their allotments 
directly from the claimant agencies. 

CMP was started on an “open end” basis, meaning that not all of 
the available supply was allocated. The remainder “ran free’’ in the 
market. Certain manufacturers, chiefly those of consumer durable 
goods, were forced to obtain their metal from the free supply. This 
was very unsatisfactory and commencing with the fourth quarter of 

1951, CMP operated on an entirely closed-end basis. 


Special Measures to Protect Small Business 


A number of devices have been incorporated into the basic frame- 
work of CMP to protect small business. Of these one of the most 
helpful to the small producer is the privilege of “‘self-certification.” 
This permits the small user of controlled materials to place his orders 
directly with the supplier without making application to NPA and 
without securing the customary approval for his production program. 
He merely specifies on the delivery order that the order comes under 
one of several self-certification regulations. Such an order is an 
authorized material order and has the same status as any non-priority 
CMP authorization. Self-certification was originally limited to 
manufacturers whose quarterly requirements did not exceed 5 tons 
of carbon steel, one-half ton of alloy steel, and 500 pounds each of 
aluminum and cop These limitations have since been liberalized, 
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Beginning with the second quarter of 1952 most users have not been 
allowed to self-certify orders in excess of their quarterly base-period 
usage. The amounts permitted to be self-certified without regard 
to base-period usage are much more restricted. Self-certification may 
also be used to obtain materials for construction of industrial plants, 
roads, churches, schools, and hospitals. The limits vary in respect to 
use and have likewise been liberalized in recent months. ‘To assure an 
adequate supply for self-certification, a special “reserve”? has been 
established. 

Another important aid to small business was inaugurated in January 
1952 when NPA, with the advice and cooperation of the Small 
Defense Plants Administration, instituted the Small Business Hard- 
ship Account. To create a fund of materials, the consumer-goods 
divisions of NPA each contributed one-half of one percent of their 
quarterly allocations and other NPA divisions contributed one-quarter 
of one percent. Fifteen percent of the material in the NPA general 
reserve also was added. In addition, all materials turned back to 
NPA from the Department of Defense would, if necessary, also be 
added to the Hardship Account. The purpose of this stock of 
materials is to alleviate special hardships inflicted on small firms by 
their inability to obtain materials through normal procedures. No 
firm can qualify for a special allocation of metals from this Account if 
it is a subsidiary of a large firm, if it is not engaged in producing 
civilian-type products, if it is not faced with a serious reduction of 
production or shut-down with no possibility of converting its facilities, 
and if it has been able to obtain substitute materials. 

Small users have been further assisted by a simplified procedure for 
obtaining allotments directly from NPA field offices which, within 
specifie id limits, have been authorized to grant allotments. These 
users make the same application as larger users and must secure ap- 
proval for their production schedules. For the second quarter of 
1952, each NPA industry division assigned to the field offices applica- 
tions for materials which, in the aggregate, amounted to 25 percent 
of the tonnage allocated to that division. Once an applicant is 
designated as a “field case’’ his application is supposed to remain in 
the field regardless of the volume of his requirements. 


Impact on Small Business 


The beginning of CMP was not auspicious. The Plan was not 
prepared to and did not become thoroughly effective until the DO 
priority system had fallen into hope less chaos. When CMP went 
into operation on July 1, 1951, users were supposed to convert DO 
orders into CMP authorizations, but this was only partially done. 
It was not until the fourth quarter of 1951 that it became passably 
effective. In the meantime, industry was trying to adjust itself to a 
worn-out priority system and a partial quantits ative system, neither 
of which was satisfactory. There is little question that CMP in its 

early stages gave slight assistance to small manufacturers in obtaining 
scarce metals. 

Most of these early difficulties were soon recognized and eventually 
corrected. Administration has been improved and the sheer mechanics 
of the Plan have been reasonably satisfactory. In particular the 
needs of small business have been generally recognized and sincere 
efforts seem to have been made to hold the ill effects of materials 
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controls to a minimum. In general this committee believes that*the 
advantages of CMP as an adjunct to industrial mobilization have 
outweighed the disadvantages. 

This does not mean that the disadvantages are insignificant or that 
the committee approves all features of CMP or that it endorses all 
decisions made in the administration of the program. It is only too 
clear that many problems arising out of the imposition of drastic 
quantitative controls on our economy have not been solved. The 
more serious of these are the following: 

1. Prior to the granting of any specific allotment there must be a 
determination as to the quantity of material needed by each approved 
production program. To equate supply and demand effectively these 
determinations must be made with great precision. There is some 
doubt that this has been done, particularly in respect to military 
requirements. 

2. Allocations are normally made in excess of the quantity of the 
metals expected to be available. This differential is justified by what 
is known as attrition. Attrition occurs when users fail to receive or 
to use their allotments. In recent months estimates of attrition have 
rapidly increased, running as high as 20 percent in the case of alu- 
minum. If a serious error is made in estimating attrition, shortages 
may appear which work to the disadvantage of small plants. 

3. As a check on excessive attrition, the “Controlled Materials 
Round-Up” seeks to compel NPA industry divisions to return to the 
NPA Reserve any controlled maierial in excess of their actual require- 
ments. Furthermore in April 1952, all NPA industry divisions were 
directed to cease issuing allotments in excess of their allocations, thus 
further reducing attrition. Some divisions had continually over- 
allocated their supply, relying upon attrition to prevent difficulties. 
Frequently it did not. 

4. Similarly, estimates of the reserves needed for special purposes 
seem to be loosely made. This is particularly important in respect 
to the self-certification reserve which is of special interest to small 
business. 

5. At the present time mills are permitted to select their customers 
and thus, in effect, to establish priorities on their customers’ orders. 
In a tight market there is an inherent danger in allowing producers of 
basic raw materials to decide for themselves who should receive these 
materials. 

6. According to CMP theory, all users’ claims should receive 
equality of treatment at the mill. Priorities should not be necessary. 
Priorities are still issued, however, for orders involving the military, 
the Atomic Energy Commission, and the machine tool program. 
Directives are also used to divert material into special uses. This 
constitutes another source of potential danger to small business. 

7. Although the decentralization of the processing of applications 
to the field offices seems sound from a purely administrative stand- 
point, there is some question whether the material involved will be 
subject to adequate control. 

8. Compliance with NPA rules and regulations has never been easy 
to obtain. Although the situation improved during 1952, a more 
forceful educational program and more effective action against viola- 
tors would seem to be desirable. 
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9. The complexity of the administrative organization required to 
operate CMP has been apparent from the beginning. The existence 
side by side of the two administrative agencies, National Production 
Authority and Defense Production Administration, the former within 
the Department of Commerce, has led to divided responsibility and 
diffused authority. This duplication should be eliminated by merging 
NPA and DPA into one independent agency. 


THE PROBLEM OF DECONTROL 


In its Summary Report’ on the Problems of Small Business Under 
Controlled Materials Plan (H. Rept. 2099, 82d Cong., p. 52), the com- 
mittee emphasized that the type of industrial control embodied in 
CMP is contrary to the principles of free enterprise and can be justified 
only by the existence of a grave national emergency. The small 
businessmen of America have made a truly remarkable adjustment to 
the requirements of Government regulation of materials in the past 
2 years. But these regulations should be removed and materials 
returned to a free market at the earliest possible moment. 

At the same time, the premature relaxation of control presents a real 
threat to the smaller firms. Small business must not be forced to 
compete for scarce materials with firms possessing larger resources, 
more firmly established supply lines, and a wider variety of products, 
processes, and markets. Great caution must be exercised, therefore, 
in respect to both the timing and the procedure of decontrol. As the 
committee said in its Summary Report: 

The subcommittee believes, therefore, that decontrol must be achieved within 
the framework of CMP. ‘The authority, the forms, and the machinery of CMP 
should be retained. The real issue is not total control versus no control of mate- 
rials. Rather it is a question of the specific character of control, its scope, subject 
matter, severity, and possible exemptions. In other words, CMP should be re- 
laxed gradually with the general basis of the Plan remaining for ready reinstalla- 
tion if that should become necessary. 

The committee further believes that although the procedure for 
decontrol must be on a trial and error basis, certain general considera- 
tions must be borne in mind. First, the programs for increasing pro- 
ductive capacity of controlled materials are nearing completion. 
Second, the requirements of the military and atomic energy programs 
must be capable of being met without delay. Third, small business 
must be able to obtain materials readily from their normal sources of 
supply. If and when these tests indicate that the supply of individual 
products is in approximate balance with the demand, controls on these 
products should be lifted. 


THE FUTURE OF CMP 


At the beginning of this discussion of materials controls, it was 
pointed out that the analysis herein made was based primarily on the 
investigations conducted and reports rendered by the committee up 
through the second calendar quarter of 1952. Since that time, new 
developments have taken place having an important bearing on the 
appraisal of the allocation program, the most notable of which was the 
recent work stoppage in the steel industry. 

The figure of 18 million tons of steel, which represents the loss 
suffered as a result of the work stoppage, emphasizes the drastic con- 
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sequences of the cessation of production. Fortunately, the industry 
was able to get into full production very quickly after the mills 
reopened. Within 2 weeks after the resumption of operations, steel 
was being produced at the rate of 90 percent of capacity—a record 
achievement—and production has continued at an even higher rate. 

The “emergency distribution program’’ put into operation by NPA 
to minimize the loss of production was successful in maintaining not 
only deliveries on military requirements and construction programs 
but also those on atomic energy and machine tool programs. At the 
same time, every effort was made to protect the civilian consumers of 
steel by maintaining the validity of back orders and allotments so as 
to assure an orderly and equitable pattern of distribution. The 
imbalance between steel supply and the backlog of unfilled and new 
orders arising out of the emergency is gradually being offset by the 
increased tonnages being realized from mill expansions. 

Our critical position on copper has been eased somewhat through 
the increased imports of foreign production. At the present time, our 
supply position of this vital commodity is the best it has ever been 
since Korea. Allotments to civilian users have been maintained at 
favorable levels. 

With respect to aluminum the prospects are slightly less encour- 
aging. The shortage of hydroelectric power in the Pacific Northwest 
and the Tennessee Valley because of semidrought conditions has 
reduced anticipated increases in production. These losses will to a 
large extent be charged against the stockpile. 

A review of supply conditions at the present moment shows that 
there is feasibility in returning to a program of decontrol. In steel, 
particularly, there is only a minor need for the detailed procedures re- 
quired by CMP. Asa matter of fact, between April 30 and September 
30, 1952, there were 29 revocations and 72 relaxations of control 
provisions. During the third oe of 1952, no allotments were 
made from the Hardship Account set up to assist small users. In 
August, the metals reserved in this account were returned to general 
reserve for distribution. The use of “automatic allotment’ pro- 
cedures by users of controlled materials has been further extended by 
NPA with the result that only consumers of very substantial quantities 
of materials are required to continue to file formal requests for allot- 
ments. 

All of these factors indicate that a recommendation for a program 
of accelerated decontrol is neither premature nor unduly optimistic. 
The committee urges the retirement of the CMP on the distribution of 
steel at the end of the first quarter of 1953. The military and atomic 
energy requirements should continue to be supplied by the use of 
“directives.” 

It has been evident for some time that the ‘product mix” is out of 
balance. The sooner potential consumer demand can make its weight 
effective on the order books of the steel producers, the more quickly 
can the over-all supply and demand factor be realistically evaluated. 

It will be noted that production as well as distribution controls are 
involved in this recommendation. It is estimated that under present 
scheduled requirements military and atomic energy demand will not 
exceed 15 percent of the available supply during 1953. Therefore, 
there seems to be no sound reason for controlling 100 percent of the 
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production when only 15 percent of the distribution is controlled, 
Only production control to the extent of the military and atomic 
energy programs should be considered. 

Production control has been an onerous burden on the smaller steel 
producers. These producers, since the advent of production controls, 
have turned out products not suited to their normal operations. 
Perpetuation of full production directives after distribution controls 
have been suspended would therefore be unfair to the smaller producers 
who at best face a difficult period in regaining their historical markets. 

The committee also recommends that the supply situation of 
copper and aluminum be given close scrutiny with the view of re- 
turning the maximum tonnage of these metals to the open market 
as soon as possible. In order to provide for contingencies it is probably 
advisable to maintain a nucleus of the control machinery as stand-by 
insurance for our mobilization program. 


CREDIT CONTROLS 
THE CURBS ON INSTALLMENT BUYING AND REAL ESTATE CREDIT 


On September 8, 1950, within an hour after the President had 
signed the Defense Production Act into law, the Federal Reserve 
Board announced the promulgation of Regulation W, effective 
September 18. This was the first official anti-inflationary move 
made by the Government under the Defense Production Act. The 
regulation restricted installment credit by prescribing minimum 
down payments and maximum maturity requirements. In_ its 
initial form, the regulation was only moderately restrictive. The 
Board decided that a less liberal policy would need to be imposed if 
the regulation were to have any important effect in limiting demand 
and checking inflation. Accordingly, the regulation was amended 
on October 13, effective three days later, to strengthen the provisions 
of the order. Minimum down payments on major home appliances 
were raised from 15 percent to 25 percent; on furniture and floor 
coverings from 10 percent to 15 percent. Maximum maturity periods 
were reduced on passenger automobiles from 21 months under the 
original regulation to 18 months under the amendment; and from 18 
months to 15 months for appliances, furniture, and floor coverings. 
Following these revisions, the upward trend in installment buying, 
which was rising significantly in the third quarter of 1950, began to 
level off. 

The second step toward the goal of lessening demand pressures 
was initiated against new home credit in October 1950. Regulation 
X set up a graduated scale of minimum down payments for new 
houses that rose sharply with the price of the house. Similar action 
was taken several months later on commercial construction. 

The resultant tightening of mortgage loans under Regulation X 
had a very pronounced effect on home construction, and, of course, 
released large quantities of materials for defense production. By 
July 1951, the number of new private housing starts had been cut 
approximately 10 percent below the level of the previous year. This 
is some indication of the effectiveness of the regulation. 
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IMPACT ON SMALL BUSINESS 


It is beyond argument to say that the indirect credit controls were 
helpful in achieving a balance between the growing demand for 
consumer durables and housing and the decreased civilian supply 
arising from the added needs of defense production. 

In working toward the objective of economic stability, some 
undesirable repercussions were felt in, various segments of industry. 
The most vocal of these groups, by far, were the automobile dealers 
of the country who vehemently opposed the continuation of what 
they considered to be unduly stringent restrictions. In virtually 
every field hearing conducted by a subcommittee of this committee, 
one or more automobile dealers put in an appearance to criticize the 
provisions of Regulation W. The Federal Reserve Board was accused 
of arbitrary and capricious action in setting terms and conditions for 
installment buying. It was alleged that no justification existed for 
such restrictive provisions and that the Board failed to consult with 
industry in the formulation of this program. 

There is no doubt that Regulation W brought about a marked 
drop in sales of durable goods, particularly of automobiles. This, of 
course, was one of the purposes of the regulation. The real question 
is whether this curtailment was necessary in order to achieve the 
beneficial effects of the order. Statistics offered by the National 
Used Car Dealers Association showed that the regulation also pro- 
duced a sharp reduction in the price of used cars. It was claimed 
that 1950 models experienced a decrease in price of 23.6 percent; 
1949 models a decrease of 21 percent and 1948 models a decrease of 
19 percent. This was felt to create an undue burden for any particular 
industry to shoulder by itself. It was further pointed out that the 
terms penalized the class of people most in need of reliable transporta- 
tion—the industrial workers and low income groups. 

Repeated attacks against the installment credit program of the 
Federal Reserve Board received sympathetic attention by the Congress 
and ultimately the Board’s authority was limited. The 1951 Amend- 
ments to the Defense Production Act provided that in exercising 
consumer credit controls the Board could not require a down payment 
of more than 33% percent on new and used automobiles or fix a 
minimum maturity of less than 18 months in connection with the 
repayment of credit. Similar limitations were imposed on the Board 
with respect to credit control over household appliances, floor cover- 
ings and installment credit for residential repairs. A more detailed 
discussion of these amendments is made in the following section. 


CONGRESSIONAL CHANGES IN CONTROL AUTHORITY 


Although the authority conferred under the original Defense Pro- 
duction Act of 1950 was scheduled for termination on June 30, 1951, 
Congress felt that stabilization authority and production controls 
should be retained. Certain provisions also needed to be strengthened 
or clarified to obtain a more efficient administration of the Act. 
Amendments were consequently made in both the 1951 and 1952 
extensions. The most significant of these are discussed briefly below. 


PRICE ROLLBACKS AND ADJUSTMENTS 


The amendments of 1951 included the so-called “‘Capehart’’ pro- 
vision prohibiting the establishment of ceiling prices below the lower 
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of (1) the price prevailing just before the date of issuance of the 
regulation, or (2) the price prevailing during the period of January 25 
to February 24, 1951, inclusive. Rollbacks were permitted if (1) the 
ceiling price was based upon the highest price received for the material 
or service between January 1 and January 24, 1950, and reflected 
adjustments for subsequent increases or decreases in costs occurring 
prior to July 26, 1951, or (2) if a ceiling was established under regula- 
tions issued prior to the amendment. The amendment further pro- 
vided that a seller could apply for and receive an adjustment of his 
ceiling price to equal the price in effect during the period of January 1 
through June 24, 1950, if adjusted for cost increases up to July 26, 
1951. This new section of the Act was an attempt to roll back the 
profiteers who had raised prices beyond reasonable levels and at the 
same time to compensate the bona fide sellers for cost increases that 
occurred after Korea. The OPS felt that this amendment was inju- 
rious to an effective price program and could result only in higher price 
ceilings. 
CUSTOMARY PERCENTAGE MARGINS FOR SELLERS 


The so-called “Herlong”’ provision in the 1951 amendments pre- 
vented OPS from issuing regulations which would deny to wholesalers 
and retailers their customary percentage margins over cost which they 
had received during the base period of May 24 to June 24,1950. The 
OPS complained that this amendment would likewise promote increases 
in the price level. It was contended that distributors’ operating costs 
do not rise at the same rate as prices and that the obvious result of this 
legislative action would be to pass all increases on to the consumers. 


RELAXATION OF CONSUMER CREDIT CONTROL 


As noted in the section on credit controls, the provisions of Regula- 
tion W were substantially altered by the Congress to permit smaller 
down payments and longer time for payments for installment pur- 
chases. Similar action was taken on regulations covering housing 
credit to provide more liberal down payments and maturity require- 
ments on homes below the $12,000 level. It was the feeling of Congress 
that the Federal Reserve Board had been unduly harsh and unyielding 
in administering consumer credit controls. The rather detailed pro- 
visions governing installment buying were written into the Act only 
after the Congress became convinced that the Board was unwilling to 
adopt a more liberal program. 


WAGE EXEMPTIONS FOR SMALL BUSINESS 


The 1952 amendments provided qualified exemptions for small con- 
cerns employing 8 or less persons. This action seemed necessary to 
alleviate an undue administrative burden which had been encountered 
by small business under past wage regulations. 


RELIEF FROM REPORTING REQUIREMENTS 


Small-business concerns were particularly benefitted by the 1952 
amendment which alleviated the necessity for filing reports when 
selling prices were below ceiling. This had been one of the major com- 
plaints of small business and the ability to avoid the unnecessary 
expense of submitting voluminous information to controlling agencies 
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was warmly greeted by the independent operators throughout the 
country. 


CONCLUSIONS AND SUGGESTED IMPROVEMENTS 
CONCLUSIONS 


The emergency control authority extant today is a decidedly 
“watered-down”? V ersion of the original enactment. One of the main 
reasons behind Congress’ retra¢ tion of control powers centered around 
the ineptitude of the regulatory agencies in putting into effect leg- 
islative directives. 

From the very beginning of price and wage stabilization one can 
trace a steady course of delayed or indecisive action. Lacking an 
aggressive program, the Stabilization Agency has in effect imposed 
itself more heavily on the smaller bona fide business concerns than on 
any other. The hesitancy with which regulatory policies were made 
provided the more opportunistic operators with ideal conditions to 
make a “killing.” Distortions in the structure of free enterprise 
resulting from regulations were not rectified as promptly as they should 
have been. Hardship cases arising out of inequitable pricing formulae 
were pigeonholed indefinitely. 

In the area of wage stabilization several attempts were made to 
speed up the administrative handling of cases. Regional offices were 
permitted to process cases in the fie Id and other administrative steps 
were taken to help expedite the disposition of petitions. Despite these 
efforts the backlog continued to grow. For example, on August 31, 
1951, the report submitted by the retiring Chairman of the W age 
Stabilization Board showed that the backlog had increased to some 

7,298 petitions. Less than a year later, on August 1, 1952, figures 
ioe the Board indicated that this number had grown to more than 
11,000 individual cases. 

One of the basic faults of the price program has been the fact that 
it is geared primarily to large-scale business operations. Policies are 
made and regulations are drafted with an eye toward controlling the 
larger concerns of the Nation. When these same policies and regula- 
tions are then applied to small business they become inappropriate, 
inadequate and inequitable. 

This failure to regard the situation of small business under price 
control as a problem separate from that of larger segments of industry 
can be pin-pointed as one of the main difficulties in the program. 
The effect of this has been to look upon the troubles of small business 
as something of a secondary nature—something that could be put 
aside until more important matters had been attended to. This 
attitude undermines the entire stabilization program because it fails 
to recognize that small business, as a class, constitutes the majority 
of those subject to regulation. 

A study of the price and wage action taken in the steel and 

aluminum industries confirms the statement that small business is 
placed on an unequal footing with the larger segments of industry. 
The basic producers in both steel and aluminum were provided 
expeditious treatment when they applied for price and wage increases. 
However, when it came time to determine the extent to which these 
increased costs could be passed on to smaller fabricators, the wheels 
of Government moved laboriously slow. It appears to be an obvious 
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fact that the giants of industry are able to exert considerable influence 
within the regulatory agencies whereas small business cases continue 
to be shuffled to the bottom of the heap. 


SUGGESTED IMPROVEMENTS ~* 


For the most part any discussion of Federal control of consumer 
and construction credit is unnecessary because of the action taken by 
Congress on Regulation X and Regulation W. The 1951 and more 
particularly the 1952 amendments to the Defense Production Act 
drastically limited the authority which heretofore had been given to 
the Board of Governors of the Federal Reserve System. ‘The latest 
amendments to the Act removed the power of the Board to control 
consumer credit and substantially reduced the authority to control 
housing credit. 

The “subject of materials controls has been treated quite minutely 
in previous committee hearings and reports on the Controlled Mate- 
rials Plan. <A preceding section of this Chapter appraises recent 
operations of CMP and recommendations are made looking toward 
suspension of production and allocation controls. 

In the main, therefore, the criticisms offered in this Chapter pertain 
to the Stabilization program—the Office of Price Stabilization and the 
Wage Stabilization Board. 

The committee is unable to see how piece-meal improvements can 
bring about any substantial change in the efficiency of operation 
within these agencies. The current philosophy of control has taken 
hold and is too ‘deep rooted to be changed either by minor amendments 
to the Defense Production Act or by the adoption of new adminis- 
trative policies. Coupled with this is the deterioration in the caliber 
of personnel with which the agencies are staffed. There has been a 
gradual emigration of more competent people who are being replaced 
by others less qualified. Short of replacing the present situation 
with a new law and new staffs to implement that law, there appears 
to be no complete answer to the problem which price and wage con- 
trols present. 

In the past year inflationary pressures have decreased substantially. 
Many prices have fallen far below their ceilings and many more are 
of such a fixed nature that they are unlikely to rise should ceilings be 
removed. These factors point to the feasibility of decontrol especially 
if they are insured by appropriate tax, expenditure and credit policies. 
The most forceful argument favoring decontrol, however, can be 
found by comparing the benefits to be derived from the present 
stabilization program with the disadvantages and hardships which 
accompany regulations. 

A program for decontrol should be devised which would permit a 
smooth transition back to free competition. Some provision should 
be made to permit the President to impose a limited price freeze 
should another emergency arise. Such a plan would save valuable 
time in establishing an emergency stabilization agency to cope with 
the details of inflation and would forestall any runaway rise in prices 
against which a new agency would be severely handicapped. 
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CHAPTER III 


SMALL BUSINESS FINANCING 
INTRODUCTION 
FINANCIAL PROBLEMS OF SMALL BUSINESS 


An adequate supply of funds is of primary importance to the creation 
of an economic environment within which small business may prosper. 
Failure to meet the legitimate financial demands of small business 
leads to waste of manpower, materials, and capital, and contributes to 
increased concentration of control within our industries. The present 
inquiry then is to determine whether existing sources of equity and 
borrowed capital are supplying small firms with adequate funds. The 
committee will also point out in this study the nature of any inade- 
quacies of our existing financial institutions and will make specific 
recommendations for the improvement of financial facilities. 

In this particular chapter, consideration is given to both the long- 
and short-run financial problems of the small firm. In the long run, 
the problem is to assure adequate short-and long-term borrowed 
capital and equity financing to permit the establishment and growth 
of small concerns and the maintenance of the competitive aspects of 
our economy. Over the past 10 years the need for capital has in- 
creased. This has been due primarily to the expansionist trend in 
our economy accompanied by increases in prices. The initial invest- 
ment required to establish a new business is, in absolute terms, greater 
than that required prior to World War II. More capital has also been 
needed to finance the same physical volume of output; weekly payrolls 
are higher; inventories cost more and additional funds are necessary 
to carry a greater volume of outstanding accounts. 

In the short-run situation, the financial problems of small business 
are directly associated with the defense economy. Funds are neces- 
sary for immediate expansion of plant facilities fo permit future par- 
ticipation in Government procurement or for additional working 
capital and expansion to carry through on contracts already obtained. 
Small business must be assured of sufficient funds to permit its par- 
ticipation in the defense program. 

The financial needs o produc ers of civilian goods have generally 
been considered relatively less important during the emergency period. 
Despite shortages of materials and labor and a general policy of 
credit restraint, consideration must be given their financial require 
_ ments. Liquidation must be held to a minimum in view of the future 
need for their goods and services and in view of current policy of 
' maintaining a considerable volume of civilian production. 

__ Small business, like large business, experiences financial restrictions 

because of cyclical fluctuations in our economy but the former experi- 
' ences, in addition, financial difficulties because of the size and nature 
of its operations. It isn’t necessarily true that in periods of high 
levels of saving and loanable funds, small firms are able to satisfy their 
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financial requirements. It is, therefore, not only a question of how 
much credit and capital is available, but whether the type of financing 
offered is suitable to the special needs of small business. 

If the supply of capital is to be considered adequate, there must be a 
sufficient number of sources of borrowed and invested capital to permit 
alternative means of financing if any particular source is inadequate 
or when the terms offered are unreasonable. In addition, capital 
cannot be considered in adequate supply if the cost of financing is 
excessive. 

Frequently, the financial problems of small business are an out- 
growth of inadequacy of management. Management may be weak 
in respect to business judgment, computation of costs, estimation of 
the market, and other factors. The management of a small firm may 
be unable to cope with legal technicalities, Government regulations and 
the problems imposed by larger competitors. The committee is not 
concerned in this chapter, however, with the inability of the small 
firm to compete where the retarding factor is technical or human 
inefficiency but where, all other factors being equal, the small concern 
is hampered by its inability to secure adequate funds. 


SCOPE OF THIS STUDY 


This chapter is presented in six sections. The first section is 
devoted to certain introductory matters and a general examination of 
the financial problems of small business. In the second section 
certain characteristics of the small concern which influence its supply 
of capital will be discussed. Section three is devoted to the more 
important sources from which equity capital may be procured and the 
difficulties which are encountered by small firms in utilizing these 
sources. Specifically, this section will consider the role of personal 
savings, retained earnings and the sale of securities. In the fourth 
section the need for borrowed capital is considered and the more 
important private sources of credit such as mercantile credit, com- 
mercial banks, life insurance and investment companies and industrial 
foundations. In each instance the relative importance of the source 
and the specific problems confronting small business in securing 
adequate amounts of borrowed funds on reasonable terms will be 
discussed. The fifth section is devoted to the lending programs of 
Government agencies. The last section is a summary of the findings 
of the committee in regard to the availability of capital and credit 
and a brief review of the more important proposals advanced in recent 
years to improve the supply of capital for small business. 


ADEQUACY OF DATA 


There is at present a definite need for a comprehensive and detailed 
survey of the financial requirements of small business conducted by an 
impartial group of analysts. The inquiries made into the adequacy of 
small business financing in the past few years have been (1) restricted 
to a particular geozraphic area, (2) too limited in the number of firms 
considered, or (3) conducted by interested groups whose particular bias 
distorted the facts and conclusions. The committee has considered 
the findings of these surveys, making allowances for any shortcomings 
or discrepancies that may exist. 
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Due to the lack of current information, the committee has been 
forced to rely heavily upon older studies for information concerning 
the terms of financing. While there have been increases in the cost of 
borrowing, other characteristics such as collateral and maturity of 
loans have changed little in the past few years. Wherever possible, 
current statistics and findings of relatively recent surveys are given to 
depict the amount of lending to small business by any particular 
source. 

Although quantitative data are too meager to permit a precise 
determination of the extent of the financial requirements of small 
business, the committee believes that certain general conclusions may 
be derived from published material to indicate the legitimate financial 
needs of small business and the extent to which they are being met. 


CHARACTERISTICS OF THE SMALL FIRM 
VARIATION IN PROFITS 


Business in general and small firms in particular have in the past 
depended upon retained earnings for a large part of their funds. While 
the large concern may have alternative means of financing such as the 
issuance of securities or borrowing from commercial banks and insur- 
ance companies, profits supply a large percentage of the financial 
requirements of small firms and in many instances are their only 
source of funds. It is necessary, therefore, to examine the profit 
experience of small business. This section is particularly concerned 
with variations in earnings and the relative difference in rate of profit 
between large and small business. 

Large corporations, in general, have a higher rate of return than 
small corporations. For example, in the third quarter of 1951, which 
may be considered typical for that year, corporations with assets 
under $250,000 had a ratio of profits to stockholder’s equity before 
Federal taxes of 17.4 percent; for corporations with assets of $250,000 
to $999,999 the ratio was 21.3 percent; for corporations with assets 
of $1,000,000 to $4,999,999 the ratio was 22.6 percent; for corpora- 
tions with assets of $5,000,000 to $99,999,999 the ratio was 25.4 
percent and finally, for corporations with more than $100,000,000 in 


assets, the profit ratio was 26.8 percent (Quarterly Financial Report, 


United States Manufacturing Corporations, Federal Trade Commis- 
sion and Securities Exchange Commission, Third Quarter, 1951). 


' This relatively larger return earned by the largest concerns also holds 
' true after Federal taxes have been deducted. Some caution must 
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be exercised in the use of these figures, however, for the better profit 
position of large concerns as compared to small business is qualified 
by two important considerations. First, the figures given above do 
not include compensation to officers of the firm. Frequently the 
owner and manager of the small firm takes his profits in the form of 
salary or a bonus, thus leaving the firm with a very low rate of profit 
or even a deficit at the end of the year. If compensation to officers 


'in the form of salary is considered, the earnings of small business 


compare much more favorably with those of big business. How much 

of this compensation may be justifiably considered as profits is a 

difficult question to answer since a reasonable and legitimate charge 

must be allowed for work performed. Secondly, the fact that the 
26934—53——_5 
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rate of profits varies considerably by industry means that in many 
industries, small firms may do a relatively greater volume of business 
on a certain amount of assets than the larger firms and receive thereby 
a higher rate of return. 

The variation in profits of small business as compared to that of 
large business is perhaps of greater significance than the level of profits. 
During periods of increased prosperity, the small firm experiences a 
relatively greater increase, and during periods of reduced business 
activity, small business undergoes a relatively greater decline in 
profits. The following chart is included to illustrate this important 
characteristic of the small firm. Chart 1 depicts business experience 
during the years 1932 to 1941. In this period the profits of the small- 


Cuart I 
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Source: 8S. Doc. 232, 8lst Congress. 
est asset size class showed an increase of 36 percent, while the largest 
group showed an increase of only 10 percent. 

In contrast the period from the second quarter of 1947 to the third 
quarter of 1949 may be cited. According to the quarterly financial 
reports of the FTC, profits of manufacturing concerns were generally 
declining at this time. The profits before taxes of small firms (those 
with less than $50,000 of assets) declined 19.5 points (26.5 percent of 
owners equity to 7 percent), whereas the profits of large companies 
(those with $5,000,000 or more of assets) declined less than 6 points. 

Within any particular period of time, as indicated by Chart IT, the 
profits of small business are subject to wider and more frequent 
variations; in other words, the larger the business unit the greater 
the stability of income. 

When profits of business enterprises of different asset size are com- 
pared, as in Chart III, it is found that the highest profit rates and 
lowest deficit rates exist in the smallest corporate size groups. As 
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concerns increase in size, there are fewer instances of unprofitable 
concerns and a greater frequency of income corporations. 


Cuart III 


Averacs Apjustep Net Prorits Berore Taxes As A PERCENTAGE OF Equity, 
500 SmaLtt Corporations, REPRESENTING ALL INDUSTRIES ExcEPT FINANCE, 
By Asset-Siz—E CLASSES AND QUARTILE INTERVAL Groups! 
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1 Total assets in 1941 were used to classify the 500 small corporations. The quartile interval groups (low 
to high) were classified according to their adjusted net profits before taxes for each year. 
3 Net profits before taxes as a percentage of equity was 0 in 1941 and 1 in 1942. 


Source: S. Doc. 232, 8ist Congress. 


The rates of profits of small business therefore differ from those of 
large firms in four important respects. Larger firms have higher rates 
of profits; small business benefits relatively more than large business 
during periods of prosperity and suffers more proportionately during 
periods of recession; the profit rates of small firms fluctuate more 
widely and more frequently, and finally, the smaller size firms as a 
group will have greater profits and greater deficits. 

The different profit characteristics of corporations of various sizes 
create several important problems in the financing of small-business 
operations. They cause, for example, many small firms to seek out- 
side financing as a result of fluctuations in earnings over a period of 
years. Although large numbers of small firms are able to finance 
expansion from retained earnings of prosperous years, the marginal 
concern or the firm with a high break-even point is unable to accumu- 
late sufficient savings to carry itself during periods of business reces- 
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sion. This inability to accumulate savings makes long-term invest- 
ment in particular more difficult because of the risk attached to such 
investment and the burden of fixed charges on term debt. Difficulty 
is also encountered in building contingency funds, and frequent 
borrowing is necessary to supply working capital. In such instances 
a small firm may become a consistent user of borrowed capital. The 
greater instability of earning power and the greater fluctuations in 
profits among small firms tend to deter outside permanent investment. 
Investors prefer to place their funds with an enterprise which has a 
better history of earnings and greater prospects for income in the 
future. 

Government tax policy has an important effect on the ability of a 
small business to retain its earnings for expansion, internal improve- 
ments, and other purposes. Since the question of business taxes 
deserves a lengthier discussion than is permitted here, the following 
chapter is dev oted to that particular problem and its remedies. 


BUSINESS FAILURES 


The extent and incidence of business failures in our economy are 
indicative of the precarious position of many small concerns and are a 
contributory factor to the difficulties of small business in securing 
adequate financing. Every year finds many concerns, both large and 
small, experiencing failure with an exceptionally high mortality rate 
among businesses with no employees. The following breakdown gives 
the number of failures by size of liabilities for the year 1951: 


Liabilities Failures 
rh es coe ergs mw ices cs ie 1, 832 
I hee ek kee aaddene we 4, 160 
rR ew eee 1, 634 
ee RIO oo cn maid wwndnncnuncecce 412 
Nt Cn cnneencnsancmneeme 20 


Source: Roy A. Foulke, Dun and Bradstreet, Inc. 


The greatest number of failures occur in the first few years of operation 
and since most new firms are small, the enterprises of smaller asset size 
experience the greatest number of failures. 

Most of the authorities on the problems of small business believe 
that inefficient management is the most important cause of business 
mortalities. Undue emphasis has perhaps been given to the 
importance of capital. Inability to curtail overhead costs, inadequate 
knowledge of market conditions, lack of adequate accounting proce- 
dures and knowledge of government laws, are all management factors. 
An inadequacy in any one or all of these fields will eve tually show 


| up in the capital account with the latter considered the cause of failure. 


The important role of the lack of capital as a cause of business 


failure must not be underemphasized, however. The inability of 


many small concerns to retain earnings, inadequate ownership capital, 
and the lack of funds from external sources are often the reasons 
why a business is unable to survive beyond the first few years. 
usiness population, like profits of business concerns, has varied 
considerably during the past ten years. Since 1942 there has been a 
net increase of some 20 percent in our business population but we 


_ suffered a decline of some 500,000 concerns during World War II 


had 


years. There has been historically, with the exception of periods of 
wartime economy, a close correlation between the number of firms in 
operation and changes in gross national product. 
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A study of the business mortality record in Poughkeepsie, N. Y., 
for the years 1844 to 1926 has been frequently cited as indicative of 
the life of business concerns in general. This study included all 
business except financing and utilities. The investigators found that 
business mortality varied by industry with the highest rate of survival 
among the wholesaling and manufacturing concerns and the lowest 
among craft and service industries. Thirty percent of the enterprises 
dropped out in the first year, over 50 percent by the end of the second 
year, with approximately 19 percent of the firms in existence for more 
than ten years (R. G. Hutchinson, A. R. Hutchinson and Mabel New- 
comer, A Study in Business Mortality—Length of Life of Business 
Enterprises in Poughkeepsie, N. Y., 1843-1936). 

Industries vary in their sensitivity to economic conditions. For 
every 10 percent change in total business population for the period 
1929-40, manufacturing population changed 31 percent, contract 
construction 19 percent, wholesale trade 10 percent, retail trade 8 
pace service industries 4 percent (Survey of Current Business, 

fay 1948, p. 3). 

The frequency of business failures among small concerns has had 
the same retarding effect upon external permanent investment and 
long-term lending as fluctuations in profits. Because of the relatively 
high degree of risk involved in supplying funds to firms which are 
sabindk to frequent variations in profits and to high mortality rates, 
most investors will withhold funds until commercial success has been 
assured. Both private and Government lending agencies will insist 
upon substantial collateral of a specific type to cover long-term loans. 
Frequently, appropriate collateral is lacking. In many cases, com- 
mercial banks feel that the risks attached to supplying funds to small 
business on a long-term basis cannot be assumed where their deposi- 
tors’ funds must be protected and considerable liquidity of investment 
maintained, 


INDEPENDENCE OF OWNERSHIP AND LACK OF MORTGAGABLE ASSETS 


The primary characteristics of the small firm are independence of 
its ownership and the intimate personal relationship between owner 
and manager, if these functions are performed by different individu- 
als. In most small businesses where an individual or a family are 
the principal stockholders, a minority interest exercised by outsiders 
is seldom allowed despite the fact that new vigor may be injected 
into the business. Valued employees of such concerns are often the 
ones who desire an interest. In most instances such employees 
either seek other employment or start their own business, often to 
the detriment of the business they leave behind. In contrast, pur- 
chase of stock by outsiders in a large corporation rarely creates an 
additional voice in management decisions or control. Small business 
management, despite its need for additional permanent investment, is 
often extremely reluctant to share or relinquish control of its affairs. 

Retail and service industries are composed primarily of many small 
firms in which there is generally a very small investment in fixed 
assets. The emphasis on service and skills rather than on extensive 
plant and equipment handicaps an enterprise in its attempt to secure 
credit where a mortgage or lien on fixed assets are considered neces- 
sary collateral. In addition, the equipment of many small firms is 
of a type which is unacceptable as collateral. 
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MARKET AND MANAGEMENT 


In contrast to large concerns, small firms are frequently better able 
to vary operations and curtail costs to meet changing economic con- 
ditions. They are, however, more susceptible to this change in market 
conditions. Depuadine upon local market areas for the sale of their 
product or services, many small businesses are unable to compensate 
for losses with income from other market areas. Small firms also fre- 
quently lack the diversification of product or services which enables 
larger companies to shift production and sales with changes in demand. 

The management of small firms is often unable to acquire the special- 
ized knowledged required by the increased complexity of modern busi- 
ness techniques. It is unable to analyze the efficiency of its operations; 
unversed in collective bargaining practices of international unions; 
unable to study developments in product and raw material markets, 
and cannot cope with marketing practices of larger competitors. 
These failings are not necessarily the result of inefficient management 
but are due principally to the size of the business and the inability to 
specialize in the various functions of management. 


EQUITY CAPITAL FOR SMALL BUSINESS 


The establishment and growth of business concerns in this country 
to a large extent have traditionally been financed through the use of 
ownership funds. Our competitive system has been based upon free- 
dom of entry in the field of business operation and unlimited choice in 
regard to the investment of savings. This sectior ‘s devoted, there- 
fore, to an examination of the supply of equity ca ital and the diffi- 
culties encountered by small business in acquiring adequate funds 
through savings, profits and capital stock issues. 


PERSONAL SAVINGS 


The most important source of equity capital for new firms has been 
the savings of the owner. This has been supplemented to a minor 
extent by borrowed funds and the savings of friends and relatives, 
which have been made available to business concerns through loans 
and the purchase of securities. A survey of trade firms established 
during 1945 and the first three quarters of 1946, showed that 63 percent 
of the initial investment of new wholseale and retail firms combined 
came from personal savings of the owner. Fourteen percent was 
supplied by bank loans, 8 percent by supplier credit, and approxi- 
mately 11 percent from other loans. More than 45 percent of the 
firms financed their business entirely through savings. The securities 
markets supplied a negligible percentage of this initial investment, a 
little more than 4 percent. The survey did not consider firms with 
no employees, but undoubtedly most of their initial investment also 
came from personal savings. Equity financing accounted for two- 
thirds of initial investment capital of new trade firms, debt financing 
one-third. 

Furthermore, it was noted that while personal savings are the most 
important source of capital for all trade enterprises, it declines in im- 
portance as the size of the firm increases. As indicated by the follow- 
ing table, capital stock and trade credit contribute much of the funds 
for large firms. 
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TaBLE 5.—Trade firms starting operations in the 1945-47 period: Percentage 
distribution of sources and uses of initial investment funds by 1947 sales-size 
groups! 











SOURCES 
Line of trade and 1947 sales Personal | Capital | Supplier| Bank |Mortg: i 
size Total | ‘savings | stock credit loans lean’ | Other 
RE ae apa 100 38 22 18 10 1 | 12 
Under $100,000. __._. é 100 63 12 6 10 @) g 
$100,000 to $499,999 _ ‘ 100 61 12 q 12 @) 7 
$500, 000 and over........... 100 29 26 23 9 1 13 
a se Ses 100 56 7 10 14 2 ll 
Unaer $10, EEE 100 68 (2) 7 17 2 6 
$10,000 to $49,999...._____- 100 66 () 8 13 2 ll 
$50,000 to $99,999. ........_. 100 62 2 9 ll 1 | 16 
$100,000 and over_........-. 100 49 13 12 15 2 v 


1 Excludes firms with no employees. Detail will not necessarily equal 100 percent because of rounding. 
3 Less than 0.5 percent. 





Source: U. 8S. Department of Commerce, Office of Business Economics, Survey of Current Business, 
December 1948. 


It was found in another survey of initial investment funds for new 
manufacturing concerns in the 1946—48 period that the distribution 
of capital among the several sources was very similar to that experi- 
enced by new trade firms. About 59 percent came from the savings of 
the entrepreneur, 13 percent from banks, 9 percent from trade suppliers, 
7 percent from parent companies (as equity funds), and the remainder 
consisted of loans from parent companies, individuals, and Govern- 
ment agencies. In all, some 34 percent was debt financing. Forty- 
seven percent of new manufacturing concerns were financed entirely 
through personal savings or capital stock subscriptions of officers and 
directors. ‘The importance of personal savings was again understated 
in the results of this study as firms with no employees were not con- 
sidered. (See Table 6.) 

The same variations in the relative importance of initial capital 
sources for trade firms were noted in the second survey on manu- 
facturing concerns. Personal savings of the entrepreneur and equity 
financing in general were of greater importance to the smallest firms. 
As firms increased in size, equity funds declined in relative importance 
while debt financing increased. The use of the securities market and 
mortgage loans also were of greater significance to the larger businesses. 
It was noted, in regard to debt financing, that bank loans were more 
readily available to firms with a greater investment in fixed assets 
and to large firms (U. S. Department of Commerce, Office of Business 
Economics, Survey of Current Business, April 1950). 
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TaBLeE 6.—Manufacturing firms starting operations in the 1946-48 period: 
Percentage distribution of sources and uses of initial investment, by legal status 
and 1948 sales-size group! 








CORPORATE 
Thee Under $100,000 to | $250,000 to | $500,000 
$100,000 $249,999 | $499,999 and over 
i 











An sucatinnwtsocaiciecleskacinodnel 


100 | 100 | 100 | 100 


Personal savings 
Capital stock: 


























| 
ne reeieminesnis = 62 57 | 5 33 
ee Bt ce inna socgian auacwade 4 7 | 11 19 
ad Ss Saat ean eehcide abs Meimetiaaimgros 2) 5 1 | ll 
Supplier credit: | 
Re Dacan acpaichdehaes csthaiawwcitedine maishbiien | 3 1 | 4 5 
lle tate nie riakpegdpeeanmnnonins 5 | 2 | 4 6 
Bank loans: | | 
i oe Se inne Snunwiahbeaeadete 3 | 4 3 4 
Mortgages: | 
Se ND OCI 5 do ncncnbasecnascnntiowes 7 6 | 8 10 
SII. 5 eanini phe renterinnatecnienase 1} 1 | 1 | (2) 
TR ne on ddcoiebosenanmet | 13 | 16 15 | 12 
Breit fel et wa ¢ | 
NONCORPORATE 
Item Under $50,000 to | $100,000 to | $250,000 
$50,000 $99,999 | $249,999 and over 
ES EIEIO LOOT ETT a 100 | 100 | 100 | 100 
es oo sn dine skencwiene eon 65 | 61 | 62 | 58 
Capital stock: | | 
icin ceccenaddnaibaiwwnsandalencasmctaurinis daletit is TRS AEA 
antec actpepeinitnininebetpen slice a ace ae 
cn kaa cena cr tidicclercechn ohdtinig nl coal ei eenahineeeniind Red unnctdivaascite bp-acelonitugama taitdanearceneel 
Supplier credit: 
nkintccsincdicderecnernhactnnaneencce! 2 2 3 | 8 
PE SRdict cncccddcsdidpbcwsbubbbasowpeihetous | 3 14 | 10 | 3 
Bank loans: 
ie a en eek eine 6 | 4 6 16 
Mortgages: | | 
On business properties --.....- cesdielisiateateitbities tii 6 6 6 3 
aR OER BOCIT UND nck nck censtewcbecasscnccue= 3 | (?) 4 1 
ER icettiie ntscevedtecernguwnmanenwnnemsinie menis 16 | 13 9 10 


1 Data are based on the initial investment and make no allowance for subsequent changes in asset position; 
The sales-size classification of firms operating less than 12 months in 1948 was based on the annual rate of 
their partial year sales in 1948. The sample excludes firms with no employees. Detail will not necessarily 
add to total because of rounding. 

2 Less than 0.5 percent. 

3 Includes bonds and a small amount of nonbank mortgage loans. 


Source: U. S. Department of Commerce, Office of Business Economies, April 1950, p. 17. 


Still another survey revealed that the most important sources of 
equity capital for firms in the Minneapolis Federal Reserve Bank 
district were the entrepreneur, relatives and close friends, business 


/ concerns, local and nearby capitalists and the securities market in 


that order (Monetary Policy and the Management of the Public 
Debt, Joint Committee on the Economic Report—Part IT, p. 818). 

It may be concluded from these studies that personal savings 
supply the major portion of the initial investment funds of new con- 
cerns and are of particular importance to small business. The amount 
of savings available for investment in business depends primarily 
upon Federal and State tax programs, price levels and the direction 
which these savings will take. Although the effects of current tax 
policy on savings and new business are discussed in the next ch: apter, 
it may be noted here that personal income taxes may deter the accu- 
mulation of savings necessary for new firms and the reinvestment of 











58 REVIEW OF SMALL BUSINESS 


earnings of unincorporated concerns. High price levels may increase 
consumption expenditures and reduce savings. Finally, it might be 
mentioned that even with high levels of saving, equity capital may be 
insufficient if individuals prefer investments other than business 
enterprises. 

Undoubtedly the tremendous accumulations of personal savings 
during World War II, reaching approximately $35 billion in 1944, 
accounted for many of the one million and a half new businesses started 
between 1945 and 1949. These savings resulted not only from the 
high levels of personal income but also from a desire to save or lend 
to the Government in support of the war effort and the inability to 
acquire civilian goods. <A similar situation may exist after the 
present emergency as personal savings have already increased some 
$11 billion since 1949. This is entirely speculative, however, for cur- 
rent savings are considerably behind World War II experience and 
consumption is still at a very high level. Too, there must be an 
increase in savings among those income groups which ordinarily 
desire to start a new enterprise. 


RETENTION OF EARNINGS 


As pointed out in previous paragraphs, the investment in new 
enterprises has been financed to a large extent by equity capital, in 
particular, the personal savings of the entrepreneur. Similarly, es- 
tablished concerns have customarily relied on retained earnings to 
finance additional working capital, plant expansion and other needs. 
The importance of retained earnings as a means of financing depends 
of course upon the amount of profits, the amount of financing re- 
quired, and upon the ability of the concern to utilize other financial 
sources. 

In 1939, at least 62 percent of the total assets owned by non- 
financial business corporations, excluding agriculture, were financed 
with ownership funds (Business Finance and Banking, Neil H. Jacoby 
and Raymond J. Saulnier, National Bureau of Economic Research, 
1947). Contrary to past history of self-financing, there has been an 
increased use of debt financing by business in general during the 
past few years. In 1950, only 50 percent of corporate funds came 
from retained profits and depletion and depreciation allowances. In 
1951, these sources accounted for only 41 percent of corporate funds 
as a result of increased bank loans and new security issues. (See 
Table 7.) For business in general the greater use of external financ- 
ing in preference to retained profits has been largely a result of the 
amount of funds needed for expansion and refinancing and of tax 
and cost benefits obtained from borrowing. 

It is doubtful if small business has been affected by the recent shift 
to external financing. For reasons which will be discussed at some 
length in later sections of this chapter, many small firms are unable 
to exercise a preference in their methods of securing necessary funds. 
They are forced to rely for the most part on earnings from he. a 
operations to finance current and long-term expenditures. In con- 
trast, a large concern may usually choose between retained earnings, 
a stock or bond issue, or borrowing from insurance companies cr 
commercial banks. While the return on investment of a large enter- 
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prise may be small, its earnings in the aggregate are generally sufficient 
to meet most normal requirements. 


TaBLeE 7.—Sources and uses of corporate funds, 1947-61! 



































[Billions of dollars} 
Source or use of funds 1947 1948 | 1949 1950 | 1951 3 
| | 
ses: 

Plant and equipment outlays__..._............-- 16.2 18.0 16.1 16.6 21.7 
Inventories (change in book value) 7.1 4.2 —4.3 | 7.5 8.6 
Change in customer receivables......_- 7.6 4.0 | —.5 | 10.0 5.0 
Cash and U. 8. Government securities. ...-..--- 1.2 19| 30] 60 3.0 
SN reer ciccachuneediodceucn —.1 mt —.2 | 3 a) 
NN 32.0 | 28.2 14.1 | 39.4 38.8 

Sources: | | a | 

Internal: 

Retained profits and depletion allowances -.- 11.6 12.8 | 9.1 12.9 8.0 
Depreciation allowances___..............---- 5.2 6.2 7.0 7.5 8.5 
Total internal sources........--.....------ 16.8| 19.0] 161| 204 16.5 
—_——————— ——=! S33 

External: 
een te Grote A... =. «=... 2.2.0. 4.6 1.2) —29] 5.9 | 3.5 
Change in Federal income tax liability __.._. 2.3 8 —2.1 | 7.1} 8.5 
Other current liabilities...................... 1.0 (?) —.1 3 1.0 
oe ee Ee eee 2.6 1.1 —1.9 2.5 3.5 
Unenge in mortgages. <........--..-...-.-... 6 7 Py -9 1.0 
IMIR ccnsvecctsenscadbecnecctscecn 4.4 5.9 4.9 3.7 | 5.8 
Total external sources.........-...-------- 1.5} 97, 14) m4] 23.3 
a 32.3 2.7| 147| 408 39.8 
Discrepancy (sources less uses) ............---.------ —.3 | —.5 | -—.6{ —1.4/| -1.0 








1 Excludes banks and insurance companies. 


3 Estimates based on incomplete data; by Council of Economic Advisers. 
3 Less than 50 million dollars, 


Source: Department of Commerce estimates based on Securities and Exchange Commission and other 
financial data (except as noted). 


The committee finds that while a large number of small concerns 
have achieved considerable growth and competitive strength through 
self-financing, profits are an unreliable source of funds for many other 
small businesses and must be supplemented by capital from other 
sources. As was pointed out in a previous section, small business is 
susceptible to anced fluctuations in earnings. Although profits may 
increase during periods of business prosperity, high taxes may take 
a large percentage of these earnings, and previous deficit years will 
offset much of the gain. 


RECENT SURVEYS 


That established small enterprises need additional permanent 
capital has been demonstrated by recent surveys of small-business 
financial needs. A study of manufacturing concerns in Pioneer Valley, 
Massachusetts, one of Slew England’s leading industrial areas, showed 
that one out of six small manufacturers had unsatisfied financial re- 
quirements. Over a third of those firms desiring additional funds 
expressed a need for new original investment while over two-thirds 
desired long-term loans. Although most firms were relying on internal 
sources me private individuals for their original and long-term require- 
ments, a significant percentage of the respondents in this survey felt 
that the traditional sources of this type of capital were inadequate. 
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This belief was not confined to those firms with poor profit records or 
to new concerns, but was expressed by a large number of concerns 
which had not experienced financial difficulties in the past. The survey 
stated that while some of the long-term needs were the result of 
inadequate initial capitalization, increased prices and taxes made it 
difficult to modernize or expand with retained earnings or funds from 
private sources. The owner of one company who was not in need of 
financial aid said that, “If you are in trouble or if you want venture 
capital, there is no agency that I know of to help a small business.” 

From the opinions expressed by the small manufacturers in Pioneer 
Valley, the following conclusions were reached: 

More than half of the companies rely either through preference or necessity 
upon internal funds, owners, management, friends, or relatives of the owners for 


all their financing needs. 
~ * * * * * a 


About one-fourth of the companies believe that Pioneer Valley has a definite 
need for more readily available financing of one or more types either for them- 
selves or for other producers. 

* * * * * * * 


The need is particularly great for a large supply of venture capital and capital 
for expansion. 

(Monthly Review, Federal Reserve Bank of Boston, March 1951, The Financial 
Requirements of Small Manufacturers in Pioneer Valley). 

Similar conclusions in regard to the necessity of additional long-term 
financing in the form of either equity or borrowed capital were reached 
by three other surveys. A survey of the availability of credit in 
Virginia found that much of the financial needs of established business 
were met by individuals in the family or other private individuals and 
presumably by self-financing. Nevertheless, there was a need indi- 
cated for additional permanent capital (Advisory Council on the 
Virginia Economy, Availability of credit in Virginia). 

A survey conducted by the National Association of Manufacturers 
of the financial needs of its members showed that some 12 percent of 
the respondents required additional funds. The majority of this 
group needed long-term funds in the form of term loans, bonds, and 
mortgages. This study, as have many others, suggested that the lack 
of equity financing had created much of the demand for long-term 
credit (National Association of Manufacturers, Financing Small 
Business, Economic Policy Division Series, No. 35, December 1950). 

Finally, as an indication of small business financial needs, some 
results shown in a preliminary study made by the Department of 
Commerce’s Office of Business Economics covering the period June 
1949 to June 1950 may be mentioned. This sample found that there 
was little demand for outside equity capital but a substantial need 
for long-term loans. Approximately two-thirds of the respondents, 
manufacturing and retail firms, financed their needs from internal 
sources. Another large group of businesses had needed loans but had 
been able to meet their requirements. In all, some 15 percent of the 
manufacturing concerns and 5 percent of the retail firms needed 
additional funds, principally in the form of long-term loans. (This 
study admittedly understates the needs of small business as the sample 
did not cover firms with no employees or relatively new firms.) 

Those firms which had been unable to meet their financial require- 
ments through retained earnings indicated, however, that additional 
equity financing would be preferred to borrowing (U.S. Department of 
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Commerce, Office of Business Economics, Survey of Current Business, 
November 1951). 


THE SECURITIES MARKET 


Virtually every study of the financing of small business has demon- 
strated the difficulties encountered by both new and established small 
firms in acquiring capital through the regulated securities market. 
Although many concerns have sold stock to secure permanent capital, 
the securities were purchased in most instances by the owners or their 
friends and relatives rather than through wide public distribution. 

The principal obstacle to the use of securities by small firms for 
raising outside capital is the cost of issuance arising out of the lack of 
a broad market. This cost of flotation is so considerable that flota- 
tions under $5 million are considered doubtful while issues for less 
than $1 million would usually be unprofitable. The Securities and 
Exchange Commission has studied the cost of flotation by listed corpo- 
rations during the period 1945-47. The cost was approximately 22 
percent of proceeds for flotations smaller than $500,000, but only 
1.01 percent for flotations over $500 million. In view of the costs 
as indicated by Table 8, a new firm capitalized at $250,000 would 
have little use for this particular source. This was further borne out 
by Table 6 on page 57, showing the very small contribution made by 
securities toward initial investment of new firms. An established 
small business would be in an identical position. 


Tas_e 8.—Summary of cost of flotation as a percent of gross proceeds by type of 
security and size of flotation, 3 years, 1945-47 


ALL FLOTATIONS! 
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| j | S- 
| Numberof} Cost of Commi 
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| flotations flotation discount 


a ae ee 1715 | 2. 48 1.88 
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Size of flotation (millions of dollars) 























ih 
2 38] 0. 60 
Re a ae nea anenia Stilmte Se 19 | 21.91 | 17.71 | “4.21 
ee ; 95 | 15. 26 12.17 | 3. 09 
Seca nis wdcdeae Se ec ees ue tae 136 11.55 | 9. 37 2.18 
i a a enlace ; | 176 | 6. 55 5. 20 1.35 
eT U5 on 505. oa teak j Z Saeco 103 | 4. 54 | 3.61 | . 93 
ae ge 71 | 19 | 2. 51 . 68 
Ne Tn ne res pacecamat 68 | 2.14 | 1.63 | 51 
50.0 and over._....--- ri nabasa tl sg ie atte Sintec Sack ieee | 47 | — 76 | .39 
| ath | 
COMMON sTOCK 
a —— | Sa i . 7 ial 
r “ i |} Commis- | : 
Size of flotation (millions of dollars) ee aoe | eee | oo 
| otations flotation | discount expenses 
| dis 
oe 4 

All sizes........ i a a ae 205 10.03 | 8.83 1. 20 

Under 0.5 ian Daal RTE 5 a et 13 | 27.90 | 22. 72 | 5.17 
G5 16....... 51 18.65 | 15.48 | 3.17 
ee based eunaeunwen 61 | 14.39 12.15 | ea 
I Ne ds 49 | 10.13 | 8.73 | 1. 4 

5 5.0 to 10.0.......-- oe ee ee ee et ea 21 | 7. 64 6.77 | . 87 
i ee Ne eae oa a Soumawoawe 8 7.95 7.36 | 59 
ey ST a be eee Eee ee aes coe 2 8. 21 7. 88 .33 


te eee en akan anaeieal A Asdpbabasmaceldensivignes0tnnnccenansed 


1 Includes 147 flotations of unsegregated types for which no separate data are presented in this table. 


Source: Survey of American Listed Corporations—Cost of Flotation 1945-47, February 149. U. 8 
Securities and Exchange Commission, Washington, D. C. 
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The increased industrialization and urbanization of our society has 
minimized the personal relationship between the investor of risk capital 
and the entrepreneur. This is burdensome to small business where 
investment often depends on a knowledge of the owners’ personal 
attributes rather than on the line of business and processes of pro- 
duction. There is still a considerable lack of mobility of equity 
capital because of established programs and traditional investment 
practices. The need of funds and the risk of investment have become 
unknown factors among investors with this development. A survey, 
made in 1949 of public attitudes toward various types of investment 
among family spending units with incomes of $3,000 and over, found 
that only 8 Sanam all such units owned stock in a corporation 
which was open to investment by the general public. Sixty-nine 
percent of these spending units stated they were adverse to holding 
common stock, some because they regarded common stock as unsafe, 
and others because they were unfamiliar with this form of investment 
(Joint Committee on the Economic Report, Subcommittee on Invest- 
ment, Volume and Stability of Private Investment, S. Doc. No. 149, 
81st Cong.). 

In a few instances when a small firm has become more firmly 
established and has increased its asset position through the reinvest- 
ment of profits or by borrowing, outside equity capital has been 
attracted. Rarely, however, is outside capital forthcoming during 
early development stages before actual marketing of products has 
begun and successful future operations are assured. 

In view of the price and risks of common-stock ownership, the 
yield after taxes is often not sufficiently great to attract investment 
unless there is a prospect of capital gains due to appreciation in 
investment values. 

There are many indications of a trend away from investment in 
equity securities to the investment in life insurance and Federal, 
State, and municipal bonds or the maintenance of savings accounts. 
Savings and investments today are motivated primarily by a desire 
for security and tax exemption. If investment is made in equity 
securities, it will be in the securities of a large, well-known corporation 
with a relatively long history of earnings and dividends, not in a small, 
unknown business where greater risk is involved. 

It was clearly indicated in the three studies mentioned above (pp. 
59-61) that very few small business concerns expected to secure outside 
equity capital through the organized securities market. The re- 
spondents in the Department of Commerce survey, for example, 
stated that their inability to secure equity capital from the issuance 
of securities was due to the localized nature of the business, and the 
high cost of raising small amounts of equity funds. 


SUMMARY—EQUITY CAPITAL 


It is essential to a system of free enterprise that new business con- 
cerns should be financed primarily by the savings of the owner. 
Unless a substantial proportion of the initial investment is provided 
by the owner, loans cannot be expected to play an important role in the 
initial stage of a business enterprise. though the amount of risk 
capital has diminished, and although capital requirements for new 
firms have increased and entrepreneurs have had to rely upon local 
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sources for initial equity capital, there has been a continuous injection 
of new concerns into our business community. It seems that there 
has been during the past few years sufficient equity capital for new 
small concerns. A greater diffusion of available risk capital through 
the increased use of private and regional investment groups, however, 
might be beneficial to the development of new ideas and processes 
where initial capital in the form of savings is lacking. 

There is evidence that small established firms need ‘additional equity 
or permanent funds with which to improve their competitive position. 
This inadequacy 1 is demonstrated by the inability of small concerns 
to acquire capital through security issues or through net earnings. 
In the past, small firms have relied upon profits to provide the funds 
necessary for expansion of plant or market, or because of their sensi- 
tivity to changing market conditions, to provide a reserve for bad 
years. Frequent changes in net earnings and the impact of income 
taxes have hindered the accumulation of business savings and their 
reinvestment in the business. While a large concern may “rely on out- 
side equity capital with which to supplement earnings, the small 
business is generally unable to attract additional investment by the 
sale of stock. This is due to the high cost of flotation of security 
issues and to the investor’s desire for investments which are relatively 
free of risk or which offer tax exemptions. 

The findings of recent surveys and the often recognized difficulties 
of small business in securing adequate equity capital are indicative 
of the continued demand of small business for permanent funds. 
Although a majority of small businesses are successful today in 
meeting their capital requirements, there are many firms worthy of 
investment funds but unable to obtain them. The number of these 
concerns is sufficiently large to constitute a problem in equity financing. 


PRIVATE SOURCES OF LOAN CAPITAL 


In previous sections the importance of ownership capital in the 
establishment of a new enterprise and in the financing of long-term 
business needs, such as the expansion of plant or expansion of markets, 
has been discussed. Generally, an attempt will be made to meet 
financial requirements through earnings or the investment of savings 
of individuals outside the firm. It was pointed out, in addition, that 
frequently the inability of a firm to avail itself of these sources has 
created a demand for borrowed funds of long maturities. In addition 
to long-term credit, most businesses will need loans to supplement 
their own financial resources to meet short-term requirements such as 
payrolls, the purchase of materials, to carry accounts, and for other 
purposes. 

In this section the needs of small business for long and short-term 
loans, the more important private sources of borrowed funds and the 
difficulties encountered by small business in securing credit from these 
institutions will be examined. The following section will consider 
similar aspects of Government lending. 


THE NEED FOR LONG- AND SHORT-TERM CREDIT 


The most important type of credit both in amount borrowed and 
the number of loans extended is in the form of short-term loans which 








64 REVIEW OF SMALL BUSINESS 


have a maturity of less than a year. These loans are customarily 
made for the purpose of financing payrolls, the purchase of raw mate- 
rials and semifinished or finished goods, and to help carry credit sales 
and accounts receivable. There are many different types of short- 
term credit varying according to the type of security and method of 
repayment. The majority of short-term loans made to small business 
are secured by inventories, plant and real estate, equipment, stocks 
and bonds, or by endorsement. A fairly large percentage of the cash 
loans made to small concerns have no ddlateed bas are simply made 
on the basis of the lender’s personal knowledge of the owner and the 
firm’s operation. Noncash credit in the form of outstanding accounts 
is also important to small firms, representing a large percentage of 
their current liabilities. 

There are two notable modifications of short-term wees 
whereby short-term loans become long-term in actual fact. A “r 
volving’’ type credit based on accounts receivable and field pumukione 
financing may have a final maturity of more than one year while 
frequent renewals of short-term notes also creates a long-term line of 
credit. 

Lending on a short-term basis is closely related to the volume of 
current assets of a concern and is of great importance to small business 
because of its high volume of sales compared to the amount of assets. 
Fluctuations in small business operations tend to make the need for 
this type of credit continuous for many small businesses. Only a 
small percentage of borrowers of short-term credit should be con- 
sidered “‘occasional”’ borrowers. 

Intermediate and long-term credit refers to loans with maturities 
of greater than 1 year, generally 3 to 5 years but on occasion extend- 
ing to 15 years or more. Credit of this type is not related to current 
assets as in short-term lending, but to sustained earning power over 
a period of years and to the firm’s ability to service the debt through 
the increased earnings permitted by the added assets. 

Although a distinction may be made between types of capital sup- 
plied in respect to maturity, considerable overlapping occurs in the 
use of these funds. Short-term credit may be used to finance fixed 
assets or long-run operations while long-term loans may be used to 
increase working capital and inventories. 

The extent to which any particular source of credit is called upon 
to supply funds to small firms depends upon many factors: the type 
of credit desired, the financial position of the business itself, the type 
of security available, bank policy, and other factors. Some finan- 
cial institutions extend credit of either short or long maturities but 
not both. Many small firms are handicapped in securing long-term 
loans because of inadequate collateral but may procure short-term loans 
based on inventory. When there is considerable risk attached to a 
loan or when one particular institution limits the amount of credit to 
any particular firm, that business may be required to seek some other 
source. General levels of savings may also determine the source of 
borrowing by increasing or decreasing the amount of credit available. 

The remainder of this section will be concerned with those private 
sources which engage in lending to small. business, trade suppliers, 
commercial banks, investment companies, finance companies, and 
others. As far as possible, the extent of lending to small business by 
each source will be indicated. 
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MERCANTILE CREDIT 


Manufacturers, wholesalers, distributors, and suppliers of fixed 
assets are the most important source of business credit at the present 
time. Small businesses are, by means of this noncash credit, able to 
acquire items for inventory and permanent installation through terms 
of 30 or 60 days or on an installment basis of 12 or 18 months. Mer- 
cantile credit has been extended not only to going concerns, but also 
has contributed to the initial investment funds of new business as large 
established concerns seek new parts suppliers, outlets and services 
(As indicated on p. 56, the percentage of investment capital from this 
source amounted to 8 or 9 percent.) 

It has been estimated that approximately 44 percent of business 
current liabilities in 1940 was trade debt as compared to bank debt of 
approximately 17 percent. Current liabilities were considered to be 
the same as short-term debt. (Business Finance and Banking, Neil 
H. Jacoby and Raymond J. Saulnier, National Bureau of Economic 
Research, 1947). 

Bank debt seems to have gained in importance with respect to 
short-term lending since that time; for in 1942, according to estimates 
based on Internal Revenue data, the total amount of notes and ac- 
counts payable by nonfinance corporations to other private business 
amounted to $24.0 billion. Of this amount, approximately $4.0 bil- 
lion, or one-sixth, represented bank loans. In 1951 total payables 
were $52.6 billion of which $13.2 billion, or 25 percent, were bank 
loans. (From information received from the Office of Business Eco- 
nomics, Department of Commerce, based on Bureau of Internal 
Revenue data—adequate data on an over-all basis are not available 
due to lack of information on noncorporate business.) 

The use of trade credit has several advantages over other types of 
external financing. It is related to the size of the business in volume 
of sales and is not dependent on the amount of assets, in which respect 
small business is frequently handicapped. It is a more expeditious 
means of financing and more readily adjustable to short period 
changes in volume of business done by the individual firm. 

Mercantile credit has, however, an equal number of undesirable 
qualities. If the business cannot afford to pay cash for its purchases, 
it must buy from those who will extend credit. A business loses 
thereby its ability to bargain with suppliers or to gain price and quality 
concessions and to reduce costs. Of greater importance is the extreme 
variation in the availability of trade credit. During -periods of 
national defense production when we generally have a supplier’s 
market, the amount of trade credit offered may decline. Suppliers 
instead demand cash either before or on delivery. Consequently, 
small firms which have become accustomed to using terms find their 
difficulties of remaining in operation increased. 


COMMERCIAL BANKS 


Many small firms are forced to rely on internal financing of both 
short- and long-term capital requirements. Others will supplement 
their requirements with loans from private individuals outside the 
concern. A large group of small enterprises, as has already been 
pointed out, must rely on borrowed funds from commercial banks for 

26934—53—6 
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working capital and long-term funds. While trade suppliers may 
contribute a large amount of noncash credit to these concerns 
through open accounts, commercial banks have supplied the largest 
proportion of cash credit. This has been demonstrated by many 
studies such as that of Jacoby and Saulnier (see p. 65) for the very 
early 1940’s, and by the Department of Commerce survey for the 
period June 1949 to June 1950 (see p. 60) when, on the basis of its 
sample, 66 percent of the number of small-business loans and 79 per- 
cent of the amount came from commercial banks. The remainder 
was borrowed from such nonbank sources as insurance companies 
(policy loans), small-loan companies, relatives and friends. 


Extent of Commercial Bank Lending 


The amount of commercial bank loans to business concerns of all 
types and sizes increased some $19 billion in the last decade, reaching 
an all-time high of $26 billion in 1952. A breakdown of commercial 
bank lending is given in the following table: 


TaBLeE 9.—Loans and investments at all commercial banks on selected dates! 

























































































Type of loan or investment 1914 | 1920 | 1930 | 1935 | 1940 1945 1951 
In billions of dollars 
Total loans and investments._......... 17.3 | 36.9 49.4 34.8 41.2 114.6 126.0 
ne aes 13.4| 286| 35.0] 150| 17.4 | 2.7 | 254.8 
a | i 79] O38] 268 
NII. 2... 1.02 nb ctaplgaeeclca aasgureane uated 7% 15.7 15.8 6.8 |{ 41.9 1.2 7.7 
SINS. 010k waigitiibeddiaitdbiindindancicto’ 2.0 2.0 4.3 
STINT 0. -«:'.scesnastncndl antbicaiediansetdietieakan 1.8 3.1 6.0 3.5 4.4 4.5 14.1 
ONE Fann cscs cnccccenershaumiaviesbies 4.5 9.8 13.2 4.7 1.2 6.8 2.6 
BRWORUNUIRE, BOUEE. oo ocncncccctauccboccccasck 3.9 8.4 14.4 19.8 23.8 .9 71.2 
U. 8. Government securities __..........- .8 3.6 4.9 12.8 16.6 84.1 58.5 
State and local government securities - - -- .6 1.0 2.2 2.7 3.6 3.8 8.5 
SN in eeiinceeanpniibiiiinnstinttaadiiecbatuaiseaied 2.5 3.8 7.3 4.3 3.6 3.0 4.2 
Percentage distribution 
Total loans and investments. .........- 100. 0.| 100.0 100.0 100.0 100.0 | 100.0 100.0 
eer me Oe A ee 7.5| 77.3| 70.9] 481| 422| m7| 43.5 
RE GEE ALOE GE. lf 192] 81] 2 
PN oh aaa ecmabiinwcunmeetmed > 41.0 42.2 32.0 19.5 |; 446 1.1 6.1 
ica cdwindas 5 lpia at eel | 4.8 LF 3.4 
snoring qunia mesa alk cited 10.5 8&4 12.2; 10.1 10.7 3.9 Ll 
RE Fea nit cdcnkoubconiadsdheiaiee 26.0) 26.5 2%.7| #135) 29 5.9 2.1 
Envestenents, total... 22.2... ccencee 22.5 | 27| m1] so] 7.8 79.3 56.5 
U. 8. Government securities. .........-- 4.6 9.7 9.9 36.8 40.3 73.4 46.4 
~ §tate and local government securities - --- 3.5 .7 4.4 7.8 8.8 3.3 6.8 
BI he itech thinnest ec Mee ain 14.4 10.3 14.8 12.3 8.7 2.6 3.3 














1 Data are as of end of June. For years prior to 1951, they are taken from a preliminary tabulation of a 
revised series of banking statistics. 

2 Figures for various loan items for 1951 data are shown gross (i. e., before deduction of valuation reserves); 
= do not add to the total and are not entirely comparable with prior figures. Total loans continue to be 
shown net. 

3 Includes agricultural loans. 

4 Estimated. 

5 Prior to 1940, includes loans secured by collateral other than securities. 


Source; Joint Committee on the Economic Report— Monetary Policy and the Management of the Public 
Debt—Part I, p. 528. 
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In reply to a questionnaire submitted by this committee, the Federal 
Reserve Board as stated that while no loan survey has been made 
in recent years, available information indicates that small business 
has participated in the postwar growth of bank credit expansion in 
accordance with its needs for such credit. The Board stated, however, 
that this ponerenpen does not justify the inference that small con- 
cerns in the aggregate or those in any particular industry account for 
the same proportion of number and dollar volume of commercial bank 
loans to business as in the fall of 1946. At that time the Federal 
Reserve survey of small-business loans showed that approximately 
77 percent of the number and 22 percent of the amount of member 
bank loans went to small business. There was an estimated total of 
673,000 bank loans outstanding to business at this time. (Small 
business was considered in this survey to be small manufacturing and 
mining concerns with total assets of less than $750,000; wholesale 
trade concerns with total assets of less than $250,000; retail trade, 
service, construction, public utility, including transportation, and all 
other concerns with total assets of less than $50,000.) 

Nearly one-third of the dollar amount of member bank loans in 
1946 and about 25 percent of the number were term loans. Of the 
144,000 loans of this type, 80 percent had a maturity within 5 years, 
while no more than 2 percent had a maturity of more than 10 years. 
It appears that the number of term loans outstanding was about 
double that of any prewar year. Of the 144,000 term loans out- 
standing in 1946, 90 percent of the number and one-sixth of the 
amount went to firms with assets of less than $250,000. 

Much of the postwar growth in commercial bank loans followed the 
outbreak of the Korean hostilities and was caused by first, the re- 
quirements of widespread inventory accumulation and second, the 
requirements of plant expansion and defense production. While 
small firms participated in the inventory build-up and the use of 
bank funds for this purpose, large concerns were much more heavily 
involved in plant expansion and production for defense. The Federal 
Reserve Board believes, therefore, that the growth in bank loans for 
the July 1950 to September 1952 period reflects a greater increase in 
bank borrowing by larger companies. For example, short- and long- 
term bank loans to manufacturing companies with total assets of less 
than $1,000,000 increased 22 percent in dollar volume (June 30, 1950 
to March 31, 1951), while manufacturing concerns with total assets 
of $1,000,000 and over increased 45 percent. 

The most recent date for which comparable data are available 
showed that between March 31, 1951 and December 31, 1951, bank 
loans to smaller companies had declined about 8 percent; loans to 
larger companies had increased 39 percent. (The full study sub- 
mitted by the Board of Governors of the Federal Reserve System to 


_ this committee appears at the end of this chapter on pp. 96-102.) 


Bank Loans, General Characteristics 
Some rather significant characteristics of commercial bank loans to 


' small business were developed in the Federal Reserve survey of 1946, 
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characteristics which, the committee believes, have changed little 
since the time the survey was made. 
They found that— 


sinall business that seeks funds from external sources is generally more dependent 
than large concerns upon short-term and intermediate credit to finance their 
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working capital needs and fixed assets. This was primarily because they lacked 
access to long-term borrowed and equity funds. . . . 

Small manufacturing and mining concerns use a relatively greater 
proportion of bank credit facilities than trade firms. This may be 
due to the necessity for more fixed assets and working capital and the 
greater size of the small companies in manufacturing and the pre- 
dominance of trade credit in retailing and wholesaling. 

While unincorporated concerns accounted for the greater precentage 
of small business loans, the average size of loans to incorporated con- 
cerns was greater. T his may reflect many things, particularly that 
incorporated firms have more to offer in the way of security for loans 
and that they have acquired better credit standing with banks. 

Loans to new small businesses are smaller than those to firms 
established at an earlier date. New concerns also have more loans 
secured and their interest rate on both secured and unsecured loans is 
higher. 

In both short- and long-term lending, the interest rate varied by 
size of the loan and type of collateral used. Generally, small business 
pays a higher rate of interest than large firms for loans of a given size 
and small loans bear higher rates of interest than large loans. In 
addition, unincorporated firms pay higher interest rates than incor- 
porated concerns. 

Two-thirds of the amount of term loans were to concerns with assets 
of $5 million or more. Ninety percent of the number of term loans, 
however, went to firms with assets of less than $250,000. Term loans 
to large business enterprises were generally unsecured. For smaller 
term loans, security collateral was usually in the form of real estate 
or equipment. The survey also pointed out that the amount of term 
loans extended by any particular bank depended upon the size of the 
lending institution. 

Considerable term lending is done through participation of several 
banks in order to diversify the loan risk and keep the amount borrowed 
from each bank within the maximum loan limits. Unfortunately, this 
type of interbank cooperation was confined to the largest loans and 
even then there was considerably less participation in 1946 than 
before World War II. There is ample evidence today to indicate that 
similar handling of small loans is necessary, particularly in order to 
diversify the risk. Many complaints have been made that small 
country banks cannot, because of maximum loan limits, or will not, 
because of bank policy or inadequate correspondent relationships, 
attempt to finance the long-term requirements of small business. 

Some attempt has been made to correct this inadequacy but much 
more needs to be done. ‘The National City Bank of New York, for 
example, has announced that it will grant medium- and long-term 
credit to small firms in New York City. ‘These loans will be between 
$1,000 and $10,000, repayable on a monthly basis, and will have a 
maturity of 3 years, in some cases 5 years. 

A Small Business Term Operations was begun by the Pennsylvania 
Company for Banking and Trusts, in Philadelphia, Pa., in January 
1950. Up until April 1951 it had conducted 2 ,700 interviews with 
small-business men. About 40 percent were considered worthy of 
further consideration. A total of 550 loans were made during that 
time amounting to $2,000,000 (from information received from the 
American Bankers Association). 
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The Chase National Bank of New York has established a loan fund 
of $10 million to be used for intermediate-term credit to small business. 
These loans will be made through one of Chase’s 3,700 correspondent 
banks, and Chase National, after a review pe riod, may take up to 
90 percent of the dollar amount of the loan at a minimum of 4% per- 
cent. A service fee for handling the loan will be allowed the local 
bank of one-half of 1 percent. The bank will participate up to 
$25,000. There is no indication, however, that this fund has been 
used extensively to date. This scheme should facilitate small business 
lending since it utilizes the knowledge of the local bank and the funds 
of the larger city bank. A definite effort must be made by both, 
however, to understand the needs of small business and the nec essity 
of tailoring loan requirements to the individual concern. 


Commercial Bank Credit Terms 


The majority of loans made by a commercial bank are secured by 
some form of collateral in order to limit the lender’s risk, to facilitate 
collection, and to provide greater assurance of ultimate repayment. 
The Federal Reserve survey of commercial bank lending in 1946 
indicated that nearly two-thirds of the number and some 44 percent 
of the total amount of all member bank loans were secured by some 
form of collateral or were endorsed (Federal Reserve Bulletin, June 
1947, Security Pledged on Member Bank Loans to Business). 

As the size of the borrowing concern increases, the proportion of 
total loans which are secured decreases. This means that large com- 
panies with extensive markets are able to borrow on an unsecured 
basis, and that small concerns must pledge security in order to obtain 
credit. There are many reasons given by the survey for this rela- 
tively greater need of collateral for loans to small business. Large 
firms have detailed and certified accounts, their credit-worthiness is 
generally recognized, and alternative sources of financing permit these 
firms to bargain. with lenders. Small business, however, generally 
lacks adequate financial records, has a less successful record of opera- 
tions and does not have other means of financing. The necessity for 
small firms to furnish collateral affects their borrowing since these 
concerns often lack sufficient collateral to obtain the amount of credit 
considered necessary. Commercial banks have been credited with 
increasing the availability of credit to small business through the 
introduction of new methods of lending, such as accounts receivable 
loans, field warehouse loans, term loans, the financing of machinery 
or equipment on an installment basis and consumer installment 
financing. Bank loans were formerly in the form of short-term credit 
with periodic renewal, subject, however, to failure of renewal or call 
of the loan in periods of business recession. As noted above, these 
loans have generally been secured by real estate, liens on equipment, 
inventories and endorsement. While many small businesses have 
benefited from this acceptance by banks of longer maturity dates 
which are more readily adaptable to the financial structure of small 
concerns, the problem of availability has arisen. With perhaps the 
exception of term lending, there are many indications that bankers 
in many parts of the country have been reluctant to adopt these types 
of loans, 
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Recent Surveys 


Of the 92 companies interviewed in Pioneer Valley, Mass., 35 
percent were financing themselves completely while only 41 firms were 
using bank loans and mortgages, with banks supplying most of their 
short-term credit. Of the 16 cases where financial requirements were 
not being met, only 6 needed additional short-term loans and each of 
these 6 had a poor record of profits; 3 were currently unprofitable, 5 
had been in financial difficulties, and 5 had made a profit in fewer than 
three-fourths of the years in which they had done business since 1940. 

It might be concluded from this that there was an adequate supply 
of short-term credit in this area, particularly in the form of working 
capital loans from commercial banks. The favorable picture pre- 
sented here, however, must be qualified by other information received 
from the correspondents. There were some 51 companies without 
bank loans. More than half did not need them, many had never 
borrowed, and many had borrowed in the past and expected to 
borrow from banks in the future. Eighteen of the fifty-one businesses 
without bank loans expressed dissatisfaction with banks in the 
area. They felt that banks were “too tough, were not willing to 
help, too cautious, or would not loan enough.’’ It is also interesting 
to note that of the 80 firms currently operating at a profit, 24 percent 
had an unfavorable attitude toward banks. Of the 42 concerns which 
had experienced profits for all of the past 10 years, 17 percent had an 
unfavorable attitude toward banks. In view of these replies, the 
survey reached the following conclusion: 

While commercial banks satisfactorily serve most small industrial firms, 
especially for short-term loans, the wide variation in bank policy and practices 
apparently handicaps some responsible companies. 

This study also revealed that even profitable enterprises, many of 
which were meeting all their credit need by self-financing, recognized 
the need for additional long-term capital. Of the 80 firms that were 
currently profitable, 11 percent saw a need for more long-term capital. 
Of the 42 firms which had been profitable during all of the past 10 
years, 7 percent thought that long-term funds were inadequate and 
of those firms which had never been in financial difficulty, 10 percent 
felt that there was a long-term capital deficiency. 

The Virginia survey supported to some extent the complaints of 
small firms concerning the inadequacy of different types of financing 
and the inability of many banks to handle business credit needs. 
When considering the reasons given by banks for declining loans as 
originally proposed, out of 68 replies there were 3 instances in which 
the loan requested was too high, 9 cases in which longer-term credit 
was required, and 10 additional instances where the loan was con- 
sidered an acceptable risk for a long-term creditor or permanent 
investor. It should also be mentioned that in 49 cases where credit 
was refused by a bank, 20 were able to obtain it elsewhere. 

The following table has been included here to indicate the avail- 
ability of different types of loans in Virginia. The tentative conclu- 
sion was that banks were weak in this respect and that considerable 
improvement was needed. Only three types of credit were regularly 
used by banks, liens on machinery and equipment, assignment of life 
insurance, and monthly or regular installment loans. 
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+. 
Taste 10.—Banks—General information—Types of financing offered Virginia 
business by Virginia banks 











Total 
I on ciciccnenetineanmnavonnmeneinnadess 176 
Has your bank ever handled business loans of the following types: Yes No No answer 
a. Assignment of accounts receivable? ......................-.--...- 74 100 2 
a so  nabinguonebeanpennoseuis 124 5 1 
i ee EE SS 65 108 3 
RE ES OEE ae 29 143 4 
a cudintiagesuuncauececé 73 102 1 
FE nied Recta soba tuscadtanbivebecwsaceicgecsus 8 161 7 
f: Unsecured term loans under special loan agreements? -.__. 88 | 84 4 
. Term loans against plant liens or other security? - -____-_- 84 | 88 4 
i. Liens on machinery , motor vehicles, or other equipment?__- 174 | 2 | 0 
f: ne ee enaeedeoeneueodeucoua« 96 | 78 2 
. Assignment of property RMN Be ee Sees ee) re 69 | 105 2 
ee EEE EIA ee 169 6 1 
m. Monthly or other regular installment payment loans? __.______- 172 | 2 2 
n, Construction advances on individual or group housing projects? 124 52 0 
o. Subordination of existing debts owing to principals or others? _- 35 135 6 
p. Assignment of Government contracts under Assignment of 
SS A a UN a CET a 30 | 142 | 4 
eee ne een cmanucmecetin 65 | 109 2 
r. Participations with Federal Reserve Bank?..-.........-..-..--- 14 155 | 7 
s. Loans with final maturities as long as— | | 
iia ctbietdatateikdhbcchbbhwinknkuewiindkecdacsebe 140 16 20 
I ocak tile tee Rh tint acekunanekioons 126 31 19 
aa nace aches Rita ce cach titan aeebcmtninings 114 50 12 








Source: Commonwealth of Virginia, Advisory Council on the Virginia Economy. 


The preliminary results of the survey on availability of credit in 
Virginia illustrated, in addition, a need for long-term credit. It is 
impossible to determine from the data made available to this com- 
mittee, however, whether the concerns needing long-term funds were 
credit-worthy. In the opinion of the lenders, many firms desired to 
borrow when current earnings were insufficient to meet repayment. 
Future operating prospects and purposes of proposed loans were con- 
sidered unsound and many firms needed additional equity capital. 

Table 10 points out that many banks in the Virginia area do not 
engage in long-term financing. "The following tables (Tables 11 and 
12), are included to demonstrate the need as expressed by business 
concerns. The first table covers replies for established concerns, 
while the second table consists of the response of enterprises established 
during 1949. 


TaBLE 11.—Established business—are the present sources of financing adequate? 


Total, Virginia 





Source: Commonwealth of Virginia, Advisory Council on the Virginia Economy. 
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os 
TABLE 12.—1949 charters—Did you find sources of financing adequate? 


Total, Virginia 














Number of reporting firms_...............- 79 
| 
SEE ninth \ctiminledercubidhAuientkwee danced Adequate am | Parente Inadequate| Refused | Now using | Would use 
Sci sda ake, 
(1) Temporary, seasonal credit. ........._- 39 7 1 17 11 
(2) 1- to 5-year credit... _. ae tinesiea 19 15 7 12 19 
3 Longer-term bond issues_.............- 7 es 2 6 
4) Permanent capital_...................- 26 7 8 7 


Source: Commonwealth of Virginia, Advisory Council on the Virginia Economy. 
LIFE-INSURANCE COMPANIES 


In recent years, life-insurance companies have increased their 
participation in small-business financing primarily through the use of 
the mortgage loan and to a very limited extent through the purchase 
of debt and equity securities. At the end of 1949, life-insurance assets 
totaled approximately $57 billion and have been increasing at the rate 
of $3 billion a year. 

In 1949, the 17 major companies made mortgage loans totaling 
$331 million. Approximately 53 percent of the number of these 
loans went to firms with assets of less than $200,000; these loans 
accounted for only 18 percent of the amount. Twenty-seven percent 
of the number of loans and 6% percent of the dollar amount went to 
firms with assets of less than $100,000. 

Life-insurance companies have engaged to a great extent in direct 
loans or private placement where debt securities are purchased with- 
out being offered to the public, in addition, of course, to the purchase 
of bonds on the market. The amount of small- business securities 
purchased is small. During 1948, 28 insurance companies acquired 
$2,507,000,000 of industrial and miscellaneous bonds through direct 
and indirect purchases. Of these purchases, however, $25 200,000, 
or a little over 1 percent of the total, represented bonds of industrial 
enterprises with assets of less than $2,000,000. Figures are not 
available for the purchase of bonds from firms which could actually 
be considered small. The amount was undoubtedly insignificant. 

Some 41 States permit life-insurance companies to invest in certain 
common stock of business concerns. New York State, for example, 
in March of 1951, liberalized its law governing such investmen: so that 
life-insurance companies could invest up to 3 “percent of total assets or 
one-third of its surplus, whichever is less, in common stocks. The 
liberalization seems to have had relatively little effect upon such in- 
vestments as there has been an increase of only some $100,000,000 
since that time, bringing the total investment ‘of New York State 
life-insurance companies in common stock up to a total of $650,000,000. 
Prior to 1951 these companies were required by law to restrict their 
investments to preferred or guaranteed stock. The liberalization 
created by the 1951 amendments permits investment in common stocks 
or shares if the institution is solvent, has paid cash dividends on stock 
for a period of 10 years, has earned during the same period at least 4 
percent on the par value of all shares outstanding and where the shares 
are registered in a national securities exchange. Obviously this re- 
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vision in the New York State insurance law will not help small business 
in general, but will be effective in only a few particular instances. 

These companies have been primarily engaged, therefore, in mort- 
gage lending or bond purchases. The mortgage type of investment, the 
companies have found, requires extensive investigation and involves 
considerable administrative cost. In addition, loans can only be 
made when there is a minimum of risk involved. Unless there is con- 
siderable physical value to offer as collateral, a history of successful 
earnings is required. As a result of these restrictions, many small 
businesses are unable to participate in the lending programs of life- 
insurance companies. 

In instances where a small firm has a record of successful earnings 
and has adequate physical value, there still remains the problem of 
liaison. The lack of established small-business programs within 
insurance companies and the unfamiliarity of small concerns with 
programs which do exist have hindered the full utilization of the 
investment potential of insurance companies. Insurance companies 
have often expressed a desire to participate in small-business lending 
and are gradually developing programs to effectuate this. Most plans 
consist of participation with local banks where the insurance company 
takes a major portion of the loan. 

It is essential that some means be developed whereby small firms 
may utilize this vast source of savings, particularly in view of the trend 
of investment away from business enterprises requiring long-term 
capital to insurance companies, savings banks, and large successful 
corporations. 

COMMERCIAL FACTORS 


Factors, while not an important source of credit to business in 
general, are important to small business in certain industries, such as 
textiles, fuel, shoe, paper, lumber, and furniture in a few particular 


geographic areas. This type of financing involves the assignment of 


accounts receivable without recourse if the account cannot be collected. 


_ It can only be used in a situation where the firm has accounts receivable 


_ which can be checked and which do not carry too great a risk of loss 


from bad debts. 

The cost of this type of credit is high including a minimum percent- 
age charge for the service of assuming the risk, a charge for the use of 
funds advanced prior to collection, plus other charges. If a small firm 
is dependent upon a factor for its short-term capital needs, it may find 


_ that the latter will exercise considerable control over the direction of 


the firm’s sales. 


COMMERCIAL FINANCE AND SMALL LOAN COMPANIES 


Short-term credit secured by accounts or notes receivable is provided 
by commercial finance companies with some longer-term loans secured 


| by chattel mortgages on machinery or liens on inventory and accounts 
receivable. This source might also be considered to include sales 
financing companies which discount installment paper of dealers in 


-consumer durables. Here again the principal objection to this type of 


‘financing is the high cost of borrowing, varying from 5 to 25 percent. 


Like the commercial factor, however, this source is of relatively minor 


importance to business concerns. 
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Small-loan companies also supply short-term credit to small business 
through the use of notes or the pledge of accounts receivable. The 
cost of financing in this instance is extremely high and generally used 
as a last resort. 


VENTURE CAPITAL COMPANIES AND INDUSTRIAL FOUNDATIONS 


Another source of long-term capital for small business has been the 
private investment or venture capital company. Until recently, how- 
ever, the activities of this group have been very. limited, in many 
instances confined to those small firms which show exceptional promise 
of high earnings, or a distinct competitive advantage. Investment 
generally occurs only when commercial feasibility has been assured 
et among concerns which are engaged in developing a new process or 

roduct. 
. Financing is generally accomplished by the purchase of securities 
or debentures and frequently management and technical services are 
supplied. While majority control may not be assumed by the invest- 
ment group, an active interest in management is meerely maintained. 

Since the investments of these companies are directed primarily to 
small enterprises, it can be assumed that many deserving businesses 
have benefited. The committee believes that an important role can 
be played by venture capital companies in supplying risk capital to 
small business. It assumes, however, that the emphasis on a high 
rate of return will make their aggregate investment rather small. 

There has been, since World War II, an increase in community non- 
profit organizations for the purpose of attracting new industries or for 
assisting established local industries. In 1949 the Tulsa Chamber of 
Commerce found that there were 72 foundations attempting to im- 

rove local conditions (from information supplied by the American 

ankers Association). Industrial foundations aid business through 
direct loans, the purchase of stock and other obligations, the purchase 
and improvement of real estate, or by other methods. Financial aid 
is advanced primarily through the acquisition of floor space for the 
concern in need, permitting thereby greater efficiency and expansion. 
In many areas, small firms are at a competitive disadvantage because 
of the inadequacies or inefficiency of their buildings. 


Development Credit Corporation of Maine 

A recent development in this particular field is the Development 
Credit Corporation of Maine which has not confined its activities to 
locating new business, but is actively engaged in supplying risk capital 
to small business. Since it is expected that many more of this type 
of financial institution will be established, it might be well to discuss 
briefly its operations. 

The Corporation has capital of $50,000, subscribed by 77 Maine 
individuals, business firms, and utilities. Banks and other financial 
organizations do not subscribe since there is too high a degree of risk 
attached to the Corporation’s investments. Funds for investment 
however, come primarily from loans to the Corporation by commercial 
banks, trust and insurance companies, savings banks and building and 
loan associations in the State of Maine which are voluntary members 
of the Corporation. These groups agree to lend funds upon call of 
the Corporation up to a maximum amount of 2% percent of their own 
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capital and surplus at the rate of 2 percent a year. The total call 
privilege as of January 1951 was $534,000. With additional members 
this can be brought to a $1,500,000. The funds received from the 
members are in turn loaned in the form of demand notes to business 
at a minimum of 5 percent. Operating expenses are paid from the 
difference of the borrowing and lending rates. Profits will be used 
primarily to cover losses and build up reserves against losses. 

The Corporation does not attempt to compete with existing financial 
institutions, but is concerned with providing risk capital which other 
sources are unable to provide. In fact, loans are prohibited if other 
sources of financing are available. 

Between May 1950, when the Corporation made its first loan, and 
January 1951, loans had been made to 10 manufacturers with 3 addi- 
tional loans approved. The ratio of loans granted to applications 
submitted is not very high but it must be remembered that these 
loans are granted only when other institutions have refused. Fre- 
quently, existing financial institutions have extended credit based 
upon investi ee of the Corporation and often the initial loan is 
supplemented by community subscription. While the success of 
this venture may be measured in terms other than return on invest- 
ment, the ultimate test will be the loss experience of the Corporation. 
It is too early as yet to determine what this loss ratio will be. 

It would appear that there is a great need for financing organiza- 
tions such as the Development Credit Corporation of Maine. The 
funds made available to small business by this organization are of 
the type so badly needed, long-term capital at a “reasonable cost, 
which cannot be obtained from existing sources. The committee feels 
that while subsidies are not desirable nor may private groups assume 
too great a risk of loss on investment, investment by groups organized 
solely for profit are not a complete’ answer to small-business needs. 

2 work of economic and social value may be accomplished through 
the nonprofit institution. Many would argue that investment is 
directed so as to achieve the greatest possible return. There is not by 
any means this perfect fluidity of equity and risk capital. Actually, 
particularly in regard to small business, funds are strictly regional in 
character. The answer, therefore, is a regional organization, built 
upon a broad base of investors, utilizing local financial institutions. 
The committee believes that when commercially sound small busi- 


} nesses are denied necessary capital from local institutions, some other 


source must be utilized. The committee, therefore, strongly en- 


) courages the continued establishment of development corporations 
, or industrial foundations on a regional basis. 


SUMMARY-—PRIVATE CREDIT 


There has been some improvement during the past two decades in 
the ability of small business to secure credit from private sources. 
While there is still considerable conservatism on the part of many 
bankers and insufficient correspondent bank relationships, there have 
been improvements on the part of the both banks and business itself. 
Banks are gradually increasing their use of accounts receivable and 
installment loans, with the greatest improvement in the use of term 


j lending. Small business has become more familiar with and has 


adopted better accounting practices, inventory controls and financial 
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reports, making the firm more credit-worthy and thereby facilitating 
appraisal of the business by banks. To some extent there are new 
sources of venture capital engaged in long-term lending. 

Despite these developments in types ‘of loans advanced to small 
business, and in the number of venture capital sources, there still 
remain numerous discrepancies between borrowing by small and large 
businesses which tend to augment the competitive advantage of the 
larger firm. In other instances it is found that existing private sources 
of borrowed capital have not been exploited to the fullest extent. 

As in the case of equity capital, most of the difficulty small firms 
encounter in securing adequate credit on reasonable terms is due to 
the nature and the size of the business itself. Interest rates on bank 
loans are higher for the small firm and for the small loan. Rates are 
also higher for the unincorporated concern and for the type of col- 
lateral generally offered by the small business. Part of this differ- 
ential is justified by the necessity of spreading administrative costs 
over smaller loans. Part of the higher rate is also justified, accord- 
ing to banking people, by the greater element of risk attached to a 
small firm. A small business located outside urban areas must rely on 
the local banking institution which may not be able to handle the 
type of loan desired because of size or maturity, and necessity of safe- 
guarding liquidity. When there is inadequate correspondent re- 
tionships on the part of the local bank, frequently a well-deserved 
loan will be ignored by city banks due to lack of interest, the necessity 
of investigating the applicant, or for other reasons. 

Many small firms are handicapped because of inadequate records, 
lack of credit history and previous bank relationships, or simply by 
their inability to present their cases adequately. Because of size and 
newness they have insufficient equity to secure adequate long-term 
financing. The ratio of debt to equity is high among a large number 
of small firms and hinders further debt financing. 

Term lending, in particular, is adversely affected by the greater 
turnover among the small business population. This may be due to 
changes in demand and fluctuations in earnings or loss to the business 
of the services of the owner. Since many small firms exist because of 
the ability and skill of the owner, it is important that this individual 
remain in close contact with the firm. 

Fluctuation in profits and business mortality force credit institu- 
tions to require substantial collateral for a majority of the loans made 
to small business concerns. Many small enterprises specialize in unique 
skills and service with a resulting low ratio of assets to volume of 
business. There are frequently, therefore, little real estate or other 
fixed assets to provide necessary collateral. The special-purpose 
quality of the fixed assets of many firms also reduces resale value and 
the desirability of these assets as security. In addition many small 
businesses are renters rather than owners of real estate. For these 
reasons it is necessary for commercial banks to increase the availability 
of inventory, accounts receivable and field warehouse financing, and 
other types of credit which are more closely related to the kind of 
assets which are typical of a small firm. While this may increase the 
cost of financing, it will also increase availability. 

The complaints of small business in regard to the lack of borrowed 
capital seem to be confined to two particular aspects of credit financing. 
First, many local and small banks are frequently unable to supply 
funds in sufficient amounts and with the desired maturity to satisfy 
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the requirements of small concerns in that area. Since there often 
are no other financial sources, the firm generally foregoes expansion, or 
efficiency improvements. Second, many banks, because of con- 
servative lending policies, are unwilling to develop new types of financ- 
ing which would meet the needs of the small firm. 

The lack of sources for permanent long-term investment in particu- 
lar has created a significant demand for borrowed capital. The com- 
mittee believes, as do many bankers, bank supervisors and students of 
small business financing, that this situation is indicative of the need 
of many credit-worthy business enterprises. The financial require- 
ments of small business vary from time to time with fluctuations in 
business activity. Despite periods of prosperity when small business 
in general may be able to satisfy its financial needs through self- 
financing and borrowing, there always exists a rather large group of 
small concerns which is unable to procure sufficient capital to permit 
continued or expanded operations. Therefore, it is evident that 
because of personal and business income taxes, changes in savings 
and investment preferences and other obstacles inherent in our 
economic system, existing financial institutions are not equipped to 
fulfill all the legitimate financial requirements of economically sound 
small business enterprises. 


GOVERNMENT LENDING PROGRAMS 


There has arisen from time to time a need for additional financial 
aid created by inadequacies in private financing or by sudden demands 
for increased investment for defense production. In recognition 
of this demand for additional sources of canital, the Congress has 
established various programs which provide for direct financing with 
agency funds or indirect financing through established financial 
institutions. 

This section is a discussion of the work of the Reconstruction 
Finance Corporation and the Federal Reserve Banks and other loan 
programs, such as guaranteed and defense loans, to determine to 
what extent they have contributed to small-business financing and 
the necessity for Government loans to business under more normal 
circumstances. 


THE RECONSTRUCTION FINANCE CORPORATION 


At the present time the Reconstruction Finance Corporation is 
engaged in providing credit to firms in defense or essential civilian 
production when working capital and funds for expansion or improve- 
ment are necessary to permit such business concerns to fulfill their 
requirements. At another time, such as during periods of business 
recession, RFC might lend to counteract a contraction of credit by 
commercial lending organizations or to meet the financial require- 
ments created by a particular situation where the Congress has 
inaugurated a specific lending program. Generally, the work of 
RFC is designed to supplement the lending activities of private 
institutions and to distribute credit where it is needed. 


Lending Authority and Administrative Policy 


The lending activities of the RFC at the present time consist of 
three principal types: loans granted under Section 4 (a) of the RFC 
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Act (Public Law 2, 72d Cong.), as amended, which includes direct 
loans to business and participation in bank loans; loans extended 
under Section 302 of the Defense Production Act of 1950 (Public 
Law 774, 8lst Cong., effected by Executive Orders 10161 and 10281); 
and loans extended under Section 714 of the Defense Production 
Act of 1950, as amended (Public Law 96, 82d Cong.). 

The RFC Act as amended sets forth several specific statutory 
requirements which must be followed by the Corporation in its 
lending program to business. Under Section 4 (a), credit cannot be 
granted in competition with private institutions unless the conditions 
under which the business would acquire this credit are unreasonable. 
All business loans must mature in 10 years or less. In cases of partici- 
pation with banks, where the RFC assumes a certain percentage of 
the risk, the amount of the Corporation’s participation is limited to 
70 percent of the balance outstanding at the time of disbursement 
where the total amount borrowed is $100,000 or less, and 60 percent 
where the loan is over $100,000. Finally, all loans must be of sound 
value or so secured as to reasonably assure retirement or repayment. 

The loan criteria established by Congress have been supplemented 
by rather detailed loan policy statements of the Corporation. In 
effect, the Corporation states that loans shall be made in the interest 
of the general public rather than in the interest of the individual 
borrower; loans will not be granted which would tend to promote 
monopoly, and particular consideration will be given to the credit 
needs of small business enterprises. In addition to the above policy 
statements, RFC has said that among the principles to be considered 
effective during the present period of defense mobilization are the 
following: 

(1) All loans of RFC must assist in the production of military or 
essential civilian requirements. This means that a loan will meet policy 
requirements in cases where a contract or subcontract or purchase 
order has been received, accelerated tax amortization has been 
allowed, a national or regional shortage exists in any particular com- 
modity or service, the product is a necessity rather than a luxury, or 
when a company is converting to production essential to national 
defense. (2) A loan should not be inflationary in that an increased 
supply of goods or services will be forthcoming or a decrease in supply 
prevented (Reconstruction Finance Corporation, 1951 Annual Report 
and Financial Statements, p. 57). 

Under Section 302 of the Defense Production Act of 1950 (Sec. 714 
loans are discussed on p. 82) the Government is authorized to make 
loans to private business enterprises for— 
the expansion of capacity, the development of technical processes, or the produc- 


tion of essential materials, including the exploration, development and mining of 
strategic metals and minerals. 


These loans are made principally to permit the construction or pur- 
chase of facilities, land, buildings, machinery, and other equipment 
and for working capital purposes. Working capital loans may be 
made incidental to and to supplement a facilities expansion loan or 
may be the major purpose of a Section 302 loan with additional 
facilities expansion credit incidental to the working capital require- 
ments. Presidential directive makes RFC the final authority, not 
merely a fiscal agent, in granting Section 302 loans with the De- 
partment of Agriculture, the Defense Materials Procurement Agency, 
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and the Defense Production Administration as certifying agencies 
DPA certifies loans for manufacturers and other business e nterprises; 
the Department of Agriculture certifies with respect to loans in con- 
nection with food and food facilities and DMPA certifies for loans in 
connection with strategic and critical materials. 

In their determination of essentiality, the Department of Agri- 
culture, DPA, and DMPA must consider the following factors as 
established by administrative directives: (1) Is the fac ilit y expansion 
technologically feasible? (2) Is this expansion essential to national 
defense? (3) Is there a shortage of the item to be produced? (4) Will 
the proposed expansion come within the expansion goals already es- 
tablished? (5) Could this shortage be met through the issuance of 
amortization certificates rather than by direct lending? 

Loans made by RFC need not be certified if the proceeds of the loan 
are to be used chiefly to provide working capital with only minor 
amounts for facilities expansion. In this instance, RFC requires 
satisfactory evidence from the defense procurement agency involved 
that a defense contract has been awarded or that important defense 
work is being performed for which this capital is needed. 


Section 4 (a) Loans 
RFC business loans granted under Section 4 (a) are of two types: 


' direct loans and loans made in participation with commercial banks 


or other lending institutions. In the former case, the Corporation 
will use its own funds and will administer the entire loan. In loans 
involving bank participation, the Corporation agrees to purchase 
immediately an agreed percentage of each disbursement on the loan; 
or in cases of deferred participation, the Corporation agrees to pure hase 
upon ten days demand of the bank a stipulated percentage of the 
unpaid balance of the loan. According to RFC policy, direct loans 
are not to be granted until an effort has been made to secure bank 
participation. 

While the typical RFC loan has carried intermediate- and long-term 
maturity dates, the number of short-term loans increased during 
1951. The Annual Report of RFC for 1951 states that this w as due 
in part to the inability or unwillingness of banks to make “‘V”’ loans 
in connection with procurement contracts at that time. Out of 2,702 
business loans, 335 had a maturity of less than 24 years, 1,174 for 
2% to 5% years, and 1,193 for over 5% years. 

‘Nearly ‘90 percent of the loans authorized in 1951 were for $100,000 
or less. Distribution by size is shown in the following table: 


TABLE 13.—Sec. 4 (a) loans authorized in 1951, distribution by size 











Percent of 
Size class Number | total Amount! 
number 
nc Eee es Yet Ot deer are baad 
SUR Ne 6 a enh 2. edn abdletandeckubanmitincdoscawede 744 ml one 27.5 | $4, 022, 000 
i ieah ah nut Sdeenhesaactivekbadeye<>-dxwins 651 24.1 | 11, 657, 000 
Ce nen ee rele | 542 20.1 | 21, 018, 000 
SUSU NNOOIS -Linrssi abies eins eked 474 17.5 | 38, 279, 000 
Subtotal $100,000 or less.._......----.- 2-2 eee 2,411 | 89. 2 | 74, 976, 000 
$100,001 to $500,000... ...............--. sdaahcanyimopssiuetoitelanal 233 | 8.6 52, 836, 000 
Se dis w cae monuaeadermncee 58 | 2.2 173, 537, , 000 
aa —— an main 
nS Ie ea eed 2, 702 | 100.0! 301,349, 000 


' Includes banks’ cians of aribabietian loans. 
Source: Reconstruction Finance Corporation, Annual Report, 1951. 
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Despite the fact that the Corporation extends a considerable 
number of large credits, it feels that its business loan facilities are 
primarily for small business. The Corporation stated that of the 102 
business loans for over $1 million made during 1948 and 1949, only 
nine of these firms were listed on the New York Stock Exchange and 
only a third listed in Standard Corporation Records or Moody’s Manual 
of Investments. Not one of them was considered to have been domi- 
nant in its field. (RFC Assistance to Small Business—1950.) 

RFC Acceptance of Business Loans Refused By Banks 

Since a borrower of RFC funds must be unable to procure credit 
from other sources on reasonable terms, it is pertinent to note the 
number of unsatisfied credit demands filled by the Corporation. The 
lending activities of this agency are indicative of the need of small 
business for additional credit facilities. 

A sample survey covering 300 business loans authorized by RFC 
in 1949 and 1950, none of which exceeded $100,000, showed the 
following: 

Approximately 41 percent of the 445 banks approached by these 
concerns declined loans because the maturities requested were too 
long. Even when short-term credit was already extended, the banks 
refused to engage in long-term financing. These refusals were usually 
based on bank policy or inadequate funds. 

In over 10 percent of the cases the bank declined the application 
because the collateral was considered unacceptable in light of bank 
policy or a specific type of collateral was not deemed desirable. Of 
the three hundred loans which had previously been refused by banks, 
the RFC authorized $9,125,477, secured by collateral conservatively 
appraised at 135 percent of the amount authorized. 

No specific reason for refusal was given in 16 percent of the cases 
with refusals stated in most general terms. Other reasons cited by 
banks for refusing credit are typical of the small firms’ handicap in 
securing adequate credit. They were that the requested loan exe eeded 
the bank’s legal limit, the bank was low on lendable funds, earnings 
and credit records had not been established due to newness, etc. 
(Reconstruction Finance Corporation, 1950; RFC Assistance to Small 
Business). 

In a study of RFC loans in 1951, no less than 36 percent of banks 
contacted by RFC _ borrowers indicated they not only had every 
confidence in the applicants’ probity and chances for success but would 
demonstrate their confidence by making short-term credit available 
to the applicant if and when RFC approved the long-term loan (Mone- 
tary Policy and the Management of the Public Debt—Part 2, Joint 
Committee on the Economic Report, 82d Cong., p. 963). 


Applications and Refusals of Business Loans 


In an analysis made of loan applications in 1949, the Corporation 
found that one out of every five applications was withdrawn before 
final action had been taken. At least 17 percent of these withdrawals 
were due to the ability of the company to make financial arrangements 
elsewhere. Frequently the RFC in its investigation has been able to 
help the applicant secure credit from existing sources or to arrange his 
affairs so that credit was not deemed necessary. 
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The number of applications to the Corporation for business loans 
has declined considerably since 1949. In that year 8,156 applica- 
tions were received, compared to 5,770 applications rec eived during 
the fiscal year 19: 52. The perc entage of approvals has also decrease .d. 
Considering applications pending at the beginning and end of the 
fiscal year, “and the number of withdrawals, approximately 60 percent 
of the loans acted upon in 1949 were approv ed. In 1952 the percent- 
age was approximately 45 percent. The committee was informed by 
the Corporation that much of the decline in applications and approvals 
has been due to an emphasis on lending to support the defense program 
in conformance to current loan policy. 

While regional officers may investigate and process applications of 
loans for $100,000 in cases of bank participation and $50,000 for 
straight loans, all loans must be submitted to Washington for policy 
approval. All refusals must, in addition, be made in Washington. 
RFC has stated that no applic ations are declined until every alterna- 
tive source of financing is investigated or until examination fails to 
demonstrate any possibility of a sound loan. 


Loans Made by RFC Under Section 302 of the Defense Production Act 
As mentioned above, Section 302 loans are made primarily to 
permit the construction or purchase of facilities, land, buildings, ma- 
chinery and other equipment and for working capital purposes to 
expedite production and deliveries on Government contracts. 

RFC has final authority in granting Section 302 loans. Applica- 
tions for loans by businessmen are submitted to RFC field offices and 
the Corporation investigates these applications for credit-worthiness. 
If the application meets the qualifications of RFC’s regular lending 
authority, Section 4 (a), it will be processed as a business loan. 
Otherwise, the application must receive a certificate of essentiality 
from either the Secretary of Agriculture, DMPA or from DPA. 
This means that where the application does not qualify in respect to 
the conditions of collateral and maturity requirements of Section 4 (a) 
it may be considered under Sec tion 302, where the potential earnings 
and the management factor are given more weight. 

During the fiscal year of 1951, 453 applications aggregating 
$1.2 billion were given to RFC for review by the delegate agencies. 
Of this number 38 loans were found to qualify under the regular 
lending powers of the Corporation and were approved in the amount of 
$62,580,000. Applications which did not qualify in this respect were 
returned to the delegate agencies accompanied by credit reports and 
recommendations for the guidance of the agencies. The agencies 
then decided that 40 of these applications for $68 million should o 
accepted in the interest of aetna) defense and requested RFC 
the fiscal agent to service them. 

As indicated in the following table, as of September 16, 1952, DPA 
_ 176 certificates of essentiality for facilities loans outstanding, for 

1 total of approximately $197 million. Loans for less than $100,000 
sinaeed for 23 percent of the number and 2 percent of the total 
amount. 
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TABLE 14.—DPA certificates of essentiality for facilities loans, under sec. 302 of the 
Defense Production Act, outstanding as of Sept. 16, 1952 


| | 
Size of loans | Number | Percent Total amount Percent 
Under $100,000. _........- ee 40 
$100,000 to $500,000. __...-....-------- ‘ 80 
$500,000 to $1,000,000___ 26 19, 369, 034 | 10 
$1,000,000 to $5,000,000- .- - ; : 26 55, 883, 123 | 28 
Over $5,000,000__- ee ‘ . 1 2 | 97, 101, 839 49 


$2, 141, 597 2 
22, 165, 840 | 11 


| 
| 
| 


2 

1: 

1 

Total 176 | 100 | 196, 661, 433 | 100 
| | | | 


Source: Loan and Procurement Division, Defense Prc juction Administration. 


The Department of Agriculture had, as of September 18, 1952, only 
three certificates of essentiality outstanding for a total of $2,920,692. 
In each case the loan had been made to a small concern. 

The Defense Materials Procurement Agency had, as of November 
19, 1952, recommended 27 loans for facilities expansion purposes 
through the issuance of certificates of essentiality. They are broken 
down as follows: 


Tanxe 15.-DMPA certificates of essentiality for sec. 302—Facilities expansion loans 
(as of Nov. 19, 1952) 


Recommended and 


| Received and approves ; 
ived and appro ed | pending 


secatineyepcesineremcarnemeet oestrone 
Number} Amount Number| Amount 
| } 


| 
Under $100,000. ..___- : eas $865, 045 2 | $100, 000 
From $100,000 to $500,000 , 1, 319, 000 | 2 | 1, 070, 000 
Over $500,000 Ss - ore ; 140, 000, 000 | 60, 676, 638 


Total . ition onl a 2 142, 184, 045 61, 846, 638 


Source: Control Center, Defense Materials Procurement Agency. 


Later information from the Reconstruction Finance Corporation 
shows that the number of loans has increased to 202 for a total 
of $245,453,000, as of November 1, 1952. Of these, 85 loans for 
$31,325,000 were Section 302 “working capital’ loans. 

If the application satisfies the above requirements, a certificate of 
essentiality is presented to RFC which will, in most cases, grant the 
loan. In instances where RFC has determined that there is no credit 
basis upon which the loan could be granted and where the defense 
agency has determined that the expansion is essential to national 
defense, the final decision will be made either in conference or through 
a directive issued by the Director of the Office of Defense Mobilization. 


SMALL DEFENSE PLANTS ADMINISTRATION 


An effort has been made by the Congress to strengthen the financial 
position of small firms engaged in the production of defense and es- 
sential civilian goods and services through the creation of the Small 
Defense Plants Administration. This agency was established by 
Section 714 of the Defense Production Act of 1950, as amended (Public 
Law 96, 82d Cong.) and has been given the authority to recommend 
to the RFC loans for working capital and plant expansion purposes 
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not to exceed an aggregate of $100,000,000 outstanding at any one 
time. While SDPA has the power to recommend loans, the RFC is 
the final authority determining the terms and conditions under which 
these loans may be granted. 


Statutory Authority 


The Defense Production Act stipulates that the SDPA may recom- 
mend loans to small firms and that the eligibility of a prospective 
borrower will be determined by such considerations as independency 
of ownership and operation, number of employees, dollar volume of 
business and non-dominance in its field. The proposed loan may be 
used for conversion or expansion of plant, purchase of equipment, 
supplies and materials, the development of technical laboratories or 
the financing of research projects and for working capital for the 
manufacture of defense or essential civilian products. The credit 
extended by RFC under this authority will assume the same pattern 
as its regular business loans under Section 4 (a) of the RFC Act which 
may, as already noted, be in the form of a direct loan to the borrower 
or made in cooperation with a local bank. 

In addition to recommending loans for a small business, SDPA is 
authorized to certify to procurement agencies the competency of a 
firm with respect to credit and capacity to perform a specific Govern- 
ment contract. This certification of SDPA must be accepted by the 
procurement office as conclusive 


Loan Policy 


It was the intent of Congress that loans made under Section 714 of 
the Defense Production Act should promote the effective utilization 
of the productive capacity of small firms for the defense effort and 
should assist in maintaining the competitive aspects of our economy. 
The rather rigid loan criteria which govern Section 4 (a) business 
loans of the RFC are not applicable in the case of Section 714 loans; 
the Defense Production Act for example, does not require ‘‘reasonable 
assurance of repayment.”’ The certificates of essentiality necessary 
for Section 302 facilities expansion loans are also not required. The 
Administration is permitted, therefore, in view of Congressional in- 
tent and the lack of specific statutory loan requirements, to consider 
more effectively the individual credit requirements of the small firm. 
It may consider as loan security, in addition to the pledge of tangible 
assets, such factors as earnings prospects and management ability. 
In most cases, the need of the borrowing firm is considered of greater 
importance than that concern’s ability to offer certain types and 
amounts of collateral. 

As yet, there has not been established a complete set of loan criteria 
and policy regulations. In view of its statutory authority, SDPA 
has preferred to consider each case on its own merits without estab- 
lishing a specific area within which the administration will operate. 
As more loans are processed, however, a sufficient body of data will be 
developed to permit this establishment of loan policy and standards. 


Administrative Procedure 


Procedures for processing loans of small concerns have been jointly 
determined by RFC and SDPA. A loan application filed with an 
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RFC field‘office may be considered under all three lending authorities 
of that agency. The application and the results of the initial RFC 
field office investigation are forwarded to the SDPA regional office 
and to Washington. In the field, SDPA also makes a credit investi- 
gation considering in particular its loan authority under Section 714 of 
the Defense Production Act. At this level, the administration may 
also extend technical and financial advice to obviate the necessity of 
Government financial assistance or to assist the would-be borrower in 
developing adequate data and information upon which a loan de- 
termination will be made. (In the Third Quarterly Report, the 
SDPA Administrator expressed the hope that authority to recommend 
small loans within authorized categories will be delegated to these 
field offices rather than by the Washington office as at present.) 

A loan which qualifies under Section 4 (a) or Section 302 will not 
require an SDPA recommendation. In other cases, however, SDPA, 
on the basis of all pertinent data compiled by both agencies, will 
submit a recommendation to RFC as to the advisability of making the 
loan under Section 714. In instances where RFC and SDPA do not 
agree upon the credit-worthiness or the essentiality of a particular 
firm and its operations, the issue may be resolved in conference. 
According to the Defense Production Act, however, RFC is the final 
authority in the extension of Section 714 loans. 

Extent of Section 714 Loans 

In compliance with the specific statutory requirements of Section 714 
of the Defense Production Act, SDPA has made loan recommendations 
only in the case of small business enterprises. Under this authority, 
84 percent of the number of loans recommended and 60 percent of 
the amount were to firms with fewer than 100 employees. Only 
2 percent of the number and 4 percent of the amount have gone to 
firms employing between 300 and 400 employees. It also should be 
noted that two-thirds of these loans were for amounts of $100,000 or 
less and ‘50 percent of these loans were for less than $60,000 (Advance 
Release, SDPA, October 8, 1952). 

The following table presents a breakdown of the loan applications 
received and acted upon by SDPA since the inception of its loan 
program. 
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Other Financial Activities 


As mentioned earlier in this section, the Defense Production Act 
authorizes SDP: \ to issue certificates of competency as to the capacity 
and credit of a small firm desirous of procuring a Government contract. 
Since this phase of SDPA operation is discussed in detail in Chapter 
VII, it will suffice to mention here that this procedure was adopted to 
eliminate the complaint of many small firms that a contract could 
not be secured without credit and credit could not be obtained without 
a contract. 

In addition to its loan operations, SDPA has been authorized to 
investig ite the ability of small business to secure credit from both 
private and public lending organizations. SDPA believes that it has 
found some cause for complaint in other Federal Government lending 
programs. For example, it has stated that the military contract 
financing policy in regard to V—loans (Sec. 301, Public Law 774, 81st 
Cong.), progress payments and advance payments has been too re- 
strictive to permit small firms to take full advantage of these credit 
sources. The Administration has mentioned in particular that small 
firms are unable to procure V-—loans since primary consideration is 
given to other productive sources which are readily available and which 
may perform without a loan guarantee. It is the opinion of this com- 
mittee that SDPA can perform a valuable service through its investi- 
gations of the small business share of Section 301 and Section 302 
loans, advance and progress payments. 

Effective ness of Section 714 Loans 

The number of applications for financial assistance and the number 
of loans authorized by RFC upon recommendation of SDPA have 
already become sufficiently large to justify the program instituted 
by the Defense Production Act. This lending authority, as was 
previously pointed out, is directed to small concerns and facilitates 
their acquisition of much needed credit which would be otherwise 
unobtainable. Loans for facilities expansion under Section 302 re- 
quire a standard of essentiality which small firms are frequently 
unable to meet. Working capital loans made under Section 301 have 
not been forthcoming to small business in many instances while 
Section 4 (a) loans are designed to support the normal business credit 
structure and have substantial collateral requirments. Under Sec- 
tion 714, however, credit may be made available for both expansion 
and working capital purposes with adjustment made to permit more 
liberal consideration of the assets of a particular firm. 

This committee has been fully cognizant of the difficulties en- 
countered by small firms in maintaining their position in a competitive 
economy which has been geared to defense mobilization. The com- 
mittee has been conscious of the many instances in which small 
business has been unable to secure sufficient credit to produce under 
defense contracts or for essential civilian consumption. It believes, 
therefore, that the loan recommendations of SDPA have made 
significant contribution to the financing of small business. 


GUARANTEED LOANS OR V—-LOANS 


A business concern producing for the defense effort may secure 
funds for plant expansion, the purchase of machinery and for working 
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capital through the RFC under either Section 4 (a) of the RFC 
or Section 302 and Section 714 of the Defense Production Act. It 
may also procure funds for essentially working capital purposes from 
other sources. (Working capital loans under Section 4 (a) and 
Section 302 are generally incidental to the long-term credit.) Ordi- 
narily the local bank will provide short-term credit for payrolls, 
inventories, and materials. Frequently, however, the bank believes 
that the loan requested either exceeds its legal lending limits or is 
in excess of what is considered a normal lending risk. It will, there- 
fore, seek some guarantee of repayment. 

Section 301 of the Defense Production Act (Public Law 774, SIst 
Cong.) provides for Government guarantees of loans, discounts, 
or advancements made by financing institutions where the contract 
or subcontract is “deemed by the guaranteeing agency to be necessary 
to expedite production and deliveries or services for the national 
defense.”” The “guarantee”? means that a Government agency will 
purchase a certain percentage of a bank loan on demand of the lender 
and will share losses in the amount of the guaranteed percentage. 

The Departments of the Army, Navy, Air Force, Commerce, In- 
terior, and Agriculture, the General Services Administration, the 
Atomic Energy Commission, and the Defense Maicrials Procurement 
Agency have been designated as guaranteeing agencies. In each 
instance where a guarantee is requested, the agency having the pre- 
ponderance of interest in the contract will make the guarantee. 
Federal Reserve Banks are authorized to act as fiscal agents. 

Guarantees of 100 percent of a bank loan are rarely given except in 
cases of experimental contracts. The average guarantee was 80 
percent from the beginning of the program in September 1950 to 
June 1952. 

Since guaranteed bank loans are for working capital purposes, one 
would expect the maturity date of the loan to be short. The average 
maturity date is between 12 and 18 months with some loans running 
as long as 2 years, generally in cases of contract renewals. A month 
to 6 weeks after the final contract delivery is usually allowed for 
liquidation of the loan. 

A maximum interest rate of 5 percent is permitted lending banks 
operating under the guaranteed loan program. The guaranteeing 
agency receives a fee based upon the percentage of the loan guaranteed. 
If, for example, 80 percent of a loan is guaranteed the agency will 
charge 20 percent of the interest collected on that portion of the loan. 

To date the losses incurred under this program have been negligible. 
A guaranteed loan may be covered by an assignment of proceeds of 
the contract and in a few cases by mortgages or fixed assets or by 
liens or inventories or endorsements, if they are considered essential 
to protect the Government. 

As of June 1952, authorized V—loans amounted to $1,867,643,000, 
of which $883,262,000 was outstanding. Of the 1,950 V-loans author- 
ized through June of this year approximately 13 percent of the number 
and 1 percent of the amount of authorized loans were to borrowers 
with assets of under $100,000; 45 percent of the number and 6 percent 
of the amount were to borrowers with assets of under $500,000. 
Using the Department of Defense definition of small business, firms 
with fewer than 500 employees (including affiliates and subsidiaries), 
we find that approximately 74 percent of the number and 20 percent 
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of the amount of authorized loans were to small concerns. The 


detailed breakdown of the small business share is given in the following 
tables: 


TABLE 17.—Percentage distribution of V-loans authorized through June 80, 
1952, by assets a! borrower 


ee of guaranteed; Cumulative percentage 








loans authorized | distributions 
Assets of borrower | be 
_— Number Amount | Number Amount 

Under $50,000 Rid delican-ap itpitsntale bien ientiiabh la med 5.0 0.2 | 5.0 0.2 
$50,000 to $99,999 ins 0 cdiaibe wks viet Satan sin eciobignind ancninhieaoa | oe 5 2.7 ot 
SS aE aaa 15.9 | 1.6 28.6 2.3 
I a al the a ce gid | 16.7 | 3.9 | 5.3 | 6.2 
$500,000 to $999,999 ‘i ; idles ’ tinenveonel 16.0 4.6 61.3 | 10.8 
$1,000,000 to $2,499,999. _____- ile /tiguecd gushes 18.1 | 12.1 79. 4 | 22.9 
, Lo UY) ae 14.3 20. 4 | 93.7 | 43.3 
$10,000,000 to $49,999,999 Pulkebeekneneieennaseean | 4.8 | 27.0 98. 5 | 70.3 
$50,000,000 and over. _____. ititiutn aetuiindiniineain’ 1.5 29. 7 | 100.0 | 100. 0 





Source: Board of Governors of the Federal Reserve System, adnate for the Press, July 29, 1952. 


TaBLE 18.—Percentage distribution of V-—loans authorized through June 30, 
1952, by number of employees of borrower 


en : : 
| Number 6f employees of borrower including 
| affiliated concerns under common ownership 
or control 


Number of employees Percentage of guaranteed; Cumulative percentage 
loans authorized distribution 
' 


| 





| Number | Amount | Number | Amount 
Under 25 sibel ae pacainionlain acetate 8.9 0.7 | 8.9 | 0.7 
NS ESA: 10.3 8 19. 2 1.5 
50 to 74___.-. ee vic tinetit iguhsaton ngs aorisiapmamewh 9.0 1.3 28. 2 2.8 
75 to 99 pala renee “ ies — 7.3 | 1.3 35. 5 4.1 
10000 148... ; ncn diate aivintoinseel 10.7 2.0 46. 2 | 6.1 
150 to 249___.- : son 13.4 4.7 59. 6 | 10.8 
oe et en cal : : 14. 4 | 9.6 | 74.0 | 20.4 
500 to 999 pie skewe 10.0 10. 1 84.0 30.5 
1,000 to 2,499. ...... ios “ ooo 6.7 14. 2 | 90.7 | 44.7 
2,500 and over._.......-. ee ieisiennlatendl 5.1 53.8 | 95.8 98. 5 
Not available _-_- tiem aie aremes 4.2 1.5 | 100 0} 100. 0 





Senin ‘Board of Governors of the Federal Reserve System, Statement for the Press, July 29, 1952 


The small amount of loans going to small business may reflect 
several things, among them being the size of the loans desired by these 
firms and the ability of banks to handle most working capital loans of 
small business, and the relatively small share of defense contracts 
handled by small business. On smaller loans, some banks might 
prefer to extend credit at 6 or 7 percent rather than participate in a 
guarantee where interest is limited to 5 percent. 

The committee is highly concerned, however, over the number of 
instances in which small firms have been denied V-loans for working 
capital purposes because of the emphasis placed by the Department 
of Defense upon other contractors which are available and which may 
perform without a loan guarantee. The committee feels that this 
interpretation of the DPA is in direct contradiction of the intent of 
Congress and the role of small-business concerns in the present 
emergency period. 
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Considering the relatively minor role played by small business in 
defense procurement, it would seem as if small business producing 
under defense contracts has been able to secure credit in sufficient 
quantities to take care of most of its working capital needs. The 
basic problem of small business during this defense effort is, there- 
fore, primarily one of procurement rather than the supply of capital. 


PARTIAL, PROGRESS AND ADVANCE PAYMENTS 


If a local bank is reluctant to supply credit to a business engaged in 
defense production, even when guaranteed by the Government, or in 
other instances where funds are needed for working capital purposes to 
complete defense contracts, the concern may still acquire working 
capital through what are called partial or progress payments. Work- 
ing capital secured under these circumstances is available, however, 
only to prime contractors. Partial payments are made by a Govern- 
ment procurement agency for completed delivery of part of a larger 
order. In this respect there are no restrictions on small business as 
such, since payment is made on invoice. Progress payments may be 
made by a procurement agency before delivery where the amount 
advanced will depend upon material purchases, direct labor expendi- 
tures, the percentage of progress made on the contract or a particular 
stage of completion. The extension of the loan in this instance may be 
governed by the urgency of the contract, the length of the production 
cycle, and by circumstances which are considered unusual. Advance 
payments may be made in instances where a prime contractor is unable 
to secure working capital from other sources (except direct Govern- 
ment loans), and where no other contractor can do the job. In 
contrast to partial or progress payments, an interest rate of 4 percent 
is charged on the amount advanced. 

It is impossible to determine to what extent small concerns have 
made use of these types of loans. The committee has been informed 
by the Department of Defense that there have been very few com- 
plaints by firms which were unable to procure credit of this type. 
The conditions imposed on borrowing are rigorous, however, and may 
restrain small firms in their effort to secure additional capital from this 
particular source. 


FEDERAL RESERVE BANK LOANS 


Under Section 13 (b) of the Federal Reserve Act, Federal Reserve 
Banks are permitted to make direct loans to industrial and commercial 
enterprises in exceptional circumstances when a business is unable to 
obtain requisite financing from the usual sources. The Reserve Banks 
may also discount or purchase obligations or make loans on the security 
of these obligations or commitments in regard to loans and discounts 
with any local bank in their districts. Loans made by the Federal 
Reserve Banks must be confined to working « apital purposes, to 
established concerns and must not have maturities in excess of five 
years. In view of these restrictions, the use of Section 13 (b) loans 
has not been extensive. Up to June 30, 1952, there had been 

738,720,000 in industrial loans approved since the inception of the 
program in 1934. In June 1952 there was $5,101,000 in loans, 
$5,947,000 in commitments, and $10,105,000 in participations out- 
standing (Federal Reserve Bulletin, July 1952). 
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There is no recent information available concerning the extent of 
participation by small business in this program. The committee has 
been informed, however, that the pattern of lending has not changed to 
any considerable extent since the late 1930’s. At that time the 
average size loan was between $10,000 and $25,000. Only 37 percent 
of the approved applications, involving only 3 percent of the funds 
approved, were for amounts of less than $10,000 (Financial Problems 
of Small Business, A Preliminary Report, I. G. Gromfine, Bureau of 
Labor Statistics, U. S. Department of Labor, 1944—Based on figures 
in Twenty-Fourth Annual Report of Board of Governors of the Fed- 
eral Reserve System, 1938). in 

The Board of Governors believes that Reserve Banks are in an 
advantageous position for rendering assistance to small business 
through established banking channels. These Reserve Banks have 
close contact with local banks, have had long experience in the credit 
field, and are familiar with the credit problems of small firms. The 
Board has requested, however, (in the past) that the restrictions on 
lending be liberalized to permit a greater contribution to small-busi- 
ness financing. The specific proposals which have been made are 
discussed in the following section. 


SUMMARY OF FINDINGS AND RECENT PROPOSALS TO IMPROVE 
SMALL BUSINESS FINANCING 


THE FINANCING OF SMALL BUSINESS BY PRIVATE SOURCES 


Earlier in this Chapter the difficulties encountered by small firms 
in self-financing were discussed at some length. Under normal cir- 
cumstances much of the initial financing of new business concerns and 
of the funds used for plant expansion and working capital is derived 
from the savings of the entrepreneur and the profits of the concern. 
Increases in personal and corporate income taxes accompanied by 
increases in costs have made it more difficult for the small busi- 
ness to acquire the requisite capital from these sources. At the 
same time, the dependence of the small firm on local market conditions 
and its lack of product diversity make these enterprises more sus- 
ceptible to fluctuations in demand and make the losses which result 
from variations in business more severe. 

In many instances it might be considered desirable to supplement 
initial investment with the savings of individuals or institutions out- 
side the firm. Small firms have also been handicapped, however, in 
their effort to procure ownership capital from external sources. The 
costs of preparing and marketing small equity issues are prohibitive. 
There is neither a market for new issues nor a secondary market other 
than friends and relatives, (and this source has become relatively less 
important). Rather than invest in small unknown firms, the normal 
investor prefers to place his funds in securities of large well-known 
corporations with records of sustained earnings, in tax-exempt 
securities, or in highly liquid assets. While investment groups have 
participated in equity financing, their contribution has not in the 
aggregate been large. 

The inability to increase equity capital has created a demand for 
long-term loans which will permit the small firm to expand plant and 
market or to increase working capital over a period of years. Recent 
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studies of financial requirements of small business and the response of 
small firms to small-business lending programs established by some 
of the larger banks have revealed that despite the increase in term 
lending by commercial banks, investment corporations and insurance 
companies, there is still a great need for additional long-term financing. 
The issuance of debt securities encounters the same obstacles as those 
experienced in the marketing of equity securities. Costs are high and 
the market is very thin. While commercial banks as a whole have 
increased their participation in term loans to small enterprises, many 
banks are not equipped to handle this type of business. Small local 
banks in particular are not in a position to advance semi-permanent 
credit in the amounts and on the terms desired by small firms. The 
small firm in that area is also seriously affected by legal limitations on 
reserves, reduction in the ratio of outstanding loans to deposits, and 
emphasis on short-term lending or the desire for liquidity during 
periods of recession. The banks which do engage in term lending 
have adequate resources to permit diversification and acceptance of 
the risk involved. Their facilities are available, however, mm only a 
few communities. It must also be noted that the cost of investigating 
credit applications, of servicing small loans and the risk itself is high 
in relation to income. Much of the financial difficulty encountered 
by small business is due to inexperience or other madequacies of 
management. 

Short-term credit seems to be in general adequately supplied | 
existing facilities. Additional funds needed for working capital stk . 
poses such as payrolls, materials, and inventories, have come from 
income and from friends, relatives, banks, and trade suppliers. 
Commercial banks have been the most important external acai rs 
of short-term cash credit. Many banks in local areas, however, 
have not developed sufficient facilities to meet the demand of small 
firms for additional funds. It is also true that small firms do not 
receive financing on the same terms as large concerns, and that their 
cost of financing is generally higher. It is essential that banks de- 
velop new types of financing or modify credit standards to accom- 
modate small firms with few fixed assets to offer as collateral on loans 
which must be secured. This is particularly important since con- 
tinuous fluctuations in income have created a steady demand on the 
part of small firms for this short-term credit. 

In contrast to the difficulties encountered by small firms in self- 
financing or in securing equity and borrowed capital from external 
sources, the well-organized and well-managed large firm experiences 
few obstacles other than those of a cyclical nature. Large enterprises 
have more stable earnings over a period of vears and even with a 
possible low rate of profits, earnings in the aggregate are generally 
sufficient to satisfy most of their financial requirements. If external 
financing is desired, many sources are available to the large concern, 
including, among others, the securities market, life insurance com- 
panies and commercial banks. 


GOVERNMENT LENDING 


The Reconstruction Finance Corporation has, in particular, helped to 
fulfill the credit needs of small firms by making loans with longer 
maturities at relatively reasonable rates of interest. Although this 
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organization has by no means engaged in lending to the same extent 
as commercial banks, it has supplied credit when private institutions 
were unable or unwilling to do so. The Corporation has attempted 
to reestablish a credit relationship between bank and business by 
emphasizing bank participation loans. Direct loans have been made 
only when the local bank has not extended the necessary funds. An 
equally important contribution has been the technical and financial 
advice offered to applicants and the proffering of credit by the local 
bank subsequent to the Corporation’s financial investigation. 

This committee feels that RFC has played an essential role in the 

. financing of business concerns and that it must continue to operate to 
supply eligible small firms with capital which is not forthcoming from 
other sources, during periods of recession when commercial banks 
curtail their lending programs in an effort to achieve liquidity, and 
during periods of normal business operations when capital is available 
among private institutions but inadequately distributed. It is in 
the area of intermediate and long-term lending that RFC can be most 
effective. Certainly it seems necessary to maintain this agency until 
such a time as new types of financing or new institutions are developed 
and small business is better able to meet its financial requirements. 
The committee believes that RFC policy should continue, however, 
to emphasize the importance of lending by private institutions. 

As this committee was instrumental in the establishment of SDPA, 
it has maintained a continuous examination of that agency’s opera- 
tions to insure a full realization of Congressional intent. At this time 
when small-business concerns in defense and essential civilian produc- 
tion require credit to support their operations, the committee finds a 
continuing need for SDPA Section 714 loans. This agency can operate 
in an area not covered by other loan authorities and has certainly 
assisted many small firms which would not otherwise have received 
consideration. Every effort must be made to provide those small 
firms with the capital necessary to fulfill their requirements for working 
capital purposes, for expansion of plant, the purchase of machinery 
and other uses. 

Despite the recognized qualifications of Federal Reserve Banks to 
provide financial assistance to business through regular banking 
channels, the committee is not convinced that under its present author- 
ity this program can provide much assistance to small firms. While 
this program undoubtedly made a contribution to the financing of 
many small firms, in the aggregate the amount and number of loans 
and commitments has been negligible and has not filled any sub- 
stantial part of the credit needs of small business. <A thorough study 
should be instituted of peacetime business loans made under Section 
13 (b) of the Federal Reserve Act. This study should evaluate the 
type of lending, operational procedure and other factors to determine 
whether Federal Reserve loans are still necessary. 

Available evidence indicates a fairly satisfactory fulfillment of small- 
business financial requirements in defense production. The evidence 
presented by businessmen during the committee’s recent field hearings 
and the relatively few complaints presented to the committee in 
Washington indicate the effectiveness of private and Government 
financing of business enterprises producing essential civilian or defense 
products. Through RFC business loans, Section 714 loans and 
facilities expansion loans, small concerns have generally received 
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sufficient working capital and long-term capital to produce under 
defense contracts. Progress, partial and advance payments have not 
been used to any great extent, while many small businesses have been 
deterred in their use of cuaranteed working capital loans. 

The principal obstacles to financing small business in the present 
emergency seem to be the availability ‘of alternative sources of supply 
and the necessity of ee ing financial responsibility to acquire 
contracts. (In this latter case some assistance has been given by 
SDPA and is discussed in de tail in Chapter VII of this report.) 


RECENT PROPOSALS TO INCREASE THE AVAILABILITY OF CAPITAL TO 
SMALL BUSINESS 


The experience of small-business firms in securing equity and 
borrowed funds from private and public sources reveals two very 
important factors in small-business financing. First, it demonstrates 
the desirability of local banks adopting more liberal loan policies in 
respect to types of credit and increased correspondent relationships 
with other financing institutions. In the latter instance, some im- 
provement has been made through participation with Government 
agencies and by the establishment of small-business loan programs in 
the larger commercial banks. Second, and more important, it 
emphasizes the inability of existing institutions to provide the type 
and amount of capital desired by small business. 

ene commercial banks have probably done about as much as 
they can with their own resources in extending long-term credit to 
senate firms. The necessity of maintaining liquidity to insure protec- 
tion for their depositors, legal limitations on loans, administrative 
costs of servicing small loans and the risk and uncertainty attached 
to loans of long maturities have done much to place small business 
outside their sphere of operations. The type of financing needed other 
than equity funds is that supplied by insurance companies to large 
concerns. These institutions, however, find that the costs of admin- 
istering long-term loans to small business are heavy. The Reconstruc- 
tion Finance Corporation has itself found that the costs of servicing 
small loans consume most of the revenue realized on these loans. 

Various proposals have been suggested in the past few years to 
increase the availability of credit and capital to small business. Chief 
of these are as follows: 

Loan Insurance 


It has been asserted that the inability of many banks to extend 
loans because of legal limits on lending, the desire for highly liquid 
investments and the risk involved in the extension of eredit of long 
maturities point to the need for insurance of small loans. Such in- 
surance would limit the amount of individual loans outstanding, 
would set a maximum maturity, and would guarantee considerably 
less than 100 percent of the portion of a loan outstanding. It has been 
suggested that a premium of 1'4 percent be charged, that loan maturi- 
ties must be less than five years, and that the bank making the loan 
retain at least 10 percent of the risk. 

The Government would administer the insurance fund on a self- 
sustaining basis whereby contributions derived from interest charges 
would be credited to each individual bank. Since the entire loan is 
not guaranteed and the bank itself must accept part of the risk, there 
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would be adequate inducement to make credit-worthy loans. As banks 
would have the alternative of carrying the entire loan without insur- 
ance, small businesses which now secure credit without difficulty would 
possibly be forced to pay a higher interest rate than formerly. On the 
other hand, with loan guarantees, banks might compete for small 
business loans ther eby lowering current rates of interest on small loans. 


Investment Corporations 


There is a clear need for an additional institution to engage in 
supplying venture capital to small firms. The work of regional invest- 
ment groups has aided small business considerably. Their activities 
have been confined, however, to only a few areas in the country. 
Several proposals have been made concerning the establishment of 
investment companies or capital banks on a regional basis within the 
Federal Reserve System. These companies would engage in long- 
term lending or in the purchase of equity securities of small firms 
referred to them by other institutions unable to handle the loan or 
investment, or through direct application when other sources are not 
available. 

Initial capital would be supplied by the Federal Reserve Banks and 
they would perhaps have the responsiblity of enforcing sound financial 
practices. Since operating deficits may occur during the first few 
years of operation because of the costs of investigation, maintenance 
of technical and administrative staffs and the small number of invest- 
ments which would be made, the initial capital probably wil! not be 
forthcoming from private sources. It is essential, however, that pro- 
vision be made for a gradual transferral of ownership to private hands 
by the purchase of stock of commercial banks and other institutions 
and that the investment company compete for its funds in the capital 
market. The committee does not believe that the Government should 
assume the risk and the responsibility for directing investment into 
private enterprise 

The investment companies should be given wide latitude in their 
choice of financing terms, and must be allowed to supply technical 
assistance on a fee basis. Sufficient evidence is available to indicate 
the necessity of tailoring financial assistance to the individual firm. 
This would include package financing, sliding schedules, extensions 
and refinancing, and other measures. 

It seems advisable to establish these investment companies on a 
pilot basis and to expand their operation when feasibility has been 
determined. 

Reconstruction Finance Corporation 

Three specific proposals have been advanced to increase the lending 
powers of RFC. These include increasing RFC participation with 
private banks, the extension of maximum maturities to at least fifteen 
years and permitting a relaxation of collateral requirements by the 
consideration of management abilities and potential earnings. 

These changes certainly would give RFC greater scope and might 
increase the number of credits granted. In view of the reasons ad- 
vanced for declining loans, however, only a small percentage of re- 
fusals would be considered acceptable under a more liberal loan policy. 
It is doubtful if loan criteria can be relaxed to any great extent if loan 
standards are to be maintained. 
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It appears that further relaxation of loan criteria would necessitate 
an increase in interest rates because of the greater possibility of loss 
and that RFC is doing all it can to aid small business under the 
existing circumstances. Nevertheless, additional scope would be 
valuable in many individual cases and in view of its past record, 
RFC would probably exercise sufficient caution and judgment to 
prevent the subsidization of bad risks. 

Federal Reserve Banks 

It has often been suggested that Section 13 (b) authority be liberal- 
ized to permit participation and commitments by Federal Reserve 
Banks of not more than 90 percent, that loan maturities be extended 
to 10 years instead of 5, and that lending be permitted for other than 
working capital purposes and established business. The Federal 
Reserve Board has requested, however, that this additional authority 
be reserved until such time as additional inflationary pressures will 
not result from increased lending. As stated previously in this 
Chapter, at this time the need for Section 13 (b) loans should be 
reviewed. 

Miscellaneous Proposals 

A large percentage of savings are concentrated in fiduciary institu- 
tions. For example, in New England some 45 percent of the wealth 
is in fiduciary hands, such as trustees, investment companies, insur- 
ance companies, savings banks, colleges and other institutions (Vol- 
ume and Stability of Private Investment, Report of the Subcommittee 
of the Joint Committee on the Economic Report, 8lst Cong., S. 
Doc. No. 149, 1950, p. 6). It has been suggested that State laws 
be revised to permit investment in small-business enterprises since a 
very small percentage of these funds could do much to satisfy the 
long-term financial requirements of small business. The committee 
sincerely hopes that appropriate steps will be taken to make available 
a part of these funds to small business through investment institutions 
rather than limit such funds to loans to individual business enterprises. 

The committee suggested earlier in this Chapter the desirability 
of the continued establishment of lending programs by large banks and 
their correspondents and of regional private investment groups. 
These institutions are in a position to extend long-term funds and are 
sufficiently diversified and have a broad enough base to minimize risk. 
They also are in a position to utilize the facilities of local banks which 
have traditionally been closely associated with the problems of small 
business. 

In conclusion, the committee desires to emphasize its preference for 
improving the availability of credit and capital among private sources. 
Despite their existing inadequacies, much can be done to enlarge their 
operations. The use of Government lending programs is advisable, 
however, to supplement the activities of private institutions and to 
aid eligible small business when the latter cannot secure funds on 
reasonable terms from private sources. Even here, however, the 
emphasis must be on cooperation and participation with private 
financial institutions. The committee believes that the adoption of 
additional methods of financing is obligatory to improve the com- 
petitive position of the small firm by increasing the availability of 
eapital and credit on reasonable terms to sound business enterprises. 
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Srarr Srupy PREPARED BY THE BoARD OF GOVERNORS OF THE 
FrepERAL RESERVE SYSTEM AT THE REQUEST OF THE SELECT 
COMMITTEE ON SMALL Business, House or REPRESENTATIVES 


(This study is a reply to specific questions concerning the availability 
of commercial bank loans to small business; changes in types of loans; 
the effect of the present defense effort on firms produci ing nonesse ntial 
items and the service industries; the adequacy of commercial bank 
loans to small business’ and the operations of the guaranteed loan 
program and Federal Reserve bank business loans.) 


Do you believe that small firms, in general, are receiving more or 
fewer short- and long-term loans from commercial banks? 


Outstanding commercial bank loans to business concerns of all 
tvpes and sizes outstanding amounted to 26 billion dollars at the end 
of September 1952; at the end of 1946 such loans are estimated to have 
totaled 14 billion. A survey of member banks made in November 
1946 showed that small concerns ! apnnnninn for 76 percent of the 
number and 22 percent of the dollar amount of their outstanding 
business loans. No comparable loan acens has been made in recent 
years. Available information, however, including a spot check of 
field sources made last summer by the Federal Reserve Banks, indi- 
cates that small business has participated in postwar growth in bank 
credit expansion pretty much in accordance with its “needs for such 
credit. This generalization, however, does not justify the inference 
that small business concerns in the aggregate or in any particular 
industry today account for the same proportion of number and dollar 
volume of commercial bank loans to business as in the fall of 1946. 

A large part of postwar growth in commercial bank loans to busi- 
ness took place following the outbreak of the Korean hostilities. It 
was related first to widespread inventory accumulation and sub- 
sequently to defense plant expansion and defense production. While 
small-business concerns undoubtedly participated in the post-Korean 
inventory build-up, and in the use of bank credit for that purpose, 
large concerns have been much more heavily involved in defense 
plant expansion and defense production. As a consequence, the 
growth in business bank loans over the entire period July 1950- 
September 1952 probably reflects a relatively greater increase in 
bank borrowing by larzer companies. 

In the case of manufacturing corporations, for example, the short- 
and long-term bank loans of companies with total assets of less than 
one million dollars? increased 22 percent in dollar volume between 
June 30, 1950, and March 31, 1951—those of companies with total 
assets of one million and over by 45 percent. As of December 31, 
1951, the most recent date for which comparable data are available, 
bank loans of the smaller companies had declined about 8 percent, 
and those of larger companies had increased 39 percent, from their 
March 31 level. 

Another indication of the relative shift in business bank credit 
demand during the post-Korean period is the fact that interest rates 

1 In analysing the November 19°6 survey results, small business concerns were defined, on the basis of 
their 1946 assets, as follo vs: Man facturing and mining, under $750,000; wholesale trade, under $250,000; 
retail trade, public utilities, servi-es, construction, and all other (including sales finance), under $50,000 

2 Reporting companies are re-classijed each year on the basis of their end of fourth quarter total assets; 


consequently, some part of t’e c'iange in bank loans from one year to another may reflect shifts in the 
composition of individual asset-size groups. 
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on larger loans at reporting city banks have increased more than 
those on smaller loans since mid-1950. This movement of interest 
rates on larger loans in comparison with that for rates on smaller 
loans suggests that demand for bank credit on the part of larger 
concerns has steadily strengthened over the defense period. 


Have there been any significant changes in types of lending, such as 
increased use of accounts recewable and field warehouse financing? 
Detailed statistics on member bank lending to business by category 
of borrower are not available. It is difficult, therefore, to say whether 
there have been significant changes in the forms of bank lending to 
small business during the past 6 years. In the case of term loans,’ 
such evidence as is available suggests that there has been little change 
in the dollar volume outstanding to small business. At the end of 
World War II, the volume of such loans to establish or expand 
businesses or to purchase equipment increased substantially, but 
subsequently appears to have stabilized at a fairly high level. Un- 
doubtedly, part of the postwar stability in outstanding term loans to 
small business reflects sustained heavy demand for short-term credit 
which commercial banks, for considerations of risk, tend to prefer. 
Small businesses, generally speaking, are more volatile than larger and 
longer established concerns, and the uncertainties of repayment over 
a 5- to 10-year period are correspondingly greater in their case. 
Nevertheless, a number of large banks in metropolitan areas have in 
recent years enlarged their term-lending services for small business 
and have widely publicized these services. 

‘With respect to the specific types of lending mentioned in this 
question, both are especially applicable to credit situations character- 
ized by greater than average risk. Neither one accounted for more 
than a small proportion of the number or dollar volume of member 
bank loans to business in 1946 and, in view of the sustained high level 
of postwar economic activity, it is doubtful if their relative importance 
has changed appreciably since. 

Bank loans to business guaranteed by the Government have 
increased, of course, following reestablishment of the Regulation 
V-loan program in September 1950, and small business concerns have 
received a number of them. Of the 1,092 V-—loans, totaling 2,023 
million dollars, authorized through August 31, 1952, S09 loans in the 
amount of 397 million dollars were to concerns with less than 500 
employees. If asset size of borrower is used as the major size criterion 
and manufacturing concerns having less than one million dollars of 
assets are considered to be small, available data show that 73 percent 
of the number and 12 percent of the dollar amount of V—loans author- 
ized through August 31, 1952, were to such concerns. 

3. What has been the effect of the present de fense effort on the bor rowing 


7 


of firms product ing NONESSE ntial items or on the service industries? 


During the period of operation of the Voluntary Credit Restraint 
Program, March 1951 through March 1952, commercial banks and 
other financing institutions were encouraged to channel available 
supplies of credit into defense and defense-supporting activities and 
away from less essential and speculative channels. Financing insti- 
tutions, in passing upon credit applications, rejected a number in 

‘Term loans are those with original maturities of more than one year 


26934—53———_8 
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conformity with the principles of the Voluntary Credit Restraint 
Program, and among those rejected there were undoubtedly some 
small, as well as large, business applicants. 

With suspension of the Voluntary Credit Restraint Program, banks 
and other financial institutions were once again free to allocate avail- 
able supplies of credit in accordance with their own standards of 
credit-worthiness. The increasing effectiveness of general measures 
of credit restraint, however, by limiting the availability of reserve 
funds, obliged the banks to tighten their lending standards in order to 
keep effective demand within the limits of loanable funds. Other 
lending institutions also felt a restrictive impact from these general 
credit measures in that it was no longer possible for them to supple- 
ment without penalty their currently available funds by selling in the 
market their previously accumulated holdings of Government secu- 
rities. Under conditions such as these it was inevitable that some 
would-be borrowers were left with credit demands either partially or 
wholly unsatisfied. It is seldom if ever the case, however, that all 
credit demands of business concerns operating in a competitive, free- 
enterprise economy are met in full. 

Despite anti-inflationary monetary and credit actions taken since 
the outbreak of the Korean hostilities, it is still true that a large pro- 
portion of the additional demand for credit occasioned by the defense 
program was superimposed on, rather than taken out of, the regular 
nondefense demand for credit. Both the outstanding volume of bank 
credit and the amount of new corporate security issues have reached 
record levels within the past 2 years. What levels they might have 
reached in the absence of any monetary and credit restraints is 
impossible to say, but no evidence has come to light that business 
concerns of any particular size or industrial classification have been 
denied access to credit to any marked extent because of the defense 
program. 


{. Do member banks feel th at the amount of loans going to small business 
is adequate, particularly in regard to long-term loans? 

The only current information relating to this question is that 
obtained from an informal canvass of lending institutions made by the 
Federal Reserve Banks during the summer of 1952. On the basis of 
this canvass, the Reserve Banks gained the general impression that 
most credit-worthy small business concerns in their respective districts 
were adequately supplied from one source or another with short- 
term credit. It should be recognized that over-all demand for bank 
credit has, in recent vears, been heavy relative to the supply of funds 
available for lending; as a consequence, banks have had to exercise 
increasing selectivity and restraint over their lending activities as the 
volume of their outstanding loans has expanded. By and large, 
however, the Reserve Bank canvass indicated that such unsatisfied 
demand for short-term credit as existed reflected not any over-all 
shortage of credit or of financing facilities available to small, as con- 
trasted with large business, but rather special situations of the follow- 
ing types. 

There were, for example, a certain number of concerns whose 
managerial shortcomings, sales and profits prospects, or financial 
position made them unsatisfactory credit risks. Such concerns were 
either unable to obtain the credit they desired or were forced to finance 
their short-term credit requirements at a relatively high cost. In 
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addition, there were some concerns which, though basically well 
managed and in relatively satisfactory financial condition, were 
urable to present their financial history and prospects and need for 
aoditional short-term credit in a manner essential to proper appraisal 
and evaluation of their creditworthiness. Finally, there were some 
localities and some forms of business activity where, for one reason 
or another, the available supplies of credit were not adequate to meet 
the over-all demand for funds. 

So far as intermediate-term credit is concerned, the Reserve Banks 
reported some unsatisfied demand, in part reflecting special situations 
and in part the competitive impact of strong short-term credit demand. 
Throughout most of the postwar period, and particularly during the 
defense period, heavy demands have been made upon commercial 
banks in their traditional role of suppliers of short-term credit. This, 
coupled with the impact of restrictive monetary and credit policies 
and the uncertainties attendant upon extending longer-term credit, 
particularly to small business concerns whose earnings prospects tend 
to be much more uncertain than those of large and well-established 
businesses, has led many commercial banks to channel their credit 
primarily into short-term inventory and working capital loans. 

From the business concern standpoint, it must be recognized that 
much of what is described as ‘‘an unsatisfied demand for intermediate- 
term bank credit” in reality represents either a need for additional 
equity capital or for long-term debt capital of a type which commercial 
banks are not equipped to supply. If needs of these types were 
distinguished from those which intermediate-term bank loans could 
reasonably be expected to fulfill, it would probably be true that the 
unsatisfied demand for the latter is not great, nor has it increased 
appreciably during the past 4 or 5 years. 

That lack of credit has not been a major deterrent to the growth 
and development of small business during the postwar period is further 
suggested by the comparatively small number of business failures in 
recent years. While the ratio of business failures to established 
business concerns is currently somewhat higher than in the immediate 
postwar years, averaging 30 per 10,000 concerns during the first 8 
months of 1952, it is less than one-third of the 1922—28 average of 103. 


5. Can you mention any specific comptaints which have been made by 
small concerns in regard to their ability to utilize the quaranteed 
loan program? 

In preparing the answer to this question, inquiries were addressed 
to the officers in charge of Regulation V—loan activities at the 12 
Federal Reserve Banks and two branches—a total of 14 in all. Of 
these 14, 7 replied that no specific complaints of any kind had come 
to their attention; the other 7 mentioned one or more specific com- 
plaints, but in no case was the number of such complaints significant. 
To the extent that generalizations can be drawn from a relatively 
small number of cases, it would appear that failure of the V—loan 
applicant to obtain the requisite Certificate of Eligibility was the most 
common cause for complaint. 

As stated in Procurement of Supplies and Equipment-—Defense 
Financing: * 

Certificates of Eligibility, and supporting data, furnished by principally inter- 
ested procuring activities, are the basis for the ultimate findings, incident to 


‘ Departments of the Army, the Navy, and the Air Force, Washington, D. C., March 17, 1952. 
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authorization of approval of loan guarantees, that the case meets the requirements 
of Section 301 of the Defense Production Act of 1950 and of Section 302 of Execu- 
tive Order No. 10161. 
Among the factors which the Regulation specifies should be empha- 
sized in deciding whether a certificate should be issued are— 
the contractor’s technical abilitv, management competence, plant capacity and 
facilities, and ability to perform satisfactorily if adequate financing is provided. 
While some of the complaints cited involved ultimate refusal of the 
Certificate of Eligibility, based on the inability of the applicant to 
meet one or more of the aforementioned criteria, others arose out of 
delays involved in obtaining the Certificate. 

In a few instances, refusal of a surety company to subordinate its 
rights appeared to be the reason for denial of a V—loan and the basis 


for complaint. With reference to surety bonds, the Regulations 
state: 


contract surety bonds, and guaranteed loans for financing bonded contracts are 


rezarded as fundamentally incompatible unless the interests of the surety are sub- 
ordinated in favor of the guaranteed loan— ® 


and further that 


in cases where the Government contract or contracts covered by surety bonds are 
substantial in relation to the contractor’s total backlog of defense production 
contracts or where the amount of the bond is substantial in relation to the con- 
tractor’s net worth, applications for loan guarantees are approved only if the 
surety or sureties on the bonds involved will subordinate their rights and claims 
in favor of the guaranteed loan.’ 


One Reserve Bank, citing 19 specific complaints which had come 
to its attention, classified them according to the grounds on which 
loan applications were disapproved, as follows: 


Cases 
Financial and procurement aspects__---- 12 
Certificate of Kligibility not granted 6 
Refusal of surety company to subordinate rights we l 


In conclusion, it should be noted, both on the basis of specific cases 
cited and of general comments contained in the replies of Reserve 
Bank V-—loan officials, that a large proportion of complaints regarding 
the loan guarantee program have originated with concerns which, 
because oi inadequate production facilities or experience, untested or 
incompetent management, or inadequate capital relative to the 
amount of credit sought, could not be judged credit-worthy risks. 

6. Do you believe there can be an improvement in the amount of lending 
done unde r Section 13h? 

The authority of the Federal Reserve Banks under Section 13b 
of the Federal Reserve Act to provide financial assistance to business 
enterprises was granted during a period of severe economic depression. 
Commercial banks and other financing institutions, in an effort to 
protect themselves against further loss of asset values and assure their 
liquidity, were exercising extreme caution in the granting of loans and 
the purchase of securities. As a result, many business concerns that 
normally would have financed their short- and intermediate-term 
credit requirements through regular channels found that adequate 
funds were not forthcoming, and so were obliged to seek emergency 
financial assistance from other sources. In an effort to provide what 
4 Ibid., Section 315.4, 


* Op. Cit., Section 312.2, 
'Ibid., Section 312.3. 


at oat ie 2” 
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was primarily intended as emergency financial assistance, Federal 
Reserve Banks were authorized to make—or enter into commitments 
to purchase—loans for working capital purposes to established business 
enterprises unable to obtain requisite credit from usual sources, the 
maturity of such loans not to exceed five years. 

In a situation of economic stagnation such as prevailed during 
much of the thirties, the Federal Reserve Banks, as lenders of last 
resort, can render a constructive service by alleviating where possible 
situations of financial pressure resulting from the unavailability of 
working capital credit. There is some question, however, as to 
whether direct financing of business or the guaranteeing of loans to 
business is a necessary or desirable function of the Federal Reserve 
Banks in periods of high level economic activity. If it could be show . 
that private financing institutions were failing to meet the needs of 
business concerns, a case might be made for such a function by the 
Federal Reserve System, at Jeast until commercial banks and other 
financing institutions and facilities were adequately meeting the 
demand. 

Such has not been the case in recent years; on the contrary, the 
upsurge of inflationary pressures during most of the postwar period, 
and especially since Korean hostilities, has required that efforts be 
directed toward restraining, rather than facilitating, bank credit 
expansion. Under such conditions, any aggressive expansion of the 
Federal Reserve System’s direct lending or ‘loan guarantee activities 
would conflict with the System’s efforts to curb undue credit expan- 
sion. There was, for example, during the life of the Voluntary Credit 
Restraint Program, some criticism of Government lending agencies 
that continued to extend or to guarantee credit for nondefense pur- 
poses at a time when private lenders were being asked to curtail 
nondefense uses of credit. 

As a standby measure for use in times of financial emergency, the 
industrial loan authority of the Federal Reserve Banks (as presently 
constituted or in some modified form) has a place in the over-all 
framework of financing facilities. On the other hand, as a supple- 
mentary measure for supplying short- and intermediate-term credit 
in periods of high level economic activity, the authority has little in 
its favor. 


Do you believe that small firms are hindered by inadequate financing 

in assuming a more important role in the defense effort? 

As in the case of Question 5, V—loan officials at the 12 Federal 
Reserve Banks and 2 branches, were queried concerning their views 
on the above subject. Of the 14, roughly half expressed the opinion 
that financing was not an important factor oe the role of small- 
business concerns in defense production. ‘The other half indicated 
that lack of financing might be a limiting factor in some degree, but 
that frequently a so-called “lack of financing” reflected such non- 
financial factors as inexperienced or incompetent management, inade- 
quate facilities, or insufficient technical skill. There are, however, as 
some of the replies indicated, situations in which the prospective 
defense contractor needs long-term credit for the purchase of machin- 
ery or equipment or more permanent capital in relation to the amount 
of V-loan credit sought. Finally, there have been instances in which 
banks have been reluctant to make V-loans because of the relatively 
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low net return on such credit, and where the contracting service has 
preferred to utilize an alternative source rather than approve a V—loan 
guaranty to a financially weak concern. 

As regards the general availability of financing for credit-worthy 
small-business concerns engaged in defense production, the following 
reply of one V—loan official summarizes the situation pretty well: 


We have no evidence in this district that generally speaking small business with 
sound management and satisfactory financial condition cannot arrange the 
financing of a volume of defense production within its capacity and bearing some 
reasonable relationship to the invested capital of the business. The availability 
of capital through normal lending channels on either a guaranteed or unguaran- 
teed basis, as well as Government financing through progress, partial or advance 
payments would seem to indicate otherwise. 


Summarizing the situations in which business concerns have been 
unable to obtain V—loan credit for financial or other reasons, the reply 
of one V-—loan official contained the following illustrations: 


1. New ventures, with limited or nominal capital where there was no established 
production record, and the background of the principals indicated no special 
qualifications for successful operations. 

2. Businesses with limited capital, where defense work not akin to the pros- 
pective borrower’s normal line was being taken on to replace civilian operations 
curtailed by the defense effort, without assurance that the borrower had the 
required skill to handle new and different operations. 

3. Companies where the financial position was weak, a record of failure existed, 
or where there was criticism of management’s moral responsibility. 


By and large, the opinion of Reserve Bank V—loan officials regarding 
the role of small business in the defense program may be summarized 
about as follows: 


We feel that the small businesses having good management and experience 
with similar products and affording good prospects for successful completion of 
defense contracts on hand are not hindered by inadequate financing in assuming 
a more important role in the defense program. 


CHAPTER IV 
SMALL BUSINESS AND FEDERAL TAXES 


INTRODUCTION 


The primary objective ef Government and business today is to 
establish the basis for an economy of stable high-level production. 
Small-business enterprises in particular have an interest in the main- 
tenance of a prosperous economy and the development of a tax system 
which will permit the creation of new firms and expansion of established 
small enterprises. 

While a tax system which is conducive to high-level production is of 
primary importance, there is a recognized need for particular con- 
sideration of the tax problems of the small concern as contrasted to 
those of big business. Just as the committee was concerned over the 
extension of credit and the availability of capital to small business on 
the same terms and with the same facility as large business, so it 
desires a tax system which imposes an equal burden on all business 
enterprises, large and small. In order to equalize the burden of 
taxes, it is necessary to differentiate between large and small firms to 
prevent further industrial concentration and to encourage the small- 
business segment of the economy. The desired tax system, therefore, 
is one which does not penalize small firms and which has a minimum 
of impact on the competitive relations of large and small concerns. 


THE IMPORTANCE OF CONSIDERING SMALL BUSINESS TAX PROBLEMS 


Many illustrations may be advanced to depict the importance of 
taxes to small firms. 

First, the vast majority of new, small businesses acquire their 
initial capital from the savings of the owner or from friends and 
relatives. The future capital needs of established small firms must be 
supplied out of the reinvestment of earnings, particularly those funds 
needed for development and expansion. It was shown in the previous 
chapter, that while business of all sizes may have difficulty in obtaining 
funds for expansion, it is primarily a proble m of the small firm. The 
large concern usually has diversification in its sources of income so that 
a de ‘velopment project in one part of the business will not seriously 
affect the financial condition of the entire enterprise. A small concern, 
however, is usually confined to one line and any long-term project 
will involve the entire financial facilities of the business, seriously 
reducing its income for a period of time. 

The previous chapter also pointed out the relative ease with which 
large concerns may secure equity and borrowed capital from the 
organized securities markets, life insurance companies, commercial 
banks, and other sources. The small business, however, has diffic ulty 
in securing funds from these sources. In view of this reliance of the 
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small firm upon savings and reinvested earnings, the effect of taxes on 
corporate and personal income is obvious. 

Second, the earnings of small business tend to fluctuate from year 
to year more than those of big business. This variation in earnings 
of the small firm is ge ‘nerally the result of dependence upon loc al 
markets and a lack of “product diversification. Because of these fluc- 
tuations, any tax on profits tends to be much more severe for the 
small firm. Furthermore, during periods of depression, the small 
business may realize no profits, whereas, during periods of prosperity 
when the concern has an opportunity to make up its losses, the 
increased earnings are reduced by high taxes. The following chart 
illustrates the variation in profits experienced by the small concern 
and the impact of taxes on the income of corporations with assets of 
$250,000 or less (Chart IV, p. 105). 

An additional risk factor is created by this variation in earnings 
experienced by the small firm. The investment of risk capital, where 
large returns are expected, may be discouraged if such returns will 
be reduced by a tax on net earnings. In contrast, a tax on income of 
large concerns with more stable earnings will not necessarily deter 
this investment. 

Third, intense competition generally prevails in the industries where 
small firms predominate. The control over price by each concern is 
negligible and there can be little shifting of taxes. Large concerns, 
however, may have greater control over market and price, thereby 
permitting some shifting of the tax burden. 

Fourth, complex tax laws and regulations place an added burden 
on the small concern which is unable to afford legal and accounting 
talent. It is difficult for these firms to take advantage of tax exemp- 
tions or to interpret regulations. In addition, in cases of a tax 
controversy, these concerns are unable to present their cases effectively 
and generally must bear the burden of proof. This particular problem 
is an integral part of the overall management problems which confront 
the small firm. 

In an economy where a budget of some $83 billion prevails, repre- 
senting 25 percent of total national production, the influence of Federal 
fiscal policy and taxes cannot be ignored. In fact, Federal expendi- 
ture and revenue policy constitute one of the most important de- 
terminants of production, employment, and investment. Even when 
expenditures for defense become unnecessary, the impact of Federal 
taxes will remain large. It is obligatory, therefore, that the influence 
of Federal fiscal policy be given careful consideration and review. 
Collections through taxes and expenditures must promote stability 
in growth and must give particular consideration to the problems and 
needs of small firms which form the backbone of our economy. 


SCOPE OF THIS CHAPTER 


This study does not pretend to be an exhaustive analysis of all the 
tax problems of business enterprise, nor have all questions of tax 
equity and administrative feasibility been resolved. The problem 
of fiscal policy has not received extensive consideration. The emphasis 
is placed on several of the more serious financial problems of small 
business which have been further aggravated by high tax rates. In 
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this sense, this study is designed to supplement the credit and capital 
problems of the small firm discussed in some detail in the previous 
Chapter. The first section is devoted, therefore, to a brief discussion 
of the relationship of taxes to these more general financial problems. 
The second section consists of a discussion of the structure and the 
effects of specific taxes on small firms, particularly the corporate and 
individual income tax. Some discussion evolves around particular 
phases of income taxes such as the effect on investment and tax inci- 
dence, and surplus accumulations. The third section is a discussion 
of the extent and effect of Federal excise and sales taxes. Throughout 
the discussion of Federal taxes and their effect on small business enter- 
prise, many of the proposals for change which have been suggested in 
recent years are noted. The last section is a brief summary of the 
several taxes and presents the committee’s recommendations for the 
correction of existing tax inequities. 


CORPORATE AND PERSONAL INCOME TAXES 
TAX REVENUE AND CORPORATE PROFITS 


Personal income taxes are the most productive source of revenue 
in the American tax system. For the fiscal year 1948, the personal 
income tax accounted for $21 billion or 53 percent of all Federal tax 
revenues; in 1951, it amounted to $23.6 billion or 47 percent; while 
1952 personal income tax revenue amounted to $29.9 billion or 46 
percent of total tax revenue. 

The corporate income tax has long ranked as one of the most pro- 
ductive sources of revenue in the Federal tax system and has increased 
in importance in the past 2 years. For the fiscal year 1948, revenues 
from corporate income taxes amounted to almost $9.9 billion or a little 
less than 25 percent of all Federal taxes, exc luding payroll taxes; 1951 
fiscal year revenues amounted to $14.4 billion or 28.5 percent; while 
1952 revenue amounted to $21.5 billion or 33 percent of total revenue. 

One only has to look at the receipts of Federal corporate (and 
State) income and excess profits taxes to appreciate their impact on 
business in general. In 1950 all corporate profits before taxes were 
$41,367,000,000 with only $22,774,000,000 remaining after taxes. 
In the wholesale and retail trade industries, in particular, where small 
concerns predominate, profits before taxes in 1950 amounted to 
$6,869,000,000; profits after taxes were $3,639,000,000. In the 
service industries where many small firms operate, the same figures 
were $587 million and $322 million (The Handbook of Basic Economic 
Statistics, Economic Statistics eae of Washington, D. C., June 2, 
1952) 

The severity of the impact of Federal income and excess profits 
taxes on small firms is also indicated by the following figures. For 
the first quarter of the year 1951 the annual rate of profits on stock- 
holders equity for firms with assets of less than $250,000 was 23.6 
percent before taxes, 14.4 percent after taxes. In the third quarter, 
the profit ratio was 17.4 percent before taxes, 9.1 percent after taxes. 
Firms with assets between $250,000 and one million dollars experi- 
ienced even greater hardship. For these same quarters, their profit 
ratio before and after taxes amounted to: First quarter, 28.8 percent 
before; 14.8 percent after. Third quarter, 21.3 percent before; 9.7 
percent after (Quarterly Industrial Financial Report Series, Federal 
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Trade Commission and Securities and Exchange Commission, Fourth 
Quarter, 1951). 

A recent study of the Federal Trade Commission shows that while 
the profit rates of most business concerns were higher in 1951 than in 
the prewar year of 1940, the profit rates were lower in 1951 than in 
1950. This recent decrease in rate of return has been primarily the 
result of increased taxes in 1950. The study points out that between 
1950 and 1951 there was an increase in profits before taxes of 14 
percent, but that after taxes, there was a decrease of 8 percent (Federal 
Trade Commission, Rates of Return (After Taxes) for 512 Identical 
Companies in 25 Selected Manufacturing Industries). 


TAX RATES ON PROPRIETORSHIPS, PARTNERSHIPS AND CORPORATIONS 


The small concern is of course affected by both corporate and per- 
sonal income tax depending upon its form of organization. The actual 
and effective tax rates are discussed here to illustrate the impact of 
the tax on firms with different levels of earnings.. 

The Revenue Act of 1951 provided that income tax rates on indi- 
vidual income, paid by partnerships and individual proprietorships, 
should run from 20.4 to 91 percent on brackets of taxable income, with 
a maximum overall rate of 87.2 percent of all taxable income. (Tax- 
able income is gross income less allowable deductions and personal 
exemptions of $600 for the taxpayer and each dependent.) 

Formerly, many very small businesses were not reached by the 
Federal income tax at all because of personal exemptions on individual 
net income. At the present rate, the individual not only pays higher 
taxes but his personal exemptions have been reduced. The rates for 
1952 range from 22.2 to 92 percent on particular brackets with 
ceiling of 88 percent of taxable income. The effective tax rate 
(normal and surtax average) is as follows: 


TABLE 19.—Amounts and effective rates of individual income tar under Revenue 
Act of 1951 


MARRIED PERSON—2 DEPENDENTS 


1951 act 


Net income before exemption Amount of tax Effective rates (percent) 


Calendar | Calendar Calendar | Calendar 
year 1951 year 1952 year 1951 year 1952 
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$25,000____. race te a ae 6, 
$50,000 a é 19, 23% 
EI a ‘ 52, 640 
$500,000 aia ead 403, 408 
$1,000,000___- — 858, 408 
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Source: Treasury Department. 


Corporation taxes for 1951 income provide for a normal tax of 
28% percent with a surtax of 22 percent on surtax net income in 
excess of $25,000, with an excess profits tax of 17% percent. For the 
year 1952, these rates are increased to 30 percent normal tax, 22 per- 
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cent surtax and 18 percent excess profits tax. The rate of the excess 
profits tax is, however, 30 percent, with a ceiling of 18 percent on 
effective rate. The excess profits tax applies to earnings which are in 
excess of 84 percent of the base period for 1951, 83 percent for 1952. 
(The base period is considered to be the three most profitable years in 
the 4-year base period, 1946-49.) The following tables are included 
to show the effective tax rates on different levels of corporate income. 
Table 21 depicts to a certain extent the burden of the tax on a small 
firm as compared to a large enterprise. 


TABLE 20.—Comparison of the maximum effective rates of corporation income and 
excess-profits taxes under a 70-percent cetling rate on income and excess-profits 
tares with the 18-percent ceiling on excess-profits tares enacted under the Revenue 
Act of 1951 

[Percent] 


Maximum effective rate of income and 
excess profits taxes 
Effective 
rate of nor- 
mal and sur- 18-percent 
taxunderthe| 70-percent | excess-profits | 
Revenue Act; income and tax ceiling 
of 1951 excess-profits | under the 
tax ceiling Revenue 
Act of 1951 


Current income 

Percent ige 

| point differ- 
ence 


$10,000 : 00 30 

25,000 ‘ 00 30 
$30,000 2: 67 38 
$40,000 38. 2! AQ 49 
$50,000 


>. 00 AH 
$60,000 


33 60.3 
$62,500 20 61 
$70,000 3. 43 62 
$80,000 5. 75 63 
$90.000 5 17. 56 
$100,000 } 19. 00 

$108,333 70. 00 64 
$200,000 00 67. ‘ 
$300,000 Fy oo 
$400,000 oo 6S 
$500,000 ( 70. 00 68 
$1,000,000 _. 3 70 00 69. 4! 
$10,000,000 . ‘ ‘ 51.95 70.00 69. 9! 
$100,000,000 70. 00 69 


63 


4 


oS 


Source: Treasury Department 


TABLE 21.—Effective rates of total corporate income and excess profits tares under 


the Revenue Act of 1951 for corporations with current income of $100,000 and 
$10,000,000 


Effective rate (Revenue Effective rate (Revenue 
Act of 1951!) (percent) Act of 1951 ') (percent) 
Current net income as a s i Current net income as a 


percent of base period percent of base period 

net income Current net, Current net net income Current net Current net 
income income: income income 
$100,000 $10,000,000 $100,000 $10,000,000 


70 percent... 46.5 f 140 percent - 58 
75 percent... 46. ¢ 51.9 | 150 percent. 59 
80 percent. - 5 51.9 | 160 percent 60 
83 percent _- ; 51.9 | 170 percent 61. 
85 percent _- ' 52. 180 percent _- 62 
90 percent... 54. 3 190 percent - 63 
100 percent _- 5 i 200 percent. - . 64 
110 percent - . 53. { 59.3 207.5 percent----- 64.¢ 
120 percent... _- 5 aL. 300 percent - - (4.5 
130 percent _-. 57. 500 percent - 64. : 


1 Revenue Act of 1951: Normal tax, 30 percent on all income; surtax, 22 percent on income over $25,000; 
excess profits tax, 30 percent on income in excess of 83 percent of average base-period income; maximum 
effective rate limitation on the excess profits tax, 18 percent of all income. 


Source: Treasury Department. 
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Progressivity of the Corporate Tax 


Despite the exemption permitted very small firms in our present 
corporate tax law whereby the surtax applies only to firms with in- 
comes in excess of $25,000, the tax is much less progressive than the 
personal income tax. The burden of the tax as distinct from the tax 
rate tends to rest too heavily on firms with small incomes. The tax 
certainly is not markedly progressive after annual earnings approach 
$200,000. The quarterly financial reports of the Federal Trade Com- 
mission indicate that in the fiscal year ending June 30, 1951, corpora- 
tions with assets of less than $250,000 paid an average of three-eighths 
of their income (including income and excess profits taxes) to the 
Federal Government, whereas the largest corporations, those with 
assets of $5,000,000 or more, paid about one-half. 

Despite the fact that there is no general agreement among tax experts 
concerning the advisability of making the corporate income tax more 
progressive, the possibility should be examined closely. Relief can be 
given the concerns of smaller asset size through a higher surtax exemp- 
tion. This would encompass the group of larger firms which are not of 
sufficient asset size to take advantage of the securities market, loans 
by life insurance companies, and other sources. 


INCOME TAXES FAVOR UNINCORPORATED ENTERPRISE 


For most large concerns, the advantages of the corporate form 
normally far outweigh the significance of any tax differential. Among 
established small, closely held companies, however, serious considera- 
tion may be given to the relative impact on ownership and distribution 
of earnings. 


A business may benefit from the present rate structure of income 
taxes by adopting an unincorporated rather than corporate form. 
The minimum rates of tax are lower on individuals than on corpora- 
tions, and corporation income is subjected to an additional tax when 
it is distributed to stockholders. Illustrations follow of comparative 
taxes of hypothetical corporate and unincorporated businesses. 


TABLE 22.—A comparison of corporate and pe rsonal income taxes o 


n corporate and 
unincorporated businesses 





Tax on 
Earnings indi- 
Circumstances and taxpayers viduals 


(1) (2 


Corporation owned by 10 persons, married, 2 depend- 
ents each: 
Salaries, $16,000 net per owner__- | $150,000 
c orporation profits, 100 percent of base period __----} 100, 06 
None distributed eek a eebertainakbateat 
One-half distributed 
All distributed - 


Partnership, 10 persons, ma arried, 2 Sependints each: 
Total net income, $25,000 e: i hk Ni eects sae 250, 000 . 040 


1 $83, 960 
292, 180 
2 100, 990 


70, 040 
Cc orpors ation owned by 2 persons, married, sdinanins nts 
each: 
Salaries, $25,000 net per owner___- ek 50, 000 
Corporation profits, maximum excess profits tax 400, 000 = 
None distributed ‘ 0 
One-half distributed . -. 53, 860 
PS = ae a a ae ace 4, HS 


Partnership, 2 persons, married, 2 dependents each: 
Total net income, $225,000 each......................- 450, 000 363, 016 





1 Includes corperation income and profits tax, and individual] income tax on salari 
3 Includes amount for items listed in note 1, plus income tax on corporate divider 


Source: Prepared under the direction of the House Smal! Business Committee, by 


lative Reference 
Service, Library of Congress, 
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Although the total tax burden favors the use of the unincorporated 
form for the small business, the marginal or bracket rates of tax may 
have a contrary effect. The bracket rates on individuals exceed the 
maximum possible on corporation tax on taxable income above 
$38,000 in the case of a single person and $76,000 in the case of a 
married couple filing a joint return. The difference in marginal rates 
may make more difficult the accumulation of funds with which to 
expand the business. At what level of income this difference becomes 
critical is dependent on the circumstances of ownership, distribution 
of profits, and so on. 

There are other advantages attached to the unincorporated form 
of business organization. The net tax cost may be less in a partner- 
ship than in a corporation when consideration is given to “double 
taxation’’ of corporate dividends. The partnership may accumulate 
earnings whereas corporations may be penalized for surplus accumu- 
lations. Income from sale of property below cost, proceeds of life 
insurance, cancelled debts, etc., are fully taxed when distributed to 
stockholders of a corporation but not taxed ia a partnership. Unlike 
the corporate stockholder, earnings already taxed increase the cost 
basis of the partner in his company. 

Long-term capital gains are taxed at a 26 percent rate to the partner 
and the corporation unless the latter distributes them as dividends. 
Partners can deduct the carry-over of partnership capital losses up to 
$1,000 a year. Capital losses of business reduce capital gains of 
individual partners in preparing tax returns. 

The businessman’s decision as to the form of his business should 
not be controlled by tax considerations. The decision as to the form 
of business organization should depend upon which form would be the 
most efficient for the conduct of the business, which form would permit 
the soundest capitalization, or which form would best enable the 
business to take the risks incident to the development of new products 
in the market. It has been suggested, therefore, that the tax laws 
differentiate between the large publicly owned corporations and the 
small, closely held company by permitting the small companies to be 
taxed as partnerships rather than corporations. 

It should be borne in mind that the income received from smaller 
corporations is much more closely akin to individual income than is the 
income received from large corporations. For the really small corpo- 
ration the distinction between corporate income and individual income 
is negligible. The relationship between income receiver and the source 
of income is both close and personal. Individual initiative, energy 
and willingness to assume risks are important determinants of the 
magnitude of the taxable income. It makes little difference whether 
the form of organization is an individual proprietorship, a partnership 
or a corporation; if it is small, the return to its owners is a personal, 
individualized income. This income should not be lumped in the 
same category as the strictly impersonal investment returns obtained 
from large companies. It is essential that our tax policy continue to 
distinguish between large and small corporations. Income from the 
latter must be treated as the personal income it inherently is. 

The peculiar circumstances and difficulties of small corporations 
and unincorporated concerns justify serious consideration of the part- 
nership option for small corporations or that credit for dividends be 
allowed. Specific provisions would have to be legislated, however, to 
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confine the partnership option method of filing to these particular 
concerns. 


Filing of Reports 

Today a business concern is subject to many different taxes such as 
income, sales, use, license, payroll, and others. The necessity of 
filing reports and the collection of various taxes imposes a particular 
burden on the small firm as compared to the large concern. The 
latter usually maintains a fully staffed tax department with lawyers 
and accountants to pre pare the many reports demanded, to obtain 
every permissible exemption and to assure the company of the lowest 
possible legal rates. 

Owners or proprietors of small enterprises, however, can little 
afford the time or money for this purpose. Frequently, a small 
corporation may: be entitled to tax relief but does not get it because 


the expense of preparing and proving the claim is not justified in 
view of the amount involved. 


EXCESS PROFITS TAX 


It was stated earlier in this Chapter that the present excess profits 
tax calls for a 30 percent tax on all earnings which are in excess of 83 
percent of base-period earnings where the base period is the three 
most profitable years of the 4-year period 1946-49. Special provision 
has been made for new enterprises which commenced business after 
July 1, 1945, and whose fifth taxable year ends after June 30, 1950. 
This was ac ‘omplished by placing a ceiling on the excess profits tax 
beginning at 5 percent in the first 2 years of a company’s existence 
and ine reasing by 3 percentage points to 14 percent in the fifth year. 

The prine ipal complaint by small businessmen concerning this tax 
revolves around the nature of small-business profits. It has been 
stated that the excess profits tax discriminates against small firms 
because of their frequent fluctuations in earnings and because of their 
slow rate of growth. Many new small firms incur considerable loss 
during the first few years of operation but receive ig eames earnings 
after that time. These earnings will undoubtedly be subject to the 
excess profits tax. (In this respect, the gradual increase in tax ceilings 
does not recognize a sufficiently long formative period for the small 
concern.) A similar experience results when the prosperous period of 
small business activity occurs at a time when the excess profits tax is 
levied. This is particularly damaging since the excess profits tax 
may be incurred at the $25,000 level. It cannot be too strongly 
emphasized that it is extremely unrealistic to call the earnings of 
small business at this level, or even a higher level, as “‘excess’’. Pro- 
visions must be made to permit smaller firms to accumulate earnings 
without becoming subject to this particular tax. In contrast, an 
established large business may not only have more stable earnings but 
may have a more favorable base by which this tax is de termined. 

Other criticisms of the excess profits tax point out that it tends to 
encourage business spending. Considering the net revenue obtained 
from this tax, it may even become inflationary. Since there is no 
practical way of determining what constitutes ‘excess profits’ the 
tax is often arbitrary and introduces many problems of equity. While 
allowances have been made in the interests of equity perhaps, to new 
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enterprises, the excess profits tax does impose much financial hardship 
upon small firms. Those small firms which must use the “industry 
average’”’ in figuring their base are being approached unrealistically. 
A new firm, especially with a small amount of assets, expects and needs 
to make a higher rate of profit than those established firms which have 
already improved their asset position. 

Considering the many inequities imposed on small firms, it would 
be much in the interest of small business if the excess profits tax were 
allowed to expire. If the Congress should decide that for reasons of 
revenue the tax must be retained, then revisions are necessary. A 
more realistic ‘‘formative’ period must be adopted and exemption 
should be given small firms which earn $100,000 or less. The exact 
level at which the tax should begin to operate may be determined 
after a careful study of small business e arnings and their need for 
capital. 


THE EFFECT OF INCOME TAXES ON INVESTMENT 


The complaint was,frequently made by businessmen who appeared 
before this committee at its hearings throughout the country that the 
high tax rates have diminished the availability of risk capital and 
have had an adverse effect upon investment in general. If this 
complaint is valid for small business as a whole, it has serious impli- 
cations in regard to the welfare of our economy. It has frequently 
been pointed out in this report that the smaller concern does not have 
ready access to outside equity capital, and is, therefore, dependent 
upon the reinvestment of earnings for any expansion of plant or 
product development. 

Determinants of investment are extremely complex but revolve 
primarily around two factors—the anticipated return and the avail- 
ability of funds. Perhaps the most important factor which must be 
considered on the return of an investment is the reward for risk- 
taking. The level of savings can be considered as of secondary 
importance at the present time for, despite the high level of savings, 
there is a dearth of funds for investment in small-business enterprises, 

The risk attached to small-business operation is partly due to 
errors in judgment. Consumers’ tastes are changeable and unpre- 
dictable while technological changes increase the costs of maintaining 
efficient low-cost machinery. There may also be, over a short period 
of time, a large increase in the number of competitive firms in the 
market or in the cost of materials and labor. All of these factors 
augment the risk of any particular investment, particularly invest- 
ment in a small enterprise. 

While businessmen have no formal approach to investment, it can 
be assumed that they expect a return sufficient to compensate for risk 
so that one particular investment appears more favorable than 
another. For example a comparison might be made between invest- 
ment in small business, which is often engaged in highly competitive 
enterprise and which has such a narrow margin of operating capital, 
with frequent fluctuations in earnings over a period of time, and the 
investment in Government securities which offer a small but safe 
return. It is obvious then that the corporate income tax will reduce 
the amount of profits necessary to cover costs and the reward for risk- 
taking. 

The one mitigating factor in this respect is the present provision 
for carry-over of loss and deductions of loss. (The Revenue Act of 
1950 provides that a net operating loss sustained in one year may be 
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carried back against income of the preceding year, and that any 
unabsorbed balance may be carried forward against income of the 
five following years. This allows a 7-year period for determination 
of taxable income.) This carry-over does much to prevent the cor- 
poration income tax from reducing the reward for risk-taking in 
relation to the amount of risk. 

The corporation income tax affects different security holders in 
widely varying ways. The tax does not directly interfere with the 
payment of interest on bonds and other types of indebtedness. 
The tax falls primarily on the equity of common stockholders. This 
burden is partially offset by the consideration that within certain 
income brackets, a high corporate income tax merely drains off income 
which would otherwise be taxed under high personal income rates. 
The prospect of a low capital gains tax also offers some inducement to 
this group. The higher the income of the stockholder, the greater 
is this offsetting influence and the less the tax reduces the anticipated 
dividend return on stock. The tax reduces the attractiveness of 
stock most for individuals with moderate incomes and for insurance 
companies and other financial institutions. In the past these indi- 
viduals and institutions have not been regarded as promising markets 
for corporate securities. While an effort may be made in the future 
to acquire funds from the middle-income group, under current tax 
rates they have little incentive to invest but prefer to place their 
savings in savings banks or in insurance. 

The effects of high taxes on investment must in part be measured 
by the psychological reactions of businessmen. These subjective re- 
actions are determined by the prevailing state of optimism or pes- 
simism of the investor. During the postwar expansion, for example, 
the income tax, despite rapid increases in cost, was a less important 
consideration than the prospective return. Certainly though, the 
investor expects to recover his investment within a reasonable period 
of time and any tax on future earnings will delay this realization. 

The influence of personal and corporate income taxes upon the 
reinvestment of earnings is of primary importance to the small firm. 
First, high taxes on net income increase the difficulties of building : 
surplus over a period of time. ‘Taxes represent a drain on liquid 
capital, and even when reserves are maintained this disbursement 
reduces the funds which would otherwise be available for reinvestment. 
The same opportunity to replace this capital with borrowed funds is 
not available to small firms as it is to big business. Second, taxes 
on future earnings reduce the propensity to expand the firm’s oper- 
ations. Many small businessmen have stated that they have not 
expanded because the net return would not justify the risk. Large 
well-established concerns with diversified activities are more likely to 
have income on which losses of a particular investment can be de- 
ducted, than small, new undiversified businesses. In this particular 
respect the income tax favors the former type of firm and discriminates 
against the latter. Third, present methods of determining deprecia- 
tion allowances, which represent a principal source of internal finane- 
ing, work a hardship on small business. 


Depreciation Allowances 


For many years the subject of what constitutes taxable income has 
been one of the most controversial aspects of Federal income taxation. 


269534—53——9 
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The problem of methods of depreciation in particular has become 
acute during the past few years when considerable disparity between 
depreciation allowances and replacement costs has developed. Fre- 
quently, the new purchase price exceeds any allowance made for 
depreciation or obsolescence based on original cost. This increase in 
replacement costs has been further accentuated by rapid technological 
change which increases the possibility of obsolescence. In any com- 
petitive industry a firm must maintain the most efficient equipment 
possible. 

For example, according to the Bureau of Labor Statistics Index, the 
index of wholesale prices of metals and metal products was 73 percent 
higher in 1949 than in 1939, while the index of construction costs was 
80 percent higher in 1949 than in 1939. Ina more recent period there 
has been an increase of 15.7 percent in the wholesale price index with 
an increase of 23.7 percent in the cost of building materials index 
(August 1947 to August 1952). In each case the increase in the cost 
index has been greater than the increase in the price index. 

The depreciation “reserve” is rarely in liquid form and earmarked 
for the specific purpose of replacing depreciable property. The 
ability to finance replacement depends upon access to external capital 
or surplus and it is in this respect that small firms are greatly handi- 
capped. While it is true with these increases in costs that there is 
usually additional money income from the sale of product, it is not 
necessarily true that the two factors cancel each other out. In some 
industries and in some markets, particularly today, the demand and 
price of the product does not keep pace with the cost of replacing 
machinery or buildings. 

The customary straight-line depreciation over the expected useful 


life of depreciable assets is unrealistic and works a hardship on small 
firms in particular. Machines and buildings depreciate in value more 
rapidly in the early years of their lives and are more efficient during 
that period. Furthermore, the business concern must bear the burden 
of proving the validity of its depreciation deductions if they constitute 
a departure from the Bureau of Internal Revenue’s straight-line 
computation. 


Tax Amortization 


Some mention must be made of the provisions adopted during 
defense mobilization periods to foster necessary expansion of the 
country’s productive facilities. The expansion is accomplished by 
permitting the amortization of facilities certified as necessary in the 
interest of national defense over a 5-year period, instead of over the 
normal “‘useful’’ life of the facility. Various percentages of the facili- 
ties are considered deductible for tax purposes in that 60-month period. 

Under the present program, October 1950 to October 1952, this 
deduction has averaged well over 50 percent, totaling some $23 billion. 
These tax advantages have generally been to the benefit of large 
rather than small corporations. The implications of this tax advan- 
tage are discussed more fully in Chapter VII. 

The Need for Improvement of Present Depreciation Policy 

Any method which would permit more rapid depreciation of assets 
and permit the firm to recover its investment would, of course, reduce 
the small firm’s tax liability and also improve its profit position 
during the most critical years of its existence. Small businessmen 
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are highly concerned over the need for greater liberalization and 
flexibility in the provisions for determining the amount of depreciation 
of physical assets permitted in the computation of taxable income. 

Many proposals have been made for the adoption of a depreciation 
policy which would enable small firms to retain the earnings needed 
during the early years of their existence. The most acceptable pro- 
posals provide for deprec lation of a certain percentage (probably 50 
percent) during the first 5 years, with the remainder to be depreciated 
in equal amounts over the remaining years of the asset’s estimated 
life; or for unlimited depreciation as the individual concern considers 
necessary and desirable. Both proposals should certainly be given 
serious consideration. 

The amount of corporate and unincorporate depreciable property 
and the size of depreciation allowances must also be considered. 
Regardless of the many worthwhile arguments advanced for this 
tax revision, any change at the present time will involve a considerable 
loss of revenue. It seems advisable, therefore, to delay any con- 
templated changes in depreciation provisions until immediately after 
the emergency. 


INCIDENCE OF THE CORPORATE INCOME TAX 


In recent years a school of thought has developed which holds that 
the corporate income tax tends to be reflected in prices and is partially 
passed on to consumers. This view is based upon the fact that prices 
are not always competitive, but in certain segments of the economy 
are administered by the producer. In some lines, it is pointed out, 
prices are determined by one or a few dominate concerns. Other con- 
cerns in the industry merely follow the leader. This theory assumes 
that prices are fixed in advance of production on the basis of cost 
schedules and estimates of probable demand. The prices thus deter- 
mined are adhered to for periods of varying length of time depending 
upon cost movements, the competition that has to be met and other 
factors. 

In determining the prices to be charged, all costs and charges at 
varying levels of output are taken into account. Included amon 
these costs is a fair return on equity capital. In order to obtain such 
a return, the income taxes likely to be levied on profits must be 
considered. Adherents to this theory do not believe that business 
concerns generally try to earn the largest profits possible; ‘‘satisfactory 
profits” rather than ‘“‘maximum profits’’ is assumed to be the primary 
objective of management, thereby permitting additional increases in 
market price. Other arguments advanced to support this theory 
are as follows: The ratio of sales to taxable income determines in part 
the ability to shift the tax. The more frequent the turnover of capital 
employed, the smaller is the increase in prices required to recoup the 
tax. This ratio is especially significant in cases where demand is 
highly elastic. The size of the tax rate itself may also be highly 
significant. A very low rate may have very little effect upon price 
schedules. Not all concerns and not all of the tax may necessarily be 
passed on in the form of higher prices. Factors such as the demand 
for the product, the increase or decrease in price levels, the decline or 
expansion of the particular industry, all help determine the ability of 
the firm to pass on the burden of the income tax. 
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This theory of tax incidence directly conflicts with the traditional 
theory which assumes that virtually the entire tax must be absorbed 
by the company. The traditional theory of tax incidence states that 
a tax on net income js borne primarily by the income recipient, that 
the tax is not regarded as a cost of production and therefore does not 
and cannot enter into price considerations in the short run. It 
assumes, in this respect, that the ability to forecast. market trends is 
too unreliable to permit this sort of computation. It assumes also 
that in cases where substitutes exist and in competitive markets 
where a considerable part of total supply is produced by firms that 
make no profits and hence pay no tax, that the profitable corporation 
cannot raise its prices to cover the income tax without risking the 
loss of market to less successful rivals. 

The ability to shift the tax by increasing prices is also deterred by 
the large number of unincorporated concerns which are not paying 
this tax or by other corporations managed by businessmen who do 
not regard the tax as a cost. Perhaps the strongest argument exists 
in the statement that the imposition of an income tax gives the indi- 
vidual firm no more control over the market than it had formerly 
and that higher prices can still be had only at a sacrifice in sales. 

It should be pointed out, however, that circumstances in many of 
the postwar years have favored tax shifting. During these years 
there has been a fairly continuous sellers market determined in part 
by high levels of savings and consumption and by the abnormal de- 
mand for defense goods. The figures given on page 107, showing a drop 
in corporate income after taxes between 1950 and 1951, may also 
indicate that, during this more recent period because of price control 
and buyer’s resistance, the tax has not been shifted. 

The committee does not attempt to resolve these differences in 
tax theory. It does wish to suggest that regardless of which theory 
is more nearly correct, the small firm is at a disadvantage. Without 
shifting, the small firm feels that full impact of the tax. Small firms 
predominate in the many industries which sell in a highly competitive 
market. At the same time many industries exist where larze con- 
cerns have considerable control over market price. The ability to 
shift the tax to the consumer in the form of higher prices, therefore, 
seems to rest in most instances with big business and with shifting, 
the small business is relatively worse off than large concerns. 


SURPLUS ACCUMULATIONS UNDER SECTION 102, INTERNAL REVENUE 
CODE 


The corporate form of organization can be used in many cases as 
a means of tax avoidance in a tax system which includes a steeply 
graduated personal income tax. In a corporation where a large 
number of stockholders are in the middle and upper income brackets, 
the retention of earnings will constitute a substantial tax saving. 
These earnings will later be paid out as dividends when tax returns 
are lower or may be retained in the business indefinitely. In either 
instance, the earnings are not made subject to the high personal income 
tax. Because of this possibility of tax avoidance, the income tax laws 
include a provision to penalize the “unreasonable”? accumulation of 
surplus. (This tax avoidance problem does not exist in the case of 
proprietorships and business partnerships since all of the net income 
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is subject to the full rates of personal surtax whether or not it is 
distributed.) 


Policy and Decisions 

Section 102 of the Internal Revenue Code imposes a graduated 
surtax (27% percent of the first $100,000 of undistributed Section 102 
net income, and 38% percent of any amount in excess of $100,000) 
on the undistributed net income of a corporation— 


formed or availed of for the purpose of preventing the imposition of the surtax on 
its shareholders, or the shareholders of any other corporation, through the medium 
of permitting earnings or profits to accumulate instead of being divided or dis- 
tributed. 


Since this particular section of the Internal Revenue Code has 
created considerable dilemma on the part of small, closely held corpo- 
rations as to how much of their profits may be retained, it might be 
well to mention the instances in which this provision will generally 
be applied. It is Bureau policy that the tax returns for certain classes 
of corporations will be selected to permit examination in order to de- 
termine whether or not Section 102 has been violated. The five 
classes of corporate returns which are to be examined for improper 
accumulation of surplus follow: 


(1) Corporations which have not distributed at least 70 percent of their earn- 
ings as taxable dividends. : 

(2) Corporations which have invested earnings in securities or other properties 
unrelated to their normal business activities. 

(3) Corporations which have advanced sums to officers or shareholders in the 
form of loans out of undistributed profits or surplus from which taxable dividends 
might have been declared. 

(4) Corporations, a majority of whose stock is held by a family group or other 
small group of individuals, or by a trust or trusts for the benefit of such groups. 

(5) Corporations, the distributions of which, while exceeding 70 percent of 
their earnings, appear to be inadequate when considered in connection with the 
nature of the business or the financial position of the corporation or corporations 
with accumulations of cash or other quick assets which appear to be beyond the 
reasonable needs of the business (Treasury Decision 4914). 


In addition to Bureau policy statements, supplemental directions 
have been issued dealing with the manner in which these corporate 
returns should be evaluated in determining liability and the data 
which the report of the examining officials should contain. These 
supplemental directions, issued as long ago as July 1939, stated in 
part that— 


(The) purpose to avoid the imposition of the surtax upon the shareholders of a 
corporation can be determined only upon a careful study of the fiscal status of the 
corporation and other attendant circumstances. Among the circumstances re- 
quiring careful study or scrutiny are the purpose for which the corporation was 
formed; the dividend distribution history of the corporation; its dealings with its 
shareholders and advances or loans made to them in lieu of dividend distributions; 
and accumulations of surplus resulting from the retention of cash, securities, and 
other assets unrelated to and not essential to the normal business activities of the 
corporation. 

Instances in which the utilization of the corporation for the purpose of avoiding 
surtaxes cannot be imputed (although none or a small percentage of the earnings 
have been distributed to the shareholders) may be determined from the circum- 
stances that all or a large part of the earnings are necessary to acquire or finance 
additional working assets, such as larger inventories; that the distribution of the 
earnings to the shareholders would not have resulted in surtaxes because of indi- 
vidual losses or small individual incomes; that the stock is widely held in small 
blocks; and the reserves or additions thereto necessary for the retirement of 
bonded indebtedness incurred in the normal conduct of the business absorbs all 
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or a large part of the earnings (Commissioner’s Mimeograph Coll. No. 4943, 
R. A. No. 1005, July 31, 1939). 


Policy Interpretation 


The following factors have been brought to light through court and 
Bureau interpretation and may be considered to be indications of 
evidence that a corporation is violating Section 102: loans made to 
stockholders and investments unrelated to the business; profit ac- 
cumulation provides unnecessary reserves or reserves in excess of 
reasonable requirements; the retention of income which is tax-exempt 
to the corporation but taxable to the shareholders when not dis- 
tributed in substantial amounts; the accumulation of profits for pur- 
poses of business or plant expansion when the proposed expansion 
cannot be accomplished in the reasonable future or when the projected 
expansion is substantially less than the surplus accumulation sup- 
posedly directed to that purpose, and when there are large personal 
surtax savings to the corporate stockholder through retention of 
earnings by the company, particularly when the benefitting stock- 
holder controls the corporation. 

In contrast, the following factors seem to be recognized by the 
courts and the Bureau as justifying retention of corporate earnings 
for business needs: when provisions are made for necessary, reasonable 
and realizable business expansion; the acquisition of assets or stock 
of a reasonably related business enterprise; the retirement of bona fide 
indebtedness; to make necessary additions to working capital; 
establish or enlarge reserves needed to meet higher replacement costs, 
bad debts or specific contingencies; to make provision for continuous 
employment where sharp, seasonable variations exist to offset fluctua- 
tions in wage scales, etc.; to make loans to business customers, and in 
cases where new corporate enterprises need to accumulate earnings 
for financial protection during the early years of their existence 
(The Taxation of Corporate Surplus Accumulations. Study prepared 
for the Joint Committee on the Economic Report by Dr. James K. 
Hall, 82d Cong.). 

Extent of Section 102 Assessments 

It will be apparent that if the above factors are compared, a de- 
cision of reasonableness under Section 102 will require distinctions 
of degree on which differences of judgment are inevitable. The 
problem of liquidity is, of course, of primary consideration. The 
administration of Section 102 has proven troublesome and difficult to 
the Bureau of Internal Revenue and cases must generally be de- 
termined on a pragmatic basis. This in part explains the relatively 
small number of deficiency assessments made between July 1939 and 
December 1949. 

On the basis of records maintained in Washington, which included 
about 67.5 percent of all Section 102 cases, an estimated 1,361 defi- 
ciency assessments were made during this period. This may be com- 
pared to income and profits tax deficiencies which numbered 786,415 
in the same period. 

The comparatively few cases under Section 102 in this 11-year 
period have usually involved a type of small business. The relatively 
small, profitable, and closely held corporation with surplus accumula- 
tions has been especially vulnerable. In general, the large corpora- 
tions which are publicly owned are not concerned with surplus ac- 
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cumulations to avoid the surtax on their stockholders’ income. Of the 
919 assessments made against 514 corporations under Section 102 in 
Washington, D. C., only 1 in 6 was imposed on corporations with 
assets over $5 million or under $100,000. Eighty-four percent of the 
total assessments were made against corporations with assets between 
$100,000 and $5 million. Over 86 percent of these deficiency assess- 
ments were imposed on corporations with less than 10 stockholders. 
Economic Effects 

The economic effects of Section 102 on small business must be 
measured by the induced actions of corporate management regard- 
ing corporate investment and dividend policies. A significant propor- 
tion of small corporations find Section 102 a matter of serious concern; 
time and time again in hearings held by this committee, small business- 
men have complained that they do not know where they stand in 
respect to permissible investment policy. The misinterpretation or 
misunderstanding of this section of the Internal Revenue Code by 
businessmen has created forced increases in real investment, inven- 
tories and dividends with corresponding decreases in liquidity. The 
result is, of course, that corporate solvency or future expansion and 
investment has been endangered. It has been pointed out many 
times in this report that most small firms have a difficult time in 
maintaining their liquidity without having to worry about the impact 
of Section 102. 

The decisions made by small corporations as the result of this 
Section have been due to fear, misunderstanding or ignorance or all 
three. These corporations suffer not only because they are more vul- 
nerable than large corporations, but because they are less well- 
informed tax-wise and less inclined to engage in legal defense where 
the burden of proof rests with the company, as well as being more 
susceptible to indecision. Misinformed tax practitioners may also 
mislead small concerns as they do not appreciate the need of these 
firms for higher corporate liquidity or if they do not know the Treasury 
Department policy in its application of Section 102 to small business. 

Although the small, closely-held corporation has been subject to the 
majority of the assessments under this provision, the Treasury De- 
partment has stated that it is willing to allow ample leeway for reten- 
tion of corporate earnings for all reasonable business propositions. 
The committee believes that much of the concern on the part of 
small businessmen has been due to misunderstanding and to a lack 
of awareness of this fact. The committee also believes that the 
Treasury Department has been negligent in its duty to inform small 
businessmen of the implications of Section 102. While the Treasury 
Department cooperates with those seeking information by making 
available pertinent decisions and regulations, it has left the means of 
dissemination of information to others. 

“Unreasonable” accumulations of surplus are undesirable. In view 
of the recognized need for income tax revenue and in view of equity 
considerations, tax avoidance must not be permitted. Despite the 
fact that there are no indications that Section 102 is being administered 
to force distributions of earnings necessary to the legitimate develop- 
ment of business, the fear which has been engendered in the minds 
of many small businessmen, suggests that clarification of the surplus 
accumulation provision is necessary. Full information must be pre- 
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sented the business community setting forth the standards by which 
violations will be determined. 


FEDERAL EXCISE AND SALES TAXES 
EXTENT OF EXCISE AND SALES TAXES 


While the Federal Government has never imposed a general or 
retail sales tax, it has frequently levied taxes on particular manu- 
facturers, sales and services. This type of a tax has been used most 
frequently in time of war when revenue needs are increasing or during 
depressions when revenue from other sources has fallen off. At the 
present time, Federal excise taxes bring some $9 billion in revenue to 
the Federal Government. (Although State and local sales taxes will 
not be discussed in this chapter, it should be remembered that some 
28 States and 50 cities, 1948 figures, had imposed general or selective 
sales taxes.) 

lt should be recognized, of course, that there are “hidden’”’ taxes in 
the price of any commodity. Taxes are a cost element in the produc- 
tion and distribution of nearly all goods and services. Taxes which 
are paid by producers either directly or indirectly are reflected as 
factors in cost of production and therefore enter into, although they do 
not govern, the competitive determination of prices in the market. 
Therefore a tax on some specific item may deny the ability of a 
producer in a given industry to continue to compete. These taxes may 

also influence the prices of some items by an “accelerating’’ effect on 
the demand or supply side of the market and this effect will often 
unbalance the previous position of the smaller producers. 

It, has often been pointed out that the share of such taxes as cor- 
porate income tax, taxes paid out of wages of employees and social 
security taxes, in the price of an item produced by a corporation, 

cannot be accurately determined without an exhaustive cost account- 
ing and market analysis which, at best, could yield only a rough 
estimate. In contrast, where a tax is directly imposed on a specific 
product or service, the burden of this tax can be determined with 
some degree of precision with respect to unit output. 


TYPES OF FEDERAL EXCISE TAXES 


There are many Federal excise taxes on essential items which are 
commonly purchased by various kinds of small business. Some of the 
more important taxes are listed here: 


TABLE 23 
Manufacturers’ excise taxes: 
Lubricating oils, per gallon .. 6 cents. 


Gasoline, per gallon_- See we 144 cents. 
Tires (wholly or in part of rubber), per pound__- ae .. 5 cents. 
Inner tubes, per pound_ Siac kbs ds no ohn A 
Automobile truck chassis and bodies - - Seis _. 5 percent. 
Other automobile chassis and bodies, and motoreycles____ 7 percent. 
Parts and accessories for automobiles and motorcycles___. 5 percent. 
PAOPLFAORL BINNNT 6s os es cca cua : 5 b 314 percent. 
Electric, gas, and oil appliances Da wan . 10 percent. 
Mechanical refrigerators, quick- freeze units, air-condi- 

SRN SONNE. Soe a ose ats ates : Do. 
Business and store machines_.__.__.-_---------------- Do. 


! These include such industrial items as motor driven propeller fans, oil, gas and electric heaters, ete. 
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TaBLE 23—Continued 
Miscellaneous taxes: 
Telephone, telegraph, cable, radio, etc Various rates. 
Local telephone service_- ae ce ae _ 15 percent. 
Transportation of oil by pipeline_ _ -_- : _...... 4% percent. 
Transportation of persons 15 percent. 
Transportation of property - 3 percent of 


amount paid, 
except coal, 
W hich is 4 
eents per ton, 
Palm oil, per pound___- err 3 ; : 3 cents. 
Palm kernel oil, per pound___-______--__~- Do 


Coconut oil, per et Do. 


Source: Annual Report of the Commissioner of Internal Revenue, Fiscal Year Ending June 30, 1951. 
The following table depicts the importance of various Federal taxes 
from the point of view of revenue. 
TABLE 24.— Revenues from Federal Excises, fiscal jear 
Classification: 
Tobacco taxes_. 
Liquor taxes 
Manufacturers’ excises ! 
Retailers’ excises 
Taxes on facilities ! 
Admissions and dues taxes__ 
Miscellaneous taxes 


Total _ 


1 Includes taxes on communications, transportation, lease of safe 


deposit boxes, and electrical energy. 
Source: Bureau of Internal Revenue, 


EFFECT OF THESE TAXES 


These taxes are imposed upon business in proportion to the amount 
of the taxable goods and services used and the relative rates of use. 
They discriminate against small business principally in those cases 
where these items are of greater importance in the small businessman’s 
production costs than in the larger businessman’s production costs. 
Both the producers of items with manufacturers’ excise taxes such as 
cigars, cigarettes, alcoholic beverages, radio and_ television sets, 
sporting goods, and photographic apparatus, and the retailers selling 
these items are adversely affected by the excise tax. These taxes tend 
generally to result in an increase in the price of the goods and thereby 
limit or decrease demand with corresponding reduction in the po- 
tential profit of both manufacturer and retailer. In other words, 
manufacturers are adversely affected both by indirect taxes on the 
materials and services they buy and by the direct tax on the products 
they manufacture and sell to the extent that all of these taxes in- 
creased cost of the goods to the retailer and to the consumer. 

Objections have been raised to the use of sales taxes primarily 
because they tend to be a tax on consumption. In most cases, the 
incidence of sales and excise taxes is that these taxes are shifted to the 
consumer. There are, however, many instances in which shifting or 
recovery of the tax may not be possible. For example, if the demand 
for a given product is elastic, it may be that the retailer or producer 
will have to absorb the tax himself since increasing the price by the 
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full amount of the tax may reduce volume of sales and profits. It also 
happens that where the tax rate is very low, it will be absorbed by the 
retailer as a matter of pricing policy. 

In many cases then a substantial portion of the retail and selective 
sales tax is paid by a business unit, thereby preventing a complete 
shift to consumption. This is particularly true of the Federal excise 
on transportation of property and communications. These taxes are 
generally treated as business costs and may not be susceptible to full 
recovery from the consumer through the pricing process. In general, 
however, it may be stated that the sales tax is borne mainly “by the 
consumer. 

Small firms find their greatest strength in retailing, in service trades, 
residential construction, “the apparel, food and similar industries. Any 
increases in sales and other excise taxes would bear heavy ily on these 
small firms engaged in selling directly to the consumer. 


SUMMARY 


The supply of working capital and funds for expansion constitutes 
one of the most important problems of small businessmen today. 
These funds are necessary to permit the bidding for and performance 
of Government contracts, and to allow the individual concern to 
maintain its position in a competitive economy both during and after 
the current emergency period. The small concern is generally 
dependent upon the savings of the entrepreneur for its inception and 
on the retention of earnings for its future operations. 

The use of these particular sources of funds is partly a matter of 
choice and partly a matter of necessity. It is traditional in our 
economy that entry into a particular field of business is governed by 
the initiative, skill, and financial resources of the individual. It is also 
customary to finane e, to a large extent, current operations and expan- 
sion of the concern’s operations through the reinvestment of earnings. 

Savings of the individual and earnings of the company are frequently 
supplemented, however, by the funds of other individuals and financial 
institutions. It has been shown many times in Chapters III and IV 
that the small firm is handicapped in its utilization of both internal and 
external sources of capital. It was found, for example, that the small 
firm has difficulty in utilizing its own capital because of fluctuations 
in earnings, dependence on local markets, and lack of product diversi- 
fication. In addition, these concerns have been unable to supplement 
their own financial resources with funds secured through the issuance 
of securities, borrowing from commercial banks, insurance companies, 
and other institutions. In view of these difficulties encountered in 
securing borrowed and equity capital, it becomes apparent that one 
of the basic problems is that of taxation. Any reduction in savings 
of the individual may retard the accumulation of funds for initial 
investment; any reduction in earnings decreases the amount of work- 
ing capital and funds for reinvestment in plant or machinery. 

While the effect of the individual income tax on investment cannot 
be measured precisely, it can be stated that high tax rates do reduce 
the incentive to invest in small enterprises. Middle income groups 
have less to invest and tend to place their surplus funds in savings 
banks or savings bonds; wealthy individuals find tax-exempt securities 
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of greater appeal, particularly when the risk attached to investment 
in a small firm is considered. 

A more significant result of high income taxes is the reduction in 
net earnings of the small firm. These firms need earnings to offset 
former losses and to permit reinvestment in plant and facilities. 
Because of their reliance upon this source of funds, any reduction in 
earnings is a serious obstacle to continued operations. The income 
tax not only reduces available funds, but also reduces the incentive 
for expansion since taxes on future earnings increase the ratio of risk 
to expected return. The impact of both a high surtax and excess 
profits tax has deprived the small firm of necessary capital despite 
provisions for carryover of losses incurred during previous years. 
This loss in revenue to the firm becomes particularly burdensome when 
the availability of capital and the tax rates of the small business are 
compared to those of large business. 

There are many injustices created by the excess —— tax itself. 
New, small business customarily undergoes several years of loss before 
realizing profits on its investment. ‘The present a ision for a 
gradual increase in the tax ceiling covers too brief a period to give full 
consideration to a large number of small enterprises. Alternative 
methods of computing the tax base, such as the industry average, 
again tend to work hardships on small business. The cost of filing 
excess profits tax forms is itself a tremendous burden for a small firm 
to bear. 


RECOMMENDATIONS 


In view of the above inequities and others discussed earlier in this 
Chapter, the committee urges that the following recommendations be 


given serious consideration. In making these recommendations, the 
committee is fully aware of the continued need for large amounts of 
revenue and of the tax burden of other segments of the economy. 

The committee strongly urges more careful consideration of the 
effect of the excess profits tax on small business and recommends 
that, should the tax be retained, small firms be permitted to retain 
earnings, currently considered as “excess profits’? but which are 
needed for normal business operations. This revision involves a 
higher minimum credit for excess profits tax purposes of $100,000. 
A more realistic earnings base should be also established, pre ferably 
a certain percentage of invested capital. 

Simultaneously, the corporate surtax exemption of $25,000 should 
be increased. Many firms earning more than this amount are still 
to be considered small and encounter the same difficulties of all 
small firms in securing necessary capital. The committee believes 
that should additional revenue be needed it should not be acquired 
through the imposition of additional excise taxes, as such a tax tends 
to be a tax on consumption and may seriously affect the markets of 
many small firms. 

Small corporations must be allowed to file as partnerships or should 
be given tax credit on that portion of earnings distributed to stock- 
holders. The segment of the business population to which the former 
will apply must be determined by further study. 

As soon as Federal revenue needs have decreased to permit reduc- 
tions in tax rates in general, present depreciation policy should be 
liberalized to permit either complete or partial depreciation of assets 
during the early years of the asset’s useful life. 
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Finally, the committee urges a thorough study of the entire tax 
system to determine its effects on individual segments of the economy 
and the equity problems which are created by particular taxes. 
Such a study should determine the most appropriate tax measures 
for both defense and peacetime economies, giving consideration to 
varying demands for tax revenue, varying levels of corporate and 
personal i income and the need for investment funds. 


CHAPTER V 


SMALL BUSINESS AND GOVERNMENT PROCUREMENT 
INTRODUCTION 


ROLE OF SMALL BUSINESS IN PROCUREMENT 


The role of small business in Government procurement is a disputed 
matter involving several basic questions. What should be the role 
of small business during periods of national emergency when thor- 
oughly competitive procedures may be temporarily changed? Should 
small business participate only to the extent that it obtains contracts 
on a normally competitive basis? In such abnormal periods should 
small business be given a larger share of civilian procurement to 
offset its limited share of military procurement? Should special 
aids be given to small business in abnormal times to equalize its 
opportunities to participate in procurement? 

Congress answered these questions by adopting The Armed Services 
Procurement Act of 1947 (Public Law 413; 80th Cong.) which states 
the declared policy of the Congress to be— 
that a fair proportion of the total purchases and contracts for supplies and 
services for the Government shall be placed with small-business concerns. 


Similar or more specific provisions were included in other procurement 
statutes discussed in detail in a later section of this chapter. 

The Defense Production Act of 1950 (Public Law 774, 8ist Cong.) 
expressly provided that mobilization of our national resources for 
defense should be accomplished with the least possible disruption of 
our normal industrial and civilian economy. Section 701 (a) specifi- 
cally provided that— 


It is the sense of the Congress that small-business enterprises be encouraged to 

make the greatest possible contribution toward achieving the objectives of this 
Act. 
Subsection (b) provides the means of carrying out this basic small- 
business policy. One of the amendments to the Defense Production 
Act adopted in 1951 was Section 714 which created an independent 
agency to carry out specific provisions for the utilization of small 
business in defense and civilian production. According to the statu- 
tory mandates of Congress, the role of small business in procurement 
is to make the greatest possible contribution to defense mobilization. 

It is essential, therefore, that the productive facilities of small busi- 
ness be utilized to broaden the industrial base during the present period 
of partial mobilization and to preserve the undiminished strength of 
all smaller industrial units until such times as they are needed for 
even greater mobilization. 
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TENDENCY TO IGNORE SMALL BUSINESS IN PLACING GOVERNMENT 
CONTRACTS 


Even in peacetime Government procurement officers have a 
tendency to ignore small business in placing Government contracts 
for equipment and supplies. In wartime or periods of partial and 
continuing mobilization there is danger that the natural desire for 
flexibility “and speed in procurement will lead procurement officials to 
overlook the placement of a proportional share of contracts with small 
business concerns. It may be sound policy to award contracts for 
heavy equipment and large quantities of certain types of supplies to 
nationally known large producers who have existing plant facilities, 
an adequate labor force and the technical know-how. The com- 
mittee has never been opposed to bigness and efficiency per se in the 
American economy. On the contrary, it is recognized that big 
business is indispensable to quantity production of heavy goods 
urgently needed, not only in a period of national emergency or all-out 
war but in peacetime. It is to be expected that large business 
establishments with technically trained personnel, adequate facilities, 
production skill, and unlimited financial resources will be awarded 
major prime contracts to furnish on fixed schedules the tanks, planes, 
ships and other heavy equipment immediately needed for national 
defense. 

The chief concern of the committee is that a disproportionately 
high percentage of prime contracts and expanded production facilities 
may become more highly concentrated than ever before in the hands 
of a few dominant enterprises. 

On the basis of conservation, it was necessary to incorporate special 
procurement provisions in all major procurement statutes. A small 
minority of persons ingeniously assert their opposition to any control 
of economic concentration. They either do not know, or conven- 
iently forget, the American tradition of a free, competitive economy in 
which all businesses of any size have equal access to markets. The 
primary reason for special assistance to small-business units is to 
undergird the foundation of American independence and private 
enterprise. In 1948, the Committee for Economic Development, a 
national group of distinguished businessmen and research specialists, 
sponsored a study of the place of small business in a free-enterprise 
economy, its position and needs. The following statement of basic 
premises by this group is worthy of serious consideration: 

Of all economic elements, small-business enterprises have been the least 
amenable to centralized control, hence a nuisance in a Government-managed 
economy. This fact has been significant to Americans who are aware that 
elimination of independent small business featured the modification of the eco- 
nomic pattern in every country where totalitarian government waxed strong 

In serving its own interest small business serves as a social and political 


stabilizer, its ve ry numbers acting as safeguard against concentration of power 
in any one group. 


Big business knows that its chances to continue under private auspices rest 
heavily upon the presence of many virile, healthy small businesses, bent on retain- 
ing the opportunities and liberties that go with private enterprise. 

In a period of accelerated mobilization, small enterprises are least 
equipped to adjust themselves to cutbacks of strategic materials and 
allocations, priorities, and price and wage controls. Unless these 
small enterprises obtain their fair and proportionate share of defense 
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contracts, many of them will be forced to shut down and disappear 
from our economy. ‘The lack of an adequate overall central planning, 
including an inventory of the Nation’s manufacturing establishments 
of all types and sizes, results in the channeling of contracts to a limited 
number of producers and in failure to preserve the total productive 
capacity of the economy. Because of these trends, the Federal Gov- 
ernment took affirmative action with respect to the formulation of a 
small-business procurement policy. 

The purpose of this chapter is to give a complete picture of the 
procurement activities of the Government, the scope of those activ- 
ities and their effect on the various types of American business in 
our economy. An analysis of present procurement policy as form- 
ulated by legislative enactments will be made for the purpose of 
determining the adequacy or inadequacy of the policy to achieve 
predetermined objectives. An examination of the efforts of procure- 
ment agencies charged with the responsibility of executing this policy 
will provide a basis for evaluating the limitations of the policy or 
the failure of agencies to show more favorable results. 

In any comprehensive study of the share of small business in pro- 
curement, the following factors must be considered: appropriations 
made to major departments and agencies of the Government for the 
procurement of supplies and equipment; the authority granted to 
procurement officials and how they exercise that authority; special 
provisions for small-business participation in procurement; the per- 
centage of procurements which agencies have given to small business; 
and finally, an evaluation of policy and its execution as a basis for 
determining essential improvement in the small-business program. 


IMPORTANCE OF SMALL BUSINESS TO THE ECONOMY 


The primary objective of Congress is to guarantee a wider recog- 
nition of the important role of small business in the American economy 
and a proportionate utilization of its facilities for either civilian or 
defense production, or both. Special efforts in behalf of small enter- 
prise go beyond temporary measures to alleviate current problems and 
difficulties. There must be a re-examination of the place of small 
business in our economy and the creation of an economic climate in 
which small business may be strong and significant. ‘The basic issue 
is whether or not small business can maintain its place in the swift 
current of our economic destiny. For these reasons Congress has 
incorporated special small-business provisions in all procurement 
legislation enacted in recent years. 


NATURE AND VOLUME OF GOVERNMENT PROCUREMENT 
VOLUME OF GOVERNMENT PROCUREMENT 


The Federal Government is the largest single customer of the 
producers of America. It purchases more supplies and services than 
any one of even the large private corporations—in fact, more than 
many of them combined. New funds made available by the Congress 
in July 1952 brought to $129 billion the amount available for expendi- 
ture in all military procurement and construction programs since 
Korea. About $41 billion worth has been delivered or constructed; 
about $58 billion more is in process or on order and contracts covering 
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most of the $30 billion balance will be let during the next nine months. 
Total budget appropriations were $93.0 billion for fiscal 1952 , and 
$79.1 billion for fiscal 1953. The largest appropriations in the budget 
are for the major national security programs—amilitary services, inter- 
national security and foreign relations, the development of atomic 
energy, the promotion of defense production and economic stabiliza- 
tion, civil defense, and merchant marine activities. These programs 
account for the greater portion of the increase in total expenditures 
since the attack on Korea. The Department of Defense alone received 
more than 65.4 percent of the total appropriations for fiscal 1952, 
approximately $39 billion, and will receive 60.5 percent of the total for 
1953, approximately $48.9 billion. Although other departments and 
agencies receive relatively smaller procurement appropriations, con- 
siderable amounts of money are spent on large programs by such 
agencies as the Bureau of Land Management and the National Park 
Service of Interior; Production and Marketing Administration of 
Agriculture; Bureau of Public Roads, Civil Aeronautics Administra- 
tion, and Maritime Administration of Commerce ; Construction Supply 
and Real Estate of Veterans Administration; and the Division of 
Construction of Tennessee Valley Authority. General Services Admin- 
istration purchases each year approximately $4 billion worth of sup- 
plies for the civilian agencies of the Government, the National 
Advisory Committee for Aeronautics, and the Coast Guard. During 
ten months of fiscal 1952, the Atomic Energy Commission awarded 
prime contracts and purchase orders in the amount of $197,280,210, 
and subcontracts and orders in the amount of $36,069,191, a total of 
$233,349,401. 

Both the Federal Government and the taxpayer should know how 
these tremendous sums of money are expended and who controls the 
expenditures. The specific interest of this committee is to learn 
whether small business receives its equitable share of purchases that 
amount to many billions of dollars administered by a comparatively 
small number of the major procurement agencies of the Government. 

This tremendous volume of Federal expenditures and the propor- 
tion of all expenditures which procurement constitutes differ greatly 
in the current year from their pre-Korea characteristics. Before 
Korea the Federal Government’s purchases from business of goods 
and services took only about 3 percent of the gross national product. 
The things that the Budget Bureau classifies as materials, supplies, 
and equipment, amounted to little more than $7 billion, or less than 3 
percent of the gross product, in fiscal 1950. In fiscal 1953, thev will 
amount to more than $30 billion, or between 8 and 9 percent of the 
gross product. 

The purchases of supplies, materials, and equipment, amounted to 
about 20 cents of each budget dollar in fiscal 1950. In 1953, such 
purchases are estimated to take more than 40 cents out of each dollar. 
The expansion of procurement is indicated further by the estimate that 
materials, supplies, and equipment will become in 1953 nearly twice 
as great in amount as the cost of personal services—that is, pay of 
employees and of the Armed Forces. Personal services will take 
between 20 and 22 cents of each dollar in 1953, in comparison with 
27 cents in 1950. 
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MILITARY AND CIVILIAN PROCUREMENT 


The expansion of procurement of materials, supplies and equipment 
amounts to nearly $25 billion between 1950 and 1953. This does not 
arise from greater expenditures of the civilian activities of the Gov- 
ernment. The amount of obligations for materials, supplies, and 
equipment for civilian activities was little different in the 1950 and 
1953 budget estimates. This is indicated by the following data for 
several of. the larger agencies: 


TABLE 25.—Estimated obligations for materials, supplies, and equipment 


[In millions} 





Veterans’ Administration 

Department of the Interior 

Post Otfice = S 52 
Department of Agriculture i 20 
Federal Security Agency 15 17 
Department of Justice | 


The experience of other non-defense departments is similar to that 
reflected in the above table. The expansion of the total and of the 
relative volume of expenditures for materials, supplies, and equip- 
ment thus reflects primarily the increase in m)*tary appropriations 
and expenditures. Almost 98 percent ot all estimated obligations for 
materials and supplies in 1953 are Department of Defense, Strategic 
and Critical Materials, and Atomic Energy Commission obligations 


About 99 percent of equipment obligations are those of the De -part- 
ment of Defense and the AEC, as is indicated in Tables 26, 27, 28, 


A a - 


and 29. 


TABLE 26.—Appropriations for military services, atomic energy, and international 
aid 

Millions 
1953 _ ‘ ; ‘ S ; cae _.. $54, 039 
1952 __- : ae ‘ 71, 194 
oS) ae : eae ; . 99 538 
Sones ae : . 21,987 
1949__. : 20, 759 
— —— ° 12, 578 


240, 095 


26934—53——10 
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TABLE 27.—Budget estimates of obligations for supplies, materials, and equipment, 
jiscal 1958 


| 
Percent of Percent of 
Supplies total of Eauin total of 
Department and Federal - . Federal 
materials Govern- on Govern- 
ment ment 


Millions 
Department of Defense !__. | $19, 645 90. 
General Services Administration-._...........-.--.--.-] 1, 068 4. 
Federal Civil Defense Administration-____- 148 
Veterans’ Administration a6 adieeat ace 130 
Tennessee Valley Authority 
Atomie Energy Commission. . 
Department of the Interior. _- 
Department of the Treasury 
Post Olfice a ie hvint ional aiadsted 
Department of Commerce 
Department of State_-______- 
Department of Agriculture__ 
Federal Security Agency. 
Department of Justice . 
National Advisory Committee, Aeronautics 
Legislative. ._- 


Millions 
$21, 688 

3 
171 
20 
109 
31 
37 
31 
19 
17 | 





Oe Or CO IO 





All departments, excluding Mutual Security 
Agency i ; 21, 73% : | 22, 150 


1 Supplies and equipment obligations in fiscal 1952 totaled $42.2 billion. Obligations for all objects totaled 
$61.9 billion. 


TABLE 28.—FPudget estimates of direct obligations (excluding reimbursable obligations 
and obligations of business enterprises) for supplies, materials, and equipment, 
fiscal year 1953 


Direct | | | 

obligations,| Percent of || Direct | Percent of 

Department supplies Govern- || obligations,} Govern- 
and ma- | ment total || equipment | ment, total 
terials | 


Millions || Millions 
Department of Defense as i dnicaatal $12, 219 $17, 832 
General Services Administration Seis 1, 068 3 
Federal Civil Defense Administration_-_--. wet 148 79 
Veterans’ Administration ‘ a 113 | 19 
Atomic Energy Commission na cokwadl 107 | 31 
Department of the Interior-- cet a | 74 | 36 | 
Department of the Treasury . Jccncsoe! 38 | 30 
Post Office Department ._-- cateimcaaaaddad es | 33 | 19 
Department of Commerce-.-.-- — seniciil 15 9 
Legislative Branch ie 30 3 
Department of State " ae 19 6 
Department of Agriculture. ee nana 14 6 
Federal Seeurity Agency = ie daa 13 
Department of Justice --- 10 
Nationa! Advisory Committee | j 


Qe 


nmol o 


et et BD CO Or OO OD = 6 





Total, all Government (excluding Mutual Secu- 
tity Agency) -- nal , 











_— 


eae! w> we” we 


Nth» o 
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TABLE 29.—Federal purchasers of supplies, materials, and equipment: principal 
offices and bureaus, and amounts estimated for 1953 (direct obligations only) 


| 
| | Total Approxi- 
Supplies supplies, mare poets 
Bureau or office and appropriation title and Equipment) materials | ‘in sppro- 
. “ ; 
materials ae priation 
acts 


Millions Millions | Millions Millions 
Total, Federal Government Saal $13, 905 $18 082 $31, 990 


Military and Atomic Energy a 3, 4: | 17 832 31, 266 
Other | 50 
Total, offices listed below: 

Military and Atomic Energy-- ip ati de hice 13, 096. 5 12, 788. 8 

Other 344. 4 | 


Military and Atomic Energy: 
Aircraft and Related Procurement, Air Force... 2. 088.0 | 8, 651 
Procurement and Production, Army__.__-_....-- 2, 559 1, 091. 6 
Maintenance and Operations, Air Force Seated _ 818. 521.8 
Maintenance and Operations, Army-- .-_- ee j , 671 381. 2 
Military Personnel, Army Ea 814 5 
Major Procurement Except Aircraft, Air Force___-- 448 827.0 
Ordnance and Facilities, Navy = parce 496. ; 95. 4 
Marine Corps Troops and Facilities......... 421 : 409. 4 
Aircraft and Facilities, Navy 376. 254.9 
Ships and Facilities, Navy inane ; ; 304 
Military Personnel, Air Force................---- 333 
Military Personnel, Navy 246 
Acquisition and Construction of Real Property, 
Air Force. . . » 

Medical Care, Navy 

Research and Development, Army... 

Atomic Fnergy Commission : : 

General Services Administration, Strategic and 
Critical Materials. ................. 

Mutual Security Age ney. na 


! Total sup- 
Bureau or office and appropriation title ima- |Equipment) Pues, mae 


Civilian: 
Veterans” Administration, Administration, Medical, Hospital, 
and Domiciliary 
Department of Commerce, M: iritime Activities, Ship Construc- 
tion ‘ 
Post Office, Postal Operati: ms 
Treasury Dey martment, Coast Gu ard, Operating E xpenses. 
Interior Department, Bonneville Power Adi nin., Construction 
Interior, Bureau of Reclamation, Construction... - 
Department of the Army, Corps of Engineers: 
Rivers and Harbors and Flood enw Maintenance and 
Inspection 
Mississipp i River and Tributaries____ 
Government Relief, Occupied Areas 
Treasury Department, Bure 10 of Printing and Engraving 
General Services Adminis stration, Operating Expenses. 3 
Interior, Bureau of Indian Affairs, Health, Education and Wel- 
fare Services 
Commerce, Civil Aeronautics Administration, Salaries and Ex- 
penses 
Corps of Engineers, Flood Control, General 
Commerce, Civil Aeronautics Administration, Establishmen 
of Air Navigation Facilities_-. 


1 Not available. 


Analysis and statistics prepared by the Legislative Reference Serivce, Library of Congress, at the instance 
and under the direction of the House Small Business Committee. (‘ 3 25, 26, 27 


nd 29). 


COMPOSITION OF GOVERNMENT PROCUREMENT 


Within the Department of Defense, purchases of materials, sup- 
plies, and equipment amount to at least 60 percent of all obligations. 
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The largest procurement item is Aircraft and Related Procurement of 
the Air Force, amounting to about $11 billion. Four other programs 
amount to more than a billion dollars each. These include Procure- 
ment and Production, Army; and Major Procurement Except Air- 
craft, Air Foree—both of which are purchases of ammunition, weapons, 
electronic equipment, vehicles; Maintenance and Operation, Air Force, 
and Maintenance and Operation, Army—both of which include the 
supply distribution departments. Another half dozen accounts range 
from $160 milion to nearly $1 billion each for the vear 1953. 

The largest of the civilian accounts are defense-related. These are 
Veterans’ Administration, Maritime Ship Construction, and Coast 
Guard. Other large civilian accounts are construction items— 
reclamation, rivers and harbors and flood control; or essential business 
operations—post office and currency and bond printing. Among the 
civilian departments and offices, a dozen appropriation accounts 
which are summarized in Table 30 make up 57 percent of the direct 
obligations of materials, supplies, and equipment. The remaining 
two-fifths of purchases of these objects include a very large number of 
appropriation accounts. 

Tables 27 and 29 list the principal civilian departments and the 
offices within those departments and the particular appropriations 
within those offices, which account for a major part of the Govern- 
ment’s civilian purchases of materials, supplies, and equipment. 
The objects procured are quite varied. A suggestion of the range 
of objects may be found in the fact that stock catalogs of the GSA 
are expected to include a million and a half separate items. A more 
general indication of civilian items will be found in the following 
selection of data concerning public contracts entered into in the week 
of July 9, 1952. 


TABLE 30.—WSelected public contracts, week ending July 9, 1952 


Agency or department Object Value 

Veterans’ Administration Overcoats 389, 000 
Suits 39, 000 

Trousers 11, 000 

W heel chairs 36, 000 

Washing machines 15, 000 

Lumber 12, 000 

Glass 22 000 

Stone and ballast 113, 000 

Fabricated steel 90, 000 

Switches 20, 000 

Insulating unit 13, 000 

Batteries 49, 000 

Transformers 97, 000 

Circuit breakers 68, 000 

Federal Security Agency - -- sane Laboratory glassware. _- 50, 000 
X-ray equipment 24, 000 

General Services Administration - -_- Lumber 43, 000 
Furniture 836, 000 

Kraft paper 16, 000 

File folders 64, 000 

Office furniture 103, 000 

Steel desks 11, 000 

| File sections 27, 000 

| Metal partitions 31, 000 

Air-conditioning equipment 16, 000 

Floor-scrubbing equipment 16, 000 

| Coal 413, 000 

Paper towels 28, 000 

Automobiles. ._- 392, 000 

| Trucks ; ame " 429, 000 

| Locomotive parts. ..___- 32, 000 


Source: Prepared by the Legislative Referenee Service, Library of Congress, at the instance and under the 
direction of the House Small Business Committee. 
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STATUTORY AND EXECUTIVE EXPRESSIONS OF POLICY IN RESPECT 
TO THE UTILIZATION OF SMALL BUSINESS FACILITIES 


Statistics showing the nature and volume of Government procure- 
ment have indicated the need of specific legislation to establish a 
national policy in respect to the greater utilization of small-business 
facilities. The total appropriation for fiscal 1952 was $93 billion and 
$79.1 billion for fiscal 1953, a grand total of $172.1 billion. Sixty 
percent of military appropriations is spent for equipment, materi: als, 
and supplies. An even higher percentage of civilian appropriations 
is spent for the same objects. This means that during 1952 and 1953, 
the Federal Government has spent and will spend a total of at least 
$103.26 billion for purchases of equipment, materials and supplies. 
As will be shown later, small business does not receive a fair and 
substantial portion of this large volume of procurement. , 


PROCUREMENT LEGISLATION 


During World War II, Congress became acutely aware of the 
increasing problems of sms all business which suffered many casualties 
in an economy geared to total warfare. From 1941 to 1943, there 
were 1,394,300 business discontinuances, an average of 464,700 
per year. The number of operating business enterprises in industry 
and trade was reduced during these years by about one-sixth. After 
the end of World War II, there was widespread fear that small 
business was being crowded out in an unequal struggle to survive. 
Members of Congress became more concerned with the future of small 
business. They realized the necessity of modifying existing economic 
and legislative policy and practices to assure that small concerns would 
have a reasonable chance to play a more important role in postwar 
competition. The Government expressed its concern for the survival 
and welfare of small business by incorporating small-business pro- 
visions in every basic procurement statute. enacted since the end 
of World War Ll. These special provisions clearly establish a definitive 
policy with respect to the increased utilization of small-business 
facilities in defense and civilian production. 


THE ARMED SERVICES PROCUREMENT ACT OF 1947 


The bulk of military procurement is carried on under the authority 
of the Armed Services Procurement Act of 1947 (Public Law 413, 80th 
Cong.). Section 2 (b) states the basic policy: 

It is the declared policy of the Congress that a fair proportion of the total 
purchases and contracts for supplies and services for the Government shall be 
placed with small-business concerns. 

This subsection also provides for advance publicity of at least 15 
days on contracts or purchases by negotiation and without advertis- 
ing in excess of $10,000. Subsection (c) of Section 2 provides that 
all purchases and contracts for supplies shall be made by advertising 
except those which the agency head may negotiate on the basis of 
one or more of 17 specific reasons. The first reason is in effect 
blanket authority to negotiate if— 


determined to be necessary in the public interest during the period of a national 
emergency declared by the President or by the Congress. 
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Paragraph (16) of subsection (c) further provides that negotiation 
may be used to keep available— 


any plant, mine, or facility or any producer, manufacturer, or other supplier for 
furnishing supplies or services in the event of a national emergency, or that the 
interest of industrial mobilization in case of such emergency . . . are otherwise 
subserved. 


Subsection 3 (a) provides that— 


the advertisement for bids shall be a sufficient time previous to the purchase or 
contract and specifications and invitations for bids shall permit such full and free 
competition as is consistent with the procurement of types of supplies and services 
necessary to meet the requirements of the agency concerned. 


THE SELECTIVE SERVICE ACT OF 1948 


Section 18, (a) of the Selective Service Act of 1948 (Public Law 759, 
80th Cong.) authorizes the President after consultation with the 
National Security Resources Board to obtain prompt delivery of 
articles and materials for the use of the Armed Forces and Atomic 
Energy Commission, through the head of any Government agency, 
by placing orders with persons operating any plant, mine, or other 
facility capable of producing such materials in quantities desired. 
A statement of policy on the utilization of small business and a 
precise definition of small business are included in the section: 

Under any such program of national procurement, the President shall recognize 
the valid claim of American small business to participate in such contracts, in 
such manufactures, and in such distribution of materials, and small business 
shall be granted a fair share of the orders placed, exclusively for the use of the 
armed forces or for other Federal agencies now or hereafter designated in this 
section. 

A firm is considered small business if (1) its position in the trade or industry 
of which it is a part is not dominant, (2) the number of its employees does not 
exceed 500, and (3) it is independently owned and operated. 


THE FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT OF 1949 


The Federal Property and Administrative Services Act of 1949 
(Public Laws 152 and 754, 81st Cong.), as amended, declares it to be 
the policy of Congress that a fair share of the total purchases and 
contracts for the supplies and services for the Government shall be 
placed with small-business concerns. Both this Act and Section 3709, 
Revised Statutes, as amended, require that contracts and pure hases 
shall be made by advertising except under specified circumstances. 
The President, in a letter dated June 30, 1949, requested the Admin- 
istrator of the General Services Administration to report on the total 
value and proportion of contracts negotiated in each civilian executive 
agency under individual exceptions to competitive bidding and the 
total value and the proportion placed with small-business firms. 
Provisions of this Act apply mainly to the purchase of supplies for 
civilian agencies, although GSA purchases many items for the Coast 
Guard, the National Advisory Committee for Aeronautics, the Depart- 
ment of Defense, and the stockpiles of certain essential materials. 


Th - } eT het 
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THE FOREIGN ASSISTANCE ACT OF 1948 


The Foreign Assistance Act of 1948 (Public Law 472, 80th Cong.) 
created the Economic Cooperation Administration, the name of which 
was changed to the Mutual Security Agency by Public Law 165, 
Eighty-second Congress. This agency does no direct buying but pro- 
vides the means of financing purchases made by participating coun- 
tries. The Federal Supply “Service of GSA makes purchases in the 
United States and elsewhere upon request of the Mutual Security 
Agency. 

Less than a year after Congress passed the bill to establish the ECA, 
this committee found it necessary to insist that small business be 
insured a fair share of ECA-financed business under the then existing 
provisions of the Act. ECA took the position that it did not have 
statutory authority to impose regulations to assure small business a 
fair and substantial share of participation in ECA-financed purchases. 
An amendment to the Act was introduced on April 11, 1949, providing 
that the Administrator prescribe such regulations as would insure to 
small business a fair and substantial share of the production and busi- 
ness resulting from such procurement. The amendment also included 
the definition of small business formerly incorporated, at the insistence 
of this committee, in Section 18 (a) of the Selective Service Act of 
1948. Another amendment providing for the appointment of a 
Special Assistant to the Administrator in Charge of Small Business 
Liaison was introduced. As reported out of conference and passed 
by the Congress, Subsection (1) of Section 112 added the following 
new provisions: 


Insofar as practicable and to the maximum extent consistent with the accomp- 
lishment of the purposes of this title, the Administrator shall assist American 
small business to participate equitably in the furnishing of commodities and 
services financed with funds authorized under this title by making available to 
suppliers in the United States, and particularly to small independent enterprises, 
information, as far in advance as possible, with respect to purchasing proposed 
to be financed with funds authorized under this title and by making available or 
causing to be made available to prospective purchasers in the participating 
countries information as to commodities and services produced by small inde- 
pendent enterprises in the United States, and by otherwise helping to give small 
business an opportunity to participate in the furnishing of commodities and 
services financed with funds authorized under this title. 


THE APPROPRIATION ACT OF 1950 


The Appropriation Act of 1950 (Public Law 434, 8ist Cong.), 
making appropriations for the National Security Council, the National 
Security Resources Board, and the military functions administered 
by the National Military Establishment for the fiscal year ending 
June 30, 1951, contained in Section 632 (a) small-business provisions 
basically similar to those in the ECA Act, as amended. The only 
differences are in language to make the provisions applicable to the 
Secretary of Defense ‘and the purchasing and contracting agencies of 
the National Military Establishment. The Appropriation Act con- 
tains provisions similar to those in Section 112 (i) (2) of the ECA 
Act and Section 632 (b) of the Military Appropriations Act of 1950 
requiring the Administrator of ECA and the Secretary of Defense 
to appoint a special assistant to advise and assist them in carrying 
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out the small-business provisions and to transmit to the Congress 
reports of all activities to assist small business. 


THE DEFENSE PRODUCTION ACT OF 1950 


The Korean conflict moved the President to request the Congress 
to enact special legislation providing for measures to meet the national 
emergency. The Defense Production Act of 1950 (Public Law 774, 
8ist Cong.) was adopted by the Congress and sani by the Presi- 
dent on September 8, 1950. The following specific small-business 
provisions were included in the Act: 

Sec. 701. (a) It is the sense of the Congress that small-business enterprises be 
encouraged to make the greatest possible contribution toward achieving the 
objectives of this Act. 

(b) In order to carry out this poliey— 

(i) the President shall provide small-business enterprises with full infor- 
mation concerning the provisions of this Act relating to, or of benefit to, 
such enterprises and concerning the activities of the various departments 
and agencies under this Act; 

(ii) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula- 
tions, or orders, or amendment thereto issued under authority of this Act, 
and in their formation there shall be fair representation for independent 
small, for medium, and for large business enterprises, for different geograph- 
ical areas, for trade association members and nonmembers, and for different 
segments of the industry; 

(iii) in administering this Act, such exemptions shall provide for small- 
business enterprises as may be feasible without impeding the accomplishment 
of the objectives of this Act; and 

(iv) in administering this Act, special provision shall be made for the 
expeditious handling of all requests, applications, or appeals from small- 
business enterprises. 

Section 708 (e) of the Defense Production Act directed the Attorney 
General to make, or request the Federal Trade Commission to make 
for him, surveys for the purpose of determining any factors which 
may tend to eliminate competition, create or strengthen monopolies, 
injure small business, or otherwise promote undue concentration of 
economic power in the course of the administration of the Act. The 
Attorney General was directed to submit to the Congress and the 
President within ninety days after the approval of the Act, and at such 
times thereafter as he deems desirable, reports setting forth the results 
of such surveys and including such recommendations as he may deem 
desirable. 

Pursuant to this provision the Attorney General submitted his first 
report to the President and Congress December 7, 1950, recommend- 
ing that (1) contracts be awarded on the basis of competitive bids 
with negotiated bids held to an absolute minimum; (2) contracts be 
broken down into small lots; (3) specifications be simplified, standard- 
ized, and not be drawn in such terms as to favor any particular 
company; and (4) other factors being equal prime contracts be awarded 
to bidders who would agree to sublet a greater share to small-business 
concerns. 

Because of the inadequacy of the small-business provisions in 
Section 701 (a) and (b) of the Defense Production Act of 1950, a bill 
to create a Small Defense Plants Corporation was introduced in the 
House and Senate on January 17, 1951. This separate bill was not 
passed but its provisions were incorporated as Section 714 of the 
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Defense Production Act of 1950, as amended, and approved on July 
31,1951. Subsection (a) (1) of Section 714 created the Small Defense 
Plants Administration as an independent agency and other subsections 
of Subsection (1) provided for the organization and management of 
the Administration. The remaining subsections may be considered a 
basic small-business procurement law. A complete analysis of the 
provisions of Section 714 are included in Chapter VII of this study. 


PRESIDENTIAL DIRECTIVES 


On September 9, 1950, one day after the adoption of the Defense 
Production Act, the President issued Executive Order 10161, delegat- 
ing specific functions to the executive agencies of the Government. 
The order created new and independent agencies to perform other 
functions during the period of national emergency. On September 30, 
1950, the President issued a directive to the delegate agencies recalling 
his State of the Union Message in 1947, in which he reminded the 
agencies of the long-standing tendency toward economic concentration 
accelerated during the last war. 

Partial mobilization— 
he said— 


in the absence of protective measures, may again expose our economy to this 
threat and thereby imperil the very system we are seeking to protect. 

He pointed out the numerous provisions of the Defense Production 
Act in which Congress indicated its concern over the danger to free 
competitive enterprise. The President directed the executive agen- 
cies to follow a definite procedure in performing their function: 

In order that this danger may be minimized, it is requested that, in performing 
those functions delegated to or vested in you by Executive Order 10161, vou con- 
sult with the Attorney General and the Chairman of the Federal Trade Com- 
mission for the purpose of determining and, to the extent consistent with the 
principal objectives of the Act and without impairing the defense effort, of elimi- 
nating any factors which may tend to suppress competition unduly, create or 
strengthen monopolies, injure small business, or otherwise promote undue con- 
centration of economic power. 

I am requesting the Attorney General and the Chairman of the Federal Trade 
Commission to consult with you as the occasion requires and to report to me from 
time to time concerning the progress that is being made in carrying out this policy. 

Executive Order 10161 and the recommendations of the Attorney 
General did not arrest the trend toward concentration. The general 
pattern of channeling a high percentage of the dollar value of defense 
contracts to a relatively few large producers, as established in World 
War I], is being followed today. Sixty-six and two-thirds percent of 
the prime war supply contracts were awarded to the 100 largest cor- 
porations from 1940 to 1944. More than 51 percent of the total prime 
contracts went to the top 33 corporations. The records of 252 of the 
largest corporations, which received the bulk of World War II prime 
contracts, show that these companies subcontracted only 34 percent of 
the dollar value of their prime contracts and that three-fourths of the 
value of the subcontracts went to firms with over 500 workers. 

From July 1950 through December 1951, the 100 largest companies 
and corporate groups received 59.9 percent of the dollar value of prime 
contracts awarded in the continental United States. The first of 
these companies received $2,907,200,000 or 6.6 percent; the first 10 
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out the small-business provisions and to transmit to the Congress 
reports of all activities to assist small business. 


THE DEFENSE PRODUCTION ACT OF 1950 


The Korean conflict moved the President to request the Congress 
to enact special legislation providing for measures to meet the national 
emergency. ‘The Defense Production Act of 1950 (Public Law 774, 
8lst Cong.) was adopted by the Congress and approved by the Presi- 
dent on September 8, 1950. The following specific small-business 
provisions were included in the Act: 

Sec. 701. (a) It is the sense of the Congress that small-business enterprises be 
encouraged to make the greatest possible contribution toward achieving the 
objectives of this Act. 

(b) In order to carry out this poliey— 

(i) the President shall provide small-business enterprises with full infor- 
mation concerning the provisions of this Act relating to, or of benefit to, 
such enterprises and concerning the activities of the various departments 
and agencies under this Act; 

(ii) sueh business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula- 
tions, or orders, or amendment thereto issued under authority of this Act, 
and in their formation there shall be fair representation for independent 
small, for medium, and for large business enterprises, for different geograph- 
ical areas, for trade association members and nonmembers, and for different 
segments of the industry; 

(iii) in administering this Act, such exemptions shall provide for small- 
business enterprises as may be feasible without impeding the accomplishment 
of the objectives of this Act; and 

(iv) in administering this Act, special provision shall be made for the 
expeditious handling of all requests, applications, or appeals from small- 
business enterprises. 

Section 708 (e) of the Defense Production Act directed the Attorney 
General to make, or request the Federal Trade Commission to make 
for him, surveys for the purpose of determining any factors which 
may tend to eliminate competition, create or strengthen monopolies, 
injure small business, or otherwise promote undue concentration of 
economic power in the course of the administration of the Act. The 
Attorney General was directed to submit to the Congress and the 
President within ninety days after the approval of the Act, and at such 
times thereafter as he deems desirable, reports setting forth the results 
of such surveys and including such recommendations as he may deem 
desirable. 

Pursuant to this provision the Attorney General submitted his first 
report to the President and Congress December 7, 1950, recommend- 
ing that (1) contracts be awarded on the basis of competitive bids 
with negotiated bids held to an absolute minimum; (2) contracts be 
broken down into small lots; (3) specifications be simplified, standard- 
ized, and not be drawn in such terms as to favor any particular 
company; and (4) other factors being equal prime contracts be awarded 
to bidders who would agree to sublet a greater share to small-business 
concerns. 

Because of the inadequacy of the small-business provisions in 
Section 701 (a) and (b) of the Defense Production Act of 1959, a bill 
to create a Small Defense Plants Corporation was introduced in the 
House and Senate on January 17, 1951. This separate bill was not 
passed but its provisions were incorporated as Section 714 of the 
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Defense Production Act of 1950, as amended, and approved on July 
31,1951. Subsection (a) (1) of Section 714 created the Small Defense 
Plants Administration as an independent agency and other subsections 
of Subsection (1) provided for the organization and management of 
the Administration. The remaining subsections may be considered a 
basic small-business procurement law. A complete analysis of the 
provisions of Section 714 are included in Chapter VII of this study. 


PRESIDENTIAL DIRECTIVES 


On September 9, 1950, one day after the adoption of the Defense 
Production Act, the President issued Executive Order 10161 , delegat- 
ing specific functions to the executive agencies of the Government. 
The order created new and independent agencies to perform other 
functions during the period of national emergency. On September 30, 
1950, the President issued a directive to the delegate agencies recalling 
his State of the Union Message in 1947, in which he reminded the 
agencies of the long-standing tendency toward economic concentration 
accelerated during the last war. 

Partial mobilization— 
he said— 


in the absence of protective measures, may again expose our economy to this 
threat and thereby imperil the very system we are seeking to protect. 

He pointed out the numerous provisions of the Defense Production 
Act in which Congress indicated its concern over the danger to free 
competitive enterprise. The President directed the executive agen- 
cies to follow a definite procedure in performing their function: 

In order that this danger may be minimized, it is requested that, in performing 
those functions delegated to or vested in you by Executive Order 10161, vou con- 
sult — the Attorney General and the Chairman of the Federal Trade Com- 
mission for the purpose of determining and, to the extent consistent with the 
principal objectives of the Act and without impairing the defense effort, of elimi- 
nating any factors which may tend to suppress competition unduly, create or 
strengthen monopolies, injure small business, or otherwise promote undue con- 
centration of economic power. 

I am requesting the Attorney General and the Chairman of the Federal Trade 
Commission to consult with you as the occasion requires and to report to me from 
time to time concerning the progress that is being made in carrying out this policy. 

Executive Order 10161 and the recommendations of the Attorney 
General did not arrest the trend toward concentration. The general 
pattern of channeling a high percentage of the dollar value of defense 
contracts to a relatively few large producers, as established in World 
War I], is being followed today. Sixty-six and two-thirds percent of 
the prime war supply contracts were awarded to the 100 largest cor- 
porations from 1940 to 1944. More than 51 percent of the total prime 
contracts went to the top 33 corporations. The records of 252 of the 
largest corporations, which received the bulk of World War II prime 
contracts, show that these companies subcontracted only 34 percent of 
the dollar value of their prime contracts and that three-fourths of the 
value of the subcontracts went to firms with over 500 workers. 

From July 1950 through December 1951, the 100 largest companies 
and corporate groups received 59.9 percent of the dollar value of prime 
contracts awarded in the continental United States. The first of 
these companies received $2,907,200,000 or 6.6 percent; the first 10 
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received $12,131,100,000 or 27.6 percent of the total $26,339,300, 000 
(59.9 percent) awarded to all 100 largest companies; the first 25 re- 
ceived 42.9 percent and the first 50 received 52.2 percent. More than 
46 percent of the dollar value of contracts went to the top 33 com- 
panies. Indications are that the percentage is higher at the present 
time. The only way to resist this high tide of accelerating concentra- 
tion is to more effectively execute existing statutory provisions in 
procurement laws. ‘This is the job of all officials of procurement 
agencies who are charged with the responsibilities of making policy 
and executing procurement programs. 


ADMINISTRATIVE POLICY AND PROGRAMS OF PROCUREMENT 
AGENCIES 


The expressions of Congress and the President in respect to the 
utilization of small business in procurement have established a 
“declared policy” that a fair proportion of the total purchases and 
contracts for supplies and services for the Government shall be placed 
with small-business concerns. The purpose of this section is to review 
the administrative policies and programs of procurement agencies 
which have been initiated to carry out the overall policy of the legis- 
lative and executive branches of the Government. Serious thought 
and considerable effort have been devoted to the formulation and 
operation of these agency policies and programs. It is recognized 
that some of the special programs have not been in operation long 
enough to produce as favorable results as may be possible during the 
present fiscal year and succeeding years. Nevertheless, it is important 
at this time to make an evaluation of the programs. The measure 


of the success or failure of the programs in achieving factual results 
will be discussed in a later section of this chapter. 


DEPARTMENT OF DEFENSE 


The basic procurement policy for all military departments is made 
by the chief officials of the Department of Defense in accordance with 
Congressional mandates in procurement statutes and Presidential 
directives. 

On November 17, 1950, the Deputy Secretary of Defense issued a 
memorandum designating the Chairman of the Munitions Board as 
his advisor on small business to assist him in assuring that American 
small business participates equitably in the furnishing of commodities 
and services financed with funds appropriated under the general 
Appropriation Act of 1951 (Public Law 759, 81st Cong.) and in per- 
forming those functions prescribed in Section 623 of that Act. The 
Chairman of the Munitions Board was instructed to assure that (1) 
information with respect to proposed purchases be made available as 
far in advance as possible to suppliers, particularly to small inde- 
pendent enterprises; (2) information as to commodities and services 
produced and furnished by small enterprises be made available to 
purchasing and contracting agencies; and (3) all other actions be 
taken to give small business an opportunity to participate in furnish- 
ing commodities and services for the Department of Defense. 

On December 18, 1950, the Secretary of Defense issued a memo- 
randum to the Secretaries of the Army, Navy, and Air Force on 
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“Broadening the Industrial Base of Procurement Programs.’ He 
reminded them that the President’s Declaration of a National Emer- 
gency authorized the negotiation of purchases and contracts pursuant 
to the authority contained in Section 2 (c) (1) of the Armed Services 
Procurement Act of 1947. For the purpose of accelerating procure- 
ment the Secretary directed that contracts be spread across industry 
as widely as possible in order to broaden the industrial base of the 
procurement program. “Broadening the base will require wider use 
of negotiation,” he said. The Secretary’s directive instructed the 
military departments to pay particular attention to 

(1) The greatest possible integration of current procurement 
contracts with the industrial mobilization program and the 
accepted schedules of production; 

(2) The equitable distribution of procurement contracts among 
the maximum number of competent suppliers so as to avoid the 
concentration of contracts with a few leading suppliers unless the 
necessity therefor is clear; 

(3) The utilization of existing open industrial capacity to the 
maximum before authorizing the expansion of facilities; 

(4) Fullest possible use of small business economy; 

(5) Utilization in negotiation of competition and multiple 
awards, whenever possible; 

(6) Aggressive encouragement or requirements of subcon- 
tracting by prime contractors; 

(7) Careful attention to the caliber of personnel engaged in 
the negotiation of contracts. 


MUNITIONS BOARD POLICY 


The National Security Act of 1947 (Public Law 253, 80th Cong.) 
provided for the establishment of the National Military Establishment 
with the Secretary of Defense as executive head. In its declaration 
of policy the Act expressed the intent of Congress to provide for the 
establishment of integrated policies and procedures for the depart- 
ments, agencies, and functions of the Government relating to national 
security. Although it provided for three military departments for 
the operation and administration of the Army, the Navy, and the Air 
Force, it also provided for their coordination, and unified direction 
under civilian control, and for their operation under unified control. 

Section 213 of the Act terminated the Joint Army-Navy Munitions 
Board and established a new Munitions Board, composed of a Chair- 
man as head, and an Under Secretary or Assistant Secretary from each 
of the three military departments, designated by the Secretaries of 
their respective departments, as members. The Act provided for 
the appointment of the Chairman from civilian life by the President, 
by and with the advice of the Senate. Under the direction of the 
Secretary of Defense and in support of strategic and logistic plans 
prepared by the Joint Chiefs of Staff, the Board was authorized to 
coordinate activities with regard to industrial matters, including 
procurement, production, and distribution plans of the Department 
of Defense; to plan for the military aspects of industrial mobilization; 
to assign procurement responsibilities among the military departments 
and planning for standardization of specifications and for the alloca- 
tion of purchase authority of technical equipment and common-use 
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items on the basis of single procurement; and to make recommenda- 
tions to regroup, combine, or dissolve existing inter-service agencies 
in the fields of procurement, production, and distribution in such 
manner as to promote efficiency and economy. 

At first glance these broad provisions seem to confer on the Muni- 
tions Board adequate control over procurement policies and planning. 
The basic question, however, was whether the Board had sufficient 
authority to perform these functions or whether it merely coordinated 
activities. If the Board had only coordinating power, procurement 
activities Would continue to be exercised independently by the military 
departments. No doubt this situation explains why the specific 
provisions of the basic procurement laws to broaden the industrial 
base and to utilize the facilities of small-business concerns in defense 
production have not been successfully executed. 

The National Security Act Amendments of 1949 (Public Law 216, 
Sist Cong.) clarified the fact that the Board is an agency of the 
Department of Defense and that its function is to assist the Secretary 
in performing the duties for which he has been made responsible. 
Authority of Munitions Board Increased 

The intent of procurement law is to grant sufficient authority to 
the Secretary of Defense and the Munitions Board to enable them to 
insure that the procurement officials of the three branches of the 
armed services shall use adequate procedures, methods, and processes 
to effectively execute procurement policy. The recent request of the 
Chairman of the Munitions Board for increased authority from 
the Secretary of Defense is evidence of his sincere desire to take a 
more aggressive role in procurement planning and military supply 
management. 

The basic procurement policy of the military departments is put 
into operation by the Armed Services Procurement Regulations. 
These regulations are compiled by the ASPR Committee created by 
the Munitions Board and serve as instructions to all procurement 
officials and contracting officers. Originally, these regulations were 
made by a Policy Council composed of representatives of the three 
military departments. In 1949 the Secretary of Defense appointed 
a management committee to recommend changes in the organization 
of the Munitions Board. One of the recommendations of this man- 
agement committee was the abolition of the Policy Council, which 
was replaced by the ASPR Committee. It is very important that the 
Munitions Board, which is held responsible for making policy to carry 
out provisions of procurement law and for effective execution by 
procurement officials, have authority to make final decisions and 
regulations to be followed by contracting officers in making purchases 
or ae. 

\ directive issued by the Department of Defense on March 22, 1952, 
gave the Chairman of the Board official status and the power of de- 
cision on procurement as well as other matters. To effectuate this 
policy the Secretary issued a new Munitions Board Charter under date 
of July 29, 1952, in order more fully to define the authority and duties 
of the Munitions Board, and to define the relationship of the Board 
with the military departments and other agencies of the Department of 
Defense, and more fully to define the authority and duties of the Chair- 
man of the Board. Subject only to the authority of the Secretary of 
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Defense, the Chairman is granted the power of decision on all matters 
falling within the jurisdiction of the Board. He is made the principal 
advisor and assistant to the Secretary on industrial matters, and has 
the authority to make recommendations for improvement in supply 
management and to see that such recommendations are put into effects 
The directive grants the Munitions Board authority— 

to insure effective implementation of Department of Defense policies, plans and 
programs established by the Board, and take all action necessary to insure that 


the procedures, methods and practices of the military departments are in com- 
pliance therewith. 


Results of Increased Authority Expected 


It is hoped that the Munitions Board will exercise its increased 
power so that small business will receive an increased proportion of 
defense production contracts. Many comprehensive statements of 
policy, directives, and departmental programs have been announced 
but much needs to be done in the field of actual procurement opera- 
tions. The small-business share of the enormous portion of the 
market for manufactured goods has been dwindling steadily. The 
procedures outlined by Congress to check this disastrous trend can 
and will prove effective if procurement agencies will use the methods 
authorized by law. As the top policy pe and monitor of all 
purchasing activities of the Department of Defense, the Munitions 
Board is now in position to demand that execution of the small- 
business policies and programs show more tangible results in contracts 
awarded to small concerns. A more accurate overall inventory of 
productive facilities and more careful planning of production are 
necessary before small producers will receive an equitable share of 
contracts. Procurement officials and contracting officers of the 
services should be directed to use uniform procedures and methods 
set up by the Board instead of their own eround rules. 

When the small-business policy was first announced on April 5 
1951, this committee expected to see the percentage of small- apilienan 
participation in procurement increase instead of decrease. This policy 
statement provided for a review of the Production Allocation Program 
to determine items which can be produced from a broad number of 
sources and from various classifications of industry and a review of 
military requirements and procurement methods to assist small 
business and broaden the base of suppliers. Thestatement encouraged 
subcontracting by providing for the examination of negotiated pur- 
chases to determine the extent that subcontracting would be considered 
as a factor in the negotiation and pricing of prime contracts. Pay- 
ment of justifiable price differentials in negotiated procurements was 
authorized and the appointment of small-business specialists in 
procurement offices was required. A broad publicity program covering 
purchasing methods and practices, aids to small business, the number 
and dollar amounts of prime contracts awarded to small business, and 
the desirability and extent of subcontracting was included in the 
policy statement. Since the Munitions Board now has actual powers 
of enforcement, promises should be converted into figures which will 
show a substantial increase in the small-business share of procurement 
dollars. 

On May 5, 1951, the Executive Vice Chairman of the Munitions 
Board sent a memorandum to the Secretaries of the three Depart- 
ments requesting that, in view of the Defense Procurement Policy 
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dated April 5, 1951, the Production Allocation Program be reviewed 
for the purpose of determining those items which can be procured 
from a broad number of sources and from various classifications of 
industry. The Executive Vice Chairman enclosed a statement of 
reiteration or a further development of Munitions Board policies and 
recommended consultation with small-business specialists regarding 
the ability and feasibility of utilizing small-business facilities in 
mobilization planning, compiling lists of unused sources, division of 
requirements into small lots to eliminate concentration, and placing 
schedules in small facilities where maximum use of manpower, skills, 
and equipment may be realized. 

On November 13, 1951, the Acting Chairman of the Munitions 
Board sent another memorandum to the Secretaries on ‘“‘Participation 
of Small Business in the Production Allocation Program.” It was 
again recommended that specific aids to small business be applied 
continuously to the greatest extent possible consistent with attain- 
ment of the overall purposes of the Program. ‘These recommenda- 
tions were: (1) an analysis of each item of material to determine 
whether it best can be planned and produced by small business to 
meet price, delivery, quality, and quantity requirements, and break- 
ing requirements into small lots to effectively broaden the base and 
eliminate industry concentrations; (2) making one factor, in the 
selection of the required large size facilities, the intent of the firms 
to utilize the greatest amount of small business capacity to sub- 
contracting components production; (3) instructions to small-business 
specialists in their respective areas to recommend small-business 
facilities to produce items required; (4) multiple production schedules 
placed to the greatest extent possible, designating as many facilities 
as practicable for each item to be scheduled, and the division of 
requirements into small lots to spread industry participation; and 
(5) geographical dispersion of planned facilities for prime contractors 
as well as subcontractors as widely as is consistent with transpor- 
tation facilities, raw materials, manpower sources and delivered costs. 


Special Directives 


In addition to these programs, the Munitions Board has issued 

three directives under the title of “Supply Management.”” The first 
directive, issued September 10, 1951, provided for coordination of 
joint contractor-subcontractor industrial exhibits and procurement 
displays on a planned basis f -r the purpose of— 
aiding small business in a realistic manner, broadening the base, or other purposes 
of vital interest to the Department of Defense Procurement Program. 
The Director of the Office of Small Business of the Munitions Board is 
chairman of a policy group, comprising the small-business representa- 
tives of the three military departments. This policy group acts on 
recommendations for exhibits and collaborates with the Department 
of Defense in planning for exhibits. 

A second directive, dated September 15, relates to dissemination of 
procurement information on all unclassified, negotiated and advertised 
procurements exceeding $10,000. This directive excepted research 
and development projects not susceptible of accomplishment by small 
business; procurements for studies and surveys; major items of equip- 
ment such as tanks, engines, airframes, ships, when it can be demon- 
strated that the item can only be manufactured by large firms; other 
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items which small-business firms could not supply because of patent 
rights, copyrights, or secret processes; and purchases which must be 
made too quickly to permit prospective bidders dependent on the 
synopses for information to obtain invitations. The directive con- 
tained positive provisions for assistance to sma]l business: (1) inclu- 
sion of quantities and a minimum general description of the item to 
be procured, also when appropriate, commonly used names of supply 
items and basic materials from which fabricated; (2) transmission of 
synopses to the Department of Commerce by all principal and field 
offices; (3) requiring the principal small-business specialist in the 
office of each purchasing activity to screen all proposed procuréments 
and take necessary action to see that all procurements coming within 
this policy are publicized in the Synopsis of Proposed Procurements; 
and (4) maintenance at each purchasing office of a reasonable number 
of copies of each Letter of Proposal, Request for Proposal, and Specifi- 
cations, for supplying requests of prospective bidders. 


SMALL BUSINESS SPECIALISTS 


As previously noted the most interesting and helpful small-business 
program of the Department of Defense was initiated on April 5, 1951, 
and made a procedural part of the Defense Procurement Policy issued 
by the Munitions Board on the same date. The program was an- 
nounced in Fact Sheet No. 64-518, under the caption “Establish 
Small Business Target Objectives and Appointment of Small Business 
Specialists in Each Procurement Office to Increase Small Business 
Participation.” The purpose of the program was to effectuate more 
positive aid to small business and thereby insure a broader industrial 
base for subsequent procurement by appointing small-business spe- 
cialists in each procurement office of the military departments. The 
specialists are expected to devote their efforts exclusively to assisting 
small-business concerns in connection with military procurement. 
The power of appointment of specialists is not delegated below the 
level of the heads of procurement activities. The Department of 
Defense directed that the position of small-business specialists be 
filled by personnel of the highest caliber, with extensive experience 
in industry and preferably small businesses. 

The program defines 16 specific duties for. - specialists to perform 
in contract negotiation or administration in procurement offices to 
which they are assigned. They are direc ted to serve as a focal point 
for small-business concerns in making an inventory of the productive 
facilities of small businesses for agencies that need data concerning 
facilities and capabilities; to discover small-business sources for 
current and anticipated requirements; to screen prospective procure- 
ments to determine which are susceptible of accomplishment by small 
business; to make recommendations with respect to the competency, 
capacity, and credit of small businesses and the issuance of certificates 
of necessity, priorities and allocation ratings, and furnishing of Gov- 
ernment equipment to small concerns. They may certify to con- 
tracting officers business enterprises designated as small-business 
concerns, sit in meetings of Boards of Contract Awards, assist small 
firms on problems arising during the performance of contracts, make 
recommendations with respect to practices of subcontracting by prime 
contractors, recommend target objectives with reference to the per- 











144 REVIEW OF SMALL BUSINESS 


centage amount of dollars which should be awarded to small-business 
concerns, and review procurement operations periodically for the 
purpose of recommending changes or the formulation of new policies 
to increase the amount.of small-business participation. 

Failure to Execute Policy 

The record of activities of the small-business specialists indicates 
that they have been helpful in many ways to small businesses. They 
have reviewed thousands of procurements, interviewed many small 
businessmen in procurement offices, and have furnished guidance to 
small firms with serious problems in the performance of contracts. 
Yet, the percentage participation of small business in defense produc- 
tion has decreased instead of increased. 

An example of failure in aggressive execution of policy is a memo- 
randum of the Military Director for Supply Management of the 
Munitions Board, transmitting the Department of Defense Small 
Business Program to the Secretaries of the Army, Navy, and Air 
Force: 

It is requested that appropriate implementation be made except as indicated 

to the contrary. 
In an enclosed statement on ‘Special Type Contractual Arrange- 
ments’? with regard to prime contracts for component parts and con- 
tracts to assemblers of parts, it is recommended that ‘‘these aids to 
small business may be used where feasible at the discretion of the 
respective departments.’” Small business will never get its fair share 
of contracts if top officials merely request implementation of policies 
and the ‘‘use of discretion’? on the part of procurement officials and 
contracting officers in the departments. 

The over-all administrative policy has been discussed in consider- 
able detail in order to give full credit to the efforts of the Department 
of Defense to plan and initiate small-business programs for the execu- 
tion of policy on all levels of procurement activity. It is also necessary 
to examine the programs of the ey departments, which have 
devoted considerable time and energy to formulating their special 
departmental programs, 

The Army 

The Department of the Army put into operation on April 13, 1951, 
the basic procurement policy of the Department of Defense. Several 
related procedures designed to guarantee more effective participation 
by small business in the Army Procurement Program have been 
initiated since April 13. More than 450 small business specialists 
have been appointed. They were called to Washington in June 1951, 
for a 2-day orientation course on their duties and responsibilities. 
During July and August orientation conferences were held in each of 
the six Army areas. Contracting officers from purchasing offices 
doing over $500,000 worth of procurement annually were asked to 
attend the conferences. During fiscal 1952 these small business 
specialists have interviewed 60,000 small businessmen, added most 
of their names to bidders’ lists, and have furnished guidance to small 
concerns on at least 50,000 individual problems. 

In addition to the Department of the Army orientation conferences, 
the Ordnance Corps, the Chemical Corps, the Quartermaster Corps, 
and other technical services have held conferences in several regions. 
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Fifty-six sample display rooms and information centers have been 
established in principal purchasing offices. Businessmen may examine 
the items being procured by the various technical services and, in 
appropriate cases, samples may be taken home to determine whe ther 
the items can be produced in the small plants. To supplement these 
exhibits the Standards Branch of the Procurement Division, Office of 
the Assistant Chief of Staff, G-4, has prepared packaging exhibits 
which demonstrate packing techniques. 

The Army rec ommended that the synopses of awards be expanded 
to include lists of items and components in short supply for the pur- 
pose of discovering new sources of supply. Soon after the Munitions 
Board Policy was-issued, the Army Audit Agency started a special 
survey on the subcontracting activities of prime contractors. One 
survey of contracts in the amount of $900 million showed that 42 
percent of the procurement dollar was awarded to small business 
through subcontracting. Another survey of 130 Army prime con- 
tractors on the extent of their subcontracting was conducted. Only 

29 prime contractors submitted sufficient information to enable the 
Ar my to make a report. 

The Army has improved bid forms and specifications and has ex- 
tended lead times on production and delivery schedules. One of the 
valuable aids to small firms seeking Ordnance contracts is a booklet 
entitled ‘Small Business Service Branch,” published and distributed 
widely by the Detroit Ordnance District. The booklet contains infor- 
mation on organization and personnel of the small business specialist 
office, a description of the sample display room, and an explanation of 
the inventory file of the production facilities in which current data on 
small-business concerns are made available to procurement officials. 
The Navy 

In April 1952, the Department of the Navy announced a program 
to increase the over-all effectiveness of the implementation of its 
basic small-business policy. Uniform procedures were developed 
under the title of a Small Business-Industry Cooperation Program 
to be used by all field personnel. The Program establishes key 
relationships between the small business specialists and the Chief 
of Naval Matériel, Officers in Charge of Naval Matériel, Heads of 
Procurement Activities, Officers in Charge of Major Field Purchasing 
Activities, Contracting Officers, and Inspectors of Naval Matériel, 
The Navy believes that a clear understanding of these key relation- 
ships is important to the effectiveness and efficiency of the small 
business specialists. 

The Chief of Naval Matériel is responsible for policies and methods 
governing activities of the Navy with respect to procurement, and 
under his supervision the Small Business-Industry Cooperation 
Branch disseminates policies relative to industry cooperation with 
special emphasis on the small-business program; it also serves as a 
focal point for the Navy and other Government agencies on these 
matters and coordinates, in collaboration with the Production Divi- 
sion, action to locate, investigate, and qualify available and unused 
production capacity and assists prime contractors and subcontractors. 

The Chief of the Bureau of Supplies and Accounts is responsible 
for implementing the policies established by the Chief of Naval 
Matériel in executing the Small Business-Industry Cooperation 

26934—53——11 
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Program, and for the appointment of a small-business specialis' 
within the Bureau as his assistant in carrying out these responsibilities. 
The small business specialist coordinates the small-business program 
throughout field purchasing activities, and ascertains that the special- 
ists in the field are adequately indoctrinated with respect to the 
objectives and procedures of the Small Business-Industry Cooperation 
Program and are discharging their responsibilities in a satisfactory 
manner. The Program outlines specific responsibilities for officers in 
charge of field purchasing activities, contracting officers, smal! 
business specialists and inspectors of naval matér iel, with a view to 
the most effective execution of the small-business program. 

Two procedures are used to insure the attainment of the objectives 
of the Small Business-Industry Cooperation Program. All requisi- 
tions or other procurement documents are submitted to the small busi- 
ness specialist who determines whether the supplies are suitable or un- 
suitable for small-business production. If a determination that th 
item is suitable for small business is made, it is labeled a “tagged pro- 
curement.”” The specialist will then consult and make recommenda- 
tions to the contracting officer concerning (1) the portion of the tagged 
procurement that can be obtained from small business, (2) the maxi- 
mum number of lots into which it can be divided, and (3) the most ad- 
visable method of procurement. If a procurement is capable of set- 
asides, it is labeled a “‘tailored procurement.” The contracting officer 
decides whether the quantity of the items is sufficient to justify multi- 
ple awards. A formally advertised bid is sent to those on the regular 
bidders’ list to determine minimum-best-price-quantity. The re- 
mainder of the requirement will be reserved for negotiation on thx 
basis of the lowest price of awards made under advertisement. 

On July 7, 1952, the Bureau of Ordnance issued Order No. 52-57, 
requiring its Matériel Division to prepare a list of all items to be 
procured with the 1953 budget and indicate which are suitable of 
production by small business. This list will be reviewed by the 
small business specialist. The Order calls for strict enforcement of 
former directives with regard to cooperation of contracting officers 
with small business specialists in determining the competency of 
small business to share in negotiated procurements. The Bureau of 
Ordnance alone has designated 149 persons who devote their efforts 
to assisting small business—90 in large contractors’ offices, 18 in the 
Ordnance field offices, 31 among the Navy inspection offices s, and 10 
in the headquarters office of the Bureau. 

In May 1952 the Navy published a booklet on Selling to Navy 
Prime Contractors, to assist both prime and subcontractors— 
to the end that the over-all productive economy is maintained in the strongest 
possible condition and the industrial base of defense production has sufficient 
breadth and depth to support any emergency the Navy may have to face. 

The booklet gives: specific instructions on where to look for sub- 
contracts, how to analyze facilities, essential facts to present to 
prime contractors, an alphabetical list of major Navy prime 
contractors, and a list by States of subcontract representatives 
appointed by prime contractors to assist small business men in their 
efforts to obtain subcontracts. At the time of this report the Navy 
had already distributed 20,000 booklets to prospective subcontractors. 

There are approximately 500 small-business representatives who 
are officials in companies holding large prime contracts for defense 
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production. Their chief function is to channel subcontracts to small 
firms. 


The Air Force 


In July 1951, the Under Secretary of the Air Force appointed a 
Special Survey Committee of independent business leaders to examine 
the AF small-business program and to submit an impartial evaluation 
of its merits and deficiencies. In his directive to the Assistant 
Secretary of the Air Force, dated July 19, 1951, calling for the for- 
mation of this Small Business Survey Committee, the Under Secretary 
said that— 
it is not sufficient to establish such a policy and set up the organization for its 
accomplishment. We must now see to it that we are actually getting Air Force 
contracts spread to include small-business concerns and that our larger prime 
contractors are likewise spreading their subcontracting. 

A comprehensive report of the Special Committee was submitted 
on January 30, 1952. The most important recommendations were 
that statistics of the progress of the small-business program should 
be in terms of the small-business potential; the Air Matériel Command 
should notify business concerns by postcard of the intention to remove 
them from bidders’ lists unless they specifically request to be retained 
on the lists; national conferences of small business specialists should 
be held at least semiannually and the practice of holding prime con- 
tractors’ exhibits should be continued to the extent that future needs 
require further recruitment of small-business units. Further recom- 
mendations were that prime contractors should be requested to 
prepare a list of items which are suitable for procurement from small 
business and should make use of it along lines similar to the screening 
operation at the Air Matériel Command; prime contractors should 
be requested to instruct their buyers to note a brief justification 
where an award on a “suitable’’ item is not made to small business; 
the Air Force should request the Renegotiation Board to recognize as 
an affirmative factor in favor of a contractor the accomplishment of 
an effective job in spreading the procurement base; more direct 
facilities contracts should be given to small-business concerns doing 
subcontract work. 

The Survey Committee expressed gratification that major contrac- 
tors manifested. sincere interest in cooperating with the Air Force 
small-business program, but emphasized that— 


much remains to be done in developing more awareness and enthusiasm, particu- 
larly on the part of buyers employed by contractors and subcontractors. 


Following the report of this Survey Committee, the Air Force placed 
greater emphasis on its program, ‘Operation Pacemaker,” which was 
established in July 1951. 

This Operation was developed at Wright Field during World War II 
by the SWPC representatives and the Army Air Force. Every 
Purchase Request, other than those classified and those under $10,000 
received by the Procurement Division, is screened by the small- 
business specialists who determine whether the item belongs in the 
small-business potential. If a Purchase Request is so labeled, it is 
placed in schedule to be awarded to small business. The buyer takes 
no major action on a Purchase Request without consultation with the 
small-business specialist. The buyer and specialist determine whether 
multiple awards to broaden the base shall be made. 





148 REVIEW OF SMALL BUSINESS 


The Services Section is then asked to furnish its bidders’ list of 
18,000 or more potential sources and the bid data to the 28 regional 
and subregional offices which pass them on to bidders. After the 
buyer makes his own appraisal, he discusses the proposed awards 
with the small-business specialist. A buyer cannot generally complete 
a procurement until a Facility Capability Report has been received 
from the appropriate District Office. This report is based upon, 
among other things, a survey of the prime contractor’s ability to 
finance the contract, and his ability to meet the delivery schedule. 
If the report is affirmative, the buyer and small-business specialist 
ney sign & recommendation that the award be made to the small- 

usiness concern, when appropriate. Much of the success of Operation 
Pacemaker depends upon these signed justifications. 

The comments of the Chief of the Office of Small Business, Head- 
quarters United States Air Force, on the system of determining the 
“small-business potential” used by the Air Force are very pertinent 
to the problem of determining and achieving a small-business target. 
This official believes that the military departments are at fault in 
confusing the picture of small-business participation as prime con- 
tractors by including extraneous matter in procurement action 
statistics. The departments have shown only the over-all procurement 
and the amount that small business received as prime contractors. 
His conclusion prescribes a formula which should be used by all 
procurement agencies: 

The all-important thing we must know is how much of our over-all procurement 
lies within the capability of small-business concerns. Then we will know the 
true proportion that small business is receiving as prime contractors of the dollars 
it could possibly receive. By knowing the small-business potential, and the 
proportion of that potential received by small business, the Congress will be in a 
position to determine whether or not small business is receiving its fair share. 
And statistics presented in that manner will clearly show the progress made by 
the Government’s small-business programs in increasing that proportion. The 
same statistics are also a basic requirement in determining the relative merits 
of the two methods by which purchasing is conducted, formal advertising and 
negotiation. 

During fiscal year 1952, the Air Force Office of Small Business has 
made a careful analysis of all procurements to determine the small- 
business potential. This has been done on the basis of suitability of 
an item itself as lying within the capabilities of small-business con- 
cerns. The wide fluctuations from month to month in the percentage 
figures are the result of sizable purchases of airframes, engines and 
other items in one month as against another. The prime contracting 
program is directed at the remaining amount awarded to other than 
small-business firms. Operation Pacemaker is the mechanism used 
to see that small business obtains its maximum potential. (See charts 
XI and XII, p. 160.) The highest percentage of loss to small business 
was caused by inability to meet delivery schedules. Other losses 
were caused by the failure of any small concern to submit a bid or 
proposal, by lack of the necessary facilities, and by failure to bid 
according to specifications. 


ARMED SERVICES PROCUREMENT REGULATIONS 


Procurement regulations which apply to all three military depart- 
ments are published under the title of Armed Services Procurement 


se hee 


— 


_ -— oe eo oe A te Miele 





o 


os. FO" 


™ DP 


REVIEW OF SMALL BUSINESS 149 


Regulations (ASPR) issued with the approval of the Secretaries of 
the Departments and the concurrence of the Munitions Board. 
These regulations are the ground rules for executing procurement 
policy. ‘ASPR (Section 1 -302.3) provides with respect to small 
business as follows: 

It shall be the policy of each Department to place with small-business concerns 
(herein considered to be any concern which employs in the aggregate fewer than 
500 persons) a fair proportion of the total procurement of supplies and services 
for that Department. As a means of carrying out this policy, and when not 
clearly to the disadvantage of the Department, the procurement of supplies or 
services shall be divided into such reasonably small lots as will enable and en- 
courage small-business concerns to make bids or quotations on such supplies or 
services or on portions thereof. Each Department shall maintain a record of the 
total value of all contracts placed by it during each fiscal year with small-business 
concerns, and shall prepare an annual report thereof, as of the end of each fiscal 
year, and in the form and manner to be prescribed by the Department, to be 
submitted to the Munitions Board in the Department of Defense for the prepara- 
tion of a combined Armed Services report to be submitted to the President. To 
this end each Department shall, in soliciting competitive proposals, request any 
necessary information as to the size of each business concern submitting a proposal. 

A new section was added to ASPR on August 7, 1951, and provided 
that in furtherance of the policy with respect to small-business 
concerns, as set forth in paragraph 1-302.3, the following aids will be 
employ ed where practicable and where consonant with other Departe 
ment of Defense policies: (1) dividing negotiated procurement of 
supplies or services into reasonably small lots in order to permit making 
multiple awards; (2) employing lists similar to the bidders’ list used in 
formally advertised procurements, to uncover smal]-business sources 
and to broaden the industrial base; (3) employing advance notices, 
similar to notices in advance of invitations for bid, to inform prospec- 
tive small-business concerns and others of proposed negotiated pro- 
curements; (4) employing suitable methods in soliciting proposals 
where an excessive number of potential suppliers exist; (5) allowing 
the maximum amount of time practicable for the preparation and 
submission of proposals; and (6) making multiple awards to the greatest 
extent possible. 


Armed Forces Regional Councils 


Pursuant to a Departinent of Defense ‘Plan for Coordination of 
Military Procurement Programs,” announced March 8, 1951, the 
Armed Forces Regional Councils (AFRC) were created. This plan 
provides a mechanism for resolving local problems and conflicts on a 
regional basis, and a means for dev eloping a unified Department of 
Defense position in areas where problems may arise regarding pro- 
duction, procurement, construction, and industrial manpower. 
Thirteen Regional Councils have been established jointly in major 
cities and three Subcouncils in other areas. The AFRC are also 
responsible for the planning, promotion, and operation of the program 
of Joint Contractor-Subcontractor Industrial Exhibits, approved by 
the Munitions Board on August 23, 1951, as an aid to small businesses 
seeking subcontracts. Prime contractors display actual components 
or end products, also applicable drawings and specifications needed 
by contractors to fulfill defense contracts. Seventeen exhibits have 
been held with substantial results in awards of prime and subcontracts 
to smal] firms. 
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PROCUREMENT BY CIVILIAN EXECUTIVE AGENCIES 


The Federal ee and Administrative Services Act of 1949, as 
amended (Public Laws 152 and 754, 81st Cong.), established the 
General Services Administration as the policy-maker for civilian pro- 
curement. The Administration formulates procurement policy and 
the regulations to carry out the policy for the civilian executive 
agencies of the Government. It is the principal purchaser of supplies 
and services for 46 agencies. It also purchases some supplies and 
equipment for the military establishment. 

Section 302 (b) of the act declares it to be the policy of Congress 
that a fair proportion of the total purchases and contracts for supplies 
and services for the Government shall be placed with small-business 
concerns. ‘The act also requires that contracts and purchases shall 
be made by advertising except under specified circumstances. The 
President requested the Administrator of GSA to report on the total 
value and the proportion of contracts negotiated in each civilian 
agency under individual exceptions to competitive bidding and the 
total value and proportion placed with small-business firms. 


The General Services Administration 


The General Services Administration, through its letters, orders, 
and directives, has evinced a serious interest in effectuating the 
declared policy of the Congress with respect to small business. This 
agency has established a central office of information in Washington 
and a parallel service in each of its regional offices. The GSA has 
entered wholeheartedly in the plan to give the widest possible pub- 
licity to advertised-bid procurement. It has demonstrated adminis- 
trative zeal in evaluating the program by accumulating statistics on 
small-business participation in civilian agency purchases. GSA’s 
ready acceptance of this committee’s suggestion to establish a Board 
of Contract Appeals and its willingness to launch other administrative 
reforms favorable to small business have been gratifying to the 
committee. 

GSA has listed the following general guides for procurement officers: 

Divide requirements into such reasonably small lots as will 
permit small-business concerns to bid. 
2. Permit bids on less than total quantities specified. 
Time submission of bids with the interest of small business 
in mind. 
4. Schedule purchases and distribute awards on a local or 
decentralized basis to assist small business. 

GSA has worked out various procedures for insuring small-business 
participation in nonmilitary procurement. For example, the agency 
has issued a determination that in the case of equal low bids the 
award will be made to a small-business concern rather than to a large 
firm. This is similar to military procurement policy relating to equal 
low bids as enunciated previously by the Comptroller General of the 
United States (Nov. 18, 1949). 

GSA has directed its procurement officers to give due consideration 
to the capacity and facilities of small businesses in the administration 
of contracts, so that delivery schedules may be altered to conform to 
the contractor’s ability to deliver. 

A program of standardizing and simplifying procurement pro- 
cedures, contract and bidding forms, and specifications has been 
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established by GSA. Efforts are being made to have specifications 
conform to generally accepted commerce ial standards. 

The 10 regional offices of GSA have been given considerable pro- 
curement authority. Rather than making one large procurement in 
Washington to supply an article to all civilian agencies throughout 
the Nation, each regional office now is responsible for the procurement 
of the Government’s requirements in that region. This decentraliza- 
tion has obvious advantages for small businesses. In connection with 
decentralized procurement, GSA is attempting to adjust the size of its 
contracts and delivery schedules to conform to the facilities of the 
small contractor. 

On the informational level, GSA has established information centers 
in each of its regional offices, and an inquiry office has been set up in 
the Federal Supply Service office in Washington. Exhibits showing 
the type and quantities of supplies purchased by GSA have been 
displayed at the Armed Forces procurement clinics. 

The Mutual Security Agency 

The Foreign Assistance Act of 1948 created the Economic Coopera- 
tion Administration. ‘The title of the agency has now been changed 
to the Mutual Security Agency (Public “Law 165, 82d Cong.). The 
Act, as amended, provides that MSA shall offer opportunities to 
American small business to participate equitably in supplying com- 
modities and services financed with MSA funds. MSA provides small 
businesses with information regarding proposed purchases financed by 

MSA funds, and provides prospective purchasers in MSA countries 
with information regarding commodities and services produced by 
small manufacturers in this country. 

MSA has established various procedures for fulfilling these objec- 
tives. Its Office of Small Business has appointed a number of field 
counselors who give assistance to small businessmen throughout the 
Nation. A wide variety of information on prospective purchases is 
processed by the Office of Small Business and distributed through the 
field counselors directly to small firms. An Inquiries and Export 
Counseling Service is operated in Washington. MSA also provides 
information regarding the products of small concerns to potential 
purchasers in MSA countries. MSA and the Department of Defense 
have entered into an agreement by which the small business special- 
ists will cooperate in the dissemination to small businessmen of infor- 
mation regarding procurement opportunities available to them under 
the MSA Small Business Program. The Office of Small Business, 
MSA, will furnish to the small business specialists of the three military 
departments located in the principal purchasing offices basic informa- 
tion on the small-business activities of the MSA. By virtue of receiv- 
ing such information, the small business specialists will be in a position 
to furnish to small businessmen general information on the small- 
business program, including copies of literature, and to refer interested 
small businessmen to MSA field counselors. 

Section 538 (a) of the Mutual Security Act of 1952 provides that 
the Agency shall make available to prospective purchasers in the 
countries receiving assistance under the Act information as to com- 
modities and services produced by small independent enterprises in 
the United States, and shall offer additional services to give small 
business better opportunities to participate in the furnishing of 
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commodities and services financed with funds of MSA. Subsectio: 
(b) provides that the Technical Cooperation Administration (Point 4 
Program) shall notify small independent enterprises of procurement 
information as far in advance as possible through the Office of Smal! 
Business of MSA. With few exceptions, the small-business program 
of MSA has satisfied the needs of small businesses and has increased 
steadily the small-business share in MSA payments. 

The Atomic Energy Commission 

The Atomic Energy Commission has issued a Procurement Policy 
guide which states that because small business is denied access to 
sufficient quantities of strategic materials to maintain production at 
levels equivalent to bre ak-even points, the acquisition of mobilization 
prime subcontracts is a matter of necessity. The Commission is 
aware of the fact that the receipt of mobilization contracts, both in 
number and dollar volume, occurs with a degree of infrequency which 
warrants a positive program of policies and procedures to supplement 
the efforts of small business in its own behalf. Among the 12 specific 
manic ia policies are the following: 

Achieve maximum participation of small business with 
anil to procurements suitable for performance by small 
business. 

2. Procurements evaluated as suitable for performance by 
small business will include construction, repair and recondition- 
ing as well as materials, equipment, and supplies. 

Divide procurements suitable for performance by small 
business into sufficiently small lots to enable small business to 
participate. 

4. Subcontract to small business those items which are suitable 
for performance by small business. 

5. Determine that qualified small-business concerns are not 
available as subcontractors before endorsing requests for certifi- 
cates of necessity. 

Identify and publicize in the Commerce Department 
Synopsis of Procurement and Awards both advertised and 
negotiated procurements which are suitable for performance by 
small business. 

Small-business policies stated in this Bulletin will apply to 
groups of small-business concerns which have been authorized 
to operate as defense production pools and have been certified 
as small business by the Administrator of the Small Defense Plants 
Administration. 

8. Appoint a small-business representative in each operations 
office to contact small business desiring to do business with AEC. 

9. Small-business policies stated in this Bulletin will be 
equally applicable to subcontracts and purchases by AEC cost- 
type contractors. , 

Division Directors at the Washington office, Managers of Opera- 
tions, and the Director of the Division of Construction and Supply 
are made responsible for the execution of the small-business programs 
and procedures. The Director of Construction and Supply is respon- 
sible for the evaluation of the programs and reports, the development 
of modification of the programs as required, and cooperation with 
the other agencies and departments of the Government dealing with 
matters relating to small business. 


EX 
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EXTENT OF SMALL BUSINESS PARTICIPATION IN| GOVERNMENT 
PROCUREMENT 


The various programs initiated by the major executive agencies to 
execute the over-all procurement policy of increasing the small- 
business share of Government procurement have been carefully re- 
viewed. It is evident that serious thought and considerable effort 
have been devoted to the formulation of the programs and to the 
indoctrination of personnel charged with the duties and responsibilities 
of executing the programs. Some of the programs have not been in 
operation long enough to achieve as favorable results as may be 
possible during the present fiscal year and succeeding years. Never- 
theless, it is important at this time to make a factual evaluation of the 
results so far achieved by operation of the small-business programs. 
An analysis of reports from the procurement agencies will provide 
specific information on the extent of small-business participation in 
Government procurement. 

Obligations of the Federal Government for all items totaled $61.9 
billion in fiscal 1952. Obligations for supplies and materials and 
equipment totaled $42.2 billion in fiscal 1952 and $43.8 billion in fiscal 
1953. Budget estimates of obligations for supplies and equipment 
for the Department of Defense in fiscal 1953 are 97.9 percent of the 
total Federal Government obligations for supplies and equipment. 
It is logical, therefore, that a review of the procurement operations of 
the military services should take precedence over other procurement 
activities. 

Chart V shows the percentage distribution of total military pro- 
curement from July 1950, through June 1952, by size of businesses. 
During the quarter immediately preceding the outbreak of hostilities 
in Korea, April to June 1950, small business received 26.2 percent of 
military purchases. From July to September 1950, the small-business 
share dropped to 18.8 percent, then increased to 23.7 percent during 
the next quarter. Small business received 24.5 percent during fiscal 
1950, 20.9 percent during fiscal 1951, and 17.6 percent during fiscal 
1952. With the exception of the month of April 1952, the small- 
business percentage of contracts has consistently declined. Reports 
of the Munitions Board explain that the reason for monthly variations 
in the small-business percentage is the large volume of contracts for 
aircraft and heavy ordnance items not susceptible to performance by 
small manufacturers. This is not sufficient explanation of the con- 
stantly decreasing awards to small firms. 

Chart VI shows the percentage distribution of military procurement 
from July 1950, through June 1952, by type of contract. During the 
first 6 months of fiscal 1951, approximately 77 percent of contracts 
were negotiated. After the December 18 directive of the Secretary of 
Defense, and as mobilization was accelerated during the latter half of 
fiscal 1951, approximately 95 percent of all contracts were negotiated. 

The committee has pointed out that the percentage of dollar value 
of contracts obtained by small business under advertised bidding is 
almost three times the percentage obtained under negotiation. 
Since January 1951 the quarterly average percentage of the dollar 
value of negotiated contract awards to small business has been 15.8 
percent while the small-business share of advertised contract awards 
has been 54.8 percent. From July through September 1951 the small- 
business percentage of advertised procurement ead steadily to 
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Cuart V 
PERCENTAGE DISTRIBUTION OF 
TOTAL MILITARY PROCUREMENT 


CONTINENTAL U.S., JULY I950—JUNE 1952 


BY 


Percent of Dollor Volue Percent of Dollor Volue 
. 100 


APR 


ae oe Sed es : : Sed ped ESS Boe 
BUSINESS _ Bat BSS Be 
SMALL § * 1; iv 
10 BUSINESS — ] | 7 
NOV 


JUN 


SOURCE: Munitions Boord 
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Cuart VI 
PERCENTAGE DISTRIBUTION OF 
TOTAL MILITARY PROCUREMENT 
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a peak of 72.4 percent in September but declined to less than 50 per- 
cent in May 1952. The amount awarded to small business by negotia- 
tion in November 1951, was 21.2 percent, the highest percentage of 
fiscal 1952. This percentage dropped to 10.9 per cent in December and 
8.9 percent in February, but increased again to an average of 17.3 
percent during the last quarter of fiscal 1952. According to the esti- 
mates of some procurement officials, this is less than half the per- 
centage of defense production that small business can perform. 

A direct result of the statement by the Secretary of Defense that 
broadening the industrial base of the procurement program required 
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wider use of negotiation was that the total dollar value of military 
procurement by formal advertising declined from 30.7 percent in 
the last quarter of 1950, to 4.3 percent in April 1951. Statistics 
show that small business obtained 30 to 40 percent less in dollar value 
by negotiation than by formal advertising. An example of the in- 
creased awards to small business under formal adv ertising is the 
report of the Army. (See Chart VII.) 

Because of the many complaints from small-business men, the com- 
mittee persuaded mobilization officials to return to a wider use of 
advertised bids, particularly on common-use items and other end 
products or components which small plants can produce. In April 
and May 1952 there was a gradual increase in contract awards by 
formal advertising. It is evident that many more items than those 
presently identified by buyers as small-business products could be 
advertised and supplied by small concerns, 
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SMALL BUSINESS SHARE OF MILITARY PROCUREMENT 


The Army, Navy, and Air Force have utilized small-business 
specialist programs with individual modifications. Each department 
has attempted to determine the small-business potential and has kept 
records of progress toward a predetermined goal. 


The Army 


The Army started its program of determining the percentage of 
prime contracts possibly available to small business in the first quarter 
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of 1952, when 72.2 percent of the amount suitable of performance by 
small firms was actually awarded. (See Chart VIII.) In the first 
quarter of fiscal 1952, 32.8 percent of the dollar value of Army con- 
tracts was awarded to small business, in the second quarter 23.7, and 
in the third quarter 17.4. 

Chart IX shows the averages of percentage of dollars awarded by 
the Army to small business, by months and fiscal years. During 
fiscal 1950 small business received 44.7 percent of procurement dollars, 
during fiscal 1951, 29.8 percent, and during fiscal 1952, 25.7 percent. 
Although the Army procures a greater volume of supplies and equip- 
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ment which can be furnished by small concerns than other military 
departments, the percentage awarded to small business has declined 
from 29.8 percent in 1951, to 25.7 percent in 1952, a percentage decline 
of 13.7 percent. (According to the report of the Munitions Board the 
Army small-business percentage for fiscal 1952 is 21.2, which is a per- 
centage decline of 28.9 percent.) 
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More intensive work on the small-business pores operated by the 


Navy has increased the average percentage of dollars awarded to small 
business from 16.9 percent in fiscal 1951, to 23.3 percent in fiscal 1952, 
a percentage increase, of 39.6 percent. Small business received 
$2,387,764,406 of the $10,230,769,847 total of Navy procurement 
dollars for 1952, or 23.3 percent. (See Chart X.) In June 1952 
small business received 21.1 percent of total procurement dollars. 
Although the percentage for months varies according to the nature 
of the items purchased, it would be well to consider the percentages 
of November and March of fiscal 1952 a good target for an annual 
average allocation of contracts to small business. 

In January 1952 the Navy put in operation a system of screening 
all items to be procured so as to determine which are suitable of pro- 
duction by small business. In January 38 percent of the total Navy 
procurement dollars was determined to be suitable for small business, 
but only 67 percent of the suitable was actually awarded to small 
firms. In June, 28.6 percent was determined suitable, but only 73.5 
percent of this was actually awarded. This procedure indicates a 
desire to fix a higher target for small business and to check regularly 
on results. (Chart X shows the percent of dollars to small business 
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in fiscal 1952 as compared with fiscal 1950 and fiscal 1951.) Although 
the small-business share has been increased from 16.9 percent in fiscal 
1951, to 23.3 percent in 1952, there is still need for attaining a higher 
percentage of dollars actually awarded to small concerns. 
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The Air Force 


Because of the low percentage of Air Force contracts for procure- 
ment of items usually considered susceptible of performance by small 
business, officials of the Air Force have made commendable efforts to 
determine a higher small-business potential. One result of the recom- 
mendations of the Special Survey Committee of independent business 
leaders was the establishment and operation of a special small-business 
program entitled, ‘Operation Pacemaker,” which was described in a 
former section of this study. (See pp. 147-148.) 

The prime contracting program is directed at the $1,218,000,000 
small-business potential, and the subcontracting program is directed 
at the remaining $9,446,900,000 awarded to other than small-business 
firms. Through the prime contracting program, small business 
received 56.5 percent of the potential. Operation Pacemaker is the 
mechanism used at Headquarters, Air Matériel Command, to see that 
small business obtains its maximum potential. In that operation, the 
small-business potential amounted to $639,768,000, of which small 
business received 60 percent. (See Charts XI and XII.) One of 
the purposes of Operation Pacemaker is to find out why small-business 
concerns did not receive the remaining 40 percent of the procurements 
for the items capable for production by small firms. These figures 
point up the areas which require careful attention and study by the 
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Air Force to eliminate any factors which unequally affect small 
business. 

The highest percentage of loss by small business was caused by 
inability to meet delive ‘ry schedules; 3.1 percent of the potential was 
lost through the failure of any concern to submit a bid or proposal; 
2.7 percent went to other than small-business concerns because the 
procurements were for qualified products, and no small concern had 
qualified its product at the time the procurements were negotiated. 
Only 3.1 percent was lost by small concerns because they were not 
technically qualified, did not have the necessary facilities, or did not 
bid according to specifications. Summing up the results of Operation 
Pacemaker in fiscal year 1952, small business received only 60 percent 
of the dollar value of contracts susceptible to performance by small 
business. It did not receive 40 percent of its potential because 10.5 
percent of the bids were too high and 29.5 percent failed to meet 
qualifications. 


Munitions Board Report 


The Munitions Board report on prime contracts awarded by all 
the military services to business firms in continental United States 
(Chart XIII) shows by months the total dollar value of purchases 
from July 1950 to June 1952. The lower portion of the chart shows 
the percentage awarded to small-business firms. The average monthly 
percentage received by small business during this period was 19. 1 
percent. The percentage to small business decreased from 23.8 
percent in April, to 17.2 percent in May, and 15 percent in Jeon 
The percentage to small business decreased from 24.5 percent in fiscal 
1950, to 20.9 percent in 1951, and to 17.6 percent in 1952, a 28.1 
percentage decline since Korea. The Board report gives two reasons 
for the decline in the small-business percentages since June 1950: 
(1) aircraft and ordnance service procurement dominated rearmament 
production and limited the small-business prime contract ratio; and, 
(2) the volume of ordnance contracts increased as facilities became 
established and the rearmament program progressed. Procurement 
of the Ordnance Services and the Air Matériel Services in the January— 
June 1952 period represented 74.6 percent of the total value of all 
military contracts. 

A comparison of statistics in reports of the Munitions Board for the 
last two fiscal years shows that the Army small-business percentage 
of prime contracts declined from 29.8 percent in fiscal 1951, to 21.2 
percent in fiscal 1952. The Air Force small-business share declined 
from 10.2 to 6.4 percent. The Navy increased its small-business 
share from 16.9 percent in 1951, to 23.3 percent in 1952. The Board 
says that one cause of the difference between the Army and Navy 
percentages is that Army purchased a considerable amount of heavy 
equipment for Navy. Astudy of the value of prime contracts aw arded 
by purchasing officers by the different procuring services or agencies 
shows the following increases of the small-business percentages in 
major bureaus of the Navy: 15.2 percent in Supplies and Accounts, 
14.7 percent in Yards and Docks, 13.8 percent in Ships, 9.6 and 8.: 
percent in Ordnance. The Army statistics show decreases in the 
following units: Transportation 17.5 percent, Engineers 15.2 percent, 
Signal 8.9 percent, Ordnance 6.7 percent, Medical 7.0 percent, and 
Quartermaster 1.4 percent. 
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Small business received a total of more than $7 billion in military 
prime contracts during fiscal 1952, compared to $6.4 billion during 
fiscal 1951. Nevertheless, the proportionate small-business percent- 
age for fiscal 1952 was 17.6 percent, compared to 20.9 percent for 
fiscal 1951. 


SMALL BUSINESS PARTICIPATION IN CIVILIAN PROCUREMENT 


During fiscal 1952 purchases of goods and services reported by 46 
civilian procuring agencies of the Government amounted to $3,087.2 
million. This volume of procurement by the civilian agencies is an 
important source of business for small firms. 

Small business received 53.3 percent of the total dollar value of 
purchases during fiscal 1952. This compares with 30.3 percent for 
fiscal 1951. These figures are affected by the heavy dollar volume of 
purchases in 1951 by the Atomic Energy Commission, the Maritime 
Commission, and the special programs conducted by GSA under the 
Stockpiling Act and the Defense Production Act. The increased 
participation by small business was widely distributed among the 
major procuring agencies with particularly large increases being shown 
for the TVA, the Maritime Administration and the special programs 
of GSA. 

Of the total dollar amount procured in fiscal 1952, advertising ac- 
counted for 29.4 percent as compared with 28.5 percent in 1951. 
Small business participated in advertised procurement to the extent 
of 52 percent in fiscal 1952, as compared with 34.4 percent in 1951. 
Small business received 53.5 percent of the total value of negotiated 
procurement in 1952, as compared with 28.6 percent in 1951. Nego- 
tiation under legislative authority includes purchases under the Criti- 
cal Materials Stockpiling Act and the Defense Production Act, and 
for the Atomic Energy Commission. Of the $1,992.6 million nego- 
tiated under this authority, small business reeeived $1,054.8 million, 
or 52.9 percent. Procurement through formal advertising represented 
more than two-thirds of the total dollar amount for each of 11 major 
procuring agencies in fiscal 1952, as compared with 8 agencies in fiscal 
1951. 

The GSA displaced the AEC as the largest civilian procuring agency 
in fiscal 1952. GSA procured 77.1 percent from small business, 
including its regular and special programs. AEC procured only 5.8 
percent from small business. Excluding the small AEC percentage, 
the small-business total for all other civilian agencies was 68 percent. 
Chart XIV shows the extent to which each major procuring agency 
purchased supplies from small firms during fiscal 1951 and fiscal 1952. 
Nine of the major procuring agencies, as well as those components of 
the Department of Commerce other than the Maritime Administra- 
tion, placed more than half of the total dollar value of their procure- 
ment with small business. These figures demonstrate beyond doubt 
that the military departments are not compelled to use negotiation 
for procurement of common-use items and that a considerably higher 
percentage of contracts could be given to small business by a wider 
use of formal advertising. 
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Small business received a total of more than $7 billion in military 
prime contracts during fiscal 1952, compared to $6.4 billion during 
fiscal 1951. Nevertheless, the proportionate small-business percent- 
age for fiscal 1952 was 17.6 percent, compared to 20.9 percent for 
fiscal 1951. 


SMALL BUSINESS PARTICIPATION IN CIVILIAN PROCUREMENT 


During fiscal 1952 purchases of goods and services reported by 46 
civilian procuring agencies of the Government amounted to $3,087.2 
million. This volume of procurement by the civilian agencies is an 
important source of business for small firms. 

Small business received 53.3 percent of the total dollar value of 
purchases during fiscal 1952. This compares with 30.3 percent for 
fiscal 1951. These figures are affected by the heavy dollar volume of 
purchases in 1951 by the Atomic Energy Commission, the Maritime 
Commission, and the special programs conducted by GSA under the 
Stockpiling Act and the Defense Production Act. The increased 
participation by small business was widely distributed among the 
major procuring agencies with particularly large increases being shown 
for the TVA, the } faritime Administration and the special programs 
of GSA. 

Of the total dollar amount procured in fiscal 1952, advertising ac- 
counted for 29.4 percent as compared with 28.5 percent in 1951. 
Small business participated in advertised procurement to the extent 
of 52 percent in fiscal 1952, as compared with 34.4 percent in 1951. 
Small business received 53.5 percent of the total value of negotiated 
procurement in 1952, as compared with 28.6 percent in 1951. Nego- 
tiation under legislative authority includes purchases under the Criti- 
cal Materials Stockpiling Act and the Defense Production Act, and 
for the Atomic Energy Commission. Of the $1,992.6 million nego- 
tiated under this authority, small business received $1,054.8 million, 
or 52.9 percent. Procurement through formal advertising represented 
more than two-thirds of the total dollar amount for each of 11 major 
procuring agencies in fiscal 1952, as compared with 8 agencies in fiscal 
1951. 

The GSA displaced the AEC as the largest civilian procuring agency 
in fiscal 1952. GSA procured 77.1 percent from small business, 
including its regular and special programs. AEC procured only 5.8 
percent from small business. Excluding the small AEC percentage, 
the small-business total for all other civilian agencies was 68 percent. 
Chart XIV shows the extent to which each major procuring agency 
purchased supplies from small firms during fiscal 1951 and fiscal 1952. 
Nine of the major procuring agencies, as well as those components of 
the Department of Commerce other than the Maritime Administra- 
tion, placed more than half of the total dollar value of their procure- 
ment with small business. These figures demonstrate beyond doubt 
that the military departments are not compelled to use negotiation 
for procurement of common-use items and that a considerably higher 
percentage of contracts could be given to small business by a wider 
use of formal advertising. 
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SUMMARY—SMALL BUSINESS PARTICIPATION 


The only conclusion to this examination of the extent of small 
business participation in Government procurement is that, with the 
exception of purchases of civilian supplies by civilian purchasing 
agencies, small business is receiving less of the military procurement 
dollar than ever before. The average small-business potential for all 
the Armed Services was determined to be 29.9 percent, but only 59.6 
percent of this potential was actually awarded to small businesses. 
This is only 17.6 percent of the total dollar value awarded to all 
businesses. ‘The small business share of prime contracts has fallen 
from 24.5 percent of the total dollar value in fiscal 1950, to 17.6 
percent in 1952, a continuing decline since the attack on Korea. 

Although provisions in procurement laws are not strong enough, 
procurement agencies and officials have the discretionary authority to 
distribute defense contracts more widely than has been done. Follow- 
ing the declaration of a national emergency by the President, the 
Secretary of Defense directed that contracts be spread across industry 
as widely as possible in order to broaden the industrial base of our 
procurement program. ‘The Secretary also instructed the military 
departments to pay particular attention to the equitable distribution 
of procurement contracts among the maximum number of suppliers, 
to the fullest possible use of small-business concerns, to the utilization 
in negotiation of competition and multiple awards, and the aggressive 
encouragement or requirement of subcontracting by prime contractors. 
If all procurement officials in the military departments had faithfully 
and efficiently executed these specific instructions, smal] business 
would have received a greater share of contracts under existing law. 

It soon became evident that small business was placed in a sub- 
ordinate role in the mobilization program and would face again the 
problem of survival. In World War II large companies secured the 
major portion of defense contracts, controlled basic supplies of 
strategic materials, and ultimately extended their control over the 
entire economy by buying up small enterprises. A repetition of this 
unrestrained practice will ultimately destroy the very existence of 
our free, competitive enterprise system. 

Notwithstanding the record of unprecedented concentration during 
the early vears of World War II and the increased percentage of 
contracts awarded to small concerns as a direct result of the work of 
the Smaller War Plants Corporation, some officials still consider 
special programs to aid small business unnecessary. Some mis- 
guided persons have referred to the small business committees and 
special programs as ‘‘wet-nursing small business.” This is prejudiced 
and shallow thinking that evades the issues and facts. The most 
ardent small-business advocates admit the indispensable part that 
large business institutions play in the economy, both in peace and 
partial mobilization, or war. It is expected that big producers will 
be awarded large contracts to manufacture certain highly essential 
heavy weapons and end products which small business may not be 
able to produce. It is also true that some big businesses strongly 
advocate and practice the utilization of small concerns to furnish 
component parts. Nevertheless, any fair-minded person admits 
that many small businesses would face extermination or irreparable 
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losses if the Federal Government did not provide special protective 
measures and programs for constructive assistance to them. 


CONTINUING PROBLEMS IN UTILIZING SMALL BUSINESS 


In the last Progress Report of this committee submitted to the 
Eighty-second Congress, First Session (H. Rept. 1228), the first of 
19 recommendations in respect to Government procurement was that 
an educational jprogram be instituted to assure that all procurement 
officials are aware of legislative policy, the regulations designed to 
carry out the policy, and the importance of utilizing small-business 
firms in the defense program. The educational programs of all agen- 
cies have been in full-scale operation during recent months and con- 
siderable improvement in procurement methods has been made, but 
the basic problem remains unsolved. The percentage of the dollar 
value of prime contracts awarded to small business has constantly 
declined and there is no available evidence that subcontracting has 
substantially offset the low percentage of prime contracts awarded 
to small business. Nor can the decline in awards to small-business 
concerns be wholly attributed to the character of items procured in 
different periods of the mobilization program. Although some types 
of contracts for heavy equipment and highly technical items may not 
be susceptible of performance by small business, of that portion which 
is determined to be susceptible, less than 60 percent is usually awarded 
to small firms. There are good reasons to support the belief that 
both the predetermined small-business potential and the percentage 
actually allocated could be considerably higher if top procurement 
officials would aggressively exercise authority under existing laws and 
demand that purchasing officers under their direct control award more 
contracts to capable small concerns. 


WEAKNESS IN BASIC PROCUREMENT LAWS 


There is no question about the intent of Congress regarding small- 
business participation in procurement but there is doubt about the 
adequacy of expression of Congressional intent in legislative enact- 
ments. In 1950 the chairman of this committee, with the unanimous 
approval of the other members, introduced a bill in the House of 
Representatives which included a mandate and a more specific defini- 
tion of small business. Instead of providing that it is merely 
declared policy that a fair proportion of total purchases and contracts 
shall be placed with small business, the bill provided that Government 
agencies— 
shall issue regulations and prescribe conditions to the end that small-business 


concerns will be assured of a fair and substantial portion of any procurement of 
such supplies or services. 


Until this or similar language is written into procurement law, the full 
utilization of small business cannot be attained. The Small Defense 
Plants Administration is making progress toward increasing the small- 
business share of military procurement. However, there are also 
weaknesses in the SDPA Act, which is discussed fully in Chapter VII 
of this report. This is not an admission, however, that procurement 
officials under provisions of present law lack authority to assure small 
business of a more substantial portion of procurements than heretofore 
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received. When these officials take the position that the present 
declared policy is not a sufficiently clear authorization or that confu- 
sion and conflict thwart more successful efforts to execute the small- 
business policy, they admit that it takes the whip of a mandate to 
force them to work more faithfully for small business. Although 
provisions in the basic procurement statutes do not define precisely 
the small-business criteria and objectives for guidance to procurement 
officers, the language is sufficiently broad and clear to authorize specific 
procedures which could be adopted at the discretion of high procure- 
ment officials to carry out the declared policy of the Congress that a 
larger share of the total purchases and contracts will be placed with 
small-business concerns. 

Section 19 (a) of the Selective Service Act of 1948 includes a provi- 
sion similar to the basic provision in the Armed Services Procurement 
Act and the Mutual Security Act (formerly the Economic Cooperation 
Act), that— 


small business shall be granted a fair share of the orders placed, exclusively for 
the use of the armed forces or for other Federal agencies 


The section also determines a business enterprise to be “small business’’ 
if (1) its position in the trade or industry of which it is a part is not 
dominant; (2) the number of its employees does not exceed 500; and 
(3) it is independently owned and operated. The Armed Services have 
never recognized (1) and (3) as authoritative and usable because of the 
difficulty in determining which businesses are ‘‘dominant”’ and “inde- 
pendently owned and operated.’”’ The present definition, used by 
both the Armed Services and the General Services Administration, is 
any business concern which, with its affiliates, employs fewer than 
500 persons. The narrowing of the definition so as to exclude a small 
plant which is part of an integrated company was directly brought 
about by strong representations by this committee. 

The committee then believed, and continues to insist, that under 
existing legislative provisions the Congress cannot hold to account 

rocurement agencies or officials. It must enact appropriate new 
lagislation with mandatory provisions. Procurement officials at the 
policy level claim that they have executed congressional policy as far 
as possible under existing authority, thus the habit of following the 
line of least resistance continues at the lower levels. Provisions of the 
two basic statutes (the Armed Services Procurement Act and the 
Federal Property and Administrative Services Act), should be made 
mandatory so that procurement agencies would be required to execute 
the declared policy of Congress. In effect, these stronger provisions 
would reconcile and conform the two basic laws with the procurement 
provision of the Selective Service Act of 1948, so that small business 
would have a guarantee of obtaining a fair and substantial share of 
Government procurement. 


DEFECTS IN ADMINISTRATIVE POLICY 


Government procurement policy is made by Congress in statutory 
enactments which have been analyzed in detail in previous sections 
of this study. The provisions in these statutes in respect to small 
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business are considered by the highest officials of various procurement 
agencies who interpret the Congressional enactment and formulate 
the administrative policy and procedure adaptable to individual de- 
partments or agencies. In the Department of Defense, administra- 
tive policy is made by the Secretary of Defense and the Munitions 
Board. Finally, the policy is interpreted in the form of regulations 
which contracting or purchasing officers are supposed to obey in pro- 
curement operations. The Armed Services Procurement Regulations 
uniformly apply to all military departments. 


The Armed Services Procurement Regulations 


The ASPR statements regarding the utilization of small-business 
concerns (considered to be any concern which, including affiliates, 
employs in the aggregate fewer than 500 persons) reaffirm the Con- 
gressional policy that a fair proportion of the total procurement of 
supplies and services shall be placed with small-business concerns. 
This regulation further states that the procurement of supplies and 
services shall be divided into such reasonably small lots as will enable 
and encourage small-business concerns to make bids or quotations on 
such supplies or services or on portions thereof. It also states that 
procurement shall generally be effected by advertising for bids and 
thereafter awarding a contract to the lowest responsible bidder. The 
section on procurement by negotiation required: (1) that procure- 
ments be divided into small lots to permit the making of multiple 
awards; (2) the use of lists, similar to bidders lists used in formal 
advertising, to discover small-business sources; and (3) the use of 
advance notices, as in advertised bids, to inform prospective small- 
business concerns of proposed negotiated procurements. Every nego- 
tiated contract must be accompanied by a signed statement of the 
contracting officer justifying its use. 


Need of More Efficient Administration 


There are no defects in these basic regulations interpreting small- 
business administrative policy because they repeat exactly the small- 
business provisions in procurement statutes. The defects must be 
in actual administration of the policy and in execution on the opera- 
tional levels. In these areas there is opportunity for administrative 
officers to establish a large small-business potential within the pro- 
visions of existing law or a ridiculously low potential without penalty 
for violating the ‘law. Since small business now receives a very low 
percentage of military procurement, it is evident that the primary 
defect is in the attitudes and judgment of the officials responsible for 
the administration of the small-business policy in the Department of 
Defense. The present attitude seems to be that small business is 
already receiving its fair proportion. Such an attitude indicates bad 
judgment and failure to soundly appraise economic conditions in the 
Nation’s business structure. Responsible administrators should 
realize that the economic impact of hostilities in Korea changed the 
whole concept and tempo of our national life. Thev should think 
in terms of potential mobilization of our total economic and industrial 
resources and the possible adverse effects of the mobilization program 
on small business. ‘They should appreciate the fact that an acceler- 
ated defense program creates great hardships for small concerns 
unless more effectual steps are taken to utilize their facilities to a 
greater extent than presently utilized. 
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In its Final Report to the Eighty-first Congress (H. Rept. No. 3237), 
this committee called attention to the clear evidence in statistical 
information from the Department of Defense that small business was 
receiving a mere pittance of defense contracts. In the period following 
the attack in Korea, the percentage of the dollar value of defense 
orders placed with small business diminished at an alarming rate. At 
the same time, purchases made through advertised bidding declined 
in value while purchases made by negotiation increased at a corre- 
sponding rate. It was evident that small business was expected to 
play a subordinate role in mobilization and in civilian production. The 
committee warned that failure to give adequate consideration to 
small-business problems during periods of national emergency, inad- 
vertently or otherwise, was the equivalent of not taking proper steps 
to protect our Nation from aggression and of allowing our free com- 
petitive enterprise system to be weakened beyond repair. 

The committee continued to insist that aggressive action was needed 
to put policies into practice and to show more adequate results in 
increased contract awards to small business. 

The Small Defense Plants Administration has been effective in 
pointing out certain restrictive procedures which limit greater oppor- 
tunities for small-business participation in defense procurement. The 
Administration has also sponsored special programs for more positive 
assistance to small-business concerns. The organization and activities 
of SDPA are reviewed in Chapter VII of this report and will not 
be discussed here. However, certain matters to which SDPA has 
been a party are concerned primarily with what appears to be adminis- 
trative policy 
Joint Determination 

Agreements have been reached between SDPA and the three mili- 
tary departments to use joint determinations to increase the small- 
business share of procurement. Section 714 (f) (2) sets up a proce- 
dure for carrying out jointly by SDPA and the procurement agencies 
the Congressional policy that a fair proportion of total Government 
pure hases and contracts be awarded to small business. Basic working 
procedures to carry out this policy were established by the Department 
of Defense in March, and imple mented by the Air Force in April and 
by the Navy and the Army in July. Under this program, SDPA and 
the military services jointly determine whether specific procurement 
requests are susceptible of performance by small plants, and earmark 
all or a specified percentage of such procurements for small business. 

The joint determination program has been expanded by placing 
SDPA representatives for screening procurements in 12 Army centers, 
10 Navy centers, 2 Air Force centers, and 1 joint service procurement 
center. As of November 24, 1952, approximately $193 million of 
defense work had been earmarked exclusively for small business. The 
amount of contracts actually placed with small firms under the pro- 
gram now totals $45.7 million and is steadily increasing. (See 
Chapter VII.) 

Production Pools 

Executive Order No. 10370, effective July 7, 1952, delegated to 
SDPA authority to approve small-business production pools. SDPA 
assigned a full-time specialist to the task of insuring that pools receive 
invitations for bids and requests for proposals on contracts which they 
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are capable of performing. Invitations and requests amounting to 
more than $40 million have been referred to pools. 

Prior to November 1, 18 pools had been approved. These pools are 
composed of more than 400 small businesses, employing approximatel 
20,000 workers. By combining their facilities, these groups of oe 
plants are able to perform defense contracts which are beyond the 
scope of individual small firms. 

The central headquarters of these 18 pools are located in eight 
different States with member companies more widely distributed. 
About 35 additional groups of small plants are considering the for- 
mation of production pools. Several of the groups are actively plan- 
ning operations and compiling data to enable them to organize and 
obtain Government approval. 

Although production pools operated successfully during World 
War II, they have not been utilized to any significant extent during 
the present period of mobilization. (See Chapter VII.) 


Bid and Performance Bonds 


The Army Corps of Engineers has finally agreed to revise its policy 
of requiring bid and performance bonds on advertised purchases in 
excess of $100,000 that barred many small businesses as qualified 
bidders. ‘The new policy will require bonds only in selected cases 
where there is special reason. This should make it easier for small 
firms to obtain V-loans with which to perform contracts. (See 


Chapters III and VII.) 
Price Differentials 

It should be noted at this point that the small-business provisions 
of Section 714 of the Defense Production Act, which had been strongly 
advocated by the committee since hostilities began in Korea, set up 
a procedure ‘for carrying out jointly by SDPA and the procurement 
agencies the established Congressional policy with regard to small 
business. As a result of the introduction of the Small Defense Plants 
Acts in 1950 and 1951, and the eventual adoption of similar provisions 
in the Defense Production Act of 1951, the Department of Defense, 
the NPA and other defense agencies announced their small-business 
programs. It is probable that the Armed Services launched their pro- 
grams prior to the adoption of the 1951 amendments to the Defense 
Production Act of 1950 (Public Law 96, 82d Cong.) with the purpose 
of defeating the passage of the amendment to create the SDPA. 

On April 23, 1951, the Defense Production Administration issued a 
four-point procurement policy. One of the recommendations was that 
the Department of Defense should authorize payment of justifiable 
price differentials to accomplish the objective of keeping intact the 
facilities of small business. Because of a difference of opinion between 
the Department of Defense and DPA, price differentials have not 
been authorized in many instances. The SDPA asked the Comp- 
troller General of the United States for his opinion. In a letter dated 
January 31, 1952, the Comptroller General stated that his office 

“would not be required to object to otherwise proper payments under 
contracts awarded to small-business concerns under Section (c) (1) of 
the Armed Services Procurement Act of 1947, in the manner con- 
sidered herein, provided, of course, the Agency head determines it to 
be necessary in the public interest or such action is supported by the 
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determinations required by (A) or (B) of the statutory provision 
quoted above.” This referenced provision is in Section 714 (f) (2) of 
the Defense Production Act and relates to a determination by SDPA 
and procurement agencies that an award or contract is in the interest 
of mobilizing the Nation’s full productive capacity, or is in the interest 
of the national defense program to make such award or let such con- 
tract to a small-business concern. 


Renegotiation 

The Renegotiation Act of 1951, designed to eliminate excessive 
profits from defense contracts and subcontracts, has been revised by 
the Renegotiation Board to make it possible for large prime contractors 
to increase their profits by more liberal subcontracting to small 
business. Favorable consideration will be given to the extent to 
which such contractor utilizes the facilities of small-business concerns, 
which might otherwise have been overlooked or passed by. 
Sole Source Procurement 


SDPA has called attention to the fact that large concerns may 
obtain patents on products and processes developed as a consequence 
of Government-financed research or production. If the Government 
procuring agency does not contractually obtain full and effective 
reproduction rights covering such products and processes, the practical 
result is to accord these companies ‘sole source’’ status thereafter. 
Consequently, small concerns would be barred from one more field of 
Government contracting they might be qualified to perform success- 
fully. 

Recently it came to the attention of SDPA that the Armed Services 
Patent Review Board was preparing a report on the Department of 
Defense patent and copyright policies, with a view toward possible 
revision of the portion of the Armed Services Procurement Regulation 
dealing with this question. The Administration recommended that 
the military departments be directed to secure for the Government 
reproduction rights to inventions relating specifically to supply con- 
tracts, as well as research and development contracts, where the 
Government has paid or is paying the cost of the manufacturing 
process in which the development or improvement is made. The 
Board was urged to weigh carefully the impact its report may have 
upon small business generally and upon the Congressional policy 
that small-business participation in the defense program be increased. 
Expansion Goals 


SDPA and DPA have agreed on a program to give small concerns a 
greater share in expansion goals end prevent undue concentration of 
certificates for tax amortization in large companies. Already small- 
business shares have been established in the expanded production of 
precision motors, pumping machinery, machine tools, and cutting 
tools. Small business will receive 30 percent of the $125 million goal 
for machine tools, 49 percent of the $30 million for cutting tools, 49 
percent of the $33 million for dies, jigs, and fixtures. (See Chapter 


VIL.) 


FAILURE TO EXECUTE EXISTING MANDATES 


Statements of policy and programs would make a lengthy chapter 
in the history of Government procurement, but unfortunately the 
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record inclydes more promises than practical results. It is regrettable 
that executors of policies try to justify failures to get results on the 
ground of confusion confounded by procurement laws. Regardless of 
the seeming inconsistency in procurement laws, more business can be 
channeled to small business if administrators have an honest purpose 
to do it. Procurement officials already have existing authority to 
instruct and demand that the number and dollar value of contracts 
awarded to small concerns be increased. It is a simple matter of a 
responsible official wanting to do a good job and demanding that con- 
tracting officers obey orders on the operating levels. The military 

operates by orders passed down from the higher to lower eche lons, 
In all military training and field operations, orders are expressed in 
precise language and immediately obeyed, but in procurement opera- 
tions, orders are hopelessly confused and reluctantly executed. 


Lack of Adequate Authority 


Another reason for failure to operate more successfully the small, 
business programs is that the special advisor on small business has 
lacked adequate authority to influence the formulation and execu- 
tion of small-business policy. At one time the Secretary of Defense 
appointed a special advisor for small business who had the rank and 
authority of Assistant Secretary of Defense. This office was dis- 
continued and its duties were assigned to the Chairman of the Muni- 
tions Board. Only within recent months has the authority of the 
Chairman been increased to enable him ty take decisive and individual 
action. 

During the interim between the discontinuance of the Special 
Assistant to the Secretary of Defense and the investment of the Yhair- 
man of the Munitions Board with more adequate authority, no real 
authority to demand more effective execution of the small-business 
policy existed. This limited authority and confusion caused the 
long delays in operating such programs as joint determination, price 
differentials, bid and performance bonds, production pools, and 
expansion goals. 

Under the present system of rotation in the military departments, 
rocurement officers are transferred from one type of duty to another. 
Vhen officers begin to acquire sufficient experience and skill to perform 

their duties efficiently, they are rotated and replaced by novices. These 
novices do not know the small-business problems and programs and 
delay their execution. 


NEED OF SIMPLIFICATION OF CONTRACTS AND PROCEDURE 


Contract form and procedures in making contracts should be 
simplified. Recently the Secretary of Defense requested three man- 
agement firms to make a study of procurement methods and the pro- 
gress of top defense programs. The report of the firms contained 
several criticisms. The rotation system in the Armed Services makes 
it impossible for the Government to train capable procurement officers 
and industry hesitates to do business with them. Contracts are too 
long and involved when a single page plus specifications and schedules 
would be adequate. Contractors are forced to obtain legal advice 
before signing present contracts. The slow and complicated pro- 
cedure in paying for purchases discourages businessmen. ‘The Gov- 
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ernment should not penalize but reward a company for more efficient 
production methods. Many small businessmen complain that regu- 
lations and requirements are too cumbersome and complex, and that 
it is still difficult to obtain adequate drawings or other information 
sufficiently accurate to secure an approval of the product. Some 
contractors complain that Government frustration, red tape, and 
indecision delay plans for production and force them to purchase 
materials at a later date for premium prices. 


MULTIPLE AWARDS 


The committee recommended more extensive division of large 
purchases of stock items into smaller lots so that small concerns could 
participate in the procurement. There are a few examples of this 
method of buying on record but not enough to establish a regular pro- 
cedure when the desired products can be furnished by a considerable 
number of small suppliers. In recent weeks the committee received a 
complaint that the military sent out a request for bids on 1,000,000 
units of a certain commodity. Only large corporations could perform 
such a large contract, but there are many small manufacturers who 
could perform contracts for small portions of the procurement. 
Although a small firm may bid on any portion of an advertised pro- 
curement at a low figure, it may develop that a bid submitted by a 
large firm for the entire quantity will be lower and more acceptable to 
the contracting officer. Multiple awards can be used to a far greater 
extent and would eliminate much of the diffic ‘ulty facing small busi- 
nessmen in efforts to obtain both negotiated and advertised contracts. 


NEGOTIATED VS. ADVERTISED BIDS 


It has been pointed out in a preceding section of this study that the 
basic provisions of procurement laws and regulations require the use of 
formal advertising as the normal procedure of purchasing supplies 
and services for the Government. Negotiation is authorized only in a 
period of national emergency or in exceptional circumstances and then 
by written justification ‘attached to the contract. After the Secretar Vv 
of Defense said in his directive that broadening the industrial base of 
the procurement program required wider use of negotiation, the mili- 
tary departments began to use negotiation in more than 90 percent of 
procurement actions. In one period negotiated contract awards 
accounted for more than 95 percent of all military procurement. 
Even the Defense Production Administration in the early days of its 
operation alerted procurement officials to the danger of larger con- 
cerns, with their concentration of economic power through accumu- 
lated resources of finance and managerial skill, exerting greater in- 
fluence in the councils of Government than their smaller competitors. 

In spite of warnings against needless concentration of defense pro- 
duction in large companies, the general pattern of procurement during 
World War II has been followed in this period of mobilization. 
Negotiation of major prime contracts with large and well-known 
suppliers is used more extensively than in any previous period in our 
history. The Attorney General warned that if the trend toward 
concentration continued, the Nation’s economy would face erosion 
by the increasing loss of small firms not given an opportunity to par- 
ticipate in defense production. Ultimately the practice would 
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eliminate a large number of small manufacturing concerns and would 
weaken our system of smalJl independent enterprises. 

It is recognized that during a period of national emergency, nego- 
tiation of contracts is used to accelerate the procurement of matériel 
which is needed to meet immediate demands. It is also recognized 
that a limited group of military products cannot be produced by small 
manufacturing plants. It is not necessary, however, to use negotia- 
tion to the extent that small-business concerns capable of supplying 
suitable items are denied the opportunity to enter the competition. 
The percentage of dollar value of prime contracts awarded to small 
business by formal advertising is consistently higher than the per- 
centage awarded to small business by negotiation. The low percent- 
age of dollar value of negotiated contract awards to small business is 
entirely due to the negative attitude of procurement officials. Based 
on reports of the Munitions Board, a charted curve shows that the 
historical award of military prime contracts to small business increases 
or decreases in direct ratio to the use of advertised bids or negotiation 
in procurement actions. In January 1951 small business received 
13.5 percent of the dollar value of contracts awarded by negotiation 
compared to 34.0 percent awarded by advertising. In September 
1951, small business received 16.2 percent by negotiation compared to 

72.4 percent by advertising. The same trend toward awarding small 
bsshtinaiek a lower percentage of dollar value of negotiated contracts 
than was awarded through advertising continued in fiscal 1952. The 
small-business share of the dollar value of negotiated contracts did 
not exceed 17.4 percent during any one month in 1952. On the other 
hand, the small-business share of advertised contracts exceeded 46.7 
percent during every month except May. 

Because of the many complaints from small businessmen, this 
committee persuaded mobilization officials to return to a wider use 
of advertised bids, particularly on common-use items and other end 
products or components which small plants could produce. Reports 
for April and May 1952 showed that the return to increased formal 
advertising almost doubled the percentage of contracts awarded to 
small business. The committee believes that many more items than 
those presently classified by buyers as small-business products could 
be supplied by small concerns. 

In response to the insistence of this committee and other groups, 
the use of advertised bids has been increased. There is still need for 
much wider use of formal advertising. 


SUBCONTRACTING 


Many procurement officials still insist that small firms should depend 
largely on subcontracting for their best opportunities to obtain defense 
work. There is abundant evidence that many relatively small manu- 
facturing establishments have the facilities, experience, skill, and 
available finances to perform prime contracts as well or better than 
larger and nationally known producers. Many of these small con- 
cerns may not be known to procurement officials as well as the big 
companies but the small business specialists and purchasers should 
be able to determine their competency to perform contracts on the 
basis of information in bids and description of facilities. Small- 
business concerns are ready to accept their share of subcontracts, but 
it is an unwise and unfair policy to place the best of the prime contracts 
with big companies before the facilities and capabilities of small com- 
panies are considered, 
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The stock answer given to small businessmen who ask procurement 
officials how to obtain defense contracts is to seek subcontracts. 
Then follows a story of the long and complicated procedure of reading 
synopses of prime contract awards and trying to find prime con- 
tractors, located in all parts of the country, who might let subcontracts 
to small concerns. It is a bewildering process that forces many small 
concerns to cease their efforts to obtain contracts and no doubt some 
of them either close down or restrict operations to the extent of 
irreparable losses to themselves, their employees, the community, 
even the Federal Government in income taxes, and ultimately to the 
defense program itself. Such conditions indicate that procurement 
agencies expect subcontracting to be used on a larger scale than is 
possible. This does not mean that subcontracting on a reasonable 
scale should not be done; it means only that the procedure is exag- 
gerated as a method of doing business with small companies. 

It is reported that some large prime contractors sublet from 10,000 
to 50,000 contracts for materials and component parts. Yet no rec- 
ords of the subcontracting activities of large integrated producers are 
available to enable one to reach sound conclusions on the extent and 
value of subcontracts to small business. The Munitions Board 
requested 130 prime contractors to submit reports on their subcon- 
tracting activities. Only 29 actually reported, so the survey was too 
limited to present a realistic picture of subcontracting. It 1s encour- 
aging to note the serious interest of defense officials in the subcontract- 
ing program and, as far as possible, their efforts to require prime con- 
tractors to increase their subcontracting to small concerns. ‘The Air 
Force says that only 10 percent of production business can be offered 
directly to small firms, but that a high percentage of the other 90 per- 
cent of contracts awarded to major prime contractors is subcontracted 
to small firms. A recent survey showed that about 46 percent of 
each prime contractor’s dollar was placed with subcontractors and 
suppliers, according to officers of the Air Force. 

DPA has taken steps to increase subcontracting by urging con- 
tracting officers to require prime contractors to sublet more contracts 
when possible, and by preventing large firms from expanding their 
facilities while available facilities for production exist. SDPA, the 
Military Department, and civilian agencies cooperated in holding 
fifteen Industry Assistance Clinics to effect a utilization in the defense 
program of the open production capacities created by low allotments 
of critical materials for civilian products in the first quarter of 1952. 
Of 3,128 firms that received less than 35 percent of base period usage 
of copper and aluminum, 1,127 sent representatives to these clinics. 
The representatives ,conferred with procurement officials and large 
prime contractors. The plants with facilities for prime and subcon- 
tracting were referred to prospective sources of contracts. The 
results of these clinics were as follows: 48 or 23 percent of 205 firms 
seeking prime contracts secured contracts in the amount of $10,589,- 
684; 58, or 34 percent, of 170 firms seeking subcontracts secured sub- 
contracts in the amount of $5,537,335. (See Chapter VII.) 


DEFENSE MANPOWER POLICY NO. 4 


When Defense Manpower Policy No. 4 was announced by the Office 
of Defense Mobilization many small businessmen feared that the 
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placement of contracts in labor surplus areas would create hardships 
for small businesses outside those areas. It became immediately 
clear that large companies in distressed areas would receive prefer- 
ence over small concerns not in such areas, regardless of whether or 
not the industry involved was in a distressed status. The Depart- 
ment of Labor classifies market areas according to the relative ade- 
quacy of labor supply. These areas are classified in four groups as 
(1) labor shortage, (2) balanced labor, (3) moderate labor shortage, 
and (4 ) substantial labor surplus. 

It banda obvious that existing directives to insure maximum 
small-business participation in defense production and interpretations 
of the DMP-4 provision that low proposals on contracts may be 
matched by an unsuccessful negotiator whose plant is located in a 
labor surplus area were in direct conflict. A committee of re presenta- 
tives of the Munitions Board, Army, Navy, Air Force, DPA and 
SDPA was appointed and instructed to submit recommendations to 
the Procurement Policy Board for the resolution of this conflict. It 
was finally determined that small business outside of labor surplus 
areas would not lose contracts to large companies in distressed areas, 
but. only to other small businessmen in areas of substantial labor 
surplus. It was later decided that all areas not classified by the 
Department of Labor would be exempted from the provisions of 
D\MP-4. Many small businessmen still maintain that DM P-4 rep- 
resents discrimination against one community in preference to another 
and is contrary to sound procurement practices. An amendment 
to the Defense Production Act in 1952 outlawing the practices of 
DMP-4 failed of enactment in the House only by the narrow margin 
of a tie vote. 


WHAT IS A FAIR SHARE FOR SMALL BUSINESS? 


Procurement officials persist in presuming that small business will 
receive its fair share of procurement without special and improved 
procedures to determine more accurately the contracts for end prod- 
ucts or components which should be distributed to small firms. The 
small businessmen ask only for fair treatment in competitive bidding 
or negotiation. The percentage of small-business participation in pro- 
curement will increase or decrease in direct ratio to the interest of 
responsible officials and the effective use of authorized procedures to 
guarantee to small firms equal opportunity to submit bids or to nego- 
tiate contracts. By this time it should be clear to procurement officials 
that Congress expects decisive and effective action on the small-busi- 
ness front. A specific small-business procurement target of at least 
35 percent or more of the dollar volume of military purchases is reason- 
able and attainable. 

In the monthly statistical summaries of procurement actions, there 
should be a breakdown indicating the dollar value of prime contracts 
which are capable of performance by small business and the percentage 
of that amount actually awarded to small firms. 

The essentiality and value of small-business enterprise to the 
American economy is not questioned by anyone. The idea that 
small business could make its greatest contribution in a period of 
mobilization by being granted a greatly increased share of civilian 
business has been suggested. It is true that most small businessmen 
would prefer to continue their normal civilian activities because of 
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the uncertainties and difficulties of obtaining and performing defense 
contracts at reasonable profit. However, it is too late in the present 
emergency to consider such an alternative policy with regard to the 
utilization of small-business facilities. 

The problem now is to spread defense production on a broad base 
so that small business can contribute its fair share to the defense 
effort. This is necessary not merely to help small concerns, but to 
accelerate full mobilization of all national resources, plant facilities 
and skilled manpower. Part of the failure to achieve this objective 
is due to a lack of intelligent determination and justification of what 
the small-business share should be. The criteria of what small 
business can perform have never been standardized, hence the absence 
of any well defined target on a percentage basis. There might be 
sound reasons for establishing a small-business potential of original 
contracts at 82.4 percent instead of the present 17.6 percent now 
awarded to small firms, if all factors were analyzed and accepted. 
Certainly the present percentages established by the military depart- 
ments as suitable for small-business performance are too low. In 
the Munitions Board report for May 1952, the total average of the 
small-business potential for all services was 29.9 percent but only 
59.6 percent of this was actually awarded to small business—17.6 
percent of the total awards to all businesses. This is the approximate 
average for anv one month. During World War II the percentage 
of awards to small business continuously increased from 12.8 percent 
of the dollar value of contracts in 1943 to 30.4 percent in 1945. Some 
informed procurement officials have expressed the opinion that small 
business could handle a minimum of 42 percent of defense production. 

This chapter on Government procurement policy in regard to small 
business has presented a fairly complete picture of the procurement 
activities of the major procuring agencies of the Government. It has 
also pointed out the most patent, defects in administeri ing the policy. 
These findings indicate clearly the need of specific ¢ hanges in the inter- 
pretation and execution of policy if the objective of a greatly increased 
small-business share of total procurement is to be attaine id. Although 
there are other important reasons for insisting on changes, this chapter 
is concerned mainly with the small-business point of view. 


CENTRALIZED PROCUREMENT BY A CIVIL AUTHORITY 


The growing indication that unification of the Armed Forces does 
not sufficiently exploit the benefits which might be realized in procure- 
ment leads to the conclusion that these functions could be more effec- 
tively performed by a centralized civil authority. Centralized pur- 
chasing would eliminate duplication and remove unnecessary com- 
plexities which business firms now encounter in dealing with the 
military departments. Such a plan contemplates limiting the military 
to the power of requisition, with the power of procurement assigned 
to a civilian group trained and experienced in the exacting science of 
procurement methods. A unified procurement policy is improbable 
unless this or a similar. plan is adopted. 

A forward step in the wider use of unified purchasing was taken by 
the establishment of the Armed Services Textile and Apparel Agency. 
The Chairman of the Munitions Board referred to the plan as— 
most economical and effective for the procurement of clothing and footwear and 
textile items for the three military services, 

26934—53——18 
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Procurement of these items will involve an annual expenditure of 
approximately $2 billion. Defense officials anticipate the completion 
of a standardized catalog of textile and clothing items within the next 
four months. In a press conference of August 18, 1952, the Secretary 
of Defense is reported as saying that the establishment of a centralized 
procurement authority is one of his favorite aims. He further stated 
that 75 percent in dollar value of military purchases, including hard 
goods, is being handled by centralized purchasing, either by single 
service procurement or other methods. 

Impetus for unified buying started with an amendment to the 
Armed Services Appropriations Act of 1953. This amendment re- 
quired the Department of Defense to do its procurement, transporta- 
tion, warehousing and servicing operations under directives to be 
approved by the Secretary on or before September 8. On September 
5 he issued two directives (No. 4000.8 and No. 4000.9) on the subject, 
“Military Supply System Regulations.” 

One directive explains the general principles governing the regula- 
tions with regard to procurement procedure, the use of commercial 
and industrial- -type facilities of each of the military departments by 
other departments, and the establishment and maintenance within 
each service of one single supply and inventory control point for each 
category of items. It requires cataloging and standardization of 
items, conservation of equipment and materials, utilization and dis- 
posal of property and material, transportation, and traffic manage- 
ment, production, personnel and training and requirements review. 
The second directive allocates responsibility and authority for imple- 
menting the principles and procedures outlined in the former direcuive. 

The section of the first directive on procurement relates to continued 
improvement of procedures by reducing contract preparation time, 
simplification and standardization on contract forms, and proper use 
of formal advertising and negotiation in the placement of contracts. 
Single procurement in the form of single department, joint agency or 
plant cognizance is required whenever it will result in net advantages 
to the Department of Defense as a whole. Under distribution the 
directive requires that integrated supply of common-use standard 
stock items will be developed. The use of standard specifications by 
all procuring agencies will be helpful to prospective contractors. 
These provisions may improve certain procurement procedures but 
they do not indicate definite progress toward the goal of centralized 
procurement by a civilian authority. 

The expenditure of billions of dollars for thousands of items of 
supply and equipment for the military establishment is a stupendous 
task, requiring extraordinary experience, sound business judgment and 
sagacity in the negotiation of contracts. Since 1948 the Federal 
Government has appropriated more than $240 billion for military 
services, atomic energy and international aid. Budget estimates for 
supplies, materials, and equipment for fiscal 1953 total $43.8 billion. 
The military departments will receive 97.9 percent of these estimated 
obligations. In 1952 total obligations for all objects were $61.9 bil- 
lion, 68 percent of which was obligated for supplies and equipment. 
There can be no sound argument against a plan to place the manage- 
ment and control of these tremendous expenditures in a special group 
composed of experienced businessmen. Nevertheless, the plan faces 
strong opposition every time it is brought up for consideration. 
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The passage of the Unification Act in 1947 set up overall unified 
supervision at the Department of Defense level, but unification of 
procurement and supply was left on the basis of coordination of the 
Military Services rather than control. Existing frictions between the 
services increased and each service continues to operate its own procure- 
ment and supply system in competition with the systems of the other 
services. Opposition springs from a fear of losing certain prerogatives 
and disrupting the easy and accepted ways of doing things. The 
granting of a new Charter to the Munitions Board is a favorable step 
in the right direction but there is still need for additional mandatory 
requirements. 

In recent months, Congress has shown less patience with delays and 
inefficiencies in procurement procedures. A bill to create a civilian 
agency for military procurement was introduced in the Eighty-second 
Congress but was not considered because Congress adopted the substi- 
tute amendment to the Appropriations Act providing that no appro- 
priated funds shall be spent for procurement, production, warehousing 
and distribution of supplies and equipment unless in accord with the 
policies laid down by the Secretary of Defense. The directive issued 
to carry out the provision of this amendment, coupled with the new 
Charter authority granted to the Chairman of the Munitions Board, 
could be a potentially significant document. The Chairman now has 
direct authority to use the powers vested in him by the Secretary of 
Defense. These provisions give the Secretary of Defense a more 
effective organizational base for the performance of his duties to 
eliminate overlapping and duplication within and among the military 
departments. 

Disappointment with results of operations under the unification 
plan clearly indicate the need of a stronger legislative mandate for 
centralized military procurement by a civilian authority. The core 
of the civilian group would be its trained purchasing employees. The 
heads of the military service would have authority to determine their 
program requirements and to submit requisitions for supplies and 
equipment. Military personnel would retain its supervision of design, 
development and use of the items to be purchased. 

It would not be necessary to enlist a large group of personnel for 
this type of agency. The administrator and his chief assistants should 
be successful and experienced businessmen appointed by the President 
by and with the consent of the Senate. When such a plan receives 
favorable support, further details with regard to the establishment, 
operations and function of the agency could be incorporated in pro- 
posed legislation. 

The institution of unified procurement under the centralized control 
of a civilian group, it is safe to predict, would save time and money, 
confusion and duplication in the purchase of munitions. It would 
distribute more equitably defense production to all sizes of business 
in our economy. Small business would have greater opportunity to 
obtain its fair share of military procurement, as has been demonstrated 
in civilian procurement by a central purchasing group composed of 
qualified and trained civilian personnel recruited from business itself. 
At a time when more dollars than ever before are being spent for 
military requirements, it is a safe prediction that billions of dollars 
could be saved by more businesslike procurement methods. 
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CHAPTER VI 
SMALL BUSINESS—GOVERNMENT COUNSELING 
THE NEED FOR A UNIFIED PROGRAM 
THE CONGRESS AND SMALL BUSINESS 


Today, as earlier, the public concern for small business extends 
beyond measures to correct current difficulties arising out of the mobi- 
lization program. It extends to the entire role of small business in 
our economy and to the creation of an economic climate in which small 
business can attain its maximum strength and significance. Small 
businessmen, as men in all walks of life, range from those well qualified 
by education and experience and with adequate capital to those 
who have little or no knowledge or experience and who have barely 
enough capital to begin operations on a limited scale. Between these 
two extremes are millions of independent businessmen in the manu- 
facturing, distributing and servicing industries who thrive and succeed 
so long as the handicaps of the race are equal. 

Throughout our history, the Congress has re« “ognize «1 the necessity 
of maintaining a balance in trade and commerce which will provide 
an equal opportunity for all. It is also history that the C ongress acts 
when the scales are out of balance. Our system of free competitive 
enterprise may not otherwise be maintained. Since our structure of 
business growth is built almost without exception on the foundation 
of small beginnings, the urge to assist and preserve small business is 
logical and reasonable. 

‘Recognition of this responsibility by the Congress is reflected in 
recent legislative acts and proposals for the dissemination of infor- 
mation, financial and technical assistance and other media to provide 
counsel to small business firms. This interest does not spring from 
a paternalistic attitude of protecting the weak against the strong, 
but from the realization that the preservation of small business is 
necessary for the protection of the consumer, the worker, the farmer, 
and our system of free enterprise. Bona fide competition protects 
the consumer from excessive prices, gives the worker an opportunity 
to seek employment in a large number of separate businesses and 
gives the farmer a wider market for his product. 

In other chapters of this report, attention has been called time and 
again to many of the difficulties facing small business. These prob- 
lems have been the basis for positive programs on the part of the 
Federal Government. But, in addition to these programs of remedial 
action for the alleviation of the more acute problems, there is need 
for a permanent program as well if we are to overcome some of the 
inherent handicaps under which small business has been forced to 
operate. 
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MOBILIZATION PROBLEMS 


It is necessary to look to the abnormal conditions that exist in our 
present-day period of partial mobilization with its emphasis on defense 
activities and defense production for a full understanding of the reasons 
why Federal assistance has been increased. Under normal conditions 
the greater proportion of small manufacturers and processors prefer 
to engage in civilian production rather than undergo the time-consum- 
ing and laborious procedure of obtaining Government contracts. 
However, in a period of mobilization much peacetime production is 
supplanted by the manufacture of military items and many small con- 
cerns must seek Government contracts for this military production if 
they are to stay in business. Faced with the necessity of obtaining 
Government business, many of these firms encounter major obstacles 
in the accomplishment of this goal. In addition to the difficulty of 
securing Government contracts, the need of additional working capi- 
tal, and of increased facilities, must be met. There is need also for 
greater and more advanced technical knowledge, managerial skills, 
and business information. These factors accentuate the desirability 
and, in fact, the necessity of continuing a strong program of counseling 
if such firms are to remain active and ready to maintain the production 
which is needed in a period of all-out mobilization. 


MANAGERIAL PROBLEMS 


In viewing the small business world as a whole, it has been found 
repeatedly that a sharp contrast exists in the degree of success achieved 
by competitors of the same relative size and type of business, and 
under similar externai conditions. The caliber of management has 
been the most decisive factor in influencing the success or failure of 
many such small enterprises. The day of operating a business by 
the trial and error method is rapidly giving way to modern scientific 
ideas. The period in which an individual can make a success of a 
business venture relying solely on his native talent is rapidly fading 
from the scene. We have graduated into an era in which complexity 
has replaced simplicity in the business field. To survive, it is necessary 
that management be alert, well informed, and to keep abreast of daily 
changes in his particular field. Failure to do so has caused many of 
our small businessmen to be lost in the ebbing tide of a business 
disaster. Their management methods were not slequate to meet 
present-day competition. The smaller businessman in order to 
strengthen his chances of survival must be aware of accepted cost 
practices, financial ratios and other operating standards which enable 
him to test and improve his position both financially and marketwise. 

Even among small enterprisers who have managed to succeed while 
their businesses were within the compass of one-man control, weak- 
nesses in management have come to light. These weaknesses have 
proved to be crucial problems when the business grew to a stature 
that required some recognition of departmental organization and 
discipline. 

To make the statement that small business generally needs to 
improve its level of management efficiency is not to assume a patroniz- 
ing attitude toward small business. While the small owner-man: wer 
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does not have to contend with intricacies of a highly departmentalized 
organization, he must to a lesser degree meet the same general prob- 
lems. ‘This requires a continued appraisal of his activities to make 


certain that they add up to a successful business operation. ‘This is 


often impossible for two important reasons: (1) because of the multi- 
tude of duties that must be performed and (2) because of the inability 
to take an unprejudiced view of the flaws in his organization. 


TECHNICAL AND INFORMATIONAL PROBLEMS 


Another apparent weakness of small business is the lack of ade quate 
facilities needed to keep abreast of technological advances. The 
average small firm cannot maintain a laboratory. Material of a 
generalized nature is often available through Government agencies, 
but even then the individual firm is not always able to take advantage 
of this service because it lacks the facilities for interpretation. 

Trade associations have been a most important source of informa- 
tion for particular industries. They commonly keep members in- 
formed of developments that pertain to their industry. While these 
associations have performed valuable service in this connection, the 
smaller firms have not always been afforded the opportunity of taking 
advantage of this service. 

Bureaus of business research associated with State and private 
universities also supply much current and analytical information. 
Some of these institutions act as primary collection agencies for 
current economic and business data of general interest or applying to 
specific industries. This information is valuable but many small firms 
are unable to adapt it to their particular conditions because of its 
lack of specificity. 


COORDINATION 


Any program is valueless unless it is properly coordinated. 
Practically every Department and agency of the Federal Government 
is at least “‘small business conscious.” State governments in recent 
years have been in the forefront of the small-business movement. 
“ven smaller geographical units, including counties and municipalities, 
are alert to the economic value of small-business concerns within their 
borders. Associations of manufacturers, wholesalers and retailers 
are today emphasizing the worth of our smaller business units to our 
competitive economy. 

We must not fail to take advantage of the tremendous upsurge of 
interest which recognizes the inestimable value of the small-business 
movement to our Nation. If we are to capitalize on what appears 
to be a unanimity of agreement in business and Government, we 
must acknowledge the need for a coordinating agency. Such an agency 
must have an independent status and a broadened charter which will 
permit it to cooperate fully with all governmental subdivisions and 
with business and trade associations. This committee is of the 
opinion that the greatest effectiveness may only be attained through 
a Federal agency “such as the Small Defense Plants Administration. 
Although the cost is small, the value to our economic well-being is 
beyond calculation. 
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SUCCESS OR FAILURE 


The basic reasons, as have been pointed out, for the adoption of a 
strong program of counsel to small firms are, (1) their importance to 
the competitive system in maintaining a free market, and (2) the great 
production potential of these small firms in mobilization periods. 

The conserving of small enterprises is in accord with one of the oldest 
and strongest of our economic principles, that of saving and promoting 
competition. In our modern industrial economy, small business is 
responsible for active competition at all levels of production and 
distribution. In ordinary times, and under ordinary conditions, the 
only consideration asked by small and independent business is an 
equal opportunity to compete in the market place. During the post 
World War II period, small-business concerns engaged in manu- 
facturing and processing were beset with scarcities of materials at a 
time when consumer demand was at the highest point in our history. 
The retail and wholesale merchants suffered in like proportion because 
of their inability to secure merchandise. Moreover, the instability 
of prices and the difficulty of obtaining financial aid added greatly to 
the insecurity of many small businesses during these years. These 
postwar handicaps, in combination with the adverse effects of the 
present period of partial mobilization have lessened considerably the 
competitive position of small business in our economy. 

The performance of small business during World War II pointed up 
the great production potential that is available during periods of great 
crisis. ‘The small-business resources of our country were effectively 
marshalled when we reached a full war footing in 1943. Risks of the 
future as seen in mid-1952 add a premium to the value of these 
small firms. 

The past decade with its abnormal war and postwar years has 
witnessed a continual decline in the position of small business. If 
small business is to make its important and necessary contribution 
to the welfare of our Nation, this decline must be stopped and ade- 
quate measures must be taken to strengthen the economic position 
of our small firms. While a single company may be of little signifi- 

cance competitively, a group of small companies in any field may be 
a decisive factor in keeping competition alive, and in meaning the 
difference between success and failure should we become engaged in a 


third World War. 


CHARACTER AND GENESIS OF THE FEDERAL PROGRAM 
DEVELOPMENT 


The desire to keep our economic power distributed among many 
independent proprietors is one that dates back to the past century. 
This is demonstrated in our antitrust laws, in our fair trade acts, and 
many other legislative enactments. Immediately prior to World War 
II, the depression of the 1930’s with its disastrous effects on many 
small firms led the Federal Government to develop a program of 
dissemination of business information. Included in this program were 
population factors, number and sizes of businesses and various trends 
in production, money and banking, prices, and payrolls. 

During the war, the Government went considerably beyond the 
dissemination of business information. The Congress recognized that 
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in a period of wartime economy with its shortages in materials and 
lack of civilian production, small business must be helped if it were 
to remain healthy and make its necessary contribution to the war 
effort. Asa result of this recognition, the Smaller War Plants Corpo- 
ration was established. This agency carried on a program of counsel- 
ing small business by aiding in securing Government contracts, by 
ac quainting small firms with production opportunities, by securing 
prime contracts and subcontracting to these firms, by making av ail- 
able technical advisors to facilitate performance of contracts, and by 
administering a loan program for the benefit of these small concerns. 

A continuation of some of the non-financial functions was con- 
templated when the activities of the SWPC were transferred to the 
newly created Office of Small Business in the Department of Com- 
merce in 1946. This plan, however, did not fully materialize and the 
program of the OSB developed into one of supplying informational 
and educational advisory service and stimulating its use through 
various business and educational institutions. While this program 
was considerably weaker than that carried on by SWPC, it was 
stronger than the prewar program whic h placed no particular emphasis 
on small-business activities. 

The Office of Small Business in Commerce continued as the nucleus 
of the counseling program for small business until the outbreak of 
hostilities in Korea and the subsequent transfer of this office to the 
National Production Authority. During the ensuing period of partial 
mobilization with its cut-back in civilian production, shortages in 
materials, and increased Government spending, it was again evident 
that a much stronger program of aid to small business was necessary 
if it were to remain a significant segment of our economy. In recog- 
nition of this fact, the C ongress established the Small Defense Plants 
Administration to administer a program of aid somewhat similar to 
that carried on by SWPC during World War II. 

While these agencies have been the nucleus of the small-business 
program, another important aspect has been the functioning of the 
offices of small business in the various agencies, in carrying out that 
part of the over-all program that pertained to their particular agency 
or department. This committee recognized long ago the necessity 
of small-business units in the agencies if this program of fair and just 
treatment to small business were to become fully operative. It was 
at the insistence of this committee that most of the existing offices of 
small business were established. 


ORGANIZATION AND PROCEDURE 


The responsibilities for administering the small-business program 
have been delegated to two types of agencies. One of these is the 
Small Defense Plants Administration which was created by the Con- 
gress as an independent agency with the sole function of assisting 
small business during the present emerging period. 

The second type includes small-business offices which have been 
established within existing agencies and departments. ‘These offices 
are set up by administrative action by the head of the agency and 
are responsible to him. The main emphasis in these units is placed 
on safeguarding the interests of small business as they might be 
affected by the work of that particular agency or department. 
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The organizational status of these small business"units}withinflarger 
departments falls into one of three categories. One is the assuming 
of the responsibilities of the small-business program by an established 
division of the agency. A second method has been the establishing 
of a small-business office within a division of the agency. The third 
has been the establishment of an Office of Small Business at the 
policy-making level. 

Many questions have been asked on the advisability of establishing 
offices to carry out the functions of the small-business program. The 
experience of this committee in dealing with the executive depart- 
ments and agencies shows that unless a particular office is specifically 
charged with the duties and responsibilities relating to small business, 
the activity becomes collateral and is often lost in the pressure of 
other duties. Officials charged with the administration of an entire 
operation should not be expected to spend a disproportionate amount 
of time on a single component part of the operation. This very fact 
often causes officials to be unduly criticized for not taking more in- 
terest in small-business problems. 

As stated above a second method has been the establishing of 
small-business office within a division of the agency. While this 
method is more satisfactory than no specific office to handle these 
functions, such ‘offices are often submerged in the organizational 
structure to the extent that they lack the authority to carry on an 
effective program. 

The third method as previously mentioned has been the establishing 
of an Office of Small Business at the policy-making level in a depart- 
ment or agency. This position assures a greater degree of responsive- 
ness to the suggestions and recommendations of this office. One of 
the apparent weaknesses in this method has been the tendency by 
some agencies to establish the Office of Small Business at the policy- 
making level and then de legate it no authority other than the power 
of persuasion. Under these circumstances great emphasis has been 
placed on the ability, personality and influence of the director rather 
than on the functioning of the office. While in some agencies Offices 
of Small Business have been of real service, in others they have been 
of doubtful value. 

Execution. of the Government program is dependent upon Con- 
gressional action and Executive and Administrative orders. While 
the general overall program is a result of Congressional action, the 
actual methods employed are usually the result of administrative 
interpretation. This method has not always proved successful be- 

cause of misinterpretation of the will of the Congress by the agencies. 

ie a result, the Defense Production Act of 1950, as amended by 
Public Law 96 of the Eighty-second Congress, is quite specific in 
enumerating many of the functions of the Small Defense Plants 
Administration. 


SMALL DEFENSE PLANTS ADMINISTRATION 


While no attempt will be made here to discuss in detail or to eval- 
uate the program of the Small Defense Plants Administration, it is 
appropriate to mention certain of the functions of that agency per- 
taining to informational and educational aids to small business. 
(The operations of SDPA are reported in full in Chapter VII.) 
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On February 5, 1952, the President transferred certain authority 
from the Office of Small Business, National Production Authority, 
(within the Department of Commerce) to the Small Defense Plants 
Administration. Among those functions transferred were the de- 
velopment and distribution of managerial aids for small business. 
This program in SDPA is presently known as the Management 
Service Program - consists of three publication series, namely, 
Management Aids, Technical Aids, and Production Notes. 

The management aid series in Commerce was started in 1946 under 
the name of Small Business Aids. It consisted of brief reports cover- 
ing many problems peculiar to the retail, distribution and manu- 
facturing trades. Prior to Korea 519 of these reports had been 
published. The present SDPA management aids are written, as were 
the small business aids, by either professional management engineers, 
other qualified persons in private industry, or Government officials 
familiar with the subjects under consideration. These aids range 
from two to six pages, are processed for quick reading and cover two 
different types of managerial problems. One is concerned with the 
relationship of small manufacturers with their Government, a typical 
example of which is ‘How Small Plants Can Sell to the Federal 
Government.”” The other includes analyses of current business 
policies and practices, such as “Adequate Production Control” and 
“Reducing Accident Costs in Small Industrial Plants.” 

Soon after the outbreak of hostilities in Korea the Office of Small 
Business in NPA supplemented the Smal! Business Aid series with 
a publication entitled “Defense Production Aids.”’ This was an at- 
tempt to aid those small firms engaged in defense work. The tech- 
nical aids series in SDPA has replaced these “Defense Production 
Aids.”’ These short, four-page illustrated leaflets are prepared by the 
Office of Technical Services in the Department of Commerce on sub- 
jects selected by SDPA. They attempt to present the latest einliiee 
to the technical production problems of the smaller manufacturers. 
Examples of those issued recently are “Proper Alignment of Machine 
Tools,” “Sharpening of Drills, Lathe Tools, and Milling Cutters,” 
and “Precision Measurment of Work Pieces.”’ 

The series known as Production Notes had its genesis in the technical 
advisory service of Smaller War Plants Corporation. It was con- 
tinued by the Office of Small Business in Commerce when SWPC was 
dissolved. Production notes are concise explanations of improved 
shop practices as applied to specific products, machines, tools, and 
processes. They are produced through the cooperative efforts of 
SDPA and the Office of Technical Services of the Department of 
Commerce. These notes are asserabled from reports previously pre- 
pared by the Office of Technical Services in response to requests from 
indiv idual small firms for help in solving particular problems. If the 
problem is common to an industry or segment of industry, the reply 
is recast and made available to the entire industry. These shop notes 
now include some 145 items end a library of 500 is planned by the end 
of fiseal 1953. Typical of the first 145 titles are the following: “Ce- 
mented Carbides for Cutting Dies,’ “Tinning by Hot-Dipped 
Methods,” and “Soldering Small Brass Parts.” 

These publications will not cover all problems that will doubtless 
arise. SDPA, therefore, has set up a program whereby questions 
which cannot be answered on the spot by the Field Offices may be 
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forwarded to Washington for study and reply. Here the answers will 
be secured from the files or through original research. 


DEPARTMENT OF COMMERCE 


In the reorganization resulting from the transfer of the non-financial 
functions of the Smaller War Plants Corporation to the Department 
of Commerce after World War II, an Office of Small Business was 
established in the Department’s Bureau of Foreign and Domestic 
Commerce. This continued until 1948, when a lack of funds made it 
necessary to reassign this function to the Office of Domestic Commerce 
as the Small Business Division. The division’s program for small 
business included assistance on problems of management and finance, 
business practices, and Government procurement problems. In 
June 1950, the division was transferred to the Office of Industry and 
Commerce and its functions are now located in the Office of Small 
Business in the National Production Authority within the Department 
of Commerce. Following its establishment in 1946 this office carried 
on an extensive program of informational and educational counsel to 
small business through direct contacts with small businessmen, trade 
associations, and universities and colleges. However, upon its 
inclusion in NPA, with the strong emphasis on the requirements of 
the Defense Production Act, much of this earlier activity was dis- 
continued. As a result of the transfer to NPA, a major part of the 
current activity of the Small Business Office has been necessarily 
devoted to the problems of small business in obtaining materials. 
The head of the OSB “sits in” on the development of policy and 
procedures of the NPA. This office also has the responsibility of 
reviewing all orders and regulations issued by NPA and attempts to 
point out provisions unfair “to small business 

Another action of the OSB has been the preparation of quartesly 
reports indicating the impact of the allotment pattern on those con- 
cerns receiving the lowest allotment under the Controlled Materials 
Plan. This report is in the form of a listing of some 3,500 companies 
indicating the products which they normally manufacture and their 
availability for future production. This listing is furnished to all 
purchasing offices of the Government as well as to a great number of 
prime contractors for use in developing available sources of supply. 

While some of the functions of the Office of Small Business were 
transferred to SDPA upon the latter’s establishment, the OSB retains 
many of its original functions and has a definite responsibility to small 
business. Among other duties it has the responsibility of counsel and 
aid to the retail and distribution trades. Although these duties assume 
a secondary role in periods of emergencies, it is necessary that a source 
be maintained where these firms may seek advice and information. 

At the close of World War II, the Department of Commerce, the 
War Department, and the Veterans’ Administration cooperated in 
publishing a series of manuels on how to operate various types of small 
businesses. ‘This series was known as the “establishing and operating” 
series and included such subjects as service stations, grocery stores, 
motor courts and others. These books contained much useful basic 
information and received a wide distribution. Although most of 
these are still available, they are on the whole badly in need of revision. 
This series could again perform a useful service to those wishing to 
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open a small retail business as well as to those businesses already estab- 
lished. Plans are presently under way in the Office of Small Business 
to revise and republish this series. A lack of funds has been the pri- 
mary reason for not having made a revision in the past three years. 

Another popular series published by the Office of Small Business 
was the Small Business Problems series. Some of these manuals were 
entitled “Basic Industrial Location Factors,’ ‘‘Record-keeping for 
Retail Stores,” ‘Small Business and Government Regulations,’ and 
“The Small Businessman and Sources of Loans.’”’ This series also is 
out of date and badly in need of revision. 

While these two series were the most popular, they did not constitute 
the entire program. One of the most useful publications of this office 
was the Government Procurement Manual. This Manual contained a 
current list of commodities purchased by the Government and the 
location of the purchasing offices responsible for buying each item. 
It has been of aid to those firms wishing to contact procurement 
offices so that they may obtain Government contracts. The future 
printing and distribution of this Manual has recently been transferred 
to SDPA. 

As a result of an agreement between the Department of Defense, 
Department of Commerce and the General Services Administration, 
it is now possible for the small manufacturer to receive advance 
information on intended Government purchases. This has been 
accomplished through the publishing and distribution of a daily 
“Consolidated Synopsis of Proposed Procurements and Contract 
Awards Information.’ It serves a two-fold purpose for the small 
manufacturers: (1) it provides information on contracts to be awarded, 
showing those set aside for small business through joint determination 
by SDPA and the contracting offices, denoting the procurement 
office having jurisdiction; and (2) it gives information on contracts 
that have been awarded recently. This information benefits those 
firms wishing to obtain subcontracts in a particular field. This 
publication is available through approximately 6,000 outlets across 
the country, including field offices of Government agencies, chambers 
of commerce, and civic clubs. 

These are the principal publications on management aid issued by 
the Department of Commerce. Others take the form of special 
reports on more specific problems. A great amount of work in this 
direction is done by the Office of Technical Services in cooperation 
with the Office of Small Business. 

Prior to the transfer of the Office of Small Business to NPA, one of 
its objectives was a program of cooperation with the colleges in 
developing courses of interest to those desiring a career in small-business 
management and ownership. As a result of this program a course 
outline was developed and distributed to many schools. ‘The primary 
purpose of this outline was to provide a list of topics for educational 
activities and to note a number of pertinent references by topic and 
level of instruction. 

For businessmen seeking information as to the experience of others 
in operational problems, the Office of Small Business developed ma- 
terial for the assistance of management. This information was made 
available to trade association and trade publications which in turn 
passed it on to their members in an effort to improve their business 
techniques. 
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One of the methods by which universities and schools of business 
administration have been helpful to businessmen is through the 
development of research into many of the problems of business. In 
cooperation with this program, the Office of Small Business compiled 
and published a listing of suggested research topics which was furnished 
to the schools and from which many research topics were developed. 

In carrying out its basic responsibility for advancing the interest of 
small business, the Department of Commerce has engaged in various 
types of research relating to the position of small enterprises, their 
problems and possible solutions of those problems. The following 
specific projects are typical of the activity in this field: 

1. Study of the corporate net income structure, with particular 
regard to its impact on small business. 

2. A study of the “Degree of Concentration of Output in 452 
Manufacturing Industries, 1947.” 

“Proposal for Classifying Manufacturing Concerns by Size.”’ 

4. “Size Classification of Manufacturers.”’ 

The proposal (4 above) for classifying manufacturing concerns by 
size followed the pattern set forth in the committee’s bill to establish 
the SDPA (i. e., “‘to determine within any industry the concerns . 
which are to be designated ‘small business concerns’ ’’). 

After the transfer to NPA the research activities of this office 
became important in helping to determine the basic policies of NPA 
in the materials control program with respect to small business. The 
following are examples of this program: 

1. Studies of the impact of CMP on small concerns in the metal 
working industry. 

2. Ai report on small-business participation in the industrial expan- 
sion program, based on the analysis of over 20,000 applications for 
certificates of necessity is currently being prepared. 

On the whole, it must be concluded that the Office of Small Business 
of the Department of Commerce (in the Bureau of Foreign and 
Domestic Commerce and in the National Production Authority) has 
been ineffective. This Office has had little standing with the Industry 
Divisions of NPA. This committee attempted to work through the 
OSB in the early days of the National Production Authority but soon 
found that results achieved were far from satisfactory. Recourse to 
direct contact with officials of NPA in control of the various materials 
programs was productive in alleviating many small-business materials 
problems. Without this direct contact with the Industry Divisions it 
is doubtful that much would have been accomplished. With few 
exceptions the NPA Industry Divisions have given the committee 
fine cooperation. 


RECONSTRUCTION FINANCE CORPORATION 


The nucleus of the counseling program for small business in RFC 
is the Office of Small Business. This Office was established in 1946, 
and is self-contained, embracing no internal organization. In brief, 
this Office is responsible for financial assistance to small enterprises 
pursuant to the authority delegated to it by the Administrator. One 
of the most important duties of this Office is in the determination of 
the small-business policy of the Corporation. 
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The program of counseling small business in RFC is limited by the 
RFC Act which prohibits the solicitation of loans. This Act also 
provides that no loan may be made by RFC if it is available from other 
sources. Many of the actions of the Office of Small Business, however, 
are essentially a counseling to small firms in the strict sense that it 
performs an aid to small business. This counseling may be divided 
into two phases, (1) review of small-business applications, and (2) 
advocacy of loans to eligible small firms. In reviewing these appli- 
cations, the Office of Small Business assumes the responsibility of 
determining whether or not a basis exists for granting a loan. If, 
after a review of the application, a basis is found for making a loan, 
then the second phase of this program becomes operational, that of 
recommending that the loan be made when it goes before the Admin- 
istrator for final action. In evaluating the extent of this program it 
is necessary to consider the factors which determine whether or not a 
firm is eligible fora loan. These involve determination of availability 
of the loan from other sources and the desire of banks to participate 
in making the loan. Through these actions several ways are open 
to the small firms for securing loans, even though the end result may 
not be a direct RFC loan. 

Another related activity is the so-called ‘public service’’ function 
performed by the Office of Small Business. In many instances, cases 
are investigated and reviewed by this Office, with a favorable recom- 
mendation resulting. Through this action and based upon the favor- 
able recommendation of the Office of Small Business, individual banks 
make the loans to the companies involved. This function may be 
described as a counseling function because it enables a loan to be 
made even though it involves no outlay of RFC funds. 


The committee feels that this Office has performed a commendable 
job in assisting small firms in securing necessary financial aid. It is 
interesting to note that this Office, unlike many offices of small busi- 
ness, has been set up with both operational and policy functions. 
More important, perhaps, is the fact that it has been given the author- 
ity to actually perform these duties. 


DEPARTMENT OF DEFENSE 


The counseling of small business by the Department of Defense has 
been confined to the field of contract procurement. This program is 
not a program of direct aid but rather one at the policy level which 
seeks to improve the conditions surrounding military procurement so 
that small firms may secure a just share of these purchases. The 
principal impetus for the Department’s present small business pro- 
gram, as has been pointed out, was the April 5, 1951, policy statement 
of the Secretary of Defense. This statement substantially paraphrased 
the bills then pending in the Congress to create a Small Defense 
Plants Corporation. 

The nucleus of this program has been the Office of Small Business 
in the Munitions Board. In the language of the Department of 
Defense, this Office is charged with the responsibility of establishing 
Department of Defense policies, plans, programs and procedures for 
the proper utilization of the resources of small business in support of 
current procurement programs and for the integration of such re- 
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sources in the development of plans for the mobilization procurement 
programs of the Department of Defense and to coordinate all activities 
of the Department of Defense relating to small business. 

One would assume by the language of this section that the Office of 
Small Business holds an important place in the organizational structure 
of the Munitions Board. It must be emphasized, however, that this 
office has been delegated very little authority to perform effectively 
the functions assigned to it. It is recognized that this office is 
limited in its transactions with procurement offices and that it must 
rely more on its persuasive ability than on any actual delegated 
authority in the performance of these duties. If its present twilight 
status is to continue, the elimination of this Office would create little 
or no void in the small-business program. In fact, abolishing the 
Office of Small Business of the Munitions Board would likely serve 
to clarify the small-business program of the Military Establishment. 
Although OSB was established at the request of the House Small- 
Business Committee, it has failed to live up to expectations. 

A second and related phase of the Department of Defense program 
of counseling to small firms is the work of the small-business divisions 
in the separate services. The program of counseling in these offices is 
also confined in most instances to the field of contract procurement. 
In this connection, the establishment of small-business specialists in 
each of the procurement offices of the various services was a decision 
of great potential importance to small business. This program has 
been described as the key to the small-business program of the mili- 
tary. These specialists can and should be of great help to small firms 
seeking military contracts. 

Among other functions, small-business specialists are directed to 
serve as a contact point for small businesses; to locate small business 
sources for anticipated procurements; to screen prospective procure- 
ments to determine whether they are suitable for performance by 
small business; to make recommendations regarding the competency, 
capacity, and credit of small businesses; and the issuance of certificates 
of necessity, DO ratings, financing, and the furnishing of equipment 
tosmall businesses. Theymay recommend the awarding of a contract 
to a specific small-business firm to broaden the base of procurement; 
recommend changes in policies or the formulation of new policies to 
increase small-business participation; certify business enterprises as 
small-business concerns; and make recommendations regarding policies 
relating to subcontracting. 

Some of these duties are similar and collateral to those of the Small 
Defense Plants Administration. There is one important distinction, 
however. The small-business specialist does not have statutory 
authority. He is subject to the jurisdiction of the head of the par- 
ticular procurement office to which he is assigned. On a practical 
basis, he can be only as effective as the head of the procurement office 
desires him to be. This is especially true in the case of small-business 
specialists who are members of the Armed Forces. 

Recently the Army, Navy, Air Force, and Marine Corps have each 
issued a booklet explaining in some detail how to sell to the Services. 
These are in many ways similar to the Government Procurement 
Manual discussed previously. They do, however, give more detailed 
information on how to transact business with the individual Services. 
These booklets have done much to eliminate the mystery connected 
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with obtaining Government contracts. While these are the only 
publications released by the Department of Defense on this subject, 
many of the procurement offices throughout the country have issued 
informational pamphlets which have been helpful to firms desiring 
contracts with these particular offices. 


MUTUAL SECURITY AGENCY 


The Mutual Security Act of 1952 provides that the Mutual Security 
Agency shall assist American small business to participate equitably 
in furnishing items purchased with MSA funds. This is a continua- 
tion of the small-business policy urged by the committee and adopted 
by the 8lst Congress in an amendment to the ECA Act of 1948. 
MSA has the responsibility of making available to American small 
business information regarding proposed purchases, and of making 
available to prospective foreign purchasers information regarding 

oods produced by small independent enterprises in this country. 

ASA is also charged with the responsibility of performing additional 
services to give small business better opportunities to share equitably 
in the supplying of commodities and services financed with Mutual 
Security funds. To fulfill these small business objectives, this Act 
continues the Office of Small Business headed by a Special Assistant 
to the Administrator for Small Business. 

In lieu of an MSA field staff, cooperation was enlisted from the field 
organization of the Department of Commerce and from business 
service groups such as banks, chambers of commerce, trade associa- 
tions, and other organizations which normally counsel businessmen. 
These groups are in a specially advantageous position to use MSA 
information for the benefit of small businesses in their communities. 
These volunteer counselors inform the small businessman of procure- 
ment opportunities and trade developments and offer advice and 
assistance. This program at present consists of approximately 760 
counselors operating in 47 States and the District of Columbia. 

For special problems which may require the direct attention of 
MSA, a counseling service was established in the Washington head- 
quarters to handle inquiries or complaints of businessmen, whether by 
letter or personal consultation. Questions concerning MSA procedures 
and regulations, export techniques, available trade data and such mat- 
ters are answered by experienced advisors. As a further service to 
small business, MSA has assigned a Special Advisor for Small Business 
in Paris and Small Business Officers in the MSA Missions in each 
country. Close liaison is maintained with these officials in order to 
obtain information which is of interest to small businessmen. 

Specific procurement information arrives daily at the Office of Small 
Business from the 18 Missions abroad and is published in Small 
Business Circulars which are distributed to many small-business enter- 
prises, either directly or through the Field Counseling Service. These 
circulars supply advance procurement information and contain calls 
by foreign importers for bids on products scheduled for MSA financing, 
giving specific information as to type of commodity required, quantity 
wanted, and other related pertinent information. 

Another useful publication of the Office of Small Business has been 
the Small Business Memos. Included in this pamphlet is trade 
information considered to be of benefit to the American businessman, 
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even though not connected directly with MSA procurement authori- 
zations. Other MSA publications include information on licensing, 
importing and trading with the various countries under the } MSA 
program. MSA also ‘has a vigorous informational program in the 
Mutual Aid countries in line with the instructions of Congress to 
make— 

available . . . to prospective purchasers in the participating countries informa- 
tion as to commodities and services produced by small independent enterprises 
in the United States. 

Another provision of the Mutual Security Act of 1952 affecting 
the operation of the Office of Small Business was the establishment of 
this office as the outlet for the Technical Cooperation Administration 
(Point [IV program) procurement and other information. Under this 
Act, the TCA will make available, for publication, procurement and 
other information to apprise U. S. suppliers of opportunities under 
the TCA program as far in advance as possible. As a result of this, 
American suppliers currently on OSB mailing lists henceforth w ill 
receive both MSA and TCA procurement and trade information. 
As in the past, this information will be broken down into commodity 
categories and issued in Small Business Circulars. 

The Office of Small Business in the Mutual Security Agency, al- 
though relatively young, has been ambitious in pursuing a program 
aimed at increasing small-business participation in the Mutual Security 
program. The primary function of this office is to furnish informa- 
tional aid to small firms so that they may be aware of the opportunities 
under this program. The committee has been impressed with the 
lack of complaints that have been received and as a result feels that 
this office has done a commendable job in carrying out its responsi- 
bilities. 

. GENERAL SERVICES ADMINISTRATION 


The General Services Administration is a notable example of an 
agency that has no distinct organization to carry out the small- 
business program. Although it has no office of small business, various 
procedures have been adopted to insure that a fair proportion of 
awards be placed with small-business firms. Among the general in- 
structions GSA has given its procurement officers for the benefit 
of pee business are the following: 

Requirements are to be divided into small lots to permit 
iil business concerns to bid. 
2. Bids may be accepted on less than total quantities specified. 
The time for submission of bids is to be determined with 
the interest of small business in mind. 
4. Purchases are to be scheduled and awards distributed on a 
decentralized basis. 
In case of equal low bids the award is to be made to small 
firms rather than to a large firm. 

GSA has also directed its procurement officers to give due con- 
sideration to the capacity and facilities of small businesses in the 
administration of contracts, so that delivery schedules may be altered 
to conform to the contractors’ ability. Another program of impore 
tance in GSA is the standardization and simplification of procurement 
policies, contract and bidding forms, and specifications. 
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In carrying out the program of purchasing on a decentralized basis, 
the ten regional offices of GSA have been given considerable procure- 
ment authority. Rather than making one large procurement to 
supply an article to all civilian agencies ‘throughout the country, each 

regional office is responsible for the requirements in its a 
This decentralization has many obvious advantages for small firms. 

GSA has also established information ce nters in each of its regional 
offices and an inquiry office has been set up in the Federal Supply 
Service Office in Washington. This makes available information on 
GSA purchases which is of value to small firms. 


STATE PROGRAMS 
STATE PLANNING AND DEVELOPMENT AGENCIES 


The work of the State Planning and Development Agencies has been 
indicative of the programs of the various State governments in aiding 
and assisting small business. In most instances the functions of these 
agencies are twofold: (1) fostering and developing the economic 
resources of the State, and (2) developing programs to encourage the 
location of new firms in their State. In fulfilling these objectives, a 
majority of these agencies have adopted programs which have made 
definite contributions to the welfare of small business. While these 
programs have not been directed at small business as such, they 
have, in most cases, worked to the advantage of the smaller firms. 
This has been due primarily to the predominant number of small 
firms as compared with the total of business institutions in each State. 

One of the most successful methods used in the furtherance of this 
first objective has been the compiling of material showing the industrial 
potential of the States. As a result, information is made instantly 
available to interested sources in advising them of the capabilities of 
the various firms inhabiting a State. Paralleling this action, many 
States maintain listings of available manufac ‘turing facilities to 
expedite placement of new industries within the State. In this way 
an attempt is made to lessen the economic effect on localities from 
which industries have moved. Another important part of this pro- 
gram has been the action of these groups in serving as liaison with 
Federal agencies and private sources in fulfilling the requirements of 
financing, materials and other related problems which arise from time 
to time. These groups act as a clearing house in seeking solutions 
to the needs of industry within their partic ‘ular Sts ites. Of especial 
significance has been the action of these agencies in advising industry 
of the opportunities that are available in Government procurement 
during the present mobilization period. 

The second objective of these agencies is the encouraging of new 
industry to locate in their respective States. This is a problem 
that almost every State has recognized and as a result, most States 
have positive programs for this purpose. Some of these offer specific 
inducements such as tax exemptions, free land, rent-free facilities and 
various other benefits. Others offer no such special benefits but at- 
tempt to create a favorable impression through advertising the natural 
advantages that are to be derived from locating within their borders, 
Between these two extremes lie various plans, all with the same 
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objective—that of securing new industry, new economic life blood, 
and economic transfusions. Many counties and municipalities have 
recently adopted similar programs to supplement those carried on by 
the State agencies. 

To strengthen and advance their operation, these State groups 
formed an Association of State Planning and Development Agencies. 
Membership in this Association throughout the United States and 
Canada totals 61 organizations that can be included under the broad 
classification of State planning and development agencies. While 
the titles and techniques may differ, the objectives are the same; 
namely, the full and efficient use of State resources, assistance to and 
encouragement of private enterprise, broadening of markets, creation 
of new wealth through industrial development, economy through 
well-planned public works, and assistance to small business, par- 
ticularly in its current relations with the defense program and with 
prime contractors. 


THE GOVERNORS’ SMALL BUSINESS COMMITTEES 


A second and related phase of assisSance to small business at the 
State level is the work of the Governors’ Small Business Committees. 
These committees were appointed in 1951 at the request of the 
Defense Production Administration to provide maximum effort at 
the State and community level to assist small business in making an 
effective contribution to the defense production program and to mini- 
mize the disruptions suffered by small business within the areas of 
civilian production and distributing resulting from controls and regu- 
lations. These groups act in both an investigative and advisory 
capacity and make recommendations to assist small business within 
the respective States. Insofar as possible the Governors’ Small 
Business Committees act through existing Federal, State, and local 
governmental agencies and private organizations. 

These committees have made important contributions to small 
business through their efforts to keep the small enterpriser advised 
of procurement opportunities, availability of controlled materials, 
sources of financing, sources of labor and available technical assistance. 
In this connection, probably the most successful function of these 
committees has been in supplying information to small firms. It has 
been recognized that these small concerns could solve many of their 
problems ‘at the local level if they were aware of the assistance pro- 
grams available to them in the various problem areas. <A concerted 
effort has been made by a majority of these groups to keep small 
firms informed of the various programs. This action has resulted not 
only in acquainting small business with its opportunities under existing 
programs, but also has benefited the committees by keeping them 
advised of local problems. As a result of the functioning of these 
committees, many important recommendations and suggestions have 
been made for improvement of existing small-business programs and 
for future courses of action. 
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SUMMARY AND CONCLUSIONS 
APPRAISAL OF GOVERNMENT PROGRAM 


The devastating effects of the great depression of the thirties brought 
into existence a deep concern for the future of small business. As a 
result of this concern the Government instituted a program of infor- 
mation dissemination, which would be useful to the business world. 
This information included population factors, number and size of 
businesses and various trends affecting business. During World War 
II this program was replaced by a stronger program of direct counsel 
and aid. An independent agency, the Smaller War Plants Corpora- 
tion, was established for the purpose of administering this enlarged 
program. After the war and the dissolution of SWPC, many of the 
nonfinancial functions of this agency was transferred to the Office of 
Small Business in the Department of Commerce. The program in this 
agency was much weaker than in SWPC and was primarily an informa- 
tional and educational advisory service. While this was much weaker 
than had been contemplated, it was nevertheless much stronger than 
the prewar program. Soon after the outbreak of hostilities in Korea 
it was again realized that a strong program of counsel and aid was 
necessary if small business were to survive. This resulted in the estab- 
lishment of the Small Defense Plants Administration, an independent 
agency in many ways similar to the SWPC. 

Paralleling this over-all program of counsel to small business, has 
been the establishment of many small-business offices in the various 
agencies of the Government. These offices are known by a variety of 
names, but the basic purpose of each has been to represent small 
business in the actions of its particular agency. These units have been 
of considerable aid in supplementing the over-all program of Govern- 
ment counsel. 

The peacetime programs of counsel to small business have been 
much weaker than the corresponding programs during emergency 
periods. In general, these peacetime actions have been a cooperative 
venture with schools, trade associations and other institutions rather 
than direct aid to individual firms. These programs have encom- 
passed all small business with no particular emphasis on the various 
industries. 

The emergency programs have been much stronger and more realis- 
tic and have included service to individual concerns. Because of-the 
character of the program, aid has been confined in most instances to 
small manufacturers. This has been made necessary because of the 
direct contribution these small manufacturers can make to defense 
production. 

Any effort to appraise this program must take into consideration 
these increased efforts on behalf of small business in time of emer- 
gencies. The emergency program of World War II focused attention 
on the increasing needs of small business and resulted in the eme rgence 
immediately after the war of a stronger peacetime program than had 
heretofore existed. Although these peacetime programs have not 
been adequate, they have served as a base on which the emergency 
programs have been built. Mobilization periods, with their accom- 
panying shortages of materials, increased Government spending, Gov- 
ernment controls, and restricted civilian markets, increase the prob- 
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lems of small business manyfold. Past actions of the Government 
show that this fact has been recognized. However, it has not been 
fully recognized that many of these same problems plague small busi- 
ness in normal times as well as in emergency periods, and are not en- 
tirely a result of the dislocations occurring in such periods. 


SUGGESTIONS FOR A FUTURE PROGRAM 


Any suggestions for a future program of aid and counsel to small] 
business must necessarily take into consideration the success and 
failure of previous programs and the changing conditions that affect 
small business. Emergency periods have brought about emergency 
programs for small concerns. As has been pointed out previously, 
these emergency programs have been stronger and more realistic than 
the corresponding peacetime programs. ‘The success of the SWPC 
during World War II and SDPA in the present partial mobilization 
period has demonstrated that an independent agency can administer 
a program of this type more effectively than offices of small business 
in the existing agencies or departments. 

In shifting from a wartime to a peacetime program, the fact that 
many of the wartime difficulties encountered by small business will 
continue into the peacetime program is often overlooked. This was 
especially true after World War II, with its continued shortages of 
materials in a period of high consumer demand. This fact alone did 
much to further weaken the competitive position of small business. 
The set-backs suffered during World War II and the further set-backs 
of the present period of mobilization make it urgent that a strong, 
effective program be continued if small business is to remain the 
safeguard of our free competitive system, as it has been since the 
beginning of our Nation. 


CHAPTER VII 
SMALL DEFENSE PLANTS ADMINISTRATION 
LEGISLATIVE ORIGINS 


The months between the outbreak of hostilities in Korea in June of 
1950 and the initial phases of the mobilization program authorized by 
the Defense Production Act in the autumn were a period of apprehen- 
sion for small business. Although it was conceived only as a partial 
mobilization, the inherent threat to the small-business community 
was recognized as very similar to that which occurred after the 
Nation’s entry into World War Il. The imposition of controls, the 
curtailment of civilian production, the conversion of industry to de- 
fense production, materials scarcities, and a myriad of other dislocat- 
ing elements historically had militated most sharply against small 
firms. It seemed clear that if the small-business base of the economy 
were to be protected, it was the responsibility of the Congress to 
provide the means. 

On July 26, 1950, during the consideration by the Congress of the 
Defense Production bill, the chairman of this committee and the 
chairman of the Senate Small Business Committee jointly introduced 
the Small Defense Plants Act of 1950 (H. R. 9243 and 5S. 3978, Sist 
Cong.). ‘These bills, intended to deal directly with the small-business 
problem from the outset of the mobilization program, received the 
unanimous endorsement of this committee. They were based firmly 
on World War II experience, with the legislation enacted in 1942 
establishing the Smaller War Plants Corporation serving as their 
model. Under their provisions, a Small Defense Plants Corporation 
would have been established and empowered to work toward the 
maintenance of the independence of small business and assure a fair 
proportion of prime contracts and available materials for small firms. 

The agency contemplated in these bills would have been a more 
powerful instrumentality than its predecessor during World War II. 
As the functions of the Small Defense Plants Corporation were 
conceived, its powers would have been more mandatory than per- 
missive in character. At the time the bills were introduced, the Con- 
gress was considering the enactment of basic mobilization legislation 
and the general complexion of controls to be applied to production, 
prices and wages. For this reason it was not requested that these 
measures be given immediate consideration. 

On January 17, 1951, following the convening of the Eighty-second 
Congress, bills for the creation of a small defense plants agency were 
reintroduced. These and other bills pertaining to small business and 
its place in the emergency were referred to the Banking and Currency 
Committees in the House and Senate. 

Prior to a review of the action taken by the Congress on these 
measures, the general formulation of mobilization policies in the Execu- 
tive Department should be reviewed. The creation of the Office 
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of Defense Mobilization had not been ordered by the President 
until December 16, 1950, when the proclamation declaring the exist- 
ence of a national emergency was issued. The establishment of the 
Defense Production. Administration took place during the month of 
January 1951. Although the interim plan for materials priorities 
based on the DO system had been placed in effect in October 1950, 
its inadequacies did not become apparent for several months. During 
this period, controls over one critical material after another were 
imposed. Price and wage controls were announced on January 26, 
1951. The adoption of the Controlled Materials Plan, designed to 
replace the priority system, was not announced until April 13, 1951, 
and its effective date was set for July 1. Therefore, since the actual 
complexion of the mobilization program could not be determined in 
the early months of 1951, the degree of its effect on small business 
was difficult to assess. Nevertheless, by March it had become 
evident that the same factors which had proved so detrimental to 
small business during the early period of World War II were operative 
again through the policies of the new mobilization agencies. As this 
became apparent, this committee urged the Banking and Currency 
Committee of the House to undertake immediate hearings on the 
Small Defense Plants Corporation bill. At the same time it under- 
took a series of nationwide field hearings in an effort to obtain first- 
hand information from the widest possible segment of small business. 


FIELD HEARINGS ON SMALL BUSINESS PROBLEMS 


Hearings were conducted by Subcommittee No. 1 in 29 cities in 
23 States, while other subcommittees engaged in joint hearings with 
the Senate Small Business Committee on the problems Laas 
business in seeking to participate in Government procurement. Addi- 
tional studies were made of the problems of small aluminum fabricators 
and small manufacturers of agricultural equipment. During the 
course of these hearings, approximately 700 small businessmen offered 
testimony which afforded a clear view of the extreme difficulties under 
which small business was laboring. This testimony also illustrated 
that the dislocations attributable to the mobilization effort pressed 
most heavily on the four million small businesses. It conclusively 
proved the need for positive and vigorous assistance. 


Summary of Testimony 


At these hearings, witnesses were virtually unanimous in their 
statements that small businesses were not receiving fair consideration 
in obtaining scarce materials, defense contracts, adequate financing, 
or proper recognition of the special problems confronting them in 
complying with price, wage and credit controls. The abundance of 
the evidence and the uniformity of the pattern of criticism left no 
doubt that in the existing Government agencies, small business had 
no effective spokesmen. If the small-business policies previously 
enunciated by the Congress were to receive more than token recog- 
nition in the executive agencies charged with the responsibility for 
defense production, a forceful champion for the cause of small business 
was urgently required. 

Lac kine the facilities for diversified operations and often lacking 
the necessary capital to convert te defense production, small busi- 
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nesses felt the greatest impact of materials shortages. Materials 
suppliers at the manufacturing level favored their own subsidiaries. 
Purchases of materials from warehouses were influenced by historical 
relationships which gave preferential treatment to old customers and 
large buyers. M-orders issued by the National Production Authority 
often failed to allocate materials equitably. The confusion was com- 
pounded to the detriment of small business through the application 
of an open-end Controlled Materials Plan which left a percentage of 
steel, copper, and aluminum uncontrolled for the manufacture of 
items for the civilian market. With a normal supply of materials 
not available to businesses and the defense procurement program 
lagging, the vast proportion of manufacturers attempted to maintain 
their production of consumer goods. The supply of materials was 
inadequate to satisfy the de mand and a vicious scramble among 
businesses large and small resulted. This fight for materials was 
played out against the panoply of thriving gray and black markets 
which offered quick supplies of materials at fantastic prices. The 
Office of Small Business within the National Production Authority 
was impotent to deal realistically with these conditions. 

On their success in receiving a fair share of defense contracts rested 
the fate of thousands of small manufacturing firms which were unable 
to obtain materials to continue normal civilian production. ‘The path 
of least resistance for the Department of Defense lay in the concen- 
trating of defense contracts in the hands of large firms possessing 
established reputations for the performance of military orders. This 
same predilection, followed in the early years of World War I, 
resulted in the awarding of 67 percent of prime contracts to 100 
large corporations. At the same time one-sixth of the Nation’s small 
concerns were forced to close their doors. A repetition of this error 
in view of our national experience with the problem would have meant 
a callous disregard for the interests of the Nation’s economy and the 
system of free enterprise upon which it is based. 

A third major problem arose from the inability of small firms to 
obtain adequate financing. Most businessmen became grimly 
familiar with failure to qualify for a defense contract without addi- 
tional financing and failure to qualify for a loan without a contract. 
The cost of converting facilities to military production forced the 
idleness of many small plants while large corporations expanded. 
The established policies of private and public lending agencies were 
inadequate to deal with the situation. 

With the application of wage, price, and credit controls, a plethora 
of special difficulties was imposed upon small business. Small firms, 
lacking the means for interpretation of labyrinthine regulations or 
the preparation of complex price charts, found themselves in a 
quandary. Credit controls resulted in a serious decrease in the 
volume of business of small retail operators. Wage controls caused 
the pirating of labor by large companies with higher wage scales. 

Thus, through the very mechanisms which sought to achieve maxi- 
mum production for the replenishment of our defensive arsenal, 
a vast segment of the national productive strength was being threat- 
ened with slow death. Small business in the Nation fondly recalled 
the protection of its interests provided in the later years of World 
War II by the Smaller War Plants Corporation. 
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CONSIDERATION BY THE CONGRESS 


As a result of these hearings, evidence obtained from every geo- 
graphic region of the Nation strongly supported the establishment of 
an independent agency to assist smail business. Howev er, before the 
Banking and Currency Committee could schedule hearings on the bills 

reating such an agency, the impending expiration of the Defense Pro- 

duction Act in June 1951 made it incumbent upon that Committee to 
consider the continuation of this basic legislation. After hearings 
were begun on May 8 on revising and extending this Act, it was 
proposed to incorporate the provisions of the Small Defense Plants 
Corporation bills in an amendment to the Defense Production bill. 
The House Banking and Currency Committee, after a careful evalua- 
tion of the evidence furnished by this committee, unanimously agreed 
to the Small Defense Plants amendment. 

The amendment was considered on the Floor of the House on 
July 20, when it was approved unanimously by a voice vote after 
the inclusion of one significant change. This change added a stronger 
guarantee that the new agency would be independent. A total of 
261 Members of the House acted as co-sponsors of the amendment, 
the largest number ever to endorse a bill. The co-sponsors, drawn 
from both political parties, indicated the widespread concern for the 
critical problems confronting small business. 

The Senate Banking and Currency Committee initially accepted 
the Small Defense Plants amendment. However, before the Defense 
er bill was reported to the Senate, that Committee had 

eached a decision that further hearings were necessary. As a con- 
sian nce, the Defense Production bill was reported without the Small 
Defense Plants amendment. 

During the consideration of this bill on the Floor of the Senate, 
a somewhat modified amendment based upon the Small Defense 
Plants bill was accepted, obviating the necessity for further hearings 
by the Banking and Currency Committee. The Senate approved 
the amended Defense Production bill on June 29. 

The differences between the two versions were resolved in Con- 
ference and the amendment was approved by the Senate on July 27 
and by the House on July 30 as Section 714 of the Defense Production 
Act of 1950 as amended (Public Law 96, 82d Cong.). The bill was 
signed into law by the President the following day. 


FUNCTIONS AND POWERS OF SDPA 


In the final version of the amendment, the Congress reiterated its 
intent that small business was to be encouraged to make the greatest 
possible contribution to the defense production program. To insure 
that this policy would be carried out effectively, the Small Defense 
Plants Administration was established as an independent agency 
under the general direction and supervision of the President. 

The management of SDPA was vested in an Administrator to be 
appointed by the President with the approval of the Senate. The 
Congress directed that the Administrator of the agency should be 
“a person of outstanding qualifications known to be familiar and 
sympathetic with small-business needs and problems.’ 

The Administration was empowered to recommend small-business 
loans to the Reconstruction Finance Corporation under such condi- 
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tions and terms as the RFC might determine. SDPA was empowered 
to enter into contracts with the United States Government to furnish 
articles, equipment, supplies or materials, and a fund not to exceed 
a total of $50 million was authorized to carry out this particular 
phase of the program. The performance of Government contracts 
was to be effected by the awarding of subcontracts to small-business 
concerns for the manufacture, supply or assembling of such articles 
and equipment. The Act also authorized the agency to provide 
technical and managerial aids to small-business concerns by main- 
taining a clearing house for such information. 

The Congress provided that it would be the specific duty of the 
Administration to consult and cooperate with appropriate Govern- 
ment agencies on the issuance of all orders affecting production or 
in the formulation of policies granting priorities to business concerns. 
Government agencies, in turn, were required to consult with the 
Administration prior to issuing such orders or priority policies in 
order to insure the most effective utilization of small-business facil- 
ities. The Act also directed SDPA to consult and cooperate with 
Government procurement officers in order to utilize the potential 
productive capacity of small plants; to encourage subcontracting with 
small business by prime Government contractors; to make a careful 
inventory of all productive facilities of small-business concerns which 
could be used for both defense and essential civilian production; and 
to certify to Government procurement officers, with respect to capacity 
and credit, any small-business concern interested in performing a 
specific Government contract. Such certification was to be binding 
on the procurement official. 

The President issued Executive Order 10325 on February 5, 1952, 
to coordinate the functions of SDPA and the previously established 
NPA Office of Small Business in the Department of Commerce. This 
order provided for concentration of responsibility of a large area of 
the Government’s small business program. The following functions 
were transferred to SDPA with the personnel and funds which would 
have been utilized to carry on the program in the Department of 
Commerce: 

(1) any assistance given to small-business establishments concern- 
ing Government procurement; 

(2) the furnishing of advice to small-business establishments con- 
cerning the approval and operation of small-business 
production pools; 

the classification of manufacturing concerns according to size; 

economic studies of small-business defense problems, exclu- 
sive of so much of such studies as is necessary to be made 
by the National Production Authority or its successor to 
determine the effect of actions taken by it; 

the furnishing of advice and information concerning Govern- 
ment financial assistance to small business; 

the coordination of the inventorying of the available pro- 
ductive capacity of small business; and 

the development and distribution of managerial aids for small 
business, excluding that part thereof which is performed 
for or otherwise relates to educational institutions. 





204 REVIEW OF SMALL BUSINESS 


ORGANIZATION OF SDPA 


Although the Small Defense Plants Administration was established 
on July 31, 1951, the Administrator was not nominated by the 
President until September 28, and the oath of office was not admin- 
istered until October 19, 1951. In the meantime, a suggested struc- 
ture for the new organization was developed by the Bureau of the 
Budget and personnel from existing agencies within the Executive 
Department were provided as a nucleus around which SDPA could 
be built.. From its beginning the primary goal was to provide an 
organization which would assure a ‘“‘one-stop’’ agency for small busi- 
ness, in keeping with the provisions of the legislation. During this 
early period many of the existing departments and agencies con- 
tributed personnel and advice. A careful perusal of the organiza- 
tional experience of the Smaller War Plants Corporation was made 
to avoid the difficulties encountered in the establishing of that agency 
during World War II. 

The organizational divisions intended to execute the basic programs 
of the agency were provided at this time in the establishment of an 
Office of Loans, an Office of Materials and Assistance, and an Office 
of Contract Procurement. The amendment to the Defense Produc- 
tion Act which provided for the establishment of SDPA also author- 
ized appointment of two Deputy Administrators to assist the Admin- 
istrator in carrying out the functions vested in the agency. However 
due to budgetary limitations only one Deputy Administrator was 
actually appointed. An Assistant Administrator was appointed with 
responsibility for the administrative functions of the agency. 


BUDGETARY LIMITATIONS 


With the enactment of Public Law 257, 82d Congress, approved on 
November 1, 1951, a sum of $350,000 was appropriated for the Small 
Defense Plants Administration. This appropriation was intended to 
enable the agency to develop an operating staff while further study 
of the Administration’s program was continued by the Congress. 
This authorization of funds provided for budgetary requirements 
through March 31, 1952. 

To defray the cost of operating the agency during the last 3 
months of the fiscal year, an estimate of $825,000 was submitted to 
the Congress. These funds were intended to allow for an expanded 
operational program developed during the first 6 months of the life 
of the agency. This appropriation was approved by the House of 
Representativ es on March 13, 1952, as part of the Third Supplemental 
Appropriations Act. However, its final passage by the Congress was 
delayed until June 5, when it was enacted as part of Public Law 375, 
82d Congress. Although the Administration had preserved a portion 
of its funds through the curtailment of its proposed personnel program, 
one complete pay “roll and part of another were not met until after the 
Supplemental Appropriation Act had been approved on June 5. 

Considering its budgetary limitations, the Agency endeavored to 
effect every possible economy during the first 6 months of its existence. 
It was reluctant to expand its organization as rapidly as it had wished 
without the assurance of necessary funds to sustain these operations. 
With the status of the agency in doubt and its statutory life to end on 
June 30, 1952, extreme difficulty was encountered in the recruitment 
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of personnel. It was difficult to persuade suitable prospective em- 
ployees to enter the agency during this interim period even for the few 
positions which it was necessary to fill. The inevitable result 
approximately 2 months delay in the SDPA program. 

Tn maintaining the Defense Production Act until June 30, 1953, 
the Congress extended the life of SDPA without amendment. 

Original personnel estimates to carry forward the proposed pro- 
grams of SDPA through June 30, had been set at approximately 485 
employees. However, employment on June 1, 1952, stood at 245. 
An estimated operating cost of $4,200,000 was submitted to the 
Congress for fiscal year 1953. These estimates contemplated an 
organization consisting of approximately 564 employees. An appro- 
priation of $3,750,000 was approved in Public Law 547, Eighty-second 
Congress, on July 15, 1952. Unforeseen delays in obtaining agree- 
ments with all branches of the Defense De ‘partment, which called for 
the placement of SDPA personnel in the major procurement offices 
of the Armed Forces, further tended to restrict the development of 
the proposed organization. Although 535 employees were planned 
by the Agency during the last half of the current fiscal year, employ- 
ment on November 1, 1952 totaled only 403. 

The following tables indicate the detailed pattern of the obligation 
of funds by SDPA during fiscal year 1952, and the estimated obliga- 
tions for the current fiscal year: 


was 


TABLE 31.—Small Defense Plants Administration appropriation, ‘Salaries and 
expenses” 


Fiscal yea 


1953 
(estimated) 


Obligations by object r =e 





Personal services - - 

Travel on 

T 'ransports ation of things A os Oba beet nen wehateciuns’ , 
Communication services... _-.- 

Printing and reproduction 

Other contractual services 

Servic "eS — med by other agenc ies _ 


$3, 105, 800 
2 ), 000 
oo 

, 200 

3° 000 

3,200 

53, 800 


- -+-- 21, 758 | 5, 000 
Equipment Dei , 31, 937 | ¢ 


, 500 


po ae ee eee 5, 000 


3, 750, 000 


Total obligations aicacinen aa aie machi 
Unobligated balance............-- 2 Rae eddad 337, 016 


Rh ace 3 cndcbnekhastaceenscsena<t -| 14, 225, 1s 0 | 3, 750, 000 
| 


1 Includes $40,150 transferred from ‘Salaries and expenses, Defense Prceduction Activities, Commerce 
1952”’ pursuant to sec. 4 of Executive Order No. 10323 of Feb. 5, 1952. 


Source: Small Defense Plants Administration. 


TABLE 32.—Small Defense Plants Administration appropriation, ‘‘Salaries and 
expenses”’ 


Fiscal year 


1953 
(estimate) 


Obligations by activities F a a 


$398, 772 $2, 112, 400 
711, 200 
370, 900 
555, 500 


Procurement assistance 

Financial assistance _ . 

Materials and equipment assistance 
Production and management service 


888,134} 3,750,000 


Source: Small Defense Plants Administration. 


Total obligations 
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PERSONNEL POLICIES 


In evolving the policies of the agency it was SDPA’s primary 
concern to find personnel with maximum experience with the problems 
of small business. To obtain this end, key standards for Industrial 
Specialists and Production Specialists were developed with the coop- 
eration of the Civil Service Commission. These standards for the 
selection of personnel to be employed by the agency were based on 
small-business experience. Nevertheless, they did not wholly preclude 
the employment of personnel possessing appropriate experience in 
Government agencies and large firms. In those instances where no 
applicable C ivil Service register of eligible personnel existed, SDPA 
possessed authority to recruit its own employees. It has used this 
authority carefully and has avoided the appointment of personnel 
whose qualifications were questionable. Through the exercising of care 
in its personnel program, improper appointments common in other 
mobilization agencies have been avoided. This has been borne out by 
recent personnel audits of the agency conducted by the Civil Service 
Commission. Any assessment of the value of personnel policies of the 
agency must also include the fact that grandiose personnel practices 
and programs have been carefully avoided. 

The organizational pattern of SDPA is shown in Chart XV on 
page 207. Specific details, programs and activities of the operating 
offices will be discussed in subsections of this chapter. 


FIELD OFFICES 


It has been the opinion of the committee from the time of its 
original recommendation of the legislation to establish SDPA that the 
small-business community of the Nation could be best served through 
the location of small field offices throughout the United States to 
offer ‘“‘one-stop”’ service for small business. However, it was rec og- 
nized that such offices could not function effectively without a sound, 
basic organization in the National capital. The Washington organi- 
zation was envisioned as a relatively small one intended to establish 
policy for the agency, serve as a focal point for the many relations 
with other departments of the Government, and function as a clearing 
house for information and problems referred by the field offices. 
Thus, the field offices would constitute the major point of contact 
between small business and the agency. 

SDPA has accepted that principle of operation and has endeavored 
to establish its field services at the earliest possible date. Delays which 
the agency suffered in the organization of its Washington office have 
served to impede its progress in setting up small offices throughout 
the country. The loss of service which might have been rendered to 
many small concerns bec ause of this organizational delay has been 
clear to the committee. It is also understandable that the W ashing- 
ton office has worked in the interim to assume the large burden of 
individual assistance in the absence of a field organization. This was 
also recognized as a temporary measure. 

Between January 15 and April 15, 1952, field offices began to 
operate . nine of the thirteen proposed regions in the United States. 
By July 15, the agency had completed its basic field organization, 
although the full staffing of these offices still remained to be completed. 
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The location of the regional offices conformed to the general plan 
prescribed by the Bureau of the Budget for all defense agencies. 
However, additional offices were planned in major industrial centers 
to provide greater accessibility to representatives of small firms in 
many of the regions. This process has continued at an accelerated 
rate until the present time, and the staffing and organizing phase of 
this important part of the SDPA activities has-been virtually com- 
pleted. The following map shows the division of the Nation into the 
various regions and the location of full-time SDPA branch offices. 


Cuart XVI 


SMALL DEFENSE PLANTS ADMINISTRATION REGIONAL ORGANIZATION 


. 
DALLAS 
-REGION X 


*% REGIONAL OFFICES 


© Baancw OFF ices 


The advantages of the field organization to the operation of the 
entire agency are twofold. First, there can be no effective aid to 
small business unless an organization established for that purpose is 
reasonably accessible to population centers where small business 
is concentrated. Second, the detailed knowledge of small-business 
conditions and operating practices of various Government agencies 
gained through the field offices serves to supply the information which 
enables the Washington office to determine appropriate policies and 
programs. 

Initially there were suggestions that SDPA field offices would merely 
duplicate the functions of the Department of Commerce Field Serv- 
ice. Such suggestions were based on a failure to understand the basic 
functions of SDPA. The Department of Commerce Field Service is 
neither authorized nor does it seek to serve small business i the same 
manner. It is not authorized by law to work jointly with procure- 
ment agencies to earmark contracts for placement with small business, 
nor is it authorized to certify to the capacity or credit of mdividual 
firms and to perform Government contracts. Only SDPA may recom- 
mend small-business loans to the Reconstruction Finance Corpora- 
tion. SDPA alone has been given the statutory authority to formu- 
late definite programs for the spreading of subcontracts. 
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However, within recent months SDPA and the Department of 
Commerce bave been engaged in developing an agreement whereby 
the field services of the two agencies may be utilized cooperatively 
for the benefit of small business. This agreement will be typical of 
those reached with other Government agencies. For instance, 
SDPA has also been discussing with the Navy a plan to assign a 
representative to each of the thirteen regional offices to assist small 
businessmen who desire to participate in Navy procurement. It is 
hoped that a similar plan can be agreed upon with the Army and 
Air Force in the near future. 

In its initial plan to provide a strong field program, SDPA estab- 
lished Regional Advisory Boards composed of representatives of 
individual small firms in each of the thirteen regions. The members 
of these Boards volunteered to assist the Administrator and the 
Regional Directors without compensation. The valuable experience 
of these individuals and their enthusiastic support of the SDPA pro- 
gram have contributed in a large measure to its success. They have 
also provided the liaison with small concerns on a local level which 
is vital to the effective operation of the field service. 

In July 1952 the committee undertook a series of field hearings to 
determine the effectiveness of the SDPA program. These hearings 
were held in Boise, Seattle, Minneapolis, Boston, and New York. 
Small businessmen furnished testimony that greater emphasis on the 
SDPA field program was required to deal adequately with the problems 
of small business. They were unanimous in their praise of the work 
of the agency during the first eight months of its operation. They also 
recognized the necessity for the firm establishment of the Washington 
office prior to expansion into various regions of the country. Never- 
theless, noting the organizational tendencies of many other Govern- 
ment agencies, they expressed the fear that SDPA might centralize 
its operations in Washington at the expense of local representation. 
These witnesses urged that additional offices be located within each 
region. The process of expanding the agency’s field operations is 
shown in Chart XVII, p. 210. 

SDPA immediately undertook a program to provide the additional 
services at the field level. At the same time, in the interest of 
economy, it sought to avoid the burgeoning of a large network of 
field offices. Between July and November it concentrated its attention 
on small branch offices operated with a minimum number of employees 
in key industrial centers where SDPA had not been represented 
previously. Through November nine branch offices had been opened 
in selected cities throughout the Nation. In further expanding its 
services, financial and procurement specialists were drawn into a 
“circuit rider’ program in which principal cities in the regions were 
visited on regular schedules. This program was undertaken with the 
close cooperation of local chambers of commerce, State small-business 
agencies, various civic organizations and the SDPA Regional Advisory 
Boards. Greater geographic coverage was assured in this manner. 

Another device which SDPA is utilizing is the expansion of its 
services to firms in specific areas through the appointment of local 
advisory boards composed of small-business men. Such a method 
has been employed with notable success in Boise where the committee 
had heard strong requests from small-business leaders for the estab- 
lishment of a local SDPA office. 

26934—53——15 
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However, within recent months SDPA and the Department of 
Commerce have been engaged in developing an agreement whereby 
the field services of the two agencies may be utilized cooperatively 
for the benefit of small business. This agreement will be typical of 
those reached with other Government agencies. For instance, 
SDPA has also been discussing with the Navy a plan to assign a 
representative to each of the thirteen regional offices to assist small 
businessmen who desire to participate in Navy procurement. It is 
hoped that a similar plan can be agreed upon with the Army and 
Air Force in the near future. 

In its initial plan to provide a strong field program, SDPA estab- 
lished Regional Advisory Boards composed of representatives of 
individual small firms in each of the thirteen regions. The members 
of these Boards volunteered to assist the Administrator and the 
Regional Directors without compensation. The valuable experience 
of these individuals and their enthusiastic support of the SDPA pro- 
gram have contributed in a large measure to its success. They have 
also provided the liaison with ‘small concerns on a local level’ which 
is vital to the effective operation of the field service. 

In July 1952 the committee undertook a series of field hearings to 
determine the effectiveness of the SDPA program. These hearings 
were held in Boise, Seattle, Minneapolis, Boston, and New York. 
Small businessmen furnished testimony that greater emphasis on the 
SDPA field program was required to deal adequately with the problems 
of small business. They were unanimous in their praise of the work 
of the agency during the first eight months of its operation. They also 
recognized the necessity for the firm establishment of the Washington 
office prior to expansion into various regions of the country. Never- 
theless, noting the organizational tendencies of many other Govern- 
ment agencies, they expressed the fear that SDPA might centralize 
its operations in Washington at the expense of local representation. 
These witnesses urged that additional offices be loc ated within each 
region. The process of expanding the agency’s field operations is 
shown in Chart XVII, p. 210. 

SDPA immediately undertook a program to provide the additional 
services at the field level. At the same time, in the interest of 
economy, it sought to avoid the burgeoning of a large network of 
field offices. Between July and November it concentrated its attention 
on small branch offices operated with a minimum number of employees 
in key industrial centers where SDPA had not been represented 
previously. Through November nine branch offices had been opened 
in selected cities throughout the Nation. In further expanding its 
services, financial and procurement specialists were drawn into a 
“circuit rider’ program in which principal cities in the regions were 
visited on regular schedules. This program was undertaken with the 
close cooperation of local chambers of commerce, State small-business 
agencies, Various Civic organizations and the SDPA Regional Advisory 
Boards. Greater geographic coverage was assured in this manner. 

Another device which SDPA is utilizing is the expansion of its 
services to firms in specific areas through ‘the appointment of local 
advisory boards composed of small-business men. Such a method 
has been employed with notable success in Boise where the committee 
had heard strong requests from small-business leaders for the estab- 
lishment of a local SDPA office. 
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SDPA does not consider the organization which it has built up 
throughout the Nation to be a rigid entity which cannot be changed 
should the need for service to small business require it. Nor does it 
regard the arbitrary State boundaries which separate the various 
regions as insurmountable fences. The difficulties of these regional 
divisions which have been imposed by the regulations of the Bureau 
of the Budget have tended to increase administrative problems in 
certain general areas. Using State boundaries as the criterion for the 
division of regions fails to take into account normal patterns of indus- 
try and commerce in those populous areas which spread across State 
lines. This may be illustrated in the case of Fairfield County in 
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Prepared under the direction of the Select Committee on Small Business, House of Representatives, by 
Legislative Reference Service, Library of Congress. 
southwestern Connecticut which traditionally is considered part of the 
Greater New York metropolitan area. To insist that small business 
firms in this county should reorient themselves into the orbit of Boston 
serves no practicable purpose. Similarly, in the lower nine counties 
of New Jersey, the pattern of commercfal relations is directed toward 
Philadelphia rather than New York. In these two instances SDPA 
has sought and obtained the agreement of the Bureau of the Budget to 
include these areas in their proper regions and thus prevent admin- 
istrative confusion. 


PROCUREMENT ASSISTANCE 


The broad pattern of controls imposed upon the economy in the pres- 
ent mobilization effort was an attempt to devote the productive 
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energies of the Nation to the rapid expansion of the military establish- 
ment. Civilian production was curtailed through vast new powers 
authorizing the Executive Departments and agencies to insure the 
attainment of this objective. Within the environment of the regi- 
mented economy, a large area of the small-business community was 
vitally affected by the procurement policies of the Department of 
Defense. Despite the reiteration by the Congress of its policy that 
a fair proportion of the total purchases of the Government should 
be placed with small-business concerns, no positive effect of this policy 
could be detected in the Spring of 1951. The necessity for more 
detailed legislation was manifest at this time to assure small-business 
participation in the tremendous procurement program of the Depart- 
ment of Defense. These problems are discussed in detail in Chapter V. 
In the establishment of the Small Defense Plants Administration, a 
new and independent agency was provided by Congress to carry out 
its small-business policies more effectively than the existing agencies 


had done. Specific powers in the area of Government procurement 
were enumerated. 


JOINT DETERMINATION AGREEMENTS 


Section 714 (f) (2) provided that small-business concerns shall 
receive any award or contract when such action is determined by 
SDPA and the procurement agencies to be in the interest of mobiliz- 
ing the Nation’s full capacity and the national defense program. 
Thus, a method was devised whereby contracts which small concerns 
are capable of performing would be, in fact, awarded to them. 

In December 1951 the SDPA Administrator requested that pro- 


cedures be established for making the joint determination function a 
reality. Discussions were begun with the Department of Defense 
during late December and continued until March 27, 1952, when a 
directive was issued by the Munitions Board explaining the working 
relationship between SDPA and the Department of Defense. This 
document was a unilateral directive of the Department of Defense 
itself and was not an operating agreement between the two agencies. 
However, it served as the initial framework for the undertaking of 
joint activities. 

This directive provided that SDPA representatives might be 
assigned to contracting offices of the Armed Forces. Procurement 
requests, with the exception of those of an emergency or classified 
nature, would be jointly screened to determine those which small 
concerns might perform. If the procurement were adjudged suscepti- 
ble to performance by small business, a joint determination might be 
made restricting all or a percentage for vliechaant with small business. 
In cases where there was insufficient information to justify joint 
determination, efforts would be made to establish a minimum per- 
centage which might be awarded to small firms. The joint determina- 
tion process in each instance was to be initiated upon the written 
request of SDPA. The military procurement officer might either 
approve or disapprove. Should disagreements arise, a review pro- 
cedure was provided, with the final authority resting with the chief of 
the contracting office. Should no small firm prove competent to 
perform a contract at a reasonable price, a provision was made in the 
directive for lifting the joint determination decision. Differences of 
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opinion as to the necessity for such action were to be resolved by the 
chief of the contracting office. Although placement of joint deter- 
mination contracts with small concerns was to be made by means of 
negotiation, the directive provided for widespread publicity to 
increase competition. Multiple awards would be made to the greatest 
practicable extent in order to spread production required by the con- 
tract to the greatest possible number of small firms. The directive 
also provided for the use of a device whereby a portion of a procure- 
ment might be awarded through formal advertising in order to 
establish the price at which the contracting officer would negotiate 
the small-business portion. This directive provided a general back- 
ground against which SDPA undertook discussions with the three 
military services. 


Final Agreement With the Armed Forces 


Agreement on the preliminary details of operation was announced 
between SDPA and the Air Force on May 6, 1952. SDPA personnel 
were immediately assigned to the Air Matériel Command in Dayton, 
Ohio, where virtually all of the procurement activities of the Air Force 
are concentrated. Through July 15, 1952, 13 joint determinations 
had been made, governing approximately $13.5 aoa of procurement 
to small business. An additional 26 joint determinations involving 
more than $27.6 million were proposed by SDPA representatives. 
While the Air Force acted promptly upon the directive of the Depart- 
ment of Defense, the Army and Navy, the two services responsible 
for the greatest proportion of military procurement which small 
business is qualified to perform, were reluctant to enter into similar 
agreements. The Navy at last agreed to the details of the program 
on July 18, 1952, and the Army followed on July 31. 

A period of more than 7 months had elapsed in the achievement of 
basic agreements on a program which had been specifically directed 
by the re ongress. This program was neither new nor untested. It 
proved its tremendous value to small firms under the “mutual deci- 
sions” of the Smaller War Plants Corporation and the Armed Services 
during World War IJ. A revival of that effective practice was the 
intention of the Congress in its provision for joint determination. 
There can be no justification for the delay which occurred in the 
negotiation of procedures. 

The essence of joint determination is based on the cooperative 
endeavor of two agencies in the awarding of Government contracts. 
Therefore, the issuance of directives and joint agreements provided no 
assurance of the actual effectiveness of the program. Normal operat- 
ing difficulties in the initial phases of the program served to accentuate 
the differences of opinion which had developed during the protracted 
period of negotiation. Without good faith and a genuine spirit of 
cooperation between SDPA and the Armed Services at every level, the 
committee seriously doubted that the program could rec ‘ord any real 
accomplishment. Developments since October of 1952 have indi- 
cated a sympathetic attitude at the policy levels within the Depart- 
ment of Defense. Unfortunately this same spirit is not duplicated to 
a sufficiently widespread degree in the lower echelons at the vital 
operating levels. 
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Continuing Impediments 


The impediment to more effective operation of the program has 
been the question of whether or not specific procurements should be 
formally advertised or negotiated. Joint determinations are presently 
not applicable when a procurement is made through advertising 
procedures. This committee is of the firm opinion, as stated in other 
chapters of this report and in other committee reports, that small 
business, under ordinary circumstances and under ordinary conditions, 
can best secure its fair share of Government procurement through 
formal advertising procedures. The available statistics for both 
military and civilian procurement demonstrate conclusively the sound- 
ness of the committee’s position on this matter. (See Chapter V.) 
Moreover, formal advertising of purchases to be made by the Govern- 
ment is the basic requirement of both the Armed Services Procure- 
ment Act and the Federal Administrative Services and Property Act. 
Not only is the formal advertising procedure required by our basic 
procurement laws, but it is good business policy. It is a policy that is 
required by the laws of our several States and is applicable in prac- 
tically every geographical subdivision of Government in the U nited 
States. 

Formal advertising by governmental bodies is the simple and direct 
method of procurement. Undoubtedly it is the most economical 
method. It has often been contended that loose and careless methods 
of procurement approach malfeasance. The oft-repeated statement 
that “‘a public office is a public trust” applies to those charged with 
spending public funds for goods and services as well as to any other 
official of the Federal Government. This concept of the method of 
procurement procedure and the responsibility of procurement officials 
should be the premise for all procurement operations of the Federal 
Government. 

However, it is universally recognized that there are certain situ- 
ations which demand a departure from the rigidity of basic procure- 
ment procedure. The Congress provided for such exigencies in the 
two basic procurement laws. However, there are 17 exceptions in the 
procurement acts which permit a departure from the advertised bid 
method of procurement. One of these has to do with a national 
emergency and was designed to assist the military and civilian depart- 
ments and agencies to mobilize industrial strength rapidly. Such an 
emergency was proclaimed on December 16, 1950, permitting the 
military establishment to use the emergency exception in the Armed 
Services Procurement Act (Subsection 2 (c) (1), Public Law 413, 
80th Cong.). Executive Orders 10161 based on the Defense Pro- 
duction Act of 1950 (Public Law 774, 81st Cong.) and 10210 based 
on the First War Powers Act, as amended (Public Law 921, 82nd 
Cong.) also expanded the procurement authority of the Department 
of Defense. 

Emergency procurement does not mean abandonment of all caution 
or a procurement operation which does not conserve appropriated 
funds. Neither does it mean that there should be a complete departure 
from the formal advertising of those articles most susceptible to that 
form of procurement. Nevertheless, in the early months of the emer- 
gency, formal advertising was discarded for all practical purposes 
and negotiated purchases’ by April 1951 accounted for 95 percent of 
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the procurement dollar. The committee soon discovered that negotia- 
tion was only a word and not a fact. Billions of dollars worth of 
material was purchased with only the form of negotiation utilized 
instead of negotiation in the commonly accepted sense of the term. 
The committee vigorously fought this trend and has succeeded to some 
extent in reversing it. As time passed and the military program was 
“stretched out’ far beyond the original goal, the need for continued 
negotiation to the extent it is now utilized has become even less 
apparent. 

The committee recognizes, however, that so long as the emergency 
exception of the Armed Services Procurement Act “applies to military 
procurement, a situation exists which must be met. The question 
insofar as small business is concerned is to find the best practical 
means to increase the small-business share of the procurement dollar. 
It cannot be accomplished out of the relatively smail percent which 
is presently purchased through advertised bid procedure. It can 
only be done by the increased participation by small business in 
what may be loosely termed “negotiated”? procurement. 

The committee also recognizes that the belated and questionable 
small-business programs of the military departments are patterned 
on the identical bills introduced in the House by the chairman and 
other members of this committee on July 26, 1950. The Department 
of Defense policy announcement of April 5, 1951, substantially 
paraphases every section of the bill relating to procurement. The 
committee interposed no objection to this action, but it does believe 
it is important to have a clear understanding of the genesis of the 
Department’s principal small-business program. ‘The Congress had 
on previous occasions written into law its policy with respect to small 
business and Government procurement. Nevertheless, through the 
SDPA amendment to the Defense Production Act, it reasserted that 
policy and gave it the force and effect of law. 


Responsibility for Policy 


As has been pointed out, joint determination is one of the principal 
devices employed to increase small-business participation in military 
procurement. The standards laid down by the Congress for joint 
determination are simple and direct. Unfortunately, as is many 
times the case, the intent of the Congress can be lost in a maze of “‘im- 
plementation,” a word which has been given such wide application to 
so many things that it is doubtful whether it now means anything. 
The program of joint determination in the award of contracts has 
been largely lost in this maze and in its early stages has been con- 
siderably less than successful. The committee is not prepared to 
undertake an analysis of the tortuous processes in which the effective- 
ness of the program of joint determination of contract awards has 
been lost. However, although $193 million of defense procurement 
had been set aside for small business as of November 24, 1952, it is 
apparent the program has not substantially increased the small- 
business share of the procurement dollar. It is sufficient to conclude 
that continuing differences of opinion between SDPA and the Armed 
Forces should be promptly resolved and this very adaptable and direct 
method for increasing small-business participation should be developed 
to its maximum potentiality. 
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It is the belief of the committee that the decision as to whether or 
not a procurement should be “jointly determined” should be based 
solely on the commodity itself. If the commodity is susceptible to 
performance by small business, then a joint determination favorable 
to small business should be made. No consideration should be ac- 
corded to matters not directly related to the commodity. Policy 
decisions, for example, as to whether the procurement in question 
should be advertised or negotiated should not be decided by a procure- 
ment officer. The decision as to method of procurement is definitely 
a matter of policy. The committee has advocated a categorical 
arrangement by commodity with a specific designation as to method 
of purchase for each such commodity. ‘This can only be done by the 
top policy procurement personnel in the Department of Defense. It 
is a task which does not lend itself to rule-of-thumb or catch-as-catch- 
can methods. It appears ridiculous to have a commodity formally 
advertised one day and negotiated the next. Finally, the committee 
does not subscribe to the premise that this or any matter of policy 
should influence or otherwise affect joint determinations of contract 
awards to small business. 


CERTIFICATES OF COMPETENCY 


Sections 714 (e) (6) and (f) (1) of the Defense Production Act, as 
amended, authorized the Small Defense Plants Administration to 
certify the competency of small-business concerns with respect to 
capacity and credit to perform specific Government contracts. The 
legislation also states without equivocation that such certification is 
binding upon procurement officers. It was clearly the Congressional 
intent that through this authority, small manufacturers would become 
eligible to receive Government contracts on the basis of the bids and 
proposals which they had submitted. Thus, they would not lose 
contracts because of uncertainty on the part of procurement officers 
that the firms lacked either the financial means or the technical 
capacity to perform satisfactorily when such doubt was not justified. 
It also frequently occurred that without the firm prospect of a defense 
contract, small manufacturers were unable to obtain credit to improve 
their financial condition sufficiently to satisfy the minimum standards 
adjudged necessary for the performance of the contract. Through 
the issuance of these certificates of competency, this problem might 
be allayed to a considerable extent. 

In its analysis of an application for a certificate of competency, 
SDPA includes consideration of all the elements of credit, manage- 
ment, manufacturing and transportation facilities, production effi- 
ciency and capacity, materials and power available as well as technical 
or engineering skills. After an intensive review of the applicant with 
respect to these elements, SDPA specialists must determine whether 
or not their surveys justify awarding a certificate. 

Acceptance of Certification 

Procurement officers in the Department of Defense have been criti- 

cal of the principle of these certificates. They have pointed out that 


SDPA does not share in any loss to the Government which may occur 
through the default of firms to which certificates are issued. However, 
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since contracts are awarded only to the lowest responsible bidder, they 
have questioned the propriety of relatively few of these certificates. 
In one notable instance, which this committee has carefully investi- 
gated, procurement officers in the Office of the Chief of Ordnance, 
Department of the Army, questioned the competency of a small 
firm which sought a contract for the manufacture of .30-caliber 
Browning automatic rifle barrels. Although SDPA had certified the 
competency of this firm, procurement officers refused to award the 
contract without further study and discussion. Despite the original 
contention on the part of the Army that the rifle barrels to be manu- 
factured under this contract were urgently needed, negotiations con- 
cerning the competency of the firm were extended over a period of 
many months. During this period, the financial condition of the firm 
declined and the value of the SDPA certification was materially 
reduced. Thus, delay in the awarding of the contract in this instance 
was utilized as an indirect means for refusal to accept certification. 
If the same tactics are employed again by the Department of Defense, 
it is clear that a means for nullifying the existing law has been found. 
It is recognized by the committee that legitimate differences of 
opinion are certain to arise on occasion between SDPA and the Armed 
Services in the matter of the certification of small firms. However, 
there can be no justification for protracted delays in the settlement of 
such differences. In cases where procurement agencies possess infor- 
mation concerning the capability of individual firms which may not 
have been considered by SDPA, it is the responsibility of those agen- 
cies to furnish such information to SDPA. The careful consideration 
of this information by SDPA is likewise mandatory. There should 
also be no hesitancy in reversing previous decisions if the additional 
information should warrant it. Nevertheless, it was the stated intent 
of Congress that these certificates should be binding on procurement 
officers. Were it not for the existence of an element of doubt in the 
minds of procurement officials, the recourse to SDPA for certification 
would be unnecessary. 
Progress of Program 
It is clear that certification by SDPA must be based on the most 
detailed evidence of the financial condition and productive facilities 
available to small manufacturers needing such assistance. Any pro- 
cedures which sought to furnish widespread certification to small 
concerns based on superfic ‘ial analysis would have quickly destroyed 
any possible assistance which this program might have furnished. 
For this reason SDPA has approached the certification of small firms 
with great caution and exercised care not to abuse its authority. 
The recruitment of personnel possessing extensive engineering and 
financial experience to carry forward this program constituted one of 
the most trying early problems which SDPA encountered. Neverthe- 
less, a competent staff was assembled and considerable progress has 
been made in the issuance of certificates. As of September 20 the 
agency had issued a total of 41 certificates, covering nearly $40 million 
of procurement. A total of 32 of the individual concerns or produc- 
tion pools certified have received contracts amounting to $33.7 million. 
Two of the applicants certified failed to receive contracts because of 
lower bids submitted by competitors, while four of the certificates 
issued were subsequently rescinded. Three contract awards to certi- 
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fied firms were still pending as of the reporting date, September 20. 
Few, if any, of these contracts would have been awarded to the small 
firms in question had the services of SDPA not been available. 

Within the experience of SDPA it has been shown that the success- 
ful performance of individual small firms after their initial certifica- 
tion has resulted in the awarding of additional contracts. Thus, 
SDPA certificates have served as a vehicle through which a number 
of small firms have been able to participate on a continuing basis in 
the defense mobilization program. 


FACILITIES INVENTORY 


The need for an inventory of the industrial facilities of the Nation 
has long been recognized. ‘The necessity for such a study is immeasur- 
ably increased during a period when the economy is called upon to 
mobilize all of its productive resources in the interests of national 
security. The diffusion of millions of small concerns throughout 
every community in the United States obviously increases the difficulty 
of defense procurement agencies in providing a climate of opportunity 
for their participation in a mobilization program. Therefore, since 
the Congress believed that an inventory would be advantageous to 
the Nation as well as to small business, Section 714 (e) (1) of the 
Defense Production Act authorized the Small Defense Plants Admin- 
istration— 
to make a complete inventory of all productive facilities of small business concerns 
which can be used for defense and essential civilian production or to arrange for 
such inventory to be made by any other governmental agency which has the 
facilities. In making such an inventory, the appropriate agencies of the several 
States shall be requested to furnish an inventory of the productive facilities of 
small business concerns in each respective State, if such an inventory is available 
or In prospect. 

SDPA Plan 

During the first several months of its existence, SDPA carefully 
studied inventories which had been undertaken previously by other 
Federal agencies and various States. In 1949 an attempt had been 
made to obtain from State governments a list of all production 
facilities. A total of 28 of the States complied with this request and 
undertook costly studies resulting in elaborate publications. These 
publications contain listings and other basic information on manufac- 
turers in their respective States. In atte mpting to use these publica- 
tions, Federal procurement officers encountered considerable difficulty. 
Many of the studies proved obsolete by the time they were published. 
Their lack of uniformity, simplicity, and factual data required by 
procurement officers greatly reduced their ultimate usefulness. 

Federal agencies were found to have adopted many methods for 
securing data concerning production facilities. ‘These agencies have 
attempted to meet their specific requirements with listings of their 
own. Some have adopted card system records, others brochure 
libraries, still others, bid lists and wide variations and combinations 
of these and other methods. 

Two fundamental weaknesses were apparent in all of these studies: 
(1) they duplicated basic information on a large scale and (2) they 
included only a portion of the actual production potential of the 
Nation. Despite a considerable collection of information in Federal 
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procurement agencies, this information almost invariably failed to list 
adequately the available smaller concerns. Often Federal agencies 
are forced to depend upon prime contractors and larger manufacturing 
concerns to seek out possible producers from the unknown segments 
of small business. Many major prime contractors in the Nation are 
similarly unaware of the production facilities available to them 
through subcontracting with small plants. The inevitable result of 
this condition has been an unbroken trend toward the massing of 
procurement with large firms and the creation of unnecessary produc- 
tion backlogs in Government contracts. Through this concentration 
the committee believes considerable damage has been wrought to 
the entire defense production program. Its extent at this time is 
unknown to the committee. However, there is reason to believe that 
behind the semantic shadings applied by the Department of Defense 
to “contracts in default’ and ‘delinquent contracts’’ lies the proof 
of undue concentration. 

An effective inventory could be of lasting advantage to the Nation 
as a whole. The plan developed by SDPA in February 1952 at- 
tempted to provide an inventory which would be uniform, simple and 
designed for maximum usefulness and perpetuity. The objective of 
the plan was to make available to procurement agencies of the Federal 
and State governments, as well as to industrial prime contractors, an 
accurate, factual and current source for facilities information. Th:s 
information could be used to spread the base of prime contracting, 
increase the volume of subcontracting, and assist in the acceleration 
of defense production through a reduction of backlogs. Aid to small 
business could be furnished through utilizing idle production capacity. 

Briefly, the SDPA plan proposed that the States undertake or 
revise inventories of facilities to provide standardized information. 
This system would utilize machine records facilities already available 
in the executive agencies of the State governments and would be 
financed by State funds. Perpetuity could be assured through the 
cooperation of each firm which would notify State officials of signifi- 
cant changes in its capabilities. SDPA would serve as the coordinat- 
ing agency of the plan, offering advice and assistance in putting it 
into operation. 

After discussions with Federal procurement agencies, SDPA ob- 
tained their preliminary endorsement of the plan. However, a project 
of such magnitude contained many ramifications and considerable 
study was required. Discussions with a number of representatives of 
State governments were also undertaken by SDPA. Although the 
desirability of such information in each State was recognized, the 
costs of the plan proved the major obstacles in the way of its immedi- 
ate acceptance. 


Modified Plan 


In the meantime, SDPA formulated procedures for obtaining basic 
industrial inventory records to be maintained in each of its 13 regional 
offices. This project included letters explaining the purpose of the 
inventory and soliciting the cooperation of those small firms which 
wished to list their facilities with SDPA and avail themselves of the 
assistance which the agency could offer in obtaining contracts. SDPA 
was careful to explain that the filing of this information was not a 
direct means for adding the names of specific firms to Federal bidders’ 
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lists maintained by procurement centers. However, the plan included 
the referral of the names of these firms to procurement centers when 
the procurement of items which these firms could manufacture was 
announced. Through the detailed information pertaining to indi- 
vidual production facilities obtained in this manner, SDPA field offices 
have been able to prepare locator logs containing the names and 
facilities of thousands of small plants. Effective methods have been 
devised to use this information to the advantage of small firms through 
its utilization by SDPA representatives at procurement centers. 

This inventory has increased daily through information obtained 
from chambers of commerce, industrial censuses, trade associations, 
various State agencies, and many other sources. It has been care- 
fully integrated with the SDPA procurement program and has already 
been beneficial in aiding those joint determinations thus far made. 
This information will yield even greater results as the program of 
joint determination between the Armed Forces and SDPA increases 
its effectiveness. 


BID AND PERFORMANCE BOND RESTRICTIONS 


This committee found in the Spring of 1951 that the requirement of 
bid and performance bonds in connection with substantially all 
ordinary supply contracts let by formal advertising were unneces- 
sarily restrictive. Neither were they required to the extent of their 
use for the protection of the Government. This was particularly 
true in many of the contracts awarded by the Army Engineers. As 
a consequence of the practice, firms desiring to bid on military con- 
tracts where such procedures were operative were required to furnish 
bid bonds often amounting to seventy-five percent of the bid. 

While many large firms had no difficulty in obtaining the necessary 
bonds, surety companies were reluctant to assume any risk in the case 
of small business. Thus, in effect, the decision of the surety company 
constituted the determining factor of whether or not a small concern 
would be permitted to bid on a Government procurement. Indirectly 
this had the effect of delegating to surety companies the responsibility 
of the military procurement officers for determining the ability of the 
bidders to satisfactorily perform the contract under consideration. 
At the same time, such procedures were exerting a negative effect upon 
the guaranteed loan program authorized under Section 301 of the 
Defense Production Act. This was especially evident since banks 
granting Joans under this program viewed unfavorably the surety 
company’s prior claim for all sums under the contract in the event of 
default. 

Similar requirements for performance bonds also prevented many 
small firms from bidding on substantial numbers of supply contracts. 
In the absence of any statutory provision authorizing these require- 
ments or any indication that these bonds were necessary to protect 
the interests of the Government, the committee requested the De- 
partment of Defense to eliminate these inequities. However, it was 
not until SDPA undertook a detailed study of the effect of the exist- 
ing procedures and recommended the abolition of the restrictions 
that the Department of Defense corrected the objectionable portions 
of its procurement directives. 
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ENCOURAGEMENT OF SUBCONTRACTING 


Shortly after its establishment SDPA began the formulation of a 
program designed to increase small- business opportunities through 
subcontracting. It was recognized that physical fimitations of many 
small firms precluded them ‘from the manufacturing of large items 
which the military services wish to buy during periods of mobiliza- 
tion. It must be acknowledged that small business cannot produce 
and deliver aircraft, tanks, or battleships to the Armed Forces. How- 
ever, many small plants are equipped to produce the thousands of 
component parts which contribute to these complex products. 

Most large prime contractors in American industry are dependent 
upon the produc tion of thousands of small firms to suceessfully per- 
form the majority of Government and civilian contracts. It is as 
much to their advantage that small business be preserved as it is to 
the small businesses themselves. Many large corporations maintain 
voluminous listings of small firms which can supply component parts 
for the multitude of products they manufacture and assemble for 
both the military and civilian markets. 

There have been no reliable estimates of actual small-business 
participation in subcontracting. Because of the immense complexity 
of the factors involved there have been no effective statistical studies 
of the volume of subcontracting activities. Nor is it likely within the 
foreseeable future that such information will become available. In its 
absence, all existing data rises from sample studies, estimates, and 
informed guessing. 

Despite this lack of information, SDPA recognizes the potentiality 
of subcontracting and has not neglected its encouragement as a means 
for increasing the participation of small firms in the mobilization pro- 
gram. Following the plans already adopted by a number of large 
concerns, SDPA ‘has urged large prime contractors to appoint small- 
business ‘specialists in their purchasing offices in order to stimulate 
subcontracting with small firms. Personnel in the SDPA field offices 
are making an important contribution to this program in each region 
of the country. These representatives maintain contact with the 
principal prime contractors in each region in order to collect informa- 
tion concerning the existence of subcontracting opportunities. Their 
close relationship with small manufacturers permits the maintenance 
of a current record of available idle capacity where subcontracts may 
be placed. Through this means, SDPA has been able to perform a 
two-way service, bringing together a large firm in need of a particu- 
lar item and a small concern possessing the equipment and facilities 
to perform the work. Hundreds of instances in which SDPA has 
been able to perform this kind of service can be cited by the agency. 

The committee believes that the encouragement of maximum sub- 
contracting is necessary and vital if the interests of small business are 
to be protected. However, the committee does not agree with the 
contention that small-business opportunities in a mobilization period 
should be relegated exclusively to subcontracting. Any attempt to 
delegate the responsibility for awarding a fair and equitable share of 
defense production to small business by trusting that large concerns 
can and will assume complete responsibility for the welfare of small 
firms is improper and unsatisfactory. Large business can and should 
be encouraged to subcontract. However, this program is subordinate 
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to the Government’s direct responsibilities in the awarding of prime 
contracts. Small business wants only equal opportunity under nor- 
mal economic conditions. However, in an emergency period when 
natural economic laws are temporarily paralyzed by Government pro- 
grams, it is the Government’s responsibility to establish concomitant 
programs to insure that opportunity. 


PRODUCTION POOLS 


During World War II limitations of facilities and credit prevented 
many small concerns from undertaking war production vital to the 
national interest. One important method devised during that period 
for utilizing small firms in support of the war effort was the production 
pool technique. ‘Through the use of this device, pooling on a vol- 
untary basis of the capacity of a number of small plants into produc- 
tion units enabled small firms to undertake a number of war contracts 
and make significant contributions through their successful perform- 
ance. Inits concluding bi-monthly report covering the period from 
December 1945 through January 1946, the Smaller War Plants Corpo- 
ration stated: 

During the war nearly 250 war production associations or facilities groups 
received government clearance . . . The associations represented more 
than 2,000 companies employing over 140,000 workers. It has been estimated 
that they secured over $600 million in war contracts. 

Many small businesses which could not have otherwise participated in war 
production were able to do so by means of pools. By joining up with other small 


firms they could collectively turn out war goods which, individually, none of them 
would have been able to produce 


In view of this experience, it was a logical development at the out- 
set of the present mobilization period that a similar means should 
have been sought by those firms which had operated successfully as 
pool members during the war years. 

Legal Authority 


The legal authority for such pools was provided in Section 708 of 
the Defense Production Act of 1950, as amended (Public Law 774, 
8lst Cong.). This legislation authorized the President to- 
consult with representatives of industry, business, financing, agriculture, labor, 
and other interests, with a view to encouraging the making by such persons with 


the approval by the President of voluntary agreements and programs to further 
the objectives— 


of the Act. It was further provided that voluntary agreements found 
by the President to be in the public interest as contributing to the 
national defense should be construed to be within the prohibitions of 
the antitrust laws or the Federal Trade Commission Act of the United 
States. The Act also directs the Attorney General to determine any 
factors which— 


may tend to eliminate competition, create or strengthen monopolies, injure small 
business, or otherwise promote undue concentration of economic power— 
as a result of such agreements. 

Subject to the statutory limitations, authority for the establish- 
ment of all production pools was delegated by the President to the 
Defense Production Administration. However, the process of ap- 
proving these pools was diffused among the Defense Production 
Administration, the National Production Authority and, after its 
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establishment, the Small Defense Plants Administration, in addition 
to the required consideration by the Attorney Gencral and the Federal 
Trade Commission. Since such a division of responsibility could only 
be regarded as wasteful and time-consuming and worked considerable 
hardship upon small-business representatives, this process needed 
considerable simplification. To provide for a more effective adminis- 
trative mechanism, the President issued Executive Order 10370 on 
July 7, 1952, dele atin authority paralleling that exercised by DPA 
in the formation o production pools to the Administrator of the Small 
Defense Piants Administration. 

During the present emergency, 18 production pools composed of 
more than 400 small concerns employing approximately 20,000 workers 
have been approved. Others have made application to SDPA and 
are currently under consideration for approval. The following table 
indicates the number and location of pools formed prior to November 
1, 1952: 

TABLE 33.—Defense Production Pools 


. Number | Number 
Panda of com- of em- 
API panies ployees 


. Omaha Industries, Inc., Omaha, Nebr..------- Apr. 26,1951 102 5, 339 
. Coordinated Manuf acturers of Santa Clara Co., “Inc., , San Jose, 
(ae ..| June 11, 1951 45 478 
. Greater New York Manufacturing ‘Pool, New York, N. Y_.___- July 10,1951 86 2, 194 
Peoria Consolidated Manufacturers, Inc., Peoria, Il! July 13,1951 26 1, 066 
Central California War Industries, Inc., Fresno, Calif Aug. 6,1951 22 815 
Illinois Manufacturers Defense Pool, Inc., Chicago, Il_ - : Nov, 27, 1951 41 1, 869 
Dade County Industries, Inc., Miami, Fla__. - _..-.-| Jan. 17,1952 12 622 
. Small Manufacturers C ooperative, Bridgeport, Conn_....._------| Jan. 31,1952 f 411 
. Specified Finishes, Inc., Chicago, Ill. | Feb. 18, 1952 | 446 
. Florida Wood Coopers alive, Miami, Ad ger | Feb, 20, 1952 | 690 
. Mil-Fin, Inc., Waukegan, inl Feb. 28, 1952 600 
’ Consolidated’ Industries ‘Defense Production Pool, Inc., New 
York, N. Y- ..-| Apr. 10, 1952 

3. Engravers P roducers Group of New Y ork, ‘New Y ork, N. Fa | Apr. 14, 1952 
. Woodworking Defense Producers Pool of ‘New York ‘Area, New 
York, N. Y- Apr. 16, 1952 

5. Metal Products Co. , Nashville, Tenn | June 12, 1952 
}. General Tire P roduction PN, MN SIR cn ceccrauxececcoescest (AU Stee 
7. National Production Pool, New York, N. Y Sept. 23, 1952 
. Tri-State Defense Industries, Inc., New York, N. Y | Oct. 23, 1952 


1 
2. 
3 
4. 
5. 
6. 
8 
9 
0 
1 
2 











1 Excludes employees of General Tire & Rubber Co. 
Source: Small Defense Plants Administration. 


Following the delegation of authority to SDPA for the formation 
of pools, the Engineering Service Division was called upon to 
prov ide advice and guidance in the organizational stages of these 
pools. From this staff SDPA drew the engineering “compete nce 
necessary to render technical and management ‘assistance in the form 
of plant surveys and production studies required for the integration 
of all of the available facilities of the potential pool into a production 
unit. 

Among the initial decisions which must be reached by firms seeking 
to pool their resources is the question of incorporation under State 
laws. In instances where pools are incorporated, the pool becomes a 
legal entity which can seek Government contracts in its own name. 
The member firms then perform the actual work of the contract as 
subcontractors of the pool. In such cases it is the normal procedure 
that each subcontractor earns his own profit and the contract would 
not be burdened with an extra margin of profit for the pool. How- 
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ever, members are usually charged by the central pool for all services 
it performs. Expenses incurred in seeking the contract and super- 
vising its successful performance are defrayed in this manner. 

Unincorporated pools, on the other hand, operate in a somewhat 
different manner. In such cases, contracts are sought in the name of 
one individual member-firm which, in turn, assumes the required 
legal responsibility and subcontracts to other concerns associated 
with the pool. 

Detailed descriptions of the proposed functions of the pool are 
prepared by SDPA and submitted with appropriate recommendations 
to the Attorney General and the Chairman of the Federal Trade 
Commission. Upon their approval, the organization is completed by 
SDPA. All appropriate procurement agencies are then notified that 
the pool is available for the assumption of defense contracts. It is 
at this time that SDPA engineers undertake complete and thorough 
plant surveys to record the production potential of each member 
and assist in the coordination of this potential into a workable schedule. 

While the production pool device has unquestioned merit as a means 
for drawing small firms into the mobilization program, the success 
of the pools i in the period since the outbreak of hostilities in Korea 
has been disappointing. Several important factors have contributed 
to this condition. Considerable publicity has been given to the 
reluctance of the Armed Forces to enter into contracts with these 
organizations. In its official directives, the Munitions Board has 
stated the general concept that procurement officers should neither 
offer spec ial consideration nor discriminate against production pools 
as possible contractors. While such a position is defensible, it can 
be interpreted with considerable latitude by each of the services. 
‘These interpretations, in most instances, fail to recognize the special 
character of pool organization and do not make appropriate pro- 
visions for dealing with them. 

The principal issue which has arisen with the military has been its 
insistence that financial responsibility be established prior to the 
awarding of a contract. This insistence is obviously based upon 
sound procurement procedures. However, the means for its satis- 
faction lie within the scope of the authority of the pools themselves, 
the Armed Services, and SDPA. Incorporated pools which have 
attempted to secure contracts in their own names have no assets and, 
therefore, would be unable to pay damages in case of default. Never- 
theless, performance bonds based on the degree of participation in a 
specific contract by each member could be used to produce the 
mandatory financial responsibility. The likelihood of default by a 
pool, in turn, would be diminished because of the pressures all partici- 
pating members would naturally bring to bear on any member whose 
unsatisfactory performance threatened the welfare of either the 
member concerns or the pool itself. The one significant instance in 
which a large military contract has been awarded to a production 
pool as a result of the certification by SDPA to its capacity and credit 
has been based on such a procedure. It would appear that greater 
exploitation of this device might be made in the future. World War 
II experience in this area has offered little solution to the problem 
since the tremendous pressures for rapid military production have 
not occurred in the same degree. 
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The prospect of the difficulties involved in the renegotiation of 
contracts with many firms under proportional arrangements also 
probably contributes to the general attitude of the military toward 
production pools. In this period when the entire fabric of the econ- 
omy is in danger of distortion through the defense buying program, 
such an attitude on the part of proc urement officers could have grossly 
unsatisfactory implications for the Nation. However, the committee 
believes that an adequate working relationship with pools can be 
developed when other more basic problems have been solved by the 
pools themselves. 

It would be incorrect to assume that production pools have been 
excluded from defense contracting. Many of them have participated 
through the medium of subcontracts. Several have been awarded 
prime contracts. However, the volume of production that each antici- 
pated at the time of its formation has failed to materialize. The 
responsibility for this development rests with the pools themselves 
in that they have failed to submit low bids or proposals in all but a 
very few instances where they have sought prime contracts. Until 
actual cases arise, there can be little reason or opportunity to seek a 
more favorable policy from the Department of Defense. 


SDPA PRIME CONTRACTS 


SDPA was granted authority in its original legislation, Section 
714 (b) (1) (B) and (C), to accept prime contracts from the Govern- 
ment. It was obvious that while SDPA could not directly perform 
the contracts, in certain instances it could serve in much the same 
manner as the management authority of a production pool. SDPA 
envisioned its position in this program as a “‘conduit through which the 
contract would be channeled, broken into small lots, and placed with a 
number of small subcontractors.” 

Drawing from the experience of the Smaller War Plants Corporation, 
which possessed similar authority, it was not anticipated that this 
power would be widely or generally exercised. However, since its 
existence served often to make the Armed Forces more amenable to 
other suggestions for small-business participation in procurement 
w World War II, SDPA had hoped to achieve the same end in the 

carrent defense production program. SWPC had used this authority 
wale in twelve instances in World War II for contracts totalling 
$29,081,479. However, existence of such authority increased the 
stature of the agency in its dealing with military procurement officials. 

Although the SDPA statute authorized an appropriation of a $50 
million revolving fund for this program, no funds were appropriated to 
support these operations during the fiscal year 1952. SDPA proposed 
a fund of $10 million for fiscal year 1953. However, $1.5 million was 
actually appropriated for this purpose. This sum has been insufficient 
to enable SDPA to exploit this authority. The agency has sought 
an appropriate opportunity to use this fund on a pilot basis. How- 
ever, the fund has not been utilized thus far. 

It is the belief of the committee that the enlargement of this fund 
would allow a significant increase in the activities of SDPA in its 
effort. to secure for small business a larger participation in defense 
contracting. The committee also has every confidence that the 
appropriation of a larger fund would tend to improve general relations 
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in the procurement program between SDPA and the Department of 
Defense. 


MATERIALS ASSISTANCE 


The amendment establishing the Small Defense Plants Adminis- 
tration granted authority to the agency to represent the interests of 
small business in the allocation of controlled materials. The statute 
provides that, 

Whenever materials or supplies are allocated by law a fair and equitable per- 
centage thereof shall be allocated to small plants unable to obtain the necessary 
materials or supplies from usual sources. Such percentage shall be determined 
by the head of the lawful allocating authority after giving full consideration to 
the claims presented by the Administration. 

SDPA was also required to 


consult and cooperate with appropriate governmental agencies in the issuance of 
all orders limiting and expanding production by, or in the formulation of poliey 
in granting priorities to, business concerns. 


Further, the legislation directed all agencies of the Government 


before issuing such orders or announcing such priority policies to consult with 
the Small Defense Plants Administration in order that small business concerns 
will be most effectively utilized in the production of articles . . . for national 
defense and essential civilian purposes, 


REVIEW OF CONDITIONS CREATED BY MATERIALS CONTROLS 


A brief review of the general conditions which existed in the 
materials program will serve to illustrate the nature of the problem 
confronting SDPA at the time of its organization. The relatively 
simple priority system which was placed in effect shortly after the 
outbreak of the war in Korea was seriously defective. This system 
was restricted exclusively to direct military programs, and demand 
for remaining materials to be utilized in civilian production soon 
surpassed the available supply. Shortages were assured by a rush to 
purchase materials in which acute shortages had existed in World War 
II. General confusion resulted and the priorities system gave way 
to an “open-end” Controlled Materials Plan during the summer of 
1951. This plan, described in greater detail in Chapter II, sought to 
provide an equitable means for ‘allotting the available supply of steel, 
aluminum and copper for defense and civilian production require- 
ments. However, the unfilled backlog of priority orders placed with 
producing mills was not properly estimated and an insufficient supply 
existed to meet these 1 requirements and the orders authorized under 
CMP. A chaotic situation quickly developed. 

Authorizations for materials under CMP during the third and 
fourth quarters of 1951 were characterized as ‘hunting licenses’ 
since there was no assurance that the materials could be found. In 
the first quarter of 1952, the pendulum had swung in the opposite 
direction. CMP tickets became “certified checks” for those firms 
fortunate enough to receive them. In bringing about this change, 
production of consumer goods was drastic ally cut back. An NPA 
study in December 1951 showed that 2,582 companies producing con- 
sumer-type goods received cutbacks of 80 percent or more of their 
normal copper and aluminum requirements. Most of the manufac- 
turers in this study were small concerns. 


26984—53——16 
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In an evaluation of this situation, SDPA commented, “During 
World War II, a much larger proportion of our materials and facilities 
was diverted to direct war production. While this diversion made it 
impossible for many small companies to continue their regular pro- 
duction, nevertheless their facilities were needed badly for war work 
and they were able to get subcontracts. Now, unable to get defense 
work, many of these small companies which were able to survive an 
all-out war find themselves, in a period of partial mobilization, 
threatened with disaster.” 


ESTABLISHMENT OF SDPA OFFICE OF MATERIALS 


In November 1951 the SDPA Office of Materials was established. 
At this time, virtually all of the orders and regulations involving the 
control of materials had been in effect for periods of time ranging up 
to fourteen months. Thus both the pattern and policies of materials 
controls were already established. 

Small manufacturers dependent upon the Controlled Materials 
Plan for allotments of steel, copper, and aluminum were suffering 
extreme hardship resulting from low level allotments, particularly in 
the field of consumer-type items. The hardship was extremely severe 
on those small firms which manufactured for the civilian market 
one or a limited number of items requiring these materials. Exist- 
ing allotment levels were predicated upon a percentage of a pre- 
Korea base-period usage which virtually assured extinction of many 
of these manufacturers. These levels were set at 50 percent of 
base period use for steel, 10 percent for copper, and 20 percent for 
aluminum. For those concerns which could not find adequate sub- 
stitutes or convert quickly to defense production, the only alternative 
seemed to be a cessation of operations. 

SDPA Representation In Allocating Agencies 

In the absence of authority for the direct allocation of scarce mate- 
rials to small business, it was obvious that SDPA could best exercise 
its “consultative” functions through the immediate establishment of 
close relationships with the agencies in which this power was vested. 
During the first few months of its existence, SDPA sought and was 
granted representation on the important committees shaping the 
policy and operation of the materials program in both the Defense 
Production Administration and the National Preduction Authority. 
Through this representation SDPA could protect the interests of 
small firms at both the policy and operating levels in the program. 
The following is a brief summary of the extent of the SDPA represen- 
tation on these committees: 

The SDPA Administrator became an official member of the DPA 
Requirements Committee, a group composed of 14 top-level officials 
of Government claimant agencies and NPA, responsible for the final 
authentication of quarterly controlled materials programs. 

The Director of the SDPA Office of Materials was made 
member of the DPA Program Adjustment Committee, a working 
committee responsible for hearing appeals, requests for adjustments, 
analyzing programs and dev eloping preliminary determinations for 
official action by the DPA Requirements Committee. 

3. The SDPA Office of Materials was represented on each of ap- 
proximately 30 NPA divisional requirements committees. Repre- 
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sentation on these committees permitted SDPA to participate in 
the adjustment of allocations programs to reflect the determinations 
and allocations made by DPA to specific NPA operating divisions. 

4. SDPA representatives formally attended meetings of the NPA 
Order Clearance Committee which reviewed each materials order prior 
to its issuance. Thus, an opportunity is afforded for SDPA to make 
official suggestions and recommendations to alleviate undue restric- 
tions on small business prior to the issuance of orders. 


SMALL BUSINESS HARDSHIP ACCOUNT 


Surveys by the new agency indicated that many controls were 
conceived or were administered in a fashion which created unnecessary 
hardships on large areas of the small-business community. This 
was apparent in the flood of requests for assistance which small 
businessmen addressed to SDPA and to Members of Congress. The 
threat to the existence of many small firms was even more evident 
from the special vantage points which SDPA enjoyed on the official 
regulating committees within the materials program. Therefore, 
while it pressed for the correction of regulations and orders, the agency 
urged the formulation of a committee or group which would be given 
the authority to offer assistance to small concerns facing identifiable 
economic hardship because of their inability to obtain materials. 
This plan did not contest the basing of allotment criteria on essentiality 
to the defense effort, nor did it contend that the standard of past 
consumption in determining allotments was unfair. However, it 
did express the need for greater flexibility in the allocations procedures 
and recognition of distressed conditions of individual small firms. It 
noted that most of the materials regulations and, indeed, every order 
issued by NPA, contained ‘provisions permitting the allowance of 
exceptions for hardship conditions. 

During the first quarter of 1952, procedures were established within 
NPA whereby small single-line operators who would be compelled to 
close their plants because of low materials allotments would be eligible 
for assistance. Such assistance was offered in the form of supple- 
mental allotments under a program administered by the various 
NPA industry divisions. In April the Small Business Hards hip Ac- 
count was established with the advice and cooperation of SDPA. 
This Account improved the effectiveness of hardship assistance to 
small business through the contribution of specific quantities of mate- 
rials by each NPA division. For purposes of illustration, the follow- 
ing table indicates the quantities of materials set aside in this Account 
for the second quarter of 1952: 


TABLE 34 

Material Initial allotment 
Carbon steel (tons) - - - 4 54, 437 
Plate (tonms)__.----- 5, 510 
Structural steel (tons) wader 1, 799 
EN ge OSS TE ES SE OG ae ee ng eee) ee a ae Pena ees 4,414 
Stainless steel (pounds) - ae ae ae 931, 400 
Copper brass mill (pounds) 5 isting act an, a 
Copper wire mill (pounds) — 800 
Glgpoer sc0nary (rounds) 022. so a 2 : , 300 
Aluminum (pounds) cy : }, 000 


Source: Nationa] Production Authority. 
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To qualify for assistance, the following criteria were established: 

1. The firm must be classified as small business. (The definition 
excludes affiliates of larger companies.) 

2. It must be primarily producing civilian-type products. 

3. The firm must be faced with probable failure or prolonged shut- 
down because it has received insufficient allotments of controlled 
materials for the calendar quarter for which the application is being 
submitted. 

4. It is unable to continue normal production by using substitute 
materials. 

The plant facilities are not suitable for conversion. 

The administration of the Account was delegated to a Review Panel 
composed of four members. The Assistant Administrator for NPA 
for Small Business acted as chairman of the Panel. Other members 
included the Director of the SDPA Office of Materials and representa- 
tives of the NPA Civilian Requirements and Labor Divisions. This 
group has worked harmoniously in discharging its responsibility for 
reviewing hardship cases and “recommending “specific supplemental 
allotments. 

The Panel is still in operation although the easing of materials 
shortages in recent months has greatly reduced the number of hardship 
cases referred for its consideration. However, between April and July 
of 1952, approximately 800 individual cases were considered by the 
Panel. The materials assistance afforded saved these firms from 
either drastic financial losses or extinction. Within recent months, 
the relaxation of the provision that a firm must be confronted with 
imminent failure has widened the Panel’s jurisdiction. 

In many cases coming before the Panel, it was noted that low base 
period usage statistics were the primary cause of hardship. Special 
attention by the appropriate NPA Divisions has resulted in many 
adjustments which removed numerous small concerns from the rolls 
of those suffering permanent hardship. 

The valuable assistance of this program and the influence which 
SDPA has exerted both in its establishment and operation have been 
of undeniable benefit to small business. It is unfortunate that such 
a body was not set up by NPA during the spring of 1951 when ma- 
terials shortages were most acute. 


OTHER ACTIVITIES IN THE MATERIALS PROGRAM 


The ‘‘stretch out” of the mobilization program over a longer period 
of time, the greater supply of materials through increased basic 
production, and the more effective management of the materials 
controls program during 1952 contributed to the easing of many 
of the pressures which had existed earlier in the year. Duri ng the 
work stoppage of the Nation’s steel plants, SDPA actively urged 
the adoption of procedures to prevent a disproportionate burden on 
small enterprises. With approximately 18 million tons of steel lost 
to the economy, SDPA recommended the revision of allocation poli- 
cies to insure that a fair share of the reduced supply would be made 
available to small concerns. NPA acted upon these recommenda- 
tions, increasing allotments to steel warehouses from 100 percent of 
the base period to 120 percent for the first three months after the 
resumption of production. Other measures intended to protect this 
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principal source of supply to small business were formulated at the 
recommendation of SDPA. Largely because of these actions, the 
impact of the steel shortage has been equitably distributed over the 
entire economy. Studies were similarly made of the effect of the 
temporary curtailment of copper imports after Chile’s abrogation of 
her copper agreement in May of 1952. 

SDPA has also reviewed all orders affecting the use of materials 
to assess their impact on the small business community and formulate 
appropriate recommendations. The revocation of a number of orders 
imposing restrictions which, in the opinion of SDPA, were unneces- 
sarily injurious to small concerns, has been secured. Among these 
are Orders M-59, restricting the amount and use of steel strapping; 
M-—56, imposing restrictions on the utilization of feathers; and M-—69, 
restricting the use of sulphur. 

The adoption of other SDPA recommendations has brought about 
revisions and amendments to a number of NPA orders and regulations 
which are still in effect. Among these are orders governing the use and 
distribution of machine tools, metal cans, and metal closures; the 
removal of aluminum foil from the controls imposed by various 
aluminum orders; the decontrol of chrome stainless steel and the liber- 
alization of permissible uses of tin. 

As a result of recent studies, recommendations are now being made 
to revoke other NPA materials orders, to decontrol of secondary steel 
and tin mill products, and to allocate additional materials to product 
codes which have been held at low levels throughout the operation 
of the Controlled Materials Plan. SDPA is also studying plans being 
evolved for the decontrol of steel, copper and aluminum in order to 
prevent the injurious effect of precipitate lifting of existing regulations. 


MACHINE TOOLS AND EQUIPMENT ASSISTANCE 


The conversion of small plants to enable them to undertake defense 
contracts often poses difficulties in obtaining suitable equipment. To 
assist in the solution of this problem, the SDPA Office of Materials 
was expanded on February 8, 1952, to include a Machinery and 
Equipment Division. The program of this Division was undertaken 
to assure that small producers of machine tools and other essential 
equipment receive an uninterrupted supply of materials and to insist 
that small firms be afforded equitable treatment in the distribution of 
equipment in short supply. 

Since the control of both the production of new tools and the leasing 
of Government-owned equipment was within the authority of NPA, 
a close working relationship with that agency was required. Backlogs 
of orders for new machine tools were found to extend from 6 months 
to 4 years, often eliminating small firms seeking equipment from this 
source of supply. Therefore, this Division became a coordinating 
office to prepare valuable information concerning sources of available 
equipment for small businesses already producing or seeking to pro- 
duce defense items. This aid has been offered in many forms. On 
one occasion, a tool required by a firm in Nashville was located in the 
surplus stocks of an automobile manufacturer in Detroit. Numerous 
instances of such spot assistance could be recounted. Working with 
the ODM Manpower Task Force in Detroit early in 1952, an SDPA 
representative urged fifty large machine tool manufacturers to sub- 
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contract work on which they were behind schedule in order to utilize 
the available idle productive capacity. As a result over $4.4 million 
in subcontracts were awarded to small builders. 

Catalogues of machine tools available from domestic and foreign 
sources were assembled for the information of small businesses. 
Surveys of manufacturers were undertaken to provide specific informa- 
tion concerning idle capacity. Through these studies, the negative 
effect of NPA Order M-41 became evident. This order prohibited 
the shipment of unrated orders so long as rated orders remained on 
the manufacturer’s books. It also reserved 70 percent of machine tool 
production for use in priority military programs and froze the ship- 
ment of equipment falling into the 30 percent unrated orders. As a 
result the machine tool industry was in a state of virtual paralysis. 
Both the machine tool builders, the vast proportion of whom are 
classified as small business, and potential customers were subjected 
to considerable hardship. As the order stood it impeded the accept- 
ance of orders by manufacturers with open capacity. Its modifica- 
tion has proved mutually beneficial to both the small tool manufac- 
turers and many other small firms. 


NPA Production Equipment Central Inventory Group 


On May 30, 1952, Defense Mobilization Order No. 18 provided for 
the establishment within NPA of a central inventory pool of informa- 
tion pertaining to idle machine tools and other industrial equipment 
owned by the Government. It further authorized the allocat:on of 
this equipment to defense contractors. Since such a program was of 
primary interest to smaller manufacturers, a procedure was estab- 
lished with NPA to offer information concerning these tools to small 
manufacturers through SDPA. 

During World War II, a similar pool established by the Army 
Ordnance Corps, was of particular assistance to small concerns. 
Through the sponsorship of the Smaller War Plants Corporation, 
more than 75 percent of the transactions in this pool were with small 
firms. 

The NPA Production Equipment Central Inventory Group was 
delegated responsibility for formation of the pool. Machinery was 
drawn from the surplus stocks formerly under the control of the 
Armed Forces, General Services Administration, Atomic Energy Com- 
mission and Federal Security Administration. Some 42,000 machine 
tools were cataloged. Of this number, it has been estimated that as 
much as 25 percent of the equipment is of no value and should be 
scrapped. 

There has been little traffic in these tools. It would seem that 
cumbersome administrative restrictions may be responsible for this 
condition. Under existing regulations, defense production subcon- 
tractors have only limited opportunity to appeal for assistance. It is 
precisely in this area that the need of small firms is greatest and these 
limitations must be abolished before any real program of assistance 
can be developed for the use of these tools. 

Much of the equipment is not suitable for the close tolerances 
required in current defense orders. Much of it was manufactured in 
World War II for single purpose work. This restricts its possible 
uses today. However, these limitations are applicable only to a por- 
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tion of the machinery in the pool. There appear to be other reasons 
for the low number of transactions for equipment. 

The small manufacturers in many cases feel they cannot afford to 
draw tools from the pool since the costs of shipment and overhauling 
are often prohibitive. The present arrangement requires that these 
tools may be issued only on a lease basis, subje ct to return to the pool 
once the specific contract for which they have been acquired is com- 
pleted. Small manufacturers are anxious to procure these tools on 
other than a lease arrangement and they are reluctant to assume the 
burden of reconditioning costs only to lose them after the completion 
of one contract. 

It would appear appropriate that a portion of this equipment 
should be disposed of through lease-purchase agreements. In this 
manner, small manufacturers would be afforded the opportunity to 
pay for equipment now serving no useful purpose with profits earned 
from the use of the tools themselves. The committee believes that 
such a suggestion has sufficient merit to warrant a joint study by 
NPA and SDPA. Chief among the many points to be considered in 
such a study should be the effect of lease-purchase agreements on the 
machine tool industry. The authorization of such agreements should 
not be undertaken if it would impair the production of new e quipment. 
The continued health and vitality of this industry is imperative to 
the national security and would, in a large measure, determine the 
Nation’s ability to embark upon a full scale mobilization of the 
economy should that necessity arise. 


PROTECTION OF SMALL BUSINESS INTERESTS IN EXPANSION 
PROGRAM 


The proportional expansion of small and large businesses during the 
mobilization period has been of great concern to the Small Defense 
Plants Administration. Particular attention has been focused on 
the Government program for the stimulation of expansion through 
the offering of rapid tax amortization privileges to achieve needed 
additional production. In the belief that expansion fostered by the 
Government should maintain the competitive ratio between large 
and small enterprises which existed prior to the mobilization effort, 
SDPA from its inception has exercised every means at its disposal 
to prevent undue distortion of the economy. 

The statistics of expansion illustrate the tremendous impact of the 
mobilization program on the Nation’s productive facilities. They 
also hint at the competitive forces which will be liberated upon the 
completion of the program. In the first two years of the present 
mobilization (October 30, 1950, to October 30, 1952), 14,340 certifi- 
cates of necessity were issued for rapid tax amortization for new and 
expanded facilities valued at $23,199,969,737 

An SDPA analysis of the position of small business in the expan- 
sion program justified the concern of the agency. In general terms, 
it clearly indicated that small firms had failed to keep pace with the 
growth of their larger competitors. An estimated 10 percent of the 
value of tax amortization certificates had been received by small 
manufacturing firms although they accounted for approximately 42 
percent of total employment in manufacturing. 
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It was evident that in the first few months of the expansion, large 
firms in basic industries received a very high proportion of the cer- 
tificates issued by the Defense Production Administration. The 
following reasons can be advanced for this development: 

There was a preponderance of large firms in the heavy industries 
where expanded production was imperative for the defense effort. 

2. Large firms were ready for expansion and could present detailed 
expansion plans. 

3. Large business in general possessed adequate capital and ‘‘know 
how”’ to carry out expansion plans. 

4. Applications were processed and certificates issued in the order 
in which they were received by the certifying agency. 

No special provision was made for small business to receive any 
particular proportion of the certificates of necessity. 

6. Generally, at the outset of the program, small business lacked 
Washington representatives who could present their cases to the 
certifying agencies 

7. A gene sral lack of overall planning in the expansion of productive 
facilities often tended, however unintentionally, to benefit large busi- 
ness rather than small business. 


SDPA PLAN TO ASSURE SMALL BUSINESS PARTICIPATION 


By March 30, 1952, the cumulative value of investment approved 
under the tax amortization program had already reached approxi- 
mately $17 billion, and an additional $10 billion in applications was 
awaiting approval by DPA. Since there was no apparent reversal of 
the trend toward large business dominance in the expansion program, 
SDPA urged that a small-business share be determined. This plan 
proposed that in each industry expansion goal, certificates of necessity 
be granted among large and small businesses to correspond with their 
pre-Korea ratio of the industry. It also urged that a small-business 
share be set aside to assure the optional participation of small firms. It 
was strongly recommended that the disturbance of the competitive 
ratio which had already occurred in given industries be considered in 
the granting of certificates in the future. 

DPA initially rejected the SDPA proposal. However, on May 26 
the two agencies jointly announced agreement on the general substance 
of the SDPA recommendation. This agreement provided that: 

SDPA might propose a share of each unfilled expansion goal to 
be earmarked for small business. ‘This share would be based on the 
pre-Korea ratio within the particular industry. Following the accept- 
ance of this recommended share by DPA, it would be filled from small- 
business applications. 

2. When the number of applications on hand was insufficient to 
meet the needs of a particular expansion program, SDPA would be 
allowed 30 days in which to inform small-business concerns of the 
availability of tax amortization privileges. During these 30 days the 
agr — small-business share would be held open for small concerns. 

. Where the number of applications on hand proved sufficient to 
meet a particular expansion goal, and enough qualified small-business 
applications had been filed to meet the share designated for small busi- 
ness, DPA would make every effort to see that small concerns were 
given this share. 


— 
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4. When the applications on hand proved sufficient to meet the 

goal, regardless of whether they were in the proper ratio, DPA would 

not agree to the 30-day period in which to seek more applications from 

small concerns. 

Program of Assistance 

Since the agreement, SDPA has given wide publicity through its 
field offices to the expansion opportunities available to small business. 
The agreement has also enabled the agency to intensify its efforts to 
furnish assistance to many individual ‘small firms seeking to expand. 
Detailed advice has been furnished to well over 300 small businesses by 
SDPA. The nature of this aid may be generally summarized as 
follows: 

Explanation of the expansion program, the advantages and dis- 
advantages of participation, interpretations of its effect on the tax 
structure of individual firms, and general procedures for complying 
with tax laws and DPA regulations. 

2. Explanation of procedures for filing applications. 

3. Studying of applications to insure every possible consideration 
by other Government agencies. 

4. The notification of final action taken by DPA. 

5. In cases of denial, a careful analysis of the reasons for rejection 
and advice concerning the means and basis for requesting reconsid- 
eration. 

The program of assistance also includes counsel and guidance for 
small business pertaining to interpretations of time extension pro- 
cedures, transfers of certificates, percentage regulations, and all otber 
phases of the tax amortization program. Without such service, it is 
evident that the complexity of this program would discourage the 
average small businessman whose limited resources would preclude the 
expense involved in obtaining such assistance from private sources. 

By October 30, 1952, small business set-asides representing a “fair 
share” of 22 established industry goals had been agreed upon by 
SDPA and DPA. Many other goals of interest to small concerns 
are currently under consideration. The following table indicates the 
value of the certification to small business by DPA under 15 expan- 
sion goals for which such shares have been established: 


TABLE 35.—Small business share in 


15 expansion goals 


Expan Small Business 
aa < = 


sion 
Goal No. | 


Product 


Ie ha i acl ii aioe 
81 | Photographic Equipment 


84 | Electronic Products. -.........-- Pi pe Ml a gt 


66 | Alverait.......~.. 


Kilovolt-amperes 


86 | Mining Machinery (Data for ‘period June-Sept. only) i, a 


94 | Gears and Gear Drives. 

101 | Precision Screw Products_- BE 
105 | Precision & Large Size Fasteners..._.___-- 
122 | Switchgear, high voltage._.-............_- ; 
123 | Machine Tools (June-Sept. only) 





127 | Cutting Tools (June-Sept. only) -.-..._-.- rene Loe 


128 | 
139 
142 
146 


Dies, Jigs & Fixtures. -_- 


Pumping Machinery 


Total 


Source: Smal! Defense Plants Administration. 


Material Handling a ae eX 


OMEN 5 <cscccs si. --0s es scs con saocnscce 


-| 
| 


Amount certi- 
fied— Dollar or 
Unit Amount 


4, 550, 000 
$5, 996, 000 
$25, 019, 133 
$109, 000, 000 
462, 000 

, 814, 847 
3, 033, 224 

, 772, 189 

2, 968, 532 
$97 3, 181 

544, lll 
, 178, 960 
,6 35 5, 260 
373, 080 
4, 227 


$17 8, 204, 745 


13, 
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Chart XVIII on page 235 indicates the disturbance of the pre-Korea 
competitive ratio which has occurred in the program. Except in two 
instances small business has not been granted its fair share. 

Within broad industry groupings, statistics showing the proportion 
of tax amortization certificates awarded to large and small firms, indi- 
cate clearly the nature of the expansion program. The following table 
illustrates the small business position in this program. 


TABLE 36.—Exzperience of small! manufacturing concerns in the facilities expan- 
sion program sponsored by tax amortization (October 1950-August 1952) 

















| — a | Small busi- | Estimated 

: | of facilities | ness! per- | small busi- 

Industry group * approved | centage of ness “fair 

| ($000,000) total share’? 3 
| 
| Percent | Percent 

Textiles 4... _ ia eb ubeetice eateries aitehara anne $84 s 2 
Lumber ¢_ inbee ictackneebierauaamedascumilcs oe 58 | 36 | 84 
Chemicals - __. aioe hci hel a Ni eee 2, 257 | 9 | 29 
ST OUI eo cc cu cccaeucausvekwcdseuk 4 Mee 117 7 16 
OT ni iis ic oticemindkneciiees leah oe 298 20 | 46 
Paper ee Re oe ee 724 29 | 41 
Petroleum and coal... ___- NE EP aan - | 1,477 15 | 14 
I ee 4, 445 5 | 18 
i Ee ed ee ta 157 | 35 | 51 
Machinery (except electrical) ...................-..-...-...-.-| 686 | 27 36 
Irstruments, etc Sie AMiacaiene hapa Keacaeamenaceaaasenits 130 | 11 | 35 
IN OE ae ai oo Sidon ks coeds cde wees 1,041 9 9 
ERNIE MIRON Ws, on ok cnc ciwecmeciemsann Tae | 393 20 | 18 
Ra 38 i ee Ag ae a ae Tae ey BES 12, 167 11 | 290 


! For this particular tabulation small business is regarded as firms employing less than 500 workers. 
? Based on DPA tabulation which contains summary figures for major industry groups. 
3 Based on Ist quarter, 1949 employment by firms with less than 500 workers. 


‘ Small-business employment percentage based only on those industries in which substantial tax amor- 
tization was granted. 


§ Excludes $280 million granted as ‘‘Ordnance’’ because no statistical analysis is possible of a pre-Korean 
smali-business share. 


Source: Small Defense Plants Administration. 


On the basis of the evidence currently available, any evaluation of 
the overall expansion program must conclude that in its early phases 
far too little attention was given to the position of small business. 
Again, expediency appears to have taken precedence over careful 
planning and the small-business segment of the economy has suffered 
as aresult. If the present trend is not reversed, American productive 
enterprise will emerge from the mobilization period with a considerably 
altered complexion. This complexion will be one of increased indus- 
trial concentration with a corresponding sacrifice of small firms. 
Facilities Review Board 

Among the problems most often encountered by small businessmen 
was the expansion or construction of industrial facilities sponsored by 
mobilization agencies, when adequate facilities to perform needed pro- 
duction already existed among small-business firms. In its extensive 
field hearings during the spring of 1951, the committee heard testi- 
mony which furnished numerous examples of such occurrences. 

Late in 1951 the Defense Production Administration established the 
Facilities Review Board which was intended to assist in locating idle 
capacity and thus avoid unnecessary construction and expansion. 
The Board was empowered to review proposed projects involving 
construction, rehabilitation, or equipment of plants sponsored by the 
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military services and the Atomic Energy Commission. Initially this 
review was limited to projects involving the expenditure of Defense 
Department funds for construction estimated at more than a million 
dollars. However, in reviewing the increasing necessity for the con- 
servation of critical materials early in 1952, this ‘‘floor’’ was lowered 
to $500,000, whether the construction was to utilize public or private 
funds involving the issuance of certificates of necessity. 

Projects are referred to the Board from the Armed Services in the 
form of proposals to provide plants or machine tools and equipment 
to defense contractors. The Office of Construction and Resources 
Expansion also refers applications for accelerated amortization on 
defense plants and applications for loans for construction and equip- 
ment. After a search for existing idle facilities, the Board formulates 
recommendations as to whether unused facilities or plant space are 
available to obviate the necessity for the proposed construction, 
rehabilitation, or equipment. 

This Board has operated most effectively in discharging its responsi- 
bilities both to the defense production program and to the business 
community. Of the _ cases it has reviewed between November 15, 
1951, and November 1, 1952, is has located available existing space 
in 108 instances. Done sources and production of required 
items through subcontracting have been recommended in 107 cases. 

This Board is composed of a chairman and two members represent- 
ing the Defense Production Administration. Associate Board 
members include representatives of the Army, Navy, Air Force, 
Atomic Energy Commission, Department of Labor, Bureau of the 
Budget, Office of Defense Mobilization, and, since September 2, 1952, 
SDPA. 

Since many of the productive facilities of the Nation which are 
unknown to the mobilization agencies are in the area of small business, 
successful operation of this Board is of vital concern. While the 
performance of the Board has been most praiseworthy, its value to 
small business has been sharply diminished by its lack of authority to 
act on expansion projects valued at less than $500,000. It is precisely 
in this area that the greatest interests of small business lie. There is 
no doubt that the administrative burden of considering such cases 
would be too great for the Board to undertake as it is presently con- 
stituted. However, it is equally obvious that the approval of such 
projects is well within the province and capability of SDPA. Through 
its expanding body of information concerning the productive fac ilities 
of small business and its close association with small manufacturers 
on a regional level, SDPA is equipped to make a useful contribution 
both to the defense effort and the welfare of hundreds of small firms. 


LOANS AND FINANCIAL ASSISTANCE 


Prominent among the host of problems confronting small business 
in the mobilization effort is the requirement for credit and financial 
assistance. Despite the fact that the productive capacity of many 
small firms was believed essential to the success of the gigantic defense 
production program, it became increasingly clear that the existing 
credit channels were inadequate. The traditional sources of credit 
available to the business community did not provide the means for 
small business to participate in the program to the extent of its 
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capabilities. While rigid controls over materials drastically curtailed 
civilian production, numerous small firms were unable to finance 
defense contracts. Thus, it appeared that many small firms were to 
become casualties of the very mobilization process which actively 
sought the items they could produce. 

Early in 1951, the necessity for credit opportunities to meet the 
particular needs of small firms was apparent if those conditions which 
gravely threatened the integration of small business into the defense 
economy were to be overcome. The primary sources of credit were 
private lending institutions and the Reconstruction Finance Corpor- 
ation as prov ided in sec. 4 (a), Public Law 2, 72nd Congress, as amended. 
Another source was provided in Executive Order 10210, issued under 
authority granted in the First War Powers Act, as amended. The 
Defense Production Act established still another lending authority 
through the V-loan program for working capital as provided in sec. 
301. Facilities expansion loans were authorized under sec. 302 of 
the same Act. 

Although Congress recognized that peacetime loan machinery would 
not fill new credit requirements, the additional provisions of the De- 
fense Production Act did not make equitable provision for the disparity 
of credit requirements between large and small business. The appli- 
cation of controls of materials and Government procurement policies 
and practices did not affect large business in the same manner or extent 
since large inventories of materials and long-term credit are traditional 
to its operational practices. Here needs could be served by the 
existing credit structure, including stock and bond issuances. To 
many small businessmen these avenues were closed. 

In an evaluation of the inadequacy of the credit opportunities 
available to small firms, the limitations of the V-loan program were 
immediately apparent. Under these provisions, a businessman 
already possessing a defense contract might make a loan application 
at a local bank. The contracting officer of the Government agency 
concerned might then issue a certificate of guaranty for 90 percent of 
the loan with the Federal Reserve Banks acting as fiscal agents for the 
Government. 

Under this provision of the law individual banks were often re- 
luctant to participate even to the extent of 10 percent of the loan. In 
1951 one principal argument lay in the contention that under the 
Assignment of Claims Act of 1940, banks making such loans were 
liable for any claims arising out of renegotiation of the contract, in- 
come taxes, or unpaid soc ial see urity contributions. Although these 
difficulties were resolved through amendments to this Act (Public 
Law 30, 82nd Cong.), in order to qualify, the businessman must show 
that he has been awarded a defense contract. Conversely, he was 
often eliminated from consideration in the awarding of contracts 
because he could not show he had sufficient financial resources to 
perform the contract. 

The provisions of Executive Order 10210, issued by the Presi- 
dent on February 2, 1952, under the authority of the First War Powers 
Act, as amended, allowed the Department of Defense to make partial, 
advance and progress payments to firms holding defense contracts. 
However, in cases where financing was necessary to begin production, 
restrictions on such payments did not make them readily available 
even for essential production and, from the point of view of many 
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small businessmen, the disadvantages of this possible source of capital 
were essentially the same as those encountered under the V-Loan 
program. Small businessmen who looked hopefully to the expansion 
of capacity loans under Section 302 of the Defense Production Act 
found another closed source in the specialized “essentiality” require- 
ments of these loans. Final authority for the granting of such loans 
rested with the Defense Production Administration, with the RFC 
acting as fiscal agent only. Since these loans were intended for the 
expansion of capacity, many small concerns eventually found they 
could not meet the fairly rigid qualifications which had been estab- 
lished. However, the cumbersome procedures caused interminable 
delay before a determination of essentiality could be made Each 
of these loan procedures discussed above doubtlessly had a legitimate 
place in the defense loan structure. Nevertheless, they could hardly 
be considered ready sources of credit designed to meet the needs of 
small business. 

Restrictions placed on banks in an effort to control credit often 
militated against small business, limiting traditional peacetime loan 
sources. In the milieu of new regualtions on private lending and 
the new efforts advanced by the Goverment to alleviate the growing 
seriousness of the problem of financing, small businessmen in the 
early mobilization period were confronted with a general environment 
of confusion and frustration. In large numbers, the committee heard 
their requests for one Government agency with adequate authority 
to assist in the solution of their financial problems. Many of these 
requests were coupled with a recollection of the salutary effect of the 
authority granted the Smaller War Plants Corporation during World 
War II. 

Under Public Law 603, Seventy-seventh Congress, SWPC was 
empowered to make loans to small businesses for the ‘manufacture of 
articles, equipment and supplies, and materials for war and essential 
civilian purposes.”’ During its life SWPC authorized nearly 6,000 
such loans amounting to over half a billion dollars. As in other phases 
of the proposed plan ‘for the establishment of an agency to assist small 
business with its problems during the mobilization period, the experi- 
ence of SWPC inevitably resulted in making that wartime agency the 
direct forebear of SDPA. In the area of loans and _ financial 
assistance, however, one significant difference developed. Although 
as it was originally envisioned, SDPA would possess independent 
lending powers, a more analytical study of the problems involved 
resulted in the conclusion that Government lending activities should 
be concentrated in the Reconstruction Finance Corporation, an estab- 
lished agency created primarily as a public institution to provide a 
source of credit during emergency periods. Thus, while SWPC was 
a self-contained lending agency, SDPA was limited to the power of 
recommendation. 

In the amendment to the Defense Production Act, section 714 (b) 
(1) (A) authorized SDPA— 
to recommend to the Reconstruction Finance Corporation loans or advances, 
on such terms and conditions and with such maturity as the Reconstruction 
Finance Corporation may determine on its own discretion, to enable small business 
concerns to finance plant construction, conversion, or expansion, including the 
acquisition of land; or finance the acquisition of equipment, facilities, machinery, 


supplies, or materials; or to finance research, development, and experimental 
work on new or improved products or processes; or to supply such concerns with 
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capital to be used in the manufacture of articles, equipment, supplies, or materials 
for defense or essential civilian purposes; or to establish and operate technical 
laboratories to serve small business concerns; such loans or advances to be made 
or effected either directly by the Reconstruction Finance Corporation or in coop- 
eration with banks or other lending institutions through agreements to participate 
in insurance of loans, or by the purchase of participations. 

A fund of $100,000,000 from which such loans could be made was 
provided the RFC. 

This lending authority offered a new impetus to Government credit 
facilities available to small business. Under previous statutory pro- 
visions, many small firms found themselves ineligible despite the fact 
that they were good credit risks. Collateral, the possession of defense 
contracts, or strict essentiality to defense production had eliminated 
large numbers of small firms from consideration. However, under the 
new amendment, the primary consideration became the need for 
financial assistance by responsible small firms for both defense and 
essential civilian activities. It is obvious that this provision offered 
a substantive contribution for the protection of small business. 

The procedural arrangements finally concluded between the RFC 
and SDPA in December 1951 promised to offer considerable service 
to small firms with a minimum delay. This was accomplished largely 
through the cooperation of the RFC in making available its extensive 
field service offices in principal centers of industry and commerce. 

The determination of the eligibility of loan applicants under the 
law is the responsibility of SDPA. Inherent in this decision is the 
question of what constitutes a small-business concern. The statute 
provides that a small-business firm shall be one which is independently 
owned and operated and not dominant in its field of operations. 
However, it is also stipulated in sec. 714 (a) (1) that in making a 
detailed definition of small business, SDPA may give consideration 
to other factors such as the dollar volume of business and the number 
of employees. For the purposes of its loan program, SDPA has not 
attempted to undertake an arbitrary definition to fit all cases. How- 
ever, in all actions involving applications for financial assistance, 
SDPA’s determination of eligibility has been made within the statutory 
criteria. 

The organizational structure of a firm is not regarded as a deter- 
mining factor in establishing the eligibility of an applicant. Although 
the applicant may be a subsidiary or affiliate of. another concern, it is 
not disqualified if the entire group of concerns, viewed in its totality, 
can qualify as small business. 

With respect to the number of employees of a firm eligible to be 
classified as small business, the size classification of manufacturers 
published by the Department of Commerce in November, 1951, has 
been used as a guide. Early in its experience, SDPA also determined 
that working capital loans for small concerns engaged in a service 
function rather than manufacturing might also be considered favor- 
ably. However, unless there are exceptional circumstances, the 
agency has rejected applications of retail, food and department stores, 
housing or hotel construction for investment or speculation, and retail 
auto sales and repair shops on grounds of policy. In the consideration 
of loan applications for working capital for the performance of defense 
contracts, the assignment of proceeds to become due under the 
contract may supplant the requirement for more tangible collateral. 
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These decisions emphasize the SDPA policy to recommend financial 
aid to responsible small business concerns whether for the defense 
program or essential civilian purposes. The procedural details by 
which loan applications are filed and acted upon by SDPA and RF C 
are discussed in Chapter III. The lending activity during the first 
nine months of the program (January 1 through September 30, 1952) 
is shown in the following table: 


TABLE 37.—Volume of applications for small business loans under sec. 714 of the 
Defense Production Act, January 1 through Se ad mber 30, 1952 








Number Amount 
Applications received by RFC_..-__...-- is ; | 1,103 | $331, 071, 54¢€ 
Applications processed and forwarded to SDPA ae er j 1, 088 326, 230, 234 
Applications withdrawn or declared ineligible by SDPA__- 440 | 94, 966, 979 
Applications for consideration by SDPA kstane | 684 231, 263, 255 
Applications unfavorably recommended by SDPA..-- ; 321 | 179, 750,155 
Applications favorably recommended by SDPA_.___-- 238 | 29, 050, 458 
Applications pending at SDPA_.......-...-----..----- 89] 16,794,363 


Source: Small Defense Plants Administration. 


During this period, a total of 238 loan applications in the aggregate 
amount of $29,050,458 were favorably recommended by SDPA. 
Of this number, 195 applications totaling $23,764,508 have been ap- 
proved by RFC. Of the 195 approved loans, 83 percent of the total 
number and 59 percent of the value of such loans were made to firms 
employing fewer than 100 persons. Firms employing between 300 and 
400 accounted for only 2 percent of the loans and 5 percent of the 
value. Through the reporting date, no loans had been made to 
concerns whose employment exceeds 365 persons. 

The distribution by the size of firms (by number of employees) to 
which these loans have been made is shown in the following table: 


TABLE 38.—Distribution by size of firms—Loans under sec. 714 of the Defense Pro- 
duction Act, January 1 through September 30, 1952 


Number of loans Value of loans 
Employment size of borrower eens a —erreeemee - 
Number Percent | $000 Percent 

1-99 wines ; weenie pijibercnimiamiuialeed Uae 162 83 $14, 015 59 
100-199. _. i baat 23 12 5, 820 25 
200-299. _- Rie a : 6 3 2, 691 ll 
300-399 _- Tiaeatass scsi tablets é —= 4 2 1,100 5 
en jae td SEES Se ee s 195 100 23, 626 100 


Source: Small Defense Plants Administration. 
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The following tabulation shows the distribution by size of the loans: 


TaBLE 39.—Distribution by size of loans under Sec. 714 of the Defense Production 
Act, January 1-September 30, 1952 


Number of loans Value of loans 
Size of loan ($000) ee eae ee eee 


Number | Percent $000 Percent 


acta dbcedhtncnth dcdinsdes hincedbdwlodavuceienbids eideet 31 5 $454 
25 to 50 . 48 25 622 
50 to 100 inde aaa 16 3 
itty cha cmitnideadabeatounenh : him wenaed | 34 

a lain ie ak Niele ia ae a ck saan 16 

300 to 500.......- . ‘ be . 10 

a oi ciseeprcictept en eatin’ si anieieiatennsiclen eeaalade F 10 


I ee a kehdatumehebibaeedae Sesaace Snehie Nalicana . 195 





Source: Small Defense Plants Administration, 


The majority of the loans granted have been for relatively small 
amounts. ‘Two-thirds of them were for less than $100,000 and only 
10 loans were in excess of $500,000. 

The two major purposes of all loans approved have been for working 
capital and the expansion or replacement of facilities. These purposes 
accounted for 52 percent and 46 percent, respectively, of the total 
value of loans. The remaining 2 percent involved the refunding of 
debt. The following table indicates the classification by industry of 
all of the loans approved through the first 9 months of the SDPA 
loan program: 


TaBLE 40.—Classification by industry wnder Sec. 714 of the Defense Production 


Act, January 1-—September 30, 1952 


| Number of loans | Value of loans Average 
size of 


Number | Percent Amount erc loan 


35 Machinery, except electrical 

34 Fabricated metal products 

24 Lumber and wood products. 

20 Food products eo 

36 Electrical machine ry as 
Transportation equipment. ---.-- 

19 Ordnance equipment__- 

3 Primary metals 

28 Chemicals Seba 

32 Stone, clay, and glass products- - - 

30 Rubber products : 

Other manufacturing !__. 


$3, 009, 000 
3, 608, 000 
1, 417, 000 
2, 555, 000 
1, 106, 000 
2, 111, 000 
2, 719, 000 
1, 530, 000 


4 025, 000 


$91, 000 
150, 000 
83, COO 
170, 000 
79, 000 
192, 000 
272, 000 
219, 000 
146, 000 
84, 000 
131, 000 
124, 000 


— oe Ors ae OO 
ow 


st et et et et HD OD 
ton 


~~ ~IbO 


20, GOO 


9 525, OM) 


© to 


“se oer 


Q 2, 103, 000 


Total manufacturing... ........._- . ; 6 S4 22, 138, 000 
Nonmanufacturing ? 3 16 1, 488, 000 


vee 


135, 000 
48, 000 


Total... bi 95 100 23, 626, 000 l 121, 000 


1 Includes Tobacco (1), Textiles (2), Apparel (2), Furniture (2), Paper (1), Scientific instruments and 
watches and clocks (4), and miscellaneous (5). 

2 Nonmanufacturing loans were distributed over 14 groups, including much varied industries: Mining 
ind quarrying; general building contractors; grain and food storage; water transportation; assemblers of 
farm products, etc. In the main these firms had less than 25 employees each. 


Source: Small Defense Plants Administration. 
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Thus far the SDPA loan program has been concentrated in the 
Washington office, with the field offices furnishing required informa- 
tion for the consideration of eligibility when such information was 
necessary. However, plans are now under consideration for the 
delegation of greater authority to the field organization in performing 
many of the functions in the loan program now concentrated in 
Washington. The committee has long believed that many of these 
functions could be more effectively performed at the field level. The 
close cooperation between the RFC and SDPA field organizations 
which has been established and nurtured by both agencies can now 
be utilized to provide more effective service to small-business appli- 
cants. In the opinion of the committee, SDPA and RFC have made 
a valuable contribution to small business through their administration 
of the loan provisions in the SDPA amendment. They have also 
made significant contributions to small business through advice and 
counsel which has often resulted in the referral of applicants to private 
lending institutions. 

SDPA financial activities have not been restricted solely to loan 
operations. It has investigated rules and regulations in the field of 
finance which tend to eliminate small business from participation in 
the defense program, and has consulted with the appropriate agencies 
for the correction of these regulations. As a result of these investiga- 
tions it was the opinion of SDPA that the Government agencies were 
unnecessarily restrictive in their interpretations of the guaranteed loan 
provisions of Section 301 of the Defense Production Act. The statute, 
authorizing the V-loan program, was intended to encourage the 
maximum participation of small firms in the defense effort. Federal 
departments, however, had placed limitations on the use of these 
provisions which were neither required by law nor necessary to 
protect the interests of the Government. One of the most objection- 
able policies provided that a V-loan could be made available to a 
potential contractor only if alternative sources were not readily 
available. SDPA concluded, and in the opinion of the committee, 
correctly, that the facilities of most small firms would not be suffi- 
ciently unique to qualify for consideration under such tests. SDPA 
urged the elimination of the restrictive character of the regulation. 
No real change bas been effected in the regulations of the Department 
of Defense. However, the SDPA recommendations to the Atomic 
Energy Commission and the Department of Commerce have been 
accepted. 

MISCELLANEOUS ACTIVITIES 


SDPA has not confined its activities to the problems of materials, 
procurement and credit. To be sure, the importance of aid in dealing 
with these problems has caused them to be emphasized in the SDPA 
program. However, other contributions to the welfare of small busi- 
ness have also been made. 


ENGINEERING SERVICES 


The increasing demand upon SDPA for engineering and technologi- 
cal assistance for small business resulted in the establishment within 
the agency of the Engineering Services Division. The activities of 
this Division have been integrated into other primary operating 
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functions of the SDPA program. In the organization of production 
pools and the issuance of certificates of competency, careful engi- 
neering surveys of actual facilities have been vital to the success of 
the over-all SDPA program, 

The SDPA engineering staff has been responsible’ or devising much 
of the facilities inventory system which has been absorbed by the 
procurement program to offer wider opportunity for small business. 
It has also contributed considerable service to small firms which have 
financed Government contracts through loans approved by RFC on 
the recommendation of SDPA. Often, suggestions to these firms for 
improved engineering techniques have resulted in more efficient 
operation. 


TECHNICAL AND MANAGEMENT ASSISTANCE 


The legislation establishing SDPA provided for the creation of a 
technical and management assistance library in the new agency. 
Much of this work has been performed within SDPA by the pe ‘rsonnel 
transferred from the Department of Commerce by Executive Order 
10320 on February 5, 1952. 

Thus far, SDPA has worked closely with the Department of Com- 
merce in the publication and distribution of three series of small- 
business pamphlets. The first series has been referred to as Manage- 
ment Aids for Small Buisness. These small publications, ranging 
from two to six pages, are intended for quick reading and are devoted 
to the discussion of two general management problems. The first is 
the relationship of small manufacturers with the Government, and 
second, the presentation of the best current business policies and 
practices. Many of these leaflets have been prepared by professional 
management engineers and other authorities in related fields at no 
cost to the Government, except for printing and distribution. Several 
have been written by Government officials who are familiar with the 
subject matter being considered. Two have been written by SDPA. 
A total of 15 of these publications have been issued in 10,000 copies 
each. 

The second series is in the nature of Technical Aids for Small 
Business. To dice 14 such pamphlets, dealing with the latest solu- 
tions of technical factory problems of smaller manufacturers, have been 
released. The preparation of these four-page leaflets has been the re- 
sponsibility of the Department of Commerce Office of Technical 
Services, although the subject material has been selected by SDPA. 
Seven thousand copies of each publication in this series have been 
distributed. As in the case of the Management Aids, these pamphlets 
have been widely disseminated through the SDPA and De partment of 
Commerce field offices. However, certs Lin titles have received greatly 
enlarged distribution through reprinting in tens of thousands of copies 
by trade associations and trade papers at no cost to the Government. 

In order to provide concise explanations of improved shop practices 
which will assist field offices in offering technical advice to small firms 
secking it, SDPA has issued a third series of publications known as 
Production Notes. A total of 145 titles have been produced thus far 
by the cooperative effort of SDPA and the Department of Com- 
merce with approximately 175 additional studies now in preparation. 

SDPA also intends to publish short illustrated Management Book- 
lets which will explain in more detail current management policies for 
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the purpose of assisting small firms to secure greater efficiency in pro- 
duction and assure more profitable operation. This series is being 
prepared by recognized experts under contractual arrangements and 
will be sold through the Government Printing Office. 

The dissemination of information through these publications has 
been intended to fill a growing need for management advice and 
assistance to enable small business to maintain its competitive posi- 
tion. However, the committee has received assurances that this 
program will be restricted to legitimate need and not be allowed to 
assume the voluminous and questionable proportions which have been 
obvious in the publications of several other agencies of the Government. 


INTERAGENCY POLICY COMMITTEES 


The active participation of SDPA representatives on the major 
policy committees of the mobilization program has produced a valuable 
effect upon these groups through the direct representation of small- 
business interests. From the nature and scope of the activities of 
these committees it is clear that SDPA has been able to increase the 
stature of small business and give voice to its problems in councils 
where little or no representation had existed previously. These com- 
mittees are enumerated below. 


The Production Policy Committee of the Office of Defense Mobilization 

This committee was established by Defense Mobilization Order 
No. 16, and its principal functions are: 

(1) To advise the Director of Defense Mobilization on problems 
relating to continuing defense production, including the development 
and operation of the mobilization production base. 

(2) To review Federal policies, plans and programs relating to 

roduction and to formulate recommendations for the Director of 
Bidens Mobilization to improve their coordination and effectiveness. 

(3) To review and formulate for the Director of Defense Mobili- 
zation proposed legislation and executive orders, and administrative 
orders and regulations relating to production. 


The Defense Procurement Policy Committee (formerly called the Pro- 
curement Policy Board), a subcommittee of the Production Policy 
Committee 

This committee was set up to improve the coordination and 
effectiveness of Federal policies and programs with respect to defense 
procurement and related matters. 

Its functions are to advise the Director of Defense Mobilization 
with respect to procurement and related matters, including, but not 
limited to, financing, accounting, facilities expansion, taxation and 
renegotiation; to review Federal policies, plans, programs and actions 
relating to the foregoing matters and make recommendations for the 
improvement of their coordination and effectiveness; and to review 
and formulate proposed legislation and executive and administrative 
orders and regulations concerning procurement and related matters. 

Under the Defense Procurement Policy Committee are six working 
committees, dealing with specific areas of procurement policy, of 
which SDPA officials are members. 
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The Surplus Manpower Committee of the Office of Defense Mobilization 

This committee, created to carry out ODM Order No. 4 on defense 
manpower, receives certification data from the Department of Labor, 
analyzes available skills and facilities in the areas certified as having a 
labor surplus, and determines either that the available facilities war- 
rant placing defense contracts in such areas on a preference basis, or 
that the facilities and skills are not adequate for this purpose. Several 
Government agencies, including the Armed Services, are represented 
on this committee. 


Regional Defense Mobilization Committees of the Defense Production 
Administration 

These committees, one in each of the 13 standard regional areas 
plus a few areas in which Federal agencies have district offices, are 
composed of representatives of various Federal agencies operating in 
the region. Each of the committees is headed by two co- chairmen, 
who are the regional representatives of the De ‘partment of Commerce 
and the Department of Labor. These committees work in close 
cooperation with the Armed Forces Regional Councils (under the 
jurisdiction of the Munitions Board), whose chairman in each region 
is a member of the Regional Defense Mobilization Committee. The 
regional director of SDPA in each region is a member of the committee. 


The Regional Defense Mobilization Coordinating Committee 

This committee operates under the general jurisdiction of the 
Defense Production Administration, which supplies the chairman and 
the staff. Its purpose is to coordinate and direct the activities of the 
various Regional Defense Mobilization Committees and to work in 
close cooperation with the Surplus Manpower Committee of ODM. 
The Surplus Manpower Committee frequently requests special studies 
with respect to the adequacy of facilities and skills in certified areas 
to accept specific defense contracts. 
The Small Business Committee 


This is a committee established to coordinate Government small- 
business policies and is under the chairmanship of a representative of 
SDPA. It is composed of representatives of small business offices 
in various Government agencies, including the Armed Services, 
General Services Administration, Atomic Energy: Commission, Mutual 
Security Agency, Office of Price Stabilization, Defense Production 
Administration, National Production Authority, Department of Com- 
merce, Defense Transport Administration, Civ il Defense Administra- 
tion, and Department of Labor. 


WAGE AND SALARY CONTROLS 


The disproportionate hardship wrought by wage and salary con- 
trols on small concerns was apparent to SDPA in its early investiga- 
tions. The unfamiliarity of small businessmen with Gove ‘mnment 
procedures and the delay which they experienced in receiving con- 
sideration for their applications for adjustment created difficult 
problems. With these problems unsolved, personnel imperative to 
the operation of these small firms were oftentimes lost to large in- 
dustries which were able to obtain adjustments more rapidly. 
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These problems were not new. They had become evident in World 
War II and will undoubtedly arise in any emergency economy when 
similar controls are applied unless a specific means for alleviating 
them is offered. In World War II much aid was afforded small firms 
through the exemption from wage and salary controls of concerns 
employing eight or fewer persons. SDPA recommende d the revival 
of this procedure to the Economic Stabilization Agency in the Spring 
of 1952. However, since the exemption was enacted into law in the 
1952 amendments to the Defense Production Act, no action was 
taken by ESA on the recommendation. 

At the invitation of ESA, suggestions for the simplification of re- 
porting and compliance requirements for small business in the price 
control program were also offered. The detailed information de- 
manded of small enterprises in this program were onerous and unneces- 
sary. However, ESA and the Office of Price Stabilization have been 
extremely dilatory in amending these regulations. This problem is 
discussed in greater detail in Chapter Il. 


SUMMARY 


The past year has witnessed the emergence of the Small Defense 
Plants Administration as an important force operating for the protec- 
tion of the vast numbers of small businesses comprising the base 
upon which our economy rests. In attempting to evaluate the 
experience of the agency during this early development, it has not 
been the purpose of the committee to enumerate in detail all of the 
functions it has performed. It has been the purpose to evaluate 
SDPA’s effectiveness in translating the specific powers it was granted 
by the Sianestab into active and beneficial programs for small business. 
An attempt has also been made in this and preceding chapters of the 
report to afford some view of the general conditions which existed 
as the agency formulated its policies. 

The record of the development of SDPA has been one of continuous 
progress toward effectuating the will of Congress. It has encountered 
delays and obstacles. There can be no doubt that some of these 
delays, at least in part, may be attributed to the agency itself. How- 
ever, in the large and basic programs which SDPA was authorized 
to undertake, it has been vigilant in its efforts to provide an environ- 
ment of opportunity for small business. It has created the mechan- 
isms for concrete assistance in much less time and under less favorable 
conditions than its predecessor, the Smaller War Plants Corporation. 
Its programs for assistance to small business have been definitive 
without sacrificing the resilience they must maintain to meet the 
changing problems of a changing economy. It has labored to allay 
the hostility of some executive agencies which often regarded it 
as a rival to their own extensive but ineffectual efforts to provide 
service to small business. 

This committee does not necessarily disparage the small-business 
rograms of the various executive departments of the Government. 
Vithin their limited scope some have made outstanding contributions. 

But there can be no doubt that in most instances the strong small- 
business advocates in such offices have lacked authority. They have 
often been forced into awkward or apologetic positions for agency 
policies over which they could not exercise even the nominal power of 
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recommendation. Without the essential independence of an agency 
such as SDPA, the stated Congressional policy of assistance and fair 
treatment for small business will be assuredly lost in the organizational 
complexity of the large departments and agencies of Government. 

The committee believes that SDPA could have contributed sub- 
stantive aid to small business during the early period of the mobiliza- 
tion program. It believes that many of the problems confronting 
small business are still as pressing as they were eighteen months ago. 
It believes that the maintenance of an independent SDPA is imperative 
to our national welfare as a dual economy of mobilization and civilian 
production is evolving against a background of tenuous peace and 
threatened world conflict. 








CHAPTER VIII 


SMALL BUSINESS AND THE ANTITRUST PROGRAM 
SMALL BUSINESS AND THE COMPETITIVE SYSTEM 


By long tradition, America is committed to the maintenance of 
a system of competitive enterprise and widespread opportunities for 
small, independent businesses. ‘This national policy has its roots both 
in the democratic tradition of equality of opportunity, and in the 
belief that economic progress, efficiency, and social stability are pro- 
moted by the spur of competition. It is only through the medium 
of a strong and healthy competitive system that we, as a Nation and 
as individuals, may attain the goals toward which every American 
strives. 

In Chapter I, attention was called to the task of maintaining com- 
petition as it relates to small business. It was emphasized that not 
only does vigorous competition provide the most healthful climate in 
which small firms may arise and flourish, but that the existence of a 
dynamic community of small business is the strongest guarantee of 
competition. No one can question the proposition that the retention 
of our traditional policy of insisting on competition is dependent on a 

vigorous program of making it possible for small business to compete. 
In this and the following chapter the significant recent developments 
in our antitrust policy are discussed. 


THREATS TO THE COMPETITIVE SYSTEM 
CONTINUED TREND TOWARD ECONOMIC CONCENTRATION 


It is clear that the deeply rooted trend toward economic concentra- 
tion in American industry continues unabated. It may not be capable 
of statistical proof that the rate of concentration is accelerating. But 
even if it is not, there can be no doubt that the trend persists. It is 
in this trend that we have the crux of the issue of-public policy toward 
competition and the preservation of small business. 

The long range problem was graphically pointed out by the Tem- 
porary National Economic Committee which reported that in 1937 
one-third of the total value of all manufactured products were pro- 
duced under conditions in which the four leading producers in each 
industry accounted for from 75 to 100 percent of the total eee 
(Temporary National Economic Committee, Monographs Nos. 2 
and 27). ‘This trend was accelerated during World War II and es 
continued since 1945, 

The history of the merger movement in the United States indicates 
that conditions during the past few years have been unusually favor- 
able to corporate consolidations. Increasing business activity, rising 
prices, and liberal profits have always provided a strong mcentive for 
business mergers. It is true that a rapidly expanding industry some- 
times shows a declining rate of concentration because of the appear- 
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ance of new firms. For this reason the recent development of new 
industries such as plastics, electronics, and chemicals has provided in 
the initial stages opportunities for the launching of many new and 
small firms. But as these industries reach a point of greater stability 
with a consequent drop in the rate of growth, the new firms will tend 
to be absorbed and the forces which make for a higher degree of con- 
centration may be expected to reappear. 

The rate of corporate mergers immediately after the World War I] 
was one of the highest in our history, higher than at any time in the 
previous 15 years. The Federal Trade Commission reports that from 
1940 to 1947, more than 2,450 independent manufacturing and mining 
companies disappeared as a result of mergers and acquisitions (Federa] 
Trade Commission, The Merger Movement, 1948, p. 17). Most of 
these had taken place in the last three years of the period. That 
this trend has continued is indicated by the fact that since Section 7 
of the Clayton Act was amended late in 1950, to forbid acquisition 
by assets as well as acquisition by purchase of stock, about 1,000 
alleged violations have been brought to the attention of the Federal 
Trade Commission. 

Furthermore, in appraising the permanent effects of corporate 
mergers on the structure of industry, the fact must not be overlooked 
that the process of industrial concentration is cumulative in its 
results. Corporate consolidation is a feature of the growth of large 


units and is evident as long as this growth continues. One merger 


is simply added to those that have gone before and rarely is the 
process reversed. In many industries, in fact, concentration has 
already reached its practical limits. 

Along with concentration through the acquisition of independent 
companies has been internal growth through plowing in of profits. 
To the extent that this expansion takes plac e more rapidly in large 
than in small concerns, economic concentration results. The large 
profits of the past few years have enabled large corporations to 
expand more rapidly than small. Throughout 1951, for example, the 
rate of returns on stockholders’ equities after taxes of the large 
corporations varied by quarters from 11.0 to 14.4 percent. In respect 
to small corporations the returns varied from minus 1.4 to plus 
14.4 percent. The unweighted average for the year indicates that 
the rate of return of large corporations was about double that of the 
small. That this is no trivial matter is indicated by the fact that in 
1951 corporations retained between $8 and $9 billion of their earnings. 

A striking feature of the recent concentration movement is the 
extent to which the traditionally small-business industries have been 
affected. Textiles, apparel, and food, among major industries, and 
many smaller industries such as steel drums, cooperage, and wines 
have been successfully invaded by large combinations. Even in 
trade the wholesalers and retailers are ‘having a hard struggle to 
survive in the face of the growth of mass distribution. 

Furthermore, it is not merely the simple merger that contributes 
to economic concentration. A phenomenon that appears with in- 
creasing frequency in American industry is the ‘conglomerate’ 
combination which unites under a single control many widely differ- 
ing products. Each product supports the others and together they 
insulate the entire system against economic shocks. The resources 
of the entire system can be marshalled against a threatened invasion 
at any point. 
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UNFAIR PRACTICES 


Even in industries which are only partially integrated, the con- 
centration of economic power has far-reaching effects on competition. 
The position of the small independent is ofttimes precarious indeed. 
All too frequently he finds himself restricted in his activities and 
subject to onerous competitive conditions. 

Consider, for example, the matter of the supply of raw material. 
Here the unintegrated small concern is at a distinct disadvantage 
compared with the fully integrated combine. The latter must 
take care of the needs of its own subsidiaries first. The impact of 
any shortage of supply tends to fall first and most heavily on the 
independent who is restricted to the few uncontrolled sources or to 
what is allowed him by his integrated competitor. In periods of short 
supply, such as that prevailing i in the past few years, we find private 
allotment systems springing up which effectively prevent the inde- 
pendent from expanding. Growth is based on ability to obtain 
materials rather than on economic efficiency. 

Then there is always the possibility of a price squeeze imposed by 
the integrated firm on the small independents. The former has it in 
its power to raise the price of the raw material or component and 
sometimes even to reduce the price of the finished product. This 
strategem may be used for the specific purpose of forcing the inde- 
pendent out of business. 

It is in these industries dominated by a few large combines that 
healthy competition tends to be replaced either by outright monopolis- 
tic activity or by unfair and oppressive practices which, although they 
are justified as being indicative of intense business rivalry, are socially 
undesirable because of their ultimate effects on competition. It is 
in these industries that the most vicious discrimination in prices and 
services arises. Price discrimination has, of course, long been a potent 
weapon of the monopolist. But it can also be used by any large firm 
against its smaller competitors when it has the resources to absorb a 
loss on a specific sale by hich prices at noncompetitive points. Dis- 
crimination may be used not only to obtain unfair advantages by the 
seller who initiates the discrimination, but also by the recipients of 
the lower prices. The effects on the competitors of the latter may be 
disastrous. 

Many other weapons are, of course, to be found in the arsenal of 
the semimonopolist. He resorts to administered prices to insulate 
himself from the pressures of a free market. He relies on ‘‘follow-the- 
leader” tactics and ‘“‘conscious parallelism” to achieve his restrictive 
policies. He closes markets and limits his dealers. Some of these 
practices are mild and relatively innocuous; others are predatory and 
highly injurious. Some are as old as competition itself. But as 
industry has become more sophisticated in the requirements of the 
antitrust laws, new and subtle devices have been developed to avoid 
the rigors of true competition. It is the eradication of these practices 
that constitutes the real antitrust problem today. 


IMPACT OF MOBILIZATION ON COMPETITION 


The task of maintaining a healthy competitive foundation to in- 
dustry is difficult in normal times. It is made much greater by the 
economic and political impact of the se mimobilization in which we 
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have been engaged for the past 2 years. War and economic competi- 
tion are not compatible and in the event of a direct clash, it is usually 
the latter that suffers. This is particularly true in a long and gradual 
build-up such as we are facing at the present time. 

This aspect of the problem of maintaining competition was discussed 
in Chapter I and need not be reviewed here. It will suffice to point 
out that the very process of mobilizing industry and of building up our 
defense potential sets in motion forces which strike at the very founda- 
tion of our competitive economy. This is only too evident from the 
experiences in World War II. Although all business was expanding, 
those firms which were already large grew much more rapidly than 
new and small firms. Not only did many small concerns go to the 
wall, but the normal quota of new concerns did not appear to take their 
place. From 1939 to 1944 the percentage of manufacturing employ- 
ment in firms with fewer than 500 employees dropped from 52 to 38. 
At the same time the percentage in firms with 10,000 or more em- 
ployees rose from 13 to 31. More than half a million small concerns 
were eliminated during this period. 


LEGISLATIVE PROPOSALS TO AMEND THE ANTITRUST LAWS 
NATURE OF PROPOSED BILLS 


Probably no session of Congress since the passage of the first anti- 
trust measure has failed to produce numerous proposals to amend 
the antitrust laws. The Eighty-second Congress was no exception 
and a large number of bills were introduced to change the statutory 
basis of our antitrust policy. Some were designed to strengthen 
existing legislation, others to weaken it. Most died in committee 
although two produced vigorous debates on the floor of one or both 
Houses. 

Among the more significant of these proposals are the following: 

(1) To make it an unlawful restraint of trade to give a quantity 
discount unless the same discount is given on the same terms to all 
customers; to increase penalties for violation of antitrust laws and 
to permit the United States to recover treble damages (S. 1544). 

(2) To make labor organizations subject to the antitrust laws 
(H. R. 1091, H. R. 7697, H. R_ 7698). 

(3) To prohibit loss-leaders (H. R. 6986, S. 2522). 

(4) To restrict persons convicted of violating the antitrust laws 
from serving as officers of corporations (H. R. 278, S. 1544). 

(5) To provide for Federal charters for corporations engaged in 
interstate trade with restrictions on monopolistic activities (S. 10). 

(6) To restrict interlocking directorates (S. 1659). 

(7) To permit the United States, as well as private persons, to 
initiate treble-damage actions under section 7 of the Sherman Act 
and section 4 of the Clayton Act (H. R. 109, S. 919). 

(8) To require sellers to inform customers that discounts, special 
prices, etc., are available to all customers (H. R. 276). 

(9) To provide additional penalties for violation of the antitrust 
laws (H. R. 278, H. R. 1330, H. R. 2401). 

(10) To amend the Sherman and Clayton Acts to provide a uniform 

eriod of limitations within which treble-damage actions may be 


instituted under the antitrust laws (H. R. 1986, H. R. 3408, H. R. 
1323). 


oman, 
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(11) To affirm the right of sellers to engage in competition by in 

geet _ meeting the equally low price of a competitor (H. R. 2820, 
19 

(12) To amend section 2 of the Clayton Act so as to make it 
applicable to discriminatory sales to the United States and to any 
State or political subdivision thereof (H. R. 4452). 

(13) To amend the Federal Trade Commission and the Sherman 
Antitrust Acts with respect to contracts and agreements establishing 
minimum resale prices which are extended by State laws to persons 
not parties to the contract (H. R. 4592, H. R. 4662, H. R. 5767, H. R. 
6184, H. R. 4365). 

(14) To establish a Commission on Revision of the Antitrust Laws 
of the United States (H. R. 5015, S. 1944). 

Only three of these bills came to a vote in either House: H. R. 2401, 
providing for additional criminal penalties, was enacted by the House 
on April 17, 1951. 5S. 719, amending the Robinson-Patman Act, was 
adopted by the Senate but failed to come to a vote in the House. The 
Fair Trade Bill (H. R. 5767) was enacted by both Houses and became 
law on July 14, 1952. This was the only important antitrust legislation 
of the Eighty-second Congress. It and S. 719, amending the Robinson- 
Patman Act, produced the only major debates on antitrust policy. 
Both will be discussed below. 


ATTACKS ON THE ANTITRUST LAWS 


One of the developments of the past few years has been the deter- 
mined effort to weaken both the substance and the administration of 
our basic legislation supporting the competitive system. Nearly every 
session of Congress has produced proposals which would materially 
amend these statutes. 

The attacks on the Robinson-Patman Act have received strong 
support from private critics, including well-known academic econo- 
mists and practicing attorneys. Magazines, newspapers, the radio, 
and other media have been utilized to carry the message of the short- 
comings of our antitrust legislation. Within the agencies charged 
with administering these acts there are strong currents of dissatisfac- 
tion and even hostility. 

No doubt the legal historians of the future will find many instances 
in which we have failed to translate the popular faith in competition 
into concrete and effective statutory obligations. No one can believe 
that we have yet arrived at a correct solution to the problem of 
monopoly. Our accomplishments are confined to little more than a 
series of uneasy and sometimes, unfortunately, ineffective compro- 
mises. These violent conflicts and cross-conflicts of interest make 
it very difficult to enact a consistent and forceful body of law. They 
precipitate the kind of attacks that have appeared in the past few 
years. 

FAIR TRADE LEGISLATION 


Fair trade is a system of vertical price control by which the owner 
of an article identified by brand name or trade-mark sets a minimum 
price below which the article may not subsequently be resold. 
Authority for such price control is granted by laws in 45 States. 
Under these laws, a manufacturer and his retailers can enter into 
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contracts whereby the former establishes minimum resale prices 
which the latter are obligated to observe. These State laws further 
provide that if a manufacturer negotiates a contract with one retailer 
in the State and announces the terms of this contract including his 
minimum prices to other retailers, he may enforce these prices on the 
latter even though they have not agreed to his contracts. This is 
the so-called nonsigner provision. The Miller-Tydings Act of 1937 
exempts from the Sherman and Federal Trade Commission Acts 
contracts to maintain prices in interstate sales in States which have 
laws authorizing such contracts. 

On May 21, 1951, in Schwegmann Bros. v. Calvert Distillers Corpora- 
tion (341 U.S. 384), the Supreme Court greatly restricted the im- 
munity which up to that time the Miller-Tydings Act seemed to grant. 
The case arose from the refusal of Schwegmann Bros., a New Orleans 
firm of liquor dealers, to agree to the Calvert system of maintained 
prices. The Louisiana Fair Trade Law contained the standard pro- 
vision making price maintenance contracts applicable to all retailers 
whether or not they had specifically accepted the contract. On the 
strength of this authority Calvert sought to enjoin Schwegmann Bros. 
from selling at prices less than the minima fixed by Calvert in con- 
tracts with other retailers. 

The lower courts upheld the law and found for Calvert. The 
Supreme Court, however, by a 5 to 3 vote, decided differently. In 
the opinion the Court agreed that the Calvert price maintenance 
system was entirely valid in intrastate trade. The Court further 
agreed that price maintenance through specific contracts was clearly 
permissible in interstate trade under the Miller-Tydings Act. It did 
not believe, however, that federal law authorized coercive, noncon- 
tractual price control in interstate trade. 

The Court felt that if Congress had intended to authorize the non- 
signer provision, the general language of the legislation would have 
been different. It could find no evidence in Congressional debates or 
committee reports ‘‘that the distributors were to have the rivht to 
use not only a coniract to fix retail prices but a club as well.” The 
Court was obviously disturbed by both the coercive feature of the 
nonsigner provision and the effects of the provision on competition. 
It did not believe that Congress intended to permit ‘a procram 
whereby recalcitrants are dragged in by the heels and compelled to 
submit to price fixing.” It pointed out that the Miller-Tvdines 
Amendment prohibits horizontal price fixing and concluded that 
“when retailers are forced to abandon price competition they are 
driven into a compact in violation of the spirit of the proviso.” 

The Schwegmann decision did not repudiate State fair trade laws as 
such. Price control in intrastate sales was still valid. Nor did the 
decision restrict price control on a contractual basis even in inter- 
state trade. All it did was to exclude the maintenance of prices against 
nonsigners in interstate sales. 

Immediately after this decision several bills were introduced in 
both Houses of Congress to “correct”? the decision. All took the 
form of amendments to the Sherman and Federal Trade Commission 
Acts and all were designed to make price maintenance, even avainst 
nonsigners, lawful in interstate trade. At the same time a bill was 
introduced which by repealing the Miller-Tydings Act altovether 
would have invalidated all of the State laws. On May 8, 1952, the 
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House enacted H. R. 5767, the so-called McGuire Bill. On July 2, 
1952, the Senate enacted the same measure, which became Public 
Law 542 on July 14, 1952. 

The measure as — ted into law is technic ‘ally an amendment. to 
the Federal Trade Commission Act although it also amends the 
Sherman Act. It declares that nothing in either of these acts shall 
render unfair or unlawful contracts prescribing minimum prices for 
the resale of a trade-marked or branded commodity when such 
contracts are lawful as applied to intrastate trade under State law. 
It further states that neither the Federal Trade Commission Act nor 
the Sherman Act shall render unlawful the enforcement of any right 
of action created by State law, including the right to enforce the 
observance of minimum prices against persons who are not parties to 
a contract. It is provided, however, that the commodities, the price 
of which is being maintained, must be in “free and open competition 
with commodities of the same general class produced or distributed 
by others.”” Agreements for the maintenance of prices between 
manufacturers, or between wholesalers, or between retailers, or 
between any persons or corporations in competition with each other 
are forbidden. 

The arguments for the Fair Trade Bill as well as the basic issues 
involved in the fair trade controversy bave been summarized in a 
separate report by this committee (Fair Trade: The Problem and the 
Issues, 82d Cong., 2d Sess., H. R. 1292). It will suffice to say here 
that representatives of small-business groups were universally agreed 
that the amendment was in the interests of small business and was not 
contrary to our basic antitrust policy. In spite of vigorous opposition 
the amendment was adopted by an overwhelming majority in each 
House. 


PROPOSED AMENDMENT TO ROBINSON-PATMAN ACT 


The second of the major struggles in Congress over amending the 
antitrust statutes concerned the Robinson-Patman Act. It was the 
latest of numerous attacks on that statute. Like the Fair Trade 
Amendment, it had its origm in a Supreme Court decision. Unlike 
the former, it did not result in new legislation. 

The decision was that in the case of Standard Oil Company (Indiana) 
v. Federal Trade Commission (340 U.S. 231) in which the Court held 
that good faith in meeting Sr aiticien is a substantive defense 
against a charge of price discrimination. The Federal Trade Com- 
mission had taken the position that the clause in Section 2 (a) of 
the Robinson-Patman Act ths at permitted a person charged with price 
discrimination to justify his discriminatory prices on ae ground that 
his lower price had been made in good faith to meet the lower price 
of a competitor was merely a procedural matter and was not avail able 
when an actual injury to competition could be shown. This view 
was not accepted by the Court which set up good faith as a complete 
defense. 

This decision prov ided the opponents of the Robinson-Patman Act 
the opportunity for initiating legis lati yn that would effect a permanent 
change in that statute. Bills (8. 719 and H. R. 2820) were introduced 
into the Senate and House. The Senate enacted its bill on August 2, 
1951. The Judiciary Committee of the House reported the Senate 
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measure favorably in preference to the original House version. The 
bill failed to come to a vote before the session ended in July, 1952. 

Both the House and Senate bills declared that in any proceeding 
involving a charge of discrimination under Section 2 of the Clayton 
Act, it shall be a complete defense for the seller to show that his 
differential in prices, services, or facilities was made in good faith to 
meet the equally low price, or the equally favorable service or facilities 
zranted by a competitor. Both bills also declared that a seller cannot 
ce deemed to have acted in good faith if he knew or should have 
known that the lower price or other favorable treatment offered by 
his competitor were themselves unlawful. The House bill expressly 
extended the good faith defense to similar actions under the Federal! 
Trade Commission Act. The Senate enactment did so by implication. 
The House bill also differed from the Senate enactment in that it 
attempted to give a legal definition of price. 

The proposal was defended on the grounds that Congress should 
support the new interpretation placed on the Robinson-Patman Act 
by the courts, that the law still needed clarification, and that Congress 
should crystallize the decision into statutory law before the Court 
could change its mind. It was also strongly contended that a seller 
should have the right to quote different prices if this is necessary to 
protect his markets. It was believed by the proponents that the bill 
would settle once and for all the basing-point controversy and that it 
would strengthen and support competition. 

The primary objection to S. 719 lies in the fact that it would have 
meant a distinct weakening of the Robinson-Patman Act. The bill 
would seem to go substantially beyond the Court decision in granting 
immunity under the Act. It would not have promoted clarity but 


would have introduced an additional element of uncertainty. The 
good faith defense was not available if the one charged with discrim- 
ination knew or should have known that the low price he is meeting is 
unlawful. Thus illegality would have been dependent on the extent 
of the respondent’s knowledge. 


SIGNIFICANT DEVELOPMENTS IN ANTITRUST LAW ENFORCEMENT 
CASE WORK OF THE ANTITRUST DIVISION 


Too often, perhaps, the effectiveness of antitrust law enforcement 
by the Antitrust Division of the Department of Justice is measured 
in terms of the number of legal victories and defeats and the number of 
cases completed. Antitrust officials themselves stress that the final 
criterion is qualitative rather than quantitative and that it is the innate 
significance of their actions rather than the number which provides 
the only realistic basis for evaluation. Although this is undoubtedly 
true to a great extent the volume of case work is some indication of 
the vigor of the Antitrust Division’s enforcement program. Before 
considering the nature of recent antitrust actions and the effectiveness 
of the remedies obtained therefor, a few general observations will be 
made on the number of cases. 

On June 30, 1952, the Antitrust Division closed its books at the 
end of a fiscal year which was not distinguished by a high level of case 
work. As a matter of fact, in comparison with other recent years, 
fiscal 1952 was a relatively inactive period. As Table 41 indicates, 
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the number of cases instituted under the major antitrust laws was 
small. Only 30 new antitrust cases were filed by the Division in 
District Courts. This is less than the number filed in any of the five 
preceding years and seems extremely small when compared with the 
activity in the years immediately prior to World War Il. In the fiscal 
years 1940 and 1941, for example, the cases instituted numbered 92 
and 88 respectively. The number of new civil actions filed in 1952 
is at the lowest mark since 1948 and is only about half the number 
started in 1950 and 1951. Likewise, the number of criminal cases 
filed in District Courts in 1952 represents the lowest level since 1947. 


TABLE 41.—Case load statement of the Antitrust Division, Department of Justice, 
fiscal years 1947-52 


Fiscal years 
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1 Including 6 cases not previously revorted. 

2 2 cases carried from previous years; co"rt decision determined these should be closed. 
3 2 cases dismissed on Government’s motion. 

43 cases dismissed on Government’s motion. 

5 Includes those cases on appeal to the Circ"it Courts of Appeals and Supreme Court. 
6 Defendants have noted appeal in case of U. S. v. St. Louis Dairy Company. 

71 case dismissed on Government’s motion. 

* Cases: U. S. v. Yellow Cab Company, et al.; U. S. v. Standard Oil of California, et al. 


Source: Compiled from data supplied by the U. S. Department of Justice, Antitrust Division. 


The number of cases closed, like the number started, has also de- 
clined. In fact, in fiscal 1952 it was at the lowest point ‘of the 6- -year 
postwar period ‘shown on Table 41. At the end of fiscal 1952, 146 
cases were pending as unfinished business. This represents a sub- 
stantial increase in the backlog of cases. 

The reasons for this diminution in antitrust actions are not clear. 
It certainly is not a result of the partial mobilization program. Anti- 
trust officials have declared their intention to enforce the laws vigor- 
ously and the law itself does not grant any wholesale immunity because 
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of defense activity. A partial explanation undoubtedly lies in the 
fact that a cut in appropriations has required a reduction in the per- 
sonnel of the Antitrust Division to a level slightly below the 1947-51 
average. In addition, the Division has been required to assume a 
heavier load of non-case work in connection with its responsibilities 
under the Defense Production Act. Whatever the cause, the decline 
in the number of antitrust actions is not an encouraging sign. As 
will be noted later, the same trend has appeared in the antitrust 
activities of the Federal Trade Commission. 


NATURE OF ANTITRUST ACTIONS IN 1951 AND 1952 


Before considering individual antitrust actions a few observations 
may be made concerning the general nature of the new cases brought 
under the Sherman Act by the Antitrust Division. Between January 
1, 1951, and June 30, 1952, 70 new cases were filed. Nearly half of 
these actions charged illegal price fixing through such means as the 
use of uniform price lists and disc yunts, uniform basing-points, 
standard freight allowances, common estimators in calculating bids 
and common selling agents. Two-of the price-fixing cases involved 
the so-called fair trade issue which has been at least temporarily 
resolved with the passage of Public Law 542. 

About one-quarter of the new cases could be classified as patent 
cases in that they were based on the alleged misuse of patent rights 
either by single companies systematic ally acquiring patents for pur- 
poses of monopoly or by groups of producers attempting to restrain 
trade through agreements to allocate markets, fix prices and the like. 
These patent agreements were, in some cases, achieved through illegal 
patent pools or through the instrumentality of a patent-holding 
company. 

One new case was directed against an alleged monopolistic situation 
created by a company with a large concentration of power. Other 
cases brought under the Sherman Act involved charges of exclusive 
dealing and international cartel agreements to eliminate competition 
through division of markets, price fixing and exclusive exchange of 
patents and technology. In addition to the actions under the 
Sherman Act, four cases were filed under the Clayton Act charging 
illegal interlocking directorates 


NEW FIELDS OF ENFORCEMENT ACTIVITY 


Among the more significant of the recent antitrust cases are those 
in the fields of local newspaper publishing, insurance, and professional 
athletics. To be sure these cases do not signal the application of 
antitrust laws to hitherto unexplored territory. Thus, they cannot, 
strictly speaking, be termed ‘‘new’’ fields of enforcement activity. 
The cases are significant, however, because these fields of enterprise 
represent areas in which the application of the antitrust laws has not 
yet been firmly established by the courts. 

Perhaps the most widely publicized of these actions have been the 

civil suits against local newspaper publishers charging monopoly and 
illegal restraints through restrictive advertising practices. The Su- 
preme Court in its decision last year in the Lorain Journal case (342 
U. S. 143) strengthened the Government’s antitrust position with 
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respect to the newspaper industry. The case received considerable 
publicity because it involved the question of whether an injunction 
under the Sherman Act against a newspaper would violate the con- 
stitutional guarantee of freedom of the press. It was also unique in 
that it was the first suit against a local newspaper for « conspiring to 
injure a competing radio station. The United States District Court 
held that the defendant had tried to maintain a monopoly position in 
that it attempted to destroy a local radio station by refusing to publish 
advertisements of local merchants who advertised over the radio. 
The judgment enjoining the newspaper publishing company from 
these practices was carried to the Supreme Court on the issue of 
coustitutionality. 

The Supreme Court rejected the contention that the First Amend- 
ment to the Constitution gives newspapers immunity from the anti- 
trust laws. It declared that where the clear purpose is ‘“‘to create or 
maintain a monopoly,’’ a newspaper does not have the unqualified 
right to reject advertising from whomever it chooses. A clear dis- 
tinction is implied between an injunction against a newspaper as such 
and one designed to stop the monopolistic practices of its publisher. 
The Court also ruled on the question as to whether the activities of a 
local newspaper to perpetuate a local monopoly came within the scope 
of the Federal commerce power. Any newspaper which receives 
news as well as advertising and payments from out-of-State sources, 
the court declared, is clearly engaging in interstate commerce and 
is clearly subject to Federal antitrust laws. 

A.complaint against the Mansfield Journal (Civ. 28253) was filed 
in 1951 and contained charges almost identical with hows in the 
Lorain Journal case. On the basis of the Court’s decision in the 
latter case, the action involving the Mansfield Journal was terminated 
by a consent decree containing sumilar injunctive provisions. 

The application of antitrust law to the newspaper industry was 
further strengthened by a United States District Court decision 
(105 Fed. Sup. 670) which held that the Times-Picayune Publishing 
Company had “attempted to monopolize” by means of tying contracts 
which required advertising in both morning and evening newspapers. 
The Company, through unit advertising rates, was able to recoup 
from morning-paper income its losses on low rates for its evening 
edition. The making of advertising contracts at forced combination 
rates for morning and evening newspapers was held by the court to 
have the inevitable effect of excluding a competitor from a part of the 
market. The Government pointed out the significant fact that the 
precedent thus established is applicable to the practices of about 170 
American newspapers. 

The insurance field has been reentered by the Antitrust Division 
with the filing of complaints against the Insurance Board of Cleveland 
(Civ. 28042) and Investors Diversified Services Inc. (Civ. 3713). 
Neither case has yet come to trial. These are the first cases to be 
brought since the South-Eastern Underwriters decision (322 U.S. 533) 
in 1944. That decision held that a fire insurance company conducting 
a large part of its business across State lines is engaged in interstate 
commerce. The following year Congress granted a measure of 
immunity to the insurance business by exempting the industry from 
the provisions of the Sherman Act when subject to regulation by State 
laws (Public Law 15, 79th Cong.). The extent of this exemption was 
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not clear, however, and the Department of Justice has taken the 
position that the Sherman Act continues to apply if an act or agree- 
ment “to boycott, coerce, or intimidate” is involved. It was under 
this interpretation that the case against the Insurance Board was 
brought in 1951. The complaint charged that members of the Board 
conspired to prevent the local sale of fire imsurance through non- 
member agents. The members of the Board, accounting for 85 per- 
cent of the fire insurance sold in Cuyahoga County, were alleged to 
have maintained an effectively policed boycott against various 
companies and agents. 

The case against Investors Diversified Services, Inc., and four 
subsidiaries involved a different issue in that the complaint charged 
violation of the antitrust laws by illegally tying the sale of hazard 
insurance to the making of loans secured by mortgages on residential 
property. The company operated in 24 States and required borrowers 
as a condition for obtaining the loan to buy hazard insurance only from 
the defendant. 

The issue of whether or not the commerce power of the Federal 
Government extends to professional athletics has arisen on several 
occasions but the applicability of the Sherman Act is still unsettled. 
In the Federal Baseball Club decision (295 U.S. 200), in 1922, a private 
suit, the Supreme Court held that baseball was not interstate com- 
merce. For 27 years, baseball and other organized professional sports 
enjoyed immunity from antitrust action. In 1949, however, a Court 
of Appeals in the Gardella case ((CA a) 172 F. (2d) 402) rejected the 
earlier position and held that a baseball game should be treated as 
interstate commerce because radio and television interests were 
allowed to transmit the progress of the game across State lines. 

The Antitrust Division entered the field of professional athletics 
when it filed civil complaints against the National Football League 
and its member clubs (Civ. 12808) and against the International 
Boxing Clubs of New York and Illinois (Civ. 74-81). It is interesting 
to note that both complaints alleged violations involving radio and 
television rights. The complaint against the Football League charged 
restraint of commerce in the broadcasting and telecasting of games by 
restricting the areas in which the rights to transmit professional games 
may be sold and the persons who may purchase them. The Boxing 
Clubs were charged with conspiracy to monopolize interstate and 
foreign commerce by excluding others, through concerted action, from 
the promotion and exhibition of professional championship contests 
and the same of radio, television and motion picture rights in such 
contests. ‘These two cases are the first to be instituted by the Govern- 
ment in the field of professional athletics and should determine whether 
the Sherman Act is applicable in that area. 


THE IBM CASE 


The civil suit against International Business Machines (Civ. 72-344) 
stands out as the only action of the past 2 years against a single 
company of considerable size charged with attempting to monopolize 
an entire industry. The complaint charged IBM with having 
excluded other manufacturers or potential manufacturers from enter- 
ing the tabulating machine and card business and with restraining the 
development of independent service bureaus, parts manufacture and 





REVIEW OF SMALL BUSINESS 261 


repair and maintenance businesses. IBM, the Government points 
out, is the largest manufacturer of tabulating machines in this coun- 
try and supplies 95 percent of those machines used by the United 
States Government. 

According to the complaint the means by which the company has 
been able to achieve and maintain its monopolistic position include 
the systematic acquisition of patents relating to business machines, 
opposition to the attempts of others to obtain such patents, agree- 
ments with foreign manufacturers for division of markets and ex- 
change of technological information, and the acquisition of foreign 
manufacturers who otherwise would have been potential competitors 
of IBM in the United States. The complaint also pointed to the 
fact that IBM never sells but only leases its machines on conditions 
which are alleged to be unduly restrictive. 

To restore competition to the industry, the Government requested 
the court to require IBM to give present and future users of its 
machines the right to purchase or to lease on a nonrestrictive basis. 
It was furtber requested that IBM be prohibited from acquiring the 
assets of or an interest in any similar foreign or domestic business for 
as long a period as the court believes necessary. The case is still 
in the pre-trial stage. 


MANAGEMENT-LABOR CONSPIRACIES 


Since the passage of the Norris-LaGuardia Act, the so-called labor 
“anti-injunction law,’ many attempts have been made to exploit 
the immunity from the antitrust laws which the Act grants to labor 
unions. The courts have, however, in a series of cases, set definite 
limits to this immunity. In 1944 in the Bradley case (325 U.S. 797) 
the Supreme Court beld that— 

Congress never intended that unions could, consistently with the Sherman Act, 


aid non-labor groups to create business monopolies and to control the marketing 
of goods and services. 


Alleged conspiracies between employers and employees have been 
notable in the building trades and for many years have been the 
target of antitrust action. This attack has been continued in the 
past two years with the filing of suits against several associations of 
electrical contractors and plumbers allegedly conspiring with unions 
to obtain illegal monopolies. 

One such action was started in March 1951 against a group of 
electrical contracting associations, contracting and jobbing firms and 
labor unions in the St. Paul-Minneapolis area. Both criminal and 
civil actions were taken (Cr. 8161 and Civ. 3715). The defendants 
were charged with restraining trade in the distribution of electrical 
equipment by controlling the movement of equipment from the 
manufacturer through the jobber and contractor to the consumer. 
A part of the alleged conspiracy was an agreement to boycott any 
manufacturers or “jobbers who bypassed any step in the system. 
Contractors and labor unions had allegedly agreed not to install 
equipment which was not sold by a participating electrical contractor. 
The civil action asked dissolution of three trade associations and an 
injunction against continuance of the illegal acts. 

Two trade associations of plumbing contractors and a labor repre- 
sentative in the Las Vegas area were also charged with conspiracy in 
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similar criminal and civil suits (Cr. 12173 and Civ. 939). The Las 
Vegas Merchant Plumbers Association and the Merchant Plumbers 
Exchange were alleged to be the means whereby the contractors con- 
spired to fix prices and installation charges, to use a common esti- 
mator to calculate all bids and to designate the low bidder. The 
conspiracy, it was charged, included the inducement of union members 
not to work for contractors who failed to adhere to the plan, and the 
agreement to boycott wholesalers who sold supplies at unsatisfactory 
prices. The criminal suit resulted in a verdict of guilty with fines 
totalling $35,000 and jail sentences of six months for each of three 
defendants. 

Attacks on management-labor conspiracy were not limited, however, 
to the building trades. Other criminal and civil suits of a similar 
nature were directed against tobacco and candy jobbers, textile 
refinishers, fishermen and milk distributors. As in the building trade 
cases, each of these actions involved labor unions or their represent- 
atives and one or more employer’s groups. It is interesting to note 
that in the 18-month period beginning January 1, 1951, a total of 
31 suits (6 ary these were duplicate criminal actions) involved trade 
rene 

EXCLUSIVE DEALING CASES 


Exclusive dealing arrangements have been involved in several 
recent cases. Most significant of these are cases in which court 
decisions were rendered and of these probably the most important is 
the Richfield case (72 S. Ct. 665). In this case the Supreme Court 
following its dicta in the Standard Oil case (337 U.S. 293) affirmed a 
District Court decision setting aside exclusive dealing agreements 
between the Richfield Oil Corporation and 2,965 retail dealers (99 F. 
Supp. 280). The defendants were charged with entering into agree- 
ments whereby retail outlets were bound to deal exclusively in the 
petroleum products and automotive accessories distributed or spon- 
sored by Richfield. Two other similar cases are now pending, one 
against Standard Oil of California and six other major oil companies, 
and the other against the Sun Oil Company. The petroleum com- 
panies cited in these cases were original defendants in the all-inclusive, 
so-called “Mother Hubbard” case (Civ. 8524) filed in 1940 against the 
American Petroleum Institute, 22 major oil companies and 344 smaller 
companies. That case was dismissed on a motion by the Government 
in 1951 with the expressed intent of superseding it by separate actions 
against the remaining 225 defendants. 

Exclusive dealing agreements were also involved in cases against 
three of the largest farm implement manufacturers, J. I. Case (Civ. 
2834), Deere and Company (Civ. 2832), and International Harvester 
(Civ. 2833). These three cases, filed in 1948, are the only antitrust 
actions in the farm implement industry, a field of notable concentration 
in 25 years. Their final outcome represented a major defeat for the 
Government. Each of the three companies had been charged with 
entering into written and oral contracts with retail distributors requir- 
ing them to deal exclusively in the farm implements of the contracting 
manufacturer and refraining from the sale of competing lines. The 
first of these cases to come to trial was that against J. I. Case and 
was dismissed by the trial court for lack of proof. The instances of 
restrictive practices cited by the Government were said by the court 
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“spring up here and there disconnectedly” indicating no general 
pattern or policy of competitive restriction by the Company. The 
court also held that “‘no appreciable segment of commerce has been 
affected or threatened.’”’ The Government shortly thereafter dropped 
its cases against Deere and International Harvester. 


INTERNATIONAL CARTEL CASES 


The Department of Justice has also been active in the field of 
international cartel agreements. The most noteworthy case is that 
against the much-publicized international scheme attributed to the 
“Big Five” of the United States oil industry. The Federal Trade 
Commission has compiled a report purporting to show that these five 
companies (Standard Oil of New Jersey, Standard Oil of California, 
The Texas Company, Socony-Vacuum, and Gulf Oil Corp.) have 
engaged in a cartel conspiracy with two foreign companies (Anglo- 
Iranian Oil Co. and Shell Oil Co.) to control world oil prices and to 
exclude independent competitors from overseas operations. As a 
result, civil suits have already been begun to allow the Government 
to recover some $80 million in alleged overcharges for petroleum 

urchased in the ECA programs. At the same time the Justice 

Jepartment called a grand jury to investigate the cartel charges. 

Two court decisions, one by the Supreme Court and one by a 
United States District Court, should be mentioned as bearing sig- 
nificantly on the legality of international cartel agreements. The 
Timken Roller Bearing Company case (341 U. S. 593) involved an 
illegal cartel agreement to allocate world markets and to eliminate 
competition. Misuse of trade-marks was also a part of the Govern- 
ment’s allegations. The restrictive agreement involved the British 
and French affiliates of the American company. The Supreme Court 
affirmed the District Court judgment that division of markets through 
the restrictive use of trade-marks was in violation of the Sherman 
Act. The Court stated the significant dictum ‘‘a trade-mark cannot 
be legally used as a device for Sherman Act violation.” 

The Timken case also presented the interesting issue: “Can a 
corporation violate the Sherman Act through conspiracy with its 
own subsidiaries or affiliates?” American Timken owned an interest 
in the British and French Timken companies and attempted to — 
its restrictive agreements on the basis that the three comprised ¢ 

‘Joint venture 2” The Court held that— 


The fact that there is common ownership or control of the contracting corpora- 
tion does not liberate them from the impact of the antitrust laws. 


This decision represents a denial that an American company can 
immunize its participation in a cartel by acquiring stock in its co- 
conspirators. 

A third important aspect of the Timken case is the Supreme Court’s 
refusal to accept the remedy of divestiture in this particular situation. 
This development is discussed in detail elsewhere in this report. 

The second case requiring the judicial review of cartel arrangements 
involved the Imperial Chemical Industries (100 F. Supp. 504). This 
case is significant from the pcint ef view of the importance cf the 
effects of the cartel involved as well as of the nature of the remedy 
secured. The complaint in the civil suit brought in January 1944 
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charged ICI, du Pont and Remington with being parties to agree- 
ments to allocate exclusive territories in the manufacture and sale of 
chemicals, firearms, and ammunition, and to sell these products 
according to prearranged quotas and prices. The charges also in- 
volved the pooling of patents among the defendants. Such important 
chemicals as nylon, polythene and neoprene (synthetic rubber) were 
covered by the agreement. 

The District Court agreed that the allocation of world markets 
which had been effected through an agreement to exchange patents 
and processes and was supported by the joint ownership of Canadian 
and South American companies was illegal. It was the opinion of the 
court that— 


it was not required of the Government to present proof of specific damage or harm 
to a competitor as a result of the misuse of the patents . 


The court accepted the important principle that because patents had 
been misused compulsory licensing on a reasonable royalty basis 
could be required for certain patents and processes held individually 
and jointly by duPont and ICI. Among these were all existing 
duPont patents on nylon. The court also required divestiture of the 
companies jointly owned by duPont and ICI or their reorganization 
into separate companies. DuPont and ICI were enjoined from selling 
any product in the future through any one of the companies in which 
the other has an interest. 


PATENT CASES 


Several major antitrust actions have already been discussed which 
have involved misuse of patents or trade-mark rights such as the case 
brought against 72M and the Timken and JCI decisions. Two addi- 
tional cases, limited to the specific question of misuse of patents have 
been the subject of Supreme Court decisions in the past two years. 
These are the actions against the Besser Manufacturing Company 
and New Wrinkle, Inc. In a District Court also a final judgment 
ended almost eleven years of litigation in the U.S. Gypsum case which 
involved price fixing through patent licenses. 

In May 1952 the Supreme Court in the case of U. S. v. Besser 
Manufacturing Company (72 S. Ct. 838) affirmed a District Court 
judgment holding that the granting of exclusive licenses on patents 
for concrete block-making machinery to the two dominant manu- 
facturers in the industry constituted an illegal restraint of trade. The 
defendants were ordered to make the patents and improvements 
available to all manufacturers on reasonable terms. They were also 
required to give lessees of their machines the option of terminating 
or continuing their lease or of purchasing the leased machines. The 
Court pointed out that these remedies are well recognized in antitrust 
cases where patent abuses are shown. 

The Court, in this case, did not determine whether an exclusive 
license granted to a single manufacturer would be illegal, but rather 
emphasized the inherent illegality of such an agreement involving the 
two leading firms in an industry. At the time the agreement was 
made the licensees were dominant in the industry and by the time 
the suit was instituted they accounted for 65 percent of the dollar 
volume of sales of the industry. 

The Supreme Court decision in the New Wrinkle case (342 U.S. 371) 
was concerned with a conspiracy to fix prices through patent licensing. 
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The conspiracy, it was charged, used the instrumentality of a patent 
holding company to bring substantially all members of the wrinkle 
finish (for paints, cnaanak: etc.) industry under price-fixing patent 
licenses. The Court held that a company not engaged in the sale 
of the price-fixed product, but which issues price-fixing patent licenses 
comes within the prohibitions of the Sherman Act. Based on the 
Line Material case (333 U.S. 287), the Court further held that rights 
conferred by patents do not authorize two patentees to transfer their 
patents to a corporation created by them for the purpose of issuing 
price-fixing licenses under the patents. 

In the U. S. Gypsum case (342 U.S. 76), settled in May 1951, the 
Government charged the defendant with creating a monopoly in 
gypsum products through intricate patent licensing agreements. The 
Government did not seek royalty-free licensing of patents as in 
previous similar cases but asked for the inclusion in the judgment of 
a requirement of ‘“‘reasonable royalty” licensing which the trial court 
had rejected. The case passed through a protracted period of litiga- 
tion, with the Supreme Court twice reversing the judgments of the 
trial court. In its second reversal the Supreme Court directed ‘‘more 
comprehensive relief.’”” The final judgment enjoined the defendant 
from making price-fixing agreements with other gypsum manufac- 
turers through patent licenses and required compulsory licenses to all 
applicants on a reasonable royalty basis. For purposes of securing 
compliance, the Government was granted the unusual privilege of 
access to company personnel as well as records. 


INTERLOCKING DIRECTORATES 


The four cases charging interlocking directorates in violation of 
Section 8 of the Clayton Act are noteworthy because they represent a 
departure from the purely administrative procedure which has pre- 
vailed in the handling of such violations in the past. A 1947 survey 
of interlocking directorates conducted by the Department of Justice 
reported approximately 1,500 persons holding directorships in more 
than one concern (Attorney General Press Release, Oct. 11, 1947). 
The procedure used to force resignation of directorships illegally 
held in competing companies was that of administrative persuasion. 
Subsequently the Attorney General announced that most of those 
persons holding directorships in violation of Section 8 had resigned 
without legal proceedings. However, in February 1952 four com- 
plaints were filed charging the existence of a common director in the 
following competing companies: (1) Sears, Roebuck and Company 
and the B. F. Goodrich Company, (2) W. T. Grant Company and 
S. H. Kress & Company, (3) Sears, Roebuck and Company and Bond 
Stores, and (4) the Kroger Company and Jewel Tea Company. These 
are the first such complaints that have been filed in recent years. The 
requests for relief simply ask for an injunction requiring the individual 
directors to resign one or both directorships as directed by the court. 


CRIMINAL ACTION UNDER THE ROBINSON-PATMAN ACT 


The Department of Justice has in the past been criticized for not 
bringing criminal actions attacking discriminatory rebate and dis- 
count practices as authorized by Section 3 of the Robinson-Patman 
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Act. An indictment against the Bowman Dairy Company in 1948 
(48 Cr. 361) represents the first such criminal action under Section 3 
of the Act. The indictment charged Bowman with contracting to 
grant A & P a secret rebate of $50,000 and a percentage discount on 
future sales in return for continued patronage by A & P. In April 
1952 a district court gave a ruling in the case in which it held that 
Section 3 of the Act would not be violated unless the seller gave a 
purchaser a secret rebate and at the same time had one or more other 
customers buying quantities as large as those purchased by the 
favored buyer, but who were not offered the rebate. The court added 
that violation could also exist if a prior sale at a preferential discount 
had been made and a competitor of the purchaser, requesting equally 
large quantities, was not informed of the secret rebate. 

In view of this ruling the Government quickly dropped the case, 
being unable to submit evidence to prove violation. A similar case 


against the Borden Company (48 Cr. 362) was also dismissed on motion 
by the Government. 


ACTIONS: NATURE AND EFFECTIVENESS 


It has become increasingly obvious in the past decade that criminal 
actions against violators of the antitrust laws cannot always be relied 
upon to correct the objectionable conditions. A successful criminal 
suit from a legal point of view has often proved entirely inadequate 
from an economic point of view. The punishment in criminal cases 
is notoriously light. The light monetary fines imposed provide no 
real deterrent to many potential violators and very seldom do the 
courts give sentences of imprisonment. Once the case is ended and 
the mild penalties paid, the illegal practices may be resumed without 
further hindrance other than the possibility that a new case may be 
instituted at some time in the future. In an attempt to correct this 
situation, the House in the 81st Congress increased the fines from 
$5,000 to $50,000. This measure (H. R. 7827—H. Rept. 1906) was 
not acted on by the Senate. 

In 1944 the Atlantic and Pacific Tea Company was judged guilty of 
monopolistic practices and total fines of $175,000 were imposed 
(173 F. (2d) 79). However, the Department of Justice alleged that 
A & P, after having paid the fines, continued to obtain the same kind 
of preferential treatment. As a result, the Department in 1950 
instituted a new civil case (Civ. 52139). This action seeks the dissolu- 
tion of a produce-buying subsidiary of A & P which also serves its 
competitors, the complete separation of A & P’s buying and selling 
businesses and the dissolution of the retail division into seven inde- 
pendent food chains. 

In the past decade the Antitrust Division has frequently brought 
action seeking dissolution, divorcement or divestiture of interests or 
assets. The Department’s theory behind the so-called “DDD” 
actions is that the mere prohibition of illegal acts is insufficient, and 
that the offending companies and even the industry itself may require 
reorganization to restore competitive conditions. Several significant 
actions of this type are now pending of which the following are the 
more noteworthy: 

1. The A & P suit mentioned above; 
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Two cases against duPont, one to require the divestiture of 
all cellophane manufacturing facilities and the other to sever the 
property relationship between duPont and General Motors and 
nameas States Rubber; 

A suit against United Shoe Machinery Corporation seeking 
pect A of all facilities for manufacturing shoe factory sup- 
plies and certain shoe- machinery manufacturing facilities; 

4. A suit against the “Big Four’ meat-packing companies to 
dissolve them into 14 separate companies; 

5. A suit to separate Western Electric Company from the 
American Telephone and Telegraph Company and to dissolve 
the former into three independent organizations; and 

6. A suit to require the Celanese Corporation to divest itself 
of the assets of the Tubize Rayon Corporation. 

To what extent the Department of Justice will be successful in 
their suits remains to be seen. The courts have been hesitant to 
prescribe such an extreme course and the Government has not been 
notably successful in its efforts of persuasion. The Supreme Court 
in the Timken decision in 1951 specifically rejected the remedy of 
divestiture asked by the Government and granted by the District 
Court. In a 4-to-3 decision the Supreme Court held that ‘‘the harsh 
remedy of divestiture’ is ‘unnecessary’ where “other effective 
methods, less harsh, are available.’”’ The Court further pointed out 
that the retention of jurisdiction “should leave power in the court to 
enforce divestiture if the injunction alone fails.”” The Department 
of Justice has no easy task in convincing the Court that DDD is 
necessary. (Recent consent decrees providing for dissolution, divorce- 
ment and divestiture are discussed below.) 

One of the most difficult feats in antitrust law enforcement is to 
obtain real relief in patent cases. What to do with the patent rights 
which serve as the basis for the illegal monopoly is always a difficult 
problem. The main legal issue in respect to obtaining effective 
relief has to do with the compulsory royalty-free licensing of patents. 
The Government has asked for such a remedy in numerous cases but 
the courts have rarely been willing to accept it as an appropriate form 
of relief. It amounts, of course, to the virtual nullification of the 
patent which has been misused, an action which the courts have 
tended to view as punitive rather than merely corrective. A United 
States District Court in the JCJ case refused to force royalty-free 
licensing — 
in the absence of ... the sanction of explicit interpretation . .. by higher 
courts affirmatively permitting such action, 
although it did agree that patents should be made available on a 
reasonable royalty basis. The latter requiring the licensing of patents 
at reasonable or fair royalties has been generally acceptable to the 
courts as an appropriate remedy. 

As a matter of fact, few significant patent decisions have occurred 
in the past two years. Certainly little progress has been made in 
clarifying the application of the antitrust laws to the use of patents. 
Nor is any to be expected inasmuch as the basic incompatability of 
the Sherman Act and the patent laws cannot be removed by court 
interpretation. The only permanent answer appears to lie in a re- 
vision of the patent laws. 
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The consent judgment or decree is an administrative device for 
securing antitrust relief, the terms of which are agreed to by the 
defendant. The decree is a result of negotiation between the Govern- 
ment and the defendant although it must receive the blessing of a 
court before it becomes effective. In many instances, possibly in 
most, the review by the courts seem to be quite perfunctory. The 
primary advantage of the consent settlement is the very practical 
matter of quicker action and of avoiding prolonged and expensive litiga- 
tion. The consent decree has been used with increasing frequency as 
an instrument for securing relief in civil cases. The Antitrust Divi- 
sion has reported that, in the 15-year period ending in 1950, 78 per- 
cent of the civil antitrust actions terminated were settled by consent. 
In the period from January 1951 through June 1952 a total of 24 
consent decrees were entered whereas there were only 10 litigated 
judgments. 

The majority of cases terminated by consent decree generally 
involve relatively simple monopolistic situations. They include 
such practices as price fixing, collusive bidding, exclusive dealing, 
restrictive patent licensing and agreements to divide and restrict 
domestic and foreign markets. These are practices which can be 
corrected by a simple prohibition of illegal acts or of cancellation of 
illegal agreements. Drastic remedies of divestiture and dissolution 
are even more rarely obtained in consent decrees than they are in 
litigated cases. Nevertheless, two such consent judgments were 
obtained in the first half of 1952. The Dry Ice case (Civ. 9179) 
begun in 1949 was closed by a consent decree which required the 
defendants to sell certain producing plants and placed restrictions 
upon the construction of new and the expansion of existing facilities. 
A consent judgment in the New Orleans Ice case (Civ. 2745), required 
the dissolution of the delivery corporation which was used by a 
group of manufacturers as a device for restricting markets and fixing 
prices. 

The committee views the growing propensity to rely on consent 
settlements with some misgivings. It recognizes the importance of 
prompt actions and of saving money and manpower whenever possible. 
But it also believes there are more important considerations. The 
desire to settle a case quickly must not lead to compromises which 
jeopardize the public interest. Whether or not the consent decree 
provides adequate relief depends upon the vigor and strength of 
current antitrust enforcement policy. A weak or vacillating policy 
would not yield adequate relief through the consent procedure. 

The consent decreee has other limitations as well. It cannot be 
used as prima facie evidence in any private treble-damage action 
against the defendant. Furthermore, since it is not the subject of 
an opinion by the courts but only requires formal approval, it cannot 
normally yield any legal clarification of antitrust statutes or their 
application. The enforcement of the antitrust laws must rest to a 
large extent upon a clear understanding of their application by the 
business community. This clarification is made through interpre- 
tation by the courts rather than through extra-judicial agreements 
between the Government and those whom it prosecutes. 

Another source of weakness in our antitrust policy has been the 
time required to complete an action. Part of the usefulness of an anti- 
trust statute depends upon the speed with which enforcement actions 
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can be completed and relief obtained. Restrictive practices allowed 
to continue during protracted investigation and litigation can severely 
injure competitors, particularly small firms, and even destroy them. 
Litigation, the chief procedure provided by law for the enforcement 
of the Sherman Act, has shown itself to be an unduly time-consuming 
process. This, of course, is the main argument for process settlement 
by consent. 

The 143 unfinished cases in the Antitrust Division as of June 30, 
1952, had been pending for an average of 28 months. Seventy-eight 
of these cases, filed before the beginning of 1951, had been pending for 
an average of about 44 months. ‘The average period of time for 14 
cases, including both consent and litigated actions, to reach final 
judgment in the fiscal year 1952 was nearly 3 years. ‘This compares 
with less than 2 years for 14 criminal cases which were the subject of 
District Court decisions in that year. ‘The cases which are appealed to 
higher courts naturally involve a still longer period of time. 

The committee believes that the relief in Sherman Act cases, even 
if effective when finally obtained, is often too slow in coming to prevent 
small competitors from severe injury. This is true even of consent 
decrees. A possible alternative might be the use of a temperary 
court restraining order to prevent unnecessary injury until a final 
judgment can be obtained. 


USE OF UNITED STATES ATTORNEYS IN ANTITRUST CASES 


A possible method of obtaining a wider coverage of antitrust enforce- 
ment is through the utilization of United States Attorneys as fully as 
practicable to initiate and prosecute both civil and criminal anti- 
trust cases. This experiment has been inaugurated at the suggestion 
of the chairman of this committee and as yet is pretty much in the 
trial and error stages. One of the major disadvantages in turning 
over to the District Attorneys apparent antitrust violations is the 
lack of expert knowledge in the district offices of the complicated field 
of antitrust enforcement. In its initial form, this plan would require 
the United States Attorneys to transmit the factual material on each 
reported violation to the Antitrust Division in Washington together 
with recommendations. After reviewing the case, the Washington 
office returns it to the United States Attorneys for whatever legal 
proceedings may appear to be warranted. In this way it is hoped to 
institute a training program whereby field personnel will benefit from 
the advice and assistance rendered by the Antitrust Division in 
Washington. As this program develops, it is contemplated that each 
United States Attorney’s office will assign one man to handle anti- 
trust matters. The committee has high hopes that this new procedure 
will bring forth constructive results in adding to the effectiveness of 
the enforcement of our antitrust laws. 


THE ANTITRUST LAWS AND THE MOBILIZATION PROGRAM 


INDUSTRY COOPERATION AND THE ANTITRUST LAWS 


As we noted in the second section of this chapter, the planning and 
administration of a program of defense production and controls re- 
quires a considerable degree of cooperation from American business- 
men. Men from business and industry contribute their knowledge 
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and experience in the actual administration of the various programs 
and in advisory capacities. Voluntary agreements within industry 
serve to speed military production and to facilitate economic stabiliza- 
tion. Valuable as this cooperation between Government and industry 
is, certain aspects of it are inconsistent with the basic philosophy of 
our antitrust policy. Some of the more extreme types of cooperative 
effort called for in our mobilization program are, in fact, directly 
violative of our antitrust laws. An important function of the Anti- 
trust Division of the Department of Justice in the past 2 years has 
been to preserve as far as possible the integrity of the antitrust laws 
in the face of the necessity of permitting businessmen to get together 
to facilitate defense production. 

Recognizing the dilemma, the Congress, in the Defense Production 
Act, laid down requirements for certain types of cooperative action 
and at the same time made provision for limited exemptions from 
antitrust prosecution. This protection was given so that industry 
could participate in the voluntary programs requested by the Govern- 
ment without running the danger of facing antitrust prosecution and 
possibly incurring liability for damages through private suits. At 
the same time, Congress has made it clear that these temporary 
concessions do not mean any general retreat from our basic antitrust 
policy. 

Two instruments of cooperative action by industry have been 
established by the Defense Production Act. The first is the system 
of business or industry advisory committees to advise Government 
officials in the formulation of economic controls. Section 709 of the 
Act requires that a statement accompany each rule, regulation or 
order that is issued under the Act to the effect that industry repre- 
sentatives had been consulted and their recommendations considered 
in its formulation. The selection of the industry members to serve 
on these committees is set forth in Section 701 of the Act. 

More extensive collaboration is provided in Section 708 of the Act 
which authorizes voluntary industry agreements. It states: 

The President is authorized to consult with representatives of industry, business, 

financing, agriculture, labor, and other interests with a view to encouraging the 
making ... with the approval by the President of voluntary agreements 
and programs to further the objectives of this Act. 
This Section also contains a provision for immunity from the antitrust 
laws and the Federal Trade Commission Act for those who are parties 
to the approved programs. Certain well-defined procedures were also 
set up in connection with the establishment of cooperative programs. 
Requests for their creation must come from the President or a dele- 
gated Government official; consultation must be held with the 
Attorney General and the Chairman of the Federal Trade Commis- 
sion; and the program must receive the approval of the Attornev 
General before it can become effective. 

These Jegislative provisions enacted by Congress and the subsequent 
orders by the President are intended to answer the question, ‘How 
cooperative can business be and stay within the limits of the law?” 
It has been made clear that collaborative action on the part of business- 
men is still subject to antitrust prosecution unless it is part of the 
carefully circumscribed activity of an approved program or unless it 
conforms to the basic rules of conduct set up for industry advisory 
committees. 
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INDUSTRY ADVISORY COMMITTEES 


In the current emergency the most extensive use of industry advi- 
sory committees has been made by the National Production Authority 
in the program of materials controls and by the Office of Price Stabili- 
zation in the field of price control. To these agencies and others 
concerned with mobilization, the advisory committees have served as 
two-way transmitters of information and advice. First, they have 
brought to the Government tie facts of business practice in various 
industries, and recommendations concerning the workability of con- 
trols. Secondly, they have taken back to the members of industry a 
better understanding of the philosophy of the programs as well as a 
clearer comprehension of what compliance with the controls involves. 

To insure that these advisory groups would serve the best interests 
of the mobilization program without crossing the border into illegal 
activities, a set of general rules concerning the nature and scope of 
their operations was sent by the Deputy Attorney General to the 
heads of all agencies involved. These rules included the requirements 
that (1) there must be statutory authority for the committees or an 
administrative finding that they are essential to the performance of 
statutory duties; (2) Government officials must draw up the agenda for 
meetings of the committees; (3) meetings must be called by and held 
under the chairmanship of a full-time Government official; (4) com- 
plete minutes of each meeting must be kept; and (5) the committees 
must act only in an advisory capacity. 

In spite of these general operational guides, malpractices have 
arisen. The Deputy Attorney General has been forced repeatedly to 
call to the attention of agency heads the failure to live up to his 
original rules. This was first done in a letter dated May 15, 1951, to 
all agencies using advisory committees. The Deputy Attorney Gen- 
eral pointed out that the statutory requirements for representation 
on the committees had not in all cases been met, that the agenda had, 
in some instances, been prepared and the meeting called by the indus- 
try members, and that committee meetings had not always been 
presided over by a Government official. He also noted that some 
Government officials on the committees were not sufficiently qualified. 
He further cited the fact that some committees had become more than 
advisory bodies, being allowed to make administrative decisions. It 
was reported as late as June of this year that these groups had not 
yet been brought into line. 

A serious matter, and one in which the Department of Justice has 
been particularly concerned, is the danger involved in granting 
authority to a group of private individuals to gather vital trade infor- 
mation from competitors. Operations of this character certainly do 
not promote the growth of free competition. Furthermore, they 
provide an opportunity for unscrupulous groups or individuals to use 
for personal gain data which has been assembled solely for Govern- 
ment use. 

The Department of Justice is fully aware of the urgent need for 
correcting these abuses. The number of these committees is so large, 
however, that the Antitrust Division has not been able to police them 
effectively. Government agencies have been urged to promulgate 
regulations governing the conduct of their industry committees and 
to enforce the basic requirements vigorously. 
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The Regional Advisory Boards established under Section 714 of the 
Defense Production Act creating the Small Defense Plants Administra- 
tion are in a somewhat different category from the industry advisory 
committees in other agencies. The SDPA Advisory Boards are not 
set up on an industry basis. Their functions are to aid the adminis- 
trator of SDPA in providing a strong workable program in the interest 
of small business throughout the country. Each SDPA adviser is a 
small businessman in his own right and vitally interested in the 
problems of procurement, materials, financing, and other matters 
within the jurisdiction of the Small Defense Plants Administration. 
Theretore, the SDPA advisers perform purely a service function for 
their fellow small businessmen and have no voice in regulations 
concerning prices, wages, materials or other forms of economic con- 
trols. Even so, the rules of procedure covering industry advisors as 
laid down by the Attorney General are applicable to the SDPA 
Advisory Boards as well as the advisory committees in other agencies. 


VOLUNTARY AGREEMENTS 


The voluntary agreements provided for in the Defense Production 
Act cover a wide variety of cooperative activity. Thus far in the 
current defense program these agreements have been used much less 
frequently than in World War II. For the most part, they have 
involved the formation of production pools of small manufacturers 
desirous of obtaining Government contracts and the exchange of 
technological information among manufacturers to speed the pro- 
duction of items needed for defense. They also include the banking 
agreement for the voluntary restraint of credit to curb inflation and 
an arrangement among American petroleum companies for the allevi- 
ation of petroleum shortages in friendly nations resulting from world- 
wide dislocations in demand and supply. These activities have all 
been given exemption from the antitrust laws. 

As a report of a Subcommittee of the House Judiciary Committee 
(H. Rept. 1217, 82d Cong., 1st Sess.) has pointed out, the defense 
agencies have failed to adopt clear and consistent guides to deter- 
mine when voluntary programs should be eligible for exemption from 
the antitrust laws. Cases have been found where voluntary arrange- 
ments had been made without following the procedures set forth in 
the Act. The Government agencies have not always consulted with 
the Attorney General or the Chairman of the Federal Trade Com- 
mission for approval of the intended action. 

The full effects of these cooperative activities will not be assessabled 
until such time as the normal forces of competition are permitted to 
operate. The probability of injury to competition is sufficiently 
great, however, to demand that no safeguard be circumvented by 
the defense agencies seeking to utilize this grant of authority. Cer- 
tainly the procedures established by law must be scrupulously fol- 
lowed. Equally essential is the strictest supervision of all forms of 
cooperative actions once they have been approved. 
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MONITORING MOBILIZATION POLICIES 


A declaration of policy by the President on September 28, 1950, 

directed all Government agencies participating in the defense program 
to consult with the Attorney General with the view of 
eliminating any factors which may tend to suppress competition unduly, create or 
strengthen monopolies, injure small business, or otherwise promote undue con 
centration of economic power. 
This position was reiterated on December 20, 1950, shortly after the 
President had received the First Report of the Attorne ‘y General in 
which it was pointed out that very real hazards were threatening the 
foundations of our competitive enterprise system. 

Acting in accordance with this declaration, the Department of 
Justice has attempted to seek out and counteract prospective threats 
to competition and also to correct the circumstances which foster their 
development. Thus, upon examination of the pricing policies of the 
Office of Price Stabilization, the Department of Justice discovered 
and immediately brought to the attention of the OPS Director a 
number of features in price regulations which it felt had the tendency 
to restrain trade or promote monopoly by providing the means 
whereby industry groups could combine to fix prices. An example is 
the provision in a number of regulations which utilize privately pub- 
lished guides or manuals in the establishment of ceiling prices. The 
Department has also objected to the use of manufacturers’ or dis- 
tributors’ catalogues as a means of setting retail or wholesale prices. 
Again, the Department in consulting with the Government agencies 
responsible for the planning of expansion or primary aluminum pro- 
duction, has recommended broadening the base of this highly con- 
centrated industry. The Department has suggested that in the 
interest of national defense, the Government should encourage quali- 
fied independent companies to enter this industry, even if this required 
the payment of a price differential. 


CONCLUSION 


It cannot be denied that within the past 2 years there have been 
successes both in breaking monopolies of far-reaching effect and in 
the extension and clarification of the antitrust laws by the courts. It 
has been noted that some relatively new fields of enterprise have been 
entered to test the scope of the statutes. It has been pointed out that 
the propriety of certain remedies has been tested in some instances. 
The various antitrust actions, however, do not seem to fit into a well- 
developed pattern of enforcement. They give the impression of 
being a potpourri of charges, many of them relatively inconsequential, 
which do not seem to represent strategic attacks on monopolies and 
monopolistic practices in the economy. 

A systematic case development is needed to determine what action 
or power to act constitutes illegal restraint, what consequences may 
be regarded as evidence of conspiracy, and what fields of enterprise 
come within the antitrust laws. The Antitrust Division has fre- 
quently sought relief through the remedies of dissolution, divorcement 
and divestiture and yet much remains to be done to determine by 
systematic analysis the circumstances to which these remedies should 
apply or the results they should be expected to accomplish 
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A well-conceived pattern of antitrust law enforcement must rest 
upon careful selection of cases and a concentration of effort on conse- 
quential actions. With the admitted reduction in staff and increase 
in non-case work activities, it is difficult to understand an antitrust 
policy which will allow the dissipation of its efforts through cases 
brought against price-fixing by a group of local drive-in theaters, or 
in the sale of dentures made from a certain product. Monopolies or 
restraints which do not offer much of a threat to our economy or which 


raise no new issue in the application of the antitrust laws should not 
be entitled to antitrust treatment. 


CHAPTER IX 


SMALL BUSINESS AND UNFAIR COMPETITIVE PRACTICES 
INTRODUCTION 
FUNCTIONS OF THE FEDERAL TRADE COMMISSION 


The Federal Trade Commission is one of the two primary agencies 
charged with the responsibility of enforcing the public policy of this 
country of checking those forces in our economy which tend to produce 
an undue concentration of economic power. The basic function of the 
Commission, as the Supreme Court stated more than a quarter of a 
century ago, is to prevent practices which have a ‘‘dangerous tendency 
unduly to hinder competition or create a monopoly” or which are 
“opposed to good morals because characterized by deception, bad 
faith, fraud, or oppression.’ The unique province of the Commission 
is thus to strike at tendencies and practices which are inimical to 
a strong and vigorous competitive system. In this respect its task is 
somewhat different from even though closely related to that of the 
Antitrust Division of the Department of Justice whose chief objective 
is to attack completed or threatened monopoly. 

The function of the Federal Trade Commission is essentially cor- 
rective in nature. Its duty is to discover practices which have an 
injurious effect on competition and to order their cessation. Its ac- 
tions are preventive rather than punitive. It anes not punish for 
past wrongdoing; it stops future wrong-doing. ‘The Commission is 
the chief protector of small enterprise against the development of 
restrictive, oppressive and unfair tendencies that pave the way for 
the eventual development of monopoly. 

Although the Commission has responsibilities under numerous 
statutes, its authority to proceed against unfair competitive practices 
is derived from two laws, the Federal Trade Commission Act and the 
Clayton Act as amended by the Robinson-Patman Act. Section 5 of 
the former prohibits the use in interstate commerce of “unfair methods 
of competition” and “unfair or deceptive acts or practices.’ Under 
this section, the Commission has attacked a wide variety of practices 
including the following: conspiracies, combinations and agreements 
to fix prices; allocation of markets; limitations of production; trade 
boycotts; bribery of competitors’ employees to reveal trade secrets; 
interference with competitors’ sources of supply of materials; use by 
trade associations of standard cost systems to obtain price uniformity ; 
coercing uneconomic reciprocal dealing; and many types of deceptive 
acts. Under the Federal Trade Commission Act also the Commission 
has broad authority to investigate economic developments. This 
investigating function is one of our most important instruments of 
wdimonenely actions, 

The Clayton Act as amended by the Robinson-Patman Act forbids 
several specified practices. These include discrimination in prices 
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and services, exclusive dealing and tying contracts, certain mergers 
of competing companies, and interlocking directorates. All of these 
prohibitions are subject to severe limitations and qualifications. 


HOW THE COMMISSION OPERATES 


The Federal Trade Commission consists of five members appointed 
by the President. The Commission’s staff is organized into seven 
main bureaus and offices, with numerous divisions, sections, and units. 
The antimonopoly work is assigned to two of these. Legal functions, 
including the investigation and processing of cases, are assigned to 
the Bureau of Antimonopoly where most of it is handled by the 
Division of Investigation and Litigation. The investigation of the 
economic problems of monopoly and competition is a function of 
the Bureau of Industrial Economics. The prosecution of cases in 
the courts and enforcement of orders are assigned to units in the 
General Counsel’s office. 

Cases are initiated within the Bureau of Antimonopoly on the basis 
either of complaints from the public or of information artes to 
possible violations originating within the staff itself. The first step 
in the processing of most cases is a preliminary review to determine 
whether the matter comes within the jurisdiction of the Commission, or 
whether interstate commerce is involved. This preliminary screening 
may result in the complete dismissal of the matters; its filing for future 
reference or a more elaborate investigation. If it seems to demand 
Commission attention, it will normally be given an informal docket 
number as an “application for a complaint.” This means that it is 
placed in the official records of the Commission as a “case” and 
cannot thereafter be disposed of without Commission authorization. 
In the informal stage, that is, when it is docketed only as an “applica- 
tion for a complaint,” the case is given a more thorough investigation 
and is prepared for Commission consideration. Two main courses of 
action are open to the staff, each taking the form of a recommendation 
to the Commission. The case may be dismissed if no further grounds 
for action are indicated by the investigation. Or the case may enter 
the stage of formal proceedings through the issue of a complaint. 

The complaint is the formal charge by the Commission that the 
respondent has committed an illegal act. The law requires that it be 
issued before the respondent can be ordered to cease and desist from 
an illegal practice. When a complaint is issued, the case is assigned 
to a trial examiner for hearings. At the conclusion of these hearings 
the trial examiner makes a report containing his findings and an initial 
decision as to final disposition. The latter may be that a cease and 
desist order be issued, that the case be dismissed, or if the offense 
involves deceptive practices that a settlement be achieved through 
stipulation. After 30 days this decision of the trial examiner becomes 
the decision of the Commission unless an appeal is filed or the Com- 
mission intervenes. If the Commission reviews the case, formal public 
hearings are held. Final action takes the form of an order by the 
Commission either to dismiss the case or to issue a cease and desist 
order against the offender. 

Under the Federal Trade Commission Act, cease and desist orders 
become final within 60 days after service unless court review is sought 
within that time. If an appeal is filed, the order becomes final upon 
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affirmance. Thereafter, violation subjects the offender to civil 
penalties. The Clayton Act does not contain this automatic provi- 
sion. Orders have no binding force of themselves and cannot be 
enforced without court action. Once an order has been affirmed by 
the court, it is enforceable through actions for contempt of court. 
This procedure is very awkward. Unless the respondent chooses to 
appeal—and few of them do—the Commission must wait for a viola- 
tion before it can seek the support of a court. Even then, no penalty 
can be inflicted on the respondent. Still another violation must be 
proved to support a contempt charge. All this makes for protracted 
and expensive litigation, delay in making an order effective and a 
eneral lessening of the effectiveness of the Commission’s actions. 

layton Act orders should have the same status as those issued under 
the Federal Trade Commission Act. 


RECENT CRITICISM OF THH FEDERAL TRADE COMMISSION 


The antitrust laws have always been the subject of vigorous debate. 
Wide differences of opinion have existed both as to what our antitrust 
policy should be and as to what type of law most effectively expresses 
that policy. The Federal Trade Commission and the laws it admin- 
isters have not escaped this controversy. In fact, since the basing 
point cases in 1948 the most bitter criticisms of our antitrust laws and 
the agencies that administer them have been directed at the Robinson- 
Patman Act and the Commission. 

Criticism of the Commission has come both from its friends and its 
foes, from those who want more vigorous enforcement of the antitrust 
laws and from those who want less. Joining in the controversy have 
been Congressional committees as well as individual members of 
Congress, the Commission on Organization of the Executive Branch 
of the Government (the Hoover Commission), private investigating 
groups such as the Committee on Cartels and Monopoly, and many 
individuals in private life, including representatives of industry, 
practicing attorneys and academic observers. 

It is to be expected that the nature of these criticisms would vary 
widely. Those who are opposed to the Commission and the Robinson- 
Patman Act contend that the Commission has failed to clarify what 
is at best a most ambiguous law, that the Commission’s own actions 
have served to intensify this uncertainty to the point where neither 
businessmen nor the courts know what the law means. It is further 
argued that the laws as interpreted by the Commission injure rather 
than support free competition; that certain segments of the economy 
are insulated from competitive pressures and that the requirements 
of the Robinson-Patman Act cannot be reconciled with those of the 
Sherman Act. The charge is made that the Commission has mis- 
interpreted and misapplied the law by crusading for reforms never 
authorized by Congress such as insisting on f. 0. b. pricing, prohibiting 
functional discounts, and attempting to eliminate good faith as a 
defense against the charge of price discrimination. ‘The Commission 
is further charged with being capricious and arbitrary; the laws with 
being unjust in using inquisitorial procedures and in placing the 
burden of proof on the defendant and that they are contrary to the 
basic principles of Anglo-Saxon justice. ‘ 
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On the operational side, the Commission has long been criticized 
because of its cumbersome and slow-moving procedures and the con- 
sequent delay in settling cases. Its organization is thought to be 
faulty because of the many small divisions and units which make 
integration difficult. This is said to multiply the number of clearances 
and reviews and to diffuse responsibility. The Commission itself has 
been criticized for operating as a “‘little court’’ with the prime function 
of deciding cases between rival litigants rather than aggressively 
formulating economic policy. Numerous observers have complained 
that the Commission is unduly preoccupied with minor false advertis- 
ing cases to the neglect of the more basic issues of preserving free com- 
petition. The morale of the staff is said to be low and a general 
feeling of unrest and dissatisfaction within the agency has been noted. 

It is not the purpose of this report to evaluate in detail these 
criticisms. The general views of this committee have already been 
expressed (H. Rept. 3236, 81st Cong.). Rather this chapter is con- 
cerned with the developments of the past 2 years. Insofar as these 
throw light on the validity of the criticisms to which the Commission 
has been subjected, the latter will be discussed. 


SIGNIFICANT CHANGES IN THE COMMISSION’S PROCEDURES, 1951 
AND 1952 


In the past 2 years a number of significant modifications have been 
made in the Commission’s procedures for processing and settling cases. 
Most of these have been designed to expedite the legal w ork of the 
Commission and to save time and manpower. The more important 
of these changes are described in this section. 


TRIAL EXAMINERS’ INITIAL DECISIONS 


According to the traditional procedure of the Commission, the 
record in formal cases is compiled under the supervision of trial ex- 
aminers (known technically now as hearing examiners) through the 
device of hearings. At the conclusion of the hearings the trial 
examiner has made a report to the Commission including a recom- 
mendation for dismissal or for the issue of a cease and desist order. 
Thereupon the Commission would review the record and the recom- 
mendation of the trial examiner even though the latter was not 
contested. This meant considerable delay in issuing the order and a 
needless drain on the time and energies of the Commission. 

In June 1950 the Commission, using authority granted by the 
Administrative Procedure Act, increased the authority of the trial 
examiners and relieved itself of the necessity for considering all cases. 
According to the new procedure, the trial examiners not merely com- 
pile the record in each case, they actually make a decision on the 
merits. This decision automatically becomes the Commission’s or 
the latter on its own initiative decides to review the case. The pro- 
cedure is applicable to all cases except those settled “by consent.”’ 
The trial examiners thus serve as an initial trial court whose decisions 
are subject to review by the Commission. All cases capable of settle- 
ment at the trial examiner level are automatically settled within 30 
days after the initial decision. The Commission is relieved of the 
burden of reviewing minor and uncontested cases. The procedure 
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also frequently relieves trial examiners of the necessity for making 
long reports on the evidence. 

The processing of cases has been further expedited by assigning 
them to trial examiners when the complaints are issued. This makes 
the examiners responsible for the entire development of the record, 
facilitates scheduling of the hearings, and generally serves to expedite 
the proceedings. At present, also, trial examiners, rather than the 
Commission, handle all preliminary and interlocutory motions, thus 
relieving the Commission of considerable detail in the disposition of 
such motions. In the past, consideration of these motions by the 
Commission has been an important cause of delay. 

During fiscal 1951, 105 initial decisions were submitted by trial 
examiners in 101 docketed cases. Of these 101 cases, 61 became 
effective without appeal or review; 16 decisions were reviewed on the 
Commission’s own motion, of which 3 were adopted without change 
and 12 with some modifications; 1 is still pending. ‘There were no 
reversals. Appeals were taken in 24 cases with 4 affirmed, 12 modi- 
fied, and 2 reversed; 6 are still pending. Thus of 94 cases in which 
action had been completed, 68 were approved without change by the 
Commission, 61 of which were approved without review, 24 were 
adopted with some modification, and only 2 were reversed. In fiscal 
1952 trial examiners rendered decisions in a total of 120 cases. The 
record in these cases is not yet available. 


SETTLEMENT BY CONSENT 


A second procedural change of some importance is the introduction 

of the ‘‘consent”’ settlement. This was initiated in June 1951 as a 
device for reducing the time and expense required in disposing of 
formal cases. A consent settlement, according to the Commission, 
consists of findings containing the jurisdictional facts and a statement of the acts 
and practices which the Commission had reason to believe were unlawful, together 
with an order to cease and desist, all entered by consent of the parties. (Federal 
Trade Commission, Annual Report, 1951, p. 82.) 
In form it does not differ from any cease and desist order. It is 
merely an order which the respondent accepts without contest either 
before the Commission or in the courts. It represents an attempt to 
adapt the consent decree procedure under the Sherman Act to the 
needs of the Commission. 

Normally, if it appears that the consent procedure can be utilized, 
a preliminary draft of the order is attached to the complaint when the 
latter is issued. Thus the respondent as well as the Commission knows 
the terms of the order. Presumably this order represents the mini- 
mum by way of relief that is acceptable to the Commission and its 
staff. if the respondent agrees not to contest the order, the Commis- 
sion makes findings of fact and an allegation of illegal conduct. 
Neither of these need be admitted by the respondent, however, who 
is committed only to an admission of the jurisdictional allegations in 
the complaint and to a promise not to contest the action. 

The advantage of the procedure is primarily in the saving in time 
and manpower in disposing of four cases. In the seal ba and 
expensive litigation has sometimes been necessary in cases where the 
respondent has not objected to the order, but has refused to make the 
admission of guilt implicit in a failure to answer the complaint or to 
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contest the order. The advantages of the new procedure were vividly 
demonstrated in the recent action against four book publishing com- 
panies. One of the charges against these companies, that of price 
discrimination, was not contested. Within a space of three days new 
complaints limited to the discrimination charge were issued, the find- 
ings made, and orders entered. 

The danger in the procedure is that the orders may be weakened in 
order to obtain acceptance. It must be remembered that in one 
respect the Commission’s procedure differs sharply from the consent 
decree procedure under the Sherman Act. In the latter instance the 
decree is negotiated by the Department of Justice and the defendant 
and submitted to a court for approval. The decree is an instru- 
mentality of the court not of an administrative official. The Com- 
mission, however, either directly or through its staff both negotiates 
and approves the settlement. Court review does not take place, nor 
is there any way that such a review can take place. It is common 
knowledge that review by the court is sometimes perfunctory. But 
it is always present as a check on administrative actions. No such 
check exists in respect to the consent order. There is no way of 
determining whether in the dozen or so settlements rendered to date 
the relief obtained is less than it would have been if the issues had 
been litigated. But the danger exists and the procedure needs carefu! 
supervision. 

“DEFAULT ORDERS 


In April 1951 the Commission announced that, in a move designed 
to expedite the disposition of its cases, it had amended its Rules of 
Practice to provide for the entry of “default orders” in certain un- 


contested cases. <A “default order’’ is an order issued when a re- 
spondent fails to answer a formal complaint, or when he admits all 
its material factual allegations. The new procedure provides that 
in such instances ‘‘the trial examiner and the Commission shall be 
deemed authorized, without further notice to respondent, to find 
the facts, to draw conclusions therefrom, and to enter an appropriate 
order.’”’ The Rules of Practice state that— 


Failure to file an answer or plead specifically to any allegation of the complaint 
shall constitute an admission of such allegation. 


Furthermore: 


Admission in the answer, or admission by failure to file an answer, of all the 
material allegations of fact contained in the complaint shall constitute a waiver 


of hearing. 

To make this procedure more effective, it is customary to attach 
a proposed or ‘‘provisionary”’ cease-and-desist order to the complaint. 
Unless the respondent files answer within the specified time and shows 
cause why the provisionary order should not be issued, findings as to 
the facts will be made and the provisionary order issued without 
further proceedings. On the other hand, if the respondent objects to 
—s order and contests the proceeding, the provisionary order is without 
effect. 

Heretofore, the Commission’s practice has been to hold hearings 
to receive evidence supporting the allegations of the complaint even 
though the respondent failed to file answer and to appear for hearing. 
A prima facie case was established just as though the respondent were 
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present and contesting the order. This made for unnecessar y delay, as 
this committee pointed out in its earlier report (H. Rept. 3236, 81st 
Cong. , p. 22). Under the revised rule, no hearings will be necessary 
in such uncontested cases. The amended rule continues in effect 
the provision that a respondent may admit the material allegations of 
fact in a complaint and waive hearing, but still reserve the right to 
submit proposed findings and conclusions of fact and the right to 
appeal from the initial decision of the trial examiner. 


REVIVAL OF THE COURT INJUNCTION 


Section 13 of the Federal Trade Commission Act authorizes the 
Commission to ask the courts for injunctive relief in certain situations. 
This procedure is merely mentioned here as it is not applicable to 
antimonopoly situations. In substance the law provides that when 
the Commission has reason to believe that any person, partnership, or 
corporation is engaged in, or is about to engage in, the dissemination 
of any false advertiseme int of food, drugs, thereapeutic devices or 
cosmetiés, and that it would be “‘to the interest of the public” to enjoin 
the dissemination of such advertising, pending issuance and final 
disposition by the Commissien of a formal complaint, the Commission 
may apply toa United States District Court for a temporary injunction. 
Upon proper showing, a temporary injunction or restraining order 
shall be granted. 

This section of the law has seen little use. Up to 2 years ago it had 
been used only 38 times, all occurring prior to 1943. In these in- 
stances injunctions were granted in nearly every case and without 
delay. They were effective in stopping the offensive advertising while 
the Commission set its own machinery in motion. This committee in 
its earlier report (H. Rept. 3236, 8ist Cong., p. 29) stated its belief 
that the procedure should be used in certain types of cases. Early in 
1951 the Commision announced that it would be reviewed. 


THE CASE WORK OF THE COMMISSION 
VOLUME OF CASE WORK 


One of the most discouraging aspects, to one interested in the effec- 
tive enforcement of our antitrust laws, is the smal] number of corrective 
actions that are instituted under these laws. Neither the Antitrust 
Division of the Department of Justice nor the Federal Trade Com- 
mission can take action against more than a small fraction of the viola- 
tions that are brought to their attention. In respect to the Com- 
mission, for instance, in fiscal 1951, information of around 700 real or 
alleged violations reached the Bureau of Antimonopoly. Of this 
number, 309 were given regularly scheduled investigations. But only 
29 complaints were issued and only 23 cease-and-desist orders were 
entered. This is at the ratio of about 1 order for every 30 reported 
violations. The latter, in turn, constitute a small fraction of the total 
number of violations. 

The effectiveness of the Commission’s administration of the Federal 
Trade Commission and Clayton Acts does not, of course, depend 
exclusively upon the number of cease and desist orders issued. Never- 
theless, it is important that as many offensive practices as possible 
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be corrected. For this reason, considerable concern has been expressed 
on many fronts at the diminishing number of cease and desist orders 
issued by the Commission. In its earlier Report on the Federal Trade 
Commission, this committee felt that the decline in number of cases 
was— 


a symptom of a basic problem confronting the present Commission; namely, that 
of exercising sufficient administrative control cone its staff to hold them to the 
highest level of operating efficiency (H. Rept. 3236, 81st Cong., p. 44). 


Table 42 indicates the trend in the case load of the Commission for 
the past 10 years. It shows the number of cases started, terminated 
and pending in each of the two main procedural stages. ‘Applica- 
tions for complaint,” it will be recalled, denotes the initiation of a 
case when it is given its first docket number. “Complaints’’ indicate 
the cases that have reached the formal stage. 


TABLE 42.—Federal Trade Commission volume of case work, fiscal years 1943-52 


Number of actions 





1943 | 1944 | 1945 | 1946 | 1947 | 1948 | 1949 | 1950 1951 





| j 

Applications for complaint: | | 
Pending, beginning of year_- ..}1, 03: 947 | 828]; 870; 996 1,140 11,378 |1, 554 |1, 166 995 
Docketed and eekeaane ks 789 | 616) 686] 531 |} 700| 905 iI, 183 641 | 489 380 
Disposed of 874. | 735 | 644] 405 | 556 | 667 }1,007 |1,029 | 660] 595 
Pending, end of year. 947 | 828 870 996 |1,140 (1,378 |], 554 /|1, 166 995 | 785 

Complaints: | 
Penaing, beginning of year- 371 | 404 448 | 444 423 392 | 320]; 328] 311 | 260 
Issued and reopened... ._- ‘ 216 197 166 102; 56 71 97 | 126 111 | 105 
Disposed of 183 | 153 170 123 | 87 143 89 143 162 | 153 
Pending, end of year. sere 404 448 444 423 392 320 | 328 311 | 260 | 212 

i ' 











1 Preliminary, 


Source: Federal Trade Commission, Annual Reports, 1943-50; Monthly Summary of Work, 1951-52. 


It will be noted that on the basis of the docketed applications for 
compl ints the number of cases instituted has fluctuated widely since 
1943. The maximum was 1,183 in 1949, the minimum was 380 in 
1952, a drop of about two-thirds. (In 1937 the number of cases 
initiated reached a record high of 1,477.) <A sharp decline sinenead 
prior to 1946, and again since 1949. The number of complaints issued 
shows similar variations. The maximum was 216 in 1943; the mini- 
mum was 56 in 1947. (In 1939 the high total of 370 was issued.) 
From 1943 to 1947 the number steadily declined—from 216 to 56 
but then rose to 126 in 1950. In 1952, 105 were issued. 

The number of cases disposed of follows the same basic pattern as 
those initiated. In respect to applications, the large total of 1,029 
was disposed of in 1950. This was two and one-half times the number 
disposed of in 1946. Few of these, however, were “settled’’ in the 
sense that corrective action ensued. They were either dismissed and 
closed prior to settlement or transferred to the formal stage by i issue 
of a complaint. The last 2 years has likewise seen some decline in 
these disposals, the number being 660 and 595, respectively. The 
number of complaints disposed of is also much below its prewar level. 
In 1941, 407 were taken care of compared with only 87 in 1947. In the 
past 2 years the number has been 162 and 153, respectively. 

A variety of reasons have been cited for this fluctuation and recent 
decline in the Commission’s case load. In part it seems to be purely 
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procedural, being a reflection of the fact that a larger number of cases 
is dismissed prior to the docketing of the application for the com- 
plaint. To some extent also, it is ‘the result of changes in the char- 
acter of cases. A few complex cases may supplant a much large 
number of relatively simple cases. It may also be a reflection of some 
loss in operating efficiency. 

Two basic facts are emphasized by the above figures. The first is 
that in respect to cases starte d, the general level of the legal opera- 
tions of the Commission has been relatively low during the past 2 
years, as compared with other postwar years. <A total of 869 appli- 
cations for complaints were docketed or reactivated during 1951 and 
1952, compared with 1,824 during 1949 and 1950. Likewise 1,255 
applications were disposed of during 1951 and 1952, whereas 2,036 
were disposed of in the preceding two years. ‘The second fact is 
that the processing of formal cases, that is the termination of cases, 
shows no comparable diminution. In part this is a result of a de- 
termined effort on the part of the Commission to clear up its docket. 
In the past the Commission’s staff has been prone to initiate more 
actions than can be effectively handled. Present policy indicates an 
attempt to correct this tendenc y and to hold the number of cases to 
a workable level. 


TYPES AND NUMBER OF SETTLEMENTS 


Federal Trade cases may be disposed of in a variety of ways. They 
may be dismissed or closed fr many reasons, such as lack of evidence, 
absence of sufficient public interest, etc. Such actions mean that 
no corrective action of any <ind is taken. If positive remedial action 
is taken, it will consist of either an order to cease and desist, a stipula 
tion to cease and desist, or the promulgation of trade practice conference 
rules. The cease-and-desist order is a formal command by the Com- 
mission to stop the illegal practice and the basic instrument by which 
both the Federal ‘Trade Commission and the Clayton Acts are made 
effective. The stipulation is merely an agreement between the re- 
spondent and the Commission whereby the former promises to sto 
the offensive practice. It is accompanied by an official closing of tMe 
case without prejudice. As a matter of policy, stipulations are not 
accepted in restraint-of-trade and Clayton Act cases. The trade 
practice conference procedure does not itself settle any case. Certain 
cases—but not restraint-of-trade and Clayton Act cases—are simply 
dismissed or closed upon evidence that the respondent is abiding by 
the rules for his industry. The letter or affidavit of discontinuange 
is not a settlement itself but provides the basis for closing the case. 
It is merely a statement by the suspected offender that he has aban- 
doned the illegal practice. It is used only in cases involving deceptive 
practices. The data on the use of these methods of settlement are 
presented in the following table. 
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TABLE 43.—Federal Trade Commission: Settlement bd cases, fiscal years 1943-52 















































{ | 
Mode of settlement 1943 | 104 on | 1945 - 1946 | 1947 | 1948 | 1949 1950 | 1951 1952 
| 
? $ PRL eT 

By cease-and-desist orders_.__ __- at 165 124 140 89} 56 73 47 79 121 132 
ee No ccc nce 261 272 252 37 | #130 108 131 149 143 125 
By TPC rules___.___- 1 7 5 | 2 2 3 2 0 | 0 
By consolidation. -_--- 10 7 | 19 14 8 6 18 2 5 
Complaints dismissed __ 27 19 27 27 59 | 233 60 32 17 
Applications dismissed -- - 281 | 247 | 207 373 | 494 | 785) 760) 419 | 368 
Total 715 | 672| 434} 602| 744 |1,005 1,088 | 717 | 647 

pan" | | | ss , 





1 Preliminary. 
2 Includes 1 complaint rescinded. 


Sources: Federal Trade Commission, Annual Reports, 1943-50; Monthly Summary of Work, 1951-52. 


A striking feature of the operations of the Federal Trade Commis- 
sion is the fluctuation in the number of cease-and-desist orders issued. 
The maximum was 348 in 1941. From that figure it declined to 56 in 
1947. Since then it has been rising, 132 being issued in 1952. The 
ratio of cease-and-desist orders to total cases settled was about 1 to 5 
prior to World War II, but since then has been only about 1 to 10. 
In 1952, however, it was back nearly to the former ratio. 

The large number of cases dismissed and closed with no further ac- 
tion is also striking. This was particularly true in 1949 and 1950, 
when the Commission dismissed a large number of old cases in an 
effort to bring its dockets up to date. In 1951, 451 cases were dis- 
missed, about 63 percent of the total number of cases disposed of. 
In 1952, a total of 385 cases were dismissed or closed, nearly 60 percent 
of all cases brought to a close. 

It will also be noted that more cases are settled by stipulation than 
by cease-and-desist orders. This mode of settlement is not used, how- 
ever, in restraint-of-trade and Robinson-Patman cases. The trade 
practice conference procedure is rarely used to settle cases. Officially 
it is never used to settle restraint-of-trade and Robinson-Patman cases. 


ANTIMONOPOLY ACTIONS, 1951-52 


During the fiscal year 1951 the Federal Trade Commission issued 
23 cease-and-desist orders and 29 complaints against various restric- 
tive practices deemed injurious to the functioning of the competitive 
system. In the fiscal year 1952 it issued 28 cease-and-desist orders 

2 of these were against the same respondent) and 29 complaints. 
This represents some increase over the level of operation for the pre- 
ceding 5 years, when on the average the Commission issued only 17 
orders and 26 complaints. It is appreciably less, however, than the 
prewar rate of close to 50 antimonopoly complaints per year and of 
almost that many orders. This small number of positive actions calls 
attention to the feebleness of our efforts to eradicate restrictive and 
discriminatory practices in relation to the magnitude of the task. 

The nature of the practices attacked by the Commission during 
these 2 years is indicated by the sections of the statutes cited in the 
complaints and orders. The 55 complaints issued in 1951 and 1952 
contained 70 charges and the 51 orders cited 59 separate sections of the 
law. These were as follows: 
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TABLE 44.—Provisions of law cited in Federal Trade cases, fiscal years 1951 and 





Com- Com- | 
. TS ) Orde 
| plaints plaints | Irders 





| 
| | lt 
Federal Trade Commission Act-__} 2 Clayton Act as amended 
Clayton Act as amended: | | Sec. 2 (e)...... 
Bec, 3 (@)...... ? ¢ Sec. 2 (f)..-.- 
Sec. 2 (c).-- oe 5 | ‘ 2 
Sec. 2 (d)..- Q j | 





Source: Federal Trade Commission, Annual Report for 1951, Monthly Summary of Work, |! 
THE BACKLOG OF CASES 


For years the Federal Trade Commission bas been burdened with a 
heavy backlog of pending cases. On July 1, 1949, there were 1,882 
cases in various stages of development. This was equivalent to about 
2 years’ work at the normal rate of operation. At the beginning of 
fiscal year 1951, the backlog consisted of 1,161 informal cases and 311 
formal cases. These do not include the matters still in process of 
preliminary screening. By the end of the year the backlog had been 
reduced to 995 informal cases and 260 formal cases, a reduction of 217. 
A further reduction occurred in 1952, with a bac klog as of June 30 of 
785 informal cases and 212 formal cases. 

In spite of the improvement of the past 2 years, a backlog of the 
present size is clearly excessive. It represents about a year and a 
half’s work if no new cases were generated. It results in a congested 
docket, dissipation of energies and delay in processing cases. Sound 
administrative procedure would seem to require that even more 


determined efforts be made to reduce the number of pending cases. 


DELAY IN PROCESSING CASES 


A persistent problem faced by the Federal Trade Commission for 
many years has been the inordinate amount of time needed to complete 
its actions. The Commission was established on the premise that the 
administrative process would permit prompter and more decisive 
action than was possible under the slow moving procedures of the 
courts. Such action is essential in the enforcement of laws like the 
Federal Trade Commission and Robinson-Patman Acts. The ade- 
quacy of the relief obtained in attacking unfair practices frequently 
is in inverse ratio to the time required to complete the action. 

The Commission has been aware of this problem and periodically 
has announced changes in its procedures to reduce the delay. Among 
these are the granting to trial examiners of the right to make initial 
decisions which become the decisions of the Commission unless ap- 
pealed or reviewed; the granting of additional authority to operating 
officials to dismiss informal cases; and the use of ‘consent’ decrees. 
These reforms have undoubtedly been helpful. But there is still room 
for much additional improvement particularly in respect to restraint- 
of-trade and Robinson-Patman cases. 

To determine whether these cases are settled promptly an examina- 
tion was made of the history of all cases settled in the fiscal year 1952, 
and also of all cases pending on July 1, 1952. The former group 
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includes 28 cases. The distribution of these cases in respect to the 
time intervening between the date of docketing the original application 
for complaint and the final settlement, (in most instances by issue of 
cease-and-desist order) is indicated by Table 45. 


TasLe 45.—Federal Trade Commission: Antimonopoly cases settled in fiscal 
year 1952 (time intervening between date of initiation and date of settlement) 





Perio] Number | Period | Number 
ae | ofcases | of cases 
| 
Less than 1 year. 5 | From 5 to 10 years 5 
From 1 to 2 years | 3 | More than 10 years-. 5 


> 
From 2 to 3 years | 5 
) 


From 3 to 5 years | Total _- me 28 


Source: Federal Trade Commission. 


The average time for settling these cases as represented by the 

median was 37 months. Five had been under consideration for peri- 
ods varying from 5 to 10 years. Five had been in process for more 
than 10 years. Seven of the ten cases which have been pending for 
more than 5 years were Robinson-Patman cases. It is these cases 
which tend to consume the most time. An additional five cases had 
been under consideration for more than 3 years but less than 5. Only 
one of these involved violations of the Robinson-Patman Act. Still 
another five had been pending for periods of from 27 to 35 months. 
All but one were Robinson-Patman cases. Only 13 cases were settled 
in less than 3 years. Five cases involving the Robinson-Patman Act 
were settled within a year from initiation, four being settled by con- 
sent orders within 2 days from docketing of the applic ation. It 
should also be noted that in all of these proceedings varying amounts 
of time had been spent prior to docketing the application for the 
complaint. 

The second group of cases studied consisted of all formal anti- 
monopoly cases which were pending on July 1, 1952. These are cases 
in which a formal complaint had been issued but which had not yet 
reached final settlement. Like the preceding list, they included cases 
involving charges of conspiracy to restrain trade, price discrimination, 
tying contracts, illegal mergers and the like. There are 85 cases in 
this group. The length of time already consumed in processing these 
cases is indicated by Table 46. 


TasBLe 46.—Federal Trade Commission: Age of formal antimonopoly cases pending 
on July 1, 1952 


. Number : Number 
>, ) = Ie De = 
Period of pendency of cases Period of pendency of cases 


Less than 1 year siatnlageasibiiabii 2 || From 10 to 15 years 


a a + Fe ee De et 25 
ou ¥) \3) eee ae 6 ji More than 15 years........-............ 6 
From 2 to 3 years. .._- dhthindetdeueche 13 ——— 
I REN So 5 cncniaitennnmamepeiel 21 Pc natin deen hetinkingle 85 
From 5 to 10 years. _._-_.__- raatnas 12 |} : 


Source: Federal Trade Commission. 


It will be observed that 31 of these pending cases, more than one- 
third of the total, had been under consideration for 10 or more years. 
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Four, alleging violations of the Robinson-Patman Act, were initiated 
in 1936, soon after the Act went into operation. These are the famous 
cosmetics cases. Three others, the spark-plug cases, also involving 
price discrimination, went back to 1937. Three others over 12 years 
old were companion actions to the Standard Oil of Indiana case. 
Twenty-six of these old cases charged violations of the Robinson- 
Patman Act. Fifteen were waiting the decisions of the Commission, 
and 16 were still being developed by the Division of Investigation 
and Litigation. 

Of the 12 cases which had been pending from 5 to 10 years, 4 
charged violations of the Robinson-Patman Act. Three of these 
were waiting the decision of the Commission; two were pending with 
hearing examiners; and the remainder were in process of development. 
Twenty-one additional cases were more than 3 years old. Eight of 
these were Section 2, Robinson-Patman Act cases. One was awaiting 
decision of the Commission on its merits; one was pending with the 
hearing examiner; the others were still being developed by the Division 
of Investigation and Litigation. 

A total of 64, about three-fourths of all pending antimonopoly 
cases, on June 30, 1952, had been active—if active is the word —for 
more than 3 years. The average period as represented by the median 
was 61 months. It might also be noted that these cases were still 
not settled as of June 30. In many instances, furthermore, long 
periods of litigation in the courts were still to come. 

It thus appears that in the field of restraint-of-trade and discrim- 
ination, relief through Commission action may not normally be ex- 
pected for at least 3 years. Complex cases may require a decade or 
more. Nor does it appear on the basis at least of the past record 
that much improvement has occurred. There is little difference in 
the time required to process those cases settled in 1952 and those 
settled in 1950, the period covered by the earlier study of the Select 
Committee on Small Business. Undoubtedly the new procedures 
make it possible to process certain cases more quickly but the evi- 
dence does not indicate that the time required to complete the great 
bulk of antimonopoly cases has been materially reduced. 

In the earlier report of this committee certain conclusions were 
presented as to the reasons for this inordinate delay. Chief of these 
were as follows: The long periods during which a case seems to be 
entirely quiescent, the necessity for making time-consuming supple- 
mentary investigations, failure to use the device of an investigational 
hearing in developing a case, faulty scheduling of hearings, repeated 
appeals from trial examiners’ rulings, protracted cost studies and the 
many referrals, reviews and clearances. There seems to be no 
reason to modify these conclusions. Vigorous action to simplify 
procedures is still clearly necessary. 


SIGNIFICANT COURT ACTIONS, 1950-52 
CASES IN FEDERAL COURTS 
In the two fiscal years of 1951 and 1952, some 11 orders of the Com- 
mission directed at various antimonopoly practices were reviewed by 


the courts. ‘Two of these were decisions of the Supreme Court. ‘The 
others were decided by the various Courts of Appeals. Two other 
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cases, those against the Morton Salt Company and the International 
Salt Company, involved matters of compliance rather than the validity 
of the orders themselves. ' 

The Federal Trade Commission has not had a notable success in 
defending its orders during the past 2 years. Before the Supreme 
Court the Commission won one partial victory and suffered one 
serious setback. The former occurred in the Ruberoid case in which 
the Supreme Court upheld a decision of the Court of Appeals affirming 
the Commission’s order prohibiting price discrimination but denying 
enforcement in the absence of a proved violation. The defeat 
occurred in the Standard Oil of Indiana case, which is discussed 
below. 

Of the nine cases that at the time of writing had not progressed 
beyond the Courts of Appeals, only four could be considered complete 
victories for the Commission. These four include the following: 

The order prohibiting Reid H. Ray Film Industries from 
engaging in unfair competition in the distribution of motion 
picture advertising film. 

The price discrimination order against Standard Brands Ine. 
which was affirmed with some modification. 

The order against Automatic Canteen Company involving price 
discrimination and exclusive dealing contracts. (See below 
pp. 290-291.) 

The Whitney & Company order forbidding price discrimination. 

The five cases in which the Court of Appeals failed to sustain the 
Commission in whole or in important particulars include the following: 

The order against Minneapolis-Honeywell Regulator Company, 
in which the court reversed that part of the order having to do 
with price discrimination. (See below, pp. 289-290.) 

The orders against Alexander Film Company and Motion Picture 
Advertising Company prohibiting exclusive screening contracts. 

Two price conspiracy orders against Douglas Fir Plywood Asso- 
ciation and Fir Door Institute. 

Three of these cases present important principles of law. These 
involve the Standard Oil of Indiana, the Automatic Canteen Company 
and the Minneapolis-Honeywell Regulator Company. They are dis- 
cussed below. 

STANDARD OIL OF INDIANA 


On January 8, 1951, the Supreme Court rendered an historic decision 
interpreting the Robinson-P: atman Act and the powers of the Federal 
Trade Commission. This decision must rank with the most important 
in the whole antitrust area. It defined and restricted the scope of the 
law and imposed new obligations on the Commission in proving a 
violation of law. The case is that of Standard Oil Company (Indiana) 
v. Federal Trade Commission (340 U.S. 231). 

The case involved an order issued by the Commission in 1946 
against the Standard Oil Company of Indiana for certain pricing prac- 
tices in the Detroit area. The Court of Appe: als had modified the 
order slightly and required its enforcement. The Supreme Court, 
however, by a 5 to 3 decision, reversed the Court of Appeals and 
found for the Company. The chief issue concerned the status of the 
good faith proviso in Section 2 (a) of the Robinson-Patman Act as a 
defense against a charge of price discrimination. 
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The Commission had found the Company selling at different prices 
to buyers of the same general character. It charged that this was 
discriminatory practice, that it had a tendency to injure competition, 
and hence was in violation of Section 2 (a) of the Robinson-Patman 
Act. The Commission consequently ordered the Company to stop 

various practices, including the following: (a) Selling to some retailers 
at prices less than it charged other re tailers of the same class; (6) grant- 
ing lower prices to jobber rs on gasoline sold at retail; and (ec) quoting 
prices below Standard’s own tank wagon price to jobbers who also 
sell to retailers. 

Although Standard tried to justify its price policies on several 
different grounds, its chief defense was that its discriminations were 
made “‘in good faith” to meet the equally low prices of its competitors. 
In reply to this contention, the Commission took the position that the 
good faith defense was irrelevant in view of the fact that a substantial 
injury to competition had been demonstrated. It was not necessary, 
therefore, even to make a finding as to whether the Company had 
acted in good faith. ‘The issue as it was presented to the courts was 
thus whether discriminatory prices could be justified in spite of their 
injurious effect on competition if the lower prices were made in good 
faith to meet the equally low prices of competitors. 

In answering this question in the affirmative, the Supreme Court 
invoked a variety of arguments. It studied the legislative history 
of the Robinson-Patman Act and came to the conclusion that Congress 
meant the good faith defense to be more than a mere procedural matter 
as the Commission contended. It was intended to be a substantive 
defense. The Court professed to find in the actions and statements 
of the Commission and its staff an understanding that good faith is a 
complete defense. Logic also pointed to this conclusion because other- 
wise Congress would have actually been curtailing competition in a 
law designed to support it. The following excerpts from the opinion 
indicate the views of the Court: 

It is enough to say that Congress did not seek by the Robinson-Patman Act 
either to abolish competition or so radically to curtail it that a seller would have no 
substantial right of self-defense against a price raid by a competitor 
There is nothing to show a congressional purpose, in such a situation, to compel 
the seller to choose only between ruinously cutting its prices to all its customers to 
match the price offered to one, or refusing to meet the competition and then 
ruinously raising its prices to its remaining customers to cover increased unit costs. 
There is, on the other hand, plain language and established practice which permits 
a seller, through Section 2 (b), to retain a customer by realistically meeting in good 
faith the price offered to that customer, without necessarily changing the seller’s 
price to its other customers . . . We may, therefore, conclude that Con- 
gress meant to permit the natural consequences to follow the seller’s action in 
meeting in good faith a lawful and equally low price of its competitor. 


The Court consequently remanded the case to the Court of Appeals 
with instructions that the Commission be directed to make findings of 


fact on the matter of good faith. (For the subsequent history of this 
case, see pp. 303-304.) 


MINNEAPOLIS-HONEYWELL CASE 


A second important reversal for the Commission occurred in the 
Minneapolis-Honeywell case decided by the Court of Appeals for the 
Seventh Circuit on July 5, 1951. The issue in this case centered 
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around that part of an order issued in 1948 by the Commission for- 
bidding certain price discriminations. The order also forbade the 
Company to use certain patent licensing agreements and restrictive 
tying and exclusive dealing contracts in violation of Section 5 of the 
Federal Trade Commission Act and Section 3 of the Clayton Act. 
Only the price discrimination section of the order was challenged in 
the courts. 

The pricing practice that the Commission found to be in violation 
of Section 2 (a) of the Robinson-Patman Act was a system of quantity 
discounts based partly on the status of the purchaser and partly on the 
volume of purchases. A distinction was made between manufacturers 
of heating equipment on the one hand and wholesalers and other 
dealers on the other, and discounts were given the former which varied 
according to the volume of purchases. The Commission found that 
the larger discounts could not be justified by savings in cost and that 
the entire system had an injurious effect on competition in the manu- 
facture both of temperature controls and heating equipment. 

In reviewing the case, the Court was concerned almost entirely with 
the effect of the alleged discrimination on competition and whether 
the record as compiled by the Commission showed a substantial in- 
jury. The Court decided that it did not. In arriving at this conclu- 
sion, the Court seemed to be much impressed by two facts; first, that 
the trial examiner had recommended that the complaint be dismissed; 
and second, that the decision of the Commission to issue the order was 
not unanimous. For this reason the Court felt that the evidence 
presented by the Commission needed to be scrutinized with particular 
care. It concluded that the record did not in fact show a substantial 
injury to competition or a tendency to create monopoly. It con- 
sidered the Commission’s action in overruling its trial examiner to be 
“arbitrary.” 

The significance of the decision lies in the willingness of the Court 
to reverse the Commission solely on questions of fact. It rejected 
the views of a majority of the Commission in favor of a minority and 
that of the trial examiner. The Court declared that the interferences 
with competition must be substantial, “not trivial or sporadic,’ and 
that ‘a mere possibility” of injury is not sufficient to sustain a charge 
of violation of the Act. The Court’s position in this case is strikingly 
different from its position in the Malsters case when it said, ‘“The 
Courts are not permitted to weight the evidence and it is of no con- 
sequence that we might disagree with the Commission’s findings.” 
The case is, of course, still to be reviewed by the Supreme Court. 
If the position of the lower court is sustained, it means that more 
substantial and convincing evidence of the injury to competition must 
be compiled. 

THE AUTOMATIC CANTEEN CASE 


In its action against the Automatic Canteen Company of America, 
the Commission won a notable if not final victory. This has been one 
of the most protracted pieces of litigation in which the Commission 
has ever engaged. In one form or another it has been under considera- 
tion by the Commission and its staff since 1940. In June of that 
year, an application for a complaint was docketed and in March 1943, 
the actual complaint was issued. More than seven years later, on 
June 6, 1950, a cease and desist order was finally entered. The order 
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was immediately appealed and the case has been before the courts 
ever since. On January 18, 1952, the Chicago Court of Appeals 
affirmed the order but in March granted Automatic Canteen’s motion 
for stay of mandate pending appeal to the Supreme Court. 

The Automatic Canteen Company is engaged in leasing automatic 
vending machines used in dispensing candy, gum and nuts and in the 
sale of ‘supplies to be sold in such machines. The complaint carried 
two counts. One was aimed at the licensing contracts, which provided 
that the lessee use Automatic’s machines and supplies exclusively and 
that for a period of five years after the termination of the lease, the 
licensee would not own, lease or deal in any automatic vending 
machines within the franchise territory. This, the Commission 
charged, violated Section 3 of the Clayton Act. Price discrimination 
was involved because, according to the complaint, Automatic Canteen 
induced the suppliers of candy, gum and nuts to sell at prices lower 
than those charged the Company’s competitors. This violated 
Section 2 (f) of the Robinson-Patman Act. It is this count that is 
of particular significance. 

The principal question, according to the court, related to the 
burden of proof. Is it necessary for a buyer to prove that his seller’s 
prices are justified by savings in cost? If so, doesn’t this impose so 
heavy a burden on the buyer as to amount to a deprivation of due 
process? This is the first case in which this issue has been presented 
to the court. 

The court held that there was no reason to distinguish between 
Section 2 (f) and Section 2 (a) in respect to the burden of proof. 
Section 2 (a) prohibits discrimination unless it can be justified. So 
also does Section 2 (f): 

But Section 2 (f) makes it equally unlawful for a buyer to knowingly induce 
or receive any discrimination prohibited by the section, and we see no escape 
from the conclusion that this places precisely the same burden of proving cost 
justification upon the buyer, once the Commission establishes knowing induce- 
ment or receipt of a price discrimination otherwise illegal. 

Furthermore, the Court declared, it is the person charged with the 
violation, not the seller, who must assume the burden of rebutting 
the prima facie case. 

In respect to the difficulty of establishing cost justification by the 
seller, the Court held— 

It is no doubt true that it is more difficult for a buyer to establish his seller’s 
cost justification than it is for the seller from whom he bought. But we cannot 
say that it is unreasonable or arbitrary to expect a buyer who induces or knows 
that he is receiving prices substantially lower than his competitors to make some 
good faith effort to ascertain that such lower prices are justified by lower costs 
in the sales to him. Nor can we assume that the Commission will be so arbi- 


trary or unreasonable as to the quantum of proof required of the buyer in a 
proceeding under Section 2 (f) as to deprive him of due process. 


REGULATION OF BUSINESS BY COOPERATION 


SETTLEMENT BY NEGOTIATION 


There has been discernible during the past 2 years certain develop- 
ments in the activities of the Federal Trade Commission that call 
attention to a basic issue of public policy. To what extent should 
laws such as those regulating monopolistic practices be administered 
through cooperation between the enforcing agency and the regulated 
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clientele? Or more specifically, should the formal cease-and-desist 
order procedure provided by both the Federal Trade Commission Act 
and the Clayton Act be supplanted by cooperative measures as 
exemplified by trade practice conference rules and settlement by 
stipulation? 

A strong current of opinion has developed in the Federal Trade 
Commission, shared by both members of the Commission and the staff, 
that enforcement through cease-and-desist order is effective. Yet a 
determined drive has been launched to substitute informal and cooper- 
ative methods for the formal procedures contemplated by statute. 
The recent adoption by the Commission of ‘‘settlement by consent’’ is 
merely an example of this administrative philosophy. As this is being 
written, the Commission has under consideration the extension of these 
informal methods of settlement to Robinson-Patman and restraint-of- 
trade cases, which heretofore have never been settled in this way. 


THE TRADE PRACTICE CONFERENCE PROGRAM 


The chief method used to regulate by consent of the regulated is 
the trade practice conference program. Essentially this is a device 
whereby the Commission and a specific industry cooperate in formu- 
lating so-called rules of fair practice. It was initiated in 1919 and 
developed very rapidly throughout the 1920’s. Because of inade- 
quate supervision, many of the rules encouraged rather than pro- 
hibited undesirable practices. This led to strong protests from the 
Department of Justice, which persuaded the Commission to make a 
substantial revision of its trade practice rules. Before this could be 
completed, the National Recovery Administration adopted the trade 

ractice conference technique as the basis for formulating NRA Codes. 
With the passing of the NRA, the Commission’s trade practice con- 
ference program was at a low ebb. Since then, the Commission has 
vigorously promoted the program, stating in 1951 that— 

It is the policy of the Commission to utilize the trade practice conference and 

es gg procedures to the greatest possible extent (Annual Report, 1951, 
p. 69). 
In the last two fiscal years, 20 new or revised sets of rules have been 
promulgated. Included in these are such important industries as 
cosmetics, rayon manufacturing and the grocery trade. As of July 1, 
1952, 179 industries or segments of industries were operating under 
rules. 

Serious doubts have been expressed as to the effectiveness of trade 
conferences in eradicating monopolistic practices from industry. In 
the study made by this committee (H. Rept. 3236, pp. 33-34) it was 
concluded that in the field of antimonopoly the trade practice con- 
ference program has severe limitations as well as certain positive 
dangers. Chief among these are the following: 

1. The record indicates that practices which involve conspiracy 
or concerted action can rarely be corrected on a voluntary basis. 

2. Well-disciplined industries are fundamentally opposed to 
government rules, preferring to settle their problems themselves. 

3. It is very difficult to state specific prohibitions in terms 
which are meaningful and at the same time in conformity with 
the law. The rules thus tend to become mere repetitions of the 
more commonplace principles of law. 
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4. A basic danger arises from the constant pressure from 
industry for the inclusion of objectionable rules. The history of 
the program does not arouse much confidence that it can be 
aggressively promoted without yielding to the temptation to 
include undesirable rules as a price for the cooperation of the 
industry. 

There is also a serious issue of administrative policy in the enforce- 
ment of trade practice rules. It is no offense to violate a rule. The 
offense lies in violating the law. The only formal action that can be 
taken against an offender is the issue of a cease-and-desist order which 
must be based on a violation of law. But nearly all infractions of 
trade practice rules are corrected not by the cease-and-desist order 
procedure, but by informal “‘administrative treatment.’’ As a matter 
of policy, it appears that if the violation is “‘serious,’’ formal action 
will be started. But in view of the fewness of these formal cases, it 
is quite apparent that violations of the law in industries subject to 
trade practice rules are rarely deemed to be serious. 

All the available evidence points to extensive non-compliance with 
rules and to leniency in dealing with offenders. In the fiscal year 1951, 
the Division of Trade Practice Conferences discovered and corrected 
1,100 individual violations. In fiscal 1952, preliminary figures indi- 
cate that the number was 1,079. In the month of June 1952, alone, 
227 violations were ‘“‘corrected.”” There can be little question that 
among these violations were some very serious infractions of the law. 
If the offense had been committed in an industry which was not sub- 
ject to trade practice rules, the procedure of correcting the violation 
would normally have been completely different, involving in certain 
cases the issuance of cease and desist orders with—in the case of orders 


issued under the Federal Trade Commission Act—severe penalties for 
further non-compliance. 


THE COSMETIC RULES 


An example of the difficulty encountered in attempting to eradicate 
deeply-rooted trade practices by the conference procedure is afforded 
in the cosmetic industry. A set of rules for this industry became 
effective on February 1, 1952, after a long period of litigation and 
negotiation with cosmetic manufacturers over certain practices, par- 
ticularly discrimination in the use of demonstrator services. Early 
in the 1930’s, the Commission had attempted to promulgate rules for 
the industry but was unable to obtain the necessary support. Im- 
mediately after the Robinson-Patman Act became effective, the 
Commission resorted to formal action and issued complaints against 
most of the largest producers in the industry. In 1944 after a long 
period of legal maneuvering, the Commission finally issued a cease- 
and-desist order against Elizabeth Arden. Although the order was 
affirmed in 1946, the Commission itself asked for a postponement of 
the time for filing compliance reports. At present the order is tech- 
nically in effect but no effort is being made to enforce it. ‘The other 
formal cases are still officially before the Commission for decision on 
the merits. 

Following the successful defense of the Arden order in the court the 
Commission initiated—at the request of the industry—another trade 
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practice conference. This resulted in a set of rules which became 
effective February 1, 1952. 

Ty : ~ . ~ » o - 

The promulgation of these rules has created a serious dilemma 
because of the fact that the rule adopted by the trade practice confer- 
ence is not the rule affirmed by the Court in the order against Elizabeth 
Arden. The basic rule of the order prohibits the furnishing of 
demonstrator services as well as other promotional services unless 
these services are furnished to all retailers on proportionally equal 
terms. This language conforms very closely to that in Section 2 (e) 
of the Robinson-Patman Act. Interpreted literally, it seems to mean 
that demonstrator services furnished to different stores must be the 
same in kind although they may be different in amount if ‘‘proportion- 
ally equal.”’ At least this was the interpretation offered by the Com- 
mission itself when the order was issued. The order thus seems to 
forbid the substitution of alternative services including ‘‘push money.”’ 
If demonstrator services cannot be “proportionalized” as between 
stores, they cannot be offered at all. The members of the trade 
practice conference apparently convinced the Commission that this 
interpretation of the law is too strict and too literal. Statements 
were made by members of the industry that its enforcement would 
occasion needless injury to the industry, force the total abandonment 
of demonstrators and similar promotional activities and work serious 
hardship to small stores. 

The rule as promulgated by the Commission in effect constitutes a 
revision of the order. In form, it follows the order very closely; but 
in an explanatory statement attached to the rule, the Commission 
states that alternative services may be offered provided they are ‘‘of 
equivalent measurable cost,” are “usable and suitable,’ and all com- 
peting stores are fully informed. _ 

The dilemma now facing the Commission is what disposition to 
make of the existing complaints against the industry. In view of the 
new rule, it would hardly be proper to issue orders similar to that 
against Elizabeth Arden. On the other hand, if the Arden case 
represents the law, it would be equally improper to issue lesser pro- 
hibitions against the other members of the industry. 

Of greater significance, however, is the fact that the trade practice 
rule seems to be signally ineffective as a check on discrimination. 
The qualifications and exceptions are so legion that the rule can never 
be vigorously enforced. It sets up a meaningless and unworkable 
formula which serves more to obscure than to prohibit violations of 
the law. No better example could be found of the weakening of the 
law through administrative rule-making than this. 


THE QUANTITY DISCOUNT RULE 


In January 1952 the Commission took one of the most far-reaching 
actions in its history. This was the promulgation of a rule setting 
maximum limits to the quantity of rubber tires and tubes for which 
quantity discounts may be granted. This represents the initial use 
of the rule-making power contained in Section 2 (c) of the Clayton 
Act, as amended. The rule has been called— 


the most revolutionary order of its kind which the United States Government has 
ever attempted to impose on an industry. 


The issues are very complex and can be only touched upon here. 
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ORIGIN OF THE PROCEEDINGS 


The action had its antecedents in the early cases brought by the 
Commission against the rubber companies for discriminatory pricing 
(In the matter of The Goodyear Tire and Rubber Co., 22 F. T. C. 232, 


> 


1936; F. T. C. v. Goodyear Tire and Rubber Co., 304 U.S. 257, 1938 and 
308 U. S. 557, 1939; In the matter of United States Rubber Co., 28 
F. T. C. 1489, 1939). It is generally recognized that these actions 
were largely ineffective in preventing discriminatory practices. In 
fact the Goodyear case was specifically cited by the sponsors of the 
Robinson-Patman Act as one of the reasons for the need for the 
quantity-limit provision (80 Congressional Record 6429, April 30, 
1936). The failure of the United States Rubber order of 1939 to 
protect independent tire dealers likewise led to numerous complaints 
and to a demand that the Commission invoke its rule-making power. 
Numerous Congressional committees, including the House Small 
Business Committee, the House Appropriations Committee, and the 
Joint Committee on the Economic Report, heard testimony on the 
need for additional measures.- Finally in 1947 the Commission 
announced that it was exploring the possibility of issuing a rule and on 
September 28, 1949, gave notice that it would conduct a formal rule- 
making proceeding. The tire manufacturers replied by asking the 
Federal District Court to restrain the Commission, a request that was 
quickly denied. Oral hearings were held in February 1951, and from 
then until January 1952, the matter was under consideration by the 
Commission. It is no secret that the Commission was sharply divided 
as was also its staff. Finally on January 4, 1952, the rule was promul- 
gated to become effective on April 7. Again the tire manufacturers 


went to court to enjoin the Commission. On November 25, 1952, the 
Court handed down a memorandum opinion denying the request of the 
tire manufacturers for an injunction against the application of the 
Rule. This Court action had the effect of reaffirming the Federal 
Trade Commission’s freedom to fix a ceiling above which additional 
quantity discounts could not be given. 


CONTENT OF THE RULE 


The rule itself is very simple and concise. It reads as follows: 


The quantity limit as to replacement tires and tubes made of natural or synthetic 
rubber for use on motor vehicles as a class of commodity is twenty thousand 
(20,000) pounds ordered at one time for delivery at one time. 


The statutory authority for the issue of this rule is contained in 
Section 2 (c) of the Clayton Act as amended by the Robinson-Patman 
Act. This provision is as follows: 


The Federal Trade Commission may, after due investigation and hearing to all 
interested parties, fix and establish quantity limits, and revise the same as it 
finds necessary, as to particular commodities or classes of commodities, where it 
finds that available purchasers in greater quantities are so few as to render differ- 
entia!ls on account thereof unjustly discriminatory or promotive of monopoly in 
any line of commerce; and the foregoing shall then not be construed to permit 
differentials based on differences in quantities greater than those so fixed and 
established. 


25523—52——21 
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PURPOSE OF THE RULE-MAKING POWER 


The principle of the quantity-limit rule is that whatever the 
economies of mere size may be, occasions may arise when these 
economies do not justify the risk of monopoly. Section 2 of the 
Clayton Act as amended by the Robinson-Patman Act first establishes 
the proposition that ‘there shall be no discrimination in price on goods 
of like grade and quality.’’ This is then qualified by the cost pro- 
vision, which states in substance that a price differential is not pro- 
hibited which does not exceed the savings in cost that may be effected 
on quantity orders. But Congress was fearful that this cost provision 
might encourage monopoly in markets dominated by a few large 
buyers. These buyers might still obtain excessive discounts on a cost 
basis which would not be available to smaller buyers. 

In effect, therefore, the law authorizes the Commission to establish 
limits beyond which costs cannot be used to justify discounts. The 
basic requirement is a finding by the Commission that the available 
purchasers in large quantities are so few as to make discounts based 
on savings unjustly discriminatory or promotive of monopoly. 


THE ISSUES 


In establishing the legal basis for its rule, the Commission sum- 
marized its findings in three propositions (In the Matter of A Quantity 
Limit Rule as to Wiphésemant Tires and Tubes . . . File No. 203-1, 
Findings, Order and Statement of Basis and Purpose, p. 1). It first 
declared that— 


Available purchasers in the greater quantities of annual dollar volumes of six 
hundred thousand (600,000) dollars and more are so few as to render differentials 
on account thereof unjustly discriminatory against purchasers in smaller quan- 
tities and promotive of monopoly in the lines of commerce in which the sellers and 
purchasers, respectively, are engaged. 


Secondly, it held that— 


The carload quantity of twenty thousand (20,000) pounds ordered at one time 
for delivery at one time is the quantity upon which the maximum differential on 
account of quantity should be granted, that quantity being the reasonable maxi- 
mum as to which there will be a sufficient number of available purchasers so as 
not to render such a maximum differential unjustly discriminatory against pur- 
chasers in smaller quantities and promotive of monopoly in the lines of commerce 
in which the sellers and purchasers, respectively, are engaged. 


Finally, it said: 


For the purpose of preventing or lessening unjust discrimination against 
purchasers of smaller quantities and promotion of monopoly in the lines of com- 
merce in which the sellers and purchasers, respectively, are engaged, it is 
reasonably necessary to fix and establish the quantity of twenty thousand (20,000) 
pounds ordered at one time for delivery at one time as the quantity limit so that 
said section of said Act shall not be construed to permit any greater differential 
based on quantity than that based on such quantity limit. 


It is inevitable that a proceeding with the far-reaching effects on 
industrial pricing practices of the quantity discount rule would 
arouse a storm of protest. The action of the Commission was 
criticized on many counts, procedural as well as substantive. The 
tire manufacturers were joined by certain dealers, organizations of 
farmers, cooperatives and other groups to contest the Commission’s 
action. 
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The opponents of the C ommission’s s ruling contend in part— 

(1) That the Commission’s findings of fact fail to show ouniphately, 
as the law requires, that the number of purchasers in large quantities 
is so few as to render differentials on these large purchases unjustly 
discriminatory or promotive of monopoly; that the Commission 
based its findings on a very unreliable questionnaire plus the statement 
of a few disgruntled dealers, hearings were inadequate and no criteria 
of fewness are established. 

(2) That even if purchasers in large quantities were “few,” the 
rule as enunciated by the Commission would not help matters; that 
according to the Commission’s own figures, over 15,000 dealers, 31 
percent of the 48,000 studied, are able to buy in carload lots and that 
this is altogether too large a number to be “few.’’ In other words, the 
20,000-pound limit will not stop any inherent discrimination that 
might exist at present. 

(3) That the analogy to railway freight rates is unsound because a 
large portion of tires is shipped by truck; that the size of the individual 
shipment has never been a significant factor in the industry’s discount 
structure; and even some of the independent dealers object to the 
20,000-pound limit. 

(4) That the rule is not necessary to avoid monopoly; the tire in- 
dustry is highly competitive and has been for years; none of the cus- 
tomary indicia of monopoly—excessive profits, high prices, etc.—are 
evident; there is no evidence that either the dealers or the public 
have been injured by the industry’s pricing practices; and even if 
there were, the 20,000-pound limit would offer no protec tion. 

(5) That the Commission i is unduly concerned over a special group 
of dealers whose interests it is furthering at the expense of the manu- 
facturers, other dealers and the public generally; the industry has 
been efficient and progressive; for many years it has lowered its prices 
almost without interruption; jits profits are not excessive; dealers are 
healthy and constitute a preferred group among the country’s dis- 
tributors; and no one has anything to gain from the rule exce pt a few 
unprogressive and inefficient dealers 

(6) That the procedure of the Commission is open to severe criti- 
cism; the record is faulty; the Commission has not met the require- 
ments of the Administrative Procedure Act; prior legal remedies were 
not exhausted; and evidence in support of the rule is not substantial. 

There are many other objections. The Commission, of course, 
has answers to all these charges. It is certain that a long and bitter 
legal battle is impending. Until the basic issues are settled by judicial 
determination, any attempt to appraise the outcome of the proceedings 
would be premature; 


THE ANTI-MERGER AMENDMENT 


On June 16, 1952, another milestone was passed when the Com- 
mission issued its first complaint under the amended Section 7 of the 
Clayton Act (Public Law 899, 81st Cong.). This new provision, 
which became effective December 29, 1950, was designed to close the 
loophole in the original Clayton Act. It bans mergers or consolida- 
tions of corporations where the effect may be to substantially lessen 
competition or tend to create a monopoly in interstate trade regard- 
less of whether the merger is accomplished by acquisition of capital 
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stock or by purchase of assets. Under the original act only stock 
acquisitions were prohibited. This proved to be almost totally 
ineffective in preventing monopolistic mergers. The amendment was 
the culmination of a long period of agitation by the Commission and 
others for a really forceful prohibition. 

In the year following the enactment of the amendment, the Com- 
mission attempted to establish the nucleus of an organization to 
enforce the law and to develop an administrative policy. Unfor- 
tunately, the funds appropriated for the new activity have not per- 
mitted the Commission to ac quire the economic and legal staff 
necessary for a strong enforcement effort. In November 1951, the 
sum of $148,000 was made available for Section 7 work for the re- 
mainder of the fiscal year. For fiscal 1953 the sum of $125,000 has 
been assigned to this activity. Because of the reduction in the Com- 
mission’s over-all appropriation, however, these funds were made 
available only at the expense of other activities of the Commission. 
The Bureau of Industrial Economics can employ no new personnel 
and the Bureau of Antimonopoly has only about $13,000 for addi- 
tional staff. The enactment of the new Section 7 thus means very 
little additional antimonopoly effort. Until additional funds are 
made available, it signifies merely a shift in emphasis in the Com- 
mission’s antimonopoly activities. 

The magnitude of the problem is indicated by the fact that in the 
year and a half following enactment of the amendment, nearly 1,000 
instances of possibly illegal mergers were called to the attention of the 
Commission’s staff. Only a small fraction of these cases could, of 
course, be given even a preliminary investigation. About 300 were 
selected for more thorough study. This eventually led to the issue of 
a complaint against Pillsbury Mills for its acquisition of the assets of 
two smaller competitors. 

The complaint against Pillsbury charges that that Company during 
the period 1940 to 1950 acquired some or all of the assets of six other 
companies, including flour and feed mills and grain elevators, and that 
during the same 10-year period Pillsbury’s net sales grew from approxi- 
mately $47,000,000 to $201,000,000. The specific acquisition attacked 
by the Commission involves the purchase by Pillsbury of the assets 
of Ballard and Ballard Company and Duff’s Baking Mix Division of 
American Home Products, Inc. Both of these companies were com- 
petitors of Pillsbury in manufacturing prepared flour base mixes. 

The complaint further alleges that through these two acquisitions 
Pillsbury now controls 44.9 percent of the sales of prepared flour base 
mixes in the Southeastern States and a substantial percentage of the 
sales of these products throughout the United States. Prior to these 
acquisitions, it is alleged, Pillsbury possessed sufficient economic 
power to engage in the eranting of price discriminations and that it 
did in fact exercise and abuse such power thereby diverting trade 
from its competitors. These acquisitions have added substantially 
to such power. 

The complaint notifies Pillsbury that failure to file answer within 
20 days and failure to appear at the time and place fixed for hearing 
shall be deemed to authorize a finding that the facts alleged are true 
and the issuance of an appropriate order requiring it to ‘divest itself 
of all stocks, assets or other terests acquired by it from Ballard & 
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Ballard Company, and American Home Foods, Inc. Present indica- 
tions are that this action will lead to another prolonged court battle. 

Although the Commission has expressed its determination to en- 
force the new Section 7 as vigorously as funds and personnel permit, 
it is clear that only a small fraction of violations can be corrected. 
For this reason the Chairman of the Commission in November called 
on industry to cooperate “by carefully scrutinizing in advance all cor- 
porate acquisitions and mergers” and ‘‘to refrain from promoting or 
taking part in those which fall within the proscription of the law.’ 
He declared that although the Commission does not give advisory 
opinions, designated me mbers of the staff had been instructed to 
confer with parties interested in specific merger plans and to be as 
helpful as possible in resolving the issues and problems. 


SIGNIFICANT RESTRAINT OF TRADE ACTIONS 
THE SCOPE 0. SECTION 5 ORDERS 


As we noted in an earlier section, the most common provision of 
the law utilized by the Commission is Section 5 of the Federal Trade 
Commission Act. Of the 51 orders issued in fiseal 1951 and 1952, 25 
cited Section 5. Of the 55 complaints issued, 27 contained charges of 
violating the Federal Trade Commission Act. Most of these Section 5 
cases involved charges of price conspiracies and attempts to monopolize 
and restrain trade. Two of the most far-reaching of these cases were 
the consent order directed at the American Iron and Steel Institute, 
including 90 steel producers, and that directed at the Corn Products 
Refining Company and eight other manufacturers of corn derivatives 
and their subsidiaries. Both orders prohibited collusive price fixing 
and other illegal practices, including price discrimination. The Iron 
and Steel Institute ease is discussed more fully below. 

The action against the Clay Products Association and 31 producers 
of vitrified clay sewer pipe was concluded with an order which requires 
the termination of an admitted conspiracy to fix prices of sewer 
pipe and fittings. The order specifically forbids the concerted use of 
a zone pricing system which results in the “matching” of delivered 
prices. Seventeen of the respondents agreed to a consent settlement 
and they were made the objects of a separate order. The provisions 
of the two orders are substantially the same. 

Another order issued against the Cycle Jobbers Association of 
America, Inc., and the Cycle Parts and Accessories Association, 
including 46 jobbers and 38 manufacturers, was based on the charge 
that the members of the two associations had ‘‘acted in concert and 
in cooperation ’’to effectuate certain “restraining, restricting, and unfair 
policies and trade practices.” These unfair policies and practices, 
according to the findings, were “effectuated by coercion, compulsion, 
and by other unfair means and methods.”” Among the specific prac- 
tices prohibited in the 19-point order are the followi ing: restricting 
membership; differentiating between members and nonmembers for 
the purpose of securing for members any advantage relating to 
offers, amounts, prices, “discounts or conditions of sale; compelling 
assemblers and manufacturers to sell solely through Jobbers Associ- 
ation members; interfering with the sources of supply of nonmembers 
preventing assemblers or manufacturers from selling directly to 
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mail order houses, chain stores, department stores or other outlets 
unless such sales are made at prices equal to or higher than those 
charged Jobbers Association members; coercing manufacturers to 
maintain prices; and fixing and maintaining prices. 

Twenty-three manufacturers of Douglas fir plywood products and 
doors were forbidden in two orders from continuing agreements to 
fix prices and otherwise to restrain trade. Fourteen manufacturers 
of various cordage products were required in two orders to cease 
combining to fix prices and curtail production. In four separate 
orders the Commission prohibited “unreasonable” restraints in the 
sale, lease, or distribution of advertising and commercial films. The 
companies involved had contracts with theaters which restricted the 
rights of the latter to show competing films. 

In an order directed at the Marlboro Tobacco Board of Trade, the 
Commission required the members of this organization to discontinue 
conspiring to suppress competition in the purchase and sale of tobacco 
at auctions in Maryland’s Upper Marlboro market area. The order 
prohibited the Board and its members from entering into, continuing 
or cooperating in any planned common course of action, agreement or 
conspiracy to restrict membership and to fix prices and fees. 

In another consent settlement four corporations agreed not to 
contest an order prohibiting them from conspiring to fix prices for 
dehydrated onions and garlic sold in powder flake and other forms for 
use as seasoning agents. An order against the International Cellu- 
cotton Products Company, distributor of Kotex sanitary napkins and 
Kleenex facial tissues, was directed against agreements between the 
company and its wholesalers which prevented the latter from pro- 
moting the sale of competing products. 

Other important Section 5 actions were started against the Standard 
Oil Companies operating through the Atlas Supply Company, manu- 
facturers of book cloth, manufacturers of ice cream cones, the Adver- 
tising Specialty National Association, American Surgical Trade 
Association, greeting card publishers and distributors, eight manu- 
facturers of malleable iron chain, six large book publishers, for unfair 
practices connected with their operation of book clubs, a few cases 
involving resale price maintenance, and the numerous cases in which 
action was taken under both the Federal Trade Commission Act and 
- the Clayton Act. 

THE IRON AND STEEL ORDER 


One of its “‘major accomplishments” according to the Commission 
is its cease-and-desist order against the American Iron and Steel 
Institute and some 90 steel producers. This order was entered in 
August 1951, after a long period of investigation, litigation, and 
negotiation with the steel industry. Although technically it was not 
entered under the Commission’s official consent procedure, it was not 
contested by the respondents. 

The case is the final chapter to date in the Commission’s prolonged 
struggle against basing point practices in the steel industry. This 
struggle began with the or Pittsburgh Plus order of 1924, which 
forbade the United States Steel Corporation to use the Pittsburgh 
Plus basis of quoting prices. This order was not challenged in the 
courts until 1938 after the Federal Trade Commission Act had been 
amended to provide penalties for noncompliance. For nearly 10 
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ears after 1938 the case remained pending in the courts, neither side 
ea anxious to force a decision. In 1947 a new complaint was 
issued against the Iron and Steel Institute and most individual mem- 
bers of the industry charging them with unfair methods of competition. 
By this time the Commission’s successful attacks on basing point 
practices in other industries persuaded the steel industry to drop its 
opposition to the Commission’s insistence that these practices be 
abandoned. An offer of settlement was made which was acceptable 
to the Commission and its attorneys, and in August 1951 a final order 
was entered. 

According to the complaint and the subsequent findings the indus- 
try was engaged i in numerous acts and practices other than the use of 
basing points in determining prices, which— 
have tended to lessen competition, are oppressive to the public interest and unfair 
within the intent and meaning of the Federal Trade Commission Act. 

Among the specific practices cited by the Commission were the follow- 
ing: The common use of standards, grades and classifications used in 
setting prices; use of a common basis for calculating prices, including 
(a) a “‘base price,”’ and (6) additions to or deductions from the “base 
price,” which were nearly always the same for all companies; joint 


compilation of average industry-wide costs and the use of these costs 
as the basis for determining the extra charges to be added to or the 
deductions from base prices; common use of basing points and the 
equalization by each company of its prices with prices of other com- 
panies at certain of these basing points; quotation of prices on the 
basis of the cost to the purchaser at points of delivery and the calcu- 
lation of these delivered quotations by adding to the base price (plus 


extras or minus deductions) a freight rate factor to the place of deliv- 
ery from the basing point nearest to the place of delivery; the use of 
“freight rate books” which lead to generally identical quotations; the 
imposition of a uniform charge of 35 percent of the applicable rail 
freight rate for purchasers desiring to use truck facilities when deliv- 
ery was taken at the plant; the use of arbitrary identical switching 
charges on purchases of steel products for delivery at basing points; 
attempts to restrict the extension by the Interstate Commerce Com- 
mission of the fabrication-in-transit privileges available to purchasers 
of steel products; and identical delivered quotations on sale of steel 
products to governmental agencies. 

The order is directed primarily at collusive action. It prohibits 
the Institute and its members from entering into, cooperating in, 
carrying out, or continuing— 
any planned common course of action, understanding or agreement- 


to commit a large number of specified acts. Among these are the 
fixing or maintaining of prices; quoting or selling at prices 

calculated or determined . . . in accordance with any system or formula 
which produces identical price quotations or prices or delivered costs, or which 
establishes a fixed relationship among price quotations or prices or delivered costs, 
or which prevents purchasers from securing any advantage in price in dealing 
with one or more of the respondents as against any of the other respondents 

and the failure— 


to quote or to sell and deliver any steel products f.o. b. at the plant of manufacture 
thereof. 
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Other provisions of the order are directed against any agreement to 
engage in any of the following practices: compiling, circulating or using 
any list of base prices or extra charges or deductions for any specified 
characteristic or quantity of steel products or services connected there- 
with, used or to be used in computing prices or price quotations; col- 
lecting and circulating any list of freight rate factors, transportation 
charges or other charges relating to transportation or loading or other 
services connected therewith, to be used in computing prices; and 
formulating, establishing, or maintaining methods or practices of 
quoting and selling steel products to railroad or other particular classes 
of customers. 

Following the prohibitions in the order the Commission made a 
declaration which may have far-reaching effects. It reads as follows: 

The Federal Trade Commission is not considering evidence of uniformity of 
prices or any element thereof of two or more sellers at any destination or destina- 
tions alone and without more as showing a violation of law. . 

Such a statement means a considerable retreat from the position 
the Commission formerly assumed. Certainly, the Commission, 
notably in the Cement case, has interpreted uniformity of prices to 
be direct evidence of a price conspiracy. Yet the steel industry has 
been given complete freedom in matching prices as long as it is not 
done through a common formula. 

The Commission also added to the order a statement concerning 
its policy toward freight absorption: 

The Federal Trade Commission— 
it said— 


is not acting to prohibit or interfere with delivered pricing or freight absorption 
as such when innocently and independently pursued, regularly or otherwise, 
with the result of promoting competition. 

Although the respondents consented to entry of the findings and 
the order and agreed not to appeal to the courts, they did not admit 
the charges in the complaint. In announcing the settlement, the 
Commission said: 


It is expected that the order to which the steel producers have consented will 
promote free and fair competition in a basic industry vital to the national welfare 
in peace and in war. 

If the settlement had not been reached, it is entirely possible that the steel case 
would have been before the Commission and the courts for another five or six 
years of prolonged hearings and court reviews. It is such costly and time-con- 
suming litigation that the Commission seeks to avoid whenever possible. 

It is not yet clear what effects the order will have on pricing prac- 
tices in the steel industry. It is the element of planned common 
action that is under attack rather than the pricing practice itself. 
To be sure, certain of the practices necessarily involve common action 
and hence would seem to be effec tively banned. Among these are the 
dissemination of cost data and compilation of uniform freight rate 
factors. But other practices which can be conducted on an individual 
and independent basis are not necessarily prohibited. Among these 
is freight absorption. Literally the order prohibits a steel mill from 
entering into any planned common course of action, understanding or 
agreement with other steel mills not to quote or to sell or deliver any 
steel products f. o. b. at the plant. This is not the prohibition of 
delivered pricing or freight absorption as such but merely of the com- 
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mon planning of such practices. This view is reinforced by the Com- 
mission’s specific declaration that it is not interfering with these 
practices. Certainly the industry professes to believe that individual 
freight absorption has not been prohibited by the order. 

With the market as it has prevailed since World War II, the order 
can be expected to have little effect one way or the other. If at some 
future time the demand declines to the point of forcing competitive 
price concessions, there will be a strong tendency to modify the present 
practice of quoting f. 0. b. mill. When this occurs, the question of 
what constitutes a “planned common course of action’ in absorbing 
freight and similar practices will become a crucial problem. 


ENFORCEMENT OF THE ROBINSON-PATMAN ACT, 1951-52 


As previously stated in this chapter we noted that the 51 cease-and- 
desist orders, issued in the fiscal years 1951 and 1952, contained 31 
references to various sections of the Robinson-Patman Act. The 
55 complaints contained 35 counts of violations of this Act. From the 
standpoint of the legal principles involved as well as the effects on 
the techniques of distribution, the most significant of the Commission’s 
recent orders have been based on the authority of the Robinson- 
Patman Act. Certain of these cases have also been among the most 
controversial of the Commission’s recent actions. ‘The more important 
issues presented by these cases will be discussed in this section. 


700D FAITH UNDER THE PRESENT COURT RULING 


An administrative commission must obviously shape its actions to 
the rulings of the Supreme Court. Since January 1951, therefore, it 
has been incumbent on the Federal Trade Commission to accept good 
faith as a complete defense against a charge of price discrimination 
when the respondent has been able to demonstrate as a matter of 
fact that he actually did act in good faith to meet the low price of a 
competitor. The issue thus has become one of fact, of the circum- 
stances surrounding each particular instance of alleged illegal dis- 
crimination. 

The issue and the general policy of the Commission is wel] illus- 
trated by the subsequent history of the Standard Oil case itself. 
It will be remembered that the case was remanded to the Commission 
to make findings on the matter of good faith in conformity with the 
new ruling. Its new findings led the Commission to the conclusion 
that Standard had not in fact shown that its lower prices to certain 
favored customers were granted in good faith to meet the equally 
low prices of a competitor. The substance of the 1946 order was, 
therefore, still valid. The earlier order bad, however, been strongly 
criticized because of its vagueness and uncertainty. For this reason, 
the Commission in March, 1952 issued a much simpler and more con- 
cise version. The new order simply prohibits Standard from dis- 
criminating in price 
by selling such gasoline to any retailer thereof at a lower price than to any other 
retailer who in fact competes with the favored purchaser in the resale of such 
gasoline to the public. 

Space does not permit a review of the new findings of the Com- 
mission. It is sufficient here to point out that as evidence of its good 
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faith, Standard cited several offers of low prices made to its favored 
dealers by some of its competitors. It claimed that the granting of 
its own lower prices was necessary to prevent the loss of business to 
these competitors. The Commission refused to accept this evidence 
as proof that Standard was acting in good faith. The commission 
stated that some of the offers by competitors had been made many 
vears ago and had not been continued and that others were for “off- 
brand” gasoline not directly competitive with Standard’s product. 
Still others were made after Standard had inaugurated its system of 
price differentials. 

Furthermore, the Commission declared: 

Consideration cannot be confined to such specific offers as may have been made 
by competitors, but also must include the setting and general conditions under 
which such offers were made. 

The Commission further pointed out that Standard’s price differen- 
tials were made in conformity with the company’s established method 
of pricing. They were not the result of departures from a non- 
discriminatory price scale made to meet lower prices of competitors, 
but represented only the continued application of the pricing policy 
previously adopted by the company and followed by it since long 
before 1936. ‘The Commission remarked that Standard was relying— 
upon the position that so long as the pricing method in existence prior to the 
passage of the Robinson-Patman Act remains unchanged it can defend its price 


discriminations on the ground that its lower prices were granted in good faith 
to meet equally low prices of its competitors. 


If this were sound, the Commission added, the— 


respondent’s competitors, including the three against whom similar charges of 
price discriminations are pending, might also defend their similar price differences 
on the ground of meeting respondent’s equally low prices. 

The Commission did not believe that the words ‘in good faith’ 
Section 2 (b) permitted that result. 

The new order undoubtedly will usher in another long legal battle 
in the courts. The real issue would seem to devolve around questions 
of fact rather than of law. If the courts accept the Commission’s 
findings, the immunity granted by the 1950 decision would seem to be 
substantially less than that anticipated by the critics of the Com- 
mission. 


PRESENT STATUS OF BASING POINT PRICING 


Few agencies have been attacked more vigorously than was the 
Federal Trade Commission when it was prosecuting its basing-point 
cases. Usually competent and reliable sources issued the most un- 
restrained misinterpretations of these cases. It was said that no 
producer could absorb freight under any circumstances; that all 
goods must be sold f. 0. b. at the mill; and that the Robinson-Patman 
Act by preventing freight absorption served to support local monop- 
olies.. These assertions ignored both the nature of the actions and the 
public statements of policy issued by the Commission. In particular 
they overlooked the fact that in any basing-point case, it is necessary 
to show that the practice under attack has adverse effects on compe- 
tition. The Federal Trade Commission has had little difficulty in 
showing this injury to competition. In most instances, in fact, objec- 
tional practice has been the direct result of conspiracy or collusion. 
Thus the Cement Institute, the Malsters Association, the Milk and 
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Ice Cream Can Institute, the producers of crepe paper, and the rigid 
steel conduit manufacturers were all charged with violations, of 
Section 5 of the Federal Trade Commission Act. ‘These groups were 
charged with acting illegally, not only because they were indulging in 
discriminatory tactics prohibited by the Robinson-Patman Act, but 
because they were acting in concert to suppress competition contrary 
to the Federal Trade Commission Act. It was only in the glucose 
cases, those involving the Corn Products Refining Company and the A. 
E. Staley Manufacturing Company, that basing point pricing was the 
sole issue. In these instances, the injury to competition appeared 
at the point of consumption. Even here the Commission had little 
difficulty in convincing the Supreme Court of the reality of this 
injury. 

In view of this history the present views of the Commission toward 
basing point pricing, as illustrated by the 1951 cease-and-desist order 
against the steel industry, become significant. The details have al- 
ready been discussed. Here it will suffice to point out that the order 
is directed not so much at any specific pricing practice as at a “‘planned 
common course of action.’”’ The order even contains the specific 
assurance that nothing contained therein shall be deemed to prohibit 
freight absorption by individual mills. In spite of the scarecrows and 
straw men conjured up by opponents of the Act, freight absorption is 
not now and never has been the subject of a complaint by the Com- 
mission except when it has been used on an industry-wide basis to 
suppress competition. What the law forbids is the suppression of 
competition, not the specific pricing practice as such. 


THE BROKERAGE CASES 


An outstanding feature of the operations of the Federal Trade Com- 
mission in recent years has been its determined drive to enforce 
Section 2 (c), the brokerage section, of the Robinson-Patman Act. 
This section declares it to be unlawful— 


to pay or grant, or to receive or accept, anything of value as a commission, broker- 
age, or other compensation . . . except for services rendered .. . 
either to the other party to such transaction or to an agent, representative, or 
other intermediary therein where such intermediary is acting in fact for or in 
behalf, or is subject to the direct or indirect control, of any party to such trans- 
action other than the person by whom such compensation is so granted or paid. 


The purpose of this provision is to prevent hidden discrimination 
in the form of false brokerage payments made by sellers to buyers 
either directly or through intermediaries masquerading as brokers. 
The theory of the law is that in fact these services are usually non- 
existent. If a purchaser by the mere act of making a purchase 
renders a service to the seller, then any purchaser has a right to 
demand a selling commission of the seller. What the law prohibits 
is the payment of commissions or ‘“brokerage’’ by either seller or 
buyer to the other or to an agent of the other. The law does not, 
however, prohibit brokerage as such. In fact, the law specifically 
permits brokerage payments “for services rendered.”” Thus a bona 
fide representative of the seller may receive compensation from the 
seller. Likewise, a broker acting for the buyer may be paid a com- 
mission by the latter. But in neither instance may the broker be 
paid by the party he does not represent. 
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More cases have been brought by the Commission under Section 
2 (c) than under any other section of the Robinson-Patman Act. 
The record indicates 125 separate orders entered under this section 
as of June 20, 1952. In the last two years twelve orders have been 
issued under Section 2 (c). These recent cases have involved much 
more complicated arrangements than the practices attacked earlier. 
The latter were usually ‘relatively simple devices whereby the seller 
tried to justify price concessions to large buyers under the plea that 
the latter were performing brokerage services. Present arrangements 
are apt to involve intermediaries who perform mysterious services to 
one or both parties. Or, they consist of subsidiary and affiliated 
companies which pose as brokerage concerns. Recently also various 
cooperative arrangements have been under attack. 

Typical of these complex distributing arrangements is that involved 
in the Commission’s action against the Independent Grocers’ Alliance 
Distributing Company. This case was started in 1937, not long after 
the Robinson-Patman Act was enacted. For years it was shuttled 
back and forth between investigators, reviewing attorneys and the 
Commission. Finally, in 1946 a complaint was issued. Six years 
later the order appeared. 

IGA is a distributor of grocery products to about sixty wholesale 
grocers and over 4,000 retail stores. Through a holding company, 
the Grocers Company, the wholesalers control 50 percent of the 
capital stock of IGA. This holding company, in turn, is controlled 
by the wholesalers who own 60 percent of the stock. Brokerage fees 
received from packers and food processors by IGA were passed on to 
the buyers in the form of services, including ‘‘territorial advertising” 
allowances restricted to the promotion of IGA-branded merchandise, 
and in the form of stock dividend payments. Part of the latter was 
transmitted to The Grocers Company for the benefit of the whole- 
salers. The advertising allowances were provided in direct ratio 
to the amount of brokerage or commissions IGA collected from sellers 
on the wholesaler’s purchases of IGA-branded products. 

According to the Commission’s findings, IGA, in accepting these 
brokerage fees, commissions, and other compensation from the sellers, 
acted on its own behalf and for the buyer-respondents and other 
buyers and did not render any services to the sellers except for such 
incidental benefits as may have accrued to the latter in not having 
to seek other outlets. The payment and receipt of brokerage in this 
manner, the Commission held, was in violation of Section 2 (c) of the 
Clayton Act, as amended by the Robinson-Patman Act. 

Under the provisions of the Commission’s order, the sellers were 
required to stop paying, directly or indirectly, to any buyer, or to 
IGA or any other agent or intermediary ac ting for or subject to the 
control of the buyer, anything of value as a commission, brokerage or 
other compensation, or any allowance or discount in lieu thereof, upon 
any sale for such buyer’s own account. IGA was likewise ordered to 
discontinue accepting such commission, brokerage or discount. The 
acceptance of such brokerage from the sellers was specifically prohib- 
ited upon any purchase made for the account of IGA or any stock- 
holder of IGA, or The Grocers’ Company, or for the account of any 
wholesaler affiliated or under contract with IGA. The buyer-respond- 
ents and all other wholesale grocery concerns affiliated with IGA or 
stockholders in The Grocers’ Company were also prohibited on pur- 
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chases made for their own accounts, from accepting from sellers, or 
from IGA, or The Grocers’ Company, or from any other intermediary 
acting for these buyers or subject to their control, any brokerage or 
payments in lieu of brokerage. 


ACTIONS AGAINST RECEIVERS OF DISCRIMINATION 


The Robinson-Patman Act makes the recipient of price discrimina- 
tion as responsible as the person who grants the discrimination. 
Section 2 (f) thus states that— 
it shall be unlawful for any person engaged in commerce, in the course of such 
commerce, knowingly to induce or receive a discrimination in price which 


is 
prohibited by this section. 


The provision has been little used as apparently only ten orders have 
been issued under Section 2 (f). By far the most significant case is 
that involving the Automatic Canteen Company, which is discussed 
above. The issue is also presented in certain brokerage cases when 
the receiver of the false brokerage payment is the beneficiary of the 
discrimination. 

What may become two of the most important actions ever instituted 
by the Commission have recently been started under Section 2 (f) 
These are the proceedings against Safeway Stores and the The Kroger 
Company. ‘These firms rank second and third, respectively, among 
the national grocery chains and each operates about 2,000 retail stores 
and has an annual sales volume of approximately $1 billion. In the 
complaints, which were issued in May, 1952, both organizations were 
charged with knowingly receiving price discriminations from suppliers 
and vendors of grocery products in violation of Section 2 (f) of the 
Clayton Act, as amended. For some grocery store merchandise, the 
complaints alleged, the suppliers have charged competitors of Safeway 
and Kroger higher prices than those charged the two chains for prod- 
ucts of like grade and quality. The chains purchased the merchan- 
dise with full knowledge that the prices they paid were lower than 
those paid by their competitors and by wholesalers who resell to such 
competitors 

As to the different prices involved in the discriminations, the com- 
plaints alleged that the differentials ranged as high as 15 percent. 
Many different methods of granting concessions were used including 
lower invoiced prices, invoiced prices from which discounts and allow- 
ances were deducted on the face of the invoice, and special credits and 
rebates. The effect of this, the complaints charge, may be to lessen 
competition substantially between Safeway and Kroger and their 
competitors, to tend to create a monopoly in each, and-to injure and 
destroy competition with the two chains in the retailing of grocery 
products. 


THE ALLEGED ATTACK ON FUNCTIONAL DISCOUNTS 


In the recent actions brought by the Federal Trade Commission 
under the Robinson-Patman Act, some critics of the Act see a de- 
termined drive to outlaw functional discounts. 

As the prime example of this supposed hostility toward functional 
discounts the Standard Oil of Indvana case is usually cited. The 
original order’ issued by the Commission had required Standard to 





308 REVIEW OF SMALL BUSINESS 


discontinue discounts to jobbers on such gasoline as the latter would 
sell either at retail at any price or to service stations at a price lower 
than Standard’s own tank-wagon price. Actually, there is little basis 
for the contention that this order was directed at functional discounts. 
According to the findings of the Commission, the classification by 
Standard of its dealers was purely arbitrary. For a dealer to be 
classified as a jobber and thus to receive a jobber’s discount, it was 
not necessary that he sell only at wholesale. The Commission has 
consistently maintained, as it did in the Mennen, National Biscuit, 
United States Rubber, and Sherwin-Williams cases, that the legality 
of functional discounts depends on the character of the dealer’s 
business. All dealers performing the same function must receive the 
same treatment. But, according to Standard’s own classification, the 
distributive function performed by a dealer was not material. The 
essential fact was that Standard’s discounts were available to some 
dealers and not to others who competed with them. 

The fact is, as the Chairman of the Commission stated in December, 
1951, that— 


The Commission has never issued an order in a price discrimination case under 
the Clayton Act as amended by the Robinson-Patman Act, forbidding a manufac- 
turer to grant a functional discount as such. 


In a purely competitive situation, true functional pricing would not 
and could not be an issue under the Robinson-Patman Act. A dealer 
operating at one stage of the distributive process might obtain a more 
favorable price than a dealer at another stage. The Robinson-Patman 
Act would not be concerned with this situation because the two dealers 
would not be in competition. Likewise, if a dealer integrates either 
forward or backward so that he brings under central control both 
wholesaling and retailing functions, it would be possible for him to ob- 
tain a functional discount without suppressing competition. He 
would still be competing with unintegrated sellers. If all dealers had 
equal opportunity to integrate vertically and thus to qualify for 
functional discounts, competition could be counted on to keep the 
respective discounts close to the cost of performing the service. Un- 
fortunately, in our economic system this equality is rarely present. 
Firms vary widely in respect to their strategic position. Relative 
size and bargaining power become powerful factors in determining 
business success and failure. In such a situation, a strong firm is 
able to extort from its suppliers concessions not available to the weaker 
firm even though the two firms are performing basically the same 
function. This is not healthy competition. The function of the 
Robinson-Patman Act is to prevent this preferential treatment. 


CONCLUSIONS 


A glance at the operations of the Federal Trade Commission reveals 
one primary source of weakness in our antitrust program. In the 
two fiscal years 1951 and 1952, only 51 orders were issued by the 
Commission against restrictive and discriminatory practices. Only 58 
formal cases were initiated. Yet the number of situations needing 
corrective action is almost incalculable. The statistical data relative 
to the extent of economic concentration and the prevalence of unfair 
practices in industry as well as the representations made to this com- 
mittee by small firms are convincing evidence of our failure to give 
small enterprise the protection it needs. 
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Furthermore, of the cases that were settled in these two years, an 
average of over three years had elapsed between initiation and settle- 
ment and this does not include the time spent on the preliminary 
investigation and on subsequent litigation in defending the order. 
Complex cases may require a decade or more before a final decision is 
reached. The Independent Grocers’ Alliance case, which established 
an important principle of law for the protection of the independent 
wholesaler, was decided 15 years after its inception. The discrimina- 
tion in the Automatic Canteen case, which worked serious hardship 
on small retailers, is not yet eradicated, 12 years after the case was 
started. The principles underlying the rendering of demonstrator 
services in the cosmetic trade are not yet clear although the issue arose 
even before the Robinson-Patman Act was enacted. Protection 
against discrimination in the sale of tires has not been granted in 
spite of several protracted actions including 5 years devoted to the 
promulgation of a rule setting limits to quantity discounts. The 
Commission has been concerned over basing point prices in the steel 
industry for a quarter of a century. Yet, in spite of the recent steel 
order, the conditions under which the industry can resort to basing 
point pricing remain obscure. 

The implications of these facts are far-reaching. The Federal 
Trade Commission and Clayton Acts were based on the premise that 
the eradication of unfair practices could be achieved more effectively 
by administrative action than by the litigious processes of the courts. 
This has not proved to be the case. In antimonopoly cases, the Com. 
mission moves as slowly as a court. It relies heavily on litigation. 
It becomes as deeply involved as the courts in the technicalities of the 
law. To cap all this, the end product, the cease-and-desist order, is in 
many instances less effective than the court decree issued under the 
Sherman Act. 

The committee does not intend to imply that the fault lies entirely 
with the Commission. After all, an administrative agency must 
operate within the financial and legislative limits imposed by Congress. 
In respect to the Federal Trade Commission, these limits impose real 
barriers to more effective action. Although a detailed allocation of 
expenditures to various activities is not available, it is clear that the 
amount of money devoted to antimonopoly case work has never ex- 
ceeded $2,000,000 per vear. The number of attorneys working on 
antimonopoly cases is less than 100. In view of the complexity of 
some of these cases, these resources are pathetically meager. The 
committee repeats its earlier observation that 
more and better men, and hence more money, are basic to the necessary enhance- 
ment of the effectiveness of the antitrust laws (H. Rept. 3236, 8lst Cong., p. 44). 

The Committee further believes that the statutory basis of the Com- 
mission’s antimonopoly work is inadequate. The specific practices to 
be forbidden are not indicated with sufficient precision. The essence 
of illegality—whether intent, form, or result—is obscure. Procedures 
are not clearly prescribed. The potentialities of the present legislation 
have not been adequately explored. Nor have the existing limitations 
in the law been thoroughly established. A more determined effort 
should be made to enforce the present laws before any drastic revision 
is made. 

The committee recognizes that the Federal Trade Commission has 
in the past 2 years made determined efforts to increase the efficiency 
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of its operations. Efforts have been made to speed up operations and 
to reduce the heavy backlog of cases. Procedures have been simpli- 
fied by increasing the powers of hearing officers, and by delegating 
additional authority to bureau chiefs. Some improvement is to be 
noted in simplifying internal organization and clarifying relations 
between the many operating units. Administrative machinery has 
been strengthened. Relations with the Department of Justice have 
been improved. 

On the other hand, the committee would not be performing its duty 
to the Congress if it did not point out the continued existence of grave 
weaknesses in the operations of the Federal Trade Commission. 
Most ominous of all is the deep gulf that has appeared within the 
Commission in respect both to the theory of the law and to the pro- 
cedures of its enforcement. It is no secret that on almost every major 
issue, particularly those involving the Robinson-Patman Act, both 
the members of the Commission and the staff are sharply and some- 
times irreconcilably divided. 

The unfortunate results of this conflict within the Commission are 
clearly evident. It is partly responsible for the delay in processing 
cases as it leads to almost endless debate. It tends to result in com- 
promises on matters of principle where no compromise should be 
tolerated. It weakens the position of the Commission in defending 
its orders in the courts, which as in the Standard Oil of Indiana case, 
can readily point to the divergent opinions within the Commission 
and the staff. It leads to vacillation and erratic decisions. It pro- 
duces a profound confusion among businessmen and the public gen- 
erally as to the meaning of the law and the policy of the Commission. 

There are many indications that the conflict within the Commission 
is tending to soften the Commission’s policy of enforcing the law. 
There is a growing tendency to utilize the milder procedures of the 
trade practices conference and settlement by stipulation in place of 
the sterner measures provided by law. Settlement by consent can 
well become an instrument of a soft enforcement policy. These are 
but straws in the wind. But they produce a profound disquietude as 
to the future policy of the Commission. 

In its earlier Report, the committee called attention to certain other 
weaknesses in the administration of the Federal Trade Commission 
and Clayton Acts. Among these are the low level of morale among 
the Commission’s staff, the lack of consistent policy in the selection 
of cases, the lack of a vigorous program of enforcing cease-and-desist 
orders, the relative ineffectiveness of the trade practice conference 
program, and the need for more effective relief in price discrimination 
cases. Events of the past 2 years have not caused the committee to 
change its earlier conclusions. 

The fact is clear that small business is not today receiving adequate 
protection against those restrictive and oppressive practices which 
tend to stifle free competition and foster monopoly. In spite of 
isolated successes, the Federal Trade Commission is not achieving 
its major goal of eradicating unfair and discriminatory practices. 
This committee is convinced that the time has come for the Congress 
to thoroughly review the role of the Commission in our antitrust 
program to determine whether the administrative process can be made 
sufficiently effective and if it cannot, to devise an alternative. 
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Washington, D. C. 
Dear Mr. Cuirrk: I submit herewith the final report of the Select 
Committee To Investigate Foundations and Other Organizations. 
Brooks Hays, Acting Chairman. 
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Mr. Hays of Arkansas, acting chairman for the Select Committee 
To Investigate and Study Educational and Philanthropic and Other 
Comparable Organizations Which Are Exempt From Federal In- 
come Taxation, submitted the following 


FINAL REPORT 


{Pursuant to H. Res. 561, 82d Cong.] 


COMMITTEE REPORT 


Report of the select committee created by House Resolution 561, 
Eighty-second Congress, second session, to investigate and study 
educational and philanthropic foundations and other comparable 
organizations which are exempt from Federal income taxation. 


The committee was saddened by the death, on December 
24, 1952, of its chairman, Hon. E. E. Cox, of Georgia. While 
he did not have the opportunity of examining this report .a 
its final form, the draft of the first half of the report was read 
to him by the counsel for the committee on the evening of 


December 22 and he approved it. The draft submitted to 
Mr. Cox, in manuscript, was adopted by the committee 
almost unchanged and is incorporated in this report in 
practically the identical form in which it was submitted to 
the chairman. 
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This committee was created and its powers and duties were defined 
by House Resolution 561, Eighty-second Congress, second session, 
adopted April 4, 1952. By the terms of the resolution the committee 
was— 
authorized and directed to conduct a full and complete investigation and study of 
educational and philanthropic foundations and other comparable organizations 
which are exempt from Federal income taxation to determine which such founda- 
tions and organizations are using their resources for purposes other than the 
purposes for which they were established and especially to determine which 
such foundations and organizations are using their resources for un-American and 
subversive activities or for purposes not in the interest or tradition of the United 
States 
and to report not later than January 1, 1953, to the House of Repre- 
sentatives, or to the Clerk of the House if the House be not then in 
session, the results of its investigation and study together with such 
recommendations as it deems advisable. 

The sum of $75,000 was appropriated for the use of the committee 
by House Resolution 638, Eighty-second Congress, second session on 
July 2, 1952. Of this sum approximately $25,000 will be returned 
unexpended. 

In the course of its investigation the committee has (1) sent ques- 
tionnaires to more than 1,500 organizations; (2) interviewed person- 
ally more than 200 persons deemed to possess pertinent information; 
(3) communicated by letter or telephone with approximately 200 ad- 
ditional persons, many of whom have established themselves in posi- 
tions of achievement and competence; (4) heard the testimony of 
some twoscore persons; (5) received the prepared statements of ap- 
proximately 50 other persons deemed to have some knowledge of the 
subject; (6) studied and analyzed thousands of pages of answers of 
foundations submitted in response to the questionnaires; (7) studied 
the available literature on foundations. The committee’s findings and 
recommendations are based upon a consideration of the information 
and data assembled in the manner and by the methods stated. 


FINDINGS AND CONCLUSIONS 
1, NUMBER OF FOUNDATIONS, THEIR AGGREGATE CAPITAL AND INCOME 


The committee was unable to arrive at any definite figures relative 
to the number of foundations, their aggregate resources, income, and 
expenditures. The 1950 Cumulative List of Organizations published 
by the Bureau of Internal Revenue lists more than 30,000 tax-exempt 
organizations. The number of these which can be classed as founda- 
tions varies according to the defintion of a foundation. Estimates 
ranged as high as 32,500 under the broadest possible definition. For 
those organizations having a permanent endowment of $50,000 or 
more and embarked upon a program of philanthropic giving the 
estimate was slightly more than a thousand with total assets of 
approximately $2,600,000,000 and expenditures of approximately 
$133,000,000 in 1950. Informed sources estimate the number of 
foundations having assets of $10,000,000 to be between 60 and 100. 
This estimate excluded colleges, universities, and religious organi- 
zations. The committee was unable to obtain an Executive order, 
which would have permitted an examination of the returns required 
of tax-exempt organizations. A constructive effort which promises 
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to throw much light on these questions is now being made by the 
American Foundations Information Service, the results of which will 
be published in 1953. . 

It must be borne in mind that foundations range in size from the 
giants, such as the Ford and Rockefeller Foundations with assets of 
half a billion and 300 million, respectively, to those witb no, or prac- 
tically no, permanent endowment but with incomes from annual or 
sporadic contributions of a few hundreds or a few thousands of dollars. 
The committee knows of no manner in which even a reasonably 
accurate estimate of the aggregate assets, annual income, and ex- 
penditures of foundations can be obtained at the present time with- 
out (1) an Executive order permitting an examination of returns now 
filed with the Bureau of Internal Revenue, pursuant to the provisions 
of the tax laws, or (2) examination of these returns in the offices of the 
various directors of internal revenue where the returns are filed. The 
committee has received estimates which it considers reliable to the 
effect that all foundation expenditures aggregate only 3 cents of the 
annual American philanthropic dollar. 


2. RATE OF GROWTH OF FOUNDATIONS 


Despite the fact that there are notable foundations in foreign 
countries it may be said that modern foundations are confined largely 
to the United States and that they are the products of the last 50 
years. While there has been a tremendous growth in the numbers 
of small foundations in the past 10 years it is unlikely that existing 
tax levies will permit the creation by individuals or families of large 
foundations (in the sense that the Ford, Rockefeller, and Carnegie 
Foundations are large) after the next 10 or 15 years. The small 
foundations which have mushroomed in the last decade are largely 
vehicles for the distribution of permissible tax-deductible philan- 
thropies of modestly well-to-do individuals and families. There is a 
significant ground swell in the area of corporation giving with promise 
of the establishment of considerable numbers of sizable foundations 
to be established in the future by business corporations. Another 
significant development is to be found in the community trusts or 
foundations such as those in New York, Cleveland, Boston, and 
Chicago. 


8. THE ROLE OF THE FOUNDATIONS IN MODERN SOCIETY 


Foundations are almost as old as civilization. They were under- 
stood and used by the Egyptians, the Greeks, and the Romans. In 
one form or another they have played an important part in the 
development of the civilization of Western Europe. They have had 
their ups and downs. They have been regulated, abolished, reestab- 
lished. They remain today an important and vital force in American 
life and their influence is felt in Europe, Asia, and South America. 
While the important part they play and have played in palliative 
measures—that is, in relieving existing areas of suffering—must not 
be overlooked, their dominant and most significant function has been 
displayed in supplying the risk or venture capital expended in advanc- 
ing the frontiers of knowledge. The large foundations are peculiarly 
well suited to play this role and it is doubtful if any other agency 
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could perform their part as well as they have performed and are 
performing it. With trained professional staffs drawing upon the 
knowledge gained through decades of experience, with the ability to 
attract and hold men of great competence both in their governing 
boards and their staffs, with large sums of money to back their judg- 
ment and with complete freedom to spend the money on calculated 
risks, they are able to do that which neither government nor indi- 
viduals, nor even small foundations, could or probably should attempt. 
The record of their accomplishments gives ample proof of their value 
to civilization. 

While the impact of the foundations upon modern society cannot 
be accurately gaged, it is safe to say that they have rendered great 
and significant services in many fields. Their contributions in the 
field of medicine and public health are too well known to require 
enumeration. The results of their campaigns against hookworm aad 
yellow fever have been repeatedly told and extolled until they have 
become almost legendary. Less well understood but of great import- 
ance is the part played by foundations in raising the level of education 
in our colleges and universities, and, most strikingly, of elevating 
medical education in this country to a position of world. eminence. 
In the field of the natural sciences, their contribution has been 
equally significant. In these days when an awareness of the needs for 
national security is uppermost in our minds we cannot fail to acknowl- 
edge our debt to the foundations for the assistance and support they 
have given to all branches of the natural sciences. Of recent years 
the foundations have given increasing support to the social sciences. 
This area of endeavor might be designated as the study of man’s 
relationship to man. While the field has often proved controversial 
it is entirely possible that in a time when man’s mastery over the 
physical sciences threatens him with possible extermination the 
eventual reward from the pursuit of the social sciences may prove 
even more important than the accomplishments in the physical 
sciences. 

But these are not the only fields in which the foundations have 
given support and aid. They have pressed forward in the fields of 
international relations, public administration, and government, 
the humanities, race relations, the arts, adult educ ation, recreation, 
and economics. 


4. PRESENT AND FUTURE NEED OF FOUNDATIONS 


We have referred briefly to the past accomplishments of founda- 
tions and the importance of their role in modern-day life. It appears 
that the present need for foundations is even greater than it has 
been in the past and that there is great likelihood that the need will 
prove an increasing one in the future. Despite the vast sums being 
poured by Government into the various fields formerly occupied by 
foundations and into fields in which the foundations and Government 
are cotenants or at least coadventurers, the need for the basic research 
so largely supplied and supported by the foundations continues to 
increase. Every new headland of human knowledge which is won 
opens up new vistas to be explored. As each mountain peak of dis- 
covery is scaled, vast new areas are laid open to exploration. Aside 
from the pressing needs of national security there are ever-widening 
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and lengthening avenues of knowledge that require research and study 
of the type and kind best furnished or assisted by foundations. The 
foundation, once considered a boon to soci: ‘ty, now seems to be a vital 
and essential factor in our progress. 

On all points thus far raised there has been such a mass of provable 
data and such a unanunity of op inion among informed persons that 
the committee has no hesitancy in prese nting its statements without 


qualification or reservation except where reservations were specified. 
It now approaches problems on which widely divergent views are 
held by responsible and informed persons. On some points the com- 
mittee has little doubt; on others consi: lera ible. 


5. CRITICISMS OF FOUNDATIONS 


The committee has striven to give careful attention to the major 
criticisms leveled at foundations. ‘These criticisms have come from 
persons, groups, and organizations of widely different backgrounds 
and from all parts of the country. While some few complaints have 
been motivated by personal grudges or fanciful imaginings, the great 
proportion of them have come from well-meaning and sincere indi- 
viduals or organizations whose integrity, loyalty, and patriotism 
cannot be questioned. The committee has earnestly endeavored to 
give sympathetic consideration to every communication, written or 
oral, to follow every lead which offered even slight promise of revela- 
tion, to acknowledge all letters and telegrams and to answer those 
where answers could be given. These complaints and criticisms, 
viewed broadly, raise the following questions: 

Have foundation funds been diverted from the purposes 
established by the founders? 

2. To what extent have foundations been infiltrated by Com- 
munists and Communist sympathizers? 

Have foundation funds been channeled into the hands of 
wivaliaiers individuals and organizations, and, if so, to what 
extent? 

Have foundations supported or assisted persons, organiza- 
tions, and projects which, if not subversive in the extreme sense of 
that word, tend to weaken or discredit the capitalistic system as 
it exists in the United States and to favor Marxist socialism? 

5. Are trustees of foundations absentee landlords who have 
delegated their duties and responsibilities to paid employees of 
the foundations? 

6. Do foundations tend to be controlled by interlocking 
directorates composed primarily of individuals residing in the 
North and Middle-Atlantic States? 

7. Through their power to grant and withhold funds have 
foundations tended to shift the center of gravity of colleges and 
other institutions to a point outside the institutions themselves? 

8. Have foundations favored internationalism? 

9. To what extent are foundations spending American money 
in foreign countries? 

10. Do foundations recognize that they are in the nature of 
public trusts and are therefore accountable to the public or do 
they clothe their activities in secrecy and resent and repulse 
efforts to learn about them and their activities? 
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11. Are foundations being used as a device by which the control 
of great corporations are kept within the family of the founda- 
tion’s founder or creator? 

12. To what extent are foundations being used as a device for 
tax avoidance and tax evasion? 

In dealing with these questions the committee recognizes all too 
clearly that which must be apparent to any intelligent observer, 
namely, that it was allotted insufficient time for the magnitude of 
its task. 

Four successive royal commissions sat over a period of 18 years 
while engaged in the task of investigating and reporting on 28,880 
charitable trusts existing in England well over a century ago. This 
committee was given a similar task and directed to complete its work 
in the less than 6 months remaining after funds were appropriated 
for the work. It is obvious that the committee could not investigate 
thousands of organizations within the limitations of the time allotted. 
Expediency compelled focusing attention on a small segment of the 
whole. Individual attention was given to a small number of the 
largest foundations, but even here investigation could not be made 
with the thoroughness the committee desired. For example, the 
Rockefeller Foundation alone has made almost 30,000 grants—approx- 
imately 6,000 of which were in the form of scholarships awarded to 
individuals. The committee has endeavored to make as thorough a 
survey as time permitted. Its findings and conclusions must, under 
the circumstances, be general rather than specific. It has endeavored 
to bring into this inquiry such information as it could assemble and 
to apply to this information, incomplete though it is, its best judg- 
ment. With these observations the committee will attempt to deal 
with the following major questions raised by criticisms received: 

1. Have foundation funds been diverted from the purposes established by 
the founders? 

So far as we can ascertain there is little basis for the belief expressed 
in some quarters that foundation funds are being diverted from their 
intended use. There have been instances of such diversion but we 
believe that the criticism is unwarranted in the main. It has been 
suggested that the smaller foundations, particularly those established 
to receive the allowable annual deductions of an individual or family 
and having no endowment other than that accumulated from yearly 
contribution from the individual donor or his family, have sometimes 
been used to take care of members of the family or of family pensioners 
by placing them on the payroll as employees or by granting to needy 
relatives scholarships; if done by outright gift of the individual creating 
the foundations, these would not be deductible contributions. That 
this is possible must be conceded. That it is a widespread practice is 
doubted. Nevertheless it is a possible abuse which should be guarded 
against. The committee believes that public accounting would go far 
toward eliminating such abuses. 


2. To what extent have foundations been infiltrated by Communists and 
Communist sympathizers? 
3. Have foundation funds been channeled into the hands of subversive 
individuals and organizations, and, if so, to what extent? 
Questions 2 and 3 will be considered together. There can be no 
reasonable doubt concerning the efforts of the Communist Party both 
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to infiltrate the foundations and to make use, so far as it was possible, 
of foundation grants to finance Communist causes and Communist 
sympathizers. The committee is satisfied that as long as 20 years ago 
Moscow decided upon a program of infiltrating cultural and educa- 
tional groups and organizations in this country, including the founda- 
tions. The American Communist Party, following the program laid 
down in Moscow, went so far as to create a subcommission of the 
Agit-Prop (Agitation-Propaganda) or Cultural Commission which 
ave specific attention to foundations. The aims were to capture the 
oundations where possible, and where this proved impossible, to 
infiltrate them for the purposes (1) of diverting their funds directly 
into Communist hands, and (2) procuring financial assistance for 
projects and individuals favorable to communism while diverting 
assistance from projects and individuals unfavorable to communism. 
A few small foundations became the captives of the Communist Party. 
Here and there a foundation board included a Communist or a 
Communist sympathizer. Occasionally a Communist managed to 
secure a position on the staff of a foundation or a staff member was 
drawn into the Communist orbit. Our investigation, hurried by lack 
of time, indicates that very few actual Communists or Communist 
sympathizers obtained positions of influence in the foundations. 

owever, there are some unhappy instances where the committee is 
convinced infiltration occurred. There remains the ugly unalterable 
fact that Alger Hiss became the president of the Carnegie Endowment 
for International Peace. And this despite the fact that his nomination 
and election came about through the efforts of men of proven loyalty 
and broad experience in public affairs. 

So far as the committee can learn, during his terin as president of 
the Carnegie Endowment, Hiss took no official action to further the 
Communist cause. 

There is also the indisputable fact that Frederick Vanderbilt Field 
became the secretary of the American Council of the Institute of 
Pacific Relations. The whole unhappy story of the IPR, which was 
largely supported by foundation funds, has been so fully revealed by 
the investigation of the McCarran committee that there is no need 
to make further reference to it here. 

There have been other less dramatic incidents, few in number but 
startling in their implications. That the Communists succeeded in 
obtaining from the foundations financial aid and assistance for numer- 
ous members and sympathizers seems conclusive to the committee. 
In the aggregate, the number of such grants and the amounts in- 
volved are alarming. Proportionately, when viewed in the light of 
the total grants made, they are surprisingly small. 

Despite the fact that in all but a very few cases these unfortunate 
grants were made prior to the time that the individual grantees were 
exposed by duly constituted Government agencies, the responsibility 
for proper selection rests upon the foundations, not the Government. 
The foundations should be alert to the dangers of this situation as a 
result of this experience. We are impressed with the fact, however, 
that most of these malodorous individuals were selected under politi- 
cal conditions very different from those that now exist and the deci- 
sions were taken in a political and emotional climate very different 
from the present. 

There are certain other aspects to be considered which, if not a 
defense to the charge of laxity on the part of foundations, offer, at 
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least, an understandable explanation of what occurred. It has been 
pointed out that the foundations operate on the frontiers of knowledge. 
Those foundations granting fellowships are seeking intellectuality of 
the highest order. It has been said in these hearings that there is no 
necessary correlation between political sagacity and scientific emi- 
nence, and it also has been said that there is a correlation between 
academic eminence and political naiveté. Irrespective of whether 
these generalizations can be taken literally it may safely be said that 
many individuals of unusual talent, particularly artists, poets, novel- 
ists, playwrights, and musicians, are often nonconformists. That this 
is apt to be the case is illustrated by the record of the John Simon 
Guggenheim Memorial Foundation. The Guggenheim Foundation 
restricts itself to the granting of fellowships to individuals. This 
obviously renders it more vulnerable than those foundations which 
make all or a part of their grants to institutions or organizations, for 
these latter are more easily cataloged than the individual, and with 
greater accuracy. 

This greater vulnerability is attested by an examination of the 
Guggenheim grants. Admittedly this foundation has done an out- 
standing job in its selection of fellows. Literally scores of its more 
than 2,000 fellows have made outstanding records, including 3 
Nobel prize winners. Yet despite this notable record, 40 of its fellows 
have received unfavorable mention by established governmental 
agencies and 41 additional Guggenheim fellows have received 10 or 
more citations; this is sufficient to render them, in the committee’s 
opinion, extremely bad risks. 

The foundations, for the most part, have made no secret of their 
mistakes, and have stated frankly that in recent years they have recog- 
nized the increasing need to be constantly alert to avoid giving un- 
intended aid to subversives 

The committee believes that on balance the record of the founda- 
tions is good. It believes that there was infiltration and that judg- 
ments were made which, in the light of hindsight, were mistakes, but 
it also believes that many of these mistakes were made without the 
knowledge of facts which, while later obtainable, could not have been 
readily ascertained at the time decisions were taken. It further be- 
lieves that the foundations are aware of the ever-present danger and 
are exerting and will continue to exert diligence in averting further 
mistakes. While unwilling to say the foundations are blameless, the 
committee believes they were guilty principally of indulging the same 
gullibility which infected far too many of our loyal and patriotic citi- 
zens and that the mistakes they made are unlikely to be repeated. 
The committee does not want to imply that errors of judgment con- 
stitute malfeasance. 

The committee feels that it should warn foundations against what 
it considers to be evidence of a willingness to disregard danger signals 
as exemplified in the testimony of one witness given before the com- 
mittee during the hearings. Intellectual assurance, if pushed too far, 
may become intellectual arrogance with all the dangers it entails. 
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4. Have foundations supported or assisted persons, organizations, and 
projects which, if not subversive in the extreme sense of the word, 
tend to weaken or discredit the capitalistic system as u# exists in 
the United States and to favor Marrist socialism? 

This is the criticism most frequently made against foundations and 
it is the one urged with the greatest vehemence. If, for the purpose 
of this report, we treat the term “subversive” as synonymous with 
“communism” or “communistic,”’ or as applicable to the apparatus 
of communism, we can differentiate with greater exactitude between 
that which is definitely subversive and that which represents merely a 
criticism of the existing order or the advocacy of a change in the 
economic-political-social order by constitutional methods. Hereafter 
we shall treat the term “subversive” as characterizing the illegal and 
the conspiratorial and as being deeply inimical to this country, its 
traditions and its way of life. In the preceding paragraphs we have 
discussed the efforts of the Communists to capture, infiltrate, and 
influence foundations, and have indicated our view of the measure of 
success or failure their efforts met. We now pass to the question of 
whether the foundations have used their resources to weaken, under- 
mine, or discredit the American system of free enterprise either by 
criticism, ridicule, or pale praise while at the same time extolling the 
virtues of the socialistic state. 

The testimony does not establish this to be the case as to the founda- 
tion system in general. It has been established that some foundation 
funds have gone to the support of the Communist line or to proved 
Communists or Communist sympathizers, but where this occurred it 
is our belief that it occurred inadvertently or through the stealth and 
deceit of Communist “‘infiltrees.’”” To these instances must be added 
those few isolated cases where foundations became captives of the 
Communist Party. What we are expressing here is our belief that 
the foundations, with the exception of the captive foundations noted 
above, have not deliberately thrown their support to the Marxist 
philosophy and against what we have come to regard as the American 
system of capitalistic free enterprise. 

In refutation of our position will be cited the instances of founda- 
tion support for the Russian area studies at various universities, for 
the translation of Russian books, for studies in the social sciences 
deemed socialistic by some critics. We think the testimony given 
before the committee made clear the distinction between “study” of 
a subject and the “teaching” of it. The one embraces objective 
analysis. The other contemplates the advocacy of principles. 

Area studies such as this should be made only after meticulous 
screening of those entrusted with the task and under constant safe- 
guards. 

The same reasoning must be applied to the new fields of inquiry in 
the social sciences which are receiving the support of foundations. 
Many of our citizens confuse the term “social,” as applied to the 
discipline of the social sciences, with the term “socialism.’’ And 
since the social sciences may be defined as the study of man’s relation- 
ship to man, the problem of every man considering himself an expert 
in the field is ever present. Few individuals feel themselves qualified 
to express an expert opinion on nuclear fission or the value of isotopes 
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but most of us will not hesitate to express our opinions on such homely 
subjects as divorce, the causes for the increase in the cost of living, 
the psychological effect of segregation, the increase in juvenile delin- 
quency, or the impact of television on the study habits of children. 
But these and other subjects within the orbit of the social sciences are 
proper subjects for objective study and analysis under conditions of 
control which give promise of revealing scientific facts. 

The committee is impressed with the testimony of the foundations 
that their area of usefulness is to some extent in what they describe as 
controversial fields. In entering these fields, they knowingly invite 
criticism and thereby assume the calculated risks incident to exploring 
new fields of knowledge. They regard such risks as justified because 
of the great good that may evolve for mankind. The committee 
finds no fault with the general policy of the major foundations of pro- 
moting experiments designed to help men to live peaceably together, 
so long as they are conducted with devotion to the American tradition 
of freedom. 

But there are additional arguments urged in favor of the founda- 
tions’ work in the social sciences. Many studies in these fields have 
benefited government as well as business. Among these are studies of 
our national income, our markets, our productivity, our business 
cycles, the relationship between the productivity of the worker and 
the standard of living. It has been said in the hearings that the 
foundations, both in ‘their conception and their work, give. support 
to the capitalistic system. It seems paradoxical that in a previous 
congressional investigation in 1915 the fear most frequently expressed 
was that the foundations would prove the instruments of vested 
wealth, privilege, and reaction, while today the fear most frequently 
expressed is that they have become the enemy of the capitalistic 
system. In our opinion neither of these fears is justified. 


5. Are trustees of foundations absentee landlords who have delegated 
their duties and responsibilities to paid employees of the foundations? 


6. Do foundations tend to be controlled by interlocking directorates 
composed primarily of individuals residing in the North and Middle- 
Atlantic States? 

Questions 5 and 6 may be discussed more conveniently if grouped 
together. The idea that the office of trustee or director of a large 
foundation is a sinecure involving little work, enormous prestige, and 
not inconsiderable power which is traditionally delegated to the paid 
members of the staff seems to have obtained widespread acceptance. 

In part this idea is true but in larger part it is the child of mis- 
information. The position of trustee or director of one of the large 
foundations undoubtedly carries with it dignity and the badge of 
achievement. This is due not only to the prestige which foundations 
themselves enjoy in the public mind but also to the distinguished 
company of men who traditionally have held these positions of trust 
and responsibility. But the belief that a trustee has few if any duties 
connected with his office is contrary to all that this committee has 
been able to learn. 

It appears that the duties and responsibilities of trustees of the 
large foundations are onerous to the point that they would seriously 
interfere with the work of the average businessman. As a group, 
trustees of the larger foundations are men of outstanding achievement, 
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broad interests, and proven competence who have demonstrated 
their capability for and willingness to assume heavy burdens of work. 
This latter qualification is an important one, and is well utilized by 
the foundations. Since many of the larger foundations have their 
headquarters in New York and since availability is an important 
consideration it is only natural that the great majority of trustees 
should come from New York and nearby areas. It is also under- 
standable that the services of an outstanding man should be sought 
by more than one foundation and that we should therefore find a 
number of individuals serving on the board of more than one founda- 
tion. 

Despite these considerations, all of which are persuasive, the com- 
mittee feels that a wider geographical distribution would go far 
toward establishing greater public confidence in the foundations and 
would dispel much of the distrust which shelters under a traditional 
fear of Wall Street. It is also entirely possible that a sustained 
search for qualified individuals residing west of the Hudson River 
might assist the foundations to maintain the freshness of approach, 
flexibility, and breadth of vision for which they profess to strive. 
If, as the foundations maintain and the committee believes, founda- 
tions are public trusts then the public in its widest sense, including 
the geographical, should be fairly represented. 

This observation leads naturally to a question which has given the 
committee some concern. Since practically all foundation trustees 
serve without compensation and since the duties of the trustees of 
the larger foundations require considerable expenditure of time and 
effort, are not foundation trusteeships largely limited to the very 
wealthy, the retired, or the academic circles? The committee recog- 
nizes that there are arguments both pro and con with respect to 
compensation of trustees but it feels that the question posed is worthy 
of consideration by the foundations. 

As to the delegation by trustees of their duties and responsibilities, 
the problem is basically the same one that confronts the directors of 
a business corporation. Both must rely in large measure upon their 
staffs. There is this one important difference, in the opinion of the 
committee. The trustees of a public trust carry a heavier burden of 
responsibility than the directors of a business corporation. In fairness 
it should be said that in the opinion of the committee this principle is 
fully recognized by the trustees of foundations and that they make a 
determined effort to meet the challenge. 


7. Through their power to grant and withhold funds have foundations 
tended to shift the center of gravity of colleges and other institutions 
to a point outside the institutions themselves? 

This question arises from a criticism which has come to the com- 
mittee from persons well informed generally and situated in positions 
from which a strategic view of the situation can be had. The com- 


mittee does not consider itself sufficiently well advised on this point 
to hazard a view. 


8. Have foundations favored internationalism? 


9. To what extent are foundations spending American money in foreign 
countries? 


Questions 8 and 9 present common problems and are discussed 
together. While the expenditure of money in foreign countries might, 
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in and of itself, be considered evidence of a bias toward international- 
ism, the committee does not feel that this is necessarily so. Those 
foundations which have made substantial foreign expenditures are 
frankly and openly in favor of international cooperation along cultural 
and educational lines. The Ford Foundation, for instance, has made 
the promotion of peace one of its major objectives and it believes this 
can best be achieved by international cooperation. To that end it 
has appropriated large sums of money for assistance to certain foreign 
countries and the bulk of this money is being spent in those countries 
where assistance is being given. The offic ials of the Ford Foundation 
have stated flatly that they believe the interests of the United States 
are being advanced by these expenditures and that if they did not 
so believe they would not make the expenditures. 

The Carnegie Endowment for International Peace is committed by 
the very purpose for which it was founded to international coopera- 
tion. ‘To the extent that it implements its avowed purpose it is in a 
sense internationalist. 

Mr. Rockefeller once said that he had made his money all over the 
world and that he wished it spent on behalf of mankind throughout 
the world. The Rockefeller Foundation has followed the founder’s 
thinking in this respect and approximately one-third of its grants are 
spent abroad. However, the thinking behind these grants does not 
appear to be internationalist in the sense in which that term is usually 
used. The committee gathers that the Rockefeller Foundation is 
thinking internationally in terms of culture, education, and public 
health rather than in terms of politics. The quest for total elimina- 
tion of yellow fever has carried it across international boundaries and 
into other continents. Once on the scent it cares not where the trail 
leads. These are but a few instances. We think it a fair statement 
to say that activities on an international scale and foreign expendi- 
tures in significant amounts are limited to only the very largest of 
the foundations. Some of the smaller foundations cross international 
boundaries in connection with the granting of fellowships and grants- 
in-aid. 

Considering the picture as a whole, those foundations operating on 
an international scale are very few in number, but because they are 
well known and their expenditures comparatively great, the attention 
focused on their foreign activities is disproportionate. Those founda- 
tions which are concerned with internationalism along political lines 
appear to center their activities around projects which support the 
Government policy of participation in United Nations activities. 
All foundations deny participation in politics or political propaganda. 
The committee believes that these international activities and foreign 
expenditures of the foundations are motivated chiefly by consideration 
of the welfare of the American people and as such are entirely praise- 
worthy. 


10. Do foundations recognize that they are in the nature of public trusts 
and are therefore accountable to the public or do they clothe their 
activities in secrecy and resent and repulse efforts to learn about 
them and their activities? 

All foundations questioned have, without exception, stated that 
they consider themselves to be public trusts. At that point unanimity 
ceases. The larger foundations take the position that as public trusts 
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they are accountable to the public and that the public is entitled to 
know in detail about their resources, income, expenditures, personnel, 
and programs. Stated in the words of one of their trustees ‘“‘founda- 
tions should not only operate in a goldfish bowl—they should operate 
with glass pockets.” In short the larger foundations favor public 
accountability and public accounting. To this end most of the 
larger foundations publish detailed annual reports which are given 
wide distribution among the various media of mass communication, 
public libraries, schools, and colleges. 

On the other hand, many of the small foundations, particularly 
those designed to receive the deductible contributions from individuals 
and privately owned corporations, oppose public accounting on the 
ground that they do not wish the public to know the amount of con- 
tributions made by the donor and his family, or by corporations 
owned or controlled by the donor. To a lesser extent many of the 
smaller foundations oppose public disclosure of their expenditures. 
They argue that public disclosure of contributions and expenditures 
will cause the abandonment of many of the small foundations now in 
existence and will discourage the formation of new small foundations. 

The committee recognizes that public disclosure of the names of 
contributors and the amounts contributed to foundations might result 
in an unfortunate curb on philanthropic giving. It does feel, however, 
that such information should be made known to the Bureau of Internal 
Revenue where it would also be available to the appropriate com- 
mittees of Congress. It feels also that full public disclosure should 
be made by such organizations of all grants made so that the public 
will be in a position to determine whether tax-exempt moneys are 
being used for the purposes for which these organizations were created. 


11. Are foundations being used as a device by which the control of great 
corporations are kept within the family of the foundation’s founder 
or creator? 


12. To what extent are foundations being used as a device for tax avoid- 
ance and tax evasion? 


The committee regards questions 11 and 12 as matters for the con- 
sideration of the Committee on Ways and Means. It therefore has 
made no attempt to find the answers to these questions. We feel the 
questions are of sufficient importance to warrant inquiry by the Ways 
and Means Committee and this committee wishes to make its files 
available to the Ways and Means Committee if the latter believes they 
will be of assistance to it. 

The committee’s recommendations are as follows: 

1. Public accounting should be required of all foundations. This 
can best be accomplished by amendment of the existing laws in sub- 
stantially the form herewith submitted as appendix A, to which we 
direct the attention of the Eighty-third Congress. 

2. That the Ways and Means Committee take cognizance of our 
finding that the maintenance of private sources of funds is essential 
to the proper growth of our free schools, colleges, churches, founda- 
tions, and other charitable institutions. We respectfully suggest that 
the committee reexamine pertinent tax laws, to the end that they may 
be so drawn as to encourage the free-enterprise system with its re- 
wards from which private individuals may make gifts to these merito- 
rious institutions. 
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The Committee has received material assistance from numerous 
Government agencies, and especially from the Bureau of Internal 
Revenue, the Library of Congress, the Committee on Un-American 
Activities, the McCarran committee, the Office of Education, the 
Banking and Currency Committee, the Committee on Labor and 
Education, and the Federal Bureau of Investigation. 

The committee wishes to acknowledge the cooperation afforded it 
by the foundations. ‘There has been no instance of obstruction, de- 
lay or resentment on the part of the foundations. 

The committee was fortunate in securing the services of Harold M. 
Keele, of Chicago, as general counsel. Upon his approval by the 
committee, Mr. Keele arranged to devote his full time to this study 
and has rendered an outstanding service in directing the surveys and 
legal inquiries necessary to carry out the mandate of Congress. The 
committee appreciates his devotion to this task and the excellent 
service which he has rendered. 

The committee desires to give recognition to the able and unre- 
mitting work of the following members of its staff: 

Thomas J. Feeney, staff director; Edward C. Kennelly, attorney; 
Joseph C. Kiger, director of research; Mary E. Searight, clerk; Edith 
M. Knight, administrative assistant; Russell McFarland, investigator; 
Roger H. Mudd and William H. Snape, Jr., research assistants; 
Sarah Jane Billingsley, Mary L. Taylor, and Clarence A. McGillen, Jr., 
clerical assistants. 

The foregoing report is respectfully submitted this lst day of 
January 1953. 

Brooks Hays, 

Acting Chairman. 
Donatp L. O’Tooue. 
ArmE J. Foranp. 
RicHarp M. Simpson. 
Anarer L. Goopwin. 
B. Carroit ReEEcE. 


(As pointed out and stressed in this report, the select committee has 
had insufficient time for the magnitude of its task. Although I was 
unable to attend the full hearing I feel compelled to observe that, if a 
more comprehensive study is desired, the inquiry might be continued 
by the Eighty-third Congress with profit in view of the importance of 
the subject, the fact that tax-exempt funds in very large amounts are 
spent without public accountability or official supervision of any sort, 
and that, admittedly, considerable questionable expenditures have 
been made.—B. Carro.ut REECE.) 


APPENDIX A 
AN ACT To provide for public accountability by tax-exempt organizations, and other purposes 


Be it enacted by the Senate and House of Representatives of the United of America 
an Congress assembled, That this Act may be cited as the ‘‘Public Accountability 
Act for Tax-Exempt Organizations,” and 
‘ seat Section 153 of the Internal Revenue Code is hereby amended to read as 
ollows: 

“Section 153. Information Required From Certain Tax-Exempt Organiza- 
tions and Certain Trusts. 

“(a) Certain Tax-Exempr Orcanizations.—Every organization described 
in section 101 (6) which is subject to the requirements of section 54 (f) shall 
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furnish annually information, at such time and in such manner as the Secretary 
may by regulations prescribe, setting forth— 

(1) Its total contributions received during the year; 

(2) Its gross income for the year; 

(3) Its expenses attributable to such income and incurred within the year; 

(4) A breakdown of such expenses to show its administrative overhead, 
including the annual salaries of any trustees, directors, officers or employees 
receiving more than $4,000.00 per year; 

(5) Its disbursements out of income within the year for the purposes for 
which it is exempt; 

(6) Its accumulation of income within the year; 

(7) Its aggregate accumulations of income at the beginning of the year; 

(8) Its disbursements out of principal in the current and prior years for 
the purposes for which it is exempt; 

(9) A balance sheet showing its assets, liabilities and net worth as of the 
beginning of such year; 

(10) A complete list of all contributors and amounts contributed during 
the year where the amounts of such individual contributions exceed $200.00; 

(11) The names and addresses of all persons or organizations receiving 
grants during the year and the amount and general purpose of each such 
grant. 

“(b) Trusts CLaimInc CHARITABLE, Etc., DEpucTIONS UNDER SEcTION 
162 (a).—Every trust claiming a charitable, etc., deduction under section 162 
(a) for the taxable year shall furnish information with respect to such taxable 
year, at such time and in such manner as the Secretary may by regulations 
prescribe, setting forth— 

(1) the amount of the charitable, etc., deduction taken under section 
162 (a) within such year (showing separately the amount of such deduction 
which was paid out and the amount which was permanently set aside for 
charitable, etc., purposes during such year) ; 

(2) the amount paid out within such year which represents amounts for 
which charitable, etc., deductions under section 162 (a) have been taken in 
prior years; 

(3) the amount for which charitable, etc., deductions have been taken in 
prior years but which has not been paid out at the beginning of such year; 

(4) the amount paid out of principal in the current and prior years for 
charitable, etc., purposes; 

(5) the total income of the trust within such year and the expenses 
attributable thereto; and 

(6) a balance sheet showing the assets, liabilities, and net worth of the 
trust as of the beginning of such year. 

“This subsection shall not apply in the case of a taxable year if all the net 
income for such year, determined under the applicable principles of the law of 
trusts, is required to be distributed currently to the beneficiaries. 

“(c) INFORMATION AVAILABLE TO THE PuBLic.—The information required to 
be furnished by subsections (a) and (b), with the exception of that required by 
subsections (a) (4) and (a) (10) above, together with the names and addresses 
of such organizations and trusts, shall be made available to the public at such 
times and in such places as the Secretary may prescribe. 

“(d) PeNALtTrIEs.—In the case of a willful failure to furnish the information 
required uuder this section, the penalties provided in section 145 (a) shall be 
applicable. In addition exemption under section 101 (6) shall be denied for the 
taxable year.” 
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HovseE or REPRESENTATIVES, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 

OFFICE OF THE CHAIRMAN, 
Washington, D. C., December 30, 1952. 
Hon. Rate R. Roserrs, 

Clerk, House of Representatives, 

The Capitol, Washington, D. C. 


Dear Mr. Roserts: The attached report of a special subcom- 
mittee of the Committee on Interior and Insular Affairs appointed 
pursuant to House Resolution 676, Eighty-second Congress, second 
session, to investigate and study the seaward boundaries of the 
United States, has been submitted by the subcommittee having 
charge of the study and is hereby forwarded to the House of Repre- 
sentatives. 

This subcommittee report was submitted too late for submission 
to the full committee for consideration; however, it is deemed advis- 
able to have it printed in report form in order that the general outline 
of the problem may be made available to the Members of the Eighty- 
third Congress with the recommendation that the problem be given 
further study and provision made for its completion during the next 
Congress. 

Sincerely yours, 
Joon R. Murpock, M. C., 
Chairman. 
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Hovst oF REPRESENTATIVES, 
Washington, D. C., December 30, 1952. 
Hon. Jonn R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Murpock: Pursuant to your appointment of me as 
chairman of the Subcommittee on Inland Waters appointed pursuant 
to House Resolution 676, I am pleased to transmit herewith our report. 

Sincerely yours, 
Cian ENGLE, M. C., 
Chairman, Subcommittee on Irrigation and Reclamation. 
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82p ConGrREss f HOUSE OF REPRESENTATIVES § Report 
2d Session t No. 2515 


INVESTIGATION AND STUDY OF THE SEAWARD 
BOUNDARIES OF THE UNITED STATES 


January 2, 1953—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Murpock, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[Pursuant to H. Res. 676, 82d Cong., 2d sess.] 


INTRODUCTION 


Following is a report of the subcommittee appointed pursuant to 
House Resolution 676, Eighty-second Congress, second session, which 
authorized and directed the Committee on Interior and Insular Affairs, 
acting as a whole or by subcommittee, ‘‘to conduct a full and complete 
investigation and study of the seaward boundaries of the States and 
continental United States and the Territory of Alaska in order to deter- 
mine the proper criteria for fixing the seaward limits of the inland or 
territorial waters of the United States, and the seaward boundaries 
of the United States and Alaska.’”” The members of the subcommittee 
designated by Chairman Murdock were as follows: 


Representative Clair Engle, chairman, California 
Representative Ken Regan, Texas 
Representative Lloyd M. Bentsen, Jr., Texas 
Representative Samuel W. Yorty, California 
Representative Norris Poulson, California 
Representative William H. Harrison, Wyoming 
Representative Hamer Budge, Idaho 


Two hearings were held, one in Los Angeles, Calif., on October 3 
and 4, and the other in New Orleans, La., on December 10 and 11. 
Representative Yorty, the author of House Resolution 676, was 
necessarily absent from the Los Angeles hearing because of a trip to 
Korea. Representative Regan of Texas was unavoidably absent from 
the New Orleans hearings. The subcommittee was fortunate in 


3 


H, Rept. 2515, 82-2 2 














2 STUDY OF THE SEAWARD BOUNDARIES OF THE UNITED STATES 


having the participation in the New Orleans hearing of Representative 
John P. Saylor, of Pennsylvania, who, while a member of the full 
committee, is not a member of the subcommittee. T. V. A. Dillon, 
who joined the committee as counsel after the Los Angeles hearing, 
also attended the New Orleans hearing. The committee had planned 
to hold hearings in Washington and at several other places in the 
United States but was unable to do so because of conflicts with other 
previously scheduled official committee work and other demands 
upon the time of the membership of the subcommittee since adjourn- 
ment. The subcommittee feels that before a definitive answer as 
required by House Resolution 676 can be given, further hearings 
should be held in various sections of the country, including New 
England. Likewise, the views of Government agencies such as the 
Departments of State, Defense, and Justice, among others, will have 
to be secured. In addition, the committee would benefit considerably 
from additional testimony on behalf of certain economic interests, 
such as the fishing industry. 

The authorizing resolution which was passed by the House in the 
closing days of the second session of the Eighty-second Congress 
furtber directed the committee to report to the House, or to the Clerk 
of the House in the event the House was not in session, “as soon as 
practicable during the present Congress the results of its investiga- 
tion and study, together with such recommendations as it deems 
advisable.” 

The problem presented by House Resolution 676 presents compli- 
cated legal and economic issues, national defense and foreign policy 
ramifications, involved questions of international law, and funda- 
mental issues of Federal-State relations which could not be resolved 
in the limited time available to the committee from its creation to 
the deadline for filing a report. Realizing this, your committee has 
sought to ferret out the basic issues of fact, policy, and law which 
are involved, as well as the historic background of the controversy, 
and to develop a record which generally reflects the fundamental 
issues involved and the position of the interested parties. As stated 
by Chairman Engle at the opening of the hearing in Los Angeles, the 
subcommittee hoped from such information to— 
draft au interim report for submission to the House indicating to the House what 
we have discussed in regard to the magnitude of this problem and its importance, 


from which the next Congress can make an intelligent determination as to what 
extent this study and investigation should proceed in the new Congress. 


WITNESSES 


The subcommittee was fortunate in having witnesses of a very high 
caliber both in the Los Angeles and New Orleans hearings. Included 
among these witnesses were some of the foremost experts in the United 
States on the problems with which we were concerned. The subcom- 
mittee was deeply impressed by the thorough and scholarly way these 
witnesses presented their various viewpoints. 

The witnesses were as follows: 


Los Angeles 


Everett W. Mattoon, assistant attorney general, State of California. 


Francis J. Hortig, senior engineer in the Division of State Lands, 
State of California. 
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Hillman A. Hansen, a resident of the city of Long Beach, Calif. 

John J. Real, manager and attorney for the Fisherman’s Coopera- 
tive Association of San Pedro, Calif. 

Mr. Real appeared briefly before the subcommittee and was 
granted permission to submit a statement at a later date. The 
statement has been received. It is noted that the following organ- 
izations have joined the views set forth therein. 

Boat owners associations: 

Fishermen’s Cooperative Association, San Pedro, Calif. 

American Tunaboat Association, San Diego, Calif. 

Southern California Commercial Fishing Boat Owners Co- 
operative, Inc., Long Beach, Calif. 

The foregoing organizations represent the owners of approximately 
400 tuna clippers, purse seiners, and albacore vessels who fish for 
mackerel and sardines in California and for tuna off the shores of 
Latin America. 

Labor unions: 

Seine and Line Fishermen’s Union (AFL), San Pedro, Calif. 

Cannery Workers and Fishermen’s Union (AFL), San Diego, 
Calif. 

Cannery Workers Union of the Pacific (AFL), San Pedro, 
Calif. 

The foregoing three unions are affiliated with the Seafarers Inter- 
national Union of North America (AFL) Fishermen’s Union (Local 
33, ILWU), San Pedro, Calif. 

The foregoing unions represent approximately 14,600 California 
fishermen and cannery workers. 

Canners organizations: 

California Fish Canners Association, Terminal Island, Calif. 
Tuna Research Foundation, Long Beach, Calif. 

The foregoing organizations represent 15 canners of tuna, mackerel, 

and sardines in California. 


New Orleans 
Hon. Price Daniels, attorney general, State of Texas, and United 
States Senator-Elect from Texas. 
Fred S. LeBlanc, attorney general, State of Louisiana. 
John L. Madden, assistant attorney general, State of Louisiana. 
Judge Leander H. Perez, district attorney, Plaquemines Parish, La. 
Dr. James P. Morgan. 
A. H. Glenn, A. H. Glenn & Associates, New Orleans, La. 
Ben C. Belt, vice president, Gulf Oil Corp. 
Marcus Hanna, chief paleontologist, Gulf Oil Corp., Houston, Tex. 
Mrs. Lucille May Grace. 


J. Ashton Greene, J. Ashton Greene Associates, economic consult- 
ants, New Orleans, La. 


Additional statement 


Subsequent to the close of the hearings the subcommittee received 
& written statement from Mr. Aaron L. Shalowitz, Special Assistant 
to the Director of the United States Coast and Geodetic Survey, and 
Chief of the Section of Research, Review, and Technical Information. 
The statement has been incorporated i in the subcommittee records. 
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LOCAL INTEREST 


There was considerable local interest in the work of the subcommit- 
tee. We were impressed and pleased with the fine interest shown by 
His Honor de Lesseps Morrison, mayor of New Orleans. Mayor 
Morrison received the committee upon its arrival in New Orleans and 
presented each member with a certificate of honorary citizenship and 
a key to the city. He was further host to the subcommittee at a 
luncheon on the last day of the hearings. We were further honored 
by the presence and active interest in the work of the subcommittee of 
three highly esteemed colleagues from the State of Louisiana: Hon. 
Henry D. Larcade, Jr., of the Seventh District, Hon. F. Edward 
Hébert of the First District, and Hon. Ed Willis of the Third District. 
These members were for the most part in attendance throughout the 
hearings in New Orleans and were in a large measure responsible for 
the success of our hearings there. 

In addition to the interest shown in our work by California and 
Louisiana officials, we were pleased at the active interest in the subject 
matter evidenced by the citizenry of the cities of Los Angeles and New 
Orleans. The hearings were well attended bv local people who showed 
keen interest in and appreciation of the subject matter, The local 
newspapers in both cities gave excellent coverage to the day-to-day 
developments at the hearings. In addition, the major press associa- 
tions had representatives on hand to report the hearings. 


INSPECTION OF THE AREA 


One high light of our trip to New Orleans was an opportunity on 
the day we left to make an inspection trip by air of the Louisiana 
coast line. This trip gave us a valuable insight into the nature of 
the coast line, the economic activity carried on therein, and cast 
considerable light on some of the peculiar problems faced by Louisiana. 

We noted, for example, that Louisiana has what is perhaps the 
most irregular and dynamic coast line in the United States. For great 
distances off shore along the coast, the water is so shallow as to render 
navigation, save for small fishing craft, impossible. It is charac- 
teristic of the coast for reefs, underseas hummocks, and other solid 
formations to rise to the surface at some times and at others to be 
completely submerged. 

The relationship | of these off-shore water areas to the economy of 
the State of Louisiana and its people as evidenced by the extensive 
shrimp and other fishing operations, oyster cultivation, oil and gas 
production impressed us greatly. 


I. BACKGROUND OF THE PROBLEM 


Although our country is now 163 years old, no one can say exactly 
where our seaward boundaries are located. Along much of our long 
coast line, it is impossible to say, even within a few miles, where 
our territory ends and the high seas begin. 

To understand this strange and surprising situation, it is necessary 
to consider the nature of the offshore water areas. Lying between the 
high seas and the mainland of the United States are two water areas 
known as the marginal belt and the inland waters. For the purposes 
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at hand, the width of the marginal belt is to be regarded as a constant 
factor: it is three nautical miles wide.! This 3-mile protective belt 
is measured from the seaward limit of inland waters, or where there 
are no inland waters, from the low-water mark on the shoreline (United 
States v. California, 332 U.S. 19 (1947)). hs 

Witnesses at the New Orleans hearings urged a substantial increase 
in the width of the marginal belt. Consideration of that question 
does not seem to be within the scope of this subcommittee’s investi- 
gation. However, the question is of such paramount importance that 
we recommend that future legislation for continuance of this study in 
the next Congress include authorization to inquire into and consider 
action on the question of increasing our marginal belt. 

By contrast, the width of the inland waters is a variable factor. 
Depending on the nature of the coast line and upon how the various 
kinds of inland waters (such as bays, harbors, and channels) are de- 
fined, inland waters may be broad or narrow or nonexistent. In turn, 
the seaward boundary of the inland waters may either hug the shore- 
line or may be several miles seaward from the shoreline. Since the 
high seas lie 3 miles (the width of the marginal belt) seaward from the 
inland waters, the place where our territory ends and the high seas 
begin depends directly upon the width of the inland waters. In short, 
the extent of our inland waters controls the location of our seaward 
boundary. 

The uncertainty about the location of our seaward boundaries is 
due to the fact that until recent years there was little occasion to 
consider the extent of our inland waters. Recent events, however, 
have brought the question to the attention of the public and Govern- 
ment officials. 

Advances in science and technology have in recent years made it 
possible to develop and extract some of the vast reservoir of resources 
which are contained in the submerged lands off our shores. For 
instance, it has been only in the last 50 years that oil has been dis- 
covered in the submerged offshore lands, and only in the last 25 
years have methods been perfected for the extraction of this oil. 
As a result of the development of these offshore resources, conflicting 
claims have arisen between the State and Federal Governments as to 
the right to dispose of the resources. 

Such conflicting claims were before the Supreme Court of the 
United States in the three Marginal Sea cases (United States v. 
California, 332 U. S. 19 (1947), United States v. Louisiana, 339 
U. S. 699 (1950). United States v. Texas, 339 U.S. 707 (1950)). In 
the California case, the Supreme Court held that the Federal Gov- 
ernment has paramount rights and powers in the 3-mile marginal 
belt of water lying off our shores and that the State’s ownership is 
limited to the lands underlying inland waters and above low-water 
mark. However, the Supreme Court did not locate the dividing 
line between the 3-mile marginal belt and the inland waters. Indeed 
the Court said that it assumed that to locate the line would involve 
“many complexities and difficulties ”’ 

To aid in the determination of the dividing line between inland 
waters and the marginal belt, the Supreme Court appointed a special 


eee Regan and Congressman Bentsen of Texas assert that the marginai belt of Texas is 3 
gues. 








6 STUDY OF THE SEAWARD BOUNDARIES OF THE UNITED STATES 


master (334 U. S. 855). After two preliminary references, Special 
Master William H. Davis was directed by the Supreme Court on 
December 3, 1951, to hold hearings and submit “his recommended 
answers’ to questions concerning the location of inland waters. 
During the course of these hearings, the Department of Justice 
asserted that the past position (as shown by a historical résumé) and 
the present position (as shown by two letters from the State Depart- 
ment) of the United States is comprised of the following main elements: 
(1) If an indentation is to be regarded as a bay constituting inland 
waters, it must be 10 miles or less in width and it must be a deep 
indentation. To be ‘‘deep,’”’ an indentation must meet the so-called 
Boggs formula, set forth at page 15 infra; (2) islands are not to be 
considered in determining a nation’s inland waters; each island has its 
own marginal belt; if a strait or a channel connecting parts of the 
open sea and lying between the mainland and off-lying islands is less 
than 6 miles wide, it is in the marginal belt, but in no case is it inland 
waters. 

At the hearings, the State of California contended (1) that the 
bays, harbors, and channels in the areas under consideration had 
been claimed and established as inland waters; (2) that this claim 
is not in conflict with any settled policy of the United States or with 
international law; (3) that if the waters under consideration were 
not already established as inland waters, they should be so declared 
because of the circumstances and conditions present in the coastal 
area; and (4) that the water areas should be held to be inland waters 
on historic grounds. 

On October 24, 1952, the special master submitted a report to the 
Supreme Court accepting the general position advanced by the Depart- 
ment of Justice as to the seaward limit of inland waters, except that 
the special master recommended that harbor areas within the outer- 
most permanent harbor works should be classified as inland waters. 
The parties have until January 9, 1953, to file exceptions to this report. 
In rejecting California’s contentions in his report, the special master 
emphasized that his task was to make a judicial determination of the 
applicable principles of law based on the prior actions of the United 
States and not to make a “determination of what might or might not 
be a wise policy for the Nation to adopt within this field for which 
the political, not the judicial, agencies of the Government are respon- 
sible.” These proceedings before the special master, coupled with the 
master’s finding that it is not his function to determine what is ‘‘wise 
policy” for the Nation, have brought the question of the seaward limit 
of our inland waters sharply to the attention of the political agencies 
of the Government. 

The decisions of the Supreme Court in the Louisiana and Texas 
cases have also underscored the necessity for fixing a seaward limit 
of inland waters. In the Louisiana case, the Supreme Court decreed 
that the United States has paramount rights in the lands lying sea- 
ward of ordinary low-water mark and outside of inland waters for a 
distance of 27 marine miles (340 U. S. 899). In the Texas case, the 
Supreme Court held that the United States has paramount rights in 
the lands of the Continental Shelf lying seaward of low-water mark 
and outside inland waters (340 U. S. 900-901). Obviously, these 


decrees make it highly important to determine the seaward limits of 
inland waters. 
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Another important development in bringing the question of our 
seaward boundaries to public attention is the decision of the Inter- 
national Court of Justice on December 18, 1951, in the case between 
United Kingdom and Norway. Over Great Britain’s protest, the 
International Court held in that case that Norway’s definition of her 
seaward boundaries is in accordance with international law. This 
decision has drawn attention not only to the fact that the United 
States is one of the few major nations in the world which has not 
clearly defined its seaward boundaries, but also the fact that the United 
States has a wide range of choice in fixing its seaward boundaries. 
The extensive compilation of foreign laws made available to the com- 
mittee by California indicates the broad and varied nature of the 
claims by other nations as to the limits of inland waters. 


II. Lega, Questions INvoLveD 


A. HOW DOES INTERNATIONAL LAW AFFECT A NATION’S CLAIM TO IN- 
LAND WATERS? 


1. Does international law establish a minimum area of inland waters? 

International law has not yet reached the stage where it automati- 
cally confers a certain minimum belt of inland waters on a nation. 
There is gencral agreement on this proposition. The fact that inter- 
national law does not itself establish a minimum belt of inland waters 
is shown by the state of the International Court of Justice in United 
Kingdom v. Norway, that ‘the act of delimitation is necessarily a 
unilateral act because only the coastal state is competent to under- 
take it.” The statement clearly indicates that each nation must 
establish its own belt of inland waters and that in the absence of such 
action, no particular area of inland waters is conferred on a nation 
by international law or in any other way. 

The special master appointed by the Supreme Court in the Cali- 
fornia case reached the same conclusion in his report submitted to 
the Supreme Court on October 24, 1952. The master said: 

The absence from international law of any customary, generally accepted rule 
or rules fixing the baseline of the marginal belt is, indeed, conspicuous (p. 8). 
* %* * (it) is implicit in the positions taken by each of the parties, and in 
the documentary records to which they direct attention, that there is no cus- 
tomary generally recognized rule of international law which establishes auto- 
matically as a matter of common right the criteria by which the baseline of the 
marginal belt is to be located. 

2. Does international law determine the maximum area of inland waters 
that a nation can claim? 


Although international law does not automatically confer a cer- 
tain minimum amount of inland waters on a nation, it does not follow 
that there are absolutely no principles of international law which 
are applicable. Indeed, it generally agreed that a nation is subject 
to international law when it fixes seaward boundaries of its inland 
waters and that such boundaries must be measured against certain 
principles of international law. In United Kingdom v. Norway 
the International Court of Justice emphasized this fact when it stated 
that the fixing of a nation’s seaward boundaries “cannot be de- 
pendent merely upon the will of the coastal state as expressed in its 
municipal law,” and that the validity of seaward boundaries ‘with 
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regard to other states depends upon international law.” (Judg- 
ment, p. 132) 

However, the rules of international law do not indicate with mathe- 
matical certainty exactly how much a nation can claim. The reason 
for this is obvious: Coast lines differ and so do the needs of different 
nations and different peoples. The International Court underscored 
this fact in United Kingdom v. Norway when it said that there were 
no rules of a “technically precise character” by which the validity of 
a nation’s seaward boundary under international law could be 
measured. (Judgment, p. 132.) 

Although it did not lay down any precise or mathematical rules, 
the International Court of Justice did hold that the three basic 
considerations which provide a basis for determining the validity of 
a nation’s boundary under international law are as follows: 

(1) the “base line must not depart to any appreciable extent from the general 
direction of the coast’’; 

(2) the sea areas brought within the base line must be “sufficiently closely 
linked to the land domain to be subject to the regime of internal waters’’; and 

(3) “‘certain economic interests peculiar to a region, the reality and importance 
of which are clearly evidenced by long usage,’’ should not be overlooked (pp. 
132-133). 

These three considerations stated by the International Court of 
Justice are general standards which are to be applied in testing the 
validity of a nation’s claim to inland waters. However, even though a 
nation’s seaward boundaries may not meet the tests set up in the above 
considerations, they may nevertheless be valid under international 
law on the ground of their historical usage. Im United Kingdom v. 
Norway the International Court of Justice said that “by ‘historical 
waters’ are usually meant waters which are treated as internal waters 
but which would not have that character were it not for the existence 
of a historic title.” (Judgment, p. 130.) ‘‘Historic waters” under 
international law are established by usage, occupancy, or a claim by a 
nation for a considerable period of time which shows that certain 
waters are regarded as inland waters and that their status has been 
recognized or acquiesced in by other nations. 


B. WHAT POWER DOES CONGRESS HAVE TO FIX THE SEAWARD 
BOUNDARIES OF INLAND WATERS? 


1. Is the question of our seaward boundaries justiciable—or political— 
or both? 

It has long been recognized that most, if not all, questions confront- 
ing the Federal Government can be divided into two categories: 
(i) ‘‘justiciable” questions to be decided by the courts and (ii) “ politi- 
cal’’ questions to be decided by the Legislature or the executive 
branch of our Government. (See Marbury v. Madison, 1 br. 137, 
165-166 (1803).) The line of demarcation between “justiciable’”’ 
and “political” questions has always been a difficult one to draw, 
depending, as it does, more on judgment and policy than on any clear 
or certain technical rules. The most recent decision in which the 
Supreme Court discussed the factors which make a question “justici- 
able’’ or “political” is Coleman v. Miller (307 U.S. 433 (1939) ) where 
the Court said: 








-- 


ns 


STUDY OF THE SEAWARD BOUNDARIES OF THE UNITED STATES 9 


It would unduly lengthen this opinion to attempt to review our decisions as to 
the class of questions deemed to be political and not justiciable. In determining 
whether a question falls within that eategory, the appropriateness under our 
system of government of attributing finality to the action of the political depart- 
ments and also the lack of satisfactory criteria for a judicial determination are 
dominant considerations (pp. 454-455). 


This historic distinction between ‘‘justiciable’ and “political” 
questions makes it necessary to determine the category into which 
the problem of fixing the seaward boundaries of inland waters falls. 
If the problem here concerned an internal boundary between States 
of the Union, it would be clear that the question would be justiciable. 
In 1892, the Supreme Court held that the determination of the 
boundary between the State of Texas (after it had entered the Union) 
and the Territory of Oklahoma was a ‘‘justic ee and not a ‘“‘polit- 
ical” question. United States v. Texas (143 U.S. 621,641). However, 
the Supreme Court strongly suggested in that case that a different 
conclusion might be required if the external boundaries of the United 
States were involved. The Supreme Court left this clear inference 
by distinguishing several cases cited on the ground that “‘they relate 
to questions of boundary between independent nations” (143 U. 5S. 
639). 

Since the fixing of the seaward limit of inland waters concerns our 
external boundaries, there appears to be a large measure of agreement 
among persons who have studied the question of the seaward bound- 
aries of inland waters that it is not wholly justiciable, i. e., not solely 
for the decision of the courts. In its brief to the Supreme Court of 
July 31, 1951, the State of California urged— 
the determination of our national external boundaries or of our sovereignty over 
any given area falls within the category of questions which, because of their 
international consequences, are political and not justiciable (p. 14). 

To the same effect, the brief for the United States before the special 
master in May 1952, stated: 


The same fundamental postulate of judicial abstention and judicial deference 
to the political branches, in the realm of international affairs, has been applied, 
throughout our national history, to executive determinations as to the nature 
and extent of the Nation’s maritime jurisdiction (pp. 14~-15). 


The special master in the California case reached a similar con- 
clusion in his report to the Supreme Court, where he stated: 


* %* * it seems clear to me that the question whether the national interest 


would best be served by placing the national base line of the marginal belt as 
far seaward as possible is one which calls for ‘‘decisions of a kind for which the 
judiciary has neither aptitude, facilities, nor responsibility and which has long 
been held to belong in the domain of political power not subject to judicial in- 
trusion or inquiry”’ (p. 40). 


The reason for the general agreement that the question is not wholly 


‘‘justiciable” lies in the fact that the fixing of the seaward limit of 


inland waters inevitably has an effect on our foreign relations. ‘The 
long line of Supreme Court decisions which establish the principle 
that questions involving foreign affairs are “political”? questions can 
be illustrated by the following quotation from C. & S. Air Lines v. 
Waterman Corp. (333 U.S. 103 (1948)):? 


? The committee has had available extensive briefs by the United States and the State of California which 
were filed in the pending case between those parties and which cite many cases supporting the “political” 
nature of this question because of its international implications. 
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* %* * the very nature of executive decisions as to foreign policy is political, 
not judicial. Such decisions are wholly confided by our Constitution to the 
political departments of the Government, executive and legislative. They are 
delicate, complex, and involve large elements of prophecy. They are and should 
be undertaken only by those directly responsible to the people whose welfare they 
advance or imperil. They are decisions of a kind for which the judiciary has 
neither aptitude, facilities, nor responsibility and which has long been held to 
belong in the domain of political power not subject to judicial intrusion or in- 
quiry (p. 111). 

However, the fact that a question is not ‘‘wholly justiciable’”’ does 
not necessarily mean that it is “wholly political” in the sense that 
courts can have nothing to do with it. The fact that the responsi- 
bility for the decision of a particular question rests with the political 
branches does not appear automatically to oust a court of jurisdiction 
in all cases. In a number of cases, the Supreme Court has recognized 
the “political” nature of the question involved and then proceeded to 
apply the decision which has been reached by the political branch.* 
To that extent, such questions are “‘justiciable’”’ as well as “political.” 

There is a serious difference of opinion as to whether the fixing of 
the seaward boundaries is the kind of a “‘political’”’ question which is 
also “‘justiciable” at the present time. The State of California has 
urged in recent proceedings in the California case that the ‘‘political”’ 
branches have not made a decision on the questions of our seaward 
boundaries and therefore that the courts have no power to render a 
decision as to our seaward boundaries. The Department of Justice 
has argued, however, in those same proceedings that the policy of the 
United States has been set forth in past actions and in a present decla- 
ration by the executive branch of our Government and that it is proper 
for the court to apply this “political”? decision. The special master 
accepted the argument of the United States in his report to the 
Supreme Court. The Supreme Court will probably act on this issue 
sometime in 1953. 


2. If this is a political question, does Congress or the executive branch 
have the power to decide the question or is it their joint responsibility 


Even if we assume that the fixing of the seaward boundaries of 
inland waters is a“ political’ question, there is a difficult problem as to 
whether the Congress or the executive branch (or both) has power to 
decide the question. 

One point of view ‘ is that Congress has exclusive (or at least joint) 
responsibility for fixing the seaward boundaries because that act will be 
equivalent either to an acquisition or a surrender of our territory. If 
our seaward boundaries are fixed as far seaward as possible within the 
limits of international law, that will be tantamount to the acquisition 
of new territory for the United States. If, on the other hand, our sea- 
ward boundaries are fixed close to the shore line, that will be equivalent 
to the surrender of territory which the United States might otherwise 
have claimed. 

According to this point of view, the responsibility under our Con- 
stitution for such an acquisition or surrender of territory is vested in 


3 Eg. Jones v. United States (137 U. S. 202), Oetjen v. Central Lumber Co. (246 U. 8. 297), Ludecke v. 
Watkins (335 U.S. 160). . 

4 This point of view has been urged by the State of California in the proceedings before the special master 
appointed by the Supreme Court in the California case. 
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the Congress. The disposal or surrender of property of the United 
States is explicitly vested in Congress by article IV of section 3, clause 2 
of the Constitution. Likewise, the argument runs, every constitu- 
tional provision under which the power to acquire territory has been 
implied requires congressional action.® 

The opposing point of view taken by the Department = Justice in 
the proceedings before the master in the California case is that 
congressional action is unnecessary in the fixing of our seaward 
boundaries. It is urged that because the fixing of the seaward 
boundaries is a matter of concern to foreign nations, it is within the 
competence of the executive to decide without congressional action. 
It is said that support for this position is found in prior decisions 
relating to foreign affairs and in the fact that the 3-mile marginal 
belt became a part of our territory ‘by virtue of executive action, little 
aided by congressional action.” (Brief for the United States before 
the special master, May 1952.) 

The special master accepted, by implication, the view that con- 
gressional action is unnecessary in his report to the Supreme Court. 
New light may be cast on this question when the Supreme Court acts 
on the master’s report, probably in 1953. 


3. Does Congress have the power to change a State boundary in fixing 
the seaward limit of inland waters? 


It is entirely possible that the fixing of the seaward boundaries of 
inland waters may have some effect on the boundaries of the coastal 
States. This could happen in one of two ways: (i) The seaward limit 
of inland waters might be fixed in such a way that the outer boundary 
of the marginal belt (which marks the beginning of the high seas) 
would not be as far seaward as a State’s boundaries. Under such 
circumstances, it might be argued that the fixing of the seaward 
boundaries of inland waters would tend’ to curtail the State’s bounda- 
ries. (ii) On the other hand, the seaward boundaries of inland 
waters—and hence the seaward limit of the marginal belt—might be 
fixed further seaward than the State’s boundaries. In that circum- 
stance, a question would arise whether the State’s boundaries are 
automatically extended or could be extended to the seaward limit of 
the marginal belt, or at ‘least to the seaward limit of inland waters. 

In connection with this possible effect on a State’s boundaries, it 
might be urged that the present boundaries of the States constitute 
a limiting factor on the power of Congress to fix the seaward limits 
of inland waters. The argument would be that in the absence of 
consent by the State involved, Congress can take no action which 
would in any way impair or curtail the boundaries of the coastal 
States which were approved when they came into the Union. On the 
other hand, it could be contended that the seaward boundaries of 

5 The Supreme Court has said that, “‘the war power and the treaty-making power, each carries with it 
authority to acquire territory’’ Stewart v. Kahn (11 Wall. 493, 507 (1870)): Chief Justice Marshall in American 
Ins. Co. v. Canter (1 Pet. 511 (1828)). The war power is exclusively vested in Congress by art. I, sec. 8, 
clause 11, of the Constitution. Under art. II, sec. 2 of the Constitution, the treaty power can be exercised 
only with the concurrence of two-thirds of the Senators present. In Dred Scott v. Sandford (19 How. 393, 
446 (1856)), the Court said that. ‘“The power to expand the territory of the United States by the admission of 
new States * * * has been held to authorize the acquisition of territory * * *.’’ This power, like 
the war and treaty-making power, is vested in the Congress by the Constitution (art. IV, sec. 3. clause 1). 
It has also been held that Congress can exercise the inherent power of the United States to acquire territory 


by discovery and occupation See Jones v. United States (137 U. S. 202 (Guano Islands Act, 11 Stat. 119)); 
Mormon Church v. United States (136 U.S. 1, 42 (1890)). 
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coastal States cannot restrict the Federal Government in acting 
under its power over external relations to fix the seaward limits of 
inland waters. 

There are a few legal guideposts to aid in the consideration of these 
problems. One tangent of this problem was considered in United 
States v. Louisiana (399 U.S. 699 (1950)). In 1938, Louisiana sought 
to extend its southern boundary 24 miles seaward of the 3-mile 
marginal belt. The Supreme Court held, however, that the ‘matter 
of State boundaries has no bearing” on the controversy between the 
Federal Government and the State of Louisiana over paramount 
rights to the water area seaward of inland waters. The Court said 
that if “the 3-mile belt is in the domain of the Nation rather than 
of the separate States, it follows a fortiori that the ocean beyond 
that limit also is.” The Court was careful to say, however, that “we 
intimate no opinion on the power of a State to extend, define, or 
establish its external territorial limits or on consequences of any 
such extension vis-4-vis persons other than the United States or those 
acting on behalf of or pursuant to its authority” (339 U.S. 705). 

It could be argued on the basis of these statements in the Louisiana 
case that the fixing of the seaward limits of inland waters has no effect 
on a State’s boundary which extends beyond the resulting seaward 
limit of the marginal belt. As in the Louisiana case, the State’s more 
extensive boundary might not be totally invalid, but merely ineffective 
as against the United States in the marginal belt and areas seaward 
therefrom. The results would be as follows: The State would have 
jurisdiction, control, and ownership of the inland-water area. Beyond 
the seaward limit of inland waters, the area would be under the 
paramount power of the United States even though the State’s bound- 
ary extended into the area. But the State may possess certain powers 
in the area where its boundarigs extend seaward of inland waters even 
though paramount rights and powers are in the Federal Government. 
In Toomer v. Witsell (334 U. S. 385, 393 (1948)), the Supreme Court 
held that South Carolina could regulate fishing within its boundaries 
even though that involved regulation in the 3-mile marginal belt, 
provided South Carolina’s regulatory scheme did not conflict with any 
assertion of Federal power. 

The question is somewhat different where the seaward limit of inland 
waters is fixed beyond the present boundaries of aState. At the outset 
the question arises whether the act of fixing the seaward limits in such 
case would automatically extend the boundaries of a State. Assuming 
that the boundaries of a State could not be automatically changed 
without its consent, the question then arises whether a State could act 
to extend its boundaries. Whether congressional approval would be 
required for such an extension is a difficult question, like the others in 
this section, which cannot be answered categorically on the basis of 
existing precedents. 

If the seaward boundaries of the inland waters and, in turn, of the 
marginal belt are farther seaward than the State’s boundary, the area 
of the United States as a whole might temporarily exceed the sum of 
the areas of the several States. This paradoxical situation, if such it 
be, seems to exist already on the California coast as a result of the 
decision in United States v. California (332 U.S. 19). The court in 
that case pointed out: 
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The Government complaint claims an area extending three nautical miles from 
shore; the California boundary purports to extend three English miles. One 
nautical mile equals 1.15 English miles, so there is a difference of 0.45 of an English 
mile between the boundary of the area claimed by the Government, and the 
boundary of California. See Cal. Const. Act X XI, 61 (1879) (332 U.S. at 23, 
note 1). 


Since the Court held that the United States has paramount rights in a 
marginal belt three nautical miles wide, the area of the United States 
extends 0.45 English miles farther seaward than that of California all 


along the coast. This fact did not appear to trouble the Supreme 
Court. 


4. Assuming that Congress has the power to act, to what extent, if at all, 
is Congress limited by the past action or the failure to act of any 
Federal agency? 

Although it is generally agreed that Congress has never acted to 
fix our seaward boundaries, there is a difference of opinion whether 
the executive branch of our Government has so acted. In the current 
proceedings in the California case, the Department of Justice is con- 
tending that the executive branch in the past has adopted a policy 
which has the general effect of placing the seaward limit in inland 
waters very close to our shores. The State of California, on the other 
hand, contends that a review of history indicates that the executive 
has not adopted such a policy. Consequently, it is necessary to 
consider whether Congress is restricted by either the past action or the 
failure to act of any Federal agency. 

There is good reason to think that notwithstanding past action or 
inaction, Congress is now free to fix our seaward boundaries in ac- 
cordance with the three basic considerations outlined in the decision 
of the International Court of Justice in United Kingdom v. Norway. 
The primary basis for this view is the fact that United Kingdom v. 
Norway is the first comprehensive statement by an international bodv 
of the rules of international law relating to the fixing of the seaward 
boundaries of inland waters. A persuasive argument can be made 
that any position taken by the United States prior to that decision 
was based on a mistaken impression as to international law, or at 
least on inadequate knowledge as to the state of such law. The 
letter written by the Secretary of State to the Attorney General on 
November 13, 1952 (before United Kingdom v. Norway was decided) 
for the purpose of the California case, goes far to establish that there 
was such a mistaken impression. 

The decision of the International Court provides an opportunity for 
the United States, as well as other nations, to reexamine its inland- 
water policy in light of the principles of the decision. Where Federal 
agencies had taken a limited position or no position at all, it would 
seem proper for the Congress to adopt a new position at this time. 
Indeed, the historical résumé of Norway's position by the International 
Court showed a broadening and amplification of Norway’s claims to 
inland waters, thus indicating that the Court did not feel that Norway 
was bound by its earliest statement. Moreover, testimony has been 
brought to the committee’s attention indicating that several other 
countries, including Great Britain, intend to extend their claims to 
inland waters on the authority of the decision in United Kingdom v. 
Norway. 
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In the event that Congress might attempt to claim certain inland 
waters on special historical grounds, a somewhat different situation 
might obtain. A claim made in 1952 that a certain water area is 
inland waters on historical grounds might not be as likely to satisfy 
the requirements of international law as would a claim that had 
been consistently asserted for 100 years. To that extent, inaction 
by Federal agencies may limit Congress. Moreover, positive dec- 
larations by an agency of the United States sometime in the past 
that the United States did not claim a particular water area as inland 
waters would be an even greater handicap to the establishment of a 
historic title now or in the future. However, if enough historical 
data could be adduced to support a claim to a water area, it is entirely 
possible that past action or inaction in this area would not be fatal. 


C. WHAT EFFECT DOES THE ASSERTION OF JURISDICTION BY THE STATES 
AND ACTIONS BY THE STATES AND INDIVIDUALS IN THESE WATERS 
HAVE UPON THE FIXING OF THE SEAWARD LIMIT OF INLAND WATERS? 


During the hearings held by the committee a number of witnesses 
testified that the coastal States have asserted sovereignty over the 
offshore water areas and that the States and their citizens have 
treated these areas as inland waters. It is necessary to consider the 
importance of such facts, assuming their existence. 

In the recent proceedings in the California case, there is a differ- 
ence of opinion whether assertions of jurisdiction by the States in the 
offshore waters are equivalent for the purpose of creating historical 
inland waters to assertions by the Federal Government. The State 
of California insists that they are equivalent, and the Department 
of Justice argues to the contrary. That controversy need not detain 
us here. Whether or not assertions by the States can actually con- 
stitute an assertion by the United States, it is agreed by all parties 
thatassertions by a State would be an appropriate element for one of the 
“political” branches of the Federal Government to consider in deciding 
what to claim for the United States on historical grounds. (Master’s 
report of October 24, 1952, p. 31, note 22.) The short of the matter 
is that such assertions of jurisdiction by a State would provide an 
important basis for any oie that Congress might make to these 
waters on historical grounds. 

Similarly, other actions such as usage and occupancy by individuals 
or by a State may constitute the predicate for a claim by the Congress 
that certain waters are historic inland waters. It is a long-established 
rule of international law that historical usage and occupany are per- 
suasive in showing that a water area is historical inland waters. In 
United Kingdom v. Norway, the Court reviewed the historic evidence 
and concluded that traditional rights in an area which are ‘founded 
upon the vital needs of the population and attested by very ancient 
and peaceful usage may legitimately be taken into account” in fixing 
a nation’s inland waters (judgment, p. 142). 

But claims and actions by States and individuals are not relevant 
only in sustaining a claim to inland waters on a special historic basis. 
Such claims and action would also be important evidence in showing 
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that a particular claim to inland waters is in accordance with the 
general considerations of international law. These claims and actions 
would help show that the sea areas are “sufficiently closely linked to 
the land domain to be subject to the regime of internal waters” 
(United Kingdom v. Norway, judgment, p. 133). Moreover, actions 
by individuals such as long-established fishing habits in a particular 
water area might be helpful in showing “‘certain economic interests 
peculiar to a region, the reality and importance of which are clearly 
evidenced by a long usage”’ (ibid.). 


III. Prominent Metuops or Frixinc SEAWARD BouUNDARIES 


Although nearly all methods involve refinements and special rules, 
four prominent methods of fixing a nation’s seaward boundaries can be 
summarized as follows: 

A. The most restrictive method would be to measure the marginal 
belt from all of the sinuosities of the shore line. As a result of this 
method, the seaward edge of the marginal belt would be an exact 
tracing of the contour of the shore line. To reduce the jagged and 
uneven character of the marginal belt, a slight variation known as the 
arcs-of-circles method has been devised. In the arcs-of-circles 
method, the seaward limit of the marginal belt is fixed by drawing 
arcs of a circle with a 3-mile radius from all points along the coast. 
Under such a method there would be no inland waters and our sea- 
ward boundaries would hug the shore line as closely as possible. 

B. The second method of fixing our seaward boundaries would be 
to determine the existence of inland waters by fixing arbitrary limits 
on the dimensions of inland waters, such as the permissible width 
between the headlands of a bay or the permissible width of channels. 
Thus, for example, a nation might lay down the rule that all bays 
whose headlands are less than 10 miles apart and all channels which 
are less than 10 miles wide are inland waters. In such a case the 
3-mile marginal belt would be measured from the seaward side of 
such bays and channels. The United Kingdom advanced such a rule 
in the recent case against Norway in the International Court of 
Justice. The International Court said, however, that ‘‘the 10-mile 
rule has not acquired the authority of a general rule of international 
law’’ (judgment, p. 131). 

C. A third method of locating our seaward boundaries would be to 
use a combination of the arbitrary distance method and the application 
of a mathematical and geometrical standard concerning the shape of 
the inland waters. For instance, the rule might be laid down that all 
indentations whose headiands are less than 10 miles apart should be 
tested by a complex mathematical formula to determine whether they 
should be regarded as “deep”? bays. This formula, known as the 
Boggs formu!s, makes use of the arcs-of-circles technique, but it 
should not be confused with the arcs-of-circles method (described 
above) of producing a smoother marginal belt. If the bay meets the 
twin standard of the 10-mile rule and the formula, it is regarded as 
inland water and the marginal belt is measured 3 miles seaward from 
the seaward limit of the bay. This method, with certain extensions 
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to take care of other types of inland waters, has been recommended 
by the special master for use in fixing the limits of inland waters in 
the case of United States v. California.® 

D. The fourth method of fixing seaward boundaries is for a nation 
to draw straight lines between points on its coast line. The selection 
of the points between which the straight lines are drawn is made on 
the basis of what would be in a nation’s best interest and of what is 
permitted under international law. This method is the one which 
was used by Norway and objected to by Great Britain in the case of 
United Kingdom v. Norway. The International Court of Justice 
upheld the use of this method by 10 votes to 2 and upheld by 8 votes 
to 4 the particular application of the method made by Norway. As 
this method was applied by Norway, straight lines were drawn between 
points as far as 38 and 44 miles apart. 


IV. Poticy Qurstions THat Must Be Deciprep 


The most vital considerations to be weighed so far as Congress is 
concerned in determining and fixing our seaward boundaries have not 
yet been discussed. These are the policy questions that must be 
decided. The ultimate policy question is whether our Nation’s 
seaward boundaries should hug the shore line or should be as far 
seaward as possible or should be some place in between. In this 
connection it must be decided whether our economic interest is best 
served by seaward boundaries that closely hug the shore line or that 
are as far out as possible, or that are somewhere between these two 
extremes. The same question arises with reference to national 
defense and to our foreign relations. Similarly, there are geographical, 
historical, and law-enforcement considerations that should and must 
be weighed in any decision. 

There may well be disagreement in each particular field on which 
policy is best. Moreover, one interest may be best served by a narrow 
belt of inland waters while a broad belt may be desirable from the 
standpoint of another interest. When that occurs, it will be neces- 
sary to determine the relative weight to be given to the various factors 
involved and which one, if any, of them should have a preponderance 
over all others. <A brief discussion of some of these policy questions 
follows in this section. 


1. Economic interests in broad and narrow inland waters 


The economic life of an entire coastal community may depend upon 
the proper placement of our seaward boundaries. Important offshore 
resources can only be brought within the exclusive jurisdiction of the 
United States by fixing the outer limits of inland waters as far sea- 


* The following is a statement of the Boggs formula as proposed by the Department of Justice and recom- 
mended by the master to determine whether indentations are bays constituting inland waters: ‘for 
indentations having pronounced headlands no more than 10 nautical miles apart a straight line shall be 
drawn across the entrance; the envelope of all areas of circles having a radius equal to one-fourth the lengths 
of the straight line shall then be drawn from all points around the shore of the indentation; if the area en- 
closed by a straight line across the entrance and the envelope of the arcs of the circles is greater than that of 
a semici-cle with a diameter equal to one-half the length of the line across the entrance, the waters of the 
indentation shall be regarded as inland waters; if otherwise, the waters of the indentation shall be regarded 
as open sea. 

“*W here the headlands are more than 10 nautical miles apart, the line shall be drawn across the indentation 
through the point nearest the entrance at which the width does not exceed 10 miles, and the same procedure 
shall be employed to determine the status of the waters inside that line (A/14).”’ 

Some of the committee members are seriously apprehensive of the potential injury to the national welfare 
if this formula is accepted by the Supreme Court and applied by the Executive. 








potent 
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ward as possible. To place the seaward boundaries closer to shore 
might result in a surrender of some of the present and vast potential 
of resources of the seas that the United States might otherwise have 
claimed. In view of the facts we think it would be a mistake to decide 
the location of the outer boundaries of inland waters solely on the 
basis of the question as to whether the particular States or the Federal 
Government shall have the ownership of the oil. 

The right to take the resources of the sea and the resources under 
the sea as between our country and the citizens of foreign nations 
may become a matter of very practical concern. In 1945 President 
Truman by proclamation sought to extend the jurisdiction of the 
United States to the resources under the sea in the Continental Shelf. 
The effect of this proclamation was to stake out a claim to whatever 
natural resources exist in the Continental Shelf under the ocean, but 
it did not include any of the resources in the ocean water itself. 
Immediately thereafter other nations issued similar proclamations, 
some of them being much broader and amounting to an assertion of 
absolute sovereignty clear to the edge of their Continental Shelf. The 
legal effect of these proclamations is not certain and a special com- 
mittee of the United Nations is giving study to it at this time. How- 
ever, in the area which the United States claims as inland waters, 
there is no doubt but that our Nation has exclusive ownership of the 
resources of the ocean as well as the underlying land. 

Mr. John J. Real, manager and wea for the Fishermen’s 
Cooperative Association of San Pedro, Calif., testified briefly at our 
Los Angeles hearings and later filed a statement for the record. Mr. 
Real opposed the claims made by California to a broad area of inland 
waters on the ground that the recognition of such claims would be 
adverse to the economic interests of the fishing industry by causing 
us to lose the fishing rights which we now claim and exercise con- 
tiguous to the coasts of foreign countries. All of the fishing industry 
is not, so we are informed, in agreement with this position; in other 
areas of the country, the fishing industry supports a broader definition 
of inland waters as favoring their economic interest. This difference 
of opinion illustrates the importance of further study of this question. 

While time did not permit us to hear from the industries using our 
coastal waters for the purposes of navigation and passenger and freight 
shipping, they also have a very strong economic interest in where 
and how our inland water boundaries are determined. Moreover it 
is clear that fishing and shipping are only two of the many economic 
interests vitally affected by any decision we make with reference to 
our inland waters. 


2. The effect on national defense 


Foreign warships and aircraft are wholly unrestricted in their 
movement on the high seas, but they are subject to control within 
our seaward boundaries. Consequently, the fixing of the outer limits 
of inland waters and of our seaward boundaries will determine how 
near foreign warships and aircraft may lawfully approach our shores 
and harbor installations. Moreover, the fixing of the outer limits of 
inland waters will determine the location of our neutrality zone for 
that has been one of the historical functions of the marginal belt. 








18 STUDY OF THE SEAWARD BOUNDARIES OF THE UNITED STATES 


Consequently, careful consideration must be given to the military 
dangers to placing our seaward boundaries immediately adjacent to 
our shores and on the other hand to the military advantages to plac- 
ing them as far seaward as permissible under international law. 

On April 25, 1952, the Department of the Navy addressed a letter 
to Congressman Celler, chairman of the Committee on the Judiciary, 
commenting on House Joint Resolution 373, Eighty-second Congress, 
a joint resolution introduced by our colleague, Mr. Yorty, for the 
purpose of declaring the boundaries of the inland waters of the United 
States to pe as far seaward as permissible under international law. 
In that letter the Navy Department vigorously opposed a broad belt 
of inland water and for that reason opposed House Joint Resolution 
373 on the grounds that— 


The United States has always been one of the world’s foremost advocates of 
freedom of the seas * * * because of this the Navy has always advocated 
the 3-mile limit of territorial waters delimited in such way that the outer limits 
thereof closely follow the sinuousities of the coast line * * * The time- 
honored position of the Navy is that the greater the freedom and range of its 
warships and aircraft, the better protected are the security interests of the United 
States because greater utilization can be made of warships and military aircraft. 

The Navy, in effect, says that an extension of our inland water 
boundaries will be followed by similar action by foreign countries and 
that the net result will be that our superior naval power will be kept 
farther from shore lines throughout the world. Therefore the Navy 
argues that we should set an example by fixing a narrow belt of inland 
waters. The assumption of this argument is that other nations will 
follow our precedent. We raise a serious question as to whether or 
not what we do will make any difference to foreign nations. The 
decision in the United Kingdom v. Norway shows that other nations 
have the right under international law to claim a broad belt of inland 
waters. All history shows that people have a tendency to move out 
to the limit of the law. If the United States fails to extend its seaward 
boundaries to the limits of international law on the assumption that 
other nations will follow our precedent, we fear that we will find 
ourselves in a family of nations which have a broad belt of inland 
waters while our seward boundaries are closely hugging our shore line. 
The result would be that foreign warships and aircraft would have 
the right of innocent passage in our marginal belt very close to our 
shore line. 

The Defense Department asserts that we can establish a defensive 
zone outside of our territorial waters and keep foreign warships out 
of that zone. While this may be true and there appears to be some 
precedent for it, the establishment and maintenance of such a defen- 
sive belt depends mainly upon the exercise of power and not upon 
international law. Moreover, the existence of such a zone indicates 
that the United States has a special interest in these areas which 
would make it desirable to set them aside as inland waters. 

The position of the Navy Department as set forth above is supported 
by the position of the State Department in a letter of April 23, 1952, 
addressed to Congressman Celler, as chairman of the House Commit- 
tee on the Judiciary, with reference to the same resolution. In this 
letter, the State Department says: 

This Government has had occasion in recent years to protest in several in- 
stances claims made by a number of nations with a view to extending their terri- 
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torial waters anywhere from 12 to 200 miles. Even then, these nations did not 
have the benefit of so persuasive a reason as would result from the combination 
of an International Court of Justice decision and a United States construction of 
that decision. Moreover, the obvious interests of nations which are not, like the 
United States, strong maritime powers are more likely to be served by an exten- 
sion of their control over their adjacent waters at the expense of the principle of 
freedom of the seas, whereas the interests of the United States would seem to lie 
the other way, whether they concern fishing, commercial shipping and flying, or 
naval and air activities in time of peace and of war. 
The same caveat is raised with reference to the State Department’s 
osition as we have with reference to that of the Navy Department. 
owever, this committee would want to give very careful considera- 
tion to the views of the Defense Department and the State Depart- 
ment in a field so clearly within the special knowledge and duties of 
these two departments of Government and on an issue so vital to 
our national welfare. 


3. Geographical questions in the determination of inland water boundaries 

Whether a particular indentation constitutes a bay or whether 
particular channels should be designated as inland waters must be 
considered in relation to the geographic character of the particular 
coast line and coastal area in which it occurs. For instance, suitable 
shelter for ports and harbors are relatively rare on the Pacific coast 
in contrast to the many which exist on the Atlantic shore. On the 
Pacific coast where places of shelter are at a premium it may well be 
vital to designate every useful indentation as a bay or harbor within 
the exclusive jurisdiction of our Nation. Other geographic factors 
such as prevailing wind, temperatures, tides, and wave action may 
also have a bearing on whether any given indentation or channel 
should be designated as inland waters. 

The proximity of neighboring nations is another geographic factor 
which should guide our determination of our seaward boundaries. 
Where we have maritime neighbors only a short distance across an 
ocean or other body of water, ~ sound diplomacy may dictate that we 
make a more modest claim as to our seaward boundaries than we 
would where there is a vast expanse of ocean between our Nation 
and its maritime neighbors. 

The hearings in Louisiana were particularly revealing in regard to 
the weight which should be given to geographical factors. The trip 
our subcommittee took by air over the shore and coastal area of 
Louisiana was highly informative on this score. There is a startling 
difference between the shore and coast line of Louisiana and Florida 
on the one hand and that of Texas and California, on the other hand. 
To say that these contrasting coastal areas should be treated exactly 
alike with reference to the definition of inland waters would ignore 
geographical factors that are wholly different. 

The Louisiana shore line, which literally changes from day to day, 
raises the question whether some consideration should be given to 
depth of water as a possible criteria in determining the boundary of 
inland waters. On this point, interesting testimony of a technical 
nature showed that at approximately 5 fathoms deep, the tides and 
wind no longer affect or change the contour of the areas below the 
water. But tremendous areas of water along the shore line of Louisiana 
are not 3 fathoms deep. Moreover, Judge Perez, who testified at the 
New Orleans hearing, positively asserted that navigation was an 
essential incident of the marginal belt. If that is true, then the base- 
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line of the marginal belt must be placed far enough out to permit sea- 
going navigation. 

Limitations of time have prevented this subcommittee from holding 
any hearings on the east coast, but such hearing should be held. In 
fact, it is our considered opinion that all portions of our coast line 
from Maine to Alaska should be given careful attention before estab- 
lishing the criteria and the general rules applicable to inland waters. 
The geographical variations in our coast line are so great that criterial 
and general rules which would fit fairly well in major portions of our 


coast line might be inadequate for the geographical situation in 
some others. 


4. Effect of inland water boundaries on law enforcement 


The offshore area has traditionally played a vital role in attempts to 
smuggle narcotics, aliens, and liquor into this country. Sanitation 
along the coast line also is a vital concern to coastal areas because 
vessels can pollute the coast line and ruin resort areas by dumping 
their garbage and other refuse. Law-enforcement officials would be 
aided in minimizing smuggling and the violation of sanitation laws 
if they were able to pursue and apprehend law violators in a broad 
expanse of waters that are within our seaward boundaries. 

A custom belt for law-enforcement purposes of 12 miles has been 
asserted by our country and is generally recognized. It is also 
probable that special sanitation belts can be set up. But it must be 
remembered that we have exclusive jurisdiction over inland waters 
which gives far more control than could be asserted in special belts for 
law enforcement or sanitation purposes. As a matter of fact, the 
ships of foreign nations might dispute our sanitation belt if beyond 
the edge of inland waters, but they could hardly dispute our absolute 
control inside the outer edge of our inland waters on any recognized 
principle of international law. Moreover, the fact that special law 
enforcement and sanitation belts have become necessary is itself an 
indication that these two factors are important and have a definite 
bearing on the location of the inland water line. While these two 
considerations may not be as vital as some others already mentioned, 
they should not be ignored. 


5. Historical usage 


As pointed out above, a nation may be justified in treating waters as 
within its seaward boundaries on the basis of historical facts even 
though such a designation would not otherwise be valid under inter- 
national law. This obviously makes it necessary for careful consider- 
ation to be given to the historic status of our offshore areas in determin- 
ing where our seaward boundaries should be fixed, and emphasizes the 
statement already made that careful, detailed attention be given to 


the entire shore line of the country before the general criteria and 
rules are established. 


6. International practices 


Practices of other nations are important in connection with fixing 
our seaward boundaries, first, because we should be guided by the 
lessons and experience of other nations which have considered this 
problem over a long period of time, and second, because the United 
States must consider the range of choice which would be within the 
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limits of international practice so that it can fix lines on which it 
would be willing to stand in an international controversy. 

The practices of other nations in defining their seaward boundaries 
are widely divergent. Some nations claim the waters of all bays 
and harbors along their coasts regardless of size, while other nations 
claim only the waters of bays having particular dimensions. Many 
nations measure the marginal belt from the outermost island off 
the coast while other nations take account only of islands within 
limited distances from the mainland. As pointed out, the State of 
California has presented to the committee an exhaustive compilation 
of the laws of other nations, with translations, which delimit inland 
waters or fix the base of the marginal sea. A general summary of 
the practices of the various nations based upon the laws as set forth 


in the compilation follows.’ 
I. Islands: 


(1) Base lines along the seaward side of outermost islands, 
islets, rocks and reefs: Cuba, Denmark, Sweden, Norway, 
Saudi Arabia, Iceland. 

(2) Base lines more than 6 miles long drawn around particular 
islands, islets, rocks and reefs: Australia, Denmark, Ecuador, 
Great Britain, Norway, Sweden, Canada. 

Il. Bays: 

(1) All bays claimed as inland waters without regard to dimen- 
sions: Ceylon, Brazil, Denmark, Norway, Great Britain, New 
Zealand, Peru, Sweden, Venezuela, Australia, Russia, Saudi 
Arabia. 

(2) Claims to particular bays of great dimensions: Argentine 
Republic, Spain, Sweden, Australia, Bulgaria, Russia, Canada, 
Denmark, Egypt, France, Japan, Norway, Guatemala. 

(3) Claims to bays of limited dimensions but wider than 10 
miles: Brazil, 12 miles; Greece; 20 miles; Italy, 20 miles; 
Peru, 20 miles. 

(4) Claims to bays of dimensions limited to 10-mile bays: 
Brazil, Germany, Netherlands, Great Britain, Uruguay, and 
Iran. 

III. Ports, entries to ports, roadsteads and harbors included in inland 
waters: Australia, Belgium, Denmark, Great Britain, Poland. 

IV. Base lines drawn between salient points: Brazil, Ecuador, 
Guatemala, Spain. 


IV. Concivusions 


Your subcommittee has not tried to give a definitive answer to the 
seaward boundaries problem. The time at our disposal for study of 
this complicated subject has been too short to attempt more than a 
definition of the problem. In the report we have endeavored to point 
out the areas in which more study is needed, the legal questions which 
confront us, and the policy determinations that must be made. 

Our study has convinced us that the inquiry should be continued 
in the next Congress, and that the new committee should be provided 
adequate funds to employ the necessary experts to assist it in resolv- 


' The compilation presented by California has been challenged in some quarters on the ground that many 
of the laws cited do not distinguish between inland and territorial waters 
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ing the complex economic, legal, and policy questions which we have 
outlined in this report. Although it may not be possible for the 
committee to lay down a hard and fast rule or formula for the fixing 
of the seaward boundaries of our inland waters, we believe that it 
can recommend the general criteria to be applied, following which 
Congress can and should establish such criteria and general “polici ies 
as it finds proper as a clear expression of the will of the legislative 
branch in this field. 

We do not believe that it is practical for a congressional committee 
to draw the seaward boundaries of our inland waters. After the 
Congress has established the criteria for such a line and declared the 
general and controlling principles under which it is to be fixed, the 
job of applying these rules on the ground should be delegated to a 
commission which should be directed to fix the line by ac tual survey 
and report the same to Congress for its approval. 

Washington, D. C., December 29, 1952. 


Cian ENGLE, Chairman. 

KEN REGAN. 

Luioyp M. Bentsen, Jr. 

SAMUEL W. Yorry (Except as to the conclusions.) 
Norris Poutson. 

Witiiam H. Harrison. 

Hamer BupcGe. 
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COMMITTEE ON UN-AMERICAN ACTIVITIES 
ANNUAL REPORT FOR THE YEAR 1952 


Statement by John S. Wood, Chairman of the Committee on 
Un-American Activities 


Since this annual report to the Congress from the Committee on 
Un-American Activities is the final one to be submitted under my 
chairmanship, I wish to extend a personal message to the Congress 
and the American people. 

First, I would like to express my thanks to my colleagues on the 
committee for their excellent cooperation during my tenure as chair- 
man. I am especially proud that there has been no occasion where 
political considerations have been allowed to interfere with the prog- 
ress of the committee’s work. Those of us who have devoted our 
lives to public representation recognize full well the necessity and 
benefit derived from our system of political parties. We must, how- 
ever, equally recognize the necessity of keeping political considera- 
tions from influencing such duties as are charged to the Committee 
on Un-American Activities. I can proudly state that the representa- 
tion on this committee has not been bipartisan, but rather nonpartisan. 
It has been Americanism against un-Americanism. The position of 
the members has not been to determine how to best serve a group or 
a party, but how best to serve the interests - - ir United States. 

Juring the relatively short existence of this country as a free 
republic, a sizable portion of our heritage aa our friends have laid 
their lives down to preserve the rights and freedoms which allow 
us to express in the Halls of Congress the views of the people we 
represent. Our young country has faced many formidable enemies 
in the past and has survived while older nations have perished. 
Today we face an avowed enemy whose potential danger is probably 
greater than any we have ever faced. 

Irom my experiences, however, I feel that we can face the future 
with optimism. In addition to an inherent love of freedom, the 
American people have become aware of the efforts to subvert these 
freedoms. I have been fortunate enough to observe that the American 
people, once apprised of the existence of subversive influences, not 
only reject them but strike out with resoluteness to destroy them. 

I am pleased to state that the committee has received complete 
cooperation from responsible individuals in all segments of American 
life. The realization has come that our Government, industry, labor, 
and organizations can continue to exist only if free of subversive 
elements. 

The attacks upon the committee are certainly no less vile nor vocif- 
erous, but the sources of these attacks are now much more readily 
discernible for what they are. 
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I wish that upon my retirement I might be able to state that the 
duties of the Committee on Un-American Activities have been com- 
pleted. I regret, however, to state that this is far from the fact. 
While it is true that great strides have been made, the legislative 
mission of the Committee on Un-American Activities is far from com- 
a The Congress must accept responsibility to act upon effective 
egislation to combat subversion. 

I leave the chairmanship of this committee with the confident belief 
that the Congress and the American people will continue to extend 
to the committee the full support and cooperation that it needs and 
deserves and has so faithfully received in the past. 


[s] Joun S. Woon. 








FOREWORD 


Pursuant to its duties to the House of Representatives, the Com- 
mittee on Un-American Activities has prepared this report to reflect 
the results of hearings and investigations during the year 1952. The 
committee was made a standing committee of the House of Represent- 
atives by Public Law 601 (sec. "121, subsee. Q (2) ), which was adopted 
August 2, 1946, in the Seventy-ninth Pearce and House Resolution 
No. 7 of the Eighty- second Congress. 

This report to the Congress serves as notice of the extent to which 
subversive activities and propaganda have been successful against 
our form of government. The committee realizes that this report 
embodying the results of the committee’s investigations and hearings 
during the past year is of singular importance. The critical nature 
of the times makes it doubly important that the people and the Con- 
gress be fully aware of the ‘danger from subversive elements. 

During the past year, the committee has had the benefit of informa- 
tion and testimony from several persons who at one time had been 
members of the Communist Party and who, having recognized that 
communism is unequivocally determined to overthrow our form of 
government, broke away from the conspiracy. It must be under- 
stood that these persons have not appeared before the committee for 
penitent confession, but rather to furnish valuable first-hand infor- 
mation concerning the Communist conspiracy. The committee realizes 
that it is not an easy thing for a person who has once been a part of 
such a debasing element as communism to recount his part in it. 
Fortunately, however, patriotism has outweighed pride in many of 
these witnesses, and they have chosen to assist the Government by 
furnishing it with all possible information in their possession regarding 
subversive activity. ‘The testimony of other witnesses, while reluctant, 
was nevertheless helpful i in adding to the sum of knowledge now pos- 
sessed by the committee and the American people. 

While the American people and their Government were fortunate to 
have this testimony, some of the witnesses themselves were not. In- 
stances have come to the committee's attention where several of these 
witnesses have been forced from gainful employment after testifying. 
Some have been released from the ¢ employment which they competently 
held for years prior to their testimony. This action on the part of 
present or prospective employers seems grossly unfair to the com- 
mittee. An examination of the testimony of a large group of these 
witnesses conclusively reveals that they did not join the Communist 
Party to participate in any action designed to overthrow the United 
States. They joined in some instances to defeat Hitler, or support 
labor, and it was only long after their association with the Communist 
Party that they learned the true intent and purpose of this organiza- 
tion. Every reasonable step should be taken to safeguard the eco- 
nomic future of individuals who have contributed to the knowledge 
now possessed by our Government concerning the efforts of organiza- 
tions and individuals presently working against the security of the 
United States. 

During the past year, the committee intensified its investigation of 
Communist efforts and successes in infiltrating vital defense areas, 
Through these investigations and hearings, it ‘has become more ob- 
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vious than ever that communism had made dangerous inroads into 
several unions or union locals which are of strategic importance in 
our defense effort. For the most part, union members in the United 
States are completely loyal and patriotic. However, in numerous 
instances, the average union member has been unaw are that, through 
his own ‘apathy for union affairs, the union or local to which he 
belongs is under the domination of communism. 

The committee’s investigations into communism in vital defense 
areas were centralized in the past year in the areas of Detroit, Mich., 
Chicago, Ill., and Philadelphia, Pa. The committee was shocked to 
find domination of some unions and locals by the Communist con- 
spiracy. In almost every instance it has been found that the Com- 
munists have managed to seize control of these locals even though 
their numerical stre ‘ngth was in minute proportion to the total mem- 
bership in the unions. It has been found in some instances that 
practically the only Communists within a local were individuals 
holding official positions in that local. It is regrettable that in many 
instances the membership of the local was unaware that its leaders were 
Communists until they were identified in testimony before this com- 
mittee. The committee has been charged with attacks upon labor 
because of its exposure of communism in the areas mentioned above. 
However, the committee appreciates, as do all Americans, the ad- 
vances made by the labor movement in the United States and finds it 
unfortunate that there are instances in which Communists have utilized 
labor for their own nefarious ends. For this reason, the labor move- 
ment itself must exhibit constant and continuing vigilance and make 
every effort to remove from its ranks those elements which are domi- 
nated by communism and the agents of a foreign conspiracy against 
human freedom and free labor. 

One of the most important discoveries made by this committee grew 
out of testimony taken in Philadelphia concerning the institution 
and operation of a city-wide underground organiz: ition. This organi- 

zation existed in the third largest city of the United States and its 
membership was unknown even to the Communist Party ee 
who were responsible for all open party activity in this ar Each 
individual selected by the organizer was screened very aiale in an 
effort to weed out those of whom there was attached the slightest 
doubt of party loyalty. After the selection of an individual, it was 
his duty to disassociate himself from all other known sections of the 
Communist Party, even if this action entailed the alienation of life- 
long friends who might inquire as to his new party work. During this 
period he was to devote himself to study and preparation for the task 
ahead. All personal contact with other individuals connected with the 
underground was made in public places, where it would be virtually 
impossible for investigators to obtain the gist or text of discussions. 
These discussions centered around the oper at ing experiences of under- 
ground movements in 7 cities and countries, and their application 
to the Philadelphia are Elaborate systems of communication be- 
tween these groups were aevenlis coded telephone calls in the dead 
of night were used to announce the time and place of the next meet- 
ing. “Even certain repair shops were designated as message drops to 
announce important decisions affecting the operation of the under- 
ground movement to others, when other means of communication had 
failed. Articles containing instructive messages were to be left to be 
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repaired and then picked up by other members. The cell or basic unit 
of this underground apparatus at no time contained more than three 
individuals and the structure of association pyramided so that an 
individual would know no more than three other members of the 
apparatus. The cell or basic group was autonomous in the respect 
that all membership dues, names, and so forth, remained the prop- 
erty of the basic group. So that quick and confidential dissemination 
of party information could be effected, mimeograph machines were 
obtained by the underground and cached with members of this organi- 
zation to insure that in event of complete destruction of all present- 
day means of printing and distribution of information, the party’s 
work could go on. Further information relating to the aims and 
purposes of this section of the Communist Party is set forth under 
the subtitle “Communist Infiltration Into Basic Industries in the 
Philadelphia Area.” 

We must, in these days of extensive defense production, obviate the 
possibility of any individual or group hampering vital production in 
order to advance the cause of our enemies. The committee recognizes 
that it has a serious obligation to intensify its investigations, not only 
in the areas which have already been mentioned but in other areas 
vital to our defenses and in which communism is exerting an influence. 

The committee ascertained during the past year that communism 
has developed cells within so-called professional groups in the United 
States. It has been found that within the city of Los Angeles and its 
suburbs important cells of the Communist Party have been formed 
and are active within the medical, legal, and journalistic profes- 
sions. The committee has had startling testimony to the effect that 
in some instances members of these professions could be utilized as 
espionage couriers. On this point, the committee heard testimony 
that instructions had been given to Communist Party officials in Los 
Angeles that, if it were necessary for the Communist Party to go 
underground, the offices of Communist physicians could be used as a 
clearing house for the exchange of information. A witness before 
the committee testified that, according to the plan, a Communist official 
would furnish instructions to a Communist physician, who in turn 
would pass along these instructions to Communist Party members 
who would visit the doctor under the guise of patients. 

The committee’s investigation relating to communism in the profes- 
sional groups served to strengthen the committee’s position that the 
National Lawyers’ Guild is the “legal bulwark” of the Communist 
Party. The committee received testimony that those members of the 
Communist Party who were in the legal profession were required to 
be members of the National Lawyers’ Guild also. 

During the course of the past year, the committee continued the 
investigation and hearings which first began in 1951 relating to the 
scope and success of Communist infiltration into the motion-picture 
industry. The committee still has a number of witnesses to be called 
in connection with the investigation of the motion-picture industry. 

The committee also feels that as a result of the hearings relating to 
the Communist infiltration of the motion-picture industry, that the 
extensive financial reservoir which had existed in Hollywood for 
Communist purposes has been greatly diminished. 

The committee has focused attention on the role that has been 
played by the Communist press in the Communist conspiracy. While 
it is true that the average American has never read, and probably 
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knows little about, Communist publications in the United States, the 
committee would again like to point out that the Communist press 
plays a vital role in Communist operations not only within the United 
States but internationally as well. Through the utilization of official 
Communist Party organs such as the Daily Worker, the People’s 
Daily World, and others, international communism is able to furnish 
Communist Party members within the United States the official policy 
or line that is to be followed. It has been disclosed through testimony 
that from time to time the Communist Party will set up apparently 
independent news services or news bureaus which serve as nothing 
less than pipelines for official Communist direction to Communist 
Party leaders in the United States. 

The Communist Party in the United States has for years directed 
all-out efforts to gain control of various youth movements within the 
United States. It realizes that in order to become more powerful it 
must make inroads among the youth of the United States. The com- 
mittee conducted several hearings which disclosed that, by and large, 
American youth has repulsed Communist efforts to recruit him. 

The committee also heard during the year testimony of Dr. Ed- 
ward U. Condon, former director of the National Bureau of Standards. 
As a result of this hearing, the committee is of the opinion that while 
it has no proof that Dr. Condon was ever a member of the Communist 
Party his persistent association with people who were either disloyal 
or of suspected loyalty, coupled with his public endorsement of some 
of these associates in the face of unshaken testimony to the contra 
and his failure to make any inquiry to ascertain the true facts, as well 
and his obvious contempt for any form of security regulations dis- 
qualify him from holding any position in which he would have access 
to information of a confidential or secret nature. 

The committee also, upon the basis of a petition filed by several em- 
ployees of the Army Signal Corps Intelligence Agency, conducted 
an investigation into charges that there were subversive elements and 
security risks within that agency. As a result of the committee’s 
investigation it was disclosed that for a period there was a noticeable 
security laxity in that agency which, on the strength of these em- 
ployees’ complaints, were carefully examined by Army authorities. 
The committee is satisfied that, as a result of the complaints and the 
committee’s investigation, a much stricter security enforcement has 
been effected in the Si onal Corps Intelligence Agency. 

In order that the American public might fully realize that the 
Methodist Federation for Social Action is using the name of one of 
our largest and certainly most loyal religious bodies without authori- 
zation, the committee prepared and released a report which was a 
review of the Methodist Federation for Social Action. 

The committee would like to state that during this year there has 
been an unprecedented demand upon its file and record service and, 
more than ever before, by the executive branch of the Government. 
There has been a widespread demand upon the committee for its 
publications. We regret that in many instances publications are ex- 
hausted before they are secured by all those desiring them. Wherever 
possible, the committee has had additional prints made. 

In this annual report, the committee feels that the Congress and the 
American people will have a much clearer and fuller picture of the suc- 
cess and scope of communism in the United States by having set forth 
the names and, where possible, the positions occupied by individuals 
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who have been identified as Communists, or former Communists, dur- 
ing the past year. In the matter of hearings relating to the motion- 
picture industry and professional groups, the committee is including 
those individuals who were named during 1951, inasmuch as these 
hearings have been of a continuing nature. 

As in the past, and in accordance with provisions of applicable law, 
the committee is recommending several legislative proposals. In 
order that the Congress may appreciate the value of the committee’s 
records, there are being included all of the recommendations which 
have been made by this and preceding committees since the Seventy- 
sixth Congress. 


INVESTIGATIONS AND HEARINGS IN INDUSTRIAL 
AREAS OF THE UNITED STATES 


During the year, the committee has continued its investigation 
of Communist activity in industrial areas: Detroit, Chicago, Los 
Angeles, and Philadelphia. At the same time investigations have been: 
continued or started in other localities. 

The committee considers investigations and hearings in the many 
industrial areas to be most important. The investigations to date 
have disclosed that in these areas Communist activities revolve around 
the members of the Communist Party who have infiltrated or are 
controlling the labor organizations. We have found leaders of the 
Communist Party on union payrolls in these areas; Communist leaders 
who, while posing as trade-unionists, are directing Communist activi- 
ties among youth, students, educators, professional and white-collar 
workers, and all other workers, organized and unorganized. We 
have found that these same unions are the major source of revenue for 
schools, newspapers, and periodicals operated and/or published by 
members of the Communist Party for the purpose of furthering the 
cause of communism. Of course, these vehicles of propaganda are 
never identified with the Communist Party but are fraudulently 
identified in some manner with labor. This has been done in order to 
brand attacks upon them as “antilabor,” just as the exposure of indi- 
viduals in labor unions as Communists is branded as “antilabor.” 
By identifying an organization or publication with labor, the Com- 
munist Party has found that it is able to sell the worker on enrolling 
or subscribing as a means of helping himself to become a better trade- 
unionist. The workers learn only too late that they have been in- 
doctrinated with communism, some to the extent of actually joining 
the Communist Party. These Communist trade-unionists are also 
the creators of organizations called by innocent names but which also 
have the purpose of furthering communism. 

The committee considers the failure of certain trade-unionists to rid 
themselves of Communists to be a national disgrace, directly affecting 
the security of the United States. This statement does not imply that 
the disgrace is the fault of the average worker, for he needs leadership 
and protection in this battle. This leadership and protection have 
been denied him in many instances by labor, management, and the 
Government itself. Examples of this have come to light during the 
committee’s investigations. . 

Take the case of workers employed by International Harvester in 
those plants where the Farm Equipment Council of the United Elec- 
trical, Radio, and Machine Workers—Independent, hereinafter re- 
ferred to as UE-FE, acts as bargaining agent. Hundreds of workers 
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desiring to bring the membership under unions not dominated by Com- 
munists have devoted their nonworking hours to acting as voluntary 
organizers for non-Communist unions which they hope. will supplant 
UE-FE as their bargaining agent. In the plants where the other 
unions have not defeated the UE-FE, these vo oluntary organizers have 
been expelled from the Communist-dominated UE-FE ~and thereby 
left without an agent to handle their demands or grievances. With- 
out this union representation, some management personnel has taken 
advantage of these workers w ith the result that the workers lose almost 
evel rything as a reward for their effort. Some have even lost their 
employment on the insistence of the Communist-dominated UE- FE. 
All of these voluntary organizers would lose their employment in the 
event of a closed-shop contract between International Harvester and 
DE-FE. 

This threat to the security of workers trying to clean Communists 
out of control of their union acts asa deterrent to other trade- unionists 
who would like to take an active part in the fight against communism. 
Organizers with families to support and financial “obligations to ful- 
fill cannot sacrifice their future without assistance in the fight. 

In addition to the fact that the organizers receive no assistance in 
this fight, they also fail to receive the support of a majority of their 
fellow workers who are anti-Communists. Ac: ‘ording to the com- 
mittee’s investigations, this latter category of workers fail to support 
organization efforts by a union such as ‘the UAW because they distrust 
the UAW. This distrust results from the apparent failure of the 
UAW to drive out the Communists in positions of leadership in cer- 
tain of its own locals. 

Harvester workers in the Chicago area are well acquainted with the 
affairs of local 453, UAW, called the Little Kremlin, an amalgamated 
local in the vicinity of Cicero, Ill. They recall that when local 453 
decided to comply with the non-Communist affidavit provision of the 
Taft-Hartley law the president and certain other officers resigned their 
position because they were Communists. However, the Harvester 
workers also know that this did not affect the leadership of local 453. 
They know that Hilliard Ellis and Sven Anderson had positions cre- 
ated for which no non-Communist affidavit would have to be filed, had 
themselves appointed to these positions, and, from these positions, con- 
tinue to control the affairs of local 453. As can be readily seen, this ac- 
tion circumvents the spirit of the law, and, as a matter of fact, this 
should have been investigated by the NLRB for a determination as to 
whether there existed a conspiracy to violate the non-Communist 
afhdavit provisions of the Taft-Hartley law. Irrespective of whether 
there has been a violation of the law, the fact remains that no action 
has been taken in this situation by the UAW. This, on top of the un- 
healthy condition within local 600, UAW, Detroit, has lost for UAW 
much support. 

The Government can render ‘valuable assistance to Harvester and 
all other workers represented by Communist-dominated unions and 
can assist UAW and other non-Communist internationals in cleaning 
out their locals which are heavily infiltrated or controlled by members 
of the Communist Party. The legislation which has been given much 
consideration by your committee will also force Communists out of 
positions of leader ‘ship in the union locals. 

It is the committee’s recommendation that legislation be enacted 
which will empower an agency of the Government to make investiga- 
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tions of labor organizations to determine whether any national, inter- 
national, local, or other organic labor organization is controlled, or 
dominated by, or has, as officers or leaders, ‘members of the C ommunist 
Party or other totalitarian organizations. An affirmative finding 
should therewith deny to the labor organizations harboring such mem- 
bers all facilities of the NLRB. 

The committee hesitates to recommend that the NLRB be desig- 
nated as the investigative agency referred to above for reasons which 
seem to the committee to be repeated failure on the part of the NLRB 
to investigate the activities of existing Communist-dominated unions, 
activities which apparently circumv ent the intent of the Taft-Hartley 
Act and place non-Communist unions and industry to the dis- 
advantage of the Communist unions. 

It is further recommended that, with the enactment of this legisla- 
tion, the non-Communist affidavit now required be eliminated. This 
provision of law, after a start as intended by its authors, is now work- 
ing to the benefit of members of the Communist Party engaged i in the 
field of labor. Scores of union officials who have filed non-Communist 
affidavits, and who have been witnesses before your committee and 
Federal grand juries, have refused, on the grounds of possible self- 
incrimination, to answer questions relative to their Communist affilia- 
tion. Evidence before the committee conclusively shows that certain 
of these union officials are still affiliated with the Communist Party, 
though they have non-Communist affidavits on file. Many workers 

‘annot understand why these Communists have not been prosecuted 
for filing fraudulent affidavits, but this failure to prosecute is under- 
standable when we realize that an individual, in signing the non- 
Communist affidavit, swears only that he is not a member of the Com- 
munist Party on the day he affixes his signature. He can be, and in 
most cases is, a member of the Communist Party on the day before 
and the day after he signs the affidavit. In addition to enjoying the 
facilities of the NLRB, the Communist union leaders, as a result of 
their filing the non-Communist affidavit, have an argument to use 
against those who claim that they are Communists or that their unions 
are Communist-dominated. The Communist labor leader answers 
that he has signed a nen-Communist affidavit and that certainly he 
would be prosecuted if he were a Communist. The average worker 
does not consider the above technicality, and the Communists win an 
argument and support. So that this support which the Communist 
receives may be understood, it must not be forgotten that he is ren- 
dering the services of a trade-unionist, which in most cases equal or 
excel ‘the services rendered by non-Communist union officials. This 
excellent service rendered by the Communists can assist the Com- 
munist Party in gaining control. It is continued until the Com- 
munist Party has absolute control. 


Derrorr 


The committee’s hearings in Detroit, Mich., in February and March 
1952, climaxed a 7-month investigation in the State of Michigan. 
The hearings constituted only a partial revelation of the C ommunist 
activities uncovered during the investigation. The elements of in- 
filtration and control touched upon during the hearings were also 
only partial. 

This can be better understood by the fact that during the investi- 
gation the identity of over 600 individuals who were or are still 
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members of the Communist Party was learned. Yet, during the hear- 
ings only about one-third of these were identified. Those identified 
during the investigation included students and former students at 
the major universities-in Michigan. They included teachers through- 
out the State, professional workers, and others from almost every 
phase of life in Michigan. Also identified during the investigation 
were the Communist clubs operated in most areas of Michigan, as 
well as in industries in localities outside Detroit. Those individuals 
and clubs identified, but not the subject of the hearings held, have 
been under continuing investigation. However, the committee’s 
limited investigative staff makes it impossible to proceed as rapidly 
as desired. 

During the hearings, the committee received detailed testimony 
from many individuals at one time active in the Communist Party 
of Michigan. Through these witnesses, we learned of the control ex- 
ercised by the Communist Party over the great auto industry’s unions 
in the Detroit area. We also learned how the Communists control 
the activities of Communist-front organizations operated in the 
State of Michigan. These organizations, such as the Michigan chap- 
ters of the Civil Rights Congress, American Committee for Pro- 
tection of Foreign Born, Committee for Peace, Labor Committee for 
Peace, and the National Negro Labor Council, have played an im- 
portant role in fostering the policies of the Communist Party in the 
State of Michigan. 

Through the Civil Rights Congress, funds have been raised for the 
defense of Communists tried or being tried for violating the provisions 
of the Smith Act. Propaganda in support of Communists and advice 
on the procedures Communists should follow if arrested, on trial, or 
witnesses before congressional committees is given by the Civil Rights 
Congress. During your committee’s hearing in Detroit, William L. 
Patterson, national executive secretary of the Civil Rights Congress 
and a Jeading Communist functionary, was in Detroit conferring with 
the Communists subpenaed and directing them in their conduct before 
the committee. 

Through the American Committee for Protection of Foreign Born, 
funds were raised to defend those Communists guilty of violating im- 
migration laws. It provides legal services to Communists who need 
them to defend themselves in proceedings instituted by the Immi- 
gration and Naturalization Service. While no instances of the Ameri- 
can Committee for Protection of Foreign Born defending non-Com- 
munists came to the attention of the committee, it was established in 
Detroit that this organization resorts to a form of blackmail against 
those fighting the Communists. It accomplishes this by circulating 
among the many foreign-born residing in Detroit circulars intimida- 
ting all who can give testimony against the Communist Party and its 
leaders. 

The Michigan Committee for Peace and the Labor Committee for 
Peace are other Communist fronts operating in Michigan. The inves- 
tigation and hearing established beyond doubt that they are dominated 
and led by members of the Communist Party. These groups are more 
vicious than all the others because they are playing on the nerves 
of mothers and fathers of American youth stationed in America’s 
Armed Forces, especially those fighting in Korea. These organizations 
have only one role, irrespective of their claims—that of supporting 
the Korean policy of the Soviet Union, Red China, and Communist 
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Korea. They have a direct connection with the Communists, as shown 
by the fact that, through these organizations, parents and relatives 
are receiving word from those Americans being held captive by the 
Communists. These organizations have drawn to them many honest 
Americans who are unable to see through their propaganda, blinded 
by the love they hold for one close to them fighting in Korea. Unless 
these organizations are completely exposed, they will continue to draw 
honest Americans into the web of communism. 

The National Negro Labor Council is a Communist-front organiza- 
tion, designed to infiltrate communism into Negro life. By accusing 
established labor organizations of overlooking the needs of the Ne- 
groes, it hopes to capture more Negroes for communism. It deals in 
propaganda and deceit to put across its line. One illustration of this 
ante seen from the following incident: 

William R. Hood telephoned the Ford Motor Co. and asked for an 
appointment to discuss labor problems affecting Negroes. He sought 
the appointment, as president of the National Negro Labor Council. 
He was advised that the Ford Motor Co. refused to discuss any prob- 
lems with the National Negro Labor Council. Hood then requested 
the appointment as recording secretary of local 600, UAW, which 
position he also held. After the interview, Hood, who was accom- 
panied by Coleman Young, claimed that the National Negro Labor 
Council had obtained certain benefits for the Negro worker. He ex- 
plained these benefits as being in the main an agreement to hire Ne- 
groes in the bomber plant which Ford was repairing. ‘The Communist 
National Negro Labor Council claimed that never before had Negroes 
been hired in this building. This claim is false, as all Ford workers 
know, but, in making the claim in the Communist Worker, they knew 
that Negroes in other parts of the United States did not. The Com- 
munists have thereby used the story to convince unsuspecting Negroes 
that in the National Negro Labor Council they find their only friend. 

Local 600, UAW-CIO, is the largest labor local in the world. Its 
gigantic size resembles an international union. It has a treasury in 
excess of $300,000. Local 600 has always been the prime target of 
the Communist Party. While the actual number of Communist Party 
members is proportionately small, through their control of the left- 
wing element within the Ford empire they have always elected a large 
number of officers. In certain of the buildings, such as the foundry, 
the Communists have always controlled the labor organization. This 
control of units, such as the foundry, has given the Communists control 
or near control of local 600’s executive council and, through the coun- 
cil, control of local 600. Most of local 600’s presidents have been non- 
Communist and some even anti-Communist, but, as our hearings point- 
ed out, the Communists are usually in control. Carl Stellato, president 
of local 600 at the time of the committee’s hearings was in such a posi- 
tion. It has been reported that he is using the Communists to combat 
the attempt of the international president, Walter Reuther, to replace 
him as president. He, Stellato iitemes that he can control the mem- 
bers of the Communist Party. But the evidence shows the opposite to 
be the fact. Irrespective of his purpose, the committee’s investiga- 
tion and hearings have established that he has surrounded himself with 
individuals who were or are members of the Communist Party, all of 
whom, regardless of their current membership status, are subservient 
to the Communist Party. His administrative assistant, Johnson, was 

H. Rept. 2516, 82-2 2 
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at one time an officer of the foundry unit of the Communist Party. 
Many of the union’s top advisers and union employees are also subser- 
vient to the Communist Party. Ways must be found to remove the 
Communists from their positions of control of this large local whose 
members play such an important role in America’s defense. 

The hearings show that great strides have been made in removing 
them from the other auto locals. In congratulating the workers in 
these locals for ridding themselves of Communist leadership, the com- 
mittee wishes to point out that evidence uncovered during the investi- 
gation discloses that Communists formerly employed in white-collar 
positions are taking up trade work and, as unknowns in the com- 
munity, are obtaining employment in the auto industry. Some of 
these are already working within various locals. 

Testimony regarding various phases and aspects of Communist 
Party activities in the Detroit area which was given to the committee 
by Richard F. O’Hair, Walter Scott Dunn, Wayne Salisbury, Wil- 
liam A. Record, Berenice (“Toby”) Baldwin, Casimir Rataj, Elesio 
“Lee” Romano, Shelton Tappes, Dave Averill, and Leon England was 
of great assistance. ‘Those persons who are interested in keeping our 
labor unions and other groups free of the Communist ensnarement 
which these witnesses clearly exposed should find their testimony most 
enlightening. 

The following persons were identified as members of the Communist 
Party during the course of the Detroit hearings: 


Identified by 
sereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Dave Averill, Mar. 12, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Acciacca, Archie 
Ford Motor Car Co. 


Adamski, Stanley 
Member, United Auto Workers, CIO 
Adiken, G. 
Ahrens, George 
Allan, Stephanie 
(Mrs. William Allan) 
Wife of Daily Worker correspondent 
Allan, William (Billy) 
Communist Party organizer, 
Worker representative 


Wayne B. Salisbury, Feb. 27, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O'Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes» Mar, 12, 1952. 


Daily 


Allison, Helen 
(Mrs. Carl Winter). 
son Winter.) 
Alston, Chris 
Officer, East Side Council, Communist 
Party; employee, Packard Motor 
Car Co. 
Anderson, Gus 
Painter 
Anderson, James 
Local 600, United Auto Workers, C1O 
Anderson, John 


(See Helen Alli- 


Richard F. O’Hair, Feb. 25, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Walter Seott Dunn, Feb. 26, 1952. 
Richard F, O’Hair, Feb. 25, 1952. 


Trade-unionist, Local 155, United Wayne B. Salisbury, Feb. 27, 1952. 
Auto Workers, CIO 
Anderson, Thomas Richard F. O’Hair, Feb, 25, 1952. 


Educational director, Branch 1, Sec. 


Walter Scott Dunn, Feb. 26, 1952. 
5, Communist Party 








Asslin, Midge (Mildred). 
Communist Party functionary 


Richard F. O’Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
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Bailey, Gay 
Baker, Foss 
Lansing, Mich. 
Baltic, Nick 
Transferred to Pittsburgh, Pa., 1945 
Banks, Rose 
Barclay, Sidney 
(Also known as Scotty) 
Employee, Hudson Motor Car Co. 
Barnes, Oscar 
Employee, Cadillac Motor Car Divi- 
sion of General Motors. 
Baron, Donnie 
United Auto Workers, CIO. 
Beiswenger, Ann 
(Mrs. Hugo Beiswenger) 
(Appeared Ieb. 28, 1952; refused to 
affirm or deny Communist Party 
membership. ) 


3eiswenger, Hugo, Jr. 
7485 Parkland, Detroit 
(Appeared Feb. 26, 1952; refused to 
affirm or deny Communist Party 
membership. ) 
Beiswenger, Hugo, Sr. 
Jackson, Mich. 
Berenson, Izzy 
(Isadore) 
Operator of newsstand, Detroit; 
Daily Worker agent. 
Bernstein, Joe 
Financial Secretary, District 7, Com- 
munist Party, Michigan. 
(Appeared Feb. 26, 1952; refused 
to affirm or deny Communist 
Party membership.) 
Berry, Abner 
Editor of Daily Worker 
sigford, Al 
Jackson, Mich. 
Bigford, Esther 
Jackson, Mich. 
slack, Mr. 
Employee, Ford Motor Co. 
Blossom, Ray 


Blyth, Larry 
Marine City, Mich. 
Boatin, Ann Vartainian 
(Mrs. Paul Boatin) 
Local 600, United Auto Workers, CIO, 
Boatin, Paul 
(Appeared Mar. 11, 1952; refused 
to affirm or deny Communist 
Party membership. ) 


3ollin, Cliff 
Employee, Hudson Motor Car Co. 
Sollin, Shirley 
(Mrs. Cliff Bollin) 
Borad, Murray 
Bond, Jerry 
Boskey, Harry 
Employee, Dodge Division, Chrysler 
Corp. 
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Identified by 
Richard F.. O’Hair, Feb. 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 


25, 


Bereniece Baldwin, Feb. 29, 1952. 


ov 


27, 1952. 
29, 1952. 


Wayne B. Salisbury, Feb. 
Bereniece Baldwin, Feb. 


Walter Scott Dunn, Feb. 26, 1952. 


sereniece Baldwin, Feb. 29, 1952. 


Richard F, O‘Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952, 
Dave Averill, Mar. 12, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


on 


25, 1952, 


26, 1952. 


Richard F. O’Hair, Feb. 
Walter Scott Dunn, Feb. 


Richard F. O’Uair, Feb. 
Walter Scott Dunn, Feb. 
Bereniece Baldwin, Feb. 


25, 1952. 
26, 1952. 


29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Wayne Lb. Salisbury, Feb. 27, 1952. 


7 
mle 


Wayne B. Salisbury, Feb. 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar, 11, 1952. 
Dave Averill, Mar, 12, 1952. 
Jereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
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Boyd, Gerald (Jerry) 

Officer, East Side Council, Communist 
Party; local 205, United Auto 
Workers, CIO. 

Brandt, Joe 
Flint, Mich. 
Moved to Cleveland, Ohio. 
Brantley, Imogene 
(See Imogene Brantley Le’Garde.) 
Braunlich, Art 

Out-State organizer, Communist 

Party. 
Bray, Mary 


Brinich, Dorothy 
Member 12th Street Club of Commu- 
nist Party. 
Brook, Van 
Member, Chrysler Club of Commu- 
nist Party. 
Brooks, Paul 
Officer, East Side Council, Communist 
Party. 
Brown, Robert (Bob) 
Employee, Packard Motor Car Co. 
Brown, Walter O. 
Pressed Steel Branch, 
Co. 
Burt, Herman 
Auto worker. 
Campbell, Miss 
Speaker at 1945 State convention of 
Communist Party. 
Campbell, Mr. 
Member, Ben Davis Club of the Com- 
munist Party. 
Chait, Max 
Former employee of Ford Motor Co. 


Ford Motor 


Chamblis, Hilliard 
United Auto Workers, CIO, member. 
Chandler, William (Bill) 
United Auto Workers, 
155, member. 
Cherveny, John 
Employee, American Metal Products 
(Appeared Feb. 26, 1952; refused to 
affirm or deny Communist Party 
membership. ) 
Christie, Walter 
United Auto Workers, CIO, local 155, 
member. 
Cinzori, Mack 
Die maker, Ford Motor Co., United 
Auto Workers, ClO 
(Appeared Mar. 11, 1952; 
to affirm or deny 
Party membership. ) 
Clark, Elizabeth 
Ixmployee Frigid Food Corp. 
Clark, Terry 
Communist Party functionary. 
Cohen, Leonard 
Alleged to be reporter. 


CIO, Local 


refused 
Communist 
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Identified by 


Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Walter Scott Dunn, Feb. 26, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Elesio (Lee) Romano, Mar. 11, 1952. 
Dave Averill, Mar. 12, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baidwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar. 12, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Elesio (Lee) Romano, Mar. 11, 1952. 


Richard F, O’Hair, Feb. 


25, 1952. 
Richard F. O’Hair, Feb. 


25, 1952. 


Jereniece Baldwin, Feb. 29, 1952. 
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Cole, Adeline 
Young Communist League official. 
Cones, Leola’ 
Jackson, Mich. 
Cones, Roy? 
Jackson, Mich. 
Connors, William 
Cook, Elinor Lafferty 
(Now Mrs. Elinor Maki) 

Teacher ; Communist Party function- 
ary. 

(Appeared Feb. 27, 1952; 
to affirm or deny 
Party membership. ) 

Cook, George 

Literature director, 14th 

Transferred to New York. 
Cook, Maurice 

(Former husband of Elinor Lafferty 
Cook) 

Officer Mid Town Club, Communist 
Party. 

Cook, Melva 
(Mrs. George Cook) 
Transferred to New York. 
Cooper, J. Will 
Coppock, Russell 
Flint, Mich. 
Cottrell, Leo 
Cummins, Bob (Robert) 

Former paint salesman, Montgomery 
Ward Co. 

(Appeared Feb. 28, 1952; refused to 
affirm or deny Communist Party 
membership. ) 

Cunningham, Sis 
(Mrs. Gordon Friesen) 
(Mrs. Milton Freeman) 
Employee district office, Communist 
Party. 

Daley, Bill 

Jackson, Mich. 
Dalton, Clem 
Daniels, Nick 

Presently up for deportation. 
Daniels, Mrs. Nick. (See Agnes Grigg.) 
Davey, Fred 

Grand Rapids, Mich. 
Davis, Kurt 

Employee, Dodge Division, Chrysler 

Corp. 
Davis, Larry 
320 E. Milwaukee, Detroit, Mich. 
Davis, Mrs. Mary. (See Mary Page.) 
Davis, Nelson 

Employee, Ford Motor Co., vice presi- 
dent, local 600, United Auto Work- 
ers, CIO. 

(Appeared Mar. 12, 1952; refused 
to affirm or deny Communist 
Party membership.) 


refused 
Communist 


District. 


Davis, Sally 


Employee, Dodge Division, Chrysler 
Corp. 
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Identified by 
Wayne B. Salisbury, Feb. 


27 
=, 


1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 


Walter Scott Dunn, Feb. 26, 1952. 


3ereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 

Walter Seott Dunn, Feb. 26, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Sereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Fed. 29, 1952. 
Bereniece Baldwin, Fed. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Walter Scott Dunn, Feb. 26, 1952. 


7 


Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar. 12, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


1Mr. Salisbury testified that it is his belief that Leola and Roy Cones had broken from 


the Communist Party. 
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Dearnley, Eric 
Former officer, Plymouth Local 51, 
United Auto Workers, CIO 
De Blois, Don 
Employee, Briggs Mfg. Co. 
Delancey, Ann 
Formerly resided at Priscilla Home. 
Dennis, Tommy 
Ypsilanti, Mich. 
Dillard, Mr. 
Member, Midtown Club of the Com- 
munist Party. 
Dillard, Mrs. 
Member, Midtown Club of the Com- 
munist Party. 
Dolman, Leslie ( Pvt.) 
Dombrowski, Ruth 
(Mrs. Tom Dombrowski.) 
Dombrowski, Tom. (Also known as 
Thomas X. Dombey.) 
Editor of Glos-Ludowy, Hamtramck. 
(Appeared Apr. 29, 1952; refused 


to affirm or deny Communist 
Party membership.) 
Dorosh, Walter 


Employee, Ford Motor Co. 

(Appeared Mar. 12, 1952; refused 
to ailirm or deny Communist 
Party membership. ) 

Drown, Vida (Nee, McDonnell). 
Jackson, Mich. 
Duncan, Johnny 
Local 600, United Auto Workers, CIO, 
Ford Motor Co. employee. 
Edwards, Byron 
Local 600, United Auto Workers, 
C1O, Ford Motor Co. employee. 
Edwards, Celia (Mrs. Byron Edwards.) 
Clerk in Local 600, United Auto 

Workers, CIO. 

(Appeared Mar, 11, 1952; refused 

to aflirm or deny Communist Party 

membership. ) 
Endicott, Paul 
Employee, Dodge Division, Chrysler 

Corp. 

Fainaru, Harry 
Editor of Foreign 
paper. 
Falk, Sven 
Employee, 
Ferris, Alice 
—s ated Communist Book Store. 

Field, Fred 
Grand Rapids, 
Fireman, Hy 
Auto worker. 
Fische, Fred 
Employee, Chevrolet Motors Div., 
General Motors Corp. 
Ford, James 
Communist Party functionary. 
Foreman, Carneller 
Officer, East Side 
nist Party. 


Language news- 


Packard Motor Car Co. 


Michigan. 


Council, Commu- 


® Records of the committee show correct name of place as Priscilla Inn, 2619 Cass 


Identified by 
Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Richard F. O’Hair, Feb. 25, 1952 


Wayne B. Salisbury, Feb. 27, 1952. 


or 
=v, 


Richard F. O’Hair, Feb. 1952. 


Richard F. O’Hair, Feb. 25, 1952. 


Wayne B. 
Wayne B. 


Salisbury, 
Salisbury, 


Feb. 27, 1952. 
Feb. 27, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 

Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar. 12, 1952. 


Wayne B. Salisbury, Feb. 27, 


1952. 


Elesio (Lee) Romano, Mar. 11, 1952 


Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar. 12, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


ov 


Salisbury, Feb. 27, 
Baldwin, Feb. 29, 


Wayne B. 
Bereniece 


1952, 
1952. 
Wayne B. 


Salisbury, Feb. 27, 1952. 


3aldwin, Feb. 29, 1952. 
Salisbury, Feb. 27, 1952. 
O’ Hair, Feb. 25, 1952. 


sereniece 
Wayne B. 
Richard F. 


Wayne B. Salisbury, Feb. 27, 1952. 
sereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury. Feb. 27, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Ave. 





** 


ANNUAL REPORT, COMMITTEE 


Forsythe, Emmett 
Editor, Michigan Worker. 
Franklin, Harold 

Employee, Ford Motor Co., foundry, 
River Rouge Plant; United Auto 
Workers, CIO, vice pres. and re- 
cording secretary. 

(Appeared Apr. 29, 1952; refused 
to aflirm or deny Communist 
Party membership. ) 

Franklin, Mrs. Harold 

(See Mary McIntyre.) 
Frazier, Jim 

Charlotte, Mich. 

Freeman, Milton 

Formerly employed by Detroit Times. 
Furay, Mrs. Mort (Corinne Furay) 
Gale, Willie 
Gallo, John 

District committeeman; employee, 
Ford Motor Co., Dearborn plant. 
(Appeared Mar. 12, 1952; refused 

to aflirm or deny Communist 
2arty membership.) 
Ganley, Ann (Mrs. Nat Ganley) 
Ganley, Nat 
Business agent, Local 155, United 
Auto Workers, C1Q. 

Gannett, Betty 

Communist Party functionary. 
Garrett, Dewey 

Machine tool operator. 
Gates, Henderson 
Gebelle, Fred 

Employee, Plymouth Motor Corp. 
Gebert, Boleslaw 
Gladstone, Marvin 

Washtenaw County. 

Glassgold, Edna (Mrs. Harry Glass- 
gold) 

Former employee, Ford Motor Co. 
and former member, Theatre 
Guild, New York City. 

Glassgold, Harry 

Artist; organizational section, branch 

1, section 5, Communist Party. 
Glenn, William 

Grand Rupids, Mich. 

(Appeared Mar. 12, 1952; refused to 
affirm or deny Communist Party 
membership. ) 

Gonzales, Jesus (Jessie) 

New Haven, Mich. 

Goodman, Calvin 

18664 Forrest Avenue, Detroit, Mich., 

Employee, Ford Motor Car Co. 
Goodman, Flo (Mrs. Calvin Goodman) 
Gordon, Hy 

Communist Party functionary. 

Gore, Jack 

Employee, Dodge Division, Chrysler 
Corp.; former student at Ann 
Arbor. 

Gottlieb 

Member, Group 1, auto miscellaneous 

section of the Communist Party. 
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Identified by 


Elesio (Lee) Romano, Mar. 11, 1952. 
Dave Averill, Mar. 12, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Dave Averill, Mar. 12, 1952. 


Richard F. O'Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 


~ 


Richard F. O’Hair, Feb. 25, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Casimir Rataj, Mar. 10, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
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Green, Pressley 


Ford Motor Co. local 600, United 


Auto Workers, CIO. 
Greenberg, Ike 
Grigg, Agnes (Mrs. Nick Daniels) 
Grossman, Fay Gingold 
Grossman ) 
Secretary, district 7, 
Party of Michigan. 
Grossman, Saul 


(Appeared Apr. 29, 1952; refused to 
affirm or deny Communist Party 


membership. ) 
Gustafson, John 
Employee, Plymouth Motor Corp. 
Haskell, Raphael (Ray) 


Former employee, Dial Machine Co. 
(Appeared Feb. 26, 1952; refused to 
affirm or deny Communist Party 


membership. ) 
Haskell, Zina 
Haskell) 
Hell, John 
Henley, Paul 


Brandi 


Steward, local 3, United Auto Work- 
ers, CIO, Dodge Division, Chrys- 


ler Corp. 


(Appeared Feb. 27, 1952; refused to 
affirm or deny Communist Party 


membership. ) 
Higdon, Hoke 

Muskegon, Mich. 
Hommer, Phil 


Local 205, United Auto Workers, 
CIO; employee, Allen Industries Co. 


Hood, William R. 


At one time, recording secretary, local 
600, United Auto Workers, CIO; 


employee, Ford Motor Co. 


(Appeared Feb. 28, 1952; refused to 
affirm or deny Communist Party 


membership. ) 
Hrabar, Mike 


Local 600, United Auto Workers, CIO; 


employee, Ford Motor Co. 
Hudson, Roy 
Communist Party functionary. 
Iglesias, Frank 


Member A. F. of L. Painters’ Union. 


Ireland, Betty (Mrs. Max Ireland) 
Stenographer. 
Ireland, Max 


Employee, Cadillac Motor Car Divi- 


sion, General Motors Corp. 
Issacs, John 


Jackson, James (Dr. James E. Jackson) 


Communist Party functionary. 


Jacobowitz, Jake 
Auto worker. 


Jansen, Henry (also known as “Swede” 


Jansen) 


Chairman, Timken Club of the Com- 


munist Party. 


(Mrs. Saul 


Communist 


(Mrs. Ray 
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Identified by 
Wayne B. Salisbury, Feb. 27, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar. 12, 1952. 


Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar. 12, 1952. 
Dave Averill, Mar. 12, 1952. 

Wayne B. Salisbury, Feb. 27, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Walter Scott Dunn, Feb. 25, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
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Jelley, Tom 
Employee, Ford Motor Co.; officer, 
United Auto Workers, CIO. 
(Appeared Mar. 11, 1952; refused 
to affirm or deny Communist 
Party membership. ) 
Johnson, Mrs. Hattie 
Johnson, Jean 
Jones, Dick 
Jones, Fred 
Jones, J. B#* 


Local 600, United Auto Workers, 
CIO. 
Jones, James 
Local 600, United Auto Workers, 
CIO, 


Jurist, Gus 
Juris, Mrs. Gus 
Kasper, Pete 
Local 600, United Auto Workers, 
cIo. 
Keller, James 
Believed to now reside in Chicago. 
Kelly, Ann 
Paid Communist Party functionary. 
Kelly, Laura 
Kennedy, Casper 
Flint, Mich. 
Kennedy, Royce 
Electrical appliances business. 
Kidwell, Omar 
Kitto, Russell 
Employee, Cadillac Motor Car Divi- 
sion, General Motors Corp. 
Kniep, Florence 
Traverse City, Mich. 
Kocel, Alice (Mrs. Ben Kocel) 
Kocel, Ben 
Newspaper, 
tramek. 
Kowal, Pete 
Krawford, Leroy 
Employee, Ford Motor Co. 


Glos Ludowy, Ham- 


Kristalsky, George 
Hamtramck, Mich. 
Kudlik, Jeannie 
Lancey, Andy 
Lauderdale, Leonard 
Lawson, John 
Employee, tool and die unit, Dear- 
born plant, Ford Motor Co. 
Lee, Ginny 
Jackson, Mich. 
Lee, Katie 
Paid Communist Party functionary. 
Le Garde, Imogene Williams Brantley 
Local 205, United Auto Workers, CIO; 
employee, Allen Industries Co, 
Lieberman, Robert 
Communist Party functionary. 
Lifsee, Bill 
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Identified by 
Diesio (Lee) Romano, Mar. 11, 1952. 


Richard F. O’'Hair, Feb 25, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury, Feb. 27, 1952, 
Bereniece Baldwin, Feb. 20, 1952. 
Dave Averill, Mar. 12, 1952. 


Shelton Tappes, Mar. 12, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury. Feb. 27, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Walter Seott Dunn, Feb. 26, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar. 12, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Casimir Rataj, Mar. 10, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 


ats 


Wayne B. Salisbury, Feb. 1952. 
Richard F. O’Hair, Feb. 25, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Dave Averill, Mar. 12, 1952. 


Richard F. O’Hair, Feb, 25, 1952. 


* Dave Averill testified that it is his belief that J. B. Jones had broken with the Com- 


munist Party. 
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Lindouf, Charles 
Employee, Plymouth Motor Corp. 
Little, John 
Local 600, United Auto Workers, CIO. 
Llewelyn, Percy 
Vice president, Ford Local 600, United 
Auto Workers, CIO. 
Lock, Edgar (Ed) 
Employee, Ford Motor Co.; chairman, 
plastics unit, local 600, United 
Auto Workers, CIO. 
(Appeared Mar. 11, 1952; refused 
to affirm or deny Communist 
Party membership. ) 
Lymber, John 
Lynch, Katherine 
Former employee, Free Press. 


McAllister, Mr. 
McAllister, Verna 
Sent by the party to California 
McGee, Dewey 
Employee, Ford Motor Co, 
McDonnell, Faye 
(Mrs. Floyd McDonnell) 
Jackson, Mich. 
McDonnell, Floyd 
Jackson, Mich. 
McGhee, Sam 
Resided on St. Antoine St., Detroit, 
Mich. 
McIntosh, Matilda 
(Mrs. Ronald McIntosh) 
Jackson, Mich. 
McIntosh, Ronald 
Jackson, Mich. 
MelIntyre, Mary 
(Mrs. Harold Franklin) 
Ann Arbor, Mich. 
McKie, William (Bill) 
Trustee, Ford local 600, United Auto 
Workers, CIO. 


McMahon, Richard 
Business Agent, Wayne Co., 
MePhaul, Arthur 
Employee, Ford Motor Co., officer in 
local 600, United Auto Workers, 


ClO. 

(Appeared Feb. 27, 1952; refused 
to affirm or deny Communist 
Party membership. ) 

Maben 


Barber. 
Maise, Felix 
Employee, Packard Motor Car Co, 
Maki, Elinor 
(Mrs. William). 
fery Cook.) 
Maniken, Roy 
Employee, Hudson Motor Car Co. 
Maraniss, Eliot (Ace) 
Employee, Detroit Times. 
(Appeared Mar. 12, 1952; refused 
to affirm or deny Communist 
Party membership.) 


(See Elinor Laf- 
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Identified by 
Bereniece Baldwin, Feb. 29, 1952. 
Wayne B. Salisbury, Feb. 27, 
Dave Averill, Mar. 12, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 


1952. 


Walter Scott Dunn, Feb. 26, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Dave Averill, Mar. 12, 1952. 


Richard F. OHair, Feb. 25, 1952. 
Richard F. O'Hair, Feb. 25, 1952, 
Walter Scott Dunn, Feb. 26, 1952. 
Bereniece Baldwin, Feb, 29, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Dave Averill, Mar. 12, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Richard F. O’Hair, Feb, 25, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Wayne B. Salisbury, Feb. 27, 1952, 


3ereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar. 12, 1952. 
Casimir Rataj, Mar. 10, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Dave Averill, Mar. 12, 1952. 

Shelton Tappes, Mar. 12, 1952. 
Shelton Tappes, Mar. 12, 1952. 
Bereniece 


saldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


’ 


Bereniece Baldwin, Feb. 29, 1952. 
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Maraniss, Mary Morrison. 

Morrison. ) 

Mardiros, Ruben 
Employee, Ford Motor Co., local 600, 
UAW-CIO. 

(Appeared Mar. 12, 1952; refused 
to affirm or deny Communist 
Party membership. ) 

Marksian, L. 


(See Mary 


Martin, Frank 
Masee, Dr. J. 
Resided on Hastings St., Detroit, 
Mich. 


Mason, Hodges 
Employee, Bohn Aluminum and Brass 
Corp. 
Mates, Dave 
UE (local), understood to have been 
chairman of Indiana Communist 
Party. 
Mates, Lydia 
(Mrs. Dave Mates) 

Understood to have been cochair- 
man of Indiana Communist 
Party. 

Maxwell, Matilda 
(Mrs. Jesse Parrish). 
Miller, Dave 
Employee, Cadillac Motor Car Divi- 
sion of General Motors Corp. 

(Appeared Feb, 26, 1952; refused to 
affirm or deny Communist Party 
membersbip. ) 

Miller, Felix 


Mitchell, Mabel 
Mogill, Billie 

(Mrs. George Mogill.) 
Mogill, George 
Monicelovich, <A. 
Moore, Dave 

Employee, Ford Motor Co. 

(Appeared Mar. 12, 1952; 
to affirm or deny 
Party membership. ) 

Morgan, Charles E. (Also known 

“Peoples.” ) 

Employee, Ford Motor Co.; United 

Auto Workers, C10, local 600. 

Morrison, Mary 
(Mrs. Eliot Maraniss.) 
Moskalik, Simon 
Employee, Pressed Steel branch, Ford 
Motor Co, 
Narancich, Roy 
Employee, Ford Motor Co., council 
member, local 600, United Auto 
Workers, CIO. 

(Appeared Mar. 12, 1952; refused 
to affirm or deny Communist 
Party membership. ) 

Nerich 
Member, Heywood No. 2 Branch of 
the Communist Party. 
Newman, Willie 
Resided on FE. Warren. 


refused 
Communist 


as 
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Identified by 


Elesio (Lee) Romano, Mar. 11, 1952. 


Bereniece Baldwin, Feb. 
Bereniece Baldwin, Feb. 
Richard F, O’Hair, Feb. 


29, 1952. 
29, 1952. 


25, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 


25, 1952. 


Richard F. O’Hair, Feb. 


25, 1952. 


Richard F. O’Hair, Feb. 
Walter Scott Dunn, Feb. 26, 1952. 
Richard F. O’Hair, Feb. 95, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


25, 1952. 


aldwin, Feb. 29, 1952. 
aldwin, Feb. 29, 1952. 
aldwin, Feb. 29, 1952. 
Romano, Mar. 11, 1952. 


Bereniece 
Bereniect 
Bereniece 
Elesio (Lee) 


B 
Lb 
B 


Elesio (Lee) Romano, Mar. 11, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Dave Averill, Mar. 12, 


1952. 


Elesio (lee) Romano, Mar. 11, 
Dave Averill, Mar. 12, 1952. 


1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
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Newsome, George 
[Note: In the original release of this 
report an individual ‘named Frank 
Novak was named as having been 
identified by testimony of Wayne B. 
Salisbury. Mr. Novak has denied 
membership in the Communist Party, 
and in view of the vagueness of the 
testimony relating to him, his name 
is being deleted. ] 
Nowak, John 
Member, local 155, UAW-CIO 
Nowak, Stanley 
Formerly State Senator, Hamtramck. 
(Appeared Mar. 10, 1952; refused 
to affirm or deny Communist 
Party membership. ) 
Orsage, Leo T. 
Ford Motor Co. 


Obriot, Tersil T. 
Member, Ford local 600, United Auto 
Workers, CIO. 
(Appeared Mar. 12, 1952; 
to affirm or deny 
Party membership. ) 
Page, Mary (now Mrs. Mary Davis) 
also known as Mary Reed Page; 
Mary Reed; former wife of Fred 
Page) 
Secretary, Ford local 600, United 
Auto Workers, C1O. 
Palmer, Opal 
Stock clerk, local 600, UAW-CIO. 
Palmquist, Carl 
Educational director, Fourteenth 
Congressional Club of the Commu- 
nist Party. 
Palmquist, Helen 
(Mrs. Carl Palmquist) 
Palmquist, Jack (son of Carl Palm- 


refused 
Communist 


quist) 
Former student, Michigan State Uni- 
versity. 
Parrish, Mrs. Jesse. (See Matilda Max- 
well.) 


Parrish, Jesse 
Official, Midtown Club, Communist 
Party: resided E. Palmer St. 
Patrick, Marion Elder 
Officer, Fred Douglas Club, Commu- 
nist Party. 
Pearlstein, Mildred 
Communist Party functionary (party 
name: Mildred Pierce). 
(Appeared Mar. 12, 1952; refused to 
affirm or deny Communist Party 
membership. ) 
Perry, Louis 
Resided on Brush St. 
Piazza, Verne (LaVerne) 
Dentist 
Pierce, Mildred. 
stein.) 
Pietrowski, Eddie 
Auto worker. 
Pietrowski, Sally 
(Mrs. Eddie Pietrowski) 


(See Mildred Perl- 
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Identified by 
Richard F, O’Hair, Feb. 


25, 


1952. 


sereniece Baldwin, Feb. 29, 1952. 


Casimir Rataj, Mar. 10, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar. 12, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar. 12, 1952. 


ox 


Richard F. O’Hair, Feb. 25, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 


Elesio (Lee) Romano, Mar. 11, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury. Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard F, O’Hair, Feb. 25, 


1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
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Pitcher, Eva 
Saginaw, Mich. 

Ploetchl, Leo 
Jackson, Mich. 

Pollock, Mildred 
Formerly in local 155, United Auto 

Workers, CIO; transferred out of 

Michigan. 

Polson, Bridget 
Head of Young Communist League 

office of Detroit. 

Polson, Ruth 
Employee, Bohn Aluminum and Brass 

Corp. ; local 208, United Auto Work- 

ers, CIO. 

Pompquist, Jack Jr. 

Employee, Chrysler Corp. 

Popescu 
National group, Communist Party. 

Potter, Tim. (See Timothy Shay.) 

Price, Frances 
Civil Rights Congress, Detroit. 

Purdy, Robert 
Auto worker, Dodge Division, Chrys- 

ler Corp. 

Raskin, Jack 
Civil Rights Congress, Detroit. 

Raymond, Phil 
Pingree St., Detroit, Mich. 

Redstone, Reva 
Office worker. 

Reed, Bob 
Circulation manager, Michigan Her- 

ald, Muskegon. 

Reed, Mary (also known as Mary Reed 
Page; Mary Reed Page Davis; former 
wife of Fred Page; now Mrs. Davis). 
(See Mary Page.) 

Revis, Otis 
Former employee, Briggs Mfg. Co. 

Rice, Pat 
Employee, Ford Motor Co. ; vice presi- 

dent, local 600, United Auto 
Workers, CIO. 

(Appeared Feb. 28, 1952; refused 
to affirm or deny Communist 
Party membership. ) 

Rhodes, Oscar 
Employee, Briggs Mfg. Co. 

Ripken, Hank 
Auto worker, Heywood Communist 

Party Club. 

Ripken, Katherine 

Riskin, Irving 
Business Agent, UDOPWA, Detroit. 

Riskin, “Skippy” 

(Mrs. Irving Riskin) 

Rizzo, Sam 
Employee, Ford Motor Co. 

Roach, Kenneth 
Employee, Ford Motor Co. 

Robertson, Harold 
Employee, Ford Motor Co. 

Rodgers, William A. 

Resided on Brush St., Detroit, Mich. 
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Identified by 
Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 

Richard F. O’Hair, Feb. 25, 1952. 

Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Elesio (Lee) Romano, Mar. 11, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


3ereniece Baldwin, Feb. 29, 1952. 


Walter Seott Dunn, Feb. 26, 1952. 
Richard F, O’Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 


Richard F. O’Hair, Feb, 25, 1952. 
Shelton Tappes, Mar. 12, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 





Shay, Timothy (Tim) 
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Rogers, Car] 


Employee, Cadillac Motor Car Divi- 
sion of General Motors Corp. 


Ross, Norman 


Ross, Shirley 


Saari, John (Whitey) 


Employee, Ford Motor Co.; local 600, 
United Auto Workers, ClO. 
(Appeared Mar. 12, 1952; refused 
to affirm or deny Communist 
Party membership. ) 


Sampy, Mills 


Midtown Club, Communist Party. 


Sanberg, Helen 


(Mrs. Jack Sanberg) 
Midtown Club, Communist Party. 


Sanberg, Jack 


Midtown Club, Communist Party. 


Sanders, Clarence 


Employee, Chrysler Corp. 


Sandretto, Aldo 


First Congressional Group, Commu- 
nist Party. 


Savola, Matt 


Member, Mine, Mill and Smelter 
Workers Union, Iron Wood, Mich. 


Schatz, Phil 


Communist Party functionary. 


Schkurman, Martha 


Officer, Fourteenth Congressional 
Club, Communist Party. 


Schleicher, Milton 


Michigan Herald. 


Schlicht, Joseph 


Concrete business, 


Sciverras, Louis 


Midtown Club, Communist Party. 


Searles, Pfe. 
Shapiro 


Southfield Club, Communist Party. 


Shapiro, Esther 


(Mrs. Harold Shapiro) 


Shapiro, Harold 


Fur and Leather Workers. 

(also known as 
Tim Potter) 

Formerly resided on Cass Ave., De- 
troit, Mich. 


Showerman, Glen 


Quincy Street, Detroit, Mich. 
Showerman, Sue 
Officer, auto group, Communist Party. 


Siegel, Esther 


Officer, Midtown Club, Communist 
arty ; resided on Elmhurst Street. 
Silverberg, Dave 
Midtown Club, Communist Party. 
Simmons, James M. 
Officer, local 600, UAW-CIO; 
ployee, Ford Motor Co, 
(Appeared Mar. 11, 1952; refused 
to affirm or deny Communist 
Party membership. ) 


em- 


Simmons, Steve 
Smith, Harold 


Fourteenth Congressional District, 
Communist Party. 
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Identified by 
Walter Scott Dunn, Feb. 26, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Dave Averill, Muar. 12, 1952. 


Richard F. O’'Hair, Feb. 25, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 


Richard F. O’Hair, Feb. 25 


=~, 


1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Wayne B. Salisbury, Feb. 28, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 


Wayne B. Salisbury, Feb. 27 
Wayne B. Salisbury, Feb. 


, 1952. 
27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Richard F, O’Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 


7 


Wayne B. Salisbury, Feb. 27, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Richard F, O’Hair, Feb. 25, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 


Elesio (Lee) Romano, Mar. 11, 1952. 
Shelton Tappes, Mar, 12, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
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Smith, Hope (Mrs. Harold Smith) 
Fourteenth Congressional District, 
Communist Party. 
Sobezak, John 
Steward, Fred Douglas Club. 
Sorbonya, Julius (also spelled Sobonya) 
Auto miscellaneous group of Com- 
munist Party. 
Sorenson, Ernie 
Employee, Hudson Motor Car Co. 


Springer (husband of Barbara 
Springer ) 
Formerly employed in post office, De- 
troit. 


Springer, Barbara 
Midtown Club, Communist Party. 
Stepanchenko, Frank 
Local 600, UAW-CIO. 
Stern, Arthur (also known as Yeager) 
Midtown Club, Communist Party. 
Stern, Barbara (Mrs. Arthur Stern) 
Midtown Club, Communist Party. 
Swetnick, Nick 
Sykes, Frank 
Lower Eastside, Communist Party. 
Toohey, Pat 
Organizer, Communist Party, Detroit. 


Trees, Daniel 
Employee, furniture store. 
Turner, Carl 
Employee, Spring and Upset Unit, 
Ford Motor Co.; officer, United 
Auto Workers, CIO. 
(Appeared March 11, 1952; refused 


to affirm or deny Communist 
Party membership. ) 
Turner, Edward (not identical with 


Edward N. Turner who appeared be- 
fore committee). 
Van Horn, Edith 
Employee, Dodge Division, Chrysler 
Corp. 
Vartainian, Bagrad 
Local 600, UAW, CIO; employee, Ford 
Motor Co. 
Walker, Gurley (Mrs. James Walker) 
Local 205, United Auto Workers, CIO; 
employee, Allen Industries, Inc. 
Walker, James 
Local 205, United Auto Workers, CIO; 
employee, Allen Industries, Inc. 
Walters, Charles 
Local 155, UAW, CIO 
Washington, Bob 
First Congressional District, Commu- 
nist Party. 
Watts, James 
Employee, Packard Motor Car Co.; 
formerly at Flint, Mich. 
(Appeared March 11, 1952; refused 
to affirm or deny Communist 
Party membership. ) 


ON UN-AMERICAN ACTIVITIES 


Identified by 


sereniece Baldwin, Feb. 29, 1952. 


sereniece Baldwin, Feb. 29, 1952. 


sereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard F., O’Hair, Feb. 25, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 


Elesio (Lee) Romano, Mar. 11, 1952. 
Dave Averill, Mar. 12, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Richard F. O'Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 
Lereniece Baldwin, Feb. 29, 1952. 


Walter Scott Dunn, Feb. 26, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 


25, 1952. 


Richard F. O’Hair, Feb. 


Bereniece Baldwin, Fob. 29, 1952. 


Elesio (Lee) Romano, Mar. 11, 1952. 
sereniece 


saldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 


Elesio (Lee) Romano, Mar. 11, 1952. 








296 ANNUAL REPORT, COMMITTEE 


Webb, Ruth 
Midtown Club, Communist 
Weinstone 
Wellman, Peggy (Mrs. Saul Wellman) 
Wellman, Saul 
Employee, Briggs Mfg. Co. 
Wells, Harold 
Chrysler Club, Communist Party. 
Whipple, Ida (Mrs. Jess Whipple) 
Jackson, Mich. 
Whipple, Jess 
Jackson, Mich. 
White, Jack 

Organizer, Communist Party; Em- 
ployee, Packard Motor Car Co., for- 
merly at Flint, Mich. 

Widmark, James 

Flint, Mich. 

Williams, Emma (Mrs. Fred Williams) 
Williams, Fred 

Employee, Bohn Aluminum and Brass 
Corp., member, local 208, UAW, 
cIO 
(Appeared February 27, 1952; re- 

fused to affirm or deny Com- 
munist Party membership.) 
Williamson, John 

National Committee, Communist Po- 

litical Association. 
Wilson, Barbara 

Member, Communist Political Asso- 
ciation. 

Wilson, Jack (alias for Fred Williams). 
Wilson, Roy * 

Employee, Department of Public Wel- 
fare, Detroit; Young Communist 
League member. 

Winston, Henry 

Communist Party functionary, New 

York. 
Winter, Carl 


arty. 


Official of District 7, Communist 
Party. 
Winter, Helen Allison (Mrs. Carl 
Winter) 
Official of District 7, Communist 
Party. 


Woodson, Mattie Lee 
Employee, District 7 office, Commu- 
nist Party, Detroit. 
Work, Merle 
Communist Party functionary 
Wright, Malcolm 
Auto Miscellaneous Group, Commu- 
nist Party 
Yanover, Jules 


Musician 
(Appeared Mar. 12, 1952; refused 
to affirm or deny Communist 


Party membership.) 


ON UN-AMERICAN ACTIVITIES 


Identified by 
Richard F. O’Hair, Feb. 25, 1952. 


Casimir Rataj, Mar. 10, 1952. 
Bereniece Baldwin, Feb. 29, 1952 
Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952, 
Wayne B. Salisbury, Feb. 27, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


or 
Zi, 


Wayne B. Salisbury, Feb. 1952. 
Bereniece Baldwin, Feb. 
Wayne B. Salisbury, Feb. 
Bereniece Baldwin, Feb. 


29, 1952. 
27, 1952. 


29, 1952. 


or 


Wayne B. Salisbury, Feb. 27, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952. 


Walter Scott Dunn, Feb. 26, 1952. 


Shelton Tappes, Mar. 12, 1952. 
Elesio (Lee) Romana, March. 11, 1952. 
Dave Averill, Mar. 12, 1952. 


Wayne B. Salisbury, Feb. 27, 1952. 


Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury, Feb. 27, 1952, 
Bereniece Baldwin, Feb. 29, 1952. 
Elesio (Lee) Romano, Mar. 11, 1952, 
Richard F. O’Hair, Feb. 25, 1952. 
Walter Scott Dunn, Feb. 26, 1952. 
Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 
Richard F. O’Hair, Feb. 25, 1952. 
Wayne B. Salisbury, Feb. 1952. 


27, 


Wayne B. Salisbury, Feb. 27, 1952. 
Bereniece Baldwin, Feb. 29, 1952. 


Bereniece Baldwin, Feb. 29, 1952. 


Richard O’Hair, Feb. 25, 1952. 


*Dave Averill testified that Roy Wilson, to his knowledge, had broken with the Com- 


munist Party. 








awe 
. 


~om- 
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Identified by 
Yanover, Ruth (Mrs. Jules Yanover) Richard F. O’Hair, Feb. 25, 1952. 
Originally from Milwaukee, Wis. 
Yeager, Arthur. (See Arthur Stern.) 
Young, Coleman Bereniece Baldwin, Feb. 29, 1952. 
National executive secretary, Na- 
tional Negro Labor Council 
(Appeared Feb, 28, 1952; refused 
to affirm or deny Communist 
Party membership. ) 
Young, Marion (Mrs. Coleman Young Bereniece Baldwin, Feb, 29, 1952, 
Zahari, Daniel Dave Averill, Mar. 12, 1952. 
Employee, Pressed Steel Branch, 
Ford Motor Co. 


Zarichney, Jack Bereniece Baldwin, Feb. 29, 1952. 
L ansing, Mich. 

Zenchuck, Olga Bereniece Baldwin, Feb. 29, 1952. 
Packinghouse Local Klesio (Lee) Romano, Mar. 11, 1952. 


CHICAGO 


The hearings held in Chicago, I11., in September 1952 were only a 
partial exposure of evidence of Communist activities uncovered dur- 
ing the investigations. Asa matter of fact, only the Communist activ- 
ities within local 347, United Packinghouse Workers of America 
(CIO), and certain locals of the United Electrical, Radio, and Ma- 
chine Workers of America (independent) were e xposed. However, in 
the latter category only several of the top union officials were sub- 
penaed. W hile the committee considered the hearing only a partial 
exposure, it was given top pr iority for attack by the Communist Party. 

This attack by the Communist Party should be reviewed closely by 
the Congress for it came closer to mob violence and a forceful attack 
upon the legislative function of the Congress than any incident in its 
history. It started with several hundred Communists and their fol- 
lowers forming a picket line in front of the main entrance of the 
Federal Building, in which the hearings were held. These pickets, 
pursuant to a plan publicly announced by the Communist Party, 
carried signs designed to intimidate members of the committee and 
witnesses, and stormed the Federal Building itself. Brushing aside 
uniformed Federal Building guards, the group made its way to the 
second floor where the committee’s hearings were in progress. De- 
manding admittance to a then already overcrowded courtroom, the “y 
pounded upon the doors, and thre: itened physical harm to the witness 
then testifying. Calling one witness a stool pigeon and shouting state- 
ments against the chairman and members of the committee, the demon- 
stration continued unhampered for over an hour. These pickets were 
led by Dick Criley, who has been identified as leader of the Com- 
munist Party’s Youth Commission, and Sidney Ordower, a leader of 
the Progressive Party. 

The hearings forcefully disclosed how the affairs of local 347, 
UPWA, have been directed by leaders, who, one after another, are, 
or have been, members of the Communist Party. This Communist 
leadership, confined mainly to one packing-house local in the Chicago 
area, has never been disciplined by the international leadership, and, 
as a matter of fact, there are instances where the international, an 
affiliate of the CIO, has supported the Communists in control of 
local 347. 


H. Rept. 2516, 82-2 3 
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Local 347 has brought pressure upon the Department of State in an 
effort to force the Department to issue passports to Communists. 
This pressure has been in the form of paid advertisements and personal 
contacts with individuals occupying positions important enough to 
influence State Department decisions. One of the Communists who 
was denied a United States passport is a member of local 347. In 
order to proceed behind the iron curtain, this individual filed a fraud- 
ulent passport application. 

In subpenaing the leaders of the United Electrical, Radio, and 
Machine Workers of America in Chicago, the committee again came 
face to face with witnesses refusing to answer questions relating to 
their Communist affiliations, on the ground of possible self-incrimina- 
tion, while these same witnesses have on file non-Communist affidavits 
with the National Labor Relations Board. 

With respect to the International Harvester Council of the United 
Electrical, Radio, and Machine Workers of America, we found local 
unions signing up their entire membership as subscribers to Communist 
publications, ‘and paying the entire cost of the subscriptions from the 
local’s treasury. Instances where the locals also paid the salaries of its 
members while they attended a Communist school were outlined before 
the committee. The investigation conclusively showed a working 
arrangement among all the Communist-dominated locals in the 
Chicago area to take care of members of the Communist Party. 

A Communist fired from one position is immediately hired by one 
of the Communist locals, or is aa on the international payroll, or 
else he obtains employment in a plant and is almost immediately 
elected to an import tant position. 

During the investigation, evidence was obtained of the existence 
on the campuses of the University of Chicago and Roosevelt College 
of Communist clubs among students, as well as faculty personnel. 
Evidence was also obtained with respect to the Communist club of 
the University of Chicago and its relationship to the Communist Party. 

Other evidence was uncovered during the investigation and wit- 
nesses were subpenaed. However, due to the lateness of the congres- 
sional year, the subpenas have been canceled and these matters w ill be 
the subject of our continuing investigation. In the meantime, all in- 
formation of Communist activities in the Chicago area, as well as in 
other industrial areas, should be brought to the committee’s attention. 

The committee was assisted in the Chic ago hearing through the 
testimony given by Irving Krane, Lee Lundgren, Roy Thompson, 
Alcide T. Kratz, John Edward Cooke, and Donald O. Spencer. 

The individuals identified during the hearings in Chicago, IIl., as 
present or past members of the Communist Party in the Chicago area 
are listed below: 


Identified as Communist by— 


Alexander, Mrs. Annie Roy Thompson, Sept. 4, 1952. 
Member, local 347, UPWA. 

Allen, Frank Lee Lundgren, Sept. 2, 1952 
International organizer, UE. Roy Thompson, Sept. 4, 1952. 

Amato, Pat Lee Lundgren, Sept. 2, 1952. 
President, UE local 1150. Irving Krane, Sept 2, 1952. 


Atkinson, Flo (Florence Atkinson 
Criley, Mrs. Richard Criley; see 
Florence Criley) 
Avery, James Roy Thompson, Sept. 4, 1952. 
Official, local 347, DPWA. 
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Identified as Communist by 


In an 
nists. Balsis, Joe Alcide T. Kratz, Sept. 38, 1952. 
sonal Bartnick, Bruno (or Bartnik) John Edward Cooke, Sept. 3, 1952. 
: Farm equipment worker, official, FEU 
th to local 108. 
who Batterson, Warren Donald O. Spencer, Sept. 3, 1952. 
In Communist Party functionary, Iowa. 
aud- Bentzenhoffer, Joe. (See Joseph Bezen- 
, hoffer.) 
Bernard. John T. Lee Lundgren, Sept. 2, 1952. 
and Official, UE District 11. 
“ame (Appeared before Committee Sept. 
e to 3, 1952, refused to affirm or deny 
5 party membership.) 
lna- Beverly, Leon Roy Thompson, Sept. 4, 1952. 
ivits Official, local 347, UPWA. 
(Appeared Sept. 4-5, 1952, refused 
. to affirm or deny party member- 
uted ship.) 
local Bezenhoffer, Joseph (also known as Joe Roy Thompson, Sept. 4, 1952. 
nist Marlovits) 
1 the Official, local 347, UPWA. ‘ a 
f its Bindman, Aaron Lee Lundgren, Se pt. “~; 1952. 
- Official, Longshoremen’s Union. 
fore Birch, Jack Lee Lundgren, Sept. 2, 1952. 
king Official, UE local 1119. i 
the Brown, Edward (also known as Bd Lee Lundgren, Sept. 2, 1952. 7 
Star) John Edward Cooke, ‘te pt. 3, 1952. 
Secretary, Communist Party of Illi- 
one nois. : a 
l, or Brown, Thomas, Jr. Lee Lundgren, Sept. 2, 1952. 
tely pnt andenas Lee Lundgren, Sept. 2, 1952 
International representative, UE. se 
nce Carle, Tillie (Mra. Frank Rogers) Lee Lundgren, Sept. 2, 1952. 
lege Officer, Civil Rights Congress, Chi- 
nel. Siapiae’” aint John Edward Cooke, Sept. 3, 1952. 
» of Casarc. Mary Alcide T. Kratz, Sept. 3, 1952. 
rt * ve rj . si > . 7 . y 
a9 aunts sident, local 107, FEU. Donald O. Spencer, Sept. 3, 1952. 
res- Organizing director, Communist 
Party, Illinois. pi rE as ‘ ; F 
| be (isemiane Alcide T. Kratz, Sept. 3, 1952 
1n- Vy ec +\" De 
$ in ck meee ysis esha Roy Thompson, Sept. 4, 1952. 
ion. Candidate for Congress, Ninth Con- 
th gressional District, Illinois, Pro- 
e gressive Party. a 
on, Cornelius, Eugene Roy Thompson, Sept. 4, 1952. 
Chief steward, Cold Pork Division, 
as local 347, UPWA. 
' are 


Criley, Florence (Mrs. Richard Criley, Lee Lundgren, Sept. 2, 1952. 
rea née Flo Atkinson) Irving Krane, Sept. 2, 1952. 
Official UE, local 1150. 
Criley, Richard 
Official, Communist Party, State of 
Illinois. 
Curry, Samuel 
Representative of UPWA. 

(Appeared Sept. 4, 1952, refused 
to affirm or deny party member- 
ship.) 

Cutno, James Roy Thompson, Sept. 4, 1952. 
Chief steward, Hot Pork Division, lo 
cal 347, UPWA. 


Lee Lundgren, Sept. 2, 1952. 


Roy Thompson, Sept. 4, 1952. 
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Davenport, Sidney 
Inside guard, local 347, UPWA. 
Davis, Pete 
Member, local 347, UPWA. 
Dawkins, James (Jim) 
Official, UE local 1150. 
Dennis, Joe 
Member, local 347, UPWA. 
Dunson, Perry 
Chief steward, Wool Division, local 
347, UPWA. 
Dutner, Fred 
Organizer, UE. 
Ellis, Hilliard 
Official, local 453, UAW, CIO. 
Engelstein, David 
Official, Communist Party, Illinois; 
instructor, Communist Party 
school. 
Erickson, Jean (nee Jean Horn) 
Feinglass, Abe 
Officer, Fur and Leather Workers 
Union. 
Fielde, Jerry (Gerald) 
Former secretary-treasurer, FE-UE. 
Fine, Fred 
Labor section, Communist Party, I- 
linois. 
Fisher, Harold 
Freed, Harry 
Official, UE local 1119. 
Frisbie, Alvin 
Member, FEU local 108. 
Gardner, Bill 
Member, local 150, FE-CIO. 
Glicker, Lottie 
Member, UE. 
Gorgolinski, Ned 
Vice president, UE local 1150, 
Gray, Hazel 
Member, local 108, FEU. 
ray, John 
Instructor Communist Party school. 
Green, Gil 
Communist Party functionary. 


Green, George 
Former viee president, local 347, 
UPWA. 
Gudinas, Julia 
Official, UE local 1150. 
Gustofson, Gus 
Official, local 159, FE. 
Hall, Catherine (Kate) (Mrs. John 
Watkins) 
Employed district office, FE-CIO, 
Rock Island, 
Hall, Florence (Flo) 
Employee, Stewart-Warner; official, 
Communist Party, Dlinois. 
Hammersmark, Sam 
Operates Modern Bookstore, Chi- 
cago; Communist Party function- 
ary. 
Handele, Arthur. (See Arthur Hendle.) 


Identified as Communist by— 
Roy Thompson, Sept. 4, 1952. 


Roy Thompson, Sept. 4, 1952. 
Lee Lundgren, Sept. 2, 1952. 
Irving Krane, Sept. 2, 1952. 
Roy Thompson, Sept. 4, 1952. 
Roy Thompson, Sept. 4, 1952. 
Lee Lundgren, Sept. 2, 1952. 
Irving Krane, Sept. 2, 1952. 
Lee Lundgren, Sept. 2, 1952. 


Lee Lundgren, Sept. 2, 1952. 


Alcide T. Kratz, Sept. 3, 1952. 
Lee Lundgren, Sept. 2, 1952. 
Donald O. Spencer, Sept. 3, 1952. 


Lee Lundgren, Sept. 2, 1952. 
Irving Krane, Sept. 2, 1952. 


Donald O. Spencer, Sept. 3, 1952. 
Lee Lundgren, Sept. 2, 1952. 


John Edward Cooke, Sept. 8, 1952. 
Donald O. Spencer, Sept. 3, 1952. 
Lee Lundgren, Sept. 2, 127°. 

Lee Lundgren, Sept. 2, 1952. 

Irving Krane, Sept. 2, 1952. 

John Edward Cooke, Sept. 3, 1952. 
Lee Lundgren, Sept. 2, 1952. 

Lee Lundgren, Sept. 2, 1952. 

Irving Krane, Sept. 2, 1952. 

John Edward Cooke, Sept. 3, 1952. 


Roy Thompson, Sept. 4, 1952. 
Roy Thompson, Sept. 4, 1952. 


Lee Lundgren, Sept. 2, 1952. 
Irving Krane, Sept. 2, 1952. 
Donald O. Spencer, Sept. 3, 1952. 


Donald O. Spencer, Sept. 3, 1952. 


Lee Lundgren, Sept. 2, 1952. 
Irving Krane, Sept. 2, 1952. 


Lee Lundgren, Sept. 2, 1952. 


pence mes. 
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Harris, Lem 
Instructor, Communist Party school. 
Hassen, Peter 
Member, Great Lakes Forge, local 
FEU. 
Hayes, Charley 
Believed an employee of the Wilson 
plant. 
Hendle, Arthur 
Herman, Irving 
Communist Party functionary. 
Hillyer, Dorothy 
Horn, Annette 
UPWA. 
Horn, Jean. (See Jean Erickson.) 
Howell, Willie 
Member, local 347, UPWA. 
Huff, Beatrice (Mrs. Pope Huff) 
Member, FEU, local 108. 
Huff, Pope 
Official, FEU, local 108. 
Johnson, Levi 
Member, local 347, UPWA. 
Jones, Hazel 
Member, local 150, FE-CIO. 
Karpa, Mike 
Official, UE, and member, UE local 
1119. 
Katzen, Leon 
Communist Party 
staff member, UE. 
Keller, Jim 
Communist Party organizer. 
Killinger, Charles 
Field representative, 
ment Union. 
Koss, Anthony 
Financial secretary-treasurer, 
1150. 
Kramer, Vicki 
Krantzler, Melvin 
Official UE, district 11. 
Krantzler, Milt 
Kruse, Theo (female) 
Kushner, Sam 
Communist. Party organizer, official, 
UB local 1119. 
LaMaux, Ina 
Cfficial, UE. 
Lassiter, Charles 
Lawson, Charles 
Member, local 101, FEU. 
Leddel, Olaf 
Watchmaker. 
Levitova, Ruth 
Official, UE local 1150. 
Levine, Murray 
Employed, Birtman Electric. 
Levine, Sarah (Mrs. Murray Levine) 
Lewis, Mrs. Patricia 
Lightfoot, Claude 
Communist Party functionary. 
Lofgren, Raynal (Ray) 
Member UE. 
Lucas, Bernard 
Official, Longshoremen’s Union. 


functionary and 


Farm Equip- 


local 
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Identified as Communist by— 
Lee Lundgren, Sept. 2, 1952. 


Alcide T. Kratz, Sept. 3, 1952. 
Roy Thompson, Sept. 4, 1952. 
Donald O. Spencer, Sept. 3, 1952. 
Lee Lundgren, Sept. 2, 1952. 
Donald O. Spencer, Sept. 3, 1952. 
Alcide 'T. Kratz, Sept. 3, 1952. 
Roy Thompson, Sept. 4, 1952. 
John Edward Cooke, Sept. 3, 1952. 
John Edward Cooke, Sept. 3, 1952. 
Roy Thompson, Sept. 4, 1952. 
Donald O. Spencer, Sept. 3, 1952. 


Lee Lundgren, Sept. 2, 1952. 


Lee Lundgren, Sept. 2, 1952. 


Roy Thompson, Sept. 4, 1952. 
Alcide T. Kratz, Sept. 3, 1952. 


Irving Krane, Sept. 2, 1952. 


John Edward Cooke, Sept. 3, 1952. 
Lee Lundgren, Sept. 2, 1952. 


Irving Krane, Sept. 
Donald O. Spencer, 
Lee Lundgren, Sept. 
Irving Krane, Sept. 


2, 1952. 
Sept. 3, 
2, 1952 
2, 1952. 


1952. 


Lee Lundgren, Sept. 2, 1952. 

John Edward Cooke, Sept. 3, 1952. 
Alcide T. Kratz, Sept. 3, 1952. 
John Edward Cooke, Sept. 3, 1952. 
Donald O. Spencer, Sept. 3, 1952. 


Lee Lundgren, Sept. 2, 1952. 
Donald O. Spencer, Sept. 3, 1952. 
Donald O. Spencer, Sept. 3, 1952. 
Roy Thompson, Sept. 4, 1952. 
Lee Lundgren, Sept. 2, 1952. 
Lee Lundgren, Sept. 2, 1952. 


Irving Krane, Sept. 2, 1952, 
Lee Lundgren, Sept. 2, 1952. 
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Luke, Randolph 
Official, local 347, UPWA. 
McHale, Jerry 
Organizer, FE-CIO. 
Manning, George 
Executive Board, local 347, UPWA. 
March, Herbert (born Herbert Fink) 
Organizer, local 347, UPWA, Com- 
munist Party functionary. 
(Appeared Sept. 5, 1952; refused to 
affirm or deny party member- 
ship.) 
Marlovits, Joe. (See Joseph Bezenhof- 
fer.) 
Matusek, Anthony (Tony) 
Official, local 108, FEU. 
Meihs, Henry 
Field representative, UE local 1114. 
Milkovitch, John 
Employed East Moline branch, Inter- 
national Harvester. 
Moore, Fred 
Member, FEU local 108. 
Oakes, Grant 
Obitz, Jessie (Mrs.) 
Chief steward, Morris division, local 
347, UPWA. 
O’Rear, Les (not certain of spelling) 
Staff member, national office UPWA. 
Parks, Sam 
Employed Wilson plant. 
(Appeared Sept. 4, 1952; refused to 
affirm or deny party member- 
ship.) 
Patterson, William L. 
Communist Party functionary. 


Penkovosky, Mollie 
Counselor, Welfare Department, lo- 
cal 347, UPWA. 
Pentacost, Joseph 

Official, FEU local 108. 
Perez, Jesse 

Sergeant at arms, local 347, UPWA. 
Versley, Wilma (nee Wilma Horn) 
Peterson 

E-mployed, Tractor Works, local 101, 

FEU. 
Poskonka, Joe 

Member, local 347, UPWA. 
Rhodes, Art 

Member, UE. 

Rogaiski, Walter (Wallie) 

Vice president, UE, local 1150. 
Rogers, Mrs. Frank. (See Tillie Carle.) 
Rossi, Andrew 

Official, FEU, local 107. 


Schmies, John 


Schoenfeld, Edwin 
Educational director, FEU. 
Scott, Robert 
Member, UE local 1150. 
Sentner, William 
Communist Party functionary ; at one 
time with Chicago Star. 


Identified as Communist by— 
Roy Thompson, Sept. 4, 1952. 


Donald O. Spencer, Sept. 3, 1952. 
Roy Thompson, Sept. 4, 1952. 


Lee Lundgren, Sept. 2, 1952. 
Roy ‘Thompson, Sept. 4, 1952. 


John Edward Cooke, Sept. 3, 1952. 
Lee Lundgren, Sept. 2, 1952. 


Donald O. Spencer, Sept. 3, 1952. 


John Edward Cooke, Sept. 3, 1952. 
Donald O. Spencer, Sept. 3, 1952. 
Roy Thompson, Sept. 4, 1952. 
Roy Thompson, Sept. 4, 1952. 


Roy Thompson, Sept. 4, 1952. 


Lee Lundgren, Sept. 2, 1952. 

John Edward Cooke, Sept. 3, 1952. 
Roy Thompson, Sept. 4, 1952. 

Roy Thompson, Sept. 4, 1952. 
John Edward Cooke, Sept. 3, 1952. 
Roy Thompson, Sept. 4, 1952. 
Alcide T. Kratz, Sept. 3, 1952 
Alcide T. Kratz, Sept. 3, 1952. 
Roy Thompson, Sept. 4, 1952. 
Lee Lundgren, Sept. 2, 1952 


Lee Lundgren, Sept. 2, 1952. 
irving Krane, Sept. 2, 1952. 


Alcide T. Kratz, Sept. 3, 1952 
Alcide T. Kratz, Sept. 3, 1952. 
Donald O. Spencer, Sept 3, 1952. 
John Edward Cooke, Sept. 3, 1952 


Lee Lundgren, Sept. 2, 1952 


Lee Lundgren, Sept. 2, 1952 


Te 


TI 


Ti 
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Identified as Communist by 


Shanta, George Alcide T. Kratz, Sept. 3, 1952. 
President, local 107, FEU. 

Sheehan, William J. Lee Lundgren, Sept. 2, 1952. 
International representative, UE. 

Smith, Adam Lee Lundgren, Sept. 2, 1952. 
Vice president, UE local 1119. 

Smith, Alice Lee Lundgren, Sept. 2, 1952 
Official, UE District Council No. 11. Irving Krane, Sept. 2, 1952 
Smith, Willie Mae Lee Lundgren, Sept. 2, 1952. 

Official, UE local 1150. 
Soso, Pasco Lee Lundgren, Sept. 2, 1952 


Official, UE local 1114. 
Star, Ed (also known as Edward 
Brown). (See Edward Brown.) 
Starobin, Joseph 


Lee Lundgren, Sept. 2, 1952. 
Foreign editor—Daily Worker. 


Stempel, Walter Lee Lundgren, Sept. 2, 1952 
Member, UE. 
Stern, Joe Donald O. Spencer, Sept. 3, 1952 


Stoecker, Clarence 
Financial secretary, local 108, FEU. 
Talley, Luther 
Agent, Progressive Union Painters, 
Chicago, 


John Edward Cooke, Sept. 3, 1952 


Lee Lundgren, Sept. 2, 1952 


Tate, James Lee Lundgren, Sept. 2, 1952. 
Former official, local 164, UAW, CIO. 
Teeple, Ray Donald O. Spencer, Sept. 3, 1952. 


Secretary Communist Party, Quad 
City area, Iowa. 
Terry, Ben Roy Thompson, Sept. 4, 1952. 
Sergeant at arms, local 347, UPWA. 
Thomas, Lane 
Member, local 347, UPWA. 
Tiegland, Donald Donald O. Spencer, Sept. 3, 1952 
Employed East Moline branch, Inter- 
national Harvester. 
Travis, Robert 


Roy Thompson, Sept. 4, 1952 


Donald O. Spencer, Sept. 3, 1952 


Tribbite, LeRoy Alcide T. Kratz, Sept. 3, 1952. 
Recording secretary, local 107, FEU. 
Turner, Leo Lee Lundgren, Sept. 2, 1952. 


Member, UPWA, formerly member 
UE. 
Van Norstrand, Joe Alcide T. Kratz, Sept. 3, 1952. 
Field representative Farm Equip- 
ment Union. 


Verri, Betty (Mrs. Al Verri) Lee Lundgren, Sept. 2, 1952. 
Member, UE. 

Wagenknecht, Alfred Lee Lundgren, Sept. 2, 1952. 
Top official, Communist Party of 

Illinois. 

Washington, Symanthia, Mrs. Roy Thompson, Sept. 4, 1952. 
Member, local 347, UPWA. 

Watkins, John Donald O. Spencer, Sept. 3, 1952. 


District vice president, FE. 
Watkins, Mrs. John. (See Catherine 


Hall.) 

Weiss, Max Lee Lundgren, Sept. 2, 1952. 
Communist Party functionary. 

Wheelock, Rex Donald 0. Spencer, Sept. 3, 1952. 
Official, UE, Quad City district. 

White, Booker John Edward Cooke, Sept. 3, 1952. 
Official, FEU, local 108. 

Wilson, John Donald O. Spencer, Sept. 3, 1952 


Employed Red Jacket Pump Co., Dav- 
enport, Lowa. 
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Identified as Communist by— 
Wilson, Mabel (Mrs. John Wilson) Donald O. Spencer, Sept. 3, 1952. 
Secretary treasurer, Communist 
Party, Quad City area, Iowa. 


Wood, Thomas Roy Thompson, Sept. 4, 1952. 
Chief steward, local 347, UPWA. 
Zarniack, Grace Alcide T. Kratz, Sept. 3, 1952. 


Secretary, Roseland Branch, Com- 
munist Party. 


PuHmapevrnia, Pa. 


Continuing the investigation of Communist infiltration into basic 
industries, the committee held hearings in another concentrated indus- 
trial section of the country, Philadelphia. Within this area are 
located many primary industries, RCA, Westinghouse, and GE, as 
well as many so-called secondary industries such as tool and die works 
which supply the tools and dies essential for the continuing defense 
of our country. 

During these hearings, the committee took testimony relating to the 
Communist control of Local 155, UE, which services approximately 30 
of the above-mentioned type shops. Mr. Thomas F. Delaney, in his 
testimony, revealed that, from the time he joined local 155 in 1941 
until he severed all connections with the Communist Party and local 
155 in May of this year, all major resolutions, elections, and disburse- 
ment of funds were engineered and sponsored by members of the Com- 
munist Party. Today, those who control the affairs of the union are 
Dave Davis, admitted member of the Communist Party, and Max 
Helfand, who refused to answer all questions relating to membership 
in the Communist Party, both of whom are currently employed as 
organizers for the local. Mr. Delaney testified that if he had not been 
a member of the Communist Party he would never have secured his 
position as organizer with the local, a position which he held from 
1942 through May 1952, nor would he have been elected as representa- 
tive of district 1, which includes eastern Pennsylvania, south New 
Jersey, Delaware, Maryland, and part of Virginia, on the national 
general executive board of UE, one of the unions bel atedly expelled 
from the CIO for being Communist controlled and dominated. 

In connection with his stewardship as a Communist Party labor offi- 
cial, Mr. Delaney attended a secret party school in New York in 1946 
to which like labor leaders throughout the United States were invited 
to receive instruction in Communist Party doctrine. This school was 
attended by approximately 30 or 40 individuals. The degree of se- 
crecy maintained by the party cencerning this school can best be illus- 
trated by the fact that Mr. Delaney was instructed to assume a ficti- 
tious name during his attendance and, under no circumstances, was he 
to communicate the purpose of his absence from Philadelphia or make 
known his whereabouts while attending this school. 

Mr. Delaney further testified that, prior to all meetings of this body 
which was the national governing body of U |, he would be contacted 
by known members of the Communist Par ty; i. e., Joe Kuzma, trade- 
union secretary of the eastern district of Pennsylvania, or Walter 
Berry, international representative of UE, and advised of the plans 
and proposals of the party which would be introduced and which he 
would support at the forthcoming board meeting. In his testimony, 
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Mr. Delaney repeated again the often-heard method of control which 
a group of organized members of the Communist Party, numbering 
seldom more than 25 or 30, can exercise over a union of 3,000 or more 
members ; how, prior to each scheduled union meeting, the Communist 
Party would hold a caucus of its members, also members of the union, 
and assign tasks to be performed by them in the open union meeting; 
tusks such as the selection of the individuals to introduce the resolu- 
tions, to second them, to speak for the passage of the proposals, and to 
denounce as red baiters and Fascists all those in opposition to these 
proposals. 

Mr. Delaney testified that it was one of the primary functions of all 
Communist Party members in influential positions in unions such 
as Local 155, UE, to be instrumental in securing places in light industry 
shops where an inexperienced Communist Party member, without 
prior industrial training, might obtain valuable experience without 
any questions asked as to his bac ‘kground or loyalty. This experience, 
in turn, could be used successfully by the Communist Party member 
when he or she made application for transfer to a heavy industry. 
Mr. Delaney testified that he was instrumental in securing such posi- 
tions for Lauren Taylor and Harold Allen in one of the shops serviced 
by local 155. Taylor and Allen later transferred to Baldwin Loco- 
motive and Bethlehem Steel, respectively. 

The committee has for many years conducted a continuing investi- 
gation into the so-called Communist underground in the United States, 
as a result of which much testimony has been taken, evaluated, and 
published for all to examine and form their own opinion as to the 
threat to our cherished liberty presented by this nefarious segment of 
the Communist Party. Adding to this knowledge of the underground 
section of the Communist Party, the committee took the testimony 
of Samuel J. DiMaria, who was one of the principal organizers 
of the underground section of the Commurust Party in Philadelphia. 
Testifying as to the method used in educating and in istructing mem- 
bers of this underground apparatus, Mr. DiMaria related that he was 
informed by Phil Bart in late 1947 to begin to outwardly sever all 
connections with the open Communist Party in Philadelphia and con- 
centrate all of his time and efforts upon the study of Marxist doctrine 
and the methods by which the underground apparatus had functioned 
successfully in Greece, France, and other countries. Sometime during 
the early part of 1948, he was again contacted by Phil Bart and told 
that his period of study was over and that he should next report to 
Abe Sokolov and Joe Kuzma for his future assignment in the under- 
ground apparatus in Philadelphia. Both Sokolov and Kuzma, long- 
time members of the Communist Party, were among the first to be 
selected by Phil Bart and Russ Nixon of the International UE staff to 
be the principal participants in the underground work. Tis primary 
——. was that of liaison man between ws and the other indi- 
viduals in the apparatus, Joe Kuzma, Jack Mondress, and Mike 
Fersick. 

While serving in this capacity, Mr. DiMaria was entrusted with 

various sums of money by Sokolov which was to be used in organizing 
work and for any other expenses incurred by the underground mem- 
bers. This money was kept in a safety deposit box secured for this 
purpose by him in his capacity as a union organizer and paid for by 
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Communist Party funds. Mr. DiMaria testified that it was the pur- 
pose of the underground section of the Communist Party in Philadel- 
phia to remain unknown and unidentified until such time as the Com- 
munist Party of the United States was declared illegal. If this hap- 
pened or does hi appen, the underground organization of the party is 
to assume leadership in organizing and solidifying Communist Party 
operations. 

For a better understanding of the true aims and purposes of the 
underground apparatus of the Communist Party in the United States 
today, we take the liberty of quoting directly from the testimony of 
Mr. DiMaria on this point: 


However, in the spring of 1951 * * * Iwas informed by Mr. Sokolov that 
there had been consideration of this group’s activity in the event of hostilities 
between the United States and the Soviet Union. I was informed that in that 
event leaflets should be distributed advising the American people that such 
a war was opposed to the best national interests of the American people. 

I was informed, further, that the Communist Party believed that should such 
a war come to be—which I certainly hope does not and I believe that everybody 
in this room certainly hopes does not—the authorities would apprehend all known 
Communists; and, therefore, those Communists who were not apprehended were 
to be organized in a group for.the carrying out of such opposition to the general 
warfare. 

In addition, it was pointed out to me that this group might be called upon to 
hinder the war effort of the United States, especially in the trade-union move- 
ment, by slowdowns, strikes, or whatever may be. 


It should be pointed out that both Mr. Delaney and Mr. DiMaria 
have left the Communist Party and have severed all connection with it. 
The individuals identified as members of the Communist Party by 
Thomas F. Delaney and Samuel DiMaria in the Philadelphia hearings 
are as follows: 
Identified as Communist by— 
Abercauph, Jules Samuel DiMaria, Oct. 15, 1952. 
Jeweler; on district committee, Com- 
munist Party of America. 
(Appeared Oct. 14, 1952; refused 
to affirm or deny party member- 
ship.) 
Allen, Harold Thomas Delaney, Oct. 13, 1952. 
Employee, Bethlehem Steel, Bethle- 
hem, Pa., member, UE local 155. 
Barry, Walter Thomas Delaney, Oct. 18, 1952. 
Former International Representative 
UE; now works for March of Labor 
Magazine. 
Bart, Philip Abraham Thomas Delaney, Oct. 13, 1952. 
District organizer Communist Party; Samuel DiMaria, Oct. 15, 1952. 
general manager and editor of 
Daily Worker, New York City. 


Cestare, Frank Thomas Delaney, Oct. 13, 1952. 
Antique dealer. Samuel DiMaria, Oct. 15, 1952. 
Darcy, Sam Adams Thomas Delaney, Oct. 13, 1952. 


Furniture dealer, West Philadelphia ; 
district organizer Communist Party, 
Philadelphia. 


Davis, mere Thomas Delaney, Oct. 13, 1952. 
Organizer, 155, UE Loeal. Samuel DiMaria, Oct. 15, 1952. 


laeneneed Oct. 18, 1952; refused 
to affirm or deny party member- 
ship. ) 
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DeFazio, Tom 

Employed National Metal-Edge Box 

Co.: member Local 155, UE. 
Delano, Dan 

District committee, Communist Party 
of America; member National Mar- 
itime Union; now believed to reside 
in New York. 

DeMarco, Helen 

Iormer secretary to David Davis. 
Devine, Jack 

Advertising business, Philadelphia. 
Donchin, Sam (also known Sam 

Don) 

District committee, Communist Party 
of America; trade-union committee, 
Communist Party of America; dis- 
trict organizer, Communist Party, 
Philadelphia area. 

Dougher, Joe 

Instructor, Workers School, Philadel- 

phia, 1940, 
Eddy, Red (J. G.) 

District committee, Communist Party 
of America; candidate for Con- 
cress, Tenth Congressional District, 
1940, Pennsylvania. 

Ellis, John Kelly (also known as John 

Joseph Ellis) 

Carpenter. 

(Appeared Oct. 14, 1952; 
affirm or deny party 
ship.) 

Fast, Howard 
Author and writer, New York City. 
Fersi k, Mike 
Salesman, Ford Agency, Broad and 
Alleghany. 

(Appeared Oct. 16, 2; refused 
to affirm or deny party member- 
ship.) 

Frankfeld, Philip 

Organizer Communist Party, 

delphia and Baltimore. 
Gannett, Betty 

National Committee, 

Party. 
Gates, Mike 

Instructor, Workers School, Philadel- 
phia, 1940, 

Geiselman, Cea (Lucia) (sister of Paul; 

Mrs. Joe Kres). 

Cleveland, Ohio. 

Geiselman, Paul, Jr. 
California. 
Glick, Ralph 

Instructor, 
delphia ; 
tionary. 

Goff, Irving 

Communist Party district representa- 

tive, New York. 
Green, Gilbert 
High Communist Party functionary. 


as 


refused to 
member- 


19° 


Phila- 


Communist 


Workers School, 
Communist 


Phila- 
Party func- 
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Identified as Communist by 


Thomas Delaney, Oct. 13, 1952. 


Samuel DiMaria, Oct. 15, 1952. 


Thomas Delaney, Oct 


Samuel DiMaria, Oct. 


Thomas Delaney, Oct. 


Samuel DiMaria, Oct 


Samuel DiMaria, Oct. 


Samuel DiMaria, Oct 


Thomas Delaney, Oct 


Thomas Delaney, Oct 


Thomas Delaney, Oct. 
Samuel DiMaria, Oct. 


Thomas Delaney, Oct 


Samuel 


Samuel DiMaria, Oct 


Samuel DiMaria, Oct. 


Samuel DiMaria, Oct. 


Samuel DiMaria, Oct. 


Thomas Delaney, Oct 
Thomas Delaney, Oct 


Samuel DiMaria, Oct. 


DiMaria, Oct. 


. 18, 1952 


15, 1952. 


o, 


1 
1 


15, 


15, 


1, 


13, 


> 


15, 


15, 


15 


3, 1952. 


1952. 


. 15, 195 


1952 


195) 


15, 195 


1 


52 


1952 


1952 


195 


195 


o2 


1952 


1852 


~ 


, 1952. 


) 


» 


» 


») 


») 
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Helfand, Max (also known as Mac 

Harris) 

Organizer, Local 155, UE. 

(Appeared Oct. 13 and 14, 1952; 
refused to affirm or deny party 
membership. ) 

Heller, Otty 
Director, Workers School, Philadel- 
phia, 1940; now in California. 
Kaplan, Louis L. 
Organizer UE, Local 155. 
Kaplan, Samuel Meyer 
Teacher, Overbrook High School. 
Klonsky, Bob 
Paid functionary of Communist Party 
in eastern Pennsylvania district. 
Koczyalka, Louise (also known as 
Louise Koszalka) 
Employed at Eby Co. 
Kuzma, Joseph 
Paid functionary for Communist 
Party, eastern Pennsylvania dis- 
trict; member Communist under- 
ground. 
Levy, Sid 
Member, Local 155, UE; employed 
Wiedemann Machine Shop. 
Lowenfels, Walter 
Writer; editor Pennsylvania Daily 
Worker newspaper; district com- 
mitteeman, Communist Party. 
McCann, Joseph 
Organizer Local 155, UE. 
Mondress, Jack 
Laundry truck driver, active in Team- 
sters’ Union. 
Morrell, Bob 
District committee, Communist Party 
of America. 
Morrell, Mary 
(Mrs. Robert Morrell) 
District committee, Communist Party 
of America. 
Nabried, Tom 
City committee of Communist Party, 
Philadelphia. 
Nixon, Russell Arthur 
UE legislative director. 
Parris, Nina 
Employee of the Hugh H. Eby Co. 
Price, Eleanor (also known as Eleanor 
Felsenstein ) 
Employee of the Hugh H. Eby Co. 
Reams, Joseph 
Instructor at Communist Party na- 
tional training school, Camp Bea- 
con, N. Y. 
Rochester, Sterling 
Employee A. J. Workman & Co.; Fur 
and Leather Workers Union. 

(Appeared Oct. 16, 1952; refused 
to affirm or deny party member- 
ship.) 

Saba, Philip 
Organizer Local 155, UB. 
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Identified as Communist by— 


Thomas Delaney, Oct. 13, 1952. 


Samuel DiMaria, Oct. 15, 1952. 


Thomas Delaney, Oct. 15, 1952. 


Thomas Delaney, Oct. 13, 1952. 


Thomas Delaney, Oct. 13, 1952. 


Thomas Delaney, Oct. 13, 1952. 


Thomas Delaney, Oct. 13, 1952. 
Samuel DiMaria, Oct. 15, 1952. 


Thomas Delaney, Oct. 13, 1952. 


Samuel DiMaria, Oct. 15, 1952. 


Thomas Delaney, Oct. 13, 1952. 


Samuel DiMaria, Oct. 15, 1952. 


Thomas Delaney, Oct. 
Samuel DiMaria, Oct. 


Thomas Delaney, Oct. 
Samuel DiMaria, Oct. 
Thomas Delaney, Oct. 
Samuel DiMaria, Oct. 
Samuel DiMaria, Oct. 
Thomas Delaney, Oct. 


Thomas Delaney, Oct. 


Thomas Delaney, Oct. 


Samuel DiMaria, Oct. 


Thomas Delaney, Oct. 


15, 


13, 


1952. 
1952. 


1952. 
1952. 


3, 1952. 


1952. 
1952. 
1952. 


1952. 


, 1952. 


1952 


1952. 
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Identified as Communist by— 
Schneiderman, Jessie Samuel DiMaria, Oct. 15, 1952. 
District committee, Communist Party 
of America. 


Scott, Ernest Thomas Delaney, Oct. 13, 1952. 
Employed at Eby Co. 

Shervington, Wilford Thomas Delaney, Oct. 13, 1952. 
Employed Eby Co. 

Siskin, George Thomas Delaney, Oct. 13, 1952. 


Instructor at Communist Party na- 
tional training school, Camp Bea- 
con, N. Y. 
Slinger, Dan Samuel DiMaria, Oct. 15, 1952. 
Chairman, Wilmington, Del., branch 
of Communist Party in 1942. 
Smith, Norman Thomas Delaney, Oct. 13, 1952. 
Former member Local 107 UE—West- 
inghouse. 
Snyder, Matt Thomas Delaney, Oct. 13, 1952. 
Former member Local 107 UE—West- 
inghouse. 
Sokolov, Abe (also known as Solway, Samuel DiMaria, Oct. 15, 1952 
Abe) 
Owner Frankfort Quilt & Bedding Co., 
Philadelphia, Pa. 
(Appeared Oct. 15, 1952; refused to 
affirm or deny party member- 


ship. ) 
Spencer, Charles Samuel DiMaria, Oct. 15, 1952. 
Paid Communist Party functionary. 
Spiller, Ethel Thomas Delaney, Oct. 13, 1952. 
Employed Local 155, UE. 
Stachel, Jack Thomas Delaney, Oct. 13, 1952. 
Instructor Communist Party national 
training school, Camp Beacon, N. Y. 
Storey, Arthur Thomas Delaney, Oct. 13, 1952. 
Employee of the Hugh H. Eby Co. 
Strong, Ed Thomas Delaney, Oct. 13, 1952. 
District Organizer, Communist Party. 
Taylor, Lauren Thomas Delaney, Oct. 13, 1952. 
Employee, Baldwin Locomotive. 
Thomas, Ben Thomas Delaney, Oct. 13, 1952. 
Member, Local 155, UE. 
Tisa, John 
Organizer, Distributive Processing 
and Office Workers of America. 
(Appeared Oct. 14, 1952; refused 
to affirm or deny party member- 
ship.) 
Williamson, John Samuel DiMaria, Oct. 15, 1952. 
National trade-union secretary, Com- 
munist Party. 
Wood, Norris, Jr. Thomas Delaney, Oct. 13, 1952. 
Instructor, Workers School, Phila- 
delphia. 
Wood, Norris, Sr. Samuel DiMaria, Oct. 15, 1952. 


Instructor, Workers School, Phila- 
delphia, 1940. 
Zucker, Jack S. 
Executive secretary, Civil Rights 
Congress. 
(Appeared Oct. 14, 1952; refused to 
affirm or deny party member- 
ship.) 
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COMMUNIST INFILTRATION OF HOLLYWOOD MOTION- 
PICTURE INDUSTRY 


The committee originally instituted an investigation to ascertain 
the scope and success of Communist efforts to infiltrate the motion- 
picture industry in 1945. As the result of this early investigation 
hearings were held in 1947, at which time the committee subpenaed 
10 persons associated with the industry who had been identified as 
members of the Communist Party. At that time these 10 persons 
refused to answer all questions concerning their Communist associa- 
tions, as a result of which they were cited for contempt of Congress, 
and all received and served jail sentences. 

From that time until 1951, the committee had carefully investigated 
all aspects of Communist efforts to infiltrate the motion-picture in- 
dustry, and in 1951 hearings were resumed. At that time, the com- 
mittee experienced much fuller cooperation and assistance from indi- 
viduals in and associated with the motion-picture industry. As a 
result, the committee ascertained that the Communist efforts to in- 
filtrate this industry had been a full-scale and carefully planned opera- 
tion and that the Communist Party had been successful in recruiting 
individuals in important and strategic positions in almost all phases 
of motion-picture production. Had these Communist efforts gone 
unexposed, it is almost inevitable that the content of motion pictures 
would have been influenced and slanted and become a medium for 
Communist propaganda. 

Asa result of the many revelations from persons who had recognized 
the traitorous nature of the Communist Party, the committee de- 
veloped much more information concerning communism in the motion- 
picture industry which resulted in additional hearings during the 
past year. The committee wishes to urge that all fields of entertain- 
ment and culture maintain a steadfast vigilance in order to avoid the 
possibility of further Communist infiltration into them. 

There follows a listing of those individuals who, through the 
knowledge gained during their own past membership in the Com- 
munist Party, have been of invaluable assfstance to the committee 
and the American people in supplying facts relating to Communist 
efforts and success in infiltrating the motion-picture industry. 


Date of appearance 





ROT TRIO... cc nitgrimatiimamen Math, ee; Ae 

I i ae —- sept. 25, 1951. 

NT IIE TEI 1csncntinddamainbindaapeieeainun - sept. 19, 1951. 

EN arees scenceitimnehcisienikaiienandianaae Oct. 22, 1951. (Bridges furnished an 


ee cal 

NE ig NII sc eisiaigsceecinicictninianenieconions 

INN III ain scapes erinnnsiomigiaeanabenion 

Fleury, Bernyce Polifka (Mrs. Eugene 
Fleury) 

I a clea 

Frank, Anne Ray (Mrs. Melvin Frank) 

Hayden, Sterling (legal name: John 
Hamilton) 

I ae ccd osechdiene 


executive sworn statement, testify 
ing fully as to his former Communist 
Party membership. It has not been 
made public.) 

Apr. 12, 1951. 

Apr. 25, 1951. 

Sept. 10, 1951. 

Sept. 24, 1951. 

Sept. 10, 1951. 

Sept. 10, 1951. 

Mar. 21, 1951. 


Sept. 29, 1952. 


~~ 
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Date of appearance 

Re Tie hcictienilcplecctestnlitalcaaadlomnini —- Feb. 13, 1952. (Janney appeared in 
executive session and testified fully 
as to his former membership in the 
Communist Party. It has not been 
made public.) 

RO lois reds wthnked pciceaireeiahncbaeetbiad Apr. 10, 1952. 

IA EIEN oc eseasscechindiceaemtiarencsiend emiaiemianeunai July 19, 1951. (Keating appeared in 
executive session and testified fully 
as to his former membership in the 
Communist Party. It has not been 
made public. ) 


LAWTCNCG, BIRRC ie bien tncimnmnee —_— Apr. 24, 1951. 
EROS. TOGRUG.. ..i::.ccccelntensieadmmmnnianien May 20, 1952. 
LOGY, MOVE. .cincsnianie tannin weeee= Jan. 28, 1952. 
ET = i cscs ccanieeatictanlgahaaiileasetgie Oct. 2. 1952. 
a ee 19-20, 1952. 
PIE, A iain isc cecenapistenamiah anicbtpiiatesianiate Mar. 21, 1951, 
GINA DRUG sien eipinnecemcvncrninntieshisiionies Sept. 20, 1951. 
RI, RN IN nw ssn piinincerieieanniaeniniiars May 20, 1952. 
Rosenberg, Meta Reis.....c.nncccus—— Apr. 13, 1951. 
BOhOORTAit, OTROTO Ch ncsidcdencncnane Aug. 19, 1952. 
Schulberg, Budd Wilson......-----.... May 23, 1951. 
TROT: EMG, cise sincycacnieneaiestniniibinie Sept. 18, 1951. 
Tuttle, Pres We rie bsancniienmaine May 24, 1951. 
Vine0?, OWS0. 6. ndcusecinennennes Oct. 2, 1952. 


Wilson, Elizabeth (Mrs. Richard Wil- Sept. 21, 1951. 

son ; nee Anderson ) 

The following persons have been identified as present or past mem- 
bers of the Communist Party. Many of these persons having the 
opportunity that all persons named before the committee have ap- 
peared before the committee and have refused to affirm or deny the 
statements made concerning their membership in the Communist 
Party. Where there is identifying information concerning the indi- 
viduals listed, it does not necessarily indicate the indiv idual’s present 
position or oc cupation but indicates the identification as made by the 
witness. 

There may occur instances in which individuals so identified have a 
name similar to persons innocent of any Communist connections. In 
such instances the committee will gladly correct any misunderstanding 
upon notification. 

Identified as Communist by— 


Albert, Sam Martin Berkeley, Sept. 19, 1951. 
Musician. 

Alexander, Harmon (Hy) Paul Marion, Oct. 2, 1952 
Radio writer. Owen Vinson, Oc t. 2, 1952 


(Appeared Oct. 6, 1952, and re- 
fused to affirm or deny Commu- 
nist Party membership.) 


Altman, Mischa David Raksin, Sept. 20, 1951. 
Musician. 

Ames, Robert Martin Berkeley, Sept. 19, 1951. 
Craft worker, movie industry. 

Amster, Lou Martin Berkeley, Sept. 19, 1951. 
Writer. Urcel Daniel, July 8, 1952. 


Appelbaum, Max. (See Matt Pellman.) 

Appelman, Max. (See Matt Pellman.) 

Arden, Betty Mildred Ashe, Sept. 17, 1951. 

Babb, Sonora Martin Berkeley, Sept. 19, 1951. 
Writer. George Bassman, Jan. 28, 1952. 








42 ANNUAL REPORT, COMMITTEE 


Backus, Georgia (Mrs. Hy Alexander) 
Actress. 

(Appeared Sept. 19, 1951, and re- 
fused to affirm or deny Commu- 
nist Party membership.) 

Barrie, Lee 
Singer. 

Barzman, Ben 
Writer. 


Barzman, Norma (Mrs. Ben Barzman) 


sjassman, Kay (formerly Mrs. George 
Bassman ) 
Becker, Leon 
Musician. 
Bein, Albert 
Writer. 
Bela, Nicholas 
Writer. 


Bengal, Ben 
Writer. 
Benson, Sidney 
Wellman) 
Communist Party functionary. 
Bercovici, Leonardo 
Writer. 

(Appeared May 16, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Berry, John (Jack) 
Director. 


(also known as Ted 


Bessie, Alvah 
Writer. 

(Appeared Oct. 28, 1947, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Biberman, Edward 
Artist. 


Biberman, Mrs. Edward. 
(See Sonja Dahl.) 
Biberman, Gale, 
(See Gale Sondergaard.) 
Biberman, Herbert 
Director. 
(Appeared Oct. 29, 1947, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 


Blaché, Herbert 
Actor. 
Blaché, Mrs. Herbert. 
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Identified as Communist by— 
Paul Marion, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952. 


¢ 
2. 


Owen Vinson, Oct. 2, 1§ 
Leo Townsend, Sept. 
Martin Berkeley, Sept. 
Charles Daggett, Jan. 21, 1952. 
Stanley Roberts, May 20, 1952. 
Roy Huggins, Sept. 29, 1952. 
George Glass, Jan. 21, 1952. 
Leo Townsend, Sept. 18, 1951. 
Roy Huggins, Sept. 29, 1952. 
Martin Berkeley, Sept. 19, 1951. 
George Bassman, Jan. 28, 1952. 
Martin Berkeley, Sept. 19, 1951. 


18, 1951. 
19, 1951. 


Martin Berkeley, Sept. 19, 1951. 


Leo Townsend, Sept. 18, 1851. 
Martin Berkeley, Sept. 19, 1951. 
Eve Ettinger, Sept. 10, 1951. 
Leo Townsend, Sept. 18, 1951. 


Leo Townsend, Sept. 18, 1951. 
Elia Kazan, Apr. 10, 1952. 

Nifford Odets, May 19, 1952. 
Richard Collins, Apr. 12, 1951. 
Edward Dmytryk, Apr. 25, 1951. 


Edward Dmytryk, Apr. 25, 1951. 
Frank Tuttle, May 24, 1951. 
Stanley Roberts, May 20, 1952. 
Bernard Schoenfeld, Aug. 19, 1952. 
Edward Dmytryk, April 25, 1951. 
Frank Tuttle, May 24, 1951. 

Leo Townsend, Sept. 18, 1951. 
William Blowitz, Sept. 20, 1951. 
Isobel Lennart, May 20, 1952. 

Meta Reis Rosenberg, Apr. 13, 1951. 
Frank Tuttle, May 24, 1951. 
Stanley Roberts, May 20, 1952. 


Meta Reis Rosenberg, Apr. 13, 1951. 
Edward Dmytryk, Apr. 25, 1951. 
Budd Schulberg, May 23, 1951. 
Frank Tuttle, May 24, 1951. 

Martin Berkeley, Sept. 19, 1951. 
David Raksin, Sept. 20, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Isobel Lennart, May 20, 1952. 
Stanley Roberts, May 20, 1952. 
Bernard Schoenfeld, Aug. 19, 1952. 
Richard Collins, Apr. 12, 1951, 


Richard Collins, Apr. 12, 1951. 
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Blankfort, Henry 
Writer. 

(Appeared Sept. 18, 1951, and re- 
fused to aflirm or deny member- 
ship in the Communist Party.) 

Blankfort, Lorry. 

Boretz, Allen 
Writer. 

Brand, Phoebe 

(Mrs. Morris Carnovsky ) 
Actress. 

Bright, John 
Writer. 


Bright, Josephine (Mrs. John Bright). 
Bromberg, Goldie (Mrs. J. Edward 
Bromberg. ) 
Brown, F. 
Communist Party functionary. 
Buchman, Beatrice (Mrs. Sidney Buch- 
man.) 
Buchman, Harold 
Writer 

(Appeared Apr. 17, 1951, and re- 
fused to aflirm or deny member- 
ship in the Communist Party.) 

Buchman, Sidney 
Writer, producer. 

(Appeared Sept. 25, 1951. He was 
later subpenaed to appear again 
before the committee on Jan. 25 
and 28, 1952, and in both in- 
stances failed to respond to the 
subpenas. As a result, Sidney 
Buchman is under indictment 
for contempt of Congress. ) 

Burns, Jessie 
Studio reader 


Burrows, Abe 
Writer 
(Appeared Nov. 12, 1952; testimony 
was vague as to Communist 
Party membership and is still 
under investigation. ) 
Burton, Val 
Butler, Hugo 
Writer. 


Butler, Jean (Mrs. Hugo Butler) 
Writer. 

Campbell, 
Parker. ) 

Carlisle, Harry 
Writer. 


Mrs. Alan. (See Dorothy 


Carnovsky, Morris 
Actor. 

(Appeared Apr. 24, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Carnovsky, Mrs. Morris. (See Phoebe 
Brand.) 


H. Rept. 2516, 82-2——-4 
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Identified as Communist by— 
Edward Dmytryk, Apr. 25, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Isobel Lennart, May 20, 1952. 


Martin Berkeley, Sept. 19, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Leo Townsend, Sept. 18, 1951. 
Eliz Kazan, Apr. 10, 1952. 
Clifford Odets, May 19, 1952. 
Richard Collins, Apr. 12, 1951. 
Frank Tuttle, May 24, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Budd Schulberg, May 23, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Frank Tuttle, May 24, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Max Silver, Jan. 21, 1952. 

Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Anne Ray Frank, Sept. 10, 1951. 
Martin Berkeley, Sept. 19, 


1951. 


Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Isobel Lennart, May 20, 1952. 
Owen Vinson, Oct. 2, 1952. 


Roy Huggins, Sept. 29, 1952. 
Frank Tuttle, May 24, 10951. 
Martin Berkeley, Sept. 19, 1951. 
Stanley Roberts, May 20, 1952. 
Bernard Schoenfeld, Aug. 19, 1952. 
Stanley Roberts, May 20, 1952. 


)2 


Budd Schulberg, May 23, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Roy Huggins, Sept. 29, 1952. 
Mare Lawrence, Apr. 24, 1951. 
Leo Townsend, Sept. 18, 1951. 
Charles Daggett, Jan. 21, 1952. 
Elia Kazan, Apr. 10, 1952. 
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Chamberlin, Howland 
Actor. 

(Appeared Sept. 18, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Chapman, Tom 
Studio reader. 
Chodoroyv, Edward 

Producer. 
Chodorov, Jerome 
Writer. 
Clark, Maurice 


Cole, Lester 
Writer. 
(Appeared Oct. 30, 1947, and re- 
fused to affirm or deny Commu- 
nist Party membership.) 


Cole, Mrs. Lester 
Comingore, Dorothy 
Actress. 

(Appeared Oct. 6, 1952, and re- 
fused to affirm or deny Commu- 
nist Party membership.) 

Corey, George 
Writer. 

Corey, Jeff 
Actor. 

(Appeared Sept. 21, 1951, and re- 
fused to affirm or deny Commu- 
nist Party membership. ) 

Crutcher, Norval 
Organizer, Technicians local, IATSE. 
Dahl, Sonja (Mrs. Edward Biberman). 


D’Ambarey, Bob 
D’Ambarey, Leona 
Studio secretary. 
Dana, Ambur. (See Mrs. Ambur Salt.) 
Dare, Danny 
Theatrical producer. 

(Appeared as witness on Sept. 27, 
1951, and denied he had ever 
been a member of Communist 
Party. This matter is still under 
investigation by the committee.) 

DaSilva, Howard 
Actor. 

(Appeared Mar. 21, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Dassin, Julius (Jules) 
Director. 
Davidson, Ellen 

Housewife ; ex-actress. 

Dimsdale, Howard 
Writer. 
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Identified as Communist by— 
(Investigation identifying Mr. Cham- 
berlin as a member of the Communist 
Party has not been made public.) 


Elizabeth Wilson, Sept. 21, 1951 
Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Edward Dmytryk, Apr. 25, 
Frank Tuttle, May 24, 1951. 
Martin Berkeley, Sept. 19, 1951, 
Richard Collins, Apr. 12, 1951. 
Meta Reis Rosenberg, Apr. 13, 1951. 
Mare Lawrence, Apr. 24, 1951. 
Edward Dmytryk, Apr. 25, 1951. 
sudd Schulberg, May 23, 1951. 
Frank Tuttle, May 24, 1951. 

Martin Berkeley, Sept. 19, 1951. 
William Blowitz, Sept. 20, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Melvin Levy, Jan. 28, 1952. 
Isobel Lennart, May 20, 1952. 
William Blowitz, Sept. 20, 1951. 
Max Silver, Jan. 23, 1952. 


951. 


Edward Dmytryk, Apr. 25, 1951. 
Mare Lawrence, Apr. 24, 1951. 
Paul Marion, Oct. 2, 1952. 


Martin Berkeley, Sept. 19, 1951. 


Frank Tuttle, May 24, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Stanley Roberts, May 20, 1952. 
Martin Berkeley, Sept. 19, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 


Edward Dmytryk, Apr. 25, 1951. 
Frank Tuttle, May 24, 1951. 
Paul Marion, Oct. 2, 1952 


a 


Martin Berkeley, Sept. 19, 1951. 
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Donath, Hannah Schwartz 
(Mrs Ludwig Donath) 

(Appeared Sept. 12, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Dratler, Irving. (See Alvin Hammer.) 
Dreher, Carl] 
Engineer ; technician. 
D’Usseau, Arnaud 
Writer. 
D’Usseau, 
seau) 
Edgley, Leslie 
Edmond, Sue 
Elisku, Edward 
Writer. 
Ellis, Dave 
Radio actor and writer. 

(Appeared Oct. 6, 1952 and refused 
to affirm or deny membership in 
the Communist Party.) 

Endfield, Cyril 
Writer ; director. 
Endore, Guy 


Susan (Mrs. Arnaud D’Us- 


(See Sue Lawson.) 


Writer. 
Faragoh, Elizabeth (Mrs. Francis 


Faragoh) 
Faragoh, Francis 
Writer. 


Farmer, Mary Virginia 
Actress, 

(Appeared Sept. 21, 1951, and re- 
fused to affirm or deny member- 
ship in Communist Party.) 

Finn, Pauline Lauber (also known as 
Pauline Lauber) 

Fiske, Dick 
Movie studio. 

Folkoff, Isaac “Pop” 

Foreman, Carl 
Writer. 

(Appeared Sept. 24, 1951, and re- 
fused to affirm or deny Commu- 
nist Party Membership. ) 

Fraser, Bernice 

Fuller, Lester 
Writer. 

Geer, Will 
Actor. 

(Appeared Apr. 11, 1951, and re- 
fused to aflirm or deny member- 
ship in Communist Party.) 

Gilbert, Ed 

Set designer. 
Gleichman, Kelly 

Communist Party functionary. 
Glenn, Charles 

Writer, People’s World. 


Glenn, Elizabeth Leech (Mrs. Charles 
Glenn.) (See Elizabeth Leech.) 
Goldberg, Alice. (See Mrs. lan Hunter.) 
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Identified as Communist by— 
(Investigation identifying Mrs. Donath 
as Communist Party has not been 
made public.) 


Martin Berkeley, Sept. 19, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Stanley Roberts, May 20, 1952. 
Stanley Roberts, May 20, 1952. 


Roy Huggins, Sept. 29, 1952 
Martin Berkeley, Sept. 19, 1951. 


Owen Vinson, Oct. 2, 1952 


Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Roy Huggins, Sept. 29, 1952. 
Edward Dmytryk, Apr. 25, 1951. 
Meta Reis Rosenberg, Apr. 13, 1951. 
Edward Dmytryk, Apr. 25, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Richard Collins, Apr. 12, 1951. 


Elizabeth Wilson, Sept. 21, 1951. 


Sterling Hayden, Apr. 10, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Melvin Levy, Jan. 28, 1952. 
Stanley Roberts, May 20, 1952 


David Raksin, Sept. 20, 1951. 
Eve Ettinger, Sept. 10, 1951. 


Harold Ashe, Sept. 17, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Richard Collins, Apr. 12, 1951. 
Frank Tuttle, May 24, 1951. 
Leo Townsend, Sept. 18, 1951. 
Paul Marion, Oct. 2, 1952. 
Owen, Vinson, Oct. 2, 1952. 
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Goldman, Harold 
Writer. 
Goldman, Kathleen (Mrs. Harold Gold- 
man) 
Gordon, Donald 
Assistant editor, 
partment. 

(Appeared Sept. 24, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Gordon, Michael 
Director. 

(Appeared Sept. 17, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Gorney, Jay 
Song writer. 


studio story de 


Gorney, Sondra (Mrs. Jay Gorney) 


Gough, Lloyd 
Actor. 

(Appeared May 17, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Graff, Fred 
Actor. 

(Appeared April 13, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Grant, Elizabeth (Betty) 
Grant, Morton 
Writer. 


Greenberg, Alex 
Grennard, Elliott 
Gruen, Margaret (Peggy) 
Writer. 
Hallgren, George 
Hallgren, Nora 
gren) 
Communist Party functionary. 
Hammer, Alvin (real name; 
Dratler) 
Actor. 

(Appeared May 16, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Hammett, Dashiell 
Writer. 

Harper, Annette 
Actress. 

(Appeared Oct. 6, 1952, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Harris, Lou 
Publicity man. 


(Mrs. George Hall- 


Irving 


Harris, Vera (Mrs. Lou Harris) 


Identified as Communist by— 
Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 


Edward Dmytryk, Apr. 25, 1951. 
Frank Tuttle, May 24, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Charles Daggett, Jan. 21, 1952. 
George Glass, Jan. 21, 1952. 

Leo Townsend, Sept. 18, 1951. 
Charles Daggett, Jan. 21, 1952. 
Stanley Roberts, May 20, 1952. 
Paul Marion, Oct. 2, 1952. 


(Investigation identifying Mr. Graff as 
a member of the Communist Party 
has not been made public.) 


Elizabeth Wilson, Sept. 21, 1951. 
Martin Berkeley, Sept. 19, 1951. 
William Blowitz, Sept. 20, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Stanley Roberts, May 20, 1952. 
Roy Huggins, Sept. 29, 1952. 
Elizabeth Wilson, Sept. 21, 
Paul Marion, Oct. 2, 1952. 
Isobel Lennart, May 20, 1952. 
Richard Collins, April 12, 1951. 
Frank Tuttle, May 24, 1951. 
Isobel Lennart, May 20, 1952. 
Paul Marion, Oct. 2, 1952. 


1951. 


Martin Berkeley, Sept. 19, 1951. 
Paul Marion, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952. 


Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Martin Berkeley, Sept. 19, 1951, 
Elizabeth Wilson, Sept. 21, 1951. 
Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
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Hellman, Lillian 
Playwright. 

(Appeared May 21, 1952, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Hentschel, Irving Paul 
Crafts worker ; member IATSE. 
Hilberman, David 
Motion picture lay-out artist. 
Hilberman, Lib (Mrs. David Hilber- 
man) 
Hopkins, Pauline 
Radio writer. 
Huebsch, Edward 
Writer. 


Hunter, Ian McLellan 
Writer. 
Hunter, Mrs. Ian (Alice Goldberg) 
Ivens, Joris 
Documentary films. 
Jacobson, Eli 
Party functionary. 
James, Daniel Lewis 
Writer. 

(Appeared Sept. 19, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

James, Lilith (Mrs. Dan James) 
Writer. 

(Appeared Sept. 19, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Jarrico, Paul 
Writer. 

(Appeared Apr. 13, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 


Jarrico, Sylvia 


Jeffries, Jan 
(Pen name for Henry Blankfort; see 
Henry Blankfort.) 
Jerome, V. J. 
Party functionary. 
(Appeared Mar. 8, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 


Identified as Communist by— 
Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 


sernyce Fleury, Sept. 24, 1951. 
Eugene Fleury, Sept. 10, 1951. 
Eugene Fleury, Sept. 10, 1951. 


Paul Marion, Oct. 2, 1952. 


Frank Tuttle, May 24, 1951. 
Lee Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 
Melvin Levy, Jan. 28, 1952. 
Stanley Roberts, May 20, 1952. 
Bernard Sehoenfeld, Aug. 19, 1952. 
Martin Berkeley, Sept. 19, 1951. 


1951. 


Martin Berkeley, Sept. 19, 1951. 
Martin Berkeley, Sept. 19, 1951. 
George Bassman, Jan. 28, 1952. 


Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Roy Huggins, Sept. 29, 1952. 


Richard Collins, Apr. 12, 1951. 
Meta Reis Rosenberg, Apr. 13, 1951. 
Budd Schulberg, May 23, 1951. 
Lee Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
David Raksin, Sept. 20, 1951. 
Charles Daggett, Jan. 21, 1952. 
Isobel Lennart, May 20, 1952. 
Anne Ray Frank, Sept. 10, 1951. 
Paul Marion, Oct. 2, 1952. 
Elizabeth Wilson, Sept. 21, 1951. 
(Elizabeth Wilson identified Paul 
Jarrico as a member of the Young 
Communist League.) 
Leo Townsend, Sept. 18, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
(Elizabeth Wilson identified Sylvia 
Jarrico as a member of the Young 
Communist League.) 


Sterling Hayden, Apr. 10, 1951. 
Richard Collins, Apr. 12, 1951. 
Budd Schulberg, May 23, 1951. 
Frank Tuttle, May 24, 1951. 
Harold Ashe, Sept. 17, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Max Silver, Jan. 21, 1952. 

Elia Kazan, Apr. 10, 1952. 
Clifford Odets, May 19, 1952. 
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Kahn, Gordon 
Writer. 


Kibbee, Roland 
Writer. 

Killian, Michael 

Killian, Victor 
Actor. 

(Appeared Apr. 138, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

<lowden, Nina (also known as Anna) 
Radio actress. 
Koenig, Lester 
Associate producer : 

(Appeared Sept. 24, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Kraber, Tony 
Actor. 

Kraft, Hyman Solomon (Hy) 
Writer. 

(Appeared Mar. 20, 1952, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Lardner, Ring, Jr. 
Writer. 

(Appeared Oct. 30, 1947, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 


Lauber, Pauline. 
(See Pauline Lauber Finn.) 
Lawson, John Howard 
Writer. 
(Appeared Oct. 27, 1947, and re. 
fused to affirm or deny member- 
ship in the Communist Party.) 


Lawson, Sue (Mrs. John Howard Law- 
son ) 
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Identified as Communist by— 
Richard Collins, Apr. 12, 1951. 
Meta Reis Rosenberg, Apr. 13, 1951. 
Mare Lawrence, Apr. 24, 1951. 
Edward Dmytryk, Apr. 25, 1951. 
Budd Schulberg, May 238, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Charles Daggett, Jan. 21, 1952. 
Isobel Lennart, May 20, 1952. 
Stanley Roberts, May 20, 1952. 
George Glass, Jan. 21, 1952. 

Anne Ray Frank, Sept. 10, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Isobel Lennart, May 20, 1952. 

Martin Berkeley, Sept. 19, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Paul Marion, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952. 
Martin Berkeley, Sept. 19, 1951. 


Elia Kazan, Apr. 10, 1952. 
Clifford Odets, May 19, 1952. 
Martin Berkeley, Sept. 19, 1951. 


Richard Collins, Apr. 12, 1951, 

Budd Schulberg, May 23, 1951. 

Frank Tuttle, May 24, 1951. 

Martin Berkeley, Sept. 19, 1951. 

Charlies Daggett, Jan. 21, 1952. 

George Glass, Jan. 21, 1952. 

Anne Ray Frank, Sept. 10, 1951. 

Elizabeth Wilson, Sept. 21, 1951. 

(Elizabeth Wilson identified Ring 

Lardner, Jr., as a member of the 
Young Communist League. ) 


Richard Collins, Apr. 12, 1951. 
Meta Reis Rosenberg, Apr. 18, 1951. 
Edward Dmytryk, Apr. 25, 1951, 
Budd Schulberg, May 23, 1951. 
Frank Tuttle, May 24, 1951. 

Anne Ray Frank, Sept. 10, 1951. 
Harold Ashe, Sept. 17, 1951. 

Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
William Blowitz, Sept. 20, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
David Raksin, Sept. 21, 1951. 
Isobel Lennart, May 20, 1952. 
Stanley Roberts, May 20, 1952. 
Bernard Schoenfeld, Aug. 19, 1952. 
William Blowitz, Sept. 20, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
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Leech, Elizabeth (Mrs. Charles Glenn) 
Communist Party functionary. 


Lees, Robert 
Writer 
(Appeared Apr. 11, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 


Leonard, Charles 
Writer. 
Lerner, Tillie 
Writer. 
Leverett, Lewis 
Actor. 
Levitt, Alfred 
Studio reader, writer. 

(Appeared Sept. 18, 1951; refused 
to affirm or deny party member- 
ship.) 

Levitt, Helen Slote. (See Helen Slote.) 
Lieberman, Irwin 
Writer. 
Lindeman, Mitchell 
Director. 
Lord, Sarajo 
Director, Hollywood Arts, Sciences, 
and Professions Council. 

(Appeared Oct. 7, 1952; refused to 
affirm or deny party member- 
ship.) 

Losey, Joseph 

Director. 
Losey, Louise 
(Mrs. Joseph Losey) 
MacGregor, Marjorie. 
(See Marjorie Manoff.) 
Maltz, Albert 

Writer. 

(Appeared Oct. 28, 1947; refused to 
affirm or deny party member- 
ship.) 


Manoff, Arnold 
Writer. 


Manoff, Marjorie 

(Mrs. Arnold Manoff; also known as 
Marjorie Potts and Marjorie Mac- 
Gregor.) 

Marrow, Sylvia. 

(See Mrs, Abraham Polonsky.) 

Matthews, Allen 
Actor. 

Max, Edwin Miller 
(Appeared Oct. 6, 1952: refused to 

affirm or deny party membership. ) 
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Identified as Communist by- 
Richard Collins, Apr. 12, 1951. 
Frank Tuttle, May 24, 1951. 

Leo Townsend, Sept. 18, 1951. 
William Blowitz, Sept. 20, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Isobel Lennart, May 20, 1952. 
Owen Vinson, Oct. 2, 1952. 
Sterling Hayden, Apr. 10, 1951. 
Frank Tuttle, May 24, 1951. 

Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Stanley Roberts, May 20, 1952. 
Elizabeth Wilson, Sept. 21, 1951. 
Roy Huggins, Sept. 29, 1952. 
Martin Berkeley, Sept. 19, 1951. 


Budd Schulberg, May 23, 1951. 


Elia Kazan, Apr. 10, 1952. 
Clifford Odets, May 19, 1952. 
Martin Berkeley, Sept. 19, 1951. 
Melvin Levy, Jan. 28, 1952. 


Stanley Roberts, May 20, 1952. 


Paul Marion, Oct. 2, 1952. 

Owen Vinson, Oct. 2, 1952. 

(Investigation identifying Miss Lord 
as a member of the Communist Party 
has not been made public.) 


Leo Townsend, Sept. 18, 1951. 


Leo Townsend, Sept. 18, 1951. 


Richard Collins, Apr. 12, 1951. 
Meta Reis Rosenberg, Apr. 13, 1951. 
Edward Dmytryk, Apr. 25, 1951. 
Frank Tuttle, May 24, 1951. 

Anne Ray Frank, Sept. 10, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Isobel Lennart, May 20, 1952. 
Bernard Schoenfeld, Aug. 19, 1952. 
Edward Dmytryk, Apr. 25, 1951. 
Mildred Ashe, Sept. 17, 1951. 

Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Leo Townsend, Sept. 18, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951 
Paul Marion, Oct. 2, 1952 

Owen Vinson, Oct. 2, 1952 











50 ANNUAL REPORT, COMMITTEE ON UN-AMERICAN ACTIVITIES 


McElroy, Walter 
Writer. 

McGrew, John 
Cartoon animator. 

Meyers, Henry 
Writer. 


Miller, John (also known as Skins 


Miller) 
Actor. 
Miller, Patricia 
(Mrs. John Miller) 
Miller, Paula 
(Mrs. Lee Strasberg) 
Actress. 


(Mr. Kazan testified that it was 
his belief that Paula Miller had 
broken from the Communist 


Party.) 
Mischel, Josef 
TV story writer. 


(Appeared Sept. 24, 1951; refused 
to affirm or deny party member- 


ship.) 
Moore, Sam 
Writer. 


(Appeared Apr. 17, 1951; refused 
to aflirm or deny party member- 


ship.) 
Morgan, Ann Roth. 
(Sce Ann Roth Morgan Richards.) 
Morley, Karen 
Actress. 


(Appeared Noy. 18, 1952; refused 
to affirm or deny party member- 


ship.) 


Moss, Carleton 
Writer. 

Murphy, Maurice 
Actor. 


North, Joseph 
Writer. 
Offner, Mortimer 
TV work; ex-screen writer. 


O'Neal, Catherine 

(Mrs. Bob Roberts) 

Ornitz, Sadie 

(Mrs. Sam Ornitz) 

Ornitz, Samuel 
Writer. 


(Appeared Oct. 29, 1947; refused 
to affirm or deny party member- 


ship. ) 
Overgaard, Andrew 
Trade-unionist. 
Page, Charles 
Writer. 
Parker, Dorothy 
(Mrs. Alan Campbell) 
Writer. 


Identified as Communist by— 
Mildred Ashe, Sept. 17, 1951. 


Eugene Fleury, Sept. 10, 1951. 


Leo Townsend, Sept. 18, 1951. 
Charles Daggett, Jan. 21, 1952. 
George Glass, Jan. 21, 1952. 
Bernard Schoenfeld, Aug. 19, 1952. 
Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 


Elia Kazan, Apr. 10, 1952. 


Martin Berkeley, Sept. 19, 1951. 


Edward Dmytryk, Apr. 25, 1951. 
Paul Marion, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952. 


Sterling Hayden, Apr. 10, 1951. 
Mare Lawrence, Apr. 24, 1951. 
Leo Townsend, Sept. 18, 1951. 
Charles Daggett, Jan. 21, 1952. 
Stanley Roberts, May 20, 1952. 
Paul Marion, Oct. 2, 1952. 


Meta Reis Rosenberg, Apr. 13, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Isobel Lennart, May 20, 1952. 
Sterling Hayden, Apr. 10, 1951. 


Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Melvin Levy, Jan. 28, 1952. 

Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Richard Collins, Apr. 12, 1951. 


Meta Reis Rosenberg, Apr. 13, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Elia Kazan, Apr. 10, 1952. 
Clifford Odets, May 19, 1952. 
Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 


P 
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Pellman, Matt (also known as Mike 

Pell, Max Appleman or Appelbaum) 

Communist Party functionary. 
Pepper, George 
Employee, Communist front organi- 
zations. 
Pepper, Joy 
Perlin, Paul 
Studio worker. 

(Appeared Oct. 6, 1952; refused to 
affirm or deny party member- 
ship.) 

Pettus, Ken 
Radio writer. 
Polifka, Bernyce. 
lifka Fleury.) 

Polin, Ben 
Photographer. 

Polonsky, Abraham Lincoln 
Director-writer. 

(Appeared Apr. 25, 1951; refused 
to affirm or deny party member- 
ship.) 


(See Bernyce Po- 


Polonsky, Sylvia Marrow 
(Mrs. Abraham Polonsky) 
Pomerance, Mortimer William 
Screen Writers’ Guild, former execu- 
tive secretary. 

(Appeared Feb. 5, 1952; refused to 
affirm or deny party member- 
ship.) 

Potts, Marjorie. 
Gregor Manoff.) 

Purcell, Gertrude 

Rapf, Maurice 
Writer. 


(See Marjorie Mac- 


Revere, Ann 
Actress. 

(Appeared Apr. 17, 1951; refused 
to affirm or deny party member- 
ship. ) 

Reynolds, Bella Lewitzky 
Dancer. 

(Appeared Sept. 12, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Richards, Ann Roth Morgan 
Housewife. 

(Appeared Sept. 20, 1951; refused 
to affirm or deny party member- 
ship.) 

Richards, Robert L. 
Writer. 

(Appeared Sept. 20, 1951; refused 
to affirm or deny party member- 
ship.) 

Rinaldo, Fred 
Writer. 


Rinaldo, Marie 
River, W. L. 
Writer. 
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Identified as Communist by— 


Martin Berkeley, Sept. 19, 1951. 
Max Silver, Jan. 21, 1952. 


Edward Dmytryk, Apr. 25, 1951. 


Leo Townsend, Sept. 18, 1951. 
Max Silver, Jan. 24, 1952. 


Owen Vinson, Oct. 2, 1952. 


Paul Marion, Oct. 2, 1952. 


Richard Collins, Apr. 12, 1951. 
Sterling Hayden, Apr. 10, 1951. 
Meta Reis Rosenberg, Apr. 13, 1951. 
Leo Townsend, Sept. 18, 1951. 
Charles Daggett, Jan. 21, 1952. 
Stanley Roberts, May 20, 1952. 

Leo Townsend, Sept. 18, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Bernyce Fleury, Sept. 24, 1951. 
Eugene Fleury, Sept. 10, 1951. 


Martin Berkeley, Sept. 19, 1951. 

Leo Townsend, Sept. 18, 1951. 

Martin Berkeley, Sept. 19, 1951. 

Elizabeth Wilson, Sept. 21, 1951. 

(Investigation identifying Miss Revere 
as a member of the Communist Party 
has not been made public.) 


(Investigation identifying Mrs. Reyn- 
olds as a member of the Communist 
Party has not been made public.) 


Martin Berkeley, Sept. 19, 1951. 
Roy Huggins, Sept. 29, 1952. 


Roy Huggins, Sept. 29, 1952. 


Frank Tuttle, May 24, 1951. 

Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept 19, 1951. 
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Roberts, Bob 
Producer. 

Roberts, Mrs. Bob. (See Catherine 
O'Neal.) 

Roberts, Marguerite (professional 
name for Mrs. John Sanford, nee 
Smith.) 

Writer. 

(Appeared Sept. 20, 1951; refused 
to affirm or deny party member- 
ship.) 

Robeson, Naomi. 

ltobinson, Jack 

Radio writer. 

Robinson, Mary 

Radio writer. 

Romain, Jerome Isaac. (See V. J. Je 

rome. ) 

Ronka, Wayne 

Musician. 

Rossen, Robert 

Producer. 

(Appeared June 25, 1951; refused 
to affirm or deny party member- 
ship.) 

Roth, Ann. (See Ann Roth Morgan 

Richards. ) 

Rousseau, Louise 

Writer. 

(Appeared Sept. 21, 1951; refused 
to affirm or deny party member- 
ship.) 

Ruthven, Madelaine 

Communist Party functionary; ex- 
writer. 


Sabinson, Lee 
Broadway producer. 
Sage, Frances 
Actress. 
Salt, Ambur 
(Ambur Dana) 
Secretary. 
Salt, Waldo 
Writer. 
(Appeared Apr. 13, 1951; refused 
to affirm or deny party member- 
ship. ) 


Sanford, Marguerite. (See Marguerite 
Roberts. ) 
Schneider, Isadore 
New Masses editor. 
Schneiderman, William 
Communist Party functionary. 
Schulberg, Virginia (now Mrs. Peter 
Viertel.) 
Scofield, Janette (Mrs. Louis Scofield.) 
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Identified as Communist by— 
Martin Berkeley, Sept 19, 1951. 


Martin Berkeley, Sept 19, 1951. 


Owen Vinson, Oct. 2, 1952. 
Paul Marion, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952. 
Paul Marion, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952. 


Martin Berkeley, Sept. 19, 1951. 


Richard Collins, Apr, 12, 1951. 

Meta Reis Rosenberg, Apr. 138, 1951. 
Leo ‘Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Anne Ray Frank, Sept. 10, 1951. 


(Investigation identifying Miss Rous- 
seau as a member of the Communist 
Party has not been made public. ) 


Richard Collins, Apr. 12, 1951. 

Meta Reis Rosenberg, Apr. 13, 1951. 
Frank Tuttle, May 24, 1951. 

Martin Berkeley, Sept. 19, 1951. 
David Raksin, Sept. 20, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Isobel Lennart, May 20, 1952. 

Eve Ettinger, Sept. 10, 1951. 

Martin Berkeley, Sept. 19, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Richard Collins, Apr. 12, 1951. 


Richard Collins, Apr. 12, 1951. 

Meta Reis Rosenberg, Apr. 13, 1951. 
sudd Schulberg, May 23, 1951. 
Frank W. Tuttle, May 24, 1951. 
Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
David Raksin, Sept. 20, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Richard Collins, Apr, 12, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Elizabeth Wilson, Sept. 21, 1951. 
Owen Vinson, Oct. 2, 1952. 
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Scofield, Louis 
Actor, writer. 

(Mr. Vinson testified that it was 
his belief that Mr. Scofield had 
broken from the Communist 
Party.) 

Scott, Adrian 
Producer. 

(Appeared Oct. 29, 1947; refused 
to affirm or deny party member- 
ship.) 

Seidel, Louise 
Shafran, Eva 
Communist Party functionary. 


Shapiro, Art 
Radio writer or 

Shapiro, Victor 
Publicist. 

Ship, Reuben 
Radio and screen writer. 

(Appeared Sept. 24, 1951; refused 
to affirm or deny party member 
ship.) 

Shore, Viola Brothers 
Writer. 

Shore, Wilma (Mrs. Lou Solomon) 
Writer. 

Sillen, Samuel 
Writer. 

Silverblatt, Hloward 
Silva.) 

Sklar, George 
Writer. 


publicist. 


Hioward Da- 


(Nee 


Slote, Helen 
Secretary. 
‘Appeared Sept. 18, 1951; refused 
to affirm or deny party member- 
ship.) 
Smith, Art 
Actor. 
Smith, Ralph 
Set designer. 
Solomon, Mrs. Lou. (See Wilma Shore. ) 
Sondergaard, Gale (Edith Holm Sond- 
ergaard; Mrs. Herbert Biberman) 
Actress 
(Appeared Mar. 21, 1951; refused 
to affirm or deny party member- 
ship.) 
Sparks, Nemmy (Ned) 
Communist Party functionary. 


(Mrs. Al Levitt) 


Stander, Alice (nee Alice Twitchell). 
Stander, Lione! 
Actor. 


Stander, Lucy (Mrs. Lionel Stander). 
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Identified as Communist by- 
Owen Vinson, Oct. 2, 1952. 


Edward Dinytryk, Apr. 25, 1951 
Elizabeth Wilson, Sept. 21, 1951. 


Frank Tuttle, May 24, 1951. 
Harold Ashe, Sept. 17, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Paul Marion, Oct. 2, 1952. 
Martin Berkeley, Sept. 19, 1951. 
George Bassman, Jan. 28, 1952. 
Paul Marion, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952 


Martin Berkeley, Sept. 19, 1951. 


1951. 
29, 1952. 


Martin Berkeley, Sept. 19, 
Roy Huggins, Sept 
Paul Marion, Oct. 


Martin Berkeley, 1951, 
Isobel Lennart, May 20, 1952. 
Roy Huggins, Sept. 29, 1952. 
Martin Berkeley, Sept. 19, 1951. 


Sept. 1, 


Elia Kazan, Apr. 10, 1952. 
Clifford Odets, May 19, 1952 


Harold Ashe, Sept. 17, 1951. 


Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Bernard Schoenfeld, Aug. 19, 1952. 


Richard Collins, Apr. 12, 1951. 
Frank Tuttle, May 24,.1951. 
Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Mare Lawrence, Apr. 24, 1951. 
Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Charles Daggett, Jan. 21, 1952. 
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Stapp, John 
Communist Party functionary. 


Stephenson, Janet. (See also Janet 
Stevenson. ) 
Stevenson, Janet (Mrs. Philip Steven- 
son). (See also Janet Stephenson.) 
Stevenson, Philip Edward 
Writer 
(Appeared Sept. 19, 1951; refused 
to affirm or deny membership in 
the Communist Party.) 
Stewart, Donald Ogden 
Writer. 
Stone, Eugene R. 
Radio writer 
(Appeared Oct. 6, 1952; refused to 
affirm or deny party member- 
ship. ) 
Strack, Celeste 
Communist Party functionary. 
Strasberg, Mrs. Lee. (See Paula 
Miller.) 
Strawn, Arthur 
Writer 
(Appeared May 10, 1951; refused 
to affirm or deny party member- 
ship.) 
Sullivan, Elliott (also known as Ely 
Sullivan) 
Actor. 
Taffel, Bess 
Writer 
(Appeared Sept. 18, 1951; refused 
to affirm or deny party member- 
ship.) 
Terkel, Ida (Mrs. Louis Terkel). 
Terkel, Louis 
Actor. 
Thompson, Jim. 
Tompkins, Capt. Ward Miller (War- 
wick) 
Ship captain 
Townsend, Mrs. Lee 
(Mr. Townsend testified that Mrs. 
Townsend had broken from the 
Communist Party.) 
Traube, Shepard 
Theater director and producer 
(Appeared Mar. 6, 1952; refused to 
affirm or deny party membership. 
His testimony has not been made 
public.) 
Tree, Dorothy. (See Dorothy Tree 
Uris.) 
Trivers, Jane (Mrs. Paul Trivers). 


Identified as Communist by— 
Sterling Hayden, Apr. 10, 1951. 


Meta Reis Rosenberg, Apr. 13, 1951. 


Frank Tuttle, May 24, 1951. 
Leo Townsend, Sept. 18, 1951. 
William Blowitz, Sept. 20, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 
Marburg Yerkes, Jan. 24, 1952. 
Roy Huggins, Sept. 29, 1952. 
Paul Marion, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952. 
Isobel Lennart, May 20, 1952. 
George Glass, Jan. 21, 1952. 


Roy Huggins, Sept. 29, 1952. 


Roy Huggins, Sept. 29, 1952. 
Martin Berkeley, Sept. 19, 1951. 


Paul Marion, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952. 


Roy Huggins, Sept. 29, 1952. 


Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 


Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Owen Vinson, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952. 


Martin Berkeley, Sept. 19, 1951. 
Sterling Hayden, Apr. 10, 1951. 


Leo Townsend, Jan. 18, 1951. 


Martin Berkeley, Sept. 19, 1951. 


Stanley Roberts, May 20, 1952. 
Bernard Schoenfeld, Aug. 19, 1952. 
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Trivers, Paul 
Writer. 


Trumbo, Dalton 
Writer 
(Appeared Oct. 28, 1947; refused to 
affirm or deny party member- 
ship.) 


Tuttle, Tania (Mrs. Frank Tuttle). 


Twitchell, Alice. 
Uerkvitz, Herta 
Studio research department 
(Appeared Sept. 20, 1951; refused 
to affirm or deny party member- 
ship.) 
Uris, Dorothy Tree (Mrs. Michael Uris) 
Actress. 


(See Alice Stander.) 


Uris, Michael 
Writer. 


Viertel, Mrs. 
Schulberg.) 

Vorhaus, Bernard 
Director. 


Peter. (See Virginia 


Vorhaus, Hetty 
Waldman, Herman (aka David Wolf) 
Radio actor. 

(Appeared Oct. 0, 1952; refused to 
affirm or deny party member- 
ship.) 

Waxman, Stanley 
Radio actor. 

(Appeared Oct. 6, 1952; refused to 
affirm or deny party member- 
ship.) 

Weber, John 

Agent. 
Weil, Richard 

Writer. 
Wellman, Ted. (See Sid Benson.) 
Wells, Miss Susan (Mrs. Arnaud D’Us- 

seau) 

Head of Communist book-shop. 
Wexley, John 

Writer. 


White, Irving J. 
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Identified as Communist by— 

Edward Dmytryk, Apr. 25, 1951. 

Frank Tuttle, May 24, 1951. 

Martin Berkeley, Sept. 19, 1951. 

Stanley Roberts, May 20, 1952. 

Bernard Schoenfeld, Aug. 19, 1952. 

Martin Berkeley, Sept. 19, 1951. 

Anne Ray Frank, Sept. 10, 1951. 

Frank Tuttle, May 24, 1951. 

Charles Daggett, Jan. 21, 1952. 

Stanley Roberts, May 20, 1952. 

Bernard Schoenfeld, Aug. 19, 1952. 

Meta Reis Rosenberg, Apr. 13, 1951. 

sudd Schulberg, May 28, 1951. 

Max Silver, Jan. 21, 1952. 

Bernard Schoenfeld, Aug. 19, 1952. 

Martin Berkeley, Sept. 19, 1951. 

Elizabeth Wilson, Sept. 21, 1951. 


Meta Reis Rosenberg, Apr. 13, 1951. 
Frank Tuttle, May 24, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Stanley Roberts, May 20, 1952. 
Bernard Schoenfeld, Aug. 19, 1952. 
Meta Reis Rosenberg, Apr. 13, 1951. 
Edward Dmytryk, Apr. 25, 1951. 
Frank Tuttle, May 24, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Stanley Roberts, May 20, 1952. 
Bernard Schoenfeld, Aug. 19, 1952. 


Edward Dmytryk, Apr. 25, 1951. 
Frank Tuttle, May 24, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Stanley Roberts, May 20, 1952. 
Bernard Schoenfeld, Aug. 19, 1952. 
sernard Schoenfeld, Aug. 19, 1952. 
Paul Marion, Oct. 2, 1952. 

Owen Vinson, Oct. 2, 1952. 


Paul Marion, Oct. 2, 1952. 
Owen Vinson, Oct. 2, 1952. 


Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Martin Berkeley, Sept. 19, 1951. 


Edward Dmytryk, May 25, 1951. 
Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Paul Marion, Oct. 2, 1952. 
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Identified as ene by— 
Whitney, Lynn Paul Marion, Oct. 2, 1952 
Actress. Owen Vinson, Oct. 2 2, 1952. 
(Appeared Oct. 6, 1952; refused to 
affirm or deny party member- 


ship.) 
Willner, George Meta Reis Rosenberg, Apr. 13, 1951. 
Writers’ agent. Martin Berkeley, Sept. 19, 1951. 


(Appeared Apr. 24, 1951; refused Melvin Levy, Jan. 28, 1952 
to affirm or deny party member- Isobel Lennart, May 20, 1952. 
ship. ) 
Willner, Tiba (Mrs. George Willner) Martin Berkeley, Sept. 19, 1951. 
Isobel Lennart, May 20, 1952. 
Wilson, Michael Bernard Schoenfeld, Aug. 19, 1952. 
Writer. 
(Appeared Sept. 20, 1951; refused 
to affirm or deny party member- 


ship.) 
Winter, Carl Richard Collins, Apr. 12, 1951. 
Communist Party functionary. Meta Reis Rosenberg, Apr. 13, 1951. 


Frank Tuttle, May 24, 1951. 
Leo Townsend, Sept. 18, 1951. 
Winters, Bea (Bernadette) Sterling Hayden, Apr. 10, 1951. 
Secretary. 
(Appeared May 16, 1951; refused 
to affirm or deny party member- 


ship. ) 
Wolf, David. (See Herman Waldman.) 
Wolff, William Paul Marion, Oct. 2, 1952. 
Radio writer. Owen Vinson, Oct. 2, 1952. 


(Appeared Oct. 6, 1952; refused to 
affirm or deny party member- 
ship.) 


COMMUNIST ACTIVITIES AMONG PROFESSIONAL 
GROUPS IN THE LOS ANGELES AREA 


The committee has long recognized the fact that the Communist 
Party has directed its recruiting activities toward every form of 
American life. In order to gain any semblance of strength the Com- 
munists must have not only a foothold among laboring people but 
among pr ofessional groups as well. The results of the extent and suc- 
cess of Communist efforts in the professional field as typified in the 
Los Angeles area were amazing. While the committee is aware that 
these hearings only exposed Communist success in a specific area, there 
is every reason to believe that the Communists have had some success 
in other areas. 

The hearings in Los Angeles revealed that the Communist Party 
had built a formidable cell among lawyers in the Los Angeles area. 
There was this Communist success notwithstanding the fact that 
there is probably no other field in which the members are so 
thoroughly schooled in the rights and privileges afforded by our Con- 
stitution. Yet these lawyers “would overthrow the very Constitution 
under which they took shelter when called upon to affirm or deny 
whether they were members of a group which seeks to overthrow this 
Government by force and violence, if necessary. 

It was not surprising that practically all of the lawyers identified 
as Communists were members of the National Lawyers’ Guild. This 
merely confirmed further the committee’s findings that the National 
Lawyers’ Guild is the legal bulwark of the Communist Party. 
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The hearings in Los Angeles further disclosed that the Communist 
Party had developed appreci: able strength in the recruitment of mem- 
bers in the medical profession. These doctors, who upon their oath 
dedicate themselves to the care and preservation of human life, had 
become members of an organization in which human life is held in- 
significant and nonessential to the furtherance of their plans for 
world conquest. 

Testimony in the Los Angeles hearings also disclosed that during 
a period the Communist Party had deve sloped a cell in the newspaper 
profession in Los Angeles. “Testimony revealed that although the 
Communist Party cell in the Newspaper Guild had constituted only a 
small percentage of the total membership it was sufliciently well 
organized to gain positions of importance for its members. 

The committee wishes to point out that the overwhelming numbers 
of the legal, medical, and writing professions in the Los Angeles area 
are completely loyal Americans and share in the shock experienced by 
the committee upon learning of this almost unbelievable Communist 
infiltration in the professional fields mentioned. 

The committee wishes to express its appreciation to the following 
listed individuals without whose testimony as to their knowledge and 
experience of Communist efforts to infiltrate professional groups in 
the Los Angeles area, the committee’s efforts could not have been 
successful : 

Date of appearance 


pe | ae ee ee arene eee Jan. 23, 1952. 
Fe, SN WE sno tie ie dicbibtieebanin Sept. 17, 1951. 
Ashe, Mrs. Harold (Mildred Ashe)_--. Sept. 17, 1951. 
NS a Senccceplecnt May 22, 1952. 
TI a Sept. 20, 1951. 
TeOEs; CIRRUS sg Bo on oe Jan. 21, 1952. 
SOR PW iis tetpieen centile biniitiblemdsbaiiente July 8, 1952 
ee, ga ln ici lihetitik bnclticiniden Jan. 21, 1952. 
ar il et Jan. 23, 1952. 
Pen: eee Wo Sl ek cihineee Jan. 25, 1952. 
* SGN Cte WN bk kk eee Jan. 26. 1952. 
mreeser, ro mendell Mt. Sept. 11, 1951. 


Light, Louise. (See Louise Light 
Silver. ) 

a a ee Sept. 11, 1951 (Dr. Reznick appeared in 
executive session, testified fully as 
to his former membership in the Com- 
munist Party. Portions of his testi- 
mony have been made public). 


aves, Tne Ee he ee Jan. 21 and 22, 1952. 
RU, IN adc rr) Jan. 21, 1952. 
ere: Weare... nok ae. Jan. 25, 1952. 


The following individuals, who have been identified as members of 
the Communist Party, are being listed as having been associated with 
the various professional groups in the Los Angeles area. It is recog- 
nized that in many instances the identifying information does not 
classify the individual as being engaged in a profession but since the 
testimony was received from individuals whose principal information 
deals with professional groups they are being included herein. It 
should also the noted that with these identifications it does not neces- 
sarily indicate the present position or occupation of the individuals 
but ‘indicates the identification furnished by the witness. 
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Abowitz, Ellenore (Mrs. Murray Abo- 
witz; nee Ellenore Bogigian) 

(Appeared Sept. 20, 1951, refused to 

affirm or deny membership in the 

Communist Party.) 

Abowitz, Dr. Murray 
Physician. 

(Appeared Sept. 21, 1951, refused 
to affirm or deny membership in 
the Communist Party.) 

Adain, Mrs. Loretta 
Communist Party functionary. 
Aidlin, Joseph 
Attorney. 
Aidlin, Mrs. Joseph (Mary Raden) 
Office secretary, Communist Party, 
Los Angeles County. 
Allen, Jimmy 
Communist Party functionary. 
Allen, Sam Houston 
Attorney. 

(Appeared, Oct. 1, 1952, refused to 
affirm or deny membership in 
the Communist Party.) 

Altman, George 
Attorney. 

(Appeared, Oct. 1, 1952, reiused to 
affirm or deny membership in 
the Communist Party.) 

Austrian, Spencer 
Attorney. 

(Appeared, Oct. 1, 1952, refused to 
affirm or deny membership in the 
Communist Party.) 

Bachelis, Selma 
Attorney. 


Barker, Dr. Oner B., Jr. 
Physician. 

(Appeared, Oct. 6, 1952, refused to 
affirm or deny membership in the 
Communist Party.) 

Barrigan, Andy 
Communist Party newspaper unit. 
Beeman, Ruth (Mrs. Morton Beeman) 


Bigelman, Dr. Leo 
Physician. 
(Appeared Sept. 18, 1951, refused 
to affirm or deny membership 
in the Communist Party.) 


Bogner, Max 

Social worker. 
Bogner, Marta (Mrs. Max Bogner) 
3onner, Miriam 

Codirector Los Angeles Workers’ 

School. 

Bridges, Harry 

ILWU president. 
Broman, Jack (see Jack Wilson) 
Bryan, Al 

Communist Party functionary. 
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Identified as Communist by— 
Dr. Mendell M. Krieger, Sept. 11, 
Roy Huggins, Sept. 29, 1952. 


1951. 


Louise Light Silver, Jan. 21, 1952. 
Dr. Mendell M. Krieger, Sept. 11, 1951 


toy Huggins, Sept. 29, 1952. 


Harold Ashe, Sept. 17, 1951. 


Harold Ashe, Sept. 17, 1951. 
Charles Daggett, Jan. 21, 1952. 
Harold Ashe, Sept. 17, 1951. 


Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 


William G, Israel, Jan. 25, 1952. 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 


Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Martin Berkeley, Sept. 19, 1951. 


Milton S. Tyre, Dec. 14, 1951. 
David Aaron, Jan. 23, 1952. 
Albert Herzig, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 
Louise Light Silver, Jan. 22, 1952. 


—my 


Ureel Daniel, July 8, 1952. 


Harold Ashe, Sept. 17, 1952. 

Mildred Ashe, Sept. 17, 1952. ] 
Dr. Samm Reznick, Sept. 11, 1951. 
Leo Townsend, Sept. 18, 1951. 
Martin Berkeley, Sept. 19, 1951. 
David Raksin, Sept. 20, 1951. 
Elizabeth Wilson, Sept. 21, 1951. I 
Louise Light Silver, Jan. 21, 1952. 

Alice Bennett, May 22, 1952. 


bet ee 


Alice Bennett, May 22, 1952. 
Harold Ashe, Sept. 17, 1951. I 


Martin Berkeley, Sept. 19, 1951. 


Max Silver, Jan. 21, 1952. 
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Burke, Sidney (Berkowitz) 
Newspaperman. 


Bush, Rose 
Communist Party underground work- 
er. 
Callahan, Pat 
Callahan, Mrs. Pat 
Cefkin, Leo 
Student. 
Champion, Clyde 
Communist Party functionary. 
Cline, Paul 
Communist Party functionary. 


Cohee, Alice (Mrs. John Cohee) 


Cohee, John 

Newspaperman, 
newspaper unit. 

Cohn, Bob (also known as Bob Cole) 
Social worker. 

Connelly, Dorothy. 
Healy.) 

Connelly, Philip 
Communist Party functionary. 


Communist Party 


(See Dorothy 


Cope, E. O. 
Corey, Mrs. George 
Advertising executive. 
Covey, Florence 
Social worker. 
Cullen, Tom 
Newspaperman. 
Darcy, Sam 
Communist Party functionary. 
Davis, Dr. Edwin Howard 
Optometrist. 

(Appeared Oct. 2, 1952, refused 
to affirm or deny membership in 
the Communist Party.) 

Davis, Mrs. Edwin Howard. 


Decker, Dr. I. S. 
Dobbs, Ben 
Communist Party functionary. 
Druckman, Dr. Jacob 8. 
Psychiatrist. 

(Appeared Oct. 2, 1952, refused to 
affirm or deny membership in the 
Communist Party. ) 

Druckman, Dr. Sidney 
Physician. 

(Appeared Oct. 3, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

Eddy, Jonathan 
Newspaper Guild organizer. 


H. Rept. 2516, 82-2——_5 


Identified as Communist by— 
Harold Ashe, Sept. 17, 1951. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Urcel Daniel, July 8, 1952. 
Mildred Ashe, Sept. 17, 1951. 


Harold Ashe, Sept. 17, 1951. 
Harold Ashe, Sept. 17, 1951. 
Dr. Mendell M. Krieger, Sept. 11, 1951. 


Harold Ashe, Sept. 17, 1951. 


Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Max Silver, Jan. 21, 1952. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Ureel Daniel, July 8, 1952. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Ureel Daniel, July 8, 1952. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Urcel Daniel, July 8, 1952. 
Alice Bennett, May 22, 1952. 


——, 


Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Urcel Daniel, July 8, 1952. 
Harold Ashe, Sept. 17, 1951. 
Edward Dmytryk, Apr. 25, 1951. 


Alice Bennett, May 22, 1952. 


Alice Bennett, May 22, 1952. 

Ureel Daniel, July 8, 1952. 

Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 

Dr. Mendell Krieger, Sept. 11, 1951. 
Roy Huggins, Sept. 29, 1952. 


Dr. Mendell Krieger, Sept. 11, 1951. 
Roy Huggins, Sept. 29, 1952. 
Harold Ashe, Sept. 17, 1951. 
Marburg Yerkes, Jan. 24, 1952. 


Louise Light Silver, j’an. 21, 1952. 
Dr. Sam Reznick, Sept. 11, 1951. 


(Investigation identifying Dr. Druck- 
man as member of the Communist 
Party has not been made public.) 


Charles Daggett, Jan. 21, 1952. 
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Elfman, Rose 
Elkins, Dr. Oscar 
Board of Health. 

(Appeared Oct. 2, 1952, refused to 
aftirm or deny membership in the 
Communist Party.) 

Epstein, Pauline 
Attorney. 

(Appeared Sept. 30. 1952, refused 
to affirm or deny membership in 
the Communist Party.) 

Esterman, William 
Attorney. 

(Appeared Oct. 1, 1952, refused to 
aflirm or deny membership in the 
Communist Party.) 

Feder, Dr. Morris 
Physician. 

(Appeared Oct. 3, 1952, refused to 
affirm or deny membership in the 
Communist Party.) 

Finn, Aubrey 
Attorney. 

(Appeared Oct. 1, 1952, refused to 
affirm or deny membership in the 
Communist Party.) 

Foreman, Katherine 
Social worker. 
Foster, Dorothy 
Communist Party functionary 
Franchi, Davida (Mrs. Fred Franchi) 
School teacher 
Franchi, Fred 


Frankel, J. Allen 
Attorney 

(Appeared Oct. 1, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

Freed, Emil 
Communist Party functionary 
Freeman, M. E. 
Gallagher, Leo 
Attorney. 
Gannett, Betty Bennett, 
Communist Party functionary. 
Gardner, Helen 
Communist Party functionary. 
Garrigues, C. H. 
Newspaperman. 
Goodlaw, Dr. Edward Isiah 
Optometrist. 

(Appeared Oct. 3, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

Gordon, Emily 
(Mrs. Julian Gordon) 

Louise Light Silver testified that 
she believed Emily Gordon had 
broken with the party. 

Grodzins, Jane 
Attorney. 


Hanoff, Elmer (“Pop”) 
Communist Party organizer. 


Identified as Communist by— 
Mildred Ashe, Sept. 17, 1951. 
Louise Light Silver, Jan. 21 and 22, 1952. 
Dr. Sam Reznick, Sept. 11, 1951. 


David Aaron, Jan. 23, 1952. 
William G. Israel, Jan. 25, 1952. 
Marburg Yerkes, Jan. 24, 1952. 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1953. 
Milton S. Tyre, Dec. 14, 1951. 


Louise Light Silver, Jan. 21 and 22, 
1952. 
Dr. Sam Reznick, Sept. 11, 1951. 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
Milton S. Tyre, Dec. 14, 1951. 


Alice Bennett, May 22, 1952. 
Marburg Yerkes, Jan. 24, 1952. 


Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Louise Light Silver, Jan. 21, 1952. 
David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 
Milton S. Tyre, Dec. 14, 1951. 
Harold Ashe, Sept. 17, 1951. 
George Glass, Jan. 21, 1952. 
Harold Ashe, Sept. 17, 1951. 
David Aaron, Jan 23, 1952. 


Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Max Silver, Jan. 21, 1952. 


Charles Judson, Jan. 26, 1952. 

Urcel Daniel, July 8, 1952. 

(Investigation identifying Dr. Goodlaw 
as member of the Communist Party 
has not been made public.) 


Louise Light Silver, Jan. 21, 1952. 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 
Milton S. Tyre, Dee. 14, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Harold Ashe, Sept. 17, 1951. 
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Hathaway, Clarence 
Communist Party functionary. 
Healy, Don R. 
Painters union. 
Healy, Dorothy (also known as Dorothy 
Ray) 
Communist Party functionary. 


Hickox, Dr. Albert 
Dentist. 
Hittleman, Dr. Joseph 
(Appeared Oct. 3, 1952, and refused 
to affirm or deny membership in 
the Communist Party). 
Holther, William Benjamin 
known as Wilben Holther). 
Hull, Charlotte (Mrs. Morgan Hull) 


(also 


Ingham, William 
Communist Party functionary. 
Jeffrey, J. E. 
Social worker. 
Johnson, Grover 
Attorney 
(Appeared Oct. 1, 1952, and re 
fused to affirm or deny member- 
ship in the Communist Party.) 
Jones, Lillian 


Codirector, Los Angeles Workers’ 
School. 
Kaplan, Victor 
Attorney 


(Appeared Oct. 1, 1952, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 


Kashner, Milt 
Social worker. 
Katz, Mrs. 
Katz, Charles 
Attorney 
(Appeared Oct. 1, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 


Katz, Robert D. 
Attorney. P 

(Appeared as witness Oct. 1, 1952, 
and refused to affirm or deny 
membership in the Communist 
Party.) 

Kempler, Dr. Walter 
Physician. 

(Appeared Oct. 3, 1952, and refused 
to affirm or deny Communist 
Party membership. ) 

Kibre, Jeff (also known as Barry 
Wood.) 
Communist Party functionary. 
Kibre, Virginia (Mrs. Jeff Kibre) 


Killoran, Pat 
Newspaperwoman. 
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Identified as Communist by— 
Charles Judson, Jan. 26, 1952. 


Harold Ashe, Sept. 17, 1951. 


Albert Herzig, Jan. 23, 1952. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Urcel Daniel, July 8, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
Harold Ashe, Sept. 17, 1951. 


Louise Light Silver, Jan. 21, 1952. 
Sam Reznick, Sept. 11, 1951. 


Mildred Ashe, Sept. 17, 1951 


Mildred Ashe, Sept. 17, 1951. 
Harold Ashe, Sept. 17, 1951. 
Harold Ashe, Sept. 17, 1951. 


Alice Bennett, May 22, 1952. 


Max Silver, Jan. 22, 1952. 


Harold Ashe, Sept. 17, 1951. 


Louise Light Silver, Jan. 21, 1952. 
David Aaron, Jan. 23, 1952. 
Albert Herzig, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 
Milton S. Tyre, Dec. 14, 1951. 
Alice Bennett, May 22, 1952. 


Dr. Mendell M. Krieger, Sept. 11, 1951. 
Martin Berkeley, Sept. 19, 1951. 
David Aaron, Jan. 23, 1952. 
Albert Herzig, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952, 
William G. Israel, Jan. 25, 1952. 
Milton S. Tyre, Dee. 14, 1951. 
David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 
Milton S. Tyre, Dec, 14, 1951. 


(Investigation identifying Dr. Kempler 
as member of the Communist Party 
has not been made public.) 


Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Charles Judson, Jan. 26, 1952, 
Alice Bennett, May 22, 1952. 
Urcel Daniel, July 8, 1952. 
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Klein, Herbert 
Newspaperman ; teacher 
(Appeared as witness Sept. 18, 
1951, and refused to affirm or 
deny membership in the Commu- 
nist Party.) 


Klein, Minna (Mrs. Herbert Klein) 


Knappen, Gail (Gale) 

Communist Party newspaper unit. 
Konigsburg, Raphael 

Social worker. 
Koppelman, Dr. Harold 

Physician, 

(Appeared Oct. 3, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

Lambert, Rude 

Communist Party functionary. 
Lechrome, Cliff 
Leech, John 

Communist Party functionary. 
Lester, Dr. Milton 

Psychiatrist. 

(Appeared Oct. 3, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

Letzman, Melvyn 
Communist Party functionary. 
Lieberman, Dr. Benjamin 
Physician. 

(Appeared Oct. 2, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

Liefchild, Gerald 
Hospital technician. 
Liefchild, Gladys (Mrs. Gerald Lief- 
child) 
Hospital employee. 
Light, Noum 
Communist Party functionary. 
Lishner, Arthur 
Pharmacist. 

(Appeared Oct. 8, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

Mandell, Seymour 
Attorney. 

(Appeared as witness on Oct. 1, 
1952, and refused to affirm or 
deny membership in the Commu- 
nist Party.) 

Marcus, Freda 
Social worker. 
Marcus, Dr. Simson 

Physician. 

(Appeared as witness Oct. 3, 1952, 
and refused to affirm or deny 
Communist Party membership.) 
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Identified as Communist by— 
Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Martin Berkeley, Sept. 19, 1951. 
Charles Daggett, Jan. 21, 1952. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952, 
Urcel Daniel, July 8, 1952. 
Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Charles Daggett, Jan. 21, 1952. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Urcel Daniel, July 8, 1952. 

Alice Bennett, May 22, 1952. 


Alice Bennett, May 22, 1952. 


(Investigation identifying Dr. Koppel- 
man as member of the Communist 
Party has not been made public.) 


Mildred Ashe, Sept. 17, 1951. 


Harold Ashe, Sept. 17, 1951. 

Harold Ashe, Sept. 17, 1951. 

Mildred Ashe, Sept. 17, 1951. 

(Investigation identifying Dr. Lester as 
member of the Communist Party has 
not been made public.) 


Harold Ashe, Sept. 17, 1951. 

(Investigation identifying Dr. Lieber- 
man as member of the Communist 
Party has not been made public.) 

Alice Bennett, May 22, 1952. 

Alice Bennett, May 22, 1952. 


David Aaron, Jan. 23, 1952. 


(Investigation identifying Mr. Lishner 
as member of the Communist Party 
has not been made public.) 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 
Milton S. Tyre, Dec. 14, 1951. 


Alice Bennett, May 22, 1952. 


Louise Light Silver, Jan. 21 and 22, 
1952; Dr. Sam Reznick, Sept. 11, 1951. 
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Margolis, Ben 
Attorney. 
(Appeared as witness Sept. 30, 1952, 
and refused to affirm or deny 
Communist Party membership.) 


McClaughlan, Charles 
Communist Party functionary. 
McTernan, John 
Attorney. 


Miller, Ida (Mrs. Jay Miller) 

Cloakmakers union. 
Miller, Tom 

Communist Party functionary. 
Moore, Jack 

Communist Party functionary. 
Moore, Mrs. Jack 

Communist Party functionary. 
Most, Rose 

Social worker. 
Nedelman, Dr. Jack 

Physician. 

(Appeared Oct. 3, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

O’Connor, Oleta (Oleta 

Yates) 

Communist Party functionary. 
O’Connor, Tom 
Newspaperman. 

(Appeared as witness May 22, 1952, 
and refused to affirm or deny. 
Communist Party membership.) 

Oliver, Bill 
Newspaperman; drama critic. 
Pally, Henrietta 
Social worker. 
Patterson, Tom 
Newspaperlian ; 
functionary. 
Pennes, Dr. Alexander 
Physician; radiologist. 

(Appeared Oct. 3, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

Perry, Pettis 
Communist Party functionary. 


O’Connor 


Communist Party 


Perry, Dr. Thomas L. 
Physician; pediatrician. 

(Appeared Oct. 2, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

Pestana, Frank 
Attorney. 

(Appeared Oct. 1, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 


ON UN-AMERICAN ACTIVITIES 63 


Identified as Communist by— 
Milton S. Tyre, Dee. 14, 1951. 
George Glass, Jan. 21, 1952. 
Charles Daggett, Jan. 21, 1952. 
Paul Marion, Oct. 2, 1952. 
Harold Ashe, Sept. 17, 1951. 
Edward Dmytryk, Apr. 25, 
David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 
Albert Herzig, Jan. 23, 1952. 


1951, 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 
Milton S. Tyre, Dec. 14, 1951. 
Mildred Ashe, Sept. 17, 1951. 


Harold Ashe, Sept. 17, 1951. 
Harold Ashe, Sept. 17, 1951. 
Harold Ashe, Sept. 17, 1951. 
Alice Bennett, May 22, 1952. 
(Investigation identifying Dr. Nedelman 


as member of the Communist Party 
has not been made public. ) 


Mildred Ashe, Sept. 17, 1951. 


Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Urcel Daniel, July 8, 1952. 


Alice Bennett, May 22, 1952. 
Urceel Daniel, July 8, 1952. 
Alice Bennett, May 22, 1952. 


Harold Ashe, Sept. 17, 1951. 


Louise Light Silver, Jan. 22, 1952. 


Mildred Ashe, Sept. 17, 1951. 
Max Silver, Jan. 21, 1952. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 


Louise Light Silver, Jan. 22, 1952. 


David Aaron, Jan, 23, 1952. 

Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 
Milton S. Tyre, Dec. 14, 1951. 
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Pestana, Jean (Mrs. Frank Pestana) 
Attorney. 
Pezman, Dorothy 
Social worker. 
Porter, John 
Attorney 
(Appeared Sept. 30, 1952, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 
Praeger, Nat 
Communist Party functionary. 
Prokop, Prokop Jack 
Dry cleaning establishment 
(Appeared Sept. 12, 1951, and re- 
fused te affirm or deny member- 
ship in the Communist Party.) 
Raden, Mary. (See Mrs. Joe Aidlin.) 
Ray, Dorothy. (See Dorothy Healy.) 
Reese, Mercier 
Social worker. 
Reeves, Nancy 
Attorney. 
Reynolds, Dr. Frederick G. 
Ophthalmologist 
(Appeared Oct. 1952, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 
Reznick, Sarah (Mrs. Sam Reznick) 
Social worker. 
Richman, Matt 
Attorney 
(Appeared Sept. 30, 1952 


ve, 


9 


at) 


and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 
Riskin, Dr. Alexander 
Physician, Bellevue 
York City. 
Robbins, Ed 
Newspaperman. 


Hospital, New 


Roberts, Dr. Bertram L. 
Optometrist 
(Appeared Oct. 2, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 
Rosenberg, Rose 
Attorney 
(Appeared Oct. 1, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 
Rosenblum, Dr. Gordon 
Physician ; surgeon 
(Appeared Oct. 2, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 
Rosenwein, Samuel 
Attorney. 
Ross, Lawrence 
Communist Party functionary. 


Ryan, Allen Lane 

Communist Party functionary. 
Ryan, Maureen 

Social worker. 
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Identified as Communist by— 
David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
Alice Bennett, May 22, 1952. 
David Aaron, Jan. 23, 1952. 

William G. Israel, Jan. 25, 1952. 

Albert Herzig, Jan. 23, 1952. 

Marburg Yerkes, Jan. 24, 1952. 

Milton S. Tyre, Dec. 14, 1952. 

Harold Ashe, Sept. 17, 1951. 

Mildred Ashe, Sept. 17, 1951. 

(Investigation identifying Mr. Prokop 
as a Communist Party member has 
not been made public.) 


oO» 


Alice Bennett, May 22, 1952. 

David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
Louise Light Silver, Jan. 21, 1952. 
Dr. Sam Reznick, Sept. 11, 1951. 


Alice Bennett, May 22, 1952. 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 


Louise Light Silver, Jan. 21, 1952. 
Dr. Sam Rezni¢k, Sept. 11, 1951. 


Charles Daggett, Jan. 21, 1952. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Ureel Daniel, July 8, 1952. 


Louise Light Silver, Jan. 22 


—a, 


1952. 


Marburg Yerkes, Jan. 24, 1952. 
Milton S. Tyre, Dee. 14, 1951. 


Dr. Mendell M. Krieger, Sept. 11, 1951. 


Marburg Yerkes, Jan. 24, 1952. 


Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951 
Max Silver, Jan. 21, 1952. 
Max Silver, Jan. 21, 1952. 


Alice Bennett, May 22, 1952. 
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Rykoff, Richard L. 
Attorney. 

(Appeared Oct. 1, 1952; refused to 
affirm or deny membership in the 
Communist Party.) 

Samuels, William M. 
Attorney. 

(Appeared Oct. 1, 1952; refused to 
affirm or deny membership in the 
Communist Party.) 

Sanford, John 
Attorney. 

(Appeared Sept. 20, 1951, and re- 
fused to affirm or deny member- 
ship in the Communist Party.) 

Schoen, Dr. Max 
Physician. 

(Appeared Sept. 21, 1951; refused 
to affirm or deny membership in 
the Communist Party.) 

Schonfield, Dr. Louis 
Dentist. 

(Appeared Oct. 8, 1952; refused to 
affirm or deny membership in the 
Communist Party.) 

Segure, Rose 
Social worker. 

Selden, Betty 
Social worker. 

(Appeared Oct. 7, 1952; refused to 
affirm or deny membership in the 
Communist Party.) 

Seller, Richard 
Newspaperman. 

Shandler, Esther 
Attorney. 

(Appeared Sept. 30, 1952; refused 
to affirm or deny membership in 
the Communist Party.) 

Shapiro, Julian (Jack). (See John 
Sanford.) 

Silberstein, Robert J. 
Attorney. 

(Appeared Apr. 9, 1952; refused to 
affirm or deny membership in the 
Communist Party.) 

Simon, Leo 
Newspaperman. 


Smith, Darr 
Newspaperman. 


Snider, Fred M. 
Attorney. 

(Appeared Oct. 1, 1952; refused to 
affirm or deny membership in the 
Communist Party.) 

Solomon, Miriam 
Social Worker 

Solotoy, Percy 
Attorney 

(Appeared as witness Sept. 17, 1951, 
and refused to affirm or deny 
membership in Communist 
Party.) 
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Identified as Communist by— 
David Aaron, Jan. 23, 1952. 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 


Martin Berkeley, Sept. 19, 1951. 
Elizabeth Wilson, Sept. 21, 1951. 


Louise Light Silver, Jan. 
Marburg Yerkes, Jan. 24, 


21, 1952. 


1952. 


Louise Light Silver, Jan. 


22, 1952. 


Alice Bennett, May 22, 1952 


Alice Bennett, May 22, 1952 


Charles Daggett, Jan. 21, 1952. 
David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
William G. Israel, Jan. 25, 1952. 
Milton S. Tyre, Dec. 14, 1951. 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 


Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Urcel Daniel, July 8, 1952. 
Charles Daggett, Jan. 21, 1952. 
Charles Judson, Jan. 26, 1952. 
Alice Bennett, May 22, 1952. 
Urcel Daniel, July 8, 1952. 
David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 


Alice Bennett, May 22, 1952. 


Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Charles Daggett, Jan. 21, 1952. 
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Solotoy, Mrs. Percy (also known as 

Sonya Solotoy) 

Attorney 
Sosin, Dr. Max 
Dentist 

(Appeared as witness Oct. 3, 1952, 
and refused to affirm or deny 
membership in the Communist 
Party.) 

Specter, Frank 

Communist Party functionary 
Sperber, Lawrence 

Attorney 

(Appeared as witness Oct. 1, 1952, 
and refused to affirm or deny 
membership in the Communist 
Party.) 

Sperling, Dr. Sam 
Psychiatrist 

(Appeared as witness Oct. 3, 1952, 
and refused to affirm or deny 
membership in the Communist 
Party.) 

Steinberg, Max 

Communist Party functionary 
Steinmetz, Fred 

Attorney 

(Appeared as witness Sept. 30, 1952, 
and refused to affirm or deny 
membership in the Communist 
Party.) 

Sulton, J. 

Communist Party functionary 
Tenner, Jack 

Attorney 

(Appeared as witness Oct. 1, 1952, 
and refused to affirm or deny 
membership in the Communist 
Party.) 

Todd, Louise 
Communist Party functionary 
Tourney, Jim 
Communist Party 
Tracy, James 
Railroad organizer 
Turrett, Leon 
Attorney 

(Appeared Oct. 6, 1952, and refused 
to affirm or deny membership in 
the Communist Party.) 

Tyre, Milton S. 
Attorney. 

(Appeared Jan. 1952, and re- 
fused to affirm or deny his mem- 
bership in the Communist Party 
under oath.) 

Wallace, Jane. (See Jane Wilson.) 
Walsh, Julia 

International Labor Defense 

tary. 

Ward, Bill 

Policeman, Los Angeles. 
Ward, Clara 

Communist Party functionary. 
Weiner, William 

Communist Party functionary. 


25, 


Secre- 
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Identified as Communist by— 
Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 

Alice Bennett, May 22, 1952. 
Louise Light Silver, Jan. 22, 1952. 


Marburg Yerkes, Jan. 24, 1952. 


Marburg Yerkes, Jan. 24, 1952. 


Louise Light Silver, Jan. 21, 1952. 
Dr. Sam Reznick, Sept. 11, 1951. 


Max Silver, Jan. 21, 1952. 


David Aaron, Jan. 23, 1952. 
Albert Herzig, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
Milton 8S. Tyre, Dec. 14, 1951. 
Wm. G. Israel, Jan. 25, 1952. 


Max Silver, Jan. 21, 1952. 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
Milton S. Tyre, Dec. 14, 1951. 


Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Harold Ashe, Sept. 17, 1951. 


David Aaron, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 


David Aaron, Jan. 23, 1952. 
Albert Herzig, Jan. 23, 1952. 
Marburg Yerkes, Jan. 24, 1952. 
Wm. G. Israel, Jan. 25, 1952. 


Harold Ashe, Sept. 17, 1951. 


Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Harold Ashe, Sept. 17, 1951. 
Mildred Ashe, Sept. 17, 1951. 
Max Silver, Jan. 21, 1952. 
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Identified as Communist by— 


Wilson, Jane Harold Ashe, Sept. 17, 1951. 
Communist Party functionary. 
Wilson, John (Jack) Harold Ashe, Sept. 17, 1951. 
Newspaperman. Mildred Ashe, Sept. 17, 1951, 
Charles Daggett, Jan. 21, 1952. 
Winebrenner, Dolph Charles Daggett, Jan. 21, 1952. 
Newspaperman. Charles Judson, Jan. 26, 1952. 


Alice Bennett, May 22, 1952. 
Urcel Daniel, July 8, 1952. 
Witezak, Sam Dr. Mendell M. Krieger, Sept. 11, 1951. 
Communist Party functionary. 
Wood, Barry, (See Jeff Kibre.) 
Yates, Oleta O’Connor. (See Oleta 
O'Connor.) 


Young, Charles Mildred Ashe, Sept. 17, 1951. 
Needle trade worker. 
Zukas, Branislaus Alice Bennett, May 22, 1952 


Social Worker, ex-union organizer. 


ROLE OF THE COMMUNIST PRESS IN THE COMMUNIST 
CONSPIRACY 


The committee, during the course of its investigations, particularly 
those relating to the Sorge spy case, recognized that the Communist 
press had an essential role in the Communist espionage operations. 

The investigation disclosed that in 1936, Max and Grace Granich 
were sent to Shanghai, China, by the Communist Party of the United 
States to organize, , edit, and publish a Communist propaganda organ 
which could be circulated throughout the entire East. In furtherance 
of instructions of their Communist superiors, Max and Grace Granich 
published in Shanghai, from March 1936 until November 1937, the 
Voice of China, which spread Communist propaganda throughout 
the Far East. 

Because of this obvious Communist propaganda, the Granichs 
encountered frequent difficulty with the Chinese and French au- 
thorities. Asa result, the Granichs were recalled to the United States 
by the Communist Party. Efforts of the Communist Party to replace 
the Granichs in China were thwarted by the outbreak of war there 
in 1937. This, however, was not the end of the Granichs’ usefulness 
to the Communist conspiracy. 

During the period following the return of the Granichs to the 
United States, the Communist Party i in the United States found itself 
confronted with the problem of avoiding the requirements of the 
Foreign Agents’ Registration Act. This was during the period when 
the Daily Worker, ‘offici al organ of the C ommunist Party, was en- 
deavoring to conceal its relationship with the Communist Party and 
the Communist Party here was itself trying to conceal its true rela- 
tionship with the Communist Inter national in Moscow. For this 
reason, Grace Granich, upon the direction of the Communist Party, 
in March 1941, established the Intercontinent News Service in New 
York City. 

Under the operation of Grace Granich, Intercontinent News Service 
was a device used by the Communist Party and the Daily Worker 
to obtain party information and official directives from the Communist 
International in Moscow. 
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In line with Communist Party instructions, Grace Granich reg- 
istered her news service as an agent of the Russian Government, thus 
hoping to divert public attention from the connection between the 
Daily Worker and Moscow. 

The committee’s investigation disclosed that the Intercontinent News 
Service was an effective pipeline through which the Daily Worker and 
the Communist Party received the official party line to be followed 
from Moscow. 

Max and Grace Granich were subpenaed and appeared before the 
committee. However, they refused to answer any questions concern- 
ing the Communist connections of the Voice of China, Intercontinent 
News Service, as well as the accusations of their own Communist 

-arty connections. 

Through the testimony furnished the committee by Mr. Louis L. 
Appelman, Miss Elizabeth T. Bentley, and Mr. Louis F. Budenz, re- 
lating to the role of the Communist press in the Communist con- 
spiracy, the following individuals were identified as members of the 
Communist Party: 

Identified as Communist by— 


Allen, James 8. Morris L. Appelman, Jan. 10, 1952. 

Benjamin, Herbert Louis F. Budenz, Jan. 15, 1952. 

Benjamin, Mrs. Herbert Louis F. Budenz, Jan. 15, 1952. 

Bittelman, Alexander Louis F. Budenz, Jan. 15, 1952. 

Blankfort, Michael Louis F. Budenz, Jan. 15, 1952. 
Writer. 


(Appeared before committee Jan. 
28, 1952, and denied Communist 
Party membership; still under 
investigation. ) 


Boldt, Howard Louis F. Budenz, Jan. 15, 1952. 
Bransten, Louise Louis F. Budenz, Jan. 15, 1952. 
(now Louise Berman) 
sridges, Harry ‘ Louis F. Budenz, Jan. 15, 1952. 
Browder, William Louis F. Budenz, Jan. 15, 1952. 
Childs, Morris Louis F. Budenz, Jan. 15, 1952. 
Davis, Benjamin J. Louis F. Budenz, Jan. 15, 1952. 
Daily Worker. 
Gebert, Boleslaw Louis F. Budenz, Jan. 15, 1952. 
Espionage agent. 
Gold, Mike Louis F. Budenz, Jan. 15, 1952. 
Golos, Jacob Louis F. Budenz, Jan. 15, 1952. 
Gromov, Anatole Elizabeth Bentley, Jan. 15, 1952. 
Granich, Grace Maul Elizabeth Bentley, Jan. 15, 1952. 
Granich, Max Morris L. Appelman, Jan. 10, 1932. 
Halperin, Maurice Elizabeth Bentley, Jan. 15, 1952. 


Formerly head of Research and Anal- 
ysis Division, Office ef Strategic 
Services, Latin American branch. 


Harris, Lemuel Upham Louis F. Budenz, Jan. 15, 1952. 
Controller, Daily Worker funds. 

Jaffe, Philip Morris L. Appelman, Jan. 10, 1952. 

Jerome, V. J. Morris L. Appelman, Jan. 10, 1952. 

Kuntz, Edward Louis F. Budenz, Jan. 15, 1952. 
Attorney for Daily Worker. 

Lawson, John Howard Morris L. Appelman, Jan. 10, 1952. 

Martell, ———— Morris L. Appelman, Jan. 10, 1952. 
Teacher at party school. 

Page, Charles Morris L. Appelman, Jan. 10, 1952. 

Page, Polly Morris L. Appelman, Jan. 10, 1952. 


(Mrs. Charles Page) 
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Identified as Communist by 
Peters, J. Louis F. Budenz, Jan. 15, 1952 
(also known as Alexander Stevens) 
Communist Party functionary under- 


ground. - 
Pressman, Lee Louis F. Budenz, Jan. 15, 1952. 
Scherer, Marcel Louis F. Budenz, Jan. 15, 1952. 
UE. 
Stachel, Jack Louis F. Budenz, Jan. 15, 1952. 
Underground Communist Party 
agent. 
Tenney, Helen Elizabeth Bentley, Jan. 15, 1952 


Soviet agent in the Office of Strategic 
Services. 
Trachtenberg, Alexander Louis F. Budenz, Jan. 15, 1952. 
Weiner, Robert William Louis F. Budenz, Jan. 15, 1952. 
Communist Party and Daily Worker 
functionary. 
Identified as Trotzkyite by— 


Buchman, Alice Morris L. Appelman, Jan. 10, 1952. 
Glass, Frank Morris L. Appelman, Jan. 10, 1952. 


COMMUNIST ACTIVITIES AMONG YOUTH GROUPS 


In February, the committee took testimony from Harvey M. Matu- 
sow relative to Communist activities among youth. Matusow joined 
the Communist Party through the organization, American Youth for 
Democracy, this latter organization being the successor to the Young 
Communist League. In justice to this w vitness, it is only fair at this 
point to set forth that, while he joined the Communist Party of his 
own volition, in October 1947, he started in 1950 to furnish the Federal 
Bureau of Investigation with information on the activities of the 
Communist Party and continued to do so until he was expelled in 
January 1951. Incidentally, one of the charges filed against him by 
the Communist Party was that he Was acting as an agent for the 
Government. 

Valuable knowledge was gained from the witness on the operation of 
a summer camp in up-State New York, known as Camp Unity. This 
camp, which is patronized in the main by teen-age boys and girls, is 
operated by the Communist Party even though this fact is kept from 
the general public. Testifying with respect to the camp, Matusow 
related that the camp personnel was entirely composed of members of 
the Communist Party and that he was selected by the Communist Party 
to manage the distribution of Communist literature which he sold to 
the campers. He stated further that he was instructed by the Com- 
munist Party as to the type of literature to project, depending on the 
political affiliations of campers or guest speakers. 

All campers at Camp Unity are not members of the Communist 
Party, but nearly all have been determined as favorable to the Com- 
munist Party, so that . concentration upon these non-Communists 
by Communist personnel during a stay usually brings their submis- 
sion to Communist Party membership and discipline. In testifying 
on the morals of the youth in the Communist movement, Matusow 
told of parties where moral standards were completely ionor ed. He 
also told of the use of narcotics by some members of the Communist 
Party, but he possessed no knowledge as to whether this use was en- 
couraged by the Communist Party. 
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Matusow testified with respect to the Communist control exercised 
by the Communist Party over the Young Progressives of America 
and the Labor Youth League, which organization succeeded the 
American Youth for Democracy. 

The witness was well equipped to also — with respect to Com- 
munist activities among the entertainment profession, especially those 
in the folk-song field. Many of these belong to the Communist-con- 
trolled “People’s Songs,” which recently changed its name to “People’s 
Artists.” 

Associated with the witness as members of the Communist Party 
were Joy Silver and Paul Robeson, Jr., who were the leaders of the 
American youth in attendance at the Berlin Youth Festival in 1951. 
While Robeson, Jr., was denied a passport, all those who did attend 
obtained their passports by fraudulent means in that they failed to 
list their true destination or purpose of their travel. The witness 
testified regarding an instance of travel by a Puerto Rican Communist 
to Europe. Matusow carried to him instructions from the Communist 
Party directing him not to list his true destination or purpose of 
travel. 

Following this testimony, the chairman, upon direction of the com- 
mittee, introduced legislation intended to tighten up our passport 
laws and thereby eliminate fraudulent travel by Communists. This 
legislation should be enacted early in the coming Congress. 

In the course of his testimony in Washington, D. C., dealing with 
Communist efforts to control youth groups, Harvey M. Matusow 
ase aom the following individuals as members of the Communist 

arty: 


Aaronson, Norma, president, local 16, VOPWA 

Abrams, Carl, radio script writer 

Aptheker, Herbert, teacher, Jefferson School 

Ballinger, Sidney, manager, Jefferson School Book Shop 

Baron, Rose, manager, Workers’ Book Shop, Communist Party functionary 

Bassett, Ted, party organizer 

Beach, Ethel (Sandy), placement bureau, DOPWA, New York City 

Bernardi, Betty (Mrs. Hesh Bernardi), employed at Camp Unity 

Bernardi, Hesh, employed at Camp Unity 

Bernstein, Pearl, employed at Camp Unity 

Bernstein, Elmer, employed at Camp Unity; presently doing musical scores for 
pictures in Hollywood 

Bernz, Harold, Jefferson School Bookshop 

Berry, Abner, editor, on Daily Worker 

Berry, Rosalie (Mrs. Abner Berry), registrar of the Jefferson School 

Black, Henry, librarian at Jefferson School 

Bonofsky, Philip, writer 

Bordofsky, Ben, director, Wholesale Book Corp. 

sradford, William (Bill), Jefferson School Bookshop 

Brown, Mel, employee, Jefferson School Bookshop 

Bucholt, Joe, Communist Party functionary ; organizer, Labor Youth League 

Buckingham, Sue 

Callen, Diez, student, Columbia University 

Callen, Monnie (Mrs. Diez Callen) 

Casatta, Mario (Boots), former editor of Peoples’ Songs Bulletin and organizer 
of Peoples’ Songs of Los Angeles 

Claiborne, Adrian (Mrs. Robert Claiborne), People’s Songs and Farmer’s Union 

Claiborne, Robert (Bob) 

Coleman, James, editor, New Foundations 

Collins, Charles, officer, Hotel and Restaurant Workers Union, New York 

Colon, Jesus, IWO, Puerto Rican 

Daniels, Roger 
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Darr, John W., Jr. ( Rev.) 

Davis, Ben, Jr., convicted Communist leader 

DeCormier, Betty, employed at Camp Unity. Former wife of Robert DeCormier 

DeCormier, Robert, employed at Camp Unity 

DeLarco, Fran, member of People’s Songs 

Diskin, Bernice (wife of Lou Diskin) 

Diskin, Lou, Communist Party functionary; former head of New York State 
Labor Youth League 

Dorfman, Carl, assistant to William Z. Foster 

Drucker, Louis, employee of Wholesale Book Corp. 

Duncan, Laura, employed at Camp Unity 

Durkin, James, president, VDOPWU 

Engler, Sam, State educational director of Labor Youth League 

Finkel, Seymour 

Finkelstein, Sidney, instructor at the Jefferson School, author 

Fogel, Enid (Mrs. Robert Fogel) 

Fogel, Robert, Communist Party organizer 

Foner, Jack, employee of the furrier workers’ union 

Fox, Jean (Mrs. Kenneth Fox), corresponding secretary for People’s Songs 

Fox, Kenneth, People’s Songs 

Foy, Hope, formerly with “the Weavers” 

Frankfeld, Pha, head of Communist Party in Baltimore 

Freeman, Mort, employee, Camp Unity 

Gates, Lillian (Mrs. John Gates) 

Gay, Harry, West Side regional organizer of the Labor Youth League 

Gibson, Jackie, full-time employee of Communist Party 

Gilbert, Ronnie (woman), member of People’s Songs and “‘the Weavers” 

Gold, Ben, president, furrier workers union 

Goldway, Dave, director, Jefferson School 

Goldway, Tillie (Mrs. Dave Goldway), teacher 

Goodelman, Aaron J., teacher, Jefferson School 

Gordon, Hallie Wood, member, People’s Songs 

Gottlieb, Vicki, employee, Camp Unity 

Green, Adolph, member of People’s Songs 

Greenspan, Mrs. Jack 

Greenspan, Jack, organizer, United Office and Professional Workers Union 

Grennel, Horace, faculty, Jefferson School 

Guthrie, Woodie, member, People’s Songs 

Halpern, Liz 

Hammett, Dashiell, author 

Hardy, Edward, Communist Party organizer, State of Texas 

Haufricht, Betty (Mrs. Herbert), organizer, Communist Party 

Haufricht, Herbert, member of People’s Artists 

Hays, Lee, member, “the Weavers” 

Hellerman, Freddie, member of People’s Songs 

Hillie, Wally, official of People’s Songs 

Hunton, W. A. (Alpheus), director or vice chairman of Council on African Affairs 

Huston, Cisco, recording artist for Young People’s Records ~ 

Hutchinson, James, teacher-conductor; instructor, Jefferson School 

Ireland, Richard 

Irwin, Silber, executive director of People’s Songs, music section organizer for 
the Communist Party 

Jacobson, Leonard, official of People’s Songs 

Jaffe, Joe, employee, Camp Unity 

James, Oscar, worked full time at Workers Book Shop in New York. Communist 
Party organizer. 

Jaroslow, Jerry, employee, Camp Unity 

Jenks, Clint, regional organizer for the Mine, Mill and Smelter Workers Union 

Kelber, Harry, employed, Trade Union Service 

Kewskin, Herb 

Kewskin, Yale 

Klein, Harry, member of People’s Songs 

Kogel, Lenny, employed at Camp Unity 

Kramer, Aaron, poet, employee VOPWA 

Kramer, Terry, employee, People’s Songs, Inc. 

Kruckman, Herbert, art teacher, Jefferson School 
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Krushenick, Johnny (also known as Johnny Rush), editorial group, People’s 
Songs 

Landauer, Sam, American Newspaper Guild, Local 3, New York City 

Lawrence, Vicki 

Lawson, Elizabeth, teacher, Jefferson School 

Lee, York (may be Lee York) 

Lefkowitz, Irving (Lefty) 

Lefkowitz, Laura (Mrs. Irving) 

Lieberman, Ernie, member of People’s Artists 

Leibowitz, Bob, student, City College, New York City 

Lippman, Bernie 

Litch, Benna 

Lowenfield, Walter, editor, Philadelphia edition of Daily Worker 

McGhee, Browning, member People’s Songs, Inc. 

McIntyre, Harry 

MeRay, Otis, Communist Party organizer 

McRay, Phillis, employed at Camp Unity 
(Mrs. Otis McRay) 

Muggusu, Toni, one-time director of People’s Artists 

Martel, Harry, teacher at Jefferson School. 

Mason, Dolly, office employee at Jefferson School 

Max, Allen, teacher, Jefferson School, former city editor of Daily Worker 

Monas, Ray, employed at Camp Unity 

Mooney, Helen (sister of Irwin Silber) 

Morford, Rev. Richard 

Nadler, Al, member of People’s Songs 

Nadler, Shirley (also known as Lydia Edwards), member of People’s Songs 

Nesi, James, teacher, Jefferson School 

Nesi, Ruth (Mrs. James), employed, Wholesale Book Corp. and Jefferson School 

Nessolroth, Raoul, full-time employee of Communist Party 

Nessolroth, Vicky (Mrs. Raoul) 

Newirth, Bob, University of Chicago 

Norman, Winifred, officer, Local 16, COPWA 

Ostrowsky, Clara, assistant librarian at Jefferson School 

Paley, Tom, American Folksay Group, People’s Songs 

Parent, Ernie, Communist Party organizer 

Pascoff, Ben, teacher, Jefferson School 

Patterson, William L., national executive secretary of the Civil Rights Congress 

Peladori, Janice (Mrs. Neal Peladori) 

Peladori, Neal, official of People’s Songs 

Perry, Carrie, full-time employee of the New York County Communist Party 

Phiffer, Carol 

Phillips, Furman 

Plever, Gerb 

Rheinfeld, Irene (Mrs. Milton Rheinfeld) 

Rheinfeld, Milton (Meshie) 

Rivington, Ann, worked on Harlem edition of Sunday Worker 

Robeson, Marilyn (Mrs. Paul, Jr.), employed at Camp Unity 

Robeson, Paul, Jr. 

Robinson, Earl, composer 

Rodriguez, Helen 

Rubenstein, Nettie, principal, Robert Louis Stevenson School, New York City 

Sacco, Joe, employed, Grey Advertising Agency in 1949 

Sacco, Nola (Mrs. Joe Sacco) 

Saha, Art, East Side organizer, LYL. 

Sanders, Betty, official of People’s Songs 

Sax, Milton 

Schappes, Morris 

Schappes, Sonia (Mrs. Morris U. Schappes), Manager, Book Fair 

Schlanger, Bob 

Schwendinger, Hy, editorial board, People’s Songs, Inc. 

Seeger, Pete, official, People’s Songs, Inc. 

Selsam, Howard, director, Jefferson School—teacher 

Selterman, Joe 

Sharf, Lee 

Sheik, Jules 

Siegel, Gloria 
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Silber, Irvin, executive director of People’s Songs, Inc., also known as People’s 
Artists 

Sillen, Samuel, writer for International Publishers 

Smith, Ferdinand C., otlicer of National Maritime Union 

Smith, Jessica, writer 

Speed, Mrs. (mother of Jane Speed), ran Communist Bookshop in Birmingham 

Speed, Jane (Mrs. Caesar Andreau Ingleas), Communist Party organizer 

Squier, George, labor specialist, Jefferson School 

Steck, Robert (Bob), in charge of hiring of personnel at Camp Unity 

Steck, Jo (Mrs. Robert Steck), employed at Camp Unity 

Steinberg, Sam 

Sufferin, Herb, employed at Camp Unity 

‘Talkington, Lester, president, Local 21, ULPA 

Tarrentola, Joe, Communist Party organizer 

Tarrentola, Selma (Mrs. Joe Tarrentola) 

Thomas, Everett (Teak) 

Torg, Artie 

Turetsky, Murray 

Turetsky, Tzvia (Mrs. Murray) 

Vila, William, member, Labor Youth League 

Vincent, Craig 

Vincent, Jennie Wells (former wife of Harry Wells, now wife of Craig Vincent) 

Walkenstein, Jack 

Ward, Roosevelt, Jr., Communist Party organizer 

Weinstock, John, employed at Camp Unity 

Weinstock, Johnnie, member, Labor Youth League 

Wells, Dr. Harry (also known as Dan Wells), teacher of philosophy at Jefferson 
School 

Wells, Harry K. (alias Dan Wells), teacher at Jefferson School 

Wheeler, Irene 

Wilkerson, Doxey 

Williamson, Mel, organizational secretary, Labor Youth League 

Winston, Leon, teacher 

Wofsy, Leon, national director of LYL 

Wolfe, Bob, song writer 

Wolff, Milton, representative CRC 

Wood, Inez (Mrs. Randy Wood), full-time employee of district 65, Distribu- 
tive Workers Union 

Wood, Randy, active in People’s Artists 

Yellen, Dave, now serving time in New York State penal institution 

York, Lee. (Sce Lee, York.) 


DR. EDWARD U. CONDON 


Dr. Edward U. Condon was appointed director of the National 
Bureau of Standards in November 1945. This appointment was made 
even though it was known at that time by the executive branch of 
Government that Dr. Condon had not been permitted to visit Soviet 
Russia and that a passport issued by the State Department had been 
revoked upon the request of intelligence authorities. 

Dr. Condon had, early in the development of nuclear fission, been 
offered a position on the atomic bomb project at Los Alamos, N. Mex. 
After a short while, Dr. Condon rejected that appointment voicing his 
distain for the security regulations which were necessary at Los 
Alamos. 

During the course of its investigations to ascertain the extent and 
success of Soviet espionage activities relating to the atom bomb, the 
committee was amazed at the numerous instances in which it was dis- 
closed that Dr. Condon was acquainted with known and suspected 
espionage agents. The committee did not, nor does it now, possess 
information that Dr. Condon was a Communist or committed any 
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act of espionage. However, because of his associates and disdain 
for security regulations the committee recognized his vulnerability in 
any post of security. For this reason the committee issued a report 
in 1948 setting forth the information it possessed concerning Dr. 
Condon’s associations. It was hoped that Dr. Condon would volun- 
tarily resign but if he did not it should serve as a warning to Dr. 
Condon as well as security officers that his associations disqualified 
him from access to classified material. 

Dr. Condon did not resign but rather attempted to justify his as- 
sociations and not only claimed his lack of Looudlateen of any espionage 
activities on the part of these people, but in some instances went so 
far as to voice confidence in their complete honesty, notwithstanding 
unshaken testimony of others, even though he made no inquiry as to 
the veracity of these charges. 

Dr. Condon adopted the attitude that because he had not appeared 
before the committee he had been maligned when the report was 
issued, although he did not deny his association with these known 
and suspected Soviet espionage agents, but claimed that his associa- 
tions with them were perfectly normal and that he had not engaged in 
espionage with them. 

is 1952, a Member of Congress, in prefacing a statement on the 
floor of Congress, charged the committee with failure to hear Dr. 
Condon. As a result the committee voted to invite Dr. Condon to 
appear before it. Dr. Condon declined the invitation and the com- 
mittee voted to subpena him. 

Dr. Condon was heard on September 5, 1952, at which time he 
reiterated his lack of knowledge of the espionage activities of the 
persons the committee had named as having associated with him, and 
denied having ever been a Communist. 

Dr. Condon’s appearance, however, served to confirm the com- 
mittee’s belief that because of his propensity for associating with 
persons disloyal or of questionable loyalty and his contempt for 
necessary security regulations, that he is not qualified for acceptability 
to any security position. 


METHODS OF COMMUNIST INFILTRATION IN THE 
UNITED STATES GOVERNMENT 


The committee has long been puzzled at the relative ease with which 
individuals who have been identified as members of the Communist 
Party have gained employment in the United States Government. 

Through the records of hearings before the committee in the past, 
there has been exposure of Communist Party cells and persons en- 
gaged in Soviet espionage within various agencies of the executive 
branch of the Government. With this in mind, the committee has 
commenced an investigation to ascertain the methods which were 
used in securing employment for these Communists and to determine 
how it was possible for these Communists to move from one agency 
to another with apparent ease. 

The committee definitely believes that there is a pattern being fol- 
lowed through which these persons secured employment and transfers 
and it is intensifying its efforts to ascertain the key that will explain 
this Communist operation. 
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The Army Signal Corps Intelligence Agency is one of the most 
“sensitive” groups in the field of intelligence activities in Washington. 
Composed of approximately 90 civilian employees and 21 military 
personnel, it is the receiving center for intelligence reports from 
world-wide sources, chiefly concerning telecommunications infor- 
mation needed by American intelligence agencies. Its files contain 
such information, stored in chronological fashion, and are used as 
the basis of reports. It also collects reports on radar stations, tele- 
phonic and telegraphic communications vital to the national defense. 

The attention of the committee was called to alleged subversive 
conditions in this top-secret Agency through a remarkable “petition 
to Congress” signed by 10 Agency employees. The petition was 
signed by the following: 

Lt. Col. Ollie J. Allen, executive officer 

Capt. Robert M. Herron, Chief of Contacts Branch 
Lt. Harry Donohue, Chief, Strategic Branch 
Edwin Y. Webb, Jr. 

Robert L. Stilmar, Chief, Scientific Branch 

Kurt G. Happe, Chief, Area II 

Stephen J. Roberts, Chief, Area IV 

Mrs. Doris C. Swain, secretary 

William H. Thompson 

Lionel Hirschhorn 

The petition contained a long recitation of incidents involving 
other Agency employees which indicated, in the opinion of the signers, 
the presence of security risks in the Agency. 

We the undersigned— 
the petition stated— 


respectfully petition the Congress of the United States to investigate conditions 
of 2 years’ duration in and surrounding the Signal Corps Intelligence Agency, 
and execute the necessary corrective measures to remove all subversive elements 
and security risks therefrom, thereby improving the security of the United 
States. 

Inquiry developed that the charges preferred by the 10 petitioners 
had been under investigation by military intelligence for more than 
a year before they were submitted to Congress. Seven civilian em- 
ployees of the Agency had been accused. The complete files on these 
cases were made available through the cooperation of Maj. Gen. A. R. 
Bolling, Assistant Chief of Staff, G-2. These files indicated that 
little tangible evidence, indicative of espionage or subversive activi- 
ties, had been developed by the military investigation. The inves- 
tigation did disclose an unrest, lack of morale, and bickering between 
factions unseemly in an intelligence group of this importance. 

The very fact that ten employees, three of them in officers’ uni- 
forms, saw fit to demand a congressional investigation of conditions in 
their agency indicated a state of affairs inimical to security. 

Coupled with this unsatisfactory state of affairs was the apparent 
disappearance of a number of secret documents. An official inven- 
tory by a security officer of the agency revealed “no record” for some 
57 reports bearing the “top secret” label. 

Subsequent checking resulted in another security officer report that 
“certificates of destruction” or the documents themselves had been lo- 

H. Rept. 2516, 82-26 
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cated by a more thorough search. Pentagon oflicials contended that 
the first inventory had been “inadequate.” 

In view of regulations which insist that the custodianship of all 
top-secret reports shall be recorded at all times, the committee cannot 
minimize the seriousness of a condition which permitted the where- 
abouts of even a single such document to be unrecorded at any time. 
The inescapable conclusion is that lax security prevailed in the 
Agency. 

An intensive investigation by the committee staff added no sub- 
stantial evidence to that gathered by Army investigators concerning 
the accused employees. Several of those accused were also given full 
field investigations by the Federal Bureau of Investigation and no de- 
rogatory information, except for the charges of their fellow em- 
ployees, was uncovered. 

Admission of Communist sympathies was made by one employee 
who left the Agency. No corroborating evidence was obtained con- 
cerning numerous allegati ions by the complaining employees concern- 
ing conversations in which certain employees talked in a vein indi- 
cating procommunism in the opinion of the complainants. 

The committee is assured that tight security precautions have been 
established in the Agency which has been entirely reorganized as a 
result of the military and congressional investigation. 

The incident emphasizes the value of a st: nding congressional com- 
mittee to which Government employees may appeal when they feel, 
for one reason or another, that conditions exist which need correc- 
tion. The unusual petition to Congress undoubtedly alerted the mil- 
itary to strengthen security in the agency and to remedy conditions 
which were not in the best’ interests of the national defense. 

The committee has nothing but the highest praise for the 10 em- 
ployees, 3 of them, in uniform, who sought the aid of Congress. All 
are responsible citizens who became alarmed by conditions which 
they regarded as a menace to national security. All have splendid mil- 
itary and Government records which they knew they might be im- 
periling by airing charges which could not please those in high au- 
thority. All were motivated by an intense patriotism worthy of emu- 
lation by all in Government employ. 


REVIEW OF THE METHODIST FEDERATION FOR 
SOCIAL ACTION 


The committee, during the past, has received requests from Members 
of Congress concerning the Methodist Federation for Social Action 
and its predecessor, the Methodist Federation for Social Service, in 
such volume that it became necessary to publish a careful review of 
available information dealing with these organizations. 

The committee recognizes that these organizations do not represent 
the Methodist Church or its members and in fact these organizations 
have been repudiated by outstanding clergymen and laymen of the 
Methodist Church. The committee is also aware that during the last 
convention of the Methodist Church, further and more substantial 
steps were taken to disavow any official connections with the Methodist 
Federation for Social Action. 
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FILES AND REFERENCE SERVICE 


The files of the committee should not be thought of as files in the 
ordinary sense which can be closed out and stored or destroyed peri- 
odically and forgotten but rather as a constantly growing, live col- 
lection of speci: alized material—a collection of books and pamphlets, 
periodicals and leaflets, letterheads, handbills, and other documents 
issued by or descriptive of subversive organizations and activ ities or 
serving as contributory, background material to the subject. The 
collection, the ear sand handling of that collection, and the various 
types of reference service furnished might better be described as those 
of a special library. 

Due both to the type of work of this committee and to the nature 
of the subject matter with which it is concerned, very old documents 
and pamphlets and books must be handled constantly and kept as 
readily accessible as the newer material which is constantly being 
added. Books and pamphlets must be cataloged, periodical and cir- 
culation records kept, and reference service furnished as in any 
library. In addition, our own hearings and reports must be indexed 
and a large volume of documents and clippings must be processed 
properly and incorporated into the collection. This calls for careful 
examination of each piece of material, correct classification of it to 
place it with other information on the same subject, cross-referencing 
to show additional subjects covered, and, in most cases, indexing to 
even the smallest details which may later provide the necessary and 
ummediate answers to questions which arise. Even the proper hous- 
ing of such a collection presents problems caused both by its inherent 
nature and volume and by serious limitations of space and the suit- 
able type of equipment. 

However, in 1952, there have been incorporated into an already 
voluminous collection 2 ,827 pages of printed hearings and reports of 
this committee, about 200 books and pamphlets, 936 issues of news- 
papers and magazines, and 600 to 700 documents of other kinds. The 
number of clippings cannot even be estimated. 

The reference service furnished during the year has shown a steady 
increase, reflecting a greater growth in the amount of information 
requested and furnished than in the actual number of separate requests 
made. Records show that well over 3,600 inquiries involving about 
9.500 individuals and approximately 2,000 organizations were an- 
swered in 1952, an increase of about 300 in number of requests, 1,800 
in number of individual names involved, with the number of organiza- 
tions concerned remaining the same. The figures cannot show, how- 
ever, that answers in most instances were naturally longer because 
more information had been accumulated and made available for use 
during the year, nor can numbers reveal the type and quality of the 
reference service. 

Since the files of the committee are not open for personal consulta- 
tion by anyone other than the committee’s own employees and the 
designated representatives of the executive branch of the Government, 
a very specialized reference service is furnished the Members of C on- 
gress, Written requests are preferred in the interest of accuracy, 
but telephone inquiries from Members’ offices are also accepted daily. 
These inquiries are handled by trained staff members who consult all 
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indexes and files for all available information on the subject or sub- 
jects under consideration. They then review, compile, and report the 
yertinent information as it appears in the committee’s own public 
aa rings and reports and public documents contained in the commit- 
tee’s files. A total of 1,440 written reports were sent to Members of 
Congress in 1952, and a conservative estimate of the number of pages 
of such written memoranda would run over 10,000. This does not 
include written replies in cases where no information was found on 
the subject of the request. 

Answers are also made by telephone in reply to verbal inquiries, 
from Members of Congress, where there is no information on the sub- 
ject to report, where only a brief answer or small amount of informa- 
tion is needed, or in some few cases where extreme urgency demands it, 
usually followed by a written report. Brevity of answer, however, 
does not mean that less research work or knowledge of our subject 
matter is required than in the written reply. About 1,000 inquiries 
from Members of Congress were answered verbally in 1952. ; 

As the number and range of the committee’s investigations and hear- 
ings increased during the year, so has the demand for information 
from the committee’s own staff members increased. The variety of 
information and the type of answers needed by them may be guessed 
from the description of the hearings and investigations described in 
other sections of this report. Inquiries from staff members were 
answered in varying manners, extending from the verification of a 
single point or the loan of a single document to the writing of a 
lengthy report or the loan of hundreds of documents for consultation 
in connection with investigations or use as exhibits in hearings before 
the committee. 

A certain amount of reference service has also been furnished this 
year in answering some requests made by private individuals who 
showed a sincere and genuine need for information of the type which 
is available here. Answers to such inquiries were necessarily greatly 
restricted both as to number and as to length of answer because our 
staff is not large enough to supply any considerable service of this kind. 

Still another service has been furnished by the files section to the 
executive branch of the Government whose agents must make a check 
of the committee’s files under provisions of the President’s Executive 
Order No. 9835 pertaining to the loyalty of Government employees. 
Accordingly, arrangements have been made to give the designated 
representatives of the various agencies access to all the information 
in our files. While these men have made their own checks and have 
compiled whatever information they found, it has still been necessary 
for the staff of this section to answer innumerable questions as to our 
records and to withdraw from files a great amount of documentary 
material for their examination. 

In 1952, these agents made 6,260 visits to the committee’s files section, 
about the same as last year, but recorded that they had checked the 
names of almost 840,000 individuals through our records. This repre- 
sents an increase of over 80,000 in names checked and probably indi- 
cates longer visits on the part of persons not already assigned by their 
agencies to full-time checking of our records. It has placed an addi- 
tional burden upon our records, our working space and staff, but shows 





' 
' 
' 
i 
; 





ANNUAL REPORT, COMMITTEE ON UN-AMERICAN ACTIVITIES 79 


an additional interest in, and use of, the information assembled here. 

In conclusion, it is ratifying to report at the end of the year 1952 
that the valuable an , in some instances, irreplacable collection of 
material in the committee’s files has not only been preserved and 
augmented but has been used as a source of vital information to a 
greater extent than in any previous year. 


PUBLICATIONS 


The work that has been done in the past by the committee in the 
dissemination of literature exposing the workings of the Communist 
Party is reflected in the increase of requests for committee publica- 
tions during the year 1952. One after another, a series of events have 
occurred on both national and international scenes which could very 
easily have been anticipated years ago by a study of the pattern of 
Communist tactics which have been rev ealed by hearings and reports 
of the committee at least since 1938. 

From the coup d’état in Prague to the crossing of the thirty-eighth 
parallel in Korea, with the prolonged fighting that has ensued in that 
area, many things have happened to demonstrate the self-avowed 
plans for world “conquest by the Soviet Union. That these things 
have intensified the desire of thousands of individuals to know more 
about this Communist conspiracy in order to combat it in this country 
is evident from the letters received by the committee asking for all 
available information on the subject. 

One of the principal functions of the publications section of the 
committee staff is supplying material requested by congressional offices 
and governmental agencies. These requests in 1952 have exceeded 
those for any other year and have been for information or publica- 
tions dealing with Communist infiltration into every field which has 
been exposed by the committee. These include the Hollywood motion- 
picture industry, professional groups, labor unions, farming, the press, 
youth groups, and our own Government. 

Students and faculty members of schools and colleges have sought 
information for use in classes which are being conducted on the Com- 
munist menace, and, according to their letters, a great deal of com- 
mittee material is used for reference purposes in these studies. We 
have endeavored to supply these publications in as many cases as 
possible, even though our supply is very limited. 

It is gratifying to see the concerted effort on the part ¢ the major 
labor organizations in preventing Communists who have been highly 
trained in methods of infiltrating them and gaining control from 
accomplishing their purposes. Printed copies of the many hearings 
which the committee has conducted in this field have been in great 
demand by numerous trade-unionists and union offices. 

It has been possible for the committee staff to fill requests for almost 
a half-million of these publications during the year 1952.1 

Many letters requesting this material indicate that the publications, 
when received, would be circulated among a number of persons, thus 
increasing the individual value of each one. 





1In addition to these, the committee has also distributed thousands of copies of publica- 
tions printed in previous years, as well as documents released by other congressional 
committees and Government agencies. 
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Types of the many thousands of letters received weekly by the com- 
mittee may be seen in the following: 


PARKS Arr Force BAsgF, CAuir., November 7, 1952. 
Dear Sirs: I am presently in the process of preparing a course of instruction 
in security for air police students and would appreciate any literature of an 
unclassified nature that you might have in this category. 
* * + cm * 7 © 
SAN JoseE, CaAuir., October 24, 1952. 


GENTLEMEN: Thank you so much for sending us the copies of 100 Things You 
Should Know About Communism. We have had many calls for the book and 
know that it will help many of our people to realize the hold communism can get. 


- 7 * & . £ * 
JERSEY C1Ty, N. J., November 24, 1952. 


GENTLEMEN: May we have 400 copies of 100 Things You Should Know About 
Communism for use in this school ? 


* * * * - . s 





UNIVERSITY OF — -, November 25, 1952. 
JENTLEMEN: We should very much appreciate having for this library a copy 
of the Guide to Subversive Organizations and Publications (and appendix) re- 
vised May 14, 1951. 
“ s * = + x x 


Dr. ———, 
Gloucester, Mass., November 24, 19852. 
DEAR SirS: Please send me any available pamphlets that you have on com- 
munism. 


. = * . ” * ~ 
CHICAGO, ILL., November 25, 1952. 
Dear Sirs: In the interest of the Railroad Retirement Board and its staff, the 
library is writing to request a copy of your publications, Communist Activities 
Among Professional Groups in Los Angeles Area, Part 1; Communism in Detroit 
Area, Part 1; Communist Infiltration of Hollywood Motion Picture Industry, 
Parts 6-8. 


COMMITTEE PUBLICATIONS FOR THE SECOND SESSION OF THE EIGHTY-SECOND 
CONGRESS, 1952 


Review of the Methodist Federation for Social Action 

Role of the Communist Press in the Communist Conspiracy 

Communist Infiltration of Hollywood Motion-Picture Industry—Part 

Communist Activities Among Professional Groups in Los Angeles Area—Part 1 

Communism in the Detroit Area—Part 1 

Communism in the Detroit Area—Part 2 

Communist Activities Among Youth Groups 

Methods of Communist Infiltration in the United States Government 

Communist Infiltration of the Hollywood Motion-Picture Industry—Part 8 

Communist Activities Among Professional Groups in the Los Angeles Area— 
Part 2 

Testimony of Lynne L. Prout 

Communist Activities in Chicago—Part 1 

Communist Activities in Chicago—Part 2 

Testimony of Dr. Edward U. Condon 

Communist Activities Among Professional Groups in the Los Angeles Area— 
Part 3 

Communist Activities Among Professional Groups in the Los Angeles Area— 
Part 4 

Communist Infiltration of Hollywood Motion-Picture Industry—Part 9 

Testimony of General Walter Bedell Smith 

Communism in the Philadelphia Area 

Communist Intiltration of the Hollywood Motion-Picture Industry—Part 10 

Annual Report of the Committee on Un-American Activities for 1952 


os 
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RECOMMENDATIONS 


The committee, on the basis of investigations and hearings, has from 
time to time made certain recommendations to the Congress for the 
enactment of legislation which it feels is necessary to combat sub- 
version. 

The Internal Security Act of 1950 resulted directly from hearings 
conducted before this committee and many of the recommendations 
dealing with security against subversive aliens have been incorporated 
in the McCarran-Walter immigration bill. Certain other of the rec- 
ommendations have been enacted by resolutions of various Members 
of Congress and other recommendations have been acted upon by the 
executive branch of the Government. It is regrettable, however, that 
in numerous instances recommendations that the committee has made 
which would serve as a security safeguard against subversive activities 
in the United States have not yet been enacted into law. 

In order that the Congress and the American people might have an 
understanding of the recommendations that have been made by the 
committee in the past, there is being included a complete list of those 
that have been made by the committee since the first session of the 
Seventy-sixth Congress. 

Recommendations contained in House Report No. 2, Seventy-sixth 
Congress, first session, dated January 3, 1939: 


Although this committee has worked continuously since the adjournment of 
Congress and has done everything within its power to get as many facts as 
possible to the people, we have only skimmed the surface. We were able only 
to hold brief hearings in New York and Detroit. We were urged to conduct hear- 
ings in many other cities, such as Chicago, Philadelphia, Pittsbyrgh, Minneap- 
olis, Milwaukee, Birmingham, Atlanta, New Orleans, San Antonio, Los Angeles, 
San Francisco, Seattle, and Portland, but due to limited time and funds we were 
unable to comply with these requests. We had hoped and planned to conduct 
extensive hearings on the west coast because the evidence before the committee 
indicates that this area ranks first in the extent of un-American activities and 
propaganda. We received numerous letters from citizens and public officials in 
the west-coast area urging us to hold hearings there. We have approximately 
150 witnesses on the west coast that should have been heard. However, due 
to a lack of funds, we were unable to devote any extensive consideration to 
west-coast activities of Communist, Nazi, and Fascist groups. The situation is 
so serious on the west coast that it would require 6 months of preparatory in- 
vestigation before a committee would be ready to conduct hearings, and it is 
probable that hearings would last 3 or 4 months. 

Not only were we unable to investigate un-American activities and propaganda 
in many important sections of the country; but, as a matter of fact, we found it 
impossible to investigate many of the important phases of un-American activi- 
ties. Even as to those that we did investigate, we only scratched the surface. 

In view of the foregoing, we do not think that the investigation has proceeded 
far enough to justify us in recommending legislation to Congress. We need and 
can secure much more information not only from sections of the country that 
we have investigated but also from the larger areas that we have not even 
touched before recommending legislation to Congress. Even after we are sup- 
plied with full and complete information and facts, several months of considera- 
tion must be devoted to the question of legislation. This will require expert 
assistance and thorough research. 


Legislative recommendations contained in Report No. 1, Seventy- 
seventh Congress, first session, dated January 3, 1941: 


The committee realizes the difficulty of reaching and curbing certain phases 
of un-American and subversive propaganda and activities through legislative 
action. In view of our findings and the origin of these activities, we submit the 
following recommendations as a partial legislative program: 

The enactment of legislation to bring about the immediate mandatory deporta- 
tion of alien spies and saboteurs. 
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The mandatory deportation of aliens who advocate any basic change in the 
form of our Government. 

The enactment of legislation requiring that all employees and officials of our 
Federal Government be American citizens. 

Withhold all Federal financial support from any educational institution which 
permits members of its faculty to advocate communism, fascism, or nazism as 
a substitute for our form of Government to the student body of these educa- 
tional institutions. (This particular recommendation is not concurred in by Mr. 
Voorhis, not because of disagreement with the principle involved but on the ground 
that the administration of such an act is impossible without risking grave in- 
justice being done to people seeking merely to explain the principles involved 
in totalitarian philosophy.) 

The enactment of legislation to outlaw every political organization which is 
shown to be under the control of a foreign government. As long as these organi- 
zations have a legal status in the United States, it will be difficult for any agency 
of the Government to deal with them. We now know that they furnish the legal 
apparatus for the operations of saboteurs, and the window dressing for espionage. 
The committee believes that legislation can be worked out to outlaw such organi- 
zations, and that this will in no sense constitute a violation of the Bill of Rights, 
since such legislation would only affect organizations controlled or directed by 
foreign countries. 

The enactment of legislation to stop all immigration from foreign countries 
that refuse to accept the return of their nationals found under American law 
to be deportable from this country. This legislation is made necessary by the 
fact that some foreign governments have refused to accept their own citizens 
who have been deported by the United States Government. 

As previously stated in the body of the report, the committee recommends 
the passage of added legislation to place restrictions on the distribution of totali- 
tarian propaganda, when that distribution involves any cost to the American tax- 
payers, and when such propaganda emanates and is shipped from foreign 
sources. 

We recommend that the statutory period during which citizenship papers can 
be revoked under existing law be extended to at least 10 years. 

Due to the fact that the committee has discovered that many members of 
foreign-controlled organizations have traveled on American passports which 
have been fraudulently obtained, the committee feels that the statute of limita- 
tions should be extended from 3 to 7 years. This is made necessary because of 
the unusual difficulty in apprehending those who resort to the use of fraudulent 
passports within the period of 3 years. 


Recommendations contained in House Report No. 1, Seventy- 
seventh Congress, first session, dated January 3, 1941: 


The committee recommends as a policy that employment in national-defense 
industries or the Government service be denied to any person who has been and 
is now active in any political organization which is found to be under the control 
and guidance of a foreign government. 


Recommendations contained in House Report No. 2742, Seventy- 
ninth Congress, second session, dated January 2, 1947: 


That the Congress create an independent commission with authority to investi- 
gate and to order the discharge of any employee or official of the Federal 
Government whose loyalty to the United States is found to be in doubt. 

That the Department of State and the Department of Justice be required by 
law to publicize every 6 months the names and identity of all agents of any 
foreign governments who are in the United States for either diplomatic, com- 
mercial, or other purposes. 

That the Department of Justice be required by law to establish within the 
Department a special division devoted to the prosecution of subversive elements 
now operating in the United States. 

That the Attorney General be instructed by a proper resolution of the House 
to report to the House the number of prosecutions instituted under the Voorhis 
Act and the McCormack Alien Registration Act, and to advise the Congress if 
new legislation is necessary to insure the security of this country. 

That legislation should be enacted that would restrict Federal employment 
to citizens of the United States and that only citizens be permitted to hold 
office in any labor union subject to Federal laws. 
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That legislation be enacted requiring that all alien Communists and other 
subversive aliens be promptly deported and that the Immigration Service main- 
tain a stringent screening process to restrain the present influx of aliens into 
the United States and to determine whether their political background is inimi- 
cal to the best interests of the United States Government. 

Legislation should be enacted to restrict the benefits of certain tax-exemption 
privileges now extended to a number of Communist fronts posing as educational, 
charitable, and relief organizations. 

The following is a quotation from committee Report No. 1996, Union Calendar 
No. 588, Seventy-ninth Congress, second session, submitted by Chairman John 8. 
Wood, May 10, 1946: 

“The investigative staff of your committee has conducted an extensive investi- 
gation into the various sources of financial aid to organizations engaged in the 
dissemination of propaganda in the United States. The heart of propaganda 
activities is, by necessity, sustained with money. Reasonable regulation of 
tax exemptions and proper enforcement of such regulations would immediately 
restrain to a large extent the vicious attacks now being made upon our constitu- 
tional form of government.” 

That the House request, by proper resolution, a report from the Postmaster 
General of the United States, setting forth the number of Embassies or foreign 
agencies now enjoying second-class mailing privileges and also specifically iden- 
tifying such agencies where the respective foreign governments do not accord 
to our Embassies, Ministers, and other United States officials equal mailing 
privileges in those countries, and that proper legislation be enacted by Congress 
limiting the use of second-class mailing privileges to such Embassies and agencies 
of those foreign governments which extend reciprocal privileges to officials of 
the United States Government. 

That legislation be enacted forbidding the use of the United States mails 
under second-class mailing privileges to any and all newspapers and periodicals 
printed in any language other than English, which do not carry a full English 
translation, in parallel columns next to the foreign-language context. 

That legislation be enacted denying the use of second-class mailing privileges 
to any groups of persons or organizations engaged in the publication, distribution, 
or promotion of subversive or un-American propaganda. 

For many years, various organizations in the United States have permitted 
membership under an alias or an assumed name, and have even gone so far as 
to permit concealed or secret membership. It is recommended that the Congress 
enact legislation designed to prohibit membership in any organization using 
the United States mails or subject to Federal laws, by persons using an alias 
or assumed name. Such legislation should also include a provision which would 
clearly ban concealed or secret memberships in any such organizations as de- 
scribed above. An exemption should be made for properly authorized law- 
enforcement officers in the conduct of their investigations. 


Recommendations contained in the annual report of the committee 
to the House of Representatives, Eightieth Congress, second session, 
dated December 31, 1948: 


In its annual report of January 3, 1940, the Special Committee on Un-Ameri- 
can Activities characterized the Communist Party of the United States not as a 
true political party but as a conspiracy in behalf of the Soviet Union. Our in- 
vestigations and hearings during the past 2 years have borne out this conclusion 
in the most startling fashion. The evidence now before us establishes beyond a 
doubt that espionage and treasonable activity against these United States is, 
in fact, the primary purpose of the organization. We are convinced that all other 
outward activity and propaganda of the Communist Party, its front organiza- 
tions, and controlled unions, serve merely to— 

Enlist new recruits for the primary underground espionage apparatus. 

Lend an idealistic camouflage to this sinister conspiratorial apparatus. 

Act as its protective defense mechanism. 

Provide it with funds and other resources. 

The enacting of legislation to cope with this problem is a task confronting the 
incoming Congress. 

We recommend the early passage of legislation modeled substantially after 
the so-called Mundt-Nixon bill, which passed the House last year by a roll-call 
vote of 319 to 56. 
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In addition, we recommend that the espionage laws of the United States be 
substantially strengthened by early laws of the new Congress, with special 
attention to means for returning aliens to other countries upon conviction for 
crimes against the United States. We also recommend that the penalties for 
those properly cited for contempt of Congress be increased to a minimum of 5 
years in prison and a $5,000 fine. 

We further suggest that our immigration laws and passport-visa regulations 
be carefully studied to determine what changes are necessary to prevent disloyal 
elements from entering this country and remaining here. 


Recommendations contained in the annual report of the committee 
to the House of Representatives, Eighty-first Congress, first session, 
for the year 1949, dated March 15, 1950: 


Looking back upon 4 years’ experience as a standing committee of the House 
of Representatives and almost 7 years as a special committee, we feel more 
than ever impressed with the insidiousness and vastness of the ramifications 
of the Communist movement and the urgent necessity for unflagging efforts 
to expose and curb its machinations. To further the effectiveness of these 
investigations and to curb the subversive activities of the Communist Party, 
United States of America, its agents and its dupes, the committee recommends 
the following action by the mcoming House of Representatives: 


The statute of limitations in espionage cases must be amended. Under our 
present laws we have found that a long list of Communist operatives who have 
committed acts of espionage and treachery in the interest of a foreign power 
have remained immune to punishment due to the present form of the statute of 
limitations. 

The nature of modern war—the fact that nations find themselves confronted 
nowadays with undeclared but actual warfare—makes it necessary that the 
legal definition of treason and the penalties attached thereto be broadened to 
cover a period like the present cold war. 

Experience during the past 5 years has demonstrated that the embassies of 
Communist-dominated countries constitute a focal point of Communist es- 
pionage and propaganda. Such activity should be limited by proper safeguards 
sternly enforced. 

H. R. 3903, providing safeguards against the employment of subversive indi- 
viduals in defense plants, should be adopted. 

H. R. 10, providing for the supervision and detention of undeportable aliens, 
should be enacted into law in order to deal with thousands of alien Communists 
refused acceptance by the country of their birth. 

It would be advantageous to enact legislation creating a presumption of law 
that a committee quorum, once established, continues to exist. 

Effective action against the well-coordinated, interlocking Communist net- 
work requires the utmost teamwork among branches of the Government. Petty 
rivalry or separatism can only work to the advantage of the Communists. A 
small bit of information in the hands of one agency may well be the missing link 
of an entire chain of evidence in the hands of another agency. Hence, the com- 
mittee recommends the fullest cooperation between legislative and executive 
arms of the Government in the matter of dealing with subversive activities. 
Modification of the Executive order in loyalty and investigative cases is recom- 
mended for consideration. 

In a number of cases we have found that subversive elements will submit in- 
formation to one arm of the Government when it suits their purpose and will 
withhold it from another. Communist trade-unionists will deny their affiliations 
before the National Labor Relations Board and refuse to affirm or deny them be- 
fore a congressional committee. They will deny them in filling out form 57 in 
applying for Federal employment and refuse to affirm or deny such affiliations 
before this committee. It is highly necessary that the Department of Justice 
take effective action against those who would make a tragic joke of law enforce- 
ment. Here, again, there is room for maximum cooperation between the legisla- 
tive and executive arms of Government. 

In connection with national-defense contracts involving secret and classified 
work for the Atomic Energy Commission, the Army, Navy, and Air Force legis- 
lation should be enacted which subjects officers of national labor unions having 
bargaining contracts to the same security standards as members who have access 
to secret or classified material. 
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Recommendations contained in the 1950 annual report of the com- 
mittee to the House of Representatives, dated January 2, 1951: 


The year 1950 has marked a new stage in the struggle against communism in 
the United States. The attack upon Korea makes it plain beyond all doubt that 
communism has passed beyond the use of subversion to conquer the independent 
nations and will now use armed invasion and war. With the Armed Forces of the 
United States actually pitted in conflict against the legions of international com- 
munism, the Communist Party of the United States can no longer be viewed pas- 
sively as a group of mere political and ideological dissidents, but must be looked 
upon with all seriousness as a military fifth column actively aiding our enemies. 

Yet, today we find many of these potential fifth columnists employed in our 
leading defense plants, making weapons to be used against the Communist 
armies which they are pledged to support. To remove these persons from posi- 
tions where they could sabotage our defense production, there was included in 
the Wood-McCarran Communist-control bill a section which prohibits employ- 
ment of Communist Party members in defense plants designated as such by the 
Secretary of Defense. The committee recommends that the Congress adopt a 
resolution calling upon the Secretary of Defense to immediately place in effect 
the provisions of section 5 of Public Law 831, Eighty-first Congress. 

The operations of the Smith Act and the Subversive Activities Control Act 
of 1950, and the various Communist cases before the courts should be made 
the subject of continuing study during the coming year, with a view to deter- 
mine their effectiveness and the adoption of constantly improved methods of 
restricting the operations of the Communist fifth column. We cannot afford 
to allow ourselves to become hopelessly enmeshed in outworn legal technicalities 
which oftentimes serve to give protection and encouragement to a most insidious 
internal foe. We must streamline our legal machinery to meet the present 
emergency, which poses legal problems never envisaged by our Founding Fathers. 

Loopholes in the present laws and in procedure before congressional com- 
mittees, which Communist lawyers are quick to exploit, should be plugged up. 
The committee recommends that the Congress seriously consider authorizing 
the use of technical evidence secured during the course of investigations in- 
volving espionage, treason, or other crimes involving the security of the United 
States, to intercept and use as evidence in any criminal proceeding information 
obtained as the result of a technical surveillance. 

Both in the courts and in hearings before our committee, the informative 
value of testimony by those who have actually been inside the Communist move- 
ment, either as undercover agents or as former party members, has been in- 
creasingly demonstrated. In the light of the present world situation and the 
possible aggravation of the Communist problem, it can be expected that legal 
prosecutions will increase, making the services of qualified witnesses more and 
more indispensable in building up evidence. Thought should be given to ways 
and means of stimulating defections from the Communist movement and of 
encouraging qualified informants. 

In connection with hearings dealing with local 74 of the AFL Laborers’ 
Union, it was brought out that those operating under the discipline and direc- 
tion of the Communist Party went through the process of formally resigning 
from the party and then signing the non-Communist affidavit, in order to comply 
with the provisions of the Taft-Hartley Act. A number of cases of this kind 
have been brought to the attention of the committee. The incoming Congress 
should study the advisability of amending the act in order to make such evasion 
illegal and impossible. 


Recommendations contained in the 1951 annual report of the com- 
mittee to the House of Representatives, dated February 17, 1952: 


The committee feels that, in line with the findings on Soviet espionage in the 
United States as reflected in the committee report, The Shameful Years, it is 
necessary that positive steps be taken to stem Soviet espionage. It is felt that 
Congress must take the initial steps to ascertain what legislation is necessary 
to afford adequate protection against espionage. In the course of such congres- 
sional study, it would be necessary to ascertain whether the existing laws relat- 
ing to espionage have been properly enforced; and, if not, proper responsibility 
should be affixed. 

The committee suggests that among the phases Congress should consider in 
strengthening espionage legislation are: 
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A single comprehensive espionage statute applicable to both peacetime and 
wartime.—This should incorporate the present provisions of wartime espionage 
statutes, carrying a capital-punishment sentence. The statute of limitations 
would not then apply in espionage any more than it applies to other crimes 
carrying a capital punishment. The provisions of legislation dealing with the 
unauthorized taking of classified Government papers and documents should be 
broadened to include the transportation of such papers and documents in inter- 
state or foreign commerce. 

The broadening of the rules of admissibility of evidence——The committee is 
also aware that the executive branch of the Government is seriously being 
hampered in the prosecution of persons engaged in espionage because of the 
present limitations on evidence that may be presented in the courts. The com- 
mittee realizes that the restrictions against the admissibility of evidence secured 
from wire tapping has been imposed to protect the rights of the individual. The 
committee, while desiring to maintain all of the rights of the individual, feels 
that the rights of the individual can be preserved only if the national security 
remains, It is the committee’s opinion that, if Soviet espionage continues un- 
checked, the rights of American citizens are being placed in graver danger than 
would be the case with legalized wire tapping. The committee suggests, there- 
fore, that Congress consider legislation to permit as evidence the results of wire 
tapping in matters affecting the national security as well as in such crimes as 
kidnaping and extortion. In order that a proper control might be exercised, it 
is felt that, as in the matter of arrests, searches, and seizures, the judicial branch 
of the Government should be empowered to authorize the use of such techniques. 

Immunity for witnesses appearing before congressional, erecutive, or judicial 
hearings.—The committee also feels that, since it is essential to any investiga- 
tion, whether it be congressional, executive, or judicial, to have the testimony 
of competent and informed witnesses, legislation should be enacted to effect a 
greater latitude in granting immunity from prosecution to these witnesses. 

The committee has frequently experienced instances where witnesses while 
having information of undoubted value to the work of the committee, have 
refused to answer questions on the basis that to do so might tend to incriminate 
them. If such legislation as suggested by the committee were enacted, it would, 
while maintaining the rights of the individual, permit the proper investigative 
bodies to gather a true and comprehensive picture of the information they seek. 

Reciprocal restrictions on travel by Soviet and satellite diplomats——The com- 
mittee’s investigations have also disclosed that Soviet espionage has been assisted 
by the fact that Soviet nationals have been given unlimited freedom to travel 
throughout the United States and to and from Canada and Mexico. The com- 
mittee’s reports dealing with Soviet espionage show that Soviet officials have 
abused this freedom to actively engage in espionage operations. This situation 
exists even though United States diplomats in Russia and her satellites are 
virtually under house arrest and under constant surveillance by the Russian 
secret police. There have been instances in which United States officials have 
been prohibited from contact with American nationals who were being held by 
authorities in Soviet countries. 

For these reasons, the committee feels that there should be reciprocal restric- 
tions enforced by this country with the Soviet and satellite countries. 

The committee also feels that, in order to afford a greater national security, 
foreign nationals entering the United States should be required to surrender 
their passports and/or visas at the point of entry and that these papers should 
not be returned until the departure of the individual from the United States. 

Issuance of passports.—The committee recommends that all persons securing 
passports must, at the time the passport application is executed, state under 
oath whether they will or will not visit any of the presently so-called iron-curtain 
countries. 

The committee also recommends that if, in the course of travel abroad, any 
person holding a passport finds it necessary to visit an iron-curtain country, 
and did not indicate that he intended to visit an iron-curtain country on his 
original application, he must obtain authority to make such a visit from either 
a consular officer of the United States, the proper Ambassador, or a specified 
member of the consular or ambassadorial staffs. 

A similar provision, such as that set forth in paragraph 2 of this section, 
should also be made applicable to all persons holding passports who desire to 
visit any other country exclusive of iron-curtain countries and who have not 
indicated their intention to visit these other countries on the original passport 
application. 
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It is hoped that these provisions will prevent American Communists from 
receiving instructions from abroad. It is a well-known fact that American 
Communists often travel abroad for the purpose of receiving instructions from 
Communist functionaries, not only in the iron-curtain countries but in other 
European countries as well. 

Cancellation of passports.—The committee in the past has experienced several 
instances in which persons for whom subpenas have been issued are found to 
be outside the United States and the subpenas cannot be served upon them. 
The committee recognizes the fact that a person might endeavor to use a pro- 
longed absence from the country as a means to evade appearance betore this, 
as well as other congressional committees. 

It is believed that in order to cope with such situations legislation should be 
enacted to provide for the cancellation of the passports in the possession of 
any United States citizen in a foreign country for whom a subpena is out- 
standing within 6 months of the date upon which he receives personal notifica- 
tion that such subpena is outstanding. Notice would be made by an accredited 
oficial designated by the United States Department of State. 

Revocations of commissions in the armed services.—The committee, during its 
hearings, has had the unfortunate experience of having had before it witnesses 
who, while holding commissions in the armed services of the United States, 
have refused to affirm or deny allegations of membership in the Communist Party 
or Communist-front organizations. The committee is aware that a commission 
in the armed services of the United States is a privilege accorded to citizens 
of the United States of unquestioned loyalty and not an inherent right provided 
for in the Constitution. This being the case, the committee recommends that 
in any instance where a person holding a commission in the armed services 
chooses to refuse to answer questions concerning his present or past membership 
in the Communist Party, such commission shall be immediately revoked. 


It will be recognized that many of these recommendations have 
been enacted into law. Amofg those which have not been enacted 
are some that should be given e: arly attention by Congress so that our 
country might have the legal channels necessary for our own protec- 
tion in these critical times. Legislation must be enacted that will 
cover the present serious situation in which, through our representa- 
tion in the United Nations, our Armed Forces are combating an enemy, 
although technically we are not in a state of w 

Since our espionage and internal-security ial | is now gaged 
upon times of war and peace, these distinctions should be removed 
in order that war measures may be enforced during this and similar 
critical times. 

In matters dealing with internal security, it is believed necessary 
that emergency powers of the executive branch of the Government be 
placed on a wartime basis in periods such as now exist. 

Asa result of the committee’s findings regarding the extent of Com- 
munist infiltration into vital defense areas, the committee is of the 
opinion that it must again, and more forcibly, recommend, as it did 
on January 2, 1951, that the Congress adopt a resolution calling upon 
the Secretary of Defense to immediately place into effect the } provi- 


sions of section 5 of Public Law 831 of the Eighty-first Congress, 
which states in part: 


Sec. 5. (a) When a Communist organization, as defined in paragraph (5) of 
section 3 of this title, is registered or there is in effect a final order of the Board 
requiring such organization to register, it shall be unlawful— 

(1) For any member of such organization, with knowledge or notice that 
such organization is so registered or that such order has become final: 

(A) In seeking, accepting, or holding any nonelective office or employment 
under the United States, to conceal or fail to disclose the fact that he is a 
member of such organization; or 


(B) To hold any nonelective office or employment under the United 
States; or 
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(C) In seeking, accepting, or holding employment in any defense facility, 
to conceal or fail to disclose the fact that he is a member of such organ- 
ization; or 

(D) If such organization is a Communist-action organizaiton, to engage 
in any employment in any defense facility. 

(2) For any officer or employee of the United States or of any defense 
facility, with knowledge or notice that such organization is so registered or 
that such order has become final: 

(A) To contribute funds or services to such organization; or 

(B) To advise, counsel, or urge any person, with knowledge or notice that 
such person is a member of such organization to perform, or to omit to 
perform, any act if such act or ommission would constitute a violation of 
any provision of subparagraph (1) of this subsection. 

(b) The Secretary of Defense is authorized and directed to designate and 
proclaim, and from time to time revise, a list of facilities, as defined in paragraph 
(7) of section 3 of this title, with respect to the operation of which he finds and 
determines that the security of the United States requires the application of the 
provisions of subsection (a) of this section. The Secretary shall cause such list 
as designated and proclaimed, or any revision thereof, to be promptly published 
in the Federal Register, and shall promptly notify the management of any 
facility so listed; whereupon such management shall immediately post con- 
spicuously, and thereafter while so listed keep posted, notice of such designation 
in such form and in such place or places as to give reasonable notice thereof to 
all employees of, and to all applicants for employment in, such facility. 


Paragraph 5 of section 3, referred to above, reads as follows 


(5) The term “Communist organization” means a Communist-action organ- 
ization or a Communist-front organization. 


Paragraph 7 of section 3 referred to above reads as follows: 


(7) The term “facility” means any plant, factory, or other manufacturing pro- 
ducing or service establishment, airport, airport facility, vessel, pier, water-front 
facility, mine, railroad, public utility, laboratory, station, or other establishment 
or facility, or any part, division, or department of any of the foregoing. The 
term “defense facility” means any facility designated and proclaimed by the 
Secretary of Defense pursuant to section 5 (b) of this title and included on the 
list published and currently in effect under such subsection, and which is in com- 
pliance with the provisions of such subsection respecting the posting of notice of 
such designation. 

The committee finds it again necessary to recommend legislation 
which would broaden the rules of admissibility of evidence. The 
security agencies are being seriously hampered in successful prosecu- 
tion of violations of our espionage and internal-security statutes by 
their inability to place into testimony evidence that has been secured 
through use of wire tapping and similar investigative techniques. 

One of the most important recommendations, in a matter which 
has been sadly lacking in the past few years, was made by the com- 
mittee on March 15, 1 ‘950, calling for the fullest cooperation between 
the legislative and executive arms of the Government in the matter 
of de: ling with subversive activities. It is a tragedy that during the 
past few years this cooperation has been for the most part one- -sided 
in that it was only congressional committees which were furnishing 
information to agencies of the executive branch. The strongest 
demonstration of the benefits of such cooperation is the case of 
William Walter Remington in which, through the sole and tireless 
efforts of this committee, sufficient information was secured to enable 
the executive branch to obtain an indictment against Remington. 

The committee further recommends that it be made a crime for any 
person or persons to unauthorizedly transport in interstate commerce 
any Government document falling within a secret, confidential, re- 
stricted, or top-secret classification. 
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It is also recommended that the Civil Service Act be amended to 
provide that Government employees under the Civil Service Act who 
are employed in the United States or Territories must be citizens of 
the United States or owe allegiance to the United States. 
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